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The way in which some of the Itey elements of reform of the . 
finan^ sy^t^'^ have been formulated by the Committee on the 
ijRpa^ialvStys^ is likely to subvert the reforms thmnselves. Hiis is ' 
«Ovtne r^t paiily of lack of courage to make a deci«ve break 
' wjlirthe old mould of thought and partly of absence of 
.,,^ftders^tling of what should constitute financial iiberalisation 
-Kif i^iMgulation. 21 

The recommendations of the Committee on the Financial System 
are not based on a well thought out response to the actual 
experience of our public wetor financiai institutions as compared 
to the expectations earlier reposed in them. lb 

NEP in Perspective 

Wlfile the main thrust of the New Economic Policy is no doubt . 
sound, so great has been the excitement about the new policies and 
the cloud of controversy surrounding them that there is great, 
danger of our losing our sense of a proper historical perspective. 4l 


Wasted Resource 

A near-monopoly position in the 
produaion of natural rubber has 
not helped Kerala to develop 
rubbcr^iased industries. Such 
industries in the state ate almost 
entirely confined to small-scale 
units with limited linkages, lb this 
day no agency exists to promote 
and guide natural rubber-based 
industries in the state 47 

CfHiceding Too Mudi 
The conditions imposed by the 
IMF on the government of India, 
especially those set out In 
paragraphs 28 to 33 of the 
Memorandum of Understanding 
with the IMF laid before parliament 
by the finance minister, go far 
beyond those normally imposed by 
the IMF for an ‘upper tranche’ 
stand-by arrangement. 13 

Reftormer's Fate 

The exit of Mikhail Gorbachev 
and the command economy system 
that he inherited, sought to tectify 
and finally abandoned, but could 
not transform, highlights the fate 
of socialist pioneers who trigger 
the process of reform but aid up 
by becoming obstacles to the very 
reform they contributed so 
much to otgaideriiig. 30 

^HHv Gue« On 
TM latest meeting of the National 
D^opmeni CotuicU tHd not 
cc^ibtMe to dujfyiog the role of 
ptanning under tte economic 
lib^tsation and giot^isiaion 
tegipt sought to be tsshereid 
in bf The government. 19 


OrientaliBm and 
Its Foes 

These are entertaining days of 
orientdism-bashing, aim^ at all 
kinds of orientalism, including the 
most entertaining of them 
all—materialist' orientaHsm 
supposedly crafted by Marx 
himself in his concept of the 
Asiatic mode of production. 

A review article. 33 






Non-Partisan ^VQ; 

Calcutta adores Mandda, Calcutta ^ 
does not cock a snook at 
Apartheid. Whoever provides a 
pretext for excitement is welcome; 
ethics ‘and ideology are deftinct. 

Now with the special Oscar award 'S 
coming his way, Satyajit Ray ^ 

cannot escape the fate of bring 
the next victim of Calcutta’s 
secular, detached, non-partisan , 
invocation of celebrities. 11^ 
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Against Privatisation s 

In Uttar Pradesh the workers’ ^ 

struggle against privatisation of 
public slector companies 
continues. 2S 

The Pioneers 

As an organised and articulate 
social movement, 
environmemaiism is very much a 
product of the last two decades. 

Ifri the work of 1 C Kumarappa, 

Pstrick Geddes, Verrier Bwin and 
Radhaluunai Mukerjee—mostly in 
the inter-war paiod—has a . tt. 
markedly contemporary ring: it 
speaks directly to the concerns 
of the present. S7 










LETTERS TO EDITOR 


Caste and Politics in 
Tamil Nadu 

MSS PANDIAN (August 31) has 
repeatetl.the same ai^uments put forward 
earlier ^ Geetha and Rajadurai. Are 
Tkmilians so stupid as ail these authors 
say? If indeed the less than 3 per cent of 
a population can lord it over and bend the 
will of the 97 per cent of the rest, they 
must be superhumans: The tragedy of this 
argument is that it is the mirror image of 
the BJP argument according to which 
India’s troubles are due to the people of 
the Islamic faith who form barely 10 per 
cent of the total population. These argu¬ 
ments fail to Mkc into account the fun¬ 
damental internal contradictions of the 
Indian (and Tamil) society. Pandian does 
not mention the upper caste atrocities 
against dalits at all although he is con¬ 
cerned about the problems of the Eelam 
Ihmilians. Accusing brahmins is a conve¬ 
nient ruse to hide one’s own ugliness. 
Manu’s most faithful followers these days 
are the thevars and nadars of chidam- 
batanar. Tirunelveli and Kanyakumari 
districts. 

Mani Shankar Iyer did not win his con¬ 
stituency because of his biriyani eating 
capacities (or his Iyer ancestry or the sup¬ 
port of Ikmil press) but because of the 
hard work put by the ADMK workers. 
Pandian must know that the PMK party 
is not an anti-brahmin party but simply 
a pro-vanniar party. Everyone knows in 
Thmil Nadu about the vanniar atrocities 
against dalits and very few dalits at any 
rate are fooled by the PMK party’s 
leader’s arrogant promise to ‘make a 
Harijan the chief minister’. Pandian wilt 
be happy to know that Jayalalitha has 
made a handsome contribution to Periar 
IVust after her handsome donation to the 
Ibmple Trust. It shows that she is just a 
politician who is trying to get support 
from everyone. 

Ar SUBBIAH 

Madras 

Muzzling Protest 

AS representatives of a voluntary 
organisation SMILE, Bangalore, we spent 
some time recently with the Narmada 
Bachao Andolan (NBA) and were witness 
to some recent happenings in the Narmada 
valley, so aptly dewribed by Sanjay Sanghvi 
and Alok Aggarwal (November 23). In the 
20 days of our stay with NBA we witne.s- 
sed several instances of police atrocities 
on t>criple in the Narmada valley. Aiound 
300 arrests were made preceding which 
people were brutally lathicharged. This 


was done to offset the peaceful opposi¬ 
tion by the masses to a token sutvey, 
which is being conducted by the govern¬ 
ment to deceive the World Bank, which 
is aiding the Sardar Sarovar Project, a 
disaster for the nation. A survey team of 
only 10-15 members is being escorted 
everywhere by nearly 200 policemen. Wc 
saw people being lathicharged indiscri¬ 
minately without any regard to the rules. 
One person was brutally hit on the head 
and was admitted to a hospital in Bad- 
wani. This was on December 3. The 
repression is still continuing unabated. 

A case has been filed in the high court 
at TUdore about a recent happening at 
Khotada on November 21. 22 and 23, in 
which nearly 2(X) people were lathicharged 
and arrested for peacefully opposing the 
government survey. Women activists, were 
not spared either and had to bear abuses 
and obscene marks hurled at them by the 
police. 

We as representatives of the student 
community in India strongly condemn 
such repressive measures taken by the MP 
government to crush peaceful, popular 
movements. This sorry state of affairs is 
prevalent in most parts of MP and 
Niyogi’s murder is an adequate testimony 
to this faa. We hope the citizens will show 
an interest in the peoples’ movement like 
NBA which are fighting for people’s rights 
and particularly in the above case in the 
high court in Indore. 

G N PRASHANI, T S RAMt.SH BaIRI 
AND SHYAM MaIPADY 
Narmada Bachao Andolan 
No 62, Mahatma Gandhi Marg 
Badwani - 451 551 
District - Khargaon 
Madhya Pradesh. 


Vulgarised Epics 

SUDDHABRATA SEN GUPTA’s *SexMi 
Politics of Television Mythology’ {EPW, 
November 9) made me realiw why the 
television versions of the Ramayana^KMl^ 
the Mahabhamta induced a sense of dis¬ 
orientation and dissatisfaction in me. 
These serials are natural successors to 
scores of mythological films based on 
Hindu scriptures made in different Indian 
languages. Anyone who complains of the 
clearly patriarchal distortions introduced 
in the original texts is told that they are 
essential to cater to popular taste. Yet, it 
is the same public that has for ages 
patronised renditions of episodes from the 
two epics in folk forms like Kathakaii, 
Yakshagana and Ramleela. And these ver¬ 
sions, despite much improvisation, are 
even today generally free of the biase.s 
noted by Sen Gupta and much closer to 
the complexity and moral ambiguity of 
the original texts. Why should the blame 
for vulgarising the epics be .so easily 
shifted to the public then? 

RENUKA VISWANATHAN 

New Delhi. 

What Status Quo? 

I have seen a letter signed by about 10 
people welcoming the passage ot Places 
of Worship Bill requiring status quo of 
religious places as on August 15, 1947. 
Does It mean that any addition/altcration 
will have to be demolished? Similarly, the 
Somnath temple which did nut exist on 
the cut-off date may also require to be 
demolished! 

Laxmi Nakain Modi 

New Delhi 
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Indo-CIS Trade Relations 


I NDIA'S cxporis to sshat was lormerly the Soviet Union 
are reported to have declined by 50 per cent. There is a slump 
in the dome.stic prices of tea, rubber and spices because Soviet 
purcha.sc.s have come to a virtual stop. On the import side also 
thing.s are no better. Supplies of military hardware, including 
spares, apart, there has been a sharp decline in our import of 
crude oil as well as various petroleum products. 

With the breakdown of the old command structuie in Russia 
and the other republics, which have now joined together in the 
loose Commonwealth of independent States (CIS), it was only 
to be expected that there would be some adverse impact on the 
foreign trade of the individual republics, not just with India but 
with practically the whole of the rest of the world. The question 
that ought to concern our policy-makers is whether what is 
currently happening to our trade relations with the CIS is only 
temporary or it portends a more lasting decline. Unfortunately, 
there is Ijttie evidence that the matter is receiving the serious 
attention it deserves. 

To ignore our trade relations with the CIS on the ground that 
it is no use fostering trade with the CIS so long as it continues 
to be conducted on the old basis of bilateral payments 
arrangements with the rouble-rupee exchange rate so grossly out 
of line with the relative valuation of the two currencies in the 
world markets would be extremely short-sighted—all the more 
so precisely because the recent turn in events clearly points to 
<he eventual termination of the bilateral payments arrangements, 
whatever the difnculties currently posed by the outstanding 
rouble liabilities of India and rupee liabilities of the former Soviet 
Union. The important thing is to ensure that the markets already 
established for Indian goods, especially those with a high element 
of local value added, in the various constituent republics of the 
CIS are not lost to other countries. Let it not be forgotten that 
with severe economic depression haunting most of the developed 
world, there will be a scramble for the CIS markets and if we 
do not take care to retain our foot-hold in those markets, we 
may be hard put to regain them later. 

Pe haps a multipronged approach will have to be adopted to 
the 'cstions of Indo-CIS trade relations, multipronged not only 
in . . sense of negotiating separately, though simultaneously, 
with the various republics but also in the sense that even though 
eventually all the republics are committed to switching over to 
a I iltilateral payments arrangement with settlement in 
comertible currencies, in the interim period we should be ready 
and should show enough flexibility to consider different 
payments arrangements for the settlement of fUture mutual 
transaaions. It may be necessary in this context to chart out 
a strategy that encompasses not only the approach in negotia¬ 
tions with the various republics of the CIS, but also the domestic 
back-up to be provided to trade with these republics, be it in 


regard to bank credit or export incentives, including entitlement 
to exim scrips. At the same lime, it will have to be ensured that 
negotiations on the exchange rate and settlement of outstanding 
debts are not allowed to get bogged down and consequently 
delayed. Here the finance ministry in particular will have to be 
on Its toes till the issues arc fully and satisfactorily resolved. Time 
IS of the essence if we are not to lose our foot-hold. 

While the basic approach must necessarily be one of 
accommodation, any hasty patch up, which may not survive 
future developments for very long, given their trend, would have 
to be avoided. This is particularly relevant just now when a high- 
powered team of officials is reported to be getting ready to leave 
for Moscow for discussion of issues which immediately concern 
Indo-CIS trade relations. The rouble-rupee exchange rate is one 
difficult question which may not admit of a quick resolution 
for the simple reason that the gap between the formal rate and 
the free market rate has widened enormously and might well 
widen even further. In this context, the reported decision within 
the government to settle for an exchange rate of 16 rupees to 
the rouble as against the present formal rate of 31 rupees appears 
to be hasty and out of line with the relative position of the two 
currencies in the currency markets where one US dollar is 
exchanging for over ISO roubles, while formally hotels are 
exchanging it for 65 roubles and tourists can directly exchange 
It for 110 roubles. A hasty decision in favour of an unrealistic 
rupee-rouble rate is unlikely to serve the purpose of sustaining 
Indo-CIS trade. No one will take the rate very seriously. Not 
only that, the present artificial situation of a continuing surplus 
in current transactions in favour of India is bound to continue, 
though probably at fast diminishing levels of trade year after 
year. We have to set our sights higher. 

The right approach to the exchange rate issue may well be 
to dissociate the current transactions from the outstandings, with 
the rate for the former being fixed in terms of the relative 
position of the two currencies in the market and the rate for 
the outstandings being determined separately, assuming that 
there has to be one such rate. The question docs arise though 
if it would not be more sensible to resolve the matter of the 
outstandings by an arrangement for their phased settlement in 
terms of a generally convertible currency, say, the dollar, and 
thereby avoid altogether the question of having an artificially 
fixed rate different from the one applicable to current Indo-CIS 
transactions. Of course, even the latter rate would prevail only 
till such time as Russia and the other CIS republics start 
settlement of their trade transactions on a multilateral basis, 
which need not await the rouble becoming a fully convertible 
currency, just as in the Indian case settlement of trade transac¬ 
tions takes place on multilateral basis without the rupee being 
convertible. 
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EXCHANGE RESERVES 

Neglected Factor 

A LOl of prominence has been given to 
the disclosure that inflows under the two 
immunity schemes announced in the 
budget speech, one covering foreign ex¬ 
change remittances by NR Is to resident 
Indians, the other covering foreign curren¬ 
cy denominated investments made in 
India Development Bonds, had added 
upto S 680 million by the first week of 
December. The anticipation, officially in¬ 
spired, is that by January end, when the 
schemes are supposed to close, between 
S 1.3 and 2 billion would have been raked 
in on their combined account. The rise in 
the country's foreign exchange reserves to 
a level beyond Rs 9,000 crore (approxi¬ 
mately $ 3.5 billion)—far in excess of the 
World Bank/IMF projection of $ 2.3 
billion to be reached by this March-end— 
is being attributed, largely if not entirely, 
to the success in attracting remittances 
under the above schemes, an attribution 
that is totally misplaced. 

Actually, apart from the drawings from 
the IMF and World Bank, the main factor 
behind the jump in reserves in the recent 
months is none other than the severe im¬ 
port compression, the initial steps towards 
which were taken by the present regime’s 
predecessor. Export earnings have actually 
declined when reckoned in dollar terms. 
But there is also another factor, namely, 
the NRI remittances to the FCNR and 
NRER deposits, which seems to have con¬ 
tributed, and that too quite significantly, 
to the rapid improvement in the country's 
reserve position. These deposit schemes 
have been extant for quite some years, but 
\ accretion to them had dried up and in fact 
become negative for some time during the 
period of uncertainty starting with the 
crisis in the Gulf. 

According to a report appearing in 
some financial dailies, going by the pace 
at which non-resident deposits (which 
carry no immunity) with banks in Kerala 
have piled up in recent months, it is anti¬ 
cipated that by the end of the current 
financial year, i e, by March-end 1992, 
these deposits will have registered a growth 
of close to 60 per cent, from Rs 2,100 crore 
to Rs 3,3(X3 crore. If one were to project 
the level of these deposits for the country 
as a whole, applying the same rate of 
growth as bankers in Kerala hope to 
achieve, they should reach somewhere over 
Rs 30,000 crore by the close of the current 
financial year. 

On this basis, the net additional inflow 
on account of NRI deposits should be of 
the order of $ 4.35 billion, which is more 


than what the country would have drawn 
from the IMF during the year under its 
different facilities, including the stand-by 
arrangement. The amount is obviously 
several times the anticipated accretion 
under the two schemes referred to at the 
outset. 

Interestingly, however, in discussions on 
the country’s payments and reserves posi¬ 
tion, scant attention is paid to the con¬ 
tribution of non-resident remittances. At 
a three-day conference organised in Delhi 
by a so-called NRI institute and patronis¬ 
ed by leading lights of the present regime, 
attention was almost altogether focused 
on additional facilities and concessions 
for funds to be attracted either under the 
two immunity schemes or for purposes oi 
direct investment by NRls. 

Not that funds which the country can 
attract under the above two schemes have 
to be spurned. But shouldn’t one have a 
sense of proportion? Or does one have to 
be carried away by the pressure of the lob¬ 
bies set up by the powerful so-called NRls 
whose principal interest is in exploiting the 
opportunities the country of their origin 
offers to make profits which they can 
repatriate and neglect the genuine NRls 
such as our migrant workers in the West 
Asia? The latter are intcre.sted in remit¬ 
ting their foreign savings to build up assets 
(financial and physical) at home which 
they can rely upon when their jobs 
overseas are over. If only the country had 
been sufficiently watchful and had .shown 
due concern for the latter, even the decline 
in the inflow of NRI remittances we suf¬ 
fered during the Gulf crisis might have 
been possible to avoid to a considerable 
measure. 


LIQUOR TRAGEDY 

Who Is to Blaine? 

THE story line is always the same; work¬ 
ing people spending hard-earned money 
on poisoned brew; death, disablement and 
destitution; loud sympathetic noises, 
monetary compensation, some arrests, in¬ 
quiries ... and finally nothing. Between 
July 1981 and December 31,1991 there have 
been 671 recorded deaths due to adultera¬ 
ted liquor. And this represents only deaths 
occurring immediately after consumption 
of liquor, usually from one particular 
source, for it is now apparent that country 
liquor may be adulterated with methylated 
spirit to an extent leading not to im¬ 
mediate death but to the accumulation of 
poisons in a habitual drinker so as to 
cause premature death or, worse, blind¬ 
ness and other disability. 


The latest in this series of liquor 
tragedies is what is being referred to as the 
Dirdeo tragedy in Bombay which has 
already claimed 90 people with more still 
in a serious condition and others tem¬ 
porarily or permanently disabled. And, as 
usual, the police have unearthed an illegal 
network through which country liquor 
gets transformed into the killer brew, jour¬ 
nalists have located legal loopholes and 
administrative roadblocks which make it 
impossible for prompt legal action to be 
taken against those who are part of this 
illegal network, and the government has 
set up an official inquiry. For, it now 
becomes apparent that industrial alcohol, 
(poisoned deliberately in the hope that it 
will become impotable, which is available 
under licence only to actual users (for in¬ 
stance, for making varnishes and other 
chemicals) is regularly sold in quantities 
far in excess of what is required for the 
staled purposes; that this is diverted to 
agents who supply it to bar-owners and. 
liquor dealers who in turn adulterate) 
country liquor with water and add ‘safed. 
maal’ or denatured spirit to ‘give it a kick’. 
It is also now clear that the police depart¬ 
ment cannot take action against the illegal 
activities of bar-owners/dealers, even if 
they were so inclined, because of a I982^ 
order which specifically prohibits the con¬ 
cerned sub-inspector from taking any ac¬ 
tion other than informing the excise 
department. Given all this it is necessary 
to ask on what basis the government has 
announced an ad hoc payment of a 
meagre Rs 10,000 to the next of kin? 
Further, who will hear the burden of tak¬ 
ing care of the disabled? Should such in¬ 
cidents not be regarded as an outcome of 
negligence on the part of the government, 
whoever be the actual perpetrators of the 
crime'> 

The second phase of the tragedy is olj 
course yet to be enacted, as it will be when 
the inquiry committee, with its limited 
mandate of looking into this particular in¬ 
cident and not into the legal and adminis¬ 
trative set-up concerning the production 
and sale of spirit, produces its report and 
recommendations which will in all prob¬ 
ability be filed away in some dusty cup¬ 
board. This is in fact what has happen^ 
in every case in the past, and not surpris¬ 
ingly either. That politicians have a big 
stake in the liquor industry everywhere u 
hardly a revelation, although the liquor 
lobby may be more visible in some stales 
than in others. This ts one reason why no 
state has set up a comprehensive review 
committee. And this is also why it is 
unlikely that the risks associated with the 
consumption of country liquor will in any 
way diminish after this tragedy. 
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CPKM) 

Illusion of Movement 

THE 14th Congress of the Communist 
Party of India (Marxist) just concluded 
in Madras was a departure from the i3th 
Congress held at Trivandrum in 1988. 
New geileral secretary Harkishen Singh 
Surjeet’s claims notwithstanding, clear 
lines of toision were revealed in the 
Congress—a development that need not 
evince much surprise if the tumultuous 
Siliguri state conference of the West 
Bengal unit of the party was any pointer. 

The divisions around ideological, 
political and organisational issues also 
bring into focus the regional groupings 
within the party. Where the party leader¬ 
ship found itself thoroughly embarrassed 
was on the draft political resolution. In 
an attempt to legitimise the parliamentary 
activities of the party, the draft resolu¬ 
tion ended on the timid note that “... 
the people, after two successive elections, 
were not prepared to face yet another 
election”. What the ‘people’ feel about 
this is not clear but the leadership’s folly 
was established when under pressure from 
the rank and file the sentence was aban¬ 
doned altogether and reassurances were 
offered that a tough line would be taken 
against the Congress and its policies 
within parliament. But what detracts 
from the credibility of the leadership and 
reinforces the suspicion that ‘issue-based 
support’ will be given to the minority 
government is Surjit’s s atement that the 
party considers its extra-parliamentary 
struggles more important. There is 
perhaps more than a trace of truth in this 
claim, though the only visible extra¬ 
parliamentary struggle is the leadership 
struggle in the parly. The leadership’s 
lack of a political alternative was confirm¬ 
ed by the open admission of dependence 
on the Congressd). the argument being 
that pulling down the government at this 
stage would pave the way for the BJP to 
gain power at the centre. More embarras¬ 
sing for the new general secretary was the 
conspicuous silence maintained by Jyoti 
Basu, a member of the steering committee 
guiding the deliberations of the Congress 
with a marked tendency to stray from the 
party line, particularly on the economic 
policy changes. 

Another embarrassment related to the 
draft resolution on ideological issues 
which attracted several amendments and 
on which discussion proved inconclusive 
with the result that it was finally passed 
by the Congress as the resolution on cer¬ 
tain ideological issues. External circum¬ 
stances forced the leadership into assum¬ 


ing a self-critical stance, admitting that 
it had been nusled by fraternal parties and 
resolving to be more cautious in the 
future. That the dramatic thinning of the 
ranks of fraternal parties renders this 
resolve somewhat meaningless is a dif¬ 
ferent issue. In the meanwhile no refor¬ 
mulation is evident. 

Organisationally a minor change is evi¬ 
dent. Claims about organisational growth 
and the expansion of the mass fronts since 
the Salkia plenum of 1978 were tempered 
by the admission that much of this con¬ 
solidation took place in the strongholds 
of West Bengal, Kerala and Tripura. The 
most glaring failure has been the inability 
to make any headway in the Hindi 
heartland. 

The centra] secretariat that was propos¬ 
ed by tite Salkia plenum to strengthen the 
parly’s centre and expand its base has yet 
to materialise. The only concession to 
greater democracy in the party constitu¬ 
tion is the alteration in procedure for elec¬ 
ting the Central Control Commission. 
The three-member commission that was 
formerly elected by Central Committee is 
instead now elected by the Congress, thus 
leaving it a little more free of the CC. The 
politburo is also to be expanded. 

Several questions however still remain. 
While the threat of opposing the govern¬ 
ment at the mass and parliamentary levels 
has been made there is little indication of 
the strategic and tactical line to be follow¬ 
ed. It is perhaps the absence of a base in 
the Hindi belt and the general retreat of 
socialism that has prompted the party to 
take a more positive view of the various 
Naxalite groups. But given the party’s 
traditional paternalism a meaningful 
alliance need not necessarily follow. 

A matter of some mystery is where 
Jyoti Basu stands in relation to the party 
line. Curiously many of the changes, par¬ 
ticularly in the political resolution, which 
strengthened the criticism of the Congress 
and the new economic policies were in¬ 
itiated by the delegates from West Bengal. 
Which also raises the question where the 
state unit and Jyoti Basu stand in relation 
to each other. 


POLITICS 

Not the Primary Factor 

MOST politicians, often including Marx¬ 
ist ones, have either never studied dialec¬ 
tics or not fully understood it. That is why, 
either knowingly or unknowingly, they 
often resort to half-truths in support of 


their favourite or convenient themes. They 
cannot be fully unaware that few people 
would be really won over or influenced by 
.such subterfuges. But habits die hard! 

A recent instance of such a ploy was 
provided by the prime minister when he 
accused Pakistan of waging a proxy war 
in Kashmir and Punjab in the recent ses¬ 
sion of the National Integration Council. 
“It is’’, he said, “totally a sponsored 
terrorism that is being carried out from 
across the border!’ The Indian com¬ 
munists too have often echoed similar sen¬ 
timents about the role of external forces 
behind India’s internal disturbances in 
Kashmir, Punjab, or Darjeeling and the 
north-eastern States. 

These allegations, as already conceded, 
are not wholly baseless, but only partly. 
The allegations about Pakistan’s involve¬ 
ment in Kashmir and Punjab are 
undeniably true, but it is only a secondary 
factor in the developing situation. Exter¬ 
nal intervention succeeds in creating 
serious problems for a country only when 
they manage to establish linkage with in¬ 
ternal forces. Or, in familiar dialectical 
terms, everything develops or moves due 
to internal contradictions: external forces 
influence or act on these contradictions 
only through internal agencies. Hiteswar 
Saikia, Congress(l) chief minister of 
Assam, has expounded this truth with 
reference to the situation in Assam. In a 
recent interview with a Calcutta 
newspaper, Saikia has said, “by seeking 
help from Bangladesh, Pakistan and 
possibly China, the ULI-A has opened the 
door for foreign interference". 

If this really be the situation, as it surely 
is, then it is more importani and fruitful 
to initiate steps that can ease the internal 
problems rather than raise a hue and cry 
about external interference about which 
the world is aware but unwilling or unable 
to take remedial steps. 

A footnote, however, has to be added 
to the above lest the whole thing be 
understood in a simplistic manner. The 
report quoted above also provides 
material for this postscript ULFA or a 
similar agency can acquire a leverage only 
when ii has been able to secure at least 
the passive support of the people, which 
ill the case of Assam ULfA has been able 
to do if the leading Assamese litterateur, 
president of the Sahitya Akademy and a 
Jnanpith award winner. Birendra Bhalla- 
charya, is to be believed. “The Assamese!’ 
he said, “do not believe in ULFA’s scces- 
sionisin. Nor do they approve of its ex¬ 
cesses. But a vast majority of them think 
that the U1 FA represents their aspira 
lions!’ 
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NUCLEAR POWER 

Unhealthy? 

IN 1983 a television programme in UK 
alleged that there had been a iO-fold in¬ 
crease in the incidence of leukaemia in 
children living near the Sellafield 
reprocessing plant in West Cumbria. Soon 
a similar apparent correlation was found 
in northern Scotland. The uproar these 
revelations caused pressurised the British 
Office of Population Censuses and 
Surveys to initiate a retrospective study on 
cancer incidence and mortality near 
nuclear installations in Britain and Wdes 
between 1959 and 1980. A similar study 
was undertaken in the US covering a 
larger number of installations and a 
longer time period and a third was begun 
in Canada. 

The outcome of the three investigations, 
much to the nuclear establishment’s glee, 
appeared to disprove the allegations of a 
link between cancer and nuclear installa¬ 
tions. The largest, the US survey, showed 
no link between cancer mortality and 
proximity to a nuclear installation. Since 
the survey was based on countywise 
cancer mortality data, nuclear ‘pundits' 
have been using the survey results to 
‘scientifically’ demonstrate that nuclear 
power is safe. And yet what did the survey 
in fact indicate? To quote; “We cannot 
conclude that nuclear facilities have not 
caused any cancer deaths in persons living 
near them. It can be concluded, however, 
that if nuclear facilities posed a risk to 
neighbouring populations that risk was 
too small to be detected by a survey such 
as this one’’. (IAEA Bulletin, Vol 35, 
No 2). That the survey had significant 
limitations was acknowledged by the 
team: first it included only mortality data 
and not morbidity figures. Given the pro¬ 
gressively better care available tor cancer, 
death may have been postponed. Second, 
the survey was undertaken in 1982 and 
since most of the power plants began to 
function only in the 70s. the time period 
involved may not have been sufficient to 
bring out radiation-induced cancer (other 
than leukaemia) except for the first few 
years of plant operation. 

Interestingly, the Indian nuclear 
establishment, apart from quoting these 
studies, has made no move to conduct 
similar investigations. Nor has it attemp¬ 
ted to undertake baseline population 
surveys before setting up power plants, 
although this is a requirement for obtain- 
ingTenvironmental clearance. This in spite 
of the fact that independent studies have 
thrown up data which need to be checked 
December 28. 1991, p 29»7) in the 


present phase of reviving interest in 
nuclear power, it becomes imperative that 
the establishment be persuaded to in¬ 
vestigate the health-radiation link around 
its ptoUfeiating instidlations. But given the 
establishment’s current disinterest in that 
direction, it is all the more necessary for 
independent agencies to conduct surveys, 
particularly around long-established 
plants such as Ikrapur. But even this is dif¬ 


ficult, if not impo.s$ible, because the 
establishment is protected by the provi¬ 
sions of the Atomic Energy Act which 
may be and has been interpreted by the 
authorities to clamp a lid on all informa¬ 
tion including health and operational 
(fata. In the circumstances it is high time 
that the act, passed at a time when the 
current grand nuclear plan had not emerg¬ 
ed, be reviewed. 


Saineeksha Trust 

Professor A K Dasgupta retired as Chairman of the Board of Trustees 
of Sameeksha Thist in September last year. Placing on record its ap¬ 
preciation of Professor Dasgupta’s contribution to the Trust, the Board of 
TYustees unanimously passed the following resolution at its meeting in 
Bangalore on September 29, 1991: 

The meeting noted Professor A K Dasgupta’s decision, as conveyed 
in his letter of September 4, 1991 to the Managing Trustee, to retire 
as Chairman and member of the Board of TYustees. While regretful¬ 
ly acceding to Professor Dasgupta’s wish, the Board resolved 
unanimously to place on record its deep appreciation of Professor 
Dasgupta’s contribution to the TYust. A contemporary of Shri Sachin 
Chaudhuri and one of his closest associates from the time of the start¬ 
ing of The Economic Weekly in 1949, Professor Dasgupta has been 
a rich source of advice and guidance to the Trust, as a member of 
the Board from 1967 and as its Chairman from 1979. The Sameek.<.ha 
TYust owes an immense debt of gratitude to Professor Dasgupta for 
his close involvement in all the activities of the Trust, which has con¬ 
tinued undiminished in spite of his indifferent health in recent years, 
'fhe Board wishes to convey to Professor Dasgupta its sincere thanks 
and good wishes for good health and many more years of creative 
work. 

Shri Hiten Chaudhury, Managing TYustee of Sameeksha Trust, passed 
away in Bangalore on October 2, 1991. Condoling Shri Chaudhury’s 
death and placing on record its appreciation of his services to the Trust, 
the Board of TYustees has unanimously passed the following resolution; 

It is with deep sorrow that the TYustees record the passing away of 
Shri Hiten Chaudhury, Managing Trustee of Sameeksha Trust, at 
Bangalore on October 2,1991. Shri Hiten Chaudhury was in Bangalore 
in connection with the meeting of the Board of TYustees on September 
29 and suffered a heart attack late in the evening on the following 
day. The TYustees resolve unanimously to place on record their deep 
appreciation of Shri Hiten Chaudhury’s many-sided contributions to 
the activities of the TYust. Shri Hiten Chaudhury joined the Board 
of Trustees as Managing TYustee in December 1966 on Shri Sachin 
Chaudhuri’s death, even though his association with The Economic 
Weekly went back to 1949 when the journal was founded by his il¬ 
lustrious elder brother. Shri Hiten Chaudhury was thus the Sameeksha 
Trust’s link to the vision and purposes of its founder. The Trust will 
miss the gentleness, patience and the mature wisdom with which Shri 
Hiten Chaudhury guided its affairs for a quarter of a century and 
bis passing leaves a void which it will be impossible to fill. To Shrimati 
Aruna Chaudhury, Shri Hiten Chaudhury’s wife, the TYustees con¬ 
vey their heartfelt condolences while sharing in her grief at her terri¬ 
ble los.s. 
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THE MARKETS 


No Case for Cotton Import 


D P Shanna 

GOING by the statistical data compiled 
by the East India Cotton Association, lint 
cotton prices on January 7, stood 122 per 
cent to 91 per cent, depending on the 
variety, above the enhanc^ support prices 
Fixed for the current season and compared 
with the prices a year ago they were 47 per 
cent to 75.6 per cent higher. To say that 
excepting very few varieties the ruling 
prices are IS per cent to 23.4 per cent 
lower than the all-time highs touched in 
August—DCH-32 has registered a new 
high—would be underplaying the implica¬ 
tions of the prevailing high level of prices. 
Comparison of prices early in the season 
with those at the fag-end of the season is 
odious. The seasonal factor is of great im¬ 
portance in assessing the price situation 
in agricultural commodities. 

The pronounced contra-seasonal firm¬ 
ness in cotton prices and that too in the 
face of the fairly satisfactory flow of new 
crop supply arrivals till end of December 
are placed at 41.2 lakh bales against 47.6 
lakh bales last season and the way the tex¬ 
tile industry’s spokesmen have been go¬ 
ing about raising alarm signals and press¬ 
ing hard for the import of 10 lakh bales 
under OGl. give the impression of a vir¬ 
tual cotton famine. The meagre carryover 
stock of 16.14 lakh bales projected by the 
Cotton Advisory Board in its cotton 
balance-sheet for 1991-92—grossly inade¬ 
quate to meet the industry’s raw material 
needs till new crop supplies become 
available—lends support to the industry's 
plea for imports. 

The shortage of cotton is certainly not 
all that serious as is sought to be made 
out by the industry’s spokesmen, unless, 
of course, crop estimates undergo a fur¬ 
ther drastic revision. Estimates put up at 
the CAB meeting on December 23 ranged 
between 114 lakh and 117 lakh bales. Any 
shortfall in production is certain to be 
more than made good by the sharp reduc¬ 
tion in exports from 11.9 lakh bales to 1 
lakh bales (Bengal Deshi). In the cotton 
balance-sheet for 1991-92 approved at the 
CAB meeting, the crop has been placed 
at 116.5 lakh bales. Inclusive of the open¬ 
ing stock of 22.62 lakh bales, the total 
domestic supply comes to 139.14 lakh 
bales. The total demand has been reckon¬ 
ed at 123 lakh bales—mill consumption 
114 lakh bales, ex-mill consumption 8 lakh 
bales and exports one lakh bales—leaving 
a carryover stock of 16.14 lakh bales at the 
end of the season. 


Unquestionably, the carryover stock is 
low enough to be viewed with serious con¬ 
cern. But it is based on highly ques¬ 
tionable assumptions. The CCI and the 
trade representatives arc known to have 
expressed strong reservations about the 
projected increase of 6 lakh bales in mill 
consumption from 108 lakh bales to 114 
lakh bales. According to the CCI, con¬ 
sumption may not exceed last season’s 
figure and it may even be less than 105 
lakh bales. In the context of the cotton 
shortage and the consequent rise in prices 
it does not stand to reason that cotton 
consumption will go up by 6 lakh bales. 

One might not question the industry’s 
ability to consume 114 lakh bales or even 
more but the more pertinent issue is 
whether in view of the anticipated short 
shpply it is at all desirable to import cot¬ 
ton to support mill consumption beyond 
la.st season’s level. And if mill consump¬ 
tion were to be no mOre than 108 lakh 
bales it would increase the projected carry¬ 
over stock by 6 lakh bales. This is not all. 
It IS surprising that nobody should have 
raised the very pertinent point at the CAB 
meeting as to why mills had not made any 
firm arrangement so far to import cotton 
under the advance licensing scheme if they 
genuinely felt that domestic supply was 
not adequate to meet their requirements. 
On a rough reckoning if the exporting 
mills were to fully avail of the advance 


licensing scheme against all exports of cot¬ 
ton items, cotton imports could well 
exceed 15 lakh bales. Until a few weeks 
ago foreign cotton prices were much lower 
than Indian cotton prices. Even so, expor¬ 
ting mills did not care to avail of the ad¬ 
vance licensing scheme for importing cot¬ 
ton. Going by the latest prices in the 
international markets, imported cotton 
works out to be cheaper by R$ I,(XX) to 
Rs 2,000 per candy. / 

It would not seem unreasonable to 
presume that if millsmavc not availed of 
the advance licensing scheme for import 
of cotton so far it is becau.se they find it 
more convenient and profitable to avail of 
the exim scrip benefit. The industry can 
have no legitimate case for importing cot¬ 
ton under OGL involving expenditure of 
precious foreign exchange if exporting 
mills are unwilling to procure cotton 
under the advance licensing scheme. It is 
arguable that non-exporting mills have no 
access to the advance licensing facility but 
they do need cotton. This raises another 
important issue whether it is advisable to 
incur foreign exchange expenditure to 
meet the needs of mills catering entirely 
to domestic consumption. 

This brings one to the ticklish issue of 
high cotton prices. Discussions on cotton 
prices in official as well as non-official 
quarters generally betray a lack of proper 
perception of the altogether elementary 
fact that cotton prices cannot be viewed 
in isolation. They have got to be related 
to the prices of yarn and cloth. For, the 
demand for cotton is derived from the de- 
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mand for yarn and cloth. One would not 
normally expect a mill to buy cotton at 
prices which make conversion of cotton 
into yarn/cloth an uneconomic operation. 
Consumer resistance for yarn and cloth 
would get reflected in raw material prices 
sooner or later. One can, of course, 
visualise situations in which management 
would prefer to keep the unit running even 
at a loss for quite some time as a sequel 
to the rise in raw material costs instead 
of resorting to a cutback in production. 

But this is all in the game. No en> 
trepreneur can claim any divine right to 
making profit or guaranteed supply of 
raw material to enable him to operate the 
unit at economic capacity. Entrepreneurs 
have only themselves to blame if they set 
up capacities unrelated to the availability 
of raw material. 

It is surprising that members attending 
the CAB meeting to as.sess the cotton 
situation in all its aspects should not have 
bothered to discuss the relative movements 
in the prices of cotton, yarn and cloth. 
While much is often heard about the im¬ 
pact of high cotton and yarn prices on the 
fortunes of the decentralised sector, 
especially handlooms. nobody bothers 
about the consumers of cloth. 

Manufacturers cannot be expected to 
take kindly to any increase in the prices 
of their raw material but they have little 
cause to worry so long as they are able to 
sell their products at rising prices. Con¬ 
sidering the highly questionable assump¬ 
tions on the basis of which the cotton 
balance-sheet has been worked out to pro¬ 
ject a carryover stock of 16.14 lakh bales 
at the end of t he season, it is hard to resist 
the feeling that the entire exeici.se has been 
very skilfully carried out to support and 
strengthen the industry's case for import 
of cotton. 

It would be much better to make do 
with reduced consumption of cotton 
rather than spending precious foreign 
exchange to support a higher level of con¬ 
sumption. However, should the govern¬ 
ment deem it necessary to augment 
domestic supply through imports it would 
do well to import the entire quantity on 
its own and get it converted into hank yarn 
from the public/co-operative sector spin¬ 
ning units which have a combined 
spindleage of 6.10 million and feed the 
handloom sector which has come to ac¬ 
quire the status of a highly privileged sec¬ 
tor in official reckoning. And should the 
government feel compelled to favour the 
mills, the least it should do is to allow im¬ 
port of cotton through the CCI on a back- 
to-bhek arrangement with mills. This will 
also help to bring out how genuine the 
milts are to import cotton. Latest reports 
are that mills are only await ing the govern¬ 


ment’s decision on the industry’s plea for 
waiving the 40 per cent import duty for 
entering into import deals for S lakh bales. 

If mills were not constantly reminded 
about making available at reasonable 
prices hank yarn required by handlooms, 

COMPANIES 


CEAT TYRES has marginally improved 
its market share. This was made possible 
by the company’s own R and D and ex¬ 
cellent technological support from 
Yorkhoma Rubber Company, Japan, the 
collaborators. In the radial tyres segment 
the company had an edge over the others. 
Encouraged by this, the company plans 
substantial expansion of steel belted tyres 
for cars and light commercial vehicles. 
The company’s third tyre factor at 
Aurangabad to produce 1.5 million tyres 
and 2 million lubes primarily for two- and 
three-wheelers went into commercial pro¬ 
duction in September 1991. 

The company’s expansion programme 
was not restricted to the tyre division but 
covered other areas such as glass fibre, 
electronics and tyrecord. With the com¬ 
pletion of the Rs 25 crore modcrni.sation 
and expansion programme in September 
1991, in technical collaboration with Nitto 
Boseki of Japan, the company became the 
largest producer of glass fibre, in elec¬ 
tronics, the project for manufacture of 
photo-copiers at Gandhinagar in technical 
collaboration with Ricoh of Japan has 
been completed. The tyrecord project in 
technical collaboration with J Toray of 
Japan is under implementation, though 
there has been a cost overrun due to 
devaluation. The project is expected to go 
on stream by the middle of this year, with 
an initial production of 10,000 tonnes of 
yarn per annum. 

Net sale recorded an increa.se of 13.2 per 
cent in the year ended June 1991. The tyres 
division registered an increase of 13.7 per 
cent in sales, while the sale of glass fibre 
showed a rise of 11.4 per cent. Export of 
tyre at Rs 34.12 crore recorded a rise of 
36 per cent over the previous year while 
the electronics and glass fibre divisions 
made a contribution of Rs 4 crore to ex¬ 
ports. Aggregate foreign exchange earnings 
of the company at Rs 38.10 crore moved 
up by 4.8 per cent over the previous year. 

Production of automotive tyres improv¬ 
ed by 5.7 per cent from 28.04 lakh to 29.63 
lakh. Production of automotive tubes 
was, however, lower at 15.64 lakh com¬ 
pared to 16.52 lakh. The production of 


the textile industry would not perhaps be 
much bothered about augmenting 
domestic supply through imports. The 
industry, comprising of go<^, not-so- 
good, bad and hopeless units, has all the 
know-how to thrive on shortages. 


glass fibre also showed a decline from 
1,711 tonnes to 1,663 tonnes. There was 
an all-round improvement in production 
in the electronics division. This division, 
however, witnessed a stagnant market in 
its traditional products like television and 
audio systems. 

Nearly 43 per cent of the company’s 
raw material consumption of Rs 753 crore 
was imported and the sharp rise in prices 
of carbon black, rubber chemicals, lead 
wire and synthetic rubber had a severe im¬ 
pact on margins. However, the innovative 
efforts to improve quality and cut costs 
coupled with increase in tyre prices helped 
the company to partially offset the esca¬ 
lating costs. 

Although operating profits spurted by 
39.5 per cent, gross profits showed a rise 
of only 22.2 per cent due to the sharp in¬ 
crease of 60,7 per cent in interest charges. 
After-lax profits were only nominally 
higher due to increase in depreciation 
charges and tax provision. 

The company’s R and D centre played 
a key role in energy conservation, import 
substitution, cost reduction and quality 
improvement. The company spent 0.66 
per cent of turnover towards R and D. 
Future plans involve improvement in the 
present range of bus tyres, development 
of light truck radial tyres, development of 
hybrid varieties based on glass, carbon 
PET fibres and conversion of waste glass 
to useful low cost moulded products. 

Funds flow in 1990-91 was Rs 139.15 
crore. Borrowings and trade dues formed 
77.3 per cent of funds inflow. Nearly 61.6 
per cent of the funds outflow was for ac¬ 
quisition of fixed assets and the remain¬ 
ing was used for working capital. 

MANGALORE CHEMICALS AND 
FERTILISERS 

Turn-Around in Offing? 

MANGALORE CHEMICALS AND 
FERTILISERS (MCF), an ailing unit, 
achieved an increase of 6.4 per cent in 
turnover on an annualised basis during 
the six months ended March 1991. 
However, the company continued to in- 


Sustained by Technology 
Upgradation 


S 
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cur losses and accumulated losses as at the 
end by March 1991 were Rs 73 crore. The 
notable features of the latest period’s 
operations were reduction in losses and 
improvement in production. 

Production of urea at 1,40,447 tonnes 
during the six months showed an increase 
of 12.1 per cent over the corresponding 
period of the previous year. Capacity 
utilisation was 83 per cent as against 74 
per cent in the previous year. Production 
of ammonium bicarbonate also showed 
an increase from 2,068 tonnes to 2,7S0 
tonnes, resulting in significant improve¬ 
ment in capacity utilisation from IIS per 
cent to IS3 per cent. This was made possi¬ 
ble by suitable modifications to reduce 
breakdowns in plant operations and 
reduction in downtime by modifying 
operating procedures. However, the di¬ 
ammonium phosphate plant saw lower 
production from 37,792 tonnes to 36,219 
tonnes resulting in a fall in capacity 
The Week's (Companies 


utilisation frenn SS per cent to S3 per cent. 
This was mainly due to non availability 
of phosphoric acid. 

There was an all-round improvement in 
sales. Sale of urea improved by 21 per cent 
from 1.19 lakh tonne to 1.44 lakh tonnes. 
While the sale of DAP went up from 0.30 
lakh tonne to 0.4S lakh tonne, that of 
ammonium bicarbonate at 2,736 tonnes 
rose by SI per cent over 1,814 tonnes. This 
also enabled the company to bring down 
the inventory to an alt-time low level. The 
company also reportedly made progress 
in improving collections and reducing 
total outstandings. 

The Rs 98 crore rehabiliution package 
approved by the financial institutions, 
banks and the state government is repor¬ 
tedly progressing well. With the reliefs and 
concessions given and improved opera¬ 
tions, profitability is expected to show a 
recovery in the coming years. Rcplace- 
ment/repair of equipment and machinery 

fRs lakh) 


of the respective plants is also progress¬ 
ing well, lb ensure uninterrupted supply 
of phosphoric acid, the company plans to 
set up a phosphoric acid plant abroad at 
an appropriate location. The installed 
capacity of the plant would be 40O-S00 
tonnes per day. The company has drawn 
up a Rs 261 crore backward integration 
project at Panambur near Mangalore to 
produce phosphoric acid and sulphuric 
acid. It is also exploring the possibility of 
expanding its manufacturing activities in 
the East African countries where con¬ 
siderable potential exists. 

HOGANAS (INDIA) 

Backward Integration 

HCXjANAS (INDIA), a subsidiary of 
Hoganas AB, Sweden recorded an im¬ 
pressive increase of 20.9 per cent in net 
sale. The company is manufacturing iron 
powder which has applications in powder 
metallurgy and flame cutting. The com¬ 
pany depends largely on imports for supp¬ 
ly of raw materials. Nearly 64 per cent of 
the aggregate raw material consumption 
of Rs 3.21 crore was imported in 19^91 
and the abnormal increase in input cost, 
particularly in the second half of the year, 
caused severe pressure on margins. As a 
result, profit before and after tax did not 
show a comparable increase. While the 
profit before tax rose by only 4 per cem, 
after-tax profit improved by 13 per cent. 
Production of iron powder at 3,884 ton¬ 
nes showed an increase of 1.8 per cent over 
3,473 tonnes in the previous year. Capacity 
utilisation rose from 57.9 per cent to 64.7 
per cent. 

With the objective of expanding opera¬ 
tions and reducing dependence on outside 
sourcing of raw materials, the company 
is planning to go in for a backward in¬ 
tegration project for the manufacture of 
critical raw materials indigenou.sty in 
1992-93. This investment is expected to 
substantially improve the long-term pro¬ 
fitability of the company. 

The company turned the corner in 
1989-90 and earned a profit as against a 
loss in the previous year. It declared a 
maiden dividend of IS per cent that year. 
The uptrend in operating results con¬ 
tinued in 1990-91. In the firs* six months 
of the current financial yeai, sales and 
profit showed an uptrend compared to the 
corresponding period of the previous year. 

BHARAT FORGE AND PRESS 
INDUSTRIES 

Expansion Project 

BHARAT FORGE AND PRESS 
INDUSTRIES (BFPIL) is setting up an 
expansion project to manufacture value- 
added products of pipe fittings in different 
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Financial Indicators June June September March March March 

1990 1991 1990* 1991" 1990 1991 


Income/expenses/profits 
Net sales 
Other income 
Raw materials consumed 
Power and fuel 

Other manufacturing expenses 

Labour cost 

Other expenses 

Operating profits 

Interest charges 

Cross profits 

Depreciation 

Profits before fax 

Tax provision 

Profits after tax 

Dividends 

l.iabililies/asseis 

Paid up capital 

Reserves and surplus 

Ixmg term loans 

Short term loans 

Current liabilities 

Gross fixed assets 

Accumulated depreciation 

Inventories 

Of which finished goods 
Receivables 
Loans and advances 
Cash and bank balances 
Investments 
Other assets 
Total liabilities/assets 
Key financial ratios 
Turnover ratio 
Return on sales 
Return on investment^e 
Return on equitv (^c) 

Earning per share 
Dividend (Vo) 

Book value per share (Rs) 
Current market price 
P/E ratio 


40035 

45324 

22110 

1633 

3554 

83 

26722 

28853 

8922 

1288 

1468 

— 

6SI 

777 

4495 

3186 

3777 

1193 

4856 

6448 

6756 

5642 

7873 

827 

2541 

4084 

3596 

3101 

3789 

2769 

857 

1043 

1449 

2244 

2746 

-4218 

_. 

480 

— 

2244 

2266 

4218 

44.1 

530 

— 

1476 

1651 

6271 

10915 

13066 

6024 

13254 

23606 

18237 

4476 

9081 

—- 

10793 

12860 

2362 

16930 

25499 

8051* 

6225 

7229 

— 

5446 

6677 

3934 

2002 

2300 

— 

9536 

11152 

1480 

8582 

11872 

5082 

2312 

3103 

2079 

3363 

7955 

— 

870 

1235 

220 

40914 

60264 

20846 

0.98 

0.75 

0.71 

7.75 

8.36 

-12.52 

7.58 

6.29 

-8.86 

18.10 

15.40 

-1138.46 

15.20 

13.72 

-4.SS 

3.00 

3.30 

— 

67.99 

76.46 

0.41 

— 

110.00 

— 

— 

8 02 

— 


7839 

460 

556 

145 

7 

12 

3566 

279 

321 

- 

6 

8 

2186 

19 

27 

427 

12 

15 

1362 

44 

74 

443 

116 

118 

1081 

42 

39 

- 638 

74 

79 

351 

24 

27 

-989 

50 

A 

52 

-989 

H 

46 

52 

— 

17 

21 

9351 

115 

115 

- 7381 

29 

61 

18087 

223 

165 

— 

64 

55 

2205 

256 

310 

9153* 

387 

405 

— 

52 

79 

3499 

196 

229 

— 

31 

26 

995 

III 

121 

5265 

24 

15 

3202 

II 

5 

148 

10 

10 

22262 

687 

706 

0.70 

0.67 

0.79 

-8.14 

16.09 

14.21 

-5.73 

10.77 

11.19 

-100.41 

31.94 

29.55 

2.31 

4.00 

4.52 

— 

1.50 

1.80 

2 18 

12.52 

15.30 

20.00 

— 

172.50 

— 

— 

38.16 


Notes', a 18 months, b 6 months. * net block, ' indicates breakup figures not available in the 
abridged report. 
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schedules and higher radius in (he form 
of elbows, reducers, etc, to find applica¬ 
tions in fertiliser plants, petrochemicals, 
refineries, nuclear plants and pharma¬ 
ceutical plants. The cost of the expansion 
project is estimated at Rs 800 lakh which 
will be financed by internal cash accruals 
of Rs 40 lakh, promoters’ contribution of 
Rs 250 lakh by way of equity and 
unsecured loan, public issue of Rs 270 
lakh and term loan from financial institu¬ 
tions of Rs 240 lakh. Promoted by Niran- 

IN THE CAPl PAL MARKET 

Hytaisun Magnetics 

HYTAISUN MAGNETICS promoted by 
the Maruti group, pioneers in the 
manufacture of micro-refined cotton 
seed oil, is setting up at Mehsana m 
Oujarat a project in collaboration with 
Laikwan, Hong Kong, for the manufac¬ 
ture of 10 million state-of-the-art video 
cassettes and 2,050 million running 
meiies (MRM) tape for 100 per cent ex¬ 
port. Its range of manufacture will in¬ 
clude blank video magnetic tapc/casset- 
tes of different qualities and grades of 
VHS, VHS-C, VHS PRO. VHS-HIFI, 
S-VHS, BETA. U-MATIC and other in¬ 
ternationally known formulas 
compatible with respective systems in dif¬ 
ferent countries all over the world. The 
video cassettes shall be compatible with 
PAL. SECAM, MESCOM and Nl^iC. 
The PAL system is widely used in India 
and the others are used mostly in western 
countries and Europe The company also 
proposes to manufacture U-matic tapes 
in I' and ’/<" meant for professional use 
and broadcasting. Under the collabora¬ 
tion agreement, the collaborators have 
contracted to buy back the entire produc¬ 
tion for a period of five years from the 
date of commercial production, to be 
renewable for a further period of five 
years. The project will cost nearly Rs 315 
million to be financed by term loans ol 
Rs 192 million and equity participation 
of Rs46.l million and Rs 99 million 
from the promoters and the foreign 
collaborators respectively. The company 
IS entering the capital market on January 
21 with a public issue of Rs 54 million 
Commercial production is expected to 
commence by April. 

Star Volkmann 

STAR VOLKMANN, promoted by 
Suresh M Mehta, chairman of Star 
(•roup, after having successfully im¬ 
plemented phase I of the project in 
March 1989 at Kelgcn industrial area, 
Uharwad In Karnataka in collaboratior, 
with Volkmann GmbH, West Germany, 
with an installed capacity of 100 iwo-for- 
one twisters a year, is embarking upon 
an expansioii-cum-modernisation pro- 


jan Jani, the company’s customers include 
IPCL, IOC, BHEL. HPCL, Thta Chemi¬ 
cals, Madras Refinery, Gas Authority, 
FACT. BHPV, RIL, GACL, SPIC. NFCL, 
GNFC, GSFC, ACC, Chambal Fertilizer, 
BRPL and SAIL, etc. The company has 
pending orders worth Rs 4 crore on hand 
and orders under negotiation worth Rs 15 
crore. The expansion project aims at hi^h 
value added/import substitute products 
for the domestic market and special ap¬ 
plication pipe fittings for exports. The 


gramme envisaging an increase in the 
production capacity to 180 machines a 
year and modernisation ot the existing 
facilities through which 100 per cent in- 
digeni.saiion will be achieved. The import 
content at present works out to nearly 40 
per cent of the core machine, namely, 
Rs 8.25 lakh. The second phase of the 
project IS scheduled to be completed by 
June To part finance it, the company is 
entering the capital market with a public- 
issue of 11,00,000 equity shares of Rs 10 
at par aggregating Rs 110 lakh. The is.sue 
opens on Januarv 27. Canbank Finan¬ 
cial Services arc the Lead Managers to 
the Issue 

Pittie Cement and 
Industries 

PITTIE CEMENT AND INDUSTRIES 
IS issuing 49,13,l(K) equity shares of Rs 10 
each at par, of which 19,65,240 shares are 
reserved for allotment to the promoters 
and tlieir associates and 29,47,860 shares 
are being offered to the public. Of the 
public issue, 2,45,655 shares are reserved 
for preferential allotment to the working 
directors/employees of the company and 
the promoter companies and the balance 
ol 27,02,205 shares are available for 
subscription by the Indian public. The 
public issue will open on January 21. The 
paid-up capital of the company after the 
present issue will be Rs 4.91 crore. Piitie 
Cement and industries, promoted by 
Vinod Kumai Pittie and Ashok Kumar 
Pittie, IS setting up a Portland cement 
plant with an in.stalled capacity of 150 
tonnes per day and an engineering unit 
to manutaciure 16 cement plants per an¬ 
num of 150 tonnes per day capacity. The 
cement plant is being set up at Jaitaran 
near Jodhpur in Rajasthan and the 
engineering plant is located in Jodhpur 
city. For its cement plant the company 
IS adopting the vertical shaft kiln (VSK) 
technology using the semi-dry process. 
The design for the mini cement plants to 
be fabricated by the company’s engineer¬ 
ing unit has been developed by the 
Cement Research Institute, New Delhi, 
and the Regional Research Laboratory, 
Jorhat. While commercial production 
has started at the cement unit, the 


company’s existing plant, which is 
operating at 750 MTPA, is bdng expand¬ 
ed to 2,000 MTPA. The management is 
negotiating for foreign collaboration for 
innovative export products and is also 
planning to set up a new company for 
manufacture of forged and socket weid 
fitting, mainly for export. The project 
planning and merchant banking support 
is provided by VMC Project Ihclmok^ies, 
Baroda. The company is located at 
Makarpura GIDC. Baroda. 


engineering unit is scheduled to go into 
production by March. The cost ol the 
project IS estimated at Rs 696.31 lakh and 
IS proposed to be financed through 
equity capital Rs 491.31 lakh (promoters 
Rs 196.52 lakh and public Rs 294.79 
lakh), lease finance Rs 140 lakh, 
unsecured loan from promoters and 
directors Rs 40 lakh and capital invest¬ 
ment subsidy Rs 25 lakh. PNB Capital 
Services and SBI Capital Markets are the 
Lead Managers to the public issue 

India Securities 

INDIA SECURITIES IS issuing 100 lakh 
equity shares of Rs 10 each at par, of 
which 37 lakh shares have been offered 
to the existing shareholders of the com¬ 
pany on rights basis and 63 lakh shares 
are being offered to the public. Of Ihe 
public issue. 5 lakh shares have been 
reserved for preferential allotment to 
working directors/employees of the com¬ 
pany and 20 lakh shares have been reserv¬ 
ed for preferential allotment to NRLs on 
lion-repatriable basis and the balance of 
38 lakh shares arc being offered to the 
Indian public. The public issue will open 
on January 20. The paid-up capital of 
the company will go up from Rs 49.60 
lakh lo Rs 1049.60 lakh after the present 
issue Promoted in 1984, India Securities 
was taken over by the Essar Group in 
1989 The company is presently engaged 
in leasing, hire purchase, bills discoun¬ 
ting, placement of securities and other 
financial consultancy and advisory ser¬ 
vices. The company had a total income 
of Rs 229 lakh in the year ended June 
1991 (Rs 131 lakh in the previous year) 
of which lease income was Rs 125 lakh 
(Rs 82 lakh) and income from financial 
advisory and consultancy services Rs 65 
lakh (Rs 42 lakh). Profit after tax was 
Rs 81 lakh (Rs 71 lakh) and the company 
paid a dividend of 25 per cent for Ihe 
year (50 per cent for the previous year). 
The company is making the issue of 
shares for meeting its growing working 
capital requirements and for enhancing 
its borrowing power based on the ex¬ 
panded equity capital base. PNB Capital 
Services and AIIBank Finance are the 
Ijead Managers to the issue. 


10 


Economic and Political 38^kly Jmuary 4-11,1992 



Calcutta Diary 

AM 

4^ Along with the rest of the country, the virtues of colonialism are 
being discovered by Calcutta too. The city's tricentenary provided 
a wonderful setting for that new exploration. The special Oscar 
for Satyajit Ray is yet another beginning. It links the old 
colonialism with the new version. 


CALCUTTA bestows its love even- 
handedty. Last year. Nelson Mandela 
received in this city perhaps the most 
boisterous ovation in his memorable 
political career. A lew weeks ago, the 
South African cricketers, still very much 
flaunting the blazer of Apartheid, had an 
equally warm reception. A little racialism 
is not going to stand in the way of 
Calcutta's citizenry having some fun and 
games. The heart of the matter is par¬ 
ticipatory frenzy, whether the frenzy has 
the right credentials does not bother the 
city’s populace any more. After all, in this 
Yeltsin epoch, values are worth only a 
couple of hours of carnival time, ('alcutta, 
the asymptotically dying city, is determin¬ 
ed to live down its .stigma of dreaming 
and plotting popular democratic revolu¬ 
tions. Those irresponsible days are over 
and done with; the city and its people are 
now eager to join any thoughtless ball. 
Calcutta adores Mandela, Calcutta does 
not cock a snook at Apartheid. Whoever 
provides a pretext (or excitement is 
welcome; ethics and ideology are defunct. 

Poor Satyajit Ray, he cannot escape the 
fate of being the next victim of Calcutta’s 
secular, detached, non-partisan invoca¬ 
tion of celebrities. He has to pay the price 
of the special Oscar coming his way next 
April. Strange and stranger phenomena 
are actually going to happen from now 
on. All inhibitions will be out; for the first 
time, the Indian delegate has voted the 
straight American line in the United 
Nations, The Economist has taken 
cognisance of this major development 
with a brilliant cartoon. Some reciprocity 
was in order. The American motion pic¬ 
ture industry therefore catches hold of 
Satyajit Ray, who, according to its firmly 
held views till very recently, was no great 
shakes, not even half of his films have 
been exhibited in God’s own country. 
Statesmanship however super* 'des the 
foibles of taste. One thing, besides, leads 
to another. Who knows, with the confer¬ 
ment of the special Oscar on Ray, it might 
no longer be necessary to belabour New 
Delhi with the threat of applying the pro¬ 
visions of the Special 301 section of the 
US Trade Act; reciprocity is as reciprocity 
does, the Indian government might yield 


a whole lot of ground in the negotiations 
over copyrights, patents and intellectual 
property rights. A beginning has in fact 
been made; Hollywood motion pictures. 
It has been decided, will be allowed un¬ 
trammelled entry into the Indian market. 
Other retreats will follow. At the end of 
the fiscal year, the finance minister will 
be in a position to lay the claim, soiio 
voce or no sotio voce, that, among the 
government’s outstanding achievements, 
one should include not just the chalking 
up of record external debt, but the Oscar 
for Satyajit Ray loo 
Such vulgarity will constitute only a 
small part of the avalanche of receptions 
and felicitatory sessions awaiting Ray. 
The gentleman had in the past a way of 
handling such exuberances. He was 
always given to economy of expression, 
in his films as well as in his very rare 
public statements. His outspokenness, 
when he decides to speak, can be unner¬ 
ving. He should therefore be able to show 
the door to emis.saries from the govern¬ 
ment of India who might want to avail 
of his post-Oscar award for crude, direct 
purposes supposedly in the cause of the 
nation. Rebuffed a couple of times, of¬ 
ficialdom will possibly lose interest in 
him. That is unlikely to be the case with 
Calcutta’s millions. They will be persis¬ 
tent. they will keep clamouring for their 
pound of flesh. Has not Satyajit Ray con¬ 
fessed umpteen number of times that it 
was Calcutta which made him. that he 
could not imagine a plight worse than 
being uprooted from its specific Bengali 
milieu, that that kind of mLshap would 
dry up his creative cells? The special 
Oscar therefore belongs as much to them, 
the Calcutta populace, as to Ra) per¬ 
sonally. Such being the lie of basic data, 
the least Ray could do would be to agree 
to attend, despite his heart condition, a 
dozen daily public receptions, open a 
couple of children’s parks each morning, 
declare open an exhibition of products 
put out by a handicapped children’s home 
in the early afternoon, show his face at 
a couple of meetings convened by en¬ 
vironmental protection groups in the late 
afternoon, inaugurate a retrospective of 
a still young, and still pretentious, young 


director without whose being around the 
National Film Development Corporation 
would be in a stew to decide whom to sub¬ 
sidise. It would be considered shoddy 
behaviour on Ray’s part were he to turn 
down the dinner invitations from this or 
that chamber of commerce and this or 
that Rotary Club. Also waiting in the 
wings would be various women’s rights 
groups determined not to take a no for 
an answer, he must give a discourse on 
Satgoli at their forthcoming quarterly 
meeting, and he should throw in Piku too 
in good measure. The Calcutta crowd, in 
other words, would do its damnedest to 
squeeze the left-over longevity out of him. 

This regime of tyranny is not forgivable, 
but it has a rationality of its own. There 
is an irony latent in it too. For, going by 
his present overriding concerns, Ray’s 
oeuvre —if that is the proper 
expression—no bnger interests Calcutta’s, 
and West Bengal’s, film-goers. They have 
moved toward the amorality of Bombay, 
he has remained at the still centre of his 
old-world courtesies and decencies. It is 
not a problem of what has been snidely 
suggested, his cinematic technique begin¬ 
ning to betray a weariness at the margin. 
I'he matter is more complicated than that. 
True, ever since he developed the cardiac 
trouble, restrictions had to be clamped on 
his location shootings. As a result, his re¬ 
cent films suffer from a certain flatness; 
even the intrusion of colour is unable to 
disturb the monotone of the story line. 
Much more irritating for the ticket-paying 
clientele is the stridency of the standof¬ 
fish ethics. Ray has not changed, his 
viewers have. It is therefore no longer a 
paean of alt the way with Satyajit Ray, 
the hitherto forbearing Calcutta crowd 
has of late been refusing to stay polite. 
Till even a few years ago, a new release 
from Ray would keep the Calcutta halls 
full at least for fifteen to twenty weeks 
Now the passion tends to be spent in two 
to three weeks. Unlike some of his lesser, 
younger, contemporaries, Ray is not 
given to giving vent in his works to instant 
emotions, he cannot discover extollable 
virtues to be edited into his latest film 
because the Berlin wall has fallen, or the 
Solidarity has won or lost a famous en¬ 
counter in Poland, or Yeltsin has buried 
Gorbachev even as Gorbachev buried 
both socialism and the great USSR. The 
alleged incompetence of the Left Front, 
going on for ever in his home state, does 
not outwardly disequilibrate him either. 
He evidently docs not much relish the cur¬ 
rent occurrences in the world, in the coun¬ 
try, in West Bengal, in Calcutta. Ideology 
is of course dead, but, along with it, it 
has been also the death of the grammar 
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of civilised existence. No structure of 
morality is left standing, nor an edifice 
of aesthnics even. Lucre is king, and your 
loyalties do not mean a thing once the 
central issue involves aspects of material 
gains or losses; it is in terms of the latter 
that worldly success is defined. If it were 
twenty or thirty years ago, Ray’s anger 
would perhaps have been cloaked in more 
sophisticated imagery: if the physical 
strength to move freely about and do out¬ 
door shooting were there, his current 
films would ^rhaps have sounded 
somewhat less voluble. The core of the 
matter is not however his enfeebled filmic 
genius. His incapacitation has a more 
fundamental root. He does not nudge any 
more; he pontificates, and he docs so on 
uncomfortable themes. Thereby ensues a 
grievous divergence of manners and at¬ 
titudes. Leave out the rest of India, where 
Ray has always been a bit of a curiosum, 
leave out the rest of West Bengal, which, 
as far as exhibition of films goes, is of lit-' 
tie importance. But Calcutta too has ceas¬ 
ed to be what it once was. It has. for 
example, stopped voting for the Left, 
which it used to do with avidity twenty- 
five or thirty years ago. The city has 
changed in other directions as well; it has 
narrowed the chasm between right and 
wrong, and between integrity and lack of 
scruples. All this has unfolded before his 
very eyes; Ray is not shock-proof, he has 
turned bitter, solemn, sullen. He has been 
wont to pooh-pooh stories concerning his 
brahmo upbringing; the specific emotions 
suddenly coming to crowd his films in re¬ 
cent years, it is altogether possible, have 
little denominational inspiration, perhaps 
it is more a manifestation of the middle 
class Bengali sensitivity which produced 
the flock of Calcutta’s terrorists in the 
twenties and the thirties, and was the pro¬ 
genitor of the livewire communist move¬ 
ment in the immediate post-World War 
II years. That phase of purity of approach 
to the problems of life and society had the 
underpinning of an ideology which was 
not very vocal, but which had its essen¬ 
tial strong points. The steady disintegra¬ 
tion of that structure of faith has depress¬ 
ed Ray no end, his latest creations record 
the final flings of anger provoked by this 
catastrophe. Calcutta's lumpenised 
multitude fails to appreciate such what- 
is-to-it heavy philosophical stuff. It has 
made up its mind to give him. henceforth, 
the rough treatment. When a Ray film is 
released these days, the box office bombs 
after the first week. Satyajit Ray and the 
multitude in Calcutta are no longer made 
for each other; forget the fact that it was 
Calcutta’s coffee house ambience which 
so heavily influenced Ray’s early works. 

The Oscar therefore is an embarrass¬ 


ment, it-has come at a most inopportune 
time. Satyajit Ray has come to dislike his 
oncc-darling Calcutta and its recently ac¬ 
quired non-values; Calcutta in its turn 
finds Ray transformed into a slightly 
loud-mouthed preacher. A polite, gradual 
moving away from one another is 
however no longer possible. An Oscar is 
not to be scoffed at. We are consciously 
walking back into the arcadia of neo¬ 
colonialism. The ‘we’ in the preceding 
sentence, it should be obvious, refers to 
the country’s decision-making segment. 
The decision has been arrived at that con¬ 
sumerism is ail, and if, in order to sus¬ 
tain that state, it becomes necessary to 
ditch old perceptions, values and sen¬ 
timents, including pride in one’s own 
country and pride in pursuing, on the in¬ 
dividual plane, the path of uprightness, 
so let it be. Satyajit Ray finds himself 
unable to come to terms with this for¬ 
mulation. The award of the Oscar closes 
his options though. He must accept the 
adulation of those whom he detests. He 
IS hardly a run-of-the-mill public person 


any more; he has now his involvement in 
international relations, he is India’s only 
Oscar. He cannot quite take back his 
complimentary references to cackling 
Calcutta of yesteryears either. Those were 
the chirpings of an innocent, sweet bird 
of youth. That animal is now wizened, he 
has confronted cruelty, he has been mud¬ 
died by the ugly, undredged sludge which 
is Calcutta’s legacy to civilisation. Along 
with the rest of the coyntry, the virtues 
of colonialism are being discovered by 
Calcutta too. The city’s tricentenary pro¬ 
vided a wonderful setting for that new 
exploration. The Oscar , for Ray is yet 
another beginning. It links the old col¬ 
onialism with the new version; an 
American award is not to be trifled at. 
Satyajit Ray will squirm in his easy chair, 
but he cannot escape his fate. The crowd 
will draw him in its melee and lynch him 
with Its devotion. The fate of man. The 
fate, let us admit, of an Oscar-winning 
moralist. A contradiction in terms. Ray 
has to suffer on account of that 
contradiction. 


SAMEEKSHA TRUST BOOKS 

Selections of articles from Economic and Political Weekly 
General Editor: Ashok Mitra 

The Retarded Economies 

Foreisn Domination and Class Relations in India 
and Other Emersing Nations 
by Nirmal Kumar Chandra 

Why IS It that while the former colonies and semi colonies have emersed as 
a major force in world politics over the last four decades, their economies in 
most cases remain retarded’ The first part of this volume focuses on the 
exchanges between the poor and the rich nations Did western aid, private capital 
and technology really help India, or was it the other way round’ Granting that 
both sides made some gams, did the USSR derive undue advantage through 
Its bilateral trade and aid transactions with the third world’ Can the theory of 
unequal exchange explain the growing economic hiatus between the north and 
the south’ The second part of the book is concerned with the domestic scenario 
in India The author tries to relate the overall stagnation m material production 
per capita to the balance of class forces that emerged after independence as 
a result of a strategy of industrialisation based on import substitution Long-term 
trends m aggregate and sectora' outputs, the terms of trade between industry 
and agriculture, real wages and unemployment rates, savings and investment, 
private monopoly capital, etc. are analysed in this context Further, the existing 
laws and regulations on private sector monopolies are also examined from the 
same perspective The final essay is a critique of the recent tilt, inspired by the 
IMF and the World Bank, towards liberalism in India's economic policies 
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RANDOM REFLECTIONS 


Management of Economy and IMF 
Conditionalities 

Arun Ghosh 

The conditions imposed by the IMF on the government of India, 
especially those set out in paragraphs 28 to 33 of the 
Memorandum of Understanding with the IMF laid before 
parliament by the finance minister, go far beyond those normally 
imposed by the IMF for an ‘upper tranche’ stand-by credit. 
Adherence to these conditions will drag the country deeper into 
the morass of dependence on external support. 


THE finance minister made a statement 
before parliament on December 16,1991, 
and laid a copy of the Memorandum of 
Understanding with the IMF (which in a 
nutshell spells out the conditions imposed 
on India fot the IMF stand-by credit of 
approximately $ 2.26 billion). At the 
outset, it should be clearly understood 
that the terms of the IMF loan far exceed 
the normal stipulations of that body for 
an ‘upper tranche’ loan. The IMF, which 
is entitled to insist that balance of 
payments viability be restored (in order to 
ensure repayment of the IMF loan after 
three years, and before the expiry of five 
years), unusually insists on (a) budgetary 
balance, in order to restore balance bet¬ 
ween domestic demand and supply, (b) a 
tight monetary and credit policy in coun¬ 
tries where private sector activities form 
a large part of total activity, and balance 
between domestic demand and supply 
cannot be achieved merely as a result of 
better budgetary balance, and (c) devalua¬ 
tion of the currency in order to discourage 
imports and stimulate exports (again, with 
a view to restoring balance of payments 
viability). 

Thus, devaluation of the currency and 
deflation are the standard IMF prescrip¬ 
tion for countries in balance of payments 
difficulties. In the past, the deflation car¬ 
ried out—primarily through the elimina¬ 
tion of subsidies meant for the poor and 
by otherwise curtailing government 
expenditure—has created severe internal 
problems in many countries, and the IMF 
prescription has merely aggravated the 
problem through a fall in internal produc¬ 
tion (because of deflation); unemploy¬ 
ment; and a deterioration in the terms of 
trade. However, that is a separate issue. In 
P, any case, the finance minister had already 
devalued the Indian rupee, changed the 
trade and industrial policies, and rung in 
fiscal changes—where, admittedly, the tax 
effon was not adequate—to satisfy the 


IMF conditionalities for an upper tran¬ 
che loan. 

The IMF conditionalities revealed, 
especially as per paragraphs 28 to 33 of 
the Memorandum of Understanding with 
the IMF, go far beyond the conditions 
normally imposed by the IMF. We would 
need to go into these, but before we do 
so, .some comments are in order in regard 
to the statement made by the finance 
minister while laying before the Parlia¬ 
ment the conditionalities of the IMF loan. 

MANAC.fcMbNI OF till ECONOMS 

The finttnee minister has taken pride— 
in the context of the management of the 
economy—m budgeting for a reduced 
‘fiiscal deficit' (ot 6.5 per cent of the GDP 
in 1991-92). The issue of the relevance of 
the concept of ‘fiscal deficit’ has been 
discussed in these columns earlier. Suffice 
It to repeat here that it is always pos.sible 
for the government to show a reduced 
fi,scal deficit by culling investments, 
including essential investments on the 
infrastructure, and by selling off part (or 
whole) of the equity of profitable public 
sector enterprises (PSEs)—which really 
forecloses future income, and should 
therefore be treated as a 'capital receipt’— 
without containing current expenditure. 

Be it Slated in favour of the government 
that it did try to reduce the subsidy on 
fcrtili-sers—but was prevented from doing 
so by all political parties—and it is at pre¬ 
sent trying to reduce over-staffing in 
government departments. But other sim¬ 
ple economy measures (like keeping in 
abeyance the widely misused leave travel 
concession, or reducing the number of 
‘free passes’ for rail and air travel) have 
not yet been part of the agenda of reform. 
And the impact on the cost of living of 
recent increases in the prices of essential 
consumer goods is likely to increase the 
pressure for wage and dearness allowance 


increases which will further fuel inflation. 

It IS worth repeating that while a reduc¬ 
tion in the ‘revenue deficit’ would signal 
a reduction of government ‘dissaving’, that 
is, a reduction of government claims on 
private saving for current expenditure, a 
reduction of the 'overall budgetary deficit’ 
would signal a reduction of the direct in¬ 
flationary impact of budgetary transac¬ 
tions. The.te are the magnitudes which 
really matter in the management of the 
economy but the locus of the government 
IS only on the 'fiscal deficit’. As per the 
latest RBI data available, government bor¬ 
rowing from the Reserve Bank, between 
March 31 and November 29, 1991. was as 
much as Rs 11.231 crorc, well in excess of 
the over all budgetary deficit envisaged 
for the full year 1991-92. Government bor¬ 
rowing from the Reserve Bank is the direct 
lall-out of the ‘over all budgetary deficit’ 
of the government. 

Again, while outlining the steps taken 
towards the management of the economy 
(in this difficult period), the finance 
mini.ster referred to the tightening of 
monetary (and credit) policy to counter 
inflationary pressures. Once again, the 
policy approach has been wrong; what is 
required today is a better fi.scal balance, 
and the government’s unwillingness or in¬ 
ability to tax the rich tax evader is 
reflected in repeated (and unavailing) ap¬ 
peals for the regularisation of black 
money and extension of the amnesty 
period for doing so. 

It is in the above context that the ab¬ 
surdity of the finance minister’s statement 
that the government’s policies are design¬ 
ed for “promoting an employment 
oriented pattern of industrialisation" 
becomes apparent With interest rates on 
cash credit even for large and medium 
industries today at anything between 22 
and 24 per cent (inclusive of the tax on 
intere.st), the situation of credit for the 
unorganised sector has deteriorated to a 
point where even ongoing activities are 
grinding to a hall. And with IMF dictated 
policies like the switching of imports ol 
automotive and consumer electronics 
components from the Exim scrips 
category to the OGL, we have a situation 
where import of vital equipment (or the 
components thcreoO is difficult, and only 
possible against ‘tied aid’ programmes, 
but impiorts for pandering to elitist con¬ 
sumption arc freely allowed regardless of 
the balance of payments implications. The 
abject and pitiful solicitation of foreign 
investment has, despite all manner of in¬ 
centives, led to little new investment. 
Against this background, one would have 
expected that the finance minister would 
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have kept silent on the issue of employ¬ 
ment promotion rather than make such 
patently false statements, when he is 
simultaneously announcing the closure of 
ail sick units, including PSEs which are 
sick only because they are surved of 
orders because of government polides or 
the slowdown in investment. Of the same 
genre is his reference to the Eighth Plan 
for “putting the economy back on a path 
of rapid growth” when he has at the same 
time indicated that the plan outlay for 
1992-93 would remain pegged at the same 
financial level as in 1^1-92, despite the 
double digit inflation likely this year, im¬ 
plying a major cut in real plan outlay in 
the first year of the Eighth Plan. 

In fact, the IMF-inspired ‘restructuring 
of the economy' is doomed to fail because 
essential investments for improving the in¬ 
frastructure are being neglected, let alone 
the investments required for improving 
education, health and skills of the 
population. 

But we are digressing because the theme 
of this note is the IMF conditionalities for 
the $ 2.26 billion upper tranche loan; the 
digression is, however, of some relevance 
because the statement of the finance 
minister is in a way a preamble to the 
Memorandum of Understanding reached 
with the IMF, spelling out the conditions 
accepted by the Indian government for the 
IMF loan. 

IMF CONOniONALtltFS 

Let us restrict ourselves, for reasons of 
limitation of space, to paragraphs 28 to 
33 of the Memorandum on ^onomic 
Policies for 1991-92 and 1992-93 attached 
to the finance minister’s letter of August 
27, 1991 to the managing director of the 
IMF. 

Para 28(ii) promises to review and to 
relax all curbs on the import of capital 
goods. In para 28(iii) an undertaking is 
given to decanalisc imports. Para 28(iv) 
promises to formulate “proposals for the 
removal of the remaining requirements” 
pertaining to Actual User Licensing (per¬ 
mitting eithei OGL imports or imports 
against bxim scrips in respect of all raw 
materials, components and other in¬ 
termediate goods). Thus, raw materials 
and components for elitist consumer 
goods are to be freely imported, and even 
final got»ds may be imported in semi- 
knocked down condition (as SKD com¬ 
ponents). Para 28(v), which is by far the 
mo.st significant, states that “a more 
broad-based effort [than undertaken 
already, in the 1991-92 budget] to. 
streamline and reduce lari/f rales will be 
proposed in the 1992-93 hudgei (emphasis 
added). 

Two questions are pertinent here. First, 
a reduction in import duties will reduce 


government revenue unless there is a cor¬ 
responding increase in imports; and an 
increase in imports will make it difficult 
to achieve balance of payments equili¬ 
brium (because the pattern of imports is 
likely to be such as to promote elitist con¬ 
sumption which is the area in which in¬ 
dustrial production capacity has been 
built up during the Seventh Plan period). 
Secondly, the IMF is concerned with 
balance of payments viability. In the guise 
of promoting freer trade, it can ask for 
the dismantling of quantitative restrictions 
on imports. But it is not directly concern¬ 
ed with tariff rates; and in this particular 
instance it should be concerned with 
measures which would bring about both 
a better budgetary balance and an improv¬ 
ed balance of payments situation. Nor is 
the IMF directly concerned with whether 
imports are canalised or decanalised. 

Para 29 slates that “the government has 
decided to adopt a new approach [to 
public sector enterprises), key elements of 
which will be; (1) the existing portfolio of 
public investments will be reviewed ..; 

(3) budgetary transfers to public enter¬ 
prises will be progressively reduced; 

(4) .. part of the equity in selected 
enterprises will be disinvested; and 

(5) chronically sick public enterprises will 
not be allowed to continue incurring 
heavy losses” (meaning thereby they 
would be wound up). 

The point of relevance is that all this 
is to be achieved before 1992-93, which is 
what explains the hasty, ill-prepared 
monograph prepared by the department 
of public enterprises, classifying all public 
enterprises as per the dictates of the 
IMF/World Bank, in regard to whether 
they serve any social purpose or not. (This 
particular clause has not been reproduc¬ 
ed above for the sake of brevity.) More 
significantly, this paragraph promises 

(a) disinvestment in public enterprises; 

(b) reduced budgetary support for public 
enterprises (no matter whether they are 
meant to strengthen the infrastructure, as 
for instance coal, oil and electricity pro¬ 
duction and distribution or railway 
transport); (c) closure of sick public- 
enterprises. 

Para 30 promises to refer all sick public 
enterprises to the BIFR, and to sell up to 
20 per cent of the equity of profitable 
public enterprises. This is by far the most 
bizarre of all undertakings. The BIFR has 
little staff support, has no technical per- 
.sonnel, and depends on one financial in¬ 
stitution or the other to go into the 
:possibility of rehabilitating sick private 
enterprises referred to it. How does the 
•BIFR suddenly acquire the competence to 
decide what to do (say, for an organisa¬ 
tion like the Cochin Shipyard which is 
denied orders by the government, even as 
orders for tankers are placed on South 


Korea)? This is but one example Also, 
take the example of the Visakhapatnam 
steel plant (VS L)—still unda construction, 
after 13 years—which has systematically 
been denied funds for completion of the 
project, year after year. The VSL is not 
a sick unit today because it is still to be 
completed; but because of the tardy 
release of funds (coupled with other 
reasons), it has had an inordinate time and 
cost over-run. When the project is com¬ 
pleted, the capital servicing charges per 
tonne of steel would amount to some SO 
to 60 per cent of the selling price of steel. 
Is the VSL: (a) to be denied budgetary 
funds required for its completion today; 
(b) to be referred to the BIFR when it goes 
into production and into operating losses? 
A child can find the solution: since the 
high capital cost of the VSL is the result 
primarily of government inability to find 
the finances required for its completion, 
its capital should be written down—after 
all, sunk costs are sunk costs—and the 
management of the VSL thereafter left 
free to compete on equal terms with other 
producers. 

In like manner, there are divergent .solu¬ 
tions for different public enterprises. The 
NTC comprises erstwhile sick private tex¬ 
tile mills, most of them with I^h century 
equipment and production conditions. 
India is today the laigest raw cotton pro¬ 
ducer in the world; it produces excellent 
long staple cotton, much of which has to 
be exported because we lack the required 
good quality spinning capacity. In 
1990-91, we exporte'd raw cotton to the 
tune of more than Rs 850 crore. And yet, 
there is a ban on export of cotton yarn; 
and we are unable to supply yarn to the 
handlooms. More significantly, all the 
NTC mills, located in urban areas, own 
prime urban land in excess of their re¬ 
quirements. A focus on modernisation of 
the NTC mills, with the accent on spin¬ 
ning capacity, could not only make them 
viable, we could increase value addition 
in our exports. All experts/knowledgeable 
people know the facts. The World Bank 
has prepared a number of reports on the 
subject. But has the finance minister the 
time to go into such issues? The matter 
is to be referred to the BIFR which is 
innocent of the specific problems of the 
textile industry, of the specific conditions 
in each mill. 

As for the undertaking to sell 20 per 
cent of the equity of profitable undertak¬ 
ings, there is, in principle, nothing wrong 
in doing so—though this clause is likely 
to attract a lot of criticism—provided that 
a suitable premium is determined for the 
shares to be thus sold; provided these 
shares are widely di.stributed (which may 
inier aha help to strengthen the capital 
market): and provided the government 
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majority in the equity of the enterprises 
IS maintained. In fact, this development 
may help to increase the distance toween 
government administration and enter¬ 
prises, help to induct outsiders into the 
boards of directors of such companies; 
and permit ordinary (outside) share¬ 
holders to ask questions in the AGM of 
the companies. Public enterprises have 
become the personal ficfdom of a few 
ministers and civil servants. (The recent 
example of the intervention of the civil 
aviation minister in the unauthorised 
strike by airline pilots is a case in point.) 
A very large number of public enterprises 
are without a chief executive; and in a 
large number of cases, the recommenda¬ 
tions of the Public Enterprises Selection 
Board are set aside. We ought to under¬ 
stand what precisely is wrong with public 
enterprises; and one can do no better than 
to peruse the four excellent reports 
prepared by the Economic Administration 
Reforms Commission (EARC), under the 
late L K Jha, in 1983 and 1984. Those 
reports were sabotaged by the senior 
bureaucrats. What we need to do is to 
implement the recommendations of the 
EARC. What we do not need is uninform¬ 
ed, prejudiced and motivated criticism, 
which can only demoralise the otfleers 
and staff of public enterprises. 

In fact, the finance minister ought to 
realise that to the extent that the in¬ 
frastructure is in the public sector, the 
efficient functioning of the economy 
depends on the efficient functioning of 
public enterprises. There has been no 
serious attempt to address this problem 
over the past few years. AU other policies 
will be futile if the infrastructure falters-, 
and falter it will if the present government 
proceeds to act in the manner it has done 
in the past few months, secretively, 
yielding to the dictate., of junior officials 
of the IMF/World Bank. What is needed 
is a restoration of the dignity, the self- 
respect of the Indian worker, the Indian 
technologist, the Indian scientist, the 
Indian intellectual. What is needed is the 
pursuit of self-reliance —not autarky, but 
self-reliance—and it is not yet too late for 
that. 

Coming back to the memorandum, 
para 32 refers to the reform of the finan¬ 
cial system. This is too large a subject to 
be dealt with here. Suffice it to mention 
briefly that obviously, the reference is to 
the report of the Committee on the Finan¬ 
cial System (CFS). This is no place to 
comment on the CFS report, but perhaps 
two points need to be highlighted. First, 
the report recommends reduction of 
priority sector lending by commercial 
banks from 40 per cent to 10 per cent; and 
the reduction of the Statutory Liquidity 
Ratio from 38.5 per cent to 25 per cent 


(as also of the Cash Reserve Ratio from 
15 per cent to 8 per cent) in three to five 
years, as well as the complete delicensing 
of branch banking, opening of new banks 
and deregulation of interest rates. 
Secondly, the CFS has recommended free 
entry of foreign banks, ostensibly to 
increase competition. 

First, reduction in the percentage of len¬ 
ding to the ‘priority sector’ implies that 
commercial banks would gradually reduce 
their loans to the agriculture sector, to 
small-scale industries, to artisans, small 
transporters, other services. In a country 
where two-thirds of the population still 
depends on agriculture, where small-scale 
(unorganised) industry contributes some 
50 per cent of the value added by 
manufacturing industries, and where the 
organised workforce (including that in the 
public sector) is a mere 8 million, the rest 
being in the Unorganised sector, this is 
clearly a retrograde step; the CFS’s praise 
for the contribution made by the bank¬ 
ing sector after nationalisation is insincere. 
One does not ask for concessional in¬ 
terest; the CFS report states (as did the 
Dagli Committee on Controls and Sub¬ 
sidies as far back as 1979) that it is not 
the cost of credit but its inadequacy which 
hampers the unorganised producing sec¬ 
tor. And yet the CFS recommends a 
scaling down of priority sector lending 
from 40 to 10 per cent (over three to five 
years). The reduction of the Sl.R, though 
otherwise justified, would increase the 
problem of fiscal imbalance of the govern¬ 
ment. But, most importantly, as the CFS 
has acknowledged, the ‘playing field’ for 
foreign and Indian banks is not the same; 
in fact, it cannot be the same for the sim¬ 
ple reason that foreign banks are not re¬ 
quired to service the rural areas. To per¬ 
mit foreign banks freely establish bran¬ 
ches in India would be tantamount to 
handing over plum banking business— 
and the profits thereof—to foreign banks. 
Is this a prelude to knuckling under US 
pressure regarding TRIMS? How is the 
IMF concerned with this subject? Indeed^ 
how is the IMF concerned with whether 
or not we should have public sector enter-; 
prises? These are not areas within the 
jurisdiction of the IMF under the charter 
of the Fund; why does the Indian Finance 
minister have to give undertakings on sub¬ 
jects which are not the concern of the 
IMF? 

Coming back to the management of the 
economy and the attainment of the macro 
balance, the finance minister has given an 
undertaking that the creation of Reserve 
Money (through deficit finance) and 
broad money (or M,) would both be 
limited lo 11-12 per cent in 1991-92. This 
is a commitment to maintain a tight 


area of direct interest to the IMF, but 
which this year has led to an uncons¬ 
cionable increase in the interest rate struc¬ 
ture, a policy which has already suited 
hurting production activity, and which 
could seriously inhibit investment in the 
future. IVue, we have landed ourselves in 
a tight situation as a result of the pro¬ 
fligacy of the Seventh Plan period. But 
two points need to be noted. First, every 
nation is capable of the highest sacrifices 
piWided there is cohesion and unity, there 
1$ general consensus of views on the 
sacrifices, and the lead in the matter of 
austerity comes from the top. Unfor¬ 
tunately, this is far from the reality today; 
and the burden of the IMF/World Bank 
guided ‘adjustment’ is likely to fall entirely 
on the poor. This is not tenable, quite 
apart from being morally indefensible. 
Secondly, the ‘opening up of the 
economy’, the globalisation of the Indian 
production structure which is part of the 
present government’s agenda, misses out 
the prior requirement of preparing the 
country for such globalisation, which calls 
for universal education, an upgradation 
of the skills and the health of the entire 
population. Without such prior uplift of 
the general level of education, efllciency 
and income of the masses, the effort at 
globalisation will inevitably lead to the 
enrichment of some 10 to 15 per cent of 
the population and the pauperisation of 
the rest. Secondly, another prior require¬ 
ment of globalisation of the economy is 
‘self-reliance’ in the sense that domestic 
saving must be raised to meet the needs 
of domestic investment. We are a long way 
off from this basic requirement; in fact, 
during the Seventh Plan dependence on 
savings from abroad increased to 2.4 per 
:ent of the GDP from 1.2 per cent during 
the Sixth Plan. We need to get away from 
this profligacy, which has helped a small 
section of the population to appropriate 
all the benefits of past development, at the 
same time landing the country in a situa- 
j;fon of unsustainable external debt. 
i^The IMF conditionalities are likely to 
'take us deeper into the morass of 
dependence on external support. It is for 
this reason that the programme chalked 
out for the country, at the behest of the 
IMF, should be unacceptable to the peo¬ 
ple of this country. With the type of 
globalisation being pursued, we would be 
unable to repay (he short- and medium- 
term loans we are incurring today when 
repayment falls due between 1994 and 
2()00. It is for this reason that the revela¬ 
tion of the IMI conditionalities should be 
a warning to the country lo eschew fur¬ 
ther borrowing for the ‘structural adjust¬ 
ment’ of the economy. Enough is enough. 
We ought to learn, even at this late stage. 


money policy, which doubtless is a po|icy to stand on our own feet. 
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POLICY WATCH 

For Bankers, By Bankers 

JM 

The recommendations of the Committee on the Financial System 
reflect partly the infectious ‘mantras’ of competition and 
globalisation; but even more they reflect the biases of those who 
are urban, urbane and see banking either from the boardroom or 
as short-sighted customers whose frame of reference is western 
High Street banking. 


IMPRESSIVE quantitative achievements 
in resource mobilisation and credit reach 
notwithstanding, the financial sector is 
seriously distorted. Not only are customer 
services poor and profitability low', but 
more importantly there is also a real 
danger of loss of depositor and investor 
confidence in the financial institution^ 
because the portfolio quality of their 
loans is unhealthy and their capital is 
inadequate. This is the frightening piaure 
presented in the recently submitted lepori 
of the Narasimham Committee on the 
Financial System (CFS). According to it, 
this sorry state has come about mainly 
because of excessive central direction and 
political interference in all operational 
aspects—investment, credit allocation, 
branch expansion and even internal 
management—of banks and financial in¬ 
stitutions which, as a result, have virtually 
ceased to be either competitive or 
innovative. 

Given this diagnosis, which unfor¬ 
tunately is only asserted rather than 
demonstrated, it is not surprising that the 
CFS approached the problem emphasising 
the efficiency and viability of banks and 
financial institutions. Moreover, keeping 
in tune with current fashion, the commit¬ 
tee also assumed without any argument 
that “greater market orientation of the 
financial system would improve efficien¬ 
cy”. The CFS brief was to “examine ail 
aspects relating to the structure, organisa¬ 
tion, functions and procedures of the 
financial system”. But the assumptions it 
made enabled it to reduce its task only lo 
recommending greater market competi¬ 
tion, and to suggesting ways in which 
existing banks and financial institutions 
could remain viable in the face ot such 
competition. And, since this self-imposed 
diminution of its role amounted to 
bankers being asked how best to cover 
their own past failings, the committee 
could pleasantly go ahead recommending 
that- banks and financial institutions be 
freed from government control and 
divested of most of their social respon- 
sibilitiett while being allowed to earn more 


on existing assets. 

The actual recommendations of the 
committee fall into three groups. Fiist are 
the suggestions to reduce the extent of 
directed investments and credit program¬ 
mes and to increase returns. These include 
recommendations to cut the Statutory 
Liquidity Ratio .(SLR) from 38.5 per cent 
to 25 per cent over five years, to pro¬ 
gressively reduce the Cash Reserve Ratio 
(CRR), and to bring down the priority 
sector credit target to 10 per cent of ag¬ 
gregate bank credit from 40 per cent cur¬ 
rently. Simultaneously, intere.st subsidies 
are to be phased out, interest rales on 
government securities raised to above the 
one-year deposit rate, and, in general, the 
move is to be towards "market determin¬ 
ed interest rales”.in the medium term. 

The sA’ond set of recommendations 
relate to measures designed to restore 
viability and transparency in portfolios. 
The ultimate aim here is to move towards 
the Bank of International Settlements 
(BIS) standards of capital adequacy. 
However, since the banks’ ratio of capital 
funds to total assets is currently only 
around a quarter of the BIS norms, and 
since the exact risk composition of bank 
assets is also unknown, the committee has 
recommended a phased approach. This 
involves devising health codes for ad¬ 
vances and bringing di.sclosure m finan¬ 
cial statements to international standards, 
while simultaneously cleansing bank port¬ 
folios of non-performing assets and injec¬ 
ting new capital. The most important 
recommendation here is the setting up of 
an Asset Reconstruction Fund (AKF) to 
take over on a une-ttme basis the bad and 
doubtful assets of banks and financial in¬ 
stitutions at a discount, the implied write¬ 
off being met by government subor¬ 
dinated loans which would also add to the 
banks' capital base. 

The third set of recommendations con¬ 
cerns organisational matters. This makes 
clear that further nationalisation of banks 
will be ruled out. branch licensing abolish¬ 
ed. and the entry of new foreign and 
Indian private sector banks encouiaged. 


Existing public sector banks and financial 
institutions will continue to be owned 
publicly, but their operational autonomy 
from both the government and the 
Reserve Bank is to be increased. Despite 
the dissent by a couple of members regar¬ 
ding gi^vernment appointees on bank 
boards, the committee was unanimous 
regarding the distancing of banks and 
financial institutions from government, 
particularly in the matter of recruitment, 
promotions and staff compensation. On 
the matter of the number and structure 
of public sector banks, the CFS has sug¬ 
gested a four-tier structure of three or four 
large banks with international character, 
eight to 10 national banks with country¬ 
wide universal banking, a network of local 
banks each catering to a specific region, 
and rural banks confined to rural areas 
and engaged in financing agriculture. 
Each of these types of banks is to have 
different capital requirements, with the 
large international banks attaining BIS 
capital adequacy norms fairly quickly. 
The CFS visualises increasing competition 
between banks and other financial institu¬ 
tions, with the former extending more 
term loans and the latter also financing 
working capital. In addition, there is to 
be substantial and speedy liberalisation of 
capital markets, opening up gradually to 
foreign portfolio investment. The prior 
approval requirements currently enforced 
by the Controller of Capital Issues (CCl) 
are to end and the CCl itself abolished, 
with its residual functions .taken over by 
the Securities and Exchange Board of 
India (SEBI) which will act as market 
regulator, overseeing operations and issu¬ 
ing prudential guidelines, without becom¬ 
ing a controlling authority. In general, the 
role of the government, the RBI, or 
specialised agencies such as the SEBI in 
supervising banks, financial institutions, 
mutual funds or capital markets is to be 
mainly off-site with a greater role for 
internal auditing and transparent accoun¬ 
ting. subject to appropriate guidelines and 
a suitable legal framework. 

There are two ways of viewing this 
gamut of recommendations. The first is 
to see it, as the media largely has, as a 
fairly radical answer to the past problems 
of the country’s financial sector which is 
replete with inefficiency and shoddy con¬ 
sumer service, and which over the years 
has become a plaything of populist politi¬ 
cians. In this view, efficiency can be 
restored only by disciplining the pampered 
employees of banks and financial institu¬ 
tions, and this is done best by imposing 
the discipline of market competition. 
Furthermore, since irresponsible politi- 
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dans have playtd havoc, not only by 
hosting loan melas and giving loan 
waivers but also by using the nationalised 
financial sector as the milch cow for even 
more grandiose schemes in their plans and 
budgets, it is necessary to distance banks 
from government in a fundamental way. 
However, because of such pressures in the 
past, banks have been forced to over-reach 
themselves, and the>' and the financial in¬ 
stitutions have been saddled with port¬ 
folios which are infected with dubious 
as.sets. There is danger that depositors 
might lose if the government were to 
withdraw too quickly leaving banks to 
grapple with increased, particularly 
foreign, competition. For this reason, the 
playing field must be levelled before com¬ 
petition intensifies and. in the interest of 
depositors, the government should not 
force banks into unprofitable areas, par¬ 
ticularly rural banking. And it, not banks, 
should take over the responsibility for pa.st 
bad loans. Once this is done, and the 
government strengthens the capital base 
of banks, if neces.sary through foreign 
borrowing, most of the nationalised banks 
and financial instiiuiions will be able to 
take on the private sector, Indian or 
foreign, in offering competitive service. 
Depostlors will benefit by getting higher 
returns through more innovative services 
and less hassle, made possible by adop¬ 
ting new technology and reduction of 
overmanning in metropolitan banks. And 
the private sector vvould not only be able 
to set up ns own banks to tap deposits, 
but private industrial and commercial 
borrowers will alsti have access to a more 
responsive nationalised financial sector 
and to a more vigorous stock market, no 
longer impeded by the need to obtain 
prior permission lor new issues. 

If this is seductive, it is partly the 
packaging, but also the conviction of 
those who designed the package. Indeed, 
the second way ol looking at the recom¬ 
mendations IS to sec them precisely as an 
assertion ol the woild-view of its authors 
and their need to satisfy the readers who 
matter. This world-view is only partly 
informed by the infectious 'mantras' of 
competition and globalisation. It is even 
more a rellection of the biases inherent 
in those who arc urban, urbane, and see 
banking either.only from the boardroom 
or as short-sighted customers whose frame 
of reference is western High Street bank¬ 
ing. This view is almost entirely insensitive 
to rural interests, quite uninformed by 
the Indian experietice before bank na¬ 
tionalisation, and, curiously for a govern¬ 
ment committee, also somew hat innocent 
of both the complexities of prudential 
obligations and of the links between 
finance and monetary/fi.scal policy in a 
third world setting. It is also obvious, as 


has been pointed out in the press, that the 
committee was influenced visibly by the 
World Bank’s recent Report on Financial 
Sector Reform, whether out of a coin¬ 
cidence of views or as the natural cor¬ 
ollary of the fact that the CFS report is 
an input into the process now well under 
way of obtaining a fairly large World 
Bank structural loan for the financial 
sector. 

Viewed in this way, the recommenda¬ 
tions may be seen as originating rather 
differently than from a well thought out 
response to the actual experience of public 
sector financial institutions as compared 
to the expectations earlier reposed in 
them. Almost certainly, the recommenda¬ 
tion to allow foreign banks much greater 
freedom, and bring Indian banks 
operating abroad to BIS standards of 
capital adequacy, was the starting point 
of the exercise, not its conclusion. This 
could be the combined result of World 
Bank pressure, of the compulsions in¬ 
herent in attracting greater foreign invcsi- 
meni, and even of other pressures, 
multilateral, including the TRIMS 


negotiations in GATT, and bilateral, from 
the US through its Special and Super 301 
threats. Once this was conceded, the focus 
must have shifted to making it possible for 
the naticinahsed banks to compete, given 
their current and past social obligations. 
One possibility would have been to impose 
similar requirements on foreign banks, but 
lor Indian bank bureaucrats it is obviously 
infinitely preferable for their own obliga¬ 
tions to be reduced to those currently 
borne by foreign banks in India. Accor¬ 
ding to the latest figures available, foreign 
banks' priority sector lending currently 
constitutes to per cent of their aggregate 
credit advanced. And this is the propor¬ 
tion to which the CF'S has brought down 
the priority sector lending obligation of 
the nationalised banks. Rural banking 
obligations certainly stretch nationalised 
banks much more than their potential 
competitors, legitimately in the views of 
many but obviously not according to 
those currently running these banks. And 
the CFS recommendations amount to a 
licence to these gentlemen to divest 
themselves o) many of these branches. 
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There is also undoubtedly a large quan¬ 
tum of bad and doubtful assets currently 
in the banks’ portfolios about which 
something would need to be done if, as 
is desirable, their accounts are to be made 
transparent. But it is rather unsavoury and 
self-serving that the CKS has insinuated 
that this is almost entirely due to directed 
credit and political pressure arising from 
populism. 

In tact, as the Report itself notes, “there 
is at least as much incidence of delinquen¬ 
cy in respect of conventional sectors as 
there is in the case of priority sectors”. 
With conventional lending much greater 
in volume than directed credit, the bulk 
of the bad and doubtful loans must have 
been the result of bad judgment or worse 
in conventional operations. Of course, 
covert political pressure might have had 
a role here too, but this is not the result 
of the sort of directed lending that the 
committee attacks; nor can senior bank 
bureaucrats, including some on the com¬ 
mittee, wash their hands off such sharp 
collusion between politicians and bankers. 
It is therefore rather worrying that the 
committee has in effect allowed banks and 
financial sectors, in the name of trans¬ 
parency, to divest themselves of respon¬ 
sibility through the creation of the ARF 
and thus passing the buck on to the tax¬ 
payer. Indeed, it is known that certain 
heads of financial' institutions lobbied 
hard for this, and they received indirect 
support from the World Bank’s will¬ 
ingness to advance a loan for the purpose. 
And it is doubly worrying that the same 
gentlemen were allowed to use the fact of 
infected portfolios to happily give up their 
responsibility of social banking. 

Ironically, the committee has devoted 
considerable space in its report to 
demonstrate that the real achievement of 
Indian banking after nationalisation was 
its ability to increase banking reach and 
extend credit to unbanked regions, which 
till then comprised the bulk of the coun¬ 
try. The report notes that directed credit 
in Itself need not have led to loss pro¬ 
fitability if the interest charged was ade¬ 
quate. It also makes the highly pertinent 
point that “subsidisation of credit is 
clearly a case of misplaced emphasis as... 
it is the timely and adequate access to 
credit that is of more importance than us 
cost!’ Yet it does not draw the obvious 
conclusion that the way to maintain the 
highly creditable reach of the banking 
system would have been to charge higher 
interest rates oh priority loans rather than 
reduce the access to credit that they repre¬ 
sent. This, and the cursory di.scussion of 
rural banks, is clear evidence of urban 
biak. 

The report is also rather weak on 
prudential measures, paying only 
necessary obeisance to the subject while 


being enthusiastic about liberalising 
lending decisions and interest rates, it is 
aware of the danger posed b> total 
deregulation, of “excessive bank lending 
at high nominal rates to borrowers ol 
dubious credit-worthiness eventually 
creating acute problems for the banks as 
well as the borrowers”. However, it offers 
very little in terms of positive suggestions 
to prevent this other than mouthing the 
platitude that the RBI should attempt 
some control. In fact, it does worse by ac¬ 
tually reducing the ability of the RBI,to 
exercise control by reducing the power of 
conventional instruments like SLR, CRR, 
on-site supervision and interest rate con¬ 
trols. Recent international experience in 
this matter suggests that deregulation can 
often create more problems than it solves, 
and many of the developed countries are 
moving towards renewed financial regula¬ 
tion in the face of numerous scandals and 
crises. 

The CL'S recommends that, beginning 
from this year, the SLR should be pro¬ 
gressively cut from the current 39 per cent 
to 25 per cent, which if applied on the 
average, at current levels amounts to 


almost Rs 40,000 crore. Even if reduced 
SLR is applied only at the margin, the 
government would have close to 1 per cent 
of the GDP less available to it from the 
banking system, which it would either 
have to raise from other sources or make 
up by a cut in fiscal deficit. The report 
sensibly states that this should be pro¬ 
gressively phased and the SLR should be 
cut only as the fiscal deficit is cut, and it 
is devoutly to be hoped that this phasing 
will be strictly followed, so that the 
interests Of bankers will not once again 
supersede the interests of the country. 

The weakest chapter of the repqrt is on 
the capital market, in which there is hardly 
any evidence of thought other than the 
fond hope that liberalisation of the capital 
market will attract a lot of capital and 
thereby increase private investment. There 
is very little discussion of the links bet¬ 
ween the capital market and the banking 
sector, which one would have expected in 
such a report. Also, there is no recogni¬ 
tion of the fact that competition between 
the sectors, unless the savings response to 
interest rates is sufficiently large, could 
lead to a crash. 



r- 

1 


*Book News *FMtijrM 

A monthly magazine which mtroduces 
a whole new dmenskm to the world of 
tioolis n India. A magazine which tells you 
wM you should be raadmg now. It's the 
best gift you can give any bookiover 


Ptte«; Rs-a/* par copy AnnualSubscrtptkNi-Ra.SOf- 
Cot along Itit ittlad tne ml mat to «w pubMwr 

SUBSCRIPTION 

1 would tke to subscribe to Indwt Review ofBooks for one year 
(12 issues) 


I Nsme. 


Address. 


My cheque □bir* draft QMO.Q lor (te_drawn m favour of 

Acmt Books Pvt. Lk).. s snclossd. a Rs.5/- lor cheques not drawn 
onsMedrasBmk. 


BOOKS PVT. LTD., 
' 25. Dr. Muninipa Roed. Ktpsuk, 
l-«0OQ10. 


ON THE STANDS NOW 


18 


Economic and Political-Weekly January 4-11,1992 





COMMENTARY 


NEW DELHI 

Planning Is Dead, Long Live 
the Plan 

BM 

The charade of the formulation of the Eighth Plan and the 
National Development Council meeting to solemnly endorse its 
impressive investment and growth targets are a piece of grand 
deception against the reality of the IMF-World Bank supervised 
structural adjustment programme which the government is 
committed to implementing faithfully. 


THE latest session of the National 
Development Council failed to impart the 
much-needed clarity to the issue of the 
role of planning under the economic 
liberalisation and globalisation policies 
being pursued by the government with 
'zeal. The prime minister talked rather 
casually about reorienting planning and 
the role of the Planning Commission. He 
talked about enlarging the area of 
indicative planning and building a long¬ 
term strategic view of the future. But this 
was an exercise in creating illusions among 
the people when the economic reality for 
them is tending to be starkly painful. 

The approval by the NDC of the Plan¬ 
ning Commission’s document on the ob¬ 
jectives, thrusts and macro-economic 
dimensions and direction of the Eighth 
Plan similarly lacked conviction. The 
union government headed by Narasimha 
Rao had, long before the NDC meeting 
and the approval of the Planning Com¬ 
mission's paper, entered into far-reaching 
commitments with the IMF and the World 
Bank. The Planning Commission had 
been kept on the side-lines in this process. 
So far as the postulated Rs 7,92,000 crore 
size of the Eighth Plan, taking the private 
and public sectors together, is concerned, 
the resources in sight do not support it. 
The demonstrative cuts in government 
expenditure, such as those announced by 
the prime minister, cannot obviously 
achieve (he desired results when the overall 
structural adjustment of the economy is 
directed towards shifting the mobilisation 
and deployment of resources decisively 
away from the domain of public authority 
and relying on investment in the private 
sector in response to market demand and 
profit maximisation. The active agents 
of the market-friendly development 
process—private entrepreneurs, Indian 
and foreign—are, after all, not expected 
to be influenced by economic or social 
priorities laid down by an advisory body 


like the Planning Commission. 

It is, however, loudly affirmed that 
under ttie scheme of structural adjustment 
of the economy, the area open for public 
investment will be limited to what are 
called the social and infrastructural sec¬ 
tors. But even for carrying out the relative¬ 
ly limited tasks now set for public sector, 
the public authority would required to 
raise resources on a scale which is clearly 
precluded by the fiscal, pricing, produc¬ 
tion and trading policies required to be 
pursued under the structural adjustment 
programme. It is thus a grand deception 
lo indulge in the tall talk of a vast expan¬ 
sion of the social infrastructure of educa- 
iinn, health and family welfare and the 
material infrastructure of energy, 
transport and communications through 
public investment. 

Against this background, the fanciful 
numbers game indulged in by the planners 
makes a mockery of development plan¬ 
ning. The assumptions with regard to 
bringing down the inflation rate to 9 per 
cent, the current account deficit to no 
more than 1.4 per cent of GDP and the 
government’s dissaving rate to 2.43 per 
cent and raising the rate of growth of 
exports to 13.6 per cent bear no relation¬ 
ship with observed economic reality and 
the actual performance of either the 
government or the private sector. 

On the eve of the launching of the 
Eighth Plan, after a two-year plan holiday, 
the thrust of government policy is on de¬ 
mand management, while the economy is 
in the grtp of stagflation. Since public 
investment is being held back for reasons 
of ideology and stringency of resources, 
the ability of the government to operate 
meaningful supply management to relieve 
economic strains and social tensions right 
now and in the foreseeable future would 
remain emasculated. Bound by the IMF 
loan condition to cut the fiscal deficit to 
6.S per cent of GDP in 1991-92 and S per 


cent in 1992-93, the government is called 
upon to make a sharp cut in the outlay 
for the coming year's annual plan. With 
inflationary pressures dangerously rock¬ 
ing the economy, the government is being 
compelled to make a desperate bid to 
deflate economic activity not only in the 
public sector but in the private sector as 
.well. The economy would then get push¬ 
ed deeper into the morass of stagflation 
with new investment halted and severe 
curbs on generation of employment, in¬ 
come and demand. 

The Planning Commission has chosen 
to begin with the assertion that it would 
not engage in yet another exercise to 
define afresh the approach to the Eighth 
Plan since the planners already had with 
them two approach documents, one 
drawn up under the Congre$s(I) govern¬ 
ment before the November 1989 general 
elections and the second prepared by the 
Planning Commission constituted by the 
Janata government and approved by the 
National Development Council in 1990. 
In addition, there was also the hurriedly 
prepared draft of the Eighth Plan left 
behind by the Planning Commission set 
up by the Chandra Shekhar government 
which, it was smugly suggested, could be 
updated by some minor adjustments, the 
selection of what are called thrust areas 
and, of course, some smart editing. This 
was an amazing position to take for the 
Planning Commission of a government 
claiming to make a sharp break with the 
failed experiment in development plan¬ 
ning in the past and proclaiming a new 
road to development based on private 
enterprise and free-play of market forces. 

Anxious to h'olding of a session of the 
National Development Council before the 
end of the Financial year, the deputy chair¬ 
man of the Planning Commission, Pranab 
Mukherjee, had geared up the commis¬ 
sion to prepare a draft outline of the 
Eighth Plan. While he succeeded in hav¬ 
ing an NDC meeting, he failed to have a 
credible draft outline of the Eighth Plan 
ready and had to settle for yet another ap¬ 
proach paper, called the ‘directional 
paper'. This was because he failed to get 
any assurance on the resources that would 
be available for the plan in its First year. 
He had been pressing for a plan of a 
‘respectable’ size. Now another session of 
NDC IS proposed to be held in early 
February, before the presentation of next 
year’s budget, when the Eighth Plan in a 
finished form is proposed to be presented 
for the NDC’s approval. This time-uble 
once again seems totally unrealistic. The 
close surveillance by the IMF-World Bank 
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over the government’s economic policy 
and management has its implications. The 
political uncertainties surrounding a 
minority government too cannot be 
wished away. In these conditions the for¬ 
mulation of the Eighth Plan is bound to 
be an exercise in futility. It has been made 
explicit that re.sources wilt not be available 
for stepping up the development effort 
and that the order of priorities for invest¬ 
ment and production cannot be laid down 
by the planners and must be left to be 
determined by market forces In the cir¬ 
cumstances. the primary role that the 
Planning Commission can hope to play 
is to smoothen arrangements with the 
state governments on transfer oi' resources 
from the centre to the states and to sec 
that the states do not fall out of line under 
these arrangement s. 

In playing this role loo the Planning 
Commission will have to be very cir¬ 
cumspect. The modifications in the 
Gadgil formula, which hopefully may be 
regarded as having been finally approved 
by NDC, do not leave much discretionary 
■powers to the Planning Commission, 
except to the extent of 7.5 per cent of the 
total transfer of plan funds to the states. 
That would apply to transfers for taking 
care of the ‘special problems’ of states. 
The bulk of the iiaiisfer is to be still deter¬ 
mined by a SCI lied foi inula. According to 
the formula, 60 per cent ol plan transfers 
would he on the basts of population—as 
recorded by the 1971 census so that the 
uneven progress in population planning 
in the Iasi two decades in different stales 
docs not adveisely efieci the ‘achievers' in 
this area. The 25 per cent share ol 
transfers on per eapiiu income basis would 
be sub-divided. with 20 per cent weighiage 
to the deviation ol a state’s per capita 
income from the national average and 5 
per cent to the ranking ol a state’s per 
capita income from the highest in the 
country. The transfer ol resources on ’per¬ 
formance’ ctiteria would be 7.5 per cent 
of the total and performance would be 
judged not only on the basts of tax effort 
but also overall fiscal management as well 
as, inieiesiingly, progress m land reforms 
but prcsuinabls not adult education, 
primary health serviee.s oi family' plan¬ 
ning W'hiie. iherefoie. this exercise re¬ 
mains wMhin the conventional frame, the 
moot question is the total resources that 
the central and state governments would 
be willing or able lo raise lor development 
under the siiuciiiral adjustment 
programme 

The iransler of what are called 
‘centrally sponsored schemes’ to the states 
and the proposal for their funding are of 
special fntcresi in this context. The cen¬ 
tral government would appear to be plan¬ 
ning to wind up these scheme.s over the 


coming five years lo ease the financial 
burden they entail. As the starting point, 
which surely casts doubts on its commit¬ 
ment to faster development of the social 
sectors, it has sought to transfer some of 
these schemes to the stales with the 
stipulation that the central funding of 50 
per cent of the cost of the schemes will 
no longer be by way of outright grants. 
Central funding will be 70 per cent in the 
form of interest-bearing loans and 30 per 
cent as grants. This proposal was not 
agreed to by the chief ministers and the 
status quo will, therefore, be maintained 
for the time being. 

While the planners write or rewrite the 
Eighth Plan, the picture of the plan for 
the coming year is far from clear. The 
deputy chairman ol the Planning Com¬ 
mission is said to have told the finance 
minister that if next year’s plan was not 
of a ‘respectable’ size, the launching of the 
Eighth Plan might as well be postponed. 

Meanwhile, the problem of stability, 
above all price stability, is proving 
intractable. There was some deceleration 
in the rate of the price rise in September 
1991. The annual rale of intlaiion came 
down from 16.6 per cent in August lo 
about 13.3 per cent in the last week of 
Ociobei. This was cause for much elation 
in government circles and it was asserted 
that the rate of inflation would be brought 
down to the single digit level. This, it is 
thought, would also help to achieve the 
critical condition under the structural ad- 
lustmcnt programme of bringing down 
the fiscal deficit to 6.5 per cent of GDP. 

The basis for these assertions, repeated¬ 
ly made, is. however, not slated. These 
claims also lost credibility when the 
wholesale price index again started clim¬ 
bing up after a brief period just about 
three weeks of deceleration of the rate of 
inflation. The movement upward resulted 
in the rate of inllaiion picking up from 
13.3 per cent to 13.6 per cent in a period 


of three weeks. Again, just when the rate 
of inflation recorded some decline to 12.88 
per cent in December 1991, the govern¬ 
ment came up with increases in the ad¬ 
ministered prices of cereals and coal This 
should be expected to give another cost- 
push to the rate of inflation. Inflationary 
pressures thus remain strong and there is 
nothing to indicate that they will abate in 
the coming months to warrant the claim 
that the rate of inflation would come 
down to the single digit level by N^arch. 

However, the repeated assertions that 
the government is determined to bring the 
rate of inflation down to less than 10 per 
cent by the end of the current financial 
year may have a calculated purpose. In the 
scheme of market-oriented structural ad¬ 
justment, inflationary pressures have to 
be regulated, above all, by demand 
management and holding back invest¬ 
ment. This would result in blocking not 
only the generation of new incomes and 
employment but also a cut in existing 
gainful employment and incomes. The in¬ 
sistence on the so-called exit policy which, 
when operational, would mean the closure 
of production units and retrenchment of 
workers falls into place in this context 
Also logical is the holding back of public 
investment and pruning of the develop¬ 
ment plan for next year, the first year of 
the new Eighth Plan, which mocks at the 
so-called approval of the plan’s impres.sive 
si/e and growth targets by the NDC The 
‘structural adjustment’ of the economy 
ordained by India’s foreign creditors and 
to be financed by World Bank-IMF credits 
and direct foreign investment must go 
hand-in-hand with ruthless slashing of 
employment and incomes and the living 
standards of the already deprived mass of 
the people. Consumerism for the upper 
classes and austerity for the people is 
the formula for the management of 
prices under the structural adjustment 
programme. 
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Running with the Hare and Hunting 

with the Hounds 

Report on the Financial System 

Deena Khatkhate 

Most of what the Committee on the Financial System ‘believed’, 
‘observed’, ‘felt’ and ‘thought’ has been well known for the last 
many years. Was it then necessary for the government to appoint 
a committee of experts to labour these recommendations? 


THE finance minister has now presented 
to parliament the report by (he committee 
he appointed in August 1991 to “examine 
all aspects relating to the structure, 
organisational function and procedures of 
the financial system". Though the decision 
of the government on the recommenda¬ 
tions of the committee has not been an¬ 
nounced, It is not clear how far the 
government would go in accepting the 
main recommendations having due regard 
to the diplomatically worded note (of dis¬ 
sent?) by two members of the committee. 
There is nothing in the terms of reference 
of the committee which suggests explicitly 
that the government wanted a concrete ac¬ 
tion plan for financial liberalisation, but 
the timmg of the appointment of the com¬ 
mittee, which coincided with ushering in 
ol a new economic policy, provided a 
signal that the committee should focus on 
how the financial system could become 
competitive and efficient by freeing itself 
from the shackles of excessive government 
regulation. 

The committee has done well to clarify 
its approach to the task on hand, which 
has been fully endorsed by the two 
members who do not seem to be in sync 
with ilie majority of the committee on 
.some ot the important issues. The com¬ 
mittee aims at seeking “to consolidate the 
gains made m the Indian financial sector 
vshile improving the quality of the port¬ 
folio, providing grcaier operational flexi¬ 
bility and most importantly greater auto¬ 
nomy in the internal operations of the 
bank and financial institutions so as to 
nurture a healthy, competitive and vibrant 
financial sector. This will, above all else, 
require depoliticisation of appointments, 
implying at the same time a self-denial by 
government and the perception that it has 
distanced itself from the internal decision¬ 
making of the banks and the financial in¬ 
stitutions. The proposed deregulation of 
the financial sector and the measures 
aimed at improving the health and com¬ 
petitive vitality would. ,. be consistent 
with the steps being'taken to open up the 
Indian economy, enable the Indian finan¬ 
cial sector to forge closer links with the 
global financial markets...” Whether or 


not the committee succeeded in its a\owea 
approach can only be judged by what it 
has prescribed lot enhancing the com¬ 
petitive elficicncy of the financial sy.stem. 

I iom a broadci perspective, the com- 
initlec has lollowed enlightened public 
opinion than led it. it has recognised that 
directed credit programmes, whatever 
their earliei achievements, have outlived 
their utility and any further perpetuation 
ot these programmes would destroy the 
credibility of ihe financial institutions and 
their operational effieiency. It also seems 
to have understood the Orwellian dimen¬ 
sions of the complicated system of ad- 
minisiered interest rates which serve 
neither social justice—whatever thay may 
mean- nor allocative efficiency. It has 
more explicitly underscored the chaotic 
state of accoutitmg standards in the na- 
iionali.sed banks, which have forgotten 
their true nature of being institutions 
which tunction only on the basis of (he 
public confidence in them. It is a tragic 
fact that the banks have not been pro¬ 
viding against non-performing loans and 
their loan figures have been growing ai 
compound rates with the addition of no- 
iional interest to the total. The commit¬ 
tee’s propo-sa! tv) have a Reconstruction 
Fund is an overdue rneasutc, which might 
.salvage most ol the banks and the develop¬ 
ment finance insiilution.s .such as IDBl 
and state finance corpoiations. The com¬ 
mittee. luivvever fami hcartedly, ha.s also 
addressed the issues relating to stall and 
their implications for the viability of the 
banking sy.stem Not that to recognise 
these issues which have been surfacing in 
public debate during the last few years re¬ 
quired a high-powered committee. But in 
these days, when the norms of prudence 
and fi.scal reciiliide play truant in the 
management oi public affairs, it is not a 
small favour that some of the failings of 
the banking industry have been so explicit¬ 
ly acknowledged as the committee has 
done. 

And yet, the committee has been lemiss 
in not comprehending the problems of the 
financial system in their immensity. W'hat 
it has come up with on several important 
aspects is not properly thought through. 


Also, the way some of the key elements 
of reform have been formulated tn the 
report would subvert (he reforms. This 
kind of infirmity of thinking has stemmed 
partly from a lack of courage to make a 
decisive break with (he old mould of 
thought and partly from an absence of 
real understanding of what should con¬ 
stitute financial liberalisation or 
deregulation—if that is what the commit¬ 
tee was after. 

The committee's manichacan thinking 
Is pronouncedly reflected in what it has 
suggested for the structure of (he banking 
sy.stem. The envisaged structure is: “(a) 3 
or 4 large banks (including (he State Bank 
of India) which could become interna¬ 
tional in character; (b) 8 to 10 national 
baiiks with a network of branches through¬ 
out the country engaged in ‘universal’ 
banking; (c) local banks whose operations 
would generally be confined to a specific 
region; and (d) rural banks (including 
RRBs) whose operations would be con¬ 
fined to the rural areas and whose busi¬ 
ness would be predominantly engaged in 
financing of agriculture and allied ac¬ 
tivities:’ Perhaps unsure that the revolu¬ 
tionary import of this grand design may 
be lost on others, the committee grandly 
adds that it is “of the view that the move 
towards this revised system should be 
market-driven and based on profitability 
consideration and brought about through 
a process of mergers and acquisitions”. It 
is obvious that the committee did not 
realise that it is a coiftradiction in terms 
to argue for a market-driven system and 
at (he same time lay down a detailed pro¬ 
gramme for banks even to the point of 
specifying the precise number which they 
should reach. How docs the committee 
know unless it has some clairvoyance that 
the market-driven system would end up 
in “8 or 10” national banks? Equally 
irrational is the other diktat that local 
banks' operations should be confined to 
a specific region or that the rural banks 
should concentrate only on agricultural 
financing. If competitive efficiency is 
what the committee defined as is goal, 
then It is ill served by its recommenda¬ 
tions. Competition drives institutions 
where the money' is—regions and sectors— 
and no plan is required to delineate their 
functional domain or geographic area of 
operation. This apiart, competition amongst 
banks, would if anything be weakened 
with the consolidation of banks into a 
smaller number. Thus what the committee 
has suggested is neither the fish of finan¬ 
cial liberalisation nor the fowl of a 
directed financial system; it is a hybrid 
species which will not yield any efficiency 
gams. Financial liberalisation is nothing 
more than a demand following pheno¬ 
mena but in the name of financial liberali¬ 
sation the committee has ended up vouch- 
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ing for M new hegemon ised llnancial 
system of the supply-leading kind. 

Whai the committee should have done,, 
but did not, is to devise a fiscal incentive 
structure for the financial institutions 
such that they would be encouraged to 
move in directions where the broad social 
objectives of the government can be suc¬ 
cessfully achieved. This presumes real 
autonomy in banks' functioning and relin¬ 
quishing of authority over them by the 
government However, the committee has 
shirked these issues. While paying lip- 
service to the doctrine that the govern¬ 
ment should distance itself from the in¬ 
ternal working of banks, it has upheld 
rather timidly the existing pernicious prac¬ 
tice of nominating government directors 
on banks’ boards. It has not been frank 
enough to admit that the banking division 
of the finance ministry is a fifth wheel and 
should be done away with On the con¬ 
trary, the committee has justified these 
practices on the ground o( “proprietary 
rights". Surely none of the members of the 
committee is unaware of what the govern¬ 
ment nominees on the boards end up 
doing in el feci They do what the pro¬ 
prietors are supposed lo do—run them as 
private fiefdoms and it is these ‘pro¬ 
prietary’ rights which base brought the 
financial system to its present sorry pass. 

The committee has also dodged the 
issue ol management of banks by being 
woolly in its thinking on the appointment 
of chief executives of banks. It simply 
"believes” that appointment of CMDs 
should be based on the recommendation 
of a “group of eminent persons who could 
be invited by the governor of the Reserve 
Bank” for this purpose. We all know how 
much .sanctity is attached to this process 
in the country. Anything that is done in 
privacy is debased and debauched. If 
autonomy is to be maintained, it can on¬ 
ly be done with a transparent mechanism 
in force First, the government should 
prepare a charter of what banks are em¬ 
powered to accomplish, clearly defining 
the rights and obligations of the CMDs 
and present it to parliament. The CMDs 
could be selected through open consulta¬ 
tion with the oppo.sition parties, on the 
basis of predetermined eligibility criteria, 
it IS only then that the government will 
be prevented from arbitrary use of power 
in running the financial institutions, while 
maintaining full autonomy for the banks’ 
managements. 

The spirit of a competitive financial 
system is also lost in the recommendation 
of the committee that the Reserve Bank 
and other reftpancing agencies institute a 
refinance scheme in terms of which incre¬ 
mental credit to the "erstwhile consti¬ 
tuents of the private sector (sicj would be, 
eligible for preferential refinance subject 
to normal eligibility criteria". This is one 


of the strangest of the strange recommen¬ 
dations of the committee. It has rightly 
argued for a phasing out of a directed 
credit programme, as it was misused and 
had led to “rent seeking”. It has also right¬ 
ly observed that “easy and timely access 
to credit is far more important than its 
cost”. However, it is not clear what man¬ 
ner of logic the committee has followed 
in suggesting “preferential refinance”. The 
committee has used rather an unusual 
phrase, “non-invasive means of credit 
direction”, to justify preferential credit. 
The dictionary meaning of ‘invasive’ is 
‘military aggression’, ‘tending to spread’, 
‘tending to infringe’ or ‘tending to invade 
nealthy tissues’. The context in which the 
phrase has been employed could have only 
the last of the meanings—tending not ‘to 
invade healthy issues’. Hasn’t the commit¬ 
tee learned enough from the international 
experience that limitless preferential 
refinancing from the central banks has 
eventually destroyed the financial viability 
of banks? That means that preferential 
credit does invade sooner or later other 
healthy parts of the financial system. The 
committee incidentally is not bothered by 
the inconsistency of thought between its 
advocacy of phasing out directed credits 
and a plea for preferential refinancing. 
Thus what the committee has conceded 
with one hand is taken away with the 
other. 

A similar sort of incongruity has 


characterised the committee’s recommen¬ 
dation on the recruitment of staff 
banks. On the one hand, it rightly sug¬ 
gests that centralised recruitment of 
officers by banks should be given up. 
However, the committee very coyly sup¬ 
ports continuation of the present system 
of recruitment of clerical ktaff through the 
Bank Service Recruitment Boards. Didn’t 
the committee realise that it makes total 
nonsense of autonomy of management 
and competitive efficiency of banks when 
H large labour force is recruited by an 
authority over which the bank manage¬ 
ments have no control? If autonomy is 
what one strives for in raising efficiency, 
the managements should recruit all layers 
of staff and deploy them in the best possi¬ 
ble manner. This recommendation, as 
some others, is a reflection of the attitude 
of the committee of wanting to strike; 
while being afraid to wound. 

The most astounding suggestion made 
by the committee relates to the supervision 
of the financial system. It is proposed that 
“a separate agency which could be a 
quasi-autonomous banking supervisory 
.board under the aegis of the Reserve Bank 
be set up”. This idea to improve the func- 
tiohing of the supervisory system is put 
forth in such an off-handed fashion that 
no one, including the committee, perhaps 
knows why it thought of this particular 
solution. The rationale, if at all there is 
one, is perhaps to be found in the com- 
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mitee’s anxiety to eliminate “duality of 
control over the banking system between 
the Reserve Bank and the banking divi¬ 
sion of the ministry of nnance” and its 
touching concern that “the present system 
has over-burdened the Reserve Bank”. 
Both of these are false premises. If the 
first, viz, duality of control is what troubl¬ 
ed the committee, it should have opposed 
the continuation of the present practice 
of nominating government officials on the 
boards of directors of the nationalised 
banks, as two members of the committee 
have done. But it did not in order to 
preserve so-called “proprietary concerns”. 
If the committee had probed the matter 
a little deeper, it would have concluded 
that it is the very proprietorial interests 
which have destroyed the effectiveness of 
bank supervision, which function has 
been hitherto discharged by the Reserve 
Bank. Since nationalisation, supervisory 
norms have been violated by the govern¬ 
ment through its nominees on bank 
boards and it would continue to do so 
even in the future if the practice i.s not jet¬ 
tisoned. The second reason is just phoney, 
apart from the fact it goes counter to the 
concept of central banking. Any central 
bank worth its name has to undertake 
four important functions: designing and 
implementing an independent monetary 
policy, managing foreign exchange 
reserves and policy, cuunterpointing fiscal 
policy and supervising and monitoring 
banks. The last is as important as the 
other three in view of the central bank 
being the custodian of all banks. If this 
function is taken away from the Reserve 
Bank, because it is an onerous function, 
what would be left is a truncated struc¬ 
ture of a central bank. Then again—in 
keeping with its style reflected in the en¬ 
tire report, of venturing to say something 
which might strike on the surface as a 
departure from the prevailing procedures 
but immediately resiling from it through 
the addition of some qualification or the 
other-having stuck out its neck for a 
separate supervisory body, the committee 
becomes circumspect and adds that it 
should be under “the aegis of the Reserve 
Bank” It has been a common experience 
in India over the years that any committee 
or commission, flummoxed by the severity 
of some problem, finds a solution to the 
problem in setting up a new institution, 
if later that institution does not succeed, 
a new committee perceives a solution in 
setting up yet another institution on the 
ground that the existing institution has 
failed to deliver. So successive solutions 
far from resolving the problems them¬ 
selves create new problems. 

The fact of the matter is that the com¬ 
mittee thought of a “semi-autonomous 
Banking Supervisory Board” because it 
presumably had heard or read somewhere 


that there are countries in Westom Europe 
and in Latin America where supervision 
of the banking system is exercis^ by en¬ 
tities distanced from the central banks. 
Replicating that practice in India without 
studying its historical and institutional 
background has no logical basis. >\ hat is 
wrong in India is political interference 
which has weakened supervision proce¬ 
dures and has encouraged laxity in the 
standards laid down t^or bank supervision. 
These problems would not go away with 
the setting up of a new supervision body 
and, in fact, would lead to the spawning 
of a new bureaucracy perpetually at war 
with that of the Reserve Bank and what 
remains of the banking division of the 
finance ministry. 

The committee’s views on cash reserve 
ratios are generally along conventional 
lines and its recommendation that the 
ratio be reduced from the present ex¬ 
cessively high level should find general ac¬ 
ceptance. While the committee’s proposal 
is valid, its economics is suspect. It has 
argued that the Reserve Bank should com¬ 
pensate CRRs beyond the minimum level 
at a rate equal to the average cost of 
deposits. The compensation issue is raised 
by neo-monetarists like McKinnon on the 
ground that reserve requirements impose 
a lax on banks. However, this is an over¬ 
simplified view. All reserve requirements 
do not constitute a tax. On a theoretical 
plane, one can divide reserve requirements 
between an uncompensated part and a 
compensated part. Return on the former 
should represent what banks owe to the 
central bank for services rendered such as 
supervision, clearing facilities, etc On the 
basis of experience in several countries, it 
has been found that return-free reserve re¬ 


quirements of the order of 10-11 per cent 
would not impose a fiscal levy. The com¬ 
mittee could have gathered enough data 
from the Reserve Bank to estimate the cost 
of servicing of banks and should have 
capitalised that amount by the average 
cost of deposits to arrive at the minimum 
reserve requirements that need not be 
remunerated, it is also necessary to 
remember that reserve requirements would 
continue to be an important mopetary 
policy instrument, even when open market 
'operations develop fully in India, as coun¬ 
tries like France and the United States 
have now realised that reserve require¬ 
ments cannot be totally dispensed with. 

The final question remains; Was it real¬ 
ly necessary for the government to ap¬ 
point a committee to labour these recom¬ 
mendations? Most of what the committee 
“believed”, “observed”, “felt” and 
“thought" has been known to all for the 
last several years. Probably the govern¬ 
ment wanted to beef up its financial sector 
policies with a group of experts’ indepen¬ 
dent views. One may not dispute that 
those associated with the committee are 
experts, but it is not certain that, barring 
a few, they are independent, occupying as 
they do vantage positions in several finan¬ 
cial institutions. Like the communists in 
India, they cannot forget their past nor 
stop worrying about their future. The con¬ 
sequences of this are seen all over the 
report of the committee, which takes one 
step forward and immediately takes a half¬ 
step back. In the prOCess, it has left the 
baby in the lap of the harried finance 
minister, in the form of a report which 
both the pro- and anti-fmanaal liberalisa¬ 
tion protagonists will flaunt as their 
insignia. 
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Impression: Most of the customs 
revenue comes from seizures or 
duties on passenger baggage. 



Reality: It comes from 
commercial imports and cargo 


Cusionts revenue in 1990 91 Rs 20,800 Crores 
(estimated) 

Customs revenue in 1991 92 . Rs. 26,‘iiOCriMts 
(estimated) 

Total revenue in 1990 91 Rs. 58.916 Crores 
(estimated) 

Total revenue in 199192. Rs. 66,217 73 Crores 
(estimated) 




Directorate of Publications, Customs & Central Excise. » 
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Uttar Pradesh: Workers Challenge 
Privatisation 

Mukul 

The agitation by the workers of Auto Industries Limited, 
supported by the various central trade unions and federation is a 
step forward in the struggle against privatisation in Uttar Pradesh. 


IN Uttar Ffadesh, the workers' struggle 
against privatisation of public sector 
companies continues. After the UPCCL 
workers' histbric victory against takeover 
by Sanjay Dalmia, now the workers of 
Auto IVactors Limited (ATL), Pratapgarh, 
are fighting a decisive battle against 
privatising this state public sector com¬ 
pany. The workers, under the banner of 
'Auto IVactors Limited Action Commit¬ 
tee' started a new phase of struggle from 
October 2,-1991 at Lucknow. Indefinite 
dhamas, demonstrations, rallies, gheraos, 
courting arrest are going on. Recently the 
central trade unions including the BJP- 
affiliated BMS and various federations 
organised solidarity action. More than 60 
EIP ML As demanded the scrapping of 
the privatisation deal. Jhe 'Action Com¬ 
mittee against Privatisation’ in UP, which 
consists of INTUC, AITUC, CITU, 
HMS, stafe government, central govern¬ 
ment and public sector employees unions 
and which came into existence after the 
BJP-led statb government announced the 
policy of privatisation of public sector 
companies, also took up the cause of the 
auto tractor workers. 

The more than 1,000 workers of ATL, 
thrown out of their jobs after the 
privatisation deal, have been very firm in 
their struggle for the last one year. The 
privatisation of UPCCL and ATL have 
striking similarities. Both these state 
sector companies were privatised at throw¬ 
away pricestunder the Mulayam Singh 
government. As with UPCCL, so also with 
ATL the state government, bureaucracy, 
and industrial houses colluded and the 
workers not only exposed this collusion, 
b.ut also adopted an agitational approach. 
But the workers’ struggle of ATL was 
initially ignored by the established trade 
unions and the media. The successful 
struggle of UPCCL workers made them 
conscious of the potential of workers’ 
struggle against privatisation. Now the 
ATL workers’ struggle has become the 
rallying point of the trade union struggle 
in UP. 

But the BJP government's open hostili¬ 
ty to workers’ and other socio-economic 
movements has led to difficult and 
repressive conditions. The state govern¬ 
ment seems to enthusiastically support the 
new economic policies of central govern¬ 


ment and has itself initiated many 
privatisation policies. Had it not been for 
the intense working class struggle, the BJP 
government would never have reversed the 
privatisation of UPCCL. The BJP 
leaders, including the present chief 
minister Kalyan Singh, opposed the 
privatisation of ATL during Mulayam 
Singh Yadav’s regime. They supported the 
workers’ agitation and openly announced 
during the election campaign that if the 
BJP was voted to power, they would scrap 
the moves to privatise ATL. Now the same 
leaders are trying hard to resist and reverse 
the rising tide of workers’ movement. 

Conspiratorial Closure of Auto 
Tractors 

In December 1972, a private company. 
Automobile Prcxlucts of India (API), pro¬ 
posed to set up a small tractor factory in 
UP and registered the company as Auto 
Tractors Ltd. But this registered company 
never commenced production and instead 
imported and marketed Leyland-lS4 trac¬ 
tors from UK. It is reported that when the 
UP government requested the company to 
start production and establish a factory 
at P.ratapgarh, the company refused to 
comply. In July 1976, the UP government 
cancelled the company's registration and 
decided to establish the factory at 
Pratapgarh in the state sector. But produc¬ 
tion started only in 1981, with a total pro¬ 
ject cost of Rs 1,886 lakh. The state 
government furnished Rs 7S0 lakh and the 
financial institutions contrit>uted Rs 1,136 
lakh. The project cost, however, escalated 
to Rs 8 crore, the technical know-how was 
imported from British Leyland and 
responsibility for overall technical super¬ 
vision was given over to HMT. The an¬ 
nual production capacity of ATL is 7,500 
tractors and 2,500 engines. The produc¬ 
tion target decided at the lime of com¬ 
mencement of production was 6,000 
tractors and 2,000 engines annually. 

The company owns 152 acres of land, 
of which tfie factory premises and residen¬ 
tial area covers 98 acres and 54 acres 
respectively. The details of project cost 
show land and development cost Rs 30 
lakh, plant and machinery cost Rs 1,034 
lakh, building cost Rs 316 lakh, furniture 
Rs 8 lakh and transport Rs 16 lakh. The 


break «p of machines installed is as 
follows; 40 machines in the light madtine 
shop, 53 machines in the heavy machine 
shop, 10 machines in the heat section, 29 
machines in the tool room, 50 machines 
in the quality control section and 65 other 
machines. It is also estimated that raw 
material worth Rs 400 lakh was lying in 
the factory premises at the time of the 
privatisation deal. 

When the factory at Pratapgarh was set 
up, it was also decided that since it is a 
backward region, the company would 
incur losses in the first three years amoun¬ 
ting roughly to Rs 780 lakh; hence the 
state government also gave a commitment 
to IDBl that ATL would get an interest 
free loan to compensate for these losses. 

ATL started production in 1981-82. 
Actual production was 151 tractors, 
though the production target was 500 trac¬ 
tors. The gap between actual production 
and production target increased year-by- 
year. When the company achieved its 
highest production of 721 tractors, the 
production target was actually 3,500 trac¬ 
tors. In 1988-89, only 36 tractors were 
manufactured of.the target of 6,000 trac¬ 
tors. The company made a new beginning 
in 1983-84, when a new product. Auto 
Land-4000 Diesel Engine, was introduced. 
This engine proved energy efficient and 
became popular. The company produced 
more than 1,000 engines in three years and 
for the first time got an export order of 
60 engines from the UK. 

But the government was moving in a 
different direction. The various appoint¬ 
ments from top to bottom at the behest 
of politicians, various government deci¬ 
sions, corruption and inefficiency proved 
fatal for the company. Also from the very 
beginning, the government did not fulfil 
its commitment to compensate for losses 
in the initial years. On account of this 
alone the company accumulated loss of 
more than Rs A06 lakh till 1984-85. 
initially the company had a workforce of 
674, but in 1984-85 it reached 1,398. The 
company paid Rs 33 lakh in 1981-82in. 
salaries and perks, which increased to 
Rs 1,302 lakh by 1988-89. The company 
product was well received in the market, 
but it was ironical that when all the other 
tractor companies were making a profit, 
ATL was continuously running at a loss. 

The state government delivered a death 
blow to ATL in 1986 in an extremely con¬ 
spiratorial manner. The government sud¬ 
denly stopped giving finances to purchase 
raw materials and announced that govern¬ 
ment finances would be provided only for 
salary and infrastructural costs. 

This decision forced the company to 
stop production and from 1986-87 only 
skeleton production took place. But the 
annual expenditure uf around Rs 350 lakh 
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under salaries and other heads continued 
>Morkers' condition deteriorated in maiqr 
ways. The monthly salary was withheld 
for three to four months. The workers and 
their families were humiliated and they 
were told to leave. When workers started 
their agitation, they were ofncially assured 
that the company would be reorganised 
and diversified on the basis of the 
technical committee reports, within a 
short span of time. 

But suddenly at midnight on November 
21,1990, ATL was declared closed by the 
managing director. The notification issued 
by him stated that “the company is being 
closed because of the accumulated losses 
of Rs 57 crore. All employees arc being 
retrenched!’ The notification also ordered 
the employees to vacate the houses im¬ 
mediately and only after that could they 
collect their dues. The provincial armed 
constabulary surrounded the factory and 
workers’ colony. At the time of the closute 
of the factory, the workers had not been 
paid salaries for the previous five months. 

It is Significant to note that before its 
sudden closure, the ailing tractor unit had 
shown some signs of revival. ATL had ob¬ 
tained a huge order for 284 tractors and 
4,000 diesel.engines from England, Turkey 
and Bangladesh, to. be executed by 
November 30. 19%. 

The Privatisation Process 

Atier the closure came privatisation, 
initiated by the then Mulayam Singh 
government.'The privatisation committee 
constituted by the government considered 
the case, of ATL and decided to transfer 
the company to the joint sector It is also 
significant to note that the chairman 
of ATL was also the chairman of the 
privatisation committee. 


In a confidential letter to the chief 
secretary, UP government, dated 
December li, 1990, the chairman of the 
privatisation committee stated that 
“... i^cording to goyernment orders, the 
ATL has been closed completely... All 
employees have been retrenched.. .’’ In the 
same letter the chairman proposed various 
details of the deal and that proposal 
became the basis of a memorandum of 
undeiatanding with the private company 
Sipani Automobiles Ltd (SAL). Bangalore- 
based SAL had manufactured the Badal, 
Dolfin and Montana cars which had 
proved unsuccessful. 

ATL workers claim that Sipanis are in 
no position to revive the unit, with their 
flagship company itself showing losses of 
over Rs 2 crore in the last balance sheet. 
Besides, Sipani’s production record is also 
dismal, with just around 3,0(X) cars of dif¬ 
ferent makes having been produced in the 
last 15 years. 

According to the memorandum of 
understanding, the company was to be in 
the joint sector. The equity participation 
of state government, SAL and the public 
was to be in the ratio 26:25:49 respectively. 
SAL was to pay Rs 1 crore to the state 
government within a month of signing the 
privatisation deal. The remaining Rs 4.5 
crore was to be invested in ATL. The com¬ 
pany was to return this money to the state 
government 'after three years in five 
instalments. SAL was exempted from the 
obligation to pay all long-term loans from 
the state government and financial institu¬ 
tions, and in place of this the state govern¬ 
ment was to pay all the loans. On the 
board of directors, the state government 
was to nominate the chairman and three 
other directors, SAL was to. nominate a 
full-time managing director and four 


other directors. SAL was to absorb 600 to 
700 employees within a year. Altogether 
1,000 employees were to be abwrbed, but 
all recruitment was to be considered fresh. 

The confidential letter written by the 
chairman of the privatisation committee 
also mentioned some hidden under¬ 
standing in this privatisation deal. The let¬ 
ter states, “... I and chief secretary, 
industries had a talk with the chairman 
and director of IDBI in Bombay. W: pro¬ 
posed that if the state government would 
write off their loans, would it be possible 
to write off the interest on the loans given 
by IDBI and rescheduling^of loan pay¬ 
ment in 3 or 4 instalments? The ^nk 
informally accepted the proposal...” 

Detailed analysis of the privatisation 
deal clearly shows the blatant favouritism 
and dishonesty practised by the govern¬ 
ment. After ruining this state enterprise, 
the government virtually gifted ATL to 
private hands. 

In the privatisation process, the govern¬ 
ment appointed a private chartered ac¬ 
countant to evaluate the assets of ATL. 
That evaluation only values assets worth 
Rs 8.8 crore, whereas the other valuation 
estimates assets up to Rs l(X) crore. Not 
only is the credibility of a private 
chartered accountant in this particular 
case questionable, but the whole process 
of valuation was done in a very hurried 
manner. It started only after the closure 
of the factory and was completed within 
a month. It is strange that even this valua¬ 
tion was not follovMKl in the privatisation 
deal and the asset valuation was reduced 
to Rs 7.5 crore, without giving any con¬ 
vincing explanation. 

I lie state government had written off 
the loan, its interest and other financial 
commitments of the company. This was 
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anHitwi Rs S,500 lakh. SAL had to ^ 
only Rs 1 crorc No timeframe was decid¬ 
ed for the remaining, payment and apart 
from this, there was a concessional interest 
rate of only 9 per cent, whereas the 
prevailing bank interest rate is 18 per cent. 

According to. the MOU, the joint sec¬ 
tor participation of the government, SAL 
and the public was to be in the ratio 
26:23:49. But in actual terms, SAL is 
going to hold 49 per cent shares because 
the dealers hold 9 per cent and company 
holdings hold 15 per cent share. Thus in 
actual terms the proportions of govern¬ 
ment, SAL and the public’s share will be 
26:49:23 respectively and the company will 
be convert^ into a private sector com¬ 
pany. SAL will also enjoy a majority in 
the board of directors. 

The MOU is also very dubious with 
regard to workers’ employment. Officially 
more than 300 workers were declared 
surplus. The commitment given to about 
1,000 workers was also camouflaged by 
the clever wordings of efficiency, produc¬ 
tivity and capacity. 

in fact, the ATL workers' union obtain¬ 
ed a stay order from the Allahabad High 
Court on November 27, 1990, restraining 
<he government from selling the company. 
Defying the stay, the state government 
went ahead and signed the MOU on 
February 19 and the sale deed on March 
19, 199l. The court has now issued con¬ 
tempt notices to the state government. 

The privatisation of ATL is a blatant 
case of corruption and undertiand dealing 
by state government, bureaucracy and a 
private company. The various state 
governments never accepted any proposal 
initiated by the workers’ union or manage¬ 
ment to write off the loan or interest 
amount for the revival of the company. 
They nevei granted any tax concessions. 
They never constituted any inquiry into 
the numerous charges of corruption. It is 
also alleged, that the government even 
fabricated the loss amount of the com¬ 
pany. The officially stated lo.s.s amount of 
Rs 57 crore does not take into account the 
government breach of commitment to 
compensate initial losses. It does not con¬ 
sider the financial consequences of stop¬ 
ping production for the last four years. 
But the government held no barriers in 
I giving concessions to SAL. 

Workers AcAtNsx Privatisation 

Workers and their organisations had 
never been consulted about the privatisa¬ 
tion plan, nor did they have any inkling 
of the government conspiracy to first cldse 
down the factory and then to privatise it. 
But after the closure of the factory, 
workers were faced with severe repression. 
The PAC, local police and district ad- 


ntinistmtion joinHy attacked the workers. 
They first tri^ to get the workers’ colony 
vacated and hiso adopts various terror 
tactics. 

Then various trade unions working in 
ATL jointly foimed the *Aato Thactots Ltd 
Action Committee’. This committee 
started challenging the government moves 
with renewed organisational efforts. This 
joint committee increasingly gained 
strength and since more than a year it has 
not only remained intact but is also 
involved in continuous agitations. Factory 
workers started an indefinite dharna in 
front of the factory gate from the last 
week of November 1990. Then indefinite 
relay hunger strike, protest meetings, 
rallies, demonstrations and various other 
programmes were organised. The workers’ 
agitation was positively received by 
various trade unions, political parties and 
the common people in Pratapgarh. Con¬ 
gress, BJP, Janata Dal gnd left party 
leaders supported and actively par¬ 
ticipated in the workers agitation. The 
workers demanded the reqpening of the 
factory and a thorough enquiry and 
restructuring of the working of ATL. 

But in a sudden move, the Mulayam 
Singh government struck the privatisation 
deal with SAL. In the meantime SAL with 
the open connivance of the administra¬ 
tion, started recruiting temporary workers, 
which continues even today. In the 
changed situation the ATL Action Com¬ 
mittee continued their agitational pro¬ 
gramme, but they had virtually no hope 


for justice from the Mul^ram Singh 
government. And the agitation became a 
token one 

After the installation of the BJP 
government, the workers hoped to ^ 
justice. They now demanded scrapping of 
the privatisation deal; to co-ordinate the 
working of ATL with central public sec¬ 
tor HMT or to transfer the foctory to a 
worirers’ co-operative. But their hop« 
were dashed as the BJP government did 
a volte-face and drifted away from its 
initial commitment to the workers’ cause. 

The action committee had to intensify 
its agiution again. The workers again 
organised a series of protest action in 
Pratapgarh. Then from Ocufoer 2, 1991 
they launched an indefinite dharna before 
the assembly in Lucknow. They demon¬ 
strated in front of the CM’s house; 
courted arrest and wganised *chakka 
jams’ in various parts of the dty. The 
workers’ families joined the agitation in 
large numbers. Wirken were htthi-chaiged 
many times; more than 3(10 workers were 
arrested and sent to various jails. 

The Auto workers’ agitation gained 
extra momentum from the second week 
of December 191^1 when various central 
trade unions and federations started 
solidarity action in Lucknow. The strug¬ 
gle continues and the Auto workers are 
determined to carry forward their agita¬ 
tion in spite of the continued silence of 
the UP governmenL Their agitation 
marks another iandiiiark in the struggle 
against privatisation in UP. 
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Nagarju na Fertilizcfs and Chemicals Limited 

Nagarlttna Hills, Hydnabad $00 482 

Chairman’s Speech at the Fifteenth Annual General Meeting 



* speech ftetivered by 

Field Manbal Sam Manekshaw, Chairman 
at the iSth Annual General Meeting af 
the Company held at Hyderabad 
on 2,ird Oecember. 1991. 

Ladies and Gentlemen, 

It is my privilege to welcome you ail to the 
Fifteenth Annual Oenerai Meeting of your 
Company. 

It is with great pleasure that 1 am able to inform 
you that since I met you all at the last AGM just 
ov^r a year ago, we have made significant progress 
in the implemenution of our f^ompany’s Fertilizer 
Project at Kakinada. which is on the threshold of 
c«)mmcncemcnt of production; this in spite of the 
many constraints under which we worked. You 
will recall that at the AGM last year I had given 
you to understand that the Company would be in 
production of fertilizer by about the end of 1991. I 
ant afraid, my prediction has gone awry by some 
two and a half to three months-, this in spite of the 
tremendous efforts put in by the Management and 
the men On the ground. Our (Company now having 
been assured of the availability of Natural Gas at 
the plant site by end of January, 1992, i am 
confident that, barring unforeseen circumstances, 
Grea will How out of the NFCL Plant within the 
next two months. Thi.s, ladies and gentlemen^ 
indeed will be a commendable achit*vement 
considering the heavy odds faced by our Company 
during the last few years. 

The reasons for the delay in the completion of tnc 
pniject as stated by me last year, as also at the time 
of our equity issue in Januar)', are many'and, I can' 


sute categorically, none under the Management’s 
control. I will enumerate some of these now: 

(a) On the economic front this has been an 
eventful year for the country. There was the 
Gulf War and the unprecedented foreign 
exchange crisis that the country faced with the 
consequent restrictive measures which the 
Government was forced to impose and these 
i(H>k their toll. Like many others, we too 
suffered on account of delays in obulning 
foreign exchange to pay our vendors abroad, 
thus affecting the implementation of the 
project, as also the cost. 

fb) There was considerable delay in the grant of 
“Deemed Export Status” to the indigenous 
manufacturers and suppliers of equipment on 
the basis of which they had participated in the 
bidding of contracts. These suppliers withheld 
supplies until the matter was satisfactorily 
settled. This was another cause for delay and 
e.scalation in costs. 

(c) Our pn)jcct is based on the use of Natural Gas. 
The Gas Authority of India Limited had 
contracted to supply gas by September, 1991 
and all our planning was based on this promise; 
unfortunately this promise was not maintaincyd 
and, as stated in the Directors' Report due to 
many constraints, gas will now flow into the 
Plant only by the end of January, 1992. 

(d) The devaluation of the Indian currency too has 
had considerable effect on the timely 
implementation of the project. Perhaps, it has 
not been fully realised by the authorities that 
delay in the completion of the project can now 
cost the country well over Rs. 60 lakhs in 
foreign exchange per day, as fertilizer will have 
to be imported to make up for the loss in 
production. 

The Fertilizer Scene 

Perched so close to commencement of production. 
It would be pertinent for us to look with 
circumspection at the fertilizer scene in the 
country. It is a known fact that India has been an 
importer of nitrogenous fertilizers and regretfully 
shall continue to do so for some more time to 
come. 

Considering the targeted requirements of 250 
million tonnes of fu^ grains by the turn of the 
century and the vital role fertilizers are to play in 
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realising thb tanget, production and distribution of 
feftlUxen in our country had always been closely 
fcgulated. The issue pricx of fertilizers to the 
fanner has been subsidised and the manufoctuiets 
assured a Axed return on their investment at ceitaln 
stipulated sundards of productivity. For reasons' 
which may be debatable, the growth in capacity in 
the country has not matched the growth in 
demand spurred by the food grains revolution. 
Currently, it is estimated that availability of Urea 
would hill short of demand by about two million 
tonnes per annum, which amounts approximately to 
the combined output of four profeas of our size. 

Kakinada Project 

Members will be pleased to know that the 
Company’s Fertilizer Projea at Kakinada is in the 
final stage of completion. About 94% of the work 
has been compiet^ by the end of November, 1991 
Pre-commissioning activities are in full .swing. 

Along with my colleagues on the Board, I visited 
once again the project site recently and 1 am glad 
to report that the progress is indeed substantial. 

No effon is being spared by your project team, 
which is working round the clock to ensure 
expeditious completion of the project. The Plant 
would have been operational by iu>w but for the 
foreign exchange problems faced by the Gas 
Authority of India Limited, resulting in delay in the 
laying of a small portion of the pipeline beneath 
two river beds; this work is now being completed 
by an overseas agency. Together with the 
Management, I am in regular touch with all. 
concerned agencies and governmenui authorities 
for the expeditious supply of Natural Gas and, as 
already stated, our Company has been assured that 
gas would be available at the project site l^y the 
end of January, 1992. 

The availability of more than five lakh tonnes of 
Urea per annum from this project would save for 
the country invaluable foreign exchange to the 
extent of about US S 90 million per annum which, 
at current rates, is equivalent to over Rs. 230 
crores. The location of the Plant; as you know, is 
ideal. Situated in the midst of a high fertilizer 
consuming zone, the project enjoys an assured 
market. The source of raw material is just about 
100 Kms from the project site. This advantage of 
location results in economic benefits to the pn)ject 
and to the nation. 

Project Cost 

As mentioned earlier, the unforeseen delays the 
project had to face and the adverse exchange 
variation since the time the mid-term appraisal was 
carried out, have led to cost increase and the 
revised project cost has now been appraised by 
IDBI at Rs. 907 crores. To meet the increased cost 
of Rs. 122 crores, the promoters will be bringing in 
Rs. 20 crores of equity and the balance of Rs. 102 
crores will be raised by issuing partly convertible 
debentures on a rights-cum-public issue basis to 
which, I am sure, investors will once agpin come 
forward with overwhelming support. Financial 


Institutions have in the meantime screed to give 
britl^ loan assistance till the debenture issue is 
made. Issue details will be finalised in consultation 
with the Financial Institutions, Merchant Bankers 
and other authorities. 

You must be aware that implemenution of laige 
projects in our country is subject to several 
procedural and regulatory restrictions wherp delays 
are inevitable. Capital costs are vulnerable to 
escalation due to delays and this is now a common 
phenomenon. In spite of facing delays of several 
months for reasons such as non-issuance of 
notifications required under the deemed export 
benefit scheme, release of foreign exchange and 
opening of letters of credit, the Company has, with 
tremendous effort, internal planning and 
monitoring, contained the cumulative efiect of the 
delays of four months. This has enabled our 
Company to keep the increase in the project cost 
under check, despite the impact of a steep 
devaluation of the rupee. 

Policy Consideration 

Our project is one of those in respect of which 
investment decisions had been taken on the basis 
of retention pricing scheme notified by the 
Government of India. I hope that the Government 
will not introduce changes as to affect reasonable 
return on such large Investments. In long-gestation 
and capital-intensive projects as ours, continuity of 
policy is most essential to induce confidence in 
investors and lenders. This would augur well for 
the industry as it would attract latge investments. 
The concept of a free market, which is now 
dominant in the minds of the policy makers, 
should do well for the future. Such changes should, 
however, be brought about in a stniaured manner 
giving the industry, the consumer and the economy 
adequate time to ensure a smooth transition. Thus, 
if the proposed decontrol of fertilizers has to take 
place, it has to be phased over a period of time 
during which the customers, the current operating 
plants and the prospective entrepreneurs are all put 
on adequate notice to make necesliary structural 
adjustments. Given the various advanuges of our 
Plant and the de-bottlenecking made to ensure high 
productivity, I am confident that this project will, 
in the long run, prosper in a free market-situation. 

Conclusion 

Ladies and Gentlemen, may 1 then, once again 
assurF you all with certitude that, together with the 
Management, 1 am fully seized of the demanding 
target we have set for ourselves in making the Plant' 
fully operational in the fitst quarter of 1992. 

Before I conclude, 1 would like to express my 
sincere gratitude to all Governmental agencies, 
financial institutions, banks and most importantly, 
to you shareholders as well as the employees for 
the support and cooperation extended to make this 
nationally-impoitant project a reality. 

Mrifr This ittnift nut purport tttbta ntanl of the prftctutUtuu 
■ of the Amuut General Meeting. 
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Mikhail Gorbachev: A Saga of 
Unintended Consequences 

Ramnath Narayanswam}' 

The recent developments in the Soviet Union were the unintended 
consequences of a reformer who could not quite pull off the 
revolution he intended, arguably because he worked to unite 
socialism and democracy in a manner that was not susceptible to 
the unity he sought. 


THE Union of Soviet Socialist Republics 
been replaced by a commonwealth of 
republics, the future evolution and sus- 
uinability of which remains as yet uncer¬ 
tain. What remains indisputable and ir¬ 
reversible is the demise of the old order 
and the inauguration of a new one. Seventy 
four years of Bolshevism and everything 
that was associated with it have been firm¬ 
ly relegated to an era now universally 
acknowledged to be dead. The first pro¬ 
letarian state of the 20th century took no 
more than seven decades to outlive itself. 
While it will doubtless be some time 
before a more balanced account of the 
factors underlying the rise and fall of the 
Soviet economic and political system will 
emerge, the man who was singularly res¬ 
ponsible for, either having brought it 
about or having made it possible was 
paradoxically the victim of a system which 
allowed him to reach unprecedented 
heights from which he was compelled to 
begin the process of dismantling the very 
system that created him. It is perhaps in 
the fitness of things that the same system- 
now in a process of rapid decay—ensured 
that the architect of its destruction was 
not spared either. 

The dramatic exit of Mikhail Gorbachev 
and the system of administrative com¬ 
mand economy that he inherited and con¬ 
tributed in greater or lesser measure to 
first rectify and then abandon but not 
transform, highlights in a rather spec¬ 
tacular way, the mixed legacy of socialist 
pioneers who begin by triggering the pro¬ 
cesses of reform, but who nevertheless end 
up by becoming obstacles to the very 
reform processes they contributed so 
much to engender. This is especially true 
,of both the erstwhile as well as contem¬ 
porary socialist world. In Hungary, Janos 
Kadar played a role similar to that of 
Deng Xiaoping in China; both were res¬ 
ponsible for initiating a series of reforms 
that had no precedents in the socialist 
world and both ended up by hindering the 
very processes they had set in motion. 
While this is not as paradoxical as it might 
appear at first sight (this is because genuine 
economic reforms in centrally planned 
economies invariably lead to challenging 


outdated political structures as well), it is 
nevertheless significant to record that the 
Soviet Union witnessed a similar repetition 
of historical proportions. 

It is essential to recognise that perest¬ 
roika (both in terms of what its architect 
meant by that term and the policy measures 
that were prompted as a result of that 
understanding) was not an integrally 
designed package of reform measures 
directed towards a radical transformation 
of the Soviet economy and society. In its 
initial stages, it was meant to be revolu¬ 
tion in the most conservative sense that 
could be ascribed to that term. Under the 
circumstances, this was not surprising; 
brought up in the best tradition of the 
apparatus, Gorbachev's early writings do 
little to relate either the problems of the 
economy or the deficiencies of economic 
management to the planning system itself. 
He had little experience in dealing with 
practical problems either in industry or 
agriculture; his experience of the latter was 
of a very limited kind. 

In its initial stages, the reform pro¬ 
gramme that Gorbachev had in mind was 
based not on a departure from socialism 
but was on the contrary, set very much 
within the framework of the socialist 
system as the latter had evolved in the 
Soviet Union. While he began his tenure 
as a reformer, the kind of reform blueprint 
he had in mind was a case of setting new 
goals against old interests. His early ef¬ 
forts were directed towards revitalising the 
socialist system by revamping the bureau¬ 
cracy and overhauling the system of eco¬ 
nomic management through motivating 
people to work efficiently. It was a refined 
Andropovian programme aimed at stimu¬ 
lating the ‘human factor’ and harnessing 
its energies to the task of socialist con¬ 
struction. Gorbachev did not begin 
with the intention of dismantling the 
command—administrative model. The 
early objective lay in democratising the 
planning mechanism by allowing greater 
mass participation. Its purpose lay in 
stemming the economic decline and 
preserving the Soviet Union's status as a 
superpower. “We are looking”, wrote 
Gorbachev, “within socialism, rather than 


outside it, for the answers to all the ques¬ 
tions that arise. We assesss our successes 
and errors alike by socialist siandaids. 
Those who hope that we shall move away 
from the socialist path will be greatly 
disappointed. Every part of our progrenune 
of perestroika—and the programme as a 
whole, for that matter—is fully based on 
the principle of more socialism and more 
democracy!" Again; “As we understand 
it, the difficulties and problems of the 70s 
and 80s did not signify some kind of crisis 
for socialism as a social and political 
system, but rather were the result of in¬ 
sufficient consistency in applying the prin¬ 
ciples of socialism, of departures from 
them and even di.stortions of them, and 
of continued adherence to the methods 
and forms of social management that 
arose under specific historical conditions 
in the early stages of socialist develop¬ 
ment”.^ And yet again; “On the contrary, 
socialism as a young social system, as a 
way of living, possesses vast possibilities 
for self-development and self-perfection 
that have yet to be revealed, for the solu¬ 
tion of the contemporary society’s scien¬ 
tific, technological, economic, cultural 
and intellectual' progress, and of the 
development of the human individual. 
This is indicated by the path our country 
has taken since October 1917, a path tha^ 
has been full of innumerable difficulties, 
drama and strenuous work, and at the 
same time full of great triumphs and 
accomplishments!'^ 

Inspired in large measure by the Novosi¬ 
birsk Report,^ economic reform in the 
early years of the Gorbachev era therefore 
began with a package of measures aimed 
at achieving economic recovery to bring 
about a rapid rate of economic growth so 
as to simultaneously expand investments, 
meet military needs and provide for con¬ 
sumption; ‘Curing economic maladies 
would close the gap between ideology and 
reality, restore the authority of the govern¬ 
ment and Party and ensure the Soviet 
Union's position as a superpower’.’ 

The realisation of this ambitious pro¬ 
gramme began with a series of neo- 
Stalinist campaigns against alcoholism 
and against ‘unearned income' to reduce 
corruption, tightening labour discipline, 
opening up the dark pages of the history 
books which was accompanied by a drive 
for greater democratisation, compulsorily 
retiring and reshuffling several high- 
ranking officials at various levek of the 
administration and shifting investment 
from construction to machine tools to in¬ 
crease productivity. This was accompanied 
by a second set of measures aimed at in¬ 
creasing the autonomy of tlie enterprise 
and encouraging local initiative and a 
third set of measures which attempted to 
diversify the system of ownership by 


10 


Economic and Political Weekly January 4-11,1992 



widening the scope of individual and co¬ 
operative activity. 

The spate of measures and the contra¬ 
dictory results they ushered at various 
levels of economic activity in the first two 
years of Gorbachev's stewardship led a 
number of observers—including the pre¬ 
sent writer—to conclude that there had 
been no significant change in the economic 
domain.* By the middle of 1987, the 
Soviet leadership had come to the same 
conclusion by affirming that the economic 
system was still excessively centralised, 
wasteful and inefficient and called for 
'radical reform’ to bring about a more ef¬ 
ficient and flexible economic system. But 
the measures presented by the Central 
Comnuttee still did not represent a well- 
designed blueprint for structural change. 
Instead, they took the form of five major 
principles of reform which included (1) 
central economic agencies were not to in¬ 
terfere in day-to-day functioning of state 
enterprises but were to restrict themselves 
to strategic decision-making, (2) there was 
to be a gradual shift from a reliance on 
detailed planning and administrative 
orders to a greater reliance on economic 
levers, (3) bridging the gap between 
science and production to upgrade pro¬ 
duct quality to international standards, 
(4) moving away from central planning 
and replacing the latter by autonomous 
production units, and (5) encouraging 
enterprise'autonomy. 

Despite the fact that the June 1987 
measures did not represent a comprehen¬ 
sive blueprint for radical change, there was 
already considerable opposition building 
up both within the party and outside to 
the proposed changes. The battle between 
the reformers and the conservatives inten¬ 
sified. The campaign for glasnost, initially 
designed as a mass campaign to encourage 
the Soviet people to ask searching ques¬ 
tions about their history, the campaign 
unexpectedly developed into a full-fledged 
movement for social and political renewal 
which was by no means controlled from 
above, had caused a spectacular transfor¬ 
mation in the level of public discourse. 
Among other consequences, it led to an 
astonishing resurgence of public discus¬ 
sion, the freedom and depth of which sur¬ 
passed the experience of the 1920s. The 
battle for economic reform inevitably 
entered into the public domain.^ The 
Law on State Enterprises, promulgated by 
the Supreme Soviet towards the end of 
June 1987, still embodied a mixture of 
centralised guidance and enterprise auto¬ 
nomy (this effectively meant that enter¬ 
prises were not to operate independently), 
but it however was an advance in one of 
the five principles contained in the 1987 
proposals; the other four principles re¬ 
mained on paper. The Law on Co-opera¬ 


tives, which was undoubtedly the most 
radical piece of Soviet legislation in the 
Gorbadiev years, was adopted on May 26, 
1988, and this was preceded by the passing 
of the Law on Individual Labour Activity. 

Elespite the fact that the process of 
perestroika had passed from a stage of 
conceptualisation and learning between 
1985-87 to a stage of implementation of 
reform measures and improving their 
desigfl between 1988-90, it did little to 
stem the economic decline. While a laiger 
examination of the reasons behind the 
decline and the manner in which subse¬ 
quent events conspired to relegate econo¬ 
mic reforms to the background will go 
beyond the purview of our concerns, what 
is important to record here was the half¬ 
hearted nature of the attempt and incon¬ 
sistency in implementation which led to 
a number of contradictory consequences. 
As a result, reform measures which did 
not affect the bureaucracy were pushed by 
the bureaucrats more vigorously than 
those which were directed at cutting them 
down to size. Almost every reform 
measure resulted in consequences that 
were the very opposite of what was intend¬ 
ed. This was especially true of the early 
neo-Stalinist campaigns such as those 
against alcoholism which led to the wide¬ 
spread distillation of samogon or home¬ 
brewed vodka and increased the budget 
deficit, against unearned incomes which 
caused a great deal of damage to the 
private sector as its main targets were the 
kolkhoz markets, private plots and ser¬ 
vices, and the Law on the State Enterprise 
that led enterprise managers to increase 
wages which helped fuel inflation.* 

This disparaging picture of economic 
reforms in the Gorbachev years is not 
meant to suggest that there were in effect 
no changes at all but merely to show that 
the kind of changes that occurred were 
seldom in consonance with what was 
originally planned. There were however 
some positive changes as well. The June 
1987 measures coupled with the Law on 
State Enterprises, subsequent decrees 
relating to various aspects of the reform 
package (they were 10 in number), the 
subsequent laws on co-operatives and 
foreign trade that were passed in the 
course of 1988 and the earlier measures 
taken in 1985 and 1986, all of which were 
in varying stages of implementation in the 
course of 1989 and 1990 did succeed in 
modifying various aspects of the function¬ 
ing of the Soviet economy in a number 
of different sectors. In the field of owner¬ 
ship for example, the legislation passed so 
far has led to a modest expansion of 
privatisation. The system of rationing the 
means of production that was charac¬ 
teristic of centrally planned economies 
was gradually being replaced by wholesale 
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Cntfally administered prices weie 
revised and contract prices came to be 
employed more extensively. The reforms 
also succeeded in widening the scope of 
enterprise autonomy as a result of wUch 
enterprises now set their own plans that 
are based on guidelines that are centrally 
formulated and after having met oonq>ul- 
sory output orders from the state; Uiey are 
free to ^spose the remainder to custo- 
nwrs. There has been a reduaion in the 
size of coitral as well as regional 
bureaucracies. The non-state sector has 
registered a sizeable expansion. 

These limited improvements could not 
however produce the econmnic break¬ 
through that the reformers were ardently 
in search of. Instead the economy began 
to steadily deteriorate and is now in worse 
shape thu in 1985 partly due to deficien¬ 
cies in design and implementation and 
partly due to policy mistakes whidi aggra¬ 
vated economic Afftculties: ‘The difft- 
culties created by the reforms themselves 
were eucerbated by a series of policy 
mistakes over several years. An 411-con- 
ceived anti-drinking campaign deprived 
the state budget of billions of rubles in tax 
revenue and retail stores of billions in 
sales. It also produced long queues, a 
burgeoning moonshine, industry and ra¬ 
tioning of sugar. In response to the fall 
in world prices for oil. the government 
reduced imports of highly taxed consumer 
goods, ftmher depriving both the budget 
and retail stores of revenue. Meanwhile, 
the growth of state budget expenditures 
accelerated in response to a surge in in¬ 
vestment and subsidies. The result was an 
enormous budget deficit, projected at 
some RlOO billion or about 11 per cent of 
gross national product in 1989. With con¬ 
tinuously rising incomes, shortfalls in 
pbumed production of consumer goods 
and services and much publicity about a 
possible reform of retail prices, people 
have gone on a buying spree. Empty 
shelves, longer queues and increased 
distribution through special ctumnels have 
become widespread;* 

The inability of the Gorbachev ad¬ 
ministration to push through radical 
reform measures to offset the negative 
consequences of the half-baked measures 
promulgated earlier (the much-awaited 
reform in prices never went througn), 
which stemmed in part from the nq^ rise 
of centrifugal forces from the republics, 
led to an indefinite postponement of 
economic reform. Despite the fact that the 
past year saw the ^mergence of several 
transition plans, the good intentions of 
these plans had no opportunity to prove 
themselves: the declairations of indepen¬ 
dence from the Baltic states beginning 
with Lithuania on Mardi 11, 1990, and 
followed by Latvia and Estonia soon after 


(Gorbachev was deefod president by the 
Congress of Peoidefs Deities on Mqrdi 
IS, 199^, threw the Gorbachev administ- 
ration into a growing conflict with the 
republics in which Gorbachev came to be 
associa t ed with the preservation of central 
authority in Moscow at the expense of 
ignoring democratic aspirations in the 
republics. Under tile circumstances, it wai 
hardly surprising that the strug^ for 
democracy in the Soviet Union became a 
struggle between a rigid inflexible centre 
personified by GorbKhev on the one 
hand and the republics on the other. Even 
the abortive coup in 1991 spearheaded by 
conservative sections of the Soviet mili¬ 
tary. the KGB and the disciedited commu¬ 
nist party could not reverse Gorbachev’s 
waning popularity. When he resigned 
from the communist patty in the after- 
math of the attenqxed coup^ it was already 
too late. This decline in his popularity was 
certainly related in some ineasure to his 
refusal to dissociate himself from a com¬ 
munist party that had become thoroughiy 
discredited. Instead of seeking legitimacy 
by forging his bonds with his people, he 
preferred to remain at the helm of a 
bureaucracy that the Soviet population 
had come to abhor and despise. The old 
order collapsed because it was unable to 
contain the forces that were implacably 
hastening its destruction. 

The collapse of Soviet communism or 
the Soviet Union losing the Cold Whr or, 
for that inatter, the economic crisis con¬ 
fronting the newly established common¬ 
wealth of republics—ndther of these out¬ 
comes corresponded to either Gorbadiev’s 
intentions or of those who surrounded 
him. These were the unintended conse¬ 
quences of a reformo’ who could not quite 
pull off the revolution he intended 
argu^ly because he. worked to unite 
socialism and democracy in a manner that 
was not susceptible to tiie unity he sought. 

The answer to the question—well worth 
posing—whether Gorbachev himself had 
aiiticipated the sheer scale of the conse¬ 
quences that his campaign for glasnost 
and perestroika eventually resulted in is 
something we will know only in the future: 
■Diere is however every reason to believe 
that he did not and this was both his 
strength and weakness. It was l)is strength 
because had it not been for the unintend¬ 
ed consequences of his campaign for 
glasnost, it is doubtful whether Soviet 
society could ever have been transformed, 
but ty the same token, it was also his 
weakness because when events began to 
catch up with him, he found himself ill- 
equipp^ to deal with consequences he 
had not foreseen. 

The unfinished revolution that Gor¬ 
bachev began has among other conse¬ 
quences, advanced our knowledge of 


Soviet-type economtes to a d egree nit- 
paiallded in the history of Sorielology 
linoe 1917. Not only has tiia oqtaide world 
gained an intimate knowledge of the 
economic; politicel and social contradic¬ 
tions thet such societies inhered. bM this 
is equally true of the mass of Soviet 
citizens who were brought up on the 
tion that their system cc^ regisrer 
uninterrupted high growth rates, that the 
resulting ‘abundance^ would inevitably 
lead to the creation of a new type of 
‘socialist man’ devoid of all socially 
underirable features end finally, that it 
was the existence of preciaely these two 
features that contributed to mitiie Soviet 
society, an original, superior and pro¬ 
gressive alternative to Capitalism’. The 
i mint e nd ed consequences of the G orb ac hev 
revolution have not cmly exposed the 
hollowness of these claims, but they also 
stand thoroughly discredited in the eyes 
of those to whom they were direct^, 
which helps to explain why the prooen of 
reform and change in what was formerly 
the Soviet Union cannot be rolled back 
ai^ore: Nevertheless, what is significant 
to record here is not the compellingly 
naive nature of tiiw assumptions or even 
the fact that they were actually subscribed 
to by large sections of the left who bdiev- 
ed that they ought to be ‘sympathetic^ to 
the Soviet cause: What is more important 
to record are the sacrifices that the Soviet 
population will once again be called upon 
to bear to rectify the errors of the past and 
effect a return to ‘normalcy’, which to the 
nutiority of Soviet citizens represents for 
the betta- or the worse—and without put¬ 
ting too Fine a point on it—the west. 
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On the Meretricious Charm of Marxist 

Orientalism 

Dipteodn Baneijee 

Materialist Orientalism: Marx, 'Asiatic Mode of Production and India, 
by Bula Bhadra; Punthi Pustak, Calcutta. 1989; pp xvi + 508, Rs 425. 


I 

WE are now passing through highly enter¬ 
taining days of orientalism-bashing. This 
bashing is aimed at all kinds of orientalism, 
including the most entertaining of them 
all—materialist’ orientalism, supposedly 
crafted by none other than Karl Marx 
himself in his concept of the Asiatic mode 
of production (hereafter AMP). This is the 
ecstatic message of Bula Bhadra’s recently- 
published book. I do not deny the very r^ 
presence of orientalist disinformation, 
whether materialist or not, in the historically 
specific (that is, colonial and neo-colonial) 
discourse of knowledge and power. But 
having gone through Bula Bhadra’s book, 
I find myself in a miserable factual and 
logical fix when I am led to recall that Marx 
himself, even late in his life, was also bashing 
a host of British officials and publicists 
writing on India or Asia, whom he cheer¬ 
fully dubbed ‘lousy orientalists’. 

II 

Bhadra’s book tells us, in no uncertain 
manner, that the thick-grained Marxian con¬ 
cept of the AMP can at best stand for some 
kind of a primitive-communal organisation 
(cf Roman Rosdolsky and Heinz Lubasz). 
The major features of the AMP, as re¬ 
constructed by her, are the following—the 
absence of private property in land and 
hence of classes: the existence of numerous 
stagnant village communities; and the 
domination of an Oriental-despotic state 
founded upon its rdle of hydraulic manage¬ 
ment {contra Kail Wittfogel’s lower category 
of hydroagriculture). These features repre¬ 
sent, to be sure, an overwhelmingly conven¬ 
tional version of the AMP, a version which 
has been consistently maligned and flayed 
by most commentators including the leaders 
of ‘official’ Marxism since the days of Stalin, 
who had even banned AMP from public 
discussion in the Soviet Union for more than 
a gi^neration. 

The author’s empirical reference-point is 
ancient and early medieval India. Here, on 
the basis of her study of some secondary 
historical literature and true to the guiding 
spirit of ‘official’ Soviet historiography 
(whether represented by L B Alayev, V 1 
Pavlov, G Bongard-Levin, K Antonova, A 
I Chicherov or the eventually ‘domesticated’ 
scholan like 1 M Reisner), she finds no traces 
of the AMP in ancient and early medieval 
India but witnesses a flaunting display there 
of the feudal mode of production (cf 


R S Sharma. B N S Yadav, D N Jha and 
MGS Narayanan). 

Unsurprisingly enough, Bula Bhadra con¬ 
cludes that so far as the concept of the AMP 
is concerned, Marx was wrong all the way— 
theoretically (cf Perry Anderson), 
philosophically (cf Shlomo Avineri), em¬ 
pirically (cf in the case of India, Bipan 
Chandra, S Naqvi, B Wielanga, Romila 
Thapar and a host of others). Marx was also, 
she accuses, a dishonest researcher who was 
wont to suppressing wilfully many of the 
available material (cf S Naqvi). Now, my 
short comment is that there is hardly 
anything new or original in what Bula 
Bhadra claims; others before her had said 
all this. Some had even prated about Marx’s 
orientalist predilections, his Eurocentricity, 
that is, long before Bhadra’s intelleau^ 
mentor, Edward Said’s Orientalism publish¬ 
ed in 1978. What is probably new about 
.Bhadre’s characterisation is her addition of 
the prefix “materialist" to Marx’s so-called 
orientalism. And what is certainly new about 
her presentation is the tone of irrevocable 
finality with which she says what she says. 
Thus she announces, without the slightest 
hesitation, that in his formulation of AMP, 
Marx was wrong not merely on this count 
or that; he was totally, wholly, utterly wrong! 

Ill 

it is reassuring to read in the Preface to 
Bhadra’s book her characterisation of herself 
as “an independent Marxist thinker” who, 
like Karl Marx himself, believes in the mot¬ 
to: “doubt everything"! Her procedure is thus 
notified at the outset as an eminently scep¬ 
tical method, which she has pursued she an¬ 
nounces “within the methodological and 
theoretical framework of dialectical and 
historical materialism". Later in the book she 
calls it “the Marxist methodology”, which 
the original instigator of this methodology, 
Karl Marx himself, did not presumably pur¬ 
sue in his depiction of AMP. 

Such self-congratulatory postures recur 
throughout the book, for instance when 
Bhadra describes her book as “an anti- 
establishroent work”. I fail to see how one 
can say that, for Marxist establishments have 
generally rejected, much in the style of 
Bhadra, the notion of AMP. it is true, 
though, that during the 1960s and 1970s a 
large number of works including the essays 
published by the Centre d’Etudes et de 
Recherches Marxistes in Ruis tried tohpply 
AMP to many geographical regions and 
many periods of time; But it is equally true 
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that a much larger number of works con¬ 
sistently discredited the commonly accepted 
version of AMI*. Likewise did establishinent 
Marxism. As 1 have already pointed out, 
Bhadra’s vigorous rejeaion of AMP is fkiUy 
hooked on this ‘official’ tradition; and most 
communist parties of the world today still 
remain tuned to its wavelength. 

Marx-bashing, even among a certain 
brand of Marxists, is not new. When S Naqvi 
published his essay in 1972, in which he 
spoke of Marx’s illicit handling of his 
sources on India, his essay became at once 
very popular and was reprinted in two other 
places within a short time, presumably 
because it became highly entertaining to 
show that it was not Marx the demagogue 
but Marx the respectable doctor of 
philosophy of a respectable German univer¬ 
sity who had deliberately defied all the 
canons of historical scholarship. No other 
argument could have been dearer to Bhadnfs 
heart. 

And so once again with a kind of un¬ 
daunted finality, she announces that Marx 
wilfully suppressed all information on India 
which went against his pre-determined 
ideological position. More specifically, 
Bhadra says, Marx did so because of his 
ontological and teleological and, one may 
add, umbilical attachment to orientalism. 
Indeed Marx was the progenitor of a new 
brand of orientalism, that is, materialist 
orientalism, constructed as it was with a 
veneer of materialist “dialectics”. I do not 
wish to enter here into the tricky arena of 
orientalist discourse, much of rtie related 
criticisms of this discourse being licit and 
legitimate. But, taken beyond the point of 
exhaustion, the discourse on orientalism is 
now bogged down in the more philosophical 
problem of cross-cultural representation. 
Can ‘we’ represent ‘them’, and ‘them’ ‘we’? 
A person writing on a culture not his own 
is now-a-days flayed, amusingly enough, not 
for what he writes but for what he is, an 
alien to that culture. 

Even Edward Said, whom Bhadra quotes 
profusely, has had his own questions 
unresolved “Can one”, he asks, “divide 
human reality, as indeed human reality 
seems to be genuinely divided, into clearly 
different cultures, histories, traditions, 
societies, even races, and survive the conse¬ 
quences humanly?” Or; ”... the real issue is 
whether indeed there can be a true represen¬ 
tation of anything, or whether any and all 
representations, because they are represen¬ 
tations, are embedded first in the language, 
and then in the culture, institutions, and the 
political ambience of the representer”. Or, 
again; “How does one represent other 
cultures? What is another culture? Is the 
notion of a distinct culture (or race, or 
religion, or civilisation) a useful one, or does 
it always get involved either in self- 
congratulation (when one discusses one's 
own) or hostility or aggression (when one 
discusses the “other”)? Do cultural, religious 
and racial differences matter more than 


Economic and Mitical Wrakly January 4-11,1992 


33 



iisekMcoaomic categories or politico- 
Wirtoricat ones?” 

Such questions do not disturb Bula 
Bluidn at all. For, she is sure Marx had an 
Meoiogical and teleological "axe to grind”, 
htaix was born in the west; so he had to 
prove—his ‘Elemental purpose” was to 
prove—the distinctive superiority of what 
been achieved by the west. Indeed, for 
Marx, the west had reached the highest stage 
of socio-hisiorical devdopmcnt with the riM 
and growth of the capitidist mode of pro- 
duction, which had duly.and “dialectically” 
transcended the ancient-western and the 
feudal economic systems. Now, to prove the 
superiority of a thing is to relate it with 
another which is to be shown as inferior. So, 
what Marx thus needed was an “other’, the 
backward orient, as a contrasting referent, 
embedded in AMP. Indeed, Marx's whole 
project was to uphold the essentialist 
dichotomy between a “dialectical", i e, pro¬ 
gressive west and a “non-dialectical;, 
i e. regressive east. 

In the hands of Marx, the social forma¬ 
tions of the east thus became—and Bhadra 
approvingly quotm here Ernest Gellner's 
near-poetic imagery—Weritable stnildbruggs, 
Incapable of genuine death as much of 
development”. And in order to derive home 
this “mindless" notion of a stagnant east, 
Marx threw away all his scholarly conscience 
and did even “swear black was white”, 
shamelessly trying to fit the “square peg” 
of AMP in the “round hole” of historical 
actuality. Bhadra then describes AMP as “an 
Aunt ^ly in Marx's schema of social 
development!' 

Thew superb metaphors apart, the key 
aigument advanced by Bhadra in lambasting 
Marx and his concept of the AMP is that 
here, in the “selection” of his data as well 
as in their reading and interpretation, Marx 
was ‘Anything but analytical, critical and ob¬ 
jective!’. Bhadra is generous enough to grant 
that elsewhere, in his analysis of the 
capitalist mode of production of the west or 
in unmasking the designs and prejudices of 
the classical economists he studied, Marx 
displayed a rare critical-sceptical sense and 
an equally tare theoretical rigour. But the 
tame person, when portraying for instance 
the historical case of India as the chief 
paradigm of AMP, rode roughshod over his 
material. Here he was both subjective and 
uncritical. Uncritical, because he did not 
cross-check tlw data he used; and subjective, 
because he suppressed the data inconvenient 
for his orientalist design. 

What kind of material did Marx then 
"suppress” specifically to suit his 
preconceived design? He suppressed, Bhadra 
asserts, those accounts^ including certain 
reports of British colonial officials and 
pnblidsu, which specifically ‘^confirmed” 
the existence of private landed property in 
pre^olonial India. And this, according to 
her, “strengthens the pre-supposition of 
Marx’s materialist Orientalism”. Fbr one 
thing, it is simply not true to say that Marx 
was uiunindiy, and did not take cognisance 
of the prevailing views and opinions about 
private osvnerahip of land in pre-colonial 


India. Right from 1853, the year in which 
he began his empirical study of the receiv¬ 
ed notion of “oriental society" (i e, India), 
he did take note of such opinions. Even 
Bhadra hersdf refers to Marx’s occasional 
mention of such views. Whether or not Marx 
endorsed such views—aitd if he did not, then 
why?—is of course another matter, a pro¬ 
blem to which I shall return later. For 
another thing, the said views and opinions 
about the presence in pre-colonial India of 
private ownership of land, having been ad¬ 
vanced also by a host of British writers and 
officials, could have been—on Bhadra’s own 
reasoning—infected by the virus of 
orientalism! 

Actually, a reconstruction of the concept 
of AMP is much more problematical than 
many of us commonly imagine it to be. As 
is well known, Marx did not build up the 
concept sufficiently. His published and un¬ 
published writings relevant to the problem, 
which we must retard as our source material 
for reconstructing the concept of AMP but 
which are of varying and unequal value, are 
by no means easy to decipher and interpret. 
No common house-rules of research in the 
discipline of the history of ideas are equal 
to the task. At the same time, it is necessary 
to keep in mind that there is no evidence that 
Marx regarded the concept of AMP as a 
dispensable frill of his overall theoretical 
problematic. Its proper reconstruction is 
hence to be made in such a way as to ensure 
a relation of coherence between the two, bet¬ 
ween the concept (AMP) and the pro¬ 
blematic to which it belongs. 

Probably a certain reluctance to grant 
Marx a little consistency of thought is at the 
back of the opening statement of a recently- 
published book on the problem, a statement 
with which Bhadra I am sure will not 
disagree, that the concept of the AMP is 
“the bastard child of historical materialism”. 
However, I do not find any reason why 1 
should imagine that such a rigorous thinker 
as Karl Marx was stupid or even inconsis¬ 
tent enough not to have realised that 
“historical materialism”, if that is the name 
given to Marx’s overall theoretical pro¬ 
blematic, has no niche in it for the concept 
of the AMP. 

Given the peculiar nature of the material 
available for reconstructing the concept of 
AMP, what is needed I believe is something 
like the methodological procMure recom¬ 
mended by Antonio Gramsci for elucidating 
the Marxian theoretical problematic and, by 
extension, its constitutive terms and concepts 
(including AMP), which were not syste¬ 
matically expounded by its founder. Brief¬ 
ly, Gramsci speaks of the need to look for 
those elements in Marx’s thought which were 
to become “permanent” and stable, calling 
for a “search for the Leitmotiv, for the 
rhythm of the thought as it develops”, which 
is much more important than “single casual 
affirmations and isolated aphorisms”. In 
other words, Gramsci is concerned with the 
“essential coherence” of the Marxian 
theoKtical problematic (described in Selec¬ 
tions/mm Prison Notebooks as “a new con¬ 
ception of the world” or the “philosophy of 


praxis), which is to be sought 

not in each individual writir^ or senes of 

writings but in the whole development of the 

multiform intdlectual work in which the 

elements of the conception are implicit. 

It may be useful here to refer briefly to 
the way Marx himself viewed his material, 
on India and the orient before and after he 
came up in 1859 with the distinguishing term 
‘Asiatic mode of production’ as an element 
of his overall theoretical problematic In the 
initial phase, Marx’s work in this respect 
consist^ of some essays written in 1853 
mainly for the New York Daily Tribune, as 
well as a few speculations thrown up in his 
private correspondence with Engels. The 
material of 1853 ate often uncritically and 
indiscriminately used for depicting Marx’s 
concept of AM PI Thus, even Edward Said 
refers to Marx’s well known articles publish¬ 
ed in the Tribune in 1853 on British rule in 
India, in which Marx is said to have con¬ 
ceptualised his notion of an ‘Asiatic 
economic system’. This is factually incorrect, 
for Marx was still far removed from the for¬ 
mulation of a distinctive “economic system” 
or a mode of production called AMP. 

In fact, his essays of 1853 represent his 
First hesitant effort to grasp the empirical 
dimension of the received notion of ‘orien¬ 
tal society’ and ‘oriental despotism’. 
Moreover, at least one of these essays—The 
British Rule in India’—was even composed, 
on Marx’s own admission, with an ex¬ 
traneous design, to discredit the American 
economist Henry Charles Car^ who was 
clamouring for the unity of manufacture 
and agriculture against the (British) cen¬ 
tralisation of industry. So, both the destruc¬ 
tion of the household unity of agriculture 
and manufacture and the centralisation of 
industry were deliberately regarded as revolu¬ 
tionary in this article. This is the famous 
article in which Marx spoke of England’s 
role as the ‘unconscious tool of history”, 
destroying India’s old society and construc¬ 
ting the elements of a new one, the former 
producing immense torment and the latter 
promising ultimate pleasure. So, Marx end¬ 
ed his essay with a quotation from Goethe's 
Westhstlicher Diwan, which sustains the 
aigument about torment producing pleasure. 
Incredibly enough, this quotation from the 
Diwan leads Edward Said, who does not 
look beyond Marx’s newspaper articles of 
1853, to say that it “identifies the sources 
of Marx’s conceptions about the Orient”. 
The conceptions are then said to be a tell¬ 
tale expression of what Said calls romantic 
orientalising! 

Actually, the material of 1853 being 
Marx’s First attempt to grapple with the 
Indian situation, not yet conceived in terms 
of a ‘mode of production’, it is but natural 
that they would conUun certain provisional 
hypotheses. In the aforementioned essay 
directed against the economist Carey, Marx 
also deliberately blew up out of ail propor¬ 
tion the so-called exdusive role of the 
tral government in providing artiFidal irriga¬ 
tion in Asiatic societies, a point never 
repeated by him, although he always spoke 
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of the importance of water management in 
such societies. It is doubtless necessary to 
identify in Marx’s work of this period as well 
as in his later material what may be called 
’partial doctrines and provisional specula¬ 
tions’, some of which he must have given up 
in tim& (Thus, to give an example at ran¬ 
dom. one of Marx’s speculations of 1853, 
that it was the Muslim rulers who had 
introduced in India the principle of “no 
property in land’’ was duly discarded by him 
once he confronted further material.) In any 
case, the status of Marx’s 1853 articles 
published in the THbune should be determin¬ 
ed with utmost caution, especially when 
Marx himself described his newspaper ar¬ 
ticles SIS journalistic “muck”; the work 
"annoyed” him and amounted to “nothing” 
in the final analysis. 

In the next phase, during 1857-58, Marx 
developed in the Grundrisse his theoretical 
construct of the pre-capitalist modes of pro¬ 
duction (including a preview of AMP) on 
a highly abstract plane, in contradistinction 
largely to the existential being of the 
capitalist mode of production of the west. 
The earlier, inherited notion of ‘oriental 
society’ was then transcended in his well 
known ‘Preface’ to~A Contribution to the 
Critique of Poiittcai Economy of 1859 to the 
distinguishing term of AMP. This new con¬ 
ception was further developed during the 
1860s, in Capital and Theories of Surplus 
Value. Throughout these phases, Marx’s 
primary c6ncern was to throw sufficient 
light on the distinctive character of capitalist 
economy; AMP and other pre-capitalist 
modes were mainly treated as contrasting 
referents to expose the specificity of 
capitalism. 

It was during the late 1870s that Marx 
began to collect material to expose the 
reproductive specificity of at least one of the 
pre-capitalist modes, the AMP. This work 
was only begun by Marx during the last 
years of his life, on the basis of an intensive 
use and highly critical reception of the 
material on the orient and on the early 
history of mankind available to him, as is 
shown by his draft letters of 1881 to Vera 
Zasulich, the work now known as Soles on 
Indian History and his critical excerpt notes 
from Morgan, Maine, Phear, laibbwk and 
others, especially Kovalevsky. Cut short by 
his death in 1883, the work remained un¬ 
finished; yet this material, especially the 
critical notes from Kovalevsky, cannot but 
be treated with utmost caution and discre¬ 
tion if we wish to use them as a vehicle for 
Marx’s views on AMP. 

While it is true, as Cramsci says, that “a 
work can never be identified with the raw 
material collected for its compilation”, most 
of the materia] is available as what has been 
called “diplomatic texts”, that is, unedited 
and “uncorrected” by a friend or disciple. 
These manuscripts teem with a senes of 
signs and symbols, exclamation- and 
question-marks, interpolations, etc, which 
signify, as it were, Marx’s shorthand views 
and bi^ed references, even unstated assump¬ 
tions. Notes made out for a thinker’s own 
home-work might not naturally explicate the 


presuppositions underlying his viewpoints. 
Thus, to cite an example at random, imhis 
notes from Kovalevsky, Marx without 
explicit explanations substituted the term 
“property” for the former’s usage “posses¬ 
sion”; why did Marx do that? I believe it is 
possible, although difficult, to decode such 
unsuted assumptions, much in the way 
C B Macphcrson did so in his study of cer- 
. tain English thinkers of the I7th century. In 
any case, given the peculiar nature of the 
material compiled by Marx during the last 
years of his life, what can be done is to draw 
out a certain minimum in Marx’s argument 
on AMP, that is, over and above those issues 
on which he was unambiguous and direct in 
his critique of the authors he studied late in 
his life. 

These methodological problems do not 
seem to have concerned Bula Bhadra at all. 
The suggestion that Marx’s critical excerpts 
from Kovalevsky can be fruitfully used in 
reconstructing the notion of AMP or at least 
in reviewing Marx’s final position on pre¬ 
colonial India has been summarily rejected 
by her simply because late Daniel Thorner 
had written; “From the materials currently 
available to us we cannot tell whether Marx 
was simply summarising Kovalevsky or 
simultaneously expressing agreement with 
him that the Indian village community had 
undergone a series of transformations”. That 
was written 25 years ago, in 1966. 

IV 

I now refer briefly to Bula Bhadra's ex¬ 
position of what she considers to have been 
the key features of the concept of AMP. In 
doing so, I shall repeat certain points 1 have 
raised elsewhere. One key feature of AMP, 
Bhadra postulates, was the absence of free 
private landed property. It is true that in 
1853, when Marx began his study of pre¬ 
colonial India, he enthusiastically endors¬ 
ed Bernier’s thesis regarding the absence of 
private property in the east. But this was still 
a provisional speculation, for Marx also 
referred at that time to the view that private 
ownership of land existed in some parts of 
pre-colonial India. This is not the place to 
enter into a detailed review of the problem, 
but it seems to me that Marx soon found 
out that the rights of ownership in India 
were enmeshed in all kinds of restrictions, 
leading to what he described in 1859 as “a 
peculiar constitution of landed property”. 
This is the reason why late in his life Marx 
did not oppose Kovalevsky’s perplexed state¬ 
ment that “in no country [was there] such 
a variety in the form of land relations as in 
India”, this variety having been the pioduct 
among others of the predominance of vary¬ 
ing local customs and practices which were 
regarded as almost sacrosanct by the legal 
commentators of India. It is no surprise 
hence that the rights of free private owner¬ 
ship remained in India largely unarticulated 
and unclarified. 

Bhadra, like some other commentators, 
accuses Marx of not reading and using cer¬ 
tain official British sources, of which the 
“most important” was Firminger’s Ftfth 


Report (1812), which could have easily pro¬ 
ved the existence of private property in land 
in pre-colonial India, “sometimes in the 
exclusive or absolute form found in 
capitalism”. As Asok Sen . has shown tong 
ago in his work on Tipu Sultan, although 
the Report finds in India those forms of pro¬ 
perty which could even be compared to the 
tenant-farming and ct^-holding titles of the 
English type, it also rm^s that these forms 
of property were in reaUty largely unclarified 
because of the various constraipts these 
forms faced in every direction. In any case, 
one must remember, as Marx showed, that 
“free private ownership of land” is “a very 
recent concept”. Actually, it is a bourgeois 
concept of property and cannot be defined 
without exposing “idl the social relations of 
bourgeois production”. With regard to the 
pre-colonial India property system which no 
one so far has described as bourgeois, one 
must also ask the two following questions: 
Why did civil law in pre-colonial India re¬ 
main undeveloped and weak? Why would 
Marx agree with Maine’s proposition that 
while Rome not merely taxed but also 
legislated, India only taxed and seldom 
made laws? 

As 1 have tried to show elsewhere, in one 
sense the entire question of the presence or 
absence of free private property in AMP 
amounts to almost a non-question, for the 
simple reason that here the appropriation of 
surplus could and did systematically take 
place irrespective of who held the formal 
title to landed property. As S P Dunn has 
forcefully argued. 

The proper question to ask is not, ‘Who 
holds format titles to the means of produc¬ 
tion?’ but rather, ‘What actual advantages 
accrue to the owner as contrasted with the 
non-owner?’. After all, a situation is 
theoretically possible in which, while the 
means of production are fornully in the 
hands of private individuals or non-state cor¬ 
porations, the state ukes all (or the lion's 
share) of the surplus product in the form of 
taxes and other dues, arid in addition can 
draft the local population for compulsory 
work on state projects. If such a situation 
existed, the social order so constituted would 
in fact differ significantly from that 
charactenstic of Greco-Roman antiquity and 
from the ordinary kind of feudalism. 

In any case, it is important to remember 
that it was not so much the abstract or for¬ 
mal rights of property as the actuiJ use of 
the land by the peasant cultivators which 
mattered, and mattered a great deal, in the 
actual process of production, especially in 
those countries of AMP, like India, in which 
virgin and waste lands were available in ploi- 
ty. After all, a peasant household family, if 
overexploited or if denied its customary right 
over its plot of land,could very well move 
out of the village and settle in a "new” area. 
Marx, like Henry Maine, found that in pre¬ 
capitalist times, speaking generally, land was 
a “drug” and was a cheap commodity; the 
real problem was not to obtain land but the 
means of cultivating it. Normally, a peasant 
family which had not left Us field un¬ 
cultivated or which had brought a piece of 
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the waste land under the plough would not 
be expropriated if it duly paid its annual 
dues. It seems to me that both Harbans 
Mukhia who describes the medieval Indian 
peasant as relatively "fiee” and Irfan Habib 
who finds the peasant an “independent pro¬ 
ducer” are correct. 

Let me now turn to and offer a few com¬ 
ments on Bula Bhadra’s depiction of another 
important feature of AMP as representing 
a social formation which consisted “only of 
numerous insular village communities”, the 
word “only” in the phrase quoted implying 
that the «>cio-economic formation of the 
AMPi according to Marx, had no non- 
agriculfural sector. These village com¬ 
munities, Bhadra says, were regarded by 
Marx as “economically self-sufficient” and 
ultimately “stagnant”. 

However, as I shall show below, it is 
simply not true to say that there was no place 
for the non-agricultural sector of commodi¬ 
ty production and exchange in Marx's 
scheme of AMP, although he did regard this 
sector to be of minor significance. For, the 
extraction of surplus did not take place as 
much in this sector as in the mainstream of 
the economy, represented by the sector of 
agricultural production at the grassroots 
village economy and its subsidiary handi¬ 
crafts industry. Indeed it was at the level of 
the village community that the two main 
strata of society—the ruling groups 
represented by those who were in control of 
tte state apparatus and their agents and of¬ 
ficials (e g, ‘sa mantas', 'iqtadars', ‘zamin- 
dars', etc, on the one side and the direct pro¬ 
ducers within the village community 
represented by the peasant household 
families on the other-met for the transfer 
of the surplus. What thus acted as the all- 
important middle-link between the ruling 
groups and peasant producers was the col¬ 
lective entity of the village community, 
represented in the form of the village coun¬ 
cil or often in the person of the village head¬ 
man, as the state’s local unit of tax collec¬ 
tion. Doubtless, for the purpose of annual 
tax-collections, it was extremely convenient 
for the state to deal with the collective entity 
of the village community or its headman in¬ 
stead of the many individual peasant 
families constituting the community. The 
state could thus extract a “larger surplus by 
exploiting the community, economically 
soltdined as it was”. 

1 now pass on to the question of "self- 
sufficiency” of the village community in 
AMP, of which Marx spoke on several oc¬ 
casions. I believe he used this notion of “self- 
sufftciency” in a structural sense, not in a 
strictly physical sense, not in the sense for 
example that a village community, which did 
not produce such an essential item as salt, 
would not try to bring salt from outside. As 
I have argued elsewhere, the so-called “self- 
sufficiency'' of the village community in the 
AMP can be explained by what Marx 
himself described as the common struauial 
feature of all the pre-capitalist economic 
systems—the direct, non-market or market- 
independent access of the peasant producers 
to their means of subsistence and means of 


production, hence their means of reproduc¬ 
tion. This is not to claim that the peaiipnt 
producers of the village community would 
never go to the market to buy and sell. But 
there was no structuralcompulsion that they 
had to go to the market to make a living and 
survive. Their direct access to their means 
of subsistence and means of production, 
based upon the household unity of cultiva¬ 
tion and handicrafts, normally ensured their 
livelihood and existence, it was they who 
within their communities prodqced most of 
the foodgrain of the country; and it was, 
again, they who also consum^ most of this 
food. 

The direct connection between the village 
producers and their means of reproduction 
was, as has been said, a common feature of 
all pre-capitalist economic systems. What 
was not common is that in contrast to the 
production processes .of the pre-capitalist 
economies of Europe in which the ruling 
groups were direct or indirect participants, 
either fully or in part, the mainstream pro¬ 
ductive process of the village communities 
in AMP was as a rule almost out of bounds 
for its ruling groups, represented by the state 
and its officials and agents. These ruling 
groups could of course add to their exactions 
by employing coercive methods, by increas¬ 
ing what Marx called absolute surplus 
labour and product. But they did not possess 
any in-built mechanism to oversee and in¬ 
fluence the concrete day-to-day management 
of the village economy. It was the village 
community or its peasant households, and 
not the faraway ruling groups, which were 
as a matter of fact in a position to deter¬ 
mine the way in which the village economy 
and/or the individual peasant household 
production would be organised. The very 
heart of the country's production process 
thus remained outside the direct or indirect 
control of the ruling groups. No wonder that 
the state in AM P had to leave the economic 
groundwork of production, the grassroots 
village economy, usually untouched. Hence, 
that is to say, the impenetrability and “self- 
sufficiency” of the village communities in 
AMP. 

Let me now turn to the question of 
“stagnation” of the village economy in 
AMP. Like many commentators, Bhadra 
claims that according to Marx, AMP stands 
for a sialic cast, in contrast the “dialectical" 
west with its structural changes from the 
ancient-western to the feudal to the capitalist 
modes of production. 1 confess I do not 
understand what the word “dialectical” 
means hete, excepting in the sense of a pro¬ 
grammed history for the privileged west. I 
have two objections to such facile theory¬ 
making. First, while it is the capitalist 
economy of the west which according to 
Marx is theyirsr mode of production to have 
opened up, out of its own economic logic, 
the socialist potentia, the possibility of its 
structural leap to a higher order of society, 
no one has bwn able so far to demonstrate 
convincingly that the ancient-wiHtern mode 
of production created the kind of economic 
forces and relations of production which led 
irresistibly to the feudal mode of production 


or that this feudal economy in like inevitable 
manner led to the capitalist mode of pro¬ 
duction in the west. All Marx’s statements 
about these two transformations appear to 
have been historical rather than logical 
statements. 

Secondly, although Marx himself was at 
least partly responsible for promoting the 
view of the AMFs unchanging character, of 
which he spoke on several occasions, his con¬ 
trasting referent in these cases was the fast- 
moving pace of change of the capitalist 
mode of production. But things looM dif¬ 
ferent whenever he contrasted AMP, a pre¬ 
capitalist economy, with the pre-capitalist 
m^es of producu'on of the west. In all these 
pre-capitalist modes including AMP, the 
major “economic aim”—*‘the main point 
here”, in Marx's own reckoning—was the 
production of use-value Production of use- 
value leaves its patina over the entire 
economic system and is not apt, to be sure 
to induce radical structural changes. That 
was why all pre-capitalist modes of produc¬ 
tion represented for Marx stable although 
not statie societies. Of them, of course the 
mode of production founded upon the 
“Asiatic” village community would hang on 
“most tenaciously and for the longest time’, 
as Marx showed. The difference however is 
only quantitative and no more. No “dialec¬ 
tical” grand design is involved here As Chris 
Wickham has put it, “the dominance of the 
feudal mode lasted well over a millennium” 
in Europe; “to allow the tributary (read 
“Asiatic”) mode two millennia or mote does 
not seem to prove that it is static in any ab¬ 
solute sense”. I may only add that in all pre¬ 
capitalist modes, for Marx, stability was the 
norm and structural change the exception; 
the latter here was not something immanent 
and would be the product of historical 
factors. 

A short comment is due hereon the com¬ 
modity production and exchange sector in 
AMP. llike the case of India. In a well 
known passage in Capital, which Bula 
Bhadra quotes but whose significance she 
fails to underline, Marx pointed out that as 
most of the things produced in the village- 
community sector, which was founded upon 
“an unalterable [i e, caste-based] division of 
labour”, were directly consumed by the 
members of the community and thus would 
not take the form of commodity, production 
here was “independent of that division of 
labour brought about, in Indian society as 
a whole, by means of the exchange of 
commodities”. 

Largely detached from the mainstream 
rural economy, this non-agricultural com¬ 
modity production sector of AMP, based 
upon an exchange-based division of labour, 
had hardly a self-reproducing life of its own. 
For, this commodity production and 
exchange sector was laigely dependent upon 
the expenditure of the ruling-class income, 
which was chiefly drawn from the agrarian 
sector as the stete's land-tax. In the hands 
of the ruling groups comprising the monarch 
and his agents and officials, the major bulk 
of this land-ux would become the country’s 
“consuming wealth and luxury”, which the 
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manuftctunm uid merchants of the urban 
commodity production sector always tried 
to tap. By its very nature, commodity pro¬ 
duction in the AMP would be usually con¬ 
fined to luxury and consumption go^ as 
well as the means of coercion which the 
ruling magnates needed very much. These 
luxury and consumption goods might have 
also entered the sphere of long distance 
trade; overland and maritime, without mak¬ 
ing a significant dent in the grassroots village 
economy. 

It cannot be argued that trade in essen¬ 
tial items like foodgrain was very significant 
in AMP. As has been said, most of the coun¬ 
try’s food was produced within the village 
communities and most of it was consumed 
directly by their members. The circulation 
of a major part of the country’s production 
of food was thus held back from entering 
even the sphere of trade and exchangtv due 
note being taken of the exchange of 
foodgrain (and some commercial crops 
when these were produced here and there) 
that was apt to take place when the ruling 
groups vranted to convert into liquid cash the 
“tent in kind” collected by them as the land 
tax. Tile need to feed the townspeople or 
even the cases in which such essential items 
as food and cloth might have been exchang¬ 
ed between widely separated regions did not 
appear to have the potential to alter the 
essentials of the economic system at the 
base. 

Bula Bhadra has lefened to several phases 
of what some historians call “urbanisation” 
in ancient and early medieval India and has 
taken Marx to task for ignoring the growth 
of a number of urban centres. But it has not 
been sufricioitly demonstrated how the said 
urban centres lived on their own indepen¬ 
dent, distinctive urban-economic infrastruc¬ 
ture; in most cases the towns and cities of 
prc<oloniai India were artificial super- 
impositions upon the mainstream rural 
economy, living off the fat of the agrarian 
surplus, ind.-fd, for Marx, there was no great 
divide between the urban and the rural, the 
reason why he described Indian cities as 
representing an “indifferent unity of town 
and countryside”. For him, the “Asiatic” 
cities were merely redistributive and ad¬ 
ministrative locations or else centres of 
external trade. Neither the revenues 
redistributed in the so-called magnificent 
towns and cities in pre-colonial India nor the 
mercantile wealth accumulated in what 
Marx called “commercial cities” of Asia 
were related to the process of production and 
where hence largely unable to affect the 
mainstream village economy. As Marx 
claimed, urbanisation in the strict sense of 
the term was weakly developed in the AMP. 

Marx might have und^nestimated, as Irfan 
Habib claims, the role of commodity pro¬ 
duction and circulation as well as the extent 
of monetisation in pre-colonial India, 
especially in comparison with the situation 
in medieval-feudal Europe. As Habib also 
points out. what Marx found “in many 
Roman latifundia, or upon the villas of 
Charlemagne, or more or less during the en¬ 
tire middle ages” in Europe was that not the 
entire bulk of the rural surplus but “only a 


relatively small portion of that part of the 
product which represents the landlord’s 
revenue'’ entered the process of circulation. 
In contrast, what according to Marx arose 
in the extra-village sector of pre-colonial 
Indian society a wholes was an elaborate 
edifice of commodity production and cir^- 
culation in which not a small part but almost 
the entire surplus drawn from the village 
communities as tax/rent would be turned 
into commodity. On Marx’s own r^koning, 
then, commodity circulation in In^a might 
have reached a much greater height, in quan¬ 
titative terms, than that in pre-capitalist 
Europa And yet manufacture and trade, in 
spite of their occasional quantitative expan¬ 
sion. remained here more or less confined 
to the sphere of circulation and consump¬ 
tion, unable to enter in a big way the sphere 
of production in the depths. 

l^r neither the ruling-dass income drawn 
chiefly as the land-tax from the surplus of 
the village communities nor the profits of 
the manufacturers, merchants and usurers 
usually derived from the same ruling-class 
income could be normally directed towards 
the agricultural and rural-industrial produc¬ 
tion sector for more and better output. As 
has been shown, the mainstream agrarian 
economy of AMP remained almost an ex¬ 
clusive business of the peasant producers of 
the village communities and was out of 
bounds for both the ruliiig groups and the 
manufacturers/traders. The latter were not 
in a position to disrupt or undermine the 
direct and non-market connection of the 
peasant producers with their means of 
reproduction. Nor were they in a position, 
objectively speaking, to try to develop the 
production potential of the economy by way 
of increasing what Marx called relative 
surplus product/labour via continuous in¬ 
novation in the forces of production and the 
plough-back of wealth in the productive pro¬ 
cess. Herein probably lies one major 
explanation of the historical problem that 
has baffled many of our present-day 
historians of India—the problem of why in 
pre-colonial India the plentiful growth of 
various “antediluvian” forms of capital and 
wage-labour failed to make a breakthrough 
in the inner depths of the economy. 

Contrary to much popular belief and to 
what Bula Bhadra claims, the emergence of 
the state in AMP for Marx had no mysti¬ 
que about it, hydraulic or otherwise Indeed, 
there is no acceptable warrant in the 
Marxian argument on AMP for postulating 
in the manner- of Karl Wittfogel an all- 
pervading “oriental despotism” founded 
upon its agro-manaierial function. 

In his critical review of Kovalevsky’s story 
on the emergence of political society and the 
state in India, Marx agreed that it was simply 
an evolutionary development from a state of 
affairs which probably witnessed the rise of 
supra-lotol tribal heads and the growth of 
chiefships. Given the presupposed growth of 
the material-economic hegemony of the 
chiefs, the eventual transformation of the 
chief of the community into the head of the 
people (sovereign) was no mere hap¬ 
penstance. The process might have varied 
from region to region and time to time; tt 


might have developed through several in¬ 
termediate positions as well. In the case of 
India, however, much before the time to 
which VhJnavalka and Natytda referred, the 
power of the chiefs had grown so much 
mainly due to their growing pre-eminence 
in the wealth relations that their transfor¬ 
mation into the heads (sovereign) of the 
people was no longer anathema. 1110 $ was 
set up “the juridical fiction according to 
which the head of the people if not ^fac¬ 
to then de Jure is the highest proprietor of 
the entire territory occupied by the people'’. 
This doubtless amounted to the fairly 
widespread juridical conception of 
dominium eminens.. 

As is now well known, Marx rejected in 
no uncertain terms Kovalevsky’s description 
of the Mughal state as “feudal” because the 
appropriation of surplus from the villages 
did not ukc the form of land-rent extracted 
by landlord rights. It took the form of land- 
tax extracted by the state’s agents and of¬ 
ficials, represented by the samanta network 
in ancient India and the iktadar-zamindar 
network in medieval India. For the several 
kinds of service they rendered, these agents 
and officials were given conditional estates 
in lieu of service pay. Even when these estates 
were not assign^ from the domanial pro¬ 
perties and waste lands, the original peasant 
settlers of the locality would generally con¬ 
tinue to enjoy their previous rights, whether 
private or commund. The grants of land to 
the religious domain was of course another 
matter, necessitated by the purposes of 
legitimation of the temporal domain. Like 
the medieval governments granting 'waqf 
properties to religious and welfare institu¬ 
tions, the rajas of ancient India had, “for 
centuries” and “not infrequently”, granted 
to “one or another temple hundreds or 
thousands of new villages (settlements^)”. 

Marx was aware, though, that during the 
periods when the central government was in 
weak hands, as it often vras, the officials and 
agents of the state who held conditional 
holdings in lieu of service pay would try to 
usurp these holdings. And this, despite the 
fact that there were very few juridical charges 
in land relations. So, these usurpations were, 
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Marx observed, ‘*partiy foieed" and “partly 
evoked by the nature of things’*. 

However, despite Marx’s awareness of the 
existence here and there in pre-colonial India 
of the economic modes of surplus extrac¬ 
tion in the form of rent by means of the de 
facto exercise of landlord rights, Marx 
arrived at the position that throughout the 
history of pre-colonial India taxes from the 
land drawn by the state with the help of iu 
service officials and agents amounted to “a 
prodigious share” of the country’s agrarian 
surplus. If that was so, the state was then 
receiving what in other circumstances would 
have been drawn by the landlords as rent. 
Naturally Marx observed that in India the 
state was both the landowner and the 
land/onf, and its iand-rax was land-nrn/. 
Hence Marx’s recognition of the “juridical 
fiction” of the state’s proprietorship of the 
land “concentrated on a national s^e” in 
pre-colonial India and its appropriation of 
the major bulk of the agrarian surplus 
drawn in the form of tax/rent by the sure’s 
service officials and agents! 

Theoretically, then, the sute in India was 
some kind of a service sute, under which 
various functional groups, moulded by the 
kind of services they rendered, constituted 
along with the king and his entourage the 
ruling strau of the country; and it was they 
who appropriated the lion’s share of the 
social surplus. These ruling groups included 
the holders of “benefices” and other 
magnates who had to render military service 
to the government as well as other officials 
and holders of esutes who had to collect 
taxes and other dues and maintain peace in 
the districts assigned to them. In such a ser¬ 
vice sute of AMP, as Marian Sawer well 
puls it, “whether or not the functional elite... 
succeeded in converting their esutes into un¬ 
conditional holdings, they remained a class 
dependent on the favour of the state and 
moulded by this dependence”. In other 
words, the government-named ruling elites 
“owned” their conditional holdings in 
precarium, the holdings that they received 
in lieu of service pay. 

On the other hand, it must be kept in 
mind that as the sute had no direct and 
institutional control over the management 
of the peasant household production within 
the village communities, the only way it 
could extract the surplus from the direct pro¬ 
ducers was by means political power, by 
force, not merely physit^ force, which was 
important of course, but also by the force 
of tradition and custom. The appropriated 
surplus susuined a whole set of officials, 
functionaries and intermediaries of the ser¬ 
vice sute, without whose co-operation the 
agrarian surplus could not have been 
extracted. There always remained thus a 
distinct possibility of some sporadic usur¬ 
pation of the rights of appropriation of the 
sure’s land-tax and its transformation into 
feudal-like rent by its mighty officials and 
agents via their claims of prescriptive rights 
over the esutes assigned to them for 
tax-c<dlection. 

Without a sturdy class-base in civil 
society, the “over-developed” sute of AMP 


could not have represented a gruesome 
“oriental despotism” of the type made 
populu by European liberal thought. It 
represented on the contrary what Marx 
described as “a fluid Asiatic despotism”, 
much more fluid than the inherit^ image 
of an arbitrary and absolute monarchy. 
Indeed, it seems that for him the sute’s 
“despotism” in AMP consisted of its 
“nithlessness” in wringing the annual tax 
from the peasant producers, “frequently by 
means of torture”, and nothing much 
besides. Once the annual tax-collection had 
been made, the mighty sUte of AMP func¬ 
tioned and moved in an essentially soft, even 
unconcerned, style As Irfan Habib has also 
argued, the so-called “oriental despotism” 
for Marx was no more gruesome than a mere 
“rent-receiving sovereignty”. Marx himself 
spoke of the generally non-interventionist 
style of functioning of the oriental sute Its 
primary interest being tax-uking, the sUte 
in AMP would normally leave the numerous 
village communities to their tiny world of 
freedom, once the annual tax had been 
wrung from them. 


Finally, a word about Bula Bhadra’s so- 
called empirical demonstration of how India 
had gone feudal between the 4th and 13th 
centuries, the process of feudalisation hav¬ 
ing commenced after the demise of the 
metropolitan Mauryan sUte, during the late 
2nd century. She dr^ her support from the 
work of those Indian historians who 
subscribe to this “feudal-India” thesis on the 
basis of an implicit argument that the 
developments that took place in western 
Europe after the breakdowm of the ancient 
mode of production leading to feudalism 
there could be seen in India as well. Thus 
the emergence in India of almost all the 
components which made up the feudal for¬ 
mation in Europe—serfdom or something 
close to it. forced labour, manor, self- 
sufFicient villages, decline of trade and 
urbanisation, and of course foreign inva¬ 
sions. Here is thus a lamentable lack of con¬ 
ceptual rigour: and what should have been 
the major concern of the Indian feudalists— 
the task to unmask the specific mechanism 
of surplus appropriation in a mode of pro¬ 
duction, which would distinguish one mode 
from anothei—is replaced by the concern to 
identify the surface indices of a feudal 
economy. 

Moreover, some of the so-called “feudal” 
elements mentioned above are not unique to 
the feudal mode of production. Forced 
labour for instance was common to ail pre¬ 
capitalist economies and were subsumed 
under what Marx called the ruling-class at¬ 
tempt to increase absolute surplus 
labour/product. Again, the notion of self- 
sufficient villages would be relevant to all- 
pre-capitalist societies. In such societies you 
woul^ also come across what Marx called 
the “antediluvian forms” of capital and 
wage-labour—trade, manufacture, hired 
labour, etc The point is to find out whether 
these forms could really affect the 


mainstream agricultural economy of a pre¬ 
capitalist mode of production. Harbans 
Mukhia has been taken to task, even by Bula 
Bhadra, for arguing against the Indian 
feudalists that what predominated in pre- 
colonial India was a kind of “free peasant 
production”. Doubtless, such free peasant 
production in India had to function under 
several constraints: but what critics of 
Mukhia have failed to grasp is what Marx 
himself had said, that the principle of nuHe 
terresans maitrv, “no land without a lord”, 
never prevailed in India, where land—if it 
was alienable—could be made over to 
anyone. But this was unthinkable in 
Romano-Germanic feudalism (cf Maurer). 
There you found a certain “poetry of the 
soil” [Bodenpoesie] which made the land too 
exclusive and too “noble” to be alienated to 
the common people who worked it. 

A pity that Bhadra does not meet the 
arguments of B D Chattopadhyaya with 
regard to the so-called emergence of 
feudalism on the ruins of the centralised 
bureaucratic polity of the Mauryas. First, 
there would be then a chronological gap of 
seven or eight centuries between the demise 
of the Mauryan state and the crystallisation 
of feudal polity. Moreover, the breakdown 
of the Mauryan state did not create a 
political or economic crisis, while the 
ongoing process of the transition from pre¬ 
state to Slate societies continued in various 
localities in India. In the absence of a struc¬ 
tural crisis, then, the so-called emergence of- 
feudalism would seem to be a product of ad¬ 
ministrative measures only, when the pre- 
feudal political authorities were said to have 
assigned grants of landed estates with their 
revenue and administrative rights to the 
temples and the samanta-feudatory network. 
Thus, as Chattopadhyaya says, “feudal poli¬ 
ty arises because pre-feudal polity decides, 
to use an all-too-familiar expression, to 
preside over the liquidation of its own 
power”. This is a highly entertaining argu¬ 
ment, which can make some sense only if 
it can be shown that the pre-feudal 
authorities were forced to do whatever they 
did in the face of a really structural crisis. 
Hence the recent attempt by Indian 
feudalists to supply a “crisis” depicted by 
the Brahmanical notion of kafiyuga. While 
the historicity of the notion is highly 
dubious, the “crisis” of the katiyuga, 
assignable to the third-fourth, eighth or 
tenth centuries, was in any case chrono¬ 
logically far removed from the Mauryan 
times. 

The curious notion of a “land-grant 
economy” providing the causal background 
to the emergence of the feudal mode of pro¬ 
duction in India has to meet several objec¬ 
tions. For one thing, the early land-grants 
were related in mosLcases to bmhmadeyas 
and devadanas. that is to say, to the priestly 
pack. This would naturally imply the at¬ 
tempts made by the temporal authority to 
seek legitimatioii from the religious domain. 
For another thifig, epigraphic evidence for 
other secular land-grants shows that they 
post-dated the genesis of feudalism. They 
thus could not have generated the feudal 
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polity. These were "raore «n evidence of 
shwiiig of tineage patrimonial boUing” than 
anything else Moreover, when viewed in 
terms of the total territory commanded by 
a state such grants of landed estates would 
not probably constitute more than an in¬ 
significant proportion. The much-vaunted 
but curious notion of a “land-grant 
economy” as the eminent cause of feudalism 
in India represents more of an exception 
than a rule 

Again, by their very nature the assign¬ 
ments of landed property with their revenue 
income in place of cash remuneration, in 
return for a service to be rendered to the 
state do not necessarily signify a feudal rela¬ 
tionship unless the assignees turn their 
holdings into full-scale private property, 
draw rent from them and cease to render to 
the state such service as was the object of 
the original grant of land. On the other 
hand, what some Indian historians call “ser¬ 
vice assignments” may well be a hallmark 
of AMP, as 1 have explained earlier. 

It is now more or less agreed that a social 
formation may exhibit'in concrete reality 
several different economic forms of produc¬ 
tion, some of which may not be ideally com¬ 
patible with the mode of production 
predominant in that society. In ancient and 
medieval India there would naturally exist 
several different economic forms of produc¬ 
tion including possibly feudal-type forms 
and relationships in this or that locality. 
Unable to mould the predominant mode of 
production in that society, these forms 
themselves would however be moulded by 
the demands of the dominant mode of pro¬ 
duction in India. Here there might have been 
then occasional overlaps of the two forms 
of surplus extraction (rent and tax), the 
lordly rent-extraction (distinctive of a feudal 
economy) never overdetermining the situa¬ 
tion however. But. then, it is always easy and 
often tempting for us to go for a few strange 
tree.s and lose sight of the entire wood. 

VI 

This is just a point of information. Late 
in his life, when Marx was taking critical ex¬ 
cerpt notes from several European authors 
and officials writing on India and Asia, he 
was fully aware not merely of their cultural 
boundedness but also of their colonialist and 
orientalist designs. As these notes were com¬ 
piled for his own homework, Marx could 
fully speak out his mind here and avoid all 
euphemisms tlfat a published work might 
call for. So in describing in his manuscript 
notes these European observers and colonial 
officials including especially the cadastre 
commissioners, he wsCs using a number of 
choicest epithets—not merely such designa¬ 
tions as “lousy orientalists” (which I men¬ 
tioned earlier), but also such tell-tale epithets 
as “the asinus”, “this ass" “blockheads”, 
“these civilised asses , “blockhead John 
Bull”, “English blockhead judges”, “rt^ues 
and asses". "English dogs", "English 
ofRbials—dogs”, "English donkey", et al. So 
much, then, for Marx’s so-called 
orientalising! 
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SPEaAL ABTKXES 

New Economic Policies: A Historical 

Perspective 

1 G Patel 

While the main thrust of the New Economic Policy is no douot sound, so great has been the excitement about 
the new policies and the cloud of controversy surrounding them that there is great danger of our losing our sense 
of a proper historical perspective. Are all the new policies, for example, all that new? Is there nothing in our 
past behaviour and belief that is still relevant in the economic sphere? Do we need indeed to discard our entire . 
mental baggage? What is the rationale of the New Economic Policy and what are the assumptions underlying ■ 
its superiority? And what are the prospects that reality will match the rhetoric or the theoretical rationale? 


FOR an economist in India today, it is 
almost obligatory to come clean on where 
he or she stands in relation to the Grand 
Debate on New Economic Policy. Undoub¬ 
tedly, economic policy in India has taken 2 
shaip turn in recent months; and let me say 
at the outset that I consider the main thrust 
of these policies to be sound. Indeed, 1 feel 
certain that we will have to travel much 
further on the same road if these policies are 
to yield their full beneficial results. But so 
great is the ndtement about the new policies 
and the cloud of controversy surrounding 
them that there is great danger of our losing 
our sense of a proper histuncal perspective 
Are all the ne« policies, lor example, all that 
new? Is there nothing in our past behaviour 
and belief that is still relevant in the 
economic sphere? Do we need indeed to 
discard our entire mental baggage? What is 
the rationale for the new economic policy 
and what are the assumptions underlying its 
superiority? And what are the prospects that 
reality will match the rhetoric or the 
theoretical rationale? 

A New Orthodoxy? 

To begin with, we need to remind 
ourselves that while some of the policies in 
question are ‘new’ insofar as their imple¬ 
mentation in India is concerned, they are in 
fact conventional wisdom now for some time 
as far as both academic opinion and the 
sanction of actual practice around the world 
are concerned. Even leftist academic opinion 
in India is iargelv in agreement with much 
of the rationale for the new economic 
policies. The differences are more about 
details and about what is sufficient rather 
than about what is necessary. Indeed, so 
great is the area of agreement that the new 
economic policies themselves are in danger 
of becoming a new ideology or orthodoxy— 
and surely, that is the time to watch out, to 
look mote closely at things and options, and 
not to dismiss all dissent out of court and 
talk at each other rather angrily and with 
disdain which seems, alas, to be the current 
fashion in our country. 

For someone tike-myself who has been 
around now for nearly four decades of 
policies and planning in India, it is difficult 
to avoid a sense of nostalgia and regret- 


nostalgia, because one misses the kind of 
intellectual excitement and open-minded 
give-and-take of, say, the second plan days; 
and regret that there is a tendency to exag¬ 
gerate and harp on differences precisely 
when agreement and consensus are most 
vitally needed. The real obstacle to a much 
brighter economic future for our country is 
political infirmity or the lack of will and 
power to do what needs to be done; and we, 
academics and experts with varying creden¬ 
tials, often provide excuses for this infirmi¬ 
ty by exaggerating the differences among us. 

I am not, of course, suggesting that 
legitimate differences cannot arise. Agree¬ 
ment on broad policies is one thing. But it 
is quite another matter to agree on their day- 
to-day implementation in detail. There are 
legitimate questions of a proper mix and 
sequencing of different policies. It does not 
make sense to liberalise imports, for 
example, before bringing the fiscal situation 
into better balance. Nor can we lower im¬ 
port duties despite devaluation and the 
additional cost of the premium on export- 
scrips unless we are in a position to finance 
a much larger stream of imports in real 
terms. The alternative of raising other taxes 
needs to be tapped in any case and has 
obvious economic limits, lb take another 
example, to admit foreign investment freely 
in an area where there are no strong domestic 
competitors and where there is little pos¬ 
sibility of exports or of liberal imports is to 
hand over a lucrative and protected domestic 
market to foreign investors. But sequencing 
in policy-making, it has to be remembered, 
is not like arranging compartments in a 
train, it makes scn.se at times to ride several 
coaches on the same track of time. Policies 
can reinforce as well as neutralise each other. 

These questions of sequencing and a 
proper mix are most complicated and require 
a very high degree of statistical or quan¬ 
titative sophistication. Such expertise, I am 
afraio, does not exist to the extent required 
in government departments, so that assis¬ 
tance or criticism from outside becomes a 
necessary safeguard. In the absence of con¬ 
siderably greater quantitative competence of 
our own, we are bound to have to accept the 
judgment of the experts from the Fund or 
the Bank in designing our detailed pro¬ 
gramme- and it is here rather than in the 


adoption of intrinsically wrong policies that 
the danger of excessive or unwarranted 
subservience to international institutions 
lies. 

Differences can also arise because objec¬ 
tives are many and there are limits to what 
may be feasible at any given time so that 
compromises are inevitable in real life. No 
responsible government can ram things 
through like a bull in a China shop—and 
there could be scope for differences in 
judgment here about what is and wluu is not 
feasible. But the new economic policies, in 
their core, have a certain rationale and are 
based on certain assumptions. What is done 
in the short run must, therefore, be con¬ 
sistent with what we expect to happen in the 
medium or long term; and here again, 
judgments can differ as to facts or probable 
consequences. But that makes it all the more 
necessary that decisions and their underlying 
rationale are made transparent and that 
there is willingness for continued dialogue 
with all well-informed opinion. 

How New is New? 

Ihke first the question; how much is really 
new about the new economic policies and 
how much of the old needs to be re¬ 
emphasised and indeed better implemented? 
I find it convenient to define the realm of 
economics relevant for countries like India 
into four inter-related but somewhat distinct 
parts. Conventional economics speaks 
generally of only macro-economics and 
micro-economics. Micro-economics is con¬ 
cerned with the most efficient use of a given 
set of resources when they are more or less 
fully employed, and macro-economics with 
changes in output, employment and prices 
in the short run, i e, within the framework 
of a given set of tastes, technology and 
resources. But economists in developing 
countries have insisted on adding two 
separate floors to this ediTice: first, the 
economics of development or growth which 
is concerned with increasing the supply of 
factors that make for growth and with 
removing structural and other constraints to 
growth by specific action as necessary; and 
second, the economics of distribution which 
takes some degree of equality in distribution 
as desirable but by no means automatically 
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attbred in the process of development. Both 
these aspects more germane to developing 
coontries require state action or intervention 
and cannot be assumed to be uken care of 
merely by sound macro- and micro- 
economic policies 85 commonly understood. 

Can we really say that this approach was 
not sound, that there is no siich thing as 
economics of development or economics of 
ttisuibution? To raise this question is not just 
to indulge in semantics or in contrived con¬ 
troversies. Learned books have been written 
to show that there is no such thing as 
economics of development; and those who 
advocated—I think rightly—a greater 
recognition of the importance of market 
forces are now emboldened to oppose all 
action to interfere with distribution, in¬ 
cluding intervention through an income-tax. 
One docs not need to be reminded of 
Margaret Thatcher's famous dictupi—there 
is no such thing as society. The individual 
and the nuuket are apparently all that matter 
in Cod’s vast creation! 

The irony is that those who denigrate the 
economics of development swear by supply- 
side economics and bemoan demand- 
management as their bete noire. But the 
essence of developmental economics is the 
same as that of supply-side economics: sup¬ 
plies of factors of pr^uaion are not given 
but are amenable to influence by economic 
policies. 

We in India cannot afford to forget that 
there are supply-side bottlenecks which have 
to be removed by conscious long-term action 
as resources cannot be shifted around at will 
from one use to another without cost and 
simply in response to market signals. This 
lack of flexibility in the deployment of 
resources and the consequent need for 
strengthening the economic and institutional 
structure is one of the main factors that 
distinguishes a developing from a developed 
country even though the differences, even 
here, are more of degree than of kind. 

What are these constraints or bottlenecks 
to growth that need special attention? They 
are, of course, many and we all know a great 
deal about them. Savings is one, and our 
record in increasing the rate of savings in 
India is a good one. But would this perfor¬ 
mance have bekn possible without the 
establishment of the Unit Ihist, for example, 
or without the nationalisation of banks? 
Ibday, we may need other things to increase 
and even sustain our rate of savings such as 
competition from private unit trusts and a 
mote service-orient^ and competitive bank¬ 
ing structure. But it will not come about 
automatically. 

Wp have also always understood that the 
supply of wage-goods—which in our case is 
bas^ largely on the performance of 
agriculture—can be another bottleneck so 
that long-term irrigation and other facilities 
and supply incentives for agriculture have 
to be created; and this cannot be done 
without some governmental action and plan¬ 
ning. Can we really dispense with the infra¬ 
structure of research, extension, irrigation 
and price support for agriculturid products 
that has yielded such excellent results? This 


structure too needs some reform—but not 
neglect. Much the same is true of the bottle¬ 
necks in economic infrastructure—i e, 
transport or energy and certainly of the 
development of human resources where we 
have been perhaps more glamorous than 
practical. A^n, reform even here is relevant. 
But we cannot ignore public responsibility 
and the need for long-term planning in any 
of these spheres. 

Even the much-abused Mahalanobis em¬ 
phasis on capital goods drew attention to 
one important obstacle to growth which 
sooner or later has to be reduced. All this 
emphasis on obstacles to be removed by 
specific action sounds like an assumption of 
a closed economy—and to some extent, we 
have been guilty of export-pessimism and 
still are. But we have never been unaware of 
the foreign exchange constraint. Indeed, we 
wholeheartedly accepted the two-gap 
approach-perhaps too anxiously and readi¬ 
ly in rationalising the reliance on foreign aid 
and not assiduously enough in improving 
our own potential for self-reliance We cer¬ 
tainly overplayed the import substitution 
card. But all this does not invalidate the 
essential truth that existing resources cannot 
be readily converted into foreign exchange 
simply by fiscal restraint or a sound 
exchange-rate policy. Foreign exchange 
viability requires much more than an ap¬ 
propriate exchange rate and a balanced 
macro-economic framework. 

As far as lessons to be learnt from past 
discussions on development priorities and 
strategies is concerned then, there is much 
of value in our own past experience: and we 
need not throw the baby out with the bath¬ 
water in our excitement about the new in 
economic thinking. We will still need 
sizeable public expenditure and careful 
multi-year planning of it for a long time to 
come and we should be wary of any talk of 
rolling back the frontiers of the state. We 
need regrouping and better planning of 
public action, not any wholesale retreat from 
it. We need reform of our approach to public 
action—not a retrenchment of it. 

Regarding distribution also, while our 
approach and performance here have been 
much flawed, there are areas of our ex¬ 
perience such as the employment guarantee 
schemes and drought relief works and 
special programmes for disadvantaged 
classes which have long-term relevance. A 
society as divided and unequal as ours 
simply cannot afford to regard distribution 
merely as an offshoot of development. 
Development has to have an accent and a 
durable one at that on increasing the pro¬ 
ductivity of all classes of society, and 
particularly of the poorest. 

Macro-Economic Management 

In emphasising the continued relevance of 
developmental strategies and distributional 
concerns, 1 am not of course suggesting that 
what is traditionally known as micro¬ 
economics or efficient use of available 
resources is not important. Much less am I 
suggesting that macro-economic balance or 


financial stability and viability—or control 
of inflation and deflation—are not impor¬ 
tant. Indeed, as far as macro-economic 
management is concerned, our understan¬ 
ding of the issues at stake and of the pro¬ 
cesses involved has always been sound. Even 
our performance till recently has compared 
favourably with that of most other develop¬ 
ing countries. The margin of social and 
political tolerance for inflation in India has 
always been small; and while inflationary 
pressures have arisen on a number of occa¬ 
sions, they have been reined in pretty soon 
and by and large effectively. We only have 
to remember our response to the Chinese 
war, the famines of the mid-60s, the 
Bangladesh war, and the two oil-shocks of 
1974 and 1979 to realise that ours has been 
a very different story from that of most 
developing countries. 

For more than two decades now, our 
management of the exchange rate has also 
been sound. So has our understanding of the 
inflationary and deflatiotuuy processes. The 
Report of the Bernstein Mission from the 
International Monetary Fund, which came 
to India in 1953, contains much of the 
wisdom on this subject that is still relevant; 
and this wisdom has seldom been challenged 
in India. 

Inflation is essentially the result of a 
struggle between different sections of the 
community for a larger share in the iMtional 
cake than what others are prepared to sur¬ 
render; and its outward manifestation 
generally is an excessive supply of money. 
Too much attention to the medium—that is 
money supply—can divert attention from the 
underlying forces; and hence concepts like 
budgetary deficits, however defined and 
however important, should be used with care 
and not as simple or single yardsticks. 

It is true that we have generally emphasis¬ 
ed the monetary definition of a dendt. But 
here again, the iron law of never having 
revenue deficits and, if possible, having a 
revenue surplus has long been appreciated; 
and the importance of government savings 
not overlooked. The new concept of a fiscal 
deficit or public sector borrowing re¬ 
quirements may have its own uses. But as 
a single indicator, it has its own limitations; 
and I for one think that a revenue deficit or 
surplus—corrected, if you like, by incor¬ 
porating the accounts of the public 
enterprises—is perhaps the most crucial in¬ 
dicator if we need to look at a single in¬ 
dicator. But here again, we have to remember 
that not all capital expenditures are produc¬ 
tive or revenue expenditures unproductive; 
and if improvement in balance of paymenu 
is crucial, we may have to operate particular¬ 
ly on import-intensive expoidituies whether 
on the revenue or on the capital account. No 
single indicator can thus replace detailed 
analysis. But, by and large, the distinction 
between revenue and capital corresponds to 
future earning potentiaJ and has therefore 
relevance to the sustainability of any given 
fiscal sute of affairs. 

Our failure in macro-economk manage¬ 
ment has been that often we have taken a 
mechanistic or arithmetical view of lediic- 
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ing the budget deficit without regard to 
possible consequences on private savings or 
investment or on administered and other 
prices and, as such, on the deficit itself in 
the next round. A certain amount of 
tokenism has also entered into fiscal policy 
with the government anxious to strike but 
afraid of wounding anyone so that it ends 
up by punishing and placating different 
sections of the society in turn. The result is 
that nothing is achieved except another 
upward twist to cost-push inflation. Of late, 
unbridled populism in trying to achieve 
everything and please everyone has also 
taken its toll. 

Roors OF Present Crisis 

If the present crisis is the greatest we have 
faced since independence, it is for no 
underlying economic factor which is more 
adverse now than what we have had to con¬ 
tend with in the past several decades. It is 
because successive governments in the 1980s 
chose to abdicate their responsibility to the 
nation for the sake of short-term partisan 
political gains and indeed out of sheer 
political cynicism. 

The only reason for not drawing fully 
upon the very generous assistance obtained 
from the IMF in 1981 in the wake of the 
second oil crisis was to escape from the 
discipline of the IMF. That very substantial 
assistance of five billion SDRs had very little 
by way of conditionality apart from normal 
financial prudence including a restraint on 
subsidies. But if we want to placate voters 
and not change fertiliser prices for 10 years, 
we have to pretend that we are strong enough 
to do without Fund assistance already 
negotiated. 

With the new wave of ushering in the 2lst 
century, we had a series of financial 
excesses—large increases in defence expen¬ 
ditures, unbridled growth of subsidies, a 
quantum jump in public salaries and indeed 
a philosophy stated in so many words that 
money did not matter It was already clear 
by 1986 that we were in an internal debt trap 
which would soon engulf us in an external 
debt trap. Rather than take any remedial 
action, we went merrily along, borrowing 
more and more at home and on shorter and 
shorter terms abroad. The climate for 
ofHcial and concessional capital had turned 
irretrievably adverse for many years. But our 
response to that was not to strive harder for 
self-reliance but to increase the amount as 
well as the proportion of short-term debt in 
our total external indebtedness. 

Borrowing short-term is like inviting sud¬ 
den death—with the slightest adveise turn 
in confidence, these loans will not be 
renewed and we will be faced immediately 
with a liquidity crisis. Yet nothing was done 
to take corrective action or to buy time for 
such action and create confidence, for 
example, by going to the IMF. This was 
obviously politically inconvenient in 1988 
and 1989 when winning elections was the 
only concern. The new government of V P 
Singh could not be unaware of the writing 
on the wall. But it preferred to add its own 


fuel to the fire a la loan waivers and the red- 
herring of reservations, it was left to the 
feckless Chandra Shekhar government to 
start serious negotiations with the Fund 
when it was almost too late. 

You do not inspire confidence abroad 
when the largest party in parliament 
abdicates its responsibility to rule or demand 
new elections but adopts the cynical course 
of riding on the shoulders of a small minori¬ 
ty which commands little support and even 
less respect. Considering that, the Chandra 
Shekhar government began to behave more 
responsibly than most people had expected. 
But the rug was pulled from under its feet 
when it was not allowed to present a budget 
which, I am sure, was di.scussed with the 
Fund and contained at least some features 
of sensible adjustment. It is no secret that 
IMF assistance was widely assumed to be 
forthcoming as soon as the budget was pas¬ 
sed by the Chandra Shekhar governmeni 
But our political masters willed otherwise. 

Is it any wonder then that our credit-rating 
was pulled down, external funds were 
withdrawn and the new government found 
itself in the unenviable position of not know¬ 
ing whether they will be able to honour our 
obligations from day to day and week to 
week? 

Yes, bad economic policies were respon¬ 
sible to some extent for the crisis and many 
aspects of the old economic regime needed 
to be changed drastically. But bad micro- 
economic policies may produce low growth; 
they do not necessarily lead to bankruptcy. 
Wc mismanaged macro-economically in the 
1980s and compounded ihe error by 
liberalising imports before restoring a bet¬ 
ter fiscal and monetary balance But this was 
not because wc did not know better. It was 
simply because of political cynicism and 
worse; and none of Ihe leadership of the 
time is in a position to ca.st the first stone. 
Unless we draw the right political lessons 
from our recent experience, all commotion 
and controversies on the economic front will 
be of little avail. All was certainly not well 
with economic policies—particularly in the 
micro-economic sphere. But even this needs 
to be seen in a proper historical perspective. 

Neglect of Efi icifncy 

I think it is fair to say that in our anxiety 
to increase Ihe supply of factors of produc¬ 
tion and reduce the constraints on growth 
and out of excessive /.eal for distributional 
justice, we have often overlooked the impor¬ 
tance of efficient use of existing resources. 
After all, in a basic sense, all resources for 
the future originate in resources already with 
us—except those we borrow which must 
reduce future flows at some stage. It follows, 
therefore, that existing resources efficiently 
employed is a very important source of 
growth. One can have many definitions of 
efficiency, but there can be no doubt that 
there is such a thing as an efficient and pro¬ 
ductive use of resources—the kind of use 
that generates the maximum growth- 
potential for I'he future. Efficiency, of course, 
IS a dynamic concept and its best promoters, 


apart from entrepreneurship, skills and 
capital, are good information, competition 
with a level-playing Field, transparency, 
relative stability in policies and im¬ 
provements in technology. Once again, ef¬ 
ficiency transcends the domain of micro¬ 
economics as narrowly and traditionally 
conceived, and requires something more 
than competitive markets. Where then have 
we gone wrong in regard to economic 
policies? 

Briefly, we have underestimated the role 
of markets, incentives and private initiative 
and relied excessively on the state in the 
sphere of investment and production. Even 
when intervention is understandable and 
desirable, it has almost invariably taken the 
shape of direct controls, licensing, prohibi¬ 
tion and the like rather than of market- 
friendly fiscal rewards and punishments. 
Initially perhaps, the role of the government 
was emphasised in the understandable belief 
that, by definition, the state is mote 
knowledgeable and objective and that 
markets are often rigged and imperfect and 
private’behaviour restrictive and short¬ 
sighted. We know now that markets are often 
better informed, that markets embody 
decentralised decisions which arc less prone 
to risk and error and that the state too can 
wear blinkers and even be corrupt and a con¬ 
scious or unconscious agent of vested 
interests. 

I have never really understood how the 
penchant for direct controls as against Fiscal 
and other incentives and disincentives gained 
ground in India. Certainly, there was no 
warrant for' it in any kind of economic 
theory. My hunch is that, supported partly 
by war-time experience, administrators liked 
the certainty of command and understood 
little about the subtlety of induced 
behaviour. They tended to discount the 
response to prices as inadequate and time- 
consuming. Economists lent credence to this 
by various forms of elasticity pessimism and 
by reference to the need to ‘conserve’ capital 
by avoiding excess capacity anywhere. Be 
that as it may, the plethora of direct controls 
over investment, production, prices, imports, 
foreign capital and even exports has played 
havoc with efficiency and, therefore, with 
growth. 

We need not recount here the familiar 
theme of seeking rents versus genuine enter¬ 
prise or the viciousness and inefficiency of 
arbitrary power implicit in a regime of con¬ 
trols and licences. The litany is well known 
and I, for one, wholeheartedly welcome the 
far-reaching changes in industrial licensing 
and in the operation of Ihe Monopolies and 
Restrictive Practices Act and the attempt to 
link imports increasingly with exports—steps 
which even most economists of leftist pier- 
suasion would, 1 venture to think, consider 
as necessary if not sufficient. 

POLITIC Al DIMFNSION 

But I do not think we can let matters rest 
at that. It needs to be said that much of Ihe 
political cynicism and corruption of the 
recent past was sui generis and was not 
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neoessarily a corollary of the economic 
policies. Yes. policies of control breed cor¬ 
ruption and evasion. But it is equally true 
to say that economic policies were perverted 
by a new generation of politicians with an 
appetite for power based on patronage and 
punishment. 

With the emergence of confrontational 
politics with no holds barred and perhaps 
with the idealism of the struggle for in¬ 
dependence inevitably on the wane, some 
deterioration in standards of public probity 
was to be expected. But we would be selling 
ourselves short as a nation if we believe that 
the standards of the recent past arc inevitably 
the norm for the future, and forget that 
things were different in India for many years 
after independence. Equally, we would be 
fooling ourselves if we believe that political 
norms will change simply because we have 
changed the direction of major economic 
policies. What is the guarantee that the new 
policies will also not be perverted or even 
aborted in the absence of a radical change 
in the quality of our political life? 

Consider, for example, a few facts which 
we cannot afford to gloss over. One of the 
most tragic aspects of our national life is the 
way in which the Planning Commission has 
been disregarded and downgraded since the 
early 1970s. As long as there are public in¬ 
vestments, there has to be an objective 
analysis of their costs and benefits and in¬ 
vestment decisions taken strictly on the basis 
of such an analysis. The Planning Commis¬ 
sion had built up considerable expertise in 
this regard in the 60s in particular and the 
Public Investment Board then was a force 
to reckon with. Why was such analysis in¬ 
creasingly and systematically neglected as 
time went on? What connection has this 
with even mistaken policy paradigms? For 
the sake of obliging particular parties even 
norms of import-saving or import- 
substitution were often given a go-by. There 
is no guarantee that even fiscal devices of 
subsidies and taxes cannot be similarly 
tampered with. And there is, therefore, every 
reason for insisting not only on transparency 
and stability in the new policies but also on 
comparative simplicity and economy in 
categorisation. That is why customs duties, 
excise duties and even income-tax brackets 
and tax concessions must be very few in 
number. The game of fiscal proliferation will 
take us once again very near to direct 
controls. 

If arbitrariness is the arch enemy, and it 
is, we will have to remember that even the 
new industrial policy has ample .scope lor 
such arbitrariness. Although compulsory 
licensing is now required for only 18 in¬ 
dustries, these include such sensitive areas 
as motor cars, entertainment electronics and 
white goods which offer enough .scope for 
mischief. For my pan, 1 would prefer to 
abridge the list further and rely more on 
higher taxes on luxuries and in any event 
transfer the power of licensing to some 
quasi-governmental board with a respon¬ 
sibility to explain its decisions. The state 
governments also wield vast discretionary 
powers over industry and trade which will 


have to be tackled in the spirit of the new 
policies. 

Even for the rest of the industrial field, 
there is the virtually unchanged power of 
control for the import of capital gtxxls. How 
long would it be before this power is also 
abused in the absence of a political shift in 
favour of an attitude of not interfering in 
economic decisions for narrow personal and 
political ends? Even with free licensing and 
free imports which might some day soon be 
a reality, there will always be the power 
exercised through financial institutions. One 
cannot wish away such questions by simply 
saying that even financial institutions should 
be privatised and made free. Even private 
financial institutions have to be regulated 
and supervised and are not beyond nefarious 
alliances with bureaucrats and politicians as 
the example of Japan and even the US 
testifies. The moral is not that economic 
reform should not be carried further— 
indeed it should be in relation to all markets, 
including that for labour and finance and 
with reference to the states as well as the 
central government. But there will always be 
some limits to liberalisation and privatisa¬ 
tion, and even those liberalised or privatised 
will need to be watched over. The state has 
not and will not wither away anywhere so 
that the quality of statecraft will remain an 
important factor determining the quality 
and effectiveness of economic policies of 
whatever hue;, and without transparency, 
substantial devolution away from govern¬ 
ment departments and accountability, the 
gams from even sound economic policies will 
be small. 

INCKNIIVES AND DlCTRIBUTION 

Apart from excessive faith in governments 
and the penchant for direct controls, we have 
tended to underestimate the importance of 
incentives and the propensity of the people 
to circumvent what they consider to be 
unfair or at least not palatable to them. Just 
because the government decrees something. 
It does not happen. People also have their 
own will and ways. Economic policies must 
run in harness with the strongest motives, 
such as the desire to educate one's children 
or acquire a house and enjoy a few luxuries 
—and not with the noblest motives, as 
Alfred Marshall so aptly put it long ago. 

As far as distribution is concerned, while 
our emphasis on a degree of equality and 
eradication of poverty is undoubtedly right, 
our actual policies have been greatly Hawed. 
We have not fully appieciated that growth 
is the best answer in the not-so-long-run to 
poverty as well as equality The wealth- 
creating function has, therefore, to be 
respected; and mere si/e need not be decried 
as undesirable. It has also to be recognised 
that technological change is a powerful 
engine lor growth and that such change will 
necessitate changes m management, labour 
deploymeni, skill requirements and the like 
Much the same is true of compciilion 
without technical change. Compctiiion 
makes for efficiency by forcing changes in 
management and labour deployment and by 


induction of other inputs like computerisa¬ 
tion or skilled labour. You cannot guarantee 
organised labour permanent jobs in the 
same occupation in the same place at in¬ 
creasing or even constant real wages. Nor 
can you assure even the scions of the 10 big 
families that no dark horse—whether 
domestic or NRI—will ever dislodge them. 
The exit policy is not just for unskilled 
labour; it is for management and white- 
collar workers as well. We have yet to see a 
statement of a sensible exit policy and we 
can reckon on opposition and foot-dragging 
from management as much as from organis¬ 
ed labour, from farmers as well as from 
industrialists, from the small as well as from 
the big. 

Experience also shows that mere inter¬ 
ference in the operation of markets makes 
little difference to the actual distribution of 
income Reservations—whether for small in¬ 
dustry or small faiiners or certain regions— 
like protection in general from externa] com¬ 
petition do little to increase the efficiency 
of the people concerned, indeed, they act 
as a shield for low efficiency and poor 
quality. Preference, when needed, is better 
given by fiscal concessions which too should 
be withdrawn over a period during which 
everything possible should be done to in¬ 
crease the efficiency and competitive power 
of the people concerned. After some years 
of intensive care, the patient who does not 
respond should be allowed to die. It is not 
for nothing that the Hindu pantheon has 
gods for creation, preservation as well as 
destruction. The rules of competition are 
also no different internally from what they 
arc externally. Have we really understood or 
accepted this? 

The very poor have to be empowered— 
through free and compulsory education, 
with textbooks and the like freely provided, 
through provision of assets together with 
training for productive use of such assets 
and not through permanent subsidisation of 
inputs or consumption or through reserva¬ 
tions. Employment schemes will also be 
necessary as not everyone can be self- 
employed and possess assets which are pro¬ 
ductive. I am not a purist, and I can see some 
role for village or cottage industries sup¬ 
ported through elitism or patriotism or 
public procurement But this approach 
cannot be extended indefinitely. Nor can the 
need for technical upgradaiion be neglected 
even here. As things are, our distribution 
policies often amount to mere tokenism or 
pleasing everyone in turn. The benefits of 
even such token measures are appropriated 
not by those who deserve it most but by 
middlemen in the absence of mass educa¬ 
tion of a decent standard and grassroots 
democracy. The result is little or no improve¬ 
ment in distribution, but a retardation of 
efficiency and growth and often another 
upward jump in cost push infiation. 

One aspect of a flawed distribution policy 
is the belief sedulously cultivated that 
governments can solve all problems and in¬ 
deed that they should solve all problems. In 
the name of social justice, we have down¬ 
graded individual effort, initiative and 


44 


Economic and Political \Mwkly January 4-11,1992 



responsibility. Ibke just one instance: the 
new demand for a right to work. What is 
emphasised is not my responsibility to 
prepare myself for a job or a vocation and 
to do an honest day’s work and create a good 
impression among my employers or 
customers. Apparently, I have a right to 
demand work, and good wages, but not 
necessarily an obligation to perform a job. 
And what kind of work is the state supposed 
to guarantee? Only in employment schemes 
for the very poor or also whatever employ¬ 
ment I am ostensibly qualified for? Are wc 
really prepared to reverse the situation and 
put more emphasis on what the people can 
and should do for themselves rather than 
turn all the time to the fairy godmother of 
the state? Decentralisation is not just a 
matter of financial hand-outs to panchayats. 
They must raise their own resources in the 
main and provide their own organisation for 
co-operative action. The licence permit- 
control raj IS bad. But so is the raj of 
preferences, reservations and subsidies. 

In short, the agenda for sound micro- 
economic policies is a very long one indeed; 
and it has to be harmonised with legitimate 
social objectives and the removal of longer- 
term constraints on growth. While no simple 
tune will produce this harmony, there i.s no 
doubt that we need a radical departure in 
policies as well as in popular attitudes and 
political behaviour. Indeed, all these are in- 
estncably linked. 

Budget eor 1991-92 

1 have already referred earlier to the 
responsibility of populism and tokenism in 
making our macro-economic management 
more difficult than it need be. The latest 
budget makes an honest effort to bring 
about significant fiscal adjustment, and this 
effort should not be minimised even if ac¬ 
tual results fall somewhat short of expecta¬ 
tions. One has also to recognise that there 
simply was not time enough for everything 
that needed to be done and we have to wait 
for more to come next winter. But it also has 
to be said that there are straws in the wind 
of populism and tokenism even of late. 

What is the rationale, for example, of 
pampering the agricultural sector by endor¬ 
sing the meaningless demand that 50 per 
cent of investment will go to agriculture? 
Agriculture may require more or less. But 
the prescription of a percentage smacks of 
the reservation mentality. I also find it dif¬ 
ficult to justify the elimination of excise 
duties on processed agricultural products 
such as sauces, ketch-up or jams and jellies 
and juices or tinned fruit in the name of 
helping farmers. In a country like India, even 
these items are consumed only by a small 
minority which is affluent by our standards. 
The contribution to the Rajiv Foundation 
has been criticised for handing over money 
to a private foundation. The real objection, 
I think, IS to the expenditure itself which still 
remains on the statute book rather than be 
a charge on private donations only. 

I find the inclusion of several new pro¬ 
grammes in the budget objectionable as it 


harks back to the old days when each 
government used public funds to ride some 
hobby-horse of its own. Indeed, even the 
Festival of India in Germany could have 
been dropped despite advance preparations. 
That would have impressed German bankers 
and politicians more than the opportunity 
to see folk dances at the Brandenburg Gate 
or to cat Indian food. While we rightly decry 
loan waivers, do we have to defend loan 
’melas’ on the spurious ground that these 
melas were a response to corruption in bank 
lending and an attempt to bring things more 
into the open? 

As to the method of reducing the budget 
deficit, there has been criticism of the fact 
that it is the cut in capital expenditure rather 
than in revenue expenditure which is largely 
responsible for the improvement. 1 can 
accept some cuts in capital expenditure as 
not all of it is productive and some of it 
highly import-intensive. I can also under¬ 
stand the anxiety to protect current expen¬ 
diture on social services as some of them are 
highly productive and relatively independent 
of imports. But obviously, this cannot go on 
year after year atid one has to be sure that 
what is cut and whai is not meets economic 
rather than populist criteria. Whatever the 
IMF may accept or reject and whatever the 
justification on other grounds, the sale of 
assets IS no different from market borrow¬ 
ing in its economic impact. 

Much of the revenue raised will accentuate 
cost push inflation. The saving on export 
subsidy is simply a transfer from the govern¬ 
ment to the importers who will certainly pass 
on the additional cost of devaluation and 
export scrips to the consumers who will 
demand higher wages—and will almost cer¬ 
tainly get them. Such behaviour is virtually 
sanctioned when it is conceded that the 
higher cost of fertilisers will be reflected in 
higher procurement prices and, therefore, 
subsequently in higher market prices. This 
will happen to some extent even if food sub¬ 
sidy is increased and issue prices remain un¬ 
changed, wiping out whatever good the 
reduction in fertili.ser subsidy might do to 
the budget. 

We used to argue that raising indirect taxes 
and having cost push inflation is better than 
having a larger deficit because the former 
has a once-for-all impact and the latter a 
cumulative one. But I am afraid this argu¬ 
ment loses all validity when it is employed 
year after year. What is necessary is that all 
policy-induced changes in prices should not 
be fully compensated. The farmers must ab¬ 
sorb a part of the higher fertiliser cost, the 
fertiliser subsidy should be reduced also by 
asking the fertiliser industry to accept a 
lower price, workers and government ser¬ 
vants must tie prepared to forgo a part of 
the dearness allowance and income taxpayers 
must accept some surcharge and a reduction 
in concessions in taxes as well as greater 
punishment for tax evaders and corrupt tax 
officers. No such awareness is in evidence. 

Instead, one hears of a sympathetic 
response to the opposition’s unjust demand 
for reconsidering the income tax exemption 


limit. Yet another voluntary disclosure 
scheme and the empty threat of its being the 
last one fools nobody and only irritates the 
honest taxpayer who pays more than 40 per 
cent tax at the margin. Rewarding delin¬ 
quency at the cost of honesty makes 
taxpayers and tax-officers even more cynicai 
about government policies. Again, I am not 
a purist and can understand that something 
had to be done to persuade people who have 
stacked away money abroad to bring it here. 
But why the fig-leaf of an NRl sending 
gilts? 

Why the IMF? 

The time when genuine foreign capital will 
come here is when we have set our house 
reasonably in order and have in fact achieved 
better financial balance and stability in the 
exchange rate and have removed most of the 
obstacles to production and investment. 
Private capital from abroad—whether from 
Banks or foreign investors or our own peo¬ 
ple like the NRIs—cannot solve our im¬ 
mediate financial or balance-of-payments 
problems because no private party will jump 
into a melting pot. Far from being an answer 
to the crisis, they will be a reward for hasring 
overcome the crisis without them. It is only 
when wc have achieved much greater stability 
and have moved substantially forward in 
reform that purveyors of private capital will 
come as fair-weather friends to enjoy the 
party—and then they may even bring some 
gifts. 

Till then, our only recourse is self-help 
supported by official assistance. Self-help 
means some sacrifices for everyone, not pro¬ 
tection for all and sundry. Official aid from 
bilateral donors and multilateral develop¬ 
mental agencies has been declining in real 
terms and will not rise in all probability. 
Quicker disbursements can help, but one 
does not know how much and how soon. It 
is this scenario that puts Fund assistance in 
a special category—which, after all, reflects 
its true role as a lender of last resort. Those 
who think we can do without Fund assis¬ 
tance are in fact saying that we are prepared 
for much greater sacrifices right now. 1 am 
afraid given the magnitude of the current 
account deficit, such heroic effort is hardly 
credible Doing without the IMF will call for 
virtual rationing of many things including 
petroleum products and even vegetable oils. 
More likely than not, the outcome would be 
more waste and corruption and the sacrifices 
will come unjustly and in a haphazard and 
costly manner through greatly accelerated 
inflation, it is the possibility of a more 
orderly and just and less destructive adjust¬ 
ment that justifies IMF assistance in the 
short run. 

Needless to say, the breathing space has 
to be used constructively and not to avoid 
domestic sacrifice altogether. Exports must 
be allowed even at the expense of domestic 
consumption which must be cut particularly 
when it is import-intensive by taxes which 
are not compensated. Even the universal 
homage paid to the public distribution 
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system and the proiqise of its extension 
needs to be questioned lest we end up by 
opening yet another large tap for govern¬ 
ment hand-outs and larger deficits. 

We need breathing space also because the 
balance of payments must be corrected 
essentially by imparting a new dynamism to 
our exports—which implies increasing im¬ 
ports also and that too at competitive prices 
for exporters as well as others. If our ex¬ 
porters are to have a level-playing Held, they 
must have the same freedom to import as 
their competitors abroad and on the same 
terms. That is why a dual exchange rate 
system cannot be a permanent or long-term 
solution. Nor cam high customs duties. The 
basic reason for an open economy or inte¬ 
gration in the world economy is that it is the 
greatest spur to efficiency as competition is 
keenest in world markets. This is true 
irrespective of whether this competition 
comes from producers abroad who compete 
with our exports or with domestic producers 
for a larger snare in domestic consumption. 
But when our balance of payments deficit 
is so high and our reserves so low, how are 
we to reduce import duties, increase imports 
and stabilise the exchange rate as well as 
return to a unitary exchange system without 
larger resources from abroad over the next 
two or three years? Everyone agrees that 
while exports are the ultimate answer, they 
will need time to gather momentum. It is, 
here again, that IMF assistance is vital. 

I would be the first to 'admit that the 
government needs to make its case for a 
substantia] IMF drawing clear to all concern¬ 
ed in the country. So far, despite its talk of 
developing a consensus, it has been secretive 
in many respects, to some extent under¬ 
standably. We do not know, for example, the 
precise terms on which RBI gold was pled¬ 
ged to the Bank of England. I at any rate 
do not know enough about all the facilities 
available from the Fund and the terms under 
which they are available and whether there 
are any concessional facilities which we can 
avail of at least at this rather difficult 
juncture. Surely, the country needs to be 
educated in this regard. 

At any rate, we need to know how much 
the government is prepared to draw from the 
IMF and on what terms over the next two 
or three years; and we need to know the 
assumptions regarding fiscal adjustment, 
import liberalisation and export growth over 
the next .several years—I should say, the next 
ten years—and not just for two or three years 
during which money may be drawn from the 
Fund. Only such information can give us a 
reasonable assurance that repayment of IMF 
drawings will not once again land us in a 
foreign exchange crisis. Not that any set of 
long-term calculations can be conclusive or 
convincing to all concerned. But it is only 
fair and in the national interest that we are 
not asked to take everything on trust but are 
taken into confidence about such vital mat¬ 
ters. Surely, this is in the spirit of the need 
for discussion, dialogue and consensus. 

For my part, I am in favour of a rather 
large drawing from the IMF because 1 


assume that a pan of this assistance will be 
used for rebuilding reserves and reducing 
short-term indebtedness. That carries its own 
counterpart of domestic sacrifice which will 
not be small. I would only plead that one 
should not refuse to contemplate a large 
drawing merely out of fears of Fund 
conditionality. 

To be afraid of IMF conditionalities is to 
be afraid of ourselves. Much of the IMF 
reasoning is sound and we share it. It is less 
than fair to say that it is the IMF that in¬ 
sists on adjustment without growth or 
without a safety-net for the weaker sections. 
It IS we who have been remiss on these frohts 
for a pretty long time. Where genuine dif¬ 
ferences arise on the mix or the sequencing 
or the speed of adjustment or the extent of 
the support needed from abroad, surely we 
have the ability to argue and convince others. 
In matters of judgment, some give and take 
is also inevitable. There is no reason also why 
we should not continue to oppose some 
aspects of Fund policy such as the policy on 
charges or of using credit ceilings as a trig¬ 
ger for stopping disbursements. 

Yes, there would be some pressure based 
on ideology—not so much from the Fund 
and the Bank as from their masters, i e, the 
Americans and increasingly from the 
Germans and the Japanese There could be 
pressure not jus; for, say, extensive and un¬ 
warranted privatisation or hasty liberalisa¬ 
tion of imports or a premature or excessive 
opening for private foreign investors. There 
could be pressure also over non-economic 
issues relating, for example, to our relations 
with our neighbours. But we have to live and 
survive in the world as it is and we cannot 
wish away things just because they are un¬ 
palatable Even in the absence of an IMF 
drawing, some pressure is bound to be there 
because we still rely greatly on bilateral 
donors and the World Bank—and there may 
be some safety in more than one institution 
sitting in judgment on us. When it comes 
to arguing and even bargaining, a nation of 
more than 800 million people is not ail that 
defenceless. I do not like the possibility of 
external pressure any more than anyone else. 
But if we really want to reduce it, we will 
have to make a senous beginning with reduc¬ 
ing our total external indebtedness. But sure¬ 
ly that IS an agenda for the 2Ist century. 

Again, I am not suggesting that in the 
meanwhile we should accept all we are asked 
to do. There is always a possibility that we 
are pushed too far; and I hope someone in 
the government is examining what we should 
do if it comes to a parting of the ways with 
the IMF and the Bank. But for my part, I 
neither welcome nor anticipate such an 
impasse. 


GUARDt n OrriMisM 

It is true that additional IMF borrowing 
over the next two or three years postulates 
that our exports will pick up to the extent 
required over the next few years and will 
remain on an upward curve thereafter. What 
is the guarantee that it will happen? There 


is no guarantee certainly and it will not 
happen any way if we revert to the bad old 
days of politics as usual as soon as the last 
instalment of Fund assistance is availed of. 
But the chances of success this time are 
good. After all, the adjustment we need is 
large, but not nearly so large as in Latin 
America, Africa or Astern Europe and the 
former Soviet Union. We are a mixed 
economy and our people have been market- 
makers and entrepreneurs for centuries. Our 
share in world markets is so small that a 
doubling or trebling of it will not cause 
many ripples around the world. Our industry 
and agriculture have performed well in 
recent years; and our financial and other 
institutions are not all that ineffective or on 
the verge of bankruptcy. More important 
than everything else, there is a distinct 
change in the popular mood. Even those 
who have a stake in the licence permit- 
control raj and in the prefenatice-reservation- 
subsidy regime know what is right and what 
is wrong and will trim their sails according 
to the political winds. 

It is in respect of the quality of political 
leadership that question marks remain. But 
if the present leadership falters and cannot 
come up with the right mix of domestic 
sacrifice and external support, the crunch 
will come soon and a more severe one than 
any we have seen so far. We may halt and 
remain half-hearted for some time and even 
turn back a little. But there is no other road 
we can take. We will only have to pick up 
the pieces and begin all over again on the 
same road—with the stigma perhaps next 
time of defaulting on debts and accelerating 
inflation 0 /a Latin America. The experience 
of Latin American countries is that those 
who have tried default have only postpon¬ 
ed coming to terms with external capital. 

I have faith in the good sense of our 
people and we have at least an open political 
system. Thken fully into confidence, our peo¬ 
ple will rise to the occasion as they have 
often done in the past. No one, of course, 
knows the future. But if there are disconcer¬ 
ting strands in the current political scene, 
there is also clear evidence of wisdom and 
courage and a willingness to work towards 
a consensus. Already, far-rtaching changes 
beyond the expectations of most observers 
have been made in industrial licensing and 
the import-export regime, and there has been 
a decisive change in the attitude towards 
private foreign investment and towards 
monopolies and concentration of economic 
power. The process of fiscal adjustment has 
got off to a good start. Much still remains 
to be done on the fiscal and the foreign ex¬ 
change front and in relation to financial and 
labour markets and the state governments. 
But I for one continue to hope that those 
who shape public opinion and the politicians 
who respond to such opinion will strengthen 
the forces of common sense and consensus 
without unsustainable compromises or 
cosmetic attempts to paper over the cracks. 
That is the challenge; and we all have to play 
our part in meeting it. 
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Rubber*Based Industrialisation in Kerala 

An Assessment of Missed Linkages 

Tharian George K 
Toms Joseph 

Kerala has a near monopoly in the production of natural rubber and yet it consumes only a small proportion 
of the produce. In fact, the state's NR-based industries are almost entirely confined to NR processing small-scale 
units with limited linkages. 

This article attempts to examine the various linkages associated with the rubber plantation industry and assess 
its future scope. 


IN the industrial map of India, Kerala 
occupies a relatively insignificant position 
in terms of its share in national industrial 
output, total value added and total industrial 
employment. The slow pace of industrial 
development in Kerala is a much debated 
issue and various factors have been at¬ 
tributed to the prevailing industrial stagna¬ 
tion.' However, there is no disagreement on 
the main features of Kerala's industrial struc¬ 
ture characterised by the dominance of tradi¬ 
tional and resource-based industries and a 
relatively small share of the 'foot-loose' type 
of industries.^ Among the industries based 
on the state’s natural resources, natural 
rubber (NR)-based goods manufacturing 
sector occupies an important position in 
terms of its share in total value added in the 
census sector and a near monopoly position 
of the state in the production of the raw 
material.’ But Kerala's share in total NR 
consumption in the country is only 12.22 per 
cent despite the fact that it accounts for 
about 90 per cent of the country’s total NR 
production.^ India's rubber goods manufac¬ 
turing industry is concentrated in the sutes 
of Maharashtra, West Bengal, Uttar 
Pradesh, Punjab and Ihmil Nadu whose 
combined share in total NR consumption is 
around 60 per cent. From the very b^inning 
the growth of N R-based industries in Kerala 
has been confined to NR processing in¬ 
dustries and small-scale units with limited 
linkage effects. 

This paper is an attempt to examine 
various linkages associated with the rubber 
plantation industry and to assess how far 
Kerala has been able to reap the potential 
benefits related to its dominant position as 
the major source of raw material. The con¬ 
cluding part of the paper attempts to offer 
some tentative observations towards an ex¬ 
planation for the emerging trends. 

Structure of Industry 

As of 1987-88, Kerala state had the largest 
number of rubber goods manufacturing 
units in the country. The two major 
charaaeristics of Ke^a’s rubber goods 
manufacturing industry are the agglomera¬ 
tion of small-scale units producing rubber 
bands, tread rubber, chappals and elastic 
rubber thread on the one hand and a very 
high degree of concentration in total NR 
consumption by three automotive tyre and 


tube manufacturing units accounting for 
around 71 per cent, on the other hand. 
Ihble 1 shows the size-wise pattern of NR 
consumption in Kerala and other major rub¬ 
ber goods manufacturing states. 

Ihble I indicates that in Kerala three 
manufacturing units consuming more than 
1000 MT of NR account for 70.74 per cent 
of the total NR coruumption and in terms 
of concentration of consumption the state 
is next only to Uttar Pradesh. Interestingly, 
the average consumption of NR by the 
manufacturing units is the lowest in Kerala 
and is lower than the all-India average. One 
striking similarity between Kerala and all- 
India patterns of NR consumption is the 
dominance of large units. At this juitcture, 
it is relevant to mention the pivotal position 
occupied by the automotive tyre a^ tube 
manufacturing units among the large units. 
Fbr instance, during 1987-88 the 27 auto¬ 
motive tyre and tube manufacturing units 
in the country accounted for about SO per 
cent of the total NR consumption and 
among them 12 large units’ share was 4S.59 
per cent. Another important point to be 
noted is the significance of the tyre and tube 
manufacturing sector in the census sector of 
rubber goods manufacturing industry.’ 
Ikble 2 illustrates the point. 

The dominant position of the tyre and 
tube sector is obvious from Ikble 2. Our 
analysis is confined to the census sector 
mainly on account of its dominant share in 
tlw total value of output of the rubber goods 
manufacturing industry. In the industry, the 
tyre and tube sector assumes a greater im¬ 
portance since it acts as a springboard for 
the growth of ancillary industries as well as 
because of its employment potential. Ikble 3 
shows Kerala's share in India’s rubber-based 
industrial sector. 

Tkble 3 is illustrative of Kerala's relatively 
stronger position in the unclassified group 
of Industries which include NR processing 
industries also. will examine the implica¬ 
tions of such a situation in the succc^ing 
sections of the paper which deal with an 
assessment of linkages of the rubber plan¬ 
tation industry. 

Linkages of Rubber Plantation 
Industry 

The concept of linkages has been evolved 
from Hirschman’s theory of unbalanced 


growth.* Fbr analytical purpose, linkages 
are classified into three, viz, backward 
linkages, forward linkages and consumption 
linkages. The growth impulses set up tv the 
establishment of an industry to its inputs 
supplying industries is termed as backward 
linkage effect. Contrary to this, if the 
establishment of an industry stimulates the 
opening of industries that use its output as 
inputs in their production, Oien forward 
linkage effects are said to be at work. 
Consumption linkages, also known as 
expenditure linkages, are emanating ftom the 
expenditure of income got from the 
marketed surplus. 

For the present purpose, we will attempt 
to examine in detail the backward and the 
forward linkages of Kerala’s rubber planu- 
tion industry based on the available infor¬ 
mation while the analysis of consumption 
linkages will be limited to a few observatkms 
owing to paucity of the relevant data. 

In the standard literature on development 
economics, it is well-recognised that the 
linkage effects are relatively weaker in the 
case of primary products including planta¬ 
tion crops.’ The export orienution of plan¬ 
tation agriculture gave rise to some forward 
linkages in the erstwhile colonies since many 
plantation crops technically require im¬ 
mediate processing after harvesting. 
Historically, Kerala was also developed as 
a raw material base for Briuin by introduc¬ 
ing plantation crops such as coffee; car¬ 
damom and then tea and rubber. IWo im¬ 
portant developments which have influenc¬ 
ed the fortunes of Kerala’s rubber plantation 
industry during the last Five decades were the 
steady growth of Indian rubber goods 
manufaauring industry since the last 1930s 
and the changes in the ownership pattern 
favouring Indianisation since independence. 
These developments coupled with the active 
support from the goverrunent resulted in 
considerable expansion of the area under 
rubber and increased production of NR.* 
However, the steady expansion of area under 
rubber in Kerala’ and the increased produc¬ 
tion of NR did not give rise to any substan¬ 
tial linkage effects in the legioa In fact, very 
little of the industrial potential of NR vras 
realised in the state. 

The backward linkages of the ndiber plan¬ 
tation industry an mainly conruied to unitt 
supplying rubber planting materials, ar- 
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uncial fenilisers, fungicides and lainguar* 
ding materials. In Kerala, it is catimated that 
there are around SCO nurseries supplying 
rubber planting materials. However, in terms 
of link^ effect their role is latirer weak. 
Ihhie 4 summarises the estimated consump¬ 
tion and total value of other major estate 
inpuu relevant to the industry. 

Ihble 4 suggests that except in the case of 
lainguarding materials,^** the sute depends 
on imports for meeting the inputs require¬ 
ments of the industry. In the case of artificial 
fertilisers it appears that the only unit in the 
state supplies not more than SO per cent of 
the industry’s requirements mainly due to 
the fertiliser policy of the government of 
India by which manufaauring units in dif- 
fermt states are given quotas for different 
sectors and regions. Among the fungicides, 
SO per cent of the total requirement of 
copper-Qxichloride is met by a single large 
urtit in the state and for the remaining SO 
per cent the industry depends on two units 
located in Karnauka and Gujarat. The en¬ 
tire donand for copper sulphate is catered 
to by two units in the state while the industry 
is tc^ly dependent on imports for emissan. 
in the case of rainguarditig materials, more 
than 70 small-scale units in the state are 


Artificial fertilisers (xi) 51,000 

Fungickics (x2) 1,000 

Rainguaiding materials 500 


meeting the requirements of the industry by 
processing the imported pcdythene granules. 

The backward linkages of the industry ap¬ 
pear to be reialiveiy weak in terms of spread 
effects and creation of employment oppor¬ 
tunities. It is also relevant to note that the 
coiuumption of esute inpuu is more 
popular in the estate sector. A positive 
change in the cultural practices of the domi¬ 
nant small holdings sector may result in 
increased consumption of estate inputs. But 
the consequent expansion of production of 
the estate inputs consequent expansion of 
production of the estate inputs will not 
generate sufficient growth impulses owing 
to the weak linkage effect of the industries 
concerned. 

Forward Linkages 

Among the various forward linkages of 
the industry, the NR processing industries 
occupy a prominent position in Kerala due 
to the geographical concentration of NR 
production and the peculiar characteristics 
of the raw material demanding immediate 
processing. Hie pattern of NR processing in 
India is characterised by the dominance of 
the conventional sheet grades accounting for 


Estimated 

Estimated Share of Kerala-Based 

foial Value 

Input Manufacturing Units in 

(Rs Ukh) 

Consumption (Per Cent) 

1,147.50 

NA 

380.00 

75 

200.00 

100 


around 68 per cent of the total production. 
The two major inpuu for processing shget 
rubber are rubber rollers and ftirmic acid. 
It it estimated that there are ISO rubber roller 
manufacturing uniu in the state having 
employment opportunities for about 450 
persons. However, for many of these units, 
roller manufacturing is only a i^-time 
work and they are mainly engaged in 
welding and manufacturing of grills, win¬ 
dows, steel furniture, etc The estimated con¬ 
sumption of formic acid by the sheet pro¬ 
cessing industry as on 1986-87 is around 640 
MT valued at Rs 211 lakh. IWo private sec¬ 
tor factories in the state meet the entire 
donand of the industry. 

The details of other major types of NR 
processing industries are suimnarised in 
-foble S. 

From Ikble S it can be seen that about 92 
per cent of the NR processing uniu imiduc- 
ing crepe rubber, centrifuged latex and 
crumb rubber are located in Kerala providing 
direct employment to about 2,700 persons. 
The net value added in the three processing 
industries as a proportion of tot^ value of 
output is comparatively insigniricam sug¬ 
gesting lower forms of production where the 
potential for linkage effect will have well 
deHned limitations. Except for the drier re¬ 
quired for the crumb rub^ processing fac¬ 
tories and crepers for the crepe rubber pro¬ 
cessing factories, the state is dependent on 
external sources for the main items of 
machinery. In the case of centrifuging 
machine, the industry depends totally on im¬ 
ports from Sweden, China and West 
Germany. 

Another important source ot forward 
linkage of the industry is the primary 
marketing of NR which is characterised by 
a three-tier system." As on 1987-88, there 
were about 5,808 rubber dealers in the coun¬ 
try and of whom 5,080 were operating in 
Kerala including 37 co-operative rubber 
marketing societies. But the only important 
contribution of this sector in terms of 
economic activity is the employment oppor¬ 
tunities for more than 6,000 persons in¬ 
cluding the transportation of NR. 

In short, the concentration of NR process¬ 
ing industries and primary marketing has 
not resulted tn any substantial forward or 
backward linkages. As mentioned earlier, it 
is the rubber goods manufacturing sector, 
especially, the automotive tyre and tube sec¬ 
tor which assumes importance in terms of 
total value of output, employment and 
linkages.'^ 

Automotive tyres and Tubes 

During 1987-88, among the 27 aufonuxive 
tyre and tube manufacturing units, 12 large 
units accounted for more than 92 per cent 
of total NR consumption in this sector and 
the remaining 15 were either manufacturing 
only two- and three-wheeler tyres or new 
units as yet at the initial stages of produc¬ 
tion.’’ Therefore, for the present analytical 
purpose, we are mainly concerned with the 


Notes: (xl)—The major artificial fertilisers used by the industry are urea, phosphate, potash and 
magnesium sulphate 

(x2)—Important among the fungicides are copper-oxichloride copper sulphate and 
emissan. 

SouKT. Estimates are based on the details available with the Rubber Board. 


Table 2: Composition of Rubber Goods Industry (Census Sector) in Kerala and 

All India, 1982-83 


Percentage Share l^rcenuige Share l^rcentage Share 
Industry in Capital in Total Vriue in Net Value Percentage Share 

Groups Invested of Output Added _ in Employment 


Kerala 

All India 

Kerala 

All India 

Kerala. 

All India 

Kerala 

All India 

Tyre and tube 78 

86 

55 

82 

75 

80 

43 

61 

ffoolwear 3 

2 

4 

3 

1 

3 

10 

6 

Others 19 

12 

41 

15 

24 

17 

47 

33 


Source: Annual Survey of Industries (Census Sector) 1982-83, Central Statistical Organisation, 
Government of India. 

Table 3: Kerala'S Share in India's Rubber Industry (Census Sector), 1982-83 


Industry 

Percentage 

Percentage 

fVreentage 

Percentage 

Groups 

Share in 

Share in Ibtal 

Share in Net 

Share in 

Capital Invested Value of Output 

Value Added 

Employment 

Tyre and tube 

8.1 

8.0 

14.3 

6.7 

Footwear 

14.2 

16.4 

2.6 

14.4 

Others 

13.8 

31.1 

21.7 

13.7 

fotal 

8.90 

11.82 

15.20 

9.47 


Source: Same as Ihble 2. 

Table <«: Estimated Consumption of Major Estate Inputs by Rubber Plantation Industtry, 

1987-88 


Estimated 

Input Consumption 

(in MT) 
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When vou make a Cashkey deposit at your nearest State Bank branch, your money doubles in 
5 V 2 years. And, if you want, you can take a loan against your deposit. 

What's more, you can also get a Statebank Card*. With it, you can withdraw cash against 
your deposit, from any of the over 12,000 State Bank Group branches, anyTvhere in India. 

You can use the card to purchase products and services at more than 28,000 outlets all over India. 

Now do you see why you need Cashkey, and not just any old fixed deposit.^ 
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large units in the industry. Ihble 6 shows 
Kerala’s relative shares in the total installed 
capacity; output and employment compared 
to othn states. 

Ihble 6 shows that exopt in the case of 
enployineni Kerala’s other relative shares are 
below all other selected states. The higher 
rates of capacity untiUsation in the states of 
Maharashtra and Ihmii Nadu also deserve 
mention here. 

Though the shares of the remaining 15 
units in NR consumption and actual produc¬ 
tion are insignificant, their locational con¬ 
centration is noteworthy. Among the IS, five 
are located in Maharashtra, three in Uttar 
Pradesh, two in Punjid) and only one unit 
in Kerala which was promoted in the joint 
sector. The emerging trends in locational 
concentration in installed capacity, actual 
output and NR consumption have serious 
implications mainly in regard to the growth 
of allied industries catering to the re- 
quiicinents of the tyre and tube industry. For 
iiutance, the automotive tyre and tube in¬ 
dustry requires various petro-based inputs 
other than NR for the iruuiufactuie of a tyre 
'thble 7 gives cost-wise shares of the major 
inputs in the total material cost of a tyre 

Ihble 7 shows that more than 60 per cent 
material input costs in tyre manufacturing 
are accounted for by the petro-based inputs 
and the relative share of NR is only 26 per 
cent. Ihble 8 shows the location, production 
and total value of the major inputs other 
than NR used in the manufacture of a tyre 

From Ihble 8. it can be seen that the major 
inputs for the industry valuing more than 
Rs 700 CTore are manufactured outside the 
state Location-wise and production-wise 
these inputs manufacturing industries are 
concentrated in the states of Maharashtra, 
Bengal and Ihmil Nadu. Many of these 
industries arc characterised by lower levels 
of capacity utilisation resulting in shortage 
and a substantial difference between 
domestic and interrutional prices.'^ Among 
the two inputs mainly used in the non-tyre 
sector, viz, reclaimed rubber and titanium 
dioxide, Kerala has a monopoly in the pro¬ 
duction of the latter.Another important 
input used in the tyre and tube sector is butyl 


rubber for which the country is totally 
dependent on imports. 

lyre machinery manufacturing units form 
another strong source of backward linkage 
of the industry. At present, it is estimated 
that about 90 per cent of the machinery re¬ 
quired for the tyre and non-tyre sectors are 
produced by nine leading manufacturers in 
the country. Among the nine, four are 
located in Maharashtra, two in West Bengal 
and Kerala’s share is nil. Therefore, it is 
plausible to conclude that not only Kerala's 
share in the dominant tyre and tube 
manufacturing industry is comparatively in¬ 
significant but also various sources of 
backward linkages of the industry are vir¬ 
tually absent in the state. 

Even though the by-products of the rub¬ 
ber plantations ate not directly related to NR 
production, they form another important 
source of forward linkage of the industry by 
virtue of their industrial uses and commer¬ 
cial importance. The three important by¬ 
products of the industry are rubber wood, 
mbber seed and rubber honey., 

(a) Rubber wood 

According to a recent estimate of the Rub¬ 
ber Board, the annual production of rub¬ 
ber wood IS around 40 million cubic feet 
valuing more than Rs 40 croie. About 60 per 
cent of the total rubber wood produced is 
stem wood and the remauning 40 per cent 
IS branch wood. The major industrial uses 
of stem wood are summarised in Ihble 9. 

It IS estimated that there are around SOO 
small-scale rubber wood consuming units in 
the state. However, the net value added in 
the major rubber wood consuming in¬ 
dustries in the state are negligible compared 
to the pattern of rubber wood utilisation and 
the resultant value added in Malaysia. 
Malaysia is successful in using rubber wood 
after chemical treatment for making fur¬ 
niture and various other applications of 
traditional hard wood varieties. Therefore, 
in Kerala, there exists a vast potential for 
rubber wood in many applications where the 
scarce hard wood varieties are presently 
used. 


Table 6; Shares oe Selected States in 
iNSTALt ED Capacity, Actual Production 
AND Employment in Automotive Tyre and 
Tube Sector (1985-86) 


State 

Percen¬ 

tage 

Share in 
Installed 
Capacity 

Percen¬ 

tage 

Share in 
Actual 
Pro¬ 
duction 

Percen¬ 

tage 

Share in 
Employ¬ 
ment* 

Maharashtra 

21.94 

27.60 

15.92 

West Bengal 

16.62 

14.08 

27.70 

Thmil Nadu 

15.44 

17.01 

14.64 

Karnataka 

12.35 

8.90 

6.36 

Kerala 

10.29 

5.78 

11.46 

Sub-total 

76.64 

73.37 

76.08 

Others 

23.36 

26.63 

23.92 

Total 

100.00 

100.00 

100.00 


* The data relating to employment are for the 
year 1987. 

Sourcer. Compiled from; (I) lyre and Tbbe 
Industry, DGTD, Government of 
India, 1987, (2) Annual Reports of 
ATMA and (3) Rubber and Plastics 
News, October 17, 1988. 

Table 7; Cost wise Share of Major Inputs 
used in Tyre Manufalturinc 


Inputs Share in 

(Per Cent)* 


Nylon/Rayon lyre cord 

30 

Natural rubber 

26 

Carbon black 

13 

Styrene butadiene rubber (SBR) 

7 

Chemicals 

7 

Butyl rubber 

6 

Polybutadiene rubber 

4 

Processed oils 

2 

Othei Items 

5 

Total 

100 


* The cost-wise shares of major inputs listed 
above represent lyre manufacturing mainly 
in Indian conditions. 

Source: Tyre and TUbe Industry, DGTD, 
Government of India, 1987, p 23. 


Table S; Dftaii3 of Major Forms of NR Processing Industrils Other Than Sheet Rubber in Kerala, 1987-88 


Industry 

Total No of 
Processing 
Units in India 
(Nos) 

Tbial No of 
Processing 
Units in 
Kerala 
(Nos) 

Total 

Employment 

(Nos) 

Estimated 
Total Value 
of Output 
(Rs in Lakh) 

Estimated 
Net Value 
Added 

(Rs in Lakh) 

Major Items 
of Machinery 

Total No of 
Machinery 
Manufacturing 
Units in 
Kerala 
(Nos) 

Estimated 
Share of 
Kerala’s 
Machinery 
Manufacturing 
Units in Ibtal 
Requirement 
(Per Cent) 

Crepe rubber 

106 

102 

1500 

5025 

395 .30 

Crepers 

5 

900 

Centrifuged latex 

33 

27 

570 

7068 

2776 95 

Centrifuging 

Nil 

Nil 







machine 



Crumb rubber 

16 

15 

7.10 

1402 50 

227.30 

Crepers 

3 

50 







Hammer mill 

Nil 

Nil 







Hydraulic press 

Nil 

Nil 







Drier 

4 

100 


Source: Estimates based on the details available with the Rubber Board. 
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(b) Rubber seed 

The two main products processed from 
rubber seed are rubber seed oil and seed 
cake. '* The processed rubber seed contains 
about 70 per cent seed cake and the remain¬ 
ing 30 per cent is seed oil. The present com¬ 
mercial production of seed cake is estimated 
to be more than 7,000 MT valuing about Rs 
2.43 crore. It is very rich in protein and 
energy and is at present mixed with cattle 
and poultry feeds. Rubber seed oil is mainly 
consumed by the soap manufacturing in¬ 
dustry and also used in the production of 
paints as a substitute for linseed oil. Rubber 
seed oil mixed with sulphur could be used 
as a factice which is very often used as a rub¬ 
ber compounding ingredient. Finally, epox- 
idised rubber seed oil could be used for the 
manufacture of anti-corrosive coatings, 
adhesives and alkyd resin coatings. The pre¬ 
sent annual production of rubber seed oil 
is estimated to be around 4,000 MT valued 
ai Ks 6 ciDic ' 

Interestingly, more than 90 per cent of the 
rubber seeds is processed in Tamil Nadu for 
two reasons. First of all, in Kerala the rub¬ 
ber seed bearing season hs during July- 
Sepiember period when the weather condi¬ 
tions In the state arc not favourable for im¬ 
mediate sun-drying. However, during the 
same period Thmil Nadu has relatively 
favourable weather conditions for sun¬ 
drying coupled with large idle capacity in 
the groundnut oil processing industry to be 
utilised for rubber seed oil processing.'' As 
a result of these peculiar circumstances, the 
state IS losing at least Rs S crore as value add¬ 
ed in the rubber seed processing sector. 

(c) Rubber Honey 

it is estimated that at least 40 per cent of 
total production of honey in India is 
originated from rubber plantations.'* In 
1986-87, about 2,750 MT of honey was pro¬ 
duced from rubber plantations valued 
around Rs 5 crore Unfortunately, among the 
35 large-scale rubber-based honey process¬ 
ing units only 10 are located in Kerala 
whereas Ihmil Nadu has 25 units. To a large 
extent, it shows the untapped potential for 
rubber-based honey processing units in the 
state. 

The discussion on the forward linkages 
related to the by-products of the industry 
suggests that though Kerala has concentra¬ 
tion in both rubber wood production and 
consumption, the net value added in the con¬ 
suming indust ries is negligible compared to 
the existing potential. In the case of both 
rubber seed and honey the state could not 
utilise the existing potential owing to various 
factors ranging from weaihei conditions and 
lack of government iniervention. 

Assessment of consumption linkages suf¬ 
fers from pauci'.y of data pertaining to the 
expenditure of surplus generated in the in¬ 
dustry. Hence, wc arc confining our discus¬ 
sion to^ certain general observations. 

Compared to the major cash crops grown 
in the state, NR is one of the few crops 
assured of a steady and remunerative 


price." To a considerable extent, the 
surplus generated was utilised for expanding 
NR cultivation in the traditional and non- 
traditional areas in the state. During the 
period between 1949-50 and 1985-86, area 
under rubber in the Malabar region has 
grown to the extent of 831 per cent compared 
to 344 per cent in Tiavancore-Cochin. In 
Kottayam and Idukki districts tea was 
replaced by rubber.^' The expansion of area 
under rubber was later extended to the 
neighbouring slates of Tkmil Nadu and 
Karnataka also by the planters of Kerala. 

There are also evidences to suggest that 
the growth of socio-economic institutions 
such as schools, hospitals, banks and roads 
in the remote rubber growing areas of the 
state is closely related to the fortunes of the 
planting community. Though this observa¬ 
tion requites data, it offers scope for a detail¬ 
ed enquiry into the pattern of expenditure 
from the surplus generated. 

Contributing Factors and Poi icy 
Options 

Our discussion on rubber-based in¬ 
dustrialisation in Kerala and its various 
dimensions shows that its vast NR produc¬ 
tion base could not act as a springboard for 
attaining a leading position in the rub¬ 
ber goods nidnutuciunng sector ol the coun¬ 
try. in a sense, Kerala’s situation with regard 
to NR-based industnes represents the classic 
case of ‘centre’ and ‘periphery’ since the state 
can boast of only NR processing industries 
characterised by a comparatively low level 
of net value added and weaker inter-industry 
linkages. The stagnation of rubber goods 
manufacturing industry in Kerala and the 
concentration of growth of the same in 
Maharashtra, West Bengal and Ikmil Nadu 
demands a detailed enquiry. For the present 
purpose, we are limiting our analysis to cer¬ 
tain region-specific factors affecting Kerala 
in the context of the development of rubber 
goods manufacturing industry in India. 

In this context, it is important to note that 
under British colonial rule, the industrial 
development of the country was confined to 
three port-cum-nodal points, viz, Calcutta, 
Bombay and Madras Industrial growth did 


not spread from these port-enclaves and the 
pattern of concentrated growth which 
emerged in the islands had little impact on 
the vast hinterlands of the country. For in¬ 
stance, as late as in 1948. the three regions 
together accounted for about 77 per cent of 
total value of industrial production in the 
country.^ As pointed out by Krishna 
Bharadwaj, even during the post- 
independence period, the pattern of 
agglomerated growth based on generally 
capital intensive large-scale manufacturing 


Tabif 9: Major Industrial Uses of Stem 
Wood, 1986-87 


Line of Manufacturing 

Percenuge 
Share in 
Total Stem 
Wbod 

Consumption 

Packing cases 

27.70 

Veneers only 

8.70 

Veneers and splints 

24.66 

Splints only 

13.10 

Tea chest panels and plywoods 13.21 

Scat and back for chairs 

4.77 

General plywoods 

786 

Total 

100.00 


Source. Compiled from Viju ipe C ei ai, 
‘Rubber Wood Consuming Units in 
Kerala: Technical Facilities and Pro¬ 
blems', Rubber Board Bulletin, No I, 
July-September 1987, p 22. 

TabI-L 10; Share OF Seiecteij States IN Total 
Value of Output of Rubber Goods 
MANUFA rruRiNC Industry in India, 1982-83 
(Census Seltori 


Stales Share 

(in Percentage) 


Maharashtra 

20.32 

Tamil Nadu 

16.00 

Uitar Pradesh 

12.72 

West Bengal 

12.65 

Sub-iotal 

61 69 

Others 

38 31 

Total 

100.00 


Source: Same as Ikble 2 


Tabif8: I ocATioN, Production AND Esiimated Value of the Major Inputs Other Than NR 

IN Tyre Manufacturinc, 


Inputs 

kfear 

Total No of 
Units in the 
C ountry 

No of Units 
in Kerala 

Total 

Production 
(in MT) 

Estimated 
Total >^lue 
(Rs in Lakh 

Nylon tyre yarn 

1986 

6 

Nil 

23731 

23731 

Rayon tyre yarn 

1986 

3 

Nil 

5391 

NA 

Carbon black 

1986 

7 

1 

94367 

17929 

Synthetic rubbers 

1986 

2 

Nil 

34836 

8010 

Rubber chemicals 

1986 

4 

Nil 

14196 

1225 

Zinc oxide 

1984 

5 

Nil 

4472 

932 

Fatly acids 

1984 

15 

Nil 

53198 

14895 

Reclaimed rubber 

1986 

21 

1 

37415 

2057 

Titanium dioxide 

1984 

2 

2 

1II5I 

2209.5 


Sounres: (I) Hand Book of Rubber Statistics, All India Rubber Industries Association, Bombay, 
1987 

(2) Tyre and TUbe Industry, DGTD, Government of India, 1987 
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-wis mainly concentrated in Calcutta conur¬ 
bation, Madras conuHiation, Bombay- 
Gujarat conurbation, Delhi metropolitan 
region, Jamshedpur-Dhanbad-Bokaro com¬ 
plex and Ludhiana-Jullunder complex due 
to region speciHc factors and public invest¬ 
ment. Inteicstingiv. the oattern of growth of 
NR-based industries also broadly confined 
to the traditional regions of industrial 
growth in the country. Thble 10 illustrates the 
point. 

'Bible 10 shows that the combined share 
of Maharashtra, 'Ikmil Nadu and West 
Bengal is around 48.97 per cent. The 
development of NR-based industries in Uttar 
Pradesh since 1960s is characterised by the 
growth of units manufacturing automotive 
tyi^ and tube, latex-based adhesives, sports 
goods, rubber-covered rollers, etc Kerala oc¬ 
cupies the fifth rank with a share of 11.82 
per cent. 

Since 1930s the growth of NR-based in¬ 
dustries in India was in tune with the general 
pattern of industrial growth characterised by 
a high degree of regional concentration. For 
instance, the first two automotive tyre fac- 
tones in the country were established in West 
Bengal (1936) and Maharashtra (1942) while 
it was only in I960 that such a unit was 
established m Kerala. To understand the 
region's cost advantage/disadvantage in rela¬ 
tion to the all-India pattern, a comparison 
of the major components of total value of 


output for the tyre and tube sector is attemp¬ 
ted in Ikble 11. The choice of census sector 
is guided by the consideration of capturing 
the average behaviour of less-heterogeneous 
units in terms of size characteristics. 'Ib avoid 
abnormalities, we are esiamining the average 
of the latest three-year period for which ASI 
data are available. 

Ihble II indicates that Kemla had the third 
lowest position in material costs, second 
lowest in fuel costs and rent compared to 
other six states during the three-year period. 
But the share of interest is the highest in the 
state. Profit expressed as a proportion of 
total value of output is the second lowest in 


the state and it is lower than the ail India 
average. However, during the year 1982-83 
Kerala had the lowest material cost and the 
highest profitability though with the second 
highest share of interest. 

Among the major componcnte ot total 
value of output in Kerala, one striking aspect 
is a comparatively higher share of interest. 
One possible explanation is that the tyre and 
lube manufacturing units in the sttte could 
not avail adequate financial assistance from 
national or state level soft loan lending agen¬ 
cies. It is also possible that the accumulated 
interest arrears of the units might have 
reflected in the final picture since till recently 


Table 13: Bask Indicators of Productive Efficiency—Tvre and Tube Sector—Census 
Sector. Three-Year Average 

(Rs in iakh) 


States/ 

Indicators 

Fixed 

Capital 

Nei Value 
Added 

Net Value 
Added 

Fixed 

Capital 

Emoluments 

Net Vklue 
Added 

Labour 

Output 

Labour 

Labour 

Kerala 

1.91 

0.35 

0.21 

1.06 

0.18 

West Bengal 

0.89 

0.33 

0.18 

0.29 

0.19 

Tamil Nadu 

1.34 

0.22 

0.08 

0.29 

0.17 

Karnataka 

8.84 

0.22 

0.09 

1.93 

0.12 

Maharashtra 

0.54 

0.49 

0.17 

0.27 

0.27 

Punjab 

0.65 

0.15 

0.12 

o.to 

0.07 

Uttar Pradesh 

1.83 

0.42 

0.13 

0.77 

0.18 

All India 

1.31 

0.41 

0.16 

0.54 

0.18 


Source: Same as Table 2 and data foi respective years. 


fABLi II: Share OF Major Comfonents of Total Vaiue of Output in Tyre and Tube Industry (Census Sector) 

Shares as Per Cent of Total Value of Output 


Slate/ 

Components 

Materials 

3-Year 

Average* 

Fuels 

3-Year 
Average 

Emoluments 

3-V:ar 

Average 

Additional 

Emoluments 

.'■Year 

Average 

Rent 

3-Year 

Average 

Interest 

3-Year 

Average 

Depreciation Other Inputs 
3-Year 3-)fear 

Average Average 

Profit 

3-War 

Average 

Kerala 

68 49 (3) 

3 74 (2) 

5.79 (5) 

1,18 (5) 

0.08 (2) 

11.74 (7) 

5.50 (6) 

1.77 (1) 

1.71 (6) 

West Bengal 

66.80 (1) 

5.46 (5) 

8.93 (7) 

1.56 (7) 

0.03 (1) 

3.95 (5) 

1.79 (4) 

7.55 (7) 

3.91 (5) 

Tamil Nadu 

75.30 (6) 

6.42 (7) 

5.56 (4) 

1.17 (4) 

0.11 (3) 

1.43 (1) 

1.44 (3) 

4.38 (3) 

4.19 (4) 

Karnataka 

68,27 (2) 

4.00 (3) 

3.98 (1) 

0.87 (3) 

0.23 (5) 

9.91 (6) 

8.24 (7) 

7.36 (6) 

-2.86 (7) 

Maharashtra 

72.10 (4) 

5.01 (4) 

7.70 (6) 

1.37 (6) 

0.20 (4) 

2.78 (3) 

1.35 (2) 

4.75 (4) 

4.74 (2) 

Uttar Pradesh 

73.08 (5) 

3 55 (1) 

4.94 (3) 

0.61 (2) 

0.38 (6) 

2.80 (4) 

4.20 (5) 

6.03 (5) 

4.32 (3) 

Punjab 

78.21 (7) 

6.12 (6) 

4.93 (2) 

0 42 (1) 

0.11 (3) 

1.68 (2) 

0.92 (1) 

2.64 (2) 

4.97 (1) 

All India 

69.29 

4.74 

5.91 

1.02 

0.19 

3.83 

2.70 

9.86 

2.46 


• The three-year period refers to 1980-81, 1981-82 and 1982-83. 

Figures in brackets indicate respecii'-e ranking of different components for the three-year period. 
Source: Same as 1hble 2 and data for respective years 


Table 12: Share or Major Components or Totai Vauie of Output in Other Rubber Products Group (Census Sector) 
Shares as Pei Cent of Total Value of Output—Three-Year Average 


States/ 

Materials 

Fuels 

Other Inputs Emoluments 

Additional 

Emoluments 

Rent 

Interest 

Depreciation 

Profit 

Kerala (31.1) 

78.9 

2.5 

2.9 

4.3 

0.6 

0.1 

1.6 

0.7 

8.4 

Ikmil Nadu (22.4) 

50.3 

4.2 

16.5 

13.8 

1.8 

0.5 

2.8 

2.3 

7.8 

Maharashtra (12.9) 

47.0 

5.6 

18.2 

16.7 

3.0 

a3 

6.1 

2.8 

0.3 

West Bengal (9.7) 

66.3 

4.6 

10.5 

19.3 

3.0 

0.3 

5 4 

1.4 

-10.8 

Uttar Pradesh (2.7) 

52.6 

9.1 

7,7 

6.1 

0.5 

0.3 

3.8 

4.0 

15.9 

Punjab (1.0) 
Sub-toul (79.8) 

71.4 

6.2 

5.5 

8.4 

1.1 

0.1 

2.8 

3.4 

I.I 

All India (100.0) 

62.1 

4.4 

11.3 

10.8 

1.6 

0.3 

3.5 

2.0 

4.0 


Figures in brackets represent percentage shares of selected stales in total value of output of the other Rubber Products Group in the Census 
Sector for the year 1982-83. 

Source: Same as Table 2 and data for respective years. 
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DHANALAXMI 
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Got rebate in 
Income Tax 
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National Savings Scheme 1987 

• 100% Income Tax Rebate on investment u/s. 
80-CCA, 

• Maximum Limit of investment is now 

Rs. 40.000 P.A. 

• Rate of Interest — 11 Per Cent. 

• An Aduh/Tax Paying Minor/Hindu Undivided 
Family can open the account 

Public Provident Fund 

• Income Tax Rebate u/s. 88 of the Income Tax 
Act on investment upto Rs 50,000 P A. 

• bmit of Subscnption — Minimum Rs. 100/- 
and Maximum Rs 60,000 P A 

• Tax Free 12% Compound Interest 

• Facility for loan and non-refundable 
withdrawals. 

• Re. 10.000 invested per year become 
Re. 4,17,532 at maturity. 


National Savings Certificates, 

"^nr Issue 

• No limit on Investment. 

• Investment of Rs. 50,000 will be eligible for 
deduction at rate of 20% from Income Tax 
u/s. 88 of the Income Tax Act. 

a 12% Interest Compounded half yearly. 

Rs 1,000 become Rs. 2,015 after 6 years. 

• Interest accrued annually is ebgible for tax 
rebate u/s. 88 and 80- L of the I.T.A. 

Contact 

Directorate of 
Small Savings, 

Government of Maharashtoa. 

New Administrabve Building, 

8th Floor, Bombay 400 032 

Assistant Director of 
Small Savings. 

C/o District CoUectorate. 
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the operational results of at least two units 
in the state were not encouraging. 

Kerala’s share in total value of output of 
the other rubber products (except footwear) 
in the census sector was the highest in 
1982-83 amounting to 31.10 per cent. The 
shares of the major components of total 
value of output of this group in the state 
represents a completely different picture. 
Ihbie 12 summarises the details. 

Relative shares of the components of total 
value of output of other rubber products 
group in Kerala are lower than the national 
average except in the cases of materials and 
profit. In Kerala, this industry group mainly 
include NR processing industries and latex- 
based rubber goods manufacturing units. 
Therefore, it is quite natural that the share 
of material inputs will be relatively larger 
reflecting a higher NR content, inter-year 
fluctuations in the share of profit are less 
suggesting a comparatively steady perfor¬ 
mance of this group. Moreover, when pro¬ 
fit is represented as a percentage of total in¬ 
vested capital, Kerala lops the list in this 
industry group throughout the three-year 
period under consideration. 

The analysis of the shares of major com¬ 
ponents of total value of output is inade¬ 
quate to explain the productive efficiency of 
NR-ba$ed industries in Kerala vis-o-vis all- 
India pattern and other major stales. 
Therefore, certain basic structural ratios and 
technical coefficients are examined. Ihble 13 
shows the basic indicators of productive ef¬ 
ficiency in fhe automotive tyre and tube 
manufacturing sector. 

Ihble 13 indicates that Kerala's automotive 
tyre and tube manufacturing industry is 
characterised by the syndrome of relatively 
poor capital-productivity and higher capital- 
intensity as IS evident from the second 
highest capital-output ratio and capital- 
labour ratio. However, during the year 
1982-83 there was a marked improvement in 
capital-output ratio and Kerala fared better 
than other states except Maharashtra and 
Tkmil Nadu. Labour productivity was the 
highest in Kerala during the three-year 
period and in 1982-83 there was a quantum 
jump. But the earnings per labour is not in 
tune with the labour productivity indicating 
a situation of higher labour productivity and 


comparatively lower level of wages. The net 
value added per unit of output is the highest 
in Kerala during the three-year period as wdl 
as in 1982-83. 

To sum up, the analysis of the major com¬ 
ponents of the total value of output as well 
as the basic structural ratios and technical 
coefficients suggests that location-wise 
Kerala is not in a disadvantageous position 
with regard to automotive tyre lutd tube 
manufacturing industry. The basic data on 
the total value of output and capital stock 
of the industry for the three years clearly 
show that in Kerala the value of output has 
increased to the extent oi 131 per cent bet¬ 
ween 1980-81 and 1982-83 without any' 
substantial changes in the total value of 
capital stock. Alternatively, it becomes evi¬ 
dent that if the capacity utilisation in the 
industry can be maintained at economic 
levels, automotive tyre and tube manufac¬ 
turing in Kerala is as profitable as elsewhere 
in India 

Kerala’s position with regard to other rub¬ 
ber products reflects a comparatively 
positive and consistent picture. Ihble 14 
shows the basic indicators of productive ef¬ 
ficiency for other rubber products group 
(excluding fooiwear). 

As is evident from T^ble 14, Kerala had 
the lowest capital-output ratio reflecting a 
higher capital-productivity compared to 
other states and the all-India average in the 
other rubber products group. Its labour- 
productivity IS also one of the highest but 
earnings per labour and capital-intensity are 
lower compared to all-India average. The 
ratio of net value added to total value of out¬ 
put is one of the lowest in the state indicating 
the dominance of industries with higher 
share of raw material costs in the total value 
of output. A higher capital productivity and 
labour productivity coupled with relatively 
lower earnings per worker suggests the 
possibilities of higher rates of profit in this 
industry group. One important characteristic 
of this industry group is that during the 
three-year period inter-year changes in the 
values of the relevant ratios were relatively 
lesser in ihc case of Kerala 

One of the important conclusions emerg¬ 
ing from our analysis is that a near monopo¬ 
ly position in the production of NR did not 


help Kerala to achieve a desirable level of 
development in rubber-based industries. 
Backward linkages of the rubber plantation 
industry are weak and a careful scrutiny of 
forward linkages of the industry clearly 
shows that in Kerala they are mainly con¬ 
fined to the NR processing industries with 
limited linkage effects. Relative shares in 
installed capacity, employment and total 
value of production in the dominant 
automotive tyre and tube manufacturing in¬ 
dustry and its allied industries are negligible 

An analysis of the major components of 
total value of output and basic indicators of 
productive efficiency of the tyre and tube in¬ 
dustry in Kerala compared to other selected 
states shows that locationklly Kerala is not 
in a disadvantageous position and un¬ 
economic levels of capacity utilisation is 
identified as the main problem. Therefore, 
the potential for establishing units manufac¬ 
turing tyre and tube as well as selected inputs 
is worth exploring. 

Kerala’s performance in the case of other 
rubber products group appears to be^tter 
than the selected stales and all-India average 
There are also evidences to point out that 
the state had better results in those industries 
and products where the NR content is 
relatively higher. Incidentally, for export of 
rubber goods, government of India is en¬ 
couraging rubber products with high NR 
content by offering an NR subsidy to offset 
the differences between international and 
domestic NR prices. India is also importing 
a variety of rubber products and during 
1986-87, the total value of imports was 
Rs 63.68 crore. lb lake advantage of the 
changing requirements^f internal and ex¬ 
port markets needs a careful study to iden¬ 
tify specific products with market potential. 
It may call for product diversification which 
reouiies meticulous co-ordination. 

Among the three by-products of the rub¬ 
ber plantation industry, rubber wood has the 
largest industrial potential. Shortage of 
traditional hard wood varieties and their 
steadily increasing prices are two serious pro¬ 
blems for consideration. Malaysia’s sustain¬ 
ed efforts in converting rubber wood com¬ 
parable to hard wood varieties after chemical 
treatment proved to be successful and today 
rubber wood-ba.sed furniture and other 
wood products are well accepted in the world 
market. Hence, modernisation and expan¬ 
sion of rubber wood processing facilities in 
the state assume great importance. The 
potential of rubber honey is also very pro¬ 
mising. Popularisation of bee-keeping in the 
rubber growing areas and establishment of 
central honey processing units are also 
expected to yield the desired results. 

In conclusion, it becomes necessary to 
point out that exploitation of NR-based 
industrial potential in Kerala needs iden¬ 
tification of industries and products having 
locational advantage and a comparatively 
higher linkage effects. Ironically, after more 
than 30 years of the formation of the state, 
no attempt has been made so far to establish 


Tabik 14: Bask Indk atoxs ot PaoDuciivr BrncirNi y~Oihi r Rubbf.r Products Uroup— 
Census Sfctor. THRfct-YrAR Avfrac.e 

f/ts m lakh) 


States/ 

Indicators 

Fixed 

_f'ipital_ 

Net Value 
Added 

Net Value 
Added 

Labour 

Nel Value 
Added 

Output 

Fixed 

Capital 

l.abour 

Emoluments 

l.abour 

Kerala 

0.34 

0.32 

0.15 

0 II 

0.10 

West Bengal 

0.64 

0.08 

0.17 

0.05 

0 10 

Tamil Nadu 

0.46 

0.35 

031 

0 16 

0 18 

Maharashtra 

0.63 

0.14 

0.26 

009 

Oil 

Punjab 

1.19 

O.ll 

OIS 

013 

0 08 

Uttar Pradesh 

0.82 

0.29 

0.26 

0 24 

0.07 

All India 

0.61 

0.19 

0 22 

012 

0.11 


SouKf. Same as Tible 2 and data for respective years. 
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an agency for the promotion and guidance 

of NR-based industries in Kerala. 

Notes 

1 The factors attributed to the industrial 
stagnation in the state fange ftom structural, 
historical and high labour costs. For a 
detailed discussion on the subject, tee 
Subtamanian and Pillai (1985). Issac and 
Tharakan (1986), Heport of the High Level 
Committee on Industry, Ti-ade and Power 
(1984). 

2 Kerala’s industrial structure is characteris¬ 
ed by the dominance of industries with 
weaker inter-industry linltaget and the 
absence of a sizeable share of ‘foot-loose’ 
type of industries in total value added and 
industrial employment. 

3 Automotive tyre and tube industry is one 
ar"'-; •!«> five major industrial groups in 
the state. The share of the tyre and tube in¬ 
dustry group in the total value added in the 
census sector of the sute was 7.33 per cent 
during the year 1982-83 occupying the third 
position below fertilisers and pesticides and 
electricity. 

4 For details see Indian Rubber Statistics 
(1987-88). 

5 The share of the census sector in the total 
value of output of the rubber goods in¬ 
dustry IS around 84 per cent during 1982-83. 

6 As opposed to the balanced growth theory, 
this approach empha.sises technological 
relationship between different sectors as 
the prime mechanism of growth (.see 
Hirschman, A O (1958)) 

7 One of the main determinants of the 
linkages is the distribution of value added 
among the different factors of production. 
Historically, a major portion of the surplus 
created in the erstwhile tropical colomes was 
repatriated to the metropolitan countries 
For a detailed account sec Beckford (1972), 
Dawood (1980), Buchanan (1966), Melman 
(1963), Mymt (1973). Flkan (1979), Munsi 
(1984), George and Tharakan (1986). 

8 Structural changes in the rubber plantation 
industry are dealt in George et al (1988). 

9 At present, Kerala accounts for around 87 
per cent of the total area under rubber m 
the country. 

10 Polythene sheet is the rainguarding material 
used by the industry for tapping during the 
rainy season. 

11 Al the bottom it is the village-level dealers 
who purchase the NR from the growers who 
in their turn sell it to dealers operating al 
the towns A maiority of the final con¬ 
sumers have direct links only with the big 
dealers operating in the terminal markets. 

12 The gross value of production of the in¬ 
dustry IS estimated to be around Rs 2,600 
crore. The industry provides direct employ¬ 
ment to about 50,000 people and indirect¬ 
ly over three lakh people See jyreand Tlibe 
/ndutfry (1987) and Productivity in Tyre In¬ 
dustry (1989) 

13 Among the 12 large units, eight units con¬ 
trol around 72 per cent of total production 
of the tyre and tube m India as on 1988. 

. See Productivity in Tyre Industry, op cit. 

14 During the year 1986 following were the 
prices for four major inputs 


(Price per 


Inputs 

Indi¬ 

genous 

Price 

CIF 

Price* 

SBR 

25.50 

10.00 

Polybuuidiene rubber 

20.72 

14.28 

Carbon black 

19.00 

8.70 

Nylon fabric 

100.00 

36.40 


* Prices exclusive of duties. 


15 Recently, there are at least two proposals to 
establish laige units manufacturing utanium 
di-oxide outside the state in the private 
sector. 

16 According to the Rubber Board’s estimate, 
annual produaion of rubber seed is around 
40,000 MT valuing Rs 4 crotc The data per¬ 
taining to seed cake and seed oil are also 
based on Rubber Board estimates. 

17 See Haridasan (1977) for details. 

18 In Ihmil Nadu, groundnut oil processing 
starts only in late December. 

19 During 1985-86 total production of honey 
in India was 5,480 MT of which honey 
originated from rubber plantations was 
estimated to be 2,280 MT. See Haridasan 
et al (1987). 

20 Government intervention and a deficit 
supply of NR in the domestic market are 
considered to be the two important factors 
contributing to a steady remunerative price. 

21 Unremunerative prices of tea compared to 
rubber is one of the main reasons for the 
large scale shifting. See Tea Board (1979). 

22 According to a recent study even during 
1978-79 Maharashtra, Gujarat, West Bengal 
and Tamil Nadu accounted for 55.49 per 
cent of the total value of industrial produc 
lion, in the country See Bharadwaj (1982) 
and V Surendar (1986) 
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Prehistory of Indian Environmentalism 

Intellectual Traditions 

Ramachandra Guha 

The historical study of natural resource cot\flict and the anthropological study of indigenous conservation systems 
are two important ways in which we can construct a lineage for Indian environmentalism. This essay takes up 
yet a third alternative, the provision of an intellectual genealogy for the movement. The concern here is with those 
forgotten thinkers in India who, in a rational, reflective mode, provided important insights into people's relation¬ 
ship with nature. 


THE British environmental movement has 
been recently characterised as 'monumental¬ 
ly ahistorical’,' an indictment that applies 
with equal force to its Indian counterpart. 
The beginnings of the environmental move¬ 
ment in India are conventionally dated to the 
early 1970s, although there are dilTcrences 
as to its foundational event. Thus, officials 
locate the movement’s origins in Indira 
Gandhi’s famous ‘poverty and pollution’ 
speech at the 1972 Stockholm Conference 
on the Human Environment whereas ac¬ 
tivists point to the Chipko Andolan, which 
broke out a year later. Here it is apposite to 
recall Maurice Dobb’s remark that Soviet 
planning did not spring full blown from the 
head of Lenin; likewise, Indian environmen¬ 
talism did not begin either with Indira 
Gandhi or Chipko. 

All social'movements require a history, 
and many have found it necessary to invent 
one. Providing a genealogy for Indian en¬ 
vironmentalism could take one of three 
distinct, if complementary, paths. First, one 
could document the prehistory of contem- 
^''•ary social conflicts over nature. Indeed, 
conflicu over forests—and to a lesser extent, 
water—have been an integral part of the 
rural landscape for over a century, even if 
such struggles did not always resonate with 
the agenda of the Congress Party or inform 
tiM deliberations of its Nation^ Planning 
Committee. The home of Chipko, the 
Uttarakhand Himalaya, was itself the bat¬ 
tleground of the most bitter of these con¬ 
flicts in the colonial period. ^ 

A second alternative is the recovery of 
tradirional attitudes to nature and conser¬ 
vation in Indian society. At the level of ‘high’ 
culture one could analyse the envirorunental 
implications of the major Indian religious 
traditions—Hinduism, Islam, Buddhism, 
Jainism, Christianity, and Sikhism.’ At the 
level of folk cosmology and practice, a 
fertile, yet little explored area of study is of 
the social insitutions regulating the use of 
nature in different tribal, peasant, artisanal, 
rishing and nomadic communities.^ 

The historical study of natural resource 
conflict and the anthropological study of 
indigenous conservation systems are two 
important ways in which we can construct 
a lineage for Indian environmentalism. This 
essay takes up yet a third alternative, the 
provision of an intellectual genealogy for the 
movement. That is, our concern is with those 


forgotten thinkers who, in a rational, reflec¬ 
tive (if you will, ‘secular’) mode, provided 
important insights into the human-nature 
relationship in India. 

Some caveats are in order. First, for the 
writers I deal with the environment question 
is invariably and explicitly embedded in a 
larger perspective on social reconstruction. 
Therefore, my presentation will have to 
follow a different trajectory from that 
relied upon by historians, for example, of 
American environmental ideas. The bipolar 
categories used by those chroniclers— 
preservation/utilitarian or anthropo- 
ccntric/bioccntric—have an inherent 
tendency to disembed attitudes towards 
nature from their social context.’ In con¬ 
trast, my categories do not privilege Nature 
over Society (or vice versa); they are, I hope, 
more fully socio-ecological. The boxes I use 
to locate my representative thinkers are 
labelled ‘countryside’, ‘city’, ‘forest’, and 
finally a category which subsumes the first 
three, ‘social ecology’. 

Second, while the thinkers 1 study did pro¬ 
vide striking anticipations of present day 
concerns, they were not themselves engaged 
in an environmental debate. Notably, 
though, all wrote in the ferment of the 
Indian national movement, when issues of 
social policy such as health, work and 
science, were being debated with intensity.*^ 
IVue, some of these writers were relating, in 
an individual way, to some of these debates. 
However, it is best to treat their writings as 
discrete, segmented though significant con¬ 
tributions to the history of human ecological 
thinking in India. 

Third, my ecological pioneers include 
both Indians and Englishmen. The handful 
of writers I shall consider include a Indian 
university scholar with nationalist sym¬ 
pathies, a full-time Gandhian constructive 
worker, an Oxford priest who left Church 
and King to become an Indian citizen, and 
a Scotsman who first came to India at the 
invitation of the colonial government. This 
juxtaposition was quite accidental, but 
perhaps there is a lesson here for those who 
would marry environmentalism to cultural 
nationalism. 

The Countryside 

It is, 1 think, fair to say that the Indian 
environment debate is an argument in the 


cities about what is happening in the coun¬ 
tryside. Conflicts over forests and water, in 
particular, between a subsistence-oriented 
rural sector and a commercially-oriented 
urban-industrial sector, provide the material 
backdrop to these debates. Interpreting these 
conflicts, environmentalists claim that pre¬ 
sent patterns of natural resource utilisation 
deprive poorer sections of the rural popula¬ 
tion of their rightful inheritance even as 
they accelerate processes of ecological 
destruction.’ 

In calling for a rever.sal of state priorities, 
towards more directly serving the needs of 
the (subsistence) rural seaor, Indian en¬ 
vironmentalists have continually invoked the 
name of Mahatma Gandhi. The energy- and 
capital-intensive pattern of industrialisation 
followed since 1M7 is bitterly attacked as a 
betrayal of the national movement which 
Gandhi both orchestrated and directed, a 
movement which promised its peasant base 
a New Deal in independent India. Although 
the alternatives are rarely spelt out, it is clear 
that agrarianism—viz, the belief that a 
civilisation founded on agriculture alone can 
guarantee ecological and social stability— 
is the dominant strand in Indian environ¬ 
mentalism. Expectedly, the pre-eminent 
Indian agrarian, Mahatma Gandhi, is held 
to be the founding figure of the environmen¬ 
tal movement. 

In the sphere of action, the claim of 
Indian environmentalists to be working in 
the tradition of Gandhi has some justifica¬ 
tion. For, in drawing public attention to the 
social consequences of environmental 
degradation, social action groups have relied 
to a considerable extent on the classic 
Gandhian techniques of the hunger fast 
(‘bhook hartal’), the walking tour 
(‘padayatra’) and non-violent protest 
(satyagraha). There is however, a further 
claim that at an ideological level too, there 
is a direct line of continuity from Gandhi 
to modern day environmentalists. 

But was Gandhi himself an early en- 
viromnentalist? Undeniably, his denuncia¬ 
tion of industrial civilisation is amenable to 
an ecological reading; in particular his argu¬ 
ment that capitalism and communism were 
merely two variants of a destructive model 
of industrialisation, and his appreciation of 
the resouice exploitation of the countryside 
by the city, and of the colony by the 
metropolis. And insofar as the wasteful use 
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of nature it, ultimately, the coniequeoce of 
RKHiice wasteful lifestyles, Gandhi’s own 
code of voluntary sim^icity offers a sus¬ 
tainable alternative to consumerism.* 
However. Gandhi was noi himself a 
systematic thinker who outlined a unified 
and consistent social philo.sophy. Modem 
environmentalists claiming his inheritance 
would do well to acquaint themselves with 
the man who actually formalised Gandhian 
economics. This was J C Kumarappa, an 
accountant who abandoned a prosperous 
commercial career to join Oandiii in the late 
1920s. At the Mahatma’s behest, kumarappa 
worked out a coherent ideoiogical frame¬ 
work in justification oi a 'village-centred 
economic order’, of which icsource conser¬ 
vation was an integral part. He was to spend 
more than three decades studying the 
agrarian economy, with a view to rehabili¬ 
tating it on sound social and what we would 
now call ecoiogietd principles. 

Kumarappa’s economic and ethical 
defence of agrarian civilisation hinged on a 
novel distinction he made between ‘pack 
typd and ‘herd typef societies. He developed 
this contrast from the non-human world, 
between animals like the wolf who were 
predatory, aggressive and carnivorous, and 
animals Uke the sheep which were peaceable, 
non-violent, and vegetarian. In the human 
world, the starkest example of the ‘pack 
type’ was of course the modem west. After 
only a short period as an agricultural 
civilisation, the west was overtaken by the 
Industrial Revolution; consequently, its 
societal features were heavily marked 1^ the 
hunter, nomad, and industrial stages of 
human evolution—all predatory pack type 
societies. By contrast, long settl^, stable, 
agrarian cultures like China. India and 
Japan (before the last named began its 
forced inarch to industrialisation) were held 
up as exemplars of gentler herd type 
societies. Extending this distinction to the 
sexes, Kumarappa claimed that in general 
man belongs to the pack type, woman to the 
herd type. As custodians of culture and the 
family, women, even in pack type societies, 
were invariably less self-centred than men. 

In Kumarappa’s ideal-typical presentation, 
pack type cultures were characterised by; 

(1) centralisation and concentration of 
power in individuals and small groups; 

(2) disregard of the welfare of workers; 

(3) suppression of the individuality of 
workers; 

(4) motive force for all acetivities being 
provided by the prospect of gain; 

(5) concentration and limited sharing of 
benefits; 

(6) predatory rather than altmistic social 
organisation; 

(7) collective action for aggressive 
purposes. 

In contrast, herd type cultures were 
highlighted by: 

(1) social control overproduction and the 
decentralisation of power; 

(2) attempt.s to safeguard the weak and 
helpless; 


(3) encouragement of individual growth; 

(4) motive force for all activities the 
satisfaction of needs according to an 
altruistic point of view; 

(5) collective action only for internal 
safety and consolidation.* 

What are the ‘environmentar implications 
of Kumarappa’s work? Strewn through his 
writings are observations with profound 
ecological consequences, though he of 
course does not express it in these terms. 
This remark, for instance, could welt serve 
as a basic condition for ecological respon¬ 
sibility: “If we produce everything we want 
from within a limited area, we arc in a posi¬ 
tion to supervise the methods of production; 
while if we draw our requirements from the 
ends of the earth it becomes impossible for 
us to guarantee the conditions of produc¬ 
tion in such places!’"’ 

More relevant to our purposes is 
Kumarappa’s denunciation of industrial 
civilisation. As he pointedly remarks, ‘there 
can be no industrialisation without preda¬ 
tion*, while agriculture is, and ought to be, 
“the greatest among occupations”, in which 
“man attempts to control nature and hi.s own 
environment in such a way as to produce the 
best results”. Elsewhere, he expresses this 
contrast between agriculture and industry in 
terms of their attempted modifications of 
the natural world. Thus, 

In the case of an agricultural civilisation the 
system ordained by nature is not interfered 
with to any great extent. If there is a vana- 
tion at all, it follows a natural mutation. The 
agriculturist only aids nature or intensifies 
in a short time what takes place in nature in 
a long period . Under the economic system 
of the ‘pack type* derived, as it is, from the 
primitive hunter and feudal baron, we find 
that variations from nature are very violent 
in that a large supply of goods is produced 
irrespective of demand, and then a demand 
is artificially created for goods by means of 
clever advertisements." 

In this scheme, the task of man is to 
co-operate intelligently and lovingly with 
Nature’s Economy of Bermanence. However, 
like most Gandhians of his generation 
Kumarappa was an immensely practical 
man, primarily interested not in theoretical 
reflection but in ameliorating the lot of the 
Indian peasant and artisan. An acute set of 
observations thus emerge from his own Held 
experience and constructive work, on how 
to more carefully husband the natural 
resources of the agrarian economy. He 
stresses the need to use night-soil as manure, 
asking for subsidies to be given to 
individuals, as a means of overcoming caste 
prohibitions, for converting human excreta 
and village waste into compost manure. 
Again, he views the substitution of chemical 
fertiliser for organic manure as an example 
of the Economy of Permanence yielding to 
the man made Economy of TVansience. He 
comments on the poor maintenance of 
irrigation tanks under British rule, and also 
pleads for the conservation of water to aug¬ 
ment the water table and reduce brackish¬ 


ness. Hr does not fail t'o observe, citiKr, that 
tn villages where dean drinking water is 
available for upper castes, untouchables are 
not similarly privileged.'* 

Water is by no means the only natural 
resource whose conservation Kumarappa is 
concerned with. He dwells on the tmpor- 
tance of maintaining soil quality by check¬ 
ing erosion and water logging. And in a 
pithy comment on actual and preferred 
models of forest management, he says; 

The government will have lo radically revise 
its policy of maintaining forests. Forest 
management should be guided, not by con¬ 
siderations of revenue but by the needs of 
the people... Forest planning must be based 
on the requirements of the villagers around. 
Forests should be divided into two main 
classes: (1) those supplying timber to be 
planned from the long range point of view, 
and (2) those supplying fuel and grasses, to 
be made available to the public either free 
of cost or at nominal rates. There are village 
industries such as palm gur, pai;>ei making, 
pottery, etc, which can floui ish only if fuel 
and gnuss can be supplied to ihetn at cheap 
rates.” 

Equally far-sighted are Kumarappa's 
remarks on potential biomass shonages in 
the rural economy. Here he is particularly 
concerned about fodder availability. He 
points out that cash crops like jute, tobacco 
and sugarcane reduce food availability for 
men and his domestic animals. Elsewhere, 
he draws attention to the widespread com¬ 
plaint of villagers that there is not sufEcient 
grazing land, taking the colonial government 
to task for its reluctance to allow grazing on 
waste land without the payment of a fee. Nor 
are his horizons restricted to the cultivator. 
Thus he asks that waste paper and grass 
from state forests, at the time auctioned to 
the highest bidder, be made over at modest 
rates to the handmade paper sector. 
Kumarappa's preference for small industry 
is dictated in part by considerations of 
resource conservation. A large modem paper 
mill, he points out, must necessarily rely 
upon freshly cut bamboo taken directly from 
the forests. By contrast, paper made by the 
cottage process could draw upon discarded 
and rotten bamboo earlier used for mats, 
baskets, and rooEng material.'* 
Kumarappa was virtually the only 
economist of his generation to question the 
centralised and re.source intensive path of 
development adopted in independent India. 
In 1937, he was appointed to the National 
Planning Committee as a representative of 
the All India Village Industries Association. 
He resigned his seat shortly afterwards, 
when the NPC refused to put the village at 
the centre of planning. After independence, 
Kumarappa was deputed by the Sarva Sewa 
Sangh to represent it in the Planning Com¬ 
mission’s Advisory Body, but again failed 
to End a receptive audience for his views on 
economic reconstruction.'' 

Quite apart from his concern for the 
careful husbanding of natural resources, 
there are several ways in which Kumarappa 
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anticipated the alternate theorists of today. 
Like hU mentor, he was a critic of both 
capitalism and communism, holding them 
to be but two variants of a centralising, 
destructive and violent system of produc¬ 
tion.Following Gandhi too in questioning 
the reign of Economic Man, Kumaiappa 
went on to challenge modem civilisation for 
diseiilbedding the economy from its etiiical 
and cultural moorings—a decade before 
Karl Polanyi was to lend intellectual respec¬ 
tability to such criticisms.'^ Finally, in seek¬ 
ing to build a new order on the foundations 
of Indian civilisation, Kumarappa is pro¬ 
foundly sympathetic to pre-modern systems 
of thought and action. 

Thus, Kumarappa could be said to have 
begun the task of building an ecological 
programme on Gandhian lines. Although 
they are almost wholly unaware of his work, 
the environmentalists of today are only tak¬ 
ing up where he left off. 

The City 

In the annals of folklore and political 
economy, the countryside is invariably op¬ 
posed to the city. And in their rejection of 
modern society, environmentalists are fre¬ 
quently accused of turning their back on the 
city." India is no exception in this regard. 
For in their angry denunciations of the 
urban-industrial way of life, Indian en¬ 
vironmentalists have yet to come to terms 
with the fact that by the turn of the century 
India shall have the largest urban popula¬ 
tion in the world. This would seem to call 
for an active engagement with the problems 
of the city, for which something environmen¬ 
talists are as yet largely unprepared. 

The foremost modem interpreter of the 
city is undoubtedly Lewis Mumford. Un¬ 
fairly accused of being yet another intellec¬ 
tual versus the city, Mumford’s lifelong con¬ 
cern was rather with making the city 
habitable. His woik in urban history and dty 
planning can also be read as an ampliFica- 
tion and extension of the ideas of his master, 
Patrick Oeddes." 

Like Mumford a polymath who ranged 
widely over the humanities and life sciences, 
unlike his disciple Geddes was a madden¬ 
ingly obscure writer. As a long time pro¬ 
fessor of Botany and activist city planner in 
Scotland, he inspired students primarily 
through the spolm word and by force of 
example. For those with patience, however, 
there are veritable nuggets to be found in his 
writings. This is certainly the case with the 
several dozen town plans he wrote while in 
India from 1915 to 1919, as a guest suc¬ 
cessively of the colonial government and 
Indian princes.^ 

Apart from his seminal work in the theory 
and practice of town planning, Geddes also 
made a more general contribution to 
ecological thinking. No less a person than 
A G Hmsley noted Geddes’s influence on 
early ecological studies of the Scottish 
Highlands, while the American ecologist 
Paul Sears hailed his impact on the geo¬ 


grapher Dudley Stamp, the regkmalist Lewis 
Mumford, and the ecologist C C Adams.^' 
Another commentator held Geddes’s 
greatest contribution to be his recognition 
of the interrelationship of the human and 
natural environments, and consequently that 
physical planning, in the city as elsewhere, 
must go hand in hand with social plan¬ 
ning." Geddes insisted that a training in 
sociology was indispensable for the would- 
be planner.^ At a mote philosophical level, 
Geddes was an early harbinger of that 
“general revolution in science now in rapid 
progress, the change from a mechanocentric 
view and treatment of nature and her pro¬ 
cesses to a more and more fully bioctntric 
one".** 

‘Biocentric’ is of course a term much 
favoured by radical environmentalists to 
describe th^ own worldview. But unlike the 
radical socialists of his day and the radical 
ecologists of ours, Oeddes’s interest lay not 
in dreaming of new communities but in stu¬ 
dying and improving the habitats of oiisiing 
cities. As Donald Miller has observed, both 
Geddes and Mumford were concernoJ not 
with Utopia, no plac^ but with Eutopia, the 
best place possible.** However, his town 
plans are far from being dry as dust 
technocratic reports. Wonderfully idiosyn¬ 
cratic; they arc shot through with throw away 
lines and bon mots, while his philosophy 
emerges in the most unexpected places. 

Geddes’s methodological contributions to 
the art of town frianning were his concepts 
of ‘diagnostic survey’—an intensive walking 
tour to acquaint oneself with the growth, 
development and existing status of the city 
being planned for—and ‘conservative 
surgery', the praetke of gentle improvements 
with minimal disru|Mion of people and their 
habitat. These ground rules were meti¬ 
culously observed in his indian town 
plans.** In those reports, the ecological 
thrust is also quite marked. As he reflected 
in his Dacca plan, the town planning move¬ 
ment (of which he was, by common consent 
the vanguard) was itself “on this side a revolt 
of the peasant and the gardener, as on the 
other of citizen, and these united by the 
geographer, from their domination by the 
engineer’’**. 

The centrality of Nature in Geddes’s 
theory of town planning finds expression in 
the one general treatise he wrote on the sub¬ 
ject. There, in order to enhance the beauty 
of the city and the health of its inhabitants, 
he strongly states the “case for the Conser¬ 
vation of Nature and for the increase of our 
accesses to her”, going on to prescribe the 
careful preservation of upland watersheds 
Outside cities and forestry and park-making 
within them.** In his Indian town plans, 
Geddes’s ecological approach is reflected in 
the concrete recommendations for open 
space for recreation, tree planning and pro¬ 
tection (especially, but not exclusively, 
around sacred sites), and perhaps most im¬ 
portantly, for the provision of sustainable 
and safe water supply. In a plea for increas¬ 
ing tree space and garden space, he com¬ 


mended the Indian tradition of narrow 
public thoroughfares with ample courtyards 
within houses, criticising the mt^ern 
tendency in favour of wide, dusty streets 
which he saw as an aid only to the auto¬ 
mobile, an artefact he detested.** While the 
protection of trees would also result in a 
supply of fruit and fuel, the conservation of 
water within the city’s precincts was an 
equally important objective. Therefore, he 
strongly recommended the preservation and 
maintenance of tanks and reservoirs; simul¬ 
taneously a protection against nooding after 
heavy rain, a beneficial influence on climate 
and of course an assured source of water 
(Geddes scoffed at the fear of sanitary 
engineers that these water bodies would be 
a malarial hazard, pointing out that they 
could easily be stocked “with sufficient fish 
and duck to keep down the Anopheles’’).*" 
After a visit to Thana, he recommended the 
protection of welts as a reserve to existing 
water supplies, presciently remarking that 
“any and every water system occasionally 
goes out of order, and is open to accidents 
and injuries of very many kinds; and in these 
old wells we inherit an ancient policy, of life 
insurance, of a very real kind, and one far 
too valuable to be abandoned’’-words that 
planners in Madras. Hyderabad and a dozen 
other cities would do well to remember.*' 
Another theme of contemporary relevance 
in Geddes’s writings, more sociological than 
ecological than nature, is his warning “not 
to coerce people into new places against their 
associations, wishes and interest.. .”** He 
commented sharply on a proposed scheme 
for city improvement in Lahore which would 
have demolished two temples, five mosques, 
two ‘dharamshalas’, many tombs, shops in 
a bazaar and houses, with the police station 
alone being spared. Geddes condemned this 
scheme as an “indiscriminate destruction of 
the whole past labour and industry of men, 
of all buildings good, bad and indifferent, 
and with these, of ail their human values and 
associations, profane and sacred’’.** Again, 
in his Patiala report, he remarks that while 
well intentioned improvers were puzzled by 
the ‘obstinate prejudice’ with which the poor 
clung to their habitations, the objection of 
these people to displacement was founded 
on ‘bitter experience’.** In fact, his ground 
rule for clearance and eviction (even partial 
eviction) was that “these must in any and 
every case be deprecated until and unless new 
and adequate location is provided’’—words 
which in a just world would be on the lips 
not only of the town planner, but the dam 
engineer and missile builder as well.** Not 
surprisingly. Geddes repeatedly clashed with 
engineers and civic officials who wished to 
destroy poor neighbourhoods to clean up (he 
city and build broad avenues.*" 

\^^ll aware of the resource extractive 
characteristics of the archetypal city, Geddes 
sought to harmonise urban living with the 
countryside. He thus called for a “return to 
the health of village life, with its beauty of 
surroundings and its contact with nature”, 
but “upon a new spiral turning beyond the 
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tdd one which, at the same time, frankly and 
fully incorporates the best advantages of 
town-life'’.’’ In the words of his closest 
disciple, to “the lownplanner’s art, Geddes 
brou^t the rural virtues: not merely respect 
for the land and for agricultural processes; 
but the patience of the peasant, and the 
sense that orderly growth is more important 
than order at the expense of growth” (or, we 
may add, growth at the expense of order).’* 

Perhaps the hallmark of Geddes’s 
approach to town planning was its conser¬ 
vatism, i e, “his esteem for every genuine 
material or spiritual value in the local 
heritage, his almost miserly reluctance to 
part with the least scrap of it”. He found 
much to admire and retain in the intUan 
heritage. After a visit to that ‘wonderful dty 
of religion’, Benares, he wrote feelingly of 
the respect he found there for imture, sex, 
creatures, and life itself. In other letters to 
his family, he marvelled at the traditional 
architecture and planning of the south 
Indian temple towns, which, he felt, 
exemplified the “spirit of hope, of impul¬ 
sion, of growth, the temple of the elan vital, 
the spirit of evolution, of whom these Hindu 
gods, whom fools call idols, are as yet in 
many ways (I do not say in all ways) the most 
vital and vivid expressions yet reached by 
man”.” 

Geddes’s organic and vitalistic philosophy 
of ’life insurgent’ was to be more fully 
developed, after his death, by Lewis 
Mumford. Mumford's masterly histories of 
technology and the city owe a considerable 
debt lo Gcddcs. Mumford inherited from 
Geddes ;i luiidameiiialls ecological ap¬ 
proach and a repertoire of neo-logisms— 
neo-technic/paleotechnic, conurbation, 
megalopolis, etc—that he put to innovative 
use.*** As we shall see presently, the thought 
of the Scottish ecologist was also a formative 
influence on the social ecology of a notable 
Indian contemporary of Mumford. But we 
must first encounter an English scholar as 
delightfully eccentric as Geddes himself. 

The Forest 

We come now to the forest, a socio- 
ecological domain which, unlike the city, has 
been in the forefront of the modern en¬ 
vironmental debate in India. As wc have 
noted, Geddes was acutely aware of the im¬ 
portance of tree cover in urban spaces, while 
Kumarappa criticised the separation of 
agriculture and forestry under colonial rule. 
However, our focus in this section is not so 
much on the uses of forest produce but with 
the forest as a living abode, spatially and 
culturally distinct from both the countryside 
and the city. 

Our representative figure here, Verrier 
Elwin, is somewhat better known today than 
either Kumarappa or Geddes, though not 
always for the right reasons. A missionary 
who left the church to join Gandhi, Elwin 
spent a lifetime studying and working 
tunong the tribal people of central and 
north-east India. Apart from collecting 


fcdklote and art, Bwin wrote a series of 
remarkable ethnognirttiea of tribal com¬ 
munities at the mar^utt of survival. One 
focused on the reli^on of the savarras; 
another on the dormitory system of the 
murias; yet another on murder and suicide 
among the marias; and a fourth on the per¬ 
sonality of the bondas of highland Ori^ 
Each of these studies is, deservedly, a minor 
classic Somewhat neglected ate ttwo equally 
powerful works which take tribal relations 
with the forest as their centnd theme: the 
first on a tribe of swidden agriculturists, the 
baigas, the second on the agaria, com¬ 
munities of charcoal iron markers. 

The baiga study is structured around the 
economic and cultural significance of 
’bewar’ (as shifting cultivation is locally 
known) in the life of the tribe:*' Their 
origin myth represents Bhagwan himself as 
esublishing the baiga in the practice of 
bewar, with the admonition: “>bu must not 
tear down the breasts of your Mother Earth 
with the plough like the Oond or Hindu!’ 
These sentiments were given short shrift by 
the British, who from the middle decades of 
the last century attempted systematically to 
destroy bewar. Coloniid objections to bovar 
were rooted in part in an ideology of Im¬ 
provement (wherein settled agriculture 
would ‘civilise’ the tribals by curing them of 
their wayward habiu), and equally by the 
drive towards commercia] forestry, for which 
bewar was an obvious impediment. Accor¬ 
dingly, bewar was bann^ in almost all 
tehsils of the Central Provinces, being 
ultimately confined only to a small patch of 
forest (about 24,000 acres in ail) in the 
Ramgarh tehsil of Mandia distria, known 
hereafter as the baiga ’chak’ (reserve). 

Elwin arrived in the baiga country several 
decades after these attacks on bewar. Yet he 
found that the aboriginals were still not fully 
reconciled to the loss of their traditional 
mode of livelihood. “Every Baiga who has 
yielded to the plough”, he remarks, “knows 
himself to be standing on papi-dharti, on 
sinful earth!’ One tribal said; “When the 
bewar was stopped, and we first touched the 
plough, a man died in every house!’ The 
anthropologist was himself convinced that 
restrictions on bewar, coupled with the ban 
on hunting for subsistence, had economical¬ 
ly and psychologically crippled the baiga. As 
he concluded; “A nomadic tribe, living on 
the fruits of the chase, the rich harvest of 
shifting cultivation, and the natural gifts of 
the forest, is slowly being changed by ad¬ 
ministrative action into a low and degraded 
caste of Hindu cultivators”. 

In passing, Elwin also takes on the ad¬ 
ministration’s claim that bewar destroyed the 
forest, a prejudice that quickly got crystal¬ 
lised as scientific orthodoxy. Although it was 
scholars like Harold Conklin and Clifford 
Geertz who more thoroughly demonstrated 
the ecological wisdom of swidden agri¬ 
culture, Elwin must be credited with being 
the Tirst anthropologist to arrive at this con¬ 
clusion.*’ He was clear that “axe cultivation 
was the despair of every forest officer” only 


because it competed with timber operations 
for territorial control of the forest*’ In his 
famous polemic against Elwin, the Hindu 
sociologist G S Ghurye took him to task for 
arguing that bewar was not harmful to the 
forest. Like most nationalist intdlectuals, 
Ghurye too was an Improver, and he 
therefore insisted that the ‘final word’ tested 
not with the anthropologist but with the 
‘forestry expert’, one of whom he quotes as 
saying that “of ^ practices initiated by man 
the most noxious is that of shifting cultiva¬ 
tion”. In holding tribals to be profligate in 
their use of nature; Ghurye significantly held 
bewar, as an extensive form of agriculture, 
to be violative of the rights of 
non-aboriginals.** 

In placing itself on the side of artisanal 
production, Elwin’s study of the agaria also 
tan counter to the modernist thrust shared 
by the colonial sute and the national move¬ 
ment. The book was composed at the height 
of the second world war, and Elwin’s 
justification for its timing is worth quoting 
at some length. It must seem absurd, he 
wrote: 

even fantastic, to turn from the millions of 
tons of death-dealing steel employed in 
modem battle to the few thousand tons 
smelted annually in thb little clay furnaces 
of central India and used for the simplest 
hunuui implements—ploughshares, axe- 
heads, sickles. \bt in the end the agaria may 
have the advantage; their iron is magic iron, 
vestal iron that is powerful to protect from 
earthquake and lightning and every assault 
of ghoKly enemies; for centuries, their simple 
ploughs and harrows have raised rich crops 
in the wild uplands of the Maikal Hills. This 
aborigiiial iron has brought the law of plenty 
to the jungle; that civilised iron is bringing 
the law of the jungle to the lands of the plen¬ 
ty. In the old days, says the agaria legend, 
‘iron was used as food, not for weapons!*’ 

This brave gesture of defiance not¬ 
withstanding, Elwin was in faa chronicling 
the last days of charcoal iron-smelting. As 
in the case of the baiga, for the agaria too 
colonial forest laws (here coupled with 
foreign competition) were inexondily under¬ 
mining their way of life. In the agaria 
heartland, British territory was interspers¬ 
ed with many princely states, and Elwin 
maps out the desperate migrations across 
political frontiers of agaria smelters thwarted 
at every turn by high taxation and the forest 
department. The agaria revelled in their 
ci^, “generally ddight[ing] in anything tHat 
takes them to the jungle”. But forest laws had 
made these trips fraught with hazard. Even 
at night, the agaria were (dagued with 
dreams about being intercepted, abused and 
beaten up in the jungle 1^ forest offidalt.** 

The baiga and agaria were dose neigh 
hours of the great gond tribe of central 
India, amongst whom Elwin made his home 
from the early 1930s. Although they were 
plough agriculturists, the gond sense of self 
was also deeply interwoven with the forest. 
His gond hosts told Elwin that the lou of 
their forests signalled the ctnning of 
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*lCalyug’-.In this age of tlarkaess, their rich 
mechcal tndition had been rendered ineffec¬ 
tive; and even their gods had left the forest 
for the cities. Asked his idea of heaven, one 
of Elwin’s closest gond friends deHned it as 
“miles and miles of forest without any forest 
guards”.*^ 

The significance of the forest in tribal life 
is a running theme in Elwin's work, from his 
earliest days in a gond village of the Mandia 
district of the Central Provinces to his later, 
policy oriented studies in north-eastern 
India. Noting that a majority of tribal 
rebellions had centred around land and 
forests, he argued forcefully for greater tribal 
involvement in forest management in in¬ 
dependent India. Even if trtbals no longer 
had any legal rights of ownership in the 
forests, Eiwin believed that they had con¬ 
siderable moral rights. And as tribals vrere 
as much part of the national treasure as the 
forests themselves, there should be an 
amicable adjustment between forest 
management and tribal rights and needs. 
Here Elwm suggested (in the event, unsuc¬ 
cessfully) that the tribal forest co-operatives, 
so successful in Maharashtra, should be 
replicated in all other tribal forest areas.^ 

While an enthusiastic supporter of wild 
life conservation,** Eiwin sharply criticised 
game laws which curbed tribal hunting prac¬ 
tices while allowing shikar by outsiders. In 
response to a proposal to allow shikar by 
officials in the North East Frontier Agency 
(NEFA), he recalled that in his years in 
Central India tribals were bitterly hostile to 
outsiders, whether official or non-official, 
coming to hunt the game they regarded as 
rightfully theirs. (One baiga had told Eiwin: 
“even if government passes a hundred 
[game] laws we will do it. One of us will keep 
the offidal talking; the rest will go and shoot 
the deer”.’® Now, he asked for a ‘self deny¬ 
ing ordinance' whereby shikar would be 
baiuKd for outsiders in NEFA. He suggested 
that officials indulge in shikar only when 
invited by tribals to participate in their own 
ceremonial hunt. If this proposal was not 
acceptable to the administration, then Eiwin 
asked foi a stipulation that where an officer 
did shoot a bird or animal, the meat would 
be shared, in the first instance, with the local 
people. Eiwin concluded, htwever, that 
“when we consider the urgent necessity of 
saving the animals of NEFA from the extinc¬ 
tion which now threatens them, combined 
with the possible political repercussions on 
the people of the taking away of their game 
by an ever increasing number of officials, 
1 feel it would be better to ban shooting by 
non-tribals altogether”.’* 

As Eiwin so vividly demonstrated, stale 
forestry and game laws represented a violent 
attack on the economic and cultural integrity 
of aboriginal life. Modern, instrumental 
attitudes to the forest rested on a legal and 
administrative framework that violated, at 
every step, the aboriginal's own relationship 
with nature. In his autobiography, Eiwin 
poignantly summed up the essence of the 


aborigiaal’s frustration with state forestry: 
The reservation of forests, inevitable as it 
was, was... a very serious blow to the 
tribesman. He was forbidden to practice his 
traditionaJ methods of cultivation. He was 
ordered to remain in one village and not to 
wander from place to place. When he had 
cattle he was kept in a sfate of continual 
anxiety for fear they should stray over the 
boundary and render him liable to what were 
for him heavy flnes. If he was a Forest 
Villager he became liable at any moment to 
be cdled to work for the Forest Department. 
If he lived elsewheie he was forced to obtain 
a licence for almost every kind of forest pro¬ 
duce. At every turn the Forest Laws cut across 
his life, limiting, frustrating, destroying his 
self confidence. During the year 1933-34 
there were 27,000 forest offences registered 
in the Central Provinces and Berar and pro¬ 
bably ten times as many unwhipp'd of justice. 
It is obvious that so great a number of 
offences would not occur unless the forest 
regulations ran counter to the fundamental 
needs of the tnbesmen. A Forest Officer once 
said to me. “Our laws are of such a kind that 
every villager breaks one forest law every day 
of his life''.’^ 

SociAi Ecology 

The three thinkers we have considered so 
far were ail activists: in the field, city and 
forest respectively. The man we come to now, 
Radhakamal Mukerjee, was a scholar rooted 
more firmly in the university than Patrick 
Geddes, though as a ‘public intellectual’ he 
too participated in debates on eomomic and 
social reconstruction. Nonetheless, his 
relative detachment from practical action 
enabled a more synoptic and inclusive view 
of human interactions with nature, one he 
came to call 'sc-'a! ecology’.” 

In touch with Lewis Mumford—with 
whose writings his own had a marked 
affinity—Mukerjee venerated and was great¬ 
ly influenced by Geddes.’* In fact, the 
Scotsman wrote the foreword to Mukerjee’s 
first book. There, the master noted that 
India was experiencing the breakdown of its 
village order at the hands of the industrial 
revolution, something which had already 
occurred in Europe. There were, in the west 
as in India, two familiar responses to this 
process—the ‘regretful’, vide the Romantics 
like Ruskin and Morris, and the ‘trium- 
phalist’, exemplified by the politicians and 
economists. But Mukerjee, remarked Geddes 
approvingly, avoided both extremes by seek¬ 
ing to rebuild the old with the help of the 
new, displaying in the process a “cheering 
faith in the survival capacity of his old 
village as well as in the value of its 
villagers".” 

In his early work, Mukerjee deplored the 
tendency of European thinkeis to “judge the 
progress of different peoples by an abstract 
and arbitrary standard deduced from the 
evolution of western civilisation”. The “idea 
that western humanity represents the 
culmination of the idea of humanity”, he 
observed, “is based on the narrowness and 
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prejudices of the western socioloiiltts” 
indeed, even in the west that abstmA ideal 
was coming under criticism. In particular, 
western industrialism was flawed on three 
counts: (i) its elevation of production over 
distribution, so that massive increases in’ 
wealth had not led to a decline in poverty; 
(ii) its privileging of the economic motiva¬ 
tion in man, leading to cultural and spiritual 
impoverishment; (iii) its drive towards 
homogendty, by the crushing of individuali¬ 
ty and the flattening out of all local customs 
and idioms to one uniform standard. Like 
Kumarappa, he also noted the massive 
dependence of western living standards on 
access to raw materials from its colonics.’* 
It was as yet early days for industrial 
development in India, and Mukerjee 
hopefully charted out a radically different 
path from the west. India industrialisation, 
he wrote, will 

tend to establish a solidarity between the 
villager and the city, the laiwurer and the 
employer, the specialist and the layman, the 
multitude and the genius, the brain worker 
and the manual labourer. . India will not 
allow the city to exploit the village, she will 
retain the vitality of life and culture of the 
village She will not suck out the blood of 
one pan of society to feed another part..., 
but she will feel the pulsations of life deep 
and strong in her throbbing veins in every 
part of her social system.” 

Mukerjee’s critique of sooal evolutionism 
developed, over time, into a more focused 
interest in the ecological infrastructure of 
social life In a series of books and essays 
written over a 20-year period, he explored 
the interconnections between human social 
groups and the biophysical world they 
shared with other species. While he drew 
fascinating parallels with plant and animal 
life, he emphasised that among the earth’s 
creatures man was unique in at least three 
respects: (i) As a tool maker, man was 
capable of a dynamic and interventionist 
relationship with nature: here, as the “super¬ 
dominant of life’s existing communities”, 
humans had an awesome potential for 
ecological devastation and/or regeneration; 
(it) Man has a history and traditions in a way 
that plants and animals do not; (iii) The 
human response to nature is characteristical¬ 
ly collective rather than individual, and thus 
oriented to the study of communities in their 
natural environment (‘synecology’) rather 
than an individual oriented ‘autoccology’. 

Mukerjee owed his interest in the bio¬ 
physical world, in the first instance to 
Geddes, with whom he came in close con¬ 
tact in the latter’s first visit to India. (They 
used to meet at the homes of those two 
Bengali intellectual giants, Rabindranath 
Ihgore and Jagadish Chandra Bose). He was 
also familiar with the work of French 
historical geographers (and geographically 
oriented historians like Lucien Febvre) and 
personally acquainted with ecologically 
oriented social thinkers in the United States 
of America—e g, Howard Odum, Lewis 
Mumford, and the Chicago School of 
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Human Ecology. Mm strikingly, Mukerjee 
also kept close track of the proliferating 
Uteiatuic in the emerging firids of plant and 
animal ecology. 

The concept of the ‘region’ enabled 
Mukerjee lo .'iynihesize a vast assemblage of 
ecological and srH sological materials in a 
penetrating and challenging intellectual 
framework. This regional app.tiech to social 
analysis, which Mumford was also 
inderxndently developing at the same 
linre,’* took off fiow Oeddes'» conceptual 
trinity of Folk ,'Work 'I'lace (itseh an adap¬ 
tation from ihe work of 'iio i'leinh 
soc<ologi.s(, Frederuk i e f'lay Any Immun 
group, wrote Mukf-'j' -- must Oe coiisiiie>c<J 
in relation “not •■••• x-ly to icinpciatuu-, 
humidity, stiosbinc, altitude, ■'ic. but also to 
their indneet elfcets, the uilerwosen chain 
of bioiic eommunitics to which it is m- 
. - 41 . Vd till' plants 1 . cultivates, the 
animals i; breeds and the ms< '.'ts which 
are indiKoi.'ii- to the regioii’ .'' 1 he tegiiio, 
he wrote efscwheir. “is at once ao ecological 
aggregation of perstms, an ccortomic 
iraniew-.'ik <‘'■<0 i cultural order’’.*® In his 
comprehensive ireatise on Regional 
Sociology. Mukerjee studied the impress of 
the natural .eg-on on work, economic in¬ 
stitutions, (iioperiy structures, culture, 
character and diet, (n this framework, dif¬ 
ferences (and similarities) between different 
societies could often be explained with 
referaice to ecological factors. Thus the 
community oriented cultures of China and 
India, centred on the viliage, were interpreted 
u an adagNive response to rice cultivation— 
wherein the activities of field preparation, 
transplanting, irrigation, etc, all required a 
great deal of collective action. Indeed, in 
almost all long settled peasant cultures, the 
ecological imperatives of water and common 
land management worked with cultural fac¬ 
tors to foster community solidarity. In con¬ 
trast, wheat cultivation, particularly in the 
cold northern hemisphere, was typically an 
activity of pioneers and hence, productive 
of individualism. Again, unlike rice, the 
ecology of wheat cultivation made it 
amenable to a socio-technical organisation 
that approximated the factory: thus, “the 
great [wheat] fields in Canada may be said 
to be populated by machines rather than 
men”.*' 

Social ecology, then, was a “vast and 
virgin field orienting social phenomena on 
the basis of the give and take between mind 
and region”.*^ However, like the other three 
thinkers we have encountered in this essay, 
for Mukerjee too theoretical reflection was 
merely a prelude to prescription and prac¬ 
tical action. In all regions of the world, the 
natural environment set certain limits to 
human action, boundary conditions which 
man must learn to respect. Thus, “the 
ecological process is constantly thwarted and 
modified by the [human] cultural process, 
but^again and again reasserts itseir'.** And 
“synecology demands that men should work 
in harmony wi:h the balanced relationships 
in nature, so as to accelerate and not put 


brakes on nature's continous operations of 
recuperation and regeneration. Renewal and 
enrichment rather than exhaustion and 
depletion oi the region should be man'.'i 
synecological goal, if he wants to nourish 
his land water culture in which civilisation 
is rooted on a continuing basis for his 
species.”** 

These phii' ■inphic retlections were fleshed 
out by Mukerjee and his associates through 
detailed studie.s of the human ecology of tin 
region where they themselves lived, the Indo- 
Gtuigetii: plains. He particularly deplored 
man’s continuing crimes against vegetation 
throughout northern India: “brand tillage 
in the hills and hill slopes, encroachment of 
arable land on forest and grove everywhere 
in the valley and dose and persistent brows¬ 
ing and grazing by hetds of co-dominant 
animals”.*’ On a consultancy to the 
princely state of Gwalior, be sttessixl the im¬ 
portance foi a peasantry plagued soil 
erosion and poor yields, of erosion control, 
afforestation, and controlled grazing.** An 
outcome of these varied studies is the chan 
where Mukerjee summarises an ecological 
view of the bad life and the good life. 

This is a veritable Green Charter for India, 
relevant in every detail fully SO years after 
it was first drafted. It beautifully illustrates 
Mukerjee’s dicta that man has no option but 
to ‘some extent imitate Nature's atra- 
ordinarily slow methods’, and that applied 
human ecology is the “only guarantee of a 
permanent civilisation’’.*^ But we still wait 
for the change in values for which Mukerjee 
hoped, when “ecological adjustment [would] 
be raised from an instinctive to an ethical 
plane”.** For it is only then that man would 
work towards an “alliance with the entire 
range of ecological ‘forces’, and curb his 
“subtle and wholesale, quick and far- 


Social Regression 

Deforestation 

Mountain denudation and field erosion 
Single and continual cropping 
Silting up of rivers and loss of natural drainage 
and flush irrigation 

Surface tillage, defective soil aeration and 

drainage 

Soil exhaustion 

Destruction ol crops and herds by insects and 
parasites 

Destruction of too large a number of animals 
and birds for food and matertals 
Deficiency diseases of animals and humans, 
spread of bacterial and protozoal infection, 
contamination of the region by wastes and 
sewage 

Growth of jungle in human settlements and of 
weeds in streams 

Depopulation in the countryside and conges¬ 
tion in the big cities and manufacturing 
regions 


leKhingcxploitatiw activities by impoitnv 
new values—the thought for tomorrow, the 
sacrifice for inhabitants of the region yet 

unborri”.*'’ 

A U: \8Lt Past’’. 

As an organised and articulate .Vvtcial 
movement, envsronnuntalism is very much 
a product of t'x iasi two decades. V'et the 
work of our four cxempt.si ■ hiis a mai scdly 
comcniiKirirv niig, it i.p'.’ t,'. ctirectlv tne 
concerns of tiie present I o. economic jilrti' • 
ning still targely disregard- tlic oit'inass basis 
of the agrarian econom..'; itie prexess of 
urbanisation in modern India has hern 
extraordinarily resource intensive; parasitu.ai 
and polluting; tribais continue to be denied 
their rightful claim.s in the (orest even as 
many are dispossessed aiiogethcr by dams, 
mines and other instruments cf ‘destructive 
development’; and there has been no further 
refinement of a pntiosophv of ■strcia! 
ecology’ that wuuid mieg’Ute sc'cntific 
ecology and the hiin.:rnities These '.on- 
tinuities testify to the prcsticiicc oi our foui 
thinkers, and more dislrcssiiigij to the 
neglect of their work by a later generation. 

It is noteworthy that the writings we have 
examined are overwhelmingly from the 
interwar period. From the 1920s, Indian 
independence was widely reganded as immi¬ 
nent (though in the event it took some time 
coming). Here, the work of our four 
exemplars can be understood as a contribu¬ 
tion to a larger debate on social and 
economic reconstruction in an independent 
India. There was, at the time, considerable 
optimism that with its considerable material, 
spiritual and intellectual resources India was 
uniquely placed to chan its own destiny, 
without necessarily emulating any other 
country. Thus Kumarappa could lie hopeful 


Social Evolution 

Protection and plantation of iorests 
Tree-cropping m the hillsides 
Scientific pasturage and permanent agticulture 
Conservation of rain, river and sub-soil water 
supply 

Plant and animal breeding and imroduaion of 
new strains 

Selection and use of micro-organisms in 
cropping 

Ecological control of plant and animal pests 

Preservation of animals and birds from 
extinction 

Conservation of the environment suitable for 
animal and human habiiaiion 


Economic balance between the forest, meadow 

land, field and factory 

Regional planning of villages, cities and 

industries 


Sourer. Radhakamal Mukerjee, The Regional Balance of Man: An Ecological Theory of Pupiila- 
lion (University of Madras, Madras, 19^8), p 29A. 
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th« • five IndU vwtdd t«toi« ^ lociil and 
natural integrity of the village (something 
colonial rule had gravely undermined); 
Oeddes that Indian urbmisation would 
build upon longstanding architectural and 
town planning traditions while being in 
harmony with the countryside; Qwin that 
the forest world and the life work) of the 
tribals would be once again united; and 
Mukerjee that social theory and ^danning 
would benent alike from a fundainenully 
biophysical and ecological approach. 

Geddes died in 1933, but the other three 
lived for some time after independence 
However. Mukerjee’s own intellectual 
interests shifted considerably, towards the 
study of culture and values. Kumarappa con¬ 
tinued his village work, but found himself 
out of tune both with the formal planning 
process and the direction the Gandhian 
movement was taking after the Mahatma’s 
demise. Eiwin did play a formative role in 
state policy in tribal areas, particularly in the 
northeast, but his influence on forest policy 
specirically appears to have been negligible 
Meanwhile, they had also to contend with 
the overwhelming consensus in favour of 
resource-intensive industrialisation, a 
strategy which accepted as axiomatic the 
subordination of the village to the city, of 
the community to the nation, and of nature 
to man. 

The first decades after independence were 
verily an age of ecological innocence, and 
it IS hardly surprising that environmentally- 
oriented thinking—in the domains of the 
city, countryside or forest—found little 
resonance in intellectual or political life 
From today’s vantage point, however, 
Kumarappa, Geddes, Eiwin and Mukerjee 
may justly be regarded as pioneers of human 
ecological thinking in India. Their work, of 
which only glimpses have been offered in 
this essay, do constitute an eminently 
usable past foi the Indian environmental 
movement. 

Notes 

(An earlier version of this essay was presented 
at an IDRC sponsored conference on ‘Science, 
Technology and Medicine' ai the Centre for the 
Study of ‘Developing’ Societies. I am grateful 
to Ashis Kothari for his comments and to 
Shiv Visvanathan for his support and 
encouragemeni ] 
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LETTERS TD EDITOR 
Murder by Police 

THE gruesome murder of Ghulam 
Rasool and Vijaya Prasad Rao by the 
Andhra Pradesh police in a fake ‘en¬ 
counter’ is yet another demonstration of 
the increasing brutality of the state police 
and its utter disregard for the democratic 
rights and civil liberties of the people. 
Here also, the foisted story of encounter 
is repeated; only, for a change, this time 
it is Ghulam Rsuiool, a journalist over¬ 
night turned into a hardcore extremist! 

Rasool, a reporter of the Iblugu daily 
Udayam, regarded as a conscientious per¬ 
son in the journalist fraternity, was well 
known for his exposure of the politician- 
criminal-police nexus in land scandals in 
and around Hyderabad city. Precisely for 
his investigative reports, he became an 
irritant to certain influential politicians 
and the local police, and had been warn¬ 
ed several times. But firm in his convic¬ 
tions as he was. he refused to be cowed 
down. The consequence was his murder 
in a cooked-up encounter on December 
27, 1991. Rasool, from all evidence 
available, was taken by the police and tor¬ 
tured to death. The only fault of Prasad 
Rao was that he incidentally happened to 
be with Rasool on that fateful day. And 
the police admit the innocence of Prasad 
Rao. 

The make-belief story of encounter 
raises questions which self-evidently point 
to the guilt and criminality of the police; 
If Rasool was a militant and was involv¬ 
ed in extremist activities what were the 
police doing all the while? Why did they 
not arrest him and prosecute him? If he 
were a hardcore militant and moreover a 
member of an armed ‘dalam’, as the police 
expects us to believe, what was he su^ibos- 
ed to be doing in the Udayam as a full¬ 
time reporter? If there had been a real en¬ 
counter, what was Prasad Rao, who is in¬ 
nocent by the police’s own admission, sup¬ 
posed to be doing there? Watching a 
cinematic encounter enacted live? One 
does not need to labour much to be con¬ 
vinced of the transparent falsehood of the 
police version. It clearly points only to the 
recklessness of the sensed law-enforcing 
machinery and to the worsening of the 
already bruulised sute police. 

It is now time that all of us who have 
a concern for the democratic future of our 
society raise our voice against the viola¬ 
tion of civic and legal norms by the state. 
Further, we are convinced that the nax- 
alite movement is not a mere law and 
order problem but a socio-economic 
phenomenon with deeper historical and 
structural causes. The enormous powers 
the state police has been bestowed with in 


the recent times is a clear vindication of 
the gross mispetxxption of the political 
problem. Such a perception, as experience 
shows, does not point towards a solution, 
but, on the contrary, would aggravate the 
situation with serious and tragic conse¬ 
quences. Hence we appeal to all 
democratically-minded individuals to join 
us in condemning the escalation of state 
violence. 

Rama S Melkote, D Venkat Rao, 
K Srinivasulu, Ravinora Shastri, 
S SlMHAORI, J V RaOHAVENDRA RaO, 
Kooanda Ram Reddy, Channa Basavaiah 
Hyderabad 


Celluloid Awards 

IN the matter of conferring our national 
awards our successive governments have 
thrown decency to winds. Awarding a 
Bharat Ratna to the late M G Ramachan- 
dran is a case in point. He never rose 
above the steture of a celluloid hero; he 
least deserved to be compared with Sar- 
dar Patel and B R Ambedkar. In granting 
the award to MGR the government 
wanted to cultivate Ikmil sentiments. Men 
like G L Nanda, G B Pant and B C Roy 
have contributed to nation building in a 
greater measure but awards have eluded 
them. Likewise, the statesmen of yester¬ 
years were above ail awards. In conferring 
Bharat Ratna on men like Sardar Patel 
and Ambedkar the government has in¬ 
sulted their memory. 

Similarly, our highest seats of learning, 
the universities, have devalued their doc¬ 


torates. It is pathetic, to say the least, that 
the Madras University whose academic 
sumdards are among the highest, should 
stoop to confer DLitt on J Jayalalitha, viz, 
another celluloid politician who is still a 
greenhorn in administration. Sometime 
back Mangalore University gave a doc¬ 
torate to a buildiitg contractor from An¬ 
dhra Pradesh. (In protest a few youngsters 
took out a donkey in procession and con¬ 
ferred a degree, on it in a public place!) 
\bars ago the University of Mysore 
honoured a Kannada film star with a doc¬ 
torate If politicians have their own 
reasons for devaluing awards, our acade¬ 
mic insUtutions too have stooped to such 
depths of bankruptcy. 


Mangalore 


T R Bhat 


Special Marriage Act 

APROPOS ‘Anatomy of the Special 
Marriage Act’ by Kameshwar Choudhary 
(December 28, 1991). His call for the 
annulment of section 7(2) (providing for 
display of intent of marriage in a con¬ 
spicuous place for raising objections) is 
completely misplaced. There arc two good 
reasons for the existence of this section. 
The First is the obvious one of providing 
a reasonable ‘cooling-off’ period for 
eloping couples who might regret their 
decision later. The second reason is to 
provide some deterrent against potential 
bigamists. 
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Out of Focus 


T he issue of drugs and pharmaceuticals, it would seem, 
is proving to be a mgjor obstacle to the progress of the new 
economic r^ime For over a year now the government has talked 
of a new drug policy and has attempted to tinker with it obvious¬ 
ly with the intention of testing the waters, though it should be 
clear to even the most ardent supporters of the new economic 
measures that if the changes so enthusiastically adopted 
elsewhere are applied in toto (o the drugs and pharmaceuticals 
industry, it will mean so sharp a rise in the prices of essential 
drugs as to deliver a death-blow to the aiUng public health 
system. In addition, the long-term problems which will arise if 
the government were to accept the Dunkel propo^s relating 
to patents for pharmaceutical products will need to be explained 
away. It is these political compulsions which have created some 
dissensions within the ruling party on the issue of the drug policy. 
Not surprisingly, therefore, tte so-called new drug policy is being 
reviewed and re-reviewed for over six months now. 

In fact, pver the last year or so, there has been much activity 
on the drugs front without any motion. The latest episode has 
been the manoeuvring on loan licensing. December 31 was to 
see the end of the system which would certainly have had a 
significatnt impact on the small sector. Interestingly, big industry, 
which had long adopted an antagonistic attitude towards this 
sector, has become extremely vocal on its behalf. The reasons 
are not far to seek; about 30 per cent of big industry pharma¬ 
ceutical production is accounted for by loan licensing arrange¬ 
ments which cover not only 8,000 units which are entirely loan 
licence manufacturers but about 60 per cent of the installed 
capacity in the rest of the small sector. Even while stay orders 
were being obtained by the Indian Drug Manufacturers Associa¬ 
tion (interestingly, not the small-scale manufacturers* associa¬ 
tions) and independent units in Madras and Gujarat, the 
ministries concerned had second thoughts and the system is now 
being allowed to operate with modiftcations. The health 
ministry’s objection was that the system led to sub-standard pro¬ 
duction. And yet it is quite obvious that even if the system were 
abolished, the drug control and monitoring mechanism is 
incapable of performing its job efhciently: it is almost defunct 
in many states and in others, as the Lentin Committee’s enquiry 
into the J .1 Hospital disaster in Bombay showed, is riddled with 
corruption and lacks human and financial resources. Clearly 
the ministries’ choice of loan licensing for action while ignoring 
other areas (such as the preparation of comprehensive category 
lists, involvement of voluntary groups, etc) was an effort to show 
some movement while also testing responses from various 
interests. 

Until early last week it seemed that the ‘drug policy’ was all 
set to be forwarded to the prime minister. The policy proposes 
to drastically squeeze the price control basket from the present 
143 drugs to only^S with an allowabte mark-up of 100 per cent. 
In addition 18 other drugs, while exempted from price control 
on grounds of ‘market competition’, would be under close 


surveillance and woilld be brought under control if prices tended 
to rise. The criteria which have been followed in exempting 
particulate drugs from price control are, not surprisingly, industry 
and market factors. Not only do these criteria ignore consumer 
and health concerns, but they make sharp price rise in essential 
drugs iitevitable. For instance, drugs which are manufactured 
by a number of units have been left out of the basket. That the 
market mechanism will automatically keep prices down is an 
absurd notion where drugs ate concerned. Not so long ago large 
manufacturers were said to be agitated pver the fact that small 
producers, whose products were exempt from price control, had 
been increasing prices of drugs far beyond those of better known 
large industry products. For example, in the case of 'the largest 
prescribed antibiotic’ (how much of this is mis-prescription is 
anybody’s guess in the absence of reliable prescription audits), 
prices of small industry products arc around 30 per cent above 
those of the market leader and large units have cut back on pro¬ 
duction. Clearly, multiplicity of manufacturers does not ensure 
price restraint. Consumer resistance is largely a myth in a society 
with sharp disparities and is even more so in the case of drugs. 
Any number of studies have shown that even for the poor 
expenses on doctors and drugs acquire a priority over those on 
fo^. 

The drug consumer lobby has consistently pointed out the 
irrationality of evolving a drug policy without a comprehensive 
review of the drug market. It would seem now that its arguments 
are being heard in the unlikcliest quarters—in the offices of the 
minister of state for drugs and pharmaceuticals, Chinta Mohan. 
According to reports, the drug policy’s final passage through 
the prime minister’s office has been stalled by the minister’s 
objections. Chinta Mohan has called for a thorough study of 
drugs which ate provided through the national health centres. 
He has suggested that a review be undertaken of the volumes 
(not values) of production of essential drugs and has recom¬ 
mended that a national monitoring mechanism be set up to keep 
track of drug production and prices. While it wOuld be rather 
optimistic to expect that such suggestions would be taken up—in 
fact one wonders if the minister himself is aware of just what 
such an exercise would entail—the fact is that the policy changes 
envisaged on the drug pricing front have once again probably 
been delayed. 

What should not be lost sight of in all the perambulations 
about the drug policy is this: India is perhaps the only third world 
country which has right from the beginning had a strong pro- 
people orientation in drug policy, even though it has often been 
all but submerged. The setting up of the public sector phar¬ 
maceutical industry was part of this orientation. Secondly, it 
is also perhaps the only country where democratic processes have 
influenced drug policy which has, in the circumstances, been 
relatively responsive to public opinion, more so in the last decade. 
These progressive features of policy and policy-making must not 
be allowed to be extinguished 
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PUNJAB 

Cynical CalculationB 

WHILE the election commiitioa hat in' 
nomioed thu elections wiD be beU in Ptiaiiab 
in M>nury, the notiHcation to that cflhet 
by the president as requited by the RepnMB' 
tation of the People Act 1931 is yet to be 
made. Indicatiom are that this will be made 
by January 20. This delsy in notifying the 
elections however raises doubts about the 
eventual outcome even if the centre's bone 
/Idles are accepted on trust, for the compul¬ 
sions that motivated the delay are likdy to 
continue to operate. In such an event any 
project to revive the political process in the 
state will rapidly collapse 

The Narasimha Rao government had, 
soon after assuming office, extended 
assurances that elections would be held in 
Punjab by Februiny 13. On the face of it, 
and providing some latitude; the promise ap¬ 
pears to have been kept. Yet it is difficult to 
be rid scepticism about the centre's in¬ 
itiatives. It has been the argument of the 
government and the other parties that elec¬ 
tions in Punjab would have meaning only 
if the so-called moderate Akali elements are 
persuaded to contest. Given their delicate 
location in the state’s politics, if the 
moderate Akali groups are to retain even a 
semblance of credibility they are forced to 
assume a public stsmee of empathy with the 
demands of the militants. On the other 
hand, the logic of their moderation drives 
them into the arms of the centre in order to 
retain their political prominence which in 
any reasonable estimation is far in excess of 
th^ actual ground strength. With most of 
the militant groups already having expressed 
their dis^[>proval of the elections and their 
disinclination to participate in the election 
pfOCM i , the only way the moderate Akalis 
could justify participation was to demand 
of the centre a poHticid package for the state; 
a demarxl that wm voiced through the other 
non-Congrets parties. 

The demanded package included the 
tmtufer of Chandigarh to Punjab, the 
resolution of the river waters dispute and 
bringing the guilty of the 1984 Sikh massacre 
to trial. The poll notification was obvious¬ 
ly delayed to work out some solution since 
it is violative of the law to announce such 
packages after elections are notified. 
However, the opposition to the announce¬ 
ment of the measures by Bhajan Lai on the 
tranfer of Chandigarh and Bhairon Singh 
Shefcawat on the river water question en¬ 
sured that such a package could not be 
worked out. Whether this opposition stem- 
mad from the survival instincts of the con- 
camed chief ministers or was engineered by 
the centre it unclear. The net effect remains 
that the more prominent Sikh groups—the 
Akali Dai (Badal), the Akali Dal (Mann), 
4lie All India Sikh Students Federation, the 
Sikh Students Federation, the Akali Dal 
tisabbar) and the Akali Dal (Baba)—have 
stuck to their decision to boycott the 


6t 


alaetioni. 

la the hbaenca of so taige a section of the 
Sikh political groups and given the oppoai- 
tioa ^'the miUtai^ the credibility of the 
■la cti oa g , if thw am haU, will be miniaml, 
The ouly Akali group wiBiag to participate 
ia the Baraaia-lad Akaii Dal (Lo^owai). 
The ote partim that wiB contaat hare lit¬ 
tle staadiag among the Sikhs. The g ov e rn^ 
. meat that results from so limiiad aa easr- 
cisc; apart from being un r e p res e ntative and 
therefore disqualiTied to m^otiate with the 
centre, will for precisely this reason, which 
deprives it of any bargaining power, be en¬ 
tity at the centit's mercy. Consequently the 
Sikhs’ legitimate denuuids are unUkeiy to be 
met—to the advantage only of the militanti. 
From the manner in which the centre has 
gone about its Punjab initiative it seems 
clear that the calculations have been entirdy 
cynical. 

Having forced the Akalis to withdraw 
from the elections, should events take a turn 
for the worse, as they wll may, a most con¬ 
venient excuse has bwn kept ready. The 
blame for the mess can easily be put on 
Akali recalcitrance; The logic of this is 
inexorable. The argument will continue that 
the Sikhs are iireapable of self-government 
let alone self-determination. The only alter¬ 
native therefore is a puppet government 
backed by the centre’s forces and entirely at 
its mercy, or the direct rule of the centre. In 
either case the security forces retain their 
mtmstrous clout so that normalcy in the suite 
remains an illusory goal. 

AUSTERITY 

Beyond Gestures 

AUSTERITY, like justice, has to be seen to 
be done. We all know that in respect of all 
political jobs, from the president down, 
salaries account for only a small fraction of 
the benefits associated with them. The 
benefits we are referring to here are the ones 
involving direct spending by the exchequer, 
be it on staff housing, travel, telephone, 
etc—not the power and prestige these jobs 
carry. So when the president or the prime 
minister or the state governors announce a 
voluntary cut of 10 per cent in their salaries, 
let the public be told what it would amount 
to in terms of economy in expenditure on 
the president’s household staff, travel, etc, 
on the prime minister’s household staff, 
travel, etc; and so on. This question becomes 
important because .there is little evidence 
since the prime minister started talking 
about the need for austerity of any curtail¬ 
ment of the pomp and show one has come 
to associate with functions organised for the 
high and mighty; nor is there alky evidence 
of any curtailment in the frti)uency with 
which these functions seem to get organis¬ 
ed in different parts of the country with utter 
unconcern for the cost to the exchequer of 
each such outing. 

But austerity, if it is meant seriously and 


if the me a aa>e ia laafly maaat to po hnmt, | 
must maaaamaiORaaBittsteDbiiaaayin | 

tain BBOda ify id Kvlni styia. Uatoltmaialy, 1 
the major caanaily of the past 4S ywB of * 
IndapendBoca hot bato aoM attar ttw 
B»o<BBty h i Mta afyte aad that too af the 
political iaadamp; ottaeiaiiy fld Aa Coa- 
gnmAuty; Why only tte laadaiaWp; aata 
the rank aad rae aow aHaaaia ttah aaaeam 
ia their polltiral cataara ha tanmt af the 
dagme of pomp aad ahow they caai paUkfy 

oa an oocnawa like the amntaiB of a aoa 
or a daughter. How caa OBe.look aakaace 
at the gttravagaaaa exhibited at an Ambasti' 
weddlBg whea a Bhajan Lai haa no onaa- 
punctioBa about the aMM vu%ar diqplay of 
ahnadaaee at ud kia'a weddhigaT 

Of ooiaea the oooaeat id whidi the axhor- 
tation for auaterity haa baaa amde cannot 
be loat algid of, namely, the current 
economic criaia whJeh has forced the coun¬ 
try to go abegging. In the Memorandum of 
Understanding submitte4 to the IMF, the 
finance minister is committed, inler alia, to 
reducing the fiscal deficit drastically, from 
close to 9 per cent in 1990-91 to between 3 
and 4 per cent over the three-year period 
starting with 1991-92. But whether this 
reduction in the fiscal deficit is to be 
achieved at the expense of development or 
non-development spending becomes the 
moot question. The less it is possible to 
economise on non-development spending, 
the more heavily will the burden of 
economising fall on devdopment spending, 
with adverse effects not only on economic 
growth but also on poverty alleviation. Of 
course, there is always the danger of pass¬ 
ing on non-development spending as 
development spending and this has to be 
guarded against. But if the message of 
austerity is genuinely meant, then non¬ 
development spending has to be seen to 
come down. 

A Correspondent addr. 

Responding to the prime minister’s call 
for economy President R 'ktaikatanunan has 
set an example by announcing a 10 per cent 
cut in his salary. This has already been 
emuiat^l by some other dignitaries. This is 
certainly a welcome gesture, but unfor¬ 
tunately little more than a gesture. For im¬ 
mediately after announcing his voluntary 
pay cut, the president paid a visit to West 
Bengal’s Sundarbans area, accompanied by 
a retinue of 31 including many members of 
his family. This ocursion. according to some 
government officials, has cost the local ad¬ 
ministration an extra expenditure of about 
Rs 40 lakh. This is probably ceiciuding ad¬ 
ditional outlay by the union government 
agencies. • 

Even if R Venkataraman is elected to this 
highest office for another term, which is far 
from assured at present, the 10 per cent cut 
in his si^ary for the whole period would not 
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amount to moit ttum a tmall pvt of the 
additional expenditure incurr^ for his 
Sundarbans expedition. 

HEALTH 

Expectedly Callous 

THE manner in which the state government 
has dealt with the strike of the 4,000 resi- 
dent doctors in Maharashtra is a significant 
indicator of the changing nuances of public 
health pdlicy. Never in the past perhaps hu 
the state responded to the demands of 
medicos in such a ctdious manner. 

It hardly needs to be stated that the 
denumds of the doctors were overwhelming¬ 
ly just—all that the medicos were deman¬ 
ding, in effect, was pvity with the central 
government pay scales which have been 
adopted in several states. Resident doctors’ 
pay in Maharashtra today ranges from 
Rs 700 at the level of the intern (that is, after 
over five years of medical education) to 
Rs 2,630 at the highest level (of senior resi¬ 
dent). Compvable central scales range from 
Rs 1,6S0 to Rs 6.000. And the work-load in 
Maharashtra? On an average a resident doc¬ 
tor takes care of 2,(X)0 patients per month. 

But the sute government isn’t quibbling 
about ah^-of these facts. Its arguments are 
telling: (1) that the medicos cannot be 
regarded as government servants and hence 
cannot claim comparable benefits; and 
(2) that the state cannot ‘afford’ the addi¬ 
tional expenditure of Rs 7 crore annually 
which these pay hikes would result in. 
Interestingly however, the state government 
has been forced to admit that the hospital 
services have been more or less paralysed 
because of the strike For more than two 
months now, city newspapers have carried 
sorry tales of suffering patients. Thus while 
the MARD doctors are expected to work like 
‘government servants’ they c.mnot demand 
the facilities or the pay given to state 
employees 

Only minuscule proportion of the state’s 
health budget goes to pujrlic health. Most 
of the expenditure is on medicare services 
and that too urban services. Given this, one 
can of course put forward the argument that 
if the state shtmld spend more on health care 
V all, this should go to rural public health 
and not urban medicare (under which 
category would come p^ hikes for doctors). 
Chi the other hand, consider this: the tenden¬ 
cy has. been for the state to spend decreas¬ 
ing proportions of its budget on health as 
a whole; u on other social services. This has 
not meant, ho,wever, that there has been a 
stagnation in the growth of medical institu¬ 
tions, especirdly in urban areas Rather, there 
is a uptrend in private facilities with little 
or no monitoring by state or municipal 
authorities, as evidenced by the fact revealed 
in the Bondmy High Court recently that only 
a minuscule number of nurnng homes in the 


city had been.r^stered under the Nursing 
Homes Act. At the same time; the state has 
assiduously encouraged negative public opi¬ 
nion about the government health services, 
even while making defensive nmses about it. 
This is partly a result of the numerous ex¬ 
poses of disasters in public hospitals and 
partly because ministers and others 
patronise; not the government hospitals, but- 
the high-profile private ones. Secondly, th); 
inclination of -the ruling classes is to spend 
on visible inputs in holth services in rural 
areas, which may be translated into electoral 
gains than on pay hikes for a siliall con¬ 
tingent of doctors—^except, that is, if the 
MARD agitation had gathered momentum 
under aegis of an opposition party (the 
BJP?). This did not happen. The state’s at¬ 
titude to rural health care is exemplified by 


its recent actions—SOO meifiGal officers of 
rural PHCs were moved to uiban hospitals 
to ‘nqilacc' lemponiily the strikiqi m^licos 
thus straining the already over-stretched 
rural health services. The MARD stride is 
thus a casualty of the state’s changing at¬ 
titude to public services. 

HISTORY-WRITING 

Real Issues 

A Cornspondent writes: 

THE rumpus over the government’s projea 
to write the post-independoice history of 
India has every appearance of a storm in a 
tea-cup. This is not the first time that the 
government has set up a committee to write 


VIOLATION OF DEMOCRATIC RIGHTS IN INDIA 
A.R.Dosal(Ed.) 

The United Nations General Assembly passed in 1948 The Universal 
Declaration, of Human Rights opening a new chapter in the history of mankind 
India, as anew nation was party to this resolution. In 1950 the Constitution of 
India was framed incorporating in it the fundamental rights for the citiz^ of 
India, Are these fundamental rights guaranteed by the Constitution enjoyed by 
the people of India ? 

"— Each case history, recounted in the book, etches an image on the mind akin 
to Kafka's imagination. Read the book and enrich yourself." 

The Tribune, Qiandigarh. 

pp xxxi +624 • Royal 8vo • hb • Rs. 350.00 


REPRESSION AND RESISTANCE IN INDIA 
A.R.Oesai (Ed.) 

Repression and Resistance in India gives a record of the violation of the various 
sections of the people such as women, workers,minorities and Dalits who have 
slowly but certainly started asserting these rights. 

"—All people eager to know the real condition in India will profit from it. Two__ 
groups will essentially find it fascinating. One. students who want to knpw the 
socio-economic scaffolding of backward, rural and tribal tracts. Secondly, 
journalists and media people, who, if tliey arc honest enough to confess how 
inadequate their coverage has been and should after reading resolve to correct 
their lapse." 

Chancbal Sarkat in Hindustan Times. 

pp xxli + .370 • Royal 8vo • hb • Rs. 375.00 
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EXPANDING GOVERNMENTAL LAWLESSNESS AND 
ORGANIZED STRUGGLES 
A.R.D«sal(Ed.) 

While tihere has been continuous violation of democratic rights of die people 
there ha&iieen'organized efforts to defend these rights. New organizations arc 
emerging- and many activists arc fighting at the nsk of their lives. Prof.A.R. 
Ij^esai has given a historic account of the emergence of civil liberties and 
democratic rights organizations in India and also analysed the strength and 
limitations of these organized efforts, 
pp 400 • Royal 8vo • hb • Rs. 375.00 
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history. The Indian Council of Historical 
Research is also an autonomous body 
established by the government and entrusted 
with the voluminous project of preparing the 
history of the freedom movement. The latest 
committee, announced in parliament by the 
minister of human resource development, is 
called a National Advisory Committee 
which is however expected to devise a con¬ 
temporary histoix curriculum for schools 
and colleges. It is this which has generated 
the fear among some that children hence¬ 
forth will be taught ‘tailored’ history which 
may highlight only the so-called achieve¬ 
ments of the ruling Congress pany in general 
and the Nehru dynasty in particular during 
the last 45 years. 

The proposal has in fact raised two 
issues—the apprriiension of a one-sided por¬ 
trayal of post-independence history and the 
suspicion about appropriation of intellectual 
activity by an increasingly hcgemonistic 
state. The letter of invitation sent to the 
scholars inviting them to participate in the 
project states that there is absolutely no 
question of government interference in the 
creation of the syllabus and that the com¬ 
mittee will be independent and autonomous 
in its functioning. It is not yet dear, however, 
whether the goyernment is bound to accept 
the syllabus or the textbooks prepared in the 
course of the project. Will the textbooks be 
made compulsory for schools and colleges, 
or like the NCERT textbooks will the states 
be free to adopt, adapt or reject them for 
their respective educational institutions? If 
the choice remains with the states, the fear 
of imposition of ‘tailored* history textbooks 
by the centre is unfounded. The school 
textbooks created by the NCERT have not 
deterred the BJP state governments from 
circulating their own brand of primers and 
texts in the schools. Are they not ‘tailored’ 
too? 

The objection to state intervention in the 
preparation of textbooks seems to arise more 
from the latest tilt towards free enterprise, 
rather than from genuine concern for 
academic independence. But if one agrees 
that the Indian sute should actively in¬ 
tervene in society to uphold the values of 
democracy and secularism to which it is con¬ 
stitutionally committed, one should not ob¬ 
ject if it mediates in shaping the minds of 
its citizens in that direction through 
textbooks or literacy programmes. The ques¬ 
tion is whether in the name of upholding 
such values, the ruling party propagates its 
own sectarian politics. Will the proposed 
history of the post-1947 period give ample 
space to the role of the various opposition 
parties and provide a historically faithful 
picture? Will it be a dispassionate portrayal 
of both the achievements and failures of the 
party in power? Will it honestly deal with 
the darkest chapter of the history of post¬ 
independence India—the emergency period 
and the misdeeds of the Indira Gandhi 
regime? These are the questions which the 
National Advisory Committee of historians 


have to come to grips with if it wanu to 
maintain the autonomy which it insists it 
enjoys. 

COMMUNIST PARnES 

Aid and Dependence 

IN recent weeks the M(»cow press has 
published what is purported to be facsimiles 
of CPSU documents reUting to transfers of 
cash amounting to millions of US dollars 
to other communist parties in diffeicm parts 
of the world. These cases extended from 
1983 to 1989. When interviewed by the press, 
some CPSU functionaries denied their per¬ 
sonal involvement in these transactions; but 
they did not question the authenticity of the 
exposed documents. One of them in fact 
conceded the possibility of cadi transfers of 
this nature. Vadin Zagladin, deputy head of 
the International Department of the CPSU 
central committee; has conceded in an 
interview with L’UniUu the authoritative 
organ of the what was formerly the Italian 
CP, that cash used to be indeed transferred 
to oth« communist parties. According to die 
present documents, the recipient CPs were 
drawn from a wide area of the globe- 
extending from Europe to Asia, Africa and 
the Americas. Our own CPI figures in one 
transaction of S 3,00,000. 

Not much of a surprise, except that the 
Italian CP and one of its leaders ‘Comrade 
Cossutta’, figure among the recipients listed 
in the documents more than once For years, 
indeed decades, the Italian CP has been run¬ 
ning down the CPSU, opposing and denoun¬ 
cing its past and present policies and prac¬ 
tices and the two parties have been engaged 
in ideological duels, sometimes descending 
to the level of namecalling. Yet the ICP had 
no compunction in accepting lucre from the 
CPSU and the CPSU was gracious enough 
to grant it liberally to this party of 
‘renegades*. 

In Marxist theoretical terms there is of 
course nothing really questionable in 
exchange of aid and assistance between one 
revolutionary party and another. But if the 
CPSU’s polemics against the ICP is not to 
be regarded as eyewash for deliberately 
misleading others, then the former has for 
a long time been denying the latter any 
revolutionary credentisJs. 

Another big question that arises from 
these revelations is that of the supposed 
independence and equality of the fraternal 
CPs—a theme repeatedly proclaimed by 
multilateral communist documents since 
1956. ‘limes* could not have been really 
independent of ‘payments’. The seeming 
monolithic unity among the ‘Moscow- 
oriented’ CPs may be partly explained by 
this financial dependence. 

Now of course all this has only historical 
relevance as the house that Lenin had built 
is in a shambles. While rebuilding a new 
structure, Marxists, however, will have to be 
aware of the relevance of these diclosures. 


TWENTY YEARS AGO 

EPW, January 15. 1972 

Bangladesh’s unstinted welcome to 
Mujibur Rahman, his noMble lack of need 
to make more than a passing reference to 
the unity of the people, his confident expec¬ 
tation that the Mukti Bahini would rededi¬ 
cate itself to relieving the distress of the 
people through taking pan in national 
reconstruction and, most significantly, his 
quick and smooth transition from being a 
revered president to becoming a powerful 
prime minister, all point to an untroubled 
consolidation of power by the Avrami 
League. 

The problems that face the new state are, 
of course, staggering... And yet in the 
midst of all these problems what stands out 
is the impression that Bangladesh is a 
nation remarkably well formed at birth... 
There is almost a touch of inevitability 
about the characterisation of the new 
republic as “democratic, secular and 
socialist**. 

This has its hidden danger—that of 
Bangladesh slipping into the stereotype of 
the welt behaved developing country, with 
no kinks and warts, admired and liked by 
all, or almost all. Much of this international 
goodwill will immediately be available to be 
converted into economic assistance. 

As mutd) as ready availability of aid, what 
is likely to' promote a ’soft’ view ot the 
economic tasks in Bangladesh is the antici¬ 
pation of a better life by a small section of 
the population following its assumption of 
prized administrative, commercial and in¬ 
dustrial positions. The pressure will be for 
a ‘civilised’ standard of living, requiring 
either the import of a range of consumer 
goods or, in the longer run, the building- 
up of an industrial pattern to substitute such 
imports... Ybt this would also be the time 
to set priorities in social consumption while 
the country’s industrial slate is relatively 
clean, for deciding to do without some at 
least of the range of products which 
Bangladesh claims West Pakistan had been 
dumping in its markets... 

* ♦ * 

Proof of the official indifference to 
regional devdopment was to be seen till very 
recently in the failure to delineate backward 
areas or even to gather data on regional 
growth rates... More recently backward 
states as well as backward districts in the 
various states have been identified and at¬ 
tempts have been made to assess their 
growth potential... While the concern of 
the IDBI, and the other term financing in¬ 
stitutions, for the devdopment of backward 
regions is wholly to he welcomed, doubts 
persist whether their efforts in this area are 
not really in the nature of a codicil to their 
main activity of financing and otherwise 
assisting large and medium industrial pro¬ 
jects. The question to ask is whdher the 
potential for development of backward 
areas through socially ratiorul location of 
these projects is being fully or even substan¬ 
tially exploited. It is not, unfortunately. 
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32.3 

224.4 

-1.1 

18.9 

.14.8 

12.8 

2.5 

4.6 

11.7 

Pood Articles 

17.4 

247.7 

-2.7 

21.7 

17.5 

12.3 

LI 

9.9 

8.8 

Non-food Articles 

10.1 

236.9 

1.8 

17.5 

12.5 

17.0 

3.8 

-1.7 

21.6 

Fuel, Power, Light and Lubricants 

10.7 

198.6 

0.1 

6.8 

5.3 

12.1 

4.0 

5.6 

2.9 

Manufactured Products 

57.0 

205.1 

0.2 

10.2 

7,8 

8.3 

II.2 

9.4 

7.8 






Msriallion (per cent) 



Cost of Living Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1991 

1990-91 

1989-90 

88-89 

87-88 

Industrial V/orkers 1982 = 100 

225" 

0.9 

13.6 

li.9 

11.2 

6.5 

9.1 

9.0 

Urban Non-Manual Employees 1984-85 • 100 

183* 

2.2 

15.1 

8.3 

II.O 

6.9 

8.2 

7.9 

Agricultural Labourers July 60 to 

975* 

4.2 

23.1 

13.6 

7.5 

3.2 

11.4 

12.5 

June 61 “ 100 













Variation (per cent in 

brackets) 



Money and Banking- 


Latest 

Over 

Over 

Over 







Week 

Last 

Last March 31, 

In 

in 

In 

In 



( 13 - 12 - 91 ) 

Month 

Vbar 

1991 

90-91 

89-90 

88-89 

87-88 

Money Supply (Mj)' 

Rs crore 

3,02,373 

5,969 

47,399 

36,937 

34,300 

28,571 

22,027 

22,295 



(2.0) 

(18,6) 

(13.9) 

(3.6) 

(18.1) 

(15.7) 

(18.8) 

Net Bank Credit to Government Sector 

Rs crore 

1,64,587 

4,793 

26,683 

24.388 

21,778 

12,715 

12,811 

12,776 

Bank Credit to Commercial Sector 

Rs crore 

1,78,547 

-446 

17,749 

5,400 

19,552 

20,531 

12,389 

11,294 

Net Foreign Exch Assets of Banking Sector Rs crore 

12,996 

2,263 

3,680 

4,430 

1,429 

637 

682 

1,314 

Deposits of Scheduled Commercial Banks 

Rs crore 

2,18,779 

3,296 

35,291 

21,530 

24,230 

22,041 

15,321 

17,320 




(1.5) 

(19.2) 

(10.9) 

(14.5) 

(18.7) 

(14.9) 

(20.3) 

Foreign Exchange Assets 

Rs crore 

8,007 

2,193 

5,255 

3,619 

-1,710 

-600 

-508 

604 




(37.7) 

(191.0) 

(82.5) 

(-30.0) 

(-9.5) 

(-6.6) 

(8.6) 

Index Numbers of Industrial 

Weight 

Lajest 








Production 


Month 

Averages for 


Variation (per cent) 


(1980-81 ^ 100) 


(July 91) 



In 

In 

In 

In 

In 




1991-92 

1990-91 

1990-91 

1989-90 

1988-89 

1987-88 

1986^87 

General Index 

100.0 

203.2 

199.8 

201.3 

8.4 

8.6 

8.7 

7.3 

9.1 

Mining and Quarrying 

11.5 

200.0 

208.4 

211.1 

3.5 

6.3 

7.9 

3.8 

6.2 

Manufacturing 

77.1 

196.8 

192.1 

195.7 

9.2 

8.6 

8.7 

7.9 

9.3 

Electricity 

11.4 

249.5 

243.8 

229.4 

8.6 

10.8 

9.5 

7.7 

10.3 

Basic Industries 

3V.4 

NA 

NA 

NA 

4.3 

5.4 

9.9 

5.6 

9.2 

Capital Goods Industries 

16.4 

NA 

NA 

NA 

21.9 

22.4 

7.0 

15.9 

18.2 

Intermediate Goods Industries 

20.5 

NA 

NA 

NA 

5.6 

4.3 

11.5 

4.8 

4.4 

Consumer Goods Industries 

23.6 

NA 

NA 

NA 

NA 

6.3 

4.2 

6.5 

7.1 

Durable Goods 

2.6 

NA 

NA 

NA 

10.9 

1.7 

12.0 

7.8 

18.9 

Non-Durable Goods 

21.0 

NA 

NA 

NA 

5.2 

7.5' 

2.5 

6.2 

4.9 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month 



In 

In 

In 

in 

In 



(Sept 91) 

1991-92 

1990-91 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

Export 

Rs crore 

3,656 

18,711 

15,120 

32,527 

27,681 

20,232 

15,674 

12,452 






(17.5) 

(36.8) 

(29.1) 

(25.9) 

(14.3) 

Import 

Rs crore 

3,957 

21,067 

19,370 

43,171 

35,416 

28,235 

22,244 

20,096 






(21.9) 

(25.4) 

(26.9) 

(10.7) 

( 2.2) 

Balance of Trade 

Rs crore 

-301 

-2,356 

-4,250 

-10,644 

-7,735 

-8,003 

-6,570 

-7,644 

Employment Exchange Slatiatirs 

Unit 

Latest 

Cumulative for* 








Month 



In 

In 

In 

In 

in 



July 

1991 

1990 

1990 

1989 

1988 

1987 

1986 

Number of Applicants on Live Register 










as at end of Period 

Thousand 

35,580 

35,580 

34,098 

34,632 

32,776 

30,050 

30,247 

30,131 

Number of Registrations 

Thousand 

784 

3,543 

3,912 

6,541 

6,576 

5,963 

5,465 

5,535 

Number of \^cancies Notified 

Thousand 

43 

296 

294 

530 

600 

543 

621 

623 

Number of Placements 

Thousand 

25 

I5S 

169 

284 

289 

329 

360 

351 

Income 

Unit 

1989-90 

1988-89 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

1982-83 

Gross Domestic Product (current prices) 

Rs crore 

3,92,524 

3,49,105 

2,94,408 

2,60,442 

2,34,159 

2,07,869 

1,85,991 

1.58.851 

Gross Domestic Product (1980-81 prices) 

Rs crore 

1,95,237 

1,85,543 

1,70,716 

1,63,924 

1,57,348 

1,49,966 

1,44,310 

1,33.469 

Per Capita income (1980-81 prices) 

Rupees 

2,142 

2,078 

1,910 

1,881 

1,852 

1,804 

1,780 

1,682 

1 * For current year upio latest month for which data are available and for corresponding penod of last year 



** Excluding gold and SDRs, Upto latest month for which data are available. 

NA- Not available. 




4 ^ Frovisional dau. @ Quick estimates. 










Notes: (1) Superscript numeral denotes month to which figure relates, e g. superscript* indicates that the figure rs for January and so on. 

1 (2) Figures in brackets denote percentage variation over previous period. 







Economic «tul Bolitical January 18. 1992 


71 



THE MARKETS 


Optimism Unbounded 


D Pharma 

THE stock market could not have greeted 
the new year with a broader smile and this 
could by no means be dismissed as a 
ceremonial gesture. It reHected essential¬ 
ly its optimistic assessment of the outlook 
for equities in the changing investment 
climate. On January 1, the Bombay stock 
exchange (BSE) sensitive index closed at 
1957.3—well above the previous year’s all- 
time high of 1924.2 (closing on November 
19). Two days later the index pierced 
through the 2000 mark, touching a high 
of 2007.2 before closing at 1996.3. After 
beating a modest retreat, carrying the 
index to 1949.3 on January 8, the market 
pushed ahead lifting- the BSE sensitive 
index to a new high of 2024.6 on January 
IS before closing at 2020.2. The behaviour 
of other regional and all-India equity 
price indices was not any different. 

The BSE sensitive index had recorded 
a spectacular rise of 82 per cent in 1991 
which has generally been reckoned as one 
of the most difficult years since in¬ 
dependence because of political tur¬ 
bulence and deepening economic crisis. 
The rise was by no means the handiwork 
of speculative elements. The performance 
of cash scrips has been even more im¬ 
pressive than that of specified scrips. The 
new year has seen the market scaling 
altogether new peaks. 

The stock market has continued to con¬ 
found economic pundits. This is mainly 
because economic experts, accustomed to 
looking at the equity market in terms of 
conventional economic and investment in¬ 
dicators (yield and price earning ratio) 
seem unable to grasp the full implications 
of the profound change in investors’ 
perception of the outlook for equities in 
the wake of the government’s economic 
policies which arc now more market 
driven and commercially oriented and 
also because of the enormous increase in 
the volume of investible funds with in¬ 
stitutional investors, especially mutual 
funds, seeking deployment in the stock 
market. 

One cannot fault economists for 
expressing concern over the current sute 
of the economy. The decline in industrial 
production over the past few months is 
disturbing. Quite a few sectors of industry, 
notably automobiles, electronics and 
cement, are in the grip of recession. 
Industry's profit margins have been com¬ 
ing tfnder increasing pressure because of 
the big increase in interest rates and tight 
credit and hikes in the prices of petroleum 
products and coal. The balance of pay¬ 


ments position lemains grim, the increase 
in foreign exchange reserves notwithstand¬ 
ing. Exports are not rising at a satisfac¬ 
tory rate. Inflation continues to pose a 
formidable challenge. NRI response to im¬ 
munity schemes has been lukewarm. 
Direct foreign investment is still shy. 

The stock market is certainly not 
unaware of the worrisome aspects of the 
economic scenario. If it has continued to 
push its way up to the utter bewilderment 
lof economists, it is mainly because it. 
perceives the emerging scenario very dif¬ 
ferently. The stock market which has a 
logic of its own seems convinced that the 
policy changes undertaken by the Rao 
government mark a vratershed in the 
country’s economic history--a significant 
shift from the culture of economic plan¬ 
ning to that of a competitive market 
driven economy. All the principal laws 
governing industry, companies, foreign ex¬ 
change, labour and taxation have been 
amended to suit the requirements of 
foreign investors, particularly multi¬ 
nationals. The prime minister and his col¬ 
leagues have made umpteen statements 
about the government’s firm commitment 
to liberalisation policies. The union 
finance minister stated the other day that 
the government was deeply conscious of 
the deflationary effect of the current 
credit and monetary policies and it plan¬ 
ned to relax them as soon as inflation and 
balance of payments were under control. 


Unquestionably, the growth prospects 
of large well-run compariies in the private 
sector have improvtf immensely follow¬ 
ing liberalisation of MRTP, FERA and 
licensing. The existing companies will find 
it more attractive to fund new projects 
through equity issues. This has far- 
reaching implications for existing 
shareholders as also for prospective 
investors. 

Opinion about the possible impact of 
the package of economic reforms in¬ 
troduced by the Rao government at the in¬ 
stance of the IMF must remain sharply 
divided because of the widely differing 
perceptions. There are not a few who 
think that the open door policy will bring 
in new tensions between the indigenous in¬ 
dustry and multinationals and that the 
exit policy which has still to be im¬ 
plemented will bring on to the streets 
those threatened with unemployment. 

Apparently, the stock market, which is 
constantly looking much ahead, thinks 
that whatever the difficulties during the 
transition stage, the liberalisation policy 
will transform the industrial landscape in 
due course with large well-run companies 
in the Private sector as the major bene¬ 
ficiaries. The stock market’s optimism is 
fully shared by the World Bank chief 
economist Lawrence Summers who stated 
the other day that if the momentum of 
economic reforms continues India could 
be a miracle story of 1991. Benefits of 
India’s bold reform programme are 
already visible in the form' of restored 
private creditworthiness and increased 
fonian exchange reserves. 


Table: Movements in Equity Price Indices 



1991 High 

Dec 24, 1991 

Jan 1. 1992 

Jan 15, 1992 

BSE Indlee*: 

Sensitive 

1924.2 

1908.8 

1957.3 

2020.2 

National 

917.1 

893.3 

905.3 

936.7 

Economic Time* Indices: 

Bombay 

1081.8 

1081.8 

1103.1 

1128.4 

Calcutta 

717.7 

587.1 

686.6 

716.5 

Delhi 

637.9 

628.8 

634.7 

599.4 

Madras 

1222.7 

1177.3 

_ 

1239 

Ahmedabad 

428.8 

407,5 

417.7 

424.7 

All India 

884 

875.7 

891.3 

909.9 

InduBlries; 

Colton textiles 

1016.8 

1016.8 

1063.6 

1028.1 

Man-ntade fibres 

652.8 

626.4 

643.2 

654.4 

Base metals 

1258.8 

1232.8 

1258.2 

1244.5 

Haaapott vehiclet 

702J 

540.4 

541.4 

m2 

Engineering goods 

885.7 

842 

858.8 

881.9 

Fertilisers and chemicals 

(Ob 

589.2 

592.6 

602.9 

Pharmaceuticals 

809.6 

•795.9 

797.7 

720.9 

Cement 

1285.7 

1037.8 

1061 

1058.5 

Pqxr 

840.3 

790.8 

786 

741.3 

lyres and tubes 

1170.3 

1019.3 

1024.7 

1167.7 

Fbod products 

I308JI 

1272.8 

1266 

1306.1 

Plantations 

952 

816.5 

796.4 

836 
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COMPANIES 

Mar;gins under Pressure 


1%attiwdm^«»iif>nitem4roinnen is 
nowRUmmarkM oriented than ever before 
will be readily conceded. Going by the 
expansion and diverstflcation plans an¬ 
nounced by several companies, corporate 
managonents are quite optimistic about 
future prospects under the liberalisation 
regime. One could plausibly argue that since 
there has already been a very significant in¬ 
crease in the price-earning ratios of most 
companies, the current equity boom has dis¬ 
counted future earnings rather heavily. Much 
depends on one^s perception of the time¬ 
frame in the assessment of the market’s 
behaviour. 

There is no indication yet that the current 
bull phase, resumed after a fairly good cor¬ 
rection of the October-November rise, has 
proceeded far enough to warrant an early 
correction of a secondary nature. Fiscal 
policy has an important bearing on the 
outlook for equities andthe budget this time 
is not going to be an easy exercise Bulls may 
not therefore like to adopt an aggressive 
posture in face of the approaching budget 
to be presented on February 29. The stock 
market could also take the view that owing 
to the resources crunch and the need to 
reduce government expenditure to contain 
the budget deficit, greater emphasis will have 
to be laid on private sector investment. The 
fiscal exercise carried out by the finance 
minister will have to provide for requisite 
incentives to augment the flow of private 
saving and investment. From the viewpoint 
of the stock market, the magnitude of 
resource mobilisation is not that important 
as how the resources are raised. 

This piece will not seem complete without 
a brief mention of the observations made 
by the well known firm of Merrill Lynch 
about the behaviour of the Indian stock 
market. The firm opines that aside from 
sheer euphoria among local investors there 
is little else in terms of fundamentals that 
can explain why the market has been holding 
up so strongly during the last three months 
(October-Dewmber). While predicting a 
10-12 per cent decline in the BSE sensitive 
index to around 1630 in the next 2-3 months, 
the firm expects the index to rise to 
2100-2200 in the second half of 1992. 

It is pertinent to raise the point that if the 
market is ‘defying most fundamentals' and 
the “macro-economic picture is still far from 
sound and more efforts to tighten fiscal and 
monetary policies should not be ruled out”, 
how does Merrill Lynch expect the index to 
rise to 2100-2200 late in 1^2. Apparently, 
the firm is only looking for a secondary cor¬ 
rection. That has very little to do with fun¬ 
damentals. Merrill Lynch is known to have 
voiced similar views on earlier occasions and 
proved utterly wrong. Why a reputed firm 
like Merrill Lynch should at all indulge in 
such a futile and risky exercise is hard to 
appreciate. Little wonder that the report 
about Merrill Lynch’s assessment of the 
market trend has been the subject of lively 
gossip in market circles. 


CHLORIDE INDUSTRIES, the largest 
storage battery manufacturer in the coun¬ 
try, achieved an increase of 17 per cent in 
net sales in the year ended Match 1991. This 
was mainly due to an increase in the volume 
of sales, which would have been still higher 
but for the downturn in the economic situa¬ 
tion following lhe.Gulf crisis. However, the 
depreciating value of the rupee and domestic 
inflation put margins uifder severe pressure. 
It was also not possible to increase battery 
prices substantially as the market turned 
more competitive with rapid increase in the 
industry’s capacity. 

The import content in the total consump¬ 
tion of raw materials of Rs 110.76 crore 
(Rs 105.26 crore m the previous year) increas¬ 
ed to 25.3 per cent from 14.9 per cent due 
to the depreciating value of the rupee. The 

The Week's Companies 


high margin money requirements for im¬ 
ports and the credit squeeze in March/May 
1991 also had an impact on the working of 
the industry as a whole and company in par¬ 
ticular. 

The production of storage batteries, other 
than at the Haldia export unit, spurted by 
21.4 per cent on an annualised basis from 
14.81 lakh to 14.40 lakh. There was also a 
substantial improvement of 38.6 per cent in 
the production of batteries at the Haldia unit 
from 1.97 lakh to 2.19 lakh. Apart from bat¬ 
teries, the company also produced 3,473 con¬ 
tainers and 21,000 separators for sale. 

Export of batteries, however, decreased by 
11.6 per cent on an annualised basis from 
Rs 29.02 crore to Rs 20.94 crore, because of 
the hold-up of a large consignment of bat¬ 
teries valued at Rs 10 crore for Russia in the 


fRs lakh) 



Chloride Ind 

Core Parenterals 

Financial Indicators 

March 

1990 

March 

1991 

March 

1990 

March 

1991 

Income/expenses/profiis 

Net sales 

17330 

16099 

564 

1302 

Other income 

386 

329 

13 

10 

Raw materials consumed 

10189 

10688 

184 

459 

Power and fuel 

604 

572 

23 

51 

Other manufacturing expenses 

626 

658 

11 

49 

Labour cost 

1730 

1549 

28 

59 

Other expenses 

1613 

1607 

37 

273 

Operating profits 

325.3 

2969 

267 

550 

interest charges 

442 

618 

133 

185 

Gross pronts 

2811 

2351 

134 

365 

Depreciation 

177 

209 

50 

108 

Profits before tax 

2634 

2142 

84 

257 

Tax provision 

896 

875 

14 

— 

Profits after tax 

1738 

1267 

70 

257 

Dividends 

826 

661 

17 

24 

LiahiUlies/'asseis 

Paid up capital 

2065 

2065 

IIS 

115 

Reserves and surplus 

2724 

3330 

no 

347 

Long term loans 

561 

676 

622 

1079 

Short term loans 

1921 

2800 

310 

656 

Other liabilities 

3602 

4165 

113 

229 

Gross fixed assets 

3097 

3732 

899 

1376 

Accumulated depreciation 

1422 

1628 

87 

192 

Inventories 

4318 

5882 

144 

457 

Of which finished goods 

1430 

3046 

13 

142 

Receivables 

3097 

3482 

161 

503 

Loans and advances 

1457 

1394 

119 

275 

Cash and bank balances 

300 

148 

33 

9 

Investments 

26 

26 

— 

— 

Other assets 

— 

— 

1 

— 

Ibtal liabilities/assels 

10873 

13036 

1270 

2426 

Key financial ratios 

Turnover ratio 

1.27 

1.23 

0.44 

0.54 

Return on sales 

16.22 

14.60 

23.76 

28.03 

Return on investment^ 

20.68 

18.03 

10.55 

15.04 

Return on equity (Vs) 

29.0? 

23.48 

31.11 

55.63 

Earning per share 

6.73 

6.13 

6.09 

22.35 

Dividend (9g) 

4.00 

3.20 

1.50 

2.10 

Book value per share (Rs) 

23.19 

26.12 

19.56 

40.17 

Current market price 

— 

113.00 

— 

230.00 

I'VE ratio 

— 

18.43 

— 

10.29 


Economic and Political Weekly January 18. 1992 


73 



last quarter of the year. The net foreign 
exchange outgo increased on an annualised 
basis from Rs 24.39 crorc to Rs 31.76 crore. 

While gross profits showed an impressive 
rise of 30.7 per cent, profits before tax 
improved by only 1.6 per cent due to an 
increase in depreciation charges, increa.se in 
net profits was 13.8 per cent on an annualis¬ 
ed basis. During the six months ended 
September 1991, the net profits of the com¬ 
pany declined by 12.1 per cent in spite of an 
increase of ll.S per cent in net sales. 

The company plans to go ahead with its 
three-year old proposal to establish a pro¬ 


IN THE CAPITAL MARKET 

Montari Industries 

MONTARl INDUSTRIES, one of the 
companies of the Bhai Mohan Singh 
group, is entering the capital market with 
a rights-cum-public issue of 23,20,050 IS 
per cent partly convertible debentures 
of Rs 100 each at par totalling 
Rs 23,20,03,000. The sub^ription list for 
public will open on February 6. Out of 
the issue, 16,21,000 debentures are ear¬ 
marked for existing equity shareholders 
of the company and 8,18,000 debentures 
are being offered to the public. Each 
debenture will have three parts: Part A 
of Rs 23, convertible into one equity 
share at a premium of Rs IS six months 
from the date of allotment. Part B of 
Rs 23 convertible into one equity share 
at a premium of Rs IS eighteen months 
from the date of allotment and Part C 
of Rs SO, the non-convertible portion, 
being redeemable in three instalments at 
the end of seventh, eighth and ninth year 
from the date of allotment. ANZ 
Grindlays Bank has invited offers for the 
sale of the non-convertible part 
Ckhokha*) from the allottees at a dis¬ 
count of Rs 13 per debenture. The ob¬ 
jects of the issue are to raise a part of 
the finance required for the setting up of 
a plant for the manufacture of chlor- 
pyriphos technical at fbansa, Punjab; the 
modernisation of the existing herbicide 
plant at Ibansa; the relocation of the for¬ 
mulation unit from its present location 
at Chandigarh to village Khajuriwas, 
district Alwar, Rajasthan; investment of 
up to Rs 220 lakh in the equity shares of 
Bausch and Lomb India; normal capital 
expenditure, including setting up of a 
research and development centre and 
computerisation, and augmentation of 
long-term sources for working capital, all 
entailing a total capital outlay of Rs 3,319 
lakh. The debentures will be listed in the 
Delhi, Bombay and Ludhiana stock ex¬ 
changes. The Lead Managers to the issue 
aie JM Financial and Investment Con¬ 
sultancy Services and ANZ Grindlays 
Bank. 


ject to produce PVC resin. The project with 
a capacity to produce 1.2 lakh tonnes of PVC 
resin is proposed to be implemented in two 
to three years and is estimated to cost 
Rs .300-400 crore. The company has also 
planned a diversification into the field of 
food processing and power electronics. The 
investment in power electronics is expected 
to be in the region of Rs 10 to 15 crore. The 
project is proposed to be set up in Tamil 
Nadu. R and D expenditure as a percentage 
of total turnover is estimated at 0.4 per cent. 

Funds flow in 1990-91 is estimated at 
Rs 23.69 crore, with external sources com¬ 
prising borrowings and trade dues forming 


SPIC Fine Chemicals 

SP/CFINE CHEMICALS, promoted by 
Ikmilnadu Petroproducts and Henkel 
KGaA of Germany, is setting up a 
Rs 3,830 lakh project at Karaikal in the 
union territory of Pondicherry with a 
licensed capacity of 30,000 tpa of syn¬ 
thetic detergents, comprising 15,000 tpa 
of detergent powder and 15,000 tpa of 
detergent bars/cakes. Trial runs arc 
expected by end September this year and 
commercial production by November 
The company has entered into a col¬ 
laboration agreementt with Henkel 
KGaA, under which Henkel would 
supply basic technology, guarantee per- 
formance, train personnel and also par¬ 
ticipate in the equity to the extent of 23 
per cent. Technical know-how along with 
expenditure on foreign technicians have 
been estimated at Rs 713 lakh. To pan 
finance the project, the company is enter¬ 
ing the capital market with an issue of 
2,34,00,000 equity shares of Rs 10 each 
at par totalling Rs 2,340 lakh. Out of the 
issue, 36,22,000 equity shares are set 
apart for firm allotment to Tamilnadu 
Petroproducts and 63,18,000 shares to 
Henkel AGaA, as also 11,70.000, 
23,40.000 and 9,I2,(X)0 equity shares to 
the employees of SPIC Fine Chemicals, 
International Finance Corporation, 
Washington, and shareholders of 
Tkfflilnadu Petroproducts respectively. 
The remaining 70,38.000 equity shares 
are being offered to the public. The issue 
opens on January 29. The Lead 
Managers to the issue are SBI Capital 
Markets and Indbank Merchant Bank¬ 
ing Service.s. 

Network 

NETWORK is issuing 6.72,000 IS per 
cent partly convertible debentures of 
Rs 125 each at par, of which 33,600 
debentures arc reserved for preferential 
allotment to the working directors/ 
employees of the company and the 
balance of 6,38,400 debentures arc being 


65.7 per cent of the total inflow. The major 
chunk of the funds was utilised for work¬ 
ing capital requirements while only 26.8 per 
cent was used for fixed assets formation. 

CORE PARENTERALS 

Sharp Rise in 
Production 

CORE PARENTERALS, the largest 
manufacturer of IV (intravenous) fluids in 
India, recorded an impressive performance 
in the year ended March 1991. Net sales 


offered to the Indian public. The public 
issue will open on January 28. Each 
debenture will have a convertible part of 
Rs 43 which will be converted into two 
equity shares of Rs 10 each at a premium 
of Rs 12.50 per share on allotment. The 
non-convertible part of Rs 80 will be 
redeemed from the sixth to the eighth 
year. Hongkong and Shanghai Bank has 
offered to buy the non-convertible part 
of the debenture from allottees for 
Rs 38.30 each. The paid-up capital of the 
company after conversion of the deben¬ 
tures will go up from Rs 3.10 crore to 
Rs 6.44 crorc. Incorporated in 1969, 
Network is engaged in manufacture and 
sale of electronic typewriters, con¬ 
sumables and maintenance of its install¬ 
ed ba.se. The company produces 75 dif¬ 
ferent models of electronic typewriters 
priced from a low-end product available 
at Rs 7,930 to a high-end word-processor 
priced at Rs 94,930. These products use 
a range of displays that vary from stan¬ 
dard one-line liquid crystal display to a 
full-page display. The company’s plant 
at NOIDA near Delhi has an installed 
capacity of 25,000 electronic typewriters 
per annum. The company has a separate 
manufacturing facility for ribbron car¬ 
tridges for electronic typewriters with a 
capacity of 16 lakh per annum. The com¬ 
pany has invested Rs 780 lakh in the last 
three years. The company’s total income 
in the year ended June 1991 was Rs 43 
crore, up from Rs 35.53 crore in the 
previous year. Profit before tax was 
Rs 466 lakh (Rs 213 lakh) and profit 
after tax Rs 341 lakh (Rs 197 lakh). For 
the year 1990-91 the company declared 
a dividend of 23 per cent, compared to 
10 per cent for the previous year. The 
company has technical collaboration 
with Canon of Japan for transfer of 
technology for manufacture of electronic 
typewriters and attachments. It has con¬ 
cluded a technology transfer agreement 
with Medtson of South Korea for 
manufacture of ultrasound scanners 
within its existing premises. The proceeds 
of the debenture issue are proposed to 
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increased ^115 per cent. Gross profits im¬ 
proved by 172.4 per cent while profits before 
tax spurted by 205.9 per cent, despite a 116 
per cent increase in depreciation. Net pro¬ 
fit showed a rise of 262 per cent. 

The company produced 180.76 lakh bot¬ 
tles of intravenous solutions against 75.80 
lakh bottles in the previous year, an increase 
5038.5 per cent. Capacity utilisation rose 
from 63.2 per cent to 100.4 per cent. The 
company also produced 9.94 lakh units of 
disposable plastic sets as against 1.49 lakh 
units in the previous year. 

The company continued to depend on im¬ 


-be used as follows: long-term working 
capital requirements Rs 575 lakh and 
normal capital expenditure Rs 190 lakh. 
SBl Capital Markets and Hongkong 
Bank are the Lead Managers to the is.sue. 


INSILCO 

INSILCO IS issuing 2,25,99,800 equity 
shares of Rs 10 each at par, 6,80,000 12.5 
per cent partly convertible debentures of 
Rs 300 each at par and 24,95,000 14 per 
cent non-convertible debentures of 
Rs 100 each at par. Out of the issue, 
99,99,?20 equity shares are reserved for 
allotment to Degussa AG of Germany 
and 99,99,880 equity shares are reserved 
for allotment to Vam Organic Chemicals. 
The entire issue of non-convertible 
debentures is reserved for allotment on 
private placcmenr basis Out of the 
public issue, 11,30,000 equity sharesand 
34,000 partly convertible debentures are 
reserved for preferential allotment to 
working directors/employees of the com¬ 
pany and the promoter company and 
1,57,500 partly convertible debentures are 
leservcd for preferential allotment to 
mutual funds. The balance of 14,70,000 
equity shares and 4,88,500 partly conver¬ 
tible debentures are offered for subscrip¬ 
tion to the Indian public. The patd-up 
capital of the company will be Rs 29.40 
crore after the issue. The issue will open 
on January 28. INSILCO is a joint ven¬ 
ture of Vam Organic Chemicals of the 
Bhartia group and Degussa AG of Ger¬ 
many. The company is setting up a pro¬ 
ject for the manufacture of 12,000 tpa 
of spray-dried silica at Gajraula in 
Moradabad district of UP at an esti¬ 
mated cost of Rs 77 crore. This will be 
the first project for manufacture of 
spary-dried silica in the country. The pro¬ 
ject has the technical and financial col¬ 
laboration of Degussa AG. It is in an 
advanced stage of implementation and 
commercial production is expected to 
commence by April this year. The cost 
of the project of Rs 77 crore is being 


ports, for a major chunk of its raw material 
consumption. However, there was a reduc¬ 
tion in import content during the year under 
review and was 65.09 per cent of aggregate 
raw material consumption of Rs 3.47 crore. 
The share of imports was 82.42 per cent of 
the total raw material consumption of 
Rs 1.79 crore in 1989-90. 

Exports were Rs 6.65 crore out of total 
sales of IV fluids ot Rs 13.29 crore, represen¬ 
ting nearly 50 per cent of sales. Expenditure 
in foreign currency was Rs 3.23 crore. 

The company is implementing an 
cxpansion/diversification project with a total 


financed through equity Rs 22.60 crore 
(Vam Organic Chemicals Rs 10 crore, 
Degussa AG Rs 10 crore and public 
Rs 2 60 crore), partly convertible deben¬ 
tures Rs 20.40- crore, non-convertible 
debentures Rs 24.95 crore, rupee term 
loans Rs 4.05 crore and foreign curren¬ 
cy loans from State Bank of India Rs 5 
crore. SBl Capital Markets and ICICI 
(Merchant Banking Division) are the 
Lead Managers to the issue. 


Nedungadi Bank 

NEDUNGADl BANK is issuing 
23.79,632 equity shares of R.v 10 each at 
par, of which 10,00,000 shares arc being 
offered to existing shareholders on rights 
basis and the balance of 13,79,632 shares 
are being offered to the Indian public. 
Out of the public issue, 1,18,980 shares 
have been reserved for preferential allot¬ 
ment to the working dircctors/employees 
of the bank and 12,60,652 shares are 
being offered to the public. The paid-up 
capital of the bank will go up from 
Rs 1.02 crore to Rs 3.40 crore after the 
issue of shares. The public issue will open 
on January 27. The main objects of the 
issue are to comply with the capital ade¬ 
quacy requirements stipulated by the 
Reserve Bank of India and to meet the 
long-term capital requirements of the 
bank’s growth and development. 
Established in 1899, the Nedunga^ Bank 
had total deposits of Rs IBS crore and 
advances of Rs 93 crore at the end of 
September 1991. The bank has a network 
of 138 branches, of which 94 are in 
Kerala and 31 in Thmil Nadu. Nedungadi 
Bank has already entered the area of 
financial services by acting as bankers to 
public issues and actively marketing 
public issues in rural areas. The bank’s 
diversification plans envisage entry into 
underwriting of issues in the first quarter 
of this year, money markets by mid-1992, 
credit cards by September 1992 and 
investor services by the end of this year. 
Standard Chartered Bank (Investment 


outlay of Rs 17.91 crore. It proposes to enter 
the capital market with an offer of fully con¬ 
vertible debentures for Rs 8.16 crore. 

Within the short period of its existence, 
the company has made rapid progress in 
turnover and profits. Earnings per equity 
share increased from Rs 0.99 in 1988-89 to 
Rs 22.32 in 1990-91 Book value per share 
also improved from Rs 13 to Rs 40.21 dur¬ 
ing the period. The company proposes to 
capitalise Rs 1.15 crore from general reserve 
and issue bonus share in the ratio l.I. 

funds flow in 1990-91 is estimated at 
Rs 12 61 crore, the major share of which was 
utilised loi working capital. 


Banking Division) and Enani Financial 
Consultants are the lead Managers to 
the issue. 

Avon Container 
Printers 

AVON CONTAINER PRINTERS is 
issuing 5I,28,5(X) equity shares of Rs 10 
each at par of which 13,01,400 shares arc 
re.servcd for firm allotment to the pro¬ 
moters and their associates and 7,50,0(X} 
are reserved for firm allotment to 
Canbank Mutual Fund and the balance 
of 30,77,100 shares are offered to the 
public for subscription. Of the public 
issue, 2,56,422 shares are reserved for 
preferential allotment to working direc¬ 
tors/employees of the company and 
28.20,678 shares are being offered to the 
Indian public for subscription. The paid- 
up capital of the company will go up 
from Rs 59..50 lakh to Rs 572.35 lakh 
after the issue of shares. The issue will 
open on February 5. Established by 
Prakash Agarwal and Ajay Agarwal in 
1988, the company has its plant at 
Bolarum village in Medak district of 
Andhra Pradesh with an installed capaci¬ 
ty of 3,000 tonnes of printed tin sheets 
and 2,5(X) tonnes of metal containers. 
The company’s sales and other income 
in 1990-91 was Rs 248 lakh compared to 
Rs 227 lakh in the previous year. The 
company is expanding its capacity to 
11,250 tonnes per annum of metal prin¬ 
ting and 5,063 tonnes per annum of con¬ 
tainers. Production from the expanded 
facility is expected to commence from 
April this year. The total cost of the 
expansion project is estimated at Rs 513 
lakh which will be financed entirely 
through the issue of equity shares (pro¬ 
moters Rs 130 lakh, Canbank Mutual 
Fund Rs 75 lakh and public Rs 308 lakh). 
Canbank Financial Services and ANZ 
Grindlays Bank (Merchant Banking 
Division) are the Lead Managers to the 
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Calcutta Diary 

AM 

Their main task accomplished, Yeltsin and Gorbachev can now 
afford to play Judas to each other. When the accounts are finally 
gathered, three to four years hence, the sufferings their acts would 
have inflicted on the people would have far exceeded the 
depredations of Stalin. Therein lies the absurdity of it: the tribe 
who pass as anti-Stalinists are the devoutest Stalinists of them all. 


HUMANITARIANISM is not cheap. 
What is therefore about to ensue is a near¬ 
perfect example of the cias.sical joint supp¬ 
ly. The US secretary of stale has been in 
person in Moscow and other locations to 
assure the populace in the constituent 
republics of the erstwhile Soviet Union. 
Famine and starvation stare them in the 
face as the winter reaches its nadir. The 
American administration will be false to 
its heritage if it were to forsake its 
humanitarian obligations at this juncture. 
The former Soviet republics are not to be 
left in the lurch; US officials will soon be 
on their way with food and other relief 
materials. The Americans also propose to 
convene a conference of western govern¬ 
ments to organise relief on a grand scale. 
They will, at the same time, advise the 
republics on how to disarm their nuclear 
warheads and divest themselves of their 
ballistic missiles. 

There, then, is the catch. The Americans 
are not reluctant to provide food, but the 
offer is conditional. Nourishment will be 
forthcoming only if the republics, now 
fast sinking into confusion and foodless- 
ness, agreed to liquidate their nuclear 
stockpile. The terms of the quid pro quo 
have been stated in the politest of expres¬ 
sions; none is however left in doubt on the 
underlying implication of the message the 
US secretary of state has put acros.s. 

This, some would say, is despicable 
blackmail; according to other versions, it 
is understandable realpolitik. In this 
cynical world, survival is contingent u|x>n 
a nation’s ability not to let go of oppor¬ 
tunities. Not that the governments of the 
republics which once formed the Soviet 
Union, that is, tho.se amongst them in 
possession of nuclear arsenals, are totally 
checkmated by the American move. A 
gambit is available if only they could still 
da.re 10 make use of it. Ukraine, for ex¬ 
ample, has hundreds of intermediate- and 
long-range nuclear missiles; Belarus, and 
Kazakhstan too, could not be far behind 
were a count made of the missiles and 
warheads in their possession. And what 
they controlis in addition to the fearsome 
capability over which Boris Yeltsin presides 
in the Russian Republic. If the food does 
not flow in, and western governments con¬ 


tinue to haggle over terms, any of these 
republics could serve an ultimatum to the 
world: if they are to die, others might as 
well die with them; in case no victuals 
reached their people by such and such 
date, a couple of nice, little nuclear devices 
would be dropped on Paris, or London, 
or Bonn. That sort of threat should liven 
things up. 

None of the republics is however ex¬ 
pected to behave so irresponsibly. While 
they cannot speak on behalf of Georgia, 
they themselves have, after all, onix and 
for all, got rid of Stalinist propensities. 
Threats of foolish ploys do not gel with 
correct liberal behaviour; any suggestion 
to rage and rage against the dying of the 
day is to be ruled out. On this aspect of 
the matter at least, there is bound to be 
a clear convergence of views between 
Mikhail Gorbachev and Boris Yeltsin, 
whatever the umbrage the former might 
have taken at the latter’s choosing to do 
the dirty on him. There should be no 
underrating of the truly extraordinary role 
they have jointly played in late, late twen¬ 
tieth century history. These leaders of the 
erstwhile USSR have, in the name of 
perestroika, most effectively carried out 
the destruction of the second most power¬ 
ful country in the world. No heartburning 
should therefore arise on such minor 
matters as that, in the final round, Boris 
preferred himself to Mikhail or that the 
Americans would be apprised of great 
decisions even ahead of the last president 
of what was once the great Union of great 
Soviet Socialist Republics, glasnost 
naturally implies that the Americans 
would know Soviet state secrets earlier 
than the leaders of the Soviets themselves 
would. Even so, in these strange times, 
and since logic is always amenable to con¬ 
tortion, the blame for Boris teaming up 
with George rather than with a toothless 
Mikhail too might be laid at the door of 
Stalin. These gentlemen who were in con¬ 
trol of the Soviet communist party and its 
affiliates as well as of the Soviet state till 
the other day have gone through exciting 
personal experiences in recent years. Some 
of them were hurtled to power and inter¬ 
national prominence bKause they had 
solid western backing. Some others have 


been a shade less fortunate; they^Hke Gor¬ 
bachev, have lost out, and tlrelr once and 
future dreams are det^vely crushed. The 
undisputed leaders of the counterrevolu¬ 
tion would of course feel no need to offer 
horruige to Josef Dxhugashvili in these 
glorious hours of their triumph; no such 
thoughts are likely to occur to them that 
had there been no revolution and no 
socialist state in the first place, there 
would have been no counterrevolutioa 
either; that it was because that horrid 
Georgian muzhik had established the evil 
system that they now had the opportunity, 
at the end of a waiting period spanning 
several decades, of destroying it. But for 
those like Mikhail Gorbachev, who staked 
all and tost all in their leading involvement 
in the great sport of eradicating socialism 
from their native soil, old man Stalin 
would still be a durable sort of villain; it 
is as clear as daylight, it will be said, that 
perestroika has gone wrong, or not gone 
the way Mikhail Gorbachev had thought 
it would go, because of the curse of 
Stalin’s crimes, which vitiated even the 
process of dismantling the system. Those 
who can climb the American bandwagon, 
do so; those who, equally earnestly, try to 
climb the same bandwagon but happen to 
be pushed out, kick Josef Stalin. It is a 
safe pastime; the fellow has been lying in 
his grave, inert, for the past thirtyeight 
years. 

The polemics therefore is pursued. The 
accusations against Stalin have a touch of 
comprehensiveness about them. The party 
and state apparat he esublished turned 
out to be everlastingly omnipotent. That 
devil incarnate has brnn gone since 1953; 
yet, although successive generations of the 
Soviet leadership had the time and the op¬ 
portunity, they failed to cure either the 
party structure or the state apparatus of 
the organic faults he had vested them 
with. It was however historically inevitabte 
for Stalin’s empire to edme to a sticky end 
sooner or later because of its deficiencies 
and imperfections. Whether it was easy 
or difficult to build the edifice Stalin built 
will be staple for interminable debate. But 
the cruelty accompanying that construc¬ 
tion, it will be stat^, was of a horrendous 
dimension; it was evidence of something 
being fundamentally wrong in both his 
ideology and his oriental mind-set. He 
was harsh beyond the limits of necessity; 
his economics was shot full of holes; his 
authoritarianism forced an artificial in¬ 
tegration of the disparate peoples strad¬ 
dling the vast sweep of Sovietland, but it 
was a forced, unnatural alliance, which 
has finally come apart. 

lb sum up, the doctrine and practice of 
democratic centralism as honed and 
chiselled by Stalin, according to the argu¬ 
ment, was beset by a law of inexorable 
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decay. AS the indescribably wrong things 
that took place in the Soviet Unimi in the 
course of the past seven decades are attri¬ 
butable to it. An excess of centralism was 
responsible for tin rupture of communi¬ 
cations between the upper and lower stiau 
of the party hieraichy: it was also respon¬ 
sible for severing the Units between the 
party and the people; in addition, it pro¬ 
ved to be the fountainhead of the grisly 
corruption which became the hallmark of 
communist parties all over eastern 
Europe: The StaUnist hell was infested by 
such indestructible forces of evil that no 
reforms woe at all feasible; its trauma was 
overwhdmingly debilitating. The thread 
of reasoning at this stage gets somewhat 
warped. Since the revolution was set up 
under impure auspices, its collapse was in¬ 
evitable; never mind whether that took 
seventy or seven hundred years; the 
origiiud sin remained the original sin. 
What could not be cured had to be en¬ 
dured in tire interim. Thank goodness, the 
period of enduring is over, the Americans 
are arriving to disarm the nuclear 
warheads and preside over the final 
dismantlement of the once magniHcent 
Soviet Union. 

This is where doubts accumulate. Were 
the Stalinist structure so bereft of 
goodness or rationality, an unrelieved 
nightmare if there was one, how does one 
explain the emergence of Nikita 
Khrushchev as general secretary of the 
party within a bare few months of Stalin’s 
departure from the scene? If the apparat 
was beyond redemption, how come 
Mikhail Gorbachev, good intentions and 
integrity incarnate, son of an ordinary 
peasant, could also climb the steps of the 
party’s organisational hierarchy and be 
elected as its supreme leader? If the party 
was so altogetho- beyrnu redemption, is 
it not a wonderment that a man with 
Boris Msltsin’s ideology and attitude to life 
could still slink his way through the cor¬ 
ridors of power and emerge as the party 
boss of Moscow? By issuing necessary 
directives from the grave, Stalin could have 
stopped the Gorbachevs and the Yeltsins 
in their track. It did not however quite 
happen that way. 

And it is a bit too much to suggest that 
Stalin’s spell had so mesmerised the 
system that good communists like Gor¬ 
bachev, their herculean efforts notwith¬ 
standing, could not retrieve either the 
party or socialism from the consequences 
of his nefarious doings. A near-forty-year 
atrophy of activity should better be 
descriM as what it essentially is. name¬ 
ly. incompetence. For the same reason, it 
is equally difficult to buy the proposition 
that the chaos to which the great USSR 
has now sunk is on account of Stalin’s 
atrocious economic model. It could not, 
in the first place, have been all that 


atrocious; its achievements are both tong 
and impressive; it revved up the system of 
production so effectively that the Soviet 
Union, almost single-handedly, vanquish¬ 
ed Hitler’s panzer divisions and Luftwttfje 
formations; it ensured that, in the post¬ 
war period, the country matched the great 
United States in military might; it enabled 
Soviet scientists, working on their own, to 
break into the nuclear secret; it could take 
credit for the Soviet Union stealing a 
march over the Americans in the great 
race for establishing superiority in space 
technology and satellite communications; 
it allocated enough funds for the eradica¬ 
tion of mass illiteracy in those segments 
of the Soviet Union which were, barely fif¬ 
ty years ago, still on the fringe of medieval 
darkness; it presided over the grand 
adventure of culture sustaining the 
equipoise between classical art forms and 
the resurging folk traditions; it saw to it 
that boys and girls from socialist lands 
walked away with two-thirds of the Olym¬ 
pic medals; it organised the most im¬ 
pressive social security arrangements ever 
in history for the old and the disabled 
and the most comprehensive caring of 
children; it guaranteed full employment 
for the entire working class; it promoted 
a system where women, as a class, had a 
taste of emancipation never before ex¬ 
perienced in any country in any century. 
Hue, accompanying these achievements 
were some abysmal failures: the harshness 
which marked the process of collectivisa¬ 
tion; the inability of the system to raise 
the level of farm output notwithstanding 
the fantastic advances in the fields of 
science and technology; the failure to im¬ 
prove the quality and distribution of con¬ 
sumer products; the failure to improve the 
quantum and quality of housing; the 
failure to comprehend what satellite com¬ 
munications and the arrival of new gene¬ 
rations were rendering to the contours of 
mass demand. If your taste runs along 
those lines, you can certainly add the ex¬ 
istence of Gulags to this list of detestable 
things. It is also not enough to plead that 
the planning apparatus had to bear the 
brunt of the wrong signals from the social 
welfare function decreed by a party which 
had meanwhile got totally dissociated 
from the people. It could indeed be that, 
on certain issues, the party was right, the 
leadership had to intervene in overall na¬ 
tional interests, set itself firmly against the 
surge of populist emotions and accordingly 
instruct the national planning apparatus. 
On occasions, the time-preference of the 
party leadership could legitimately differ 
from the immediate wishes and predilec¬ 
tions of particular populaces. None of 
these however explains satisfactorily the 
reasons the social welfare function could 
not be changed, when it cried out to be 
changed, despite men like Khrushchev and 


Gorbachev being at ^he helm of the party 
over long spells, nor is it explained why 
individuals with their kind of conviction, 
in charge of both the party and the 
government, were unable to persuade the 
people that, in some specific areas, overall 
national interests demanded that the 
sovereignty of the consumer be ovemiled. 
And of course there is a pathetic missing 
link in the apoloipa why. notwithstanding 
the awareness that setting detailed targets 
in non-essential categories contributed to 
both over-bureaucratisation and corrup¬ 
tion, the post-Stalin generation of the par¬ 
ty leadership did not lift one little finger 
in support of proposals for essential 
reforms until it was time to ditch the 
system altogether. If their immobUismt is 
to be attribuuble to what Stalin had done 
to the party and to their own persona, he 
must have been a very great man indeed. 

The Gorbachevs and the Yeltsins have 
now the freedom they had cherished; of 
their own free will, but in different styles, 
they have surrendered their country to the 
American secretary of state. No doubt 
winter-long celebrations will now follow, 
even as prices soar, unemployment mounts 
and people, freezing because of lack of 
heating, happen to be short of food as 
well. Now that they have the freedom to 
die or live, the celebrants will have no time 
to mull over such adages as that it is dif¬ 
ficult to build, so easy to destroy. As the 
celebrations proceed, struggling men and 
women in the poor countries in Asia. 
Africa and Latin America, who had long 
grown accustomed to look up to the 
Soviet Union and its east European 
neighbours for hope and sustenance, will 
be a somewhat bewildered mass. They are 
however no fools. After the initial shock 
is over, they will absorb the significance 
of the fact that while a great communist 
party and, along with it, a great and 
mighty country went to rack and ruin, the 
millions of members of the party and the 
general populace simply turned the other 
way, they could not care less. A solider 
explanation must lie somewhere for this 
astounding phenomenon than merely the 
bleak, bland quotation from Eliot: in their 
beginning was their end. 

Their main task accomplished, Messrs 
Yeltsin and Gorbachev can now afford to 
play Judas to each other. Their time is 
fruitfully engaged; the thought will not 
perhaps cross their minds that, when the 
accounts are finally gathered three to four 
years hence, the sufferings their ids would 
have inflicted on the people would have 
far exceeded the depr^ations of Stalin. 
But even for that, they will firmly aver the 
responsibility lies firmly with the 
Georgian. Therein lies the absurdity of it; 
the tribe who pass as anti-Stalinists ate the 
devoutest Stalinists of them all. 
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COMMENTARY 


New Beginnings in UP Politics 

Amaresh Mi«ni 

The results of the by-elections to the Lok Sabha and the state 
assembly in UP have been interpreted as generally confirming the 
trends revealed by the general elections. However, underneath this 
appearance of non-change and consolidation of the BJP, some 
nascent tendencies with interesting possibilities can be discerned in 
UP politics. 


THE general assessment of the results of 
the by-elections to the Lok Sabha and the 
state assembly from UP is that the BJP 
has been able to sustain its support base 
in the state, while the Congress continues 
in the wilderness in spite of the Amethi 
victory. The weaknesses of the Janata Dal 
were also exposed and, barring a few 
assembly seats, the party has little worth¬ 
while to show by way of eleaoral gains. 
The left parties were not a major contes¬ 
tant in any of the seats and their role was 
hmited to supporting the Janata Dai 
candidates. Only SJP could make some 
headway—it won five assembly seats and 
orchestrated the viaory of the BSP leader, 
Kanshi Ram, from the Etawah parliamen¬ 
tary constituency. The BSP’s link with 
Mulayam Singh Yadav was indeed a new 
feature which has sparked off speculation 
about new political alignments in the sute 

In many ways the by-elections confirm¬ 
ed the trends which were evident in the 
general election. \fct the victory of the BJP 
in 10 assembly scats is being seen by 
analysts as signalling a new phase in UP 
politics. The BJP has come to be recognis¬ 
ed as a principal political force after the 
Congress at the national level, with UP 
as its major political arena and its 
electoral losses in states like MP and 
Rajasthan are now being regarded as 
‘marginal’ events. In fact BJP’s gain is 
politically more significant this time; it 
won its seats in the post-Mandir phase, 
amidst a flurry of political challenges like 
the workers’ agitation over the privatisa¬ 
tion of the Dalla cement lactory and the 
stalemate over the Ram Janmabhoomi 
issue. The announcement of the state 
government’s decision to take over the 
cement factory took the wind out of a 
campaign which could have snowballed 
into a major issue, even as its acquisition 
of the disputed land around the claimed 
Ram temple helped to contain the more 
extreme elements in the campaign on the 
temple issue, while satisfying its newly- 
won support ba.sc within the conservative 
BAihmin section. 

The BJP state government also initiated 
a few anti-mafia drives, with an eye to 
middle clas.s susceptibilities and, despite 


the fact that it was more an anti-Mulayam 
Singh Yadav drive, the party was suc¬ 
cessful in achieving its aim to a certain 
degree. Only mafia elements belonging to 
the backward castes or the Muslim com¬ 
munity and close to the former chief 
minister were sought to be pursued, even 
though a number of such forces are 
represented in the BJP as well, specially 
in the Avadh (central UP) region. 

All these factors played a part in the 
BJP’s performance at the polls, but the 
state of the other political formations too 
proved to be a significant cause of the 
party’s rise. The Janata Dal remained 
weak and torn by internal strife and even 
the electoral setback has not led the party 
to take stock of its situation. The infight¬ 
ing and repeated splits have dampen^ the 
party’s crofibility and the expulsion of 
Ajit Singh now carries with it the pos¬ 
sibility of a major political crisis. Ajit 
Singh has indicated that he would either 
form a 'new Janata Dal’ or join the Con¬ 
gress and, given the current state of 
affairs, the latter course seems more likely. 
The Congress will naturally gain in such 
an eventuality, but given the current 
balance of social forces it is not certain 
that the party will be able to recapture its 
old stature. Apart from consolidating its 
position amongst Brahmin power-groups, 
the BJP has also penetrated the ranks of 
the backward castes in many areas, 
though Mulayam Singh Yadav has been 
able to retain his Yadav base in some 
areas. 

The Janata Dal is casting about 
desperately for a credible social base. 
During the by-elections, V P Singh tried 
to woo the Thakurs, whereas Ajit Singh 
was busy trying to rekindle the old Jat- 
Muslim alliance. Both failed and since 
then V P Singh has been involved in an 
attempt to build bridges with Mulayam 
Singh Yadav. Nothing substanflat has 
come out of this move so far and the 
former Raja of Manda is now busy trying 
to woo the dalit ranks and to exploit the 
dissension within the BSP. In foct, the 
Janata Dal's move to win over the dalits 
is more a part of its long-term tactics, 
following the whittling down of the 


party’s position as an immediate claimant 
to power. Not surprisingly, Kanshi Ram’s 
distance from V P Singh has increased 
and he is presently exploring the political 
options available to him, whidh range 
from an understanding with Mulayam 
Singh \hdav to an alliance with the Con¬ 
gress. Meanwhile, though the SJP banner 
is being retained by MultQiam Singh 
Yadav, the possibility of forging a broad 
anti-EtIP front, which may indude forces 
ranging from the Congress to the Janata 
Dal to the left, seems closer to the former 
chief minister’s scheme of things. 

, Within the left the CPl(M) has recently 
given a call to all democratic, parotic and 
secular forces in the state to unite against 
the BJP and this time the term ‘left’ has 
been left out, no doubt delibantdy. Both 
communist parties do not seem averse to 
the idea of realigning themselves with 
Mulayam Singh Yadav, their erstwhile 
anti-communal hero of the turbulent 
Ayodhya days, who had fallen into 
disfavour after his breakup with the 
Janata Dal. The CPI(M) has also stressed 
concentration of work among sections 
such as women, students and landless pea¬ 
santry. But its prospects on aU these fronts 
seem far from bright. The party can boast 
of a state-level woman leader in Subhasini 
Ali, but her forte is working class politics 
and not the women’s movement specifical¬ 
ly. Its student organisation, the SFI, has 
l^n languishing in political obscurity for 
quite some time with little political 
presence in the leading campuses of the 
state. Work amongst the landless peasan¬ 
try has never been the halltnark of the 
CPI(M) and it is unlikely that the party 
will go beyond rather ritualistic notions 
armed at activating agricultural labourers. 

The CPl{M)’s attitude to unity with 
other left forces, specially at the state level, 
also remains the same as before. The CPI, 
in a recently released document, exhibited 
a desire to build bridges with formations 
like the IPF and indeed blamed the 
CPl(M) for its obstinate approach on the 
issue. But the CP!(M) has chosen to 
ignore such appeals and the development 
of forces like the IPF which, despite being 
a fringe phenomenon politically, has 
emerged as a distinct ideological trend in 
UP. This was amply reflected in a recent 
seminar organised by some prominent 
dalit intellectuals which also had an added 
importance attached to it. In spite of 
being organised by a section of the 
mainstream dalit intelligentsia, it main¬ 
tained a studied distance from BSP and 
was dominated by leaders of IPF and the 
Janata Dal, with V P Singh attending in 
person. In fact, the emergence of an IPF- 
ieaning block within the dalit intelligentsia 
is a new phenomenon. 

Some recent I^ pronouncements on 
issues like commanalism have given the 
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impreuion that the party is involved in a 
serious attempt to understand the rise of 
the BJP on the basis of a fresh perspec¬ 
tive and has something new to offer on 
the issue. The IPF has, Hrst, asked the left 
parties to stop searching for secular 
elements within the Congress; second, it 
has dted recent political developments to 
assert its claim that the fight against com- 
munalism and for social justice cannot be 
carried on by relying on the might of the 
emerging aiminal forces within the 
backward castes and the minorities. This 
trend is symbolised by Mulayam Singh 
lihdav and has been an important com¬ 
ponent of the type of anti-communalism 
which has won the active support of the 
left too in the recent past. 

Another novel feature in the IPPs pro¬ 
gramme is its stress that ‘secutarism’ as 
such is no longer an effective antidote to 
communalism. The party is advancing this 
position on the basis of its concept of 
communalism which it sees as a political 
phenomenon. It has sought to painstak¬ 
ingly distinguish 'sampradayavad’ or a 
form of communal sectarianism against 
which probably a secular appeal could 
have bMn effective from *$ampradayikta’ 
which is closer to the politics of com¬ 
munal fascism. The latter is seen as 
possessing the potential of going beyond 
the boundaries of the old secular- 
communal dichotomy and evolving as a 
modern response of the ruling classes to 
the ongoing socio-economic-political 
crises, rather than solely as a reassertion 
of the backward and feudal elements 
within the ruling ‘landlord-bourgeois’ 
establishment. This latter view has been 
implicit in many of the anti-communal 
postures of the left and has contributed 
much to the confusion regarding the BJP. 
The IPF, instead of limiting itself to issu¬ 
ing calls for communal harmony and 
secularism, is advocatinr full package 
of a democratic move..ient to combat the 
rise of the BJP and has caUed for the unity 
of all left, democratic, patriotic and 
secular forces around such a mobilisation, 
even while retaining the position of going 
in for joint action on common issues with 
the existing mainstream, anti-Congress, 
anti-BJP forces. 

The dimensions of this approach are yet 
to be fully explored, though its relevance, 
especially in the context of the BJP's 
ideological offensive which is continuing 
to draw a response, cannot be doubted. 
The recent riots in Varanasi are a case in 
point for they exhibit to some degree the 
current tactics of the BJP as regards the 
handling of communally sensitive situa- 
tiorts. The riots were sparked off during 
a religious procession when a pro-BJP 
faction of the Navsangh Club, which had 
organised the show, broke away from the 
main procession and started spreading 
rumours about a Muslim attack on 
Hindus. Soon Muslims coming out of a 
cinema house and a few passers-by were 


attacked brutally and some persons were 
even burnt alive All this took place on 
November 8, 1991. Thereafter organised 
gaitgs claiming a Muslim identity attacked 
and killed some Hindus in the Madanpura 
locality on the 13th. This was followed by 
an orgy of violence by the police, which 
went about systematically beating up 
Muslims and destroying their property, 
making destruction of the Muslim- 
dominated saree handicraft industry a 
special target. Simmering rivalries between 
Hindu and Muslim traders for control of 
the saree trade had an important role to 
play in the happenings. In this the riots 
exhibited a pattern peculiar to the com¬ 
munal disturbance of, say, west UP rather 
than to those of Varanasi where previous 
riots had lacked a systematic ‘target- 
oriented’ character. Another new dimen¬ 
sion was the selective killing of socially 
prominent Muslims at the behest of the 
administration. Anees Ansari, a nephew 
of the famous pwt Nazir Banarasi and a 
prominertt Muslim with a standing in his 
own community and close contacts with 
the administration, was killed in front of 
his own house in the presence of district 
ofHcials. For full three days when com¬ 
munal rioting was at its height, the BJP 
MP from Varanasi and former DGP 
Sirish Chandra Dixit was ensconced in the 
main police control room even when 
curfew passes were denied to opposition 
leaders. The facts of this case were 
reported by some young journalists in 
papers like Navbharai Times, though in 
general the local Hindi press played its 
own role of giving a partisan and one¬ 
sided view of the events. 

However, the riots, rather than marking 
the beginning of a new spate of such 
disturbances, seem more a part of the 
BJP’s approach of initiating such happen¬ 
ings at specific politically opportune junc¬ 
tures without giving the impression that 
it is interested in fomenting communal 
strife or is unable to check its fall-out. A 
crack-down on Muslim power-groups 
coupled with a patronising attitude 
towards Muslims in general are likely to 
be BJP’s tactics. 

Amongst other trends in the state, the 
coming to the fore of independent 
workers’ initiative on issues like privatisa¬ 
tion and the closure of industrial con¬ 
cerns, especially in the cotton mills sector, 
apart from the outcry over the Tehri dam 
issue, the construction of which even the 
BJP has been forced to oppose, embody 
a potential for shifting the political focus 
to democratic issues. Rumblings of a pea¬ 
sant movement are also being heard in 
places tike Gonda and Varanasi, though 
such initiatives are still at a preliminary 
s^e On the other hand, Mahendra 
Singh Tikait’s bid to organise a panchayat 
in from of the Vidhan Sabha in Lucknow 
was effectively foiled by the state govern¬ 
ment without much of a protest from the 
ranks of the farmers in western UP. 
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State Indicted 

Deb Commissioii Report on Tripura 

Brinda Karat 

The Ujan Maidan gang rapes which were committed between 
May 31 and June 2, 1988 were part of the programme of 
’pacification’ of tribal areas launched by the Congress(I)-TUJS 
combine after they rigged the February 1988 elections and 
succeeded in dislodging the Left Front government. Since the 
tribais showed no sign of repentance; the ‘pacification’ became 
a continuing process. 


INCIDENTS of rape including custodial 
rape have been a major concern of dif¬ 
ferent sections of the democratic move¬ 
ment. It is hence surprising that the 
atrocities being committed on tribal 
women in TVipura have been largely ig¬ 
nored. When reported, developments in 
that state have been projected as a fall-out 
of the electoral battle between the Con- 
grcss(I) and the CPl(M). In fact, the issues 
raised by the happenings in IKpura relate 
in a much deeper way to the linkages bet¬ 
ween state, class and gender oppression. 
It is the experience of an exploited and im¬ 
poverished tribal community fighting for 
its rights to land and the survival of its 
identity; it is the experience of the Indian 
state trampling on minimum democratic 
rights through the use of its armed forces; 
it is the experience of how rape of women 
is used as a political weapon to bring a 
community/class to heel on the assumption 
that the collective identity of that group 
is linked to the ‘izzat’ of its women; it is 
the experience of how a Communist Party 
through long years of struggle and sacri¬ 
fice has come to be recognised by that 
class and community as *000 of their own’. 

Some of these aspects can be found in 
the 137 page report of the S C Deb Com¬ 
mission. The report also provides insights 
into questions relating to enquiries into 
rape. It can therefore be useful to the 
women’s movement and to any attempt to 
understand issues related to violence 
against oppressed seaions. It is not the 
pu^se here to attempt either to com¬ 
ment on all the details given in the report 
or to make a wider analysis of the develop¬ 
ments in IVipura. One can only highlight 
two or three aspects of the report and the 
background in which it was given. 

The S C Deb Commission was ap¬ 
pointed by the Supreme Court on a peti¬ 
tion filed by the All-India Democratic 
Women’s Association to enquire into the 
allegation of gang rape, rape and molesta¬ 
tion of tribal vramen in Ujan Maidan, 
Tripura. The terms of reference for the en¬ 


quiry were (I) Whether the tribal women 
of Ujan Maidan had been gang raped, 
raped or molested by jawans of the AgSam 
Rifles between May 31 and June 2, 1988. 
(2) Whether there was a deliberate attempt 
to hush up the crime by the Hipura 
government and the Assam Rifles. 

The Ujan Maidan gang rapes were part 
of the ‘pacification’ programme of tribal 
areas launched by the CongressfD-TUJS 
combine after they rigged the February 
1988 elections and succeeded in dislodg¬ 
ing the Left Front government. Since the 
tribais showed no sign of repentance, the 
‘pacification’ became a continuing pro¬ 
cess. During 1989, 1990 and 1991 state 
repression in tribal-dominated areas 
increased. In 1SI90 the IVipura unit of 
AIDWA compiled a list of 223 tribal and 
SC women who had been gang raped, 
raped or brutally molested. 

Rape as a Class/Political Weapon 

Just as in the Ujan Maidan rape case, 
in these cases also, the government denied 
their occurrence and the police refused to 
file FIRs. A fact-finding committee of 
some women’s organisations visited 
IVipura and met 70 of the victims. In a 
memorandum to the then central govern¬ 
ment the members of the team which in¬ 
cluded Vina Mazumdar (director, CWDS), 
Vidya Muiishi (NFIW), Martju Mohan 
(MDS), Susecla Copalan (AIDWA), Kirti 
Singh (lawyer, Delhi) and Malini Bhatta- 
charya (MP) noted: The geographical and 
class, caste, conununity distribution of 
atrocities leaves little doubt of the inten¬ 
tions behind this attempt to create a 
political and social atmosphere of terror. 
The overwhelming majority of women 
whom we interviewed come from the sub¬ 
divisions of Sabroom, Belonia and Sadr, 
from the two districts of South and West 
IVipura. In South IVipura, tribais con¬ 
stitute 36 per cent and scheduled castes 
16 per cent of the population. In West 
Tripura, tribais constitute 35 per cent and 


SCs nearly 16 per cent. The intention » 
obviously to force the tribal pt^n^ti^ 
to leave their land, hranes and hvelihodd. 
(This process has intoisified in the last 
year with the large-scale settlement of im¬ 
migrants on tribal land to gain political 
control of the region.) 

The monorandum further notes “A 
startling statistic that needs to be high¬ 
lighted is that 11.43 per cent of the women 
we met were assaulted on July 8, the poll¬ 
ing day for the Tripura TVibal Area Auto¬ 
nomous Council elections. Of the victims 
87.5 per cent were tribais, SCs or OBCs 
18.S7 per cent were attacted in the week 
ending July 8, that is Just prior to the elec¬ 
tion. Four tribal women told us they were 
stopped and gang raped in the Jungle on 
the way to the polling booth” The com¬ 
mittee concluded, **.. .events in Tripura 
represent a crude example of the criminali- 
sation of politics,*and the use of atrocities 
against women as an instrument of poli¬ 
tical action .. .these planned attacks on 
women are related to an attempt to 
destroy their democratic rights as 
citizens”. The Joint committee thus linked 
the struggle against sexual violence in a 
specific and concrete way with the wider 
struggle for democracy and democratic 
rights. 

The S C Deb Commission report 
strongly substantiates this point. The 
defence of the accused Jawans by counsel 
for the Assam Rifles and the union of 
India, as well as the refutation of the 
charges of cover-up by the Tripura govern¬ 
ment before the Supreme Cpurt Commis¬ 
sion, based itself mainly on the charge 
that the CPI(M) has a vested interest in 
fabricating charges of rape to ‘demoralise’ 
the law enforcement agencies and to 
malign the government. Thus the very 
reason for the atrocities, i e, tribal sup¬ 
port to the CPIfM), was sought to be con¬ 
verted by the defence into a reason for 
fabrication. Senior officers of the Assam 
Rifles and the police went so far as to ac¬ 
tually question the tribais on who they 
voted for, only to get the reply ’the 
CPI(M)’. The commission’s report had 
this to say “Voting is secret in our coun¬ 
try and yet those two senior officers defied 
the law by raking advantage of the acute 
poverty and total illiteracy of the villagers 
of Ujan Maidan. The purpose of their 
visit is apparent .. .to <^<>1 <^11 the 
villagers of Ujan Maidan ‘were the sup¬ 
porters of CPl(M) and later to make out 
a case against the CPl(M)... Merely 
because the assodaiion and some members 
of CPI(M) have taken up the case of the 
victim tribal women, it cannot be said that 
they have done anything wrong against the 
state government and union of India. It 
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cuts at the very root Of the argument 
against the association and the CPI(M) 
made at the baK* Even more signincanily 
the commission notes **... it is now high 
time for the Hon’ble Supreme Court to 
express its valuable opinion as to whether 
a paramilitary force or army should be 
permitted to say anything against any 
political party of our country. And this 
valued opinion shall have a far-reaching 
effect on our country as a whole!’ 

The TNV Connec tion 

A significant exposure made in the Deb 
Commission report is of the links between 
the ruling party and the then armed, 
secessionist TNV. Those familiar with 
developments in Tripura will recall that ii 
was the TNV-organised massacres of 
Bengalis which provided the handle for 
the Rajiv Gandhi government to send in 
the army and the paramilitary forces just 
prior to the 1988 elections. The TNV ac¬ 
tions mysteriously stopped after the elec¬ 
tion results were declared, and a few 
months later the ‘commanders’ had been 
provided government jobs after well- 
publicised ‘surrender’ ceremonies The 
CPl(M) and others had pointed to the 
nexus between the Congress(I) and Ihc 
TNV as pari of the oft-used strategy of 
the ruling party to patronise and use such 
organisations and individuals for political 
gam, regardless of the cost to national 
unity. 

The two main witnesses for the defence 
produced by the union of India were self- 
proclaimed TNV ‘sepoys’ Prabhat Deb 
Barman and Mohanta Deb Barman. Both 
of them testified before the commission 
that in the period May-Junc, they, along 
with others of the TNV squad, were in the 
(Jjan Maidan area and they knew all the 
villagers well and were given food and 
shelter by them. When the Assam Rifles 
jawans came, they fled to the jungle about 
half a kilometre from the village. (The 
following IS verbatim from the commis¬ 
sion’s report. “He (Prabhat Deb Barman} 
said that the Assam Rifles did not search 
for them although they were half a kilo¬ 
metre from Ujan Maidan. He said they 
saw from the jungle that the jawans were 
all along sitting under a tree taking tood 
and after three days they left Ujan 
Maidan... (When) they returned to Ujan 
Maidan [after the jawans left] the villagers 
told them that the jawans had enquired 
about TNV terrorists but that the jawans 
did not torture them... he said that the 
allegations that jawans had raped the 
tribal women of Ujan Maidan are totally 
false... He further said that about a yeai 
back he came to Agartala to tell this com¬ 
mission that the CPI(M) was spreading 


lies about the incident and he was in¬ 
structed to say so by TNV leaders..." “In 
CTOss examination he said he is staying at 
the house of TNV commander Ananta 
Deb Barman who told him to give evi¬ 
dence in this case in favour of the Assam 
Rifles... He IS still a member of the TNV 
and leaders of TNV decided that he was 
to give evidence before this commis.sion 
and so he is giving evidence...’’ The other 
TNV witness also give a similar statement. 
The TNV action squad thus comes to the 
rescue of a paramilitary force which had 
been specfiFically in the area to arrest them 
and they do so on the instruction of their 
commanders and all this on behalf of ihe 
union of India, supposedly their main 
enemy! Even more significant however is 
the evidence of yet another witness, a 
Major Ralhi who was posted at the Assam 
Rifles headquarters in Agartala in that 
period. In this statement before the com¬ 
mission he testified that “the 27th bat¬ 
talion of the Assam Rifles conducted 
counter insurgency operations in the Ujan 
Maidan area for about five days from ihe 
last part of May 1988. During the opera¬ 
tion two or three TNV extremists weie 
apprehended!' However, during cross ex¬ 
amination he admitted that “from 
November 1987 to the first week ol June 
1988 there were no encounters between the 
TNV and the Assam Rifles in the Ujan 
Maidan area”. He also admitted that the 
two or three extremists arrested in the 
period mentioned were apprehended not 
in Ujan Maidan but “in the Bhaii 
Maidan-Promodenagar track”. The en¬ 
quiry and the evidence therefore clearly 
prove that there were no^TNV action 
squads in the area, there were no ‘en¬ 
counters’ and that it was a completely ar¬ 
bitrary action on the part of the Assam 
Rifles and that the union of India, the 
Assam Rilles and the TNV connived to 
give false testimony in defence of the 
rapists. 


“The Enquiries” 

it happens all too often in cases of rape 
that the initial evidence collection is 
sabotaged (as happened in the Gajraula 
case for instance) and therefore even if an 
FIR is filed the case remains weak The 
difficulty for a victim of rape to give a 
detailed account of how she was raped, 
which part of h^r body was violated first, 
which bruise was inflicted when, and so 
on, and that also to usually impatient and 
unsympathetic policemen, is not taken 
into account. The law, and Ihe way it is 
interpreted demands a clinical step-by-step 
account, which a traumatised victim of 
rape may be in no state to give. Many 
rapists have been held “not guilty” on the 


basis of supposed contradictions in the 
statements of the victims or lack of 
medical evidence. The question of the type 
of enquiry into rape cases is therefore 
crucial for conviction. The IVipura case 
and the Deb Commission’s findings subs¬ 
tantiate with considerable weight the 
demand for a total review of different 
aspects of the rape laws. 

The rapes occurred betweat May 31 and 
June 2. In response to public pressure, the 
government agreed to *enquire’ into the 
matter after it hstd publicly declared that 
no such atrocity tuul takw place. How¬ 
ever, instead of a judicial probe, enquiries 
were left to the agencies directly involved. 
The most astounding information given 
to the commission is that five such en¬ 
quiries were supposedly held. An initial 
enquiry by the officer-in<harge of Khowai, 
F S Nityanand Deb was followed by 
an enquiry by CTD inspector of tkipura 
Police, Dinesh Chandra Das (this was the 
mam enquiry report relied on by the 
detence) There was also an enquiry by a 
fact-linding committee comprising the 
district magistrate. West Thputa, a woman 
SDO, and the DSP of West Ihpura. Later 
a major of the Assam Rifles was co-opted 
into the committee. A court of enquiry 
was set up by the Assam Rifles which in¬ 
cluded an officer of the rank of brigadier, 
a major and others, in other words, the 
women victims were to be interrogated 
five times by five different sets of persons, 
all males except for one, who were com¬ 
plete strangers to them and to whom they 
were expected to relate the horrendous 
details of the violation of their bodies. 
This IS precisely the type of repeated vic- 
timrsation of women who have been raped 
that women’s organisations have been pro¬ 
testing against. 

All the enquiries concluded that no 
rapes had taken place, and that indeed 
there was no incident at all and it was all 
fabricated by the CPl(M) Only the 
As.sam Rifles court of enquiry held that 
It was possible that one single case of 
molestation had taken place. 

How were these so-called enquiries con¬ 
ducted? (I) Not a single person on any of 
the five committees actually visited the 
village where the rapes had taken place. 
Only one member, the CID inspector 
Dinesh Chandra Das, claimed to have 
visited the village, but according to his 
testimony, when he reached the village, all 
the houses were locked and not a single 
person was there. The commission held his 
statement to be false and cojicluded that 
it is doubtful whether he visited the village 
at all. (2) Since not a single person on the 
enquiry committees or any of the police 
agencies in the area had gone to the village 


Economic and Political Wcckl> .laniiais IH. 1992 


81 



it became clear that no effort was made 
Jo conduct any medical check-up of the 
victims. The commission thus rejected the 
contention of the defence that it was the 
women who had refused medical check¬ 
ups. (3) Except for the Assam Rifles en¬ 
quiry, none of the other committees ex¬ 
amined the jawans, nor did they appear 
before the commission. (4) All the victims 
and their witnesses were tribals who could 
speak and understand only 'kokborok’, 
their own language In all the five enquiry 
committees, only one member was a 
tribal, the DSP of West Tripura and no 
one else could directly communicate with 
the women, where and how did they inter¬ 
view the women and who interpreted for 
them? According to the evidence three of 
the committees claimed to have met the 
victims. And how was this done? The 
defence claimed that on June 5, 18 tribal 
witnesses who spoke in their own langu¬ 
age were interviewed. This is what the 
commission had to say about this ‘en¬ 
quiry’. “Mr Rao [the enquiry committee 
member] says the statements were all 
made in one day and recorded. I took nine 
days to examine only eight tribal women 
and a girl sitting five hours a day. Who 
was the interpreter is not mentioned. Who 
asked the 18 witnesses to appear at a given 
time and place is not mentioned. The 
report is supposed to be joint but the 
other signature is not there.. I cannot 
give credence to it!’ 

The other two committees claimed that 
on June 12 they had both separately 
recorded the statements of the tribal vic¬ 
tims and witnes.scs. Who was the inter¬ 
preter? Only one tiame appears repeated¬ 
ly, that of a TUJS leader Dilip Deb 
Barman. He was used by the police en¬ 
quiry as the interpreter. The fact-finding 
committee does not mention that a 
leading member of a political outfit which 
is a partner in the tuling alliance is used 
to interpret statements of women who are 
victims of that very alliance and such in¬ 
terpretation IS taken as the gospel truth! 
The commission commented, “. .it is 
doubtful whether the three non-tribal 
members of the [fact-finding] committee 
could understand what the tribal witnesses 
were saying .. they therefore acted on 
what were recorded by someone to be the 
statements of those tribal witnesses . .the 
thumb impression of those tribal witnes¬ 
ses was not taken below their sutements”. 
“On the same day, i e, June 12 in the same 
office, [the police enquiry committee 
member] Mr Das recorded what the local 
leader of TUJS Mr Dilip Deb Barman 
said^to be the statement of eight tribal 
witncs-ses. Then Capt Sharma and Mr 
Sharma of Tripura police recorded in a 
single day what the men of Assam Rifles 
and Tripura police said to be the state¬ 


ments of tribal witnesses.... As stated 
earlier it took me many days to hear, 
record, read over and explain the deposi¬ 
tion of tribal witnesses. Whereas altoge¬ 
ther 45 tribal witnesses of Ujan Maidan 
in their own language and two Assam 
Rifles jawans were examined in only three 
days by five different authorities who 
recorded in English what their interpreter 
[read; TUJS Deb Barman] said to be the 
statements of these 45 tribal witnesses. It 
was not humanly possible to do so and 
everything seems to be absurd.,.” The 
method of collection of evidence of the 
other two committees remains unexplain¬ 
ed. Their findings arc no different from 
that of the three committees mentioned. 
Can one conclude that they merely drew 
on the ‘evidence* of these latter commit¬ 
tees, only to reiterate their falsehoods in 
the hope that repetition would make them 
into the ‘truth’? 

On the basis of these statements, the 
defence also made out a case that the 
women were contradicting themselves and 
giving different statements to different 
authorities. Having demonstrated the 
method of the conduct of the enquiries 
in the first plaae, the commission, com¬ 
menting on the supposed contradictions 
says, “From June to July 1988 these tribal 
women and girls were examined by so 
many intelligent and highranking experi¬ 
enced authorities. their whole evidence 
has to be assessed in the background of 
the primitive society in which they live, 
their simplicity, total illiteracy, acute 
poverty and practically total isolation 
from civilisation . some of them had to 
face severe cross examination by eminent 
counsel before me. It is expected from 
them that they would go on saying the 
same thing without making any contradic¬ 


tions? My answer is definitely not which 
is based on my long experience in bar and 
bench and as a chairman of many com¬ 
missions. And if they had repeated the 
same thing before each and every authori¬ 
ty without making any contradictions 
whatsoever, 1 would have totally disbeliev¬ 
ed them as tutored witnesses...” While 
one may not agree with the language used 
by the commission to describe the tribal 
society, the report is drawing one’s atten¬ 
tion to the specific social realities of the 
women, integral to an understanding of 
their testimony. The 137-page report con¬ 
cludes with the findings that “(i) some 
jawans of Assam Rifles had gang taped 
at least Radhika, Banapats, Sonakali and 
Subhalaxmi and raped Pravati and Laxi- 
miti and a jawan of Assam Rifles has 
molested Panchalaxmi in Ujanmaidan 
during May 31 and June 2, 1988 and (2) 
the state of Tripura and the army officers 
are trying to hush up the aforesaid crime 
and the police investigation has proceed¬ 
ed in that direction.” 

The date for the Supreme Court to 
opine on the commission’s findings has 
been set for April 1992. In the meanwhile 
the demand for immediate action against 
the criminals named in the report in¬ 
cluding the officers who hushed up the 
case, and also the resignation of the 
TJipura government has been raised in 
protests organised by AIDWA. 

In Delhi, one docs not as yet know what 
the reactions of the Ujan Maidan women 
were when they heard of the commission’s 
findings? What one does know is that it 
was their courage and resolution which 
has opened up the possibility of securing 
at least a semblance of justice not only 
for themselves but for their sister victims, 
in Ti-ipura. 
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Dalit and Caste Hindu Clashes 
in Karnataka 

Narendra Singh 

Clashes between lingayats and the dalits in southern Karnataka 
claimed, eight lives recently. What really happened? 


SARGUR ‘hobli’ (administrative unit) in 
H D Kote taluk of Karnataka was the 
scene of communal violence recently, 
claiming more than eight lives also leaving 
a trail of misery and fear. H D Kote taluk 
of Karnataka, bordering Kerala state, is 
a backward, underdeveloped area of sub¬ 
sistence agriculture. Sargur town is an ad¬ 
ministrative and trading centre, with an 
usual complement of facilities and ser¬ 
vices for the surrounding villages of the 
hobli. The town population comprises 
largely lingayats, nayaks, Jains, Muslims 
and a segregated dalit colony. The town 
dalits appear to be better off than the 
rural ones around. Among them, many 
are school educated or drop-outs and 
some even own small landholdings, though 
the large majority are wage earners and 
farm hands. 

Sargur hobli has many villages, chief of 
which fort)ur reference are Hanchipura, 
Kalegowdanahundi and Jawalapura. The 
major village communities include the 
small farmer lingayat.s, shepherd kurubas, 
and coolie dalits. For example, Hanchi¬ 
pura village has about 150 families, in¬ 
cluding 100 lingayats and 25 each of 
kurubas and adijambava dalits. This 
village also has a lingayat 'math’ with the 
presiding swamiji and his usual retinue. 
That math seems to be a common meeting 
place for the village and a reception centre 
for out siders. The Kabini right bank canal 
flows in between Hanchipura and Sargur 
town with Its water about 4-5 metres down 
below the deep sides, as seen from the 
bridge across the canal. The other villages 
are also close around. 

Sargur town is reported to have a long 
history of feuds between the dalits and 
caste Hindus. A few years back there was 
a clash between th<‘m and the toddy- 
tapper idigas. Only recently, there had 
been a verbal clash between the dalit and 
hngayat youths in a cinema. One lingayat 
youth, Prakash, asked the dalits sitting in 
front not to obstruct his view. The latter 
strongly reacted, insisting on their right 
to sit any way they liked. That incident 
ended with hot words. The November 7 
incident however sparked violence and the 
whole series of subsequent events. 

Some hngayat youths of Hanchipura 
had purchased matinee cinema tickets and 


had an extra one. One of the dalit youths, 
standing close by, took the spare ticket, 
but having no cash wanted to pay later. 
The lingayat youths removed his shoulder 
scarf as a security for the ticket money. 
That was not liked by the dalit youths and 
in the following scuffle two of them were 
beaten. After the film, dalits went to the 
colony and returned with a crowd. Coming 
across Prakash (of the one-month old 
incident}, unconnected though with these 
present events they beat him up very badly. 
On learning about it, the police came and 
sent Prakash to the hosptial. In the mean¬ 
time, a large crowd came from Hanchi¬ 
pura and was confronted by an equally 
strong one of Sargur dalits at the canal 
bridge. The police intervention was im¬ 
mediate and they apparently pacified the 
two groups. 

On November 8, dalits complained 
about police inaction the previous day. 
The police claimed that they had bound 
the leaders of the two communities under 
IPC section 107 so as not to disturb peace. 
On the same day, however, standing crops 
in dalits* fields near Jawalapura were 
destroyed by grazing cattle of the Hanchi¬ 
pura lingayats. On November 9 lodging a 
complaint about the crop destruction, 
Sargur dalits again accused the police of 
inaction and their leaders asked for pro¬ 
tection against lingayat attacks and rava¬ 
ges. The following day at about 9 am 
some miscreants set on fire five ragi and 
jowar haystacks of dalits and one of a 
nayak. The dalits lodged a complaint an 
hour later and according to them there 
was no police action until the fire engines 
came at 1.30 pm. The fire was brought 
under control only by 6 pm. On November 
11 at 7.30 am a bus from Hanchipura side 
was stopped at the canal bridge by a dalit 
crowd. Selectively eight lingayats of Han¬ 
chipura were dragged out and severely 
beaten up; four were thrown into the 
canal, two died and the others were saved 
by the Kathegal villagers. An attempt to 
burn the bus was checked by a persuasive 
police constable, a bus passenger, who was 
also beaten up, as was a woman passenger 
who tried to intervene. The police reached 
the place long after the bus incident, when 
the constable who had intervened filed his 
report at the police station. 


At 9 am the police literally invaded 
the dalit colony from the town side and 
started an indiscriminate assault on all, 
including women and children. A lot of 
property was destroyed as evident by the 
doors broken down and forced open, 
damaged metal vessels (copper), and a 
tape-recorder. An ankle chain was also 
allegedly snatched from a woi.' »n. The 
dalits, trying to escape the police assault, 
faced at the far end of coloriy a crowd of 
Hanchipura lingayats. The latter had ar¬ 
rived in response to a rumour that all bus 
passengers had been killed in the dalit 
attack. Many of the assaulted dalits were 
thrown into the canal with some bodies 
being recovered later. "Rvo more incidents 
occurred the same day. A dalit farmhand, 
returning to his village Kalegowdanahundi, 
was stabbed to death by some youths. In 
another case, two lingayat youths on a 
motorcycle were attacked by some dalits 
near Jawalapura, but escaped with minor 
injuries. 

The tally in the violence on November II 
is reported to be in the death of at least 
two lingayats and six dalits. More than 14 
people were injured seriously enough to 
need hospital treatment. The more severe 
cases were sent to Mysore and the rest 
were attended to in Sargur. The injured 
included some lingayats from the bus in¬ 
cident and many more dalits due to the 
police-and-lingayat attack. The total ar¬ 
rests, as on November 17, was 13 lingayats 
and 20 dalits, with the police still on the 
Idbkout for others. People of both the 
communities say that the dead and in¬ 
jured, as also the arrested ones, included 
only innocent people totally unconnected 
with the violence. 

The Poi ice and Oh it iai GAinat 
Visitors 

Since November 11, Sargur hobli has 
been subjected to police presence in large 
numbers. According to the police, there 
have been minor clashes between the 
Sargur dalits and caste Hindus in the past, 
but never of such a magnitude as the re¬ 
cent ones. They allege that the present kill¬ 
ings are a result of sudden rise of dalit 
passions. The police denied any link bet¬ 
ween the haystacks fire and the clashes— 
they were only a sequel to the quarrel at 
the cinema on seventh, they say. The 
police has clamped section 144 in Sargur 
town and hobli villages, and banned entry 
of outsiders to prevent vested interests 
from exploiting the situation. All un¬ 
official visitors were required to have 
police permission Antharsanthe police 
outpost has been upgraded, the strength 
of the Sargur police station has been in¬ 
creased, and additional KSRP battalions 
have been deployed in the area. According 
to the police, no peace committee could 
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be formed as most males had gone under¬ 
ground fearing arrest. When on November 
17, as mentioned later, a PUCL team en¬ 
quired about the police assault, it was flat¬ 
ly denied, but the team members could 
sense the weakness of denial. 

Besides, the authorities’ presence, con¬ 
spicuous in bolice camps and vehicles, 
there has been a rush of officials and 
politicans to Sargur after the violence 
reports, including many digniuries. On 
November 13 came the first state govern¬ 
ment officai, planning minister Naga- 
rathnamma, who was accompanied by, 
among others, the Mysore MP Urs, local 
MLA Venkatesh and the local zilla 
parishad president Vishabhendrappa. 
Both in Sargur dalit colony and Hanchi- 
pura village, women folk of the victim 
families wailed for help, which was readily 
assured by the minister. The next day state 
home minister Dharam Singh visited the 
affected area, announced an enquiry by 
the corps of detectives (COD) and a com¬ 
pensation of Rs 50,000 to each family of 
the dead, also a suitable amount for the 
injured, and urged the local leaders to 
hold peace meetings. The same day, sute 
social welfare minister Shivanna also came 
to the area and met the grief-stricken 
families. Next came assembly opposition 
leader Chandre Gowda, who called for a 
judicial enquiry into the clashes and police 
lapses in not uking timely action. In his 
opinion given that the two groups had 
similar economic locus standi, a selective 
clash between a particular caste Hindu 
section and a particular dalit subsect 
could only be due to some old rivalry. He 
added that, instead of a heavy police force 
causing panic, the concerned minister 
must camp and convene meetings of local 
religious and social leaders to restore 
peace and tranquillity. 

On November 17 came two unoffiaal 
teams from Mysore. One consisted of 
politicans, progressive writers, intellectuals 
and teachers, including Chamaiajnagar 
MP Srinivasa Prasad, and a former state 
minister and a former Mysore zilla pari¬ 
shad president. This team was escorted by 
the police. The other learn was of the 
Peoples Union of Civil Liberties (PUCl ), 
comprising a Gandhian, a social worker, 
a doctor, a teacher, and a retired scientist. 
Both teams were often together ai some 
places. First they visited Hanchipura 
village and talked with a clash-injured 
victim, sitting in the lingayat math in the 
presence of the swamiji and a police of¬ 
ficial, Then ihey went round and met the 
families of the dead and others. Almost 
alljmales of the lingayat, kuruba and even 
adijambava families had absconded, leav¬ 
ing only the females, children and some 
very old men. The teams then went to the 


dalit colony in Sargur where they heard 
the dalits' version of incidents and the 
narratives of injured women and children, 
all collecting at a central place. After that, 
during the visit round the colony, were 
seen the damage to doors, metal vessels 
and the tape recorder. In the end, the 
PUCL team also visited the Sargur police 
station to meet the officer-in-chaige of the 
actions on eleventh. As stated earlier, his 
denial of the police-assault on the colony 
was far from convincing. 

The PUCL team as well as the other 
one, later in press reports identiHed as of 
Manava Souharda Samiti, both issued 
press statements of their findings with 
many common points. Both came down 
heavily on the police, charging the Sargur 
police with negligence and the responsi¬ 
bility for the clashes which have claimed 
at least eight lives and scores of injured, 
disturbing peace, and caused panic and 
property damage. Police callousness was 
clear from its inaction after the cinema in¬ 
cident, despite knowledge of earlier in¬ 
cidents. Police were accused of barging in¬ 
to the dalit colony, indiscriminately 
assaulting all, including women and 
children, break open the house-doors and 
damaging property. The police had also 
harassed the women, children and old 
men of Hanchipura village. Clearly, peo¬ 
ple of both the localities have lost con¬ 
fidence in police and the heavy police 
pressure is only a cause of panic, much 
greater in Hanchipura due to its presence 
all the time at the village centre. Both 
teams made common demands along the 
following lines: (1) Present police teams 
in Sargur hobli should be immediately 
replaced by impartial and able police from 
el^here. (2) Evidently only a judicial en¬ 
quiry would lead to the pinpointing of the 
causes, police lapses and possibly some 
immediately pacifying measures. (3) All 
miscreants, responsible for clashes and ag¬ 
gravating the situation, should be-brought 
to book immediately. ( 4 ) Adequate relief 
and suitable compensation, on priority, 
must be provided to the families of the 
deceased as well as to the injured. The 
PUCL team also demanded that the inno¬ 
cents among the arrested should be imme¬ 
diately released to help in the return of- 
normalcy, and the lo^ administrative, 
political and social workos should assume 
a responsible role to check recurrence of 
such situations, particularly with reference 
to Hanchipura lingayats and Sargur dalits. 

Persistence of age-old, deep-rooted, 
discriminatory and oppressive caste rela¬ 
tions of the Indian society were glaring in 
the following. On the one hand, lingayats 
had then math to look after and provide 
some succour to the forlorn families, 
whereas the dalits had no such support. 


The police also exhibited their casteism in 
locating their ctunp in the lingayat village 
and in having a constant social rapport 
with the math. In contrast, the police 
camp in Sargur was located outside near 
the entrance of dalit colony, that of the 
untouchables. Then the police also laun¬ 
ched an indiscriminate assault on the 
dalits alone. 

The changed political environment 
after independence and of modern times 
has no doubt roused the aspiration of all 
suppressed and oppressed communities, 
including the dalits. Their age-old sup¬ 
pressed feelings against social and econo¬ 
mic persecution ate exploding in a violent 
manner. This is not surprising, as it is only 
due to the dominant social values and rul¬ 
ing ideas. The niUng ideas of Indian socie¬ 
ty are, now, cut-throat self-aggrandising 
competition, and communal and casteist 
prejudices, further fortified in the per¬ 
vasive atmosphere of present-day populist 
and opportunist Indian polity. The solu¬ 
tions lie only in collective emancipatory 
struggles of ^1 suppressed, oppress^ and 
exploited communities and people, in¬ 
cluding the dalits. In its absence, the grow¬ 
ing discontent, roused aspirations, and 
reassertion efforts are to continue being 
expressed in sectarian and disjointed ways, 
diverted into conflicts among the suffer¬ 
ing communities themselves, as between 
the dalits and poor lingayats. 
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ASSAM 

'Rough Justice’ 

A Correspondent 

The killing of ULFA leader Hirok Jyoti Mahanta in December 
last bears all the marks of a staged Encounter death’. 


THE official claims that Hirok Jyoti 
Mahanta, the self-styled ‘deputy 
commander-in-chief of the United 
Liberation Front of Asom (ULFA), was 
killed in cross-fire while he attempted to 
flee from his captors on the night of 
December 31, 1991 have found hardly any 
takers even among those who have 
strenuously and consistently opposed the 
aims and methods of the banned 
organisation. 

The ULFA leader had been captured a 
little before 9 that night, along with two 
other ULFA militants (Dhruba Ihlukdar 
and Akon Baishya), by a detachment of 
the armed forces which had surrounded 
the house where they had holed up. The 
arrest had followed two other arrests 
earlier in the evening in two separate ac¬ 
tions in which three other ULFA militants, 
including ULFA’s central publicity 
secretary, Siddhartha Phukan, had been 
captured. Following the leads gained dur¬ 
ing the interrogation of the arrested 
militants, the army personnel had landed 
at the ULFA hide-out, actually a house 
in a residential locality in the Geetha 
Nagar area on the Zoo-Narengi Road in 
Guwahati. 

indeed, in consideration of the 
vulnerability of the surroundings where 
they had been cornered, the three militants 
had surrendered without offering any 
resistance. Soon thereafter, according to 
official claims, Hirok Jyoti Mahanta of¬ 
fered to lead his captors to an ULFA hide¬ 
out in the Chandrapur area on the out¬ 
skirts of Guwahati. But while approach¬ 
ing the hide-out, Mahanta despite 
previous warnings loudly alerted his com¬ 
panions ahead about the approach of the 
army personnel, and also tried to flee. 
There was then the inevitable exchange of 
fire in which Hirok Jyoti Mahanta was 
caught. Grievously wounded, he died even 
as he was beeing moved to the military 
hospital at Bashishta. 

There are inconsistencies even in this 
sequence of events that evening which 
began with the arrest of an ULFA militant 
and his companion in the Fanshi Bazar 
area in the heart of Guwahati, followed 
by the brief encounter in the Beltola area 
about ten kilometres away m the Dispur 
capital complex in which ULFA’s high- 
profile publicity secretary, Siddhartha 
Pukhan, along with Sailen Dutta Konwar, 


secretary of the Kamrup district unit of 
ULFA was captured, and finally the sur¬ 
render of Hirok Jyoti Mahanta and two 
other ULFA militants, within hours of 
which Mahanta himself was ‘killed while 
trying to flee’. The problem with the 
official account is that the sequence is all 
too familiar and in fact tallies almost ex¬ 
actly with at least twaother ‘killed while 
trying to flee’ incidents during Operation 
Rhino. 

On September 28 last year, army per¬ 
sonnel arrested Dhiren Doley, a suspeaed 
ULFA militant, from near his village Sessa 
Mising Gaon under Bihupuria police sta¬ 
tion in Lakhimpur district. After inter¬ 
rogation, he ‘volunteered’ to lead his cap- 
tors to an ULFA hide-out the following 
day. But while approaching the promised 
hide-out, according to the official claim 
made during the formal briefings follow¬ 
ing the incident, he tried to flee (after 
making a plea to answer a call of nature) 
and was thus ‘killed while trying to flee’. 
Four days later, on October 3, Khetra 
Bora, a suspected ULFA militant, was ar¬ 
rested by the army personnel from near 
Maghnova village, under the same police 
station in the same district. The follow¬ 
ing day, while leading his captors to an 
ULFA hide-out, he too tried to run away 
and was thus ‘killed while trying to flee’v 
The same drill, with minor variations, was 
enacted in the case of Kiron Saikia of 
Hathibandha Gaun, Gohpur police .sta¬ 
tion, Sonitpur district, arrested on 
October 28 and ‘killed while trying to flee’ 
on October 29. 

Even without these grisly precedents, 
the claim that Hirok Jyoti Mahanta 
volunteered to lead his captors to an 
ULFA hide-out within so short a time of 
his captrue simply flies in the face of all 
that was known about the character and 
personality of the dead militant. Further, 
Mahanta was known to be unalterably op¬ 
posed, however unrealistic such a stand 
might seem, to any talks which would 
have involved a compromise on ULFA’s 
stated objective of Swadhin Asom. 
Indeed, there have been barely veiled sug¬ 
gestions in the comments on the new 
year's eve events in the Assamese press 
that Mahanta was simply done away with 
in order to make it possible for the ULFA 
leadership, freed of the dreaded presence 
hovenng in the background, to hold talks. 


Even if one were to count out these sug¬ 
gestions. the incident does bear all the 
marks of staged encounter deaths being 
enacted in several other parts of the coun¬ 
try, and now refined as a matter of .state 
policy in Punjab and Jammu and 
Kashmir. Indeed, as in Punjab and 
Jammu and Kashmir, sections of the law 
enforcing authorities in Assam too have 
begun to rationalise the incident as a kind 
of ‘rough justice’ which alone works in 
such cases. According to this reading, 
there was simply no way in which the 
system could have got a man like Hirok 
Jyoti Mahanta, known to have commit¬ 
ted several heinous crimes (some confirm¬ 
ed by his own comrades), convicted and 
sentenced according to established pro¬ 
cedure under law. The social reality in 
Assam where despite its proven cruelties. 
ULFA’s social base has not been serious¬ 
ly eroded, simply would not admit a for¬ 
mally correct procedure and denouement. 
Mahanta who had been arrested once (in 
May 1989) had been able to secure Ins 
release, along with that ol two other 
ULFA militants, within weeks of that ar¬ 
rest, when ULFA kidnapped the general 
manager of the Guwahati refinery and 
two others, and forced the AGP govern¬ 
ment (which was not too reluctant)-to 
release Mahanta and two other militants 
in return for the release of the hostages. 

In other words, according to such a 
view, there is simply no prison in Assam 
where Hirok Jyoti Mahanta could have 
been securely lodged, no process under 
law by which he could have been convicted 
and sentenced. “Unless these infirmities 
of the administrative and juridical system 
are removed and the law enforcing agen¬ 
cies are assured that captured criminals 
will neither walk away from the prisons 
nor laugh their ways out of law courts, 
such ‘rough justice' will, unfortunately 
and unavoidably, continue to be meted 
out to the likes of Hirok Jyotj Mahanta", 
one law enforcement official maintained. 

This dilemma, not unique to the situa¬ 
tion in Assam, will persist even after the 
public indignation over what the state's 
Janata Dal unit president Oulal Baruah 
has called a ‘fake encounter’ as well as the 
crows of triumph of the army authorities 
die down. 
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Race and Gender in American 
Politics 

Case of Clarence Thomas 

Vinay Lai 

The appointment of Clamnce Thomas to the Supreme Court and 
the support he received from the White House throughout the 
Anita Hill episode is a pointer to president Bush’s grasp of 
realpolitik. > 


THE recent confirmation of Clarence 
Thomas to the United States Supreme 
Court brought to an end the melodrama 
upon which the attention of the entire 
nation was riveted for a few days in mid- 
October. Under Article 11. Sec 2 of the US 
Constitution, the senate is armed with the 
authority of reviewing presidential ap¬ 
pointments and treaties signed with 
foreign powers. Thomas’ confirmation 
appeared to have been jeopardised when 
It became public knowledge that Anita 
Hill, a professor of law at the University 
of Oklahoma who had worked for 
Thomas in Washington, had made it 
known to the senate judiciary committee, 
the official body entrusted with the task 
of assessing the fitness of a nominee to 
sit on the Supreme Court, that Thomas 
had at the workplace conducted himself 
in her presence in such a manner as to 
constitute sexual harassment. By the close 
vote of 52-48, indeed • the narrowest 
margin by which a nominee to the 
Supreme Court has ever been confirmed 
by the senate, Thomas was elevated to the 
highest court in the country. 

In the furore over Anita Hill's charges, 
it was soon forgotten that Thomas was 
never worthy of sitting On the Supreme 
Court, or perhaps even any other court, 
in the first place. A fellow judge has writ¬ 
ten of Thomas that he “has a mediocre 
edvicationai record, followed by some 
years of useful Government service and 
17 months of judicial experience un¬ 
distinguished by any notable opinions” 
{New York Times, October 10, 1991). If 
one knew nothing of Thomas, his 
mediocrity was nonetheless quite apparent 
during the judiciary committee hearings. 
In nominating him to the Supreme Court, 
Bush described the 43-year old Thomas 
as the “most qualified person in the en¬ 
tire country”. One is tempted tojhink that 
Bush, in arriving at this decision, was 
singularly ill-informed by his close circle 
-of inept advisors, or that he had one of 
those lapses of judgment to which he is 
Ircquently prone, but this would be to 
vastly underestimate Bush’s mastery of 


realpolitik. 

Thomas was nominated because he is 
a black, or in today’s parlance, an Afro- 
American. Here is a fact standing in 
singular and sinister isolation. One must 
ordinarily welcome the appointment of an 
Afro-American to the United States 
Supreme Court. Only two Afro-Americans 
have sat on this court in the 200-year 
history of this institution, and it is one of 
them, Thurgood Marshall, that Thomas 
will be replacing. It was Thurgood 
Marshall who successfully and brilliantly 
argued the case of Brown vs Board of 
Education before the Supreme Court, in 
which the court overturned the notorious 
doctrine, first adumbrated before the Civil 
War, of ‘separate but equal', a doctrine 
which held that no discrimination was im¬ 
plied in the segregation of the races pro¬ 
vided ‘equal’ facilities were provided to the 
black population. 

Bush found agreeable Thomas’s conser¬ 
vative positions on abortion, affirmative 
action, and other political and social 
issues. The white male in power likes 
nothing better than when the black man, 
having been seduced to his way of think¬ 
ing, is prepared to wield his weapons for 
him. What better spokesmen could the 
opponents of affirmative action have 
hoped for than Thomas, who had himself 
been its beneficiary, and was now 
prepared to denounce it as a flawed pro¬ 
gramme of social redress, a programme 
that allegedly amounted to ‘reverse 
discrimination’ and compromised merit 
and excellence to reward men of medio¬ 
crity? The White House had been under 
attack for its poor record on civil liber¬ 
ties, ifs utter indifference to the problems 
of the nation’s minorities and particularly 
Afro-Americans, and the severe reduction 
of federal funding for social welfare pro¬ 
grammes. Now, by the nomination of 
Thomas to the Supreme Court, the White 
House sought to contradict its tarnished 
image, and give the lie to the allegation 
that an Afro-American still cannot hope 
to rise to the highest offices of the land. 
Every politician must show that he is a 


‘caring’ person, for this is part of the 
modern American appeal to populism, 
and what is supremely ironical is that 
those who, like Bush, do not care at all 
have all too often exploited to theii 
advantage the ethic of ‘caring’. 

However, before exploring what else 
was at stake in the appointment of 
Thomas to the Supreme Court, we must 
look at some of the events as they un¬ 
folded. Anita Hill, who had work^ for 
Thomas at the Equal Employment Op¬ 
portunity Commission (EEOC) and the 
department of education, was approached 
by senate staff members as part of a 
routine investigation into the nominee’s 
background. Hill told them of Thomas’ 
conduct towards her, a conduct all the 
more grotesque because as head of the 
EEOC, it was Thomas’ duty to enforce the 
law against men guilty of sexual harass¬ 
ment. Thomas, maintained Hill, • had 
repeatedly and insistently asked her to go 
out with him, used vile language in her 
presence, boasted ‘graphically’ of his sex¬ 
ual prowess and the size of his penis, and 
stated to have enjoyed seeing porno¬ 
graphic films which showed women being 
raped and having sex with animals. Hill 
stipulated that her charges not be made 
public, and that Thomas not be informed 
of her name. This information was 
brought to the attention of the judiciary 
committee, but since Hill had requested 
anonymity, the committee found the 
perfect pretext to ignore the charges and 
proceed as though they had never been 
made. However, on September 23, Anita 
Hill agreed to be interviewed by the FBI, 
which then also questioned Thomas and 
informed him of the name of his accuser. 
On September 25 the FBI delivered its 
report to the judiciary committee. The 
senate was set to vote on Thomas’ 
nomination on October 8, but before it 
could do so, the confidential FBI report 
was leaked, and on the sixth Hill’s allega¬ 
tions against Thomas had been made 
public. 

If it seems extraordinary that the senate 
had been prepared to vote on the nomina¬ 
tion without conducting an investigation, 
it is all the more extraordinary that even 
after Hill had gone public with her allega¬ 
tions the senate prepared to vote on 
October 8 as per schedule. While some 
senators had called for a delay, senate 
rules require the unanimous consent of 
the full senate before a scheduled vote can 
be postponed, and supporters of Thomas 
pledged that they would not allow the 
nominee, the senate, and the nation to be 
held hostage to a plot by liberals and 
interest-groups to sabotage the nomina¬ 
tion. Senator Arlen Spector, one of 
Thomas’ chief supporters, assert^ that 
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Hilt’s «hatses we totally tttbricated. 
When asked how he knew, he replied: “1 
looked him [Thomas] straight in the eye 
and he looked at me straight in the eye. 
And he forcefully denied having dated or 
asked her out” (New York Tima, Oaober 
9, 1991). Of course, in this gentlemen’s 
club, if a gentleman says ‘no*, he means 
‘no’, and the word of a gentleman should 
never be doubted. (These same gentleman 
believe that when a woman says ‘no’, she 
does not really mean ‘no’.) 

By its conduct, the senate, and par¬ 
ticularly its Republican members, had 
conveyed the impression that sexual 
harassment was not a problem worthy of 
its interest. No woman sits on the 
judiciary committee, and indeed only two 
of the 100 senators arc women. On the 
other hand, many senators undoubtedly 
feared that they would lose votes if their 
women constituents were not appeased. 
In the house of representatives, where 
women are only marginally better 
represented, seven women members staged 
a march to the senate, and demanded that 
the vote be delayed and an investigation 
be conducted into the allegatiorts. 
Although Americans who believe that the 
force of public opinion serves as a decisive 
check on the ambitions, actions, and con¬ 
duct of politicians may be inclined to 
valorise public opinion, and here par- 
ticulariy the voices of women, as the in¬ 
strumental factor in the .senate’s eventual 
decision to postpone the vote by a week, 
the brute reality is that Thomas' sup¬ 
porters in the senate would nave insisted 
on the vote if it were not uncertain, now 
that some of the support for Thomai had 
momentarily erbdcd, that SI senators 
would vote to confirm Thomas. 

On Oaober 11. the judiciary committee 
reopened its hearings on the nomination, 
and over the next three days heard 
testimony from Hill, Thomas, and their 
supporters. Hill desaibed in graphic detail 
the condua of Thomas, and though many 
attempts were made to contradict her 
testimony, she remained unshaken 
throughout. Later a panel of four people 
testified that Hill had spoken to them of 
Thomas’ conduct at the time that it 
allegedly happened. Much was made by 
Hill’s opponents of the fact that she was 
coming forward with these alfegations 
nearly 10 years after the conduct she 
described had taken place, that she made 
at least 11 calls to him in the intervening 
years, had followed Thomas from one job 
to another after the alleged acts of sexual 
harassment, and that she had waited at the 
last moment, when Thomas’ nomination 
was no longer in doubt, to become public 
Attention was sought to be riveted upon 
these and other peripheral i.ssues, such as 
how the confidential FBI report could 


have been leaked. Hill pointed out, quite 
persuasively, that as a woman, and that 
too black, she could ill-afford to an¬ 
tagonise a powerful man like Thomas. A 
two-pronged strategy was thus adopted to 
put Hill in her place. Several senators, 
principally Orrin Hatch, himself for hav¬ 
ing to utter ‘filthy’ words while question¬ 
ing Thomas, suggested that Hill was a 
mere pawn in the hands of Thoma.s’ an¬ 
tagonists, feminists, liberal-interest 
groups, and other conspirators out to 
destroy him. Secondly, proceeding on the 
assumption that Hill at one time wanted 
to go out with Thomas but was ‘spurn¬ 
ed’ by him, she was said to be a ‘woman 
scorned’ (Shakespeare being quoted to 
this effect), a ‘perjurer’ who was prone to 
‘fantasise’ and had ‘imagined’ her charges 
as a way of avenging her rejection by 
Thomas. Other senators declared them¬ 
selves unpersuaded by her: she was too 
composed, ‘‘too controlled and unemo¬ 
tional to really tug at the heartstrings.” If 
she had cried, as we expea women to cry, 
then no doubt she would have been ac¬ 
cused of using a characteristically 
feminine ploy to gain her way. 

Thomas steadfastly denied there was 
any truth to the allegations. Although The 
Alliance for Justice, a group opposed to 
Thomas’ nomination, released documents 
written by Thomas in 1980 where he had 
recommended that employer liability be 
limited in cases of .sexual harassment, one 
had scarcely to go beyond the initial hear¬ 
ings to understand the lengths to which 
he was prepared to go to secure his ap¬ 
pointment to the court. His strategy was 
to describe his published writings and 
speeches as ‘musings’ and pretend that he 
retained, on such sensitive questions as 
abortion, the right to privacy, affirmative 
action, and the constitutional provision 
regarding the separation of powers, an 
‘open mind’, in his view the chief per¬ 
quisite required of a justice of the 
Supreme Court. When asked whether the 
constitution defended the right to an 
abortion, Thomas stated that he had no 
view on this question, and even declared 
that he had never discussed Roe-vs Wade, 
the 1973 decision that made abortions 
legal, with anyone. Clearly, if Thomas was 
capable of lying about his views, as he in- 
dubiubly did, then it stands to reason that 
he could also lie about his sexual harass¬ 
ment of Hill. His other method of evading 
difficult questions was to speak of how 
he had grown up in poverty, the difficult 
road that he and his ancestors had tread, 
and the grave indignities to which his 
grandmother had been subjected. In the 
initial hearings, one came to know more 
about Thomas’ sharecropper grandfather 
than one did about Thomas’ views on the 
constitution or his legal philosophy. 


Thomas c^peared to believe that his 
journey from a smalUown in Georgia to 
high-level positions in Washington alone 
entitled him to a seat on the highest court. 

Thomas had thus manipulated himself 
into such a position, and so shamelessly 
exploited his race, that to attack him 
would be to attack all Afro-American men 
and render his critics ‘racists'. It was in the 
final hearings, however, that Thomas, 
partly at the instigation of the White 
House, played with nauseous deception 
the role of a man stereotyped and vic¬ 
timised on account of his race. As 
Thomas pointed out, American society 
has ‘‘underlying racial attitudes about 
black men and their views of sex”, and 
certain language is used to characterise the 
‘‘sexual prowess of black men” and the 
‘sizes’ of their ‘sex organs’. One cannot 
disagree, nor would one wish to, but for 
Thomas to suggest that he was being so 
victimised, merely to divert attention from 
the charges of sexual harassment levelled 
against him, was absurd and shamelessly 
opportunistic. Describing himself as the 
“victim of a high tech lynching”, Thomas 
repeatedly spoke of how he and his family 
had been ‘harmed’ by the “process which 
accommodated” the charges against him, 
and said he would have preferred “an 
as.sassin’s bullet” to the “kind of living 
hell” that he and his family had been put 
through. In equating his own ‘interroga¬ 
tion’ with, the ferocious brutality of the 
2,000 lynchings of black men earned out 
in the United States between 1883 and 
1903, Thomas showed not merely his ig¬ 
norance, but his callousness towards the 
experience of Afro-Americans and a cer¬ 
tain intemperance which is hardly befit¬ 
ting a man about to sit on the Supreme 
Court. “I have died a thousand deaths”, 
Thomas declared, and if one thought he 
was then going to withdraw himself from 
the nomination, that notion was quickly 
dispelled with the assertion that he was 
not a man to be bullied, not a man to run 
away, not a man to submit himself to the 
judgment of mere senators. 

Thomas may have complained of being 
‘harmed’, but it will be Afro-Americans 
who will be hurt most by the recent events. 
Some will defend Thomas staunchly, as 
an example of what a black can achieve 
and the obstacles that are placed in his 
way, and others will see him as the willing 
tool of the white man. Although it would 
be foolish to believe in some coaspiratorial 
theory to weaken Afro-Americans, the ef¬ 
fect of the bitter fight over Thomas’ 
nomination and the crude manipulation 
of race by the nominee and his political 
overlords may have the effect, of intensi¬ 
fying the internecine struggle between 
blacks and giving the white power struc¬ 
ture an easy ride.'Moreover, if American 
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political commentators arc to be believed, 
there may be more immediate political 
dividends for the Republicans in power. 
The black vote has traditionally gone to 
Democrats, and by nominating Thomas 
to the Supreme Court, Bush sought to 
divert some of this large vote-bank to the 
Republicans. 

Throughout the White House .stood by 
Clarence Thomas. Writing of the 'gutter 
tactics’ employed by the White House, 
Tom Wicker wrote in the New York Tintei 
of how “the President of the United States 
authorised a deliberate attack on the 
character, motives, mental condition and 
veracity of an American citizen named 
Anita Hill" (October 17. 1991). Yet there 
is a still more disturbing aspect to the role 
of the White House in this nomination. 
The constitutional provision ol the 
separation of jsowers is, like any other part 
of the constitution, sub)ect to interpreta¬ 
tion, and Bush evidently nominated 
Thomas because ol his strong support of 
the powers of the executive, in Morrison 
vs Olson, an important case decided just 
weeks before Thomas’ nomination, the 
Supreme Coun upheld by 7-1 the constitu¬ 
tionality of a law permitting the appoint¬ 
ment of a special prosecutor to investigate 
suspected wrongdoings in the executive 
branch. It was under this law that a special 
prosecutor was appointed to investigate 
the Iran-Contra scandal. The dissenting 
voice was that of Antonio Scalia, a recent 
appointee to the court, and in a speech 
that Thomas gave, he congratulated Scalia 
and denounced the court for sanctioning 
the unconstitutional curtailment of the 
rights of the executive branch. 

The poor showing of the senate ap¬ 
peared as a revelation to many Americans, 
who arc accustomed to thinking of their 
lawmakers as the wisest men on earth. The 
supposition that 14 men on the judiciary 
committee would somehow ascertain who, 
between Thomas and Hill, was lying was 
preposterous to begin with, and at the end 
the senate was no wiser than when it 
began The debate tn the full senate on the 
day of the vote was uninspiring, but what 
is astonishing is that the vast majority 
who voted’to confirm Thomas did so on 
the grounds that Thomas, as the accu.sed, 
stood to benefit from the doubt, and that 
the principle of justice enshrined in the 
American system is that one is innocent 
until proven guilty, it struck none ol them 
as odd that here the principle was being 
used to send Thomas, not so serve a 
sentence in jail, but to serve a life-time ap 
pointment on the Supreme Court! These 
senators also claimed that on basis ol 
telephone calls from their constituents 
received at their office, it was apparent 
that there was more support for Thomas 
than for Hill, a finding confirmed by 


numerous polls. It is votes and polls by 
which ‘democratic’ countries are now 
governed, and these are not mere vehicles 
of public opinion, as political scientists 
maintain, but the new technologies of 
power. Even as these technologies were 
rapidly being brought to the service of the 
state, the White House, the senate, and the 
press were speaking of how the ‘healing’ 


D R Joahi 

K T MERCHANT passed away on 
November 11, 1991. His funeral took place 
on November 15, upon the arrival of his 
only daughter from the United States and 
was attended by a targe number of his 
friends, students and associates who knew 
him personally. 

I was taken aback when 1 read the 
notice of Merchant’s death (*K T’ to his 
friends) in The Times of India because, 
though advanced in age, he was keeping 
well and had met friends only the day 
previous to his demise. Merchant’s death 
brought to my mind many events which 
we shared together. Both of us joined 
Wilson College, Bombay, in 1924, largely 
because scholarships were available to us, 
thus making college life possible We took 
the BA degree in History and Economics 
(Honours) in 1928 and were proud to be 
students of professors P A Wadia, James 
Kellock and G N Joshi. Together we 
joined the School of Economics and 
Sociology of the University of Bombay in 
1928, he under Ghurye for Sociology and 
I under K T Shah for Economics. Unfor¬ 
tunately, my scholastic association with 
Merchant ended here as 1 was required to 
seek employment. Luckily, 1 was recruited 
as a probationary assistant in the Imperial 
Bank of India and left in November 1928 
for work in the Bank’s mofussil branches. 

After taking his MA degree. Merchant 
went to England and took BSc degree in 
Economics from the London School of 
Economics in 1936. He was in England in 
the good company of V K R V Rao, 
P M Joshi, Anjaria and my cousin 
K L Joshi, all of them being of the same 
age group. 

Merchant started his teaching career in 
Alimedabad and soon after came to Bom¬ 
bay where he continued to teach for quite 
a few years. He was appointed principal 
of Sydenham College of Commerce and 
Economics, Bombay, in 1958 and retired 
in 1%S. He was a member of the Ihriff 
Commission from 1965 to l%9 and a 
member of the panel of eexmomists of the 
Planning Commission. Merchant was an 
economist of repute and achieved distinc¬ 
tion in whatever he undertook. He was the 
author of a number of publications and 


process must begin. This appeal to let the 
wounds ‘heal’ usually comes from those 
like Bush who are barely prepared to. 
tolerate opposition, who believe that^ 
dissent must be contained within certain ‘ 
‘civilised’ parameters which it is their' 
prerogative to determine, and who; 
presume that men like themselves must be> 
allowed untrammelled exercise of power.« 


Wrote extensively on topics of economic 
and social interest. He was co-author with 
P A Wadia of three books; Our Economic 
Problem (1943), Bombay Plan; A 
Criticism (1945) and First Five-Year Plan 
(1951). He also wrote another book. 
Changing Views on Marriage and Family: 
Hindu Youth, 

V K R V Rao and P M Joshi, one year 
senior to us in college, had given Merchant 
the title of ‘A dragon always breathing fire’ 
in his early days. Wliile Merchant mellow¬ 
ed with years, it was still true that he ex¬ 
pressed his views candidly without fear or 
favour. This occasionally created diflicult 
situations but in no way affected Mer¬ 
chant’s attitudes. He was an idealist, with 
socialist leanings, and strove to develop' in 
his students, by. his personal example and 
his teaching, honesty, stiaightforwsurdness 
and pursuit of studies for excellence. 

Most of my professional life was in 
Bombay and this enabled me to keep my 
contact with Merchant on his return from 
England. In his private life Merchant was 
very simple. Right from his college days 
where he imbibed the teachings of 
Mahatma Gandhi, he wore ‘khadar’. 
Saraswathi Vora, whom Merchant mar¬ 
ried sometime after his return to Bombay, 
took full charge of his household, thus 
leaving Merchant to follow his academic 
pursuits. 'They were lucky that they found 
in Prabha Shankar Bhat and his wife 
Jyotsnaben life-long friends, always by 
their side for advice and support. 1 
became uncle Joshi to his children. In 
fact, it was at Merchant’s insistence that 
my son Arun joined Elphinstone College, 
Bombay, to study Economics under him. 

Professon Veiankar and Gadgil of 
Wilson College had shown Merchant the 
way ‘to understand and study India’s 
spiritual and cultural heritage! Since the 
demise of his wife and later the tragic 
death of his son and upon his daughter 
Usha settling in America, Merchant stayed 
alone in his flat for a number of years. 
He spent considerable timp in reading 
religious books and m meditation. Death 
came to him in his sleep. He was at peace 
with life and death. 

We aU remember you ‘KT with affection. 


Down Memory Lane 
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Integrating Family Welfare and 
Development Programmes 
Some Organisational Considerations 

P Padmanabha 

If the family planning programme is to be successful, it has to be 
viewed, planned and implemented under the development umbrella 
and not independently. The idea of setting up an apex body to 
formulate policy and programmes merits consideration. 


THE stabilisation of the population was 
a prime objective of the First Five-Year 
Plan and the family planning programme 
has been the most direct public policy 
measure initiated by the government of 
India from the early SOs to reduce the rate 
of population growth. However, the 
desired results have still to be achieved. It 
would be uncharitable to say that the 
family planning programme has not pro¬ 
duced any results. Clearly, the programme 
has provided massive public information 
on family planning and had an impact on 
the growth rate. However, as in the case 
of most of our development performance, 
much more could have been done. The 
reasons fbr not achieving the desired 
results are many. 

Because of the low literacy levels in a 
large part of the country, communication 
with the masses, particularly at the com¬ 
munity level is only effective through 
political and local leadership. The com¬ 
mitment of these leaders to a policy or 
programme is, therefore, an important ele¬ 
ment in its implementation. Such commit¬ 
ment to the family welfare programme 
(FWP) has, despite public pronounce¬ 
ments, been minimal in most states or 
non-existent in others. This is unfortunate, 
because when government seeks to in¬ 
tervene for the larger social good in what 
ate essentially personal decisions of a cou¬ 
ple, commitment by the leadership of the 
community at all levels is essential. In faa, 
in recent years, whatever commitment 
there was has been considerably diluted. 
The presence of such commitment and its 
overt demonstration through an expres¬ 
sion of constant concern would be a 
powerful force for the social change that 
would ensure community acceptance and 
participation in the programme. 

The content of the programme has 
responded to demographic changes far 
too slowly. The need to suggest postpone¬ 
ment of the first child and space out the 
second have only recently been accepted 
as important issues. Otherwise, there has 
been the adherence to the classic role of 
distribution of contraceptives. The failure 
to evoke community acceptance of the 
programme through involvement of local 


leadership and the slow response to 
changing needs are partly attributable to 
the administrative structure that has been 
assigned the responsibility for implemen¬ 
ting the programme 

When the programme was instituted it 
was, for obvious organisational reasons, 
assigned to the health system. However, 
despite a recognition that there were facets 
to family planning other than health and 
medical, there has been no attempt to in¬ 
tegrate family planning into related ac¬ 
tivities in the socio-economic sectors of 
development. The reasons for this would 
seem to be mainly administrative. Any ac¬ 
tivity tends to get departmentalised and 
unless conscious changes are imposed, 
other departments are scarcely likely to ac¬ 
cept even marginal responsibility for what 
is viewed as the concern of some other 
agency. It is necessary that a hard look is 
taken at this structure to consider whether 
strong direction of the programme can be 
achieved by modifications in the adminis¬ 
trative organisation. It must be stated that 
organisational changes should not result 
in merely adding further layers of 
bureaucracy or in creating an organisation 
that provides an alibi for the current 
agencies. 

The family planning programme has 
been criticised for its very weak links with 
the development sectors. It has been 
argued with a great deal of validity that 
the influence of behavioural, social and 
economic factors on birth rate have been 
ignored and that this has resulted in the 
programme having very litllp impact on 
the demographic parameters. The family 
planning programme has to be viewed, 
planned and implemented under the 
development umbrella and not indepen¬ 
dently. Till now, this programme and the 
development programmes that touch on 
socio-economic aspects have not been 
viewed in a holistic fashion but have 
operated mostly independently. However, 
while the criticism is valid, the more dif¬ 
ficult issue would be translating it into 
possible organisational arrangements to 
develop such links. It is in this context that 
the need for establishing a strong co¬ 
ordinating body would merit considera- 


PEHSPECnVES 

tion to ensure that such links, when 
established, operate effectively and last. 

The creation of an apex b^y to for¬ 
mulate population policy and family plan¬ 
ning programmes has been often con¬ 
sidered. While the establishment of such 
a body would seem desirable, careful con¬ 
sideration will have to be given to its struc¬ 
ture, composition and powers. It is attrac¬ 
tive to speak in terms of an^autonomous 
body. However, experience has Almost 
uniformly indicated that such a body will, 
in effect, not be independent in terms of 
financing, decision-making and imple¬ 
mentation. The experience with our 
autonomous institutions, including the 
public sector industrial companies, clearly 
shows that autonomy is, in practice, weak. 
In the case of an organisation that wodid 
be totally funded by the government and 
which has to work closely with political, 
social and other forces, it is very doubt¬ 
ful if an autonomous body outside of the 
government would be able to achieve 
much. It would be necessary to be realistic 
about the administrative and political 
culture of the country and create institu¬ 
tions that could function efficiently within 
the structure. Unless total changes in the 
system are possible—which are not likely 
in the foreseeable future—an autonomous 
body in the shape of a corporation or 
board or commission outside the format 
structures of the government will only 
dilute the current effort. 

The character and location of the apex 
body would need careful consideration. 
There are really two issues here. The first 
is the structure of the apex body, whether 
it should be a Board or a Commission 
such as the National Dairy Development 
Board (NDDB) or the Atomic Energy 
Commission (AEC) or an institution 
within government, and secondly its 
broad functions. 

Most boards deal with a single activity 
and, though national, operate in specific 
areas. Some of them, like the AEC, are 
not influenced very much by social, 
political and cultural factors. They are, 
because of this, able to function effective¬ 
ly. They contribute to policy-making too. 
as expert bodies, and by and large their 
advice is accepted by the government. The 
apex body in charge of population issues, 
particularly family planning, will scarce¬ 
ly be able to function in this manner. 
Population issues and family planning 
should not be considered as unique 
activities but are closely linked to many 
facets of the people. In fact, to a targe ex¬ 
tent the programme has suffered because 
it was considered the responsibility of a 
single department relating to health ser¬ 
vices. If it is an independent body it is 
most unlikely that it will be able to effec¬ 
tively co-ordinate such activities, develop 
the necessary linkages and influence the 
content of programmes and schemes in 
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the essocieted sectors. It woukl. therefore^ 
seem desirable that the apex body be 
within the government. 

Having said that, a further comment 
would be necessary. The model of the 
Planning Commission, a body wiUiin the 
government, would not seem appropriate. 
The Planning Commisdon has, over time, 
become an advisory body and a policy 
formulating institution. While the apex 
body for population would no doubt be 
responsible for formulation of policy and 
rendering advice to the govennnents. 
unlike the Planning Commission, it 
should have the administrative authority 
to enforce compliance with decisions, and 
monitor and even implement activities if 
necessary. The latter is doubtless easier 
said than done, but mechanisms can be 
worked out for this purpose. In fact, the 
effectiveness of the body will depend on 
its structure, its placement in the govern¬ 
ment power system, its financing and 
membership. 

The apex body should be charged with 
the responsibility of formulating such 
policies as may be necessary to (a) achieve 
the demographic goals set for the year 
2000 and beyond, and (b) formulating the 
mechanisms for integrating population 
and family planning aspects into 
associated development sectors. Its func¬ 
tions would be those relevant for achiev¬ 
ing these aims. They would include 
monitoring of programmes, advising the 
central and the state governments regard¬ 
ing effective implementation, annual 
reporting to parliament, sponsoring 
research and studies, and, in exceptional 
cases, implementing programmes. 

The success of the population and 
family planning programmes and the 
maintenance of their momentum would 
require that the apex body is able to induct 
political and social leadership while 
simultaneously managing the programme 
effectively. The first aspect would seem to 
require a fairly large group made up of 
the prime minister, the appropriate 
subject-matter central ministers, the chief 
ministers and other leaders. The second 
aspect would call for a strong and effec¬ 
tive organisational unit. In this context, 
it must also be ensured that new bodies 
ate not created unnecessarily. Keeping 
these factors in mind, the following struc¬ 
ture could be considered—(a) The 
National Development Council could be 
the group that provides political/social ac¬ 
ceptance of the policies and programmes. 
There should be special bi-annual 
meetings of the NDC at which the agenda 
would be exclusively regarding these 
issues; (b) The Population Commission 
could be constituted as a high power unit 
directly under the PM and linked to the 
scjcretariat of the PM and the cabinet 
office. 

Population Commission 

The commission itself need not be too 
large a body. It would, however, have to 


have the aidhority of entawiiig compliance 
by aO concerned ministries and depart¬ 
ments both atithe centre and in the states 
of polides decided upon. At the same 
time, admittedly, a commission made up 
of only political peiwMialities is unlikdy 
to meet often or long enough to consider 
all issues in detail, liiking these realities 
into consideratioit, the following structure 
for commission is suggested: 

(a) The commission may be a small 
body with the PM as chairperson and 
with key ministers who are in charge of 
subjects that have an impact on fertility 
as members. The latter could include 
health, human resources development, 
women’s welfare and planning, with 
finance and home to provide the necessary 
support. It would seem desirable to co-opt 
the chief ministers of the larger states 
whenever their association with decisions 
would be useful. It could also include 
distinguished experts and professionals 
with field experience but such expertise 
would appear more useful in the advisory 
group reforred to below. 

(b) The commission could be assisted 
by a population advisory group which 
would be the secretariat of the commis¬ 
sion, consisting of a prominent profes¬ 
sional as chairperson, and made up of a 
few other experts. The group should, dur¬ 
ing discussions, have the authority to in¬ 
duct the cabinet secretary, the secretary to 
the Planning Commission and others. It 
must have access to the PM and the 
commission. 

(c) The term of the advisory group 
could be five years. Government would 
have, as in other cases, the right to make 
changes if called for. 

(d) The annual report of the commis¬ 
sion must be placed before parliament and 
must be discussed—not merely adopted. 

(e) It would be desirable if this struc¬ 
ture can be replicated in the states. The 
issues at the state level would then get 
examined taking into consideration local 
needs and current situations. 

There could, doubtless, be other and 
better alternatives. The important point 
would be to have a professional body 
within the present structure that would 
consider these issues professionally and 
continuously. Hopefully, this would avoid 
the current ’stop and go’ approach. It 
would also indicate that these issues are 
not a departmental activity exclusively of 
the health authorities. It would help in 
building in the population concern into 
all associated activities. 

The proposed commission would sug¬ 
gest appropriate population policies and 
strategies for their effective implementa¬ 
tion, co-ordinate programmes and 
evaluate and monitor them. However, as 
stated earlier, what would be important 
is the establishment of operational 
systems that can effectively implement 
policies decided upon. It is the structural 
aspect that would need attention. The ef¬ 
fectiveness of the commission would no 


doubt hugely depend on the comndtment 
of the political leadership and the capacity 
of the professional group suggested above 
but the accep^oe witl^ the structure of 
the role of this body and the operational 
systems would ^ very important 
elements. 

Commissions can be esuUished under 
the constitution such as the Election 
Commission or the Finance Commission 
or they can be established by the govern¬ 
ment such as the Planning Commission. 
The mode of creation of the Population 
Commission would, therefore, n^ con¬ 
sideration. The fact that an institution is 
a creature of the constitution, by itself, 
does not necessarily ensure effectiveness, 
or independence for that matter, par¬ 
ticularly in a social sector in which puMk 
support, political commitment and ad¬ 
ministrative effectiveness are required. 
While the establishment of the commis¬ 
sion under the constitution would not 
seem essential, it would nevertheless be 
vital to endow it with the desirable status 
and authority it must have. This would re¬ 
quire that the commission and its 
associated structures are authorised by a 
resolution of parliament. The resolution 
may require that any changes in the com¬ 
position or structure must be reported to 
parliament which should be entitled to 
debate on such matters. 

It could be argued that the population 
commission could as well be included in 
the Planning Commission or be under the 
latter so that the desired co-ordination 
between development programmes and 
population issues can be achieved. Attrac¬ 
tive as this may seem, it must be recognis¬ 
ed that the Planning Commission has, 
over time, lost its effectiveness and is now 
reduced to form rather than substance. 
Also, the character of the Planning Com¬ 
mission would doubtle.ss undergo fun¬ 
damental changes if the current liberal 
economic policies continue and are ex¬ 
tended. The population issues and, in par¬ 
ticular, family planning are currently the 
most important concerns of the country. 
It would be most unfortunate if a new in¬ 
stitution meant to achieve results in this 
area commences with the disadvantage of 
being a mere appendage of an already 
weak organisation. Also, the Planning 
Commission has not had responsibilities 
of implementation of programmes, which 
the population commission will have to 
assume. 

The revised strategy of the national 
FWP now recognises that population 
issues cannot be considered in isolation 
and that components with a focus on fer¬ 
tility reduction need to be built into rele¬ 
vant social and economic programmes in 
closely associated sectors of development. 
The manner in which FWP could be in¬ 
tegrated into such programmes within the 
existing official system needs considera¬ 
tion. One of the main issues before the 
population commission would be the 
mr^alities of integration of family welfare 
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pro^mmes and a»odated poputaiion 
issues io the relevant sectotai developmoit 
programmes and the possible Unkages that 
would have to be developed for this 
puipose 

The responsibility to convey the 
message of family limitation is now 
recognised as not solely that of the health 
and family welfare authorities. It is 
acknowledged that other development 
agencies can and mutt contribute towards 
conveying this message, since obviously 
the content of and beneTits that accrue 
from such development schemes would be 
very much influenced by the 
characteristics of the population groups 
they cater to. The integration or building 
in of components relating to family 
vrelfare into other development seaioi's 
would involve changes in the formulation 
of schemes in the latter sectors and assign¬ 
ment of some responsibility relating to im¬ 
plementation, monitoring and reporting 
required for ensuring that such integration 
is effective. Organisational, and possibly 
attitudinal changes within organisations, 
are not always that easy. It would, 
therefore, be useful if the development 
sectors that are crucial to the FWP arc 
first identiried for implementation of such 
integration. 

The implementation of the integrated 
approach at the field or operational level 
of programmes is crucial. However, in at¬ 
tempting to integrate family welfare issues 
into development programmes it would be 
prudent to resist the temptation to include 
a very wide variety of such programmes. 
This would dilute attention and com¬ 
plicate problems of co-ordination, at least 
in the beginni.ig. Since one has to work 
within the system, which is basically struc¬ 
tured on a set of independent hierarchies 
working in specific areas of development, 
it would be useful to identify those 
development areas which are most close¬ 
ly associated with fertility behaviour or 
which influence the correlates with ferti¬ 
lity and begin the process in such areas. 
This would seem pragmatic. 

The issues at the field level would relate, 
among other things, to the following; 

(a) What are those aspects relating to 
population which can considered of 
current importance and capable of being 
influenced through such development 
variables? 

(b) What would be the appropriate 
development programmes which have to 
be identified as relevant on the basis of 
the demographic variables referred to 
above? 

The various policy statements on 
population and family welfare of the 
government indicate in detail the demo¬ 
graphic and social variables which strong¬ 
ly influence fertility decisions. Some of 
the more important characteristics are: 

(a) The proportion of younger couples 
in the population is now significant, 
which would influeno; ^e types of con¬ 


traceptive sCTvices that can be suggested; 

(b) Early marriages, ilhteracy of women 
and infant mortality act as t^errents to 
more rapid reduction of birth rates; 

(c) Tlw contribution to total children in 
a year by women over 3S continues to be 
comparatively high, implying that even 
with the proportion of younger couples 
increasing, this group cannot be ignored 
nor can the emphasis on this group be 
reduced. 

As a beginning, the issues of current 
importance for the purposes of this exer¬ 
cise would seem to be: 

(a) Improving literacy levels of women, 
particularly of young girls and their reten¬ 
tion in the school system; 

(b) Raising the age at marriage and 
creating the necessary social and 
economic conditions that would en¬ 
courage such a trend; 

(c) Reducing infant/child mortality 
through belter knowledge of the factors 
that result in high rates of such mortality; 

(d) Imparting knowledge with regard to 
family planning and providing the 
necessary services efficiently, so that the 
level of contraceptive use increases. 

Age at marriage is closely related to 
litcracy/educational levels and to work 
status of women. There are social com¬ 
pulsions too, but these again are partly 
dependent on economic factors. An im¬ 
provement of female literacy and increase 
in age at marriage in a reasonable period 
of time should be possible by modifica¬ 
tions in the appropriate programmes of 
relevant development activities, in this 
context, the following courses of action 
could be considered: 

(a) A deliberate reservation of some 
proportion of schemes relating to rural in- 
dustrics/agro-based industries for 
women—these schemes fall well within 
the current plans of the district industries 
centres, the rural banks and other 
organisations at local area levels. If such 
schemes are deliberately structured so as 
to include girls of the age of 13-14 to 
about 19-20, the fact that they earn would 
influence the tendency of parents to get 
them married early. The age at marriage 
should increase. 

(b) The literacy component can be built 
into such economic activity by organising 
classes at the work sites, as for example 
in industries which employ large numbers 
of women. It should Ire possible to- iden¬ 
tify activities where groups of girls and 
women are employed, such as agro-based 
industries like coir industries, handlooms 
and powerlooms, bcedi-rolling, assembly 
of electronic parts, etc. 

(c) In the current employment program¬ 
mes, deliberate preference can be given to 
girls of younger ages with the expectation 
that their involvement in work will tend 
to postpone their marriage. Also, since 
these activities are community based, 
literacy, health and sanitation com¬ 
ponents, along with family planning 


counselling, can be built into them. 

(d) Programmes which come under the 
agricultural and rural development s^ors 
include grants and loans for establishing 
bee-hives, poultry farms, piggnies, duck 
farms, etc. A proportion of these pro¬ 
grammes can be reserved for young 
women. This would influence the age at 
marriage 

(e) These efforts, which mainly have the 
objective of improvement in literacy of 
women and their induction into economic 
activity, which in turn would influence in¬ 
fant mortality rates, age at marriage and 
acceptance of family planning, would 
strongly depend on the acceptance of the 
community of such measures, lb carry the 
community along, it would be useful to 
consider the creation of community assets 
in villages which support such program¬ 
mes. For example, if a village or small 
town improves its female school atten¬ 
dance and literacy rates within a 
reasonable time, or achieves the prescrib¬ 
ed contraceptive protection rate, there 
could be a conscious priority allocation 
to that place for creation of whatever 
community assets are appropriate 
pumped water supply, all-weather road, 
health sub-centre, etc. It must be 
remembered that these are very much part 
of the minimum needs programme. 

In essence what is being suggested is the 
choice of development schemes which are 
obviously closely linked to the socio¬ 
economic factors that influence fertility 
and the integration of family planning 
components in such activities. It must be 
noted that many activities now run by 
State Corporations lend themselves to this 
approach as, for example, those in charge 
of handlooms, electronics, coir, leather, 
etc 

It could be argued that male dominance 
may result in the advantages being taken 
by husbands or fathers through wives or 
daughters. This is a matter of regulation. 
It would be unfortunate if such factors are 
allowed to inhibit innovation or, worse, be 
an excuse for inaction. 

The linkages suggested do not involve 
additional funding. They fall well within 
the current schemes. It is apparent that the 
FWP suffers not so much from lack of 
funds as from functional isolation. The 
latter is the historical result of adherence 
to routine administrative structures in an 
area that called for constant review and 
innovation. Administrative resistance to 
change must be overcome, if the pro¬ 
gramme has to be integrated with socio¬ 
economic development and rendered ef¬ 
fective. It would be unrealistic to expect 
such change within the existing system. It 
will need firm political leadership which 
would establish new structures for in¬ 
tegrated implementation of the pro¬ 
gramme, force the pace of change, enthuse 
local leadership and evoke community in- 
lerest and participation. 
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More on Kashmir Dispute 

Amar Jasbir Kaur 

Kaahmir: A Disputed Mgacy 1846-1990 by Alastair Lamb; Boxford Books, 
London. 1991; pp xiv + 368. 


TO historians involved in Sino-Indian 
research or Indo-Rakisun relations, Alastair 
Lamb’s knowledge of the subject and his 
output over the years is both enviable and 
impressive. The Chino-Iadia Border 
The McMahon Line (1966), Crisis in 
Kashmir (1966), Asian Frontiers (1968), The 
Sino-Indian Border in Ladakh (1973), Tibet. 
China and India 1914-50 (1989), are in 
themselves legacies to students of the sub¬ 
ject. By its very nature. Lamb’s latest ven¬ 
ture will give rise to controversy: its rmdings 
agonised over by various factions involved 
in the Kashmir issue. 

The Kashmir dispute has dominated Indo- 
Pakistan relations ever since the transfer of 
power over 40 years ago; and it has played 
a major part in the genesis of the Sino- 
Indian boundary dispute. It is inextricably 
bound up with the defence of the northern 
frontier of British India, the zone which in¬ 
cluded the stale of Hunza (now under 
FhUtistani control) arul north-eastern Ladakh 
(currently contested between India and 
China). Pan I concentrates on the final years 
of BritisK rule, exploring how the history of 
the northern frontier may well have set the 
scene for British policy towards Jammu and 
Kashmir in 1947. Part II explores the con¬ 
sequences of the dispute, providing a detail¬ 
ed history of United Nations participation, 
direct Indo-Pakistani negotiation, the in¬ 
volvement of China, including Uk Indo- 
Pytistan armed conflict over Kashmir in 
1947-48, in 196S and again in 1971, the 
Siachen Glacier episodes. Of particular in¬ 
terest is Lamb’s interpretation of Sheikh 
Abdullah’s role, and the significance of 
Ankle 370 of the Indian Constitution. 

Hie nature of the Kashmir dispute may 
be Ihiriy simple, though “the complexities 
of iu details are indeed formididile“. in 
Laml/s opinion, the logk behind partition 
into Muslim and non-Mudim portions sug¬ 
gested that Kashmir ought to go to Mdsttn. 
The maharaja, in October 1947, acceded to 
India, his decision being overtly supported 
by Indian arms and challenged by the arms 
of Pakistan. The heart of the matter lies 
there, and it follows that unless the key issues 
of the time are resolved, the “Kashmir 
dispute will continue to damage seriously the 
heyth of the bodies politic of both India and 
Pakistan". 

The princes were part of the British em¬ 
pire by virtue of having acknowledged the 
paramountcy of the British crown. The 
British Cabinet Mission to India in May 
1946 declared that the fully empowered 
states, which included Jammu and Kashmir, 
could sign an Instrument of Accession to the 
appropriate dominion. Before the transfer 
of power only three states in India held out 


against acceding, Junagadh, Hyderabad, 
Kashmir. The fate of Junagadh and 
Hyderabad is beyond recall, whereas Jammu 
and Kashmir remains to this day a victim 
of military, political and diplomatic dispute. 

Jammu and Kashmir’s singular difierence 
is its geographical situation which allows it 
“to exercise a more than purely hypothetical 
choice as to its future”. It has a border with 
Tibet, with the Chinese province of 
Sinkiang, with Afghanistan, is separated 
from the Soviet Union by the narrow 
Wakhan tract of Afghan territory and a 
small section of Sinkiang in the Taghdum- 
bash Pamir. 

The Vale of Kashmir constitutes a mere 
10 per cent of the total area of Jammu and 
Kashmir. The Dogra expansion in the late 
19th century incorporated Dardistan, in¬ 
cluding Gilgit, Hunza, Nagar and other 
tracts adjacent to Chinese Sinkiang and 
Afghanistan to create the Indo-Pakistan 
dispute over the northern areas. Jammu was 
dominated by t he Dogras, whereas the Vale, 
Hunza, Nagar, Gilgit, Chilas, Astor, Vasin 
and Ishkuman and the rest of Dardistan 
were overwhelmingly Muslim. Lamb argues 
that fundamental grounds for Pakistan's 
claim to the state exist. 

In 1925, when Maharaja Han .Singh suc¬ 
ceeded to the ‘gaddi’, relations between the 
Gilgit Agency, established in 1877, and the 
Darbar deteriorated considerably. A form of 
‘dyarchy’ existed giving rise to protracted and 
acrimonious disagreements between the two, 
and with the added menace from Sinkiang 
to the frontier, a new arrangement seemed 
obvious. The Gilgit Lease (not cession) of 
the Gilgit Wazarat, north of the Indus and 
its dependencies was granted to the British 
on March 26, 1935, for a period of 60 years. 
In 1947, the new India inherited this view. 
The struggle for the state is the .struggle to 
retain a foothold on the edge of the 
‘heartland’ of Asia. 

It had taken the British 100 years to con¬ 
solidate the Indian empire. In 1947, they 
dismantled it in just over 70 days. 

The mechanics of partition as applied to 
the Punjab, in great measure, created the 
background to the Kashmir dispute. In 
theory, all Muslim-majority districts con¬ 
tiguous with the Muslim core of Punjab 
would go to Pakistan but by awarding three 
out of the four lehsils of Gurdaspur district 
to India, the accession of Jammu and 
Kashmir to India became a practical 
possibility. Two of these tehsils, Batala and 
Gurdaspur, were areas with Muslim ma¬ 
jorities, only Pathankot was minimally 
Hindu dominated, and award which, lamb 
argues, was highly contentious. 

Before mdcpcndcncf two Boundary Com¬ 


missions under Sir Cyril Raddiffe were ap¬ 
pointed to deal with the Punjab and Bengal. 
The question of the princely stales was not 
part of the commission’s brief. Much has 
been insinuated by Phkisun regarding the 
commission’s impartiality. Here is Lamb’s 
contribution to the controversy: “Sir Cyril 
Radcliffe’s major qualification for this task, 
it appeared, was his almost total ignomnee 
of Indian affain” and “Moreover, Sir Cyril 
was accommodated while in India in 
Viceroy’s House... where willy-nilly he was 
in contact with Mountbatten and his stafT’ 
The implication is dear, but supposition 
nevertheless. 

Lamb is convinced that Mountbatten or 
his close advisers influenced the commission 
for ‘political’ ends. He dies the delay in the 
publication date of the Raddifk awdrd 
which left the maharaja in doubt about 
Gurdaspur until he had taken the final step 
of accession to India. The most serious 
charge against Mountbatten is his accep¬ 
tance of Nehru’s recommendation of 
June 17, 1947 regarding Sheikh Abdullah 
and his National Conference. When M A 
Jinnah raised the question of the Muslim 
Conference on July 13, he failed to explore 
the Muslim dimension. If the Muslim Con¬ 
ference, as Lamb suggests, represented the 
Muslim majority, backing Abdullah was 
fraught with danger both short term and 
long. 

Failure by the maharaja to accede to either 
dominion before August IS, 1947 meant that 
neither side was going to abandon Kashmir 
without a fight. In essence, the maharaja 
favoured independence, but found large 
parts of his state out of control. Lamb has 
produced a new dimension to the contro¬ 
versy, that, in early October, the maharaja 
of Patiala moved in a battalion of infantry 
and one of artillery from his own slate 
forces. A covert operation of which Mount- 
batten and Nehru were unaware and which 
Lamb ascribes to Sardar Patel (ind Baldev 
Singh. In retaliation, Pathans poiired into 
Kashmir. There can be no doubt that for 
those in the way, Pathans on the warpath are 
bad news: they opened up the road to 
Srinagar in collaboration with the Poonch 
garrison, which forced the maharaja’s hand. 
He declared for India, whereas the Pbonch 
rebels formally claimed independence, and 
the state of Azad Kashmir was born. Indian 
troops eventually broke the back of the 
Pathan offensive and secured Srinagar, but 
lost Gilgit which threw off Dogra rule and 
opted for Pakistan. 

Lamb mainuins that considerable fraud 
was involved from the Indian side, with the 
tacit knowledge of the viceix^. Documentary 
evidence of fraud there certainly is, whereas 
Mountbatten’s collusion is entirely circum¬ 
stantial. He pressed for a plebiscite, and on 
November 2, 1947, Nehru confirmed 
“... that the fate of Kashmir is ultimately to 
be decided by the people", and that “we are 
prepared.. to have a referendum held 
under international auspices like the United 
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Nations”. To date, this promise remains 

unfuinkled. 

In December, India formally approached 
the United Nations. For 17 years the UN 
tried but failed in its quest for a final solu¬ 
tion to the Kashmir pr^lem. It entiured that 
the situation did not escalate into a full-scale 
war, but from 1957 with the Soviet veto per¬ 
manently in place, any meaningful initiative 
on Kashmir offered a bleak prospect. 
Neither country was prepared to make up 
its differences. 

The Sheikh Abdullah Emergency Govern¬ 
ment, proclaimed in October 1947, operated 
under an Interim Constitution, many of its 
powers being conferred by Sheikh AMullah 
upon himself. His National Conference 
associates, Bakshi Ghulam Mohammed, 
Mirza Afzal Beg and G M Sadiq were 
answerable to no elected assembly and their 
relations with the prime minister, Mehr 
Chand Mahajan and the maharaja were far 
from cordial. Nehru's assertion that Sheikh 
Abdullah was the ‘true voice of the Kashmiri 
people', meant that there was little he could 
do to control the actions of his nominee 
without undermining India's case for being 
in the state at all. He was soon to discover 
that' Abdullah was for an independent 
Jammu and Kashmir, perhaps in alliance 
with but not an integral part of India. 
Abdullah affirmed this notion over a period 
of years, proclaiming it to the American 
ambassador, Loy Henderson, to Adlai 
Stevenson and during his travels to the west 
Asia. It dawned on Nehru that his old friend 
was “a loose cannon”, and some form of 
constitutional check would have to be 
devised. Finally, Nehru's patience broke and 
on August 8, 1953, the Sadar-i-Riyasat, 
Karan Singh dismissed Sheikh Abdullah. 

Under the Indian Constitution, Jammu 
and Kashmir was deemed in Article 1 to be 
an integral part of the Indian union, while 
Article 370 provided it with a special status 
whicki effectively limited the powers of the 
Indian parliament to defence, external 
affairs and communications: this was con¬ 
firmed in Article 152 of the 1956 version of 
the Constitution where it was specified that 
the expression state “does not include the 
State of Jammu and Kashmir”. The obvious 
interpretation being that the stale was an 
autonomous polity under Indian protection. 
Moreover, the 1952 Delhi Agreement bet¬ 
ween Abdullah and Nehru bestowed further 
privileges on the Kashmiri which were 
denied to Indian citizens from outside the 
state. 

However, two attempts which almost suc¬ 
ceeded are worth a mention. In August 1953, 
Nehru and the Pakistan prime minister 
Mohammed Ali Bogra decided to look again 
at Sir Owen Dixon’s 1950 ‘regional plebis¬ 
cites’. In Nehru’s view “...this could be 
ensured by providing that certain regions 
where the poll was overwhelmingly in favour 
of either India or Pakistan should be 
allocated to that country irrespective of the 
resuK of the overall vole”. This ingenious 
plan, had ii been seriously explored, might 
have led to a way out of the impasee. Lamb 
blames Nehru for rejecUi^ ‘Regional 


plebiscites' and returning to the old pre¬ 
conditions of Pakistani withdrawal. Nothing 
suggests that Bogra was desirous of a state¬ 
wide plebiscite, for the outcome was not a 
foregone conclusion in favour of Pakistan. 

Why did Nehru draw back when it looked 
as if the Kashmir logjam had been broken? 
One can only surmise that Pakistan’s 
diplomatic association with ,the United 
States had upset the applecart, ^kistan was 
to permit American bases on its soil and, 
in return, receive American military aid. 
Moreover, this new ^relationship brought 
America to the western end of the northern 
frontier, in direct contact with Communist 
China. Nehru still believed that he could 
establish friendly relations with China; but 
India’s cartographical clainu over the Aksai 
China, guaranteed quite the opposite, 
though it is unlikely that N^ru appreciated 
the implications of the maps at this juncture: 

The ‘Fourteen Days’ War’ of Di«cmber 

1971 was for Pakistan a traumatic crisis 
which brought an end to military rule, and 
a civilian administration headed by Zulfikar 
Ali Bhutto. His was the task to rescue 
something from the catastrophe. In June 

1972 7. A Bhutto and Indira Gandhi met, 
the outcome of which was the Simla 
Agreement of July 2. Briefly, the line of 
control in Jammu and Kashmir was to “be 
respected by both sides without prejudice to 
the recognised position of either side”. As 
to Kashmir’s status, the agreement studious¬ 
ly avoided the question. Indira Gandhi was 
in no doubt that India’s position had not 
been challenged in the agreement. Bhutto 
was equally adamant. No compromise on 
Kashmir: “that the people of Kashmir must 
exercise their right of self-determination. 
Neither Pakistan nor India had any say in 
this matteif’ Bhutto had thrown down a 
challenge It was left to India to demonstrate 
to the world that the Kashmiris would accept 
what she had to offer. 

What were the alternatives? India could 
allow the state to go its own way, within the 
limits of what remained of Article 370. Or 
she could do away with Article 370 and 
incorporate the State into the Indian union. 
Indira Gandhi was inclined to go along with 
an emasculated Article 370 for two rea.sons: 
nothing should challenge the state’s legal 
accession to India, and that the Srinagar- 
Leh road, one of the front line areas of the 
Sino-Indian confrontation, ran through the 
valley and no political process could be 
allowed to threaten this vital route. 

In June 1972, the 'externment' order on 
Sheikh Abdullah was lifted. If Indira Gandhi 
believed that Abdullah was a reformed 
character, she was soon shown otherwise. On 
his return to Srinagar, he declared that 
despite the Simla Agreement neither India 
nor Pakistan were entitled to decide the 
Kashmiri people’s right to self-determination. 
However, a scries of disturbances within the 
valley, with verbal intervention by Bhutto, 
decided Sheikh Abdullah to condemn the 
Pakistan prime minister. It brought Indira 
Gandhi to mend her fences with Abdullah, 
but only on the basts of the Kashmir Accord 
of February 24, 1975. The key provision 


declared Kashmir to be a constituent unit of 
India and that Article 370 remained in force. 

The accord was denounced by the Muslim 
opposition as a ‘sell-out’, and the more 
militant Kashmiris have not forgotten Sheikh 
Abdullah’s perFidy. Perhaps they should be 
reminded that soon after, Abdullah sought 
a possible merger with Arad Kashmir, which 
was theoretically possible Bhutto having 
introduced in August 1974 the Arad 
Kashmir Constitution, granting the place a 
‘dominion’ status. A strange political 
amalgam was at work in Kashmir. The 
legislative assembly was controlled by Con¬ 
gress: the administration, under Sheikh 
thumb, although his party, the National 
Conference, was not represented in the 
assembly. The 1977 election were a mandate 
for Sheikh Abdullah, but it was evident that 
he would not abide by the 1975 Kashmir 
Accord. He had become ever more authori¬ 
tarian, depending on the support oFthe state 
governor, L K Jha. Opposition to Abdullah’s 
rule brought about riots in Poonch and 
Jammu throughout 1979-80. Calm was 
restored only when Abdullah agreed to ap¬ 
point a commission of enquiry—that most 
pernicious of all legacies of British rule— 
to examine the question of ‘regional im¬ 
balances’. Ever since, violent protests have 
been an endemic feature of the state. 

The final episode in the political career 
of Sheikh Abdullah was over the status of 
refugees. Some had come from Azad 
Kashmir? others from Pakistani Punjab. 
Most were accepted as citizens of India. 
Were they also citizens of Jammu and 
Kashmir. Sheikh Abdullah disagreed, in¬ 
sisting that the decision was a matter for the 
state to decide and not for the Indian 
government. For instance, would refugees 
from Azad Kashmir have the right to be 
citizens of Jammu and Kashmir? If the 
decision rested with the state, then it could 
be exploited to establish a real measure of 
autonomy. This was latent in the Resettle¬ 
ment Bill which Sheikh Abdullah adopted 
in March 1982, and which was as near to a 
formal declaration of independence for 
Jammu and Kashmir as he ever got. He did 
not live to sec it through. 

The current (1991) Indian dilemma in 
Jammu and Kashmir, in Lamb’s opinion, 
derives from four major factors. Pakistan, 
which seemed to have been removed from 
the Kashmir equation by the Simla Agree¬ 
ment, has once more become a major 
element in the situation: the increasing in¬ 
stability of the regime in the state has obliged 
India to revise its policy repeatedly, each 
modification serving to unsettle an already 
precarious balance of forces: the assassina¬ 
tion of Indira Gandhi in 1984 removed much 
of the political will at the heart of the Indian 
republic: and following on the Iranian 
revolution, a new Islamic militancy emerged 
which did not leave the Muslims unscathed. 

The terrorist dimension in the law and 
order situation in Kashmir has become a 
serious factor. Lamb is convinced that the 
Islamic component of Kashmiri politics, 
which was kept under control by Sheikh 
Abdifliah, cannot now be contained by any 
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nod'MuiBin administration, certaiflly not by 
the kind of direct contr6l from Dettii, which 
has been in force since 1984. 

When Indira Gandhi concluded in 1984 
that she would not replicate another Punjab 
crisis in Kashmir, she took the unwise step 
of dismissing her experienced kinsman, B K 
Nehru and replacing him by Jagmohan 
Maihotra, “a man of great determination 
whose abilities in suppressing communal 
disorders had been well displayed”. It was 
a violation of both the I97S Kashmir 
Accord, the 1952 Delhi Agreement, and it 
also went against Article 370. When V P 
Singh became prime minister in 1989, the 
Kashmiris were given a repeat performance 
of Jagmohan’s strong-arm tactics. Un¬ 
doubtedly, both occasions revolutionised 
India’s relations with Jammu and Kashmir. 
The deplorable policy of imposing various 
governors, whose basic qualifications are 
hatchet men for the ruling elite in Delhi 
rather than honourable administrators with 
a grasp of the task in hand, has added to 
the disenchantment of the Kashmiris, and 
played ino the hands of the militants and 
Pakistan. 

The wealth of historical material and the 
subtlety with which Alastair Lamb has mar¬ 
shalled his arguments are a tribute to his 
scholarship. Obvious access to Pakistan's 
archives, and discussions with senior 
officials in that government’s service have 
greatly enhanced his book, and fortunately 
added to our insight into how both domi¬ 
nions have thwarted the other regarding the 
Kashmir issue. Although, I suspect, that was 
not Lamb’s intention. Throughout, he argues 
that the accession of Kashmir to India was 
a disreputable affair, and the legality of the 
undertaking requires international scrutiny. 
Regretfully, when he is biased he bases it on 
supposition than fact. For instance, should 
we be asked to assume that Radcliffe’s 
silence denotes guilt or that living in proxi¬ 
mity to the viceroy influenced him into 
giving an award agains' T^kistan? Then 
again, there is not enough proof that, in 
1947, the Muslim Conference was represen¬ 
tative of the Muslim majority; it is with 
hindsight that we view Sheikh Abdullah as 
the maverick he was. Nor does Lamb sug¬ 
gest that Pathans were despatched into 
Kashmir with the backing of Pakistan 
whereas the Patiala contingent implicated 
India. And more besides. He should have 
been more open-handed. But above all, 
Kashmir, a disputed legacy is a masterly 
study exploring the sorry saga of India’s 
giant Ulster. 

At the moment of writing, November 
1991, it is obvious that India is facing, at 
least in that part of the Vale it occupies, what 
can only be described as a terminal colonial 
situation. For the rest, the state has effec¬ 
tively been broken up into fragments. 
Jammu is a Hindu tract bearing the burden 
of Hindu and Muslim refugees from the 
vale. Ladakh is the Indian end of the Sino- 
Indian confrontation along the disputed 
border. Poonch, Gilgit, Baltistan have all 
gone to Pakistan. A massive Indian force 


oCaq>i« dtp,state, whic^ serves to enooun^ 
rather than deter Muslim separatists. One 
faction, the Jammu and Kashmir Liberation 
Front, advocates independence, the Hizbul 
Mujahidin favours a close association with 
Pakistan. If India believes that adopting less 
proprietorial policies towards Kashmir, will 
create a precedent for other cases such as the 
Punjab or Assam, the Gumption is baseless 
in the light of Kashmir’s unique legal history. 

Narasimha Rao has been a professional 


buieauctm before becoming prime minister, 
is h possible that he could understand the 
grammar of power and influence and come 
to an undmtanding on Kashmir with 
Pakistan? Somebody should bell the cat; if 
Narasimha Rao hesitates, it may prove fatal. 
Let Alastair Lamb have the last word: 
“There are powerful arguments, indeed, for 
a return to basics, to the situation as it ex¬ 
isted at the time of the Transfer of Power 
in India in 1947!’ 


A Liberal-Pluralist Paradigm 

Achin Vanaik 

Ethnicity and Nationaliam: Theory and Comparison by Paul Brass; Sage 
Publications, New Delhi, 1991; pp 358, Rs 250. 


TO those already familiar with the writings 
of Paul Brass it is the more theoretical 
chapters 1,2,8 and 9 in this present collec¬ 
tion of articles, old and new, that will be the 
most interesting. The others concern the 
development of a stronger defensive Muslim 
(and Hindu) identity in north India; the 
Punjab crisis: his well known and important 
earlier article on 'Pluralism, Regionalism 
and Decentralising Ibndencies in Contem¬ 
porary Indian Politics’ and a discussion on 
ethnic groups and the state in which a less 
than satisfactory survey of various theories 
of the sute, liberal pluralist, Marxist and 
neo-Marxist is incorporated. 

Brass defines an ethnic category in objec¬ 
tive terms according to some cultural 
marker(s) which can be used by one group 
to distinguish itself from another. Ethnicity 
is the^lf-consciousness of belonging to an 
ethnic group or category. Ethnicity is to 
ethnic group what class consciousness is to 
class. Herein lies a problem. Now it does 
seem very reasonable and useful to define 
class independently of subjective percep¬ 
tions. Class is not just any principle of 
stratification but a necessarily hierarchical, 
and according to Marxists, exploitative rela¬ 
tionship which lies at the heart of economic 
and political structures and explains the 
functioning of these structures in important 
ways regardless of whether an oppressed 
class perceives itself as a class or not. Class 
strug^e need not take place only when there 
is class consciousness (mass or elite), it takes 
place when classes or significant sections of 
classes clash. In fact, most class conflia has 
taken place without any developed class con¬ 
sciousness on the part of the dominated or 
exploited class. 

Can one say the same thing about ethnic 
groups and inter-ethnic conflict or conflict 
between an ethnic group and a political 
authmity which is centralised to some degree 
or the other? Clearly, there seems to be a 
much more intimate perhaps inseparable 
connection definitionaily between the objec¬ 
tive and the subjective dimension when it 
comes to ethnic group/ethnicity. Still, it can 
be an acceptable analytical device to perceive 
the ethnic as an umbrella category to des¬ 
cribe a variety of group formations each 
possessing at least a single distinctive charac¬ 


teristic (cultural in the broadest sense). This, 
after all, is the everyday conception of the 
ethnic and there seems to be no godd reason 
to abandon it provided we recognise that, 
unlike a concept like class, the ethnic group 
as an objective category has little useful 
explanatory (as distinct from descriptive) 
purpose. 

What now of Brass's understanding of the 
nation, nationality, or nationalism? Accor¬ 
ding to Brass, the nation or nationality is 
a developed ethnicity which expresses itself 
in some kind of political demands directed 
at a political centre of authority, invariably 
the state. Now this is a linear conception of 
the development of consciousness from 
ethnic group to ethnicity/community con¬ 
sciousness to nation/nationality conscious¬ 
ness. However, this does not do justice to the 
multifaceted ways in which nations have 
formed, in many cases multi-ethnic yet hav¬ 
ing a national consciousness not connected 
to any specific ethnic group attribute. 

Brass accommodates this by admitting 
that there are two basic ways of nation for¬ 
mation, one where the ‘devdoped ethnicity’ 
model applies, and the other where it does 
not. In the second case there can be “the 
amalgamation of diverse groups and the for¬ 
mation of an inter-ethnic, composite or 
homogeneous national culture through the 
agency of the modern statt^’. The term com¬ 
posite sounds more unifying than the term 
heterogeneous. Otherwise we would be hav¬ 
ing, by Brass’s definition, nation formation 
when there is a ‘homogeneous national 
culture* and also when there is not. 

If difficulties of all kinds emerge from 
Brass’s approach it is because the subject is 
so intrinsically comploi that any ‘objectivist’ 
approach to a theory of nationalism, nation 
and nationality may simply not be war¬ 
ranted. This point needs clarification. Any 
concrete case of nation-formation requires 
a concrete investigation of the complex of 
factors (which will undoubtedly include ob¬ 
jective ones) which go to explain its histo¬ 
rical emergence. But this is different from 
seeking to make one’s theoretical starting 
point or one’s definition an objective one. 
Class can be separated legitimately from 
class consciousness ethnicness from ethnicity 
(although to what explanatory purpose is 
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BOt at «ti clear) but the nation*iB-itself is 
always the natim-for-hsetf. invariably na¬ 
tional self-consciousness has first bem an 
^ite consciousness but not necessarily an. 
ethnic elite consciousness. 

What is beins stressed here is the essential 
fluidity of the concept of the nation or 
nationality. Alntost everybody who has dealt 
with this subject recognises that what is in¬ 
volved is an incredibly complex relationship 
between the cultural and the political: but 
what cultural and what political? Haiu 
Kohn put it best when he defined the nation 
as a cultural entity striving to become a 
political fact) But this still leaves room for 
dispute about what kind of cultural entity 
and what kind of political faa? The most 
historically consistent and fully comprehen¬ 
sive way of perceiving this ‘culturalness’ is 
to see it not in terms of ethnicity (with its 
conception of objective cultural nuukers) but 
as a cultural entity /odged above all in con~ 
scittusness, a consciousness which has of 
course a context-related variation (quite 
enormous! in its ‘objective’ roots. 

Such an approach is the best way to cap¬ 
ture the fluidity of tuition/nationality and 
to understand how it can be dormant, rise, 
subside and even die out in differing circum¬ 
stances. Brass’s approach which sees the na¬ 
tional identity as a developed or advanced 
form of ethnicity does not sufficiently em¬ 
phasise the possibility of reversal, of htw the 
sense of nationhood once achiewd can still 
give way to an acceptance of some trans¬ 
national sentiment of belonging, e g, the 
possible future evolution of western &irope. 

What about the ‘political fact’? The way 
Brass defines nationalism—he sees it as a 
political movement—is not particularly 
helpful. Nationalism can also be seen as tlw 
first stirrings of a national consciousness or 
even as a political ideology. The reason for 
flexibility here is that not always is it the case 
that the spread of nationalism has taken 
place in close relationship to a political 
movement. This is mote a feature of the 
‘new’ nationalisms. Furthermore, Brass’s 
view of a national movement as one of an 
ethnically self-conscious group making 
political demands (presumably for some 
degree of autonomy) would mean charac¬ 
terising a whole range of autonomous 
movements well short of having any seces¬ 
sionist/dynamic as essentially national 
movements. It is too restrictive to see only 
consciously secessionist or anti-coloniaJ 
movements as national movements. But to 
collapse those movements which have such 
a dynamic (even when not explicitly arti¬ 
culated) with those which have no such 
dyiMmic (simply demanding much more 
limited forms of autonomy) under the same 
rubric is to ignore the qualitative difference 
between these two kinds of movement. This 
hardly seems useful although it can be con¬ 
sistent within the terms of one’s own defini¬ 
tion. Far more sensible is Lenin’s conception 
of a national movement as one having a 
c\^ tendency to separatism. 

This general theoretical debate about the 
nature of nation, nationality, nationalism 


nuqr seem arcane but it hat* real ndevance 
which becomes clear when we see the way 
Brass compares India with the USSR and 
with east European mtionalisms. India 
belongs to the genre of anti-colonial na¬ 
tionalisms. Those of eastern Europe and the 
former USSR do not. They belong to the 
genre of linguistic territorial nationalisms 
which were stimulated to emergence by 
repressive ‘official nationalisms’ (Ibrkifica- 
tion, Magyarisation and Russification) of 
the Austro-Habsburg, Ottoman and Tbarist 
multi-natkmal emfrires. British India was not 
a multi-national empire. Because of his 
‘developed ethnicity’ model Brass affirms 
the common but mistaken claim that India's 
major lingi^c units constitute nationalities 
like the major linguistic units of the USSR. 
He then explairu why they have not erupted 
to debilitate the Indian union in the way that 
the nationalities upsurge in the former USSR 
have by citing the superiority of the Indian 
state’s handling of the nationalities issue in 
its context He even goes as ikr as to describe 
the Nehruvian period as closest to the 
Leninist ideal even though Nehru’s India nor 
today’s India would ever countenance the 
right to self-determination for Nagaland, 
Mizoram or a secularly constituted Kashmir. 
This characterisation also helps to obscure 
the radktti democratic advance of Lenin’s 
perspective over liberal notions of bourgeois 
deiiKxuatic federalism. 

Certainly India’s linguistic reorganisation 
of states was a success (a pi^icy whidi Nehru 
did not approve of). It almost certainly 
played a d^sive role in preventing the 
emergence of fissiparous linguistic nationa¬ 
lisms/nationalities. India’s linguistic (and 
other) groups are best seen as potential 


rather than actual nationalidia, potentials 
which may or may not be realised. It is here 
that OIK can mate a real case for the value 
of sound policies by a ‘sensitive’ sute. But 
the qualitative difference between actually 
muldtwtional USSR and potentially muhi- 
natkaud India must be highlighted. Through¬ 
out the period since 1917 till the recent 
breakup of the Soviet Union there has been 
a deep and real tension between various ru- 
tionalist identifications and the sense of 
conunitment or belonging to a larger Soviet 
entity. That, after all, is the meaning of a 
characterisation of the former USSR as a 
multiruitiona] state. India never experienced 
any comparable tension not so mw^ because 
of the tdleged superiority of the Indian 
state’s political management but because 
India is qot a multinational state in the way 
the USSR was, and India’s major linguistic 
groups are not rwtionalities. It is striking 
that religious categories in India rather than 
linguistic ones have been stronger candidates 
for nationhood. This last point Brass would 
not necessarily dispute. He can endorse it 
within his framework. But there is too strong 
a tendency in Brass’s liberal-pluralist 
paradigm to assign excessive Weight to the 
calibre of political supervision by the state 
Thus Nehru, the ‘outstanding’ liberal poli¬ 
tical leader is accorded great credit for 
preventing the rise of umnanageable centri¬ 
fugal pressures and Indira Gandhi is the 
principal villain in creating the Puiqab crisis. 
One can appreciate Nehru’s liberalism and 
condemn Indira Gandhi’s authoritariw 
manipulation and yet not assign either the 
importance that Brass does in regard to the 
strengthening or weakening of the Indian 
union. 
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IMF Structural Adjustment 

Short-Term Gain for Long-Term Pain? 

Kari Polaiiyi Levitt 

The principal agenda of the 'donor community', including the multilateral agencies, for the past decade has 
been to cover the retreat of the commercial banks from exposure in indebted third world countries, with minimal 
losses. In the bad old days, creditors sent gun boats and marines to collect bad debts, but frequently they had 
to cut their losses. Today the system is more civilised, but also more creditor-friendly. The international banking 
fraternity has been able to hide under the skirt of the International Monetary Fund, which orchestrated a remarkably 
effective creditor cartel. Scores of countries caught in a debt trap are being ‘adjusted’ to a new world order designed 
by the economic elites of the major industrial countries. 


IN the 1980s the International Monetary 
Fund and the World Bank became the prin¬ 
cipal institutional mechanisms whereby the 
burden of adjustment to the debt crisis was 
squarely placed upon the populations of 
indebted third world countries—who had 
neither directly contracted these debts, nor 
substantially benefited from the large 
volume of loans extended by private or of¬ 
ficial lenders, for their pecuniary or political 
purposes. The princip^ benertciaries of the 
large capital flows of the early 1980$ were 
the commercial and profession^ elites of the 
borrowing countries and the international 
banks, who had invested heavily in sovereign 
loans to semi-industrial third world govern¬ 
ments, in expectation of higher returns than 
were available elsewhere. 

For the past decade, the principal agenda 
of the ‘donor community*, including the 
multilateral agencies, has been to cover the 
. "cat of the commercial banks from ex¬ 
posure in indebted third world countries, 
with minimal losses. In the bad old days, 
creditors sent gun boats and marines to col¬ 
lect bad debts, but frequently they had to 
cut their losses. Ibday the system is more 
civilised, but also more creditor-friendly.. 
The international banking fraternity has 
been able to hide under the skirt of the 
International Monetary Fund, which or¬ 
chestrated a remarkably effective creditor 
cartel. Scores of countries caught in a debt 
trap are being ‘adjusted’ to a new world 
order designed by the economic elites of the 
mitioi’ industrial countries. 

The recent collapse of the former socialist 
bloc has put new winds in the sails of a 
global market-driven socio-economic model 
which privileges the interests of money 
capital, and an aquisitive life style which 
measures human worth by the value of in¬ 
dividual material accumulation. The new 
rules of the game of the new world order 
look a lot like the old rules of the game, 
prior to the changes which transformed the 
international economy in the wake of the 
economic collapse of the 1930s and the 
dissolution of the Eurcqrean political empires 
following the Second World War. 

The stabilisation and adjustment pro¬ 
grammes of the IMF and the World Bank 
have stripped debtor governments of finan¬ 
cial and political capital with which to 


man^e unstable economies and fractured 
sociwies—wW/e new finance from private 
sources Has largely dried up. Nor do the 
major powers intend to maintain signiricant 
net flows of official resources to tlje tradi¬ 
tional peripheries of Black Africa, the 
Caribbean and Central and South America 
whose raw materials and cheap labour are 
of diminishing importance to the economic 
growth of the industrialised world. 

The debt crisis of the 1980s has served to 
set in motion a restructuring of the post-war 
order which governed relations between 
developed and developing countries for the 
past 40 years. The domestic policies of scores 
of African, Caribbean and Central American 
countries are now programmed by the 
Washington-based agencies in a gigantic 
neo-colonial adjustment to the fact that the 
‘rules of the game* have changed. The old 
international economic order has disinte¬ 
grated; the traditional engines of growth of 
the peripheries are obsolete, and the new 
ones offered in the form of ‘outward look¬ 
ing development* are pushing countries back 
to the status of export-import economies— 
without the strong commodity markets or 
cheap finance. The ultimate purpose of ‘ad¬ 
justment* in highly indebted countries is the 
phasing out of ofTicial international develop¬ 
ment assistance 

Impact of Debt Crisis on Third World 

By 1984, the industrialised world had 
recovered from the recession of the early 
1980$. The experts declared that the debt 
crisis was resolving itself: the debtor coun¬ 
tries could now ‘grow out*—of their in¬ 
debtedness by hitching their wagons to the 
engine of world trade; Structural adjustment 
from ‘inward* to ‘outward* looking develop¬ 
ment and the ‘elimiruition of price distor¬ 
tions* replaced ‘basic human needs* as the 
policy core of programmes designed by of¬ 
ficial development agencies. In the make- 
belief world of Washington of the mid-1980s, 
the ‘magic of the market* acquired the status 
of a new age cosmology. D^elopment was 
equated with economic liberalisation and— 
ultimate absurdity!—the success of the lit¬ 
tle dragons of the Far East was ascribed to 
their market-oriented, Uassez-faire, neo¬ 
liberal policies. 


By 1985, the commercial banks had 
reorganised their portfolios. The fear for the 
stability of the world’s financial systnn sub¬ 
sided,,as the shadow of the self-inflicted 
deep recession the early 1980s passed. In the 
woids of the now famous hmulline in the 
New York Times: ‘The Banks Are Out of 
the Woods*. Since that time, the banks have 
further increased reserves against losses and 
have sold their world debt in secondly 
markets. In the 1980$, the United States ex¬ 
perienced the longest economic upswing 
since the end of the Second World War; 
while Western Europe and Japan continiKd 
to gain ground in competition. Third world 
debt vanished from the pages of newspapers 
in the west. It is clearly no longer a problem 
of importance to the creditor Countries, their 
banks or their governments. 

The heavily indebted countries of Africa 
and Latin America, however, are in ever 
deeper trouble. Since the mid-1980s, the third 
world has been financing the living stan¬ 
dards and the deficits of the industrialised 
world by net transfers of interest and repay¬ 
ment in excess of new loans received, 
amounting to Some S 40 billion per annum. 
Not only the commercial banks, but also the 
IMF, and even the IBRD, and the bilateral 
’donors* have been extracting net transfers 
from the developing world. The stock of 
debt, however, has not diminished; it con¬ 
tinues to grow, albeit more slowly. 

The cash flow transfers of real resources 
from indebted to industrialised ‘donor* 
countries have been effected by painful 
adjustment with or without IMF program¬ 
mes—and with minimal new external 
finance Tirade surpluses have been squeez¬ 
ed out of more or less stagnant economies: 
export volumes have increased in conditions 
of deteriorating export prices, while import 
volumes have been reduced. An Argentinean 
economist has commented that Latin 
America is now ‘living below its means*. 

Negative Net Transfers to 
Creditor Countries 

The net transfer is a cash flow concept and 
records the difference between capital in¬ 
flows in the form of new loans and outflows 
of debt service due on previous borrowing. 
Debt-service is composed of interest and 
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icpaynteiit of prineipal. When debt service 
0 cce^ new borrowing, net transfers ue 
negativi; lesulth^ in a cash flow from debtor 
to creditor countries. 

Negative net transfers (from devdoping to 
developed countries) appeared in the year 
following the onset of the debt crisis in 1982, 
as a direct consequence of the panic which 
seized the commercial banks when Mexico 
announced that it was unable to service its 
debt. In 1983 the banks pulled out S 12 
billion from all developing countries, of 
which $ 11 billion was extracted from Latin 
America. In 1984 another $ 22 billion, of 
which $ 16 billion from Latin America. By 
1885 and throughout the remainder of the 
1980s, transfers from developing coumries 
to commercial banks have been running at 
about S 30 billion per annum. New commer¬ 
cial bank lending to Latin America has 
diminished to a mere trickle. 

From the accompmiying table we note that 
developing countries have been in a situa¬ 
tion of negative net transfer to the industria¬ 
lised world in every year since 1983, for a 
total net transfer of S 227 billion, on account 
of long-term ($ 149b) and short-term ($ 78b) 
debt. The stock of debt however has not 
diminished, but has increased by S 341 
billion since 1983. Interestingly, commercial 
banks were able to capture a total of S 176 
billion in net transfers, thanks to the 
assistance of the International Monetary 
Fund which covered their retreat by extend¬ 
ing loans in excess of repayments and in¬ 
terest charges of $ II billion in the 1983 and 
1984—mostly to major Latin American deb¬ 
tors. Since 1985, the Fund has more than 
recovered these loans, having received a net 
transfer of S 30 billion from the developing 
world. 

It is not generally known that the IMF 
operates with relatively small resources. Tbtai 
outstanding IMF cr^it of S 30 to S 40 
billion amounts to a mere 3 per cent of the 
external debt of developing countries. While 
the Fund expanded the scale of its opera¬ 
tions in the early years of the debt crisis, all 
the major regions of the developing world, 
including the poorest regions of South Asia 
and Africa South of the Sahara, have been 
in a situation of negative net transfers to the 
Fund since 1985. 

Sub-Saharan Africa has contributed a 
total of $ 7.5 billion in net transfers to com- 
meicial banks, and a further $ 2.2 billion to 
the IMF. Positive net transfers into Africa 
have come exclusively from offlcial sources: 
$ 11.5 billion from the World Bank’s Inter¬ 
national Development Agency (IDA) and 
S 8.6 billion from bilateral donors. Aside 
from IDA funds—which are available only 
to very poor countries—the World Bank 
(IBRD) has made no direct contribution to 
net resources of the developing world since 
1983. In recent years the IBRD, like the 
Fund, has been in receipt of net transfers— 
excess of repayments and interest charges 
over new loans extended. This is true for ail 
the major regions of the third world, in¬ 
cluding sub-Saharan Africa—with the single 
exception of South Asia. 

The severely indebted countries fall into 
two categories: middle income countries, 
mostly Latin American, and low income 


coumrks ahnost exdusivriy in Africa, south 
of the Sahara. Specifically, 12 of the 20 
countries now classified by the World Bank 
as ‘severely indebted middle income coun¬ 
tries’ ate in Latin America (four in Africa; 
two in East Europe; one in Asia); while 24 
of the 26 ‘severely inddrted low income 
countries’ are in Sub-Saharan Africa. (One 
of the two exceptions is Guyana.) It is signifi¬ 
cant that only one of the 46 ‘severely in¬ 
debted’ countries is in East or South-East 
Asia—and the Philippines are in some ways 
more Latin American than Asian! The poor 
countries of South Asia ate not among the 
‘seriously’ indriited, although Pakistan. 
Bangladesh, and Sri Lanka are considered 
to be ‘moderately indebted—and India is in 
danger of being sucked into an IMF debt 
trap. 

As can be seen from the lower panel of 
the accompanying table, some two-thirds 
(S 118 billion) of the total net transfer (S 149 
billion) from the developing world has been 
extracted out of Latin America, where 
governments also had to assume respon¬ 
sibility for large external liabilities incurred 
by the private sector. (This is reflected in the 
diminishing trend of net transfers on ac¬ 
count of private debt) In a number of Latin 
American countries including Mexico, 
Argentina, Bolivia and Ecuador, both invest¬ 
ment and per capita consumption declined 
throughout the decade of the 1980s; in most 
other countries, either investment, or con¬ 
sumption, declined, and the same occurred 
in the Philippines. Brazil which pursued less 
orthodox policies, including suspension of 
debt servicing, managed to maintain growth 
of investment and consumption. At least one 
decade of economic development has been 
lost—in the case of some countries, two or 
mote decades. Eight years of struggling to 
achieve stability, adjustment and growth 
while maintaining debt service have resulted 
in inflation, now running at over 1,000 per 
cent for the region as a whole, mainly due 
to the inability of the fiscal system to 
discharge its essential functions, while keep¬ 
ing up payments on external debt. The social 
costs have been enormous, and the burden 
has fallen mainly on poor people. To date, 
the only ‘success story’ to come out of Latin 
America is Chile, where ‘structural adjust¬ 
ment’ was orchestrated during 15 years of 
brutal military dictatorship. 

The pattern which emerges from this brief 
review of the progression of the debt crisis 
is that official creditors, both multilateral 
and bilateral, initially moved funds into the 
crisis regions to assist in averting a collapse 
of the international banks. After 1985, when 
it became clear that private creditors were 
no longer dangerously exposed, there was a 
concerted change of policy resulting in an 
absolute reduction of net resource flows to 
developing countries from official sources. 

PROSPhCTS FOR 1990s 

The prospects for the 1990s ate not good. 
Commercial bank lending to developing 
countries has almost totally dried up; a mere 
S 24 billion of $ 356 billion of new interna¬ 
tional bank lending went to developing 
countries, mostly to Asia (S 10 billion) and 


East and South Europe ($ S bitKosi). 
flow of new lending to Latin America reach¬ 
ed an all-time low of S 1.8 billion in 1990, 
compared with flows of S 40 billion to $ 50 
billion per annum in the late 197Qs and early 
i980s. Mexico and Chile were the only reci¬ 
pients of new bank loans in Latin America. 

The outlook for increased foteign direct 
investment (FDI), which features lar^ in the 
strategy of structural adjustment program¬ 
mes is only marginally 1^ dismal than the 
prospects of renewed private lending. The 
recent increase in FDI from historically low 
levels of the mid-1980 to 22 billion in 1989 
is largely composed of reinvested profit and 
debt swaps, and is strongly concentrated in 
Asia. FDI has increased much less in the 
developing than in the industrialised world, 
and even Japanese FDI which was formerly 
evenly divided between developing and 
developed regions now mainly goes to the 
latter, lb quote the most recent World Bank 
report on the External Debt of Developing 
Countries 1990-91: 

Foreign Direct Investment in raw materials 
and in ‘uriff factories—the main type of FDI 
in the 1960s—is low because of the depressed 
levels of raw material prices and slow growth 
in many developing country markets. More¬ 
over, the latest wave of FDI has not yet 
generated profit remittance, and when these 
begin net transfers from FDI will decline 
(p 46). 

The ‘tariff factories’ refer to protected 
domestic import substitution industries 
which are systematically being exposed to 
external competition by the liberalisation 
provisions of adjustment programmes. 

While the multilateral development banks 
have recently received an increase in funding, 
there is no political enthusiasm in the in¬ 
dustrialised world for large-scale develop¬ 
ment assistance. It is an open secret that 
Europe is no longer interested in Black 
Africa as a source of raw materials or cheap 
labour. The continent has served the histo¬ 
rical purposes of its colonisers, and has been 
‘written off in terms of economic oppor¬ 
tunities. In 1989 new World Bank lending 
of S II billion went principally to countries 
with strong private sectors such as Mexico, 
India and Indonesia. IDA disbursement of 
S 3.6 billion were divided between Africa, 
India and China. The only multilateral 
development bank with substantial amounts 
of new funds is the Inter-American Develop¬ 
ment Bank, which received a replenishment 
of S 26.5 billion from the United States and 
is designated to play a special role in 
American plans for a free trade bloc and 
private sector development in the Western 
hemisphere, within the framework of ‘The 
Enterprise of the Americas’. 

DEBT, DEBT Service Reduction and 
ARREARS 

Debt cancellations by OECD governments 
of $ 5.7 billion by end 1989 extinguished a 
mere 5 per cent of the total stock of debt 
(S 116 billion) of the severely indebted low 
income countries of Africa. (Germany ac¬ 
counting for over half of this debt foigive- 
ness; Japan contributing minimally; the 
United States not at aU.) Virtually all of the 
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debt fotgivea was concessional, arisine ftom 
earlier ODA activities. The effect on the 
scheduled debt service payments of these 
countries is insignificant—reducing AfHca’s 
debt service payments of S 7.i74 million for 
1989 by a mere $ 100 million! (Hbr/d Debt 
ThUes. 1990-9!, pp 89 and 91.) For the 
multilatoal agencies, debt cancellation and 
debt reduction is not an admissible topic of 
discussion; these agencies do not even per¬ 
mit the rescheduling (rolling over) of 
principal—as has become standard practice 
for the Paris Club bilaterals, and many com¬ 
mercial banks. 

The Fund and the Bank, which administer 
structural adjustment programmes in most 
of the countries of Sub-Saharan Africa, col¬ 
lected S 3.6 billion in debt service from these 
countries in 1989—half the debt service pay¬ 
ment of the $ 7.2 billion mentioned above. 
The total amount of debt service which was 
due in 1989 was very much greater. The dif¬ 
ference between $ 18.2 billion due and S 7.2 
billion actually paid is accounted for by the 
rescheduling of principal and interest arrears 
by bilaterals and private creditors. As a result 
of annual resch^ulings, Africa’s debt has 
doubled from $ 80 billion in 1983 to $ 160 
billion in 1990. With few exceptions, the 
Bank and the Fund were fully servic^ in 
1989; bilateral creditors received about 20 per 
cent of debt service due, while private 
creditors collected barely one-third of 
payments due. If Nigeria is excluded, 90 per 
cent of the indebtedness of Sub-Saharan 
Africa is debt owed to OECD governments 
and the multilateral agencies. Several mid¬ 
dle income countries also owe the bulk their 
debt to the multi- and bi-laterals. 

Debt reduction by the ‘Brady Plan’ is 
targeted toward the conversion of commer¬ 
cial bank debt to private equity in middle 
i,. -""'e countries, with the assistance of of¬ 
ficial agencies. BeneHciaries to-date have 
been Mexico, Philippines, Costa Rica, 
Venezuela, Morocco, and Uruguay, with 
Chile probably next in line. The problem 
with debt-equity swaps is that they are in¬ 
flationary because the debtor governments 
have to find (borrow or create) the local cur¬ 
rency funds for private investors. The .scheme 
favours the privatisation of public sector 
assets, insofar as these are the property of 
the government, and local currency does not 
need to be found to transfer ownership rights 
from the state to private investors. Direct 
foreign investment in the form of debt-equity 
swaps do not generate new capital inflows, 
although a requirement of new funds may 
be made by the debtor government. Debt 
reduction resulting from the Brady Plan and 
other debt swaps reduced the debt stock of 
Brazil, Mexico and other severely indebted 
middle income countries by $ 26 billion in 
1988 and 1989. Estimates of the associated 
reduction in the burden of debt service, if 
indeed there is any reduction on a cash flow 
basis, are not available Meanwhile net 
transfers from severely indebted middle in¬ 
come countries reached an all-time high of 
S 27 billion in 1988 and S 23 billion in 1989. 

The most effective relief from the drain 
of debt service is unilateral postponement 
in the form of arrears. The stock of arrears 
increased from $ 27 billion in I98S to S 79 


bilHoii in 1989, of whicli some $ 33 bilHon 
are arrears on imerest. The increase in ar¬ 
rears of $ 13.8 billion from end 1988 to end 
1989 was twice the totad net flow (disburse¬ 
ments less repaymenOi) of S 6.7 billion from 
all official creditors, both multilateral and 
bilateral, to all 46 severely indebted coun¬ 
tries! Interest arrears alone amounted to S 7 
billion. Interestingly, the World Bank report 
on external debt noted that "without the 
financing implicitly provided by the ac¬ 
cumulation of arrears, these countries would 
have had to run a much larger trade surplus 
than has been the case with a corresponding 
loss of export revenues to their industrialis¬ 
ed and de^oping country suppliers’’ (World 
Debt Tables 1990-91, p 22). The decision to 
run arrears is likely to bwome an increas¬ 
ingly attractive option insofar as the finan¬ 
cial rewards of abiding by agreeipents with 
official creditors are elusive, and the policies 
and conditionalities of Fund-Bank program¬ 
mes are excessively rigid and frequently 
inappropriate. 

Role of International Financial 
Institutions 

Adherence to IFI designed stabilisation 
and adjustment programmes enables debtor 
country governments to access multilateral 
and bilateral official finance, provided they 
agree to implement a standard set of 
measures for stabilisation and pcriicy reform. 
The thrust of the ‘stabilisation’ component 
of these programmes is monetary demand 
management designed to reduce consump¬ 
tion and imports, with special emphasis on 
the reduction of public sector expenditures. 
Such measures generally include devalua¬ 
tions which raise the cost of imports and 
may or may not eventually also result in an 
increase in export earnings. In small open 
economies devaluations invariably raise the 
cost of living, in the absence of compen¬ 
sating monetary wage and salary increases, 
this reduces real labour costs and results in 
a distributional shift of income from emplo¬ 
yees to entrepreneurs. Cuts in government 
expenditures impact directly on employment 
and adversely affect living standards of 
urban and rural workers and the lower mid¬ 
dle class. Capital expenditures on education 
and health services ate among the first to 
be chopped. 

The ‘adjustment’ component of the 
typical IFI policy package is intended to ex¬ 
pose the economy to international competi¬ 
tion and give free reign to the play of market 
forces. ‘Policy reforms’ to eliminate ‘price 
distortions’ typically require the liberalisa¬ 
tion of commercial and exchange rate 
regimes, the removal of subsidies on food 
and essential public services such as electrici¬ 
ty and water, and a variety of detailed 
measures to privilege production for exter¬ 
nal markets over production for domestic 
use. The applications of ‘market criteria’ 
have been applied with ideological fanati¬ 
cism, as in the matter of the prohibition by 
the World Bank and the Inter-American 
Development Bank of the subsidisation of 
credit to small farmers, on the grounds of 
‘market distortions’ in the optimal alloca¬ 
tion of investment. The implication here is 


that small-scale economic aaivity unable to 
compete with imports of food has no right 
to survive—while European and North 
American fanners benefit from large-scale 
subsidisation. 

Since 1980, the World Bank has extended 
balance of payments support to third world 
countries in the form of structural adjust¬ 
ment loans (SALs and SECALs). By 1990 
this type of holding amounted to 25 per cent 
of toud World Bank loans. Structural adjust¬ 
ment loans are non-coiuessionary loans 
bearing near-commercial rates of interest. 
Whereas the IMF sets the macroeconomic 
guidelines and targets of a programme, the 
World Elank uses its leverage to imptw a 
long and detailed list of neo-liberal micro¬ 
economic ‘policy reforms’ on the borrow¬ 
ing country. The Fund and the Bank work 
in tandem; World Bank balance of payments 
support is not available without a Fund pro¬ 
gramme, while a Fund programme cannot 
be finalised without the prior negotiation of 
balance of payments support from the 
World Bank and from bilateral donors to fiO 
the programmed ‘resource gap’. The bilate¬ 
rals do not commit funds until negotiations 
with the World Bank have been concluded. 
Each new World Bank structural adjustment 
loan entails a new checklist of conditiona¬ 
lities. 

The borrowing country is effectively trap¬ 
ped in the combined conditionalities of the 
Fund and the Bank, not to mention further 
conditions which might- be imposed by 
regional development banks, such as the 
Inter-American Development Bank. It is no 
exaggeration to state that scores of indebted 
third world countries are effectively in 
receivership to the Wishington-based inter¬ 
national financial institutions, whose'staff 
must approve, if they do not actually write, 
their national budgets. 

Faint Shadow of Revisionism from 
World Bank? 

Throi^hout the decade of the 198Qs, the 
economic experts of the World Bank pro¬ 
claimed with unqualified confidence that 
the Fund-Bank adjustment programmes of 
‘short-term pain for long-term gain’ would, 
if implemented with the necessary ‘political 
will’, result in the resumption of economic 
growth, and the capacity of the highly in¬ 
debted countries of Africa, the Caribbean 
and Latin America to ‘export’ themselves 
out of their indebtedness. As already men¬ 
tioned, Korea, Ihiwan, Hong Kong and 
Singapore were held up as examples of the 
success of laissez-faire liberalism and 
outward-looking trade-oriented development. 

Recently, the authors of the World 
Development Report, 1991 have admitted 
that the adjustment policies which the Bank 
so arrogantly imposes on scores of develop¬ 
ing countries have fallen short of the claims 
made on their behalf. The report acknow¬ 
ledges that the Bank’s econometric projec¬ 
tions of the growth rate of the OECD coun¬ 
tries in the 1980s were consistently over- 
optimistic and inflated, resulting in 
unrealistic claims made on behalf of trade- 
oriented policies as ‘engines of growth’, 
capable of rekindling growth in crisis-ridden 
debtor countries. A faint shadow of revi- 
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peeks tbrougb the peges of this 
document, stgnaUiiw a challenge within the 
Bank of the baid-iine neo-conservatism of 
the iiiid-l980s. Some months ago it was 
reported that the United States was dissatis- 
with the reiuctance of .the Bank to pro¬ 
ceed more vigorously in the direction of 
the private sector orienution favoured hy 
American policy-makers. 

The World Development Report, 1991 ad¬ 
dresses the key question of the relationship 
between state and market. Questions con¬ 
cerning the role of infant industry protec¬ 
tion and credit subsidies in the successful 
development strategy of Japan and the vrast 
Asian economies are posed, if not answered 
(p S). The mnarkable growth performance 
of China and its achievements in extending 
life expectancy to 70 years is mentioned, if 
only in passing, together with the inescapa¬ 
ble fact of its centrally-planned economy. 
Evidence is presented to demonstrate a 
positive reiatioi»hip between income and 
asset equity and economic growth, although 
qualifl^ by noting that Conventional 
wisdom* remains sceptical (p 137). Most im¬ 
portant, perhaps, is the emphasis placed on 
health, nutrition, and education as a key fac¬ 
tor in economic development, in the context 
of the continuing drain of debt service on 
the resources and energies of the populations 
of heavily indebted countries, there is here 
a glaring contradiction between the pnKtices 
of the multilateral, and emphasis on the role 
of human resource development, which is 
however not addressed, beyond the cryptic 
statement that “the debt crisis remains an 
obstacle to growth” (p 9). 

Buried among the Endings of the World 
Development Report, 1991, which largely 
repeats the recommendations of previous 
WDRs, are some welcome acknowledge¬ 
ments of problems, long recognised by critics 
of the Fund-Bank view that debtor cotmtries 
are uniquely responsible for their indebted¬ 
ness. We quote or summarise some of these 
revisionist observations: 

* “As the importance of openness and com¬ 
petition has been realist, the conviction 
has grown that they are insufriciem by 


themselves. Inveatmcnt in people inovides 
the firmest foundation of lasting develop- 
meat. And the proper economic role of 
the state is larger than merely standing in 
for markets if they fail to work” (p 4). 

* “Developing countries are affected bytte 
macroeconomic policies of the industria¬ 
lised countries especially when these 
policies reduce the supfdy of global sav¬ 
ings and raise real interest rates” (p 9). 

* An adequate supply of external capital is 
essential—which calls for strong efforts 
by the World Bank and other multilateral 
agencies, as wril as bilatoal sources (p 9). 

* Adjustment programmes generally im¬ 
prove the balance of payments, but may 
have negative effects on investment and 
reduce the growth of output (p 114). 

* Fiscal cuts in productive investment in 
infrastructure and education ate likely to 
hurt long-term growth (p 114). 

* Devaluation increases debt service 
denominated in local currency and hence 
the Fiscal deficit (p IIS). 

* Harsh reductions in real wages may result 
in an excessive decline in aggregate de¬ 
mand, jeopardising the recovery of output 
(P 115). 

A remarkable aspect of the debt crisis, 
which distinguishes it from previous debt 
crises such as that of the 1930$, has been the 
degree of compliance of debtor governments 
in debt servicing, and compliance with the 
IFI programmes. By what mechanism, and 
to what purpose do governments of poor 
third world countries continue to impose 
severe hardships on the majority ol their 
citizens in the pursuit of an elusive escape 
from economic instability and indebtedness? 
Far from ‘short-term pain for long-term 
gain’, the adjustment programmes ate better 
described as “(very) short-term gain for 
(chronic) long-term pain”. Strapped for 
funds with which to service ddits and pay 
for essential imports of fud, food, medicines, 
fertiliser and industrial raw materials, strug¬ 
gling to reverse the flow of flight capital and 
stave off yet another unpopular deviJuation, 
hoping to shore up the appearance of credit- 
worthiness and attract elusive foreign in- 


vedois. Ore politicians and their technberets 
court the favours of the ^nor community’ 
in the hoire of obtaining temporary relief 
from political and financial pressure. 
Alient^ from their populations, who have 
bortK the brunt of previous adjustment |m>- 
grammes, these governments are politi^y 
unable to admit that there is no promise of 
release from the debt trap. They have substi¬ 
tuted adherence to the terms arid conditions 
of IFI-imposed programmes for meaningful 
national leadership This places the respon¬ 
sibility of exploring alternatives to the pre¬ 
sent dispensation on the shoulders of con¬ 
cerned citizens and non-governmental 
associations and agencies. 

Adjustment to ‘New World Order’? 

While structural adjustment programmes 
have reinforced creditor interests in the mat¬ 
ter of debt service, the indebtedness of the 
countries of Latin America and Africa has 
provided the leverage with which the in¬ 
dustrialised world is ’adjusting’ its tradi¬ 
tional peripheries to the fact that the ‘rules 
of the game’ have changed. Countries cau^t 
in the debt trap are being levered into 
‘externally-oriented’ policies designed to lay 
the foundations for ‘sdf-reliance’ defined in 
terms of the capacity to finance imports, 
debt service and profit remittance without 
restrictions on the free movement of goods, 
services and capital; without subsidies or any 
other form of protection or incentives to 
domestic industry; and without additional 
development assistance. This is a fundamen¬ 
tally different concept of ‘self-reliance’ from 
that which takes its point of departure from 
the objective of meeting basic needs by the 
development of the human and natural 
resources of the country. 

In a previous paper ‘Debt, Adjustment 
and Dewlopment: Looking to the I99()s' 
(Economic and Political Weekly, July 21, 
1990), we have noted that the debt crisis has 
impacted most severely on the traditional 
commodity-exporting peripheries. The coun¬ 
tries of Africa, Latin America and the 
Caribbean have been most seriously exposed 
to the risks of fluctuating commodity prices. 


Table: Net Transfers from Developing to Developed Countries, 1983-89 

(In billions of dollars) 



1983 

1984 

1985 

1986 

1987 

1988 

1989 

1983-89 

All Countries 

Total debt 

3,7 

-10.2 

-20.5 

-23.6 

-34.0 

35.2 

29.6 

-149.4 

Public debt 

12.1 

l.l 

- 10.8 

-14.5 

-24.6 

-24.8 

-26.0 

-87.5 

Private debt 

-8.4 

- 11.3 

-9.7 

-9.1 

- 9.4 

-10.4 

-3.6 

-61.9 

Commercial banks 

-11.9 

-21.8 

-30.2 

-28.0 

-29.9 

-32.1 

21.8 

-175.7 

IMF 

9.2 

1.8 

• 3.1 

-54 

-2.5 

- 7.9 

-4.6 

-78.5 

IBRD 

3.0 

2.9 

1.8 

0.5 

-1.4 

3.9 

3.4 

0,5 

IDA 

2.1 

2.3 

2.6 

2.8 

3.5 

3.4 

3 1 

+ 19.8 

Bilaterals 

6.3 

5.5 

0.3 

0.1 

-1.2 

01 

-1.1 

+ 10.0 

Stock of debt 

807 

843 

937 

1028 

1152 

1137 

1148 

+ 341 

Latin America 

Total debt 

-9.9 

16.2 

-21.3 

-20.5 

-19.5 

-25.0 

-20.2 

-132.6 

Public debt 

l.l 

-6.2 

-13.3 

-14.2 

-13.0 

-17.4 

16.1 

81.3 

Private Debt 

-8.8 

-10.0 

-8.0 

-6.3 

-6,5 

-7.6 

- 4 1 

-51.3 

Commercial banks 

-10.7 

- 15.7 

-21.1 

-19.9 

- 15.6 

-21.4 

13.9 

-118.3 

IMF 

5.8 

2.9 

0.5 

- 1.0 

-1.8 

-1.9 

1.4 

+ 3.6 

IBRD 

0.8 

l.l 

0.8 

1.0 

-0.5 

-0.8 

- l.l 

+ 1.3 

IDA 

— 

— 

— 

— 

— 

0.1 

— 

+ 0.1 

Bllaterals 

1.1 

0.6 

0.5 

0.2 

— 

0.1 

0.9 

+ 1.6 

Stock of debt 

361 

378 

390 

410 

445 

428 

422 

+ 61 


Source: World Debt Tables. 1990-91. 
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ecdan g eflutes and lateiest rates, tn Momw- 
uiesof AMca. and 14 countries of the Latin 
American/Caribbean region, commodities 
account for mote than SO per cent of «• 
ports. In another 13 African and 10 Latin 
American or Caribbean countries they ac¬ 
count for between 25 and 50 per cent of 
exports. 

It is welt known that commodity prices 
have been falling since the early 1970s, and 
it it generally recognised that dedining 
conunodity prices have contributed to the 
adjustment problenu of African and Latin 
American countries. (See accompanying 
graph from p 106 of World Development 
Heport, 1991.) It is not sufficient however to 
ascribe currently adverse trends solely to 
conjunctural causes: the fact of the matter 
is that the Prebitch theory of deteriorating 
terms of trade for third world primary pro¬ 
ducers has been proven valid, and has been 
strongly reinforc^ by technological trends 
toward synthetic substitutes and the de¬ 
materialisation of industrial inputs. The in¬ 
dustrialised world has decreasing need for 
the raw materials of the develofniig world, 
with perhaps the single important exception 
of petrdeum. This goes far to explain declin¬ 
ing foreign direct investment since the 1960s, 
which was masked in the 1970s by the 
phenomenal (debt-creating) wave of private 
bank lending. 

if the traditional peripheries have largely 
served their historic purposes as suppliers of 
raw materials, do the OECD countries need 
them as markns? Tends in world trade show 
that trade between industrialised countries 
has grown very much faster than trade bet¬ 
ween industrialised and developing countries. 
Poor people in poor countries are not in¬ 
teresting from a marketing point of view. 
While there exists an upscale market for 
imported consumer goods for the middle 
classes, and a market for industrial producer 
goods, there is no evidence that the organis¬ 
ed business community in OECD countries 
has been sufficiently interested to bring 
pressure to bear on their governments to 
release the Latin American countries from 
their debt burden restore their import capaci¬ 
ty. Logical arguments about the mutual ad¬ 
vantage of debt forgiveness in the service of 
expanded trade have fallen on resoundingly 
deaf ears, even in the United States, whose 
trade with the developing world is consi¬ 
derable. 

What then of cheap labour? Does the in¬ 
dustrialised world need the third world as 
a reservoir of cheap labour, a widely held 
belief shared by Marxists and neo-classical 
economists? Can cheap labour attract subs¬ 
tantial foreign investment if continued 
deraluations can make it cheap enough? 
Cheap labour was critically important in the 
colonial era, when the demand for agricult¬ 
ural and mineral raw materials for metro¬ 
politan industry was strong, technologies 
were simple, and labour was the most signi¬ 
ficant cost item. Today, manufactured ex¬ 
ports based on cheap latmur cannot serve 
as more than marginal and transitory 
sources of income, onployment and foreign 
exchange for developing countries. The fact 
is that the vast pools of cheap labour in the 
developing world have attracted remarkably 


little for^n investment. Hie mbtiratiott of 
OECD pcriicy-makers with respect to Africa 
is more in the nature of ‘damage control’, 
to check the progresfion of human and 
ecological disaster. ITe fear of massive 
populmion movements from the south and 
the east has become obsessive in west 
Europe. Similar fears are not unimportant 
with respect to American policy regarding 
Mexico and the Caribbean. 

The successes of east Asia, including 
China, are not principally due to cheap 
labour; but to its organisation, managment, 
work ethic, and the role of the state in en¬ 
forcing labour discipline and rewarding suc¬ 
cessful entrepreneurs. Nor can the successes 
of the various Asian experiences be ascribed 
to policies of economic liberalisation and 
dependence on foreign capital, but rather to 
societal coberence, literacy and education, 
a balance between agriculture and industry, 
reasonably equitable income distribution, 
and a symbiosis between state and private 
sector combined with detailed goverrunental 
intervention and a collective national con¬ 
sciousness essential to meaningful economic 
development. 

The ‘adjustments’ being forced on in¬ 
debted countries by international rmancial 
institutions are adjustments from the post¬ 
war system of regulated capitalism to a ‘new 
world order’ of deregulated global competi¬ 
tion. it is ironic that the Bretton Woods in¬ 
stitutions which were set up to complement 
Keynesian type national economic manage¬ 
ment with a stable and orderly international 
system payments have been assigned a new 
role as enforcers of tlw unilateral adjustment 
of developing countries to the ‘rules of the 
gam^ which privilege the interests of super- 
mobile pools of money capital over econo¬ 
mic, social and human development. 

To widen our perspective on the purposes 
of Fund-Bank adjustment programmes 
beyond assuring continued debt service, we 
briefly review the changes in the interna¬ 
tional economic order, as they have affected 
Europe’s (and America’s) traditional com¬ 
modity exporting peripheries: 

(1) The Bretton lAtoods system has disinte¬ 
grated. There is no single hegemonic power 
to manage the system which was designed 
as a more flexible version of the pre-1914 
model of trade and payments. The United 
States, which inherited the role of manager 
from Britain, as a vast country with signi¬ 
ficantly less need of peripheries to comple¬ 
ment its industrial pr^uction structure, also 
lacked the instruments of political colonisa¬ 
tion which gave the old economic order its 
coherence. 

(2) The historically unprecedented momen¬ 
tum of economic growth in the first quarter 
of the post-war era enbaled the Latin 
American/Caribbean and African ectmomies 
to develop domestic industry on the basis of 
strong export markets and government 
policies of import substituting industriali¬ 
sation. 1b varying degrees production struc¬ 
tures vvere diversified and very significant 
progress was achieved in raising the standard 
of hving of the population. 

(3) In the later 196()s, the United States lost 
control over its external account and in 1971 
delinked the world’s key reserve currency 
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1965-88 


(Index: I96S • 100) 
IW 


1 


m 


s 

a 

n 






m 

m 

mi 


, iofllri 

k A 1 

de 

M 

m 


m 

an 

_ 

Q 





a 

70 


isaai 



a 


■■irallliv 


Bli 


I96S 1970 1975 I9M I9RS 1990 


Note : Barter terms of trade are the weighted 
export unit values of primary conuno- 
dities deflated by the weight^ import 
unit values of each region. The barter 
terms of trade multiiwed by the actual 
volume of exports yields the income 
terms of trade Data are based on a 
sample of 90 developing countries. 
Source: World Development Report, 1991 

from gold. Shortly thereafter, the currencies 
of all the major industrial powers were 
floated in the belief that this would enable 
than to maintain full employment and price 
sudnlity, without the need for painful adjust¬ 
ment. With the demise of the Bretton Woods 
orda, monetary stability disintegrated and 
gave way to inflation and uiKontrollable in¬ 
ternational movements of prirate capitsd. 

(4) The efferts of the breakdown of the 
Bretton Woods orda were masked in the 
1970s by the rise of a large private capital 
market of Eurodollars. Industrialised coun¬ 
try governments greatly increased domestic 
expenditures, financed by large budgetary 
defreits. Labour was able to make substen- 
tial gains in an environment of full employ¬ 
ment, monetary expansion and n^ative real 
interest rates. Profits went into decline, as 
did productivity. 

(5) The dramatic success of OPEC in 
1973-74 and the general commodity boom 
of the early 1970s raised hopes (and fears) 
that third world countries could mobilise 
‘commodity powa’ to turn the terms of 
trade in their favour. Hence the illusion that 
they could exercise bargaining powa to bring 
about a faita distribution of the gains from 
trade within the framework of a ‘New Inta- 
national Economic Order’. Private capital 
was freely available from commercial banks, 
and semi-industrialised developing coun¬ 
tries, both oil importers and oil exporters, 
were able to sustain an artificially high rate 
of growth from the mid-1970s to 1982. 

(6) The ‘Volker Shock' of 1979-80 reversed 
US monetary policy; the combination of 
tight money and large budget deficits in¬ 
troduced an era of high real international 
interest rates, resulting in large net capital 
inflows to the United States. High intaest 
rates, exchange rate instability*and volatile 
and adverse movements of commodity 
prices have greatly increased the risks of 
foreign investment in developing countries. 
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Prai|Mctiwe iavetton *ic deterred fnmi ac- 
tivhia which do not directly yield a return 
in foram exchange. The only Year money 
is hard currency, or currency freely convert 
tifate to hard currency. This introduces a bias 
against investment for the domestic marfcet, 
a^ a further bias against projects with a 
long gestation poiod. Quick returns in hard 
cuirency are favoured, essentially because 
the Yulre of the gaiti^ governing the inter¬ 
national monetary system have been tiaiu- 
fonned from stable exchange rates, low and 
fined long-term rates of imerest, and favoura¬ 
ble commodity prices, to flexible exchange 
rates, high and floating interest rates, a^ 
highly unstable and declining commodity 
prices. While private lending of the 1970s 
sowed the seeds of the debt problem, the 
Valker shock precipitated the bitter harvest. 

(7) The bias toward ‘outward looking’ 

policies which characterises the adjustment 
programmes is designed to reduce the risks 
~ .. the returns to capital invested 

in third world countries. An increase in the 
export earnings of these countries not only 
improves debt servkx capacity, but serves to 
assure the convertibility of profit and in¬ 
terest. Drastic liberalisation measures ‘ad¬ 
just’ the fragile economies of developing 
countries to an international envirorurrent 
which is more unstable; more competitive, 
and more hostile than was the case in the 
Brettqn Woods era. The full burden of ‘ad¬ 
justment’ to the international fall out from 
macroeconomic instability created by the 
major powers since the demise of the Bretton 
Woods Older has been dumped on these 
countries. The adjustment programmes are 
a substitute for reforms of the international 
economic order which should have been 
made—-but were not made—in the 1970s, in 
the framework of the north-south dialogues 
of that time Today there is no more north- 
south dialogue. 

(8) The priority accorded to exports over 
domestic production in adjustment pro¬ 
grammes has little to do with 'gains from 
trade’ or coherent long-term strategies of 
development, liberalisation measures have 
resulted in the destruction of domestic in¬ 
dustries with excellent prospects, and their 
replacemem by a flood of imports. In some 
countries, the production of food for dome¬ 
stic use has been sacrificed for agricultural 
exports which moreover are subject to 
unstable or declining prices, while imports 
of (highly subsidised) food products from 
industrialised countries drive local producers 
out of business. 

(9) More rapidly than anybody could foresee 
that we are moving toward a world of three 
gigantic blocs. The richest and strongest bloc 
is the emerging European condominium 
with its own ‘South' in southern and eastern 
Europe, and close traditional relations with 
Tiirk^, west Asia and North Africa. The 
most dynamic and populous region is east 
Asia, which promises to become the growing 
point of the world economy in the next cen¬ 
tury: Tbkyo is the world’s largest financial 
centre, arid Japan the most successful in¬ 
dustrialised country. China has experienced 
a phenomenal gowth rate of 10.4 per cent 
per annum throughout the 1980$, and is a 
market of increasing interest to the industria- 
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Hied world. The tucceis ot the T%m is 
l^ndary, a number of other east and 
south-east .Asian countries have also ex¬ 
perienced strong economic growth in the 
1980$; as has India. None of the countries 
of East or South Asia, not the poorest, nor 
the semi-induatrialised, haw been caught in 
the debt crisis of the I WOs—widi the impor¬ 
tant exception of the MiiUpinncs. Finidly, 
there it the United States which, at the 
former hegemonic power, has maintained 
special rebidons with thhd world client states 
till over the globe, and has been the pritxapal 
influence in shaping the policies of the 
World Bank. Thm it food for thought in 
the observation that, with the notable excep¬ 
tion of Korea and Duwan, so many of the 
long-standing recipients of United States 
and/or World Bank develr^Mnent assistance 
are today deep in debt crisis. Insofar as the 
United States is countering the European 
condominium by the construction of a 
hemispheric trading bloc flora Caiuula to 
Chile; the countries of the Americas can ex¬ 
pect to be most direedy affected by prevailing 
United States ideology, with its militantly 
private sector orientation. 

In Concujsion 

(1) Capital flows to developing countries, 
both private and public, are on a secular 
path of decline which pre^tes the dramatic 
political changes in Europe, but will now 
accelerate. 

(2) The three centres of the industrialised 
world have diminishing need for the tradi¬ 
tional peripheries of Africa. Caribbean tmd 
Latin America $.$ sources of raw materials, 
markets and cheap labour. 

(3) While international action to deal with 
the most obvious injustices of debtor- 
creditor relations, including negative net 
transfers, may be desirable; it will not be easy 
to attain the present climate. There will soon 
come a time when an increasing number of 
debtor country governments, unwilling or 
politically unable to impose further hard¬ 
ships on the population, will help themselves 
to their own resources by running up arrears 
to creditors, including the Fund and the 
Bank. 

(4) Self-reliance is squarely back on the 
agenda not as an option, in the 1970 sense 
of voluntary ‘delinking’, but as a necessity 
of economic and societal survival. This in¬ 
cludes the need to increase domestic savings 
and, for small countries, the need to expand 
the scale and variety of export activities. 

(5) It is now fashionable to advocate 
pragmatism. This is a reasonable reaction 
to the failures of ill-conceived and unrealistic 
social experiments, whether of the neo¬ 
liberal or the populist-cum-sociaiist varieties. 
But it is not sufficient because there is great 
danger in simply reacting on a day-to-day 
basis to the agendas and prescriptions of the 
industrialised powers, or accepting their 
criteria of ‘efficiency’ which are likely to be 
inappropriate at best, and self-serving at 
worst. Ultimately each nation, each people, 
each society has to face and solve its own 
problem, and set its own agenda. 

(6) These developing countries which have 
adiieved high rates of economic growth and 


remarludile idvances in social devriopment 
have chatted their own strategiet, lately 
with their own resources, both human and 
financial. They include Oiina and most of 
the countries of east, south-east and south 
Asia. In none of them—with tire significant 
exception of the Philippines—have develop¬ 
ment strategies been designed or financed 
by the Ahhshington-based IFls. Societies and 
nation states which do not have the capacity 
to chart a coherent strategy of survival 
rooted in their own cultural traditions will 
not survive They will disintegrate 

(7) Vh need to re-think devdopment. and 
with it economice Devdopnrem is uhimately 
not about finance, but about people; their 
motivations, aspirations, creativity, and 
vaiuee It is absurd that economic program¬ 
mes for scores of countries are being drawn 
up a kmall number of internationalised 
technocrats whose miiulg have been condi¬ 
tioned by corporde socialisation to conceive 
of countries in terms of modds of TinanCial 
flowe to move within guiddines calculated 
to the-last dedmal point, and the last dollar. 

(8) OiM of the most fatal mistakes of 
devefcmment theory has been the notion that 
income iirequahty is beneficial to saving and 
thus to economic development. The reverse 
seems to be the case It is essential to share 
the burden of adjustment and devdopment 
fairly between classes and sectors in society, 
and to create a national consensus regarding 
relations with international creditors, in¬ 
cluding the Fund and the Bank. 

(9) Ultimately there is need to reconsider 
what devdopment is all about. The ap¬ 
proach of the IFls is one which views 
devdopment as financial flows to be pro¬ 
grammed and targeted. But development is 
about people and societies, it cannot be im¬ 
posed from without. It is a creative social 
process ruid its central nervous system, the 
matrix which nourishes it, is located in the 
cultural sphere. Devdopment ultimately is 
not a matter of GNP. or money, or physical 
capital, or foreign exchange, but of the 
capacity of a society to tap the root of 
popular creativity, to free up and empower 
people to exercise thdr intelligence and their 
individual and collective efforts to achieve 
a better life. 

(10) There is an urgent need to develop 
alternative programmes bsued on an objec¬ 
tive evaluation of the successes and failures 
■of past experience, and on a re-assessment 
of the natural, cultural and human assets of 
‘devdoping’ countries. Perhaps the time has 
come to reject this adjective along with its 
implications of the desiidnlity of replicating 
the values and lifestyles of the ‘developed* 
countries, and the even more questionable 
implication that the socio-economic model 
developed by the ‘West’ embodies a higher 
level of personal and human development 
than is experienced by other peoples and 
societies. 
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Literacy in Post-Land Reform Village 

G K Lieten 

Changes in the social parameters^with an improvement in the educational and health standards of the multiple 
poor classes in India, would be as beneficial, at another level, as land reforms. The probability, however, is that 
both changes are related. In West Bengal, with its successful land reforms programme this relationship can be 
observed. It is still a long distance to full literacy, but the data from 58 sample schools in one block indicate 
that the school enrolment of hitherto rather excluded SC/ST children has increased considerably. 


IN October 1990, a mass literacy programme 
covering several districts in the country wns 
inaugurated. The initiative for the pro¬ 
gramme was taken by the Kerala Sastra 
Sahitya hrishad, which, taking the cue from 
the achievement of a 100 per cent literaqr 
rate in the district of Ernakulam, involved 
a number of other voluntary organisations 
and government finances to repeat the grey 
revolution, under the banner of the Bharat 
Cyan Vigyan Samiti. in the rest of India. 

During a recent visit to villages in 
Bardhaman district in West Bengal, the in¬ 
dications of a high success rate were ap¬ 
parent. In all hamlets, on the porches of 
huts, in temple buildings, in club houses, 
classes have started functioning in the even¬ 
ings after seven. Hurricane lamps, pencil, 
chalk .and paper are provided by Che slate 
government, and all the illiterate adults have 
to do is to attend the classes and to take the 
difficult path of learning the three r's. A dif¬ 
ficult " path, especially for the women, 
because most of them put in a hard days’ 
work in the fields, do the cooking and 
washing-up after reaching home, and then 
go and strain their intellectual capacities in 
the biting cold of the Birbhum winter. Most 
classes continued functioning when I visited 
them after three months on in December 
1990, with around two-thirds attendance, 
and particularly the women showed more 
than keen interest. 

A grey revolution appears to be under way. 
and this becomes visible right when one 
enters the villages. Most of the political 
slogans on the walls have been replaced by 
the consonants and vowels of the Bengali 
alphabet, ready for deciphering and 
memorising by the hitherto illiterate people. 
The programme is being conducted with the 
enthusiastic involvement of VTs voluntary 
teachers who are mainly party activists and 
who count only very few school teachers 
among them. The grey revolution, it seems, 
is evolving despite the school teachers. West 
Bengal has received some attention from 
scholars studying the impact of land reforms 
and the gtoom> industrial situation. 
Changes in some of the social parameters, 
particularly in educational achievements, 
however, have attracted less interest. The ex¬ 
tent of these social changes, for example the 
increasing literacy rates, liberating the peo¬ 
ple in the villages from ignorance and isola¬ 
tion, is at least as important as the economic 
changes, and in the long run perhaps even 
more so. 


History of Slow Growth 

The results from a study conducted in 
Mohammad Bazar block in Birbhum district 
in 1988 and 1990 indicate that the mass 
education campaign which is presently being 
conducted supplements for adult education 
a process which was already on its way for 
the infant population. The indicators of 
social progress in Birbhum district in many 
respects have been below the state average. 
Literacy is one such field. In 1981, the West 
Bengal state average of 40.9 per cent was 
more than seven points above the district 
average, and almost twelve points above the 
average of Md Bazar. The lower rates are 
very much related to the higher presence of 
scheduled tribes and scheduled castes in the 
district and in the block. 

Md Bazar, in addition to a sizeable 
number of Muslims (22 per cent), also has 
a sizeable minority of scheduled tribes, 
mostly santals. They form 27.58 per cent of 
the population in the block. Unlike the 
Muslims who are concentrated in the area 
close to Rampurhat, the tribal population 
is dispersed over the area, generally in multi¬ 
ethnic villages, and in a few cases in small 
tribal villages. The concentration does in¬ 
crease in the ,i"’>Res towards the border with 
Bihar, but even there composite villages are 
rather the rule than the exception. The 
scheduled caste population, with 19.7 per 
cent of the population, mainly Bagdi, Bauri 
and Muchi castes, is more or less on par. with 
the average for the slate |A K Das et al, 
1978]. In exceptional cases, they live in 
separate villages, small hamlets rather, but 
most of the 134 inhabited villages have a 
composite character. 

Literacy rates among these groups have 
traditionally been very low. For example, 
according to the Census figures, in 1941 there 
were close to 75,000 tribals in the district, 
out of which only 1,098 were literate, in¬ 
cluding only 50 females.’ If vw look at the 
district and the block in comparison with 
the situation prevailing in the past, however, 
there has been a marked improvement, par¬ 
ticularly in the period after independence 
when literacy rose from less than 13 per cent 
to 33.7 per cent in 1981. 

The long-term growth in literacy was in 
no small measure due to the enormous pro¬ 
gress in literacy among women; their percen¬ 
tage rose from less than five on the eve of 
independence to slightly less than 25 per 
cent. This indeed is still well below the male 


literacy, but the relative increase is never¬ 
theless significant.^ 

The standard expression in the realm of 
economic development (while the rich 
become richer, the poor become poorer) is 
not really applicable to the realm of gender; 
while thc males are becoming more literate, 
the females in relative terms are becoming 
even more literate. Since however, in the ab¬ 
solute sense (be increase of both femtdes 
and males is of the same order the gap in 
literacy has decreased only marginally from 
around 21 per cent at the time of in¬ 
dependence to 18 per cent. We shall see later 
that on the basis of the present enrolment 
figures, the gap may be expected to narrow 
considerably. 

Educational institutions had been set up 
well before (he advent of independence. The 
Kaijuli Higher Secondary School had been 
established as early as 1934, and counted 170 
pupils in 1951. Kedarpur High School in 
Kabilpur opened its doors in 1939 (Census 
1951: 126 ff|. Progress remained very much 
restricted in terms of gender and of class and 
caste The poor families, particularly the 
girls within the poor families, suffered from 
two handicaps; they would either never at¬ 
tend school and remain absolute illiterate 
or they would never make it to the higher 
stages of education as a consequence of 
which all the institutions on which they are 
dependent (courts, government departments, 
teachers’ training colleges, banks, etc) re¬ 
mained to be staffed by the ‘bhodrolok’ 
males. The class and gender bias in these 
institutions would then remain a fortified 
alien structure. 

The crucial problem with the Indian 
educational system is not only to get the 
children of the poor rural households to 
cross the fust barrier, the formal enrolment, 
but to cross the second barrier as well, 
namely, to culturally adapt themselves to the 
educational system.’ The Left Front 
government (LFG) has made at least two at¬ 
tempts in its endeavour to change the class 
bias in education; the abolition of English 
at the primary level and the introduction of 
new textbooks. Both measures have unleash¬ 
ed a storm of protest with a range of 
arguments with one imposing message: the 
communist-led government was portray^ as 
destroying the educational system and of at¬ 
tempting to regiment and remould the minds 
of the children into a communist straitjacket. 
The sharp reaction, comparable with the ef¬ 
ficacious movement against the Kerala 
Education Bill of the first communist 
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gewtramebt te Kenla which uMinatdy led 
to tu downfail {Lieteii 1982], Rwy have 
aervcd as a tigii to the LFG thsa too much 
tampering with the organisation and con¬ 
tents of the educational system would be 
suicidai. 

Despite a formidable outcry, English was 
removed as a subject in the Bengali-medium 
elementary school system. On the restruc¬ 
turing of the pedagogical methods, which 
would go a long way in making the teaching 
of ail subjects, including English, more ef¬ 
ficient, not much work has been done. 

In Older to make education really into an 
instrument of social change, the exidted 
words of Rabindranath Ihgore (in 
should be taken to their ultimate realisatum: 
Where the mind is without fear and the head 
is held high; Where knowledge is free; ... 
Where the dear stream of reason has not lost 
its way into the dreary desert of sand and 
habit; Where the mind is led forward 
by thee into ever widening thought and 
action—Into that heaven of freedom, my 
father, let my country awake. 

TtywARDS Universal Education 

The exalted ideal type of (rural) schools 
depends not only on a radical change in the 
goids and message of education, but also on 


a profound transformation In the attitudes 
of the disseminators the message. 
Ibachers emanate frenn tfadr economic and 
cultural surroundings, and many may not be 
imbued with a rational and investigative sute 
of mind. Kaijuli High School is the prime 
educational establishment in Md Bazar. On 
the wails of the playground, in huge letters, 
outdoing the poiitical slogans on the out¬ 
side, the school authorities have inscribed 
their message to the school-going youth: 
“Science is always wrong betmuse it never 
solves any problem without creating ten 
more". 

Within the existing social, economic and 
political (constitutional) paiametefs, the pro¬ 
found transformation of the goals and the 
message of education remain illusory. Even 
in the event of a progressive political forma¬ 
tion coming to power, any attempt to address 
the mote substantial issues is likely to bring 
forth a vociferous reaction from the still 
dominant cultural and economic elite with 
appeals to the masses that their culture, their 
religion, and their freedom is at suke. The 
lesson of Kerala in the late 50s (and for that 
matter of many European countries where 
governments have attempted to slightly 
reduce the hold of the church over the educa¬ 
tional system) imposed itself on the LFG: 


Table I: Development of Literacy in Birbhum 


War 

Literacy 

Males 

Females Male/Femaie 

Gap 

Md Bazar 

1901 

7.7 

15.2 

0.4 14.8 


1911 

8.7 

17.0 

0.6 16.4 


1921 

10.2 

19.5 

1.0 I8.S 


1931 

6.9 

12.8 

1.0 11.8 


1941 

12.7 

21.4 

4.1 17.3 


1951 

17.7 

28.2 

6.8 21.4 

10.8 

1961 

22.1 

32.4 

11.5 2(K9 

18.9 

1971 

26.4 

35.4 

17.4 18.0 

26.2 

1981 

33.7 

42.6 

24.5 18.1 

29.1 

Source: Census 1961: 60; 1971; 1981. 




Table 2; State Pbogress in Bducation 



Expenditure 

Per Cent of 

Enrolment 6-10 Years 

Primary 


(Rs Million) 

Plan 

(Per 1,000 Population) 

Schools 

1974-75 

108 

12 


40305 

1975-76 

183 

lO.I 


40740 

1976-77 

226 

9.9 


40941 

1977-78 

232 

8.3 


42881 

1978-79 

286 

7.0 

591 (78) 

43849 

1979-80 

382 

10.0 

640 (85) 

45645 

1980-81 

265 

5.9 

659 (89) 

46248 

1981-82 

302 

6.6 

680 (89) 

47626 

1982-83 

410 

lO.t 

701 (90) 

48891 

1983-84 

413 

8.4 

737 (93) 

50098 

1984-85 

516 

9.2 

771 (94) 

50787 

1985-86 

333 

4.8 

804 (96) 

50811 

1986-87 

416 

5.5 

840 (97) 

30827 

1987-88 

432 

S.I 

864 (98) 

NA 

1988-89 

769* 

7.3 




\ MMer''Eiguies in brackets are per cent of cohort. 
i * Provisional figures. 

Economic Keview. 


any tinkering with the gmtls and content of 
education would reap a whirlwind. The aim 
of instilling new values and attitudes as a 
precursor and instrument of social change 
(anticipatory socialisation as conceived by 
A R Kamat) can hardly be achieved in a non¬ 
revolutionary context. The changes, at the 
most, can “help effect some immediately 
necessary adjustments in the social milieu" 
I Kamat 1982: 1242). Such an immediately 
necessary adjustment is the universal 
enrolment. 

Pupils first attend the primary school (up 
to form IV) or the junior basic school (up 
to form V), and then imay proceed to high 
school (form V to X), and can round off the 
pre-university education stage with enrol¬ 
ment in the'higher secondary school (form 
V to X-il), and sit for the all-Bengal 
modhyamik porissjo. 

The flndings of a survey in 45 villages in 
various districts of the state in (he early 
1970$ (published in the SC/ST department 
publioation, Bulletin of the Cultural 
Research Institute, no 13, in 1972) reveal 
dismal enrolment figures: only 32 per cent 
of the total child population in the age group 
6-10 (21 per cent of the SC/ST children in 
the age group). In the mid-1970$, in four 
villages in Bardhaman [N K Chandra 1983: 
256], enrolment of boys from poor peasant 
and agricultural labour families was hardly 
20 per cent. Enrolment of girls was between 
5 per cent and 10 per cent. In a survey in 
the late 1970$ in four villages, it was found 
that two-thirds of the school-going children 
in the age group 6-11 belonged to ‘jotdar’ 
and rich peasant families, and only 1.8 per 
cent were from agricultural labour families. 
Only 5.6 per cent of this school-going age 
group were found to be enrolled. In class V, 
not a single pupil came from either poor 
peasant or agricultural labourer families 
(Acharya 1981: 1074). On the basis of these 
data, Ftoromesh Acharya (1985; 1786) con¬ 
cluded sarcastically that education indeed 
had worked as an instrument for change: 
A programme of universal education has 
three components, namely, universal 
facilities, universal enrolment and univerral 
retention. Universal facilities may nor ensure 
universal enrolment and universal enrolment 
may not guarantee universal reiention. On 
the other hand, differential partiapation may 
render the growth of education instrumen¬ 
tal in social differentiation The vast 
expansion of educational activities has in fact 
helped in sharpening the differentiation in 
rural society rather than reduce it. 
Acharya (1985: 1788) predicted that the 
upper and middle strata had captured the 
system, and that they would oppose, either 
overtly or covertly, any attempt to change 
this differential system. He argued that only 
a radical political intervention could effec¬ 
tuate the necessary changes: “the only course 
open for an universal system of education 
is to rouse the labouring classes to demand 
and organise their own education". The in¬ 
tervention by the LFG was not oriented 
towards this maximal objective; it was rather 
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aimed at universal enrolment within tile ex¬ 
isting system. 

The LFG had declared as one of its aims 
the ensured coverage of all children in the 
6 to 14 age group in free elementary educa¬ 
tion schemes (up to class IV in 1977, class 
VIII in 1979, class X in I9S0 and class XII 
in 1981), and free tiffin, uniforms, medical 
assistance and textbook distribution 
schemes. Expenditure on education has in¬ 
creased gradually, but, as in the Congress 
period, has continued to Huctuate between 
5 per cent and 10 per cent of the annual plan 
outlay. Also in the number of new schools, 
the trend of the Congress period has con¬ 
tinued during the LFG period: the’ number 
of schools increased from 32,800 in 1965, 
40,700 in 1975 and 50,800 in 1985. Enrol¬ 
ment, however, appears to have picked up 
decisively, and if the departmental figures 
are to be taken at their face value, the re¬ 
cent progress would indicate that the 
coverage of all the children in the primary 
school-going age has been completed 
(Table 2).“ 

Enrolment figures hide more than they 
tell, even if one assumes that the figures are 


accurate, I e, with only marginal fudging 
along the line Enrolment does not say much 
neither about attendance nor about the 
mobility to higher forms and levels. 

In order to verify to what extent the policy 
of the LFG has succeeded in fostering 
school-going practices in rural Bengal, par¬ 
ticularly in achieving functional literacy, we 
have investigated around half of the primary 
schools and junior basic schools in Md 
Bazar block, namely, the school in the 
‘onchols’ of Rampurhat, Chauricha, Md 
Bazar, Angagoria, Bharkata, and Hinglow, 
i e, onchols in the vicinity of the block head¬ 
quarters and in the periphery of the block. 
We have compared the registration and at¬ 
tendance figures m the even years from 1976 
through 1990 In the five onchols, the 
number of schools increased marginally 
from 51 to 58. For the purpose of the in¬ 
vestigation, we have relied on the enrolment 
and attendance register maintained by the 
inspectorate of schools in Md Bazar. We 
have not physically checked the attendance, 
but the entries on the monthly record forms 
by and large appeared to be reliable. Since 
the forms of the inspectorate have separate 


entries for scheduled castes, scheduled tribes 
and Muslims, and for enrolment and 
registration, the progress of education can 
be split up in meaningful categories. 

First we shall look at the new enrolment 
in the first form, which between 1976 and 
1990, increased by 48 per cent. This is only 
partially, if any, a reflection of the 
demographic expansion in this age group. 
As a matter of fact, the increase appears to 
have taken place despite a decreasing number 
of children. The detailed figures, which can 
be checked in Table 3, show a very rapid rise 
during the first years of the LFG, with enrol¬ 
ment figures almost doubling by 1982, and 
attendance figures increasing two-and-a-half 
times. An absolute peak had been reached 
in 1982. The dramatic fall in registration and 
attendance in 1986 may be related to the 
discontinuation of the school lunches. For 
the supplies, contracts had been signed with 
suppliers, but the quality of the food 
deteriorated and continued to be unfit for 
consumption so that the then president of 
the District School Board, had to discon¬ 
tinue the scheme as the only way of rooting 
out corruption. It is more likely, however, 
that the decreasing numbers are related to 
the demographic factor, namely, a decreas¬ 
ing number of children entering the school¬ 
going age group, which is a plausible 
explanation in viegt of the success in lower¬ 
ing the fertility rates. 

The demographic changes are very much 
related to the improving health situation and 
economic conditions after independence. 
The infant mortality rate in rural West 
Bengal in 1986 had come down to 73 per 
thousand |GOI. DARD 1989: 9). con¬ 
siderably less than in the neighbouring slates 
of Bihar (105), Assam (111), Orissa (127) and 
Uttar Pradesh (140). The only way to dam 
the population spiral was to earnestly 
implement the family planning programme, 
and so as to narrow the expanding gap bet¬ 
ween birth rate and death rate. This 
endeavour appears to have been successful. 

In a comprehensive study of one village 
in Mohammad Bazar block in Birbum, we 
have split up the families according to the 
age of the mother. The average number of 
children born to mothers who were more 
than 50 years old was 6.3; in the families of 
which the mother was between 30 and 50 
years old, the average number of children 
was 4.0 and among the younger couples 
(women of more than 22 years of age), the 
average number was 2.3. The disaggregate 
figures thus indicate that the ideal norm (of 
the family planning agencies) has more or 
less been achieved. All the persons we spoke 
to showed an acute awareness of the necessi¬ 
ty of restricting the number of children. 
Occasionally, parents with two or three 
daughters or sons would like to try for 
another child from the opposite gender 
(which they consider necessary for perfor¬ 
ming certain rituals), but they too arc hesi¬ 
tant to take the step. “It is the custom”, one 
of them said, “for the eldest son to light the 


T*Bit 3. S( Hooi Rtc.isiKAiKiN AND ArTiNDANCi IN fiiisr Form 


Year 

Total 

Caste Hindu 

ST/.SC 

Mu.sliin 

Alien- 



Boys 

Girls 

Boys 

Girls 

Boys 

Girls 

dance 

1976 

1528 

414 

259 

414 

190 

160 

91 

778 

1978 

2145 

478 

398 

666 

308 

195 

103 

1376 


- 2335 

420 

264 

821 

470 

185 

117 

1490 

1982 

2703 

418 

342 

892 

598 

265 

188 

1922 

1984 

2400 

293 

285 

897 

551 

229 

145 

1757 

1986 

1945 

■ 250 

271 

690 

445 

185 

124 

1320 

1988 

2354 

255 

2.30 

886 

584 

238 

161 

1702 

1990 

2257 

245 

226 

8.50 

514 

269 

173 

1678 

Index growth 148 

59 

87 

201 

270 

168 

190 

216 


TABLt 4: Enroi mint in Ci ass XI-XII in Birbhum District 


Year 

SC 



ST 


Total 

Percentage 


Boys 

Girls 

Boys 


Girls 

Boys 

Girls 

Girls 

SevST 

1981 

220 

27 

15 


6 

2907 

747 

25 7 

7.3 

1983 

256 

104 

83 


29 

5032 

2069 

41.1 

6.6 

1985 

278 

115 

89 


35 

5497 

2161 

39.3 

6.8 

1987 

287 

127 

97 


34 

5690 

2247 

39.5 

6.9 

1989 

Growth 

310 

148 

114 


41 

6005 

2449 

408 

73 

(1981 = 100) 

141 

'48 

760 


683 

207 

328 



Source. Birbhum District Inspectorate ol Schools, Secondary Education. 




TABir 5 

i: At.t Wisr 1.itfra< s 

AT ViLI AOfc 1 £ vri 



Caste 

Age Group 30 > 

Age Group 15-29 

Age Group 6-14 

SSIX 


1 

2 

3 

1 

2 

3 

i 2 

1 

M F 

Muchi 

25 

2 

8 


15 

28 

22 12 

55 

0 0 

Bagdi 

62 

8 

13 

111 

32 

29 

70 43 

61 

1 0 

Tell 

51 

35 

68 

51 

45 

88 

30 .30 

100 

10 2 

Sadgop 

94 

76 

81 

121 

119 

98 

48 47 

98 

25 6 

Baisno 

6 

5 

83 

7 

7 

100 

4 4 

too 

2 1 

Brahmin 

8 

7 

87 

8 

8 

100 

2 2 

100 

4 0 

Total 

246 

133 

52 

351 

226 

64 

176 1.38 

78 

42 9 


Noir. 1 refers to the number of persons, 2 to the literate persons, and 3 to the percentage of 
literate persons 
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Oraph 1: Form-Wise (I and II) Enrolment 19T6-90 



futicral pyre, and so some people lell me lo 
try for a son, but wiJI they feed my three 
children? In both cases, I will be faced with 
a probIcmV 

The enrolment figures for the non-SC 
Hindu castes quantify this demographic fac¬ 
tor. lable .1 shows clearly the absolute drop 
in enrolment of boys. In the 58 schools 
which were included in the sample, the 
number of caste Hindu boys dropped from 
4|4 to 24S. The decline in the number of girls 
was less marked because of the fact that in 
1990, unlike in the 1970s, all girls from this 
category got themselves enrolled. Since we 
do not have any evidence that the higher 
caste families had started sending their 
children to schools outside the block, the ob¬ 
vious conclusion is that there has been a 
dramatic decrea.se in the number of school- 
goers. In this light the sjtpansion in registra¬ 
tion and attendance (48 per cent and 116 per 
cent respectively) is really remarkable. 

Another remarkable aspect in Table 3 is 
the sharp incline in SC and ST'girls in the 
first year.The growth in total enrolment and 
attendance is mainly, if not exclusively, on 
account of the influx of SC/ST boys and 
Muslim bo>’s, anc| even more so of girls from 
these groups. Taken separately, the index for 
SC girls went up to 391 by 1988, i e, almost 
a four-fold increase within a couple of years 
after the LFC look over the reins of the 
administration. The improvement may have 
been influenced by material factors (free 
lunches for some years, free schoolbooks, 
and fr^ dres.scs for SC/ST girls), but since 
quite often these material benefits are not 
forthcoming tor lack of funds, the explana¬ 
tion has to be sought more in the changing 
social environment which allows the uige for 
education to be realised. 

in order to bring out more clearly the 
(narrowing) differences between boys and 
girls in the field of education, we have 
calculated the ratio of girls to boys. Girls still 
do have a disadvantage, but compared to 
1976 the gap has narrow^ considerably. A 
breakthrough has been'made in the category 
of scheduled caste families: whereas earlier 
girls came up to only 44 per cent of the 
number of boys, in 1990, they had increas¬ 
ed their ratio to 68 per cent. Muslim girls 
improved their ratio from 57 per cent to 66 
per cent, and scheduled tribes girls lagged 
behind with a slight advancement from 48 
per cent to 55 per cent only. The increase 
in attendance in the first form is according¬ 
ly even more pronounced than enrolment 
itself, a growth of 116 per cent. 

hNROl I INt. AND Rl TAlNING 

finrolinent is one right which the lower 
classes have been able to achieve, but bet¬ 
ween enrolment and attendance, a huge gap 
of 50 per cent used to exist in 1976. This gap 
has been reduced to 25 per cent, but a«om- 
parison ol enrolment in the first form and 
in the second form suggests that dropping 
out remains a perennial problem West 
Ikngal, at least in the villages which we have 


studied, appears as yet not to have made suf¬ 
ficient headway to ensure that children who 
enter the school premises are retained. After 
the first year, we notice a sudden drop in the 
.second year. Graph I elucidates how enrol¬ 
ment in the first form has been on the in¬ 
crease, and how the drop-out in the next 
forms has not diminished substantially. The 
problem has even increased in relative terms: 
whereas in 1976, 40 per cent of the pupils 
reached class III two years later, in 1990 only 
31 per cent of the 1988 batch managed to 
do so. The number of pupils in the second 
form, as the graph illustrates, hence increas¬ 
ed by only 21 per cent. 

The explanation for the relative increase 
of drop-outs would easily be found in the 
mal-adaptation of the children from hitherto 
illiterate households to the educational 
system. The explanation, however, can and 
actually should simultaneously be phrased 
the other way round: the urge for education 
and the empowerment to attend schools have 
not been matched by a changing teaching 
culture The teachers, predominantly males, 
are proud of the high standards in the past, 
and of the ex-pupils who have made it to 
SSLC and beyond. They are interested in the 
maintenance of the standards of education, 
but this may have disastrous effects on a new 
generation of entrants whose parents are ig¬ 
norant of the necessary discipline of atten¬ 
dance, who regularly have to provide extra 
help in the household or in the field, and 
may not feel at ease in the school were the 
children from the well-to-do families know 
all the answers and are much quicker to pick 
up the three skills of reading, writing and 
counting. 


The plummeting after the first year, 
however, is actually less dramatic than the 
Graph I suggests. A number of village 
schools have found their own solution to the 
influx of first generation school-going 
children who are less attuned to the educa¬ 
tion^ system and who (may) cause the level 
of education to fail. They divide the first 
form into two sections: section A for the 
more promising pupils and section B for the 
slow-moving children, a number of them 
repeating the year. In a detailed study of 
schools in one village we found nine sadgbp 
children, five teli children and five SC 
children in section A, and four sadgop, four 
teli, and ten SC children in section B. Many 
of the latter were pre-destined not to reach 
the second form. 

in some of the village schools, in the 
outlying ST dominated areas, hardly any of 
the form I pupils went over to the higher 
forms. For example, in 1990, school number 
I in the Rampur area had 57 boys and 37 
girls in the register of the first form and only 
five boys and three girls in the register of the 
second form. In school number 30 in 
Bhorkata, the number drtmped even more 
dramatically from 58 and 27 respectively to 
three santal boys, two santal girls and one 
Muslim girl in the second form. These and - 
similar schools, with a negative impact on 
the retaining percentage, constitute excep¬ 
tions, but nevertheless are part of the reality. 

Changing Social Composition 

The preceding figures suggest that 
children from poor and illiterate parents ac¬ 
count a great deal for the dismal retainance 
accomplishment. This suggestion actually 
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has to be modified, for other data suggest 
that th^ have done quite well. In Graph 2, 
we have brought together .some data to il¬ 
lustrate this. The graph contains'data on the 
number of children from ST, Muslim, SC 
and other Hindu caste families in the first 
form and in the subsequent forms from 1976 
onwards. 

The most remarkable aspect is reflected 
in the last two sets of bars; an absolute 
decrease of boys and girls from other Hindu 
caste families in the first form as well as in 
the subsequent forms. On the other hand, 
boys and girls from the other categories 
show a definite incretlse in numbers. In ab¬ 
solute numbers, the highest increase in class 
II to IV enrolment was achieved by SC boys 
(from 167 to .f92). In relative terms SC girls 
and Muslim girls recorded a marked advance 
with roughly a three-fold increase. With 1976 
as the index for pupils in form II to IV put 
at hundred, by 19% the situation was as 
follows: ST girls 32.S, Muslim girls 300, SC 
boys 234, SC girls 188, Muslim boys 229, 
and ST boys 144. The index for OHC girls 
had dropped to 81 and for girls to 75. 

As a consequence of these developments, 
the social composition in the village schools 
has undergone a significant change, as is 
vividly illustrated in the difference between 
the two cakes in Graph 3. Whereas in 1976, 
the other Hindu castes weic absolutely domi¬ 
nant in class IV, by 1990, they had been 
I educed to a minority. Muslim girls, who 
earlier made only tor 1.5 per cent of the 
pu,,.'., by 1990 had increased their presence 
to 7.8 per cent. 

As they move onto the high school educa¬ 
tional level, the presence of SC'/ST boys and 
girls drops dramatically, logethcr they con¬ 
stitute only around 7 per cent of the school 
population from class V onwards in the 
district as a whole As an illustration of the 
trend since the early 80s, we refer to lable 4 
on enrolment in class XI and XII. Enrol- 
meni in the lower forms (junior high 
schools) is obviously much higher (67,602 
boys and 35,908 girls in class V through VIII 
in 1989), but the relative soaal composition 
IS more or less the same as m the final years. 
In the years to come the relative presence of 
SC/ST students and ol girls may therefore 
remain at the same low level. One notices, 
moreover, that whereas the enrolment of SC 
boys has hardly increased after 1981, SC girls 
and ST students have gone up considerably. 
This may indicate that, as in the past, only 
children from a small stratum of well- 
established tribal and scheduled caste 
families make it into ihc higher stages of 
education, girls albeit with a time gap [see 
Uma Kamaswamy 1985, and A R Kamat 
1982 for comparable findings m other 
staiesl- 

Vll l Atlt SCHtX)L 

Earlier, we have given an ludicaiion gl the 
rate of progress of literacy. We have .seen that 
in Birbhum district overall literacy grew from 
10 per cent in 1921 to 18 per cent in 1951 
and close to 34 per cent in 1981, and we have 
also seen that Md Bazar taluk had an even 


Graph 2; Caste-Wise Enrolment 1976-1990 
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lower performance; mainly on account to the 
dismal literacy rales among SC/ST men and 
women. In 1981, literacy rales for males and 
females were 37.7 per cent and 20.1 per cent 
respectively. 

The changes which have .swept the Bangla 
countryside and which have become 
manifest in the enrolment figures are very 
much apparent at the village level. After II 
years on, the degree of literacy among the 
younger generation appears to be con¬ 
siderably higher than among the older 
generation. For the purpose of analysis, we 
have divided the population in one village 
into thiee coliorts; the age group which 
reached school-going age after the left front 
took over office, the age group from 16 to 

29 which was at the school-going age dur¬ 
ing the same period, and the age group ol 

30 and above which was already past that 
stage in 1977 

If wc bnefly summarise the data in Ikble 5, 
three broad conclusions can be drawn; 
literacy rale m slightly more than one genera 
non has gone up from 52 per cent to 78 per 
cent, literacy rates among the higher castes 
has increased fiom an already high level to 
cent per cent, and the progress of the two 
scheduled caste groups, although still far 
from reaching all children, is remarkable in 
the sense that whereas among the older 
generation only a meagre II.S per cent is 
literate, 59 per cent of the youngest genera¬ 
tion has attended .school or is attending 
school, and by and large may be assumed 
to (have) become literate. Illiterates in the 
younger generation are usually concentrated 
in a few- households. 

Of course, vast differences remain in the 
levels ol schooling attained by the different 
groups. Numerous are the SSI.C holders. 
BAs and junior basic training graduates 
among I'hc patents and grandparents of the 


sadgops and the telis. 

Only a few ol the literate persons among 
the cider generation of ‘bagdis’ and ‘muchis’ 
had made it through class IV, and only a few 
ol their children have made it up to class X, 
although only one has appeared for* the 
SSI C exams, but even he has not passed the 
‘modhyamik’ exams. He now works as an 
operator in a rice mill, and as such is not 
the only boy who had to turn to the tradi¬ 
tional occupations ol the parents after mak¬ 
ing his way up on the educational ladder. 
Economic reasons and job prospects are 
usually given as an explanation for discon¬ 
tinuing the education, for example by the 
son of Sosodhar Bagdi, who now draws 
Rs 13 a day as a pei manent labourer in the 
nearby factory. Another boy was lucky 
enough, alter cla.ss VI, to find regular 
employment as a cowherd with a .sadgop 
family in the village 
1 he apparently cio.sed avenue after com¬ 
pleting edDcaiion. howescr, is lor only a cou¬ 
ple of families a reason to question the 
usefulness of education lor boys and girls. 
One suffers if not educated, is the often 
repeated phrase, and some who have not at¬ 
tained school have made up by learning at 
least one of the essential r’s (reading, 
writing, (ahithmelie) 

Utiafn’s brother is in class IX. He went 
to school for only a lew months, but when 
1 ask him how many days he would have to 
work il his mother had taken a loan of 
Rs 400 at the present interest rate of Rs 13 
a day, his correct answer is swift in coming. 
He has never liked going to school, like many 
of his kin who rule the roost and confront 
their parents with the final choice. ‘Utchit’, 
other parents tell me, “she should go. but 
she did not want to, and our third daughter 
did go. but she stopjied after one year". 
Another father, |usi coming in, besmeared 
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Graph 3: Corumunitv-Wise Compositioh of Fourth Form 


ait iovcr from his work in the clay mines, has 
the same story: “Uichii, but he is our only 
soh. So how can we make him stay in school 
if hf does not want to". 

The reasons lot not wanting to go to 
school arc quite oltcn class-related, as 
Sivihidor Bugdi explained: “Earlier there was' 
political strife, and if such a conflict exists 
then the ‘morols' will influence the teachers 
and our children will be treated badly. That 
is gone now, but sometimes the child gets 
scolded for being stupid, and decides never 
to return to that roaster!' Sobita, a widow 
who herself has a cigss IV education, has 
been struggling hard to gel her children 
educated, but the teacher scolded her IV 
class daughter for not wearing a proper 
dress, and that was the end of a tenacious 
effort. 

This ambivalent attitude of the parents, 
and the adverse economic conditions which 
.some of them use apologetically, is a fre¬ 
quent occurrence. Even a boy of seven, who 
started going to school, had to be withdrawn 
since both parents are working and he has 
two younger brothers to look after. This job 
is usually the domain of girls who for this 
reason attend school slightly less than boys, 
but by and large no distinction is made: 
junior school-going is much less dis¬ 
criminated by gender than by the economic 
position. 

Teachers arc divided on the issue. 
Debkumar Pal argues that certainly the pro¬ 
gramme of education contributes to an all- 
out development of the child, but that 
possibly some of the teachers may not be 
good, and may not be sensitive to the need 
for a new environment: "Despite the adverse 
economic conditions, the girls and boys of 
first generation families try to come, but they 
cannot adjust with the other pupils. If 
enough dresses and pencils could be provid¬ 
ed, pan of the problem would be solved, 
because then they would not feel too depriv¬ 
ed and too different!' Chandgopal Ghosh, 
a headmaster in another village, feels they 
are just not interested, and standards have 
fallen because everybody has to pass. 
Joydeb, the Marxist school teacher and 
councillor, lhares the concern for dropping 
standards, and he agrees that the party has 
not been tackling this is.sue on a war-footing. 
The paucity of funds for books, for repair¬ 
ing the thatching, and for tiffin, do not add 
to make the schools attractive, and he 
tealises this to be an a^ded reason why 20 
per cent of the children still do not go to 
school. 

Teachers are a well paid group, and in ad¬ 
dition to their salary, they all have 
agricultural land, which takes part of their 
attention. As Poromesh Acharya [1985: 
1786] has stated, educated membm of the 
'jotdar' and rich peasant classes often took 
to the teaching profession as a subsidiary 
occupation. As many as nine teachers are 
residing in the small viliage Together they 
own too bigha of land which lakes a lot of 
their attention. One has the impression that 
if they would have been committed with 
.some more real to the aim of spreading mass 
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Other Hindu Castes 


education, cent per cent success could have 
been achieved. A more active intervention 
by them at the family level would be of im¬ 
mense importance in dealing with the drop¬ 
outs. They could also have played an impor¬ 
tant role in starting and organising adult 
education classes, but have restricted their 
involvement in this to criticising the failure 
of the LEG in making the programme a 
success. 

The party also docs not appear to have 
made education into a mass mobilisation 
effort’. In 1990, however, better late than 
never, the party and the panchayats put m 
a massive effort to make the adult mass 
literacy programme a success. Ernakulam 
may not be repealed as yet, but the convic¬ 
tion that it should has gained ground and 
efforts are under way, despite many ol the 
school teachers. 

CONCUJSION 

Education is a' key to empowerment, 
enabling access to knowledge and inlorma- 
lion. Unfortunately, the discussion on the 
content of the curriculum has been too 
sporadic, and has been diverted by an emo¬ 
tional battle, reminiscent of the outcry 
against the first communist ministry in 
Kerala. A more consistent debate on the con¬ 
tent of education, in terms of its^deological 
content and in terms of its vocational con¬ 
tent, would be welcome. Education in the 
past has been reinforcing the class divisions 
and continues to be so in many other parts of 
India. The access to education in rural India 
all too often has been restricted to the 
9;Qiiomically and politically powerful strata. 

This pre-emptive process appears lo have 


1990 



Muslims 


been deranged, at least at the stage of 
elementary education. The village level data 
suggest that the administrative aggregates 
put together by the department in Calcutta 
are a shade too optimistic, but only a shade. 
More efforts, and more imagination, are 
needed at the village level to attain univer¬ 
sal enrolment and attendance. 

The achievements so far, however, are 
significant. They indicate that universal 
education is within reach, for boys as well 
as foi girls. The mental preparedness ol the 
hitherto excluded poor families and the em¬ 
powerment to avail of the educational 
lacilities are very much tangible. 

1 Literacy among tnbals in 1961 was still as low 
as 0.5 per cent for women and 6.3 per cent 
for men. By 1971, it had risen to 3.1 per cent 
and 14.5 per cent respectively, resulting in an 
overall 8.9 per cent literacy level, very much 
below the overall 33.2 per cent literacy in the 
state at the time The literacy of the Santals 
was even one point lower |U K Ray et al, 
I982'38j. Md Bazar in 1971 had as many as 
2I(!) literate female Santals (0.3 per cent of 
the Santa! women). Literacy among the most 
piopulous groups of scheduled castes (bagdi, 
bauri and chamarl was somewhat higher (see 
Table A) 

2 The levels of literacy in Md Bazar block have 
always been well below the averages foi the 
district, and the trend from 9 1 per cent 
(women) and 28.4 per cent (men) in 1961 to 
respectively 20.1 per cent and 37.7 per cent 
in 1981 indicates that they were not moving 
up ai fast as elsewhere. 

3 We consciously use the expression 'to adapt 
thenwelves' since for most of the families of 
the entrants, the educational insiiluiion is an 


Tabi f A: Mo Bazar. Liifrac s of ^chfdiu to Caittes (Per Cent, 1971) 



Per Cent of 
the SC 

Total 

Males 

Females 

Bagdi 

14.6 

10.8 

17.2 

4.2 

Bauri 

7.1 

10.1 

15.5 

4.6 

Chamar 

5.8 

12.0 

17.1 

60 

Rajbanshi 

15 4 

17.6 

26.0 

8.7 

Poundra 

ll.l 

27.3 

40.0 

n 9 


Source: (J K Ray ct al, 1982: 143-150. 


108 


Economic and Political Weekly January 18. 1992 



alien dement, and teachint will tie done by 
teachers who in the best of circumstances 
belong to the rural culture but hardly ever 
to the poor families and their sub-cuiiure. For 
poor families with first gen eraschool- 
going children, schools'remain an a,.... in¬ 
stitution, even if the syllabus in the educa¬ 
tional institutions is somewhat tailored to 
their needs and perceptions. 

4 John Kurien [1981] raises serious .doubts 
about the enrolment and attendance figures 
in India in general; the real growth in popula¬ 
tion has outstripped the jncrease in enrol¬ 
ment, and enrolment is sinyway a statistical 
mir^ In West Bengal, the attendance figure 
in l'97l as per the Census figures (34.S per 
cent) was slightly lower than in 1961, and was 
much below the official enrolment ratio of 
63.2 per ceAt of the ministry of education. 
His conclusion is therefore that universal 
education is an utopian dream, and will 
remain so for many decades to come. 

5 As late as September 1987, the state 
Democratic Youth Federation of India set up 
the Bongiya Sakshamta Pmckar Somin, with 
volunteer teachers taken'from the party and 
in the first phase committed to er;idicate il¬ 
literacy in party and party litint organisations. 
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Rates of Return in Indian Agriculture 

Sarthi Acharya 

This anicle attempts to Cu„tpute and analyse the rates of return for different crops in different regions of the 
country. It also looks at the sources of variation in the rates of return. A variable profit function is estimated 
with a view to determining the impact of input prices on profits and the consequent supply response of the farmers. 


I 

Introduction 

CONTROL over prices of inputs and out¬ 
puts, along with other incentives, has been 
an important agricultural policy instrument 
since the mid-60s in India. This has yielded 
positive results; agricultural production has 
risen by over 75 per cent during the last two 
decades. The rise in production has. however, 
not been uniform in all crops uid regions. 
Acreage and productivity of crops which 
received high incentives have increased 
steadily while some other crops have stag¬ 
nated [GOI, 1986]. The uneven growth and 
productivity have been well-established by 
Mahendradev [1988] and Bhalla and IVagi 
11989) among others. Acute shortage of 
oilseeds and pulses during the 80s is a 
manifestation of this phenomenon. Addi¬ 
tionally, the cost of production of many 
crops has been high and uneven [Gulati, 
1988], There is, therefore, need to take a fresh 
look at the incentives structure in agriculture 
with a view to formulate a policy which 
would make agriculture cost<ffectivc as well 
as balanced between different crops and 
regions. 

There are many facets to the study of in¬ 
centives and prices in which the rates of 
return form an important component. So 
far, much of the literature has concentrated 
on supply response and marketable surplus 
[Kahlon and George, 1985). Moreover, most 
of the work pertains to either analysis of 
micro level data or to specific states and 
crops. There is dearth of studies on the rates 
of return for all crops on an all-India basis. 

This paper aims to compute and analyse 
the rates of return for different crops and 
regions in she country. It then looks into the 
variants of the rates of return, including sub¬ 
sidies, in (differentially) affecting the pro¬ 
fitability. Lastly, a variable profit function 
is estimated with a view to determining the 
impact of input prices on profits and the 
• consequent supply response of the far¬ 
mers.' A total of 14 crops grown in 15 
major stales are covered. The main data used 
are drawn from the 'cost of cultivation’ 
•surveys conducted by the directorate of 
economics and statistics, government of 
India. The period covered is that of the 80s. 

The paper is in six sections. The next sec¬ 
tion describes the data. Section. Ill analyses 
the rates of return across crops, regions and 
over lime. Section IV looks into the different 
variants of the rates of return, in whfeh the 
subsidies are specifically discussed. In Sec¬ 
tion V a profit function is estimated for 
obtaining input/ouipui price elasticities. 
Section VI presents a short conclusion. 


II 

The Data 

Before we go into details of data analysis, 
it would be useful to highlight the nature of 
the main data used here, viz, the cost of 
cultivation surveys. A comprehensive scheme 
to collect these data began in 1971-72 with 
a view to obtain state- and crop-wise repre¬ 
sentative profiles on inputs and outputs, in 
both, physical and monetary units. Tlic data 
are primarily collected for fixing procure¬ 
ment prices and as per the recommendations 
of the National Commission on Agriculture, 
information is collected annually on each 
crop. The full sample size consists of over 
9,000 farms spread over 15 states in the 
country. Since data are not necessarily col¬ 
lected from the same farms or regions each 
year, these are not panel data, and strictly, 
no time series analysis is permissible. In¬ 
formed sources have also indicated that there 
are, at times, unusually long delays in pro¬ 
cessing the information, while in some cases 
the data are flawed. Since only the accurate 
and timely processed data are released by the 
ministry, it has not been possible to collate 
information on all crops and years in each 
state. The crops, states and years for which 
data have been made available for this study 
can be seen from Tables 2 and 4. These crops 
cover over 80-90 per cent of the total area 
sown in most of the states. 

The cost of cultivation data are published 
as ‘per hectare’ averages for each state. For 
each crop, state and year (season) there is 
only one observation. Farm-level data are 
not accessible. Next, though these data do 
represent the inpjt and output structure 
since the sample is drawn up with a view to 
take into account different farm sizes and 
agro-climatic zones, they do not necessarily 
tally with the ‘area and production’ figures 
published by the ministry of agriculture for 
estimating the production and yield of each 
crop in the country. Due to this limitation, 
it is strictly not advisable to juxtapose these 
data with those of area and production to 
arrive at macro aggregates. For illustrative 
purposes though, this is permissible. 

III 

Rates of Return 

There are four ratios computed here for 
studying the rales of return. These are, value 
added per hectare, realised profit per hectare 
(production minus paid-out cost), net pro¬ 
fit per hectare (production minus paid-out 
and imputed cost of own land, labour and 
capital equipment) and value added per 
quintal of produce. The value added repre¬ 


sents the most objective aspect of the rate 
ot return since it is not affected by distoi- 
tions in land and labour markets. The realis¬ 
ed profit is an appnqiriatc measure from a 
farmer’s point of view. The net profit is a 
measure of surplus above subsistence which 
would also indicate the extent of application 
of non-priced inputs.^ 

For a spatial analysis, data pertaining to 
different years have been averaged to pro¬ 
vide a cross-section of crops and states. Since 
not alt crops data are available for the same 
years the cross-sectioa does not represent the 
same period. But the monsoon is seldom 
uniform over the whole country and it vvould 
be too idealistic to assume that averages over 
the same years are always better. For adding 
the monetary figures over years, the state 
level COP deflator for agriculture has been 
used. 

A time-series analysis too is conducted in 
spite of the limitations mentioned above: 
Only those crops and states are chosen where 
observations are available for a continuous 
period of Hve years. There are 25 such crop- 
stale combinations spread over 9 states. 

Inter-Crop Comparison 

The different measures of rates of return 
crop-wise for all-India are given in Thble I. 
The value added per hectare, given in 
column 2 of this table, shows that paddy, 
wheat, cotton, sugarcane, jute, tur and 
mustard show a relatively high value added 
compared to other crops, if R$ 2,200 is (ar- 
tificUdly) taken to be a cut-off point between 
high and the low values. This rating also 
coincides with the usually accepted taxonomy 
of crops which classifies some crops as high 
quality ones—wheat, paddy, cash crops— 
and others as low quality ones—millets and 
pulses. Sugarcane tops the list with a value 
added of almost Rs 9,000 per hectare while 
moong is at the bottom with a figure of less 
than Rs 1,000. The standard deviation of 
value added per hectare is not very high for 
any of the crops; it is in the range 20-40 per 
cent. These figures imply that intra-crop dif¬ 
ference are relatively low compared to inter¬ 
crop difference. 

The reali^ profit (column 4) shows lower 
figure than the value added but the ranking 
of each crop is maintained. The gap between 
the value added and net profit, which is the 
paid-out cost to labour, bullocks and 
machine and paid-out fixed costs, is not 
uniform, pointing out to possibilitie of dif¬ 
ference in technical coefficients of different 
crops on the one hand and (maybe) imper¬ 
fections in the land/labour markets on the 
other. The realised profit figure further 
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show that the mcqtne^ of farmers growing 
high value crops (other than su^rcane) with 
a cropping intensity of, say 1.5, would re¬ 
quire a minimum of 2-3 hectares to be above 
the poverty line if crop agriculture is the only 
source of their income. For the low value 
crop growing farmers this could be more. 
Only in the case of sugarcane growers the 
land size required would be smaller, but then 
the agro-climatics and economics of the 
sugarcane are different.' 

The net profit (column 6) shows a much 
smaller figure compared to value added oi 
realised profit and the standard deviatior 
also is large The ranking across crops is 
somewhat different from that seen in col¬ 
umns 2 and 4. It is implied that a substan¬ 
tial component of the cost in Indian agricul¬ 
ture is composed of imputed family inputs 
which vary widely across crops. There is 
more family input in non-marketed crops 
compared to the marketed ones. A large 
component of non-priced inputs points out 
that Indian agriculture is of the subsistence 
type to quite an extent. The taxable capacity 
IS eviuci.il> existent on the aggregate ex¬ 
cept in sugarcane. 

f OiUinn K shows the value added per 
quintal lor dittcrent crops. These data show 
little correspondence with the 'per-hectare’ 
figures. The value added per quintal is high 
in pulses, oilseeds and cotton (above Rs 200) 
and low for the cereals and sugarcane. Even 
among the cereals, wheat and rice fetch a 
lower value added compared to the coarse 
grains. Sugarcane fetches the lowest value 
added per quintal. This reversal of figures 
requires explanation. 

The intervening variables are land produc¬ 
tivity and output prices. Sugarcane grows in 
dozens of tonnes per hectare. Wheal, pad¬ 
dy. cotton and groundnut generally have a 
productivity of 2-4 tonnes per hectare while 
pulses and coarse cereals generally have a 
low productivity of less than one tonne per 
hectare. In some cases, the productivity of 
coarse grains/pulses is several times lower 
than that of wheat/paddy (Table 4). Next. 


the prices of pulses and oilseeds Imve been 
significantly higher than those of wheal and 
paddy in the 80s. The coarse grain prices too 
have not been lagging behind. The high 
prices of pulses and oilseeds have permit¬ 
ted a high 'per quintal' return, but since the 
productivity of wheat and paddy is con¬ 
siderably higher than the price differential, 
it offsets the price effect. 

The broad results point out that inter-crop 
variations in the rates of return arc high. The 
high value crops (wheat, paddy and cash 
crops) yield better returns than coarse grains 
and pulses. The value of family-owned in 
puts (land, labour, tools, etc) is high in most 
cases and varies across crops. It follows that 
Indian agriculture, to a significant extent, is 
yet in the subsistence form. Lastly, crop 
prices and productivity are important 
variants in influencing farmers’ incomes 

Inter RbGiONAi. Analysis 

Data on the said measures of the rates of 
return are given in a crop-state disaggrega¬ 
tion in Table 2. Since all crops are not grown 
in all slates the comparison is accordingly 
restricted. The different measures of rates of 
return per hectare for paddy,’ which is grown 
in high rainfall zonet, vary according to the 
extent of (controlled) water availability and 
the adoption of modern varieties (proxied 
by ihb extent of feniliser used and irrigation 
costs incurred). The rates of return on paddy 
are relatively high in Andhra Pradesh, 
Haryana, Karnataka, Punjab and Tamil 
Nadu while they are low in Assam, Madhya 
Pradesh, Orissa. Uttar Pradesh and West 
Bengal. It needs no iteration that the former 
states have developed irrigai ion systems of 
the canal or tubewejl type while the latter 
are relatively underdeveloped in this regard. 
The fertiliser application and irrigation costs 
too show a higher figure in the former states 
compared to the latter ones (Tiible 4). The 
input-output coefficients are however not 
uniform, since both irrigation and fertiliser 
needs (and costs) differ from one agro- 


cKniitk aom to other. 

A very similar pattern can be observed for 
wheal. High profitability states such as 
Bihar, Haryana, Punjab, Rajasthan and Uttar 
Pradesh show relatively high input (loses 
compared to the relatively low profit slates 
such as Himachal Pradesh and Madhya 
Pradesh where the input application is low. 
The wheat data show that in an otherwise 
backward state like Bihar, the wheat grow¬ 
ing farmers have adopted modern methods 
to reap high returns. Existence of intra-state 
variations is thus recognised. 

Coarse grains such as 'bajra', 'jowar' and 
maize show a relatively high rate of return 
in areas of assured rainfall (Bihar. Himachal 
Pradesh, and Uttar Pradesh) or ones where 
controlled irrigation and/or fertilisers arc ap¬ 
plied (Gujarat and Rajasthan) (see Thble 4). 
In the other regions the rates of return are 
low. Some numbers on net profit are even 
negative. Among the three coarse grains, 
maize fetches the highest return^ followed by 
bajra and jowar in all-the regions. The 
general results arc similar to the ones seen 
in the cases of paddy and wheal. An added 
observation is the larger inter-iegional varia¬ 
tion in the input-output ratios of these crops 
compared to wheat/paddy, for reasons that 
these crops are mostly grown in rain fed, low 
rainfall or semi-arid lands where they are ex¬ 
posed to vagaries of the monsoon. 

Pulses show a relative!^' high return in 
Madhya Pradesh (tur), Uttar Pradesh (tur 
and urad) and Rajasthan and Uttar Pradesh 
(gram). The other pulses generally yield low 
returns all over. The input-output links do 
not ncces.sarily explain the returns on pulses. 
Since pulses are often grown in the ‘kharif 
season under active monsoon conditions—jn 
.several cases with a view to enrich the soil 
quality—the inputs and returns are not 
necessarily linked. 

Oilseeds—mustard and groundnut—show 
relatively high returns in Haryana (mustard), 
Madhya 'Pradesh (groundnut), Punjab 
(mustard), Rajasthan (mustard), Tamil Nadu 
(groundnut) and Uttar Pradesh (mustard). 
Elsewhere the returns are relatively low. In 
both these crops, the irrigation and fertiliser 
link with the rates of return holds. Excep¬ 
tions are Madhya Pradesh which has a high 
return and low input and Gujarat which has 
low return and high input. A priori this is 
inexplicable: maybe the agroclimaiic factors 
are responsible. 

Among cotton, jute and sugarcane, the 
three main cash crops, there is a higher varia¬ 
tion in the former two compared to the latter. 
Cotton yields high returns in Gujarat, Kar¬ 
nataka and Punjab. Jute yields high returns 
only in West Bengal. Sugarcane yjelds high 
returns in all areas though they are higher 
in the southern states of Andhra Pradesh, 
Karnataka and Ikmil Nadu compared to the 
northern and central ones. In all the three 
crops the argument that higher inputs yield 
better returns holds except foi' sugarcane 
grown in Maharashtra in which high doses 
of inputs have not yielded commensurate 
returns. Agroclimatically. it may not be the 


TABi.k I: Mlan Vaiufs or Ratls or RcruRN or Du rtitENT Caoi^i 
(At Constant Prices 1980-81) 


Crops 

Value Added/ha 

Kealrsed Profil/ha 

Net Profil/ha 

Value Added/ 


Mean 

SD 

Mean 

SD 

Mean 

SD 

Production 



Mean 

SD 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

Paddy 

2834.75 

1106.71 

1908.45 

863.21 

645.67 

582.18 

109.94 

19.79 

Wheal 

2957.10 

818.39 

2089.52 

659.16 

775.83 

453.83 

133.92 

24.82 

Jowar 

1186.13 

254.11 

727.79 

228.20 

188.49 

226.21 

154.86 

36.48 

Maize 

1824.78 

642.56 

1376.98 

580.90 

.348.33 

411.30 

145.99 

46 05 

Bajra 

1501.70 

559.48 

960.46 

411.89 

125.88 

327,91 

166.68 

30.87 

Colton 

2723.94 

1386.81 

1913.00 

1210.83 

700.79 

910.52 

336.23 

49.72 

Sugarcane 8916.22 

3225.66 

7484.87 

2868 48 

4365.74 

2356.55 

15.49 

3.43 

Jute 

2564.62 

879.48 

1718.60 

854.15 

460.12 

661.78 

174.80 

69.97 

Moong. 

888.66 

159.71 

573.4" 

168.16 

91.49 

161.98 

292.62 

61.65 

TUr 

2274.15 

1587.18 

1801.90 

1441.26 

8'34.73 

978.97 

295.30 

64.65 

Urad 

1294.74 

454,79 

878.55 

387.65 

224.26 

241.69 

286.61 

70.45 

Grgm 

Ground- 

1854.52 

648.66 

1392.60 

5.37.32 

508 84 

414 42 

261.89 

43 39 

nui 

2082.26 

451.67 

1453.69 

4.54.00 

484 91 

388.04 

246.30 

34.74 

Mustard 

2715.94 

1019.15 

2193,43 

930.66 

1101.03 

738.26 

340.36 

75.92 
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most Miitaltle zone for (rowing sugarcane. 

In sum, a state'specific incture for all 
crops shows that Assam, Himachal Pradesh, 
Maharashtra and Orissa lie at the lower end 
of the spectrum while Haryana, Gujarat, 
Punjab and Tamil Nadu are towards the 


upper end. This Comparison, though strictly 
not permitted since comparison across crops 
is not desirable, reflects that areas which are 
rainfed, semi-arid or ones where controlled 
irrigation is low, yield lower return than 
others. 


TEMPORAL COMPARISON 

Data on realised profit (1980-81 prices), 
area (in '000 ha) and fertiliser use, sute and 
cropwise for those crops on which a mini¬ 
mum of five years continuous series is 


Table 2: Various Measures of Rates of Return Averaoed over Different Vfars, at 1980-81 Prices 


Crops 

Average over 

Value 

Realised 

Net 

Ratio of 

Crops 

Average over 

Value 

Realised 

Net 

Ratio of 


the Year 

Added/ 

Front 

Profita- 

Value 


the Year 

Added/ 

Profit 

ProBta- 

VUue 



ha 1 

(Produc- 

bility/ha 

Added 



ha 1 

(Produc- 

bility/)ta 

Added 




tion 


to Total 




tion 


to Ibtal 




Paidout 


Produc- 




Ptidout 


Produc- 




Cost) 


tion 




Cost) 


tkm 

(1) 

(2) « 

(3) 

(4) 

(5) 

(6) 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

Andhra Pradeah 





Maharashtra 






Paddy 

81/82-83/84 

2986.51 

1742.26 

298.08 

89.42 

Jowar 

81/82-83/84 

1277.19 

713.18 

109.41 

159.00 

Jowar 

84/8S and 86/87 

742.85 

299.08 

-134.07 

125.50 


and 86/87 





Sugarcane 

80/81, 86/87 

10330.17 

7946.92 

3466.92 

13.73 

Bajra 

81/82-82/83 

765.16 

188.62 

- 510.57 

158.09 


and 82/83-83/84 





Cotton 

80/81-83/84 

1242.85 

641.93 

31.14 

316.91 

Moong 

81/82-84/85 

940.72 

490.19 

-11.50 

225.36 

Sugarcane 

82/83-83/84 

7769.90 

5328.97 

2042.74 

9.31 

Urad 

81/82-84/85 

1166.84 

780.24 

273.32 

239 09 

Moong 

81/82-82/83 

638.93 

310.07 

-145.39 

322.33 

Groundnut 

81/82-83/84 

1166.84 

784.29 

-77.62 

239.09 

Tur 

81/82-82/83 

866.87 

435.32 

- 219.01 

210.05 

Assam 






Urad 

81/82-82/83 

679.24 

170.40 

- 289.36 

242.61 

Paddy 

81/82-86/87 

1749.39 

1207.98 

324.46 

95.81 







Jute 

81/82-86/87 

1998.45 

1115.16 

-41.18 

154.29 

Orissa 






Mustard 

81/82-86/87 

1335.38 

959.00 

185.10 

256.28 

Paddy 

81/82-84/85 and 

1916.37 

1191.96 

411.04 

105.05 

Bihar: 







86/87 





Paddy 

80/81-83/84 

2256.71 

1578.92 

399.28 

124.93 

Jute 

81/82-83/84 and 

2792.61 

2070.85 

737.05 

157.31 

Wheat 

81/82-83/84 

3429.30 

2868.68 

1330.82 

160 89 


85/86-86/87 





Maize 

81/82-83/84 

2578.59 

2080.90 

539.86 

118.12 

Moong 

81/82-86/87 

892.25 

635.00 

222.27 

277.47 

Sugarcane 

81/82-83/84 

6623.85 

5931.03 

3279.23 

15.47 

Urad 

84/85-85/86 

1134.21 

891.88 

435.60 

240.20 

Jute 

81/82-83-84 

1901.36 

1316.00 

456.58 

175.95 

Groundnut 

84/85-86/87 

2593.30 

2008.63 

891.24 

228.19 


Gujarat 

Jowar 

81/82-83/84 

1613.73 

1039.28 

476.48 

226.05 

Bajra 

81/82-83/84 

2023.81 

1337.60 

327.05 

144.12 

Cotton 

and 86/87 
81/82-83/84 

3013.61 

1873.58 

576.13 

308.69 

Groundnut 

80/81-83/84 

2073.55 

1371.02 

477.99 

274.29 

Haryana 

Paddy 

84/85-86/87 

3547.78 

2403.19 

868.46 

100.92 

"V.eat 

81/82-87/88 

3049.06 

2106.53 

678.09 

110.63 

Bajra 

81/82-86/87 

1196.49 

803.92 

-53.80 

167.58 

Sugarcane 

81/82-86/87 

6121.25 

5319.62 

3010.33 

17.45 

Gram 

81/82-87/88 

1516.83 

1148.27 

272.87 

277.75 

Mustard 

80/81 and 84/85- 

3348.29 

2804.77 

1573.94 

357 48 

Himachal 

Wheat 

87/88 

Pradesh 

81/82-83/84 

1773.50 

1131.36 

246.72 

150.11 

Maize 

81/82-83/84 

1702.16 

1238.64 

249.10 

125.67 


Punjab 

Paddy 

81/82 (83/84- 
86/87) 

4360.80 

2797.87 

783.07 

81.78 

Wheat 

82/83-87/88 

3467.17 

2247.58 

734.67 

108.12 

Cotton 

80/81-86/87 

3299.76 

2263.81 

649.99 

337J8 

Mustard 

87/88 

3067.64 

2419.50 

1082.62 

man 

Rajasthan 

Wheal 

(82/83-87/88) 

3649.31 

2741.68 

1282.08 

158.89 

Maize 

(82/83-83/84) 
and 85/86 

2144.25 

1630.28 

377.43 

216.38 

Bajra 

81/82-83/84 

875.93 

675.91 

270.37 

224.53 

Moong 

81/82-83/84 

754.99 

508.77 

4.73 

391.96 

Gram 

81/82-86/87 

1872.78 

1496.73 

832.12 

302.43 

Mustard 

81/82 (83/84- 
86/87) 

3092.52 

2596.27 

1474.90 

368.25 


Karaalaka 


Paddy 

81/82-86/87 

4448.51 

3508.31 

1880.58 

129.68 

Jowar 

80/81-83/84 

1217.61 

866.26 

351.45 

145.54 

Cotton 

81/82-83/84 
and 85/86 

4056.76 

3097.63 

1672.88 

356.98 

Sugarcane 

81/82-85/86 

13263.24 

11715.29 

7874.22 

15.95 

liir 

81/82-83/84 

1363.46 

1035.12 

528.39 

302.61 

Groundnut 81/82-83/84 

and 83/86-86/87 
Madhya Pradesh 

1990.13 

1469.78 

650.58 

271.82 

Paddy 

81/82-86/87 

1774.73 

1217.36 

411.10 

125.17 

Wheat 

81/82-86/87 

1844.34 

1385.84 

504.65 

147.18 

Jowar 

81/82-86/87 

1038.39 

632.39 

96.11 

132.52 

Maize 

81/82, 83/84 
and 85/86-86/87 

1111.78 

762.81 

107.27 

129.33 

Cotton 

81/82-86/87 

2006.14 

1580.07 

620.77 

347.83 

Moong 

81/82-86/87 

1000.44 

687.60 

151.70 

293.04 

liir 

81/82 and 
84/85-85/86 

1813.29 

1393.41 

460.61 

277.83 

Urad 

81/82-86/87 

1141.97 

781.23 

206.78 

281-45 

Gram 

81/82-86/87 

1405.34 

1024.20 

279.03 

229.91 

Groundnut 

80/81 

2105.16 

1741.34 

703.90 

235.48 


Tamil Nadu 


Paddy 

(80/81-81/82) 

3770.73 

1952.78 

470.23 

103.50 

Sugarcane 

(81/82-83/84) 

11721.89 

8909.10 

5812.76 

12.24 

Urad 

(81/82-82/83) 

1772.01 

1280.11 

354.14 

338.32 

Groundnut 

(81/82-83/84) 

2375.23 

1583.26 

303.56 

212.07 

Uttar Pradesh 





Paddy 

81/82-83/84 

2578.03 

1682.84 

313.75 

119.43 

Wheat 

81/82-83/84 and 

3286.00 

2175.68 

765.67 

130.74 


85/86-86/87 





Bajra 

81/82-86/87 

2017.22 

1265.14 

178.03 

154.77 

Sugarcane 

80/81-82/83 and 

7271.50 

6600.20 

3990.68 

17.99 


84/85-86/87 





TUi 

84/85-86/87 

4583.88 

3888.23 

2217.70 

362.31 

Urad 

84/85-86/87 

1889.58 

1307.54 

265.88 

408.35 

Gram 

81/82-86/87 

2679.42 

1941.90 

690.68 

264.00 

Mustard 

82/83-86/87 

3419.81 

2737.65 

1451.64 

394.54 

West Bengal 





Paddy 

81/82-84/85 

2749.91 

1733.73 

480.90 

121.19 

Jute 

80/81-86/87 

3266.07 

2214J7 

694.03 

204.06 

Urad 

84/85 

1535.89 

1094.83 

367.69 

219.73 
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Table 3: Temtobal Trends in Rates of Return 


Crop 

(1) 

(2) 

1980-81 

(3) 

1981-82 

(4) 

1982-83 

(5) 

1983-84 

(6) 

1984-85 

(7) 

1985-86 

(8) 

1986-87 

(9) 

1987-88 

(10) 

Awam 

Paddy 

Proniability 

— 

1233.78 

1363.44 

1344.92 

1269.13 

1158.88 

877.70 

— 


Area 

— 

2258.60 

2301.80 

2312.40 

2324.80 

2464.10 

2287.00 

— 


Fertiliser (kg) 

_ 

O.ll 

0.02 

0.30 

0.49 

0.97 

1.80 

.... 

Jule 

Prontability 

— 

1205.04 

974.53 

1100.86 

1380.42 

771.05 

1259.10 



Area 


110.30 

116.50 

100.80 

108.50 

129.60 

%.70 

— 


Fertiliser (kg) 

— 

— 

0.46 

— 

1.24 

1.36 

0.96 

— 

Mustard 

Profliability 

— 

1040.94 

1182.94 

928.21 

754.02 

857.91 

990.90 

— 


Area 

— 

224 00 

267.80 

286.10 

319.80 

291.00 

390.60 



Fertiliser (kg) 

— 

0.92 

2.67 

1.97 

6.26 

4.46 

1.85 

— 

Haryana 

Wheat 

Prontability 

— 

2058.26 

1842 42 

1652.21 

2046.36 

2653.74 

2156.18 

2336.55 


Area 

— 

1562.00 

1722.00 

1784.00 

1705.00 

1699.00 

1782.00 

1731.00 


Ferliliser (kg) 

— 

90.06 

99.43 

II8.IS 

126.89 

144.50 

148.64 

139.64 

Briir 

Prontability 


934.27 

921.08 

5 57..34 

557 46 

1068.29 

785.05 

— 

Area 

— 

852.00 

781.00 

841.00 

750.00 

650.00 

‘ 774.00 

— 


Fertiliser (kg) 

— 

3.30 

9.62 

6.71 

6.38 

7.42 

5.23 

— 

Sugarcane 

Prontability 

— 

5796.24 

5534.58 

3690.45 

4350.09 

6352.26 

6194.07 

— 


Area 


147.00 

147.00 

134.00 

124.00 

106 00 

124.00 

— 


Fertiliser (kg) 

— 

88.70 

124.45 

121.24 

115.95 

111.64 

99.41 

— 

Cram 

Prontability 

— 

635.89 

747.47 

826.94 

1277.15 

1972.85 

1445.35 

1132.26 


Area 

— 

1044.00 

508.00 

647.00 

622.00 

758.00 

610.00 

200.00 

Karnataka 

Fertiliser (kg) 

— 

0.26 

0.14 

0.10 

2.34 

0.84 

1.84 

0.52 

Paddy 

Prontability 

— 

3093.95 

3181.81 

3275.74 

3353.15 

4210 82 

3934.36 

— 


Area 

— 

1167.50 

1111.20 

1193 90 

1183.10 

1040.70 

1166.00 

— 


Fertiliser (kg) 

— 

72.99 

83.38 

89.34 

97.40 

63.24 

%7J 


Sugarcane 

Prontability 

— 

8797.68 

1303.24 

12022.55 

11918.00 

14534.99 

— 

— 


Area 

— 

175.30 

187.10 

172.7 

172.00 

160.40 

— 

— 

Fertiliser (kg) 
Madhya I'radrah 

— 

487.70 

90.30 

181 42 

365.19 

325.70 

* - 


Paddy 

Prontability 

- 

1352.79 

869.81 

1376.27 

.881.08 

1674.56 

1149.65 



Area 

— 

4849.60 

4862.90 

4946.50 

4957.30 

4960.80 

5040.90 

— 


Fertiliser (kg) 


21.72 

20.13 

15.95 

16.27 

31.72 

30.81 

— 

Wheal 

Prontability 


1524.74 

1626.31 

1435.24 

1420.04 

1281.83 

1026.88 

— 


Area 

— 

3305.80 

3593.40 

3779.80 

3597.60 

3602.30 

3502.20 



Fertiliser (kg) 

— 

28.21 

28.39 

28.84 

33.12 

31.68 

35.37 

— 

Jowar 

Profitability 


632.99 

542.05 

659.26 

598.06 

724.55 

637.46 

— 


Area 

— 

2252.00 

2034.00 

2127.70 

1909.20 

1968.00 

1912.10 

— 


Fertiliser (kg) 

— 

5.80 

5.79 

8.60 

7.85 

8.18 

9.22 

— 

Cotton 

Prontability 

— 

1186.81 

1165.36 

664.49 

30I6..05 

200.17 

1446.55 

— 


Area 

— 

613.60 

579.90 

544.40 

525.40 

524.20 

522.70 

— 


Feniliser (kg) 

— 

27.38 

21.57 

18.64 

38.94 

31.69 

44.79 

— 

Moong 

Prontability 

— 

816.88 

711.89 

515.04 

793.00 

580.02 

708.05 



Aiea 

— 

231.40 

224.60 

231.90 

215.30 

213.50 

l%.20 



Fertiliser (kg) 

— 

39.74 

2.62 

2.82 

2.10 

13.17 

2.69 

— 

Urad 

Prontability 

— 

841.65 

567.46 

824.02 

1000.97 

707.98 

805.75 

— 


Area 


754.70 

749.10 

789.00 

770.70 

766.00 

757.80 

— 


Fertiliser (kg) 


9.11 

9.21 

12.81 

5.09 

15.15 

15.69 

— 

Gram 

Prontability 

Area 

I 

517.70 

2028.90 

524.90 

2387.40 

1139.66 

2)06.40 

1598.23 

2075.40 

1433.40 

2150.20 

931.32 

2217.70 

— 


Fertiliser (kg) 

— 

6.44 

1.65 

0.70 

9.55 

8.51 

9.67 

_ 

Oritaa 

Moong 

Profitability 

— 

630.64 

383.63 

667.28 

820.93 

736.33 

571.18 

— 


Area 

— 

703.50 

561.30 

595.60 

484.30 

484.30 

692.40 



Fertiliser (kg) 

— 

0.03 

0.28 

1.20 

0.51 

1.83 

2.39 


Punjab 

Wheat 

Prontability 

— 

— 

2304.65 

1862.55 

2418.29 

2648.08 

1834.40 

2417.53 


Area 

— 

— 

3047.00 

3125.00 

3094.50 

3113.00 

3189.00 

3126.00 


Fertiliser (kg) 

— 

_ 

144.80 

161.24 

162.36 

167.82 

179.35 

183.20 

Colton 

Profitability 

1836.80 

1719.12 

1729.91 

884 38 

3672.31 

3152.88 

3853.05 

— 


Area 

648.00 

683.00 

724.00 

650.00 

472.40 

558.00 

567.00 

_ 


Fertiliser (kg) 

43.91 

47.58 

45.27 

54.89 

51.89 

62.73 

57.67 


Rajasthan 

Wheat 

Prontability 

— 

— 

2177.03 

1969.40 

2539.29 

3635.76 

3386.94 

— 


Area 

— 

— 

2069.80 

2158.80 

1718.00 

1773.50 

1843.40 

— 


Fertiliser (kg) 

— 

— 

52.60 

58.52 

34.76 

46.05 

50.39 

— 

Gram 

Proniabibty 

— 

1138.06 

1653.14 

1067.57 

1393.08 

2153.60 

1574.93 



Area 

— 

1935.20 

1756.20 

1796.30 

1532.60 

1940.70 

1411.70 

_ 


Fertiliser (kg) 

— 

1.56 

0.95 

1.52 

3.45 

2.97 

2.02 


Uttar Pradesh 

Bajia 

Prontability 

— 

1423.47 

1426.51 

1344.03 

864.73 

1106.49 

1425.62 



Area 

— 

974.60 

954.20 

1039.90 

946.40 

864.20 

856.40 

— 


Fertiliser (kg) 

— 

10.59 

14.42 

I9 60 

19.36 

20.65 

20.67 

_ 

Gram 

Prontability 

_ 

1516.27 

1822.01 

2109.09 

2390.01 

2276.34 

1537.69 

— 


Area 

— 

1571.40 

1505.80 

1358.30 

1373.90 

1534.70 

1492.20 



Fertiliser (kg) 


3.88 

1.58 

3.84 

1.69 

2.22 

3.06 


Mustard 

Prontability 

— 


2278.56 

2898.35 

2759.80 

2444.77 

3306.55 


41 

Area 



1776.00 

1519.10 

1027.50 

1098.40 

973.50 

_ 


Fertiliser (kg) 


— 

20.47 

22.72 

24.89 

19.10 

20.47 


Rest Brniiai 

Jule 

Profitability 

1597.32 

1791.96 

1533.83 

2767.36 

4737.17 

1485.74 

1592.54 



Area 

610.40 

505.90 

438.80 

463.50 

534.90 

730.70 

517.50 

_ 


Feniliser (kg) 

21.00 

25.88 

14.85 

27 69 

25.03 

30.86 

37.43 

— 
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avalSic are given in Ibble 3^. The ioi^ of 
this presentation is the following: fertiliser 
use and fiealised profit have a symbiotic rela¬ 
tionship with each other and as their values 
rise/fall, the area under that crop would in¬ 
crease/decrease, under the assumption that 
high/low profit would induce farmers to 
raise/reduce the area under that crop. The 
statistical shortcomings are the non¬ 
availability of equivalent data on competing 


crops over the same period and the very 
short time span of analysis. 

Data on raised {nofit, as seen from 1U>le 
3, do not suggest any ctear discernible trend. 
Some weak upward shifts are observed in 
Haryana (wheat, sugarcane and gram), Kar¬ 
nataka (paddy and sugarcane), Madhya 
Pradesh (paddy, cotton and gram), Punjab 
(cotton and gram), Rajasthan (wheat and 
gram) and Uttar Pradesh (mustanl). Five out 


of these six states (other than Madhya 
Prddesh), have controlled irrigation 
facilities.’ Other than gram all crops are the 
so-called high value ones. It follows from 
these data that even in the limited sample 
of 25 crop-state combinations, the pronta- 
bility has mainly risen in irrigated areas 
growing high value crops. 

Figures in Table 3 show no clear trend in 
the prontability-acieage relationship in most 


Table 4: Input-Output Ratios of DiFFEXEKLCgops in Different States Avekaueo over Different States 


Crops 

(I) 

Averaged over 
the Mbars 

(2) 

Fertiliser Irrigation 
(Kg/ha) (Cost 
Rs/ha) 
(At 

1980-81 
Prices) 
(3) (4) 

Produc- 

(Quintals 

Per 

Hectare 

(5) 

Andhra Pradesh 

Paddy 81/82-83/84 

126.84 

142.62 

33.40 

Jowar 

84/85 and 86/87 

13.02 

10.88 

5.94 

Sugarcane 

80/81; 86/87 and 
82/83-83/84 

257.00 

620.81 

738.55 

Moong 

81/82-84/85 

7.69 

0.03 

4.17 

Urad 

81/82-84/85 

3.09 

2.87 

4.81 

Groundnut 

81/82-83/84 

26.09 

36.37 

6.75 

Assam 

Paddy 

81/82-86/87 

0.62 

0.28 

18.25 

Jute 

81/82-86/87 

1.00 

— 

13.00 

Mustard 

81/82-86/87 

3.02 

— 

3.27 

Bihar 

Phddy 

80/81-83/84 

24.03 

28.85 

18.21 

Wheat 

81/82-83/84 

46.85 

124.55 

21.14 

Maize 

81/82-83/84 

33.09 

109.92 

22.25 

Sugarcane 

81/82-83/84 

24.06 

114.04 

417.42 

J>ite 

81/82-83-84 

6.59 

21.98 

11.13 

Gujarat 

Jowar 

81/82-83/84 

18.99 

67.29 

7.23 

Bajra 

81/82-83/84 and 86/87 

39.38 

168.44 

14.11 

Cotton 

81/82-83/84 

113.41 

290.34 

10.08 

Groundnut 

80/81-83/84 

34.58 

104.63 

7.53 

Haryana 

Paddy 

84/85-86/87 

123.43 

346.49 

35.23 

Wheal 

81/82-87/88 

123.90 

237.08 

27.52 

Bajra 

81/82-86/87 

6A4 

38.04 

7.12 

Sugarcane 

81/82-86/87 

1I0J13 

273.72 

353.83 

Gram 

81/82-87/88 

0J6 

38.24 

5.43 

Mustard 

80/81 and 84/85-87/88 

41.75 

119.43 

9 53 

Himachal Pradesh 

Wheat 81/82-83/84 

27.49 

1.60 

11.80 

Maize 

81/82-83/84 

29.66 

0.95 

13.55 

Karnataka 

Paddy 

81/82-86/87 

83.83 

58.73 

34.50 

Jowar 

80/81-83/84 

14.67 

9.28 

8.46 

Cotton 

81/82-83/84 and 85/86 

105.38 

23.76 

10.99 

Sugarcane 

81/82-85/86 

290.60 

316.27 

830.47 

Tur 

81/82-83/84 

8.53 

0.67 

4.55 

Groundnut 

81/82-83/84 and 
85/86-86/87 

23.41 

12.03 

7.33 

Madhya Pradesh 

Paddy 81/82-86/87 

22.77 

8.51 

13.83 

Wheat 

81/82-86/87 

30.94 

125.25 

12.51 

Jowar 

81/82-86/87 

7.57 

1.0C> 

7.84 

Maize 

81/82, 83/84 and 
85/86-86/87 

23.35 

6.49 

8.54 

Cotton 

81/82-86/87 

30.50 

63.51 

5.64 

Moong 

81/82-86/87 

10.51 

27.29 

3.45 

Tbr 

81/82 and 84/85-85/86 

14.25 

4.85 

6.48 

Urad 

81/82-86/87 

11.59 

1.68 

3.98 

Cram 

81/82-86/87 

6.09 

25.55 

6.04 

Groundnut 

80/81 

19.06 

0.38 

8.94 


f 


Crops Averaged oyer 

the ybars 


(I) (2) 


Maharashtra 

Jowar 

81/82-83/84 and 86/87 

Bajra 

81/82-82/83 

Cotton 

80/81-83/84 

Sugarcane 

82/83-83/84 

Moong 

81/82-82/83 

tUr 

81/82-82/83 

Urad 

81/82-82/83 

Orissa 

Paddy 

81/82-84/85 and 86/87 

Jute 

81/82-83/84 and 

Moong 

85/86-86/87 

81/82-86/87 

Urad 

84/85-85/86 

Groundnut 

84/85-86/87 

Punjab 

Paddy 

81/82 (83/84-86/87) 

Wheat 

82/83-87/88) 

Cotton 

(80/81-86/87) 

Rapeseed and 
Mustard 

(87/88) 

Rajasthan 

Wheat 

(82/83-87/88) 

Maize 

(82/83-83/84) and 

Bajra 

85/86 

81/82-83/84 

' Moong 

81/82-83/84 

Gram 

81/82-86/87 

Mustard 

81/82; (83/84-86/87) 

Tamil !Nadu 

Paddy 

(80/81-81/82) 

Sugarcane 

(81/82-83/84) 

Urad 

(81/82-82/83) 

Groundnut 

(81/82-83/84) 

Uttar Pradesh 

Paddy 

81/82-83/84 

Wheal 

81/82-83/84 and 

Bajra 

85/86-86/87 

81/82-86/87 

Sugarcane 

80/81-82/83 and 

TUr 

84/85-86/87 

84/85-86/87 

Urad 

84/85-86/87 

Gram 

81/82-86/87 

Mustard 

82/83-86/87 

West Bengal; 
Paddy 

81/82-84/85 

Jute 

80/81-86/87 

Urad 

84/85 


Fertiliser Irrigation Produc- 


(Kg/ha) 

(Cost 

((Quintals 


Rt/ha) 

Per 


(At 

Hectare 


1980-81 



Prices) 


(3) 

(4) 

(3) 


20.83 

19.96 

8.04 

12.18 

9.41 

4.84 

43.85 

19.79 

3.89 

457.02 

824.99 

845.88 

7.12 

0.^ 

1.98 

23.56 

16.7 

4.14 

8.02 

— 

2.82 

21.47 

9.8 

18.47 

28.02 

10.23 

17.66 

1.04 

2.35 

3.24 

.99 

.61 

4.75 

23.02 

.53 

11.27 


177.69 

592.43 

53.26 

166.46 

136.12 

32.04 

51.99 

107.84 

9.81 

55.48 

82.81 

8.38 


48.46 

304.38 

23.53 

21.91 

37.96 

10.11 

.75 

9.72 

3.91 

.47 

1.76 

1.93 

2.08 

34.75 

6.23 

8.04 

150.08 

8.31 


136.65 

217.46 

36.59 

280.36 

916.66 

960.«0 

6.00 

24.45 

S.ll 

20.03 

221.8 

11.38 


45.07 

108.19 

21.53 

96.92 

234.53 

25.13 

17.55 

19.71 

13.06 

81.79 

353.57 

403.15 

5.10 

20.67 

12.64 

9.90 

27.05 

4.63 

2.71 

39.80 

10.13 

21.53 

95.21 

8.73 

31.01 

35.66 

22.94 

26.11 

15.69 

17.21 

— 

— 

6.99 
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ones. There i$, at best, a weak and non- 
discernible trend, if at ail, in a few places, 
intuition Suggests that there is too much 
‘noise’ in this short ‘time series’. The only 
observable feature is the rise in fertiliser use 
per hectare in most cases, both in irrigated 
and tainfed crops. This probably helps 
‘subilise’ the rate of return if not raise it. 
In some observations the trend is towards 
reduction in acreage in spite of no fall in pro¬ 
fitability. It is difficult to explain this in the 
absence of data on trends in the rates of 
return of the competing crops. 

On the whole the illustrative series of 
Ihble 3 strengthem the arguments developed 
earlier, though part of the exercise remains 
inconclusive. 


IV 

Varianta to Rates of Return 

Analysis so far suggests that there is con¬ 
siderable variation in the rates of return 
across crops and sutes. The main sources 
of variation, found to far, are the produc¬ 
tivity, input intensity and the crop price. 
During the 80s there hat been a coruiderablc 
debate on the nature and extent of subsidies 
offered to agriculture through concessions 
on fertiliser, irrigatiem. etc This’could also 
be an important variant, affecting as it does 
the prices of inputs. The latter is discussed 
first and a multivariate aiudysis is then con¬ 
ducted to test the strength of the said 
relationships. 


Subsidies 

Subsidising agriculture is widespread 
across the wprid and India is no exception. 
Concessions are offered on inputs—mainly 
fertilisers, irrigation, electricity and credit 
through price concessions. Oulati (IM9] has 
calculate the extent of subsidy offered on 
each of these four inputs frnr IS major states 
in the country through the 80s. Gulati’s 
estimates are used in this paper. 

The subsidies data are available in millions 
of rupees for each state for the period 
l9W)-87. These ate converted to per hecute 
figures so that they can be used along with 
the Cost of Cultivation dau. There are two 
approaches to calculate the impact of sub¬ 
sidies. The first is to calculate the price of 
different inputs if subsidies ate withdrawn 
and recount alt the inputs to form the total 
cost. Thereafter the pronts can be calculated 
by deducting the recomputed inputs from 
the total revenues. The second approach m- 
uils obtaining a figure of ‘weightra’ 
profit—the weights being the areas under 
different crops—per unit of land and deduct 
the subsidies to obtain a new figure of pro¬ 
fit. In these data, the first approach would 
permit to calculate the impacts of fertiliser 
and irrigation subsidies only since the Cost 
of Cultivation data do not give details on 
the''‘use of electricity and credit. Such a 
calculation would also impose a restriction 
that subsidies are uniformly used for all the 
crops. The second approach does not per¬ 


mit to disaggregate the differentia impact 
of subsidies on each crop. Both the ap¬ 
proaches assume that the Cost of Cultivation 
data on inputs and outputs closely resem¬ 
ble the all-sute averages, in this paper the 
second approach is adopted since it is more 
inclusive and (maybe) more objective; though 
both the approaches have shortcomings. 

A composite figure of the realised profit 
per hectare—a measure which represents 
farmers’ incomes—across differrat crops in 
each sute is calculated using the formula, 
(I) RP = (SUM)AiRPi/(SUM)Ai. 

Where RPi is the realised proftt per hectare 
for the ith crop as obtaiiied from the cost 
of cuitivatioii and Ai is the area under 
the ith crop as obtained from the ‘area and 
production' rigures published by the ministry 
of agriculture* Since data on all crops are 
not published by the cost of cultivation 
source, the aggregate RP Tigures have a bias 
which cannot be corrected. 

The calculation has been made on dau 
averaged over different years for both, the 
profit and the subsidies. The sute-level 
deflators for agriculture have been used for 
obtaining figures at 1980-81 constant prices 
for subsidies a Isa 

Ikble 5 shows the per cent fall in the realis¬ 
ed profit per hecUte in each MatCr if the 
fertiliser, electricity, credit or irrigation 
subsidies are individually and collectively 
withdrawn. The table shows that the realised 
proflt reduces by less than 10 per cent if sub¬ 
sidies other than on irrigation ate individually 
withdrawn. Only in the case of irrigation 
subsidy withdravral, the rates fall considera¬ 
bly, in the range 20-33 per cent, intersute 
variations show that relatively developed 
sutes tend to lose more in the event of 
withdrawal; understandably so because they 
use modem and marketed inputs more. The 
biggest losers would be Haryana and Punjab 
and the least affected would he Assam and 
Himachal Pradesh. Only irrigation in Orissa 


shows a deviation, but then, errors artsing 
oia of mis-matched sampling cannol be ruled 
out in one case 

The figures on irrigation subsidy need to 
be interpreted with caution. This is because 
the irrigation subsidy has been arrived at (by 
Oulati) from a notion of the rate of return 
on the capital cost of major and medium ir¬ 
rigation projects. The Indian public sector 
programmes, particularly in the civil engi¬ 
neering sector, are notorious in their ineffi¬ 
ciency and delays in project completion. One 
is therefore inclined to believe that the irriga¬ 
tion authorities are unable to effectively cut 
down on their own costs, rather than say that 
the irrigation charges are subsidised. 

A broad sum-up suggests that there is a 
large subsidy extended to agriculture—13 to 
17 per cent of the GDP (agriculture) as per 
the calculations made by Gulati—of which 
highest component is found to be in irriga¬ 
tion. Since these (latter) figures are not free 
from controversy, it would not be too hazar¬ 
dous to say thaf incentives could still be 
extended, though more rationally, to certain 
crops and regions to boost production. 

Multivariate Analysis 

In this section attempt is made to explain 
the variation in the rates of return origi¬ 
nating from modernisation, varying crop 
prices and differential subsidies. Multiple 
regression equations are fitted for this 
purpose. 

Among the different measures of the rates 
of return, the two most appropriate ones to' 
judge the said variation are, the value added 
and realised profit per hectare, since these 
variables reflect the efficiency of production 
and farmers' incomes and thereby their deci¬ 
sions to allocate land and resource to dif¬ 
ferent crops. 

Rates of return should be closely related 
to the productivity if input use is efficient. 


Table 3: Percentaue Fall in Returns Per Hectare by Withdrawing Subsidies 







(Per cent) 

States 

FaH in 

Fall in 

Fall in 

Fall in 

Fall in 


Returns 

Returns 

Returns 

Returns 

Returns 


Per ha by 

Per ha by 

Per ha by 

Per ha by 

Per ha by 


Withdrawing Withdrawing Withdrawing Withdrawing Withdrawing 


Fertiliser 

Irrigation 

Electricity 

Credit 

Toul 


Subsidy 

Subsidy 

Subsidy 

Subsidy 

Subsidy 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 


Andhra Pradesh 

4.33 

36.67 

2.71 

5.32 

49.10 

Assam 

0.35 

5.69 

0.35 

3.39 

9.84 

Bihar 

1.60 

23.87 

2.30 

1.99 

29.76 

Gujarat 

2.77 

17.18 

2.10 

4.33 

26.22 

Haryana 

4.20 

44.21 

7.39 

4.82 

59.86 

Himachal Pradesh 

2.61 

0.64 

— 

2.98 

8.84 

Karnataka 

1.54 

9.81 

0.67 

3.28 

13.29 

Mt^dhya Pradesh 

1.08 

16.73 

0.79 

3.66 

22.27 

Malumshtra 

3,03 

14.91 

5.97 

9.03 

32.97 

Orissa 

1.05 

40.62 

0.20 

2.56 

44.80 

Punjab 

7.33 

38.90 

7.84 

4.46 

38.69 

Rajasthan 

0.82 

21.82 

2.45 

2.29 

27.38 

Ihmil Nadu 

3.83 

19.60 

8.73 

4.61 

36.78 

Uttar Pradesh 

3.60 

2.32 

3.64 

.2d4 

33.19 

t^si Bengal 

2.04 

24.02 

0.28 

3.02 

29.38 


ltd 
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A hi^ productivity^aeasuTed in pl^ical 
or financial units—should also reflect a high 
rate of return. Hence, crop yield is an im¬ 
portant variant. 

Fbtlowing the same line of argument, it 
could he stated that under conditions of 
positive returns to tndividusJ inputs, if there 
is high material input api^ication—ferti¬ 
lisers, irrigation, pesticide, seed, etc—the 
rates of return would be high. This would 
be particularly so in Indian agriculture since 
much of the land is rain-fed on the one 
hand, and the nutrienu application is quite 
low compared to many advanced agricultural 
countries, on the other. A high nutrients ap¬ 
plication should positively contribute to 
returns. 

The logic of incentives suggests that both, 
tlie input subsidies and the price support, 
enhance the rate of return. The higher the 
price received, the higher would be the rate 
of return, and vice versa, in the same line 
of thought, it is possible to argue that the 
higher the input subsidies, the more they 
would contribute to the returns. 

in addition to the above four broad 
variants, it is evident that crop specificities 
and agroclimatic differences across regions 
would explain the variation in rates of return 
across crops and regions. 

There are two equations estimated in 
which the dependent variables are the value 
added and realised profit per hectare respec¬ 
tively, at current prices for each crop, state 
and year, /yhong the independent variables, 
productivity is measured in quintals of in¬ 
dividual crop per hectare. The material in¬ 
puts variable is proxied by the cost of ferti¬ 
lisers and farm yard manures applied per 
hectare. Fertiliser is chosen instead of irriga¬ 
tion since the modes of water supply are 
varied and irrigation costs poorly n^ect the 
application of water. The output price is the 
farm gate price obtained by the farmers for 
their crops (as calculated by the value of the 
main product divided by the yirid). Subsidies 
per hectare are calculated for each state and 
year from Gulati’s data.^ For each crop and 
state there is an intercept dummy specified 
to capture the crop and region specificity. 
There are thus 13 dummies for 14 crops and 
14 dummies for IS states. The pooled sample 
consists of 327 observations. 

The estimated equations show production 
per hectare to be a ‘dominant’ variable (see 
Rao and Miller [1973] for details on domi¬ 
nant variables). In its presence most other 
variables become insignificant. The tnoduc- 
tivity variable was separately regressed on 
the dependent variables and the association 
was seen to be unusually high. This variable 
was dropped and the equations were re-esti- 
mated. 

The results are given in Thblc 6. This table 
shows that all the (three) explanatory varia¬ 
bles. namely, fertiliser use, output price and 
input subsidies, are statistically significant 
at^ show correct signs in both the equations. 
The intercept dummies too are significant 
and have the right signs for most crops in 


Economic and Mitical tMeekly January 


Table 6: Rkulis of REoaEssKw Equation Explaining Vabiations iN Rates of Retuens 


Variants 

Equation 1: 


Equation 2: 



Dependent >Airlable 

=Wlue 

Dependent Vbriabie> 

Realised 


Added Per Hectare 

Profit Per Hectare 


Coefficient T-Value 

Coefficient T-Value 

(!) 

(2) 

(3) 

(4) 

(5) 

Consum 

-58.62 

0.78 

-454.12 

0.65 

Fertiliser use/ha 

2.00 

7.16* 

1.15 

4.39* 

Crop price 

5.29 

4.52* 

5.07 

4.59* 

Subsidy/ha 

Crt^ Dummies; 

1.94 

4.53* 

1.52 

3.75* 

Paddy 

864.83 

1.79* 

572.22 

1.26 

Wheat 

987.01 

2.06* 

754.58 

1.69* 

Jowar 

-462.02 

0.87 

-549.84 

1.09 

Maize 

330.10 

0.58 

303.70 

0.57 

Bajra 

83.76 

0.17 

-51.47 

0.11 

Cotton 

-955.84 

2.20* 

-1063.17 

2.60* 

Sugarcane 

7296.16 

11.08* 

6952.90 

11.21* 

Jute 

918.79 

1.90* 

471.69 

1.03 

Moong 

-1690.83 

3.93* 

-1569.07 

3.87* 

TUr 

-324.25 

0.64 

-394.27 

0.83 

Urad 

-1321.68 

3.04* 

-1212.93 

2.96* 

Gram 

-220.76 

0.55 

343.76 

0.91 

Groundnut 

-1281.23 

2.84* 

-1279.19 

3.01* 

Slate Dummies; 
Andhra Pradesh 

-454.76 

0.88 

-399.44 

0.82 

Assam 

-39.28 

0.08 

-38.35 

0.08 

Bihar 

-626.12 

1.26 

-MI.76 

0.43 

Gujarat 

-379.87 

0.65 

-216.64 

0.40 

Haryana 

-2697.67 

4.55* 

-1952.26 

3.49* 

Himachal Pradesh 

-222.92 

0.30 

062.43 

0.10 

Karnataka 

MSI.80 

2.23* 

1510.92 

3.11* 

Madhya Pradesh 

-360.96 

0.75 

-62.68 

0.14 

Maharashtra 

-1150.21 

2.02* 

-962.07 

1.74 

Orissa 

-431.19 

0.92 

-146.03 

0.33 

Punjab 

-2143.12 

2.84* 

-1664.19 

2.34* 

Rajasthan 

-267.03 

0.52 

10.28 

0.02 

Tkmil Nadu 

129.65 

0.22 

- 39.57 

0.07 

Uttar Pradesh 

-895.64 

1.84* 

-546.77 

1.19 

R-Square 

0.83 


0.80 


F 

48.99 


40.28 


n 

327 


327 



Note. * refers to statistical significance at S per cent confidence in a one tail t-test. 


Table 7: Joint Estimation ot Variable Profit Function and Factor Demand Functions 
Using Zellner’s Iterative Estimation Method 


Crops 

(1) 

Constant 

(2) 

Ln(w/P) 

(3) 

Ln (b/p) 
(4) 

Ln (f/p) 
(5) 

Ln (m/p) 
(6) 

Ln (s/p) 
(7) 

Paddy 

-0.12 

-0.31 

-0.05 

-0.13 

-0.14 

-0.07 



(12.42) 

(-1.84) 

(9.26) 

(5.89) 

(10.62) 

Wheat 

0.84 

-0.16 

-0.04 

-0.15 

-0.05 

-0.09 



(10.47) 

(1.98) 

(13.18) 

(3.48) 

(16.67) 

Sugarcane 

5,07 

-0.21 

-0.05 

-0.11 

-0.005 

-0.07 



(8.96) 

(3.96) 

(5.88) 

(0.28) 

(9.31) 

Groundnut 

3.95 

-0.39 

-0.17 

-0.09 

-0.06 

-0.37 



(9.55) 

(7.51) 

(5.39) 

(4.64) 

(11.63) 

Cotton 

-I.7I 

-0.24 

-0.03 

-0.15 

-0.18 

0.04 



(4.79) 

(0.83) 

(6.19) 

(4.37) 

(1.50) 

Jowar 

-3.29 

-0.47 

-0.34 

-0,09 

-0.07 

-0.17 



(7.13) 

(8.32) 

(5.44) 

(4.10) 

(2.29) 

Bajra 

-2.34 

-0.54 

-0.32 

-0.08 

— 

-0.03 



(1.95) 

(2.16) 

(2.26) 


(0.55) 

Moong 

-4.53 

-0.46 

-0.28 

-0.04 

— 

-0.13 



(7.67) 

(6.73) 

(2.61) 


(8.38) 

Gram 

-1.28 

-0.22 

-0.17 

-0.01 

— 

-0.17 



(10.91) 

(6.39) 

(2.67) 


(7.89) 

Mustard and 







rapcseed 

0.37 

-0.18 

-0.04 

-0.04 

— 

-0.008 



(3.17) 

(1.02) 

(6.54) 


tu.82) 
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both the equations. Stale dummies, though, 
ate not very significant and do not necessari¬ 
ly show the right signs. It is suggested that 
intra-crop homogenrity in the rates of return 
across sutes is higher compared to the inter¬ 
state disparities. Both the equations show a 
high degree of similarity, which points 
towards the robustness of the Ht. The 
hypotheses originated from tabular data 
analysis are indicated here. 

V 

Tile Profit Function 

The resulu so far suggest that rates of 
returns are raqronsive to prices of inpuu and 
outputs. A direct question that arises is, to 
what extent arc the rotes of return affected 
by input prices, and in turn, how do farmers 
rt^rv'- • ' these price changes? The equa¬ 
tions estimated in the last section do not, 
however, yield efficient dasticities to ruiswer 
these questions since the specification is 
heuristic and meant only to test specific 
hypotheses. For obtaining efficient elasti¬ 
cities, it is necessary to estimate a profit 
function. This is attempted here. 

For a given technological configuration 
and factor endowment, a profit function ex¬ 
presses the profit as a function of prices of 
the output and variable inputs and quantities 
of fixed factors of production, under profit 
maximising conditions. It is possible to 
jointly determine input price and output 
supply (i e, the farmers’ response) drutidties 
with the help of a profit function. A profit 
function is lui exact dual of the production 
function and its funaional form therefore 
emerges from the underlying production 
function (Lau and Yotopoulous, 1972]. 

Profit functions have been fitted in the 
Indian contact for a variety of purposes such 
as testing allocative efficiency, determining 
factor demands, measuring impacts of price 
changes on market surpluses, etc (Lau and 
Wrtopoulos 1971; Evenson and Binswanger, 
1979; Siddhu, 1974; Bisahiah, 1978; Kumar, 
Mathur and Sngh, 1981; Janvry and Kumar. 
1981; Bapna, Binswanger and Quizon, 
1984].* Most authors have, however, con¬ 
centrated on a crop, a small area or a small 
sample of farms. A serious attempt to jointly 
estimate the input price and output supply 


TABia 8; Own Price Suivlv Elasticities 
OF 10 Crops as Calculated 


Crop 

(I) 

Own Price 
Supply 
Elasticity 
(2) 

Paddy 

0.70 

Wheat 

0.49 

Sugarcane 

0.45 

Groundnut 

1.08 

Conon 

0.64 

Jowar 

1.14 

Bajra 

0.97 

Moong 

0.91 

Oram 

0.56 

Mustard and rapeseed 

0.27 


elasticities using this approach on an all- 
India level has been made by Kumar and 
Mruthyunjaya (1987). Their data, however, 
mainly pertain to the 70s. a period for which 
the cost of cultivation surveys were not con¬ 
ducted on the full sample in all its rounds. 
The sample of farms included in some crop- 
state-year combinations was far too small to 
represent reality. Here, the exercise is carried 
out for the 80s. a period for which there are 
no such data shortcomings. 

The cost of cultivation data in their pre¬ 
sent form do not permit estimation of a pro¬ 
duction function to test its functional form, 
since all entries are available in ‘per hectare* 
form only. The studies quoted above, how¬ 
ever, amply suggest that the Cobb Douglas 
type prc^uction function would not be a 
wrong choice. Accordingly, a variable pro¬ 
fit function and the factor demand functions 
with five variable inputs—human labour, 
bullock labour, fertiliser, farm yard manure 
and seed—yield the following system of six 
equations.* 

(2) (P1)/P = A+ al(ln(w/P)) 

4 a2(ln(b/P)) + a3(ln(f/P)) 

-t- a4(ln(m/P)) 4- aS(in(s/P)) 

+ a6(EFF) 

(3) - w.L/(PI) = al 

(4) - b.B/(PI) = a2 

(5) - LF/fPI) = a3 

(6) - m.M/{Pl) = a4 

(7) - s.S/(PI) = a5 

where PI is the variable profit defined as 
production minus the five variable inputs; 
P is the output price; w, b. f, m and s are 
the prices of the said variable inputs; L, B, 
F, M, and S are the quantities of these in¬ 
puts used (in physical units); EFF are exter¬ 
nal fixed factors, typically land and labour; 
and ai are the coefficients. 

It is not possible to obtain figures of land 
or labour from the cost of cultivation data. 
Juxtaposing land dau from the 'area and 
production’ is not advisable (according to 
the directorate of economics and statistics 
officials) since the two data sets are incom¬ 
patible and estimation of non-linear forms 
using incompatible data can lead to serious 
distortions, lb avoid this, the EFF variables 
have been dropped. 

Equations (2) to (7) are a system of six 
equations which would require joint estima¬ 
tion for obtaining efficient estimates. The 
most accepted method for this purpose is the 
ZIellner’s.SURE iterative estimation method. 
This method estimates parameters by 
Generalised Least Squares taking account of 
error interdependence [see Zellner, 1962]. 
RestricUons on coefficients are imposed so 
as to com(dy with the theory. 

Estimations have been made for 10 out of 
the 14 crops studied here. The reasons for 
this are the non-availability of sufficient 
number of observations or dau entries for 
the rest of the crops. The 10 crops are, wheat 
and paddy (major cereals), jowar and b^jra 
(major coarse grains), groundnut and 
mustard (major oil seeds), gram and moong 
(major pulses) and sugarcane and cotton 


(majbr cash aops). The crops left out are, 
maize, ‘urad’, ‘tur’ and jute; 

The estimates of the system are given in 
Ihble 7.'® It is seen that the own price 
elasticities of all the inputs with respect to 
profits from the crops possess the right sign 
except in cotton seeds. But then it is statis¬ 
tically not significant. There are some other 
statistically insignificant coefficients too, 
those of mamure (sugarcane), bullock 
labour (mustard) and seed (musurd). These 
are, however, small in number in comparison 
to the 46 elasticity coefficients which are 
significant and show right signs. Some 
reasons for the insignificance of some 
variables are immediately traceable Sugar¬ 
cane does not use much farm yard manure 
and musurd in many areas is intercropped 
with other crops and does not require much 
of independent bullock power. The other 
two-three cases may have faced problems of 
small sample estimation by a method which, 
by and large, possesses large sample 
properties. 

The human and animal labour price 
elasticities with respect to the variable pro¬ 
fit are generally high for rain-fed crops— 
groundnut, ‘bajra’, moong and gram- 
compared to others, which is plausible since 
these are low value/productivity crops which 
arc almost entirely dependent on humari and 
animal Idwur input, increases in labour cost 
would cut the profits down significantly. 
Paddy is not necessarily a rain-fed crop and 
yet has a large elasticity value of human 
labour price since it is a labour-intensive 
crop. Fertiliser prices affect the profit more 
in crops which use fertilisers—paddy, wheat, 
sugarcane and cotton—compared to others. 
This is an expected result. The elasticity of 
seed is extraordinarily high in the case of 
groundnut, which is inexplicable a priori. In 
sum, the matrix of input price elasticities 
suggests that labour cost is the ihost impor¬ 
tant component in the cost structure; and the 
importance of each input in affecting the 
profit is proportional to its. application. 

The implied own price supply elasticities 
of outputs, calculated as the sum of the in¬ 
put price elasticities with the signs reversed, 
show that the highest numbers are for jowar 
and groudnut; both numbers exceed unity 
(Dible 8). All other numbers are less than 
one. The lowest figures are found in mustard 
and sugarcane. Outputs of low value crops 
can be increased substantially by output 
price incentives alone since these crops face 
few agroclimatic and other constraints com¬ 
pared to high value crops. Many high value 
crops—sugarcane and wheat for example— 
require regular water supply outside the 
monsoon months. Generally, non-price con¬ 
straints are more in high value crops com¬ 
pared to low value ones. The results are thus 
largely explicable. 

A profit function is estimated in this sec¬ 
tion with a view to compute the elasticity 
of variable profit with respect to various 
input prices and the supply response of the 
farmers. The broad results suggest that the 
capacity of the output to increase by price 


1)8 


Economic and Political Weekly iamuary IS, 199Z 



incenlivet in most major crops is not very 
high. There is more potential to raise pro¬ 
duction of coarse gi^ns and some pulses 
using price incentives compared to other 
high value crops. 

VI 

Conclusion 

This paper tries to systematically arrange 
state level aggregate cost of cultivation data 
to understand the differences in the rates of 
return for 14 major crops across IS states 
in India during the period of the gOs. The 
broad conclusions are as follows. 

(a) There are inter- and intra-crop differ¬ 
ences in the rates of return, originating from 
the type of crop, agro-climatic conditions, 
productivity, output prices and input ap¬ 
plications. An important reason of the varia¬ 
tion is also the imperfection in land and 
labour markets and use of non-priced family 
inputs. Tha high value crops and controlled 
irrigation regions—often coterminous- 
yield better return.'i compared to coarse 
grains and pulses. Inter-crop variation is 
more pronounced than inter-state variation. 

(b) Both input subsidies and output prices 
influence the rates of return. These crops 
which use more inputs or are marketed, tend 
to accrue higher returns. The overall impact 
of the subsidies (other than on irrigation) 
is, however, not so high in contrast to the 
popularly held notion. Bulk of the subsidy 
is in irrigation, the computation of which 
is not free from dispute. 

(c) The profit function estimates suggest 
that the output supply pice elasticities are 
high for rain-fed crops compared to irrigated 
and carefully nurtured ones. The reasons 
could lie in the non-price constraints faced 
by the latter in expan^ng production. The 
input price elasticities show that the variable 
profit is affected most by human labour cost 
followed by bullock labour cost and then 
other material input costs. This is more so 
in rain-fed crops compared to the irrigated 
ones. It is evident that Indian agriculture is 
still of subsistence type using extensive 
manual/ail^al inputs. 

Nolea 

[I am grateful to G R Saini and R P Sinha for 
making the cost of cultivation dau available 
to me. Thanks are due to S S Lieberman, 
D Ahluwalia and S D Sawant for their com¬ 
ments and to S Mahenchadev for permitting me 
access to his computer packages.] 

1 Profitability and rate of return are inter¬ 
changeably used in this paper. 

2 The net profit could also indicate the 
possibility of taxing agriculture. 

3 The poverty line here is assumed to be in 
the range of Rs 3,000-4,000 of annual in¬ 
come at 1980-111 prices. The exercise is of 
course purely illustrative since most farmers, 
have non<rop incomes from animal hus¬ 
bandry, wage work, etc 

4 Figures on area under each crop are drawn 
from the ‘Area and Production’ data 
published by the ministry of agriculture 


5 Almost all of the Rajasthan sample is from 
irrigated belts. It hence qualifies to be in 
the count of irrigated states here remains 
inconclusive. 

6 In this cakulaiion the realised profii instead 
of the value added has been used since it 
is this figure which has direct implications 
on (he former. Any subsidy policy would 
have to primarily take account of its direct 
benefit. 

7 Since crop-specific incentives are not 
available, the same figure is used for all 
crops in a particular state and year. 

8 While most authors assume a Cobb 
■Douglas type production function in Indian 
farms, Evenson and Binswanger (1979) and 
Bapna, Binswanger and Quizon 11981 ] have 
experimented with alternate forms of pro¬ 
duction function. 

9 Kumar and Mruthyunjaya use only four 
variable inputs. Seed is not included by 
them. 

10 Cross price elasticities are not estimated here 
for want of adequate information on area 
wise substitutes. Kumar and Mruthyunjaya 
have tried to introduce substitute crops in 
the system but the elasticity estimates are 
very small and statistically insignificant. 
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MSCUSSION 


In Defence of DEFENDUS 

Amulya Kumar IS R'*ddy 


THE erudite an d defa iled critique (October 
16k 1991) of the WFBNDUS electricity scena¬ 
rio for Karnataka (April 6 and 13,1991)publi- 
shed by J C Shah (hoeato referred to as JCS) 
represents an encouraging deepening of the 
ddiate. Coming as it does from a doyen of 
the energy establishment (who has been a 
chairman of the Atomic Power Authority 
and the Gujarat Electricity Board), it sug¬ 
gests that the electricity establishment is 
responding to the Defend us challenge. 
Piwided that neither side has a closed mind 
(which may be defined as a mind that enters 
and leaves a discussion with all its views 
completely unmodified), this debate cannot 
but be beneficial to the energy scene in India. 

The development of the Defendus elec¬ 
tricity scenario for Karnataka involved the 
following components; (I) comparative 
costing of IS available technologies for 
generating and saving electricity, (2) con¬ 
struction of the Defendus scenario. (3) a 
barrier analysis involving identification of 
the barriers to the implementation of effi¬ 
ciency improvements, understanding of the 
origin of the barriers, and recommendation 
of measures for overcoming them, and 

(4) preparation of complete hardware plus 
software implementation packages for the 
various measures. The publication of the 
first component (comparative costing) in 
EPW was completely ignored Now, the 
second component (Defendus scenario) has 
raised more questions regarding barriers and 
lemeiuation than regarding the scenario 
itself. In hindsight, it seems that all four 
components should have published simul¬ 
taneously so that the debate could have been 
across-the-board, as it is now. 

Publicatton of all components simul¬ 
taneously would have highlighted more 
sharply the paradigm shift that is taking 
place. No more is it possible for anyone 
(except the naive who can, perhaps by virtue 
of their positions of authority, avoid peer- 
review) to pooh-pooh efficiency improve¬ 
ments and dismiss renewable sources of 
energy. 

On the one hand, the arguments against 
a GROSSCON (Growth-Oriented Supply- 
Sided Consumption-directed) paradigm are 
intensifying and converging from many 
directions—capital-scarcity, local environ¬ 
mental degradation, skewed benefits, and 
even concern for the global climate. These 
multi-dimensional crises prevent incremen¬ 
tal, more-of-the-same, business-as-usual 
thinking. On the other hand, elemenis of a 
new Defendus (development-focused end- 
use-oriented service-directed) paradigm are 
percolating into the debate and being arti¬ 
culated in the most unexpected quarters. The 
paradigm shift is taking place. 

in the spirit of the paradigm shift, this 


contribution to the JCS vs Defendus debate 
spans (1) points of agreement, (2) fundamen¬ 
tal differences in perception and pmpective, 

(3) shortcomings in JCS's critique, (4) rebut¬ 
tal of some of his points, and finally, 

(S) acceptance of some of the shortcomings 
of the Defendus paper identified by JCS. 

Points of Agreement 

There are a number of points on which 
JCS agrees with the Defendus approach. 
Attention is drawn to the following state¬ 
ments by JCS; 

(1) “An important aspect of Defendus is 
that it has developed methods to quantify 
the energy and financial implications of 
what energy planners have long been talking 
about” 

(2) "... the (Defendus; AKNR) work merits 
an extensive and equally constructive 
response in the hope that such efforts will 
crystallise into a drastically revised regime 
of policy formulation, planning metho¬ 
dology and implementational agencies!’ 

(3) “Although Defendus modestly con¬ 
fines itself to Karnataka many of its con¬ 
cepts would be applicable mutaiis mutan¬ 
dis to other states” 

(4) “... for all Its real, the conventional 
approach to power planning has failed to 
deliver!’ 

(5) ”... the very considerable potential of 
an approach based on a mix of supply and 
demand side measures which de-cmphasi$es 
centralised generation!’ 

(6) “.. the most promising among these 
(innovative approaches) call for a shift from 
an exclusively supply-side approach to one 
which also emphasises contributions from... 
Demand Side Measures!’ 

(7) “End-use orientation and schemes for 
increasing energy supplies from all feasible 
.sources, i e, a well thought-out mix of 
Demand and Supply side measures is cer¬ 
tainly the direction to follow! 

(8) ”... Defendus also advocates other con¬ 
cepts like incorporation of a developmental 
focus in power planning. ... this is, of course, 
imperative..!’ 

(9) “Power has to subserve the purpose of 
development and not the other way around!’ 

(10) “Defendus is perhaps breaking new 
ground at least in India in proposing an ap¬ 
proach to weave this objective into a quan¬ 
tified planning methodology..!’ 

(11) "Defendus approach to quantifying 
environmental impacts of various power- 
related tedinologies... is an important em¬ 
phasis which ought to be persevered with!’ 

(12) “The year-by-year progression ap¬ 
proach of Defendus (for scenario construc¬ 
tion) is clearly an improvement on the 
current practice!’ 


(13) The Frozen Efficiency Scenario “is 
a welcome step.... It permits an evaluation 
of the appropriateiiess and impact of the 
envisaged savingsr 

(14) “Determination of the costs of decen¬ 
tralised generation technologies is likely to 
be highly educative!’ 

(15) “.. agemries concerned with power 
planning—governments, SEBs, etc—...have 
done too little to inHuence the demand or 
employ or encourage decentralised genera¬ 
tion technologies!’ 

(16) “Defendus’s emphasis on harnessing 
co-generation in sugar mills (and elsewhere) 
is quite appropriate!’ 

(17) “This option (i e, mini- and micro- 
hydel units; AKNR) also ought to be exten¬ 
sively explored and whereever found cost- 
effective, implemented!’ 

(18) Re; ‘An approach veering away from 
the centralised generation plus grid lines 
fixation surrounding rural electrification 
...Defendus is quite right in condemning this 
fixation!’ 

(19) “The suggestion to have a better 
understanding of usage patter as for key end- 
use devices is welcome!’ 

(20) “A developmental bias against power- 
intensive industries in a state deficient in it 
(i e, power; AKNR) makes sense!’ 

(21) “Determining R^ values for correla¬ 
tion between conneaed loads and consump¬ 
tion is an encouraging start as is the 
preference for the latter over former for the 
purpose of analysis. Connected loads are 
notoriously misleading and inaccurate for 
all categories!’ 

(22) “One cannot but regret the paucity 
of available data-base and equally the non¬ 
transparent use people make of fractured 
data for pre-determined objectives. Defen- 
dus's observations of limitations of available 
power demand data-base are largely ap¬ 
propriate!’ 

This large list of shared viewpoints is the 
background for the differences and 
arguments outlined below. 

Fundamental Differences 

Quite often, JCS dismisses a Delendus 
component because it has been “echoed time 
and again”, it is “old hat”, etc; implying that 
the component must be novel to earn accept¬ 
ability. In fact, an alternative approach such 
as Defendus is invariably a synthesis of com¬ 
ponents some of which may be new but 
most, are old. The novelty which is in the 
assembly of components may have some 
merit, but the effectiveness and impact of 
the approach is far more important. 

JCS equates economic growth with 
development and considers any growth (e g, 
village electriHcation as distinct from home 
electrification) a sign of development In 
contrast, the Defendus scenario considers 
development to be a process of growth 
directed towards (a) the satisfaction of basic 
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liMdft, starting from the needs of the 
neediest, fb) endogenous seif-reKance, and 
(c) environmenul soundness (to sustain the 
development process). In the light of recent 
titiscussions on the costs and benefits of large 
dams, it would also insist that the benefits 
of development must commence from the 
people located at the sites of its projects and 
radiate to the rest of society; otherwise, the 
oustees of development projects become its 
first victims. 

Much of the difficulty JCS has experienc¬ 
ed with the Defendus paper seems to be 
related to the distinction between a projec¬ 
tion and a scenario. Whereas a projection 
is a picture of the future and. in particular, 
an estimate of future trends, a scenario is 
an imagined outcome of certain measures. 
\ scenario is definitely not a forecast. Just 
as a projection has explicit or implicit 
assumptions, a scenario necessarily implies 
that for the outcome of the scenario to be 
realised, the measures upon which it depends 
must be implemented. The authors of the 
Defendus paper described a scenario, but 
JCS treated it as a projection similar to other 
electricity projections based on “forecasting 
category-wise requirements”. 

Thus, he “wonders if validation of the 
Defendus methodology by the usual ap¬ 
proach of applying it retrospectively ...is an 
essential prerequisite to its acceptance”. The 
Defendus scenario develops from one year 
to the next by taking, for each category of 
consumption, the product of the number of 
connections and the energy consumption per 
connection, and then adding the category- 
wise consumption values to get the total con¬ 
sumption for any year. Hence, the JCS 
‘validation test* is no test at all—if one uses 
historical growth rates in the number of con¬ 
nections and the historical energy consump¬ 
tion norms, it is a trivial task to reproduce 
the current energy consumption. 

JCS rightly concludes that, though the 
EPW Defendus paper was confined to an 
electricity scenario for Karnataka, “many of 
its concepts would be applicable mutaiis 
mutandis to other states”. However, it'is im¬ 
portant to be clear what can be extended to 
other states and what should not. 

Obviously, the basic Defendus approach 
can be used anywhere—its universally 
applicability arises from its development 
focus (implemented via growth rates of con¬ 
nections), its end-use orientation (leading to 
identification of possibilities of end-use ef¬ 
ficiency measures and carrier substitutions) 
and a rational, rather than ad hoc, supply 
strategy based, in the first instance, on a 
least-cost mix of supply and saving options 
compared on equal terms. But, the actual 
changes in the growth rates of connections, 
the actual possibilities of end-use efficiency 
measures and carrier substitutions and the 
actual comparison of the unit costs of 
supply and saving options, and, therefore, 
ihdeast-cost mix, are specific to Kariutaka. 

For example, at the time that the Defen-, 
dus scenario was proposed as an alternative 
to the projection of the official Committee 


for the Long-Range Planning of Power Pro¬ 
jects (LRPPP), It was the industrial policy 
of Karnataka to discourage power-intensive 
industries. But, this constraint on the high- 
tension (HT) category of consumers may not 
be justified on developmental grounds in 
another state. Similarly, in another state, the 
use of electricity for water-heating may be 
insignificant, and therefore, solar-water 
heating may save little electricity. Further, 
different costing parameters will make major 
changes in the comparison of generation and 
saving options and a different energy 
resource base—for example, lack of small 
hydel or biomass resources in a desert 
state—will change'the potential of each 
option, and both these possibilities wilt alter 
the least-cost mix drastically. 

Thus, there is no alternative to a detailed 
analysis of energy resources and end-use 
consumption patterns (as was carried out for 
Karnataka). The development focus, end-use 
measures and least-cost mix must be custom- 
made for each planning domain. Though 
mutatts mutandis means “when the 
necessary alteration of details has been 
made'’, JCS has assessed Defendus from the 
standpoint of other stales without making 
the alteration of details. 

Based on the very detailed 1990 EPW 
paper,' the Defendus paper presents Figures 
19 and 20 displaying the unit costs of 
generating/saving energy and power through 
IS options. JtS draws attention to the dif¬ 
ficulties of making such comparisons— 
which are indeed very real—but he complete¬ 
ly fails to emphasise that in the absence of 
comparative costs, least-cost planning is im¬ 
possible. In fact, without comparative costs 
of generating and saving, the inclusion or 
exclusion of supply/saving options cannot 
avoid becoming ad hoc and arbitrary And, 
the deviation of the supply/saving mix from 
the least-cost one represents a squandering 
of resources (assuming that the excess expen¬ 
diture is not justified on other grounds, for 
example, environmental Or strategic). 

Since the energy and planning esta¬ 
blishments have not published such com¬ 
parative costs. It must be inferred that they 
have not been following least-cost 
planning—at best, they may have been doing 
least-cost centralised-supply planning. This 
judgment has been confirmed by the fact 
that JCS implies that decision-making has 
to be done without comparative costs being 
available. This explains why the establish¬ 
ment chooses some centralised sources and 
Ignores decentralised and saving options. 

With regard to the ranking of technologies 
according to their costs, JCS has suggested 
that economic costs—strictly speaking, 
social or resource costs—should be used in 
place of mere financial costs. This point has 
also been made by Satish Chandran in an 
earlier discussion.^ 

Does not the answer depend upon which 
organisation/agency is doing the least-cost 
planning and whether it has the power to 
determine administered prices, use shadow 
prices, etc. if the least<ost planning is being 


done by the eeitugt goverRinenfii then It » 
reasonable to insist on resource costing. But, 
if it Is an electricity utiUty thM it doing the 
least-cost planning (as is the chse by regula¬ 
tion in some industrialised countries), then 
it has to take the administered prices as ^ven 
and its only option is to do rmancial costing. 

In the Defendus paper, it was envisaged 
that the Defendus scenario would be 
presented as an alternative to the state power 
agencies, in particular the Karnataka Elec¬ 
tricity Board and the Karnataka Power Cor¬ 
poration, considering the LRPPP plan. And 
when these state-level bodies carry out least- 
cost planning, or any planning for that 
matter, the only costs that are relevant to 
them are the financial costs. 

Having insisted above that the least-cost 
planning envisaged in the Defendus paper 
has to be done by the electricity utility, then 
It follows that the costs are from the stand¬ 
point of the utility. However, there are several 
technologies particularly those involving cf- 
ficiency improvements and carrier substitu¬ 
tions and decentralised generation for which 
the investments have to be made by investors 
(consumers and firms) other than the utili¬ 
ty. In such cases, the design of the implemen¬ 
tation package (policies, financing 
mechanisms, management, etc) must make 
the interests and viewpoint of these con¬ 
sumers/firms coincide with those of the 
utility. Otherwise, these consumers/firms 
and the utility will obviously work at cross¬ 
purposes. Herein lies a brief answer to JCS’s 
concern about resistance to the least-cost op¬ 
tions, e g, non-AEH households avoiding 
connections, industries avoiding energy ef¬ 
ficiency improvements, etc. A more detail¬ 
ed treatment of this issue is in the forthcom¬ 
ing barriers paper. 

JCS's answer to this question is “Perhaps 
a view can be taken that the numbers drawn 
up by Defendus are unimportant”. It looks 
as 'if the debate has come full circle: for 
years, some energy analysts have urged a 
development focus in energy planning, its 
end-use orientation (leading to identification 
of possibilities of end-use efficiency 
measures and carrier substitutions) and a ra¬ 
tional, environmentally sound supply 
strategy. They were dismissed as emotional 
because they had no numbers to back their 
arguments. Now that they have produced the 
numbers, JCS argues that the mathematical 
accuracy has a ‘false aura’. He recommends 
that the Defendus scenario should come 
back to square one by resting content with 
“the very considerable potential of an ap¬ 
proach based on a mix of supply and de¬ 
mand side measures which de-emphasize$ 
centralised generation”. JCS’s attitude op¬ 
poses ptogress of the subject and is, in that 
sense, reactionary. 

Does the anti-quantitative attitude arise 
because the implications of the numbers 
“can be devasuting”? Because, for example, 
if a Defendus exercise for Gujarat, Madhya 
Pradesh and Maharashtra comes out with 
much lower energy and power requirements 
than those projected by the electricity boards 
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df thae ttato, thcfi tlw ltdghtt of 
the Nanmda duns can be ofiecfeosetf kaliibi 
to las tubnfergence of land and formund 
test dispiwxment of people? Is the Cttn^e 
motivated by the fact that unwelcptne im* 
plications can be avoided by keeping the 
discussion qualitttive? 

What one npected from such an ^nent 
member of tlM energy utabiishmenl-as JCS 
was a detailed scrutiny of the Oefendus 
numbers on the basis of which mistakes are 
identiHed, changa in the input numbers 
recommraded and scaling up of energy and 
power r^uiremcnts demanded. For exam¬ 
ple. it could have been shown with evidence 
that the 1986 base demand of 15,500 
GWh/year used in LRPPP projection is cor¬ 
rect, and therefore, the Defendus saving in 
energy requirement would be 13 per cent las 
(cf Figure 15 of the Defendus paper). Or, 
that no further efFiciency of the HT sector 
is possible in which case 9.6 per cent (33 per 
cent of the 29 per cent) Defendus savings are 
in fact unavailable and a myth. Or, that there 
are solid reasons to asert that only half the 
apected efficiency improvements can be 
realised, in which case 14.5 per cent of the 
Defendus savings disappear. 

In other words, the quantitative Defendus 
scenario has to be met with quantitative cor¬ 
rections and modifications. In fact, it wa 
to facilitate such corrections and im¬ 
provements of the scenario that the spread¬ 
sheet underlying the construction of the 
scenario was published in exiensio. To 
answer this unconventional transparency, as 
JCS ha done, with a plea to ignore its 
numbers is an evasion of the Defendus 
challenge and a retrograde step. 

JCS has made it clear that he considers 
it improper for the Defendus scenario to 
have adopted specific developmental objec- 
ti,^., because such objectives ‘should ensue 
from public debate*. In fact, he explicitly 
states that ‘Aspects like ...improved life styles 
of weaker sections, etc, are issues beyond the 
brief of energy planners'. But, the Defendus 
scenario was not constructed as a planning 
exercise at the behest of, or on behalf of, the 
energV establishmen'; it represents the out¬ 
put of energy analysts whose task is to 
analyse the energy system with the objective 
of monitoring the system, diagnosing its ills 
and describing treatment options. Energy 
analysis is a normative effort based on 
development values and goals. Improving 
life styles of weaker sections, etc, are issues 
that are very much within the brief of energy 
analysts. Hopefully, analysis will lead to ad¬ 
vocacy through public debate (which is what 
EPH' has initiated) and then to action. 

JCS has repeatedly rejected a Defendus 
viewpoint on a particular issue on the 
grounds that if'ne^s more study’. This may 
be an appropriate noting on a file by a 
decision-maker who feels that the data-base 
for decision-making is inadequate or who 
does not want to take the particular decision 
being recommended to him by an analyst- 
supplicant or even any decision at all. But, 
in the pages of EPfV, there is no hierarchy 
of decision-makers and supplicants; all 


atdhors an analysts or advocates. If authors 
feel that a study needs to be done and are 
uiudrle to give convioctng reasons for recom¬ 
mending further study, they must do it or 
get it done; till then, they must restrain 
themselves from making comments ap¬ 
propriate for the margins of bureaucratic 
files. 

An amazing feature of the Indian energy 
scene is that some of those who have held 
positions of power in the energy establish¬ 
ment react to suggestions regarding the 
energy system with the judgment: ‘it has 
been tried and it does not work!’. Because 
of the positions that they have held, thty 
expect their judgment to be accepted without 
questioning. But, they never describe the 
barriers to implementation and explain why 
the things that have been tried (including 
some by them) did not work. They proceed 
with innocence and detachment as if they 
have never been involved in decision-making 
and implementation. They discuss problems 
as if they have no responsibility for the 
present state of affairs. They do not make 
the lay person understand why things did not 
work. But, those who have been decision¬ 
makers and implementors have special 
responsibilities in public debates; they must 
explain their performance and experience 
and enlighten lay persons with their insights 
regarding decision-making difficulties and 
implementation barriers. 

In the current debate, the Oefendus 
scenario came from the academic world and 
JCS is discussing it from the standpoint of 
his experience in the energy establishment. 
It would have been far more useful if JCS 
had described barriers to implementation of 
the Defendus scenario, explained the origin 
of these barriers, discus^ measures for 
overcoming these barriers, offered judg¬ 
ments as to whether these measures can be 
implemented provided that there is political 
will, and in cases where there is no political 
will, revealed why there is no political will. 

JCS has come to the conclusion; "Defen¬ 
dus apparently has little faith in the pricing 
mechanism for inducing energy improve¬ 
ments". Tn fact, what matters is the price 
elasticity of demand—how much the de¬ 
mand will change with a given change in 
price. 

Since the price of electricity for many 
categories of consumers bears virtually no 
relationship to the costs of generation, 
transmission and distribution, the ad¬ 
ministered prices ate so low that increases 
in price may have little impact on demand 
particularly of affluent customers.* This is 
a particularly serious problem with many 
HT industries for whi^ the extremely low 
tariffs with which they were attracted into 
the state are a disincentive to improving 
efriciency. In all these cases, it is only when 
prices start approaching the long-run 
marginal cost (LRMC) that they are likely 
to affect demand and induce saving through 
efficienc)' improvements—this is what was 
recommended in the Oefendus paper. 

On this issue, however, JCS say> ‘‘...a 
closer examination has generally weighed 


agunst long-run marginal priciiig (LRMP) 
at least in India”. Who has made this ‘closer 
examination*? Was there a conflict of in- 
teresu in the case of the ^examiners’. Did they 
stand to lose by LRMP? Was this ‘closer 
examination* sulmiitted to public scrutiny? 
The poorest househdds are spending so 
much for kerosene illumination that even if 
they are made to pay tariffs based on LRMP 
they would be paying much less than what 
they are ^tending today. So, it is not the poor 
who stand to lose by LRMP. 

In this case too, the debate would have 
moved forward had a decision-maker like 
JCS made us privy to why we are not able 
to move to LRMP. 

JCS sutes that; “...falls in expeaed fun¬ 
ding needs (associated with the Defendus 
scenario: AKNR) .i.gives no cause for glee". 
This is an astounding statement in the con¬ 
text of the current situation of desperate 
capital scarcity for the energy sector. In fact, 
the expected reduction of capiul require¬ 
ments should be an occasion for jubilation 
and am attraction to scrutinise the Defendus 
scenario very carefully before fully rejecting 
it. Whether it is at the level of all (loop¬ 
ing countries, of the country or the slates, 
the electricity seaor is asking feu’ much more 
thim what it can ever hope to get, and the 
only hope is to explore capital-saving ap¬ 
proaches such as the Defendus scenario. 

Shortcomings of Critique 

Familiarity with the growing literature on 
least-cost planning* would have prevented 
JCTS from coming to the erroneous conclu¬ 
sion that a cost-supply curve (which inciden¬ 
tally is an output of least-cost planning) 
defines the sequence in which technologies 
are implemented. JCS sutement that “The 
basic logic of resorting to technologies in 
inverse order of costs is of course sound" 
is fundamentally inconsistent with least-cost 
planning which seeks to define the sequence 
in which technologies are identified as con¬ 
stituents of a mix of technologies all of 
which are deployed simultaneously. The in¬ 
sistence on starting the technologies simul¬ 
taneously has been made explicit in the 
Defendus paper; otherwise, the scenario 
becomes ridiculous because the total gesta¬ 
tion period for the scenario is the sum of 
the gestation periods of the constituent 
technologies. 

A least-cost plan has to be drawn up on 
the basis of prevailing knowledge of techno¬ 
logies and their costs and all the technologies 
that find a place in the least-cost mix have 
to be implemented simultaneously. The costs 
of technologies do change with tinae and this 
worry of JCS is valid, but this is a common 
problem. Purchases of equipment are very 
frequently made only to find some time later 
(months or years) that the costing was not 
done right or that much cheaper equipment 
is available for the same function. House¬ 
holds, industries and even societies ex¬ 
perience this problem. After the attempt to 
privatise British nuclear industry, the banks 
discovered that the costs of decommission- 
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ing had been grossly underestimated and 
nuclear power had been projected as far 
cheap^ than it actually was. When these 
situations arise, there is the standard 
dilemma of continuing with costly equip¬ 
ment or replacing it with the alternative 
cheaper equipment—the solution is to 
replace if the resulting savings pay for the 
cost of the replacement. 

But, the real moral of the story is that, 
even with the best will and care, mistakes in 
human judgment are inevitable, and there¬ 
fore, the best approach is to make small 
reversible mistake rather than large irrever¬ 
sible ones. 

Contrary to JCS’s impression, the capital 
costs of the required cogeneration equip¬ 
ment have been taken into account using 
much more recent studies than the ancient 
I98S ABE Report. 

JCS's worry about the cost-effectiveness 
of photovoltaic options i; legitimate but 
redundant in the Defendus scenario context 
because photovoltaics have not been includ¬ 
ed in the options for determining the least- 
cost mix. Figure 10 showing the declining 
price of photovoltaics was included in the 
Defendus paper to point out that some time 
around 1995-2000 photovoltaic cells arc 
certain to play a major role in rural elec- 
triHcation and therefore preparations for 
launching them and gaining systems ex¬ 
perience must be commenced immediately. 

JCS says that “the costs of centralised 
generation seem suspect. A rigorous 1985 
study of a national committee, for instance, 
found that nuclear per kWh were... lower 
than those for thermal at locations distant 
from coainelds...” To bring out the whole 
truth, JCS should have also stated that the 
national committee was set up by the depart¬ 
ment of atomic eneigy, that it was chaired 
by himself, that it empictyed a return on 
investment method which would be unaccep¬ 
table either to financial managers or inter¬ 
national lending agencies, that it did not 
show the sensitivity of the results to the in¬ 
terest rate, that the calculations involved 
several devices that lowered the costs in 
favour of nuclear (e g, no charges for waste 
disposal, very low charges for decommis¬ 
sioning. conversion of the capital cost for 
heavy water into an operational leasing cost 
at a lower interest rate), that the costing was 
severely criticised by the Hrst author of the 
Defendus paper at a National Workshop’ 
and then in print in Semiiwt* and in the 
EPIV June 2, 1990 paper and that to this 
date there has been no published response 
to the atticisms. 

When JCS asserts that the prospeas for 
achieving sttwll hydel are remote; he is in faa 
contradiaing the Reporu of the Karnataka 
Power Corporation (cf Ref 43 of the Defen¬ 
dus papa) which have been used in the 
Defendus scenaria The costs of small hydel 
given in the Defendus papa have also been 
based on a project report from KPC. in¬ 
cidentally, KPC has just sent off a team to 
China to study the implementation of small 
hydel schemes. 


With regard to deeentraUsed geneimion, 
JCS assats that “the scheme Defendus ad¬ 
vocates ... is still largely of the centralised 
type'’. There is no evidence for such an asser¬ 
tion. In fact, the stress was on se(f-reliani 
generation involving local sources and local 
management. An example of such a Kheme 
is the decentralised biogas etectriflcation 
scheme in Pura village, many aspeas of 
which has been described recently and about 
which a full report will be brought to the 
readers of EPW. 

JCS attributes 33 pa cent of the total 
Defendus energy savings to the HT sector. 
In fact, the figure is only 9.6 pter cent (= 33 
per cent of the 29 pa cent arising from 
end-use efficiency improvement measures 
and carria substitutions) of the total savings 
relative to the LRPPP projection. 

JCS has concluded that the Defendus 
scenario corresponds to “a severe curbing of 
industrial activity...”. In fact, apart from the 
de-emphasis of powa-intensive industries 
which was the industrial policy of the state, 
the Defendus scenario envisages a dramatic 
escalation of industrial activity. But, in keep¬ 
ing with its development focus, industrial 
activity was increased in the LT sector on 
the grounds that this seaor energises 
employment-generating industrial activity. 
The growth rate of LT conneaions has been 
increased from the 1981-86 actual growth 
rate of 10.35 per cent to 17.5 pa cent, until 
the census projeaions of the industrial 
workforce indicate that thae will be man¬ 
power constraints on the further growth of 
LT comiections at which stage the LT growth 
rate was reduced to 2 per cent. 

Using the only data-set that is available, 
i e, the data-set provided by the KEB, the 
Defendus paper described the growth of 
ctmneaed loads and eneigy consumption in 
Karnataka. In response, JCS devotes a whole 
section to criticise this arudysis, but the basis 
on which he makes this critique is not a bet¬ 
ter data-set, but his authoritative knowledge 
of consumption patterns in non-Karnataka 


contexts. The faa is that there Is no alto- 
native to existing data-tas for constniaing 
a scenario except to use assumptions and in¬ 
tuition that are bound to be questioned. 

Located in an academic iristitution, the 
Defendus authors faced the unbelievable 
situation of Kanuuaka’s eneigy establish¬ 
ment spending huiulreds of crores oa year 
without knowing how much electncily the 
different categories of devices in the HT or 
domestic seaor consume. But, it is precisely 
such disaggregated data that is aucial for 
end-use oriented analysis and for the identi¬ 
fication of opportunities for efficiency im¬ 
provements a. 1 C' carria substitution. So, con¬ 
siderable ef:on was taken to carry out 
sample survv>ys. Needless to add, census 
surveys wOulo have been bata, but is that 
not |,hc respoi.sibility of the organisation 
(KEB) that is suiiposed to be managing elec¬ 
tricity distribution? However, aen with 
sample surveys of the HT sector, the device- 
based disaggregation is reasonably con¬ 
sistent with the other studies such as the 
detailed study’ carried out by the Indira 
Gandhi institute of Development Research 
(IGIDR). For instance, both the studies find 
that motors (in compressors, fans, pumps, 
drives, etc) are the single-most important 
end-use device category accounting for more 
than half the eneigy consumption in HT 
industry. And. in the case of the domestic 
survey, the estimate of Bangalore’s AEH 
consumption obtained by blowing up the 
sample are consistent to within 5 pa cent 
of the aaual Bangalore consumption, which 
is a test of the reliability of the sample.* 

Initially, the Defendus scenario was con¬ 
structed without constraining the growth 
rates of the non-AEH, AEH and LT con¬ 
neaions. But, this unconstnuned growth led 
to inconsistencies, for example, the numba 
of some categories of conneaions being 
greater than that permitted by the official 
census projections (hopefully the output of 
demographic experts!). So, the growth rates 
were constrained using ofTicial demographic 
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dat» to avoid conflicts with censas 
projections—after all, if the LT sector is to 
restrict itself to Karnataka labour, the LT 
connections in the Defendus scenario must 
not involve a larger workforce than the 
Karnataka workforce as per the census pro¬ 
jection. These constraints are simply the 
result of rapid growth in the number of con¬ 
nections. It is a simple arithmetical result 
that, if the number of domestic connections 
is increased faster than a particular rate, 
eventually it is certain—not unlikely, as JCS 
assens—that they will exceed the nbmber of 
houses. There is little point in this context 
with JCS being unhappy with the approach 
and the demographic data. 

When the Defendus scenario was con¬ 
structed between late October 1988 and early 
1990^ then taett two options: a current base 
year of, say, 1990, or the saAte base year as 
that used by the LRPPP projection, i e, 1986. 
The latter was chosen so that there could be 
an alternative to the LRPPP projection and 
a comparison between the conventional 
supply paradigm and the Defendus 
paradigm. Of course, choosing a bas^ year 
in the past led to the risk that some people 
would compare the present situation, say in 
1991, with what is expected from the Defen¬ 
dus scenario. Such a comparison is il¬ 
legitimate because a scenario does not, like 
a projection, estimate what will happen but 
only imagines the outcome of certain in 
terventions. And, in the absence of those in¬ 
terventions, the outcome will of course be 
quite different from that imagined by the 
scenario. 

Contrary to JCS's impression that the 
Defendus scanario has us^ an “unorthodox 
.. .appronch” to convert energy requirements 
into requirements of installed capacity, it has 
in fact used exactly the same formula as that 
used by the LRPPP projection. Incidentally, 
the LRPPP formula is almost the same as 
that used by the CEA except that the 
LRPPP formula adds a reserve capacity of 
64S MW and a S per cent reserve. 

However, what the Defendus paper did 
was to scrutinise the LRPPP formula pn the 
basts of empirical load curves and derive in 
an elementary manner what combination of 
base and peak toad capacities would meet 
the power requirements implied by the load 
curves. (Unlike the Defendus scenario, 
the LRPPP projection does not disaggregate 
the required installed capacity into base- and 
peak-load portions.) It turned out that the 
LRPPP installed capacities were higher than 
those resulting from the scrutiny. Despite 
this, the Defendus scenario used the LRPPP 
formula in order to be conservative. 

In any conventional energy projection, a 
fundamental parameter is the base demand 
which was taken by the LRPPP Committee 
to be IS,S00 GWh in the base year against 
an actual power-cut-constrained consump¬ 
tion of 7,554 GWh. Since demand in a 
pOwer*cut-consttained situation cannot be 
an empirical quantity, it has to be esumated 
on the uabMsS of aesumptions. The complete 
details of how the base demand was (and is) 
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arrived M Mi -Karnataka Mu new been 
published. Enquiries indicated that the 
demand for the HT sector was based on c<m> 
tract entitiement, which is why the Defen- 
dus paper pieaded for a transparent com¬ 
putation of the base demand. Such a stress 
cannot be misplaced, as JCS suggests. 

The proponents of the LRPPP projection 
and the electricity authorities in Karnataka 
constently point to the growth of connected 
load to highlight the shortage of power in 
the state. The Defendus paper, therefore,. 
went inito a statistical analysis of the em¬ 
pirical relationship between connected load 
and energy consumption.The arudysis show¬ 
ed that there was a strong correlation (high 
values) between connected load and 
energy consumption. This correlation has to 
be accepted for the period covering the data; 
to suspect it-—as JCS does—is to suspect the 
Electricity Board’s Ihbles 3 and S wteh then 
leaves no data-base to work with. Of course, 
the fact that there was a correlation in the 
past does not mean that it will persist into 
the future. 

in this context, the Defendus concliuion 
was; “...although the connected load mr^ be 
a reasonable proxy for energy consumption, 
it is preferable to adhere to an analysis in 
terms ofenergy consumption than con¬ 
nected load. Since this is in tune with JCS’s 
own inclirution, it seems that JCS’s criticism 
that “stress on load entitlement is off the 
mark” must really be addressed to the 
l.RPPP prqponents. 

JCS has argued that in addition to old, 
retrofitted and new connections, there 
should also be a category of extension of 
loads on existing connections. The empiric^ 
data on the connected load per connection 
for all categories (except the LT category) 
does not indicate any significant extension 
of loads on existing connections that caimot 
be met with an initial exaggeration of 
requirements, i e, a built-in buffer in the con¬ 
tract entitlement. 

JCS points out that “factors other than 
its cost, e g, availability Of equipment or 
fuel,.... often impinge on the choice of the 
technology”. If the equipment or fuel for a 
technology is unavailable, then the techno¬ 
logy is not a real option—but only an im¬ 
aginary one—and should not be considered 
in the least-cost planning. 

The real non-cost factor that should be 
considered is the environmental impact of 
a technology, i e, if the environmental im¬ 
pacts have not been internalised and costed. 
The Defendus paper has indicated how this 
might be done by constructing least impact 
curves. 

In arguing against changing growth rates 
for different categories of connections, JCS 
talked about “s utility being obligated to give 
supply under the Indian Electricity Act to 
anyone who requisitions it for any purpose 
and fulfills the relatively easy conditions”. 
As far as Karnataka is concerned, one can¬ 
not help taking JCS’s statement as tongue- 
in-cheek sarcasm because the reality does 
not demonstrate any concern whatsoever for 
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such a statutory obligation. Various con¬ 
siderations deciiJe the growth rates of dif¬ 
ferent categories including the policy of 
government, for instance, the energisation 
of pumpsets. 

JCS complains that the efficiency- 
improvement measures stressed in the Defen¬ 
dus scenario "are of course well known”. 
This was deliberate to avoid the Defendus 
scenario being accused of depending on 
exotic and esoteric technologies. 

JCS considers that an across-the-board 2S 
per cent savings for the HT sector too high, 
is this the case? Of relevance here is the view 
of Karnataka industries that a IS per cent 
power-cut would not affect their production 
implying that their contract entitlement'in- 
diKM a IS per cent safety factor and/or that 
simple house-keeping measures—usually the 
first step in efficiency improvements—would 
keep the industry going full capacity. 
Though there is a major gap between in¬ 
dustrial energy norms in India and the in¬ 
dustrialised countries, the Defendus scenario 
has only asked for further 10 per cent savings 
through modernisation including more ef¬ 
ficient motors, incidentally, the IGIDR-HT 
survey of Maharashtra industries shows that 
their maximum demand is about 80 per cent 
of the contract demand—a 20 per cent safety 
factor in the contract. 

JCS argues that “Category-wise expecta¬ 
tions of reduced requirements are unconvin¬ 
cing” panicularly in the case of HT in¬ 
dustries. In a capital-scarce situation such 
as that obtaining in India electrical capacity 
expansion and industrial modernisation are 
a zero-sum game because it is the same fund 
of capital out of which both have to be 
financed. As long as the power sector grabs 
the bulk of the f«nds for supply expansion, 
it ,is highly improoable—as JCS points 
out—that the "desjrable... be» intenuukxul 
norms” will be achieved. But, the Defendus 
scenario envisages a situation where the 
relative costs and benefits of electrical 
capacity expansion and industrial moder¬ 
nisation are compared and if the latter is 
more cost-effective, the financial institutions 
will fund industrial modernisation. In this 
context, the basic conflict identified in the 
Defendus paper is important; should the 
country keep its industry energy-iqefficieat. 
and invest on increasing electrical capacity, 
or should part of the funds be used to 
modernise industry so that less capacity in¬ 
crease is required? 

SHOnCOMINGSOFTHE DEFENDUS PAPER 

In its pre-occupation with Karnauka and 
the electricity foretasting exercises in the 
state, no attention was given to the impor¬ 
tant work done at the All-India level, in par¬ 
ticular, the scenarios of the Working Group 
on Energy Policy (the N B Prasad Commit¬ 
tee). JCS has rightly castigated the Defen¬ 
dus paper for this lapse—and before him, 
T L Sankar did .so at the URJA Roundtable 
on the Defendus scenario'^—the significant 
contributions of the Prasad Committee" 
particularly in showing how an Optimal 


Level Forecitst leads to lower energy con¬ 
sumption compared to a Reference Level (i e, 
Business-as-usual) Forecast. 

However, it is important to distinguish 
between efforts in which the efficiency im¬ 
provements are internalised and become part 
of the projection/scenario exercise (as in the 
case of the Prasad Committee) and others 
where they are added on or retro-fitted after 
the exercise.'^ 

JCS has very justifiably complained about 
“the absence of the separate study (its ref 
54) on which Defendus has based its com¬ 
parative costs of energy from various 
technologies”. This is a serious lapse on the 
part of the Defendus authors who did 
provide two references which are unfor¬ 
tunately not easily accessible but failed to 
give the most accessible reference, viz. 
Economic and Political U^kly, Vo! XXV, 
No 22, June 2, 1990 pp 1201-16. 

Failure to cite the EFtP reference was 
particularly unfortunate because^the com¬ 
parative costing (leading to Figures 19 and 
20) was the result of a massive and time- 
consuming effort to develop very carefully 
an*d systematically a comparative costing on 
equak terms of the technologies of saving 
electricity and generating it through decen¬ 
tralised and centralised* options, i e, esta¬ 
blishing what is called a “level playing field” 
in which the opportunity cost of capital can 
play a deciding role 

TJiough the number of ceiling fans per 
AEH connections is 25 per cent more than 
that in non-AEH connections, the monthly 
consumption per AEH fan is 15 per cent 
less. The reason Tor this is not clear parti¬ 
cularly because any air-conditioners would 
come in the ‘other’ category. 

In its sample, the Defendus paper has not 
considered the variation in consumption bet¬ 
ween different units of the same industry. 
Though, this may not have been significant 
in going from the sample of nine categories 
of industry to the 24 industries (consisting 
of the same nine categories) that account for 
46 per cent of the total HT consumption, 
JCS is quite correct in pointing out that “we 
have units in the same industry having a 
variety of vintages of production processes 
and equipments. Manufacturing and 
especially maintenance discipline also varies 
widely. The net consequence is that the elec¬ 
tricity consumption... also varies con- 
siderablyf’ 

Thus, in an improved Defendus scenario, 
these variations must be captured. Not only 
will such a study lead to a tetter understan¬ 
ding of industrial consumption, but there are 
tariff implications. The point is that today 
all the units of the same industry enjm' the 
same tariff—i e, the efficient units are 
punished, and the inefficient ones are 
rewarded—hence, it might be worth con¬ 
sidering a differential tariff giving the ,‘most 
efficient industry’ the lowest tariff and 
penalising the others with a higher tariff so 
that they have an incentive to become as ef¬ 
ficient as the most efficient unit. 

Whereas the Defendus authors felt that 
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theiv woe Ittal huidla to decentnitised 
■eneration, JCS cdnndenUy astern that 
"Neittwr Indian Electricity Act nor the 
antiquated Industrial Policy Resolution of 
1956 ‘effectively prevent’ decentralised 
generation.” This is reassuring news that one 
hopes is true 

JCS is absolutely right in drawing atten¬ 
tion to the mistake in the Defendus descrip¬ 
tion of co-generation where the word 
'boilers' has been used instead of turbines’. 
But, gasified steam-injected (GSTIG) tur¬ 
bines are a new technology described in the 
recent literature.” 

Since efficiency improvement measures 
and electricity substitution leads to a reduc¬ 
tion of energy requirement, the Defendus 
paper rightly insisted that they must either 
be used to rrtuce the energy requirement on 
the demand side or they can be used as a 
saving tcdioology in the least-cost ‘supply' 
curve (where saving is considered as de jacto 
supply). Otherwise, the advantage of the 
measures will be double-counted~the same 
cheque will be cashed twice! In this presen¬ 
tation, the Defendus authors did not realise 
that while the paper used the terms 'supply* 
and ’demand’ in the sense of ‘provision’ of 
energy and ‘requirement’ of energy, they 
could also be confused with ‘source' and 
‘consumption’. After the paper was publish¬ 
ed, like JCS, several readers were confused 
in the absence of the clarification now being 
made. 

The Defendus paper also erred in not 
pointing out that once the unit costs of 
various technologies are computed and their 
potentials for geheration/saving are speci¬ 
fied, an elementary spreadsheet programme 
can be used by a computer to construct the 
cost-supply ‘staircase*. 

Reduction of T and D losses is a techno¬ 
logy of saving energy that should certainly 
have been included in the list of options for 
generating/saving that were considered for 
crmstructing the cost-supply curve. Unfor¬ 
tunately. the Defendus authors could not get 
access to data to work out the unit cost of 
saving energy (Rs/kWh) and power (Rs/kW) 
through reduction of T and D losses. When 
such data is available, it may turn out that 
reduction of T and D losses is a cheap 
enough option to be one of the initial items 
in the least-cost mix. 

Even though it lakes a few minutes to 
replace an incandescent lamp with a com¬ 
pact fluorescent lamp (CFL) or less than a 
week to install a solar water heater (SWH), 
a CFL or SWH programme cannot be im¬ 
plemented in minutes or days. JCS has cor¬ 
rectly pointed out that there are gestation 
periods associated with the establishment of 
the technology, the elaboration of financing 
schemes, the training of implementors and 
maintenance personnel, the evolution of 
appropriate management systems, etc The 
Defendus scenario has allowed for all this 
with a five-year war-footing gestation 
period, but the growth in the number of such 
alternative devices has been taken to be 
linear. Linear iiKreases in schemes are a 


buitaucraiic approach that does not take 
into account the organisational learning pro¬ 
cess. So, in the implementation packages for 
the Defendus measures now bring formu¬ 
lated, for example the one for CFL lamps, 
a logistic growth process is bring incor¬ 
porated into the scenarios. 

The dau shown in Table 8 of the Defen¬ 
dus paper on the employment potential of 
different categories of industries was obtain¬ 
ed from a rigorous study carried out by the 
planning department of the government of 
Karnataka study on the basis of an input- 
output analysis. The other references to the 
employment implications of the Defendus 
scenario were qualitative and of the hand- 
waving type, a shortcoming that should be 
corrected in the future with a detailed input- 
output analysis. 

Unfortunately, the presentation of the 
Defendus paper does not seem to have con¬ 
veyed the correct role of power cuts in the 
construction of the scenario. The fact is that 
power cuts have only been used in the 
estimation of the base demand to be 10,341 
GWh/year in 1986 which is between the 
actual consumption of 7,554 GWh/year 
and the LRPPP base demand of 15,500 
GWh/year: as shown in the spreadsheet (Ap¬ 
pendix I), they have not been imposed on 
the consumer categories after the base year. 
So, they are not a policy parameter in con¬ 
structing the scenario. To exclude power cuts 
in the estimation of base demand is equi¬ 
valent to assuming that if there were no 
power cuts, consumption would rise to the 
full value of the contract 'entitlement. But, 
this is not the case—even in years when (and 
in states where) there were no power cuts, 
consumption did not equal contract entitle¬ 
ment. 

. The Defendus paper failed to highlight— 
as JCS did—the two major options for 
utilising bagasse, viz. bagasse for electricity 
generation or bagasse for paper manufac¬ 
ture? Unfortunately, no detailed social cost- 
beneflt analysis seems to have been carried 
out of these options taking into account all 
externalities including environmental im¬ 
pacts. But, to assume that if the paper mill 
uses bagasse it is not degrading the environ¬ 
ment is naive—the paper mill deprives the 
sugar factory of its fuel source, and the ques¬ 
tion turns to where the replacement fuel is 
obtained- If the sugar factory turns to 
firewood obtained by deforestation, thenthe 
paper mill is (Responsible indirectly for 
deforestation. If, however, the sugar factory 
u.ses all the bagasse it requires to meet its 
energy needs, and then sells only the exce.ss 
bagasse, the paper mill is obtaining its 
bagasse in an environmentally benign man¬ 
ner In such a situation, the decision of the 
sugar factory depends upon whether the 
paper mill or the electricity board offers a 
higher price per kg of bagasse. If today the 
paper mtll offers a higher price, that is only 
because the electricity board is not offering 
a price equal to avoid cost of not generating 
the extra electricity. 

This contribution to the JCS vs Defendus 


debate has thown that there are a number 
of points of agreemmit, but it has abo 
highlighted some fundamenul differences in 
perception and perspective. In addition, the 
contribution has drawn attention to some 
shortcomings in JCS’s critique, rebutted 
other points made by JCS and finally ac¬ 
cepted some of the shortcomit^ of the 
Defendus paper identified by JCS. It appears 
that a paradigm shift is raking place. This 
shift should be facilitated by sustaining the 
open debate, raising its level to include quan- 
titative discussion, maintaining the 
transparency of the arguments and calcula¬ 
tions and extending the Defendus approach 
to other states. 
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Now even she can share 
in the prosperity of the share market. 
Thanks to Unit Trust. 


Most sm.ill Slivers ilrv.im ol sinking it iich 
on the shiirc nuirkvf. VC'hat hnkis tiioiii hack is 
the small sue o( iheir sa\'inj’s The risks invoked 
And a lack of coniidence in their own financial 
skills. So they keep ,i\vav from the shate marker. 

Unit Trust lias niven them confidence. 
India’s first mutual fund. Unit Trust pools 
toHcther the re.sources of small inve.stors. It uses 
the skills of Its financial experts to invest these 
ftmds on the share market. The result is hi^h 
returns for the small saver. Year after year. The 
Trust, which has nor missed a single dividend in 
all its 27 years, has just announced a record 
dividend of 19.5%. 


It’s no wonder Unit Tnist’s popularity has 
been rising spectacularly. This year, the number 
of LInit holders crossed one crore. 35 lakh 
investors were added in the last year alone. Most 
of these are sni.ill savers. They come from every 
p.irt of the country'. They come from every walk 
of life. They have different needs, different dreams 

Rut they share the same abiding confidence 
in Llnit Trust. Living up to this confidence is 
what keeps us going. And growing. 



UNIT TRUST OF INDIA 

At the service of One Crore Unit holders. 
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LETTERS TO EDITOR 

‘Exit’ and ‘Voice’ 

SAMUEL PAUL’S arliele (EPI*', August 31. 
1991) makes interesting reading, and one's 
first reaction is to concede his claim of 
having developed a conceptual framework 
which improves our understanding of the 
matters that he deals with. However, on 
further reflection, one begins to wonder how 
useful the exercise has been. The following 
is an attempt to restate some of the obser¬ 
vations and conclusions in the paper in 
simple non-technical terms. 

(a) Users who are dissatisfied with a ser¬ 
vice can either turn to an alternative .source 
or exert pressure on the suppliers to improve 
the service. 

(b) Turning to an alternative source is an 
option which is feasible if some degree of 
competition exists or can be brought about. 
The possibility of competition is limited in 
some cases (natural monopolies, economics 
of scale, legal monopolies, c g, postal ser¬ 
vices, small local units with no alternative 
source available within a reasonable distance, 
etc). 

(c) The exertion of pressure needs 
knowledge, time and organisation, and is not 
alsvays possible to all: however, in some cases 
the ability of some groups to exert pressure 
for a better service beiients others as well. 

(d) The possibilities mentioned in (b) and 
(c) above may be alternatives, or they may 
supplement and reinforce each other. Much 
depends on what is more feasible, easier or 
more effective in a given case. 

(e) In some cases, a disproportionate share 
of the benefits may be cornered by power¬ 
ful and influeniiai groups of users at the 
expense of others. The managers and con¬ 
trollers of certain services may also tend to 
use their powerful and privileged position 
to give themselves an undue share of the 
benefits 

(f) We can analyse public services in the 
light of the above observations and 
categorise them in groups in accordance with 
the means which are available or can be 
made available to the users to enforce bet¬ 
ter service. Where possible, the choice of an 
alternative source should be made available 
or enlarged (through deregulation, privatisa¬ 
tion, etc). Where this is not feasible, the 
ability of the users—particularly the poor 
and the underprivileged—to exert an 
influence on the suppliers should be 
strengthened This can be done in a variety 
of ways: through the activities of NGOs; 
through the dissemination of information, 
surveys, expert enquiries, etc; through the 
correction ol imbalances between different 
groups of users or between suppliers and 
users; and so on. 

All these are familiar and generally 
accepted propositions. They are not insights 
gained through a new conceptual frame¬ 
work; in my re-statement, I have managed 
to cover most of the propositions of the 
article without using the terms ‘exit’, ‘voice’ 
and ‘capture’. Would it be unfair to say that 
what we have here is not so much the deriva¬ 
tion of a better understanding from a 
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framework as the erection of familiar pro¬ 
positions into a framework? 

There are some diagrams in the paper, and 
some observations which give the impression 
that our understanding is extended by the 
diagrams, and that certain inferences can be 
drawn from the diagrams (e g, "Diagram I 
provides a simple answer”; “Four proposi¬ 
tions follow from this diagrammatic 
representation...”, and so on). But is this 
in fact the case? Are they the kind of 
diagrams from which new truths and rela¬ 
tionships can be gleaned? It seems to me 
(speaking subject to correction) that they are 
merely pictorial representations of the 
author’s theories, and can ‘show’ only what 
has already been put into them by the 
author. A curve slopes because the author 
has so drawn it; two curves intersect because 
the author has made them do so. If I am 
right in thinking that the diagrams are 
merely translations of the prose into another 
kind of language, they have no autonomous 
existence, and can provide no new insights, 
nor can they be used to ‘predict* anything 

The ‘menu of options’ is an illusion 
Basically we have only two, namely, to 
increase or introduce competition, so that 
the users have some freedom of choice; and 
to strengthen the users’ position viA-n-v/.9ihe 
suppliers through the different means such 
as users’ organisations, NGOs. governmen 
tal intervention, media attention, and a 
statutory consumer protection agency. 

1 look forward to the refutation of my 
scepticism and to the demonstration that the 
conceptual framework, the technical tertns 
and the diagrams do indeed facilitate 
understanding and provide new insights 
Ram sswams R h i k 

New Delhi 

Unmodern 

YOUR correspondents seem to have a 
special fascination for me or so it would 


seem. Once I was accused of harbtmring 
wrong sentiments towards Tjotsky. Later 
somebody thought that I was an agent of 
Indira Gandhi. For someone else I am a 
Stalinist. Now M H Jadhav seems to think 
that I suffer from brahmanicai prejudice 
against Shahu Maharaj (December 14). You 
would agree that a small-time commentator 
like me does not quite deserve such honours! 

It is difficult and, maybe, even impossi¬ 
ble to persuade Jadhav that my article can¬ 
not be accused of brahmanicai prejudices. 
So I will not say anything about that. The 
question which that article (July 6-13) raised 
and which he has chosen not to comment 
upon, let alone answer, is quite simple. ‘Pro¬ 
found’ or otherwise the editor of the 
Gazetteer made a discovery and chose to 
document it. What was wrong with that? 
And did the whole episode justify the 
Kolhapur bandh and later the Maharashtra 
government’s behaviour on the question? 
Jadhav has ignored this question. He has 
given a kind of a reply by claiming that the 
editor of the Gazetteer had made a ‘‘pro¬ 
found drscovery”. It is this kind of attitude 
that I was talking about. This attitude is un- 
modern in my view 

Resides the Gazetteer was not written by 
me. So what is the point of persuading me 
of Shahu Maharaj’s greatness? Frankly it 
appears to me to be a futile exercise because 
by article does not deny his greatness, it 
would have been better if Jadhav himself 
had written the article on the entire episode. 
The readers of the EPW including anti- 
Trotskyists/Indira Gandhi tes/Stalinisl.s/ 
hrahm.iiiists like the prcsciii comincntalor 
would have benefited It is when the 
‘Jadhavs’ of the world do not do their job, 
the ‘Deshpandes’ of the world have to do 
It. ‘Jadhavs' do not like it But what can the 
‘Deshpandes’ do? 

G P DhSHPANDt 

New Delhi 
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The Unwanted Six Million 


T he wires have got crossed, and local marketlovers have 
run into a little local difficulty. The ‘exit’ policy has 
raised the hopes of employers across-the-board; with glee in 
its heart, the Federation of Indian Chambers of Commerce 
and Industry has projected a total lay-off in the organised 
sector of 6 million people in the course of the next few years. 
The finance minister has taken umbrage at this projection. 
He has grown wiser since the day he addressed his famous 
press conference in Bangkok to assure the bosses in the World 
Bank and the IMF that they could rest in peace, the exit 
policy would soon, very soon, be turned into a reality. To 
render jobless 6 million people, or to announce publicly the 
ambition to get rid of so many people, he now realises, is 
not political wisdom. The FICCI statement, he has rushed 
to say, is wild exaggeration, why, the exit policy will not hurt 
at all, the actual displacement of labour will not exceed three 
hundred thousand. 

Whether it i.s.a case of deliberate prevarication or of cir¬ 
cumspect retracing of steps on his part can only be speculated 
upon. The FlCCl is not reputed to have an original mind, 
so its projection must have a respectable genesis, perhaps a 
target of aggregate lay-off indicated in a confidential Fund 
or World Bank document. Total employment in the organised 
sectors, both public and private, is of the order of 25 million. 
Trimming roughly a quarter of this aggregate workforce 
might appear to marketlovers a reasonable goal to strive for; 
the fat has to go. Perhaps the FICCI also has an extra gleam 
in the eye; they do not want to be left out of a share of the 
bonanza of the exit fund, now re-named the ‘national renewal 
fund’, about to be constituted with a promised World Bank 
loan amounting to Rs 200 crore. A little haggling could 
therefore be on the anvil. The finance minister might be 
inclined to utilise the resources from the fund exclusively for 
discharging people from the public sector, and the private 
sector could fend for itself. It is n slight variation from the 
advice to the workers in the public sector that they too could 
fend for themselves and set up workers’ co-operatives to run 
the sick, units; it would cost Rs 15,000 crore to make these 
units viable, it is apparently not the responsibility of the 
government to arrange for this formidable looking sum; it 
would however generously let go of the past liabilities of the 
units, and offer crumbs from the national renewal fund. With 
barely Rs 200 crore in its kilty, the renewal of the nation is 
unlikely to proceed very far. 

Or it could indeed be that the spiralling of prices and the 
developing hostility of his cabinet colleagues are proving to 
be great civilisers; the finance minister has decided to lower 
his sights temporarily, let the bigger dreams be postponed, 
he would be happy if the exit policy could, to begin with, 
eject at least two to three hundred thousand useless people 


from the jobs they hold. It is in any event going to be a multi¬ 
pronged approach. High interest rates, insisted upon by the 
Fund and the Bank, would render some units unviable; 
several hundred thousand more workers would then be laid 
off not because of, it would be claimed, conscious govern¬ 
ment action, but on account of the free play of market forces. 
And should the recession really get going, the bottom would 
on its own fall out of the labour market, absolving the 
government of all responsibility. Millions deprived of their 
livelihood would be a sight gladdening the hearts of 
marketloving evangelists from the Fund and the Bank. 
.Squeezing people out of their employment is the first lesson 
in teach-yourscif-manuals on efficiency. President George 
Bush will not accept this prescription for his own country 
in an election year; the chairman of the federal reserve 
board over there has in fact reduced interest rates to un¬ 
precedentedly low levels in order to stimulate production and 
employment. What is relevant for the United States, the 
finance minister and his foreign mentors might still main¬ 
tain, is not relevant for a pauperised, heavily indebted coun¬ 
try like India. It would be .singularly bad manners to remind 
them that the external indebtedness of the United States of 
America surpasses that of all other countries. 

Altogether undeterred, some of the finance minister’s 
ideological colleagues are working overtime. The chairman 
of the committee which has written up the report recommen¬ 
ding deregulation of banks and financial institutions is quite 
blase about the fact that parts of his report appear to have 
been lifted, often with phrases and sentences unaltered, from 
a World Bank document. He has chosen to brazen it out; 
great men, everybody knows, think alike; besides, if the ideas 
are good, their genesis should not matter. 

Such forthrightness is not sudden; it has been in the 
making over the past few years. The Reserve Bank of India 
has been a trailbiazer in this respect. About five years ago 
it had set up a committee to review the country’s rural credit 
structure. The inspiration for the committee obviously came 
from the direction of Washington, DC. Of the seven members 
of the committee, three were foreigners formally nominated 
by the World Bank, three Indian citizens were modestly 
named by the Reserve Bank itself; the seventh member, the 
chairman, though an Indian, was reportedly paid his 
emoluments by the World Bank at Washington, DC rates. 
In effect, therefore, it was assured a priori that the recom¬ 
mendations of the committee bear the imprint of the World 
Bank’s thoughts; it did. The RBI authorities too might main¬ 
tain that the roots of their inspiration are not relevant, the 
fruits are l-or has not the World Bank dangled another loan 
of one billion of dollars in case restructuring of financial 
institutions along lines desired by it is undertaken? 
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POLITICS 

.. .Afraid to Wound 

WHILE it is too early yet to pronounce a 
crisis of legitimacy for the new economic 
policies, the so-called consensus that is con¬ 
tinuously invoked to dignify the decisions 
taken by a handful Of bureaucrats and 
ministers, at the behest of external agents 
and behind the back of the ministry, let 
alone the parliament or 'the people’, with the 
stamp of universal approval is being exposed 
for the myth it is. A crisis of legitimacy, if 
it is to emerge before the next election, 
requires coherent opposition by organised 
social classes, in crystallising which political 
forces with alternative strategies must play 
a predominant role. Given the dithering and 
the confusion exhibited by the antagonists, 
any crisis of legitimacy seems a far cry yet. 
All the same, through the dithering and con¬ 
fusion a minor crisis of sorts has tentatively 
surfaced in the political establishment, not 
of the kind to threaten the stability of the 
minority government but certainly of the 
kind that embarrasses those tom-tomming 
popular support for their policies. 

Even if the strike by the public sector 
employees in November last year was a token 
gesture, it nevertheless established a point of 
an incipient, if hesitant, opposition. At the 
level of political parties, the CPI(M) leader¬ 
ship, at the recently concluded XIV Con¬ 
gress of the party, was forced to jettison its 
timid political line under pressure from the 
rank and llle and adopt a sterner resolution 
with regard to the party’s attitude to the 
Congress government. The finance minister 
is inclined to dismiss this as public rhetoric 
substantially at variance with how the party 
will conduct itself when it comes to the 
crunch. Such bravado may not be entirely 
misplaced, for even if the left proves him 
wrong, which it is by no means certain, the 
support ot the BJP during the budget 
session may more or less be relied on 
L K Advani has admitted that the govern¬ 
ment’s stability has been ensured by dctault. 

The fact of the visible absence of a non- 
adversarial opposition makes it possible for 


the Congress leadership to ignore the mut> 
terings of dissent within the ruling party. 
Add to this the fact that the ministers who 
are part of this dissent hold less than crucial 
portfolios coupled with the possibility that 
they are excluded from the process of mak¬ 
ing the more critical policies and the 
possibility of a full-fledged revolt in the 
ranks is more or less neutralised. But this 
does not make the finance minister's task 
much easier for even the leading ‘non- 
adversarial' opposition party has qualified 
its support with the caveat that it is not 
bound to support the government on every 
issue, a caveat that is bound to affect 
budget-making. 

Policies to unleash far-reaching changes 
in the economy and society may well be pur¬ 
sued for a while by stealth, but aspects of 
civil society have a way of intruding into the 
processes of the state. All the more so in a 
polity designed to accommodate contending 
forces in the interest of a broader social con¬ 
sensus. Consequently unlike the last budget 
which the finance minister was able to hus¬ 
tle through parliament without the cut 
motions proposed by opposition parlies 
materialising, the passage of the budget may 
not prove so easy this time around in the 
light of the ‘inconvenience’ caused to so 
many representatives of the people by rising 
prices. 

However, the possibilities offered for fui- 
iher mischief are not entirely pre-empted by 
this difficulty, for a factor of outstanding 
inqxrnance is that the five hundred odd peo¬ 
ple who will vole on the fate of the nation 
are all more or less of the unanimous opi¬ 
nion that the people they represent do not 
want another election. This and the lack of 
any faction or parly with an explicitly for¬ 
mulated alternative and willing to assume 
responsibility should the price situation take 
a turn for the worse ensure that the decisive 
moment for seizing the political initiative 
remains unavailable in the near future. In 
such an event the subversion of mass politics 
in the interest of technocratic economics is 
likely to continue and diversionary politics 
within the bounds of the current parliament 


could be the norm. In an age in which it is 
singularly unfashionable to legitimise 
strategic positions by invoking the cause of 
the impoverished, opposition parties rQ>y 
well demonstrate th«r ‘responsibility’ 
refraining from agitational politics. In this 
regard the Dunkel draft which affects 
adversely some sections of the ruling bloc 
has come in handy for various groups to 
retain their credentials. The duplicity of the 
will-o^the-wisp carpings of Congressmen 
and of an opposition majority that, all pro¬ 
testations notwithstanding, is unable to 
stand in the*way of a minority government, 
sit well with the depoliticisation of politics. 

DEVELOPMENT PROGRAMMES 

Organisations Are For 
Ever 

WHEN the prime minister takes the 
bureaucracy to task publicly for over-reliance 
on the local level departmental officials 
instead of identifying and involving the local 
people's organisations in the implementation 
and delivery of programmes like family 
uellare, one cannot fault him for that. Take 
any scheme or programme of social 
welfare —particularly when one programme 
IS hardly distinguishable from another, 
csccpi in name and the personage whose 
memory it is supposed to perpetuate—the 
first thing the bureaucracy can think of is 
to set up a new line of command. In¬ 
terestingly, a son ol ratchet effect operates 
as iar as the expansion of the bureaucracy 
IS concerned When an old scheme or pro¬ 
gramme IS discontinued or abandoned, it is 
hardly ever accompanied by the disband¬ 
ment of the organisational sti ucture that was 
set up lor the scheme or programme. But for 
every new scheme or programme, it is a must 
to set up a new organisation That is why, 
while there is usually strong resistance to the 
abandonment of any scheme or programme, 
if hosvever a scheme is nevertheless abandon¬ 
ed, the strongest resistance is to the disband¬ 
ment of the organisational struetture which 
was set up for the scheme. 

The classic ca.se is that of the Jawahar and 
Nehru Rojgar Yojanas, the two employment 
generation programmes, one addressing the 
rural sector and the other the urban, both 
centrally sponsored schemes, for the im¬ 
plementation of which in their earlier incar¬ 
nations huge organisations had come into 
being at both the central and state levels. 
Departments of Rural Development, with ail 
the paraphernalia that a department must 
have, were set up all over. After it was 
decided that these two schemes would be im¬ 
plemented by local bodies, panchayats and 
municipalitics-7-and that was three years 
back as part of the Nehru Centenary—has 
a single post in the Rural Devehroment 
Departments at the centre or in the states 
been abolished because of redundancy that 
should have followed? Political leaders from 
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lUiiv GaniilH down spoke of red^loyipeiM 
of staff. But. inieresiingly, the nc^ for 
redeploynient didn’t arise, for the bureau- 
cracy saw to it that work was thought of, 
on paper of course, to keep the suff still oc¬ 
cupied. So one main purpose of the decen¬ 
tralisation of the scheme, namely, to 
economise on establishment expenditure, 
was totally defeated. Now that, in spite of 
the NDC decision to transfer centrally- 
sponsored schemes to the states, the prime 
minister has announced that the two Rojgar 
Yojanas will remain with the centre, the 
bureauaacy has again ensured that the 
organisational structure it has created and 
nurtured for the purpose remains intact. 

So, the question does arise of how 
seriously one should take the observations 
which the present prime minister is becom¬ 
ing increasingly fond of making. One 
wonders if these observations are more than 
simple debating points against the entren¬ 
ched bureaucracy and best forgotten. In¬ 
terestingly, when the prime minister was 
chastising his bureaucrats for not identify¬ 
ing the right agency through which to im¬ 
plement the family welfare programmes, he 
did not mention local bodies at all as agen¬ 
cies to be tapped for the purpose. Is that a 
pointer to his thinking on the role of elected 
local bodies? 

THE PRESS 

Abdication of 
Responsibility 

A Correspondent writes: 

THE recent agitation over the running of the 
Navbharu! Times has again brought to the 
fore the old issue of the relationship between 
newspaper proprietors and editors A special 
report in a national daily which carried in¬ 
terviews on the issue with protnincni jour¬ 
nalists and ex-editors has revealed a strong 
disinclination to face up to the problem 
among these senior members of the jour¬ 
nalists' fraternity. Most of them seem to be 
reconciled to the fact that since the pro¬ 
prietors owned the papers they would con¬ 
tinue to dictate to the editors what should— 
or should not—get into their papers. Some 
even went to the extent of stating that a pro¬ 
prietor could not be expected to take finan¬ 
cial risks merely to promote i he opinions of 
his editor, while some wanted more pro¬ 
prietors to become editois. 

While editors are progressively abdicating 
their rights, the owners are gradually tak¬ 
ing over and designating themselves as 
editors—a ttend which till recently was con¬ 
fined to the smaller provincial papers and 
the language press, but which is now 
spreading to the larger national dailies too. 
llie latest to join this class of newspapers 
it The Statesman, where after the departure 
of the last editor, the vacancy has bera filled 
up by the managing director who reported¬ 


ly owns the lion’s share in tiK company. The 
implications should be dear to everyone if 
we remember that most of the national 
dailies are owned by business houses, which 
usually use these journals to project their 
commercial interests and political 
preferences. A report prepared by the Indian 
Institute of Public Administration and 
presented to the Second Press Commission 
in 1981 had described how these owners 
operate: “Inspired news stories are timed and 
planted to influence decision-making in 
government.. newspaper managements 
exercise their choice to ignore or build up 
public images of chosen political per¬ 
sonalities!' in 1969, it was these business 
magnates of the newspaper world who had 
mounted a public campaign through their 
dailies against bank nationalisation, ban on 
privy purses and the Monopolies and 
Restrictive Trade Practices Act. It is not sur¬ 
prising that the same newspapers arc today 
orchestrating a chorus of editorials and 
political commentaries hailing the World 
Bank-IMF sponsored economic reforms, the 
closing down of public sector units, exit 
policy, free entry of multinationals, the 
Dunkel proposals and so on. Surely, such 
practices do not help to make the Indian 
press carry out its social obligations—which 
it is supposed to do in our country, in the 
opinion of our policy-makers. Does the one¬ 
sided assessment of the economic measuics, 
which one gels from the newspapers, ineci 
the people's right lo be informed? 

Most of the editors however seem to think 
otherwise. Even during their tenure as 
editors—before being ou.sied and then 
responsibilities taken over by the owncis-- 
very few dare to resist proprietorial dictates 
They invariably fall in with the proprietors’ 
firm belief that a newspapei should be 
treated like any marketable product, and 
should be fashioned accordingly- primarily 
lo serve the investor's quest for profits and 
other interests. 

Editorial subservience of this type has not 
only been detrimental to the news and 
editorial content of newspapers, but has also 
rc.sulted in a decline in the professional stan¬ 
dards of journalism. The content of 
newspapers by and large encourages a view 
of the world in which progress is conceived 
as individual pursuit ol material possessions 
and devaluation of social responsibilities. On 
the production side, most of the naiional 
dailies arc high on technical qualities (what 
with colour supplements and jaz/y adver¬ 
tisements), but tow on professional editing. 
Sloppily written stories, overlapping of 
paragraphs, misleading headlines, in¬ 
complete sentences, and spelling mistakes arc 
eyesores that disfigure the columns of even 
those old established dailies that at one time 
set the standards of journalism in the coun¬ 
try. Along with the right of upholding 
editorial freedom, the editors seem to have 
surrendered their responsibility for main¬ 
taining professional standards too. 


TWENTY YEARS AGO 

EPW, January 22. 1972 

The massive mandate of the 1971 Usk 
Sabha elections, the crumbling of the Con- 
|gress(0) and the victory in the war with 
Pakistan, among other developments, have 
already made the prime minister the focal 
point of the country's politics. What her 
well publicised interventions in the state 
units of the party are intended to achieve 
is the further strengthening of the reality 
and, no less important, the image of per¬ 
sonal power^ 

li may be suggested that the show of the 
prime minister’s personal control over the 
party will strengthen the Congress in the 
coming elections; that the self- 
acknowledged subservience of the state 
units of the party will facilitate the resolu- 
iion of complicated problems of centre-state 
relations; that the exercise of personal power 
by the prime minister is necessary to cut 
through the tangles of entrenched interests 
to make possible the implementation of ma¬ 
jor socio-economic reforms; that, in sum, 

II IS all necessary for the consolidation of 
the political system. The argument itself is 
not novel, other countries have sought— 
though not always, or even often, with 
success - solutions to the difficult problems 
of naiion-building by vesting all, or almost 
all, powei in a single leader Rut ii is still 
an odd argument for those who profess 
faith III liberal democracy to be making, 
w * * 

In ihe post-victory euphoria, suspension 
of US aid has yielded ‘comprehensive ex- 
ercise.s to give shape to a plan of self- 
reliance’ Past availability of aid has been 
all too easily blamed for the ‘soft options’ 
taken till now and for the neglect of cost 
leduclion. Whal docs the new drive for self- 
reliance amount to? Attempts are to be 
made by the National Committee on 
Science and Technology to suggest better 
use of indigenous materials and production 
of components and machinery which need 
not be imported. The Council for Scien¬ 
tific and Industrial Research is also to 
review ail ns piogrammes with self-reliance 
and productive use in view. 

Yet, even presuming that NCST and 
CSIR have the requisite energy and diligence 
10 piomote technologies in cooperation with 
industry which wilt lead to indigenous 
technical self-sufficiency, their choice of 
techniques would be circumscribed by the 
chosen production pattern. And it is possi¬ 
ble that the consequent ‘self-reliance’ would 
be far from desirable. Just as in 1971 the 
obsession with promoting growth of in¬ 
dustrial promotion led to the emphasis on 
liberal issue of licences, irrespective of how 
these fitted with Plan priorities, self- 
reliance, meaning simply ‘import substilu- 
tion’, might now be pursued irrespective of 
how such import substitution fits in with 
the overall aims of planning. 

The point is ihai no policy for self- 
reliance can have substance without the 
determination .of social priorities first. 
Otherwise, inve.stmeiii would be encourag¬ 
ed and resources allocated just because they 
lead to domestic production of a hitherto 
imported product, however unnecessary 
that product. _ 
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OBITUARY 

The Economists’ 

S R Sen 

AMIYA KUMAR DASGUPTA. friend, 
preceptor and guide of the last three 
generations of economists in the sub¬ 
continent, passed away on January 14, 
1992 at Santiniketan, West Bei^. He was 
born on July 15, 1903 at Gaiia, East 
Bengal. His death has created a void in 
the economist community which will be 
difricult to nil. 

He has left behind his widow (Shanti), 
daughter (Alakananda), son-in-law 
(I G Patel, former Director, London 
School of Economics), son (Partha, Pro¬ 
fessor of Economics, University of Cam¬ 
bridge) and daughter-in-law (Carol) and 
a host of students and admirers. 

He was an outstandingly brilliant 
student of economics from 1922 to 1926 
at the University of Dhaka. He and the 
founder-editor of The Economic Weekly, 
the late Sachin Chaudhuri, were close 
class-mates and respectively obtained the 
Hrst and second places in first class in the 
BA (Economics Honours) examination 
in 1925. Dasgupta was so highly rated by 
his tcadiers that he was appoint^ lecturer 
in economics in the university in 1926 even 
before his MA results were out. He was 
then only 23 years of age He taught 
economics at the Dhaka University for the 
next 20 years. Thereafter, he worked inter 
alia as Professor of Economics at 
Ravenshaw College Cuttack, University 
of Varanasi, Indian School of Inter¬ 
national Studies, New Delhi, the Univer¬ 
sities of Cambridge and Sussex (as 
Commonwealth Fellow) and Javraharlal 
Nehru University. New Delhi (as 
Honorary Professor), until he was 79 
years of age. Thereafter, he retired to 
Santiniketan but continued a very active 
intellectual life until his death 10 years 
later. 

He was a research student at the 
London School of Economics from 1934 
to 1936 in the field of economic theory, 
which was rare for Asian students in those 
days. His research guide was Lionel 
Robbins, who considered him to be one 
of his best students. Among his contem¬ 
poraries In LSE were such luminaries as 
Hick.s, Kaldor, Lerner and Kalecki. 
Rosenstein-Rodan, who was his external 
examiner for the PhD degree, spoke very 
highly of his thesis when I first met him. 

I had the good fonune to be his student 
from 1937 to 1939 and colleague from 
1940 to 1945 in the economics department 
of the University of Dhaka. He was the 
most lucid, brilliant and inspiring teacher 
that I have ever met. When I went to the 
LSE in 1945 as a research student, I found 
few who excelled him in analysis and ex¬ 
position and who could teach me some- 


Economist 


thing in the field of economic theory 
which was substantially more uptodate 
than what 1 had aln^y learnt from 
Dasgupu. He had guided me most 
carefully through the progress of 
economics from Adam Smith to Marshall, 
introduced me to the then novel fields of 
neo<lassical, Keynesian and neo-Murxian 
eoinomics. I still remember the course of 
lectures that he gave in 1937 comparing 
and contrasting Hayek’s Prices and Pro¬ 
duction and Keynes* General Theory and 
later on Hicks’ Value and Capital. So 
impressed was I with his lectures that 1 
gave up politics and law and concentrated 
on economics. Among his eminent 
students whom I know personally, I may 
mention Parimal Roy, Abdur Razzaq, 
M N Huda, Ashok Mitra and Amartya 
Sen. His house with a well kept garden in 
Dhaka was a gathering place not only for 
his favourite students and departmental 
colleagues but also for a numter of local 
luminaries. He was dually fond of 
discussing economics with new groups of 
young students and growing new varieties 
of roses throughout his life, be it in 
Dhaka, Varanasi, Delhi or Santiniketan. 
He delighted in jokes, often at his own 
expense, his heart-warming laughter was 
contagious and his penetrating analysis of 
issues, economic or non-economic, was 
most stimulating. His affection for his 
students in particular was remarkable He 
would take great pains in revising papers 
subniitted by them or clarifying any 
misconception that they might have. But 
he was very particular about intellectual 
honesty and clarity in exposition. He 
could be quite sharp with them when 
necessary. He was thus a true guru. 

Together with his close friend D P 
Mukherji of Lucknow University, he 
helped his class-mate, the late Sachin 
Chaudhuri, to start in 1949 The Economic 
Weekly and in 1966 the Economic and 
Political Weekly in Bombay and was 
chairman of the Sameeksha li-ust, manag¬ 
ing the weekly, for many years. These two 
weeklies have helped encourage and raise 
to eminence many young economists no 
less than our universities, during the last 
four decades. That was largely due to the 
broad policy of ‘light without heat’, 
catholicity and pragmatic approach that 
the three founders had laid down at the 
very outset. Dasgupta was often unhappy 
if the weekly tended to depart from this 
norm. 

Apart from teaching and research pro¬ 
motion, Dasgupu also made nouble con¬ 
tributions, in the field of applied 
economic studies, himself in diverse 
capacities, c g. Senior Economist in the 


intematioiwl Monetary Fund. D^ty 
Director-General, National Council of 
Applied Economic Research, member. 
National Pay Commbsion and Panel of 
Economists, Planning Commission, GOi' 
and Director, A N Sinha Institute of 
Social Studies. It is in this last-mentioned 
capacity that he came in close contact 
with late Jayaprakash Narayan, who drew 
his special attention to Gandhian 
economics. 

He was an Honorary Fellow of London 
School of Economics and President, 
Indian Economic Conference and 
Bangiya Arthaniti Pirishad. 

Dasgupu happens to be the only 
economist in the world who had the 
unique honour to contribute to both the 
Das Kapital centenary volume (Marx and 
Contemporary Scientific Thought, 
Muton, The Hague, 1968) and Marshall’s 
Principles of Economics centenary 
volume (Centenary Essays on Alfred 
Marshall, Cambridge University Press, 
Cambridge, 1990). 

It has been highlighted by Warren 
Young in his book. Interpreting Keynes 
(Polity Press and Basil Blackwell. Oxford, 
1987, pp 189 and 202) that Dasgupta’s 
paper entitled ‘Keynesian Economics and 
Under-developed Countries’ (originally 
delivered as a lecture in 1949 at the 
University of loicknow) published in The 
Economic Weekly in January 1954 (and 
reprinted in the volume entitled Planning 
and Economic Growth, Allen and Unwin, 
London, 1%5 anticipated the famous 
paper entitled ‘Economic Development 
with Unlimited Supply of Labour’'(The 
Manchester School, May 1954) for which 
W A Lewis was awarded the Nobel Prize 
in 1979. When asked whether this over¬ 
sight on the part of the Nobel Prize Com¬ 
mittee even at such a late date as 1979 
should be protested against, Dasgupta 
declined on the ground that Lewis might 
not have read his earlier paper in The 
Economic Weekly and was in any case his 
gurubhai (disciple of the same teacher, 
Lionel Robbins). 

Dasgupta wrote many other valuable 
papers during his long career, some of 
which have been collected in two volumes, 
viz. Planning and Economic Growth 
mentioned above and Phases of 
Capitalism and Economic Theory (CMotd 
University Press, Delhi, 1983). Apart from 
the paper on ‘Keynesian Economics and 
Under-developed Countries’, his other 
papers in these two volumes which deserve 
special mention are; in the Tirst volume— 
(a) On the Assumption of Unlimited 
Supply of Labour, (b) Disguised 
Unemployment and Economic Develop¬ 
ment, (c) Capital and Employment, 

(d) The Theory of Black-Market Prices, 

(e) The Choice of Ibchniques, (0 Inter¬ 
national Economic Imbalance, and 
(g) Commercial Policy and Economic 
Growth; and in the second volume— 
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(h) Pbaaec of Capitaltem And Econoaiic 
Theory, (i) Perfect Competition and 
Economic Theory, (j) Marx and Modern 
Economics, (k) Theory of Class Conflict 
in Classical Political Emnomy. (1) Oandhi 
on Social Conflict, (m) Democracy, 
Socialism and Planning, (n) Marx’s 
Reproduction Scheme and Indian Plan¬ 
ning, and (o) A Framework of Economic 
Planning for India. His two other papers 
in the first volume on ‘The Economic 
Adviser* and ‘Economists and the 
Government’ should be also very instruc¬ 
tive for ministers and government 
economists alike. 

As Dasgupta himself mentioned, these 
papers “relate by and large to problems 
of economic development and have 
special reference to the Indian experience 
in planning. Thus, although the papers 
were written at diff^erent times and under 
different sets of circumstances, there is a 
certain common base to which in general 
they arc linked. ” 

In addition to these papers, Dasgupta 
published five books; (I) The Conception 
of Surplus in Theoretical Economics 
(Dasgupta and Co, Calcutta, 1942), 
(2) iVar and Post-War Inflation in India 
(Khoj Parishad, Calcutta, 1950), (3) The 
Economics of Austerity (Oxford Univer¬ 
sity Press, Delhi, 1975), (4) A Theory of 
Wage Policy (Oxford University Press, 
Delhi, 1976) and (5) Epochs of Economic 
Theory (Basil Blackwell. Oxford, 1985). 

The first book The Conception of 
Surplus, which did not receive the public 
recognition that it deserved because it was 
published in India during World War II, 
was a path-breaking thesis for its time. It 
starts with a perceptive analysis of the 
Static Aspects of Distributional Surplus, 
e g. The Theory of Surplus in Relation to 
Prosperity, The Theory of Surplus and 
Unearned Income, Labour Cost and the 
Differential Theory of Rent and the Ulti¬ 
mate Nature of Costs, thereafter goes on 
to making a critical examination of the 
Earlier Notions of Gains from Exchange, 
Marshall’s Theory of Consumer’s Surplus 
and Its Implications for International 
lyade Theory and the Elasticity of Reci¬ 
procal Demand and Terms of Inter¬ 
national Ihide and finally concludes with 
making several pioneering contributions 
to the Dynamic Aspects of Distributional 
Surplus including Frictional Surplus and 
Money and Dynamic Surplus. The basic 
consideration that prompted Dasgupu to 
write this book deserves special mention 
here. “The maximum principle that 
figures in the economist’s system of equa¬ 
tion”, he said, “has this simple, qualitative 
(as distinct from quantiutive) implication 
that as consumer one prefers that good 
which satisfies a relatively more intense 
desire and as producer one prefers that 
line which, other things being equal, pro¬ 
mises to be relatively more productive. 
What it referred to is not an absolute 


quantity to be maximised but rathm- a 
force whidh dominates human conduct in 
a world of scarcity. And this force works 
itsdf out thiough substitution at the manonT 

At the present juncture in the world’s 
political economy when the relative im¬ 
portance of ‘profit seeking’ under oligo¬ 
poly and ‘quasi-rent seeking’ under oligar¬ 
chy is becoming more significant than in 
the past decades, a study of their respec¬ 
tive roles as determinants of human con¬ 
duct and the questions raised by and 
analyses made by Dasgupta have perhaps 
become even more important than when 
he wrote this book. 

The problems which he raised in his se¬ 
cond book. War and Post-War Inflation, 
still continue to haunt us. Ail the research 
done so far by the followers of Hayek, 
Keynes, Freidman and Myrdal has not yet 
been able to find a satisfactory explana¬ 
tion of the phenomenon of ‘stagflation’, 
for example. 

The main conclusion of his third book, 
The Economics of Austerity, is that under 
capitalism decisions regarding investment 
and production are uken by a class, 
capitalists, who are quite separate from 
the class of labourers. The result is an 
unduly high premium on the production 
of luxury got^s needed and leisure prefer¬ 
red by the former. There is urgent need 
to curb it. 

The basic thrust of his fourth book, A 
Theory of Wage Policy, is broadly in the 
same direction. As he himself explains, 
“The point of view relates to an economy 
which is underdeveloped and is in a stale 
of transition towards industrialisation; in 
which unemployment is large and chronic 
and is due to a deficiency in capital 
resourt'es rather than to a deficiency in 
effective demand; in which, further, while 
there is general stagnation, there yet exists 
a ‘modern sector' where labour is organis¬ 
ed and is in a position to use the weapon 
of strikes to keep up wages. ... as it hap¬ 
pens, most of the underdeveloped coun¬ 
tries of the world today answer to the 
description more or less.” 

These last three books have been widely 
commended by his peers. But it was his 
fifth and last book. Epochs of Economic 
Theory, that has been rightly considered 
outstanding and was later paid the com¬ 
pliment of emulation by several important 
economists, including Morishima. Frank 
Hahn of the Cambridge University com¬ 
mented about this book; “A history of 
economic thought can be dull and design¬ 
ed to show that the past supports the doc¬ 
trines favoured by the author. Not so this 
book. Dasgupta is clear, dispassionate and 
scholarly. His interpretations are crisp and 
exact and the reader is not harassed into 
any doctrinal corral. As a bonus, one has 
a civilised style as becomes so civilised an 
author.” Kenneth Arrow of Stanford 
University, a Nobel Laureate, wrote to say 
that he found this book so good that he 


used it as the basis of an iinportaitt course 
of lectures at his university. It has been 
translated into several languages. Some 
economists like to think of their discipline 
as akin to the natural sciences, where pro¬ 
gress is seen to be cumulative and from 
the particular to the general. In this book, 
Dasgupta traced the development of 
economic theory through specific ‘epochs’, 
marked by particular historical and socio¬ 
economic conditions. He showed that pro¬ 
blems that emerge as crucial at one time 
might turn out to be totally irrelevant later 
in the same economy, and those that were 
relevant in the context of one economy 
might well be irrelevant elsewhere, in 
economics, unlike in many natural scien¬ 
ces, old theories do not die. And they do 
not die not because one is built on the 
other but because one is independent of 
the other. He, therefore, rejected both the 
concept of ‘revolutions in economic 
theory’ and the possibility of anything like 
a ‘general theory‘. 

There is an interesting correspondence 
regarding Alfred Marshall between him 
and Hicks which Stigler thought to be so 
important that he sent it for publication 
together with his own comments. Unfor¬ 
tunately, all three are now dead. It is 
hoped that the editor of the journal to 
whom Stigler sent the material for publi¬ 
cation will find it possible to avoid fur¬ 
ther delay. There are also some technical 
and other notes by Dasgupta left in his 
Saminiketan house. These also deserve to 
be preserved and suitably processed for 
publication. 

Last October, on his way to Baroda to 
visit his daughter and son-in-law, Dasgupta 
spent a few days in Delhi. At that time he 
referred to my recent articles on ‘Com¬ 
mand Economy and Market Economy’ 
and ‘Oligopoly in Oligarchy’ published in 
Economic and Political Weekly and said 
that the issues raised by me as well as the 
undue stress on ‘consumerism’ by the 
business elite and ‘hi-tech weaponry* by 
the military elite of the west, in the 
background of rapid depletion of non¬ 
renewable natural resources and unequal 
consumption of these resources were caus¬ 
ing him serious concern. He said that 
he planned to write another book on 
'Gandhian Economics’ and was collecting 
material for this. He made a reference to 
his earlier book. Phases of Capitalism and 
Economic Theory, at p ix of which he had 
said; “It is my belief that there is much 
in Gandhi’s economic philosophy which 
should find a place in economic thinking, 
and that interpretation of Gandhi should 
not be left entirely to Gandhists”. But that 
was not to be. Drath snatched him away 
before he could write that book. 

He was both an economists’ economist 
and a great humanist. It is indeed meet 
that he could return to Santiniketan to 
find final rest and peace there, amidst his 
books and roses which he so much prized. 
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Chief Minister 
Shri Sudhakarnto Naik 


• Strengthening the Zilla Parishads 
by increasing their administrative 
and financial powers 

• Constitution of a sub committee 
in the Zllia Parishads comprising 
70% elected female represen¬ 
tatives under a lady president, for 
better monitoring of pn>grammes 
for female & child development 

• Elections held for 186 Municipal 
Councils and decision to hold 
eicaioas for the remaining C:oun 
ciis, all Municipal Corporations 
and Zilla Parishads in order to 
restore popularly elected bodies 
in these institutions 

• Setting op of separate Directorate 
at the State level for developmeni 
of women, children and the 
disabled 

• Vigorous implenientalion ol 
Special Action Plan for develop¬ 
ment of tribal areas in distru is ot 
Ciadchiroli. t.handrapur, Yacai 
mal. Dhule and Nanded 

• Pree distribution of NkiIcs to over 
a lakh Adiwasi and backward 
class students in (iadchiroli and 
Chandrapur districts 

• Regular supply of essential com 
modities and sail through lair 
pnee shops in tnbal and drought 
prone areas 

• iargei for t)il-seeds production 
set at 20 lakh hectares 

• Package of pnigrammes for com 
hating the large scale crop failure 
in the State, which includes work 
under the E (l.S to all needy rural 
populace affected by drought, 
digging of irrigation wells on 
farm lands under the E G S.,pro¬ 


Maharashtra Marches Ahead 

As we proudly celebrate the 42nd anniversary of India‘s Republic 
Day, several achievements of Maharashtra's past J/ years flash 
across our minds. Ushering in of the Panchayat Raj ensuring 
grassroots level involvement in administration through decen¬ 
tralisation of power, pioneering the Employment Guarantee Scheme 
conferring the right of work on the rural landless and the needy; 
progressively ensuring social, economic and politicai Justice to the 
Dalits. Adiwasis, Women and other weaker .wetions of society, are 
only a few among these accomplishments 

Maharashtra continues its fonvard march on the road to pro¬ 
gress under the Chief Minister, Shri Sudhakarrao Naik due to whose 
dynamic, far-sighted and pragmatii leadership a number of 
progressive measures have been taken These include. 


viding electricity tor irrigation 
regardless of default in pj> mem 
ol energy chaiges. permitiing lilt 
irrigation from uii noiified tanks 
for drinking purpose, resers mg 
forest grass lantls for gra/mg. 
relaxing Ihe condition ol laking 
up only 25"s, road works under 
the F. Ci S etc 

• Measure to proxide gratuitous 
relief and succour tt> ihe flood 
ravaged people in Nagpur and 
Amravati districts like iom|H-nsa 
lion to the next of km ol ihe 
dead. aid for rehahihiaiion of 
those who lost their .source ol 
livelihood, heasily subsidised 
loans for reconstruction of 
houses de.stroved m floods finan 
cial assistance lor puahase of cat 
lie, providing free school 
uniforms and IxHiks and pavmeiit 
of examination fees to the 
children of flood affected jK-ople 
from the < hief Ministe r s Reliel 
I und 

• I'.nc ouragmg participation ol tlic 
private sector in areas recjuinng 
massive i apiiai invest mem such 
as const rill lion of roads and 
bridges and general ion ot power 

• I*ro\ ision of an outlay ol Rs 2 t5(> 
c rorc III the l-ighth Five-Year Plan 
lor rcilui ing regional imbalances 
in dex clopnicnt 

• .special ini enlives in rc-mote 
underdc-x elopc-cl lalukas to en.sure 
balanced industrial development 
ol the State 

• I5t) industries no longer requir¬ 
ing enx ironmcntal clearance 
listed 

• Scriculiure dex-elopment under 


CtiS on similar lines as 
liorlic iilti: 'C 

Implcmeniaiion ot Village 
Developmciit Through l.ahour 
Poxxc-r Scheme m over 4(M) 
vill.igcs 

Indira Ciandhi Aged l.andless 
l.al)ourcr. Assistance Scheme'm- 
iroclucecl to benefit over A lakh 
old labourers 

Icn likh hectares of land to be- 
hfougtii under horticulture m the 
l-ightli lixc’l'car Plan 
Spc‘ci.il liuraix drive m six 
disiriits siclhiiclurg achieves 
101)"., Iiieraix 

P«-i head per dax incentive to 
p.irciiis ol girls from families 
bcloxx the povertx line to im- 
proxc lilt- girls aiiendance in 
sc bools 

Selling up ol MinoriliC's' 
( omniission 

•A Ks 105 c rorc scheme for all¬ 
round development of the world 
famous .A|anta F.llora caves anct 
ihcir enx irons 

Creation of 15 new revenue 
subdivisions lor Western 
.Maharashtra, Maraihwada and 
Vidarbha regions 

Decision to set up 40 new yarn 
mills in the .Slate 
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THE MARKETS 


Bridging the Edible Oils Gap 


D P Shwrma 

THE edible oils scenario has undergone a 
perceptible change since about the beginning 
of January. Prices which had been ruling 
firm till about the end of December reflec¬ 
ting mainly the failure of the groundnut crop 
in Saurashtra have come down by 4 to 18.S 
'per cent from their January 3 highs (for 
details see the accompanying table). The 
decline in prices has had very little to do with 
the government’s efforts to discipline the 
market through persuasion (voluntary 
groundnut oil price freeze) and coercion 
(dehoarding drive). Apart from being 
altogether ill-conceived, the scheme of 
voluntary oil price freeze wa.s never really 
implemented earnestly by the trade and 
industry. And the dehoarding drive had only 
a marginal impact. Going by press reports, 
the Gujarat government seized groundnut oil 
and seeds belonging to GROWFED worth 
Rs 11.55 croie from Junagad. Significantly 
enough, the entire stock was said to have 
been sold to NDDH GROWll.l) ilii 
state's largest co-operative coinpics -has 
often figured as a buying and selling ageiks 
of NDDB 

The change in ihe market scene is ai 
tributable essentially to the highiv opiinusiu 
assessment of rape.^mustardseed crop pio 
spects based on a 10-15 per cent increase in 
the area sown and good-io-idcal weather 
conditions all through It would perhaps 
seem rather uncharitable if no mention is 
made about the possible contribution made 
by the National Oilseeds and Vegetable Oils 
Development Board (NOVOD) which has 


domestic requirements based on per capita 
consumption of 7 kg a year is amply borne 
out by the continuing pull on prices which 
were marked up to all-time highs during 
1990-91. 

To say that increased aggregate supply of 
edible oils will have a chastening effect on 
the market is to state the obvious but it is 
not saying much really. It is difficult to 
predict hesw the market will behave. Quite 
a good deal will depend on the government's 
policy in regard to edible oil import, 
NDDB's intervention and the general infla¬ 
tionary environment In any case, to view the 
likely decline in prciper perspective it needs 
lo be noted that the ruling prices are 25 per 
cent to 58 per cent higher than those two 
years ago All dial apart, in assessing the 
likely impact ol increased aggregate supply 
on the overall behaviour of edible oil prices 
tnic has lo hear in mind that each oil has 
us own dernand-suptrly equation Mustard 
oil and gtoundnut oil -the two major oils 
accounting lor nearly 70 per cent ol ihe total 
edible oil supply—art not easily subsii- 
luiable because of the differing con-.umei 
preferences This is amply borne oul by the 
big spread between the prices of these two 
oils Since groundnut oil is generally reckon¬ 
ed as a premium oil ii has always been fel- 
chmg a much higher puce lhan mustard oil 

flit anticipated big jump in the produc¬ 
tion ol rapc/mustaid seed will increase the 
asailabihiy ol mustard oil far in excess ol 
the known level ol consumpiion. The spread 


between Ihe prices of groundnut oil and 
mustard oil which has already increased 
from Rs 3,4(X) a tonne on November I, 1991 
to Rs 6,900 a tonne on January 21 may 
widen further when the crop starts moving 
into the market in a big way. This could be 
a cause for considerable concern. 

Lest the heavy discount on mustard oil in 
relation to groundnut oil, which is totally 
unrelated to the cost of production of the 
respective oilseeds, adversely affects the 
fuller exploitation of the growth potential 
of rape/mustard seed, the government will 
need to take appropriate steps to boost the 
consumption of mustard oil to bring about 
a better balance between its .supply and 
demand The least the government can do 
and should do is to allow the use of mustard 
oil up lo 40-50 per cent in Ihe manufacture 
of vanaspaii which will not in any way af¬ 
fect the quality of the product. It should also 
encourage Ihe blending of mustard oil with 
other edible oils Considering how imported 
palmolcin has, over the years, come to be 
accepted by consumers--if largely because 
of iis relative cheapness— there is no leason 
whv ihe use ol mustard oil cannoi be popu¬ 
larised Blending alone will help narrow 
down ihe spread between the prices of dif- 
ferem oils 

Since sell-sufficiency in edible oils is still 
not in sight and the country can ill afford 
to si'end precious foreign exchange to bridge 
Ihe domestic supply-demand gap through 
imports, all possible steps should be taken 
to encourage fuller exploitation of the 
existing oil bearing resources. The current 
production of unconventional oils is placed 


been engaged in the transfer ol improved 
production technologies through crop 
demonstrations at the farmers' Fields by pro¬ 
viding 50 per cent cost of inputs. 

Even on a most conservative reckoning the 
rape/mustard crop is placed at 75 lakh ton¬ 
nes (inclusive of tonal and there are not a 
few who think that if nothing untoward hap¬ 
pens in the next fortnight or so the crop 
might exceed 85 lakh tonnes as against hO 5 
lakh tonnes last season. Two months earlier, 
nobody thought that the crop could turn oul 
to be as big as is now being widely expected. 
A fairly authoritative a.s.sessmeni of 
rape/mustard and other rabi crops will be 
available at the April seminar organised by 
the oil industry and trade. 

On the latest reckoning, oilseeds produc¬ 
tion this season is expected to improve upon 
its last season’s record production, officialb 
estimated at 191 lakh tonnes, mainly becaavr 
of the impressive increase in mustard seec. 
production. In view of the high oil content 
(38-42 per cent) of mustard seed, the total 
domestic edible oil supply is expected to be 
target than in 199(3-91 when the country im¬ 
ported only 1.6 lakh tonnes of edible oils. 
That the total availability fell far short of 


Tabu; Changes in VrortABit On. Prices (Bombay) 
_(Rs per 10 kg)_ 



I.II9I 

3.1.92 

21.1.92 

Year Ago 
21.1.91 

Per¬ 
centage 
Change 
since 
Begin¬ 
ning of 
Season 
(1.11.91) 

Per¬ 

centage 

Change 

since 

3 1.92 

Per- Per¬ 

centage centage 
Change Change 
Compar- Compar¬ 
ed with ed with 
Year Ago TWo 
(21.1.91) YearsAgo 
21.1.90 

Groundnut oil 

370 

380 

357 

394 

-3.5 

-6 

-9.4 

+ 58 

Washed 

coiionseed oil 

345 

332 

296 

330 

-14.2 

-8.4 

-10.3 

+ 58.3 

Sesame oil 

345 

335 

300 

325 

-13 

-8.9 

-7.7 

+ 25 

Kardi oil 

405 

420 

405 

430 

_ 

-3.6 

-5.8 

+ 44.6 

Linseed oil 

335 

347 

325 

340 

-3 

-6.3 

-4.4 

+ 78.6 

Mahuva oil 

265 

265 

265 

250 

— 


+ 6 

+ 39 5 

Rice bran oil 

non-edibie 

185 

180 

174 

163 

-5.9 

-3.3 

+ 6.7 

+ 37 

Rice bran oil 

edible grade 

280 

264 

215 

243 

-23.2 

-18.6 

-11.5 

+ .36.9 

Castor oT 

commt. .al 

177 

177 

174 

146 

-1.7 

-1.7 

+ 20.5 

+ 20 

Rajkot lelia 

(IS kg tin) 

594 

605 

572 

611 

-3.7 

-5.7 

-6.4 

+ 63.4 

Refined soybean 

oil 

337 

327 

287 

330 

-I4J 


-13 

+ 51 

Refined rapeseed 

oil 

336 

328 

288 

335 

-I4J 

-12.2 

-14 

+ 51.6 

Refined 

cottonseed oil 

353 

332 

292 

335 

-17.3 

-12 

-12.8 

+ 53.7 
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around II lakh tonnes as against the poten¬ 
tial of some 24 lakh tonnes. Nearly 70 per 
cent of the oils produced are of edible grade 
What is more, the oils produced from 
oilcakes and minor oilseeds do not require 
any additional deployment of land, irriga¬ 
tion facilities and fertilisers. 

The vanaspati industry has been the prin¬ 
cipal vehicle for the development of un¬ 
conventional oils. The use of these oils in¬ 
volves higher proces.sing costs. The vanaspati 
industry’s plea for a hike/iemoval of the ceil¬ 
ing on the excise rebate for the use of non- 
traditional oils merits serious consideration 
The government should also consider how 
the supply of unconventional oils could be 
increased through incentives for enhanced 
production. The need for devising an ap¬ 
propriate strategy for fuller exploitation of 
the potential of -unconventional oils to 


bridge the supply-demand gap cannot be 
over-emphasised. 

Postscript-. The government’s decision, 
just disclosed, to iihport 3 lakh tonnes of 
edible oils by March-end is dictated pri¬ 
marily by political expediency rather than 
any thoughtful assessment of the emerging 
market scene. That despite the anticipated 
record oilseeds production this season, 
because of the really bumper rape/musiard 
crop, indigenous availability of edible oils 
will still be short of demand will be readily 
conceded. Whether this gap, now officially 
reckoned at 4 lakh tonnes, should be bridged 
through imports involving foreign exchange 
expenditure is an issue on which opinion is 
bound to be sharply divided Rut ccrtainlv 
the timing of the imports is highly ques¬ 
tionable as this IS the time when the record 
mustard crop will be moving into the market 


COMPANIES 
Sluggish Demand 

JCT ELECTRONICS turned the corner and cent in sales on an annualised basis during 
earned a net profit despite a drop of 11.7 per the year ended January 19V| f r .-ss pndits 


The Week's Companies 


lakh) 


JCT Eleciromes Kcivinalor KK International 


Financial Indicators 

March 

1990 

January 

1991* 

June 

1990 

June 

1991 

Maiih 

1990 

March 

1991 

Income/expenses/profits 

Net sales 

I2JI6 

9206 

22900 

76832 

10617 

|()(»()6 

Other income 

2584 

3641 

643 

682 

327 

4M 

Raw materials consumed 

12138 

6135 

16676 

1983H 

1361. 

5262 

Power and fuel 

5.52 

451 

449 

538 

144 

111 

Other manufacturing expenses 

99 

79 

902 

916 

87 

94 

Labour cost 

410 

450 

1682 

1861 

1712 

1799 

Other expenses 

921 

749 

2117 

2553 

2000 

1949 

Operating profits 

2669 

3557 

2484 

2504 

1078 

nil 

Interest charges 

2262 

2079 

66r> 

1043 

147 

■’82 

Gross profits 

407 

1478 

1818 

1461 

111 

37^ 

Depreciation 

1378 

1.572 

429 

456 

ir 

144 

Profita before tax 

971 

106 

1389 

1005 

411 

229 

Tax provision 

— 

- 

480 

478 

121 

- 

Profits after tax 

-971 

106 

909 

527 

289 

229 

Dividends 

— 

- 

81 

126 

120 

165 

LmMities/assels 

Paid up capital 

2744 

2744 

K39 

819 

7^4 

1089 

Reserves and surplus 

1069 

%3 

3821 

4209 

1651 

4326 

Ixing term loans 

9032 

8539 

1.168** 

63I1** 

11V 

610 

Short term loans 

5932 

4148 


_ 

2811 

4784 

Other liabilities 

4040 

2241 

5821 

7595 

4616 

1727 

Gross fixed assets 

II9I5 

12772 

27()r** 

3902*** 

2196 

4852 

Accumulated depreciation 

1821 

3207 

... 

_ 

1452 

1619 

Inventories 

6105 

4467 

4178 

5071 

2.167 

2124 

Of which finished goods 

2649 

1225 

3480 

4176 

1012 

936 

Receivables 

1333 

119.1 

2695 

^804 


5807 

Loans and advances 

1970 

1335 

3346 

2728 

168’ 

1971 

Cash and bank balances 

478 

149 

434 

1183 

272.1 

2612 

Investments 

699 


496 

M 

.’4'; 

219 

Other assets 

_ 


I 

2 

124 

188 

Tbtal liabihlies/assets 

20679 

16709 

1.1851 

IK954 

i22r. 

16576 

Key financial ratios 

Ibmover ratio 

0.61 

066 

1 61 

1 41 

0 87 

060 

Return on sale.s 

3 25 

16.05 

7 94 

1 44 

1 00 

1 72 

Return on investment^ 

1 97 

10 61 

11 12 

1 71 

4 U 

2 25 

^Return on equity (Xk) 

-57.97 

7 14 

19 51 

1044 

6 59 

4.21 

Earning per share 

-3 53 

046 

10 81 

6 28 

1 94 

2.10 

Dividend (4^) 

— 


200 

1 50 

1 80 

1 60 

Hook value per share (Rs) 

6.10 

6 48 

55 52 

60 15 

53 98 

41 22 

Current market price 

— 

28 00 

~ 

I7() 25 

— 

70 00 

P/E ratio 

- 

60.87 

- 

28 06 

- 

13 33 


10 months Total borrowings Net fixed assets 


rose up by 336 per cent over the previous 
year. According to the company, profits and 
profitability would have been even better but 
for sluggish domestic demand, adverse 
exchange partly of the rupee and heavy 
interest burden mainly on account of delayed 
realisation of duty drawback claims. 

The company produced 3,17,821 colour 
picture tubes as against 5,71,403 tubes in the 
previous year—a decline of 33.25 per cent 
on an annualised basis over the previous 
year. There was a sharper fall of 62.8 per cent 
in the production of black and white picture 
lubes from 2,69,436 to 83,426. Sale of col¬ 
our picture tubes was 3,73,954, of which 
1,21,200 were exported. Exports were mainly 
to the LfSSR. Sale of black and white pic¬ 
ture tubes was 1,25,468. 

The company depended largely on 
imported raw materials. Out of total raw 
materials consumption of Rs 61.35 crore, im¬ 
port content was 78 per cent. Export earn¬ 
ings were lower at Rs 21.94 crore than 
ks 47 53 crore in the previous year—a fall 
of 44 6 per cent on an annualised basis. 

With the take-over of Punjab Display 
Devices, the company is also engaged in 
assembly ol watches During the period 
under review, the company assembled 
3,S)0,840 watches as compared to 5,81,650 
watches in the previous year 

I oi the fust four months of the current 
year ended May 1991, the company achieved 
a production ol 1,87,707 colour picture tubes 
and 54,938 black and while picture lubes. 
During the same period it sold 1,43,609 col¬ 
our picture lubes in the domestic market and 
expoited 22,400 Sale ol black and white 
tubc.s remained sluggish at 43,340 

The company installed a plant to 
manufacture deflection yokes. It is also plan¬ 
ning to produce shadow-mask frames, inner 
shields and election guns All this is expected 
to reduce the foreign exchange outgo and 
lower costs 

The company has finalised plans for 
expansion of capacity from five lakh colour 
pictuie tubes to eight lakh tubes 

KI IVINATOR OF INDIA 

Thinner Margins 

KLl.VINATOR OF INDIA passed through 
a diKiculi period in the year ended June 
1991 Industrial relations problems, reces¬ 
sionary trends m the consumer durables 
market and increase in cost of finance 
adversely affected the working results. On 
top of It, purchase of imported raw materials 
was made prohibitively exspensivc by the im¬ 
position of the 150/200 per cent margin on 
the value of letters of credit. 

Despite an increa.se of 17.2 per cent in net 
sales, gross profits showed a decline of 19.6 
per cent mainly due to a 56.6 per cent rise 
in interest charges. Profit before tax recorded 
a sharper fall of 27.6 per cent thanks to in¬ 
crease in depreciation charges. Profit after 
tax dropped steeply by 42 per cent due to 
a rise in effective lax rale from 35.6 per cent 
to 47.6 per cent. The all-round increase in 
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cost or inputt had a significant bearing on 
maigins. 

Exports were afTected by the closure of the 
compressor plant at Faridabad. Foreign 
change earnings fell by 49.S per cent from 
Rs 7.33 crore to Rs 3.70crore. Against this, 
foreign exchange expenditure was Rs 19.66 
crore,. nearly 94 per cent of it on import of 
raw materials, components, tools and spare 
parts. 

R and D contributed new product models, 
new processes, import substitution and value 
engineering. The company spent 0.75 per 
cent of turnover on R and D. The benefits 
from R and D include new of refrigerators 
and mopeds and two energy efficient com¬ 
pressors under active development. 

The company has ambitious plans to 
increase produaion capacity and modernise 
its plant, it plans to accelerate indigenisa- 
tion of the microwave ovens division and to 
take up a backward integration project for 
making super enamelled copper wire. 

lb strengthen the financial base for these 
projects, the company proposes to issue par¬ 
tially convertible debentures worth Rs 44.94 
crore to shareholders and emplcvees 

KEC INTERNATIONAL 

Diversification s 

KEC INTERNATIONAL is the largest 
manufacturer of transmission line towers m 
the country. With the amalgamation of 
Cetex Petrochemicals, the company turned 
into a diversified unit producing methyl ethyl 
ketone (MEK) with effect from June 1, 1990. 

Net sales in the year ended March 1991 
showed a decline of 5.8 per cent over the 
previous year. Gross profits dropped by 29.8 
per cent and profits before tax by 44 8 per 
cent. In absence of any tax provision, net 
profits recorded a fall of 21.1 per cent. 

There was slight rise in the production of 
towers and structurals from 37,492 tonnes 
lo 37,631 tonnes in 1990-91. For the first 
time, the company produced 575 tonnes of 
methyl ethyl ketone. The company is also 
engaged in construction activity. 

The company earned foreign exchange to 
the tune of Rs 29.78 crore (Rs 28.28 crore 
in the previous year) and foreign exchange 
out go was Rs 20.85 crore. Export earnings 
have shown an uptrend in the current year 

R and D expenditure amounted to 0.33 
per cent of turnover. R and D enabled the 
company to acquire a leading position in 
tower designing, manufacturing and testing 
lending to large orders from within and out¬ 
side the country. 

Apart from petrochemicals, the company 
proposes to set up a cement project. With 
priority given to infrastructural develop¬ 
ment, including power generation and 
transmission, in the Eighth Plan, the com¬ 
pany envisages encouraging prospects in the 
coining years. ' 

Funds flow in 1990-91 was Rs 45.10 crore. 
External sources accounted for 81.4 per cent 
of funds inflow. Fixed assets accounted for 
30 per cent of total outflow. 


IN THE CAPITAL MARKET 

Flawless Diamond 
(India) 

FLAWLESS DIAMOND (INDIA), pro¬ 
moted by Uttamchand Jain and his 
associates, is setting up an export- 
oriented unit at Vasai, Thane district, 
Maharashtra, for cutting and polishing 
diamonds with an installed capacity of 
42,000 carats per annum. The cost of the 
project is estimated at Rs 5.71 crore, 
which IS being financed through equity 
capital of Rs 4.6 crore (promoters Rs 1.84 
crore and public Rs 2.76 crore) and ICICI 
foreign currency loan of Rs 1.1 crore. 
Commercial production is expected to 
commence by the first week of February 
1992. To part finance the project, the 
compa.ny is entering the capital market 
with a public issue of 27,60,000 equity 
shares of Rs 10 each at par totalling 
Rs 2.76 crore According to Uttamchand 
Jain, chairman of the company, the pro¬ 
jected turnover at 70 per cent capacity 
utilisation during 1992-93, is Rs 30 crore 
with a net profit of Rs 3 crore The issue 
opens on February 3. The Lead Managers 
to the issue are Canbank Financial Ser¬ 
vices and Fairgrowih Financial Services. 
The shares of the company will be listed 
on the stock exchanges in Bombay, Delhi 
and Ahmedabad 

IDBl 

IMH :'S TRIA L. DE VtLOPMEN T 
BANK Oh INDIA (IDBl) intends to 
rai.se a minitnum amount of Rs .300 crore 
by an issue ol un.secured bonds. IDBl has 
developed three schemes for this purpose, 
namely. Deep DiscouiU Bond, Double 
Option Bond and Regular Return Bond. 
The issue has been fully underwritten. 
The three bonds have been awarded 
AAA’ rating by CRISIL, indicating 
highest safety with regard lo timely pay¬ 
ment of interest and principal. The Deep 
Discount Bond has a face value of Rs I 
lakh and is being issued at a price of 
Rs 2,700. The investor will get a face 
value of Rs 1 lakh on maturity, which is 
after 25 years. The investor, howevei, has 
the option to withdraw at the end of 
every five years. IDBl will also have the 
right to redeem the bonds on the same 
basis. The Double Option Bond is a 
cumulative bond with a face value of 
Rs 5,(X)0. This bond consists of two 
parts. Part A representing principal and 
Pan B the interest and redemption 
premium. The rate of interest is 15 per 
cent pa compounded half yearly, which 
will provide Rs 16,250 on maturity, i e, 
after 10 years. In addition, Pan B has a 
redemption premium of Rs 250 which 
will provide a redemption value of 


Rs I6,5(X) if held to maturity. This 
scheme is unique since the two parts will 
be listed and can be separately traded. 
IDBl is also offering a Regular Return 
Bond which is a non-^umulative bond 
where interest is payable half yearly at 
the rate of 15 per cent pa. The face value 
of this bond is Rs 5,000 and maturity is 
after 10 years. A redemption premium of 
Rs 250 is also payable on maturity. All 
these bonds will be listed on the stock ex¬ 
changes at Ahmedabad, Bangalore, 
Bombay, Calcutta, Delhi and Madras, 
imparting high liquidity to them. The 
bonds offer attractive tax benefits under 
section SOL of Income Ikx Act and sec¬ 
tion 5 of Wealth Thx Act. D-usts and 
charitable institution.s will be eligible to 
invest in these bonds as the bonds qualify 
for investment under section 11 of In¬ 
come Ihx. Lead Managers to the issue are 
J M Financial and Investment Con¬ 
sultancy Services, SBI Capital Markets 
and Standard Chartered Bank, while 
Credit Lyonnais, ANZ Grindlays Bank 
PIC, Central Bank of India, Dena Bank. 
Bank of Maharashtra and Allbank 
F'inance are acting as co-maiiagers. 

Bellary Steels 

BELLARY STEELS AND A LLOYS has 
come out with an issue of IS per cent ful¬ 
ly convertible debentures aggregating 
Rs 11.76 crore to existing shareholders on 
rights basis and employees of the com¬ 
pany. The issue is opening on January 
24. The debentures are fully convertible 
into equity shares at a premium of Rs 5 
on April 1, 1993. The issue will part 
finance the company’s coal-based sponge 
iron plant with an installed capacity of 
60,OCX) TPA at an estimated capital cost 
of Rs 45 crore. Th% project is expected 
to be commissioned b>’ July this year and 
to commence commercial production by 
October. This would enhance the pro¬ 
fitability of the company with an assured 
supply of the basic raw material to its 
existing steel plant. The company has 
posted encouraging working results with 
a sates turnover of Rs 29.32 crore and an 
estimated gross profit of Rs 3 crore and 
net profit of Rs 2.43 crore for the nine- 
month period ended on December 31, 
1991. The announcement of steel de¬ 
control coupled with the reduction of im¬ 
port duties on steel melting scrap and the 
removal of the freight equalisation 
scheme is expected to benefit the com¬ 
pany. The improved current and long¬ 
term prospects of the company have been 
reflected in the movement of the share 
price which was quoted at Rs 80 (ex¬ 
rights) as on January 20 at the Bangalore 
slock exchange. 
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POLICY WATCH 

GATT, the Dunkel Draft and India 

JM 

Dunkel has produced a draft which cleverly attempts to narrow 
OECD opposition by being less than generous to the US vis-a-vis 
European farm subsidies, but balancing this by being overly 
generous to the US on other issues, mainly at the cost of the 
developing countries. The implications for India are ominous and 
the response of the government of India has been disturbingly 
defeatist. 


ARTHUR DUNKEL’s drafi treaty for the 
Uruguay Round of the General Agreement 
on TYade and Tariffs (GATT) is widely seen 
as the last chance for any breakthrough in 
this so far stalemated GATT Round. This 
round of talks has been particularly con- 
trovenial because the GATT ambit is being 
expanded to cover not only trade in goods 
but also trade in services (GATS), intellec¬ 
tual property rights (TRIPS) and trade 
related investment measures (TRIMS). Fur¬ 
ther, the US demand that agricultural sub¬ 
sidies be reduced sharply to help American 
farmers had met stiff European objections 
and led to a virtual impasse. With his draft, 
Dunkel is attempting to short-circuit the 
tedious and seemingly endless negotiations 
so far. But this has only added to the con- 
troveisy because he has chosen to pack all 
the issues into a single text on which only 
minor amendments will be allowed, and 
which countries will either have to accept or 
reject in its entirety. The final negotiations 
on the Dunkel draft began on January 13 
and promise to be stormy, with the deadline 
for agreement extended already from 
February to mid-April. 

Ounkel’s success depends most on a 
resolution of the vexed issue of farm sub¬ 
sidies and access where the US is pitted not 
only against the European Community but 
also against Japan. Reports emanating from 
Geneva before Dunkel submitted his draft 
in end-December had suggested a broad 
compromise between America and Europe 
involving 30-35 per cent cuts in farm sup¬ 
ports over five or six years, conversion into 
tariffs of all barriers on agricultural imports, 
and a guaranteed minimum access for farm 
imports of between 3 and 5 per cent of con¬ 
sumption. In the event, Dunkel proposed 
only a 20 per cent support reduction in six 
years along with the expected tariffication 
and guaranteed import access. The lower 
than expected farm suppon reduction 
should have pleased the European Com¬ 
munity and angered the United States, but 
the Tint reactions were otherwise—France 
dubbed the draft ‘unacceptable’ while the US 
found that it did provide ‘the basic ingre¬ 
dients for finalising the Uruguay Round’. 
Opposition to tarifficatipn of agricultural 
products was stronger with Japan, South 


Korea, Canada, Switzerland, Norway and 
Israel objecting. And import guarantees 
drew strong opposition in the US from both 
sectional farm interests and environmental 
groups. Yet, on the whole, there seems to 
have been a considerable narrowing of the 
intra-OECD gap on farm issues that caus¬ 
ed the talks to fail in end-1990. The US 
seems to have backed down and, as a result, 
the chances for a successful OECD agree¬ 
ment on GATT seem much brighter now 
than at any time since the Uruguay Round 
began. 

However, while this prospect of a suc¬ 
cessful conclusion soon of the Uruguay 
Round may be cause for celebration in the 
developed world, it is likely to be received 
with much less enthusiasm in the develop¬ 
ing countries. In fact, Dunkel has produc¬ 
ed a draft which cleverly attempts to narrow 
OECD opposition by being less than 
generous to the US vis-a-vis European farm 
subsidies, but balancing this by being more 
generous than expected to the US on other 
issues, mainly at the cost of the developing 
countries. Indeed, the generally positive US 
first reaction, despite opposition from 
farmers' lobbies and grumbling by drug and 
textile producers, is testimony that Dunkel 
has managed to satisfy the most important 
of US interests—-the multinational com¬ 
panies. And he has done this essentially by 
Ignoring almost all the provisions entered in 
square brackets by the developing countries 
into the earlier draft at the negotiations 
stage. These concern details in GATT, 
TRIPS. TRIMS and GATS, but also the 
general structure of the agreement, in parti¬ 
cular the disputes settlement mechanism and 
the possibility of cross-retaliation involving 
different aspects of the package. 

‘EouAt Treaiment’ of Unequals 

The main conceptual problem which has 
dogged the Uruguay Round since its incep¬ 
tion has been how to reconcile what has 
hitherto been an agreement regarding cross- 
border trade in goods with the demand by 
the US that trade sanctions be permitted 
against those countries whose national laws 
serve to limit the growth and profitability 
of multinational companies. Moreover, since 


US multinationals are lc» competitive in the 
production of goods than in the production 
of knowledge and services, the need was to 
reconcile GATT with a framework which en¬ 
compassed cross-border investment, trade in 
services, and protection of inteliectua) pro¬ 
perty. This attempt has encountered maiqr 
difficulties, e g. the issue of whether GATT 
can uke over functions performed by the 
World Intellectual Properties Organisation 
(WlPO), and to what extent does free trade 
in services imply the right of individuals to 
migrate across international borders? 

Dunkel’s draft ukes the position that 
GATT is competent on ail these issues except 
those that require changes in immigration 
laws. However, since TRIPS and GATS do 
not involve cross-border trade in goods and 
cannot therefore be related directly with 
GATT provisions, they have been put in 
separate annexures and, in principle, con- 
.stitutc separate agreements, with separate 
councils for dispute settlement. This goes 
some way towards meeting the developing 
countries’ demand for de-linking these 
agreements and ruling out cross-retaliation 
across agreements But, since such cross- 
retaliation was a major demand of ,he US, 
Dunkel provides for the establishment of a 
Multilateral TVade Organisation (MTO) as 
a successor to GATT which hierarchically 
will sit above the three separate councils for 
goods (GATT and TRIMS), services (GATS) 
and TRIPS, and will have power to authorise 
cross-retaliation across agieements. The net 
result is that unlike GATT hitherto, the MTO 
will not only have competence to frame 
policies in many areas other than trade, but 
will also have power to authorise trade sanc¬ 
tions against those countries which fail to 
comply by making the required change in 
their domestic laws. 

Since, by their very nature, both immigra¬ 
tion restrictions and the ability to mount 
effective trade sanctions Work against the in¬ 
terests of developing countries and their 
nationals, Dunkel’s basic approach is funda¬ 
mentally biased. And this bias, expressed in 
the specious language of ‘equal treatment’ 
of unequals becomes even more evident as 
one goes through his draft clause by clause. 
In GATT as it exists currently, there is pro¬ 
vision for special and differential treatment 
for developing countries, and there is also 
concern, particularly in Article XVIll, for 
certain special problems, such as balance of 
payments difficulties, encountered typically 
during the process of economic develop¬ 
ment. These provisions allow developing 
countries, for example, to use quota restric¬ 
tions and other protective devices to contain 
balance of payments problems and promote 
development. Dunkel dilutes these provisions 
considerably. He distinguishes between 
‘developing’ and ‘least developed’ countries, 
denying certain benefits to the former and 
in the process dividing the third world. He 
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•Uo ^lariOes’ Article XVIII in a manner 
which makes it much more difTicuit for 
developing countries to use quotas and other 
protective devices. Most importantly, by 
drawing up TRIPS and GATS as agreements 
different from GATT, he avoids the need to 
extend the existing special provisions to the 
new agreements, and also fails to provide 
comparable new safeguards. 

ADVERSE TO LDCs 

Among the issues in GATT proper, 
developing countries expected to gain most 
from the phasing out of the Multi-Fibre 
Agrennent (MFA) which allows developed 
countries to impose discriminatory restric¬ 
tions on textile imports inconsistent with 
GATT rules. Dunkel's proposals in this 
regard promise a 10-year piia.se-out period 
but in such a slow manner that India, for 
example, will have to wait the full 10 years 
to receive significant gains, there being no 
benefit at all in the first seven years. Here, 
as elsewhere in the negotiations, the US and 
Dunkel used divisions in the ranks of the 
developing countries to push through the 
proposals, pitting in this instance the high 
quota, high wage producers like South Korea 
and Hong Kong against the others. 

On TRIMS, which forms part of the 
agreement on trade in goods, the Dunkel 
proposals are a multinational's dream. These 
seek to remove ‘trade restrictive and distoi- 
ting investment meaciures' and extend ‘equal 
national treatment*. As an illustrative list 
makes clear, offending measures include any 
restriction on multinational companies 
which requires them to use a minimum of 
local content in production, or imposes on 
them any export obligation. These are highly 
significant concessions which substantially 
reduce the bargaining power of host nations 
vis-a-vis MNCs, and are likely to have 
adverse BOP consequences for many 
developing countries, including India. 
Developing countries will have to comply 
with this requirement within five years. 
But, because TRIMS are part of GATT 
proper, there is in this case some defence 
possible under the diluted provisions of 
Article XVIII for developing countries 
claiming balance of payments difficulties. 

No such defence is available in the 
separate GATS and TRIPS agreements. The 
first of these requires that foreign service 
enterprises be treated on an equal national 
footing with domestic enterprises. But the 
ruling out of free cross-border movement of 
persons ensures that this benefit goes almost 
entirely to developed country enterprises in 
capital intensive areas such as banking, in¬ 
surance, communications and transport 
where they have comparative advantage. In 
deference to developing country demands, 
some vague provisions have been made to 
allow temporary migration of skilled man¬ 
power to devdoped countries, but even these 
have been hedged by requirements of 
reciprocity, a concept little used in the rest 
of the Dunkel draft. 


On TRIPS, which has led to the strongest 
opposition to GATT in India, there is utmost 
a total sell-out to the US position with a 
severe curtailment of the sovereign right of 
nations to exclude, in order to serve their 
specific national interests, certain subject 
matter from patentability. The TRIPS draft 
is forthright in stating that “patents shall be 
available for any invention, whether pro¬ 
ducts or processes” and “patent rights 
enjoyable without discrimination as to the 
place of invention, the field of technology 
and whether products are imported or local¬ 
ly produced”. The draft sets a minimum 
expiration period for patents at 20 years, 
dispenses with even the mention of com¬ 
pulsory licensing, and shifts the burden of 
proof from plaintiff to defendants in the 
case of disputes involving process patents. 

IMFI.K AI IONS FOR INDIA 

The implications for India are mainly con¬ 
centrated in three areas. The first relates lo 
the awarding of both product and process 
patents for all categories of inventions, in¬ 
cluding in areas like pharmaceuticals which 
have hitherto come under only process 
patents in India. The Indian Patents Act of 
1970 will have to be extensively changed for 
this, and it is likely that many existing 
technology development projects would be 
abandoned even while future innovation 
would be adversely affected, with associated 
effects on our pattern of domestic in¬ 
dustrialisation and productivity growth. The 
second area pertains to agriculture, and 
covers the granting of product and process 
patents to all bio-technological innovations 
including micro-organisms, and all non- 
biological and micro-biological ptxxxsses for 
the production of plants and animals. This 
means that all plant and animal varieties 
developed outside purely natural surroun¬ 
dings can be pateriicd, and further that even 
natural plant varieties should be protected 
by a sui generis patent system. This has the 
potential implication that soon Indian 
farmers may have to pay royally m some 
form for any new crop that they grow And 
third, Dunkel’s definition of working a 
patent to include imports allows foreign 
firms to refuse granting patent rights and 
insisting on access through import of goods. 
This could mean much worse terms for 
technical collaboration and may even lead 
lo technological blackmail in critical areas. 

In sum, the Dunkel draft extends GATT 
to several areas of purely domestic policy 
unrelated to trade and provides a con¬ 
siderably worse deal to developing countries 
like India than the existing clauses of the 
previous GATT rounds. It reflects clearly an 
international power structure in which the 
interests of developing countries are accord¬ 
ed next to no importance. Obviously, in such 
a context the need is for a policy response 
that retains a hard-headed nationalism even 
while dealing pragmatically with the situa¬ 
tion. What has been the government of 


India’s response to this draft? After a period 
of silence on the issue, on January 12, 
minister of state for commerce Chidam¬ 
baram held a press conference in which he 
attacked the Dunkel draft for being one¬ 
sided and against the interests of develO|>. 
ing countries. Interestingly, however, this 
came three days after a note written by his 
own ministry, and apparently seen and ap¬ 
proved by him, was presented to cabinet. 
According to commerce ministry sources, 
this note presented a very different picture 
from ihe minister’s public stance, suggesting 
that the overall results are the best we can 
hope for in the pteseni circumstances. The 
note apparently suggested that the conces¬ 
sion required of India in matters such as 
TRIPS, services and cross-retaliation could 
be set against the advantages we could reap 
from the liberalisation ot agricultural trade, 
even though the MFA changes would not 
involve .significant gains for us. The note 
therefore proposed that if acceptance of the 
Dunkel package without substantial changes 
emerges as ihe consensus option, as is likely, 
India should accept it. 

DtFEAtisi Response 

Even given the bleak international con¬ 
text, this appears to be a disturbingly 
defeatist approach, which does not ade¬ 
quately take note of the options still 
available to the country Nor docs it specify 
the areas in which India should insist on 
certain conditions being fulfilled as a very 
minimum to signing (he agreement. The 
Indian negotiating stance at Geneva will 
obviously fail to generate any benefits, or 
even minimise the damage, for India unless 
a systematic and definite effort is made to 
ensure that some important principles and 
clauses in the earliei GATT agreement are 
letained. 

The most important of these are the sanc¬ 
tity of a nation’s legal structure, even (hough 
particular laws may need to be changed; and 
a special concern for the development pro¬ 
blems oi developing countries. As to the 
first, (here should be insistence against any 
reversal of the burden ol prooi because this 
IS repugnant to our legal structure, and such 
a modification would also take some sting 
oui of our need to grant product patents 
While retaining process patents. As to the 
second, we should insist on retention 
without any change whatsoever of Part IV 
of the existing GATT agreement pertaining 
to trade and icvelopment, and in particular 
Article XVIII, providing for exceptions and 
concessions for balance of payments 
reasons, which has been considerably 
modified and diluted in the Dunkel draft. 
This IS a demand which focuses on a com¬ 
mon concern of all developing countries and 
is likely to attraci greater support than more 
detailed changes. 

Furthermore, the exact relation of GATT 
to GATS and TRIPS should be specified. If 
these arc lo be separate documents, coun- 
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trial thouM be fitee to sign any or all of tiion 
u they pleaM, and India could then choose 
to sign QATT without opting for the other 
two. This is however unlikely to be conceded, 
and, if so, we should insist that if these are 
to be seen as one document, then the excep¬ 
tions under Article XVIll should be equally 
valid for all parts of the agreement. This too 
is likely to get general support from develop¬ 
ing countries. And it will allow some flexi¬ 
bility to India in situations of balance 
of payments difficnities, in terms of 
trade restrictions and requirements from 
foreign investors as welt as in matters like 
patents, particularly if specific mention to 
Article XVIII is written in particular clauses 
such as Articles 27 and 31 of the TRIPS 
draft Doing so will at least lead to modiflca- 
tion of the requirement to treat imports as 


NOW that ransom has been paid for the 
release of a hostage in Kashmir, for the ump¬ 
teenth time, will the government of India 
cover up its failure to evolve a coherent 
policy on the matter by punishing the press 
and, indeed, the citizen? 

One signal failure of civil libertarians has 
been the neglect of the trends, or straws in 
the wind, until they are faced with a fail 
accompli which is always harder to reverse 
than influence a decision in the making. The 
Telegraph of December 17, 1991 carried a 
report by its correspondent, Pranay Sharma, 
which should have drawn instant and critical 
comment. Sharma has rendered a service by 
exposing a singularly illiberal decision by the 
government of India—a ban on “media 
reporting of kidnapping cases”. He reported 
that “the proposal has been made in a new 
bill likely to be introduced by the centre in 
the current session of parliament”. The bill 
was not introduced. But the proposal has 
gone far enough to be embodied in a draft 
bill which is ready for introduction in parlia¬ 
ment. Criticism of the move now will be 
more effective than of the bill later after it 
is moved and becomes a matter of prestige 
The Hlegraph convspondent’s report is 
a fairly detailed one It is clearly based on 
go<^ information. He wrote: 

Sources pointed out that the centre felt 
that militant outfits were engaging in abduc¬ 
tions in order to get publicity for their cause. 
The proposal to ban media coverage of kid¬ 
nappings and make it a cognisable offence 


working a patent and may even allow some 
compulsory licensing indirectly. 

If even this minimal modification cannot 
be wrested during the negotiations, then it 
is seriously worth considering whether this 
type of multilateralism is really advan¬ 
tageous to India in the current context. The 
problem is that concessions which we may 
be able or willing to make in bilateral 
negotiations, in return for some advantages, 
would under this new agreement auto¬ 
matically have to be extended to all signa¬ 
tories, leaving India with almost no room 
for manoeuvre or bargaining in bilateral ex¬ 
changes. Under the circumstances, it may be 
preferable to opt for bilateral dealings in 
which we may actually be able to get 
something in return for the concessions we 
are forced to make. 


will help in preventing secessionist forces 
from achieving their aim. 

The centre, however, is worried about the 
media's reaction to the proposal and is 
holding informal talks to seek the views of 
members of the profession. The feedback it 
has received so far has not been very en¬ 
couraging since most have pointed oui that 
the ban would amount to a violation of the 
freedom of expression. 

ft has also been argued that merely nut 
reporting kidnapping incidents would not 
help in fighting the menace. There was also 
a fear that such restrictions would be extend¬ 
ed to media coverage of other crimes. 

It has also been proposed to either amend 
the existing law under the Indian Penal Code 
or bring a separate law to make kidnapping 
punishable with death. At present, it 
holds a maximum penally of seven years’ 
imprisonment. 

The media ban was to be part of the *no 
exchange’ policy. That policy has not been 
pursued. On January 17, three jailed 
militants were released in exchange for the 
release of two hostages in Kashmir. But the 
threat of media ban must not be ignored, 
it must be discussed and criticised in public 
New Delhi must be told what people think 
of it. 

in October 1988, it may be recalled, the 
British government used its powers under 
clause 13(4) of the BBC’s Charter and Sec¬ 
tion 29(3) of the Broadcasting Act to forbid 
the BBC and the Independent Broadcasting 
Authority from transmitting any interviews 


with representatives of Snn Fdn, the Utiter 
Defence Association or the Iri^ Republican 
Army or any statement which incite sup¬ 
port for such groups. Geoffrey Robertson, 
a leading QC, characterised even such a ban 
as “a serious infringement on the right to 
receive and impart information”. 

Britain docs not have a written constitu¬ 
tion, embodying a Bill of Rights, which fet¬ 
ter executive as well as Illative powers. But 
we do. Article 19(lXa) embodim the fun¬ 
damental right to freedom of speech and 
expression. Clause (2) of article 19 lists the 
grounds on which alone restrictions may be 
imposed on the right, provided, again, that 
they are “reasonable”. The relevant grounds 
are “public order” and “incitement to an 
offence”. 

The latter clearly does not apply or else 
crime reports can be banished from our 
newspapers. The sole issue, therefore, is 
whether a ban on media reporting of cases 
of kidnapping can be characterised as a 
'reasonable' restriction on the fundamental 
right to freedom of speech. The answer can 
only be in the negative. The press owes a 
duty to report them. Consider the implica¬ 
tions. Will the ban be extended to movies, 
TV and video cassettes? Do they ‘glorify’ 
kidnapping? If the argument is that the kid¬ 
nappers seek the ‘oxygen of publicity', to use 
Maggie Thatcher’s expression, where do we 
draw the line between the kidnapping of the 
diamond jewellers in Delhi and of officials 
and others in Kashmir? Deprived of publici¬ 
ty will the motivation also vanish? The 
motivation is not mere publicity. It is the 
rclea.se from prison of fellow militants. 

One consequence of the ban will be, of 
course, that the government will be able to 
have deal.s with the militants without bother¬ 
ing about public criticism or public clamour 
for the release of the abducted persons. 
There would be a clear disproportion bet¬ 
ween the disadvantages of publicity and the 
dangers which a ban on publicity would 
involve. There is simply.no rational connec¬ 
tion between the twa 

The ban, if a sweeping one, would be 
patently unreasonable, if restrictive in order 
to pass as a reasonable one, it will have 
loopholes. What will you ban and what will 
you allow to be reported? There is a fatal 
flaw. The judges of what is permissible will 
be the bureaucrats and policemen, acting in 
their subjective satisfaction necessarily. 

We can do well without such a pernicious 
law. What is needed is not legislation but 
policy and no policy on kidnappings alone 
will work unless it is an intei^ part of a 
sincere policy of reconciliation with an 
alienated people 

That said, there is one area of restraint 
which should be covered, not by legislation 
but by undersunding with the press, namdy. 
when operations are under way for the 
release of kidnapped persons and pubUdty 
would foil the operations. The press has 
never failed to do its duty when hiiman lives 
are imperilled. 


CIVIL LIBERTIES 


Ban on Reporting Kidnappings? 

A G Noorani 


None of the arguments advanced in support of a ban on media 
reporting of cases of kidnapping is convincing. Such a measure, 
which will breach the fundamental right to freedom of speech and 
expression, will benefit only the government which will be enabled 
to strike deals with the militants without having to bother about 
public criticism. 
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NEW DELHI 

Eroding Political Support for 
^Structural Adjustment’ 

BM 

Time seems to be running out for the ‘structural adjustment’ 
programme much faster than its advocates had bargained for. The 
broad’based opposition to the Dunkel proposals, including within 
the ruUng pany and even the government, which has compelled 
the prime minister to constitute a special cabinet committee 
headed by the minista" for human resource development is a 
significant straw in the wind. 


THE drive for the so-called ‘liberalisation’ 
of the economy launched with great gusto 
by Rajiv Gandhi after he won a massive 
majority in parliament petered out in 
about two years. The much more am¬ 
bitious structural adjustment programme 
for the economy on which the minority 
government headed by Naiasimha Rao 
embarked immediately after its formation 
does not look like going beyond one year. 
There are among its advocates those who 
continue to claim that the structural ad¬ 
justment programme will eventually “lead 
the country to green pastures” even 
though “the grass immediately ahead 
seems to be getting paler and drying up”. 
They still place their faith in the promises 
held out by foreign advisors and financiers 
of the programme that after the transition 
period of two years indicated by them 
when the programme was launched 
everything will be fine However, many, in¬ 
cluding those part of the present political- 
power set-up, are upset by what some hec¬ 
toring foreign advisors are now saying. 
These visitors glibly refer to the experience 
which India should emulate—such as that 
of Mexico which took 10 years to com¬ 
plete its IMF-sponsored structural adjust¬ 
ment programme and Brazil which took 
inflation rates of 900 per cent in its stride 
while the government in India is obsess¬ 
ed with a mere IS to 20 per cent inflation 
rate. 

There is, in fact, strong disinclination 
among all shades of political opinion in 
the country, not excluding many in the 
Congressd) itself, to strictly adhere to the 
imperatives of the structural adjustment 
programme as ordained by the foreign 
creditors. The government, however, 
seems to draw its inspiration from the 
World Bank which has advised that 


“governments do well to capitalise on the 
broad, politically short-lived mandate for 
reform that crisis confers by front-loading 
the reform programme” and further that 
“erring on the side of speed appears to be 
best. Speed also makes sense if political 
opportunity for reform is unlikely to last!’ 
Time, however, appears to be running out 
for the Narasimha Rao gowmraent much 
sooner than it had bargained for. There 
are clear indications of nervousness in the 
ruling circles. 

The Uruguay Round of GATT negotia¬ 
tions on global trade has in particular 
queered the pitch for the government. The 
director-general of GATT, Arthur Dunkel 
has cogie out with a ‘take it or leave it’ 
package which, while leaving sufficient 
scope for the developed countries to make 
adjustments in their positions, has shown 
scant regard for all the reservations 
expressed by the developing countries. In 
spite of the attempt in the commerce 
ministry and the vociferous urgings by 
industry and trade organisations, to sub¬ 
mit to the Dunkel package, the govern¬ 
ment was forced to ask for more time to 
give its view because of the dissenting 
voices raised within the cabinet itself. A 
cabinet committee headed by the human 
resources development minister, Arjun 
Singh, who otherwise had nothing to do 
with this matter, was constituted to look 
into the Dunkel package. The committee 
proceeded to invite leaders of major 
political parties, industry and trade 
organisations and prominent citizens for 
discussions. The commerce ministry had 
actually moved to accept the Dunkel pro¬ 
posals ‘ as the only option” in the final 
phase of GATT negotiations which started 
in Geneva on January 13. This move has 
now been stalled. 


The provisions of the Dunkel package 
are sinister. According to the expert non- 
official body, the National Working 
Group on Patents, which has made an in- 
depth study of the Dunkel package, it 
threatens the Latin Americanisation of the 
Last and the South. On trade related in¬ 
tellectual property rights (TRIPS) the 
sovereign right of the developing countries 
to exclude certain matters from paten¬ 
tability in order to serve their national 
interests is completely taken away. The 
Dunkel draft treats import of a patented 
product to be equivalent to the working 
of the patent in the country. It also 
abolishes the safeguard of compulsory 
licensing. No obligations are imposed on 
patent-holders. On the other hand, the 
burden of obligations on the developing 
countries is increased. The ‘burden of pro¬ 
of has been explicitly shifted from the 
plaintiff alleging violation of intellectual 
property rights to the defendant. The 
Indian Patents Act, 1970 will have to be 
extensively changed to harmonise it with 
the Dunkel package on TRIPS. The draft 
provides for cross-retaliation if the coun¬ 
try fails to bring its law in conformity with 
the TRIPS agreement. The draft agree¬ 
ment also transfers dispute settlement 
from WIPO to GATT, in violation of the 
declaration of Punta Del Est. Any kind 
of differential treatment for developing 
countries in view of their low level of 
technological development is rejected. 

It provides only for a transitional 
arrangement—a time-bound mechanism 
aimed at enabling governments to bring 
their national laws into conformity with 
the TRIPS draft. Developing countries 
like India are given 10 years to change 
their laws. The draft, however, takes away 
the benefit of even this transitional 
arrangement through a ‘pipe-line protec¬ 
tion* clause under which subject matters 
excluded so far from patentability will 
have to be accepted from January 1993 
itself for the purpose of grant of protec¬ 
tion from the year 2003 for the remain¬ 
ing duration of rights effective from the 
date of filing qf the patent application. 
In other words, the claim that the TRIPS 
transitional arrangements involve a con¬ 
cession to the developing countries is un¬ 
founded. Pharmaceptical companies have 
pointed out that it takes 10 years from the 
date of filing of a patent to market a phar¬ 
maceutical product which would mean 
that in any case protection would only be 
necessary from the year 2003 onwards. 
Many of the existing technology develop- 
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ment projects being pursued in public 
research laboratories and in-house 
R and D establishments will have to be 
abandoned if the Dunkel proposals on 
TRIPS come into force Another clear im¬ 
plication of the proposed transitional 
arrangement will be that in the areas of 
technology protected by applications for 
patents filed in 1993 for acceptance in 
2003 no investment will be undertaken by 
local enterprises. 

As regards trade related investment 
measures (TRIMS), the Dunkel proposals, 
if accepted, will force India to lift all 
restrictions on foreign investment. While 
offering national treatment to external in¬ 
vestors, it would not place any obligations 
on the latter relating to export promotion, 
use of local raw-materials, or any other 
performance criteria. The impact of these 
proposals would be that foreign invest¬ 
ment will enter mainly low priority sec¬ 
tors or areas with high turnover to invest¬ 
ment ratios. Foreign capital would merely 
create conditions for greater drain of 
foreign exchange resources. 

The impact of the Dunkel proposals 
would be manifold on the agricultural sec¬ 
tor. No distinction is made between sub¬ 
sidies to promote self-reliance and food 
security and those to boost exports of 
agricultural products. Acceptance of the 
Dunkel package will make it practically 
impossible for the government to give any 
form of price support to farmers, as it 
prohibits support beyond 10 per cent of 
the value of agricultural output in the 
developing countries. At the same time, 
subsidies for agriculture which would in 
reality be used by the developed countries 
in support of their own producers would 
not come under the purview of the pro¬ 
posals. Input subsidies for farmers will 
also not be possible since the Dunkel pro¬ 
posals allow them only for very restricted 
groups of farmers. 

The public distribution system in India 
will have to be dismantled since food aid 
will have to be limited on the basis of 
nutritional criteria. The government will 
be forced to allow import of agricultural 
commodities since the removal of all non- 
tariff barriers and tariffication on the 
basis of differences existing in 1986-88 
between domestic and international prices 
and its reduction has been made obli¬ 
gatory for the developing coumries as 
well. The government will not have the 
freedom to take measures to protect the 
farmers from the grave consequences of 
these imports since the very limited 
safeguards which are available have been 
clearly laid down. Further, Dunkel 


demands that a minimum market access 
of 2 per cent of domestic consumption 
has to be given by 1993 and this is to be 
increased to 3.33 per cent by the year 2003, 
which will lead to further drain of foreign 
exchange. 

In the services sector, Dunkel em¬ 
phasises liberalisation of only those ser¬ 
vices in which the developed countries 
have a distinct comparative advantage 
(banking, insurance, communications, 
transport, etc). This would obstruct the 
development of key services in the 
developing countries. Dunkel provides for 
service enterprises of developed countries 
to be treated on an equal footing with 
domestic enterprises of the developing 
countries. The free movement of skilled 
and unskilled labour, a service area in 
which developing countries may have a 
comparative advantage, is controlled by 
the stringent immigration law.s of 
developed countries which are, of course, 
not to be touched. 

Then there are the invidious GATT 
rules. Article XV1I1:B pertaining to the 
use of quantitative restriaions by develop¬ 
ing countries to overcome their balance 
of payments difficulties has been rendered 
totally ineffective in the Dunkel package. 
Special provisions have been provided 
only for the least developed countries as 
recognised by the United Nations. The 
withdrawal of the special status for other 
developing countries would create a situa¬ 
tion where spurious equality of treatment 
would be applied to unequal participants 
in the world economy—the developed and 
the developing countries. The GATT in¬ 
tegrated disputes settlement system and 
the Understanding on Rules and Pro¬ 
cedures governing settlement of disputes 
as proposed in Dunkel draft is completely 
unacceptable, when viewed against the 
background of the fact that the GATT 
machinery is going to adjudicate issues 
which would compromise the sovereignty 
of countries. Sutements to the effect that 
India would benefit from the new 
Disputes Settlement System (DSS) are 
totally irresponsible, becau.se the DSS pro¬ 
vides for a system of cross-retaliation. Im¬ 
provements elsewhere, if there are any, 
were already put in place by the GATT 
decision of April 12, 1989 (L/6489) en¬ 
titled improvements to the GATT Dispute 
Settlement Rules and Procedures'. The 
inclusion of the same procedures in the 
Dunkel draft has grave implications, since 
the DSS is meant for adjudicating 
disputes over trades in goods, it is now to 
be extended to new areas like TRIPS, 
TRIMS and Services. For example, in case 
of a dispute, if a request for establishing 


a GATT panel is made, it is the GATT 
secretariat which is empowered to propose 
nominations to the panel. Such a system 
would ensure that disputes involving the 
sovereign rights of countries will be 
decided by a body over whose constitu¬ 
tion the developing countries will have lit¬ 
tle control. The GATT DSS will be used 
to legislate on the basis of the GATT 
secretariat’s interpretation of issues of 
crucial significance. Since the GATT 
agreement is proposed to be ratified 
through a single protocol, it does not 
allow any one member-country to exercise 
its sovereign right to opt out of 
agreements which are contrary to its 
interests (e g, TRIPS, TRIMS, etc). There 
is no reason why the practice of having 
separate agreements on each issue area 
which would require separate retification 
should not be continued. 

The commerce ministry is believed to 
have advised the cabinet to accept the 
Dunkel proposals on the ground that what 
is possible in the GATT round are only 
"minor adjustments and fine tuning” and 
that an international accord on the basis 
of Dunkel package may help us to "buy 
peace” in trade relations with the 
developed countries. This is clearly unac¬ 
ceptable Already the people are beginning 
to rise in protest against the policy of 
capitulation under the structural adjust¬ 
ment programme The left parties have 
voiced their opposition and BJP too has 
criticised the Dunkel proposals. Reserva¬ 
tions have been voiced within the cabinet 
itself and they have led to the setting up 
of a special cabinet committee to make a 
close examination of the proposals. 

The danger is that the developed coun¬ 
tries and the international financial in¬ 
stitutions, taking advantage of the 
political and economic vulnerability of 
India at present, will try to side-track op¬ 
position to the Dunkel proposals with 
false promises of large-scale financial 
flows and transfer of technologies for the 
so-called modernisation of the economy 
to satisfy the consumerist demands of a 
thin upper stratum in the country's dual 
society. The moves, opep and surrep¬ 
titious, of powerful lobbies at work within 
the government and of business interests 
with strong collaboration links with 
multinationals have also queered the pitch 
for the government in the GATT negotia¬ 
tions. It is necessary, therefore, that the 
prime minister must himself come out in 
the open on the Indian position on the 
GATT round and his statement must be 
presented to and debated in the coming 
session of parliament. 
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Siren Song of Rupee Convertibility 

S K Vei^hese 


Making the rupee convertible before a substantial improvement in 
the balance of payments, in inflation and in the fiscal deficit is a 
sure recipe for disaster. 


THERE is great excitement in the market 
at present about the prospects of immi¬ 
nent rupee convertibility. Market parti¬ 
cipants have already conjured up romantic 
visions of the integration of the domestic 
financial and foreign exchange markets 
with the global market and the golden op¬ 
portunities it would offer for “playing the 
market”. However, importers and import- 
dependent industries are in jitters, their 
nervousness can be understood from the 
potential effects of the rupee sliding in the 
event of premature convertibility—some 
even venture to suggest a level as low as 
Rs 50 per US dollar. Though the market 
has quietened down a bit, rumours are still 
alive. However, discussions with a few 
selected bankers, brokers and commercial 
market participants revealed that they 
have very little understanding about the 
possible forms and substance of a conver¬ 
tible rupee, or the implications for the 
economy and balance of payments or even 
the essential conditions necessary to make 
a convertible currency function in prac¬ 
tice without drastically undermining the 
economy and cost-price relations. 

Basics or a Convertible Currency 

A convertible currency is one which can 
be converted into foreign currencies and 
can be used freely for payment of goods 
and services, including travel, without any 
limitation. This is to be contrasted with 
a controlled currency which cannot be 
converted into foreign currencies without 
prior authorisation because of exchange 
controls imposed in that country. The cur¬ 
rency convertibility concept in its present 
connotation originated in the Bretton 
Woods era. ^ut with the experience gained 
over four decades with the operation of 
differential trade liberalisation, non-trade 
restrictions, diverse exchange rate arrange¬ 
ments, etc, a multiplicity of mixes of dif¬ 
ferent degrees and types of controls, 
freedom of trade and payments and ex¬ 
change tate arrangements can be envisaged 
for a convertible currency. The Bretton 
Woods concept of convertibility had cer¬ 
tain basic features: (a) freedom of trade 
and payments for current account trans¬ 
actions, (b) application of fixed exchange 
rate (par value) in respect of payments for 
current account transactions, and (c) na¬ 
tional endeavour to maintain adequate 
reserves, supplemented by multilateral 


reserves under the IMF quota system to 
meet any temporary shortfalls between 
supply of and demand for foreign ex¬ 
change in the market. Capital account 
transactions were explicitly excluded from 
the purview of the Bretton Woods scheme 
of convertibility. 

It is relevant to note that convertibility 
of currencies was not introduced straight 
away under the Bretton Woods agreement. 
A transition period of five years was 
allowed, but in actual practice it took over 
15 years for currency convertibility to 
come into effect in the early 1960s. In the 
meantime, and even later also, a number 
of countries adopted differential trade and 
payments liberalisation (tied-aid, sale of 
arms, redirection of government purchase, 
adjustment oi tax to provide incentives to 
exports and disincentives to imports, even 
payments unions) in accordance with their 
actual and evolving balance of payments 
requirements. These measures were in¬ 
tended to tackle the supply-demand im¬ 
balances from their own resources. Major 
European currencies became fully conver- 
libl'* only when their balance of payments 
position improved and the future pros¬ 
pects, including for macro-economic 
stability, looked good. It is instructive to 
note that currencies were not made con¬ 
vertible for improving the balance of 
payments or tackling the pre.ssure on 
balance of payments (as is being propo.sed 
in India) but an improved external sector 
was regarded as a prerequisite for currency 
convertibility. 

Forms oi Rupi.l CoNVfRTiHiLirv 

While assessing the prospects for mak¬ 
ing the rupee convertible, it is es<>ential 
to keep in view the limiting framework 
within which it can function in India. 
Since the rupee (pegged to the pound 
sterling until 1975 and thereafter foi a 
while linked to a currency basket with 
more or less automaticity) is now a 
managed floating currency, there is con¬ 
siderable leeway for flexibility. The IMF 
classifies the Indian rupee among manag¬ 
ed floating curiencies and not among 
basket-lir ked currencies. In any converti¬ 
ble currency scheme for the rupee, the ele¬ 
ment of flexibility should remain' as good 
as under the present managed floating 
arrangement, otherwise it would be a 


retrograde step. The second constraint 
arises from the current precarious balance 
of payments position and its highly uncer¬ 
tain prospects in the short and medium 
term. It would be unrealistic under the 
present unfavourable domestic and inter¬ 
national environment to expect a turn¬ 
around in oar current account to generate 
an adequate surplus, or even a balance to 
sustain full-fledged or partial rupee con¬ 
vertibility. In the short term even an ac¬ 
tual decline in export earnings in foreign 
currency terms is also a distinct possibility 
as foreign buyers try to cash in on a part 
of the windfall profits accruing to ex¬ 
porters from the depreciation of the rupee. 
A third constraint stems from the poten¬ 
tial for one-way anticipation emerging in 
the market on account of fears about the 
sustainability of the liberali.sed current ac¬ 
count regime and the potential for a policy 
reversal. Fourthly, as the burden of pro¬ 
viding incentives to the export sector has 
been now shifted to the foreign exchange 
market through exim scrips, any alter¬ 
natives to relocate this burden are difficult 
to envisage due to the severe budget con¬ 
straint. Therefore, any scheme of rupee 
convertibility must necessarily accom¬ 
modate an clement of premium on the 
scrips for the export sector. 

Theoretically we can envisage three 
broad forms of rupee convertibility which 
can subsume several mixes of major 
features of a convertible currency. An 
assessment of their implications can help 
in determining whether convertibility of 
the rupee is feasible now or in the near 
future. 

(1| One form of convertibility that can be 
envisaged could include the following 
elements: (a) freedom for current account 
transactions and payments, (b) applica¬ 
tion of suitably managed floating ex¬ 
change rates for all current account trans¬ 
actions. except for imports and other 
remittances covered by the exim scrips, (c) 
appropriate controls over capital account 
transactions, and (d) maintenance of (or 
endeavour to maintain) adequate reserves 
to bridge supply-demand imbalances in 
the foreign exchange market. 

The difficulty of sustaining the above- 
described type of rupee convertibility is 
obvious. Freeing all imports and other 
current account remittances so long as we 
have large budget dcficit.s, enormous pent 
up demand for imports (low price elastici¬ 
ty and high income elasticity perhaps for 
imports), high inflation and rising infla¬ 
tionary expe(;iations, tight money condi¬ 
tions and above all low reserves may prove 
a sure recipe for economic disaster. Our 
reserves will be too meagre to meet the 
avalanche of sustained outflow.s. With 
recessionary conditions prevailing in the 
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deveioped countries and the complete 
disruption of trade with the eastern Euro¬ 
pean countries and the independent states 
of the erstwhile Soviet Union, any signifi¬ 
cant improvement in exports in the short 
and even the medium term can be ruled 
out. Added to this is the tight condition 
of international capital markets and the 
financial and banking crisis in the US, 
which make access to foreign capital dif¬ 
ficult. The fragility of our credit rating 
also needs to be reckoned with. 

(21 Another form of rupee convertibility 
that could be considered could include 
(a) free current account tran.sactions and 
relative payments, (b) exchange rate as 
determined by a ‘dirty float’ (a free float 
IS inconceivable in the case of India), (c) 
appropriate controls on capital account, 
and (d) RBI intervention in the market to 
modulate the volatility and sharp depreci¬ 
ation of the rupee. 

Even in rupee convertibility combined 
with dirty floating, the need for large 
reserve use can be expected to persist. If 
there are no interventions the rupee may 
fall drastically with serious consequences 
for domestic costs and prices, triggering 
a vicious cycle of inflation and currency 
depreciation. On the other hand, if the 
RBI is to intervene, it must have a fairly 
good idea of where the market will take 
the rate if left entirely to market forces, 
how individuals, firms and foreign ex¬ 
change dealers will respond to exchange 
rate changes, etc This may be an extreme¬ 
ly difficult task as we have no reliable data 
to guide us or precedents to go by in 
assessing the market reaction The pro¬ 
blem of genuine exporters and importers 
will be compounded by the lack of ade¬ 
quate forward cover facilities. The 
distorted demand-supply position, the 
lack of a firm anchor to forward margins 
based on interest differentials and the in¬ 
evitable one-way expectations will hinder 
the forward market from providing ex¬ 
change risk cover at rea.sonable cost. On 
the other hand, the development of an 
efficient and adequately deep forwaid 
market requires freedom of movement for 
short-term capital, a fairly broad and li¬ 
quid short-term financial asset market and 
market-determined asset pricing. The 
Indian financial market is a long way from 
this situation. 

(31 .A third form of rupee convertibility 
that can be envisaged is basically an exten¬ 
sion of the cxim scrip scheme, though in 
a simple and more generalised form. The 
component elements of this variani of 
convertibility could be the following: 
(a) partial freedom for current account 
transactions, (h) market determined e.x- 
change rate for b.*! to 70 per cent of export 
proceeds and foi a mayor part of imports 


(excluding bulk imports, drugs, guverrs- 
meni purchases, defence requirements, 
etc), travel and other remittahees, (c) of¬ 
ficially determined rate for 30-35 per cent 
of export proceeds sold to the RBI, prefer¬ 
red imports, bulk imports, etc, and (d) sale 
of foreign exchange by the RBI at market 
related rates to augment the supply, 
depending on developments in the ex¬ 
change rate and market conditions. This 
form of convertibility will help to 
eliminate the cumbersome exim scrip pro¬ 
cedures by enabling exporters to realise ex¬ 
port proceeds at exchange rates incor¬ 
porating the premium otherwise available 
through the exim scrip by a single trans¬ 
action. Besides, the separate issue, sale, 
etc, of the scrip in the market can also be 
avoided. Despite its simplicity, rupee con¬ 
vertibility via an extended cxim scrip, or 
any other equivalent scheme in effect 
means a dual exchange rate system coupled 
with freedom for current account trans¬ 
actions. The attendant problems of pres¬ 
sure on reserves, potential for steep 
depreciation of the rupee, the vicious cycle 
of cost-price escalation and currency 
depreciation, etc, are likely to be no less 
inien.se in this form of convertibility than 
in the other forms. The identifiable 
benefits, viz, access to a part of export 
proceeds at the official (concessional) rate 
and opportunity for profitable market 
intervention for the RBI are actually 
unintended benefits of an exchange rate 
reform. 

In all forms of rupee convertibility in¬ 
volving freedom of current account trans¬ 
actions and controls on capital account 
transactions, we have to reckon with the 
scope for capital outflows due to the in- 
distinguishability of the current and 
capital accounts in actual practice. The 
revolution in telecommunication and in¬ 
formation technologies, the adyent of in¬ 
novative pricing and payment techniques 
and the growing activities of multinational 
companies, including those of Indian 
companies abroad, have progressively 
eroded the di.stinction between current 
and capital account transactions. It would 
be extremely difficult to track such 
outflows once convertibility is introduced. 

Whatever form and substance lupce 
convertibility may take, the consequences 
for the balance of payments and the 
economy in general under the present and 
emerging domestic and iniernational 
economic and financial environment 
would be disastrous. Rupee convertibility 
IS an advcntuious step which the country 
can hardly afford to take at this critically 
uncertain stage. On balance, the conti¬ 
nuance ol the current exchange rate 
arrangement of managed floating, with 
discrete differential liberalisation of cur¬ 
rent account transactions in stages, would 


be a better strategy for the time being. The 
chief merit of the present arrangement is 
that it can be made adequately flexible, 
taking into account the underlying econo¬ 
mic fundamentals and the developments 
on the balance of payments front. It also 
provides a real as well as a psychological 
anchor both to the exchange rate and 
market expectations of the current ac¬ 
count situation. On the other hand, if the 
rupee is made convertible, it may mean 
that the policy-makers arc ignoring a fatal 
flaw in our economy, i e, its inability now 
and in the near future to generate a sus¬ 
tained increase in the supply of foreign 
exchange through exports, while imports 
and other remittances are in the grip of 
strong real and speculative pressures. A 
reasonable improvement in our balance of 
payments position, in inflation and in the 
fiscal deficit is essential before we can 
take the plunge of making the rupee 
convertible. 
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New Economic Policy and Indian 
Federalism 

Anud lUiy 

In the existing financial and planning arrangements the new 
economic reforms cannot fructify. The basic question is: can a 
deregulated market-oriented economy blossom in a centralised 
federal polity? 


ALTHOUGH it is too early to projea the 
outcome of the new economic po^, a likely 
effect of this policy is a significant change 
in the pattern of the country’s centie-sute 
relationt. The economic reforms underuken 
by the P V Narasimha Rao government, it 
should be poted, were born primarily out of 
government rather than market failure, and 
as such, will in aU probability generate forces 
in the direction of decentralising power. The 
aim of this paper is to analyse the implica¬ 
tions of a major segment of the new reforms, 
that is, the new industrial policy, for inter¬ 
governmental relations and to emphasise the 
need for restructuring of such relations, so 
that the reforms fructify. 

In a federal setting there is a close link bet¬ 
ween the ideological stance of a regime and 
the concept of ’levels’ of government. The 
more a regime is positively orientated to 
welfare statism and regulated growth, the 
mote there is a strong possibility for the cen¬ 
tral level to grow powerful and the more 
there is a chance for a .sort of hegemonic 
federalism to emerge.' And, the more a 
regime is liberal and is related to the in¬ 
strumental value of a market economy, the 
more there is a possibility of inter¬ 
governmental relations being based on 
decentralised networking rather than hierar¬ 
chical control. 

However, in this connection two variables 
arc significant. One is the nature of the crisis 
propelling the need for a major economic 
policy shift. Whenever an economic crisis 
arises as a result of market failure as was the 
case of the 1929 Depression, there arises a 
demand either from the larger public or 
from the ruling classes or from both, for a 
powerful national government to regulate 
the chaotic market forces. This produces the 
need for a reappraisal of the pre-existing 
priorities resulting in a new policy priority 
of growth-cum-welfarc statism as was em¬ 
bodied in the American New Deal. This has 
the effect of strengthening immediately the 
national level of government and generating 
later a strong centralising tendency in the 
working structure of inter-governmental 
relations. However, in case government 
rather than market failure explains a crisis, 
there is inevitably a demand for deregula¬ 
tion and restoration of market autonomy. 
And, concurrently theje is a hostile public- 
reaction against centralised state control. 

The second variable is the public image 


ot tne state and local governments. In the 
US, for instance; the states' proven capability 
in recent years to manage the distribution 
of limited oil and gas resources in the wake 
of the Arab oil embargo, their increasingly 
impressive record on the civil rights issue and 
their united response to policy challenges on 
international trade, etc, have enhanced the 
status of the state governments and have 
established the legitimacy of the states as 
autonomous polities. The resultant 
favourable public image of the sub-national 
levels in American federal government seems 
to have put a brake on the centralising im¬ 
pulses of the'national government and to 
herald a new dawn marked by “non¬ 
centralisation in the federal system’’.^ 

In India the mounting economic crisis in 
recent years has its roots in government 
failure to regulate the national economic 
forces. While the rise of an overgrown 
national government with its enormous 
economic power such as industrial licensing 
and other regulations has resulted in a 
virtual strangulation of the market economy, 
it has at the same time led to the emergence 
of India's hegemonic federalism. India’s 
federal structure was conceived of mainly in 
terms of co-operative parameters, notwith¬ 
standing the fact that this has a certain m- 
built impulse towards central dominance.' 
However, the ideological stances of India’s 
erstwhile political decision-makers on mat¬ 
ters of social and economic development and 
a strong power psychology of the national 
bureaucracy supported by macro political 
and economic forces of various types com¬ 
bined together to transform a somewhat co¬ 
operative federalism into an almost wholly 
hegemonic federalism. 

Since the ideological framework of 
economic development and the regulatory 
tools on which the government had relied 
for about 40 years have failed to deliver the 
goods, and since, moreover, an economic 
crisis has now emerged, an appraisal of 
government role, priorities and tools seems 
to have ensued. From this has resulted the 
new economic policy. As the Statement on 
Industrial Policy says, “The attainment of 
technological dynamism and international 
competitiveness requires that enterprises 
must be enabled to swiftly respond to last¬ 
changing external conditions that have 
become characteristic of today’s industrial 
world. Gewernment policies and procedures 


must be geared to assisting entrepreneurs in 
their efforts. This can be done only if the 
role played by the government were to be 
changed from that of only exercising con¬ 
trol to one of providing help and guidance 
by making essential procedures fully 
transparent and by eliminating delay^' 
(emphasis added).^ To do this, as the state¬ 
ment further says, “industrial licensing will 
henceforth be abolished for all industries", 
except for those having overriding security, 
social and environmental considerations. 

This IS followed by policy measures 
directed towards refurbishing the public 
sector image by making public sector enter- 
pnses “more growth oriented and technically 
dynamic" and by identifying the priority 
areas for growth of public enterprises in the 
future’’. In regard to the MRTP Act, the 
statement says that . .emphasis will be on 
controlling and regulating monopolistic, 
restrictive and unfair trade practices rather 
than making it necessary for the monopoly 
houses to obtain prior approval of central 
government for expansion, establishment of 
new undertakings, merger, amalgamation 
and takeover and appointment of certain 
directors. The thrust of policy will be more 
on controlling unfair or restrictive business 
practices.” 

The principal policy objective, as the state¬ 
ment emphasises, is “to unshackle the 
Indian industrial economy from the cobwebs 
of unnecessary bureaucratic control". In 
other words, the objective is to liberate the 
economic forces, especially the market from 
the stranglehold of the centralised red-tape. 
Thj; policy, if pursued systematically and 
honestly, is likely to generate a strong 
tendency towards the eventual rise of a 
spatially dispersed market-oriented economy 
where all levels of government will havtf im¬ 
portant responsibilities. However, whether 
this tendency will grow and mature, will 
depend upon significant policy supports 
from the Indian state. And, this will 
ultimately depend upon how political leader¬ 
ship can mobilise the larger society to resist 
the designs of the entrenched interests to 
thwart the tendency towards dispersal of 
power. 

The principal reason why dysfunctional 
bureaucratic control has emerged lies m the 
choice of a centralised model of planning, 
resource use and service delivery for develop¬ 
ment. Since in working out this model there 
has taken place an accumulative convergence 
of intere.sts of India's national political 
leadership, national bureaucracy and 
monopoly capital, this has operated for such 
a long period of 40 years or so. And, this 
has continued for an additional reason that 
expectation about the role of public sector 
enterprises in transfonnmg the economy into 
a de-concentrative, regionally balanced one, 
does not seem to have fructified. 

The deepening economic crisis as evidenc¬ 
ed by unmanageable balance of payments 
difficulties on one hand, and the persistence 
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of abyinuU poveny among the greater mass, 
increasing unemployment and growing dif¬ 
ferentiation of the population in terms of 
income and life styles, and the resulting 
inter-sectional tensions on the other, have 
cast serious doubts about the legitimacy of 
India’s model of development. 

More important for our present purpose 
is to discern the effect of this model upon 
the federalising process. In this system of 
planning the sub-national demands, both 
regional and local, are not generally mobilis¬ 
ed into political decision-making on matters 
of development. This has served to breed 
almost continuous centre-periphery conflicts 
which are generally managed other through 
coercive fiscal-regulatory tools or through 
centripetal political directives or both. 
However, in the dispersed multi-party system 
which seems to be emerging as an enduring 
political configuration and with deregula¬ 
tion tending toward: a decentralised market 
economy, the federalising process is likely to 
change towards a sort of dual federalism. 
The acceptance by the sub-committee of the 
Inter-State Council of the Sarkaria Commis¬ 
sion’s recommendation that consultations 
with the states in the council should precede 
any central legislation qir subjects in the con¬ 
current list, may be perceived as the begin¬ 
ning of wisdom. However, several reforms 
of the structure of Indian federalism and on 
allied matters are necessary. 

Let us take an overview of India’s 
federalising process in the context of 
development.' The Constitution clearly 
demarcates the boundaries of both centre 
and states, and withirt their respective fields 
they are ordinarily supreme. The authors of 
the Constitution believed that the states 
would enjoy autonomy in their spheres, 
especially those relating to development of 
essentially local concerns. However, India's 
federalising experience seems to have belied 
their belief. 

The states have practically little or no 
autonomy to plan in their constitutionally 
delimited spheres. The most important 
source of frustration for them lies in their 
persistent incapacity, in the existing planning 
and financial arrangements, to evolve 
autonomous development impulses, pro¬ 
grammes and strategies in their legitimate 
spheres of action such as agriculture, health, 
etc. The accompanying table is illustrative 
of the extent of central encroachment upon 
state autonomy. 

At the level of the central government, 
there has been the rise of very sizeable and 
powerful ministries, dealing^ with subjects of 
essentially state concern, disbursing huge 
grants to induce the states to adopt their pro¬ 
grammes in the shaping of which the states 
have little or no role and for the implemen¬ 
tation of which the sutes have to be con¬ 
tinuously under central control. When one 
includes in the centre’s vast financial and 
development apparatus, the Planning Com¬ 
mission and other such bodies impinging 


continuously on the sutes’ sphere in 
development, one is struck by the gigantism 
of the whole apparatus. 

There is a plethora of centrally planned 
and centrally sponsored development 
schemes which have soured centre-state 
relationship, as this practice has consistently 
stifled the initiative and enterprise of the 
sute governments and has made their con¬ 
stitutional accounubility deceptive: These 
schemes constituted nearly 16 per cent of all 
the state plan schemes in l%(}-70, but their 
value mounted to about 54 per cent in 
1988-89. 

Many years ago, the National Develop¬ 
ment Council had decided to restrict the 
value of such schemes to one-sixth or one- 
seventh of the amount of the assistance for 
state plans. Moreover, in 1988 an expert 
group set up by the centre recommended that 
before any new centrally sponsored scheme 
is introduced, detailed discussions should be 
held with the state governments and their 
views should be given due weight m the 
guidelines framed for the implemenution of 
the scheme The Sarkaria Commission also 
recommended that central schemes should 
be kept to a minimum and decentralisation 
in plan formulation should be maximised.'' 

However, neither in terms of the value of 
the centrally planned and centrally spon¬ 
sored schemes nor in terms of the guidelines 
framed for tbeir implementation, has New 
Delhi shown any respect for the recommen¬ 
dations of the Sarkaria Commission and 
similar bodies. This has had the effect of 
blurring the constitutional distinction bet¬ 
ween the central and state spheres and 
actually invalidates the federal theory of 
division of powers. More importantly, this 
erodes the concept of responsible govern¬ 
ment as enshrined in India’s democratic, 
federal Constitution. 

Actually the rise of centralised hegemony 
has its roots in New Delhi’s enormous 
dominance in India’s fiscal federalism. As 
a study shows, of the total budgetary 
resources of the central and state govern¬ 
ments, the central government receives first 
more than two-thirds of such resources, 
while Its expenditure is almost equally 
divided, that is, fifty-fifty.’ Thus the states’ 
dependence upon the centre for financing 
its activities is to the extent of one-third. 
What is, moreover, alarming is that the bulk 
of transfers from the centre to the states is 
in non-statutory form. Even the Ninth 
Finance Commission, in spite of its pro¬ 
nounced pro-centre bias, had to say that “It 
is worth noting that the proportion of shared 
taxes in states' revenues is lower now” than 
before. The decimal however, has bden 
compensated by a rise in the share of grants, 
especially discretionary grants. If one 
recalls the proceedings of the Constituent 
Assembly, one notices that the founding 
fathers relied more on shared taxes and other 
statutory devolutions than on discretionary 
transfers for reducing the fiscal imb,tlance 


between the centre and the states. With 
decline in stable and assured sources of 
revenue, that is shamble taxes, the fiscal 
dependence of the sutes upon the centre has 
grown over the years. 

in the existing financial and planqjng ar- 
nngeraents the new economic reforms can¬ 
not fructify. The basic question is: can a 
deregulated market-oriented economy 
blossom in a centralised federal polity? If 
the objective of the new reforms is to 
enhance competitiveness of the Indian 
economy and so its efficiency, then this 
precludes the concentration of governmen- 
ul power at one level or of private power 
in a few monopoly houses. The ethos of 
competition has to be articulated through 
economic as well as political behaviour. 
And, competition “would require the 
maintenance of certain protectetl powers for 
the respective partners and therefore, a cer¬ 
tain dualism in the federal system. Dualism 
can be maintained by constitutional rules, 
voluntary federal and state restraint, and 
competitive inter-governmental processes”* 
The same perceptive observer of federal 
trends in the US further says that dualism 
can “serve as accounubility function by 
helping citizens to fix responsibility for 
policies, reducing the ability of federal and 
state officials to shift costs from one govern¬ 
ment to another, linking federal and sute tax 
revenues more closely to policy respon¬ 
sibilities, and allowing federal and stale 
officials to watchdog each other”.* 

What is then required for India is a new 
framework of federalism combining inter- 
levql competition and co-operation. In other 
words, the basis of the structure should lie 
in what is known as dual federalism. This 
demands rejection of the key ideological 
assumption which underlies the working 
structure of Indian federalism for the last 
40 years. The assumption is that the central 
government is competent and progressive, 
while the sute governments are not; hence, 
major decisional powers and resources 
should converage at the national level of 
India’s federal system of government. This 
must go in order that competitive skills, 
complementary aaivities, and dual account¬ 
ability can be combined in varying degrees 
in the country’s federalising process. 

Tabi e . Percentage Division of 6th Plan 

OUTI AYS BET WEEN CENTRE AND STATE 


(rtrr cent) 


Heads of Development 
in Sute List 

Share of 
Centre 

Share of 
Sute 

Agriculture 

Agriculture Research 
and Education 

63.2 

36.8 

Animal Husbandry 

46.2 

36.8 

Industry and Minerals 
Village and Small Scale 

51.9 

45.8 

Social Service • 

Health 

33.0 

59.9 


Source-. Report of the Sarkaria Commission. 
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Thit emphasises a compeUing need for 
federal reforms. One such reform should be 
directed to strengthen the resource position 
of the sute governments. This can take 
several forms. As was the case of Reagan’s 
New Federalism, the central government in 
India should curtail domestic expenditure as 
a proportion of the central budget; and the 
money thus saved can be used for larger 
devolution to the states. This is likely to 
introduce some new nonns and attitudes 
conducive to the growth of an appropriate 
federal spirit. Thit will prevent the centre 
from continuously intervening as it does now 
on matters which solely concern the states 
in terms of both constitutional theory and 
democratic accountability. Similarly, this will 
protect against the states’ current practice 
of approaching the centre whenever they 
have fuiancial difficulties, thus leading to the 
growth of self-reliance on the part of the 
states. 

Simultaneously, efforts should be made 
to augment the resources of the states. The 
centre has always been reluctant to make 
optimal exploitation of revenue-earning 
possibility of Article 269 for increasing the 
states* revenue. A tax on railway fare was 
levied in I9S7, but was soon merged with 
railway fares, the sutes being compensated 
by payment of a lump sum. The result is that 
railway fares arc increased from time to time, 
but the states have no share in it. An attempt 
should he made for an extensive use of 
taxing powers under Article 269 for the 
benefit of the states. Along with this an 
effort should be made to see what additional 
central taxes could be brought within the 
ambit of divisible taxes to ensure more 
assured transfers from the centre to the 
states. The centre, however, can use a part 
of its resources as discretionary grant in 
order to stimulate*h particular activity in a 
state. For instance, the centre can provide 
assistance to a state government which has 
formulated an imaginative mass literacy or 
family planning programthe. 

The point I am emphasising is that an en¬ 
titlement by the sute governments to a 
somewhat fixed and certain revenue is 
necessary to mitigate the present constraint^ 
on their ability to discharge their respon¬ 
sibilities in the constitutionally delimited 
areas. This will mark an important step in 
the direction of enforcing the principle of 
dual accountability. This can be further 
strengthened by decentralising the existing 
unitary structure of institutional finance In 
this connection, it may be profiuble to probe 
the feasibility of adopting the US banking 
design under which there is a requirement 
for banks to do their business within a 
demarcated territorial area."’ This area may 
coincide roughly with the area of a state, 
preferably a major state. 

However, the concept of dual federalism 
in a modern society docs not preclude the 
possibility of centre-state collaboration tak¬ 
ing place in activities which impinge on their 


bounddries. One such activity is planning. 
In the existing system of planning the state 
governments have always been made to play 
an essentially subordinate role The power 
of the centre is so enormous that ‘at the 
planning stage agreement is reached reason¬ 
ably close to the centre*. There are many 
reasons for this. First, the Planning Com¬ 
mission has been entirely national in its crea¬ 
tion and orientation, and has generally been 
insensitive to state views. As the Sarkaria 
Commission said, the Planning Commission 
functioned mote as a limb of the union 
government rather than as a truly federal 
institution. Therefore, a plan is not treated 
as a joint enterprise involving the centre and 
the sutes as equal partners. Second, in the 
absence of an appropriately equipped suff 
the planning machinery in most of the sutes 
remains undeveloped. This often hinders the 
formulation of both technically and quali- 
Utively appreciative sute plans. In contrast, 
the centre has an elaborate and well- 
equipped planning machinery. This seems 
to have given a leverage to the centre in plan¬ 
ning. Third, centre-sute consulution in 
planmng is ye.t to cross the uke-off suge. 
The National Development Council is a very 
weak consulutive body which meets infre¬ 
quently and for a few days annually to 
legitimise the central occupancy of the con¬ 
stitutionally defined sute fields. A review of 
the council’s,work would show that it is by 
and large a vital machinery for the policy 
decisions of the centre accepted by the sutes, 
notwithsunding the fact that many of its 
decisions directly trench upon state 
autonomy. 

Very recently, the Inter-State Council has 
been set up. At the first meeting of the sub¬ 
committee of the council the home minister 
S B Chavan said that the centre “atuches 
the greatest importance" to the strengthen¬ 
ing of union-state relations, and emphasis¬ 
ed that the major issue was “not change in 
the Constitution but m the mode in which 
we work under it’’." He further said that 
the existing political set-up under the con¬ 
stitution required dialogue, consulution and 
the culture of accommodation. 

It IS difficult to say how this new institu¬ 
tion will grow and shape centre-state rela¬ 
tions. However, if the temper of dialogue 
and consulution which the minister empha¬ 
sised has to permeate the complex of inter- 
governmenul relations, a more comprehen¬ 
sive consulutive machinery has to be set up. 
Before we consider this, a few words about 
the need for reorienting the planning 
mechanisms can be said. It is a moot ques¬ 
tion whether the Planning Commission can 
continue in its present role and form. With 
liberalisation its role seems to have dwindled 
and will continue to do so, once the 
necessary reforms in the Indian federal 
system Uke place In the new situation it wilt 
be difficult for the commission to work in 
its present form. Either the planning body 
has finally to be satisfied with the role of 


formulating and co-ordinating the central 
sectoral programmes or has to be transform¬ 
ed into a new body endowed with the 
responsibility of planning both for the centre 
and the sutes. In case the commis-cion’s role 
is perceived in terms of the first alternative, 
it fits in with the logic of dual federalism. 
This however emphasises greater need for 
strengthening the planning machinery m the 
sutes. This need is likely to further increase, 
once the concept of constitutional federalism 
is brought into the working structure of 
Indian federalism, and consequently, the 
sutes’ role in development becomes con¬ 
spicuous, If the tatter possibility is seriously 
Uken, the commission then has to be an in¬ 
dependent technical body with a decentralis¬ 
ed organisation and delinked from the usual 
governmental structures. 

However redesigned the planning mecha¬ 
nisms are, an important question concerns 
an appropriate institution-building for 
relating the planning exercises to the political 
process in India’s federal setting. The newly 
constituted Inter-Sute Council can serve this 
purpose by providing political legitimacy for 
the technical work done by the planning 
body/bodies. However, in composition, 
organisation and functioning the council has 
to change and go beyond the recommenda¬ 
tions of the Sarkaria Commission.'^ 
Although the report of the commission, 
while advocating the constitution of the 
Inter-Sute Council, said that "the spirit of 
co-operative federalism requires proper 
undersunding and mutual confidence*’, this 
spirit is not present in the constitution and 
organisation of the recommended council. 
With a huge congregation of central 
ministers in this body, the weightage seems 
to have been given to the centre This should 
be rectified in order to inspire the confidence 
of the slates in the new institution. Some 
other reforms are necessary. The National 
Development Council can be merged into 
the Inter-Sute Council; and an independent 
secretariat with sufficient research inputs, 
should be set up for the council. For this 
there has to be centre-state sharing in 
appointment, funding and control of the 
secretariat. 

there has not emerged even now an 
effective consulutive machinery in India’s 
federal system In this regard it is necessary 
to look beyond the frontiers of our federal 
polity. Canada seems to be our path finder, 
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as it has « very stronc consultation and co- 
operaiion network, in order to formulate 
p^des and to evaluate the overall Canadian 
federal experience a Plenary Conference of 
the prime ministers of the national and pro¬ 
vincial governments meets at least once a 
year. It has a secretariat and a plethora of 
committees which initiate special studies and 
work out agreements. Furthermore, there are 
Plenary Conferences of the national and 
provincial ministers and deputy ministers in 
particular areas of activity such as health, 
which meet many times a year. These con¬ 
ferences also have secretariats, committees 
and special studies initiated by committees, 
but done by outside experts. There is a cell 
in Canada’s prime minister’s office whose 
job is to inspect the national-provincial con¬ 
tacts in special areas. Similar work is done 
at the other end by a cell within each pro¬ 
vincial government.'^ 

It is necessary for India to evolve this type 
of consultation and co-operation network. 
This, on the one hand, is unlikely to dilute 
the concept of state autonomy, and will, on 
the other, provide for effective inter¬ 
governmental linkages in twilight areas 
where the rigour of a real demarcation is in¬ 
conspicuous. In a genuine consultative 
machinery there is no chain of command 
and obedience. It is necessary for India to 
evolve a machinery where the chain of 
decision-making and accountability is 
vertically delimited. 

Once this sort of machinery emerges, the 
culture of accommodation is likely to be 
conspicuous in the federalising process in 
India. However, for this definite efforts in 
the direction of evolving a consensus have 
to be made The Report of the Sarkaria 
Commission, as that of the earlier Admini¬ 
strative Reforms Commission, may provide 
the basis for consensus building in structur¬ 
ing the channels of consultation and 
communication. 

At the same time, it is necessary for the 
state governments to raise their image in 
public eye. Maharashtra and Gujarat in the 
earlier years, and West Bengal and 
Karnataka in the middle of 1980$, made 
pioneering efforts in formulating new 
development programmes and taking 
government close to the people. The out¬ 
come was the enhancement of the public im¬ 
age of these stale governments. This enabled 
some of these state governments, for in¬ 
stance in West Bengal and Karnataka, to. 
mobilise public opinion in suppon of federal 
reforms.'* However, some of these efforts 
have recently suffered a setback, and a 
number of states such as Bihar continue to 
decay in terms of both growth and justice. 
Unless the slate governments initiate new 
programmes of development and streantline 
their administrative apparatuses, no sus¬ 
tainable federal reforms are likely. This is 
because enduring public opinion about the 
desirability of such reforms cannot be 
created. 


Along with structural reforms in centre- 
sute relations, concrete efforts have to be 
made to bring about a dispersed economy. 
As is widely known, public sector enterprises 
have failed to achieve the intended result of 
either promoting regional balance or 
resisting monopoly growth in the private 
sector. Besides, the huge infrastructural 
facilities created at public cost, have gone 
in the direction of helping the growth of 
large-scale rather than >mall-scale in¬ 
dustries.’’ The political consequence of the 
trade-off between public bureaucracy and 
the private management system in India’s 
development planning, has been the rise of 
an industrial pattern where the centralising 
needs of monopoly capital have received a 
markedly preferential treatment. The libera¬ 
tion of the market from the stranglehold of 
the centralised public bureaucracy is a step 
in the right direction. Equally important is 
the need for freeing the market from the in¬ 
nate centralising impulses of monopoly 
capital. This calls for a deliberate public 
policy thrust oriented towards demonopolis¬ 
ing the future industrial growth process in 
India. For this, what is needed is an exten¬ 
sive mobilisation of smte resources for initia¬ 
ting and supporting the building of a decen¬ 
tralised network of small industries in order 
to prevent a drift towards further growth of 
centralised monopoly capitalism. 

The recent reform attempt at liberalisa¬ 
tion of the economy seems to be the pro¬ 
mise of a new beginning. In order to carry 
this promise to its fulfilment, it is necessary 
to opt for more reforms. The overall political 
climate seems favourable. With the 
breakdown of the one-party dominance 
system, there has arisen centre-state dis¬ 
harmony at political level. This disharmony 
is likely to protect against the earlier blatant 
centralisation and to lead to the building of 
institutions aimed at initiating a process of 
mutual adaptation in a spirit of ‘give and 
take’. The recently mobilised political im¬ 
pulse for decentralisation is an additional 
favourable factor. However, even deregula¬ 
tion and federal reforms are unlikely to 
create a strong decentralising influence in the 
working of the economy and polity, unless 
action is taken to curb the further growth 
of monopoly capital through appropriate 
plarming and fiscal control. What is actually 
needed is effective resources use and 
management not in a mythic sense, but from 
the perspective of sustainable development 
and accountable government. 
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Hunger and Epidemic Malaria in Punjab, 

1868-1940 

Sheila Zurbrigg 

There has been a resurgence of interest in the epidemic history of colonial India, but such research has tended, 
to reirforce the interpretation of epidemic crises as exceptional events, depending primarily on factors external 
to the human host, such as climatic and local ecological changes or introduction of specific disease agents. Hunger, 
when addressed, is seen as simply one additional exacerbating factor in the sub-continent’s epidemic history. Little, 
attempt has been made to assess the relative contribution of the parasitic versus ’nutritional’ sides of the epidemic 
equation. In part, this reflects the technical difficulties involved in such a task. But it is also the result of an as 
yet inadequate conceptual approach to the subject of hunger in history more generally. 

This study is an initial effort to assess the role of hunger in the specific sense of acute starvation as a factor 
in south Asian epidemic patterns across the colonial period. It does so in the context of t(ie enormous socio¬ 
economic shifts which occurred with the commercialisation of India’s agricultural economy across the second 
half of the I9th and early 20th century, and the implications of these and the administrative changes with respect 
to precariousness of access to food. 


UNTIL the early decades of the 20th 
century, epidemic crises and high mortality 
were regular features of the Indian sub¬ 
continent’s social and demographic history. 
Epidemics were well known to follow on the 
heels of mass starvation, an association 
which was vividly documented during the 
period of British rule. Most surges in 
epidemic mortality during the colonial 
period, however, occurred in the absence of 
officially declared famine. Perhaps because 
of this irregular association with overt star¬ 
vation, epidemic disease patterns during this 
period have generally been viewed in relative 
isolation from social conditions, in par- 
ticulai that of hunger. 

Recently there has been a resurgence of 
interest in the epidemic history of colonial 
India.' To a considerable extent, research to 
date has tended to reinforce the interpreta¬ 
tion of epidemic crises as exceptional events, 
depending primarily on factors external to 
the human host such as climatic and local 
ecological changes, or introduction of 
specific disease agents—in other words, the 
result of changes in exposure to infectious 
diseases rather than changes in susceptibility 
within affected populations. Hunger, when 
addressed, is seen as simply one additional 
exacerbating factor in the sub-continent’s 
epidemic history: little attempt has been 
made to assess the relative contribution of 
the parasitic versus ‘notritionar sides of the 
epidemic equation. In part, this reflects the 
technical difficulties involved in such a task. 
But it can also be seen as*the result of an 
as yet inadequate conceptual approach to the 
subject of hunger in history more generally. 

U'lthin current historical demographic 
research, there has been growing effort to 
assess the role of nutritional factors in 
historical mortality patterns Yet con- 
siclerable confusion prevails in the ter¬ 
minology used, concepts of ‘nutrition' often 
being poorly defined and used inter¬ 
changeably with hunger. This study is an in¬ 
itial effort to assess the role of hunger in the 
specific sense of acute starvation (little or 


nothing to eat) as a factor in south Asian 
epidemic patterns across the colonial period. 
It dcics so in the context of the enoimous 
socio-economic shifts which occurred with 
the commercialisation of India’s agricultural 
economy across the second half ot the 19th 
and early 20lh century, and the implications 
of these and administrative changes with 
respect to precariousness of access to food. 

Epidemic mortality in British India often 
took the form of exaggerated peaks in the 
‘normal’ seasonal cycle of infectious disea.se. 
Because such deaths were recorded within 
standard disease categories—often simply as 
‘fever’ deaths—the social context underly¬ 
ing epidemics was often obscured. Yet an 
enormous amount of information exists in 
records from the colonial period which 
should allow for a clearer understanding of 
cyclical swings in epidemic disease. These 
records also make it possible to go beyond 
individual epidemic crises, to study the more 
general relationship between disease, death 
rates and socio-economic conditions across 
the period of British rule. The following 
paper is a summary ot a larger .study which 
explores this relationship by looking at a 
single disease, malaria, in the Punjab bet¬ 
ween 1868 and 1940 ' 

Collection of vital registration data began 
in most regions of British India in the late 
1860s. Data on births, deaths and causes of 
death were published regularly in the 
sanitary commissioner’s annual reports for 
each province or presidency.' Problems 
exist of course with regard to the accuracy 
of this data in terms of undcr-rcgisiratton, 
changing levels of accuracy over time, and 
the vague and unreliable categories of 
reported causes of death. To a considerable 
degree, however, these limitations can be 
'overcome and their enormous potential 
value realised.'' 

By far the leading cause of death recorded 
in the annual sanitary reports of British 
India throughout the 1860-1947 period was 
‘fever’, constituting often half to three- 
quarters of total reported deaths. A large 


proportion of these deaths were considered 
by colonial sanitary officials to be due to 
malaria. Yet the fever heading was clearly 
a catch-all for many other deaths as.sociated 
with fever, making it difficult to identify 
malaria deaths from the vital registration 
data with any degree of accuracy. The plains 
districts of Punjab province, however, pre¬ 
sent an exception. In this region, malaria 
transmission was so sharply circumscribed 
by seasonal extremes of climate that it is 
possible to derive quantitative estimates of 
malaria mortality on the basis of fever 
deaths registered in the autumn months of 
the year. Indeed, it is the uniquely iden¬ 
tifiable nature of malaria mortality in 
Punjab which makes a quantitative, and thus 
epidemiological, analysis of malaria in this 
region possible. And it is because malaria 
was considered a leading cause of death in 
British India that it is an important starting 
point for analysis of the factors underlying 
more general decline in death rales in India 
since the early 20th century.' 

This study owes its general format to a 
contemporary study of malaria in Punjab 
carried out in 1909 by then major S R 
Christophers. The analysis which follows 
essentially repeats and expands upon this 
earlier study.'' Christophers, one of the 
leading malariologisis in British India, was 
commissioned to conduct an enquiry into 
the ‘notorious’ Punjab malaria epidemic of 
1908. His official report, Malaria in the 
Punjab, stands out among epidemiological 
studies of the period both for its rigour and 
scope, though curiously enough, its impor¬ 
tant conclusions with respect to epidemic 
causation have all but disappeared from 
medical and historical view. 

Christophers arrived in the Punjab equip¬ 
ped with the latest scientific knowledge 
about the nature of malaria transmission 
It was only a decade earlier that Ross, work¬ 
ing in southern India, had succeeded in iden¬ 
tifying the malaria parasite in mosquitoes 
and a year later in 1898 that Grass! and other 
Italian scientists established the role of 
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inopheUne mosquitoes as the vector in 
human malaria transmission, in spite of the 
key role assumed for rainfall in Punjab 
epidemics by his contemporaries, and the 
prevailing focus on the vector (mosquito) 
side of the malaria equation. Christophers 
was able to extend his analysis beyond the 
entomological aspects of the problem. At the 
end of his exhaustive study, he concluded 
that although monsoon rainfall and related 
mosquito densities were important factors 
in prediaing epidemic occurrence, rainfall 
by itself could not completely explain vary¬ 
ing levels of mortality across the province 
in 1908. He was struck by the fact that in 
spite of “almost universal” levels of infec¬ 
tion, mortality appeared to be concentrated 
amongst the poorest classes; and that the 
economic stress associated with the previous 
year’s drought and soaring foodgrain prices 
seemed to be an important factor underly¬ 
ing regional and class mortality differentials. 

It was perhaps these lingering questions 
about a possible role for ‘scarcity’ and what 
he termed the ‘human factor’ in explaining 
mortality that led Christophers to extend his 
study b^ond the epidemic ol 1908 His 
report included a quantitative analysis of the 
relationship between autumn fever mortality, 
rainfall and foodgrain prices for the entire 
41-year period, 1868-1908, for which vital 
registration data were available. Modern 
methods of multiple regression analysis were 
not available to him in 1909, but from Ins 
calculatipns it appears Christophers was try¬ 
ing to invent such methods on his own.^ 
Using October and November fever deaths 
as an inde.s of malaria mortality, he 
calculated a correlation coefficient of 67 
between mortality and monsoon rainfall, 
and one of .61 between wheat prices and 
mortality for this period He calculated a 
further cocflicient of .81 between fever 
deaths and a combined rain-prices factor, it 
was on this basis and from his direct obser¬ 
vations that he concluded that “the deter¬ 
mining causes of epidemics are excessive 
rainfall and scarcity; the former is an essen¬ 
tia! whilst the latter is an almost equally 
powerful factor”." 

Christophers can perhaps be forgiven the 
vagueness with which he explains some of 
the calculations in his report. What is in¬ 
teresting is that when the summarised data 
given in the appendix of his report are sub¬ 
mitted to modern methods of regression 
analysis, the results appear to confirm his 
general conclusions. 32 per cent of variation 
in seasonal fever mortality is explained by 
rainfall alone, and when the factor of 
foodgrain prices is included, by itself and 
in interaction with rainfall, 59 per cent of 
variation in fever mortality is accounted for. 
There can be little doubt that ‘scarcity’ for 
Christophers was a synonym for hunger. The 
language used in this official report tends 
to be circumspect, but he clearly points to 
inadequate food consumption as a key factor 
in explaining why the poorer classes suffered 
so Intensely during the 1908 epidemic. 

For some years after publication of 
Malaria in the Punjab, the ‘human factor' 


was referred to sporadically in the extensive 
malaria literature of British India. By the 
1940s. however, consideration of economic 
factors in epidemic causation had been 
forgotten.'' Today, the current discipline of 
malariology considers there to be little if any 
role for malnutrition in enhancing mortality 
from the disease. While acknowledging that 
further research is yet needed, the most 
recent authoritative malaria textbook (2000 
pages) suggests instead that malnutrition 
may offer relative protection against the in¬ 
fection.'® A review of this current medical 
literature is beyond the scope of this 
paper." Here it is enough to note that this 
view has been very much incorporated by 
historians in recent work. For example, in 
discussions of the possible role of nutrition 
in historical epidemiology, malaria is 
routinely relegated to that category of infec¬ 
tious disease for which nutritional level is 
said to have “minimal or non-existeni 
influence”. ’’ 

How can these opposing views be recon¬ 
ciled? To a lay audience, a role for ‘scarcity’ 
and hunger may not seem surprising, and 
certainly, the association between dearth and 
disease is well-recognised historically. As for 
malaria in particulai, its epidemic form fre¬ 
quently accompanied famine associated with 
warfare Bui a more general association with 
hunger also appears ftom the historical 
records. Braudel, for example, frequently 
refers to the Tuscan proverb: ‘The best 
remedy against malaria is a well filled 
pot’." 

The regression results from Christophers’ 
study thus pose many questions. First they 
require verification since the sources of the 
summarised data contained in Christophers’ 
repoit are not clear. This study therefore 
begins by repeating his basic analysis using 
district level data dctived from the original 
sanitarv and aJmmistrativc loports of 
Punjab, and modern statistical methods It 
seeks to answer: Was Christophers correct? 
If so, what can account for the wide 
divergence between this historical experience 
and modern medical (and one might add, 
historical) understanding’’ And finally, what 
might be the widei implications for inter¬ 
preting the demographic and economic 
history of this period of Indian history? 

II 

Malaria is caused by a microscopic 
organism larger and more complex than 
bacteria, termed Plasmodia. Its lile cycle re¬ 
quires two separate stages of development, 
one which takes place in particular species 
o(anophele.'i mosquitoes (the ‘vector’), and 
the ether, in humans (the ’reservoir’ of in¬ 
fection). Humans are infected through the 
bite of infected mosquitoes, the parasite 
being coincidentally injected along with 
saliva (which acts as an anticoagulant) 
during the insect’s blood meal. Once in the 
human blood stream, the parasite develops 
lurthc in the infected person’s liver and red 
blood cells. After one to two weeks, the 
characicrislic symptoms of episodic fever 


and chills begin to appear as successive 
batches of the malaria parasites break down 
blood cells and are released into the circula¬ 
tion. After a further week, occasional sexual 
forms of the parasite also begin to appear 
in the blood. When ingested by a subsequent 
feeding mosquito they continue the second 
(vector) phase of the malaria life cycle, 
dcseloping in the wall of the mosquito’s 
stomach, from where they migrate to the 
insect's salivary glands and begin the cycle 
once again 

An explanation ot the measures of 
malaria mortality used in this study requires 
first an understanding of the nature of 
malaria transiiiission in Punjab. The 
characteristic autumn rise in fever mortality 
in the plains of the Punjab had long been 
recogniiied as distinctly malarial. As a result, 
fever deaths recorded during the months of 
October and November were considered a 
general indicai ion of malaria intensity m any 
given year by provincial sanitary officials. 
Other recurring epidemic diseases, such as 
cholera or smallpox, generally did not occur 
in these autumn months. For Christophers 
in 1908, confirmation of this seasonal pat¬ 
tern was based on spleen surveys,*'' and on 
observations of symptomatic malaria cases 
treated at hospitals and dispensaries across 
the province—that is, the sudden October 
surge in cases of characteristic fever in 
association with spleen enlargement. 

Studies in the 1920s and 1930s into 
.seasonal patterns of human and mosquito 
infection rates in the province provided the 
entomological explanation for this pattern. 
They showed how malaria transmission was 
limited cs.scntially to the monsoon months 
of July to September—the only penod of the 
year when prevailing temperatures and ade¬ 
quate humidity make effective transmission 
possible.*' Transmission falls off abruptly 
with the cessation of the rains in late 
September—not so much because of insuf¬ 
ficient numbers of mosquitoes, but because 
lower atmospheric humidity reduces their 
average life span below the ciitical length re¬ 
quired for maturation of malaria parasites 
inside them. At the same time, cooler 
temperature prolong the maturation time ol 
Ihe malaria parasite, logether, these condi¬ 
tions led to a dramatic drop in October in 
numbers of mosquitoes transmitting mature 
(infective) parasites to humans during 
feeding, effective transmission not beginn¬ 
ing again until the following year's monsoon 
rains."’ 

Though favourable conditions for 
transmission in the Punjab might exist by 
mid- or late July, high infection latcs 
amongst the population typically appeared 
only in late September li took a minimum 
of eight weeks and several man-mosquito 
transmission cycles tor infection rates among 
the population to multiply from pre- 
monsoon levels of perhaps I or 2 pci cent 
to high or universal levels. I hus fever cases 
generally did not peak until late September 
or early October, with peak mortality ap¬ 
pearing several weeks later still. In years ol 
only mild epidemic intensity, increases in 
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fever deaths often would be limited to 
October. However in years of greater severity, 
increased fever mortality continued on into 
the months of November and December 
even though active transmission had ceased 
many weeks before. Such extended mortali¬ 
ty was considered the result of lingering il¬ 
lness from earlier infection. For this reason 
subsequent malariologists in Punjab came 
to use October-December fever deaths as the 
basis for estimating epidemic severity in any 
given year. 

Christophers' analysis was based on 
observations from the plains districts of the 
province He specirically excluded the sub- 
Himalayan hill districts that did not ex¬ 
perience such a sharply defined seasonal 
pattern of malaria transmission. The 24 
plains districts included in the analysis that 
follows are listed in Appendix 1. A data 
series has been reconstructed which 
represents the mean values of autumn fever 
mortality, monsoon (July-September) rain¬ 
fall and retail wheat prices from these 24 
districts (Table I). An explanation of the 
data sources is given in. Appendix 2. These 
variables are derived as follows: 

Malaria mortality: Of the three variables, 
the most problematic is that of malaria mor¬ 
tality because of the diTficulty of identify¬ 
ing malaria deaths within the general fever 
deaths returns. Three different measures of 
malaria mortality ate used in this study. The 
first is simply the fever death rate for 
October to December per 1,000 population 
for the 24 plains districts as calculate direct¬ 
ly from the vital registration data in the 
annual Punjab sanitaiy reports.'^ As such 
it has two serious limitations. First, since it 
includes an indeterminate number of non- 
malarial fever deaths, the October-December 
fever death rate tends to overestimate mor¬ 
tality due to malaria.A further limitation 
is that it does not take into account major 
improvement in accuracy of vital registra¬ 
tion data across the 41-year period. This 
leads to a substantial under-registiation bias 
in the earlier years. In an attempt to avoid 
these problems, two alternate measures are 
also used. 

The epidemic Figure is a ratio of the 
average monthly autumn (October-Decem¬ 
ber) fever death rate (presumed mainly 
malaria) divided by the average monthly 
April-July (non-malaria) fever death rate in 
any given year.'* This measure was first 
devised by (Christophers as a means of map¬ 
ping out epidemic intensity across the pro¬ 
vince in a given year, but soon came to be 
used widely by Punjab public health officials 
to compare epidemic intensity between years. 
As a ratio rather than absolute rate it avoids 
the bias of changes in accuracy of vital 
registration data, assuming that within any 
given year levels of under-registration were 
likely to be similar. As can be seen in Ihble I, 
annyal epidemic figures in the early years 
are similar in level to those at the turn of 
the century even though recorded fever death 
rates are much lower. ^ As a ratio, however, 
it is especially sensitive to slight changes in 
the denominator. In years of unusually low 


spring fever moitsility, the epidemic figure 
is likely to exaggerate the level of autumn 
malaria mortality. Conversely, it is likely to 
under-estimate an autumn rise in malaria 
mortality in those years when April-July 
deaths are also high. This tends to occur in 
years of scarcity or famine when death rates 
often are elevated throughout the year; that 
is, precisely in those years when the factor 
of hunger is greatest.^' Thus as a measure 
of how much historical malaria mortality 
was related to scarcity, the epidemic figure 
has its own limitations. 

The third measure, termed the epidemic 
diffoence, is used in an effort to correct for 
the non-malarial fever deaths included 


within the autumn data, it is calcuiued as 
the numerical difference between October- 
December and April-July fever death rates 
in a given year.^ As an actual rate derived 
from vital registration data, it retains tome 
of the bias of under-registration from earlier 
years. It assumes equal numbers of non- 
malarial Ibwr deaths in the spring and 
autumn months, an assumption which it 
somewhat questionable,^’ and therefore 
may also underestimate malaria mortality, 
particularly in years of famine. Given their 
differing strengths and limitations, all three 
measures are used in the analysis which 
follows. 

RaiitfaW The summer monsoon rains play 


Table 1: Annual Mean I^vek Death Rate (OcroBER-DECEMBEa), Epidemic Fiouke, Epidemic 
Difference, Crude Death Rate. Rainfall (Julv-Septembe'r) and Wheat Price: 24 Punjab 

Distric;ts. 1868-1908 _ 



Monsoon 

Rainfall 

(inches) 

Prices 

(Rs/tOO 

Seers) 

Fever Death 
Rate 

(October- 

December) 

Epidemic 

Figure 

Epidemic 

Difference 

Crude 

Death 

Rate 

1868 

8.0 

6.1 

2.6 

1.1 

0.3 

16.0 

1869 

15.5 

8.3 

8.6 

3.9 

6.4 

26.5 

1870 

11.5 

7.3 

6.7 

2.4 

3.9 

24.8 

1871 

8.4 

4.8 

3.6 

1.3 

0.8 

21.5 

1872 

19.1 

4.9 

6.6 

2.8 

4.2 

23.8 

1873 

17.2 

4.6 

4.8 

2.0 

2.4 

21.4 

1874 

12.6 

4.5 

4.0 

1.7 

1.7 

18.9 

1875 

25.2 

4.1 

7.3 

2.6 

4.5 

26.9 

1876 

15.7 

4.0 

11.6 

52 

9.4 

30.2 

1877 

6.2 

4.3 

3.7 

1.2 

0.5 

20.6 

1878 

17.7 

6.4 

14.4 

3.7 

10,5 

37.8 

1879 

10.5 

7.5 

11.2 

2.7 

7.0 

38.8 

1880 

11.6 

6.8 

3.7 

1.5 

1.8 

27.1 

1881 

16.2 

5.7 

‘9.0 

2.6 

5.5 

30.7 

1882 

17.4 

4.6 

7.7 

2.3 

4.4 

27.2 

1883 

11.3 

4.5 

4.3 

1.2 

0.6 

25.4 

1884 

16.7 

4.3 

13.6 

3.4 

9.6 

37.5 

I88S 

11.6 

4.2 

6.9 

1.7 

2.8 

28.3 

1886 

13.2 

5.2 

5.6 

1.2 

1.2 

27.8 

1887 

17.9 

6.8 

10.5 

2.1 

5.6 

36.0 

1888 

15.4 

6.3 

7.3 

1.7 

3.2 

31.0 

1889 

13.1 

5.1 

9.0 

2.0 

4.6 

32.1 

1890 

16.4 

5.4 

17.0 

2.8 

11.0 

49.8 

1891 

11.4 

6.2 

6.5 

12 

0.9 

29.4 

1892 

21.8 

7.0 

17.0 

3.3 

11.9 

50.2 

1893 

18.4 

5.8 

6.6 

1.9 

3.0 

29.0 

1894 

16.1 

4.1 

9.8 

2.0 

4.8 

38.3 

1893 

10.3 

4.7 

5.9 

1.3 

1.5 

29.4 

1896 

8.2 

7.8 

4.4 

t.l 

0.4 

30.8 

1897 

13.0 

8.5 

9.8 

2.9 

6.4 

31.3 

1898 

11.7 

6.4 

6.3 

1.3 

1.5 

31.7 

1899 

4.4 

6.3 

5.0 

1.2 

0.8 

29.8 

1900 

19.0 

8.3 

16.7 

3.1 

11.3 

50.9 

1901 

11.8 

6.6 

ll.l 

2.5 

6.7 

36.7 

1902 

12.1 

6.2 

7.0 

1.4 

2.0 

45.1 

1903 

15.8 

6.1 

9.9 

1.9 

4.7 

502 

1904 

8.8 

5.7 

5.1 

12 

0.8 

50.6 

1905 

9.7 

6.8 

4.7 

1.1 

0.3 

47.9 

1906 

16.5 

6.9 

82 

2.0 

4.1 

36.9 

1907 

9.9 

7.4 

6.3 

I.S 

0.7 

62.9 

1908 

23.7 

10.7 

18.0 

4.5 

14.0 

51.6 


Note : All data are mean values for 24 plains districts, as listed in Aniendix I. Rainfall > 
July-September rain in inches; Rever death rate (fdr) > October-December fever deaths 
per 1,000 population: Epidemic Hgure mean October-December fdr - mean April- 
July fdr; Epidemic difference « October-December fever deaths - (April-July fever 
deaths) x .73, per 1,000 population. 

Sources: Annual fteportls\f Sanitaiy Commissions; Fun/ab; Prktsand Wtiga of indla, Indim 
Weather fUview, Monthly Rainfall of Mia, and Pun/ab Gateltear, as described in 
Appendix 2. 
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an essential role in malaria transmission in 
the Punjab plains, bringing down the scor¬ 
ching summer temperatures and increasing 
relative humidity to levels where the main 
mosquito vector of malaria in Punjab, 
Anopheles culicifacies, is able to survive long 
enough to transmit the parasite effectively 
to humans. So essential are these conditions 
that in many parts of the province, below 
normal rainfall results in virtually negligi¬ 
ble transmission. In such years an autum¬ 
nal riK in fever deaths might not take place 
at all. Sufficient relative humidity depend¬ 
ed both on amount and regularity of the 
rains over the monsoon months of July to 
September. The presence of flooding 
generally prolonged and enhanced local con¬ 
ditions of humidity and temperature m ad¬ 
dition to increasing actual anopheline 
breeding sites. It is not surprising then that 
rainfall was recognised as a key factor in the 
incidence of malarial fever in any given year. 
In the statistical analysis, rainfall data for 
each year is simply the mean rainfall in 
inches for the 24 plains districts recorded 
for the three monsoon months, July to 
September. 

Foodgram pricey. As a measure of hunger 
foodgrain prices are both a very indirect and 
incomplete measure of access to food. In 
reading the sanitary reports of the late i9th 
century, however, one cannot help but be 
struck by the overriding importance attri¬ 
buted to foodgrain prices for health and 
mortaliiy’lcvcls. Provincial sanitary commis¬ 
sioners routinely began their annual reports 
with detailed information on prevailing 
prices and wage rates in addition to weather 
and harvest conditions. Rising grain prices 
were also considered the primary warning 
sign of impendirig famine from the earliest 
days of official famine relierefforts. Judging 
from these records then, the importance of 
foodgrain prices as a very general predictor 
of hunger is perhaps less disputable for this 
period than the methodological question as 
to how available price data can be used in 
quantitative analysis.^'* What follows is a 
brief overview of the factors influencing 
foodgrain prices over the second hall of the 
19th century in Punjab, an understanding of 
which is essential for interpreting the regres¬ 
sion results and the larger question of 
measuriilg hunger. 

In the pre-colonial period, before develop¬ 
ment of the railways, the prohibitive cost of 
transporting bulk goods overland meant that 
harvest surpluses were restricted mainly to 
local markets.^’ Thus regional foodgrain 
prices bore a fairly simple relationship with 
local harvest conditions. Bountiful crops 
brought prices down and poor conditions 
pushed them up,“ Years of good harvests 
also meant that surplus producers tended to 
store grain rather than .sell it at very tow 
prices. As a result, local prices reflected 
general food availability in a particular area. 
One rather graphic description^^ of 18ih 
century grain price records indicates 

violent fluctuations of prices even in great 

central markets, such as Delhi: they show 


much more violent changes in secondary 
markets; while, in places remote from any 
metalled road, iheir movemeni upwards was 
limited only by the price of a man's life, after 
a series of bad harvests, and by the value of 
the grain as fuel, after a senes of good 
Harvests. 

This relationship changed fundamental- 
Iv after I860. Dramatic developments in 
transportation in the Punjab and elsewhere 
in the sub-contiiieni took place during the 
second half of the 19th century under British 
rule, changes which .in turn also brought 
about enormous shifts within the rural 
economy. In 1870 construction was com¬ 
pleted on a railway which joined the seven 
major cities of the province. By 1878 this 
system extended to Karachi on the Arabian 
Sea, the port from which Punjab wheat was 
exported to Europe and elsewhere. The con¬ 
sequences of this transportation link were 
profound. In years of good harvests it 
became increasingly possible for largei land¬ 
owners and tradcis to market surplus grain 
rather than keeping stores within the village 
Thus the traditional practice of rural grain 
storage became very quickly compromised. 
As well, the burgeoning trade in foodgrains 
contributed to a general rise in grain prices 
after I860 (Figure 1). One lurther result of 
the increasing trade in grain was the con¬ 
vergence of foodgrain prices among districts 
and ac'oss regions.within British India as 
a whole. Hurd has calculated for example 
that in I86.J the coefficient of variation ol 
district wheat prices in British India was 47 
By 1873 It was .31, and by 1890 it had reach¬ 
ed 18. a level which continued into the 20th 
century.^'* Thus within a remarkably short 
period of time, district grain prices came to 
be influenced by regional and all-India 
harve.st. trade and export conditions. 


Through the 41-year period of Christophers’ 
analysis then, district-level prices were in¬ 
creasingly influenced by external factors. 
What can be inferred then about the rela¬ 
tionship between hunger and prices between 
1868 and 1908? 

Though district-level prices reflected local 
harvest conditions less and less after I860, 
an ‘average’ of prices in the major trading 
centres continued to have meaning as a 
general reflection of crop conditions in the 
Province as a whole. LxKal crop failures 
would not influence provincial averages a 
great deal unless they represented conditions 
more broadly across the province Bui when 
crop failure was extensive such as in 1878, 
prices rose dramatically. Foodgrain prices 
also came to be influenced by prevailing 
prices in other parts of the sub-continent, 
more so of course by those in neighbouring 
regions, f 'or example, the dramatic rise in 
Punjab prices in 1908 was in part a response 
to drought and lamine conditions in the 
United Provinces. Even though much of the 
Punjab had also experienced poor crop 
yields in 1907, there was considerable export 
of gram out of the province in response to 
famine-level prices in this neighbouring 
region 

In the last several decades of the 19th 
century foodgrain prices al.so came to be in¬ 
fluenced by more distant factors. For 
example, between 1886 and 1893 Punjab 
wheat was often selling at near famine-level 
prices in spite of generally good harvests 
across the province. This price rise was due 
to a dramatic increase in exports to Britain 
in response to high international prices. Thus 
for those groups with little or no land of 
their own, access to food had suddenly 
become subject to the vagaries not only of 
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local climatic factors but forces of regional 
and international trade as wcll.^'^ 

The impact of higher prices on access to 
food was felt differently across social classes. 
Poor harvests resulting from drought drove 
prices up but even more importantly meant 
\declining agricultural employment and as 
well, contraction of the entire local village 
economy. To a con.siderable extent, then, the 
effect of rising prices was an indirect one, 
a signal of ma.ss unemployment and loss of 
earnings—in Amartya Sen’s terms, a loss of 
‘exchange entitlements’.’® Those affected 
first by increasing hunger would be landless 
labourers and artisans whose normal earn¬ 
ings, marginal at best, left no reserves.” 
Tom Kessinger’s study of one local area in 
the Punjab suggests that in the first half of 
the t9th century most wages for labourers 
and servants were paid in kind rather than 
in cash and that this pattern prevailed up 
until the first several decades of the present 
century.’^ In other areas this shift appears 
to have begun somewhat earlier.” Yet even 
in the absence of a cash economy, the im¬ 
portance of foodgrain prices as an indirect 
indicator of hunger probably holds true. 
This IS so for several reasons. 

Since harvest wages of agricultural 
labourers were in many cases a set propor¬ 
tion of the produce, their earnings would 
tend to decline tn proportion to the crop 
failure. Traditional master-servant obliga¬ 
tions might provide .some kind of buffer, but 
it is unlikely that handouts or loans would 
nearly make up for dericieni work and earn¬ 
ings.*’ Little information on wage rates 
during periods of scarcity cxi.st, but inciden¬ 
tal accounts from across British India sug- 
ge.st substantial declines. For example, the 
settlement officer of Sirsa district observed 
that in the scarcity of 1877-78 wages of or¬ 
dinary labour fell "from 3 annas to one anna 
a day".'' Indeed, Neeladri Bhattacharya 
argues that the “collapse of cash wages in 
a bad year is reflected in and was the basis 
of' the large-scale employment of famine 
labour at a ‘starvation wages’ ”, citing 1899 
famine relief wages in Hissar district as one- 
quarter non-famine PWD rates in real 
terms.’® Such reductions were probably 
common historically, but the increasing 
marketability of grain after I860—and thus 
increa.sed opportunities for selling surpluses 
at scarcity-level profits—may well have 
further weakened the position of village 
labourers.” 

At the same time, at least some purchases, 
in effect, loans from wealthier landowners 
and moneylenders, were unavoidable for the 
poorer households during agriculturally 
stack portions of even normal years. Such 
‘purchases’ would of course increase during 
periods of harvest failure and the value of 
the debts incurred would reflect prevailing 
scarcity-level prices of grain The only way 
to minimise these debts would be yet further 
compromise in household food consump¬ 
tion, that is, more hunger. For the very poor 
who possessed nothing in the way of col¬ 
lateral, except perhaps theic children, bor¬ 
rowing was not an option. Loans to those 


so likely to succumb in times of drought were 
obviously an extremely ‘bad risk', and if 
given at all, were available only at exorbi¬ 
tant interest rates. As a respondent to the 
1880 Famine Commission pointed out, the 
field labourer ‘‘has no resources, and having 
no security to offer is generally unable to 
borrow, and thus is seldom in debt. But a 
famine at once throws them on public or 
private chanty”.’" Absence of a cash 
economy, in other words, could only very in¬ 
completely protect the poorer and landless 
classes from increasing hunger during 
periods of bad harvests and related high 
prices Depending on the degree of local 
harvest failure, hunger would increasingly 
touch families with larger shares of land and 
savings. 

The actual effect of fluctuations in pricey, 
on hunger can only be estimated again.st a 
background of normal consumption levels 
How close to the wire were the poorer classes 
in the Punjab, and what proportion of the 
population did they represent? To what 
extent could they meet minimal calorie re¬ 
quirements in times of good harvests? Such 
information, not surprisingly, is fragmentary 
at best from the 19th century records. What 
is clear is that in the face of recurring 
famines in the 1860s and 1870s across the 
sub-continent, a few government of India of¬ 
ficials did begin to ask such questions. And 
in the late 1880s when this kind of concern 
surfaced higher up in the administration, a 
confidential inquiry was set up to look into 
the ‘normal’ conditions of the lower classes, 
the results of which were never published 
During the course of the Duffcrin Enquiry, 
provincial officials were asked to ass.ess 
whether the “frequently repeated (assenion) 
that the greater proportion ol the popula¬ 
tion of India suffer from a daily insufficien¬ 
cy of food is wholly untrue or partially true". 
Not surprisingly, given the wording of the 
question, most respon.scs were in the 
riegativa Most were also general and impres¬ 
sionistic. Several accounts of normal food 
consumption among.st agricultural labourers 
in the North-West Provinces and Oudh sug¬ 
gested a daily grain consumption ranging 
from 1.3 to 22 ounces per day.’’' In Bihar ii 
was estimated that roughly 40 per cent of 
the population—agricultural Jabourers, 
tenants and petty landholders subsist with 
“one meal a day instead of two”. In Oris.sa, 
the civil surgeon reports that the poorer 
classes “(a)s a rule .. have not more than 
one meal a day”."*’ An exact or even ap¬ 
proximate estimate of food consumption is 
impossible from these incidental comments. 
Yet the many references in the records as to 
poorer households subsisting on single meals 
|Ar day in itself suggests that for a signi¬ 
ficant portion of the population minimum 
caloric requirements were rarely met even in 
times of normal harvests, prices and employ¬ 
ment. Given that this sub-group had virtual¬ 
ly no reserves, the effect of rising foodgrain 
prices on levels of hunger must have been 
direct and immediate. This is likely to have 
been true for a sub.stanlial proportion of the 
population in the Punjab as well. 


It is often assumed that the Puifjab 
agricultural economy was more prosperous 
and extremes of poverty and class stratifica¬ 
tion less marked. Though I he area irrigated 
by canals had increased from 6.8 per cent 
in 1868 to 25.4 per cent by 1911, year-to- year 
fluctuations in acreage sown across the pro¬ 
vince remained large at the turn of the cen¬ 
tury and variation in crops reaching maturity 
much larger still, not infrequently amoun¬ 
ting to only two-thirds to three-quarters of 
the area sown.” British administrators 
often referred to the Punjab as the "land of 
the peasant proprietor”, and indeed, 
estimates for the t860s suggest (hat up to 
three-quarters of the land was cultivated by 
independent peasants (‘owner 
cultivators’).''* By the turn of the century, 
however, it appears that slightly less than 
half the area was cultivated directly by pea¬ 
sant owners, and over 40 per cent by tenants- 
at-will with few or no occupancy rights. 

To some extent, this increase in tenancy 
reflects more complete legislration in later 
Census surveys. Part of the increase, 
h»>wevcr, was real, and appears to have 
occurred dining the final decades of the 19lh 
century.” Over this same period, the terms 
of tenancy worsened as the British tenancy 
laws shifted the balance further in favour of 
landlords by making it easier to evict 
tenants.'” Neeladri Bhattacharya describes 
how the frequently indebted small pcasant.s, 
dependent on production loans even in 
normal times, resisted the proces* of com¬ 
plete dispossession and increasingly surviv¬ 
ed on the basis of under-consumption and 
intense self-exploitation. “What was retained 
by the petty tenant (after paying half or more 
of the produce as renij might amount to less 
than the total wage of a regular labourer!”' 
The first detailed enquiry into landowner- 
ship in the province in the 1920s found that 
56 per cent ol agricultural population 
(owners and tenants) cultivated less than five 
acres of land, and ol these almost half 
cultivated less than one acre'’*—amounts 
clearly insufficient to mret basic subsistence 
needs. For a substantial part of the agri¬ 
cultural population then, basic survival was 
precarious and at least in part dependent on 
wage labour earnings. 

This dependency was absolute for the 
landless, a group which in 1881 was estima¬ 
ted as II per cent of the agricultural popula¬ 
tion.” By 1931, census data suggest that 
this number had increased to between 14 and 
17 per cent.” In addition, traditional 
village artisans and servants made up a 
further group of landless households, many 
ol whom lived at subsistence levels in normal 
times and would have been quite incomplete¬ 
ly insulated from declining earnings during 
periods of scarcity and associated economic 
depression.’® This is particularly true of 
traditional weaver communities, among 
others, whose livelihood since the mid-l9th 
century had been especially undermined by 
increasing large imports of textiles from 
Britain. In spue of the limitations of these 
vaiious data, together they suggest that a 
substantial proportion of households lived 
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at bare subsistence levels and thus must have 
been quickly affected by drought-induced 
unemployment and high foodgrain prices. 

There exists little reliable data on cor¬ 
responding wage rales across this period: 
Most data from the records are incidental 
observations. The frequently quoted nor¬ 
mative rate of two annas a day for ‘occa¬ 
sional wage* male labouren itself gives some 
indication of consumption levels. At the 
lowest prices during the 1868-1908 period 
(four rupees per 100 seers), a two-anna wage 
would have brought 6.4 lb of wheat—slightly 
more for the coarser grains. Assuming these 
earnings were spent entirely on foodgrains, 
this amount would just cover basic calorie 
requirements for a household of two adults 
and three children In other words, in the 
best of conditions—low prices and regular 
employment—daily wages allowed very little 
for other food or non-food expenses, and 
probably nothing In the way of .savings for 
periods of unemployment, illness, or indeed 
price increases.” This does not take into 
account the possibility of other family 
earnings, but the lower wages of women and 
children at best could only fill in the gaps 
for irregular adult male earnings. There is 
little evidence that wages during periods of 
scarcity increased correspondingly, and on 
the contrary a number of incideptal referen¬ 
ces that they did not, as outlined above. 
Indeed real wage estimates for the 19th 
century generally show declines during years 
of famine In the 1880 Famine Commis¬ 
sion Report the highest wage for permanent 
agricultural labourers in Punjab was 
reported as Rs 4 per month in Kamal district 
with or without a meal per day, that is, 2.1 
anna.s per day; elsewhere in the province, one 
and a half rupees per month ‘with food— 
probably also a single grain meal. Harvest 
labour, paid in kind, was the one period of 
the year when limited savings were possible, 
estimated during the same period at 12 to 
14 pounds of grain per day. Hence the 
dramatic implications ot harvest failure for 
earnings and levels of hunger and the double 
economic blow of a related surge in grain 
prices. 

Besides, the year-to-year fluctuations in 
earnings and prices, what long-term shifts 
in access to food occurred across this 41-ycar 
period for the groups most vulnerable to 
hunger? In particular, to what extent did 
■wage rates respond to the general rise in 
foodgrain prices? Because of the paucity of 
data on real wage rates from the earlier 
decades, the wage trend analyses which arc 
available generally start from the 1890s. One 
series which begins from 1857 estimates a 
substantial decline m agricultural real wages 
for British India as a whole dating from the 
late 1880s which continues to at least the 
turn of the century.*’ Dharma Kumar 
likewise suggests that agricultural labour 
wages declined in most districts of the 
Madras Presidency across the 1873-1900 
period.** Unfortunately, a similar study for 
Punjab is not available as yet. Kessinger sug¬ 
gests that for the village of Vilyatpur in 
north-eastern Punjab, wage “rates for part¬ 


time auistance, the most common type of 
sepitfot'^gricultura)** labour, remained un¬ 
changed at 2.S per cent’’ of the harvest out¬ 
turn.** But there exist numerous incidental 
comments in the records as to the potential 
hardship of rising grain prices on labourers, 
particularly during the 1880s and 90s. An 
official report on prices and wages in 1886 
suggests that nominal wage rates for com¬ 
mon artisans in the Punjab declined slightly 
over the previous 15-year period except in 
localised areas with large European or 
military populations. Ikking into considera¬ 
tion the trend of rising prices over this 
period, these rates suggest a significant 
decline in real wages.” In commenting on 
the rise of prices in Punjab, the Sialkot 
Settlement officer countered the assumption 
that increases brought general prosperity, 
arguing that the majority of cultivators in 
the district were not benefited by the higher 
prices. “They require every grain they can 
produce for the support of themselves, their 
families and their cattle... [t]ho$e who 
profit being the middle men and petty 
traders!’*' And a later study concluded that 
“[tjhose who have seen our villagers and 
how agricultural labourers and kamins live, 
also know very well that these classes... 
have not benefited by the rise of prices. They 
live hand-to-mouth, and in their case the rise 
of prices, so far from being a source of gain, 
is frequently a cause of indebtedness!’” 
One might add, indebtedness is fonunate 
enough to have access to loans. 

Not surprisingly then, a number of lower- 
level officials in the Punjab responded to the 
Dufferin Enquiry with estimates of substan¬ 
tial chronic undernourishment. For example, 
in Shahpur and Curdaspur district.^ one 
officer estimated that 4 per cent ot the 
Muhammadan population “live at starva¬ 
tion point" and another 20 per cent “do not 
get .sufficient food" in normal times. 
Another official observed that “frequently 
recurring scarcities in unirrigated tracts.. 
do cerfainly bring a considerable number of 
peasantry perilously near starvation point. 
In normal scarcities less grain is eaten by the 
poorer class [who resort to) wild berries and 
fruits!’ in summing up the more sanguine 
comments submitted, the Financial Com- 
mis.sioner of the Punjab took care to point 
out that “in the.se remarks, years of ordinary 
prosperity alone arc alluded to; in seasons 
of deficient rainfall or of abnormally high 
prices from whatever cause there is doubtless 
a large section ol the people who come 
perilously oear starvaiion’’*“ (emphasis 
added), rtiere are two key observations here. 
Resort to wild berries and fruit during 
'n.iimal scarcities' almost certainly implies 
reduced and inadequate calorie intake. 
Second, it suggests recognition within 
official circles of the impact on hunger of 
trade-induced price fluctuations 

Foodgrains even today represent almost 
the sole source of nourishment for the 
bottom half of the rural population in South 
Asia.*' This appears to have been the case 
in the 19th ceritury as well, the poorer classes 
depending on the cheaper grains for much 
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of the year. Thus, for those households with 
no reserves, the relationship between 
foodgrain prices and calorie intake must 
have been stark.“ The difference in the 
effect of prices on hunger after 1860 lay in 
the partial dissociation between local prices 
and employment levels. For some agricul¬ 
tural labourers, higher prices no longer 
necessarily implied declining employment if 
the increase was due to export conditions 
rather than local crop failure, though even 
for them the need for some purchases during 
the agriculturally slack periods of the year 
meant less than complete protection from 
the vagaries of market grain prices. On the 
other hand, for those groups of f^r buying 
all or much of their foodgr^n on the 
market, such as artisans and most urban 
labourers, a rise in foodgrain prices whatever 
the cause meant a significant, and in many 
cases propoitionate, decline in consumption. 

In spite of the apparent effect of food- 
grain prices on prevalence of hunger, at¬ 
tempts to quantify this relationship present 
a number of problems. Foodgrain price data 
are at best a very indirect measure of hunger. 
Official data represent retail prices al district 
trading centres, not necessarily rates paid in 
more remote rural areas by villagers buying 
in small quantities fiom local dealers. 
District data “do not sufficiently represent 
the oscillations” in price levels, explains one 
observer. “Extreme abnormalities are 
generally smoothed away by the clerks and 
(horresco referens) the officials concerned 
who fear they may be called upon to explain 
them!’*’ In addition, however, they are an 
incomplete measure, for there were other 
conditions besides drought which could 
trigger declining consumption. Seasonal 
flooding destroyed crops and often prevented 
agricultural operations for varying periods 
of time, conditions which also meant sudden 
unemployment and lack of earnings. But 
because the,heavy rains associated with 
flooding improved crop prospects in the pro¬ 
vince as a whole, years of flood damage were 
not marked by high foodgrain prices. Thus 
extensive regional economic disrnption and 
hunger could coincide with periods of low 
foodgrain prices as well as high. 

From the statistical point of view there arc 
further limitations to prices as a measure of 
hunger. For example, annual price data are 
averages of monthly or fortnightly price As 
suth they obscure the direction of price 
change within a given year It was rising 
prices which affected the nutritionally 
vulnerable the most, in part because of the 
general lag in whatever wage increases might 
take place; but also because of the under¬ 
lying coliap.se in agricultural employment 
and earnings so frequently associated with 
surging foodgiam prices. It often took a year 
or more for grain prices to fall back to 
‘normal’ levels after a period of drought/ 
famine, ‘since’, as the Madra» Sanitary Com¬ 
missioner during the 1877 famine pointed 
out, “cultivators’ first efforts will be given 
to the replenishment of domestic stocks. 
Hence in the season following a famine, 
there would be little surplus food sold. . 
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[and} prices remain artificially high after the 
great bulk of the cultivating classes enjoy 
enough to eatV*** Thus years which show 
the same price levels can reflect great dif¬ 
ferences in hunger levels depending on the 
direction of change. 

One further problem relates to the choice 
of foodgrain to be u.sed in the statistical 
analysis, in this case, wheat In iact, in the 
eastern half of the Province wheat made up 
only one-fifth of total cropped area at the 
turn of the century, compared to 28 per cent 
for the coarser foodgrains such as jowai, 
bajra, barley and mai/e.*' In contrast, 
wheat represented 41 per cent of the crop¬ 
ped area in the western districts. Because the 
poorer classes depended more on the coarser 
and generally cheaper grains, they svere likely 
to be more affected by rising prices of these 
grains rather 4han wheat. Production of 
these cheaper grains varied markedly 
however from distric to district. Wheat in 
fact was the only major foodgrain crop 
common to the entire province. Statistical 
analysis using all the major foodgrains of 
the Punjab is therefore difficult becau.se of 
its complexity and insufficient data. The use 
of wheat prices as an indicator of general 
harvest conditions however, may be still con¬ 
sidered a valid approach since fluctuations 
in the price of the coarser grains; though 
often more pronounced, closely reflected 
price trends for wheat.In the statistical 
analysis which follows, annual foodgrain 
price data as given in Ihble 1 represent the 
mean annual price of wheat prevailing in the 
24 plains districts of the Punjab, and are 
reported in rupees per 100 seers (one seer - 
2.06 Ibs).*^ 

One further aspect ol price data concerns 
the need to take into account the substan¬ 
tial increase in prices which occurred across 
the 1868-1908 period (Figure 1).“ Correc¬ 
ting for inflation is difficult, however, for 
lack of a reliable price index across this 
period In its absence, a regression line has 
been filled for this general rise and annual 
price data have been split into two com¬ 
ponents, the predicted (‘base’) price ba.scd 
on this general trend, and the annual devia¬ 
tion from this predicted value In the analysis 
which follows, innial regression results us¬ 
ing nominal price data aie followed by those 
lor this trend-adjusted price senes (in Tables 
2 and .1, rclerrcd to as spin price) 

Finally, n is usetui to have an under¬ 
standing of the Punjab agricultural economy 
upon which the cycles of piosperity, scarci¬ 
ty, price suigcs and hunger were based 
There are two main harvests in the T’anjab, 
the spring harvest ( labi'l and the autumn 
harvest (‘khanl’), the lormci reaped in April 
and the latter in October Rabi crops com¬ 
prise wheal, bailey, pulse and oilseeds, and 
the khanl crops, spiked riiillel, cotton, 
inai/c, 'jowar', rice and sugarcane. In the 
south-easiern disiiicis which were dependent 
mainly on the monsoon rams lalher than ir- 
rigaiion, the khanl ciop was more impoi- 
tanl, and the population depended much 
more on the coarser millets grown on dry¬ 
land. In the northern sub-montane districts. 



the spring harvest was generally more im¬ 
portant, these crops being nourished by 
winter rain.s and the spring run-off from 
melting snows in the Himalayan foothills 
Failure of the monsoon rains had quite dif¬ 
ferent effects across the Province depending 
on the area, crop patterns and availability 
of grttund well and inundation irrigation. 
Although wheat was grown primarily as a 
winter crop, the area sown depended to a 
considerable extent on the character ol the 
previous monsoon rains which provided ir¬ 
rigation waters for the rivers and inundation 
canals in the ensuing autumn/winter 
months. Ix)ss of a single season’s ciops 
might not trigger disa.strous declines in food 
accessibility because field work could siill 
be available in anticipation of adequate rain.s 
for the subsequent season However, con¬ 
secutive seasons of drought, especially those 
spanning more than a single year would 
almost certainly trigger massive declines in 
employineni, economic crisis and hunger 

III 

Correlation coefficients between third- 
quarter rainfall, wheat prices and the three 
measures ol malaria mortality arc sum¬ 
marised in Table 2 These results arc substan- 
liall) lower than those obtained trom the 
summarised data in Christophers’ original 
report Nevertheless, they suggest an impoi- 
tant relationship between mataiia niortali- 
ly and rainfall, although the significance of 
price correlations are low 

Multiple regression analysis mvcsiigates 
the joint iclationship between lam and prices 
on fever moitalily which simple coirelation 
analysis cannot assess Results' are sum¬ 
marised III Table and indicate that mon¬ 
soon rainfall and wheal piiccs (adju.stcd for 


inflation) are both significant predictors of 
malaria mortality for all three measures us¬ 
ed in the study.' Together they account for 
52 to 57 per cent of the year-to-year varia¬ 
tion in epidemic mortality. When rainlall 
alone is regressed on fever mortality, it- 
square ranges from .42 to .49. Including 
prices m the regression increases R-square 
a furthei 8 to 12 per cent. Not surprisingly, 
year-to-year price fluctuations (price devia¬ 
tion) explains i he effect of prices on annual 
malaria mortality better than the general 
trend of rising prices (base price). 

Analysis of variance in the data set sug¬ 
gests one highly unusual year within the 
epidemic figuie regression. In scattei plots 
ol residual values, 1876 consistently stands 
out as an outlier year, the epidemic figure 
being very much higher than the rain-price 
model predicts. The epidemic figure for 1876 
was the highest of the entire 41-year interval, 
but prices were the lowest on record, and 
rainfall was only marginally above normal 

a The estimated regression equations for the 
three measures are as follows (standard er¬ 
rors given in brackets); 

FDR = -9.77 - 1 - 0.55 Rain + 1.73 Base Price 

(4.65) (0.10) (0.73) 

4 0.68 Price Deviation 
(0.33) 

EF - 1.65 4 0.13 Rain - 0.23 Base Price 

(1.17) (0.02) (0.18) 

4 0.21 Price Deviation 
(0,08) 

ED = -6.57 4 0.53 Ram 4 0.58 Base Price 

(4.17) (0.09) (0.65) 

4 0.76 Price Deviation 
(0.30) 


PE-8 


Economic and Political WtfMy liuiB«hr 



(15.6 inches compared to a mean of 13.9) 
(Thble I). To some extent, this high an 
epidemic figure may be spurious, a function 
of the measure itself as a ratio of autumn 
to spring fevef death rates. (The spring fever 
death rate in 1876 was relatively low, thus 
tending to exaggerate the estimate of autumn 
mortality.) Yet there can be little doubt that 
malaria mortality in the autumn months of 
1876 was severe. Hilary and revenue reports 
make numerous references to intense 
malarial fever, and the absolute number of 
autumn fever deaths was also very high. The 
events of the year were unusual for a number 
of reasons which wi|l be explored in greater 
detail in the section which follows. Here it 
is enough to note that leaving out this single 
year from the epidemic figure regression in- 
crea.ses the R-square value from .52 to .69 
('fkblc 4), as well as its significance level. 

Given the inherent limitations of the vital 
registration data from this period, the fact 
that over half the year-to-year variation in 
autumn fever mortality is explained by these 
two factors is in itself quite surprising. That 
these results are similar for all three 
measures of malaria mortality further 
strengthens the validity of the findings. A 
clear role for monsoon rainfall in predicting 
autumn fever mortality is'not unexpected, 
given the necessity of adequate ground 
moisture and humidity for malaria transmis¬ 
sion to be possible at all. What is more sur¬ 
prising. however, is the significant role for 
prices over and above that of rainfall. 

That prices should be an important 
predictor of epidemic intensity is apparent 
also when prices and autumn fever mortality 
arc plotted together for these 41 years 
(figure 2). Between 1868 and 1908 seven 
major surges in foodgrain prices occurred 
in the province, every one of them associated 
with a marked increase in autumn fever mor¬ 
tality. Indeed, five of the seven most ‘severe’ 
epidemics during this period (that is, with 
epidemic figures of 3 or more) occurred at 
the peak of these price surges. It was this 
pattern which may have prompted Christo¬ 
phers to analyse epidemic malaria in rela¬ 
tion to foodgrain prices. He writes,’® 
annual average prices have risen and fallen 
III the course of years almost in a rhythmical 
manner. |W) e cannot help being struck bv 
the fact that if we take the summit of the 
curve in each case it will be found to coincide 
with an epidemic...7'his sequence earned out 
with such regularity can scarcely be 
accidental. 

The regression results support 
Christophers’ conclusions that the link bet¬ 
ween high foodgrain prices and epidemic 
malaria mortality was indeed something 
more than coincidence: Yet exceptions to this 
pattern do exist. Three epidemics during this 
period occurred when prices were low, in 
1876, as we have already seen, and again in 
1884 and 1890. And one year of high prices, 
1887, was associated with only moderate 
epidemic increase. To what extent do these 
‘exceptions’ weaken the argument for a role 
for hunger in epidemic causation? 

Given both the moderate rams and low 


prices, it is difficult to explain the 1876 
epidemic except against a background of the 
events pf the previous year. In contrast to 
1876, 1875 had been a year of extremely 
heavy monsoon rainfall, as it turns out the 
heaviest of any year across the 41-year 
period. Reports from lower-level officials in 
1875 describe ‘disastrous flooding’ and 
extensive crop damage. In Gurda,spur 
district, for example, the summef crops 
“almost totally failed” due to the rains, and 
in others, “low-lying tracts remained 
submerged so long that they could not even 
be sown for the spring crop of 1876”. In 
some areas whole villages were swept away 
by flood waters They also reported “lands 
heavily mortgaged, crops lost and cattle 
destroyed".” 

In spite of these losses, the provincial 
government failed to sanction relief 
measures. It also refused most applications 
for remission of land revenue (tax) collec¬ 
tions for the year, arguing “there is every 
reason to hope that the people are so well 
off as to be able to meet the calamities of 
one disastrous season without requiring the 
direct intervention of government by remis¬ 
sion or suspension of revenue”.” In fact, 
remissions were granted for only two of the 
eastern districts: in Jullundur district on 930 
acres and in Gurgaon for 13,000 acrcs.’^ 
Other districts which had suffered heavy 
losses, such as Delhi, Amritsar, Hoshiarpur, 
Gurdaspur and Sialkoi, were granted none. 
The explanation offered by district officials 

was to redirect blame to the local Indian 

* 

revenue agents, who were said to dislike the 
extra paperwork involved in such remissioas. 

Wnai ihe events ot the year 1875 reveal 
is the inexpeiicnce of the provincial land 
revenue administration. Punjab had 26 year*, 
earlier been incorporated under British rule. 
Yet awareness ol agricultural conditions wa.s 
still limited and taxation was not only 
relatively heavy bui implemented with little 
oi no information on local harvest condi¬ 
tions for individual landholdings.’^ Judging 
from comments in the 1875 administrative 
report, there was a.s yet little appreciation 
that a large proportion of peasant house¬ 
holds cultivated at subsistence levels and that 
even in good years little surplus existed to 
tide them over There was even less awareness 
of the serious economic consequences of 
severe floods in Punjab, a.s opposed lo 
drought with which provincial officials had 
acquired ai least .some familiarity. For many 
districts where giound wells supplied regulai 
irrigation, however. Hoods w’cre often more 
destructive than failure of the monsoon 
rains. Observed the settlement officer of 
Amriisa'- districi four dccadts later: “A 
failure of the summer rams may mean a 
shortage of fodder and pulse crops,’ but in 
the greater part ol the district an excess 
monsoon. causes more extensive loss and 
suffering (l)he evil effects of (which) 
may last for ycais”.’' It wa.s not until the 
early decades ol this ccntuiy that this 
awareness was regularly reflected in revenue 
(taxation) policy. , 

Crop destruciion from tj|pey|^875jnpn.s<)on 


rains must have driven many smaller peasant 
households to borrow for their consumption 
needs until the next harvests ripened. In 
many areas, however, Ihe following rabi 
harvest was also lost due to the prolonged 
effects of local floods. In addition, the need 
to pay taxes on destroyed crops and in cash 
as required by the British administration, 
meant even heavier debt and further reduc¬ 
tions m food consumption. The combined 
effect of the crop losses and ‘rigid’ tax 
policy’® IS likely to have triggered severe 
economic stress in many districts over the 
ensuing yeai. Thus when seasonal malaria 
transmission again peaked in the autumn 
months of 1876, its impact on mortality may 
well have been conditioned by the previous 
12 months’ accumulated economic distress 
and reduced consumption. Those areas hard 
hit by floods in 1875 such as Jullundur, 
Hoshiarpur, Amritsar, Gurdaspur and 
Sialkol districts were the regions which ex¬ 
perienced some of the most intense fever 
mortality the following year.” In spite of 
the 1875 kharif crop losses, however, harvest 
prospects in 1876 for the province as a whole 
were excellent by virtue of the record 1875 
rains, and prices remained low. Purchasing 
adequate foodgrain even at the.se prices 
however would have been difficult for those 
houschold.s heavily in debt, and all the more 
so for the poorer families for whom access 
to credit was restricted even in normal times. 
Though 1876 appears atypical then in the 
statistical model, it does not necessarily 
contradict the general hunger-malaria mor¬ 
tality hypothesis. Intere.siingly, autumnal 
fever deaths in 1875 though elevated do not 
appear to have been exceptionally high in 
spite of the record rams and severe flooding, 
that is* in spite of seemingly ideal climatic 
conditions for malaria (ransmission.’* 

The year 1884 was also one of low prices 
but fairly severe epidemic mortality. 
Epidemic intensity was sharply localised to 
two areas in the eastern and south-eastern 
region of the province, both of which had 
suffered several consecutive seasons of severe 
criip failure, prompting official famine relief 
measures in Hissar district.’'' These 
drought-aflecied areas in turn experienced 
heavy monsoon rains and flooding in 1884 
and severe malaria mortality Drought con¬ 
ditions had not been widespread in the pro¬ 
vince. however, and overall foodgrain prices 
in 1884 showed little increa.se It is difficult 
on ihe basis oi the information available 
from the saniiary and administrative reports 
lo estimate the relative roles of scarcity and 
flooding on malaria mortality in the autumn 
months ot 1884 But clearly, hunger must 
have been prevalent in the epidemic areas 
even though this economic stress was not 
reflected in provincial or even district grain 
prices for the ycai "" 

The year 1887 was aLso ‘unusual’ but for 
quite opposite reasons. The year was mark¬ 
ed by high prices, almost double their 1885 
level but the provincial epidemic figure rose 
only to 2.1 In spue of this moderate 
epidemic figure, morialilv was in fact high, 
tiiCreasing b^ 50 per cent lor the province 
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Remembrance of Republic... 

New Era in Uttar Pradesh : New Dimensions 


I'RIOUn'V TO LAW AND ORDER:* Cominiuneni lo • 
*Kloi fr«c SittU' ind *Tcrf*r-rrcc Saclcly*. Successful drive 
lo root out mefiA gan(^ Communal freiuy brought under contred. 

' Effeciive meosuret to combat lerronsm, police force being 
impatitd special training 

• kloMctary axaixiance raised to Rs 1 lakh to the neat of kin 
of the policemen losing their lives in encoutiten with terrorists 

• Dye eleciioM held in Nov 1991 passed off pcactfuliy. 

■ TAX RATIONALISATION AND RESOURCE MOBILI¬ 
SATION Rcmerkahle success in getting State's share raised 
by the Planning Comintssion. U P. likely to get an additional 
Ks SOO crore by way of central assistance during ihe Eighth 
Han 

- Sunplificaiion of aalct laa siruciurc. Certain articles eaempted 
. fruiu rules uia while some otltcrs given purtuil esemption An 
increase of Rs 127.50 crore tn sales laa realisation, during 
the last sia months 

m KH.LII* TO AGRICULTURE :• Despite the drought. 2 06 
lukh quintabi of seeds distributed. 

• Trausplantaium of paddy for the first time in an area of 
g,427 hectares under Usar Land Reclamation Programme 

Cooperative il^ieiies supplied 2 70 bkh MT of feriilizer. 
an increase of 42 percent over the last kharif and a record 
Rs.254 04 crorea distributed as crop loan 

• Sales lus on Qypsum and Pynie abolished 

• UlCMUNERATIVE RETURN TO SUGARCANE CRO* 
WLKS Increase ol Rs4/ per quintal in cane pncea, 
benefiting about 30 lakh faimeri with an addtitonal amount 
of Rs.141 crore 

• In accordance with ihe assurance pven by the Oovemmeat, 
all ouistandiiig cane dues, amounting lo Rs S5 crore paid by 
public sector and cooperative sugar facionet. 

■ IRRIGATION POTENTIAL AUGMENTED :* *Janpad 
Shicluil IliiiHlIiir csinl)ti.<>lwil III resolve ihc iiridMems periuiiiing 
lo iiiigjiiun at lucul level iisclf 

An oddiitonsl area of 75.000 hectares irrigated. 

• Construction of lube wells in 100 scheduled caste dominated 
villages under Dcen Duynl SInchul Yojna. 

‘Inigatiuii poicniiul under minor irriguiion woriis raised to 4 31 
lakh hcciurcs 

■ IMPROVING POM'ER SUPPLY :• Simplification of proce¬ 
dures and stipulation of time frame for sanenoning fM>wer 
coniicciioiis to new indusirics. 

> New dtsirici committees authorised to sanction power load 
up to lOO 11P 

• In Veepnig with the announcement, connections given to more 
than 10 thousand tubewelU/pumpscti 

• 17.690 damaged transformers replaced by new ones 

m RURAL DEVELOPMENT Klian S«wa Kendras have 
been established in each Nyay Panchayat 

• Assistance of Rt. 99 43 crore to 2.85.MO famihei under 
IRDP 

. Resolve lo cover the whole Stale by an Employmcol UmbreUu 
to combs! poverty and unemployment. About 60,000 familtes 
espected to bcncitt under the scheme and Ri 4 90 crore 
lancihmcd for its iin|>lcmcniatiiHi 


- 677 lakh mandays created under the Jauahar Ro^pv Yajmi 
upio Nov 91 

Record increase in mUk productioii under iha oi^erailvt 
dairy pre^ramme. 

■ REVENUE ADMINISTRATION GEARED UP:- 

• Year 91 -92 dccUicd as 'Revenue Juillce Veer*. Top pnoriiy 
to disposal of undisputed cases of succeulon. 4.25.SOt out 
of 461.971 cases disposed 

■ FOSTERING INDUSTRUtlSATION :• la order to create 
conducive climate for indusitiahsaiion. Single table apjproadi 
implemented and simplifiesilon of procedurqs adopted Private 
panicipaiion in fetiing up of Industrial ^aies aad power 
generation being encouraged 

■ • Over 16.000 ncwi industrial units set up EmployineiH w 
23.599 pertoiis by actiing up 20.977 anisan unha 

- Pott of Commisloner, NIU created for facibiatum inveiiineai 
in India by desirous HUi. 

• EDUCATION ; POSITIVE EFFORTS t-Concrete effoiu 
to achieve the target of hundred percent literacy in neat three 
years Rccruiuncoi of ten lakh Akthar Stdnlkt. Total bietacy 
campaign launched in 27 disiricis Trainirig provided to 60 
voluntary or{^anuation> 

* Salary of part-time teachers raised from Rs 350 (o Rs 1100 
per month from August 1991 

• HOUSING AND URBAN DEVELOPMENr Drwiic 
changes ill hou.sing policy Decision to reserve 50 pereem of 
ihe land acquifcd by development auihorhies and Housing and 
Oevclopmem Board for private builders to solve the housing 
problem' 

- In order to protect the environment, provision for retention 
of green belts under master plans being implemented rigorously 

■ DRINKING WATER ARRANGEMENTS : Efforts to 
complete survey work for ensuring drinking waicr arrangements 
111 alt villages by April 1992 Rs IH bt cioic sancitoned to 
different cities under water supply scheme 

■ SOCIAL WELFARE:- Provision of Rs II crore for giving 
tcholafship to 26 lakh sludenis belon|pf^ to Ihe SC/Sf and 
backward classes Simplification of sanciion and disbursement 
of scholarship procedures for students 

• FOREST ‘Smritl Van Yojns* implemented for mass 
awareness about forests. Poresi Department to look after 
(he planted saplings 

■ OTHER DECISIONS Rc.toluiion passed by Vidhait Sabha 
to create a separate Ultaranchui Slate ctHnpnsing eight hid 
districts 

- Decisbn to develop major pilgrim placea in the State as 
tourist spots Land acquired in Ayodhya lot (his purpose. 

- Over 26 lakh bogus ration cards and 1.25 crotc bogus units 

cancelled during the course of a 100 daySuia-wtiie drive 


• GARIIWAL EARHI QUAKE REI.IEF : Urge scale rescue 
and relief operations were launched in the wake of an 
unprecedented and devastating earth quake (hat hit the Carhwal 
Region of the State. State Government coininiiied lo spend 
a sum of Rs 153 44 crore uii relief measures 
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l» a compared to the previoiii year. 
Mitch of this increase was concentrate in 
the south-eastern districU of the Delhi divi¬ 
sion where crude death rates reached levels 
of 62 per 1,000. But mortality in the early 
part of the year had also been high, caus¬ 
ing the epidemic figure to show only a 
moderate increase. Ih what extent did con¬ 
ditions of scarcity uridertie epidemic patterns 
in 1887? The previous year’s harvests bad 
been poor in several districts of this division 
but not dramatically $a" That there was 
severe economic stress in the districts which | 
subsequently experienced intense epidemic S 
conditions is clear, however, from the various | 
reports of the district-level deputy commis- I 
sioners, but it appears to have been triggered w 
not so much by drought but by sudden 
massive exports df foodgrains from the 
district. The result of this export trade was 
not only soaring prices but absolute deple¬ 
tion of local foodgrain stocks. 

The effect of such external foodgrain de- 
mlnd was felt especially hard in these south¬ 
eastern districts because it coincided with the 
linking of its local markets with the burgeon¬ 
ing international export grain trade. The ex¬ 
port demand included not just wheat but 
staple “millets which form so large a pro¬ 
portion of the actual food of the local 
population’’. In the 1887-88 Land Revenue 
report, all the deputy commissioner.s of 
Delhi division “bestowed great attention to 
the large depletion of food stock reserves . 
and the increased use of facilities of transit 
of the ^ast ycar’’."^ Not only arc wheat 
prices now affected by demand in 
neighbouring markets, remarked the Karnal 
deputy commissioner with alarm , “but pro¬ 
duce even is tapped by buyers and brokers 
from distant centres including Bombay and 
Kurrachi themselve.s”."’ Prices even for the 
coarser foodgrains remained high in spue of 
the good kharif harvest in 1887 As 
familiar patterns of local market behaviour 
collapsed, speculation and anxiety became 
“rife. . .The tendency is towards a general 
rise in price, not unaccompanied with a 
depletion of stocks which tends to enhance 
... relative internal prices, that is to say, the 
absolute cost to local consumers of certain 
staples".*’ The effect of the “immense de¬ 
mand for export” preoccupied the Cturgaon 
district commissioner as well who pointed to 
grave apprehensions that existed during pan 
of the year on account of the depletion of 
stocks. .. In the early months of 1888 the 
stock of gram in hand in Gurgaon was 
almost nil, and had the rabt proved poor, 
there must have been at least inconvenience, 
as neighbouring districts were in the same 
case. Siich inconvenience would mean 
distress to numbers of the poorci poriion of 
the working population, and such diMress 
means greater susceptibility to disease, and 
consequent greater loss of life (emphasis 
added p 9). 

Though delicately phrased as possible fuiua* 
hardship, his comments suggest awareness 
that these effects already were taking place, 
mortality in the district having soared to 62 
per mille in 1887. 


It is difficult then to see the malaria 
experience of 1887 as an exception to the 
scarcity-epidemic mortality pattern, though 
in this case scarcity was as much market- 
induced as a character of the seasons. 
Though foodgrain prices were high through¬ 
out the province due to external market 
forces, malaria mortality was especially 
severe in those districts where the effect of 
these prices was compounded by sudden in- 
len.se export pre.ssures'on local foodgrain 
supplies and locally poor harvests the 
previous year. In fact, 1887 was only a 
prelude to several more severe epidemics and 
increased mortality which characterised the 
late 1880s and early 1890s, triggered in large 
part it appears by soanng foodgrain exports, 
associated high prices and unpredictable 
local market supplies. 

The epidemic of 1890 is one such example 
At first glance it also appears as an excep¬ 
tion to the scarcity-malaria intensity pattern. 
Prices were relatively low and harvest failure 
limited, so the classic triggers of hunger- 
drought and higKpric^—were absent. In ad¬ 
dition, rainfall was only slightly above 
normal. Several submontane districts such 
as Sialkot. Gujarat and Gujranwala did 
receive abnormally heavy monsoon rains 
which in turn triggered noodmg, and it was 
these districts which experienced the nvosi 
intense epidemic surge in fever deaths in the 
autumn months. Yet crude death rates were 
already verv high before the onset of the 
malaria season, in Sialkot district for 
example averaging 51 per mille in the first 
nine (pre-malaria) months, of the year*'’ 
Mortality in fact was high across the entiic 
province, virtually double the rate only 
several years earlier—at 49.8 per mille, com¬ 
parable to mortality levels to occur sub- 


Vear 

sequenily during the famines at the end of 
the decade. 

There is surprisingly little information in 
the sanitary or administrative reports which 
might explain this generalised increase in 
mortality. In the absence of any references 
to other specific epidemic diseases or 
catastrophic events, it is difficult not to con- 
clutie that these death rates reflect a general 
underlying stress from the dramatic shifts 
in the agricultural economy under the im¬ 
pact of soaring exports of foodgrain. In the 
early 1880s exports of wheat from Karachi, 
the main port to receive Punjab grain, 
amounted to less than 10,000 tons. By 
1885-86, with the increasing railway link with 
the Punjab grain markets, Karachi wheat 
exports had risen to 3,47,000 tons. In 
1891-92, a year of severe drought, raif exports 
of wheat out of ih* Punjab climbed to 
5,35,000 tons,*' representing almost 40 per 
cent of total wheat production in the pro¬ 
vince. These exports occurred despite out¬ 
turn for the year having fallen to 1.39 million 
tons from an average of just under 2 million 
tons."* The effect on local foodgrain stores 
was obvious to lower level officials. Several 
years earlier the deputy commissioner of 
Hissar district reported that even if the 
harvests were good, “if the price of any grain 
fell, it was immediately exported. ... There 
IS now little gram of any kind in store; and 
dealers do not now buy in quantity to keep 
for years, but only to keep for a month or 
two until they can make a fair profit. It is 
understood that . fortunes cannot now be 
made by storing gram for a famine”.*’ The 
unpredictahiluy that these shifts triggered in 
the rural economy was unanticipated, it ap¬ 
pears by the administration. For example, 
the 1895-96 administrative report expresses 
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“surprise that a reduction in area of crops 
by only one-fi fth . should be attended by 
a rise in prices equal to or in some cases 
exceeding one hundred per cent. (This) is a 
somewhat remarkable circumstance which 
deserves a more detailed study”.*' In fact, 
as these remarks were being recorded the 
province was plunging headlong into con¬ 
ditions ot overt famine. 

T he ‘unusual' years ol 1876, 1884 and 1890, 
then, rather than contradicting the hunger- 
malaria mortality hypothesis, highlight in¬ 
stead the incomplete nature of foodgrain 
prices as a measure of hunger. It is in this 
context that the significance of prices in 
predicting epidemic intensity is perhaps even 
more surprising Indeed, when a single 
‘unusual’ year such as 1876 is removed from 
the regression, the R-square and its sigm- 
ficance value increase substantially for both 
the epidemic figure and epidemic difference 
(Table 4).''' It appears that foodgrain prices 
at best capture only that hunger associated 
with marked and widespread drought, and 
none triggered by other c'au.ses of crop 
failure: in a sense, the tip ol the hunger 
iceberg. Christophers himself was acutely 
aware of the limitations ol loodgrain prices 
as a proxy estimate of hunger. At the Im¬ 
perial Malaria Conierence in Simla in 
October 1909 he pointed oul.''^ • 

|S|carcity i.s a factor deicrinining to a large 
degree the situation, extent and miensny of 
epidemics. But whilst prices give us sonic 
idea ot the degree of general scarcity, they 
fail to point out to u.s areas especially affected 
by failure of crops and other adverse coiidi 
lions, the reason being that ihcic is a very 
remarkable averaging pnxress in regaid lo rul¬ 
ing pnce.s'so that howevci severely one area 
is affecled by shortage of crops the prices 
after a brief discrepancy tend lo level up if 
the other areas arc unaffccicd High prices 
may even increase the prospeiily ot a tract 
in which crops have been successlul 
Ciivcn these limitations of price data as 
a hunger measure, how can tlic overall 
statistical results be interpreted? The in 
dependent role of wheat prices in predicting 
epidemic intensity clcaily adds suppoit to 
Christopheis' hypotliesis that scarcity was 
an important factor underlying patterns of 
malaria mortality across this period Yet a 
role for hunger in malaria mortality remains 
less than compelling on the basis of the 
statistical results alone because, aside Irom 
their incompleteness as a hungei nieasuie, 
prices are so many steps removed fiom the 
specific 'socio-economic conditions w hich 
they are being used to measure The C|ues- 
tion remains, are more sensitive and reliable 
measures ol hungei available liom the 
hi.stoncal records which could form the basis 
for a comparable quantitative analysis across 
the region? 

Since drought, with its asst'ciated harvest 
failure, was a major trigger of ‘searcitv’ and 
famine, .seasonal crop reports represent a 
source of data which might serve as an alter¬ 
nate such measure. Yet there are serious 
limitations ks olficial crop outturn data as 
well Reliable general estimates of district 


crop acreage arc not available until the 
mid-t880s and these data represent only 
sown area rather than harvested, in addition 
they fall to express the key factor of crop 
yields. From the early 1890s. efforts were 
made to estimate actual harvest yields, but 
the reliability of this data also is pro¬ 
blematic.” As well, crop reports fail to en¬ 
compass hunger triggered by factors other 
titan crop failure, such as trade-induced fluc¬ 
tuations in local prices and grain stores as 
occurred in the final two decades of the 19th 
centuiy. 

On the olhci hand, enormous scope exists 
for intensive local studies using unpublished 
village records Such work will provide 
invaluable insights into the relationship 
between climatic, local ecological and 
agricultural conditions and autumn fewer 
mortalitv, and possibly also distribution of 
malaria mortality within communities 
Indeed, it is this kind of micro research lor 
which the piesent study forms simply an 
introduction Yet even at this level, informa¬ 
tion on local grain storage, alternative 
employnicnl including migraliuii, and other 
factors which would mitigate or compound 
levels and prevalence of .stai vation in indi¬ 
vidual c'onimunities and households will 
likely be difficult to assess, and thus hunger 
will remain to a large degree an indirect 
measure. In the ab.scnce of obvious alter¬ 
native quantitative measure's of hunger, then, 
this study returns to the above ‘macro’ 
analysis to consider how the statistical resiilis 
Can be inierpieted in light of their obvious 
limitations 

IV 

Up to this point, a role for loodgrain 
prices III epidemic patlorns has assumed a 
link between hunger and enhanced suscep¬ 
tibility to dying from malaria infcclit>n Yet 
can the asscKiation between oven famine 
and malaria epidemic intensity necessarily 
be assumed to be one mediated by hungei? 
lo what extent might the association of high 
prices and epidemic malaria mortality be a 
luneiioii o( other social conditions associ 
aied with famine rather than hunger jvr \e'' 
A counler-argumcnl might suggest that the 
signitieanee of prices was instead a predic- 
toi of grealci exposure to malaria in addi¬ 
tion to, oi even exclusive ot, hunger—that 
for example, the social disruption and mass 
wandering ol famine victims exposed them 
to new inataria strains lor which they had 
little irnmnniiy. I his brings us to a central 
iliemc ol debate in current historical epide¬ 
miology and demography research as to the 
relative roles of disease exposure versus 
susceptibility in explaining pre-rnixiern mor- 
lalitv crises It has btxomc a subject of some 
conicciure and controversy recently which 
refiecis the inherent difficulties in obtaining 
direct ‘measures’ of either of these 
parameters Irom historical records 

C onsidcrablc migration occurred in 
Punjab during years ot famine, both spon¬ 
taneous and in tesponse to official famine 
relict politv of converting major public 


works such as canal construction in central 
and western Punjab into famine relief works. 
Yet this migration took place on a scale 
which could hardly explain the hundreds of 
thousands of excess deaths in a given 
epidemic year, particularly one such as 1908 
marked more by high prices than classic 
signs of famine. Exposure to new malaria 
strains might in theory be responsible far 
some mortality among famine migrants, but 
this would explain little of the mortality rise 
amongst local populations. For, it is difficult 
to explain biologically how parasite strains 
introduced by migrants could in the space 
of two or three months in effect supersede 
local endemic Plasmodia strains. Indeed, 
substantial migration was a normal occur¬ 
rence in Punjab, a response to the varying 
peaks in seasonal agricultural labour 

Txble 2: Spearman Correlation 

COEFI l< lENTS OF MONSOON RAINFALL AND 

Wheat Prhis with Fever Death Rate. 
hPiOEMK Figure and Epidemic Difference. 

Punjab 1868-1908 


Rainfall Prices* 


Fever death rate .68 (.0001) .19 (.22) 

Epidemic figure .75 (.0001) 22 (.17) 

Epidemic difference 74 (.0001) .22 ( 16) 

N - 41 for each variable 


* Prices rcpresenl annual deviation from trend 
line for the 41-year period; sec note 69. 
Sources- As in Table I 

Tabi f ?■ Fever Death Rate. Epidemk Figure 
AND Epidemic Difference Regressed on 
Monsoon Rainfai i and Wheat Prices, 
Punjab 1868-1908 



Fever 

Death 

Rale 

Epide¬ 

mic 

Figure 

Epidemic 

Differ¬ 

ence 

Ram alone 




R-squaro 

.42 

.43 

.48 

Significant 

(.0001) 

(.0001) 

(.0001) 

Rain and price (nominal) 



R-squarc 

.52 

.46 

.56 

Significant rain 

(.0001) 

(.0001) 

(.0001) 

Significant 




prices 

(.007) 

(.11) 

(.01) 

Ram and price (split*) 



R-square 

.54 

.52 

.56 

Significant ram 

(.0001) 

(.0001) 

(.0001) 

Significant base 




prfee 

(.02) 

(.22) 

(.38) 

Significant price 



deviation 

(.05) 

(.02) 

(-02) 


N - 41 for each variable 


Note: Rainfall = July-September rain in in¬ 
ches; Fever death rate (fdr) = October- 
December fever deaths per 1,000 per¬ 
sons; Epidemic figure = mean October- 
Oecember fdr - mean April-Juty fdr; 
Epidemic difference October- 
December fever deaths - (April-July 
fever deaths) x 75, per 1,000 
population. 

* See note 69. 

Sources: As in Table I. 
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denmnds across the province. “At harvest 
time the countryside was mobile" as 
labourers moved from regions where the 
harvest was early (south-east) to where it was 
later (further north), and from rain-depen¬ 
dent areas to irrigated regions.** Itegional 
‘transfer* of parasite strains then would not 
have been unique to years of severe 
epidemics or famine. 

There is another possible explanation for 
the observed association of high foodgrain 
prices and epidemic intensity. Rather than 
being mediated by hunger, could enhanced 
mortality during periods'of high foodgrain 
prices instead be primarily the result of a 
decline in specific malaria immunity 
amongst the population in the intervening 
years of drought when rainfall and hence 
midaria transmission were low? To explore 
this question the analysis was repeated to in¬ 
clude one-year lagged values of each of the 
malaria measures (as a measure of most re¬ 
cent exposure) as well as rainfall. No signifi¬ 
cant relationship between previous year's 
autumn fever mortality or rainfall levels and 
current mortality was apparent. Indeed, 
fever death rate showed a slight positive, 
though also insignificant, correlation with 
that of the previous' year. Admittedly, this 
represents a very indirect estimation of 
malaria immunity levels. Yet if flbctuatioris 
in specific immunity were a major determi¬ 
nant of epidemic mortality variation, a 
significant inverse (negative) corrieation with 
the previous year’s fever mortality, even at 
the Icvefof aggregate province-level analysis, 
would be expected.*’ 

The question of fluctuations in specific 
immunity also dominated discussions of 
malaria epidemicity in Punjab at the turn 
of the century. Christophers, however, 
observed no apparent protection from 
epidemic severity in those districts and 
villages where malaria was highly endemic, 
and concluded that “epidemic malaria at¬ 
tacks most severely those communities which 
already show a high degree of endemic 
malaria. It is therefore not merely the result 
of.malaria attacking those unaccustomed to 
the disease, nor are endemic areas in any way 
protected against it."*'' Subsequent village- 
level epidemiological studies in the 1930s 
added support to the view that yearly fluc¬ 
tuations in spleen rates (considered an in¬ 
direct measure of local transmission rates 
and therefore immunity levels) had little ef¬ 
fect on the epidemic potential of an area.*’ 
A further study in the 1940s found no cor¬ 
relation between district-level epidemic 
malaria mortality and spleen rate levels for 
the SCf-year period between 1914 and 1943.** 
If the association with high foodgrain 
prices, on the other hand, were primarily the 
effect of hunger and weakened general 
resistance to disease, one would expect to 
find clear evidence of malaria mortality con¬ 
centrated among the poorest classes. Such 
a pattern was in fact a recurring observation 
in the sanitary and administrative records. 
In 1878, for example, a year of famine which 
culminated in an intense malaria epidemic, 
the Punjab Sanitary Commissioner observed 
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that “malarious fevers, though most fatal 
amongst the poorer classes, spare no class 
of the peopl^’. He explains, “the poorer 
classes We been much distressed for food, 
and have suffered unusual hardships in con¬ 
sequence. The (high fever mortality rate] it 
appears is the result of widespread poverty 
and distress for food which have reduced the 
bodily strength of the people to such a 
degree as torender them incapable of resist¬ 
ing the assaults of any disease going!'** 
Christophers also was struck by the fact that 
in spite of ‘almost universal’ levels of infec¬ 
tion during the 1908 epidemic, large dif¬ 
ferences in mortality rates existed among 
socio-economic groups:"* 

If we examine in detail any lown affected by 
the epidemic, we shall find that the heaviest 
mortality has been in those classes which are 
the poorest and living in the greatest squalor. 
This is very clearly shown in Amritsar, the 
death rates in 1908 among Mahomedans, 
who form the lowest classes, being in October 
390 per mini as against 203 among Hindus, 
and in November 329 as against 181 among 
Hindus Again, [the town of] Palwal as com¬ 
pared with the villages around shows a 
greater mortality rate. The malarial condi¬ 
tions in both are identical or slightly more 
adverse in the villages; but whilst Palwal has 
a large population of dependent classes liv¬ 
ing in great squalor and poverty, the villages 
have a population consisting for the most 
part of well-to-do cultivators with a small 
proportion only of dependents. . .One may 
say that the amount of mortality in any town 
or village will be determined very largely by 
the relative proportion of well-to-do to par¬ 
tially poverty stricken dependent classes. 

Commenting on the 1881 malaria 
epidemic in the town of Amritsar he also 
noted, “(ejpideinic conditions in the Punjab 
generally were not very severe in this year 
(1881) and even in Amritsar District the mor¬ 
tality bore no relation to that in the city. It 
seems very probable that the severity of the 
outbreak was associated with economic con¬ 
ditions affecting the large bodies of 
Kashmiri workers who about this time were 
adversely affected by the decay of the shawl 
trade in Amritsalr!’"" So severe was the 
mortality that an official inquicy was re¬ 
quested. In the ensuing report, the deputy 
sanitary commissioner observed that in spite 
of ‘universal’ infection where “not a single 
native or European in the city or civil sta¬ 
tion appears to have escaped attack", mor¬ 
tality was “greatest amongst the poorer 
classes of Hindus and Muhammadans". 
There was. however, a large ‘disproportion’ 
of Muslim deaths, explained “by the fact 
that a large proportion of "the MuSlim 
population is made up of poor, ill-fed and 
badly clad Kashmiris, on whom the disease 
fell heaviest, and committed us greatest 
ravages". While attributing the epidemic to 
“massive flooding in and around the city", 
he adds, “it is not improbable that there may 
have been other agencies at work . (T)he 
vast majority of this class, owing to their in¬ 
ability to earn money to buy food, were 
found in the most impoverished conditions, 
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and suffering as much from the effects of 
chronic starvation as from fever!' 

Having arrived in Punjab towns as fhmine 
immigrants in the 1830s, the impoverishment 
of the Kashmiri shawl weavers was not a new 
phenomenon. But by 1880 the industry as 
a whole was in rapid decline, a result of in¬ 
tense competition from cheaper British tex¬ 
tile imports. This decline was compouncted 
in the 1870s by the sudden loss of its Euro¬ 
pean markets due to the Frimeo-Prussian 
war. “(T)he position of the weavers went 
from bad to worse [as] the shawl industry 
became a sweated industry”, Gadgil des¬ 
cribes, so that “by 1895 the industry was 
already a mere traditiop—a memory of the 
past”.'®’ Not surprisingly, it was the 
Kashmiri wards of Amritsar town which ex¬ 
perienced the highest mortality rates agtun 
in the 1908 epidemic*®* 

The concentration of malaria mortality 
amongst the poorest classes in famine years 
was an observation by no means limit^ to 
Punjab. Commenting on the virulent fever 
epidemic in the Central Provinces at the 
close of the 1896-9? famine, the famine com¬ 
missioners report^ that “almost all the 
medical officers employed [in the official in¬ 
quiry into the epidemic) agreed that the fever 
was ordinary malarial fever, which, though 
it attacked all classes more Or less, was 
specially fatal only in the case of those who 
had suffered from privation”.And again, 
the sanitary commissioner of the United 
Provinces observed during the 1908 malaria 
epidemic that “very few people pass through 
a normal,year without fever, but if they are 
well nourished they throw off an attack from 
which they are otherwise likely to 
succumb”. 

Such general observations are supported 
by occasional instances where actual data are 
available on death rates amongst different 
groups flhble 5). For example, fever death 
rates in the Native and European armies 
were 6.9 and 7.5 per 1,000 respectively in 
1879, a year of famine, compared to 47.6 per 
1,000 amongst the jail population.'®* Dif- 

Tisble4; Fever Death Rate, Epidemic Figure 

AND Epidemic Du^ference Regressed on 

Monsoon Rainfall and Wheat Prices, 
Punjab 1868-1908 
(Excluding 1876) 



Fever 

Epide- 

Epidemic 


Death 

mic 

Differ- 


Rate 

Figure 

ence 

Rain alone 




R-square 

.41 

.51 

.48 

Significant rain 

(.0001) 

(.0001) 

(.0001) 

Rain and price (split*) 



R-square 

.56 

.69 

.60 

Significant rain 
Significant base 

(.0001) 

(.0001) 

(.0001) 

price 

(01) 

(.46) 

(J9) 

Significant price 



deviation 

(.02) 

(.0001) 

(.004) 

N - 40 for each variable 




• See noic 69 
Sources: As in Table 1 
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feivnca in access to treatment could possibly 
account for some of this variation in mor¬ 
tality rates. It is also possible that the jail 
data represent more than malaria deaths. 
From the 1890s onwards, however, all 
prisoners in Punjab province were given 
tegular prophylactic quinine treatment, yet 
large mortality differences persisted. In 1907 
for etample, the case mortality rate for 
specific miOarial fevers was 0.13 for European 
troops, 0.30 for native troops, and 0.31 for 
prisoners—kiase mortality rate’ representing 
the percentage of people dying of malaria 
amongst the total number infected. These 
data are especially interesting given that “far 
more stringent measures of prevention (were 
considered] possible m jails than in regimen¬ 
tal lines".'®* If anything, they probably 
underestimate the role of nutrition in fever 
mortality for the population as a whole, 
given that once in jail, prisoners would be 
receiving regular, if only minimally ade¬ 
quate, food rations—a situation quite 
unrepresentative of the poorer classes even 
in non-scarcity times. Alongside the nar¬ 
rative accounts, such data strengthen the 
hunger hypothesis by suggesting higher case 
mortality rates specifically amongst those 
classes whose access to food was most 
precarious. 

Is it po.ssihle that at least some of the ex¬ 
cess mortality among the poor could still be 
due to greater exposure to infection? In the 
few large towns of the Punjab to some ex¬ 
tent this may have been the case. In his 
report, Christophers meticulously plotted 
out sequential weekly mortality rates among 
the various wards of Amritsar and Delhi 
over the course of the 1908 epidemic. The 
resulting epidemic maps suggest that many 
of the peripheral wards experienced earlier 
and more inten.se mortality compared to the 
central wards. Anopheles breeding sites were 
found mainly on the perimeter of these 
towns where many of the poorest residents 
lived—the low mud homes of the poor often 
bordering drainage sites. While virtually the 
entire population eventually became infected 
dunng the course of the epidemic, the poorei 
households of these outei ward.s may well 
have been exposed to higher levels of re¬ 
infection. Yet even in these largest towns 
there arc exceptions to this pattern—pockets 
of low mortality in the outer wards and vice 
versa. 

For the vast majority o( the population 
living in rural Punjab, however, substantial 
and consistent class diffeicnccs in exposure 
to malaria were very much less likely. Village 
communities were built up from the surroun¬ 
ding plains a.s clusters of contiguous mud 
houses. A culicifacies breeding occurred 
mainly in accumulations of standing water 
in adjacent fields and waste tracts. The size 
and physical compactness of villages meant 
that marked differences in exposure from 
surrounding mosquito breeding sites were 
unlikely. Levels of exposure to malatia in¬ 
fection were determined primarily by general 
entomological conditions, a function of 
local rainfall, flooding and in certain in¬ 
stances waste ('untidy’) irrigation waters. 


Uncontrolled flooding magnified these con¬ 
ditions, a factor of special importance to 
Punjab because of the physical character of 
the land. The extremely gradual slope of the 
alluvial Punjab plains—less than one foot 
per mile—meant that large tracts were pro¬ 
ne to extensive Hooding in years of excessive 
rainfall. This potential was compounded by 
the nature of the soil itself, the fine clay silt 
making the land relatively impervious to sur¬ 
face collections of water and therefore very 
slow to dram once flooded. In his study of 
the 1908 epidemic, Christophers clearly 
pointed to flooding as a key determinant of 
localised epidemic severity. “Fulminant 
malaria’’, he writes in italics, “is almost 
synonymous with malaria of diluvial 
origin "For example he documents large 
differences in epidemic mortality between 
neighbouring villages, differences which ap¬ 
peared to depend solely on the extent of 
flooding of the surrounding lands. , 

The importance of flooding for malaria 
transmission is obvious. As flood waters 
drained, countless pools of water ideal for 
the development of Anopheles mosquitoes 
would be formed. Along with greater 
numbers of mosquitoes, expanses of surface 
water increased atmospheric humidity and 
thus prolonged mosquito survival—a con¬ 
dition essential for maturation of the 
parasite inside the vector. As an essential 
determinant of malaria transmission as well 
as a general predictor of flooding across the 
province, it is not surprising that rainfall is 
strongly associated with mortality in the 
statistical analy.sis because any transmission 
of malaria, and in particular falciparum 
malaria, can be expected to result in 
mortality. 

Yet the independent role of prices suggests 
that a careful distinction must be made bet¬ 
ween incidence of infection (a function of 
this transiiiissioB) and any specific mortality 
levels from that infection. It is possible that 
part of the imporfance of rainfall in predic¬ 
ting malaria inieilsity may itself involvt 
hunger-related factors. For along with thcii 
entomological effects flood waters also hac 
profound economic consequences. They 
damaged or destroyed standing khanf crop.s, 
and in addition often prevented sowing of 
the subsequent rabi crops. Flooded fields 
therefore also meant sudden unemployment 
at a time when village foodgrain stores from 
the previous year’s harvests were low. At the 
same lime, floods phy.sicaily isolated village 
communities since local country roads 
would often be submerged. Christophers 
documented that many villages were still sur¬ 
rounded by water from the previous year’s 
rains during his study tours in early 1909 and 
one village he could not reach at all for stan¬ 
ding water. These same conditions mdde ac¬ 
cess lo outside food arid work through trade 
or migration di fficult, oftentimes impossible 
An immediate effect of flooding, in addi¬ 
tion to enhanced malaria transmission, must 
have been a sharp increase in levels of 
hunger, particularly within those households 
with few or no reserves. These effects would 
only be compounded if stores of grain were 


already depleted from drought or indeed 
famine the previous year. Referring to 
epidemic conditions in the Punjab in 1908 
the sanitary commissioner for the govern¬ 
ment of India observed:"® 

[Wjhen large tracts of country are submerg¬ 
ed, houses collapse, harvests are destroyed 
and the poorer classes of the peasantry are 
not only thrown out of employment, but afe 
exposed to great privation and hardship. It 
IS then (hat the mortality .among chlldim and 
the aged is so high—malaria, owing to the 
simultaneous occurrence of exposure and 
privation, had become a very fauU disease! 
It is unlikely that ‘exposure’ in the sense 
referred to here—[rfiysical nposure associated 
with the collapse of houses—would greatly 
increase exposure to malaria infection since 
the normal resting habit of the A cuUciracies 
IS inside human dwellings or cattle sheds and 
the risk to humans of mosquito biting ap¬ 
pears to be as great iMfOors as.it is out¬ 
side.'" On the other hand, the conse¬ 
quences of flooding for ‘privation’ were 
dramatic. To what extent, then, might the 
importance of rainfall in the regression 
results flood-related economic stress in ad¬ 
dition to their purely entomological effects 
on malaria transmission? 

If hunger were indeed an important deter¬ 
minant of lethality of malaria infection as 
the sanitary records and regression results 
suggest, it would be surprising if rainfall as 
a predictor of flooding did not also reflect 
hunger to some degree. At the same time, 
public health officials not infrequently 
observed that flooding on its own did not 
nec'cssarily trigger the most severe epidemics. 
The seemingly contradictory epidemic pat¬ 
terns in 1875 and 1876 for example were 
remarked upon at the time. “It is ofien sup¬ 
posed that a wet season is necessarily 
unhealthy”, notes the Punjab sanitary 
commissioner, “but the Jail Returns of 
(1875) by no means support such an opinion. 

. . (A)khougli the rainfall was extraordinari¬ 
ly copious over the whole eastern twriinn of 
the province, excessive sickness prevailet] in 
only a few of the districts." Indeed, the 
sick rates and fever mortality amongst the 
jail population where records coiild be 
assumed to be reasonably accurate were con¬ 
siderably lower in 1875, a year of record 
monsoon rainfall and severe flooding, com¬ 
pared to 1876. Again in 1893, the invariable 
association of flooding and intense malaria 
was officially questioned. “(I)n 1890”, points 


Table S: Fever Death Rates Per Milli, 
Punjab 1870-79 



1870-79 

1879 

Jails 

14.0 

47.6 

European array 

4.7 

7.5 

Native army 

3.5 

6.9 

Police force 

1.8 

2.4 

Ibwns 

21.5 

52.7 

Rural dicles 

19.5 

36.6 


Sourer. Annual Keport, Sanitary Commis¬ 
sioner, Puqjab (1880), p 40. 
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Vmuiie 3; fever Death Rate (Octoibr-Dbcember) 



outtheUeutenam-governor, ‘‘thedistrinof 
ORjanu luffared a terrible mortality from 
malaria] flevers, generally ascribed to the 
heavy rtmfali and the inundations by the 
overflow of the Bhimbar River. In 1893 there 
was an equally heavy rainfall and more ex¬ 
tensive inundations; but while attendance at 
the dispensaries in 1890 for these fevers was 
3748S, l^t year it was only 12,016:*"^ 

In both these instances, it seems likely that 
economic conditions prevailing at the onset 
of the monsoon rains considerably influenc¬ 
ed mortality during the ensuing period of 
malaria transmission. The heavy rainfall of 

1875 had been preceded by three years of 
good to excellent crops. Levels of unemploy¬ 
ment aitd hunger therefore were probably 
relatively low at the onset of the 1875 mon¬ 
soon which may have cushioned the econo¬ 
mic consequences of subsequent floods to 
a considerable extent. By comparison, the 

1876 administrative records suggest intense 
economic hardship preceded the 1876 rains 
in many areas across the province, a result 
of the ‘disastrous’ crop losses and revenue 
demands the previous year. With respect to 
the 1890 epidemic, foodgrein prices though 
not extremely high were rising over the 
course of the year, whereas in 1893 they were 
falling sharply from the previous three years’ 
peak. These examples suggest that it was 
cumulative economic stress which set the 
stage for epidemic malaria in its most 
virulent form. 

None gf this is meant to suggest that the 
effect on mortality of enhanced malaria 
transmission was negligible. Malaria even 
amongst the well nourished is not an in¬ 
nocuous disease. This is especially true for 
falciparum malaria, the predominant form 
of malaria associated with epidemics of this 
period in Punjab "* (Jt is falciparum 
malaria which can lead to the highly fatal 
cerebal form of the disease.) However, even 
acknowledging these general mortality risks, 
the death rates observed in Punjab during 
many of the epidemics of this period rank 
far above present-day estimates of mortality 
rates from the disease."’ For example, in 
the space of less than two months, the town 
of Jullundur in 1876 lost one-seventh of its 
entire population. Assuming universal infec¬ 
tion in the community, this amounts to a 
mortality rate of over 14 per cent, a rate 
which would have been even higher within 
the quarters of the town where mortality was 
concentrated. Such mortality rates were not 
unusual during malaria epidemics of this 
period. How much of this extraordinarily 
high mortality was due to enhanced exposure 
and how much to greater susceptibility to 
succumbing from the infection due to under¬ 
lying hunger? 

The importance of rainfall in the regres¬ 
sion results points to malaria transmission, 
thus levels of exposure to infection, as a key 
determinant in year-to-year variation in 
epidemic mortality. Clearly, adequate rainfall 
was a necessary precondition for substan¬ 
tial, and indeed, any transmission to occur 
in the drier plains districts of Punjab. To 
what extent, however, did scarcity compound 
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what might be considered ‘normal' mortality 
in years of high transmission levels? This 
question, unfortunately, cannot be answered 
directly by the above statistical analysis, a 
reflection of the inherent limits of quan¬ 
titative methods in historical analysis. But 
important indirect clues ad; suggested when 
the relationship between malaria mortality, 
rainfall and prices in the period after l%8 
is compared with that of the preceding 41 
years. Indeed, such a comparison provides 
an essential perspective for interpreting the 
regression results of the I868-IW8 period. 

\ 

In the period after 1908 leading up to in¬ 
dependence in 1947, all three measures of 
malaria mortality show a marked decline 
(Figures 3 to 5)."'’ By 1940, epidemic inten¬ 
sity as measured by both the epidemic figure 
and epidemic difference was a fraction of 
that prevailing up to 1908."^ Indeed, by the 
time DfXr became available in the late 1940s 
the ‘notorious’ Punjab malaria epidemics 
had already become a thing of the past. It 
IS difficult to explain this decline in malaria 
mortality solely on the basis of entomo¬ 
logical factors—that is, factors affecting 
levels of malaria transmission and thus 
exposure There was no decline in monsoon 
not total annual rainfall across the 1868-1942 
period Extensive post-monsoon flooding 
continued with no clear change either in in¬ 
cidence or severity indeed, judging from 
spleen surveys and hospital and dispensary 
records, malaria infection rates remained 
high righi up to independence."’' 

What appears to have changed after 1908 
is not so much the incidence of infection- 
numbers of persons infected during the post- 
monsoon period—but lethality of malaria 


iniection, the proportion of infected people 
dying of the disease. One possible explana¬ 
tion for declining lethality could be treat¬ 
ment Yet per capita availability of quinine 
across the province, and in particular in the 
rural areas which made up 85 per cent of 
the population, was so low even by the late 
1930s as tc make this explanation 
unlikely'’"—even assuming equal access to 
available supplies by those groups most at 
risk of succumbing to the disease. Another 
explanation commonly offered in discus¬ 
sions of historical epidemic decline is 
changes in virulence of the infectious disease 
organism. Malaria, however, was not spread 
from a single point source but endemicallv 
present throughout the province. Such an ex¬ 
planation thus would entail the spontaneous 
and simultaneous decline in virulence oi the 
various strains of Plasmodia across the en¬ 
tire province, whai amounts to an extra¬ 
ordinarily unlikely biological event—indeed 
across British India as a whole since the 
decline in fever death rates was not confin¬ 
ed to Punjab province. 

On the other hand, a number of administ¬ 
rative and economic changes occurred in the 
early part of the 20th century—in famine 
relief, taxation (land revenue), communica¬ 
tions and foodgrain control policy among 
others—which together may well have 
altered the frequency and duration of 
periods of stark hunger and starvation 
amongst the poorc.st classes of the popula¬ 
tion. From the 1910s onwards the Punjab ad¬ 
ministration increasingly acknowledged the 
devastating effects of both drought and 
floods and responded with assistance, albeit 
limned, in the form of tax relief, loans and 
reconstruction grants to the communities af¬ 
fected. Indeed, it was in this decade that the 
term drought relief increasingly came to 
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replace ‘famine’ relief, a change which 
reflected substantive changes in altitude and 
apprpach to famine prevention. While these 
administrative changes are unlikely to have 
altered entomological conditions in the pro¬ 
vince, they unquestionably lessened the 
economic effects of drought and flooding 
and thus probably also the fequcncy and ex¬ 
tent of rank starvation amongst the poorest, 
mo.si vulnerable classes. 

These questions cannot be addressed in 
detail here, except as they tKar on the ques¬ 
tion of the role of rainfall in the general 
statistical results.'2* Interestingly, the rela¬ 
tionship between rainfall and epidemic mor¬ 
tality remains very strong after 1908 even as 
actual mortality from these epidemics dec¬ 
lined dramatically.'^^ The relationship bet¬ 
ween foodgrain prices and malaria mortality, 
on the other hand, changed fundamentally 
(Figure 6). By the second decade of the 20th 
century, high prices were no longer in¬ 
variably as.sociated with severe malaria mor¬ 
tality. Fpidemic mortality peaks were very 
much lower, and show an inconsistent rela¬ 
tionship with price levels.’’* By the early 
decades of the 20th century, the price- 
malaria mortality link appears to have been 
broken.’’* 

Epidemic behaviour after 1908 thus stands 
in quite remarkable contrast to that of 
1868-1908. Could this mean that the strength 
of rainfall in the 1868-1908 regression lies as 
much in predicting the timing of epidemics 
from year to year as much as predicting 
specific mortality levels in a given epidemic? 
A definitive answer to this key question 
would require direct information on in¬ 
cidence of malaria infection across the en¬ 
tire 1868.1940 period and, again, this kind 
of data is simply not available. 

There arc other reasons, however, to ques¬ 
tion whether exposure to malarial infection 
was in itself the primary determinant of 
pre-1910 mortality levels Construction>of 
several major irrigation canals in Punjab 
took place in the final years of the 19th cen¬ 
tury, and it IS likely that malaria transmis¬ 
sion increased considerably in these areas as 
a result of increased collections of surface 
water. Yet enhanced transmission does not 
appear to have been accompanied by greater 
epidemic mortality, except in the very liKalis- 
ed areas where .severe watcilogging greatly 
interfered with agricultural prosperity as 
well,'** Indeed, further massive extension 
of the canal systems across Punjab and 
neighbouring Sind province in the early 
decades of the 20th century coincided with 
decline not only in seventy of malaria 
epidemics but in overall crude death rates 
as well.’^'’ 

The experience of malaria in other regions 
of British India also points to the overriding 
importance of hunger Malaria, for example, 
was considered a leading cause of death in 
Bengal as well, and as in Punjab, fever death 
rales declined regularly after 1920. Yet dur¬ 
ing the Bengal famine in 1943, malaria reap¬ 
peared in a highly lethal form specifically 
among the starving portion of the popula¬ 
tion.'*" This stidden, transient, and selective 
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increase in malaria mortality among famine 
victims cannot be explained by greater 
exposure'^” and thus appears much more 
likely to be a function of change in host 
susceptibility. 

All of these observations indirectly sug¬ 
gest that levels of malaria transmission and 
infection could well have been less impor¬ 
tant than enhanced .susceptibility to the 
disease in explaining year-to-year variation 
in epidemic mortality. This in turn supports 
the view that part of the importance of rain¬ 
fall in the regression results may have been 
as a predictor of hunger, though such a role 
is impossible to quantify. If, as both the 
statistical results and descriptive records sug¬ 
gest, hunger was an important determinant 
of malaria mortality in Punjab, the implica¬ 
tions are wide-ranging 

VI 

At this point, it becomes important to 
define more precisely the meaning of hunger 
as expressed in this study by wheat prices. 
Hunger encompasses two different though 
often co-existent physical states: on the one 
hand, acute starvation or sudden gross defi¬ 
ciency in food (caloric) intake to levels which 
if maintained beyond the short-term are in- 
, sufficient to sustain lite; on the other hand, 
undernutrition (oi what has come to be 
commonly reterred to as malnutrition), the 
result of less drastic but longer term under- 
leeding While moderate to severe under- 
ntiirition is clearly linked to increased mor¬ 
tality as well,”" the distinction lies in 
relative effect over time on mortality. 
Physiological differences between these two 
states may quite possibly lead to differences 
in response to malaria infection, and thus 
are technically important considerations. 
However, in the context of this study it is 


very likely that both acute and chronic 
hunger co-existed in subgroups of the popul¬ 
ation, a ’situation which makes it difficult 
to determine their relative importance in 
enhancing malaria mortality historically. It 
was generally the classes surviving at sub¬ 
sistence levels and already undernourished 
whose access to food was most precarious 
in limes of economic .stress and/or high 
prices. 

Mortality rales during malaria epidemics 
of this period appear to have been highest 
amongst young children and the aged, that 
is, amongst those agt groups most likely to 
be most malnourished in the population.'*' 
This would suggest at least some role for 
malnutrition as distinct from acute starva¬ 
tion.'*^ This IS also suggested by the 1907 
prison malaria death rates quoted earlier— 
relatively high mortality rates amongst in¬ 
mates in spite of some, if not ideal, food in¬ 
take once in jail. Yet an overriding impres¬ 
sion from the various records is that acute 
hunger played a distinctive role in intensi¬ 
fying mortality rates beyond that of 
malnutrition. And indeed this is suggested 
by post-1908 mortality patterns. It is unlikely, 
for example, that the prevalence of malnutri¬ 
tion declined dramatically after 1908, given 
the high levels which continued to prevail in 
the post-independence period in much of 
south Asia. In contrast, the frequency and 
prevalence ot overt .starvation clearly declin¬ 
ed. This of course does not rule out a role 
for malnutrition in enhancing mortality 
from malaria, but suggests that any effect 
was very much accentuated by stark hunger. 
These questions are of enormous impor¬ 
tance both medically and historically, 
though resolving them is difficult for lack 
of adequate information which might per¬ 
mit unravelling of the two highly correlated 
factors. In the context of this study, however. 
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the dittiiicttve aspect of the hunger expressed 
by soaring foodgrain prices can be seen as 
a dramatic increase in prevalence of acute 
starvation. 

This preliminary study will not address 
the complex biological questions as to how 
hunger might affect malaria lethality. It is 
well recognised that severe.undernutrition 
compromises the effectiveness of the body’s 
immune system, an effect which heightens 
mortality for a number of infectious 
diseases. Malnutrition and hunger may have 
played such a rote with respect to malaria 
during this period.it was not an uncom¬ 
mon observation that response to malaria 
treatment was often very poor amongst the 
hungry. Medical witnesses to the 1943 
(Bengal) Famine Commission, for example, 
reported that “destitutes attacked by malaria 
often failed to respond to appropriate treat¬ 
ment and succumbed readily to the disease, 
while healthy people attacked by malaria in 
the same area recovered after treatment in 
the usual way’’.'^^ Such.differences in cure 
rates suggest a link between compromised 
general resistance and lethality of malaria 
infection.”’ 

Such an interpretation, however, con¬ 
tradicts modern medical understanding. 
Malnutrition is not considered to affect 
adversely the outcome of malaria, and in¬ 
deed, it is argued, it may offer some protec¬ 
tive effect against the disease. But there 
are a number of possible explanations for 
these seemingly contradictory positions. It 
may well be, for example, that acute hunger 
plays a distinctive role compared to mal¬ 
nutrition in exacerbating lethality of malaria 
infection; very little current research 
specifically addresses the question of star¬ 
vation (nothing to eat) as opposed to under¬ 
nutrition or micronutrient denciencies. 

Another explanation may lie in confusion 
between symptomatology, levels of parasi¬ 
temia and actual mortality from the disease. 
The hypothesis, for example, that starvation 
may protect against malaria often derives 
from a focus on the effects of hunger on the 
malaria parasite; lower blood parasite'levels. 
But as one researcher points out. whilei 
micronutrient deficiencies may lower para¬ 
site levels, such a ‘protective’ effect is ques¬ 
tionable if at the same time host mortality 
increases.”’ Indeed, famine victims in 
1942-43 Bengal also were observed to have 
low malaria parasite levels and few of the 
classic malarial symptoms, yet they appeal 
10 have died in inordinate numbers from thc 
disease. One can say that the very posing of 
the question—does malnutrition lead to 
enhanced virulence or severity of infec¬ 
tions—perhaps betrays an unconscious 
‘germ-centric’ bias to the issue. The more 
important question is surely whethep^a 
malnourished and/or starving person sur¬ 
vives an infection or not, regardless of 
^ parasite levels or symptomatology. In the 
case of epidemic malaria in Punjab, could 
It not be that post-monsoon infection simply 
lipped the.balance amongst the starving? 
Tipping the balance between survival and 
death could thus be seen not primarily as 
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a function of parasite virulence or numbers, 
but, in the words of the Punjab sanitary 
commissioner during the 1878 famine, the 
“reduced bodily strength jof the hungry) 
rendering them incapable of resisting the 
assaults of any disease going’’.”" Current 
malaria research with respect to nutrition 
factors, then, may not yet adequately address 
either the physical slate of hunger or the 
conceptual issues involved in the historical 
‘relationship between epidemic disease and 
hunger. 

Leaving aside the biological questions, the 
epidemiological effect of price surges was 
often not a famine-specific pattern of mor¬ 
tality. but rather an accentuation of ’normal’ 
seasonal mortality patterns. This effect was 
not unique to Punjab as Amartya Sen has 
shown in his study of mortality during the 
1943 Bengal famine.”'' The implications, 
however, arc not inconsiderable for analysis 
of historical moitality trends. For example, 
if subgroups of the population subsisted on 
inadequate and variable food intake in nor¬ 
mal times, to what extent did hunger 
underlie ordinary seasonal mortality pat¬ 
terns and high (crude) death rates generally? 
And further, if famine-triggered epidemic 
mortality represents only one end of a con¬ 
tinuum, in what context can ’normal’ mor¬ 
tality levels for the period be defined? This 
lakes on importance with respect to recent 
research efforts which attempt to quantify 
mortality in individual epidemic and famine 
crises across the period in relation to 
‘background’ or ‘normal’ mortality.'"" 

The study of malaria in Punjab also 
highlights the difficulty of distinguishing 
between ‘famine’ and epidemic mortality 
historically, a distinction perhaps too facilely 
made throughout current historical demo¬ 
graphic and epidemic literature. Jullundur 


district for example, a densely populated 
submontane region of Punjab, was generally 
considered famine-immune, its prosperity a 
function of readily available ground water 
irrigation and comparatively relidble rams. 
In 1892. W E Purser, the settlement officer 
wrote, “Jullundur has not suffered severely 
from famine within living memory of man, 
and is not likely ever to puffer much’’.'"' 
After stressing the ‘sccurits^ of the district 
however, Purser also acknowledged that 

(o)f course, there is a considerable portion 
of the population living from hand-to-mouth 
on daily wages ot small dues received at each 
harvesi ...who are seriously affected byj ri.se 
in prices to which their scanty income has not 
been adjusted. These suffer much in seasons 
of scarcity and the mortality among them 
must be aggravated by want But the ordinary 
agriculturalist will usually pull through as 
long as his cattle can be saved. 

Overall mortality rates in Jullundur 
district were in fact similar to those in other 
districts of the province considered more 
famine-prone.'Likewise, epidemic malaria 
was as frequent and lethal a visitor, and as 
clearly associated with foodgrain price 
surges. Indeed, fever death rates in the 
district during the two previous periods of 
famine in Punjab, in 1869 and 1878, were 
similar to those in districts more directly af¬ 
fected by drought. During the latter famine 
year, the crude death rate registered in 
Jullundur was the highest of any district in 
the province, much of this exce.ss moriahiy 
concentrated in the autumn malaria months. 
Clearly, the designation ‘famine’ in historical 
records may in the specific instance express 
as much about social phenomena or ad¬ 
ministrative concerns as about levels of 
hunger or mortality within a population. 
One further question concerns the fate of 
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these observations. What became of Christo¬ 
phers’ conclusions in particular,'^^ and 
more generally, the vividly documented and 
acknowledged role of scarcity as a key deter¬ 
minant of mortality levels and epidemic 
crises in 19th century south Asia? Put 
another way, what happened to hunger in 
historical and medical discourse? Not sur¬ 
prisingly. the word ‘hunger’ rarely appears 
in official records. Less emotive terms such 
as privation, scarcity and economic hardship 
were generally used, though the meaning 
behind them was unequivocal. Even indirect 
reference to hunger, however, disappears 
from government reports and malaria 
research after the early decades of the 20th 
century. It reappears in Indian sanitary (now 
termed public health reports in the late 1930s 
but expressed instead as ‘malnutrition—that 
is, in the terminology of the new science of 
nutrition. Very quickly the term became in¬ 
terpreted more as a qualitative problem 
(deficiencies in micronutrients such as 
vitamins and iron) than as a quantitakve one. 
Such a transformation was not unrelated to 
developments in scientific thought elsewhere. 
Celia Petty describes a similar “shift in the 
common understanding of the national 
nutrition problem” in the early decades of 
the 20th century in Britain and a growing 
belief that “public health problems would 
be remedied by biochemical interven¬ 
tion” Today medical scholarship ad¬ 
dresses malnutrition with increasingly nefined 
methods for its measurement, investigation 
and treatment. Yet consideration of the state 
of hunger itself is generally absent as a con¬ 
cept or factor in infectious disease 
re.search 

VII 

The implications of these preliminary 
findings bear on a numbes of areas of south 
Asian historical research. Under the impact 
of colonial economic policies, the agricul¬ 
tural economy of Punjab and the subconti¬ 
nent more generally underwent profound 
shifts. The effects of thc.se changes were fell 
very dilferently across classes, and for many 
subgroups were a double-edged sword. On 
the one hand, the growing rail network and 
trade in gram meant that .seasonal fluctua¬ 
tions in regional food availability were 
gradually reduced Railway development 
also meant increasing mobility for those af¬ 
fected by drought-related unemployment 
On the other hand, access to food in Pun¬ 
jab was increasingly influenced by factors 
other than local harvest conditions. Food- 
grain puces became subject to prices prevail¬ 
ing more broadly in the subcqptinent as well 
as international prices and export demand. 
Ai the same tune, traditional methods of 
local tood security were very quickly under¬ 
mined. 1 he ipiestion of access to ‘available* 
ftuHi, and thus hunger, in the face of these 
competing efltcis is thus enormously com¬ 
plex and mei its an entire study of its 
own Nevertheless, for the purposes' of 
this present study, it appears clear that up 
to the first decade of the 20th century, fluc¬ 


tuations in foodgrains prices were large, and 
sudden increases continued to signal, and for 
particular groups directly triggered, massive 
declines in acce.ss to food. The effect of these 
shifts, this article suggests, was recorded to 
a significant degree in the pattern of malaria 
death rates across the province. As an in¬ 
direct barometer ol hunger, then, the study 
of epidemic malaria in Punjab may shed 
considerable light on the character and 
effects of this period of economic and 
demographic transition. 

A related question which this study raises 
IS whether epidemic patterns in the second 
half of the I9th century represent a change 
from that preceding the colonial period It 
IS clear that the enormous engineering pro¬ 
jects emailed in railway, road and canal con¬ 
struction led to increased malaria transmis¬ 
sion, particularly in newly irrigated 
areas.'** In addition, the effects on the 
natural drainage of the plains apd conse¬ 
quent Icrtility and local economic prosperity 
were in local areas enormous, while the rapid 
denuding of sub-Himalayan hill tracts for 
railway construction and fuel clearly had an 
impact on severity of flooding down¬ 
stream.'*^ To gauge the overall impact of 
these ecological changes on severity (actual 
mortality) of epidemic malaria is beyond the 
scope of this study, however, and awaits 
painstaking efforts to reconstruct local data 
series on epidemic patterns for pre-!860 for 
which official vital registration data are 
unavailable. 

This study also poses a number of ques¬ 
tions for research in historical hunger and 
demography more broadly. The centrality of 
hunger as a fact and constant threat in the 
lives bf large segments of most pre-modern 
societies was brought into prominence in 


European historical studies by French histo¬ 
rians, Meuvret and Goubert, in the I940s to 
I96()s'** More recently, hunger has begun to 
receive concerted attention as a subject for 
empirical and theoretical study in English 
historical demography research as well.'*’ 
Vigorous research and debate continues in 
the interpretation of the factors underlying 
European mortality patterns and crude 
death rate decline. Within this work, there 
has been a recent shift to interpreting pre¬ 
modern epidemic crises more in terms of 
changes in exposure to infectious disease 
rather than to hunger itself. Epidemics 
across the I5lh to early I9th centuries of 
European history, it is argued, were more a 
result of enhanced exposure to infection 
through improved transportation, trade, and 
mobility of populations than of the effects 
of hunger per se. Even the general associa¬ 
tion of epidemics with famine is incresingly 
seen as a function primarily of increased ex¬ 
posure to disease resulting from social 
disruption and ‘dysfunctional behaviour’ of 
famine victims.**" Can this recent focus on 
disease exposure be reconciled with the ex¬ 
perience of epidemic malaria in Punjab? 

It is difficult to recognise any significant 
role for migration and increasing mobility 
in Punjab in explaining epidemic malaria 
patterns across this period although onques- 
tionabiy both took place. Most epidemics 
occurred in the absence of mass migration 
which in theory at least might have increased 
exposure to new strains of parasites. Indeed, 
the one period of enormous migration which 
occurred in I947 at the time of independence 
and partition of Punjab province appears to 
have been remarkably free of an epidemic 
surge in autumn malaria monatiiy. Con¬ 
versely, it is difficult to explain the dramatic 
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decline in maliria morutity after 1908 
through decline in levels of exposure to the 
disease across the Province. As important a 
factor as exposure may be from a theoretical 
point of view, it cannot be expected neces¬ 
sarily to explain mortaiity patterns in the 
absence of corresponding information as to 
lethality—case mortality rates.’’' This 
highlights the important distinction between 
infection on the one hand and actual mor¬ 
tality from a particular disease on the othei. 
Though the two are related, a direct and pro¬ 
portional relationship can rarely be assumed. 

The study of epidemic malaria in Punjab 
also highlights the complexities of measur¬ 
ing hunger in history, and in particular the 
use of foodgrain prices as such a measure. 
Considerable methodological confusion 
prevails in the use of foodgrain prices in the 
study of historical mortality crises. The 
limitations of such data are pften recognised 
in theoretical discussions, yet in quantitative 
analyses of mortality and price scries, 
statistical results often are interpreted as a 
direct estimate of hunger.*’^ Increasingly, 
■ here has been an expcaation that famines 
and epidemics ought to “coincide neatly in 
historic records". Without this strong cor¬ 
relation, the role of hunger in epidemic 
history has become suspect.''-’ Indeed, in¬ 
stances of epidemic crises during periods of 
low or moderate grain prices are not infre¬ 
quently cited as de facto evidence of the 
autonomous nature of epidemic disease in 
■historical mortality crises. This study sug¬ 
gests that such conclusions are risky in the 
absence of detailed information about 
economic conditions in the areas specifically 
affected by epidemic mortality. It illustrates 
how incompletely prices capture local levels 
of hunger even in the very early period of 
market integration in Punjab. This is 
especially true with respect to low prices. 
Economic stress in Punjab could be highly 
ItKalised and thus produce a negligible effect 
on market prices, yet be associated with 
epidemic conditions so inten.se as to elevate 
mortality figures for the entire province. 
Thus while foodgrain prices are an impor¬ 
tant aid in identifying periods of seven: or 
widespread economic stress, as a measure of 
hunger their value lies as an adjunct to, 
rather than substitute for, detailed research 
on local/economic conditions.”' This is 
perhaps obvious for the period of economic 
‘transition* when developing trade in food- 
grains across regions meant that prices less 
and less reflected local food availability, 
much less, accessibility. But even prior to 
market integration in Punjab, intense 
economic stress and hunger could co-exist 
with low prices during years of localised pest 
or flood related crop damage. 

Confusion extends beyond the methodo¬ 
logical limitations of price data as a measure 
of hunger. Surprisingly little theoretical 
discussion addressscs the nature of the 
‘nutritional factor’ which foodgrain prices 
are being used to measure. Even when ad 
justed to prevailing wage rates, the resulting 
‘real wage' estimates fail to express the more 
fundamental aspect, of historical hunger 


which is gaps in consumption—that is, 
recurring intervals where subgroups of the 
population had tittle or nothing to eat. Yet 
it is these gaps, as distinct from under¬ 
nourishment, which surges in foodgrain 
prices may more importantly represent. 
Gaps in consumption were seasonal within 
a given year, but more importantly the result 
of year-to-year variation in climatic and 
agricultural conditions, and as we have seen, 
broader economic factors as well. Rising 
prices triggered by drought in pre-1920 
Punjab signalled a precipitous drop—in 
many cases, entire loss—in earnings and 
therefore access to food amongst particular 
classes. No work meant nothing to buy 
foodgrains with at any price. An adequate 
approach to mortality and survival in history 
then might more usefully begin not with 
calculations of food availability or real wage 
trends (used to express the modern-day con¬ 
cept of nutritional ■status) but rather by ex¬ 
amining precariousness of access to food 
amongst subgroups of the population. High 
pre-modern mortality rates may be much 
more a function of gaps in consumption—at 
its most extreme or socially disruptive, labell¬ 
ed famine—as average consumption levels. 
For obvious reasons this state is not captured 
by standard-of-living indices based'on mean 
price or wage estimates. Indeed, decline in 
the prevalence (frequency, duration and 
social extent)'” of periods of-starvation, 
rather than any ibiprovement necessarily in 
average calorie levels, may represent the first 
phase in the transformation of historical 
hunger. Movement through this stage (that 
is, improvement in regularity of access to 
food) may well account for an initial 
smoothing of seasonal mortality peaks such 
as appears to have occurred for malaria in 
Punjab (Figures 3 to 5), and for initial 
decline in crude death rates more general¬ 
ly.”* Indeed, in the case of south Asia it is 
entirely possible that decline in acute hunger 
(frank starvation) amongst the most vulnera¬ 
ble, dependent classes occurred across the 
first several decades of this century even 
though overall fmodgram availability was 
clearly declining at the same time. The 
apparent paradox is resolved if the distinc¬ 
tion between acute and chronic hunger is 
kept in mind. Any effect on mortality of 
declining per capita foodgrain availability 
after 1910 was probably masked or offset by 
simultaneous declines in frank starvation. 
This is not to suggest that starvation sud¬ 
denly ceased to be a determinant of mor¬ 
tality after 1920—indeed it remains a threat 
for substantial portions of the population 
even today, and a continuing reality for at 
least some—but that as its prevalence (in the 
aftove epidemiological sense) and therefore 
relative importance began to decline,”" 
undernutrttion (average consumption levels) 
took on a proportionately greater role- 
what could perhaps be seen as the .second 
phase of historical hunger. 

Our use of the terms hunger, nutrition 
economic stress and living standards in cur 
rent historical analysis is as yet so imprecise 
as to make confusion and misinterpretation 


of demographic and economic data trends 
almost inevitable. The distinction between 
hunger and undernutrition in historical 
research is a crucial one, even though the two 
factors are generally closely correlated within 
subgroups of a population and often dif¬ 
ficult therefore to disentangle; (Here I reserve 
the term ‘hunger’ for acute starvation—little 
or nothing to eat—and ‘undernutrition.’ to 
the effect of longer-term underfeeding.) This 
is not to suggest that either is any less signifi¬ 
cant an i'ssue than the other but simply that 
they require different methods and data for 
their identification and measurement. 
Failure to observe the distinction can lead 
to quite misleading interpretations of mor¬ 
tality and economic trends. For example, in 
south Asian research, the reliability of of¬ 
ficial agricultural .statistics on foodgrain out¬ 
put in British India continues to be question¬ 
ed in part because the decline in per capita 
mrailability is seen to be contradicted by 
declining mortality rates.”'* Yet such a 
general measure poorly predicts either 
hunger or mortality within a population, 
and even less, shifts irt differential access to 
food among subgroups of a society. A 
similar focus on macro-economic indicators 
of grain availability has meant that the im¬ 
plications for survival precariousness of the 
enormous shifts in the late 19th century 
economy of British India have generally 
been overlooked and poorly investigated in 
current historical research.'*® 

In the absence of an adequate conceptual 
approach to the ‘nutrition factor’ in history 
as comprising two related but quite distinct 
human predicaments, both medical and 
historical analysis remains hampered. And 
in the corresponding absence of adequate 
methods for identifying hunger (starvation), 
conclusions as to the role of nutritional fac¬ 
tors in demographic crises remain premature. 
This study of epidemic malaria in Punjab 
is a beginning attempt to examine and in 
effect reclaim understanding of, south Asian 
hunger historically, both as a basis for 
epidemiological research and as essential 
background for analysis of the region’s 
demographic and economic history. 

Appendix: i 
Plains Dlstricts of Punjab 

1 Hi.ssar (iijcludcs Sirsa district, pre-1885) 

2 Rohiak 

3 Gurgaon 

4 Delhi 

5 Karnal 

6 Umballa (Amballa) 

7 Hoshiarpur 

8 Jullundur 

9 Ludhiana 

10 FerOLCpur 

11 Multan 

12 Jhang (includes Lyallpur after 1904) 

13 Montgomery 

14 lahore 

15 Amritsar 

16 Gurdaspur 

17 Sialkot 

18 Gujrat 
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19 Gujnuiwala 

20 Shahpur 

21 Jhelum 

22 Dhera Ismail Khan (Mianwali post-1900) 

23 Dhera Ghazi Khar. 

24 Muzaffargarh 

Appendix 2 

Data Sources 

Monthly fever deaths by district are 
available in the annual Report of the 
Sanitary Commissioner, Pupjab. Data on 
foodgrain prices and monthly rainfall are 
not given for all districts in the official 
publications. Prices and Wages in India and 
Indian Weather Review. For the years 1868 
to 1898, however, the Sanitary Commis¬ 
sioner reports contain data on foodgrain 
prices by district and rainfall for the 24 ‘sadr’ 
stations in the plains. These tables may well 
have been the source which Christophers 
used because of their convenience. Unfor¬ 
tunately they appear in the sanitary reports 
only up to 1898-99. For the remaining years 
to 1908 data is available in Prkes am! Wages 
for only 17 plains districts, and in the In¬ 
dian Weather Review for on|y nine districts. 
It is not clear where Christophers found data 
for the remaining districts if in fact he used 
all 24 in calculating his rainfall and price 
means for the years after 1898. Data for 
these missing districts has been compiled 
from fortnightly and monthly data available 
in the Punjab Gazette and Monthly Rain¬ 
fall of India. The above two weather/rain¬ 
fall annual series unfortunately both omit 
1900; nor is monthly rainfall data available 
from the 1900 Famine Commission reports. 
Data for this year Is an estimate bas^ on 
Christophers 1900 rainfall figure. (Since 
his summarised data for annual rainfall was 
on average 2.7 inches higher than our figures 
based on original district data, this amount 
has been subtracted from his figure of 21.7 
inches, giving 19.0 inches as a 1900 estimate.) 
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,;i. umn 6, Appendbe Ihbie llA.l, p 903) in 
the regression analysis gives simite icsiihs 
to those using Punjab Beviation-from- 
trend wheat prices. In this case however, 
prica tqtpear to have a dual effect on fever 

. mortality, acting both independently of 
rainfall as well as in interaction with mon¬ 
soon tain. Another method of correcting 
for the trend in prices is including time in 
(he regression equation. This also gave very 
similar results. A full discussion of the 
merits and results using these different cor¬ 
rection methods is given in B Eastwood, 
B Lacy, J Fahey, ‘Estimating the Effect of 
Wheat Prices on Malaria MoitalKy in the 
Punjab’ (Appendix), in S Zurbrigg, 
‘Hunger in India's Epidemic History’, 
note II. 

70 Malaria in the Punjab, p 110. 

71 Report of the Revenue Administration of 
the Punjab, 1875-76, pp 43-45; hereafter. 
PLRA. 

72 ibid, p 4. 

73 Ibid, Form No X. A. Statement of Allu¬ 
vion, Diluvion and Destructive 
inundation. 

74 Land revenue during this period was 
assessed as 50 per cent of net assets after 
deducting costs of production, or alter¬ 
nately 50 per cent of rental values. This 
was a flat rale irrespective of size of 
holding, and in fact was based on average 
yields for an enure village area rather than 
on individual holdings. Thus its effect 
could be felt quite differently depending 
on variation in size and quality of lands 
of individual households. Although reduc¬ 
tions (remissions) or delayed payment 
(suspensions) were technically allowed for, 
in practice exemptions were rare in these 
earlier years and full payment was required 
every year almost regardless of harvest size. 

75 H D Craik, Final Report of the 4th Regular 
Settlement of the, Amritsar District. 
1910-14, p 1. 

76 A few lower level officials expressed “regret 
(at) the rigid pressure of our inelastic 
(revenue) system”, while others argued that 
they “could not fairly allow suspension for 
balance owing to distress and ruin, because 
it would not have been fair to those who 
had borrowed (he money and ‘(laid up’ ’’. 
Extracts from commissioner’s report, 
Jullundur Division, p II, in PLRA 
(1875-76). 

77 Some localised flooding did occur with the 
1876 rains but the area involved appears 
‘to have been limited in comparison to the 
areas which subsequently experienced 
heavy malarial mortality. 

78 The significance of this fact is explored 
below, see text accompanying notes 112 to 
114. It is enough to note here that lower 
epidemic intensity in 1875 does not appear 
to have been due to an unusual character 
of the monsoon rains such as concentra¬ 
tion of rainfall late in the malaria season. 
Most districts experienced generally steady 
rainfall through July and August. 

79 In addition to the ‘complete failure’ Of the 
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summer Jtlimif cr(U» in ^Uti, iCer^ 
nat and Umballa districts, “no crop was 
expected on non^rrigated" lands for the 
following ItM labi harvest {PLRA (1883), 
p 2). Ludhiana appears as a partial excep¬ 
tion to this pattern in that it appears to 
have experienced only a single harvest 
failure, yet shows a very high epidemic 
figure for 1884. While the 1883 kharif crop 
had been ‘exceedingly poor’, the subse¬ 
quent rabi crap is reported as 'fair*. 

80 Interestingly, Christophers specifically 
omitted the year 1884 from hit calculations 
and summarised data presumably because 
he also saw it as atypical. He writes that 
“though the prices given suggest prosperi¬ 
ty, I find the year recorded as one in which 
the very districts concerned (Umballa) 
underwent great hardship owing to failure 
of crops" (in Malaria in the Punjab, 

p 110). 

81 Report on Agricultural Statistics, lS8b-87, 
Punjab. 

82 PLRA (1887-88),'Extracts from Deputy 
Commissioners' Reports, p 10. 

83 “The Punjab Steam Navigation Com¬ 
pany". he noted, “have mainuuned a 
flotilla of (irrigation canal) barges by 
which a marked stimulus has been given 
to exportation”. “(T)he Grand Trunk 
Road. . has assumed a new phase as a 
Railway feeder precisely corresponding to 
the extension of Railway traffic itself’ 
(ibid, p 10). 

84 “The excellent rabi harvest would have 
caused prices of gram, wheat and barley 
to have fallen off largely, if it had not been 
that„siocks had become completely ex¬ 
hausted by an immense demand for ex¬ 
port”, reports the Rohtak district commis¬ 
sioner (ibid, p 9). 

85 ibid, p 10. 

86 It should be kept in mind these rates 
themselves were considerable under¬ 
estimates of real mortality levels. There are 
no reliable surveys of vital registration 
underreporting during this period, but 
subsequent estimates for Punjab in the ear¬ 
ly decades of the 20th century range from 
15 to 30 per cent. 

87 PLRA (1896-97). 

88 By comparison, wheat outturn in the pre- 
famine and famine years of 1895-96 and 
1896-97 were 1.75 and 1.87 million tons 
respertively. 

89 PLRA (1887-88), Extracts, p 9. Elizabeth 
Whitcombe notes a similar effect of gram 
exports in the neighbouring North-West 
Provinces in this period (in Agrarian Con¬ 
ditions in Northern India, /, The United 
Provinces under British Ru&, 1860-1900, 
University of California Press, 1972). 

K) PLRA (1895-96), in Procedings of 
Lieutenant-Governor, dated Apri 27, 1897, 
P2. 

it Underregistration of deaths was still very 
high in the 1870s, and thus the absolute 
fever death rate for 1876 was low compered 
to later years. This may explain why the 
Fever Death Rate (FDR) regression with 
1876 removed shows only a slight increase 
compared to that for Epidemic Figure (EF) 
and Epidemic Difference (ED). With 1876 
excluded, the R-squaie value increases 
from .43 to .51 for the rain alone EF 
regression, while the corresponding change 
with prices included is from .52 to t69. 

92 in, *00 Malaria in th^Punjab', Prog Im- 


ptriidMttlorta Ctu^thtnee heU in Shnlo, 
October 1909, Coverament Central Branch 
Press, 1910, 39-40. 

93 Official efforts to estimate actual crop 
yields, be^nning in the 1890s were fraught 
with difficulties (see, Clive Dewey, 'Patwan 
and Chaukidar. Subordinate Officals and 
the Reliability of India's Agricultural 
Statistics’ in C Dewey, A G Hopkins (eds). 
The Imperial Impact (London, 1978). A 
general estimate of harvest conditions 
could be derived from the local officials 
(‘paiwaris’) seasonal condition factor 
estimates. But major reporting biases over 
time (in particular, underreporting of crop 

„ failure in the earlier period) and between 
distrias even for this data means at best 
they could be interpreted as very general 
estimates of yearly crop output. Thus for 
estimating year-to-year variation in district 
or even aggregate provincial levels of 
hunger, crop output ^ta available for the 
1868-1908 period may represent only 
marginal improvement over price data. 

94 Bhattacharya, 'Agricultuial Labour', p 128. 

95 This question clearly requires local rather 
than the aggregate provincial level analysis. 
Initial efforts to repeat the overall regres¬ 
sion analysis using distrkx-level rather than 
aggregate data, however, has been pro¬ 
blematic because of very strong spatial 
(geographic) correlation among districts. 
Interpretation of results is therefore dif¬ 
ficult, requiring more sophisticated 
statistical melhods. Such an analysis is 
presently in process, and these results as 
well as a discussion of malaria epidemic 
periodicity will be addressed in detail in 
S Zurbrigg, ‘Hunger in India's Epidemic 
History’, note II. 

96 Malaria m ihe Punjab, p 127. 

97 E P Hicks, S Abdul Majid, ‘Epidemiology 
of Malaria in a Punjab District’; see notes 
14 and 16. 

98 M Yacob, S Swaroop (1947), ‘Malaria and 
Spleen Rate in the Punjab’, Ind J Malar, 
I, 4, 469-87. The study was limited by 
availability of spleen rate survey data to 
the years 1914-43, a period when epidemic 
intensity was clearly declining; never¬ 
theless, some statistical association might 
be expected even for this later period. 
These results are not entirely surprising 
given the highly seasonal and intermittent 
nature of malaria transmission in the Pun¬ 
jab plains. Unlike many viral infections, 
immunity to malaria is ^ort-lived, requir¬ 
ing regular and frequent exposure to the 
disease, such as occurs in holo- or hyper¬ 
endemic malaria regions Thus even in 
consecutive years of average or above 
average transmission, ‘herd’ immunity 
levels in the population are likely40 dechne 
considerably in the interval between onr 
autumn season to the next. 

99 Report of the Punjab Sanitary Commis¬ 
sioner (1878), pp 28-29 (hereafter PSCR). 
Likewise, referring to the severe malaria 
epidemic in the autumn of 1892, officials 
observed that the “most remarkable 
feature of the (epidemic).. is not that 
fever prevails so extensively among the 
natives of the Province, but that it should 
prove so often fatal to them. Europeans 
and Eurasians suffer very severely from 
fever in the Punjab, but they very rarely 
die of It" Other reports point specifically 
to the factor of poor nourishment as the 


distinguishing feature of 'mortality dif- 
ferentialt in epidemic years. Writes the 
Sanitary Commissioner in 1892, “(t)he 
comparative scarcity of food... mlucing 
as It did the physicsd powers of the poorer 
classes, was doubtless a predisposing cause 
of the excessively severe outbreak of fever”; 
in PCSR (1892), p 16. 

100 In, ‘On Malaria in the Punjab’, Prog Im- 
penal Malaria Conference, pp 38-39. In 
this and his originai report {Malaria in the 
Punjab), Christophers’ fever death rate 
calculations appear implausibly high as 
monthly death rates; what he appears to 
have done is extrapolate monthly death 
rales to what would be an annual mortality 
if such monthly rates were to prevail for 
an entire twelve-month period. In other 
words, his October death rate of 390 per 
milli probably represents the number of 
deaths per 1000 population for that month 
multiplied by twelve. 

101 Malaria in the Punjab, p 30. 

102 Report on Epidemic, Remittent and Inter¬ 
mittent fever Occurring in Ihe City of 
Amritsar in the Autumn of 1881 by 
Surgeon-Major J Bennett, Deputy 
Sanitary Commissioner, Eastern Circle, 
Punjab; as reproduced in PCSR (1881), 
Appendix C. 

103 D R Gadgil, The Industrial Evolution of 
India in Recent Times, 1860-1939 
(Bombay: Oxford University Press, 1971) 
pp 34-35. 

104 Christophers calculated that in the 
Kashmin ward of Khazana over 9 per cent 
of the residents died in.,the. three months 
of October-December, compared to 2 or 
3 per cent in other wards, some which also 
were on the periphery of the city and thus 
potentially more exposed to anopheles 
breeding sites {Malaria in the Punjab, 
p 31). These figures are not age-adjusted 
and so cannot be interpreted as accurate 
measures of case mortality rales. 

105 Famine Commission Report (1898), para 
296, p 174. The inquiry had been set up 
on the basis of reports that in several 
Chhindwara district villages fever mortali¬ 
ty was not related to privation but equal¬ 
ly distributed between rich and poor. The 
inquiry concluded that in fact mortality 
had been concentrated amongst the ‘priva- 
tion’-affected. In appended comments to 
the Famine Commission Report, however, 
T W Holderness questioned the findiniis 
of the special inquiry (pp 369-70). Yet he 
provides little evidence which contradicts 
the inquiry’s conclusions aside from 
quoting a rough mortality tally in one of 
the original Chhindwara villages. Given 
that malaria is not an innocuous disease 
even amongst the well-nourished, and that 
the effects of the famine were clearly felt 
by village households not entitled to get 
on village relief, instances of increased 
malaria mortality outside the traditionally 
poorest classes is perhaps not surprising. 
Unfortunately, the text of the nearly 300 
page report by the inquiry medical officers 
is not available either in the Famine Com¬ 
mission or Central Provinces reports. 

106 Report of the Sanitary Commissioner, 
United Provinces, 1908, p 12; as cited m 
Ian Stone, Irrigation in British India 
(Cambridge, 1984), p 148. 

107 PCSR (1880), p 40. 

108 J T W Leslie, ‘Malaria in India', Prog 
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MakrUt Conference, p 4. ^ 3.000^^ cuts of itMriiuiil fevm etch from the I920« and 30s siiggot that 

f09 Matari/B in the Punjab, p 129. jfcar, throughout the wortd". In ‘Malaria falciparum infection continued to be the 

no J T W Leslie, in Prog Imperial Malaria and Its Influence on World Health*. Bull dominant form of malaria during the 

Cotference, p 5. NY Acad Med, September 1943, p 601 autumn seasonal epidemic period (E P 

111 Indian entomologists have observed greater (596-630). Russell’s I per cent case mor- Hicks, S Majid, ‘Study of the 

risk of anopheles biting indoors compared tality rate estimate was itself unreferenc- Epidemiology of Malaria', note 16; and G 

to outside; C F Curtis, personal ed but may have come from his recent ex- Macdonald, S Majid,‘Report on Intensive 

communication. perience in India and J A Sinton’s earlier Malaria Survey’. 

112 PSCR (1875), pp 12, 64. estimates of malaria morbidity and morta- 120 By the late 1930s, per capita quinine made 

113 ProgLieutenant-Governor, dated July 21. lity in India from the 1930s (in ‘What available free or at subsidised rates through 

1894, p 3; in PSCR (1893). Christophers, Malaria Costs India', Rec Mai Survey of the public dispensaries and rural ‘depots’ 

too, noticed the less than consistent rela- India, 5, 3, p 256). From the context. Sin- by the Punjab government amounted to 

tionship between rainfall and epidemic in- ton may have been basing his 1 per cent only l.l grains annually. By comparison, 

tensity. He writes, "in ISM it is very mortality estimate on the experience of the amount of chloroquine—roughly 

noticeable that though the rainfall was very malaria from the period of "notonous” equivalent by weight to quinine—required 

heavy and widespread the epidemic was epidemics in the Punjab—in effect the~ to treat malaria today is 46 grains (approxiJ 

one of the least intense and one of the malaria which Christophers was investi- mately 3 gm). Private sales of quinine 

most circumscribed of any we have gating. The above two articles are the amounted to a further 1.5 grains per 

described. In this year. Hissar, Rohtak and sources cited in the latest major malaria capita, but because of the costs involved 

Ferozepore received between 20 and 30 in- textbook (see, W H Wernsdorfer, Malaria, were b^ond the reach of the large majori- 

ches of monsoon rain, a quite phenomenal note 10) for estimates of case mortality ty of the population. (Derived from data 

amount, but there was no epidemic in rates (p 46). A recent World Health in .various Government of India and 

these areas, the death rate noi even show- Organisation publication jsuggests a mor- Punjab Sanitary/Public Health Commis- 

ing any marked increase over the normal” tality rale near I per cent out adds that the sion annual reports; see also, A J H 

(in Prog Imperial Malaria Conference, ‘‘level of mortality due to malaria is vir- Russell, ‘Quinine Supplies in India’, Rec 

P 39). lually unknown in many parts of the Mai Survey of India, 7. 4. 1937,233-44.) 

114 See, E P Hicks, S Majid, ‘Study of the world. .. However, recent studies indicate For a full discussion of quinine supplies 

Epidemiology of Malaria', note 16; and ihai mortality rates are, at least in some and distribution in Punjab across this 

G Macdonald. S Majid, ‘Report on an areas, much lower than expected (pre- period, see, S Zurbrigg, ‘Hunger in India’s 

Intensive Malaria Survey in the Karnaf sumably on the basis of this I per cent Epidemic History’, note II. 

District, Punjab’,/?«• Mo/Survey/ndra, figure) (which) may be attributed to the 12I For a full discussion of the effects of 

2, 3 (Sept 1931), 423-71. The two most widespread use of antimalarial drugs”, in economic and administrative changes with 

common forms of malaria infection are World Malaria Situation, 1984, p IJI. As respect to hunger across this period, and 

cau.sed by different plasmodia species, P a central question to the disapline, the sub- ihe (lolitical background to these changes, 

vivax and P falciparum. Vivax (‘benign’) jeci of malaria lethality remains surpris- see, S Zurbrigg, ‘Hunger in India’s 

malaria is usually much less severe, ingly under-researched. Epidemic History’, 

amounting to several days or weeks of in- 116 It is difficult to be precise about the point 122 Correlation coefficients between rainfall 
termittent fever, though it IS this species at which malaria mortality patterns and the three malaria mortality measures 

that can relapse months or years after in- change. From Figures 3 to 5 a decline ap- for the period 1909 to 1940 remain virtual- 

itial infection. Falciparum (‘malignant’) pears evident after 1917, or even from 1909 ly identical to those for the pre-1909 

malaria causes a more severe illness, Ihe (The year 1917 was in a sense exceptional, period. 

paiq^ites infecting and destroying a greater being a period of high prices in large pan 123 Because of dramatic changes in both fever 

'proportion of blood cells. triggered by economic demands of the first and price patleins after 1908 (viz, lower 

115 The question of lethality of malaria IS a world war.) Analysts of variances in these levels and markedly lower variance, 

complex and somewhat nebulous subject two periods suggests that etther year could especially with regard to fever mortality), 

in the current literature. Seventy of tnfee- be interpreted as the point of change. Fur regression results ffom the two periods 

lion depends on many different factors, in- the sake of simplicity only I refer in a very cannot be compared directly. As well, it 

eluding species of malaria parasite (note general sense to the pre- and post-1910 is difficult to calculate a trend line for in- 

114). Untreated lalciparum infection periods as the dividing point in Punjab flation as was done for the earlier period 

among the non-immune can be highly epidemic malaria behaviour. because of the enormous swings in 

fatal—lhough what ‘highly’ actually 117 Mean epidemic figure for the 1868-1908 nominal prices through the years of WWI 

means is unclear. Malaria textbooks and period was 2.16 compared to 1.37 between and 1930s Depression. Using an alternate 

review articles generally offer the figure of 1909-40 (omitting 1918 due to the confoun- inflation correction faaor (CEHI, column 

a I per cent mortality rate, presumably ding effect of autumn influenza mortali- 6, Table u.A.l. p 903; see note 68), 1909-40 

referring to falciparum infection, and jt is ty of that year). Since an epidemic figure regression results st-ow an R-square of bet- 

this case mortality rate that global malaria of 1.0 represents no autumnal rise in fever ween .68 and .76 vith rainfall still highly 

mortality estimates appear to be based mortality relative to spring, the relative dif- significant (P< .0001) but fever death rate 

upon—viz, I pier cent of estimated annual ference tn epidemic severity bet wee. these no longer significant. Epidemic figure and 

incidence of malaria infection Where this iwo pieriods is 0.37:1.16—or one-ihird the epidemic difference are only marginally 

I per cent mortality estimate ortginates r levels of the 1868-1908 period. A stmilar significant in this regression, and even heie 

difficult to trace because it is often quotei decline is seen for the epidemic difference the relationship with prices appears quite 

without references (see for example, measure. unclear, being piositive in years of low rain 

G Gramiccia, J Hempel, ‘Mortality and 118 An attempt to fit a regression line to July- and negative in years of heavier rainfall. 

Morbidity from Malaria in Countries September rain data gave a significance A detailed description of these results arc 

Where Malaria Eradication Is Not Making value of P = .99. given in Appiendix 2 in S Zurbrigg, 

Satisfactory Progress’, J Trap Med Hyg, 119 Between 14 and 1943, the autumn spleen ‘Hunger in India’s Epidemic History’. 

75, 10, p 188; P Perlman, Hans Wigzell rales—considered a measure of endemiaiy |24 li is unlikely that the relationship between 

(eds). Malaria Immunology, Karger (Basel or general level of malaria transmission— prices and consumption suddenly ceased 

1988); and V P .Sharma, K N Mehrotra, showed no significant decline. Data on hi- after 1908, but simply that fluciuations 

‘Malaria Resurgence in India: A Critical annual spleen rates is taken from K B M were smaller and no longer associated with 

Study’, Soc Sci Med, 22,8 (1986), 835-45) Yacato, S Swaroop, ‘Malaria and Spleen starvation stark and extensive enough to 

The few referenced citations in the Rate in the Punjab’, p 473. The trend line cause marked increases in gross mortality 

literature point to estimates from the equation for November spleen rates is rates. One exception of course was the 1943 

1940s, Paul Russell’s in particular (Russell y = 250 - 0.123 x(p= .DThete arelimita- Bengal famine. 

writes, ‘‘What the actual sum total of tions to these data however, in that 125 See, Pi/f/4 (1921-22), p 106; C A Gill, The 

malaria is today, no one knows, or can measurement of spleen enlargement does Relationship of Canal irrigation and 

estimate closely. But one would venture to not allow distinaion between the less Malaria’, Rec Malaria Survey of India, 

assume.. that there are not less than harmful P vivax infection and that of P March 1930, 417-21; and G Cbwel), 

3,000,000 malaria deaths and at least falciparum. Vei the few local studies dating ‘Malaria and irrigation in Inditf, 7 Afalarkr 
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Deeembo' I946,403>I0. 
When csnid eonnniction interfered with 
the natural drainage of land and triggered 
a decline in agricultural productivity, the 
increate in endemic transmission of 
malaria associated with surface coltegtions 
of water had devastating effects on the 
local population.' As Elizabeth Whitcombt 
has documented (in Agrarian Conditions, 
note 89) this was a problem of considerable 
proportions in the North-West Provinces 
during the earlier years of canal 
construction. 

126 Construction of the Lloyd Barrage irriga¬ 
tion scheme in Sind Province in the early 
1930s was associated with a dramatic in¬ 
crease in malaria endemicity, a situation 
which was documented in detail by G 
Coveil and J D Baily in a series of 15 ar¬ 
ticles published in Rec of the Malaria 
Survey of India, 1-6, 1930-1936. Cor¬ 
responding vital registration data for the 
affected districts show a regular decline in 
crude deaths across the same period (in 
Annual Report(s). Director of Public 
Health for the Government of Bombay, 
1926-36). In theory it is possible that 
higher endemic levels of maliuia transmis¬ 
sion led to some degree of protection 
through specific infection-induced im¬ 
munity within the population. Yet the 
waterlogged areas of Sialkot, Gujrat and 
Gujranwala districts (Punjab) where 
endemic transmission was considered 
relatively high, if anything, experienced 
more intense epidemic mortality rather 
than less, an observation which Christo¬ 
phers was at pains to point out (see. 
Malaria in the Punjab, pp 72-73, 127). In 
general, then, levels of malaria endemici¬ 
ty in themselves in the Punjab appear to 
predict neither greater mortality nor 
relative protection. 

127 While the Bengal vital registration data do 
not distinguish malaria deaths from the 
general fever category either, both the 
seasonal pattern and timing of peak mor¬ 
tality during the famine,' and various 
medical reports, suggest that malaria was 
a leading ‘cause* of death. See A Sen. 
Poverty and Bamtne, Appendix D, note 30. 

128 The famine was not triggered by drought 
nor associated with climatic change which 
theoretically could have affected malaria 
transmission in the region. For a full 
discussion see S Zurbrtga. note II. 

129 Here I use the term malnutrition in the 
sense of general calorie deficit (not enough 
of any food) rather than the more limited 
technical sense of deficiency in particular 
nutrients. The chronic'calorie deficit of 
malnutrition is often exacerbated by 
associated infection, and in some cases, ac¬ 
tually triggered by infection. 

130 For a concise summary of the medical 
literature on the relationship between 
nutritional status and mortality, see R 
Martorell, T J Ho, ‘Malnutrition, Mor¬ 
bidity, and Mortality’, in H Mosley, L 
Chen ,(eds). Supplement to Vol 10 of the 
Population and Development Review, 
1984; and A Tomkins, ‘Protein-Energy 
Malnutrition and Risk of Infection’, Prog 
Nutrition Society (1986). 45. 289-304. 

131 Christophers looked at the burial records 
of Amritsar town and found that although 
the absolute mortality rate was highest for 
infants, the highest relative increase over 


normal oKurred for children two years of 
age. This relative increase cominu^ to be 
very high up to age four. (See pp 12-13 and 
Chari 4 of appended graphs inMalaria in 
the Punjab.) This peak in relative mortaiiiy 
increase corresponds to the age group in 
which present-day malnutrition rales are 
highest. 

132 It is also possible however that these groups 
may have been the first to be affected by 
sudden declines in food intake during 
periods of scarcity—the latter for cultural- 
economic reasons, and the former as a 
result of the effect of fever on women's 
ability to maintain lactation. 

133 Could It also be that transmission of 
malaria through a debilitated population 
or sub-population .somehow led to a higher 
and therefore more lethal dose of infec¬ 
tion being transmitted generally in the 
population? There is little evidence from 
contemporary malaria research to suggest 
this. It is a question, however, which re¬ 
quires further study, though such an ef¬ 
fect in Itself IS not likely to explain differen¬ 
tial mortality rates 

134 Famine Inquiry Commission, 1944-4$: 
Report on Bengal, Government of India, 
1945, p 12). 

135 Poor absorption of quinine among the 
malnourished may also in part explain 
limited response to treatment. 

136 1 McGregor, ‘Malaria' Nutritional Implica¬ 
tions’, Rev Irtfeci Ois, 4, 4. 798-805; and 
I McGregor, in W H Wernsdorfer, 
Malaria, note 10 

137 D 1 Thurnham, ‘Antimalariai Effects of 
Riboflavin Deficiency’, Lancet (December 
7, 1985), 1310-11 

138 PSCR (1878), pp 28-29. Another source of 
confusion may be the fact that what 
epidemiological studies arc available on 
the question are often based in regions 
where transmission is oitremely high. The 
experience of malaria in holoendemic 
areas where immunity is high from early 
childhood IS probably not representative 
of most malarial regions of the world, to¬ 
day or historically. Such differences in 
childhood immune levels may considerably 
influence survival rates amongst the 
malnourished and thus account for differ¬ 
ing experiences as to the role of 
malnutrition 

139 See. Poverty and Famine, Appendix D 

140 Refernng to the pre-modern mortality pat¬ 
terns in Europe, Michael Flinn also ques¬ 
tioned the ‘normality’ of mortality levels 
m non-crisis years “The ever-present in¬ 
stability nullifies the usefulness of the con¬ 
cept of a ‘normal’ death rate. Right 
through to the nineteenth century what 
was most normal about western l-uropean 
mortality was its instability" (in ‘The 
Stabili.sation ol Mortality in Pre-Indus!rial 
Western Europe’, J Europ Econ Hist, 3. 2 
'1974) p 317) 

141 W E Purser, hnal Settlement Report of the 
JuUundur District (lahore: Civil and 
Military Ga/etler Press, 1892), p 45 
Kessinger also reports that Jullundui 
‘’never suffered much in famine years 
despite the density of its population", but 
also points out that, ‘‘Jullundur’s mer¬ 
chants and cultivators were so accustomed 
to adequate crops even in the worst years, 
that they sold everything not needed for 
immediate consumption during famines to 
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uke advantage of the inflated prices in af¬ 
flicted areas. This caused difTiculty in the 
district when a scarcity extendi over 
several years because there were no reserves 
for the local non-agriculiural population 
to draw on” (in Filyotpur, p 87, note 32). 

142 Though Christophers remains a highly 
respected figure in the history of modern 
malaria research, the results of his study 
in Punjab have effectively disappeared 
Ironi scientific view. Indeed, in the most 
recent comprehensive textbook on malaria 
(ol almost 2000 pages), brief reference is 
made to Malaria in the Punjab, but the’ 
interpretation offered inverts Christophers’ 
actual conclusions with respect to scarci¬ 
ty “Christophers (1911), investigating the 
great cyclical epidemics of North-West 
India I Punjab), noted how adult mortali¬ 
ty was so great that it interfered with the 
harvesting and distribution of food, caus¬ 
ing serious shortages and inflating prices" 
(in W H Wernsdorfer, Malaria, p 754. 
note 10; emphasis added). 

143 Celia Petty, ‘Food, Poverty and Growth: 
The Application of Nutrition Science, 
1918-1939’, Bull of the Society for the 
Social Hisiorv of Medicine, 40, 1987, 
37-40 

144 One of the few post-WW II studies of 
hunger is described in Ancel Keys, et al, 
The Biology of Human Starvation, 
University Minnesota Press, 1951 The 
findings and implications of this .study are 
di.scussed elsewhere (see, S Zurbrigg, 
note II) 

145 McAlpin emphasises the ultimate benefits 
ol the expanding rail and t rade links across 
this period in terms of reduced fluctua¬ 
tions III regional fexxigrain availability, but 
fails to address adequately the enormous 
increased risks during the early period of 
economic transition (in, ‘Dearth, Famine, 
and Risk; The Changing Impact of Crop 
Failures in Western India, 1870-1920’, 
J Econ Hist, 39, 1, 143-57; and Subject to 
Famine: Food Crises and Economic 
Change in R'estern India, 1860-1920 
(Princeton, 1983)). The differential impact 
of the transition period to commercialisa¬ 
tion of agrarian production upon the well¬ 
being of subsistence peasants and labou¬ 
rers in various regions of the world is 
beginning to be addressed in recent 
economic history research (see for exam¬ 
ple, J Komlos, Nutrition and Economic 
Development in the Eighteenth-Century 
Habshurg Monarchy An Anthropometric 
History (Princeton, 1989). 

146 See notes 125 and 126 

^7 H Glover, Erosion in the Punjab, Its 
Causes and Cure. Lahore, 1944, 

148 Sec for example, J Meuvret, ‘Ijcs Crises de 
subsistances et la demographie de la 
France de I’Aiicien Regime’, Poputatton, I, 
4 (1946), 643-50 (an English translation ap¬ 
pears in D V (ilass, DEC Eversley, 
Population in History, Edward Arnold. 
1965); and P Goubert, Beauvais et Le 
Beauvaists de 1600 a 1730, Ecole Pratique 
des Hauies Eludes, 1960. 

149 The significance of nutritional factors in 
English demographic history has been 
argued by T McKeown and co-workers (in 
'Reasons for the Decline of Mortality in 
England and Wales dunng the Nineteenth 
Century’, Pop Studies, 16 (1962), 94-122; 
The Modern Rise of Population, 
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Acad^ic Press (1976). Specific research 
on famine in English history includes 
«rarks such as Andrew Appleby’s Famine 
In TUdttr and Stuart England (Stanford, 
1978); and ‘Grain Prices and Subsistence 
Crises in England and France, 1390-1740', 
J Econ Hist, 39, 4 (December 1979), 
865-87. For an extensive bibliographic 
review of research into the relationship bet¬ 
ween grain prices and mortality for pre- 
industrial Europe see, P Galloway, ‘Basic 
F^tterns in Annual Wriations in Fertility, 
Nuptiality, Mortality, and Prices in Pre¬ 
industrial Europe', Pap Studies, 42 (1988), 
275-303, at 278-79. A range of theoretical 
issues involved in historical hunger 
research is presented in R Rotberg, T Rabb 
(eds), Hunger and History: The Impact of 
Changing Food Production and Con¬ 
sumption Patterns on Society, (Cam¬ 
bridge, 1985). 

150 Underlying this recent direction has been 
the detailed demographic reconstruction 
work of £ A Wrigley and R S Schorield 
based on parish records across three cen¬ 
turies of early modern English history, 
1530-1850 (The Population History of 
England, 1541-1871; A Reconstruction, 
London, 1981). “(T)he major impact on 
mortality”, concludes one of its authors 
in a subsequent work, ‘‘of variations in 
food avstil^ilily, as indicated by price 
movements, was an indirect one, through 
the effect of harvest variation on migra¬ 
tion and exposure to disease, rather than 
directly through changes in susceptibility 
to mfection. Thus, insofar as mort^ty was 
related to famine, the critical link vnis not 
a biological one through nutritional status, 
but rather a social structural one” in J 
lAUter, R Schofield, ‘Famine, Disease and 
Crisis Mortality in Early Modern Socie- 
ty‘, p 53 in J Walter, R Schofield (eds). 
Famine, Disease and the Social Order in 
Early Modern Society (Cambridge, 1^). 
In the same volume, see as well, Jacques 
Dupaquier, ‘Demographic Crises and Sub¬ 
sistence Crises in France, 1650-1725*. See 
also, John D Post, Food Shortage. 
Climatic Wiriabilily, and Epidemic Disease 
in Preindustrial Europe; The Mortality 
Peak in the Early 1740s, Cornell Univer¬ 
sity Press. 1985.^ 

151 This kind of information of course is 
difficult to arrive at. Subsequent to 
Christophers' work, the distinction was 
rarely pursued, discussion often reverting 
to the assumption that the morbidity im¬ 
plied by non-lethai infection must have led 
to equivalent mortality in the long run— 
an assumption which, in the absence of 
specific evidence, was clearly unwananunL 

152 This is a serious limitation throughout the 
interpretive sections of The Population 
History of England. Mortality not direct¬ 
ly predicted by price fluctuations is assum- 
^ perforce to be due to non-nutritional 
factors, in particular, the autonomous 
“prevalence of disease", indeed, the 
authors find “the absence of any pattern 
linking economic conditions and mortality 

■" in England" (p 452), a conclusion which 
their own impressive statistical efforts do 
not appear to support. In a later work, 
however. E A Wngl^ points out the limita¬ 
tions of gram prices as a measure of local 
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food availability or hunger (in ‘Some 
Reflections on Corn Yields and Prices in 
Pre-Industrial Economies', 235-78 in J 
Walter, R Schofield, Famine, Disease and 
the Social Order. In the same volume, 
Walter also urges caution in the “reading 
of wage and price scries whose construc¬ 
tion (probably) and applicability (cenain- 
ly) need more critical scrutiny” (in ‘The 
^lal Economy of Dearth in Early 
Modern England', p 82). Unfortunately, 
the original study’s conclusions appear in¬ 
creasingly ensconced not only in European 
historical literature, but South Asian as 
well. FOr example; M Juneja and H Mukia 
recently relate that within the ‘new history', 
“the straightforward relationship between 
food crises and mortality... is being in¬ 
creasingly questioned in the light of recent 
studies”, a development which they recom¬ 
mend “may be meaningfully examined by 
Indian demograohers as well" (in ‘Seminar 
on ‘New History’ ’, Economic and Political 
Weekly, June 4, 1988, p 1156). One may 
hope that- the original “postulate” of a 
causal link between prices (hunger) and 
mortality, might first be adequately ex¬ 
amined in the south Asian historical con¬ 
text before, or at- least alongside, “ai- 
tempt(s) to restore to epidemics their own 
autonomy" (ibid). 

153 Ann Carmichael, ‘Infection, Hidden 
Hunger, and History', J Interdisc Hist, 14. 
2, 249-64 (257) See aso, John D Post. 
Food Shortage, p 273. 

154 That foodgrain prices and subsequently 
derived “real wage” series can be used ai 
a quantitative measure of hunger is an un¬ 
due er setation for number of reasons. In 
addition to the question of representa¬ 
tiveness of available pnee and wage series 
used in such study (for critiques of these 
series, sec for example, M Flinn, ‘The 
Population History of England, 1541-1871’, 
Econ Hist Rev, 35. 3 (1982), 443-57; and 
J Thirsk, ‘The Horticultural Revolution: 
A Cautionary Note on Prices’, J Interdisc 
Hist, 14, 2 (1983), 199-302), Robert Fogel 
points out the risks involved in using “real 
wage” estimates “not just as a measure (or 
even as the principle measure) of the stan¬ 
dard of living but.. (as) a synonym for 
the standard of living” (in ‘Nutrition and 
the Decline in Mortality since 1700; Some 
Preliminary Findings', National Bureau of 
Economic Research, Working Paper No 
1402,1984, p 74). He also raises the cniical 
question of inequalities in living standards 
across a population which average levels 
fail to express (ibid, pp 75-76). Beyond this, 
there are very real q'uestions about living 
standard estimates measuring hunger as 
distinct from undernutrition historically 
(see below). Indeed, given the enormous 
limitations of price data as a measure of 
hunger, the results from The Population 
History of England, as Fogel suggests 
(ibid, p 70), could be considered surpris¬ 
ingly strong. Perhaps one of the more im¬ 
portant findings from the study is the 
significance of even minor fluctuations in 
foodgrain on mortality, though the im¬ 
plications of this finding appear to have 
been overlooked in the original study. That 
even dunng times of below normal prices, 
any rise would be associated with increased 


mortality suggests a substantial level of' 
hunger within the population even in non- 
crisis times, which in turn suggests a rote 
for hunger in what is generally termed nor¬ 
mal or ‘background’ mortality. 

155 I use the term, prevalence, with some reser¬ 
vation because its lay usage often implies 
the notion of chronicity or endemic 
presence of a particular condition. Here 
I use the term in the strict epidemiological 
sense: a measure of incidence (how many 
people are affected in a population in a 
given time period) times average duration 
per person of the condition. 

156 Dyson describes a similar smoothing of 
mortality rates in Berar during this period 
as well, ‘Historical Demography of Betar', 
note 4. Flinn draws attention to the signi¬ 
ficance of mortality 'stabilisation' in ‘The 
Stabilisation of Mortality’, note 140, and 
in The European Demographic System. 
1500-1820 (Baltimore, 1981). 

157 The fact of this decline is clear, even 
assuming the most optimistic assumptions 
about agricultural output over the British 
colonial period. Debate continues about 
the reliability of official output data which 
indicate a 30 per cent drop in per capita 
foodgrain availability between 1900 and 
Independence in 1947 A Heston on the 
other hand estimates the decline more 
modestly at 15 per cent (in ‘National Irl- 
come’, CEHl, p 413). Whatever the true 
figure may be between these two estimates, 
per capita decline appears to have been the 
combined result of near stagnant food- 
grain output in the face of slow but regular 
decadal population growth after 1920. 

158 Why significant decline in hunger can be 
traced to the early decades of this century 
rather than to the 1880s when famine relief 
poli^ was formally established by the 
British administration is addressed in 
detail in S Zurbrigg, Hunger in India’s 
Epidemic History, note II. 

159 See, A Heston, ‘National Income’, 
pp 411-13; and C Dewey, ‘The Agricultural 
Statistics of the Punjab, 1867-1947’, Bull 
Quantitative and Computer Methods in 
South Asian Studies, No 2, March 1974. 

160 Within recent European demographic 
research a similar reliance on macro- 
economic indicators has also tended to 
sideline.the central question of hunger. 
This seems unfortunate because an under¬ 
standing of the importance of “regulari¬ 
ty of food” clearly underlies earlier work 
from the 1970s (for example see, A Ap¬ 
pleby, Famine, note 149; and M Flinn, ‘The 
Stabilisation of Mortality’, note 140; and 
‘Trends in Real Wages’, Econ Hist Rev, 27 
(1974), p 412). The issue of gaps in con¬ 
sumption is implicit, however, in the work, 
for example, of E A Wrigley on the 
significance of secular trends in grain 
yields in England (in ‘Some Reflections on 
Corn Yields’); also tn J Walter’s research 
on alternative food sources during periods 
of dearth (in ‘The Social Economy of 
Dearth’). Yet systematic study of shifts in 
frequency and duration of periods of stark 
hunger across the early modem period is 
yet lacking and, indeed, appears over¬ 
shadowed within current price-wage 
statistical methodologies. 
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Professionalising Medical Practice in 
Colonial South-India 

V R Muraleedharan 

In the history of health care in colonial India, the licentiates of western medicine played an important role, 
particularly during the last 25 years of their existence. An inquiry into their history gives interesting insights into 
many important features of the health policy in colonial India. 

The aim of this paper is to understand the colonial health care policy with reference to the role of the licen¬ 
tiates. The discussion will be limited to developments that took place in the Madras presidency during the inter¬ 
war years. 


THE medical profession in British India, 
consisting of practitioners in both allopathic 
and non-allopathic systems, came under in¬ 
creasing control of the state in the early years 
of this century. This is evident from the 
series of legislative measures introduced 
after 1914 by the government to regulate the 
nature and role of the medical profession in 
delivering health care to the people. By the 
beginning of 1900, the following cadres of 
medical professionals existed in colonial 
India: (a) the Indian Medical Service officers 
who were occupying both military and cer¬ 
tain civil appointments; (b) the military 
assistant surgeons; (c) the military hospital 
assistants; (d) civil assistant surgeons; and 
(e) the hospital assistants, later designated 
as sub-assistant surgeons. The civil assistant 
surgeon’s posts were usually held by 
graduate trained in the Indian univeisities, 
while the sub-assistant surgeon’s posts were 
held by the licentiates. In addition to these, 
there were a large number of indigenous 
medical practitioners, vaidyas, hakims, etc, 
spread all over the country. 

In the history of health care in colonial 
India, the licentiates of western medicine 
played an important role, particularly dur¬ 
ing the last 25 years of their existence. An 
inquiry into their history gives interesting 
insights into many important features of the 
health policy m colonial India. Their history 
is also relevant in today’s context of the 
growing conviction that the present medical 
education is too costly to serve the basic 
needs of the country. The aim of this pa^r 
IS to understand the colonial health care 
policy with reference to the role of the licen 
tiates. The discussion will be limited to 
developments that took place in the Madras 
presidency during the inter-war years. 

1 

The year 1924 saw an important change 
in the history of health care in the Madras 
Presidency. For the first time, a scheme 
specifically designed to deliver health care 
to the rural people was introduced. This does 
not mean that prior to 1924 there were no 
dispensaries or hospitals in rural areas. The 
basic objective of this new scheme, called the 
Subsidised Rural Medical Relief Scheme 
(SRMRS), was two-fold; "to bring medical 
relief within easy reach of the rural popula¬ 
tion”. and at the same time to encourage the 
private practitioners to settle down in rural 
areas.' It was an attempt to attract private 
medical practitioners to rural areas by giv¬ 


ing them monetary incentives instead of ap¬ 
pointing permanent government medical 
officers. By early 1920s, the government 
realised that the existing facilities in rural 
areas were ‘extremely inadequate’: there was 
one medical institution for about every 250 
square miles of area, each serving about 
77,000 pieople in the presidency. There were 
510 medical institutions (dispensaries and 
hospitals), excluding those in Madras city 
and agency area).' The vast majority of the 
rural population had no opportunity of 
coming into daily contact or even an occa¬ 
sional contact with ‘qualified’ medical prac¬ 
titioners. The government, therefore, felt that 
“amelioration of the conditions of the 
masses was urgent and that immediate steps 
should be taken to bring medical aid within 
comparatively easy reach of the villagers”.’ 
This new scheme, it was thought, would not 
only be “substantial [but] would not mean 
expenditure beyond the funds available’ with 
the government/ Alternative modes of 
health care were discussed but the SRMRS 
was finally considered feasible as it appeared 
to be the “cheapest and at the same time the 
best from many points of view”.’ As a 
result, the rural medical relief .scheme was 
begun in 1924, as the best way to expand 
health care delivery system in rural areas. 

It was essentially a scheme of subsidising 
private practitioners who agreed to settle 
down in villages. The l|;heme offered a sub¬ 
sidy of Rs 600 per annum for graduates and 
Rs 400 per annum for licentiates (l.MPs), 
with an additional amount of Rs 100 per 
annum for payment towards midwives if 
employed by them. In addition to this, the 
local boards concerned were to supply 
medicines worth Rs 360 per annum to each 
of these subsidised dispensaries, to be given 
free of cost to the patients. The total cost 
of maintaining such a dispensary was 
estimated to be about Rs 1000 per annum. 
This was shared between the provincial 
government and local bodies in a ratio of 
3:2. By this measure, it was expected that a 
large number of private practitioners now 
overcrowded in urban areas would be at¬ 
tracted to rural areas. By 1925, about 40 per 
cent of the 3,000-odd allopathic medical 
practiti.iners including the graduates and 
licentiates in ihe presidency were employed 
as either assistant or sub-assistant surgeons 
in the medical department. The rest were 
presumably practising privately in urban 
areas. The government fell that the subsidy 


should be “low enough to compel the 
medical men to exert themselves and earn 
the confidence of their neighbours, and high 
enough to serve as an attraction in the in¬ 
itial stage until they are able to build up a 
practice”.* The main conditions of the 
scheme were that (a) the medical practi¬ 
tioners should agree to settle down in a 
village specified by the local boards: (b) they 
should treat the ‘necessitous poor’ free of 
charge and (c) they would not be considered 
as government servants, The scheme com¬ 
menced in 1924 with subsidising about 200 
new dispensaries. This was in essence the 
basic frame work of the new rural medical 
relief scheme in the Madras presidency. 

The primary objective of this scheme was 
to find methods of extending medical relief 
without having to commit themselves to long 
term expenditures by creating permanent in¬ 
stitutions. The SRMRS was also not plan¬ 
ned to remain for ever as an alternative to 
deliver health care to the rural population. 
In fact, the government of Madras was par¬ 
ticularly interested in finding ways in which 
it should phase itself out from the scheme 
over a period of time, leaving it ultimately 
to be taken over by the private practitioners, 
alternatively called ‘independent medical 
profession’, in delivering health care. This 
outlook was essentially an aspect of the 
government’s adherence to the principle of 
laissez-faire in a larger sense. Althbugh it 
involved more expenditure for the govern¬ 
ment, these medical men employed under 
this scheme were considered as “occupying 
the first stage in their evolution into pucca 
independent practitioners”.'' Besides, the 
provincial government had always maintain¬ 
ed that provision of medical relief should be 
left to the local boards. The government’s 
perennial concern with reducing its expen¬ 
diture became even more evident with the 
onset of the economic depression in 1929. 

One of the chief casualties of the 
economic depression of 1929-33 was the sub¬ 
sidised rural medical scheme. The whole 
scheme came to a stand-siill by 1931 after 
which there was a prohibition on opening 
such dispensaries, till end of 1930s. In fact, 
the total number of medical institutions (in¬ 
cluding subsidised dispensaries) in rural 
areas in the presidency fell from 1086 in 1932 
to 1055 in 1938." 

‘Financial constraints’ were often cited as 
an excuse for refraining from any further 
commitment with respect to this scheme. 
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'The Retrenchment Committee of 1930 also 
refer'ed to the expenditure under this scheme 
as an important cause, among others, for the 
increasing cost of medical relief in the 
presidency. Therefore, the committee urged 
that the government should now be on the 
look-out for alternative modes of expanding 
the delivery system which would not demand 
as much money as the SRMRs. More im¬ 
portantly, the committee also recommend¬ 
ed that in order to reduce expenditure on 
medical relief in future, the government 
should adopt a policy of substituting 
honorary medical officers for paid-doctors 
in the various hospitals in the presidency. 
While the government decided to halt the 
progress of the SRMRS it did not have any 
alternative model for expanding the medical 
delivery system in rural areas. But the 
government also decided to expand the 
Honorary Medical Scheme (HMS) with a 
view to achieving economies m the total ex¬ 
penditure on health-care. While the I92()s 
saw the growth of SRMRS, the 1930s saw 
the growth of HMS. The principal aims of 
both the schemes were to minimise the 
government’ expenditure and to encourage 
the growth of the independent medical pro¬ 
fession in the presidency. 

A study of the development of the 
honorary medical scheme in terms of the 
various forces that shaped its course and the 
role it played in providing medical relief as 
another mode of delivering health care 
throws some light on the state of medical 
practice as well.as the nature of the state’s 
policy. The HMS was introduced and 
expanded slowly as a measure of economy. 

Essentially, the honorary medical scheme 
meant appointing private practitioners as 
unpaid honorary medical officers in the 
place of paid, full-time government medical 
officers in government hospitals. Its chief 
advantages therefore were (a) to save money 
for the government and (b) to improve the 
skillsof the private practitioners through the 
experience they would gam by being 
as,soaated with the hospitals. In other words? 
II was viewed as a way of continuing their 
education, and improving their public im¬ 
age and thereby increasing their income 
through private practice. The private prac- 
liiioners firmly believed that “association 
with hospitals increase [their] efficiency”.’’ 
These were broadly the reasons for the 
government to continue with the honorary 
scheme. 

The HMS was Initially tried on an 
experimental basis in the Royapuram and 
Royapctlah hospitals in the Madras city 
during 19lfl914. But in 1914 the government 
decided to drop it because of the fear that 
it would "inicrfere with the system of ap¬ 
pointing house surgeons and physicians” 
which had just been introduced.'” 
Morcovei, the government also feared that 
the appointment of honorary physicians and 
surgeons “would deprive the house physi¬ 
cians and surgeons of the facilities for prac¬ 
tical work which formed the chief attraction 
to such .posts”." 

The i^a of using honorary medical oi- 


ficers came up again in 1923, as a result of 
one of the recommendations of the Retren¬ 
chment Committee of 1922-23. The govern¬ 
ment, however, decided that the scheme 
should be confined to the hospitals in the 
city of Madras until sufficient experience 
had been gained.'- But the government 
stressed that, the “honorarics should be at¬ 
tached as supernumeraries and should not 
displace permanent officers”.'’ We will see 
soon how the government’s stand in this 
respiect changed later; by late 1930s, it was 
viewed primarily as a mea.<urc to displace 
the permanent medical officers in the 
government medical institutions. When the 
HM.S was at its initial stage and had not 
been tried long cnoURh to assess the benefits, 
the government was not thinking, at least 
explicitly, in terms of displacing those in 
government service. This does not mean that 
the government was not aware of such a 
possibility. The representatives of private 
practitioners in the presidency had even by 
1923 advised the government that “th^ 
honorary physicians and surgeons are to be| 
taken on, not as an additional measure, but 
for the object of replacing pan of the paid 
establishment; only then economy in finance 
can be aimed at”.'* 

In 1923, when the HMS was reintroduced 
in the city of Madras only seven honoraries 
w(re appointed in the various city hospitals. 
All were appointed ‘supernumeraries’. 
Each of them was allotted a fixed number 
of beds along with the responsibility of im¬ 
parting clinical knowledge to the medical 
students on certain specified days of a week. 
Administratively, they were under the con¬ 
trol of the supejintendents of the respective 
hospitals. The most important aspect of this 
scheme was that these posts were open only 
to the private practitioners with qualifica¬ 
tions registrable in Great Britain.'’ It was 
this particuiac condition of the honorary 
scheme, among others, which caused much 
heartburning among the licentiates. We will 
see more of this ^pect in the next section. 

Until 1929, thf honorary scheme con¬ 
tinued without any change in the above 
policy except with respect to certain pro¬ 
cedural aspects. Reports from various 
hospitals were unanimous that the honorary 
scheme had “worked satisfactorily” and had 
proved beneficial.'* There was thus suffi¬ 
cient reason for the government to expand 
the scheme In 1929, the government had 
decided to expand it beyond the boundaries 
of the city of Madras up to the level of 
district hospitals. Along with this came the 
following fundamental changes in the rules 
governing the working of the honorary 
scheme: 

(1) Two levels of appointment were in¬ 
troduced, namely the honorary physician 
and the honorary assistant surgeons; 

(2) The honorary medical officers were to 
be appointed both in the teaching and non¬ 
teaching hospitals without di^inction; and 

(3) “Wherever practicable" honoraries 
■were to be given a free hand in developing 
specialities, such as ear, nose and throat, 
radiological departments, etc into successful 


clinica.” 

It sl^ould be noted hertJhat even by 1929 
the idea of 'replying those in government 
service by honbiiries was yet to gain the 
attention of the policy-makers in a big way. 
But the seeds of discontent among the 
western medical profession, particularly 
among the licentiates had been sown by the 
government’s insistance that appointments 
to the honorary posts would be made accor¬ 
ding to “one’s qualifications and standing 
in the prolession”. The ‘class divisions' (as 
they came to be called) within the profes¬ 
sion became more visible and more pro¬ 
blematic as a result of the new changes made 
in the honorary scheme in 1929. Let us 
follow briefly the history of the honorary 
scheme through the 1930s before we turn to 
the issue of divisions within the medical 
profession. 

After considerable debate about introduc¬ 
tion of the honorary scheme in teaching 
hospitals, the government finally decided to 
extend it in both teaching and non-teaching 
hospitals. In fact, in 1931 the government 
lured by the prospect of saving more money 
decided to run the Royapettah hospital 
almost entirely by honorary medical officers 
on an experimental basis.'* When such 
measures were being experimented with, the 
onset of the economic depression of 1929-33 
made it much more necessary to continue 
with the honorary scheme. The Retrench¬ 
ment Committee of 1930-31 in Madras also 
was in favour of expansion of the honorary 
scheme. Now on, as a result, the policy was 
one of effecting a gradual reduction in the 
sirlngth of the government medical officers 
and a corresponding increase in the employ¬ 
ment of private practitioners in the hospitals 
by local bodies. Although the local bodies 
could not be forced to adopt this policy, the 
Retrenchment Committee recommended 
that It was feasible to “regulate or stop the 
recruitment to the government cadre in such 
a way as to enable the number of private 
practitioners to be gradually increased to 50 
per cent, as against the present 25 per cent 
of the.government cadre, without throwing 
existing government servants out of 
employment”. 

The honorary scheme which started with 
just seven honorary medical officers in the 
city of Madras in 1923 had an addition of 
only two by 1929. But within the next two 
years after the decision to expand the scheme 
in 1929, the number of honorary medical of¬ 
ficers employed increased to 90 and by 1937, 
there were 389 honoraries working in various 
parts of the presidency.-” 

By the end of 1937 (soon after the Indian 
National Congress assumed office under the 
Government of India Act 1935), the 
honorary scheme received another big push. 
This was a part of an overall plan of the 
Congress ministry to reorganise the .medical 
department. The new policy of the minister 
for health, T S S Rajan, swung to an extreme 
position; it decided to stop recruiting any 
permanent medical officer “for the present 
except in the case of extraordinary necessity 
when one or two civil assistant surgeons may 
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be lecruited at the disaetlon of the govern¬ 
ment".^' As a result, all posts (except the 
superintendents of Government City 
Hospitals. District Medical Officers, Resi¬ 
dent Medical Officers and the Directors of 
Kings Institute (Guindy) and Pasteur 
institute at Coonoor) were “thrown open to 
honoraries drawn from all ranks in the 
private medical profession”. “ 

One of the important elements introduced 
in the new policy of the Congress ministry 
in 1937 was the scale of honorariums fixe^ 
for different grades of honorary officers, but 
the preference was given to those “willing 
to work without any honorarium”.*' These 
appointments were normally for a period of 
five years. They were expected to work for 
three hours a day, under the administrative 
control of their respective hospital 
superintendents. They were free to engage 
in private practice outside the government 
institutes since it was their main source of 
income. But they were not allowed (a) to 
receive any fee from patients seeking admis¬ 
sion in'government hospitals, and (b) to 
discharge any patient from the hospitals for 
the purpose of treating them as private pa¬ 
tients. These rules were difficult to enforce 
in practice but the mere introduction of these 
rules reflect.s the fact that such unethical 
practices were widely prevalent among the 
private practitioners. 

The avowed policy of the Congress 
ministry, inaugurated by T S S Rajan, “was 
the displacement of service men within the 
course of next 20 years’’.*^ The immediate 
impact of this policy measure was the quick 
increase in the number of honoraries 
employed; it rose from 389 in 1937 to 500 
in 1939, when the Con_gress ministry 
resigned. 

The growth of the honorary medical 
scheme since the early 1930s in the Madras 
presidency was not particularly welcomed by 
those in the government service, as they saw 
it as a threat to their existence. As one of 
the critics of the profession put it; “the paid 
medical men, as a whole, vowed in private 
that they would ‘murder’ this scheme at no 
distant date.... Their reasons were good, but 
they did not agitate in the right way. Instead 
of frankly intimating the ministry their 
views, they praised'it in front and sabotaged 
its scheme from behind!’*’ As more and 
more private practitioners received training 
in specialities under the honorary scheme, 
those in service saw them as potential com¬ 
petitors to “cut their monopoly of practice” 
outside government hospit^s.*^ Such a fear 
among those in government service led to 
unhealthy relations between them. Frictions 
between the honorary and government 
medical officers were not uncommon. As 
early as 1923, possible friction between them 
was anticipated by the honoraries, who 
wrote to the government that “they 
(honorary] staff can work only on terms of 
absolute equality with the paid staff; that 
they should have exactly the same status in 
all privileges except pay only. Their status 
should be made clear to the paid medical 
and nursing staff’*' The hostile relation¬ 


ship between the honoraries and government 
medical officers worsened as the honorary 
scheme progressed during the 1930s as a 
result of the drive to minimise the expen¬ 
diture and the policy of developing an 
independent medical profession in the 
presidency in order to deliver health-care. 

We have so far seen the details of two 
specific schemes that were meant to develop 
an independent medical profession, which 
was the long-term policy objective of the 
government to deliver health-care in 
the Madras presidency. The overriding 
concern—for minimising government 
expenditure—for such a policy frame-work 
was also clear from the above account of 
these two schemes.- 

While the abovementioned measures were 
under way in the name of‘ developing an 
independent medical profession, certain Im¬ 
portant measures had also been introduced 
after 1914 to control and to bring uniformity 
in the practice of western medicine. The pur¬ 
pose of the next section is to show the 
significance of such control measures to the 
licentiates who formed the bulk of medical 
profession not only in the Madras presidency 
also elsewhere in British India. 

II 

The reason for creating different cadres 
of medical professionals was the govern¬ 
ment’s concern with financial constraints. 
The licentiates trained in allopathic medicine 
were a product of such a policy. But over a 
period of time, a number of important 
events took place in the history of the 
western medical profession in colonial India 
that raised the question of their very sur¬ 
vival. The enactment of the Madras Medical 
Registration Act, 1914 (MMRA) was the first 
major step taken by the government of 
Madras to organise the medical profession 
in the presidency. The object of this act was 
to maintain a register of qualified medical 
practitioners and to enable the public to dif¬ 
ferentiate the qualified from the quacks and 
to “establish and maintain minimum stan¬ 
dard of professional qualification to entitle 
a person to become a Medical Officer”.** 
The register of medical practitioners was 
intended to be something more than a mere 
directory of qualified practitioners. It sought 
to bring the practitioners of western 
medicine under some “disciplinary control 
exercised through a General Medical Coun¬ 
cil!’** The Madras Medical Council (MMC) 
established under this Act consisted of both 
elected and nominated members.'® The 
Bengal government also passed a similar act 
in 1914 followed by other provincial govern¬ 
ments in later years, but the Bombay govern¬ 
ment was the first to introduce such an act 
in 1912.” 

The disciplinary control over the registered 
practitioners wa} with the Medical Council. 
It could remove or restore the names of 
registered practitioners after going through 
a procedure of inquiry As for example, ques¬ 
tions such as what constitutes ‘infamous’ 
conduct of a registered practitioner could be 
settled only after ar< inquiry was made by 


the Council. In 1917 the Council had to 
decide whether or not any association bet¬ 
ween registered and unregistered practi- ' 
tioners in the treatment of patients could be 
called an infamous conduct.'* Similarly, the 
Council had the piower to demand informa¬ 
tion from the medical schools and colleges . 
about their curricula to “judge the efficiency 
of the instructions given therein in medicine 
and surgery and midwifery”. Failure to com- , 
ply with the Council's demands could mean 
derecognition of the concerned medical in- ', 
stitution. But the ultimate control over any 
matter including the activities of the Medical 
Council resided with the governor in Coun¬ 
cil, “if at any time it shall appear to the 
Governor in the Council that the medical 
council had neglected to exercise or exceeded 
or abused any power conferred upon it under 
the Act or has neglected to perform any duty 
imposed upon it by this Act..!’" 

While the Madras Medical Registration 
Act of 1914 was aimed at improving the 
status of the ‘qualified’ western medical 
practitioners, it did not explicitly interfere . 
with the practitioners of other medical 
systems (synonymously called, indigenous 
medical practitioners). Also, the act did not 
prevent any local bodies from employing 
indigenous medical practitioners. More im¬ 
portantly, the act did not impose any penalty 
on ‘unqualified’ practitioners of medicine of 
any system. But, under this Act the 
'qualified' practitioners enjoyed two 
privileges which the ‘unqualified’ did not. 
They were: 

(1) No cerlificalc required by law to be 
given by a medical practitioner or officer 
shall be valid unless signed by a registered . 
practitioner; and 

(2) Except with special sanction of the 
Governor in Council, no one other than a 
registered practitioner shall be competent to 
hold any appointment as physician, surgeon 
or other medical officer in any hospital, in¬ 
firmary, dispensary or lying-in hospital not 
supported entirely by voluntary contributions 
or as medical officer of health 

The most important aspect of the Madras 
Medical Registration Act of 1914 was that 
it did not recognise the indigenous medical 
practitioners as qualified men to practise 
medicine, though it did not, as already men¬ 
tioned, impose any restrictions explicitly on 
such practitioners. Non-allopaths feared that 
such exclusive recognition of allopaths under 
this act would spoil their image in the eyes 
of the public. Representatives of ayurvedic 
and unani medicine argued that “long ex¬ 
perience of native doctors and the benefit 
they are affording the public may be con¬ 
sidered more sufficient than possession of 
a diploma (in allopathy)”." They contend¬ 
ed that such an act “may be justified in 
countries where only one system of medicine 
is pursued, not in India where the masses 
depend on (different systems] of 
medicine”.'* Basically they argued that state 
intervention was not yet necessary as far as 
the practice of medicine was concerned and 
that “the Bill as proposed is likely to stifle 
the progress of the indigenous system of 
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medicine”.” But the government was in 
favour of the act, possibly influenced by the 
fact that the Bombay government had 
already introduced a similar measure in 1912. 

The practitioners of indigenous medicine 
remained outside the purview of the Madras 
Medical Regi.stration Act of 1914'until 1933 
when a separate register was opened for 
them.’* A School of Indian Medicine was 
opened in Madras in 1924 as a result of the 
recommendations of a committee headed by 
' Khan Bahadur Usman in 1921. The commit¬ 
tee was appointed specifically to explore the 
possibilities of placing the indigenous system 
of medicine on a scientific footing: “the ob¬ 
ject of this inquiry is to afford to exponents 
of the ayurvedic and unani systems an op¬ 
portunity to state their case fully in writing 
for scientific criticism and to justify state en¬ 
couragement of these systems".” While 
recommending a model school of Indian 
medicine, the committee was particular that 
allopathy should also be taught to students 
of Indian medicine since “it is in the light 
of modern medicine that ancient systems of 
medicine can be judged in their true perspec¬ 
tive and relationship".The school thus 
began with a four-year course in Ayurvedic, 
Unani and Siddha medicines, supplemented 
by “a course of instruction in anatomy and 
physiology according to the allopathic 
system”. These courses were extended in 1930 
by one more year with more inputs from 
allopathy.*' Those who had completed the 
course successfully were called Licentiates 
in Indian Medicine (LIM). 

The first batch of 69 LI Ms passed out of 
the school in 1928, but remained 
unregistered till 1933 when a separate register 
was opened. Since then the government per¬ 
mitted the local bodies to appoint “if they 
like LIMs instead of LMPs in the rural 
dispensaries subsidised by the govern¬ 
ment".*’ But there was no guarantee by the 
government that the LIMs passing out of the 
school would be absorbed by the state 
hospitals or dispensaries. This was not unex¬ 
pected; essentially they were expected to 
serve the purpose of delivering health care 
in rural areas at low cost and contribute to 
the growth of the independent medical pro¬ 
fession in the presidency. It should be noted 
here that when the subsidiKd rural medical 
relief scheme was introduced in 1924, the 
government was not willing to open dispen¬ 
saries run by indigenous medical practi¬ 
tioners, since they were not 'duly 
qualified’.*' But since 1929, when LIMs 
trained in a recognised government institu¬ 
tion began to appear in the market, they 
were appointed in rural dispensaries. The 
local bodies since then were encouraged by 
the government to maintain dispensaries of 
indigenous medicine ** 

While thtf practitioners of indigenous 
medicine suffered from lack of recognition 
by tlje government of Madras till 1933 (the 
year when a separate medical register was 
opened), ihe licentiates of allopathic 
medicine suffered from a similar problem as 
a result of the introduction of the Indian 
Medical Council Act of 1933: it did not 
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recognise them as qualified medical men. 
The formation of the Indian Medical Coun¬ 
cil (IMC) in 1933 js an important landmark 
in the history of medical profession in India. 
The IMC was formed in order to establish 
a “uniform minimum standard of higher 
qualifications in medicine for all pro¬ 
vinces".*' In order to understand the 
significance of the IMC Act of 1933, it is 
necessary to briefly outline Ihe history 
behind the creation of the IMC, and also 
understand the nature of the problems that 
Ihe licentiates had been facing. 

It was essentially created as a result of 
the desire of the funeral Medical Council 
(CMC) of the United Kingdom to have a 
Central Council of India, which could 
regulate the training given in various medical 
colleges in India. Till 1933. the CMC super¬ 
vised the medical colleges in India. The 
recognition given to the Indian medical 
degrees was conditional and used to be 
renewed for short periods, usually for a year 
at a time. The CMC began to recognise the 
medical degrees awarded by the Indian 
Universities in 1892. It did not insist on 
inspecting the medical colleges “apparently 
believing that there was little difference in 
the standards of the British qualifications 
and the Indian degress”.**’ By 1920, infor¬ 
mation had reached the CMC that the train¬ 
ing given in Indian medical colleges was 
inadequate in midwifery and that there was 
“discrepancy between regulation and prac¬ 
tice in midwifery instruction".*’ As a result 
a special inspector was nominated in 1922 
by the GMC with the approval of the then 
secretary of state for India, Sir Edward 
Montague, in order to “coordinate the stan¬ 
dard in all essential branches of medical 
training” at different colleges and "to report 
to the GMC regularly on the maintenance 
or improvement of Ihe standard, so that 
recognition might be continued from year 
to year".** Although the training given at 
the Madras and Bombay medical colleges 
was considered to be ‘second to none’, cer¬ 
tain defects were pointed out especially 
regarding the lack of maintenance of 
minimum standards in the examinations 
conducted from year to year. 

What India lacked, according to the 
GMC, was a coordinating authority between 
the universities; the provincial medical coun¬ 
cils were blamed for not being concerned 
with this problem. As the number of medical 
colleges increased over a period of time, it 
was becoming more and more difficult for 
the inspector of medical collges (nominated 
by the GMC) to visit and supervise them 
every year: “Scattered as they were from 
Bombay to Rangoon and from l.ahore to 
Madras, they rendered the conditions of 
regular visitation and inspection by the direct 
agency of the [General Medical] Council 
almost out of the question;’** Sir Norman 
Walker, the special officer appointed by the 
GMC for this purpose, suggested creation 
of an all-India body comparable to the 
GMC, so that the latter could communicate 
with the former. He said: “...the time had 
come when India itself should give some 


guarantee of uniformity of standards 
through an authoritative body with which 
the GMC in London could consult.”’" This 
suggestion resulted in the formation of the 
Indian Medical Council in 1933. It may be 
said here that the formation of the IMC in 
1933 mark^ the beginning of the final phase 
in the life of the licentiates of allopathic 
medicine, not only in the Madras presidency 
but in the whole of British India. The fact 
that the IMC did not consider them as 
'qualified' medical men aggravated further 
Ihe problem of ‘class distinctions’ within the 
profession that had been in existence for a 
long time. 

l-'or many years before the formation of 
IMC in 1933, the licentiates had been 
agitating for ‘equality’ and fair treatment by 
the government as well as by the graduates 
of western medicine. Having stated briefly 
the history behind the formation of the 
IMC, let us see now the nature of the pro¬ 
blems that the licentiates had been facing 
prior to 1933, so that we can appreciate bet¬ 
ter the significance of the IMC Act of 1933. 

The history of licentiates in fact dates 
back to the early days of the East India 
Company when they were styled as 
'Dressers’ and later on called ‘Hospital 
A.s$istants’ trained for a period of three years 
in the medical college affiliated to the 
Madras University. Later on in 1902 a 
medical school was established at 
Royapuram in the Madras city where the 
Hospital Assistants were trained. B> 1911, 
their designation was changed into sub¬ 
assistant surgeon and in 1912, the govern¬ 
ment ordered that the students passing out 
of the school may affix the letters LMP 
(Liccn.sed Medical F’ractilioners) to their 
names.” 

The three-year training course was extend¬ 
ed by one more year in 1904 and again by 
one more year in 1933. The medical school 
since 1933 was called Stanely Medical 
School, named after Sir George Frederick 
Stanely, the then governor of Madras, who 
inaugurated the five-year course in that year. 
We shall see later the reasons for the exten¬ 
sion of the course of training given to them. 
Suffice to say here that the LMPs, as they 
were called, came into existence since 1912 
and their number grew both within and out¬ 
side government service in the presidency. 

The growth of licentiates was a direct 
result of the government’s policy to develop 
a cheap health-care system in the presiden¬ 
cy. In fact, in the whole of British India the 
increase in the number of such medical prac¬ 
titioners was mainly due to the government’s 
desire to supply cheap medical officers for 
the purpose of medical relief and to engage 
them during times of epidemics.” The need 
for cheap medical personnel created a new 
cadre within the government service. Thus 
was created the position of sub-assistant 
surgeon, which was one level below that of 
assistant surgeon, a position usually oc¬ 
cupied by graduates of western medicine. 
Although we do not have a time series data 
on the cost of medical education in Madras, 
the data for 1937-38 at least shows the 
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nothing 


Du Pont 


' makes that India doesn't need. 


Can India do without crop-saving 


technology? 

Aren't there enough patients in 
India whose lives can be saved by a new 
, heart valve? A new blood vessel? Artiti- 
, ciai feet that can make patients not only 
walk but run and play games as well? 

Doesn't India need a fuel that can 
reduce carbon monoxide? Fibre technol¬ 
ogy that is the safety standard for tyres 
in 25 countries around the world? 

What about products that are 
almost 100% safe? Like Butacile'^. a 
miracle sheeting that can reduce the im- 
, pact of injuries caused by a broken 
windscreen. Or Kevlar^, a fibre that has 

I 

I five times the strength of steel, and is 

I 

f yet one tenth of its weight! Which 


makes it ideal for bullet-proof vests and, 
of course, in the aerospace industry. 

Would you like to know how to 
make your work environment safer? 



Or how to build houses that are 
leakproof? 

Or books that do not tear? 

Or grow vegetables that are pro- 




tected from the ultraviolet rays 
of the sun? Or produce oil that is 
cholesterol-free? 

Or make fishing nets that can im- 



BEHER THINGS FOR BETTER Ei\TNG 


prove the catch by almost 15 to 20%? 

The list goes on and on. For, since 
1802, Du Pont has invented well above 
1700 products and intermediates. Yes 
indeed, over 1700 products that im¬ 
prove the quality of life throughout the 
world. Safely. With respect for the 
environment. 

Already a household name in 
more than 100 countries. Du Pont 
would now like to partner India into the 
21st century. In fact, so committed is 
Du Pont to this alliance that it has 
already invested in new technology and 
R 6r D, relevant to India and to the needs 
of the Indian people. 

Is there any other product you 
feel India needs? Or is there any 
Du Pont product that India doesn't 
need? We’d love to hear about it. 
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SUPERANNUATION SCHEME 




How to prevent 
key employees 
from leaving you... 

Lie’s Group Superannuation 
Scheme - for increa^ employee 
loyalty and morale, and tax savings. 

Lie’s Group Superannuation Scheme 
provides an added incentive for 
employees to continue in their current 
organisation. It guarantees regular 
post-retirement income, based on 
number of years in service and last 
salary drawn or contribution made. 
• Contributions (inclusive of PF), are 
tax-deductible up to 25% of salary. 
• If implemented retro.spectively, up 
to 80% of contributions (with respect 
to past years of service), are allowed for 
tax deduction in the year of payment. 

• Interest accrues at 11.4% 
l to 12%i p.a.. depending on the size 

' of the fund. 

• For those who are members of 
Lie’s Group Gratuity Scheme, higher 
interest rates will be applicable for 
both schemes. The Superannuation 
scheme can also be linked to life 
insurance cover. 

• On retirement, a choice of 
pension-payment plans is available. 

• A scheme can be tailormadc to suit statutory 
requirements or specific needs of clients. 
For more information and advice 
about the .scheme, send this coupon 
to your local LlC Divisional Office. 

I-1 

I am an employer. 

I I’d like to know more about I 

I Lie’s Group Superannuation Scheme. | 

I Please send me full details. i 


Name: 

Deaignation: . 

' 1 

Organisation: 


Address: 




Tel.:... . 

---j 
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expenditure ihcurred in various cadres of 
medical professionals (Ikble). 

The h^th'Care system over a period of 
time absorbed many of the LMl4. Fbr ex¬ 
ample, by the end of 1937, out of420 dispen¬ 
saries run under the Subsidised Rural 
Medicai Relief Scheme (about which we will 
have more to say later) in the Madras 
Presidency, 410 were manned by LMPs. 
Besides, by late 1937 there were about 370 
of them employed as sub-assistant surgeons 
in the Subordinate Medical Service, as com¬ 
pared to about 280 graduates employed as 
assisuuu surgeons in the various govenunent 
hospitals and clinics throughout the 
presidency.’’ It is not known how many of 
them were in private practice, but it is cer¬ 
tain that there too they outnumberd the 
graduates, their competitors. 

As early .^s 1906, an All-lodia Medical 
Licentiates' Association (AIMLA) .was 
formed to put forth their demands in a more 
organised manner. Essentially their demands 
were: “...study leave, avenues for higher 
medical education within our own country, 
re-organisation of medical school education 
to suit the needs of the time, and reforma¬ 
tion of the Provincial and Indian Coun¬ 
cils”.’* The association was instrumental in 
obtaining certain “minor claims and conces¬ 
sions” from the government between 1906 
and 1938: their pay scale was increased thrice 
and more importantly their designation was 
changed in 1910 from hospital assitant to 
sub-assistant surgeon, besides allowing them 
to suffix"LMP to their names. 

Briefly their problems may be stated as 
follows: They were denied opportunities for 
promotion to the post of assistant-surgeon 
because they were not as qualified as the 
graduates who normally occupied such a 
position in government service. Nor were 
they given an opportunity to improve their 
educational qualifications in order to 
become eligible for promotion. Their long 
experience in the profession did not count 
for promotion. This was in essence the 
nature of the problems that the licentiates 
every where in British India had faced. This 
caused a lot of resentment among them 
against the government, and they saw little 
scope for any improvement in their position. 
This is evident from a series of articles that 
appeared in the Indian Medical Journal 
(hereafter referred eo as Journal) ever since 
it was established by them in 1906. The 
Journal served not only as a medium for 
publishing the results of medical research 
conducted by them but also served as a vehi¬ 
cle for influencing the government's policy. 
The following comment of Dr Venkappa of 


Madras which appeared in. the Journal in 
1920, for example, illustrates their 
dissatisfaction with the government’s policy 
and shv how they perceived their future 
in the profession: 

We the members of the Grand Corporation 
of LMPs are fated to live in a fool’s paradise. 
We fancied that light was dawning on our 
path. But now all hope is fled. It is hard to 
prophesy. But so far as any forecast of the 
future is safe, it looks as if our fates are 
sealed. We have therefore to organise 
ourselves even belter, faint not in our strug¬ 
gle till we renew our fight and win our 
cherished rights.” 

And the right that they were demanding for 
was nothing but an avenue for improving 
their educational qualifications that would 
help them climb the promotion-ladder in the 
government service. Their dissatisfaction 
with the government continued through the 
end of 1930s, and the hopes of the licentiates 
never became a reality, as is clear from the 
following words written in 1936: 

They [IkentiatesJ have been as anxious as 
ever to qualify themselves as fully as possi¬ 
ble to deserve ihis claim (of equality]. They 
want that the medical school education 
should be improved and its standard of 
examination rarsed. They resent being 
segregated for the faults of a system of 
medical education for which they are not at 
all responsible and against which they have 
been protesting for the last one generation. 
They are smarting under a cruel denial of op¬ 
portunities. They want to enter State Service 
on equal terms. 

Thus the licentiates, working as sub-assistant 
surgeons, felt not only ‘over-worked’ but saw 
themselves as being left “with avenues for 
higher medical education closed, and with 
stagnant status and prospects”.” 

As a result, the licentiates who numbered 
no less than 30,000 of the 40,000-odd 
medical men in British India by the end of 
1930s, felt alienated from the rest, and 
developed a sense of being ‘outcastes’ within 
the western medical profession. 

What is happening today with the medical 
administration, every body knows. The ser¬ 
vices are caste-ridden and water-tight. What 
is happening with medical education is also 
equally known. The 26 medical schools in 
India are treated as school for outcastes. Even 
the little good things that are offered are of¬ 
fered in a spirit of concession and favour...” 
The provincial branches of AIMLA had 
been (ever since its creation in 1906) trying 
to influence their respective governments to 
get rid of this ‘class division* in the profes¬ 
sion by improving the medical erinmtion. 


They saw that maintaining two different 
standards of medical education would not 
work for the benefit of the people as well 
as for the healthy growth of the profession. 
The medical profession thus remained divid¬ 
ed every where and without any common 
voice. "There were not only vaidyas, hakims 
and homoeopaths, but we have amongst our 
own scientific medical men tvvo compart¬ 
ments. One the higher consisting of those 
who had graduated from the medical col¬ 
leges and the other, the lower consisting of 
LMPs;”’ Thus commented Major-General 
C A Sprawson, the surgeon-general with the 
government of Madras in 1930 in his in¬ 
augural address at the Royapuram medicai 
students' union. TWo years later, he had the 
following to say: 

I think the chief drawbacks from which 
Licentiates now suffer is that from which the 
whole medical profession in India suffers, 
that the profession is not united, but is divid¬ 
ed into separate classes, whose interest are 
not always identical. The medical profession 
in India therefore cannot always speak with 
one voice, and it loses thereby some of the 
authority and influence which should belong 
to It The gap between graduates and licen¬ 
tiates is a large one and there is no denying 
the fact.“ 

/\s a way lo ormg these two classes together, 
the licentiates suggested a raise in the stan¬ 
dard of medical training which could be 
achieved by increasing the duration of the 
course by one more year. The Madras branch 
of AIMLA had year after year in their an¬ 
nual meetings passed resolutions to that ef¬ 
fect, as is evident from the following resolu¬ 
tion passed in 1931: 

That this Association strongly urges the 
Surgeon-General and the Government to in¬ 
troduce the much-needed and absolutely 
essential reform of the introduction of the 
five years’ course in the Medical Schools as 
early as possible as the medical curriculum 
extends in no other civilised country for less 
than five years and as the country is not any 
more in need of medical men of a shorter 
training.” 

Surgeon-General Sprawson, too, thought 
that “the obvious alternative” would be to 
raise the standard of medical training given 
to the licentiates, and he also thought that 
“the time is ripe” for such a change. But he 
was not prepared to accept their criticisms 
levelled against the government for the delay 
in bringing about the desired changes, as 
revealed in his address in 1932 at the 2StH 
Conference of the AIMLA held on 
December. 20, J932 at the Royapuram 
Medical School* 

I think some of you are inclined to blame 
the various provincial governments for not 
having done this sooner and think that the 
will to do so has been lacking. This, at any 
rate, has not been the case with those govern¬ 
ment under which I have worked, where 
delay in this respect has been due solely to the 
added annual cost of such a measure would 
involve. The present is the most difficult time 
for any government to make this innovation: 
nevertheless, I am in hope that before long 
we may see these difficulties overcome in 
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Madias and a lead given in this respect to 
licentiate education elsewhere.*^ 

He assured them that he would do the best 
to bring about the desired change in medical 
education. In the same conference, the Raja 
of Bobbili, the then chief minister of Madras 
presidency, who inaugurated the conference 
said: 

You [licentiates] attach the greatest impor¬ 
tance to the extension of the LMP course to 
five years. Your president... pressed for this 
scheme even Iasi year, but owing to the 
extreme financial stringency then prevailing, 
it was impossible to consider it. With the 
slightest improvement in the financial posi¬ 
tion we have recently had, there is every 
likelihood of the scheipe going forward as 
Government consider it to be one of the most 
urgent schemes to be introduced next year. 
With the introduction of this scheme, I think 
a great step forward wiil have taken and an 
effective blow dealt to the untouchability in 
the profession.*’ 

The LMPs had been demanding ever since 
the creation of their association to affiliate 
all the medical schools in India to the pro¬ 
vincial universities and “thus be done with 
the class distinctions in the profession once 
and for all",** Resolutions reiterating this 
demand were passed every year at their an¬ 
nual meetings. “Uniform standard ol 
medical education” became the central con¬ 
cern of the licentiates. 

introduction of such a longer course of 
training, the licentiates thought, would at 
least help remove thd "inferiority complex" 
that they had been suffering from for a long 
time. But the government committed to the 
policy of producing cheap medical men for 
delivering health care continued to maintain 
two standards of medical education. Lack 
of opportunity to improve their educational 
qualification was a major handicap, which 
denied them, even after long years of 
experience, promotions to the posts of assis¬ 
tant surgeon. Prior to 1900, LMPs (then 
called hospital assistants) were allowed to ap¬ 
pear for the university examination and were 
granted two years' study leave for that pur¬ 
pose. By the end of 1900, this privilege was 
withdrawn. This essentially meant, in order 
to obtain higher qualifications, they had to 
study for a full five-year term. In 19.11 the 
government of Madras decided to admit the 
LMPs for a further course of two years to 
obtain the MB degree, provided they possess¬ 
ed the minimum qualifications required for 
the graduate course.*-' But under this 
scheme only about seven or eight candidates 
were admitted every year. Obviously this was 
not sufficient to accommodate all the aspir¬ 
ing licentiates in the presidency. 

The licentiates also felt that they were 
being discriminated against by the govern¬ 
ment with respect to appointments made 
under the honorary scheme. They were not 
given any appointments in the areas of 
medical research and education; 

The honorary medical licentiate, io tar 
recruited, has only to blame himself for hav¬ 
ing entered the honorary medical service in 
which he is not treated honorably. The first 


insult is that be cannot be recruited to serve 
in a teaching hospital. The second insult is 
that he is designated with a service appella¬ 
tion without at least the corresponding ad¬ 
vantage of being paid fot coolly pocketing 
the insult The third insult is that he is not 
to proceed up to the top of the honorary 
service—he has to remain mostly as clinical 
assistant or he may become an honorary 
assistant physician or surgeon, if he is lucky, 
but not by the efflux of a pre-determined 
period of .honorary service.** 

They therefore thought that the only remedy 
to the problems they had been facing for 
decades would be to raise the level of training 
by extending the LMP course by one more 
year. The government of Madras in May 
1913 passed an order to extend the course 
to five years, giving a lead, as the Surgeon- 
General Sprawson assured in December 
1932,' to licentiate education elsewhere. 

It is in this contort of the position in 
which the licentiates were placed that we 
should understand the significance of the 
introduction of the Indian Medical Coun¬ 
cil Act of 1933. This act excluded the licen¬ 
tiates from the all-India register and con¬ 
sidered them as unqualified medical men. 
“The enactment of the Indian Medical 
Council forms an inglorious chapter in the 
history of the Government of India”, so 
commented a critic in 1938.*' The exclusion 
of the licentiates from an all-India register 
was indeed a big blow to them. By classify¬ 
ing them as ‘unqualified’ medical men, it 
questioned their very existence 

Licentiates everywhere reacted strongly 
against this act. The licentiates in Madras 
found themselves in an anomalous position; 
while the Madras Medical Registration Act 
of 1914 recognised them as 'qualified' 
medical men, the IMC Act of 1933 did not. 
In fact their condition in other provinces 
were not any different. As more than 70 per 
cent of those in the medical profession com¬ 
prised of licentiates in colonial India, such 
an act it was feared would not contribute to 
its healthy growth. The Indian Medical 
Council, the licentiates contemptuously said, 
should be changed into “The Indian Medical 
Graduates Council’’.** The All-India 
Medical Licentiates’ Association called it 
‘iniquitous’ and ‘unjust’ and tried to in¬ 
troduce an amending bill but till the end of 
1930s could not put it on the legisativc 
anvil *'* 

All the hopes of the licentiates of improv¬ 
ing their ‘status’ by removing the so-called 
‘caste divisions’ within the profession by 
extending the LMP course had come to 
nought by the introduction of the IMC Act 
m 1933. It is an irony that this act was pass¬ 
ed by the government of India in 1933, when 
the Madras government at last conceded the 
demand to improve the medical training 
given to them. But the Raja of Bobbili, the 
chief minister, speaking at the Medical 
Licentiates’ Conference at Madras in 
December 1932, said: 

I find It difficult to understand your 
[licentiates'] vehement opposition to the non- 
inclusion of the L iccntiates in the proposed 


AU-lndia Register. I take it that your fuu- 
damental cAject is to have what is called un¬ 
touchability in the profession removed. If 
that be so, it is not clear to me how the mere 
inclusion of your names in the register will 
achieve the object. The provincial Medical 
Register contains your names as well as those 
of the graduates. Still you say you are 
branded as an inferior lot. I fear the same 
discrimination wiircontinue even if you are 
included in the All-India Register....'* 

He was of the opinion that unless their level 
of education raised “the inferiority com¬ 
plex” from which they suffered would con¬ 
tinue But the licentiates perceived the whole 
issue differently. They perceived that it 
would make them nothing “but a glorified 
ward boy or a qualified quack!' 

Ill 

From now on, the future of the licentiates 
began to appear very bleak. This was not 
only true for those in private practice but 
also for those in government service. Now 
on, only the abolition of the medical schools 
was expected to bring unity among the 
members of the medical profession. Indeed, 
both the South Indian Medical Union and 
the All-india Medical Licentiates’ Associa¬ 
tion welcomed the idea of closing down the 
medical school. In 1938, the Madras govern¬ 
ment abolished the LMP course and closed 
the medical school.s in the presidency. The 
South Indian Medical Union, lormed by 
private practitioners consisting of both the 
graduates and licentiates, considered it “a 
matter for great congratulation that Madras 
has been able to achieve this object of a one 
standard medical education so early!'''' The 
decision to abolish the LMP course was cer¬ 
tainly an event of more than passing interest; 
it marked the beginning of a new era in the 
development of medical profession in India, 
which had far-reaching consequences on the 
nature of the profession in independent 
India. The Madras government was the first 
in British India to extend the course to five 
years; it was also the first government to 
abolish the course. With this decision, the 
future of the Subordinate Medical Service 
(which employed the LMIPs as sub-assistant 
surgeons) was hanging in balance. Before the 
Congress ministry could decide as to what 
should be done to protect the interests of 
those already in the service as well those who 
were about to complete the course, it 
resigned. 

The avowed policy of the government of 
Madras to develop an independent medical 
profession remained at best a pious hope. 
In fact. It left the independent medical pro¬ 
fession, which consisted largely of the licen¬ 
tiates, if anything, highly dissatisfied and a 
disgruntled lot The independent medical 
profession although large in size, was not 
healthy. There was bitter rivalry between 
them and the graduates The licentiates 
whose scnices were utilised to fulfil the 
object of minimising the government’s ex¬ 
penditure on health-care often found 
themselves highly discriminated. But it 
should be noted that the origin of the divi- 
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sions within the ’’Kientn'ic western medical 
profession” in colonial India' lay in the 
government’s policy of maintaining two 
standards of medical education in order to 
have a cheaper mode of delivering 
hehlth-carc. 

The history of the licentiates in colonial 
India may best be described in (heir own 
words: 

...the licentiate was a legitimate child of 
medicine, but^treated badly and disinherited 
illegally when the question of affiliation to 
the universities arose in I8S7, because his 
professional needs were subordinated to the 
military needs of the East India Company, 
later to the needs of the so-called cheap 
medical relief when the Crown took over.... 
The licentiates have withstood the worst 
shocks that ever fell on the members of the 
learned profession in India or elsewhere. 
They have now found their level yvith thepro- 
fession since a large number of them have 
taken to private practice....’^ 

But the licentiates were not disheartened by 
what happened to them. They were sure as 
ever o' making a living on their own, ir¬ 
respective of the government’s recognition 
of their 'qualifications'. They instead trusted 
the'people to pass judgments on iheir abili¬ 
ty and knowledge as medical men: 

Cadres and conditions, grades and-grada¬ 
tions in service are no more the criterion of 
the status and the position of the licentiate 
m the body of politic of the profession The 
cheap sneers and grotesque designations in 
service arc not, and will never be, visible in 
private practice. He has rightly chosen the 
public as his ultimate masters, and so long 
and so far as he serves them efficiently and 
honestly his position, prosperity and powei 
are assured.’’’ 

What emerges clearly trom the above ac¬ 
count of the history of the licentiates of 
western medicine is that in colonial India, 
it was the financial expediency rather than 
any ideology or philosophy of education 
that fUteated the need for cheap doctors. But 
it was only in the post-colonial period, as 
the concept of providing primary health care 
gained importance particularly for the less 
developed countries, the increasing cost- of 
medical education and its relevance has 
come to be questioned. There is a growing 
conviction that much of our health-care 
needs can be met by professionals with a 
shorter period of training than the graduates 
of our Universities. The emergence of 
barefoot doctors in China was due to such 
a realisation. It is not only desirable but also 
feasible to evolve a blend of various medical 
systems that would be culturally acceptable 
and at the same lime would be well within 
our means. With hindsight, it may be argued 
that the continuation of the LMP or I.IM 
course would have been a good solution to 
the supply of medical services in a poor 
country like India. After all, in China the 
barefoot doctors hgve done much for the 
society. The government of Madras should 
have improved the health-care delivery 
system instead of converting into an elitist 
and expensive profession as it is today. One 
cannot bnt come to the conclusion that the 


poltcy-makers in the Madras government 
threw the baby along with the bath water 
when they abolished the LMP course. 

Note# 
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birajan for his valuable comments on this 
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There*s one thing common among these 
brand leaders. Containers from Avon. 



Take a look at some ol the leading brands 
and you'll know exactly what we mean. 
Expertise in tin packaging. The expertise of 
Avon. One of the few companies in the 
Industry, to offer integrated services. From 
metal printing, to the manufacture of tin 
containers and metal tablets Possible only 
with the most advanced technology and 
rigid quality control measures. 


At Avon, the accent is on quality. The latest 
double colour printing machine from 
Crabtree, U.K. ensure printing of a very 
high standard. Advanced manufacturing 
facilities, enable Avon to produce different 
categories of tin containers for almost 
every conceivable application In industries 
ranging from food products to paints. 
From cosmetics to lubricating oils. 


With prestigious orders from premier 
brands such as Indian Oil, Ponds, KMP, 
Goodlass Nerolac and Asian Coffee, the 
quality of Avon's products has drawn 
attention from leading cosmetic 
manufacturers and paint industries. 

In three short years, Avon has established 
its credentials in the market As one of the 
most innovative and quality conscious 
manufacturers 
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‘Waste’ and the Permanent Settlement 

in Bengal 

Vinay Krishin Gidwani 

An idea acquires political potency when it is displaced from a category to a norm-, in other words, when, in 
addition to describing the object it claims to be designating it also takes on an ascriptive and/or moral quality 
that then guides conduct. ‘Waste’ is one such idea with an ascriptive dimension, and is therefore politically power¬ 
ful. The Permanent Settlement in Bengal was deeply concerned with the issue of ‘waste’. 

This essay attempts to understand how the English represented and applied the concept of ‘waste’ in Bengal 
and contends that the idea of ‘waste’ is richer and more politically significant than most histories of the Perma¬ 
nent Settlement have indicated. 


ALL ideas have political implications— 
some negligible, others considerable. One 
idea that is deeply ingrained in cAir modern 
cultures, and of considerable political sig¬ 
nificance, is the idea of ‘wasted Its array of 
meanings is a veritable caUlogue of social 
‘undesirables’. As a noun it serves as dum¬ 
ping ground for all those entities that 
modern society views as marginal, residual, 
unimportant, or unpalauble. As a verb it 
describes the varieties of human behaviour 
that are unacceptable to modern society. In 
either grammatical form, the word ‘waste’ 
hovers in the English language waiting to 
pounce on subjects and objects at the fringes 
of society. 

Since-it acts as a rubric for what modern 
society considers ‘bad! the word ‘waste* has 
strong political overtones. This makes it 
eminently worth studying. 

The particular idea I study in my essay 
is that of the ‘wasteland,’ although ‘land’ is 
an appendage that can be (and is) dropped 
without significant loss of meaning. What 
is critical is the versatility and potency of the 
idea. Consider the title of this recent book: 
Beyond the Waste iMnd. The authors, 
Samuel Bowles, David Gordon, and Thomas 
\Veisskopf—all well known economists—are 
not writing about land at all. The ‘waste 
land’ in their book is a metaphor for in¬ 
dustrial America.' Their book is all about 
the inefficient use of resources. Industrial 
America invites the label ‘wasteland’ because 
it is a society that is utilising its assets in an 
undesirable manner. From the perspective of 
the economist, it is a society that is ‘wasting’ 
its assets. 

The political implication is in the authors' 
choice of vrords. They could just as well have 
called their book^Ingfficienl America (or 
something similar). But the word ‘ineffi¬ 
cient’, while ijejorative, hardly has the 
ideological potency of ‘wasteland’. As it is, 
we pick up Bowies et al’s book wanting to 
know why they think industrial America is 
so terrible and what solutions they offer to 
make it less terrible: that is, to propel it 
beyond the waste land. It is in this reflexive 
mental flow from theory to practice that we 
serve the authors’ political goal, whatever 
that may be. 


The point is simply this: an idea acquires 
political potency when it is displaced from 
a category to a norm; in other words, when, 
in addition to describing the object (or ob¬ 
jects) it claims to be designating, it also takes 
on an ascriptive and/or moral quality that 
then guides conduct.^ Thus, a ‘shirt’ is an 
idea, but politically an insignificant one 
becau.se it lacks an ascriptive dimension.' 
‘Waste’ is also an idea, but with an ascrip¬ 
tive dimension. It is therefore politically 
piowerful. 

Let me illustrate ^his theme more vividly 
by explaining my interest in pursuing the 
subject of ‘waste’. The issue of ‘wastelands’ 
is today a controversial one in India. (Clearly 
the term itself is one of those subtle colonial 
legacies). There is concern over the extent 
of waste land and the rate at which it is ex¬ 
panding. Most of the hype, however, can be 
reduced to an ambiguity in definition. No 
one agrees on the kinds of land that jointly 
constitute the ‘wasteland’; but every one 
seems to agree that wastelands are ‘bad’ and 
should be dealt with. 

All the concerned institutions also concur 
that ‘wastelands’ are the result of inappro¬ 
priate human activities. Thus, depending on 
its institutional origins, the term ‘waste’ 
begins to describe not only types of lands 
but also a range of human activities that 
have brought these lands to their current 
state. Government institutions, for instance, 
tend to place the blame for the mismanage¬ 
ment of land on villagers and on growing 
population pressure. Non-governmental 
organisations (NGOs), by contrast, pin the 
blame on corruption and lack of enforce¬ 
ment by government bureaucracies. In either 
case, a certain segment of society is indicted 
for its ‘waste-ful’ behaviour. 

There is another problem: The multiplicity 
of definitions not only confuses the true 
causes for the expansion of waste lands, but 
also generates strikingly disparate estimates 
of such lands. These estimates vary from 54 
million hectares (one-sixth of India’s toul 
land area) to 171 million hectares (over half 
of the total land area). The contending 
definitions and estimates of ‘wastelands! 
aside from reflecting institutional roots, also 
underline the common political goal of each 


institution: the control of resources. 

The endeavour of each institution is to 
delineate which kinds of lands ought to bC 
classified as ‘waste! that is, as sodally 
marginal. Whichever institution is able to 
assert ideological dominance will then haue 
primary say in how the ‘maigirwl landscape’ 
subsumed in its description of ‘waste* will, 
be transformed. Recall that this ‘marginal 
landscape* has both a physical and a soda! 
dimension (since some part of society is. 
implicated along with the land). The trans¬ 
formation that a ‘wastelands development’ 
policy will induce will, therefore, not only 
be ecological but also social. 

It is this that perks my intemt. As a stu¬ 
dent of political ecology, it is of interest to 
me how institutions represent a concept; and 
more specifically, how ideology guides 
natural resources policy. But since waste¬ 
lands policy is still in the making in India 
It does not lend itself to a clear analysis. 

The Permanent Settlement of Bengal, 
which was enacted in 1793 and was deeply 
concerned with the issue of ‘waste’, 
represents on the other hand, a rich case 
study for retrospective analysis. 

The process of cultural construction is best 
studied through representations—those situa¬ 
tions, to follow Durkheim, in which some 
members of society represent their theoriei 
and systems of classifications and constructs 
to ihemscives and to others. Colonialism, in 
this sense, exemplifies the liaison of 
knowledge and power. 

iBernard Cohn, I97g] 

Introduction 

The purpose of this essay is to understand 
how the English represented and applied the 
concept of ‘waste* in Bengal under the Per¬ 
manent Settlement of 1793. 

Writing in 1894, a little over hundred years 
after the Settlement, the historian W W 
Hunter underscored the critical but nebulous 
role of ‘waste* in that policy. He remarked: 
Even in regard to the all-important question 
of Waste Lands, whose vast extent and dif¬ 
ficulties of reclamation determined both 
Cornwallis and the Court of Directors to 
declare the Settlement permanent, the area 
was absolutely unknown in any District (rhy 
Italics) '* 
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Contemporary historians have dwelled ad 
nmatum over the Permanent Settlonent: its 
underlying motivations, its technicalities, its 
, contradictions, and especially, its impact on 
ihe physical and social landscape of 
Bengal.’ This essay adds one more voice to 
. the cacophony, but hopefully of a different 
tenor. 

Basing myself in Sir William Hunter’s 
. assertion that ‘wastelands’ were the ‘all- 
important question’ that drove the settle¬ 
ment, I aigue here for a fresh look at the 
foun^tions of the Permanent Settlement. 
The attempt however is to shift the focus 
(hun ‘waste’ as simply a category of land- 
use to ’waste’ as a representation of the 
oiltural inferiority and physical infirmity of 
Indians (the colonised people vis-a-vis the 
English (the colonisers). In this ascriptive 
form, the idea of ‘waste’ both informs and 
is able to legitimate the Permanent Scttle- 
menu Rephrased, the idea both guides and 
Justifies a certain kind of political con¬ 
duct.* This thesis does not negate the 
revenue imperative which so many authors 
have adduced as the underlying motivation 
for the settlement. It only enriches it by 
bringing in the ideological aspect. Here it 
follows in the intellectual footsteps of Stokes 
(19S9) and Cuba (1963), but from a different 
angle. 

For a fuller understanding of the ascrip¬ 
tive character of ‘waste’, one needs not only 
to trace its evolution as an idea in the English 
language, but also to situate it within the 
discourse of modernism that began sweeping 
Europe sometime in the 17th century. Col- 
ontal rule in Bengal and the manner in which 
the concept of ‘waste’ was represented there 
were reflections of this larger discourse. As 
Rliarif writes; “(T]he European mind. . put 
forward an unprecedented effort to explain 
the world, so as to conquer and transform 
it”’ This desire to conquer and transform, 
not simply by physical force but more effec¬ 
tively through the ‘production* of know- 
ledge, is the thrust of this essay.’ 

On Method and Sources 

Berger and Luckmann (1968) observe that 
‘Ul human ‘knowledge* is developed, trans¬ 
mitted and maintained in social situa¬ 
tions”.’ Resdity, in other words, is socially 
constructed. By inference, the concept of 
‘waste* applied during the Permanent Set- 
llment should be properly understood as 
a social construction. This is hardly a new 
insight, but it directs attention towards the 
social milieu from which the idea of ‘waste' 
emerged. Investigation reveals that ‘waste* 
Was a fluid concept that underwent subtle 
but important changes in meaning over the 
course of history, until, by the late 18th cen¬ 
tury, it was fully incorporated within the 
discourse of modernism. 

In tracing the evolution of the concqst of 
^.‘wute’ J employ a ‘history of ideas’ ap- 
iNoach that relies heavily on secondary 
sources; provides evidence where possible; 
hut also cautiously extrapolates—for such 


is the nature of the reconstructive enterprise 
Since the coitcept of ‘waste* is elusive in the 
literature my reconstruction of it at times 
leans on indirect techniques. I use the related 
concepts of ‘value* and later ‘property’ to 
infer the prevailing meaning of ‘waste’. The 
essay reveals that ‘waste*, ‘value*, and ‘pro¬ 
perty’ were a triad that, in many ways, lay 
at the heart of the colonial discourse in 
Bengal. 

Part of the interest in doing a study of this 
sort is to undersund the nature of the col¬ 
onial encounter in Bengal. The Fifth Report 
on East India Affairs (3 Vols) is a rich source 
of documentation on the debates leading up 
to the Permanent Settlement. It reflects the 
convictions and misgivings of English 
policy-makers who framed the Settlement. 
Three issues are particularly prominent in 
the document; first, the .subject of ‘waste’ 
and how best to deal with it in policy; 
second, the nature of property rights in 
Bengal; and third, the revenue imperative. 
Not surprisingly, these are closely connected 
topics. 

An inevitable question that dogs the 
researcher in pursuit of the colonial en¬ 
counter with Bengal is the nature of pre- 
colonial Bengal. Was there a category within 
the indigenous land classification system 
that corresponded to the European idea of 
‘waste*, or is such an investigation doomed 
from the start? is the researcher in a metho¬ 
dological bind, unable either to escape the 
‘analytico-referential’ categories invented by 
the west or to pbreeive alternative realities 
beyond the reality represented in Orientalist 
discourse? Irfan Habib’s The Agrarian 
System of Mughal India, and Anil Chandra 
Bancrjce*s, The Agrarian System of Bengal, 
1582-1793, which I used for background on 
the history of pre-colonial Bengal, provide 
a provisional answer. 

Both employ the term ‘waste* uncritically. 
Habib, for instance, applies it to unmeasured 
and uncultivated (including long fallow) 
lands.'® He thereby indicates that the 
Mughals too were concerned with the pro¬ 
blem of ‘revenue waste* in the same manner 
that the English were. However, as I intend 
to show, the idea of ‘waste* that carried from 
Europe was burdened by a pejorative intent 
quite unlike what the Mughals invested 
unmeasured and uncultivated land with; and 
in using the category ‘waste* uncritically, 
Habib transmits the ideology along with the 
word. The same is true for Banerjee. 

My intention is not to disparage the 
achievements of either Habib or Banerjee 
but simply to suggest that penetrating the 
methodological bind requires thinking 
critically through the language we employ 
for exegesis; for words have power. As 
Michel Foucault writes; 

Expressing their thoughts in words of Which 
they are noi the masters, enclosing them in 
verbal forms whose historical dimensions 
they are unaware of. men |$ic) believe that 
their speech is their servant and do not realise 
that they are submitting themselves to its 
demands." 


One fmal caveat. Inthc oouneofriieeiMK 
I fieqiiently employ the word ‘tUtcourae^ 1b 
leave no (toubt over its use, I underatand 
discourse in this essay as “any semiotic 
system as practised (author’s italics)”.'^ 
Further, 

|i)n all discourses not only are the linguistic 
(semiotic) facts, the signifying elements, 
organised by some [enunciating] entity, but 
we may assume that they are not aimless, 
they show some goal (author’s italics).'’ 
The idea of ‘waste* represented in Bengal by 
the English showed a goal; political control. 
Evidence for this is marshalled below. 

Thesis 

My central argument here is that past 
histories of the Permanent Settlement have 
failed to capture the ideological richness, 
and therefore the political significance, of 
the idea of ‘waste*. In the process they have 
missed crucial elements of the colonial jen- 
counter with Bengal. 

Revenue generation was without doubt a 
driving force for English land settlement 
policies. This guiding criterion yields the 
interpretation that ‘waste’ was nothing but 
‘revenue waste'—a residual category for land 
unproductive by way of revenue receipts. 
This has been the conventional, and often 
implicit, translation of ‘waste’ in analyses of 
the Permanent Settlement. 

However, it is possible to argue, as I will 
here, that the idea of ‘waste*—as constructed 
m Bengal—represented much more. Not 
only was it a category of land created for 
tax records, it was a colonial commentary 
on native society in Bengal. This commen¬ 
tary itself was part and parcel of a colonial 
discourse that was ‘utopian’ in its desire for 
control, but wanted at the same time to 
justify its actions. This meant establishing 
the cultural superiority of the colonists over 
the colonised. For only then could the con¬ 
trolling actions be carried out with 
conviction. '* 

Karl Mannheim has stressed the power of 
‘utopian’ thought ‘‘which.. produces a 
distorted unage of social reality, but which... 
has the dynamism to transform that reality 
into its image of it.”'’ It is debatable 
whether colonialism managed to shape reali¬ 
ty into its image of it, but it is certainly true 
that it produced a distorted image of reality 
in the colonies—18th century Bengal being 
no exception.'* And in those early days, 
barring a few doublers like John Shore, it 
exuded confidence in being able to trans¬ 
form this reality in controlled fashion by the 
application of appropriate administrative 
measures. Thus Lord Cornwallis, who was 
then governor general of the Company’s ter¬ 
ritories in India, was able to opine; 

If laws arc enacted which secure to (the 
amindars] the fruits of their industry and 
economy, at the same time, leave them to 
. experience the consequences of idleness and 
extravagance; they must either render them¬ 
selves capable to transacting tlwir own busi¬ 
ness, or their necessities will oblige them to 
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dlipaw of thrir fuwte to othen, who wfil 

cultivate and improve themJ^ 

The quote detnonstratet that Cornwallis 
vested deep faith in the ability of law—an 
administrative measuie—to tmnsforra human 
behaviour. However, it is the “idleness and 
extravagance" of Bengali zamindars that 
Cornwallis is really commenting upon. 
These behavioural traits are contrasted with 
“industry and economy*^—qualities that are 
evi^tly tire prerogative of the English and 
a inark of their cultutid superiority. Having 
established this superiorify, it is a simple 
matter to justify laws that will encourage 
these traits in Bengali zamindan. That these 
laws will also serve the goals of revenue 
collection and political control that colonial 
‘utopia* demands is made to appear inci¬ 
dental. 

How does all this relate to the idea of 
‘waste*? I intend demonstrating that in its 
displaced and ascriptive form ‘waste’ des¬ 
cribed not only kinds of lands-but also kinds 
of human behaviour, including “idleness, ex¬ 
travagance, and oriental despotism”. It car¬ 
ried in addition a moral injunction against 
these said lands and behaviours. This gave 
it a political potency that served the colonial 
project admirably. 

But first, a detour into the history of an 
idea. 

ORitiiNh or A Concept 
Preface to an Idea and Its Reconstruction 

The concept of ‘waste’ is a catalogue of 
negatives. This is apparent from Webster’s 
Third New Inlernattonal Dtettonory, which 
offers the following definitions of the noun 
‘waste’; wild, uninhabited, desolate, empty, 
cheerless, monotonous, useless, unculti¬ 
vated, unproductive and land laid barren by 
human agency. The verb ‘waste* fares no bet¬ 
ter. ‘To waste* is to ravage, devastate, 
diminish, use carelessly, allow to be used in¬ 
efficiently, squander, dissipate, fritter or to 
let lapse. If 1 interpret Levi-Strauss’s thesis 
correctly that social interaction derives 
meaning from a symbol structure containing 
signs arranged in binary opposition, then it 
is relevant to query what the binary opposite 
of ‘waste^its Other—is. 1 submit, rather 
unoriginally, that it is ‘value’. In addition, 
the syngamy of ‘waste* and ‘value* belongs 
properly to the discourse of modernism that 
unfolded in Europe in the 17th century. This 
discourse spawned the following convictions: 

(a) a conception of land as the ultimate 
fount of social wealth and prosperity, 

(b) private property as the instrument that 
unleashes the productive energies of land 
and labour, and (c) the capitalist entre¬ 
preneur as the agent of social change. 

If one accepts the existence of symbolic 
opposites, then, from a methodological 
perspective; to study the concept of ‘waste* 
is to build—implicitly or explicitly—a theory 
of value; it is also to predict the formation 
of institutional arrangements.aimed at cur¬ 
tailing ‘waste* and promoting ‘value*. The 
syngamy of ‘waste* and 'value* thus spawns 


an Mabonue causal ctnih. kteokvcally 
inftremed and teieologicitUy driven. 

However, ‘ideal-type* institutional struc¬ 
tures flowing from id^ frequently flounder 
when confronted by reality, in Bengal, the 
progression from ‘wastif to ‘valued, so easily 
accomplished in the English mind, was 
severely challenged and compromised at the 
administrative level. There were several 
reasons for this, but the most important 
were: 

(a) the difficulty in ascertaining the nature 
of property rights in India; 

(b) the obsession to impose order and 
uniformity, and spur change, without 
disrupting the fabric of Bengali society; 

(c) the revenue imperative of a self¬ 
financing Company rule. 

Many of these factors clearly worked at 
cross-purposes, and the Permanent 
Settlement—when it was unveiled and played 
out—reflected the tensions between idealism 
and pragmatism, hope and reality. 

Initial Phase 

Where did the concept of ‘waste* originate? 
It is almost certainly a medieval idea as 
evidenced by its place within Common Law. 
Its first appearance—in England—is in the 
late 13th century and its specific purpose is 
to curb the rights to use enjoyed by tenants. 
Noyes (1936) writes: 

At ftrsi the tenant had the “right to use and 
abuse the land, to cultivate it or leave it un¬ 
cultivated, to keep all others off it...’’ In fact 
he had an almost absolute Austinian right 
of user—“a general, indefinite right of using 
it as he pleases”. Nevertheless, actions for 
waste, while probably new, were brought. In 
the course of time, “just as the law gave 
specific relief if the lord ejected his tenant, 
so the same relief was granted if the tenant 
used his land m a manner inconsistent with 
the nature of the interest granted”... By the 
end of the 13th century it was settled that 
the tenant for years must keep the premises 
in repair.'* 

Noyes has little to add to the subject except 
to make the brief but interesting observation 
that the doctrine of waste enjoined those 
who had ‘interests’ in an object to keep its 
aggregate value intact. 

It is, I believe, fair to hypothesise that 
restrictions on the rights of users in England 
coincided with (a) a growing scarcity of 
cultivable land, and (b) an increasing cen¬ 
tralisation of administrative power.^ The 
scarcity—real or perceived—in conjunction 
with rising state power had the effect of 
transforming the concept of property from 
an unqualified right of use and possession 
to an amalgam of interests, each of which 
had to be satisfied and respected, lb uke the 
case of land, not only the rights of tenants 
but also the rights of the manorial lord and 
the rights of the state were now deemed to 
co-exist in a given plot. This meant that 
wilful (or inadvertent) neglect of land by the 
tenant hurt the interests of the lord and the 
state, who therefore became eligible for com¬ 


pensation. Tins, hi effect, was what the doc¬ 
trine of waste provided. 

SUBSEQUENT DEVELOPMENTS 

Dike now a historical leap from the lare 
13th to the mid-tSth century. Post-Enlighten¬ 
ment England is a place of tumultuous 
change The project of modernity has begun, 
and the cauldrons of philosophy are on the 
boil. The ideology and promise of progress 
has become the defining character of tire 
west and has imbued it with a political con¬ 
fidence hitherto unknown.^' Of course, all 
is not as well as it seems. The face of the 
countryside has been re-shaped with the 
enclosure of the commons. Streams of 
dislocated peasants, transformed willy-nilly 
into labour, trickle into the cities to be suck¬ 
ed into the ‘Satanic mills* that are the sym¬ 
bols of progress. There is, meanwhile, a new 
breed of entrepreneurs in the countryside— 
the gentleman farmers-adding ‘value* to 
the land and generating the capital which 
progress so hungrily demands. 

I argue that the concept of ‘wast^and 
correspondingly of ‘valued underwent a 
subtle but deep change between the pre- 
Enlightenment and post-Enlightenment eras. 
This change must be linked to (a) the_ongoing 
‘rationalisation’ of society and, relatedly, 
(b) shifts in the conception of property in 
England. 

For all its currency In popular use, the 
word ‘rationalisation’ remains ill-defined. 
My understanding of it is as follows; the ap¬ 
plication of reason aimed at discovering the 
most efficient and effective means to an end. 
This definition assumes that the end is 
known a priori and that rationalisation is 
simply the process of finding the best instru¬ 
ment to achieve that end. This understand¬ 
ing ties in well with the shift in the concep¬ 
tion of property that was earlier hinted at. 

This shift was engineered by the enor¬ 
mously influential work of John Locke, who 
put forth an instrumental view of private 
property that at once enshrined the virtue 
of labour and the sovereignty of the in¬ 
dividual. He relegated Hobbes’s Leviathan 
state to the limited role of “regulation and 
securing of men’s property!*^ More impor¬ 
tantly for our enterprise, Locke redefined 
‘value’ as an economic and moral prero¬ 
gative, and established its primacy in con¬ 
nection with property rights. He thereby laid 
the foundations for the subsequent physio- 
cratic and utilitarian doctrines that cxened 
such a powerful influence on British land 
settlement policies in India. Defiiung what 
men may do with property, Locke, in the 
words of Ryan (1984), enjoined that, 

. they must leave as much and as good for 
others, and they must not lei anything perish 
uselessly in their possession. . (Funherl if 
we cultivate land, and so make it ntore fruit- 
ful than before, the land becomes ours along 
with Its fruits (my italics).*’ 

Property rights, in other words, emanate 
from value adding labour. There is. however, 
a suggestion that if the owner allows this 
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vai.ie to perish, he effectively lorgocs his 
right.- to property. 

One may wonder why the concepts of 
‘waste’ and ‘value’ contained in IxKke’s 
formulaiion are any different from tho.se 
embedded m the niedteval doctrine of wa.ste. 
First, Lc-cke’s notion of property liberates 
rather than con,slrains the individuaJ in rela¬ 
tion to the state. Property is established as 
a natural right of individuals conferred by 
none other than god. Tb waste therefore now 
carries moral overtones.^ Previously, I sug¬ 
gest, It was merely a legal infringement in¬ 
stituted at the behest o< a political elite keen 
to protect Its tribute from tenants. Locke 
liberated 'value' from its political fetters and 
gave It an economic and moral basis 
When fused with the physiocratic and 
utilitarian views of the ssorld. this line 
of argument acquires tremendous signi¬ 
ficance.^’ 

rhe Physiocrats 

The physiocrats, who gained philoso¬ 
phical a.scendaiice m France in the mid-IKih 
century, but who were deeply influenced by 
the transformation and succes.s of English 
agriculture after the Enclosure, described 
land as the source of all wealth. Remarks 
Guha (l%3). 

Their theory oj value is based on an analysts 
of agricultural production in which, much 
more than iii industry, the diflercncc between 
the value of labour power and the value 
created by its use appears in its most tangi¬ 
ble form It IS lhi.s difference, the pruduit net, 
which IS Ihc surplus appropriated by the 
owner of land as rent The physiocrats claim 
to have invented the mechanism which in 
their ideal soacty would ensure the rcprodiic 
lion ol this surplus and its correct distribu¬ 
tion The social philosophy upon which this 
doctrine implicitly rested consisted tn plac¬ 
ing above all else pnvalc propeny, especially 
property in land (my italics) 

Central to my argument hen- is the exten 
sion of an instrumental conception of pro¬ 
perty. Locke had provided it grounding in 
an immanent morality activated through 
labour. The physiocrats went a step further 
private proper-ty in land, they a,ssertcd, was 
(he mechanism (or insirumcni) that galva- 
msed Ihc creation of ‘value’ (wealth) in socie¬ 
ty. It lay at the crux ol progress. Conversely, 
insecure, ill-defined or ill-ordered propeiiy 
rights could only impeile progress And to 
waste land, where it could be used, was clear¬ 
ly irrational since land was the source of all 
value. 

The Benthamites 

When the f'ermaneni Settlement was 
enacted in Bengal in 179.3 by lx.ud Corn¬ 
wallis, the utihiariari programme was yet to 
be formalised But the ideas of its founder— 
Jeremy Bentham—were well in circulation 
and earned considerable weight among 
policy-makers (although Cornwallis pci- 
sonaJly seems not to have been an admirer 
of Bentham) I'he utilitarian doctrine, first, 

rejected the theory which attributed lo 


government a preponderant influence in the 
shaping of society It followed from their no¬ 
tion of the relative ineffeaualness of political 
authority that the function of government 
was simply one of paternal protection *’’ 
Consistent with their understanding of the 
laws of human nature, the utilitarians argued 
that “happiness and not liberty was the end 
of government, and happiness was promoted 
solely by the protection of the individual in 
his person and property” 

Benthamites weaved an elaborate causal 
chant' happiness was the ultimate end of 
individuals, the accumulation of wealth 
secured this happiness; the accumulation of 
wealth, howevei, rested on secure expccia 
lions, which could be achieved only through 
secure property rights; secure property nghts 
were the product of law, and the function 
of government was merely to enforce this 
law. This doci rine was, in some ways, even 
more potent than the physiocratic stance. An 
imperst'nal entity called ‘value’ was now 
equated with a very personal emotion, hap 
piiiess And capitalist society was viewed as 
marching towards a world of cvei-increasing 
aSRregalc happiness. 

'WaSTF' WltHIN COLONIAI 
DisrouRSi IN India 

Satiated with a historical understanding 
of ‘waste’, especially (a) its critical connec 
lion to ‘value’ and ’property’, and (b) its pro¬ 
gression to a moral norm, we are now suila 
bly placed lo study its representation within 
colonial discourse. 

The colonial discour.se as it unfolded in 
India (and elsewhere) had certain key facets, 
which serve as the organising points for this 
section. These facets were 

(1) A belief that there is a natural ‘order’ 
to society and nature, and that the establish¬ 
ment of thes order promotes soaal stability ^ 

(2) Tlic production of knowledge and con 
trol through ’cla.ssificalion’ 

(3) ‘Es.sentialising’ as a way of mapping 
the world. 

(4) An a.s.suriiption that society and nature 
are ‘malleable’ and, therefore, amenable to 
being shaped in a desired image. 

(.‘i) A s'on*'iclion in ‘process'. 

F-ach of these aspects of the colonial 
di.scourse informed ihe social consirucliori 
of ‘waste' in India 

Order 

V Ci K-icrnan (1969) writes that “f)rder was 
Irorn first to last Ihc imperial watchword.” 
kiernan was talking about political stabih 
However, there was belief in another kind 
ol order that guided colonial policy in 
India -this was bclicl in a natural ‘order' to 
scK’ieiy and nature It was presumed that the 
esiablishnicnl of this order would promote 
political stability in the dominion 

It IS in light ol this belie) that t ortiwallis’s 
reflections on the IVrmancnt Selllcmcnl ac 
quire significance Writing soon alter its 


enactment, he remarked that it would be of 
the. 

utmost importance for promoting the solid 
interests of Company |by restoring the) 
principal landholders and traders in the in¬ 
terior parts of the country to such cir¬ 
cumstances as to enable them to support 
their families with decency and to give a 
libera) education to their children according 
to the customs ol their respective castes and 
religions (This arrangement would 
support) a regular gradation of ranks, which 
IS nowhere more necevsary than in this coun¬ 
try (or preserving order in civil society 
Just as society was arranged into tiers 
within the colonial discourse (with gentle¬ 
man-farmers near the af>ex of the social 
hierarchy) so too was nature Some species 
were ‘superior’ and others ‘inferior''' The 
distinction was based upon the (commercial) 
productivity ol the species Thus nature was 
represented as a manufacturer, albeit a 
divine one, whose chief characteristic was its 
productivity.’* Glackcn (1967) writes that 
“(b]y the end of the eighteenth century 
the idea of man as a nuxlificr of nature |had 
been placed) in new perspective”” Lorn 
menling on the ulihtaiian view of nature 
that had come to dominate, he adds 

|li was assumed lhai| through his own 
reproduction and the rcpriKluction of usejut 
domestic species, man multiplies the quantity 
ol ccriain kinds of life .ind Ihc amount ol 
activity and movement, ennobling all li/e, 
including his own, in the process, because 
under his intelligent leadership a higher form 
III I'MMcrKc has been . rented (ni\ ilalics) ” 
This becomes a powerful notion when ex¬ 
tended to land use With prixluctivity as Ihc 
ordering criterion, it is now possible to view 
‘waste land’ as a synonym for ‘idle land’, that 
IS, land untapped - or perhaps more accu¬ 
rately —not being tapped for its commercial 
potential ” The distinction drawn here is 
important because it relays the moral con 
tent that came In be embedded in the term 
‘waste’ by the late 17th ccntuiy. It is precisely 
this moral content that gave the term its 
political significance for colonial rule 
And It IS precisely this moral element that 
distinguished the term as a symbcil ol 
modernist discourse In step with several 
other ‘rcfcrcnlial’ terms that inhabited this 
discourse, ‘waste’ was-translormed Ironi a 
cla.ssificatory device into a scKial norm, con¬ 
noting in this case, undesirable behaviour 

‘Waste land; therefore, said something not 
only about Ihe kind of land designated, but 
more insidiously, about the kind of social 
behaviour prevalent. Thus, when Cornwallis 
remarked that one-third of the C.ompany’s 
lerriiorics lay ‘waste’,’* he was opining not 
simply about land types but also about land 
use and the kind ol society (‘indolent’, ‘ef¬ 
feminate’. ‘ignorant’”) that promoted such 
land use 

The step from social interpretation to 
scx'ial transformation was easily achieved in 
t ornwallis’s mind. Evidence this assertion: 
It IS for ihc interest of the State; that the land- 
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ed property should fall into the hands of the 
most frugal and thrifty class of people, who 
will improve their lands . and thereby pro¬ 
mote the general prosperity of the country.’* 
My argument here is basically that 
colonial rule sought to establish a .social and 
physical order in Bengal that it felt was 
morally ordained and naturally given. It is 
belief in these latter elements that separated 
the modern idea of ‘waste’ from its medieval 
European counterpart (“uncultivable and 
uncultivated" land) and its Mughal counter 
fjart (“uncultivated and unmeasured” land) 

ClassificaUon 

Systems of classification are ‘performative 
blueprints' that have both ‘sense’ and 
‘reference’.” 

[T|he terms or components of classification 
derive their meaning and value from con¬ 
trastive, overlapping, and hierarchical rela¬ 
tionships within a lexical universe 
“IRIcference” mean|s] the things in the world 
out there that the terms o( classirication 
“name’’ or “designate’’ |E|ach language 
imposes a specilic form on the a priori un 
differeqtiated substance ol the content 
plane (duthur’s it.ilics) 

In India, ‘waste’ was technically part of a 
classificatory system that ordered land types 
by productivity.'" Since commercial produc¬ 
tivity was the criterion for establishing the 
lax burden of land, ‘waste land’ was tech¬ 
nically that land which did not yield tax It 
is this usage of ‘waste’ that sprinkles Baden- 
Powell’s famous three-volume iracl on the 
land systems ol India Past analyses of 
the Permanent Settlement, perhaps overly 
influenced by baden-Powell, have tailed to 
probe the representation of ‘waste’ bcvorid 
equating it with a revenue ’waste’ Ihis in 
terpretation, while valid, fails to capture the 
ideological richness and poliiical ptitcncy of 
the term It also leaves unresolved the 
anomaly of ‘lakhiraj’, ‘nankar’, ’chakran’ 
and ‘bazee jurnma' land.s, which did not pay 
revenue but which, nonetheless, were not 
classiHcd as ‘waste land.s 

There are other untcstrlved questions tori 
For instance, how could (he English know 
which lands were paying tax and which were 
not if they never actually went out and 
measured the lands? Hunter’s comment that 
the extent of waste lands was “absolutely 
unknown in any Uistnci” is a giveaway. The 
reservations of Phihp Franas and t omwallis 
to a cadastral survey of Bengal is also clearly 
recorded in historical dcx-uinents. And 
Hunter’s uncharacteristic denunciation of 
the Permanent Settlement for “giving away 
the rights of cultivators to the ‘waste’ oi 
pasturelands attached to the village com¬ 
mune”** reveals that even among the 
English Iheie was a silent distinc'lion between 
‘acceptable waste’ (lor in.stance, village 
pasturelands) and ‘unacceptable waste'*' 
This suggests that as a physical concept, 
‘waste’ was rather indiscriminately applied 
during the IVrmanent Settlement (In .south 
India, by contrast, Thomas Munro, in his 
instructions to district collectors.*'’ 


delineated at least five types of ‘waste’, in¬ 
cluding village commons, which were not to 
be assessed for tax and which were to remain 
under the common jurisdiction of villagers ) 
All this forces us to look with renewed 
scepticism at Cornwallis’s comment that 
“one-lhird of the Company’s territories lay 
waste”*’ While unquestionably an iniprcs- 
sionistk statement on Cornwallis’s part, it 
makes us wonder whether he was trying to 
make a deeper character association that 
would justify colonial rule in Bengal. Was 
he, for instance, employing ‘waste’ as a 
rhetorical device to represent not only non- 
cultivated (and non-revenue paying) land, 
but also the ‘ineptitude’ ol the native in 
habitants’’ In which case, the magnitude of 
‘waste’ (onc-third of the company’s terri¬ 
tories) would simply emphasise the eKieni 
to which Bengalis were culturally an’d 
physically inferior to the English As Lrn 
bree (1989) comments- “Magnitude [can) 
become a shorthand for expressing the 
extent ot '.ullural diffeienccs”*’' 

That C'ornwalhs actually u.scd ’waste’ as 
a I'hctoncal device lo legitimate the colonial 
project IS dilTiculi to suppvtrt through dinxi 
evidence, but it is a jjossibility worth 
heeding. Indirect evidence of a link between 
’waste’ and the character delects of Bengalis 
IS scattered ihroughoiil ihe / ijlh Report. Fot 
instance. Shore in his minute of June 18, 
1789, makes 'his telling remark 
II a review of Ihe remiiidars in Bengal were 
made, ii would he lound that very few arc 
duly qualified lot the manageniein of ilieii 
heicdilarv lands, and that, in general, Ihcv 
are ill-cducaied loi this task, ignoraiii ol ilic 
common forms ol business . inalicntivc 

ot ih"- conduct ol it irj/iei’ (t/ie 

Zjuminit!ir\[ have twen det ried as an useless, 
idle, oppreijare 'Use. praiiLsaif: even s;iecies 
of exliirtivn. or sounlenanctnf; a by their in 
a: mils and ynorsirsi Iniv iIalKs|-'' 
Similarly. James Ciiani, reviewing Ihe 
dissipaiion ol tenl m the “remindarry sil 
Rajeshahy’’ by “six lacks ol rupees” writes 
(hat “anothei channel indeed ol real detalca 
lion mighi be lound, in the natural oi lac 
titious indolence ol the inhabitants ol Mm 
dostan, which would inevitably reduce then 
operations in husbandry 

In short, one can hypothesise that in 
Bengal ‘waste' became pan ol a classili 
calorv system that sought lc> justify colonial 
control by establishing the nifenoritv ol the 
Bengalis 

Esseniwlisiny, 

’hssentiahsing’ as a way of mapping the 
world was a third and related feature of the 
colonial discourse in India. Thus, Dow 
(1770) WHS able to describe the ‘natives’ ol 
India in one word, ‘indolent''' And Orme 
(1971) wa> able lo declare ’’|C [onFirmed in 
his conlempi of a pusillanimity and an in¬ 
capacity lor resistance, suggested to him by 
their physiognomy and form, it is well if he 
(the European) recollects that the pooi In 
dian IS still a man”'^ Inflaenced perhaps bv 
these astute observations about the Indian 


native, James Grant, one of the indirect ar¬ 
chitects of the Permanent Settlement, wrote 
Taking all Ihe ground m tillage [in Bengal|. 
m Ihe course of the year, to be .J^ milhun of 
the small ryotly begas, ol winch perhaps. 
from Ihe constitutional indolence of ihe in- 
hahilanls. only one third tv in ut taal r ullivo 
lion duriny each ol Ihe three seasons, 
kheicef, rubbi, and bhaJovy, we may reckon 
lor eveiv 25 begas ol the whole, one labour 
ing farmer or ploughman, who with a family 
ot five persons, male and Icniale of all ages, 
will make lire aggregate of peasantry, in¬ 
cluding manutacluicrs lo be eight million 
foul bundled thousand, iii a total popula 
tion ol 10 million souls allowed lo the souhah 
entile Ihe gross product of the land, with 
the labour |ierformed in diflereni degrees by 
svih a hods' oj people cannot recLSonably 
be estimaled at a greater rate than 6 
rupees pci bega, amouming m all to 21 krore 
ol rupees (tnv u.iIksi ' 

tiram is on the one hand concerned with 
establishing the revenue receipts the f onipariy 
can expect from its territories in Bengal '* 
f)n the other hand, he draws a clear link bet¬ 
ween the ’indolence’ of the peasants and 
‘waste’ (’’ only one-tbird is in actual 
cultivation”) Thus, one essentialisation— 
■indolence"-btecds another ‘indolence’ 
leads to ‘waste’ t. olonial discourse, conse- 
qucnlly, become-, a system of ‘linked essen- 
tiahsalions’ that both Icgitiniaic the colonial 
project and fuel us policies 

However, the ’esseritialisalioir lhai pro¬ 
bably exerted the greates; inlluence on 
English minds was the notion of ‘Oricnial 
Despotism’ Ii was assumed thai India had 
hisloricallv been under an arbitrary and 
despotic lorni c>l goveinmenl that had 
denied lo the inhabitants iheo natiiial lights. 
Since this despotic rule "tier nut ted nc' 
freedom of initiative to the mJividual” it was 
logical ihal there could Ik no property nghis 
in the Roman (wcslernl sense'' 1 hus. 
Shore could w rite 

properly in soil, must noi be undcislsiod 
lo lOMvc-y ibc same iigivis in India, as in 
t iigland, the ditfcrciici is .ts gieai as between 
coiisiilution and aibnrarv ikiwci Nor are we 
locx[secl iiiidct a dcspoiu govemineni lived 
principles -.ii cleai detiniiKins ol tin rights 
ol the snbiei. t 

The link beiwceii 'waste' ’value’, and 'prc' 
pen v' was dcsc nbed carlici 1 tom the L tiro 
pcaii stamlpoint, it was quite deai that in 
the absence of secure property lights land 
improvenieiil would not be fonh..(>mmg In 
fact, the abven, e ol secuie lights could only 
discourage mdiisiry in ciillivation ‘ Die in¬ 
ference ‘waste', as cMdcnccd by the laigc 
expanse ol uncultivated lands, wa' the by- 
pioduc't of despotism 

I his line of icasomng was earned one slet' 
further Both James (.rant and John Shore, 
in their reviews ol land setllemcnls con¬ 
ducted in EJengal alter the leigii ol .Akbar,'" 
noted lhai the 'origmal' slandaid a.s.scssmcnl 
(‘assul’) had multiplied manifold over a 
period ol DO odd-years, thanks lo the im¬ 
position of arbilrarv taxes Cabwab’) by 
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subsequent rulers This, they then reasoned, 
was the cause behind the large number of 
‘paikasht’ (temporary) tenants to be seen in 
Bengal. Cultivators preferred to be mobile 
because that way they could traverse from 
one /amindari to the next, searching for the 
lowest rents. In the piocess. Grant and Shore 
ob,served, the ‘paikasht’ tenants left in their 
wake a trail of ‘waste’ Thus once again, 
‘waste’ was linked to despotic government 

The implication was clear: English rule 
was necessary to introduce ‘)ust government’ 
and eliminate ‘waste’ 

Muiability 

An assumption thai sruicty and nature 
were ‘malleable’ and. therefore, amenable to 
being shaped in the desired image, was the 
lourtli feature of the colonial discourse 
Laws were the tool by which the coloniser 
chiselled this image. Thus, in his minute of 
September 18. I78‘<, Cornwallis opined- 
"1 he [waste-full) habit which the zaniindars 
have fallen into has originated not in any 
constitutional imperfection in the people 
themselves, but in the fluctualiiig measures 
of government”''' By inference if the ‘‘niie 
tuating measures of government” were 
eliminated, so would ‘the habit’ Human 
behaviour, as noted earlier, was reduced lo 
a simple nialter of ‘good* administration. 

Meanwhile, the muubilitv of nature was 
underscored by the ongoing enclosure move¬ 
ment in Lngland, which, within the space 
of 60 odd years (from n.SOto I8U)|, turned 
SIX and a half million acres of “extensive 
heaths, moors, and commons” into "smalt 
regular ploLs planted to turnips ot grazed 
with sheep”'’" I he apparent ‘success’ ol !tic 
enclosure (an act of privatising pro[K-ilv) 
musi surely have innueiiceo me arctiitecis ol 
the I'crmaneni Seitlcnient to behc've ihai 
they could effect a similar large scale, -value 
adding’, tiansformation of the Bengali 
landscape"' 

The mam point again is that, aciording 
lo the colonialists, ‘wasie’ existed, botti in 
the physical and .social senses, that ii was 
deplorable, and ihai loloniai iiueivcniion 
was essential to iransfoim it info ‘value’ 

Procesi 

‘Hroccss’ wa' the fifth ano final laid ol 
the colonial discourse in India K (i ( oiling 
wood (1976) notes that society from the )7lli 
century onwards placed "the coriicption of 
proccs.s, change, [andj developmt in in tfic 
cenlre of |il.s| pictuie and recognised it as 
the fundamental categoiv of tustiirual 
thought"*’’ I inject tollingwood into ihc 
analysis because ‘process’ wa- vleailv .i kev 
feature of the earlv colonial discouisr Itii 
switch in view from natuu- txtuig es-.enlialU 
changelcss/c^chcal lo its Itemg ihangcfui 
progressive was keenly reflected in lolornal 
policies (including the Permanent Seiilc 
menl), and was linked to the belief in itic 
‘mutability’ of soi-ieiy, discussed above 

The conviction in ‘priKess’ served two mi 
ponant purpo.scs First, as a characteristic 
perceived to be pnmarilv of the west, ii serv¬ 


ed to contrast the west from its Othei, the 
Orient—which, as the writings of Alexander 
Dow, K Orme, William Jones and James 
Grant reveal—was seen as ‘stagnant’, ‘sta¬ 
tionary’, ‘static’ It was, in other word.s, 
denied a history By setting the contrast, the 
west— now as the “maker of history”—was 
able also to ju.siify the colonial project The 
colonists-and only they—could retrieve the 
Orient from its state of stagnation 

Second, belief in ‘process’ patterned 
thought into teleological trajedories Objects 
were not only represented within a hierarchy, 
but they were represented for the purpose cif 
judging how (or whether) they could be ‘im¬ 
proved’. This theme of ‘improvement’ is 
liberally sprinkled in the debates preceding 
the Permanent Settlement Cornwallis and 
Shore argued over policy not only in tciius 
of how best lo arou.se the spirit of '‘industry 
and economy” among zamindars, but also 
over how best lo improve the productivity 
of ‘then estates’ 

‘Waste’, m Its multiple hues, was therefore 
al.so a metaphor for ‘stagnant’ And as 1 have 
already slated, it provided an additional 
justification lor the v.'olonial piojecl 

C'ONt l liSION 

1 he idea ol ‘waste' is nchei, and more 
politically significaiit, than most histones of 
the I'ernianenI Settlement have indicated 
tins was the core of the essay. The concept 
ol ‘waste’ not c'lily possessed an c*cological 
dimcii.vion lliat described land types, bui 
also a moial dimension that described 
undesirable kinds ol human bchavioui I his 
pcculiai coiistiuc-iionof ’waste’ svasernbedd 
ed m the discourse of modernism that began 
sweeping aemss l-urope in the 17th century 
Particularly influential in giving ’sx-asle’ its 
dsciiptive qiialitv was me work of John 
Ixicke, who con.siructcd ‘waste’, ‘value,’ and 
‘proiverly’ in a diviiiely-csrdaiiicd liiad 

In Bengal, llie idea of ‘vxaste’ was nisliu 
mental in serving the needs of colonial rule. 
The utilitaiian view of nature that had come 
lo dominate m the west in the IKtfi century 
saw a sptvial lole foi man as ’improvci’ 

I hrough his "inlelligent leadership” he had 
the abilits to transform nature and shape “a 
higher lorm ol cxi.steine'’ Tins mcani culling 
‘wasir’ in ns broad sense. ‘‘Useless species”, 
“idle lands”, and ‘‘iiidoleni behaviour", were 
all considered forms of ‘waste’ that had to 
Ik- purged However, purging ‘waste’ deman 
ded cciiain cpialities il demanded a "spirit 
ol iiidusiry and eionoiny", it demanded 
"g.Kxf government’’, il demanded knowledge 
of iht "iialurai oidei ol tfiings”, above all, 
i! demanded I tie ability lo “make historv” 
1 liese were all ijualilies that the Fnglish saw 
Itier’isclves pievse'sing They weic also the 
^jualilies tlial tliev ...iw lacking among the 
inhabitants ot India ‘Waste’ became the 
metaphoi ihai dramatised this disparity By 
the same token, it also became a convenient 
jHihlical tool tor legitimating colonial rule 
in India I he va.-'i c.vpanse of ‘waste' in 
Bengal was lestimonv to the inability of 


Indian people to rule themselves properly: 

hence, colonial intervention was Justiried. 

Notes 

1 Quite likely Bowles ei at picked up the term 
‘waste land’ from T S Eliot’s famous poem, 

' I he Wasteland’ 
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on the desirability of social practices/ac- 
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J Although when a resiaiirani displays ihe 
sign, 'No Shirt, No Service’, ‘shirt’ does 
become a norm and does acquire political 
significance What if 1 can’t afford a ‘shin’ 
or have a religious taboo against wearing 
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4 W W Hunter, Bengal MS Records, 
I782-IH07. W H Alien. Ixvndon. 1894. p 86 
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6 Here 1 draw on Charles Pierce’s statemeni 
that “the rational purport of a word or 
other expression, lies exclusively in ils con¬ 
ceivable bearing upon the conduct of hie", 
cued in rugenc Rochberg-Halton, Meaning 
and Modernity (Univeisily of Chicago 
Press, Chicago, 1986), p 7 
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ciled in Timothy Reiss, The Discourse of 
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8 See Stanley Jcyaraja Ihmbiah, Culture, 
Thought and Social Aciion (Harvard 
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9 Peter I Berger and Ihoma.s Uickmann, The 
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10 Sec Irfan Habib, The Agrarian System of 
Mughal India (Asia Publishing House; 
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13 Ibid. 
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Mosaic of Narrative Manipulations 

Power and Production of Subjectivity in (Post) Colonial India 

IVIukefth Srivastava 

The central argument of this essay relates to the rise of a cultural interpretative community and vision of history 
as they got inextricably woven with, and enabled, the institutional and academic innovations in Bengal at the 
end of the ISth century. This crucial hegemonic move was characterised by a transition away from mere mercan¬ 
tile or despotic to a strategic and ‘benevolent' articulation of power via knowledge The intellectual disciplines 
that arose in the new colonial space were specialised ones in which the human subject was collapsed into s warming 
detail. Later, the subject was acted upon by the new disciplines to acquire the rules oj the details most naturally 
and thus to make them both docile and Junctional From these disciplines evolved a diffuse, highly elastic, ap¬ 
paratus of cultural and ideological formation in India The enunciative strengths of .such an apparatus have only 
gained new dimensions in the post colonial phase, as the anxiety to wed culture with the concept oj a nation 
has grown enormouslv in recent times. 


Di.scoursi: is not life its lime is nn' .our lime, 
111 II vou will not be reconciled to deaili, you 
may have killed god benealh ihc weight ol 
all ihal you have said, bill don't imagine that, 
with .ill that you arc saying, you’ll make a 
man Ihal will live longer than he 

-Michel houcaull, Thr,Anhf'<>li>fn of 
Knowlvdgt' 


He 'egarjs il a. his lask lo brush 

hisiory against the grain 

Waller Benjamin, lltiiminjiions 

MV airn in this paper is to analyse the rise 
and sysienialic growth of an intelleclual 
discipline in late 18th century Bengal, often 
known as oiienialism ' I his involves also 
an csamination ol the exercise ol power in 
the newly created ideological field with its 
specificity. Its !echnirj|ucs and strategies 
that c.riisltluled the early colonial subiect in 
India Put dilfercntly, 1 propose to lead a 
tew scraps ol oiientalist texts by stripping 
thciTi ol their esoteric and herineln elements, 
to trace the alfilialions of these texts with 
contemporary political, civil, and academic 
machinery 1 roin this follows a refusal of 
analysis couched in terms o! already 
ihematised domains, and a recourse lo 
analysis in tcims of the ‘genealogy' ol rela¬ 
tions of imperialist political economy, 
strategic developments ar.u socic' cultural 
discourses that come into play in the pro¬ 
duction of colonial subject Mowcvei, since 
this paper is directly concerned wuh the 
discipline of cultural history, a bricl ni'ie on 
the mode ol historical investigation and the 
last dissolving distinction between fictional 
and historical representation must precede 
the actual analysts. 

I 

The last two decades or so have spawned 
great debates over Ihc nature of histoiical 
intcrprctalioii, and history no longer remains 
the privileged hinterland of a professioii.il 
historian with ‘scientific temper' and 
‘disinterested zeal’ for hard f.icls lo inqiuic 
into what happened in the p.ist 


The iiivasi.m o( history by more imaginative 
and hitherlo less noticed areas such as 
literary iheoiy. semiotics and cultural 
criticism has led lo a shift in mode ol in¬ 
vestigation and perception from the recovery 
of past events to a detailed analysis of the 
narrative devices, images and metaphors, 
linguistic and literary codes and the logical 
and temporal sequencing which logelher 
constitute an historical event ’ 

This displ.n ernenl in the method of in- 
scstigalion now obliges a historian/critic to 
cast a suspicious glance over the very 
substance ol his subject-material the 
archives, official dcicunicnis, bureaucratic 
and adminisirativc manuals, gazelles and 
irealiscs—as the 'repositorv of facts' waiting 
to be imctp'eled in the light of iresh 
evidence Hassleri While, a professusnal 
historian, disccuitenl with (he conventional 
historical pradice jiuts it thus 

fhai language is the inslrument of tnedia- 
lion bciwm. die Lonscioiisiicss and the world 
Ihal consM iijsiiess inhabiis will not be 
nows lo liiesjry iheorisis. but il has not yei 
leached ihc historians buried in Ihc archives 
hoping, by whai they call a ‘silting of the 
fads’ Of ‘Ihc manipulation ot the data’ to 
lind the form ot the reality that will serve 
as Ihc ohjcs i cif repre.sental ion in the account 
thal they will write ‘when all Ihe tacts aie 
known’ and they have finallv got the siorv 
stiaight ‘ 

While White's privileging of literary 
theory and iangiiage as ‘Itu instrument of 
medi.tlioii’ undoubtedly open up fresh 
perspectives on the historical matciinl; to 
assign them a sovereign stalus over the con- 
vcnlional hisloty is on the other hand, not 
aliogelh.."! flee Horn running the risk ol 
the CO isolidation ol a new orthodoxy. 
I xpcrnienial forms of literary criticism, for 
instance, can be shown tc. be complicn with 
oldci 1 .pes of formal or new criticism and 
as siKli .ail function only as delicate 
itiimaliiics ol artistry adding up lo the 
csoU iic ^till ol the ‘au.onoriiy ol art’ in a 
new guise 

I wiil, liowcscr. not linger here .m nuitlers 
sii, h as il.c politics of this biaiid of criticism 


once represented ny a powcriul lobby of the 
new crilivs. now lejuvenated by the literary 
dcMinstruciioiiisis But to the extent thal the 
insiniiatioii of these ‘new’ methods into 
hiMorival material can help us appreciate 
how a hegemonu laic 18th century European 
historiography enabled ihe constiuclion of 
a single vast story whose official task was 
to put India into the stuff of standard, 
aulhciritalivc and self-congratulatory texts 
thal produced and continue lc> ptoduce till 
dale, a whole collection of efiecis of the real, 
my position can be sympathetic with 
White’s 

Once the inilul move ol pointing lo the 
slake within the discipline of history is made 
by arguing that the naturalness ol history 
IS also a corisiriiLl that conceals the position 
ol the historian as writing subject, the more 
serious task of demonstnitiiif; the politics of 
such construction/interpretation will be re¬ 
quired Ijesl I be mtsunderslood, it is 
ncccs.sary to clarify whal is meant by the 
■polincs ol micrpiciaiion’ Politics ol inter 
pietation should not be semfused with direct¬ 
ly conspiialorial political motives, political 
theory and commeniary. nariy-polilics. 
ideologies, manifestoes or political struggles 
thal have polities iiscti as an object ol in¬ 
quiry In these interpretative piactices, the 
political content i.s almost transparent, and 
IS immcdialelv identifiable The politics of 
interpretation, on Ihc oihei hand, is lar more 
dilficull to identify as it is inscribed in the 
very Jorm of the analytical or narrative 
scheme of the story which is ostensibly far¬ 
thest from direct political concerns, and is 
often carried out foi purely disinterested 
search for knowledge into thc»nalure of 
things which arc irieleyaril to politics The 
politics of suvh inierpretaiivc practices 
derives implKilly, first of all, from the 
authority thai an historian claims lor his or 
hei posiiicin vis u vis other positions by a 
careful encoding of the data inli' a Jorm 
which occludes from considcralion the scry 
act of encoding, thus imparting a subject less, 
impersonal liansparency lo the story fhe 
precise iialuie ol this lorm, theoretical, nar 
ra’isislic, oi both will be determined by how 
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the welding of the elc^lent^ ot interpretation 
and/or explanation and narration occurs. 
Suffice It to say here, leaving aside the micio- 
details ol welding'* that the political 
‘essence’ ol siuh lorms shines through the 
stories when then articulation (though often 
subtle and impciccptihlc), with the existing 
histOMcal contingencies and the power- 
relations inheren' in them, is closely 
examined However, the elferlK ol these 
‘historical' stones in itie realm ol brute 
politics is a subject far too serious to be left 
entirely to theory or methodological specula¬ 
tions In the next two sections, iherelore. I 
will make an attcmpi to re-read some ol 
these stones in the cotitcM of British im¬ 
perialism m India 

II 

The notion ol a ‘golden age’ of India, 
resplendent in her pristine, spiritual glory, 
IS only too well known to anyone with the 
least interest in Indian history. Indeed, the 
appeal of such a notion remains undiluted 
to this day But even to speak thus of ‘ap¬ 
peal’ IS to underestimate the covert, deep- 
seated and tentacular hold it continues to 
exercise on our national imagination, and 
the extent to which our present day subjec¬ 
tivities are ovetdcierniined by it. Existing 
academic scholarship in Indian history, par¬ 
ticularly III the left, has unmasked the 
political base of this concept’, but what has 
gone largely unnoticed is the emergence of 
larger interpretative schema around late 18th 
century, brought to the imperialist service 
of consolidation of the British empire in 
India. The painstaking and scholarly 
research ol the Orientalists has revealed to 
us delicately chiseled attributes of arts, 
culture, history, language and scx'ial ways of 
ancient India, leaving fai behind the 'dark 
ages’ of the medieval jieiiod Thus what in¬ 
itially begins as a dubious search into an 
amorphous mass of unrecorded chaos of 
Indian history, gets later on enshrined in the 
historical records, and books, as glorious 
feats of the ancient civilisation, even more, 
these ‘facts' gradually entci into the legal 
discourse, taking on the honouiable status 
ol law, and thus gam legitimacy and public 
currency m our knowledge-institutions It 
becomes, therefore, all the more necc.ssary 
to connect the ideological operations of 
orientalism with the post-colonial situation 
in India, where a predominantly colonial 
desiie to characterise, crsritrol and define the 
cultural space of ‘Iridianness’ finds expres¬ 
sion in multiple fiirrns, cilten m the guise of 
science, technology .md development 
Whether we consider contemporary ideas 
about providing an education that will build 
character and m so doing fashion a new 
India, and the rhetorical strategies that such 
an cxliicatioii w ill be required to call into play 
as It ledelmes the ideniilv of India and 
Indians, tu whether we scrutinise the 
poliliial gosjicl ol ‘progress' preached today 
as the Hire toi all the physiial, mental and 
moral ailments ol India, we find aspects of 


oricntaltsm still at work in the nationalist 
operations to consolidate its empire by the 
cultural commodification of India' Beneath 
many a political manifesto, educational 
policy documents and cultural festivals of 
India or youth festivals acclaimed today, 
lurks the identity of a so-called modern 
India This modern India will retain the 
essence of what are regarded the moral and 
spiritual energies of our ancient ovilisation 
while It subsumes within a scientific and 
rationalist spirit I his synthetic spirit ol 
modern India is projected not only as the 
answer to the problems c>l a beleagured 
nation, but as a torch-bearer for 
humankind.'' Swann Kanganathananda, 
one of ihe established scholars on Indian 
religions and culture, and the winner of 
Indira Gandhi \ward for National Unity, for 
instance, writes. 

the method of invesiigation in the field 
of religion is largely the same as in the 
jiosilivf sciences Collection of Jacts. their 
ilassifiiation, a dtsfmuionate siudy ol these 
so as to reveal the late or lawi underlying 
them, such knowledge leading to the control 
over the phenomena concerned, and finally. 
Ihe application oj such knowledge for the 
alleviation of human suffering and the 
enhancemcni and enrichment of human life 
t his kind ol study ot lehgion, as a thorough 
scientijic study of the fai t\ of the inner hie, 
was undertaken by the great thinkers of an 
cicnl India, the insighis which they gained 
were rc-tcsicd and amplified by a galaxy ol 
subsequent thinkers, leaving to posterity the 
invaluable legacy ol a rich and dynamic 
scientific tradition in the field of religion li 
IS because of this adamantine base that 
Indian spirituality has stood the test of time, 
that also explains its hospitality to modern 
science, and its pride in the remarkable 
achievements of this sister discipline 
developed by the mrxlern West (emphasis 
added) ’ 

What the narrative ol this passage hides 
beneath its pcrsua.sivc and rhetorical surface 
IS the spontaneous juxtaposition ol 
humanism, science and spintualily, as if they 
were artelacls of nature following each otfier 
III a natural and temporal setting First, can 
one reduce the vast, interminable and un¬ 
fathomable terrain of human life into 
ordeiablc types and a digest ol laws’’ 
Secondly, can the application of such scicn 
tific laws to ‘the inner life’ ensure the ‘allevia 
tion of human suffering’ anymore than the 
lack of It? Thirdly, is there going to be an 
Archimedean point from which a scientist 
Ol philo.sopher would amass pure facts ol 
human life, untainted by the dust falling 
from the books ot history, and unmediated 
by varied, specific cultural contexts^ The 
consequence of such juxtaposition is not 
merely an uncritical valorisation of both 
science and spiiduality in which case this 
would merely pass for an innocuous error 
of scholarship. Rather, the ‘effect’ of this 
juxtaposition lies in di.ssolving the represen 
tational form which forges an intrinsic con¬ 
nection between positive science, its free ap¬ 


plication in Ihe inner life, and alleviation of 
human suffering. Thus the discourse of 
positive science gains a legitimising authority 
which IS self-evident, hence its decisive role 
in not merely ordering and controlling 
human life from antiquity, but also in shap¬ 
ing the destiny of a nation, which is India, 
111 the days to come. 

Speaking in a tone, more seductive and 
pleasant than Ranganaihananda, Jawaharlal 
Nehru, ‘the architect of modern India' also 
asserts the inevitability ol a ‘scientific 
method’ to life supplied by the modern west, 
and embodied in ‘the spirit of the age’ But 
It will not bear fruit until India learns to syn¬ 
thesise It with her ancient spiritual culture: 
science has dominated the western world and 
everyone there pays tribute lo ii, and yet ihe 
West IS still fai from having devclojyed the 
real lemjycr of science li has still lo bring 
■he spirit and the tlesh into creative harmony 
the essential basis of Indian thought lor 
ages past, though not its later manifestations 
fils III with the scientiliv temjyer and ap¬ 
proach, as well as with internationalism 
we have therefore to liinction in line with 
the highest ideals of the age we live in 
Those ideals may be classified iindet two 
heads- humanism and the scientific spirit ** 
At bottom Nehru is also saying (hat in 
order to become a modern nation we must 
learn the scientific skills Irom the wes 
without losing our spiritual heriuge. It is im 
psyrtant to bear m mind that Ihe distinctions 
between the scientific and the unscieniifiv, 
the rational and the irrational, the material 
and the spiritual, in their general terms, arc 
those which had come lo dominate post- 
enlightenmenl rationalist, specifically 
positivist thought in Europe The spirit ot 
science, or ‘the scientific temper’ meant, 
therefore, not just a loose rationalism, but 
a rationalism ba.sed on mcthodtrlogical prin¬ 
ciples and techniques ol piactical applica¬ 
tion. buttressed h^ empirical facts or em¬ 
pirically verifiable ‘tiulhs’. My purpose in 
citing these twer examples from modern 
India was to point to what would be seen 
later as the legacy ol orientalism in our own 
times Of course, the lorm ot the late 18th 
century orientalist discourse does get 
inflected by the time it arrives in Ihe na¬ 
tionalist period, to accommodate the re 
quiremenls of the lorniation of nation-state, 
but Ihe kernel of this thought is not only re¬ 
tained, It rather gains poignancy and validity 
in modern intellectual disciplines. It is the 
revisionary impulse of a ‘scientific’ historio¬ 
graphy, and drive for facts as the data-base 
in modern sociology and anthropology that 
has allowed the ‘third world’ to emerge as 
a tacile sign in the corridors of academia 
In this supposedly academic venture, to 
know the truth about life and society, there 
IS an ongoing and heavy material and insti 
tutional investment by journalism, films, 
news photography, area studies experts, 
international funding agencies, research 
foundations and commissions. In sum, the 
neo-colonial totalising method ol investiga¬ 
tion, not infrequently allied with the na- 
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iionali.st school of histonogrphy, concen¬ 
trates Its effort in reconstituting the pro¬ 
grammatic images of its ‘others’ in the very 
process of restoring self-hood to them with 
the help of fresh data Thus the ‘third world’ 
and especially ‘the third world literature’, 
exploited no doubt, but rich with content — 
in Its heritage, cultures and civilisations— 
waits silently to be recovered, interpreted, 
curriculansed, canonised, and even radicalis¬ 
ed by the pious efforts of the modern intel 
lectual disciplines. I now turn to the tiext sec¬ 
tion to describe the emergence of a whole, 
new ideological field in late IHth century 
whose legacy in modern India we have con¬ 
sidered briefly 

Ill 

The arrival of Warren Hastings to India 
in 1772 alter the terrible famine of Bengal 
in 1709 71, which provided an additional 
source ol income I tom nee speculations, 
marked the beginning of a new era in Indo- 
British relationship News ol the famine that 
reached Ixmdon, enabled Horace Walpole 
to lake The (. ompaiiy oMicials to lask 
We have outdone ihc Spaniaids in Peru I hey 
were at leasi butchers on a ichnious piiiici 
pic, however diabolisaj iheir /eal We have 
murdered, depirsed. plundered, usurped- 
nay, whol think you of laniinc in Bengal in 
winch three niillinns pciislied being caused 
by a monopoly ol the servants ol the basi 
India tompanv’''' 

ll was against this hackgioutid in Bengal 
that Hastings came to ( alculla, entrusted 
with the political and military responsibility 
of preserving the ( onipany’s possessions 
from the inroads of French and F’ortuguese 
commercial mierest, and other Indian 
princely poweis The sinking lealurc of 
Wafpolc’s disparaging speech lo hi.s own 
soumrymen is the semantic function of ‘we’ 
It IS ‘we’ who will be compared w-iih the 
Spanish power in I’erii. and inusl Ic'd 
ashamed lo read the implicil message here 
We. the servants sit bast India C ompany, 
musi beai a moral rcspoiisihililv lot the 
death of three nuHioii pesrplc caused due to 
our iTieicaniilc zeal, and must meud our 
svays I lie tiumaluiarian lone of ttic nairalive 
Occludes from our vision the shilling bciun 
dunes of we-as sub|ccl from a loercivc 
agency to a hegemonic one 
ll IS important to remember that after the 
f ast India Company’s accession to Diwatii 
in 1765, resulting in a combination of legal, 
administrative and polil'cal powers vested in 
II, the local point of discussion among the 
.anks of the C ompany executive became, 
apart from the mode of extraction of 
surplus, Ihc co/iiolidalion of 'we' ai a 
Mtvercifin subject My representation of ihis 
act of consolidation is derived frcmi what 
the British saw themselves as doing, and put 
It into their records I his can he sfiown in 
three steps first, a diagnosis c>l ’chaos’ and 
' ompicle ‘disorder’ in contemporary admini- 
siralive and legal set up in India, and the 
urgent need to replace this situation with a 
new order’ Secondly, the impcralive to 


gain an intimate knowledge of the local 
languages, customs, iiadiiioiis and culture 
of India, to tackle the .situation ol disorder 
with ‘justness’ and ‘civility’. And lastly, since 
the knowledge of local traditions and 
customs was not easily available from the 
native himself, the British were obliged to 
commit themselves to scholarly research into 
oriental languages and Indian past, hence 
the need lor writing a new history of India 

These three steps taken together eonsiitule 
the archive ol the British scholarly 
endeavour in India, which positioned the 
Biilish as viewini; suh/ecl, and India or 
Indians as oh/eci oi ‘native informants’ In 
order lo appic"ciaU’ the material implications 
ol this endeavoui it is necessary lo discuss 
these ihice steps at some length 

I HL bROlll.lM Ol OkDl R 

According to ihf British official view, Ihc 
merchants of 1 asl In.lia t ompany in whose 
name British dotniiiioiis in India were being 
founded and governed 'seemed unprepared 
for the respiin ihililv ol govcrnoring Indi.'» 
effectively'"' 7 lu < .nnpany’s officials m 
India, under Itii wc.<k supervisicrn of the 
dircclois III 1 oridoii. were ‘atiiacicd lo the 
plunder that seemed there for Ihc taking’" 
In general, corniptio'i, oppressive tiLxalioii, 
burdensome wai-,. e,ononiic exploilalion 
characterised the st.ite ot ,ilfairs in India 
Alcxaridei Pope’s c oeplet 

Ui, the poo' liidiaa' whose unliilored rnind 

Secs Ciod in viouds or heals him in wind 

can be consideicd is a Ivpical text for the 
early British allitudc to India, tor whom it 
wt.s a strange and iiic ornpiehensible land id 
tables and magic apait (lom spice, silk, 
indigo and ihc ‘glowing gems’ ol Belinda’s 
casket f )ncc the t, uiiipanv olficials wen- let 
loose 111 this r'ch .iricl alien land, ihev eon 
verted ll into an inipocerished den oi chaos 
and misery Warren Hasling.s has lepoiled 
on the decay ol local Hade, the oppression 
ol the people and the 'cornjalctc devastation’ 
he saw in every village on a tour lo Benaras 
The recognition ol disorder reached its apex 
in the parlianienlatv mvesligalions of India 
begun about the 17R0s A committee ol the 
House ol Commons under the leadership of 
Pitt's lieutenant, Henry Duiida.s, charged the 
Fast India C ompany with grave wrongs - 
“offensive military operations, the corrupt 
inlluericc of (.ompany officials in the 
domestic and national quarrels ol Indian 
states, the Irequent violations ol trcatic'S and 
breaches ot faith, the ireculiarities ot local 
olficials, and the cniTiinal lelaxaticm ol the 
Last India ( ompany’s directions’’'' 

fhough Hastings was himscli accused ol 
spreading disordei and misir anagernent in 
the affair' of the Company and was im 
peached hv a [lailiamenlary probe commii- 
ic'c only to be acquitted laic he had sensed 
this problem ol disorder c,uitc' eariv. The 
exisiing oflicial lecord narrates the ‘bairen 
rel.iiionshii' heiween the Comjjaiiy olficials 
and ihe naiives built entire',y on commercial 
dealings loi mere 'mercantile reasons’ rhe 


major task taken up by Hastings' admini¬ 
stration was to break this mere ‘mercantile’ 
nexus between the two peoples, in order to 
create a new order Implicit within this 
•order’ are the official requirements to forge 
scKial relations, a dc^eply manipulative, even 
romantic contact with the ‘native’. The nar¬ 
rative styles of such discourses therefore 
always ihemaiise a benign, gentle contact 
between two cultures and peoples coming 
logetbci to deepen mutual appreciation and 
iiiideistanding for Ihe universal gain of 
luimaniiv The apolitical, neutral, even 
humanilaiian content of these narratives is 
dramalisc'd as much as the mystery, romance 
and fancy associated with the Indian land¬ 
scape It need hardly be repeated that 
looking lot the correctness of such represen¬ 
tations would be irrelevant. Instead, what 
one, must look carefully into arc the nar¬ 
rative dcs'ices. Ihe setting, the tone, the 
expectancies created, the simihes, metaphors 
and figures of speech, all combining into a 
pv)wcrfu! discursive armoury to create a new 
space for the con.soUdation of wc-as-subject. 
a space created by the lequircmcnts of new 
relationships, and with it a new identity. I 
quote tium Hastings’ memoirs and letters 
to give Ihc reader a sense of the urgencies 
ol the production ol a new narrative on 
India. I'ongiiicnt with the needs of the 
establishment ol one of the largest empires 
ol Ihe world Flerc is Hastings on the exccu* 
poll of justice and fair treatment to Indians; 

I licit' IS a fierccnes' in the 1 urojvean man¬ 
ners, espetiallv among the lower .son. which 
IS incompatible with the gentle temf>ei of the 
Bengalee anti gives the former such an a.scen- 
dent as is scarce supportable even without 
the addiiional weight ol authonty By the 
prinviplf ol justice Ihe inhabitanls of every 
ctnmiry aie entitled to share ol its emolu¬ 
ments, and happilv die dictates of reason and 
viund policy concur in giving this privilege 
lo people, whom as oui subjects we are 
bound JO proleci, and whose subjection is 
the best pledge for Ihc laiihtul cxcvution ol 
the trust tcjKJscd in them 
Ihc rhetorical power ol this passage is 
striking Ihc authority and ‘objectivity’ ol 
the speaking voice is almost palpable, it dcies 
not need any examination, neither does it 
have lo support by any external agency, the 
claims It is m,iking Its logic is hermeneuti¬ 
cally sell-evident and scll-legitima'tory ‘The 
f'rinciples ol |ustite‘ and ‘dictates of reason’ 
coupled with ‘sound policy’ and urge for 
‘protect’(ion) are the ingredients for the 
inetanarrativc of liberalism at its earliest 
phase in British India However, the ca.sy, 
magestic tenor of such narratives conceals 
much more than it reveals I want to cite a 
couple of more such |sas.sages bearing on Ihe 
inauguration ol gentle relationship between 
two cultures, before coming to their politico 
ihcorcncal components 

When the question ol training a system 
ol govcrriincril and law tor Bengal arose, 
Hastings was not, unlike his predecessors, 
concetned with ’abstract speculations’ regar¬ 
ding Ihc 'compaiaiive worth of eastern and 
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western institutions”'* Instead, the question 
which preoccupied him more was: “which 
system would conduce most to the happiness 
and contentment of the people?... Did not 
the Moslem rulers leave their Hindu subjects 
in pos.session of their own laws and 
customs?”'’ The least, therefore, a Chris¬ 
tian government could do was to show the 
same degree of tolerance, if not more. 

It would be a grievance to deprive the peo¬ 
ple of the protection of their own laws, but 
It would be a wanton tyranny to require their 
obedience to others of which they are wholly 
Ignorant, and of which they have no possi¬ 
ble means of acquiring knowledge'* 
Further, the ‘fact’ that Hindu law and 
custom sanctioned practices ‘repellent to 
western minds’ did not in his opinion 
invalidate his basic argument: 

Even ihe most injudicious or most fanciful 
customs winch ignorance or superstition may 
have introduced among them arc perhaps 
preferable to any which could be substituted 
III their room. They are inlcrwoven with their 
religion, and are therefore revered as of the 
highest authority They are the conditions on 
which they hold itieir place in society, they 
think them equitable, and therefore it is no 
hardship to exact iheir obedience to them. 
I am persuaded they would consider the at¬ 
tempt to free them from the effects of such 
u power as severe hardship ” 

They (Indians) are gentle, benevolent, more 
susceptible of gratitude for kindness shown 
them than prompt to vengeance for wrongs 
sustained They are .superstitious; but they 
do not think ill of us lor not behaving as they 
do. coarse as the modes of their worship are; 
Ihe precepts ol their religion are admirably 
filled lo promote Ihe peace and good order 
of society the least ther^ore that can he 
expected from the most liherat and enlighten¬ 
ed of all nations, that which providence has 
appointed the guardian ot their civil rights, 
IS lo protect their persons from wrong, and 
lo leave then religious creed lo the Being who 
has so lung endured it, and who’ll in his own 
lime reform it'" (emphasis added) 

These pa.ssages provide an important clue 
to the intrinsic connection between the call 
for working within the existing traditional 
frameworks of govcinment and the im¬ 
perialist need lor imposing a new order m 
an otherwise chaotic Indian situation. The 
overt thrust of these narratives is something 
like this 

No matter howsoever abased the customs 
of these Hindus, and repellent their religion 
to our refined and liberal minds be, the pnn- 
ciples of justice, sound policy and 
humanism, on which the British dominion 
in India is based, make it absolutely 
desirable that we function within the tradi¬ 
tional framework without huning the native 
sentiment The call for religious and social 
reform, though necessary, but when imposed 
on an alien people, will shake them beyond 
recovery, and be against the moral principles 
of Ihe British empire. On the other hand, 
the traditional mode of government would 
open up the new avenues for ‘acculturation’, 
mutually ‘constructive influences’ and a 


much greater opportunity for ‘cultural 
exchange’. 

Thus the driving force of these passages 
is derived from a set of benign, moral and 
universal principles which guarantee the 
freedom and protection of the native, in spite 
of the unequal power-relations between the 
British and Indian. And a host of historians 
over two centuries have paid their unrestrain¬ 
ed homage to this beneficial gesture of 
Hastings’ administration which opened up 
vistas of new achievements in the discovery 
of a marvellously rich cultural and linguistic 
heritage of India 

But, alas, Ihe creation of new order and 
the drive for Indianisation in the well-made 
form of our imperialist .story cracks heavily, 
once the weight of intra-formal, wordly 
forces IS brought lo it. The discursivp 
armoury of Hastings’ pronouncements men¬ 
tioned earlier assumes the .shape of an 
ideological field with amazing repetitiveness 
which has only spread further over the last 
two centuries And its rise and growth can 
make full sense when placed in the context 
of contemporary material forces, as the 
enabling ground lo initiate and sustain it. 
The materiality of this powerful ideological 
field can be gauged from understanding the 
existing equations between the mode of 
primary agricultural and industrial produc¬ 
tion, Its circulation in Ihe market resulting 
in the extraction of surplus, and the set of 
legal and administrative measures which 
regulated the land settlemeqt.s, collection of 
revenue, investments and customs duties in 
the period 1765-1800.''' 

The Fast India Company’s accession to 
Diwani in 1765 required that the Company 
should install a bureaucracy that would be 
sound enough to meet its dual function as 
traders as well as adjudicators Put different 
ly, this empowered Ihe Company to collect 
revenue at its own arbitrary rate to finance 
.Its ‘investments’ in trade, particularly m the 
local textile industries But direct involve¬ 
ment in the land question was to prove the 
most arduoas task for the Company officials 
since landed property in India was intricately 
linked with mind-boggling local variations 
in customs, tradition.s, cultures and religions 
of the Indian people Relations between pro¬ 
ducers. proprietors and the state had evolv¬ 
ed over a very long time into a bewildering 
variety of patterns with respect to the 
changes in regional structures of .socio¬ 
economic dominance and subjugation, in 
village life,'"' and it was nearly impossible 
for the British Diwani officials to function 
without gaining access to local knowledges 
about the ‘volume and value of agricultural 
produce, the rules for appropriation of the 
producer’s surplus by landlords and the 
state, the nature of land tenures and pro- 
pnetary institutions, the technicality of 
estate accounts and so on. 

Similarly in the textile industries, which 
had also acquired a complex and specialised 
structure, and evolved a hierarchy of work, 
it was essential to know in order to take full 
control of the trade, about the specific 


market, involving interrelated roles of the 
village ‘paikars’, intermediary ‘dalals’, and 
the ‘mahajans’ or moneylenders. Thus the 
points of contact between different areas of 
economic activity such as production, trade 
and credit became essential information for 
the Company officials in order to assess the 
degree of profit in each sector, and the con¬ 
sequent imposition of duties and extraction 
of surplus. 

That the British officials, including 
Hastings, were thoroughly ignorant of such 
knowledge is commonly accepted. As A 
Mervyn Davies, one of the greatest admirers 
of Hasling.s, admits- 
The complexity of the subject was, indeed, 
tremendous.’A II preconceived ideas based on 
English notions of the nature of landed pro¬ 
perly had lo be thrown into the discard, yor 
there was no such thing as ownership of land 
as the term is understood in England and 
.America . the crux of the problem that 
confronted every government. Mogul 
Emjicrors as well as the English Company, 
was how to secure to each party (Ihal is lo 
.say. the stale, the zamindar, and the cultivator 
of the soil) iis just share of Ihe produce and 
pniteclion agamsi encroachments in Us rights 
by either of the others. It could not be done 
without, first, a thorough understanding of 
the problem involved, secondly, an exact 
knowledge of the value of every estate and 
holdine: thirdly, a system of collection that 
would be efficient, and lastly, a system ol law 
and law courts Not one of these four 
essential qualities existed when Hastings 
assumed the government He, himself, 
indeed, confessed an ignorance as great as 
that of his colleagues, though before the year 
was out he was able to claim that he had 
mastered ihe intricacies of the subject^* 
(emphasis added). 

This then was the setting—the desperate 
need foi information of local knowledge, 
and the inability of Ihe British bureaucracy 
to dig this information out—which can ex¬ 
plain the British campaign for massive cen¬ 
tralisation and learmng of Indian languages, 
customs and traditions; in short their ‘regard 
for the native sentiment’, and hence decision 
10 rule within ‘indigenous frameworks of 
government’. However, the ‘skills’ required 
to dig this information out and handle it 
properly on behalf of governmental agen- 
aes or local .soaeties wvre, pnor to Hastings, 
deeply entrenched into labyrinthine ‘craft 
like structures contained within caste-like 
institutions’^’ and could not be learnt 
without active collaboration of the native ex¬ 
perts m such matters. And the ‘natives’, after 
being systematically exploited by the 
rapacity of the existing farming system 
which ruined many an ancient landed family 
under the pressure of excessive revenue de¬ 
mand, had indeed learnt the import of this 
British curiosity only too well, and in the in¬ 
itial stages, put up stiff resistance by refusing 
to divulge their expertise. 

In the British official records this act of 
resistance, against the emerging system of 
power-knowledge relations, went undoubted¬ 
ly as the deep-rooted, and characteristic 
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malignity of the Indians described variously 
as ‘the misconduct of native Hindostanny 
agentsl^^ ‘the collusive chicanery of native 
agents in withholding official intelligence 
from their new masters’*' and these peo¬ 
ple. ‘endowed with greater cunning and 
secrecy (than anyone else in their 
profession).’^ 

Here we visualise the first traces ol the 
ideological field about to be set up now by 
a keen, roving eye of power whose gaze falls 
on the wealth of knowledge of the native in 
order to codify, compare, manipulate, ab¬ 
sorb, control, define, re-order and transmit 
it in the face of the resistance put forth by 
the native. However, to the extent that 
Hastings and his admimstration were caught 
within the larger, dominating framework of 
the inevitability of the British empire, and 
the need to consolidate its position against 
what was perceived as a chaotic and highly 
undifferentiated native landscape; then ef¬ 
fort in re-in.scribing Indian history, and 
creating a so-called new order should not be 
deciphered a.s motivated by villainous inten¬ 
tions They were as much a pari ol the 
discursive formations they helped in 
creating, as were, of course, the natives who 
inteinaliscd their inasteis' discourses after 
initial resistance. This becomes clearci in the 
following pages whcie I discuss the acquisi 
tton ol oriental languages and setting up ol 
institutions of training and research lo 
recreate the past of India 


IV 

Roland Barthes in The Pleasure of the 
writes something about the percep¬ 
tion of culture which seems strikingly rcle 
vant to the Indian situation under company’s 
rule. After great upheavals in the field of 
cultural theories and criticism of our times, 
resulting in a deep scepticism of conven¬ 
tional, positivistic conceptions ol culture, it 
IS safer for many to slip back and maintain 
that culture is what we make in the act of 
living every moment. But Barthes’ point is. 

Neither culture, nor its destructibn is erotic. 

II IS ihe seam between them, the lault, the 

flaw whKh becomes so 

The realm of culture is thus always a sue of 
transition, for ever an active-struggle bet¬ 
ween the forces of preservation of the old 
order, and the energetic vehemence ol an 
order not yet born. The seductive power of 
culture thus springs neiihci from an old 
stabilising order, nor in the ambitious pro 
gnosis of what is to come, but rather from 
the ongoing confrontation between the two 
There are by now enough source-materials 
of oral histories and other documented 
evidence to suggest how the heterogeneous 
Indian traditional order put up a stiff 
resistance to the early British effort of 
homogenising and hierarchising its cultural 
past.^ Although it would be a very in¬ 
teresting and fruitful academic task to re¬ 


read the history of such struggles in the light 
of contemporary cultural politics, my pre¬ 
sent concerns cannot accommodate them 
here. I would, instead, focus my attention 
on the formation of a new, homogenised 
definition of culture as invented by an ac¬ 
tive coltaborai ion of contemporary civil, of¬ 
ficial and academic machinery In 1984, with 
the idea of establishing Asiatic Society. 
Hastings wrote 

Fvery accumiil.riioii ot knowledge, and 
cspeciallv such as obtained by social com 
rriunicalion wiih people ovei whom we 
exeicise a doiiiinioii toiinded on the light ot 
conquest, is useful to Ihe stale ii is the gain 
of liurnaniiv 

This IS an cscmplary piece ol wnting to 
demonstiatc the intrinsic power relations 
between the role of the state, the function 
of knowledge, and us dispersal lot ‘the gain 
ol humanity’ In .Mthusserian .sense, this 
statement pie-empts the concept of 
ideological state apparatuses.'" though csnly 
ironically 

As tar t.ack as in 1773, Hastings had 
already dratleJ a proposal for the establish 
iiicni ol a pioiessorship of the Persian 
language at Oxford University, and he urged 
in the proposal that ewery civil servant before 
coming to India must study Persian and 
Hindustani " Peisian was obvicrusly an im¬ 
portant language as it was the language of 
diplomacy, administration, and Ihe cr'urts 
of law In the year 179(1, Cornwallis provided 
each man holding the title of the writer 
(which was actually the lowest rank in the 
Company seivice) with an extra Rs 30 a 
month to engage a ‘Munshr who was to 
teach him Pcisian '* In 1773, therefore, 
when Hastings set up his first committee of 
revenue, 'he governor-general decided 

lo appoint lo this duly not the jcnior servants 
ot the Conip.iny but iUch as, by the 
knowledge of Pc'Siaii and Hindustani 
language, ,uid the other qualifications of 
tem|X'i and laleni, should ap)sear best Tittcd 
lo execuNf the trust " 

Hastings, spurred by such lemaiks, 
employed a coterie of linguists, translators, 
grammarians and distinguished scholars in 
other academic fields, as wc will see later, 
and founded institutions which laid down 
the mandates ol character-development and 
duty-consciousness for the officials, civil 
servants and the natives. These institutional 
sittes became the wellsprings o( a new kind 
of awareness to be disseminated aniong.st the 
rulers and the ruled. Awareness about one’s 
duly, character, responsibilities, is coupled 
with the awareness of racial characteristics, 
climatic effects, geographical divisions, 
nature a.id purpose of knowledge, history, 
etc In short the policy of institutional 
innovation became instrumental m diffus¬ 
ing the awareness of man’s purpose and 
function in the universe. The abilities of 
‘temper’ and ‘talent’ were obviously most 
significant for those who set themselves the 
task of diffusing a new xind of awareness 
amongst the natives. What is, however. 


significant for us, is to see how the entire 
civil and administrative machinery was 
structured to ‘deal’ with the existing native 
culture and language, and how the very 
generation of knowledge about India was to 
make it more amenable to British ad¬ 
ministration. Further, to solve the problem 
ol language training Hastings invited a select 
band of aides whom he personally inspired 
with a ‘love for Asian literature’ One could 
count among these Charles Wilkins, 
Nathaniel Halhed, Jonathan Duncan and 
the champion of the Orientalists William 
Jones who arrived in 1783 '* 

In 1788, Nathaniel Halhed published a 
grammat ot Ihe Bengali language which was 
considered by S K De to be one of the 
earliest, and foi some time the best, 
introductions to the ‘scientific’ study of the 
language What wa.s most striking about the 
book was the ‘method’ he developed of 
extracting Ihe ‘authentic’ language from 
Muslmi and Portuguese mlluenccs. This not 
only inspired William Carey in the same 
endeavour but led directly, or so De claims, 
lo a ‘renaissance m Bengali language and 
literatuie.’" By 1778, Charles Wilkins had 
completed a set of Bengali types and 
established the fust vernacular printing press 
in Indi^ The same year he also published 
Halhed’s grammar as the piuiieeiing work 
printed in Bengali, and in 1779, Hastings 
channelled all otficial documents in Asian 
languages through Wilkins' establishment, 
now a govci nmeni press A year later, 
Wilkins published Hickey's Gazette, the first 
F.nglish newspaper in India."’ Thus the 
years 1770 85, yvhen seen retrospectively, 
may be said lo charactci ise a lormative 
period during which the British launched a 
successful programme of appropriating and 
iran.slatirig Indian languages to deploy them 
as a crucial instrumcnl in the production of 
native subjectivity which was the major 
requirement of then rule. Put differently, Ihe 
corpus of great texts - grammars, dic¬ 
tionaries, treatises, legal digests, histones, 
classbooks and translations about and from 
the languages of India - produced under this 
penod marks the selling up ol an ideological 
field occupied by a great variety of Indian 
and British scholars, teachers, priests, 
administrators, lawyers, bankers, merchants 
and adjudicators whose intellectual and 
academic expertise were cut to the measure 
ot the requirements of colonial rule They 
were now to become part of the olfice clerks, 
inspectors, 'munsihs', ‘darogas’, ‘lahsidars’, 
‘atnins’ and many other lunclionaries of the 
state who were to facilitate the general 
administration run by the Brnish 

The information contained in some of 
these texts was needed to assess and collect 
taxes, maintain law and order and also to 
serve as a way to identify and classify vanous 
groups along caste and protessional lines In 
fine, the vast social life of India was to be 
ordered, categorised, compared and htciar- 
chised before it could be effectively ruled. 
This IS, ol course, not lo argue that these 
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texts essentially contain information, or 
knowledge, which was and will remain, 
under all circumstances, a function of the 
colomal power. It cannot, but be equally per¬ 
nicious to hypostatise this set of texts and 
knowledges contained in them, as if they 
cannot be studied and interpieted oui.side the 
binary opposition of 'they' and ‘us’ Instead 
of arrogating a conspiracy theory to the pro 
ducers of such texts, it would be desirable 
to ask. Who does the speaking in such texts; 
what are the issues to be discussed and 
debated and how do they enter the discourse 
of legal, academic and administrative pro¬ 
fessions; what are the institutions which 
prompt people to speak in a certain way and 
distribute the things that are said, and finally 
what were the effects of power generated by 
what was said? 

The central concern, then, is not to deter¬ 
mine the objective ‘fact’ or ‘content’ of these 
texts and transfix them with colonial rule for 
once and all, but rather to map the co¬ 
ordinates of an ideological field whose enun- 
ciativc potency and disseminative power 
extend ultimately, in the tine capillaries of 
social exchange—in the family, leaching and 
learning institutes, publishing and printing 
houses, administrative and bureaucratic pro¬ 
cedures, cultural priorities, even in the very 
deep, personal world ol seU-identity—loo 
far beyond the reaches of a single political 
group or organisation whom we might iden¬ 
tify as our central enemy 
Thus considered, by 1784 the ideological 
field was beginning to set in alieady when 
Hastings laid the foundation of the Asiatic 
Society of Bengal, and prepared a climate 
for the civil servants to lie conscious ol then 
‘professional and public responsibilities’, and 
had generated active curiosity among them 
for the rich heritage of the Indian civilisa¬ 
tion Hastings’ basic convention became the 
credo ol the orientalisi movement As Kopf 
puts It. 

To rule cllectively one must love India, lo k'sr 
India, one must cominunicaic with liei peo 
pic, one must learn hei language 
To further explicate the lunclion ol the 
‘Orientalist Credo’ G R tileig, a coniein 
porary British historian wioie 

1 he Oncnialisi Credo lealls lepresemed the 
reverse side of a ncn philosophy ol sultural 
encounter In his cultural policy. Hastings, 
aimed, not only at prtxluctng an acculturated 
class of English civil servani, but at providing 
the means by winch Indianc mi/ihi rvviiaUie 
their own culture He cncouugcd bodies 
of learned pundits lo .settle in ('alcutta, and 
supported them while they iraiislaied out ol 
the Sanskrit into more acceptable dialects, 
the poems and mythological and inoial 
treatises <sl their native land Hr founded col 
lege for the instruction ol native youths in 
the laws and usage of then own country He 
held out inducements to the study by the 
natives of English I iteiature and I nglish 
Science, Hr laboured, in short, to promote 
not only the political, but the moral and 
rational improvenwni ol tlie pioviiices 

(emphasis added) 


This effort of the Hastings’ administra¬ 
tion at the ‘moral’ and ‘rational’ besides the 
political improvement of the native has been 
lauded unequivocably by the historians of 
all generations. To quote a few: “Behind the 
expediencies of his (Hastings’) policy lay a 
fund ol understanding of and benevolence 
toward the Indian masses”’* “He loved the 
people ol India and respected them to a 
degree, no other British ruler has ever 
equalled and “his name became a 
legend, passing into folklore, his exploits 
celebrated in popular verse.”*' 


V 


Cognate wKli such historical generalisa 
lions about ‘public and professional respon 
sibilitics’ and their successful and admirable 
discharge bv the Hastings’ administration is 
the discovery ol ‘the Ciolden Age of India’. 
However, the structuring of this discovery 
IS not solely governed by a direct British 
interest in India, (though it may well be the 
most important cause) and can also be seen 
in a widci perspective, as a by product ol 
the typical I8lh century Euiopean anxiety 
about the meaning and interpretation of the 
historical laws ol the world. 1 his venture 
that set out to di.scover a Golden Age may- 
well be a part of what is generally called the 
‘neo-romantic’ period of Europe, beginning 
trom the late 18th century Voltaire, in 
I rancc, was one of the founding fathers of 
the new movement, ‘a real cosmopolitan’, 
and ’a subversive anthropologistI his 
view of Volidiie as representative of an age 
that combined an outgoing universalism 
with an appreciation for particularist diver¬ 
sity holds a concept similar to the di.scovcry 
of IheXioldcn-Age’ brand of scholarship in 
India I quote to illustrate Ihc core ol 
Voltaire’s anthropolilical altitude 

)l follows from Ihc survey ol history that 
cvervthing which pertains mumatelv lo 
human naluic is much the same from one 
end ol the world lo the other, that everything 
which depends on custom is dilfcrenl, and 
It IS mere chance if (here is any resemblance 
1 he empire of ciisloni is indeed much larger 
than that ol naluic. It extends over manners, 
over all usage, ii spreads variety ovci the 
universal scene Nature spicads unity, it 
establishes everywhere a small number of 
invariable principles thus the foundation is 
everywhere the .same, and culture produces 
diverse fruits'*' 

I his concept ol unitv and diversity, of pro¬ 
cess and pattern which was based entirely 
on a ‘naturalist’ assumption that the task of 
history was to reflect or mirror human 
nature, led to a commonly held belief in 18th 
century .schoiaiship, vi/, man, though 
culturally different is basically the same 
everywhere, and this made Voltaire, ‘pave the 
way lor a history ol civilisations’** and also 
to feel a deep and lively interest in its 
‘classical foi m’ ‘‘Whoevei thinks, or 
tx)sses.scs taste”, wrcite Voltaire, “only counts 


four centuries in the history of the world!’*’ 
The four ages were all classical or neo¬ 
classical: Greece, Augustan Rome, 
Renaissance Italy, and the age of Louis XIV. 
Tb the men of Enlightenment, therefore, the 
history of civilisations did not show uninter¬ 
rupted progress towards an utopia, but was 
on the contrary, cyclic in its discontinuous 
movement from greatness to decline. 

This conception of a cyclic movement of 
civilisations-and history from greatness to 
fall, takes us to another so-called classic of 
that age: The Decline and Fall of the Roman 
Empire by Gibbon Written between 1776 
and 1788, the book sought to express a 
Greek sense of tragedy while comparing our 
present state of fall with a remote age of an¬ 
tiquity Referring to Gibbon’s philosophy of 
history, Christopher Dawson pointed out: 
Every man and every stale have their hour, 
and though genius and virtue could realise 
the possibilities of that happy moment, they 
could not preserve it or make the wheel of 
fortune lo stand still **’ 

It was this conception' of ‘universal’ 
elements of history of the wof Id which paved 
the way foi the mis.sionary zeal of British 
orientalists, who employed this theory of 
history and civilisation to reconstruct for the 
Indians^a sense of their glorious past For 
Hastings, as for a Voltaire, or later a Max 
Muller. India had a mission and a specific 
role to play as against an European or 
Westein role The assignments of this ‘role’ 
arises obviously out of the ‘new’ knowledge 
produced about the Indian past and hence 
the image ol India \'t\ a vi.s the West, lo 
demonstiale how this assumption holds a 
strong sway over the minds of Indians, it 
would be appropriate lo consider a few 
discourses ol the Indian nationalists ol late 
IVlh ceiitiiiy However, for brevity of space, 
1 will illustrate only one example from the 
text ol Vivekananda, one ol the staunchest 
Hindu nationalists ol Bengal whose 
influence over popular imagination cif India 
has remained indelible to date and whose 
discourses I have analysed in detail 
elsewhere*’ lor Vivekananda 

Each nation, like each individual, has one 
theme in this life which is its centre, the pnn- 
cipal note around which every other note 
cciincs to lorm Ihc harmony. If any one na 
lion attempts to throw oft its national 
vitality, the direction which has become its 
own through the transmission of the cen¬ 
turies, that nation dies In one nation 
political power is its vitality, as in England 
Artistic life in another, and .so on In India 
religious life forms the centre, the key-note 
of the whole music of the national life And 
therefore, if you succeed in the attempt to 
throw off your religion and take up either 
politics or society, the result will be that you 
will become extinct Social reform and 
politics have lo be preached through the 
viialily of your religion Every man has 
to make his own choice; so has every nation. 
We made our choice years ago. ** 

I his mechanism of tcxtualising reality was 
aided by objectifying, classifying, codifying 
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comparing and rationalising the modes of 
behaviour and culture of different societies 
to establish relative ‘facts’ about them. In 
this way we saw that what gavi. India its 
identity, its intelligibility, and nnally, even 
its mission for humanity was the result of 
a scries of knowledgeable manipulations by 
which India was identified by the West. As 
a result of the production of this new 
‘kno'ivledge’, India and the Indian were now 
to be depicted in the vein of Said: 
as something one judges, (as in a court of 
law) something one studies and describes (as 
in a curriculum), something one illustrates 
(as in a zoological manual) 

The point is that such knowledge about 
India (which helped Vivekananda determine 
India’s ‘role’ in the universe of discourse, as 
its ‘pnncipai note' or ‘theme’) recreated India 
and an Indian who was rendered empirical, 
anatomical, and produced in select, 
manageable parts as the animals in a zoo, 
or plants in a botanical garden are Remov¬ 
ed from their original habitats and their 
history, they are only to be placed for show, 
given over in their anxiety to the observer’s 
vision. In its initial form this vision of the 
past was no nostalgia as it immediately 
meant action that would propel the coun¬ 
try towards the future—a future with all the 
contents of the glorious past plus other 
qualifications By explaining our literary, 
scientific and arttstic tradjtions of the oast, 
the orientalists took up the task of making 
the ‘natives’ aware of the ‘purity’ of their’ 
‘origins’, ‘rationalism’, spirit of ‘classicism’ 
and ‘taste’. C 1. Becker has brought this out 
quite clearly in his book. 

The intellectual elite that had clustered about 
Hastings aftei 1770s was ‘classicist' rathei 
than ‘progressive’ in then historical outlook, 
cosmopolitan rather than nationalist in their 
view of other cultures, and ‘lauonalist’ rather 
than ‘romantic’ in their quest for those con 
slant and universal prmaplcs that express the 
unity of human nature 
In his first presidential address to the 
Asiatic Society, Wilham .tones stated that his 
inquiry into the hcslory, civil and natural, 
the antiquities, arts, sciences and literature 
of Asia ‘was a means to the end of discover¬ 
ing ‘truths’ about man and Nature’.'' Asian 
knowledge would add a new dimension to 
the understanding of human learning, or 
knowledge, which was lor Jones, ‘the true 
concern gf the Asiatic Society’ and which 
he divided into three parts: history, science 
and art. He thus lePs uS' 

The first (history) comprehends either an ?c 
count of natural productions, or ihe genuine 
records of empires and stales, the second 
(science) embraces the whole circle of pure 
and mixed mathematics, together with ethics 
and law, as far as they depend on reasoning 
faculty and the third (an) includes all ihe 
beauties of imagery and the chorus of inven¬ 
tion, displayed m modulated language, or 
represented by colour, figure or sound 

This art of historical interpretation which 
bears and determines us has relations of 
power, not relations of meaning. It has ap¬ 


propriated the power to represent India, to 
translate and explain her thoughts and acts, 
not only to Europeans and Americans, but 
also to the Indians themselves. Once the 
special knowledge of the Hastings’ ad¬ 
ministration enabled the British to gain trade 
concessions, conquer, colonise, judge and 
punish. Now, it empowers the new 'avatars’ 
of orientalists in the guise of area-studies 
specialists, executives, scientists and profes¬ 
sionals who work alongside them in the 
academy, and business, to furnish their 
expert knowledge for the ‘growth’ and 
‘modernisation’ ot the .so-called ‘third 
world'. 

There seem to be, however, two modes of 
dissemination hy which ‘renaissance’ in 
India was enshrined and sustained. One was 
the disseminaiive capacities of modern 
learrung. its diffusive apparatus m the learn 
ed professions, the educational centres, the 
professional societies, the publishing and 
pnnting ventures, the geographical organisa 
tion.s etc. All ihe$c were consolidated ano 
organised into the reputed, objective auihon 
ty of the pioneering scholars, translators 
travellers and a.'tisis, whose cumulative vi¬ 
sion had shaped the India of their dream, 
the doctrinal oi doxological manifestation 
of such an India is what 1 would prefer to 
call the ‘field’ cicated out of the oriental 
experience ol dealing with India 

What is actually amazing is the tremen¬ 
dous enunciative potency of this ‘field’, a 
potency which not only continues to be un¬ 
challenged up t(' this day but is, on the other 
hand, constantly gaming strength with time, 

I will rather hold the extreme view thal no 
one wishing to make a statement about India 
can afford to neglect this enunciative capa¬ 
city; has in fad little choice outside it. One 
may eilhei support us theory, ot violently 
react against ii And while reacting violently 
against it he or she more easily succumbs 
to It." t he venture ol the orientalists, like 
the enunciative capacities, and the discourses 
they enabled, is. therefore, nt>l only conser¬ 
vative but also repetitive. Transmitted from 
one generation to another, it has now 
become as much a part of Indian culture as 
thal of India’s lesponsc to othei cultures. No 
wonder it has survived the frecilom-strugglc, 
various lorms of local and regional 
resistances, and dilferent forms of soaal and 
political struggles against a highly centralis¬ 
ed form ot government of India 

The second method by which the ‘held’ 
delivered India to Britain was the result of 
a systematic specialisation in academics 
Over many long years, the Europeans and 
esen other Asian travellers and scholars had 
spoken about India—but the 18th century 
British-orientalist in India was an expert, like 
a Flaubert or (iibbon, whose prime concern 
(for Hastings his ‘public and profe.ssioiial 
respons biliiies’) was to interpret India and 
the Indian cu ilisalion not only to the West, 
but mon; importantly, to its own people who 
had supposedly become oblivious of it after 
a/all. The ta.sk of interpretation was extend¬ 
ed to Its people, languages, habits of think¬ 


ing and behaviour, customs, cultures, tradi¬ 
tions; Its religions, dynasties, its virtues of 
the past and its faded, abased present, its 
unscientific instinctive passion, and its 
sexual promise. 

One recalls here the ventures of Voltaire, 
Gibbon, Flaubert, Schiegel, Novalis, Renan, 
Bouvard, Burton, Silvestre de Sacy, 
Chateaubriand and others in the Arab 
world, as portrayed by Edward Said. The 
relation between the interpreter and the in- 
erpreted remains, for Said, essentially 
hermeneutical’ 

Standing before a distant, barely intelli^- 
blc civilisation or cultural monument, the 
orientalist scholar reduced the obscurity by 
translating, sympalhelically portraying, 
inwardly grasping the hard-to-reach ob- 
icct Yet Ihe orientalist remained outside 
Ihe Orient, which however much it was made 
to appear intelligible, remained beyond the 
Occidcnl I his cultural, temporal, and 
geographical distance was expressed in 
metaphors of depth, secrecy and sexual pro¬ 
mise phrases like “the veils of an Eastern 
bride", or “the inserulablt Orient” passed 
into the common language 
What one cannot tnis,s here is the fact that 
Hastings, Jones. Colcbrooke. Duncan. 
W'llliam Carey or Max Muller were the pro¬ 
ducts gl a well-nigh similar politico- 
epislemological world, and while one must 
preserve individual differences while analys¬ 
ing their venture in the Indian .setting, the 
common romantic outline of their oriental 
venture, of the revitalisation of other 
cultures, and the power-strategies inherent 
111 such a venture become too common to 
escape the above theoretical generalisation. 

William Jones, it becomes clear to us now, 
stands out as the first man (expert) to tell 
us that India’s golden period as a culture lay 
III a remote, unchariered period in world 
history. I his was further confirmed by his 
affirmation in the same discourse about the 
remarkable discovery of a common source 
of the languages o( the Indo-European 
peoples 

The Sanskrit language, whatever be its anti¬ 
quity, IS of a wonderful structure, more 
perfect than the Greek, more copious than 
the laiin. and more exquisitely refined than 
either, yet bearing to both of them a stronger 
affinity both in the roots of verbs and in the 
form ot grammar, than could possibly have 
produced by accident there is a simitar 
reason, though noi quite so forcible, for sup¬ 
posing that both the Gothic and the Celtic, 
■ hough blended wnh a very different idiom, 
had the same origin with ihe Sanskrit, and 
Ihe old Persian might be added to Ihe same 
family 

Not surprisingly, Jones reacted to Indian 
philosophy and Vedanta in particular, m the 
same way. It was inconceivable for him 
lo read the Vedanta or many fine composi¬ 
tions in illustration of it, without believing 
that Pythagoras and Plato derived their 
sublime Iheones from the same fountain with 
the sages of India.^ 

For Jones, the six schools of Indian 
philosophy, the laws of Manu, the religious 
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myths and symbols, and the varied sculp¬ 
tural and the architectural remains testified 

• 

to a people with a fertile and inventive 
genius; “How degenerate and abased so ever 
the Hindus may now apoear;’ argued Jones, 
“that in some early age they were splendid 
in arts and arms, happy in government, wise 
in legislation, and eminent in various 
knowledge . seemed ‘certain’ to him. 
Obviously, this onenulist rediscovery of the 
Golden Age of India implied not only the 
present abased and wretched predicament of 
the ‘Hindus’, (The use of ‘Hindus' betrays 
a callous indifference to the diversity and 
richness of the texture of the Indian society) 
which the orientalists affirmed in a chorus 
and from which they came to redeem 
Indians, but also a drive towards the ac- 
tualisation of that glonous past in the future 
of Indian history (since the laws of history 
follow a cyclic pattern) by strictly adhering 
to the ‘laws' and 'truths’ of man, nature, 
society and history, which the orientalists ex¬ 
tracted for us by great labour and 
scholarship. 

H T Colebrookc, anothet specialist of the 
‘Orientalist’ school advanced Jones thesis 
rather more meticulously. Max Muller, who 
admired Colebrookc more than Jones behev- 
ed that 

few scholars were able to go hevond 
Colebrookc Had he lived in Cicmian), we 
should long ago have seen his staliie in his 
native place, his name written m letters of 
gold on the walls of academies, we should 
have heard of Colebrinike lubilees and 
Colebrookc Scholarship '* 

If “Sir William explored a few fields”, wrote 
Muller, “Colebrookc tackled the really dil- 
ficult works, the grammatical treatises and 
the commentaries, the philosophic systems, 
and before all, the immense literature of the 
Vedic period”"’ In his treatment of history 
Colebrookc did not prove himself less im¬ 
aginative than a Voltaire, or a Gibbon, or 
a Jones. He said before the Royal .Asiatic 
Society 

1 do not refer merely to the succession of 
political struggles, national conflicts, and 
war-like achievements; but rather to less con 
spicuous, yet more important occurrences, 
which directly concern tlie structure of .socie¬ 
ty. the civil institutions of nations Their 
internal, more than their external relations, 
and the yet less, prominent, but more 
momentous events which affecl society 
universally, and advanced it in the scale ot 
civilised life. The west owes a debt of 
gratitude to the civilisations of Asm for their 
contributions in Arts and Sciences, civilisa¬ 
tion had Its origins m Asia,**’ (emphasis 
added) 

But now whereas West was making fast pro¬ 
gress towards a new civilisation, Asia was 
in a state of decline and abasement The 
way to show them the path of progress. 
Colebrookc recommended, was to investigate 
the history of then cultures, with the hope 
of facilitating ameliorations of which they 
may be found su.sceptible 
Thus by concentrating his icseaich on 


Vedic India, Colebrookc churned many in¬ 
teresting facts out of the sacred scriptures 
of the past of India, and presented them as 
models of progress for the Indians. As with 
Max Muller, who continued Colebrooke’s 
work, each discovery of Vedic India was 
dramatically and metaphorically contrasted 
with the peculiarities and abasement of the 
contemporary Indian practice m the ‘Hindu’ 
society. It was, for instance, Colebrookc who 
first sought the historical origins of the 
Indian caste system and focused on the 
discrepancies between ancient textual re¬ 
quirements and actual contemporary prac¬ 
tices, and It was he who, twenty years before 
Rammohun’s tract on .sati, demonstrated on 
the basis of the ancient texts of India, that 
the voluntary immolation of the widows in 
Bengal was a departure from the authentic 
tradition It was as a result of such 
discovenes, translations and demonstrations 
that the orientalist believed; “Now Indians 
could hold up* their heads as civilised, 
cultured men. The way had been opened for 
them to regain their literature . 

We noticed in the foregoing pages the em¬ 
phasis on a particular vision of history and 
the rise of a cultural interpretative communi¬ 
ty, with the institutional innovations in 
Bengal, at the end of the 18th century. This 
shift IS characterised by a move away from 
the despotic to a strategic articulation of 
power via knowledge. The iniellectiia! 
disciplines that arose in the new colonial 
space were specialised ones in which the 
human subject was collapsed into swarming 
detail. Later, the subject was acted upon by 
the new disciplines to acquire Che rules of 
the details most naturally and thus to make 
them both docile and functional. From these 
disciplines thus evolved a diffuse admini¬ 
strative apparatus foi maintaining order and 
cultural integrity of India 

This calls for an examination ot me nature 
of power which the Hastings adminrsiration 
sought to exercise on the tndiaii.s This form 
of "power IS ncvei apparently repressive or 
inhibiting—rather its modus operandi con¬ 
sists in Its ability to create a free and new 
space of action tor its subject. It is never 
exercised by the coiilroniation of the two 
groups, but by the way in which the conduct 
of the individuals or groups might be 
directed to acquire new knowledge produc¬ 
ed by the professionals and scholars for ‘the 
gain of humaniiy'. lo govern in this sense 
IS. as Foucault puts it, “to structure the 
possible Field ol action for others!’ The rela¬ 
tionship proper lo this form of power can 
thus be located not at the site ol violence, 
conliontatiun or snuggle, but at the site ol 
a benign, close, even romantic kind ot rela¬ 
tionship which IS persuasive and whose 
teinis of dispersal are olteii internalised by 
the acting subject within himself The dif¬ 
fusion ol this kind of awareness is hardly 
visible in the clear-cut ideologies which are 
propagated by panics or the repressive 
siatc-apparat u ses 

I shall not go inio the details to show the 
similar character ot the narrative which is 


further sustained and developed by a host 
of others, many of whom were trained after 
the foundation of Fort William College on 
November 24, I8(X) at Calcutta. Many of 
these were linguists, professors, translators, 
philologists, grammarians, philosophers and 
historians. To name a few, one can think of 
Robert Chambers. Jonathan Duncan, B Niel 
Edmunstone, P Henry, John Gilchrist, 
William Hunter, S Davies and Charles 
Wilkins as a select band of adminislrators- 
cum-scholars with the classical taste and 
temper who rediscovered for the Indians ‘the 
Golden Age of India’. 

It would be, however, interesting lo look 
into the ‘direct political reasons’, affecting 
India and Britain, which laid down the foun¬ 
dation of importani civil, educational and 
the administrative institutions as a corporate 
machinery tor the production and dis¬ 
semination of the rhetoric we have hitherto 
considered 

When Marquis Wellesley prepared to set 
sail for India after he was named governor- 
general in 1797, the war was raging against 
England England was deserted by Australia, 
and nad to vacate the Mediterranean when 
pitted against a combined Dutch, French 
and Spanish fleet, and was almost attacked 
by a French expeditionary force 'operating 
in conjuhction with Irish insurgents This 
gives one an imfiortant clue (o understand 
why Wellesley was so determined to prevent 
and suppress any possible inipiort of the 
French radical thought in India with the 
French military influence. This also explains 
his absolute censorship of the (..'aleutta press. 
In fad, so absolute was Wellesley’s fear and 
hatred of the French military power that he 
was hound to think of creating a political 
and cultural atmosphere in India which 
could neutralist any possible French 
iiillucnce This further explains the founda- 
iion of Fort William College which served 
as the chief centre for the British political 
and culuiral activincs in India, against the 
Fiench expansionist campaign The abi" * 
suggested point is further borne out by the 
lollowing report ot the Minute on the foun¬ 
dation of Fort William College' 

It idiinol be denied dial during the convul¬ 
sions with which the doctrines of ihe French 
Kei'olutinn have agitated Ihe conlineiil of 
I urope, erioncous principles of the same 
dangerous tendency had reached ihe minds 
of some individuals in the civil and military 
services ol the (Company m India to fix 
and establish sound and correct principles ol 
religion and government in I heir minds at an 
early pcriixl of I heir lilc was the best security 
which could be provided for the stability of 
Ihe British power in India'’' 

The foundation of Fort William College, 
Wellesley hoped, would transform inept, 
scll-seeking servants of the East India 
Company into efficient, devoted, civil ser¬ 
vants, Fit for the task. Welleslev. however, 
discovered the inadequacies of the educated 
officials of that period who could not 
smoothly fashion out the details of 
Ha.siings’ ideologies of government. For 
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these reasons, he directed that “a college be 
founded comparable to Cambridge and 
Oxford in size and in the di versity of means 
it offered for enriching the intellect;’** 
Professorships were to be established “as 
soon as may be practicable and a regular 
course of lectures commended"*' Besides 
Arabic, Persian, and Sanskrit, six ver¬ 
naculars would be taught. These languages 
were Hindustani, Bengali, lelugu, Marathi, 
Ikmil and Kannada. Muslim law was pro¬ 
posed to be studied in depth along with 
English law, jurisprudence, and the laws 
enacted by the goveinors-gencral in coun¬ 
cil. A course on political economy was ol- 
fered along with world geography and 
history. The modern languages of Europe 
latin, Greek and English classics weie also 
j provided for along with a course in co 
operation with the Asiatic .Society ol Bengal 
The sciences were not left out of the cur¬ 
riculum C'ouiscs on natural histoiy, botany, 
chemistiy and astronomy were oflcred 
Wellesley made it clcai that “promotion in 
the civil service shall be a necessary result 
ot merit publicly appioved. at cording to the 
discipline and iristitulions of the college"'’* 
The diligent elloits ot Wellesley b(>rc 
Iruils with his 'Oxioid ol the East' in ac¬ 
tion Since It was an extension ot Hastings' 
ideologies to i u'e eltetlivcly, it was iiaiuial 
that he turned to the eailiest generations ol 
the f)rieiitalisi lor presenting Ixiridon with 
“an accomplished tad'''’’’ William farey, 
Nathaniel Halhcd and (.nlchrists were the 
illustrious products of the above plan and 
by 1805, the college not only had evolved 
into an institution where 5(l or mortf civil ser¬ 
vants were being intellectually exposed to 
India in classiooms, htil nad become the 
centre of a piogrumme of lilerarv patronage 
and linguistic rescaich More than a hundred 
works in Oriental l.'.nguages were publish 
ed bv presses largelv iinarit ed by the lOl 
lege William ( arey, ihe Seranipore mis 
sionary who wjs bo '.,; groomed to replace 
C olebrooke as Sanskiil professor at Tort 
William, was selected as the European- 
inchargc lor the proieet of translations and 
printings in collaboi.ilion with the Asiatic 
StKiety, Serampore, and the Tort William 
College In 1806, Carey chose the Ramayana 
as the first classic to be translated. In this 
way, the interaction between the College of 
Fort William, Asiatic Society and Serampiorc 
mission resulted in the systematic study of 
Hindu culture within the Bengal setting 
Considered in the light of above argu¬ 
ment, antiquity as much as modernity, 
beauty, order and harmony, which arc said 
to characterise the 'Golden Age of India' in¬ 
habited by the Aryans in the Vedic period, 
become a backdrop against which the rise 
and growth of the British colonial power, 
and later the state power over India can take 
place. I have tried to show how ..'s power 
fixes India to a point of origin whilst 
negating and concealing its historical and 
social relativity. This act of negation and 
concealment frequently takes on the forms 
^ a natural, unitary, humanistic and univer 


sally harmonious system which will be 
realised once again in future The past is thus 
reconstituted and restored to the present— 
in the theatrical and museum-likc light of 
the modern disciplines—which promises a 
truly cyclic unfolding of time 

C ()N( ILISION 

A genuine critique ol Gricnlahsm, 
Indology or anv other humanistic discipline 
dealing with otliei cultures, would not 
resolve around the question of like or dislike 
prejudice or predilection of certain peoples 
and cultures, nor can it aspire to provide a 
coriectivc to a seemingly distorted piuure 
of the existing reality. Although, emotions, 
dtlitudcs, and values are, to be sure, an im 
portani pan ol the insiiiuiional practices, 
academic discouises and relations ol 
material forces they arc iioi coterminous 
with the puxxei of the .deologieal field that 
combines them all 

It wou'd tirst cd all, sinti the pieniisc ol 
inquiry by challenging the authority of the 
form ol conventional historical narrative a 
divine 01 symholual origin of the viorv, its 
piogrcssiori along certain stages, and then 
an apocalyptic end where things, objcvls and 
events, to boitow from laikacv, “will have 
depicted ihcmscbcs” and “the fine ihai 
burns in the soul (will be) ol the cam» essen 
tial nature as the stars” 

It would also vhallengc the global, lotahs 
mg vision ol coiiveiilional inarxist hivtorio 
graphy which tends to explain the events of 
the world bv callnig forth a set of abstiaci 
principles ol economic and social develop- 
niciit m all human society .A genuine eriu 
que, on It'e oihci hand, would gain much 
by iiKoipC’fatuig in its cnlicai efioii the 
nonzomat and \ei uUn mode <>l inquiry, de 
tying natural oidcniig, vausalitv oi progres¬ 
sion based on meie consensus within a field 
of specialisation 

How'cvei, to iIk extent iny own iiilerprclive 
practice m this papci seems to he caught in 
a jxslitics ol the nxiiperation of realily, based 
on the conventional notion ol ordet and 
causality vested in Ihe ‘historical’ lorm tin 
spite ol iny efiort not to show a cot 
icspondence Ix’lweeri the Tield' and ’realitv’, 
but rather a dynamic formation of the field 
Itself), It IS d'le less to a mere theoretical slip¬ 
page in a complex aiea, than to a set ol what 
seemed like inescapable dillicullies surroun 
ding theory and inicrprclalioii. 

The first set ol difficulties arises from a 
highly volatile issue ot the 'iiteraction bet 
ween the matcriaT'institutional foiees and 
Ihe discursive formations within a particular 
historical conjuncture. To state theoreiicallv 
that the "clalioiiship between the two is com¬ 
plexly mlerlcKked and ‘reciprocal’ is one 
ihing, and lo demonslraie it in aclual prac¬ 
tice is another On Ihe olhei hand, to treat 
the history til British investment and con 
trol in India as the ‘regeneration ol dis¬ 
courses’ IS worse than a mere intellectual 
error, though some of the recent and 
scholarly etiorts of historiography are also 


caught in it Consider, lor instance, the 
following paragraph from Bernard Cohn 
writing in ihe Subaltern Studies, Vol IV: 
The argument of this essay is thal the pro¬ 
duction of these (orientalist) texts and others 
which follow them began the establishment 
of discursive (ormalioii. defined an epi- 
siemological space, crealcd a discourse 
(oiiemalisin), and had the efteci of conver¬ 
ting Indian forms of knowledge into Euro¬ 
pean objects seen as a corpus, these texts 
signal ihe invasion of an epistemological 
space occupied bv a great number of 
scholars the discursive formation was tb 
pariicipate in ihe creation and reificaiion of 
social groups with their varied interests It 
was to establish and regulaiise a discourse 
ol ddfereniiation which came lo mark the 
social ainl polilical map of 19th century 
India 

In the above statement of analysis not 
even a mention is made of those material 
forces which existed, if only tangentially, 
along with Ihe production of these texts, in¬ 
itiating a new ‘epi.siemological space’. Short 
ot making that connection, even the best 
inteiitioned and the cleverest interpretative 
practice sinks back into the murmur of mere 
piose 1 he conceptual problem here, once 
agaiii, IS the lamiliai one. initiated by orien¬ 
talism' Ihe convergence and consolidation 
ol scholarship into a single, specialised form 
ol a particular discipline 

I he second vet ot dilficiillies has to con¬ 
front directly the post-modernist clan for 
plurality of discourses, divcigq|it narrative 
techniques, dec entering ol Ihe speaking and 
leading subject, mixing of the literary and 
philosoohicai, analytic and lyrical genres, 
breaking ot temporal and chronological 
frames ol reference—all combtning tnto a 
powerful argument against a coercive cen 
(ralism ol purely positivislic/analytic tiucr- 
prctaiivc practices While these develop 
inenis generally augur well lot the practi¬ 
tioners of lustory, this also c.i tails an equally 
strong risk ol slipping into the .search for 
pluralities, and mixed, hybrid voices for their 
own sake It ‘the crisis ol all metanar- 
ralivcs.'^' as I votard has characterised our 
period, steers an hislonan-crilic to play in 
nocuous language games, selling them off 
against each other in a sea of (extuality and 
invalidating all of them, then the rnetanar- 
ralivc of such apona has lo be decenicred 
>n the first place. Finally, and this brings me 
to the last set of difficulties m my own 
imcrprelative jifaclice, a call for opening Ihe 
binary opjrosiiion between the ‘selT and ‘the 
other’, in the ideological field set up by col¬ 
onialism is undoubtedly timely and essen¬ 
tial /or a general inlerprviali ve practice But 
within the ‘field’ whose emergence and 
growth I tried to describe above, and in 
which there is a heavy economic and 
political inveslmenl lo this day. one looks 
in vain for perceptual shifts and different 
erilry-poinis Its narrative, alas, has been 
hypostatised and must be acknowledged as 
such If a modern historian<ritic makes dif¬ 
ferent uses of this material by applying new 
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methods, this hearty effort will be, of 
necessity, a ssgn of the cultural politics of 
our own ttmes. But to do that is not to alter 
what has gone before us, and has, to a great 
extent, shaped our present 

INotes 

|l acknowledge with gratitude the critical com¬ 
ments on an earlier version of this draft made 
by Susie Thani and Christine A squasciali Also 
discussions with Sudipla Kaviraj, David 
Arnold, Tejaswnii Niranjana, Vasanta 
Kannabiran, Sivaram Padikar, Vecna 
Satrughana, Rama Melkotc, Sreevatsan and 
Lalita K have contributed to my argument I 
am grateful to them all without incriminating 
them lor any of the errors remaining in this 
paper ) 

1 The term 'Orientalism' has gained popular 
currency after Edward W Said’s highly 
polemical book Orientalism (New 
York: Pantheon Books), 1978 Said’s em¬ 
phasis IS on the way this term has been 
employed by the western academic and 
institutional discourses to describe the non- 
western societies and cultures. I have found 
Said’s argument attractive and fruitful even 
though his analysis seems to be more in 
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‘Sati’ as a Religious Rite 

Parliamentary Papers on Widow Immolation, 1821-30 

Va^udha Ualinia-Liidfritz 

While ‘Hindu fundamentalism' is a handy Explanation for the recent resurfacing of the practice of ‘sati’, it 
blurs the vision and pre-empts the need for analysis of the nature of the contradictions inherent in policies in¬ 
herited from the British and of the constitutive elements of the legal discourse, which suffered no rupture after 
independence, but became in fact more opaque than before. In this conte.xt, the Parliamentary Papers on Widow 
Immolation, 1821-30 are of immense historical value not only for the evidence of the colonial denigration of Hindu- 
women and religion, but for the tensions and contradictions which they reveal, the unravelling of which has 
significance for the understanding of attitudes today. 


‘SA'I r as the practice ol widow iminolation 
came to be generally known under British 
rule, is still prevalent as isolated incident in 
India.' The case ol an 18-vear old widow 
being burnt alive with the body of her 
husband in Rajasthan in September 1987 
provoked a nation-wide discussion, as well 
as some ripples of excitement in the inter¬ 
national press The key terms ol the discus¬ 
sion, however, ‘superst it icin', 'pagan practice’, 
'coercion’, 'free decision’'' have a history 
which reaches far back into the debates 
enshrined in the Parliameniary Papers on 
Widow immotalion, 1821-30 ^-If recent 
controversies arc to be understood rather 
than taken foi granted, then these Parlia¬ 
mentary Papers can yield information 
beyond stalislics and place names, they can 
help to disclose the interpretive framework, 
the contradictions inherent in the colonial 
situation and further bequeathed to us, clan 
fying thereby some ol the pre-conditions of 
the present response. 

There had been queries from district 
magistrates in Bengal regarding the official 
attitude towards sati since the 90s of the 18th 
century’ Since 1812 the government of 
Bengaf had sought to regulate the practice 
in accordance with the Shastras, the legal 
treatises of the Hindus The practice, it was 
ascertained, was authorised by the later layv- 
givers ol the Hindus, though not enjoined 
A number of restrictions were more or less 
clearly defined' coercion was discouraged, 
extieme youth, pregnancy, states of impurity 
ensuing from the period after pregnancy, 
menstruation, the existence of infant 
children Women of the Brahman ca.ste were 
only allowed to burn with the remains ol the 
husband rather than with articles belonging 
to the deceased Otherwise women of all the 
lour ‘clean’ castes were allowed to burn 

After the veai 181.*' detailed statistics 
specifying name, age, caste of hu.sband, date 
ol immolation were maintained and at the 
end ot the year duly scrutinised and 
evaluated Strict vigilance as to the enforce¬ 
ment of the Vlindu regulations was perio¬ 
dically emphasised, but there was little 
change of policy till the rile was banned in 
1829 by William Bcntinck, governor general 
of India 

Since ISI.'i howc-ver. the stati.stics had exhi¬ 
bited a prevailing tendency to increase The 
figure for the six divisions ol Bengal for 181.^ 


was m satis, 442 for 1816. The year 1817 
recorded a total ol 707, in 1818 it rose to 839 
The years 1817 and 1818 had been cholera 
years, which could be a possible explanation 
for the rise, as well as the increa.sed vigilance 
of the law officers in a.scertaining and repor 
ting cases of sail But even though the liguies 
decrea.sed after that, they never went back 
to the original figures of 1815, whatever the 
justification for the increase 

The fact that under British adriiimsira- 
tion, the practice became more widely 
prevalent than before, was noted and discus¬ 
sed at length by British legislators arid 
officials, li IS not surprising therefore, that 
sati became the occasion for the most ex 
tensive documentation centring around 
women in the 19th century. In the first three 
decades of the century the sati issue became, 
in fact, the battle ground for confiicting 
ideologies, for violent missionary attacks on 
the nature and basis of Hindu civilisation, 
foi agitated proclamations of faith, as well 
as for legal wrangling and bureaucratic m 
sistence on detail Thus, though wotlieii are 
cc'-'rally IcK'ated in the debate, so enmeshed 
= ■■ they in a network of structuies and 
ij., es, that they often seem peripheral. In 
reconstructing the debate a century and a 
hall later it becomes imperative then, that 
we consider the conceptions and pre¬ 
conceptions which colour the documenta¬ 
tion and Its evaluation. 

I he first part ol this paper will he con¬ 
cerned with the categories within which the 
woman as a legal subject deserving .sciutiny 
becomes an object of documentation The 
Parliamealary Papers seem to call specially 
for this treatment, since it was the express 
aim of the legal discourse which constitutes 
them, to cnconipa.ss and control social reali¬ 
ty through a set ol concepts linked in a 
manner necessarily schematic 
By a regulation of 1772 Hindus and 
Muslims were to be allowed to retain their 
own religious and social practice and were 
to be administered according to their own 
legal codes, lor as Nathaniel Halhed, the 
first translator ol Ow Code of Cienloo Laws 
clearly saw “Nothing can so favourably con¬ 
duce to these two points ji e, the alfcctions 
of the natives and the stability of the ter¬ 
ritorial acquisiiionj as a well-timed tolcia- 
tion in matters ol religion, and an adoption 
of such original institutes of the country, as 


do not immediately dash with the laws and 
interests ol the conquerors’’ (1776- ix) 
Pandits and maulavis as legal cxcgctcs and 
advisors had been attached to the Supreme 
Court since 1777, to the rest of the courts, 
following the'Corriwalhs Code in 1793 
The clash between religious institutes and 
post-cniightcnmcnt principles of rationality 
which were held to be universally valid— 
thougb they were based on principles which 
served ‘the laws and interests of the con¬ 
querors—was to occasion much debate. But 
the imperial Romans whom Halhed held up 
as an example, had apparently managed to 
negotiate such difficulties (I 781. ix) It was 
imperative that stable criteria be establish¬ 
ed, for "prescribed rules’ were necessary in 
order to pronounce judgment, as William 
Jones specified in his address to the Grand 
Jury in Calcutta in 1783. ‘l,aw’ was to stand 
above the individual sense of ju.stice t Jones, 
1799: 4-5). Halhed’s compilation was held 
to be inadequate for these purpo.scs by the 
following generation Maiiu was the legen- 
daiy legislator of the Hindus and Jones set 
about translating the Institutes for the 
benefit ol his fellow judges in Calcutta 
Jones was moved, while underlining the im¬ 
portance of the code, "its austere majesty 
that sounds like the language of legislation 
and extorts a respectful awe” to admit. 

It IS system of despoti.sm and priestcraft 
both indeed lunited by law, but artfully con¬ 
spiring to give mutual support, though with 
mutual checks it is filled with idle 
superstitions, and with a .scheme of theologv 
most Obscurely figurative and consequentlv 
liable to dangerous misconception 
(I799'89, emphasis added) 

Jones juxtaposed this to the humanitarian 
practice of Puropean stKiety 

kk'hatevcr opinion in short may be formed of 
Manu'and his law, in a country happily 
enlightened by sound philosophy and the 
only true revelation, it must be remembered, 
that these laws are actually revered, as the 
word ol the Most High, by nations of great 
importance to the polilual and lommercial 
interests of Europe, ” ||799 89, emphasis 
added) 

In addition to Manu, there was a vast cor¬ 
pus of legal literature which had been com¬ 
piled through the ages and which seemed to 
defy all attempts to derive a uniform code 
valid in all parts of the snb-conttnent. ^ 
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Besides the tension between local usage and 
the code as the British attempted to standar¬ 
dise it [Cohn, 1%5), there was the dual 
nature of the authority as it existed in British 
law ,is well, that the state “uphold the 
church’s decrees, by seculai penalties” 
[Derret, 1961: 81). Since in the Indian case 
the religion in question was alien, there was 
bound to be further tension between the two 
legislating instances. 

The derivation ol a uniform code regu¬ 
lating the practice of ,sati proved to be an 
awkward task. The attempts to establish con 
sonance between ‘Shaster’ (the legal 
treatises) and ‘humanity’, the two authorities 
which were invariably juxtaposed in this 
discourse, lead to an uneasy balance. ‘Regard 
for the religious opinions of the natives’ 
(1821:64), ‘erroneously derived from the 
superstition they possess (1821 1.16), in¬ 

evitably clashed with ‘feelings of humanity’ 
(1821: 64) But since judges had no feelings, 
the sole resort was to find within the Shaster 
scope for the principles ol humanily and 
thus, practically through the back door, 
attempt to find means “to confine tho.se 
sacrifices within as narrow bounds as the 
rules permit" (1821:64) So. if on the one 
hand “the strict adherence to the ordinances 
of the Shaster” (1821 101) was advocated, the 
actual practice, in the case of sati was never 
described as oilier than “this perversion of 
humanity” (182165), “this inhuman 
castom", “present bigotry uncivilised and 
Ignorant’’ (1821 176) 

Superintendent l.wer of the laswer Pio 
Vinces could stretch this so tar as to claim 
Ihai the me was not religious at all, since 
It was not prescribcxl 16' Manu, the priinacva! 
legislator ol the Hindus It was local prac 
ticc, “sacred aulliorily is siibscqucnlly pro 
duced to enlorce the merit ol an act 
originating in the mortal feelings ol affec 
lion, grief, despair, or some other passion 
of the mind, equally incapable of affoiding 
a hope that it could be acceptable in the eyes 
of the deity .Such can never become 
religious "(1821.211). 

The dichotomy between bigotry and 
enlightened religion could only be resolved, 
as Ixird Amherst (governor-general from 
1823 to 1828) observed, by plans for 
encouraging native education, for 
The well-meant and zealous .utempis of 
Furopeans to dissuade liom and lo dis 
courage the pertormance ol the rue, would 
appear to have been almost uniformly un 
successful; and prove but too siroiigiv. ihal 
even the best informed classes of the lliiid'Ki 
population are not yei suffiticntlv ciilighieii 
ed to recognise the propriety of abolishing 
the rue (1825 7) 

British as vindk. mors anh 
E,\POlINDl;RS Ol HiNtn: 1 AW 

The British had to cope with a predica¬ 
ment which, though obviously caused bs 
their own policy of conciliating Hindu 
orthodoxy to their position ol pi'wer. had 
consequences which they could not have 
foreseen and which lead to repeated protests 
by members from their own ranks In ordci 


to effectively execute Hindu law regarding 
sati, they had necessarily to become ex¬ 
ponents of It where it was not yet sufficientlv 
known; seek and provide amplification 
where there were gaps or where clarification 
was called for, and finally, supervise that it 
was legally enforced by actual presence 
during the rourse of the rite and active inter 
lerence il any violation could be detected 
lord Moira (governor-general, 181.1-1823) 
most clearlv realised the impotence ol has 
ing become propoutiders of indigenous law 
in the capacity ol alien rulers powerless to 
introduce efirciive change 

We directed mu opinion to be slaisxt that ihe 
greatest c.'niiusn was legiiisileon the p.irl ol 
the officcis of mir government, in dissuading 
widows from ihc peifoimance of this 
ccremons. iii oide' to avoid the impui.iiioii 
of iiiterleiing with ihe religious opinion of 
Ihc inhabiiants, lo which Ihe governrneril of 
a htahmm prvu e could not he lutblc 
(1821 241. enipli.isis .idded) 

Yel, in e|li-ci this w.is what the Biitish policy 
makers seemed K' aspiie lo—to govern the 
country as enlightened Brahman princes 
I he Board o‘ iJirccrms in I I'ndon wriling 
to lord .Amhetst in 182.1 divlared thcmselscs 
unwilling lo parlici|rale in Ihis iite 

It IS. moreosci, wuh much rcluci.iiKC dial we 
can consent to ni.ike the Biittsh gosernineni, 
hv a specific pt rnnssnni of the suttee, an 
ostensible p.iiiv u. the vicrificc, wi are aversi 
lo the pi.uluc ol making Brilish conns 
esiKsiindcrs .Old sindnalois ol the Hindoo 
religion, when ir leads to ,icls which, not less 
as legislators ihan as ( hnstians, we 
.ibominatc IIK24 t‘ ) 

1 Ins was ohvK'usIs an cch<' o| ihe tins 
-.loiiarv stand Ihc missionaries in India as 
well as ihcn paicnl oigamsalions in Britain 
were in ihc lore front in mobilising public 
opinion against !h< rue The language in 
which they did so was vehemently critical 
and tended towards wholesale dismissal of 
the Hindu icligion as such ' It was obvious 
that they iccommeiul drasne action fhe 
( alculta Baptist pajier, Ihe Quarleily hnend 
ol India acisoialcd that if the British 
“possess disc let icmary power over the 
HmdcKi laws’, then “the helpless widow has 
a strong claim on our compassion" 
(182.1 22)" 

I hough the Parliamentary Paper', were 
ordcicd to be printed from 1821 onwards, the 
extensive dcx. u mental ion had begun in 1815 
Ihe reluins lot Ihe years 1817 and 1818 had 
shown .1 dramatic increase in the number ol 
satis Though islficials had tended to mcw 
this as due lo cholera epidemics, and the 
numbeis did devime, il was obvious howevci 
that they had increased substantially undci 
British lurisdiction Tor, the zealous 
watchmr iishiii seemed to encourage, rather 
than inhibit, and n was seldom that a case 
declared llegaI was actually prevented, since 
this olicn happened m retrospect and the 
punishmtm meted out tended tc; be cautious 
rather than cautioning.^ 

The sociologist M N Srinivas (1962) has 
ccuned the term ‘sanskritisation’ to desciibc 
the process, whereby lower castes eflcct 


upward mobility by emulating the customs 
of the higher castes, and sati would seem to 
be a case in point.* Yet it could also be seen 
as a case of inverse sanskritisation—norms 
imposed from above on castes and groups 
originally outside the scope of jurisdiction 
of high caste Hindu law The British tended 
lo an iimlorm, uridirfcrcniiated application 
ot the legal tcxle they had been at such pains 

10 dec ISC, a code which cast all manners of 
Hindus on the sub continent, regardless of 
actual caste customs and regional practice 
into the social mould prescribed by the 
Braliinanic tradition as they understood it 
(Colin, 1968 7) 

The Parliamentary Papers offer ample 
evidence ol ihA madverteni sanskritisation. 

1 roin ( haiidci nagore, which was in French 
possession, those wishing lo perform salt 
simply leinovcd lo British territory, as an 
indigiiaiii magistrate reported (1821:243). 

Ill 1 ai rukhabad, in the Upper Provinces, 
a sail look place, where the bewildered 
lamils had iiescr belore wiincs.sed the rite. 

11 was the insistence of the newly-bereaved 
widow which ap|)arently cvbliged them to 
carry cnil her wishes, though there was some 
pciplexits as lo Ihe appioprialc ritual pro¬ 
cedure Alter submitting a lengthy report, 
the magistrate was moved to icgister protest: 

Hill I beg lo-ohseive, wuh all deference, Ihal 
Il might be aiieiulcd with good eficcts, if 
some piiiiishnieni were awarded; and operale 
as a check M 'he growth of this barbarous 
ciisiom, which though il was at one lime 
wholls unknown in Ihese provinces, appeals 
under the Hniish govcrnmeni. lo he gaining 
I’lounds cuice more (1821 212) 

A Vandala' woman, though belonging lo 
an uir, lean' caste, was permitted to ascend 
the social scale, since Ihe local pandit allow¬ 
ed that she belonged to the fouith or 
‘slniclra’ caste So she was given permission 
lo biiiii (1825 42) 

But a woman who had lived in adultery 
was not lo be allowed lo burn, since the 
couple could not be considered legally 
mariicd T hough the saciifice was suspend¬ 
ed, the woman managed to burn Thus the 
British attempt lo lunction a.s a moral in¬ 
stance authorising correct ritual conduct 
(1K21 44) Similarly women in the Bombay 
Picsidency were to be prevented from burn¬ 
ing wuh the bones of Ihe husband, since 
Brahman women, according to Ihe shastras 
as intc'ipreicd in Bengal, were not lobe burnt 
if tunc had elapsed altc-i the death of the 
husband (1824 46) 

The ‘)ogis', a wcavci community had the 
practice of biiivmg widctws alive with the 
bodies ot then dead husbands, ihstcad of 
iinmolatiiig them As a low caste social 
section. Ihcii resistance to change had little 
political weight fhery were bretughi under 
the jurisdiction ol Hindu law , the rite was 
summarilv tciminated In its prcK'eedings of 
.lunc 4. 1818, the Nizamal Adalat tersely 
recoided' 

as the Hindoo law does nol sanction Ihe 
piaiiicc wtiKh prevails amongst the jogee 
tribe ol burying the widow alive with the 
body ol het deceased husband, the Vicc- 
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President in Council entirely concurs with the 
ni/aniul adawlut in thinking that ihc prac¬ 
tice in question should be positively and 
eniirelv interdicted It appears, however, 
to be highly objectionable that so inhuman 
a practice, without legal .sanction, should be 
continued (1821.179) 

It IS not on record whether it was forthwith 
considered permissible for the jogis to burn 
their widows instead 

All 111 all, it was question of polic 7 , 
‘politic’ and ‘impolitic’ are frequently used 
terms, the attempt to absorb the authority 
of former ruling classes, to assimilate, and 
if convenient temper and thus render un¬ 
objectionable to themselves 

A I I CpAI Sl'B,lt( I I OK Saii 

In this .section I should like to consider 
the conceptualisation of Hindu women as 
it emerges tiom this dtKumentation, and this 
in their capacity as legal subjects At this 
point, it IS important to emphasise that the 
account which follows is in no wav in 
defence of an <icl which belongs to a world 
to which there is no direct access except as 
part o( history It is dillicult. if not impos- 
■sible, to read between the lines, in order to 
provide even a speculative account of the 
social experiential reality of the ca.ses record¬ 
ed. It IS possible however, to se* hi>w the 
women were seen, without necessarily seeing 
what there was, to determine the verifiabilitv 
of the criteria applied to the women concern¬ 
ed, in order to qualify as "a legal subject for 
a suttee” (1821 .18) 

The police officers present on the scene 
were required to be notified in advance, thc-s 
were to deterniiiie and recoid the age of the 
woman—whether below the age of piiberiv 
—finally fixed at 16, wheihei pregnant oi 
not. the age of hei children, caste and name 
of the husband, but the most imporianl task 
was to ascertain whether the act sfas 
volunatry or not There were a nunibei of 
eyewitness reports, where force had been ap 
plied to prevent the woman lioiti escaping 
from the burning pile, lor it was often a 
question of fierce family honour The poini 
was stated repeatedly and with great em¬ 
phasis, as in the (ieneral HuUw ami ( in uiar 
Imiruclions to the Magtstrules and f’olur 
Offu er\ Regarding Suttees, inoniulgaied b\ 
the Ni/amat Adalal, the chief criitiiii.il court 
in the PicMdency of Bengal, in 1817 
These ordinances require lliai Ihc sacrilice 
be, in all insianccs, jicifeclls solunlais. dial 
die widow be of a conipclenl age lo |udgc 
and ctioose in a nialler of so niinh con 
sequence lo heisell .mil hci ihi)dicn. 
(1821 H7) 

The premise was dear enough 1 lieoic 
tically at least, the wcitiian was considered 
lo be an agent capable of making a free 
choice Ihc very concept ixiasioiied prolcsi 
\Miile subiiiilling the report and statcmciil 
of sails loi the year I8|S to the Ni/aniat 
Adalal. 1 Watson, fourth ludge, t aUutia 
Court ol Circuit, stated categoricalls “It* 
appears to us. that the assent ol the woman 
should be utterly void, and that the persons 
killing liei at her desire or command should. 


in the eyes of the law, be murderers” 
(1821:99). The question then, was whether 
the power of legitimate volition could be 
ascribed to Hindu women. Magistrate Bird 
of the city of Benares suggested the pro¬ 
mulgation of an additional rule to safeguard 
against the whims of women, for there had 
been three cases of illegal sati He proposed 
that they burn immediately upon receiving 
the news of the husband's death and not 
later, this m order ‘‘to put an end to a prac¬ 
tice, not at all unusual, of becoming a suttee 
many years subsequent to the husband’s 
death, in a fit of caprice or of worldly dis¬ 
appointment, after having in the first in¬ 
stance neglected lo become a suttee, a prac¬ 
tice, which I understand, is neither recognis¬ 
ed nor encouraged by the doctrines of the 
Hindoo religion” (1821.1.14). 

The most detailed paraphrase of this view 
was once again supplied by superintendent 
F.wer of Ihc Ijower Provinces. He maintained 
that there could in tact be no such thing as 
a 'voluiilary suttee’ “that is, few widows 
would ever think of sacrificing themsefves, 
unless overp&wered by force or persuasion, 
very little ol eithei is sufficient to overcome 
the physical or mental powers of the riiajori- 
IV ol Hindoo females”. Therefore, E wer 
reasoned further, “her opinion on the sub¬ 
ject can be of no weight, and whether she 
appear glad or sorry, stupid, composed or 
distracted, is no manner or prtKif ol her real 
feelings" (1821.227) It was evident that once 
It was possible to abstract the woman’s real 
feelings from her environment and upbring¬ 
ing, there could be no motivating ground lor 
the sacrifice Women were at all times 
victims ol persuasion, since in ariv case tficy 
had no direct as cess to the shastras and 
could loim no indcpendeiK opiiuoii "Now 
It IS well known that the education ol 
Hindoo fcniales, of all'ranks, precludes the 
possibility ol then h.iving of thernscTses. 
aiiv acquaintance whatever wilti the contenis 
of the shastras” (1821.228) 

l.wer had sent a questiotinaiie regarding 
the sail regulations to the scveial magistrates 
of the I owei Proviiises and while analysing 
then response, lie piopcised the following 
thesis regarding the evolution of ifie prac 
lice He was voicing a general opinion, when 
within th IS theoiy he located the woman as 
a crealuie wlu' could not be actuated by 
rcasc'ti but was moved by feeling alone, 
which was csci amenable to manipulation 
Ewer posited an ur sati. wheiebv one 
wiimari. from overpowering desertion and 
grief, voluntarily s-ommilied the hcioic act, 
■'not vs nil anv idea that such an act could 
be acceptable to the gods, or ol any bencTil 
to herself in a future esistence. but solelv 
because hei affection for the deceased made 
her regard life as a buidcn no longer to be 
borne” (1821 211) 

fills was an acceptable stand, the act ol 
Ihc woman then was no loiigei rooted in 
superstition but as motivated in an excess 
of emotion, was pan ol a world accessible 
lo enlightened thought Lsseiitially the same 
tendency was it> be observed in I urope as 
regard.s the mythological, miiaculous asfiects 
of religious life—an effort lo reduce these 


“to event.s which could be narrated in the 
common sense language of the cafe. To 
popularise, lo render plausible, to make 
credible the incredible persisted as the great 
heroic act of the age” (Manuel, 
1959:124-125). 

Now this original heroic sati according to 
Ewer, excited admiration and possible 
emulation as a nOvelty, but it would never 
have been installed as a rite, if the interested 
relatives and the Brahmans had not stepped 
in at this stage. This was also the opinion 
of E Molony. acting magistrate of Burdwan 
district, where the practice was frequent: 

It IS needless here to remark, the influence 
which education has upon the reasoning 
powers of the human mind; the total want 
of any thing like a system of education 
among the natives is also well known We 
have known, that whatever little education 
IS given to Ihc males is nevei extended lo the 
female sex, I have never met an instance of 
a Hindoo woman, of whatever rank, who 
could write even her name If, therefore, we 
find that Ihc greater proportion of the men 
are unable to give a reason foi the perlot- 
mance of the sacrifice, it is surely lair to infer 
that the women arc not belter informed on 
the subieci, and therefore it is lair lo sup 
pose that the resolution lo become suttees 
cannot proceed so much from their having 
reasoned themselves into a conviction of the 
purity ol the act itself, as from a kind ol in 
laiiijiion produced bv the absurdities poured 
into their cars by ignorant brahmins, most 
of whom, it asked, would be found unable 
to give a reason for the drKlrines which they 
inculcate (1821 215, emphasis added) 

The woman was therefore uniformly refer¬ 
red to as ‘the victim’, ‘the pcxit creature’, ‘the 
infatuated victim’ The possibility ol ever 
forming ’free, voluntary, unbiased and 
unmnueiiced' (182161) judgment was 
lorevei precluded in the ca.sc of Hindu 
women, loi as Ihc governor general in 
council, l ord Amherst himself concluded 
after studying the report and siaiemcnl for 
the year 1821 

the women aie taught from infancy lo believe 
that bv consenting tti the immolation, they 
perlorm an act, if not of imixrralive duty, at 
least one that will redrvund lo their own credit 
and raise the reputation of then fatmlies On 
the other hand, that a refusal involves the 
reproach of cowardice, or ol the want of true 
devotion to their husbands (1824.43) 

Such then was the predicament of ‘law’ 
and the ftgislaiors. Women in order to be 
legal subjects were to function autonomous¬ 
ly, but they could not in effect be free agents, 
since from birth onwards certain notions 
were inculcated in their minds It is not 
remarkable then, that no judgment is passed 
upon women, since in a way they could not 
be held responsible for their actions They 
existed, nc»t unlike savages, in a kind of pre¬ 
moral state, neither good not evil, moved by 
scK'ial instinct and feelings, defenceless, since 
reason could not be a regulating principle, 
and thus all the more exposed to corrupting 
influence. They could ultimately only be 
protected. 

Intimately connected with this vision of 
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the woman is the stereotype of the crafty 
priest. If religion as practised on the sub¬ 
continent was viewed largely as a corpus of 
superstitious beliefs—or ‘prejudices' in the 
language of the day—then it was the Brah¬ 
mans who were the fostering agents, both 
as Halhed had early remarked, as “priests 
and legislators" (I78h liv), a view common 
since its popularisation by the Deists in the 
|7th and i8th centuries; “sacerdotal plot¬ 
ters. .. themselves enveloped by the vapors 
of darkness which' they had originally 
generated” (Manuel, 1959:69). 

in the Parliamentary Papers they are 
constantly referred to as ‘hungry brahmins’, 
‘necessitous brahmins’ (1821; 227, 270). It 
is once again superintendent Fwer who ex¬ 
plicitly thematise.s the link between law¬ 
making and the execution of it, both of 
which functions are seen as being oppor¬ 
tunistically used by the Brahmans. Contem¬ 
porary Brahmans, he allows, were an ig¬ 
norant breed, unable to provide grounds for 
their dogma, but originally they had known 
better. After the first sati took place 
in a short lime the brahmins began to 
perceive, that if properly managed, suttee 
might be made a very productive source of 
emoliimeni, and the most esteemed authors 
of the age were induced to recommend it as 
a mo.si mcriioiious act, productive of good 
effects to the souls of the widow and her hus¬ 
band, and to those of the surviving members 
of their lamihes; they also prescribed forms 
and rcremonies m which the atiendance ul 
brahmins was of course indispensable (1821. 
2 . 11 ) 

William Jones had remarked that in the 
Institutes of Manu the two—despotism and 
priestcraft—though they operated as a 
system of mutual check ultimately reinforced 
each other. Half a century later one had 
practically come full-circle: the new legis¬ 
lators while ostensibly supporting the old 
laws, were to protect the woman from the 
old law-makers Thus the Ni/amat Adalat 
was urged by judge C Smith to "iniertefc 
with a vigorous hand for the protection ol 
the weak against the strong, of the simple 
against the art ful classes of its subjects 
(182.1:63). 

As the final document for the year 1825, 
an extract from the Bombay Courier is in¬ 
cluded in the Parliamentary Papers. It is the 
report of an exceptionally lucid encounter 
between an Englishman who inquires and 
describes his experience in an unburcaucratic 
language, free from legal encumbrance, and 
a young Indian woman about to perform 
sati. whose answers are clearly recorded. In 
the encounter, two wor>d», apparently 
mutually exclusive, accost each other with 
near total incomprehension It is worth 
extensive quotation 

The poor wretched woman I found sealed 
on a mat, and surrounded by about forty or 
fifty females, who all seemed to be in a state 
of perfect indifference, and were frequently 
laughing to each other she seemed to be 
in the possession of all her faculties, and gave 
distinct answers to all my questions, she 
obeyed the commandment of God, and was 
certain of everlasting happiness I endea¬ 


voured to set before her the absurdity of such 
conduct, and how much it was in variance 
with.lhe character of the Divine Being; 
and assured her, that if poverty had driven 
her to her present resolution, il she would 
only abandon it I would find her adequate 
support Alter reaioning with her for a long 
lime. I look higher ground, and.plainly told 
her she was a .sclt-muidcrer; and that, instead 
of finding happiness after death as the 
reward ol her conduct, she must be visited 
with the punishment, which a murderer 
deserves. She told me that she was not poor; 
that she had never committed any sm; that 
her heart was holy, that she had gone to God, 
and that He had ordered her to do what she 
•was about to do This last expression she ex¬ 
plained by saying, that .she had gone to the 
idol, and that it had told her to burn It im¬ 
mediately struck me, that perhaps some in¬ 
terested individual had induced hei to go to 
the temple, and had employed means to give 
hei such an answer, but on this subject I 
could obtain no information, as her answers 
were vague and unsatisfactory. 

After bathing and praying, the widow 
distributed some betel-nut and spice to tho.se 
around, who fell al her leet and did her 
reverence, as a being of superior nature She 
ascended and calmly laid herself down on the 
pile, without I he smallest assistance; and 
nothing I have ever witnessed surprised me 
more than the indilfcrcnce with which shf 
went through the whole .She was a young 
woman of perhaps about twenty-two, in the 
full vigour of health and strength. There ap¬ 
peared no symptom ol grief for her departed 
husband, and 1 should certainly have thought 
her in a stale of siupor, but for the answers 
she gave • o our questions and the composure 
.vith which she (X'lformed all the cere- 
montes. When I saw the poor deluded 
mx/ri/iv actually niourvcd the pile 1 really fell 
so agitalcd as nol to be able minutely to 
observe if she took a light along with her 
(emphasis added, 182' 212-214) 

T he lieliefs of the two could obviously not 
be subsumed updci one global category, 
religion, though each was convinced and 
rested in his ot her position The inquirer 
could nol believe that there was no m,inipU' 
lation and that the woman scented to per 
form the act voluntarily. The woman seems 
not to have giasped the implication ol the 
question. Here it needs to be emphasised 
once again that in providing the view point 
of the woman, there is no ailempi to vin¬ 
dicate the practice. But it is important to take 
note ol the naltire of the mutual incompre¬ 
hension, of the one perspective remaining 
incomprehensible in terms of the other. 
Whose was the tiue god, whose belief m the 
nature of life alter death the more lejfili- 
malc? What is the distinction between 
‘superstition’ and ‘religion’? C)n what pre¬ 
mises doe, ‘reason’ rest and when does 
‘voluntary decision’ as applied to women 
become acceptable^ How adequate are these 
categories and how do they co-relate to the 
social and religious phenomena under 
review? The analysis of the Parhainentarv 
Papers would suggest that the terms of their 
discussion cannot, without further reflection 


and modification, be applied in the con¬ 
struction of an allcrnaive view of sati. 
Perhaps it is worth the effort for us, who 
have inherited the humanistic concern of the 
Englishman, to make an attempt to redefine 
oui stand before we disqualify and condemn 
the women performing sail in terms too 
sweeping and too uncritical of their histo¬ 
rical legacy and basis. 

In the year 1829 Lord William Bcntinck, 
newly appointed governor general of India, 
passed a regulation making sati an offence 
punishable by law His justly famous njinute 
ol November 8. 1829 tackles issues which 
had long been skirted and remains note¬ 
worthy in its attempt to resolve the contra¬ 
dictions ot the colonial situation. 

He insists emphatically that “nothing has 
been yielded to feeling, but that reason, and 
reason alone, has governed this decision”, of 
abolishing "this inhuman and impious act" 
(Datia, 1988.237) He feels impelled to 
quote the icsfimony of a contemporary 
Indian in support of his claim that the rite 
was not pan of the original religion of the 
Hindus ‘‘that enlightened native Rammohun 
Roy, a warm advocate of the abolition of 
suttee, and all other sujier.vtitions and cor¬ 
ruptions, engrafted on the Hindoo religion, 
which he considers originally to have been 
a pure deism;’ (Datta, 1988 241),"’ 

With the help of icason then, these later 
engraftings arc to be removed, and religion 
cleansed ol immorality' 

“I know nothing so important to the im¬ 
provement of their future conditions, as the 
establishment ol a proper morality, whatever 
their heliel, and a more just conception of 
the will ol god. I he first step to this better 
understanding will be dissociation of reli¬ 
gious beliel and piaciice from blood and 
murder I hey will then, when no longer 
under this brutalising excitement, view with 
more calmness, acknowledged truths” (Dat¬ 
ta, 1988.249) Thus could “a loul stain upon 
British rule” be washed, and religion and 
humanity become reconciled. 

Bentinck claimed “1 write and leel as a 
Icgistatoi for the Hindoos” (249) The 
British government seemed to have—at least 
loi the time being—come to icims with Ihe 
position they had long eyed with unease, that 
ol a Btahmaii prince, albeit enlightened, 
who could confidently amend A network 
ol power relationships had emerged, 
alliances established in the last century seem¬ 
ed to have matured - the rich landed pro- 
prictois were beholden to the British for 
their position and the native army had no 
piesent cause for discontent Bentinck could 
confidently maintain ”we arc supreme” 

With this sell appointed task of protec¬ 
ting the ‘inntxeni vMim’, the British further 
took over the tuiiction not only of potent 
legislation, but -ilso ot manlv protection: 
“Were the scene ol this sad destruction of 
human life laid in the Upper instead ol the 
I ower Provinces, m the midst ot a bold and 
manly people, I might speak with less con 
lidence upon the question ol safely” (240) 
Henceloilh. the icgulalioii proclaimed- “all 
persons convicted ol aiding ,ind abetting m 
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tne sacnrici' of a Hindoo widow, by burning 
or burying her alive, whether the sacrifice 
he voluntary on her part or not, shall be 
deemed guilty of culpable homicide” (em¬ 
phasis added, 253) 

A final acknowlcdgementxxf itiai which 
had vexed legislaiors loi at least two deca¬ 
des— It really was of no consequence whether 
the sacrifice was voluntary or involuntary, 
the woman could be no other than an in¬ 
nocent victim 

At least on the surface of it, Bcntinck 
seemed to face up to the responsibility ol 
legislating for the Hindus as one actually in¬ 
volved and implicated in the system, rather 
than merely administering and supervising 
the proper observation of the Hindu legal 
code from outside and above, while at the 
same time barely countenancing it It would 
be outside the scope ol this paper to enter 
into a consideration ol his motives, political, 
evangelical, utilitarian and otherwise The 
solution he found, however- of purging the 
religion of aspects he found ‘imrnoral-- 
could also be viewed as high-handed and 
peremptory—to be expected of an alien luler 
attempting to determine the nature of reli¬ 
gious beliefs held by a subject people It is 
pos.sible that though the regulation termi¬ 
nated the widespread of the practice, the 
symbolic value of sati was inlensjried on a 
scale much determined by the policy of what 
I have for convenience labelled ‘inverse sans 
kritisation’ I'hcre is ample literary evidence, 
glorifying sati to support this, it needs 
however to be sifted dispassionately lor 
mere suppression does not terminate ‘super¬ 
stition’, It finds other modes ol expression, 
and the contradictions far liom being resolv¬ 
ed, continue to co exist. 

CoNC msitJN 

The Parliamentary lepers are to be treated 
as of immen.se historical value, not so much 
for the evidence of the coloiiical dcnigiation 
of Hindu women and religion, not lot all 
that they do not disclose about women, .is 
for the tensions and contradictions which 
they reveal, the unravelling ol ssliich ha.s sii.il 
significance loi the awarcnes.s of atliludes 
today 

1 have tried to demonstidle that the cate¬ 
gories discussed 111 this papei aie tai Iroin 
being self-explanatory, oi self jiistificaiors 
Their application to the Indian situation, 
even super-imposition, at a paiiiciilai 
historical period was part of an attempt by 
an European colonial powei to come to grips 
with an awkward task that ot ruling .in 
alien people in interests w|jicti in their turn 
could ony be alien to the people concerned 
Enlightened mistrust ol riui.il, ol super 
stitious beliel. of credulous women and cralty 
priests was otisel hv pragmatic concerns 
regarding alliances, which often meant sup¬ 
port for the very forces which reactivated 
certain strands of tradition It can hardly be 
regarded as a co-mCidcncc, that the collu¬ 
sion of these forces wiih the political struc¬ 
tures of authority meant further authorisa¬ 
tion and ramification ol the practice of sati 
1 his led to an apparent ideological contra¬ 


diction, which condemned and vilified even 
as It supported and codified Brahmamc 
tradition, which supervised the practice of 
sati while attempting ostensibly to weed it 
out in the interests of humanity, and finally 
highlighted the importance of volunlaiy im¬ 
molation, while maintaining that in effect, 
Hindu women could have no free will 

In order to avoid being caught up in these- 
contradictions, there would be need tor us 
today to emancipate ourselves from the 
categories ol post-enlightenment thought, to 
ellect a conceptual shift such as, partially 
at least, has taken place in anthropology " 
This most urgently in the matter ol 
establishing a distinction between ‘supersti¬ 
tion’ and ‘religion', without trying to lind 
global definitions, for a discourse sast in 
universal ferms would necessarily be a denial 
of the historically specific functions ol these 
terms '* What the British left compelled to 
elevate to ‘religion’ and what was discarded 
a.s ‘superstition’ needs at least be evaluated 
once again, and the beliefs ol the paitici- 
pants need to be taken into account Only 
then could there be a dialogue with those 
actually involved in the rite today, or with 
those in the past, whose teslimomcs arc 
recorded in the Purhamentan Papers, 
however inadequately 

Both Bentinck and the oflicials involved 
in the correspondence recorded in the 
Parliamentary Papers denied women the 
ability of free volition If we arc to Heal 
women, not alone as victims of llicii respec 
live belief systems, bin restore at least a 
measure of ‘subjectivity’ and autonomy to 
them, then we are compelled to consider 
seriously the amount ol legitimate authori¬ 
ty and formal recognition we accoid to 
them, to review the spheres ol piower reserved 
in ‘iradiiional’ and neoTraditional societies 
for women as well as lor men Anthro 
pological literature bears testimony to the 
complex set ol attitudes and scK'ial constella¬ 
tions, whereby a special status was reserved 
lor widows, lor the power of women, when 
It IS not contained in the benign aspects ol 
‘wife’ Ol ‘mother’ has often been regarded 
as ‘uncontamed’, as threatening and signall 
ing dangei These arc questions which 
need detailed study, in specific historic 
detail I hen it could become possible to e.x- 
plore the putative differences between the 
social stains of the widow in India and, ot- 
ficial claims noiwiihstanding, the condition 
and scKial in.security ol unattached women - 
spinsters and Widows—in I9lh century 
England ''' And this, not in order to 
establish distance from a practice to be view¬ 
ed as a malformation of some norm, which 
remains to be established, but in its specific 
social configuration, which needs to be in¬ 
vestigated rather than castigated, and this 
in spite of the awesome spectre of human 
sacrifice 

Just a.s ‘religion’ and ‘superstition’, so also 
the ‘rea.son’ and ‘feeling’ polarity as equating 
respectively with ‘culture’ and ‘nature’ as ap¬ 
plied to gender, was the prcufucl of I8lh cen¬ 
tury enlightenment thought (Bloch and 
Bloch. I980, Jordanova. 1980) These latter 


were by no means simple categories, because 
though they defined each other negatively 
as well as complementarily, each contained, 
through this very process of definition also 
a critique of the other. ‘Feeling’ was a com¬ 
plex conceptualisation of the feminine, 
developed both by the French philosophers 
of the period (Steinbrugge, 1987), as well as 
by a physiology which purported to equal¬ 
ly consider biological, psychological and 
social phenomena (Jordanova,’ I980). By the 
turn of the I9i h century there was a broad 
consensus, that women were the products of 
‘feeling’—both biologically as being, in their 
reprcxluctive function, identical with ‘nature’, 
as well as socially, by virtue of the very func¬ 
tions they were called upon to fulfil. Thus 
on the one hand, they were dependent on 
manly judgment and enterprise, since they 
lacked ‘reason’, on the other they were 
credulous, ‘‘the negative aspects of female 
naturalness”, which made them prone to 
superstition ‘‘The classic example of the 
problem was the uneducated woman under 
the thumb of her priest, who fed her a diet 
o( religious dogma, urging her to believe 
things which served his interests alone” 
(Jordanova. 1980, 51) 

In England this restrictive definition and 
corresponding socialisation was particular¬ 
ly linked to the EWangclical Christianity, and 
church and chapel remained central lo the 
aiticulation and diffusion of the beliefs and 
practices relating to (eminiiy and manliness 
(l)avidoff and Hall, 1987) This was a mode 
of thinking mainly current in middle class 
educated thinking, though popularised and 
readily accessible to all those who would be 
literate in the lexica of the lirsl half of the 
I9th ceiituiy '' It was an ideology obvious¬ 
ly closely linked to the modes ol production, 
of professional life in industrialised socie¬ 
ty. and the sphere, public and domestic 
henceforth to be regarded as proper for each 
sex, and the occupation correspondingly 
reserved for men and women The farming, 
labouring population remained largely un¬ 
affected by them, a.s also the idle rich That 
these characteristics and criteria were applied 
indiscriminately by British officials to the 
Indian situation, from the turn ol the I9th 
century onwards, in an age confident of the 
right to evaluate by its own standards, should 
offer little cause for surprise But there is ob¬ 
vious need to clarify the relationship of these 
concepts to the social reality of different sec¬ 
tions of Indian society, to the past as far as 
there is available data, and certainly anew 
to the present Perhaps some degree of cor¬ 
respondence can be established, as regards 
the restrictive function of gender- 
conceptualisation, but also these would need 
lo be identified rather than taken for 
granted 

I uriher, the political implication of the 
re-surlacing of the rite amidst popular ac¬ 
claim need to be probed. ‘Hindu fundamen¬ 
talism’ IS a handy caption, but it blurs the 
vision, for It relegates phenomena which fill 
us with uncase, to a convenient category, 
which pre-empts the need for analysis—of 
the nature of the contradictions inheient in 
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policies inherited from the British, of the 
constitutive elements of the legal discourse, 
which suffered no rupture after in¬ 
dependence. and occasioned no noteworthy 
pause for self-reflection, but became in fact, 
because unopposed, more opaque than in 
the troubled limes svhen an imperial power 
had struggled to impose categories on, what 
was for them, an unwieldy social system 
Whereas there can be no question of a 
linear continuity in the political configuia- 
tions as they existed in the early 19th cen¬ 
tury and the late 20th century, there are cer¬ 
tain parallels which could reward analysis, 
both in the nature of political alliances the 
British chose to enter into as well as in the 
conciliatory gestures which contradicted 
their proclaimed objectives. 

INoles 

1 San IS a Sanskrit term, meaning a 'good or 
a virtuous woman’, exemplified most of all 
in ihe devotion lo the husband Since the.sr 
qualities were held to climax in the supreme 
act of self-immolaiion after his death, (he 
women who underwent (his sacnricc, relain 
ed Ihe appellation as long as thev were 
remembered. The British usage restrislcd 
Ihe lerm to (he sacrifice alone, the act as 
well as (he ageni. 

2 Used variously, for inslance in the report 
published in Indta Toduv. October 15, 1987; 
as also the controversy around these very 
issues in the llluilraird Heeklv of India, 
February 4, 1988. f-ebruary 28, 1988. March 
1>, 1988. the Hindi Hans. October 1987 as 
castigating the reporting style ol (he Hindi 
JansaUa, September 18, 1987 

For a sample from the Ciermaii press, sec 
the Frankfurter AUftememe Zeiiung, 
December 2t, 1987, as well as the Berlin 
daily laz, November 2.1, 1987 

3 The official title of these is Papers Relating 
lo Last India Affairs, vu Hindoo H';dow' 
and yolunlary Immolations, by order of the 
House of Commons from 1821 to 18.10, 
cited hereaftei with year of publicalion and 
page. 

4 The legal and political history of salt has 
been dealt with extensively by (he follow 
ing. Calcutta Review 1868, Thompson, 
1928 and Seed, 1955, all three repre.senting 
the British stand with varying degrees ol 
identification For a study of Western rc.u - 
tions, see Sharma, 1979. for excellent 
analysis ol the official discourse and debate 
Mam, 1985 and 1987 lor an historical 
survey of the rite from ancient tunes up lo 
(he presenl, with reformist, apologetic 
tendencies, sec Datta, 1988, useful also for 
data on Rajasthan not easily accessible 
eleswhere For the pre-British legal history 
ot "he rite, the only sources at present ate 
Kane, 1941 and Altekar, 1956 There is 
obvious need to re-evaluate the matcnal they 
collected 

5 On the efforts of the missionaries to 
mobilise public opinion against sati, sec 
Ingham, 1956. 44-54 On the petitions sent 
to Ihe House of Cohimons by citi/ens 
holding meetings for the specific purpose 
in several towns, see Peggs, 1830 As a 
sample of Peggs’ style, as one in the 
forefront of (he campaign, citing a sym¬ 
pathetic review of his pamphlet on (he sub¬ 
ject; “There is a voice that must be heard, 
that will require it—the voice of an 
enlightened and Christian people, that voice 
(Oh, let it be loud and solemn') must, we 
are confident, awaken a power and move 


an arm that, sooner, or later, will extinguish 
the Suttee fires of India!’ 

For one of the earliest and most detailed 
reports from the missionary perspective, see 
Ward. 1811: .544 66. 

6 The report cited here is part of the 
documental ion included m the PP. From 
the missionary perspective also there is com¬ 
plete identification with (he ruling race, as 
the report testifies further; “Are the sacred 
principles of justice to be abrogated because 
private individuals are mistaken in their 
notion of the worship which is acceptable 
to the Deityt The admission ol this princi¬ 
ple would rend asunder the bonds of scKie- 
ty; (or if the highest crime, that of murder, 
may go unpunished when commuted under 
a religious pretext, what crime can we con¬ 
sistently punish in India? There is no species 
of abominaiion which (he Hindoo code 
does not sanction under some shape or 
other Bui Ihc whole course of our judicial 
proceedings demonstrates (hat we have 
never acted on these principles" (1823.21) 
This IS supported by the quotation of a long 
passage from I ocke 

7 bxemplified in the reply to the inagistraie. 
Southern Coiiian, March 14, 1822, by 
) Farish, secieiary to government “The 
honourable Ihe governor in council instructs 
me to inform voii, that under the orders 
given lo him, the sirkumaviesdar of 
Rutnagerry did his duty in prohibiting (he 
suttee on this occasion, and the disregard 
of his prohibition was illegal, and might 
without injustice be punished, such a step 
howevei in this instance would be highly im 
politic, and you have shown great prudence 
and judgment in forbearing lo adopt it" 
(1824-49) 

8 See Ahmad, 1965, tor a inoie provcKaiive 
formulation see Naiidy, 1980 Tor an at¬ 
tempt ai social analysis bv bieakdowii ol 
caste and CKCupaitoii figures see Roy, 1UK7 

9 Benlinck’s Minuie and Ihc icguluiior. are 
easily acccssihle in Dana, 1988 237 250, 
25I-C51 

10 Katniii'iliun K'>s s role in (he abolilion of 
the rile has alwass excited a grea. deal of 
commcni He was against ihe oraclicc, bin 
also inilially .igamsi legislation as being 
inappropriate, and .rccepted this at a very 
late stage Besides his own writings, the 
most pcrlmcril contemporary compilation 
on Roy is .loshi, 1975 

11 An awareness indicated lor instance in the 
eniical reflcclioii, from a feminist point ot 
view III Siraiherii, 1987, on a general anthro¬ 
pological level 111 Marcus and I ischer, 1986 
and Clifford and Marcus, 1986, the feminist 
critique ol Itie latlel two lilies in Ciordoii, 
1988 

12 See Kippenbeig, 1983, for a suggestive sum 
inary of Ihe stand regarding delinilions ot 
religion 

13 See Rosaldo, 1974 foi some discussion of 
the issue, as afso 1980, lot later qualilica 
Boris of the Tcsulis cif her survey 

14 An approach initiated by Sleiti, 1978. which 
needs to be concretised with regard lo ihe 
attitudes of important figures in the sati 
debate, such as Superintendent Fwci 

15 See Hausen, 1976 (or Ihe descriptions ot 
'female' and 'feminine' in Ihc popular 
tiernun lexica ot the period, as well as for 
Ihe economic aspects of the polarisation of 
gender roles in middle-class family and pro¬ 
fessional life 
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and Other Emerging Nations 
by Nirmal Kumar Chandra 
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other way round'i Granting that both sides made some gams, did the USSR derive undue 
advantage through its bilateral trade and aid transactions with the third world’ Can the 
theory of unequal exchange explain the growing economic hiatus between the north and 
the souths 1 he second part ot the book is concerned with the domestic scenario in India 
The authoi tries to relate ttie overall stagnation in material production per capita to the 
bdldiice ot class forces that emerged after independence as a result of a strategy of in¬ 
dustrialisation based on irriport substitution Long-term trends in aggregate and sectoral 
outputs, the terms of trade between industry and agriculture, real wages and unemploy 
merit rales, savings and investmeni, piivaie m.onopioly capital, etc, are analysed in this 
(ontejct further, the existing laws, and regulations on private sector monopolies are also 
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tiy the IMf and the World Ban) loA'ards litieralism in India’s economic policies 
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The papers brought together in this volume examine, the federal financial relationship in 
India as reflected in transac tioris Ihrougti the budgets of tne Union and State governments 
Under the Conshtution, Ihe finance Commission, appointed by the President every five 
years is exper ted to rer rjmmend adjustments in inter federal transfer of budgetary funds 
to meel ttie chdriging requirements of the system In fact the transfer of resources from 
tfie Centre h; the btates has taken forms which have fallen largely outside the ambit of 
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maioi role m itie cfetermination of Centre State financial transfers The involvement of the 
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Bush Vulnerable in US Elections 

Eric Parker 


The Republican and Democratic parties will select their candidates 
through an extended process of state-level caucuses and elections 
that begins with the New Hampshire primary on February 18. 
Whoever emerges from the pack, the outcome of the November 
election will depend on whether the US economy begins to recover 
from recession. 


EMPIRE means never having to say 
you're sorry. As the Iraqi civilian death 
toll mounted in the aftermath of the Gulf 
war, US voters were already turning their 
attention to the domestic economy. With 
that, the perception of political invincibility 
achieved by president George Bush dur¬ 
ing the execution of the war swiftly 
vanished. Recent opinion polls show presi¬ 
dent Bush in a dead heat against any op¬ 
ponent in the November election. 

The Republican and Democrauc parties 
will select their candidates through an 
extended process of state-level caucuses 
and elections that begins with the New 
Hampshire primary on February 18. 
While president Bush is expected to han¬ 
dily defeat former presidential aide 
Patrick Buchanan and neo-Nazi David 
Duke, governor Mario Cuomo’s decision 
not to run leaves the Democrats without 
an obvious choice. The corporate news 
media are currently touting a southern 
moderate, governor Bill Clinton, as the 
frontrunner, and senators Tom Harkin 
and Bob Kerrey from central agricultural 
sates as the main rivals 

Whoever emerges from the pack, the 
outcome of the November election will 
depend on whether the economy begins 
to recover from recession. As a uniquely 
disorganised bunch, the US electorate is 
particularly sensitive to short-term 
economic fluctuations. Compared to 
other rich countries in western Europe, the 
US has never had a labour or social- 
democratic party and organised labour 
has been strikingly weak. As a result of 
unfavourable labour laws and a IS-year 
employer offensive, union representation 
has dwindled to roughly one-tenth of the 
non-agricultural, private sector workforce. 

Campaigns arc not popular mobilisa¬ 
tions m the United States, but media- 
driven spectacles paid for by contributors 
who can afford it Voter identification 
with political parties is weak and turnout 
IS low. While turnout among the lich is 
still comparable to that of western Europe, 
turnout has fallen drastically precisely 
among the working people who would 
ordinarily be mobilised by leftist parties 

These basic contours of US electoral 
politics in large measure explain the 


dramatic shift to the Right since the late 
1970s. Until quite recently, the Republican 
Party's electoral coalition was held 
together by a wide array of business 
interests, an extended period of economic 
expansion driven by massive deficit spen¬ 
ding (most notably on the military), racist 
appeals to white voters, and cultural con¬ 
servatism emphasising the virtues of the 
traditional nuclear family expressed most 
sharply by an anti-abortion agenda. Now 
that coalition is in a bit of trouble. 

First, the US strategy of reducing pro¬ 
duction costs in the face of intensified 
global competition failed to halt the 
erosion of economic performance, 
(ieneral Motors’ Christmastime an¬ 
nouncement that it will sack 74,000 
workers capped a year in which the 
domestic automakers posted a $ 6 billion 
loss. The computer and aircraft industries 
are feehng the pinch of international com 
petition as well. IBM recently announced 
a second worklorce reduction of 20,000 
jobs. 

In short, the sacrifices of wage earners 
have not paid off With real wages fall¬ 
ing by roughly 20 per cent since 1973, 
household income kept pace with infla¬ 
tion only because more women have 
entered the paid workforce, and everyone 
IS working longer hours. As usual, the 
hardships are not universally shared. The 
richest 20 per cent made off like bandits 
during the 1980s, while nearly everyone 
else suffered. The recession is swelling the 
ranks of the poor, and tightening the 
squeeze on middle-income households. 

Second, the. recession and the 
emergence of former Ku Klux Klan leader 
David Duke upset'Bush administration 
plans to make race the central campaign 
issue. The embarrassing thing about 
Duke’s ranting about racial hiring ‘quotas’, 
violent crime and welfare dependency is 
that It IS virtually indistinguishable from 
Bush’s own positions. In response, the 
Bush administration recently approved 
anii-discriminacion legislation that it had 
long denounced as a ‘quota bill' and 
planned to use during the campaign, 
prompting-:riticism from the Republican 
Party’s far right. 


Third, opposition to abortion rights no 
longer works so well lor the Republicans 
As long as the Supreme Court upheld 
these rights, pro-choice voters could 
overlook that position. With a Supreme 
Court packed by the Reagan and Bush ad¬ 
ministrations now poised to rollback 
abortion rights, such voters are becoming 
less lorgiving. If the Supreme Court 
decides on the issue prior to November, 
abortion will likely become an especially 
important election issue, and furthci 
divide the Republicans. 

While Bush is faltering, none of the 
Democratic contenders have offered a 
coherent and compelling alternative. The 
candidates are all sounding the populist 
chord of economic nationalism To some 
Democrats, that means protectionism. 
With growing opposition in the US Con¬ 
gress to the U ruguay Round of GATT' and 
a pending North American tree trade 
agreement, the administration is itself 
getting tough on ‘unfair’ trading partners. 
For example, the Bush administration 
chose to turn a twice-postponed state visit 
to Tokyo into a trade mission with 
automotive executives in tow That 
backfired when the executives condemn¬ 
ed a managed trade agreement for Japan 
to import more US automobiles and auto 
parts as too little too late shortly after 
Bush, a self-professed free trader, praised 
It. .Such hypocrisy on Washington’s part 
IS surely not unfamiliar to Indians. 

A progressive alternative would begin 
with the realistic assumption that US 
firms often have trouble peddling their 
wares not because of unfair trading prac- 
tice.s, but because their products and ser¬ 
vices do not satisfy the preferences of con¬ 
sumers abroad. Reducing costs by slashing 
wages, shifting the lax burden from the 
wealthy to everyone else, gutting en¬ 
vironmental, consumer and worker health 
and safety regulations and the like has 
done little to change that. 

An alternative strategy would begin 
with trade policies that raise wages in third 
world countries, rather than put further 
downward pressure on US living stan¬ 
dards. Domestic policy would focus on 
rebuilding the country’s infrastructure, 
solving problems in the child care, educa¬ 
tion, health care and housing .sy,stems. 
boosting public and private investment in 
research and the skills of the workforce; 
and promoting greater worker participa¬ 
tion in workplace decisions in exchange 
for economic security and a share of the 
gains. But a transition to such a strategy 
will not come about automatically, so long 
as firms can still turn profits by taking the 
low road. It can only be brought about 
through political means, and .so far nunc 
of the Democrats seems capable of 
energising a mass constituency. 

Within the narrow political spectrum of 
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ihe United States, Chnton is the moderate, 
Harkin is the liberal, and Kerrey is 
somewhere in between. Clinton, who was 
selected by Michael Dukakis to give the 
keynote address at the parly’s convention 
in 1988, IS a key player in the Democratic 
Leadership Council, which was founded 
in 1985 on the absurd notion that the 
party was too liberal. Harkin has one of 
the most progressive records in the US 
Senate, and is expected to pick up substan¬ 
tial backing from what remains of 
organised labour. But .so far he has failed 
to generate much enthusiasm among core 
constituencies in the way that the 
Reverend Jesse Jackson did during the 
primaries of 1984 and 1988. 

On foreign policy, Clinton is an ardent 
advocate for a strong military posture 
While Clinton supported Bush through¬ 
out the Persian Gulf crisis, Kerrey and 
Harkin called for a peaceful resolution to 
the conflict. But once the war began, they 
voted in support of Bush like nearly 
everyone else in Congress 

On trade, a key indicator is a candidate’s 
position on the North American free trade 
agreement with Canada and Mexico. With 
negotiations in the hands of the Bush 
administration, the agreement obviously 
cannot be expected to safeguard wages, 
soctal provision and environmental pro¬ 
tection. Last fall, legislation requiring 
Congress to vote on the ireaiy without 
amendment was nairowly adopted 
C'linton and Kerrey supported the last 
track process, which is intended to im 
prove the prospects for congressional ap 
proval, while Harkin voted against it 

On the recession, C'linton and Kerrey 
want to buy votes with temporary tax cuis 
for middle income households, while 
Harkin supports a public works pro¬ 
gramme. But none of the candidates has 
articulated a comprehensive post 
Keynesian strategy fot a domestic 
economy increasingly exposed to global 
pressures. While all three candidates sup 
port greater investment in education and 
training, and a comprehensive national 
health care system, Harkin seems most 
prepared to boost spending on social pr,)- 
grammes by sharply reducing the military 
budget and reversing tax cuts lor the rich 

The Democratic field also includes 
loimci senatoi Paul Isongas, wtu' 
declares himself to be a pro-business 
Democrat, and former governoi lens 
Brown, who is lunning a quixotic cam 
paign almost exclusively against the cot 
ruptmg mnuence of campaign conirihu 
lions Ciovernor Douglas Wilder, who is 
the only African ,\meiican lo hold 
statewide office but lacks both the pro¬ 
gressive politics and charisma of Jackson, 
withdrew in early January lor lack of sup 
port Many c'ynical Huro-Ameiican party 
leaders had been hoping Wilder would 


erode Jackson’s leadership within the 
African American community 

What is ultimately needed to revive 
politics in the United States is the elimina¬ 
tion of undemocratic laws that inhibit the 
mobilisation of working people around a 
programmatic agenda. For e.xample, in¬ 
dividual states generally enforce the two- 
party system by restrteting voter regtstra¬ 
tion and ballot access for third parlies 
Voters should be allowed to register at 
polling stations on the day of the election 
or. better yet, be registered automatically 
Onerous regulations such as the require¬ 
ment that third parties collect an excessive 
number of signatures to be included on 
the ballot should be overturned 

In addition, the escalating cost of cam 
paigns, driven primarily by the expense ol 
television advertisements and consultants, 
benefits candidates who attiact contribu- 


JAPANESF workers are the most over¬ 
worked in the industrialised nations The 
average work-week in manufacturing in 
Japan, at some 46 hours per week, is 
about SIX hours a week more than m 
E-uropc or the USA (see Tiible) Workers 
in Ihe NK's have to work even longer 
hours, with South Korean workers topp¬ 
ing the list with an incredible 53..J hours 
per week And now comes a Japanese 
Supreme Court ruling which will enable 
Japanese capital to extract even more 
labour from the already over worked 
workers The apex court ruled that a com¬ 
pany may fire a worker who refuses to do 
overtime. 

In 1967 a woiker at Hitachi was fired 
aftci refusing lo work extra hours on the 
transistor assembly line. When he went to 
court, the 'lokyo District Court ruled 
against the company. It said overtime was 
voluntary and the management had no 
right to threaten anyone with dismissal for 
rejecting such work But the Tokyo High 
Court and then the Supreme Court, both 
upheld the dismissal. The Supreme Court 
held that Ihe dismissal was legal because 
iheie was an existing contract between the 
management and the factory trade union, 
which allowed up to 40 hours ol overtime 
woi k a month per workei, (Fhe Bangkok 
Host, December 5, 1991) 

The importance Japanese capital pays 
to the length of the working week, shows 
that tor all its much-touted succes.ses in 
organising production to be more effi¬ 
cient, the ciucial objective of managing 
labour is to maximise the amount of 


tions from corporations and wealthy 
individuals. The role of cash in elections 
should be reduced by placing greater 
restrictions on campaign contributions, 
and requiring Ihe privately-owned televi¬ 
sion and radio broadcasting system to 
grant free media access to candidates. 

Finally, it might as well be illegal to join 
a union m the United States During the 
Reagan and Bush administrations, en¬ 
forcement of relevant labour laws has 
been weak in t he extreme Long delays and 
weak penalties encourage many employers 
to fight tooth and nail against unions. 
More people are fired for trying to form 
a union than are successfully organised by 
unions each year. At the very least, labour 
law should guarantee a swift resolution to 
disputes and tough penalties for viola¬ 
tions, and prohibit hiring of permanent 
replacement workers during strikes. 


labour that can be extracted. 1 his can be 
done both by intensifying the hourly use 
of labour-power, and by lengthening the 
working day While quality control circles 
accomplish the first, ’voluntary’ absti¬ 
nence from vacations, and now compul¬ 
sory overtime, will accomplish the second 
objective and making overtime a 'regular 
requirement’ and not an ‘extraordinary 
affair’ (phrases ,used bv the dismissed 
employee’s^awyer), will only intensify the 
new trend to death from overwork ■■ 
‘kaioshr, as it is called in Japanese. 


fABII HdUKSOI \Sokk in MANUrACIUKINI., 
I976-I‘>8S 


Coumrv 

Average Workweek 
fHours) 

Souih Africa 

47 0 

Argentina 

4S 6 

Mexico 

46 0 

Pucrio Rico 

38 0 

(inilcd Slates 

40 1 

Hung Kong 

47 1 

Israel 

38 7 

Japan 

46 0 

South Korea 

.S3 3 

Malaysia 

48 4 

Belgium 

34 3 

f lance 

40 1 

Germany 

41 2 

UK 

41 S 

Norway 

38 1 

Sweden 

.37 8 


Source IIA 1986, quoted in Alice Amsden, 
1989, Asia's Next OianlSuulh Korea 
and tale Indusinalisaiion, Oxford 
University Press, New York and 
london 


And Now. .. Compulsory Overtime 
in Japan 

DN 

Japan’s apex court has iiiled that a worker cannot refuse to accept 
overtime work. 
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REVIEWS 


Globalisation and South-East Asia 

D N Ghosh 


South-East Asia in the World Economy: A Regional Geography by Chris 
Dixon; Cambridge University Press, 1991; pp 281 + xv. paperback £ 12.95, 
hardcover to be published at £ 35. 

SOUTH-EAST ASIA is regarded by many 


as a key element in the new international 
division of labour in the emergent world 
economy. As some of the countries in the 
region are held out as models for the third 
world, the process and content of develop¬ 
ment of this region have to be understood 
in a balanced perspective. Ibwards such an 
understanding, this book makes a timely and 
significant contribution. 

The perspective in which this study has 
been conceived and presented needs to be 
clarified at the outset. South-east Asia is an 
interesting region: its physical configuration 
made it from early times a focus of land and 
sea routes, making it ‘zones of convergence’ 
for some and 'shatter zone’ of meetings and 
conflicts or ‘the Balkans of the orient’ for 
others. The sub-title describes the book as 
a regional geography, but it is not a 
regionally-oriented study as, for exaniple, 
Fernand Braudel’s Mediterranean of the I6th 
century where the whole region, divided 
though it was politically, culturally and 
socially, is treated as an economic unit. The 
book takes a broad sweep of the region 
from, as the author puls it, “a world 
economy perspective”. 

The expression ‘world economy’ needs 
elucidation to clarify its context. The author 
has by implication limited his ‘world 
economy perspective' to the pattern of rela¬ 
tionships between the regions in south-east 
Asia and the rise and fall of the five 
European powers—-the Spanish, Portuguese, 
Dutch, French and British—over the past 
five centuries, following the discovery of 
trade routes and the spread of commercial 
and industrial revolutions. Given the fact 
that the focus is on those states, sectors and 
strategies which are relevant to this inter¬ 
active process On a continuing basis, the 
author has not found it convenient to fit into 
it the complex and distinctive experiences of 
Burma, Laos, Kampuchea and Vietnam. 

The core of the study looks at the 
sequence of changes in the pattern of inter¬ 
relationships between the colonial powers 
and the south-east Asian countries in the 
mercantilist and capitalist phases. In terms 
of access to raw material resources, markets 
and cheap labour, south-east Asia assumed 
so crucial an importance to these powers that 
their interests had to be safeguarded b>' them 
at different times with changing configura¬ 
tions of power equations. The dynamics of 
the interaction is the theme of the study. 

The structure of pre-colonial south Asia, 


given as a very useful background, seeks to 
dispel the view fostered by colonial powers 
that this region comprised countries with 
“backward, changeless societies with weak, 
ephemeral political structures, despotic, 
often rapacious rulers, endemic disease, 
almost uniform poverty and internecine war¬ 
fare”. Drawing on extensive research fin¬ 
dings, the chapter titled ‘Precolomal South- 
East Asia’ documents the key position south¬ 
east Asia held prior to the penetration of the 
European powers, with trade networks con¬ 
necting ea.s; Afiica, China, West Asia and 
the Mediterranean and European world with 
a variety of high trade goods such as silk, 
spices, drugs and porcelain. By the end of 
the 15th century, as much as 20 per cent of 
south-east Asian production reached 
Europe, apart from its pivotal role in 
regional trade The penod from the laie 14ih 
to the 17th century affords a picture of ex¬ 
ceptionally rapid growth of trade and a 
network of indigenous cities necessary to 
sustain It. 

The chapter on precolomal production 
IS followed by two chapters ‘Western 
Penetration—From Trade to Annexation’ 
and ‘The Establishment of Capitalist Pro¬ 
duction’. The description of *he roles of the 
colonial powers has been sequentially 
presented, rcflectiiig the evolution of im¬ 
perialism, the progressive incorporation ol 
the region into the colonial economies and 
the accompanying development of capitalist 
relations of production. As these chapters 
bring out clearly, capitalist relations of pro¬ 
duction came to be forcibly imposed on the 
countries in south-east Asia, more par¬ 
ticularly after 1870, though one notices the 
beginnings from early 19th century. As a 
necessary part of the process of integration, 
there was consolidation of control, such con¬ 
solidation extending to reservation and 
opening up of areas to activities which could 
be of direct beneFit to the metropolitan 
capital 

f he broadly-based pattern of trade and 
production that existed prioi to the western 
annexation of south-east Asia was thus com¬ 
pletely changed after 1870. The trade in high 
value, sc-irce products, such as spices, was 
supplemented bv the mass production of 
lower value production. Capitalist produc¬ 
tion came to be established for food and raw 
materials and the finance for this came from 
European capital. Industi'ial activity related 
only to servicing the agro-industrial struc¬ 
ture which was linked to the production ol 


primary commodities. Though western con¬ 
trol of south-east Asia was of brief duration, 
yet during the short period after 1870 it 
brought profound social, economic and 
political changes in the region through its 
virtual incorporation into the economic 
system of the colonial powers. In the pro¬ 
cess of such incorporation, the pattern being 
determined by the colonial powers, there 
developed deep divisiqins between terntories, 
markedly uneven development at all levels, 
concentration on urban centres and the pro¬ 
gressive impoverisation ol the rural sector. 

In the posi-Second World War period, 
foreign investment by MNCs continued to 
play a dominant lolc, though in forms 
somewhat different Irom the colonial days. 
Direct control of agricultural production by 
MNCs started giving wav to (a) indirect con¬ 
trol through dominatioin of related proces¬ 
sing, tran.spori, marketing and supply of in¬ 
puts, and (b) investment ranging over new 
primary and primary-processing activities, 
notably banana, pineapple, oil palm and 
forestry products The piolic’y framework that 
emerged facilitated the progressive removal 
of constraints on a massive flow of invest¬ 
ment from the industrial powers The 
consequential structural changes in the 
economies of Singapoic, Malaysia, 
Indonesia and Philippines have been 
brought out sharply It would be useful to 
highlight certain striking features in this 
structural adjustment process 

First, intcrnationalisaiioii of the econo¬ 
mies IS inextricably linked with foreign in¬ 
vestment and MNC activities This is by and 
large the outcome ol a development strategy 
dictated by alliances of state, foreign capital 
and domestic capital, though with varying 
degrees of closeness within the countries 
covered. 

Second, development has been mainly 
conrint“d to the urban-industrial sector, with 
the rural sector receding to the background. 
This comes out sharply in the economies of 
Thailand and Philippines In Philippines it 
has taken an acute form in MNC agri¬ 
business- “MNC agri-business has, parti¬ 
cularly since the 1960s, been encouraged to 
acquire very large estates .A wide variety of 
incentives and concessions have been made 
available to encourage large-scale cultivation 
and stock-rearing, particularly when 
onented towards the export market. In many 
instances, land has been leased Irom small 
cultivators. However, those who were un¬ 
willing to lease came under heavy pressure 
including threats of violence, and the banana 
industry, in particular, stimulated con¬ 
siderable unrest that has continued In total, 
many thousand hectares have passed from 
peasant cultivators into the hands of MNCs" 

Third, unevenness of development has 
been taking place as one ol the consequences 
of the accentuation of the process ol inter 
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nationalisation of capital and liitance It is 
not lhat*there was no recognition or attempt 
lo encourage spatial planning; the author's 
careful analysis brings out that Malaysia and 
Indonesia, alter attempting to pursue spatial 
planning, beat a general retreat The 
underlying reason comes out loud and clear 
“attempts to redress spatial imbalances 
generally lun counter to the process of 
development engendered by domestic and 
international capital" 

bourtli, with the emphasis on urban in¬ 
dustrial development, the commitment lo 
eradication ol poverty has bc-en receiving less 
emphasis From the data on poverty for the 
four couiuiies which the author discusses m 
detail, there is little evidence to show, with 
any degree ol conclusiveness, that there has 
been a general reduction in the depth o> in¬ 
cidence of poverty. Fw I’hilippines, there is 
evidence of an increase in the incidence of 
poverty In Thailand, income differences 
measured by gun coefncients have increased 
except III the urban centres of the south and 
the north-east One of the most obvious con 
sequences ol urban industrial giowth is the 
“extensive squatter sctllements, big islands 
of un- and under-employment and dcpeii 
dence on often increasingly clandestine in¬ 
formal sector activities Overwhelmingly, tlie 
redeployment ol the region’s ma)or urban 
centres has conccntiated investment m the 
modern corporate sector— luxury hotels, 
apartment, office and conference centies 
and mass transit systems—gauged to attract 
foreign investors rather than raise the living 
standards of the population.” 

I he sirui'luiaf characteristics, as these aie 
brought out in the interaction of the couii 
tries with the capitalist iiowers, area leflcc 
tion ol a “new cycle ol capitalist penetia 
tion”, a process whose ccmial core is the 
“mimniisatioii ol bariieis to foreign invest 
nicnt and MNC. actisity, tfie exploitalioii ol 
comparative advantage and allocative effi 
ciency" “I hese developments'', the author 
concludes, "aie in general contiary to the 
iiilerc.sis ol the legion's domestic capital 
Howevci, while in general the abiliiv of the 
region’s economy lo resist the |iiesstites for 
rcslructiiring have been eioded, the picseess 
IS operating extremely llnc^'enlv I'liis reflects 
the strength ol domestic capital, ihe degree 
to which goveinmeiils arc unable lo engage 
III economic sliucluriiig wiiliciiil iindeiiiun- 
ing their position and the extent lo which 
count lies aie considered lo be economical 
ly and polilicallv stable ffius, the renewed 
cycle ol glow III is tar fioni evenly spread in 
the region, aflecling piiiicipaliy Siiigapoic 
and Ihailand" 

I lie petspeclive of the aulhoi has neces- 
saiily limited discussion on a range ol issues 
that emerge uppermost in the icadei's mind 
fhese issues need to be posed First, it is 
undoubtedly a fact that the activities of Ihe 
MNC's and miegralicui of the economies ol 
most ol these countries with those ol the 


western powers have added to the creation 
ol substantial surpluses on foreign exchange 
account ttade as a percentage of GOF’ has 
been on Ihe mcrca.se. While this is held out 
as extremely beneficial for the economy, the 
uneven development ol different regions and 
classes cannot at the same time be ignored 
It IS debatable whether, given the political 
wall and the commitment to secure even 
development, positive steps can be initiated 
to rectify the distortions arising out ol the 
integiation and the adverse impact of MNCs 
can be substantially reduced. One could also 
ask whether globalisation of intcrnaiional 
capital and finance was deliberately chosen 
as one ol the available options or is it that 
the option open lo these countries was only 
that of facilitating the mlcgraiion process 
What about the future'' Would MNC acti¬ 
vities and foreign iiivcstinerits continue at the 
same pace' If the pre.seni prosperity has 
resulted from the new international division 
ol labour, it is quite conceivable that, in any 
changed context where the impact of prices 
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may move adversely, MNC activity and 
foreign investment would go back to the US 
and western Europe Some of the assembly 
and testing work may not be difficult to shift 
at shon notice A recent OECD study points 
to this as a distinct possibility. Is there an 
adequate indigenous ba.se to carry on 
development on a sustainable basis? 

The merit of the book is that it provokes 
these questions. Some of these may be out¬ 
side Its purview, but these would continue 
to haunt many who arc involved in the 
development of third world countries which 
are being increasingly drawn into the net¬ 
work of international capital and finance. 
Designed as a textbook in the senes 
'Geography of the World Economy’, the 
book will be of invaluable help to students, 
particularly for its carefully prepared 
bibliography And for many enthusiastic 
policy-makers in the developing countries 
who rcgard globalisation as a goal to be pur¬ 
sued at all costs the book is compulsoiy 
reading 
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Saga of Subhas Bose 

Vinay Lul 

Brothers a/j^ainst th«* Raj: A Riu|'raphy of Indian ^ali<lnalists Sara! an<l 
Subhas Chandra Bose by l^onard R Gordon; Columbia University Press, 
New York, 1990; pp 807, price not stated. 


MORE than 45 years ago, Subhas Chandra 
Bose was killed in a plane crash at Taipei 
Though it is customary for the followers of 
an Indian political leader to rend the air at 
their hero’s funeral with cries of, ‘May he 
live forever’ Bose was not similarly honoured. 
That is scarcely because he lacked followers; 
quite to the contrary, Bose (like Bhagat 
Singh before him) may have been the only 
Indian in the pre-independence phase with 
as much popular appeal as Gandhi, and he 
was acknowledged by no less a figure than 
Tagore as “the honoured leader of the peo¬ 
ple of Bengal". He was badly burnt in the 
crash, and his body could not be returned 
to India' many inferred that he had never 
died, others refused steadfastly to believe 
that he could die without seeing India free, 
and yet others persisted in the belief, as some 
still do toda'y, that he would return to lead 
the country The government of India set up 
two commissions, one in 1956 and the other 
in 1970, to inquire into the circumstances 
surrounding the death of Subhas Bose, and 
though the evidence indubitably supported 
the conclusion that Bose had died in 1945, 
the opinion in Bengal at least remained that 
Bose was biding his time to prepare for his 
victorious and cataclysmic return lo India 
As late as 1979, Bengali newspapers on 
.lanuary 23, the birthday of ‘Nctaji’, carried 
a photograph ol a man “purporting lo be 
that of Subhas Bose, alive" [Gordon, pp 3 
and 604-10). 

No one has ever .suggested that Bose was 
driven by anything but the desire to free 
India from the shackles of British rule As 
he explained to a German friend, “India 
must gain hei independence, cost what it 
may" Ip 282) Although on the fundamen¬ 
tal question of the relation ol means to ends 
they differed widely, even Gandhi never 
questioned Bose’s patriotism (then an ad¬ 
mired quality), or even Ins motives. Indeed, 
Bose’s most recent biogiaplier, leonard ,A 
Gordon, an American .scholar who previous¬ 
ly authored a study of the nationalist move¬ 
ment in Bengal, argues that Bose was so con¬ 
sumed by the question of Indian indepen¬ 
dence that 10 his friends he appeared 
“myopic” [p 283), and Gordon him.sclf 
creates the impression that Bose spent 
almost every moment of his adult life in the 
contemplation of this overwhelming ques¬ 
tion Bose, we arc also led lo believe, died 
as he had lived, a lonely servant lo the cause 
of Indian freedom at a time when India’s 
other major political figures were already 
squabbling over the impending spoils of 
olficc. Colonel Habibur Rahman, who was 
with Bose at his death, reported that in his 
last moment Bose had spoken of the “coun¬ 


try’s freedom” "1 am dying loi my coun¬ 
try’s freedom. Go and tell my counirymen 
to continue ihc fight for India’s freedom 
India will be free, and before long” )p 542) 

II beginnings aic important to the enter 
prises of men and women, suicly the endings 
are loo We know that hagiographies arc 
often built around a great man’s last words 
Gandhi, for example, lives on as the saint 
who uttered "He Ram” as Nathuram Godsc 
pumped bullets into his body. Gordon ac¬ 
cepts, rather uncritically, the account of 
Bose’s supposed last words, and this easy 
acceptance of Bose’s thoughts and actions 
characterises in general Gordon’s outlook 
towards Ins subieci Bose emerges in 
Brothers against the Baj, as he has in 
countless other hagiographies, as one of the 
lew political leaders of that time to leave 
behind a clean smell, a man commuted to 
the politics of the ’left’, a friend of the work 
ing classes, a strong champion of communal 
amity, and a firm opponent of political 
bargaining with Ihe British that would yield 
anything less than ctmiplete independence. 
II this were not enough to endear us to Bose, 
‘Netaji’, the 'resjx'ctcd leader’, the epitfict bv 
which Bose was known to his soldiers in the 
Indian National Army (INA) and subse 
queatly to the nation, even appears m Goi 
don’s ‘biogiaphy’ .is a ’feminist’, a true 
believer in “equality for women” and an ad¬ 
vocate ol their ‘pai licipation in the national 
movement’’- “Subhas Bose’s feminism is an 
tmportanl and neglected aspect of his vision 
and work”, writes Gordon, who then pro¬ 
ceeds lo neglect this allegedly “important 
aspect” of Biisc’s hie [p 194) Bose did form 
a women’s regimcnl in Ihe INA [p 497), 
although It I' noi apparent what, if any, 
fighting this regiment did Bose was clear 
that “women had not only duties ti> their 
family, but they had also a grealei duty to 
their country’’ [p 238), and by and large he 
seems to have been satisfied with mouthing 
Ihc conventional pieties about the inspira¬ 
tion women gave lo young men as mothers 
and Ihcir power (‘sakti’) which needed only 
to be harnessed to the sacred cause o( 
freedom. 

Although Bose may occasionally have 
espoused jxisitions which contributed to the 
Muslim esirangcmcnt from the Congress, he 
undoubtedly worked hard towards dealing 
amicable relations between Hindus and 
Muslims, and here at least his record lannoi 
be impugned. The composition o! the IN.A 
reflected Bose’s various attempts to lorge 
unity amon.g the proponents of the different 
religious creeds of India, and perhaps a 
testimony ol his personal success in this 
endeavour is ihc fact that when the British 


instituted proceedings against the INA, they 
picked three officers ol three different 
faiths—Hindu, Muslim, Sikh—to stand 
Inal But 111 other spheres Bose appears less 
ol a radical, indeed less of a ‘leader’ or ’neta’, 
than his admirers, among whom we may 
with assurance number Gordon, would have 
us believe We hear constantly in Gordon’s 
biography ol Bose’s sympathies with the 
‘Icit’, of his ‘socialism’ and ‘radicalism’, but 
this IS only lo accept Bose’s designation of 
himself Bose described himself as a “revolu¬ 
tionary” [p 485), but Nehru put it quite 
(orcelully when he wrote in 1940 that 
“Subhas Bose does not seem to have an idea 
m his fiead, and except foi going on talking 
about leftists and rightists he says little that 
IS intelligible” [p 404). Bose’s support of 
striking workers on several occasions is 
noted, but Gordon presents no evidence that 
Bose, who spoke often of the “toiling 
masses”, worked closely with workers over 
any period of time [pp 170-74) Although 
a member of the Bengal legislative council 
lor several years, Bose not only did not par¬ 
ticularly distinguish himself as an advocate 
of the rights of workers and peasants, he 
even lent his support in 1928 to legislation 
opposing the cxtcnsicin of rights to tenant 
farmers Gordon says, “Subb.as (spoke) not 
at all” during the debate on this legislation, 
but typically he fails to take him to task 
[p 176) Bose adverted often to industrialisa¬ 
tion and nalionalisalion m his speeches, 
naively holding up the Soviet Union as an 
example ol just planning, yet he did not 
appear lo have had any coherent programme 
of social reform, or any substantive idea of 
economic planning, and it he did, we are cer¬ 
tainly none the wiser lor it after reading 
Goidon. who in his eagerness to portray 
Bose as a man ol prescience, describes Ihe 
Planning Committee as “one ol Bose's 
legacies to free India”, as though the Soviet 
Union’s commitment to planning were not 
evident for everyone to see [p 355) 

Ciordon betrays most clearly his inability 
and unwillingness lo depart Irom the hagio- 
graphical iiadiiion which has plagued bio¬ 
graphers of Bose III his assessment ol the 
relationship between Bose and Gandhi 
Bose’s admircis have seen Gandhi as Ihc 
‘mampiilatise’ one, their own hero as a vic¬ 
tim, and 111 these pages ihis story is repeated. 
IK' detail being spared about how Bose was 
manoeiivied out ol his second presidency ol 
the C ongress |c g, pp 218-19, 367-68, 374 If) 
Gordon rcadilv delineates the coniribulion 
ol fiandhi lo the parimon of India 
[pp 367-68], and is just as quick to desciibe 
Bose as the engine that, as it were, stoked 
the passivity ol (laiidhi lo life, as the man 
who thiough his radicalism and /esi loi ac 
livitv spuried Gandhi lo iiiitialc the final 
phase ol the drive towards independence 
The ‘Gun India’ movement, according to 
Gordon, was the “legacy" ol Bose, bul the 
meaii-spiriicd (landhi “never wanted load- 
mil that he was taking up Bose’s line” 
[p 478) W'hal distinguished them, according 
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to Bose himself, was that while the Mahatma 
was superstitious, faddish, antithetical to 
science and progress, immersed m an im¬ 
penetrable subjectivity, and prone to un¬ 
necessarily spiritualise politics, he was un¬ 
equivocally on the side of science, rationali¬ 
ty, industry, and modern values. Bose 
deprecated Gandhi's resort to “repeated 
fasting” Ip 272], but thought nothing of his 
own hunger strikes, no doubt seeing them 
as part ot a grand revolutionary tradition. 
Bose may have mocked at Gandhi's “inner 
voice”, and at .some of the Mahatma's 
spiritual and political practices and beliefs, 
but It IS worthy of note that he allowed to 
have amulets pres,sed upon him when he was 
once .seriously ill, thereby compromising—m 
his words—his “innate rationalism" [p 381). 
Before Bose escaped from India, he “con¬ 
sulted astrologers and palmists” to pick out 
an auspicious time “What he needed”, 
writes Gordon, "was good planning and 
assistance, secrecy, luck, the help of the gods, 
and proper alignment of the stars” [p 421] 
No doubt, since Ciordon is at pains to 
establish that Bose was a good Hindu, he 
must think that Bose was only living up to 
his faith 

7 here was a great deal that was common 
to Gandhi and Bose Describing his incar¬ 
ceration with ( R Das in 1921-22, Bose wrote 
that he considered “it a rate privilege to have 
had the opportunity ol serving him for those 
eight months” |p 89] This could easily have 
been a passage from Gandhi's autobio¬ 
graphy It has been said ol Gandhi that he 
considered no work too insignificant that it 
could not be done with devotion, and Bose 
too appeared to hold this view and be 
capable ol such devotion |p 200). Bose 
meditated, and could, as in Vienna, lead an 
abstemious hie, and like Gandhi he was in¬ 
clined to think that his family was not con¬ 
fined to his “blood relations” but was 
“coterminous with (hisj country” (pp 262, 
286] Nonethek’ss, it is the gull between the 
two that IS most visible, and nerwhere was 
this gull grcatei than in their attitude 
towards fascism Those who would charac¬ 
terise Bose as a fascist, because he went over 
to the Na/is, and later in the war to the 
Japanese, do him the injustice of lading to 
recognise that Bose too was unequivocally 
opposed to lascisin A Geiniaii friend of his 
even noted "lus deep contempt lor the 
Nazis”, and Bose was clear that “the eirian 
cipalion ol India must bt-lhe work primarily 
of Indians ihcmselscs" |pp 28.3, 470] Yet 
Bose had .in iiistrumenial \ icw of the fascist 
lorces aligned against Liigland and its allies 
il thes ciiuld be enlisted in India’s war 
against Biilish imperialism, then it mattered 
little that fascism was the most extreme and 
bruial lorni ol imperialism Racial legisla¬ 
tion in (icimans bothered Bose, and he even 
made a ptotost Ol two against such of its 
leatuies as discriminated against Indians, 
but “he stopped short ol protesting” its 
passage “in genctaT', although Gordon 
chaiacleristicalls adds that in his belief 
“Bose w.is against it" |p 282] Nehru and 
Gatidhi wcic prepared to sas that “Hitler 


and Japan must go to heU'*. but Bose could 
ill-afford to antagonise Kis “friends”, for 
much like the Irish Republican Army, Bose 
believed that England's enAnies were India's 
friends [pp 461, 476-77J. Although it is con¬ 
ventional to characterise, as Gordon does, 
Gandhi as “shrewd” and “authoritarian”, 
very this-worldly in exercising his political 
ambitions, it was Bose who was wedded to 
realpolitik. Bose also had, from his college 
days, a keen faith and interest in militarism, 
and he saw Germany and Japan as strong, 
militaristic, and di.sciplined powers, their 
soldiers virile, vigorous, and possessed of 
“speed and mobility”, and to his mind all 
this was worthy of emulation for an awaken¬ 
ing India. Bose had once seen fascism as 
merely an “aggressive form of nationalism”, 
and in 1934 had written with approval of the 
“supremacy of the State over the Individual” 
and the “ruthless suppression of all dissen¬ 
ting minorities” [pp 234, 279, 285, 347, 410, 
485, 493-94]. Having donned a uniform, 
Bose imagined himself as a military leader, 
“inspected" his troops, and engaged in some 
ridiculous postunng. Gordon lakes all of this 
very seriou.sly, and what we have is an 
“Indian Samurai in A,sia''! 

Subhas Chandra Bose, however, is not the 
only subject ol Gordon's biography. Subhas' 
elder brother, Sarat, led an active political 
life for several decades, and was certainly 
one of the mo.sl prominent figures in the 
politics of Bengal m the first half of the 20lh 
century. As member of the Bengal legislative 
council, the Bengal Provincial Congress 
Committee, and the central legislative 
assembly, and as leader of the opposition 
in the Bengal legislative assembly, Sarat Bose 
wcirked steadfastly for the cause of Indian 


independence, Hindu-Muslim unity, and 
other interests of the nation and Bengal. 
Sarat Bose was content to let Subhas play 
the more active role, and was far less inclined 
to theatrical gestures than his younger 
brother, which is one reason we ordinarily 
hear little of him. Gordon moves easily back 
and forth between Subhas and Sarat Bose, 
and is to be commended for having inte¬ 
grated the lives of these two brothers. 
Ultimately, however. Brothers against the Raj 
has all the limitations commonly found in 
biographies, a genre particularly ill-suited, 
except in very few hands, to increase our 
analytical understanding of the forces that 
shape history or to derive sustenance from 
the many theoretical contributions of con¬ 
temporary scholarship. None of the recent 
ferment in historical, cultural, or literary 
studies seems to have left its mark on 
Gordon; indeed, to write a biography as he 
has done requires an abiding faith in the 
great man theory of history. With the text 
alone running to over 600 pages. Brothers 
against the Raj is enormously rich in detail, 
and it is emphatically clear, from his cita¬ 
tions as much as from the hundreds of in¬ 
terviews that he conducted, that Gordon 
went to great lengths in his endeavour to 
write a complete life of the Bose brothers. 
This IS a biography fur those who want to 
know the exact hour at which Subhas Bose 
fled India, but it is unfortunate that the 
scholarly apparatus is pul to no more use 
than in recreating, in an uncritical fashion, 
‘the life and times’ of Subhas Bose Gordon 
writes in an uninspired style common to 
American social science writing, and this 
greatly adds to the profound disappointment 
that most readers are likely to experience 
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Does Inflation Hurt the Poor More? 


R Kadhakrishna 
Ravi 


This paper analyses class specific mfation rates for 1989-90 and 1990-91 and concludes that the 1990-91 infla¬ 
tion hurt the poor more since food price rise was substantial in this period. It also shows shifts in pattern of 
inflation rate across expenditure classes between 1989-90 and 1990-91 and establishes inverse association between 
inflation rate and total expenditure in the latter period. 


THE 1990-91 inllation rale differs 
qualitatively from that of 1989-90. The rate 
ol inflation as measured by the wholesale 
price index increased fiom 9.1 to 12.1 per 
cent and as measured by the consumer price 
index of industrial workers it rose frr>m 6 6 
to 1.^6 per cent between 1989-90 and 
1990-91. Much more important, the com¬ 
modity inflation rales differ markedly bet¬ 
ween the two periods the food inflation 
rates are much higher in 1990 91. The 
wholesale price of wheal which had declined 
by lb 6 pel cent in 1989-90 rose sharply by 
48,9 per cent in 1990 91 and the price ol rice 
which had incieased at a very moderate rate 
ol 1 6 per cent in 1989-90 rose by H 4 pci 
cent in 1990-91 On the other hand, the 
wholesale price index for clothing increased 
by 7 4 per cent in 1990-91 compared to li 2 
per cent in 1989-90 Ihese dilfercntial com¬ 
modity inflation rates in a g>vcn period 
would imply varying inflation rates across 
the income classes. Morcovci, the variations 
m the comiiuxlity intlalion rates betwe-en the 
two peiiods would alter the paltein ol in¬ 
flation rale across the classes 

This papei analyses the pattern ol intla 
tioii in 1989-90 and 1990-91 and examines 
whether the 1990-91 iiiflatiun hurl the pool 
more. The exercise has three steps One. it 
assumes the same commodity specilic inlla- 
tion rales given in the IWonomiL Survey lor 
all cUrsses, evaluates intlalion rates lor 
each expenditure group using the weighting 
diagram computed from the 44th round 


(1988-89) National Sample Survey consumer 
expenditure data and estimates inflation 
ralc-expcndilurc (II ) function Two, it fits 
the loren/ curve to the expenditure distribu 
tion and estimates decile class specific per 
capita expenditure Three, it computes decile 
class specific inflation rates from the 
estimated IL liincnon 

Moot I AM) EsiIMAIION PK()( F tlllRf S 

I el q^^ be (he quantity of i''' item priced 
at p^i consumed by an individual with a 
given expeiuiilure y, in vear t I'he 
leispeycrs price index (or year l with base 
vcai o, (I,) IS given bs 


P,.. 9,, 

Inflation lalt r can be deliiied as 
I, - (1, - 1, ,)• 1, ^ It shows the rate of m 
c'lease in tlie value ol base year commodity 
bundle of the individual when prices used 
in the '-yliialK'ii arc changed Ironi those ol 
pciiod t ! lo I 

In (1). lollowing I ni'.el ( uise ^iialssis, 
q^, can be treated as a lundion o! total ex 
pendituri in the base seai, si/, v Hence r^ 
can be expiesscd <is 

(-> • (.v„» 

I qtialion (2) lepiesenls a cross section 
relationship between the lale ol change in 
coiisumci price index ol an individual bet¬ 
ween periods t I and l and total expenditure 

Fiouiit 2 


ol the individual in the base year. It can be 
seen that inflation is neutral if the slope of 
(2) IS zero and hurts the poor more it it is 
negative Eor the estimation procedure we 
specify the function as 

(-)) r, = ()„ -I d, y„ -I- dj yf, 

For estimating the decile class specific in 
flation rates from equation (3), we require 
per capita expenditure levels of the decile 
classes in the base year Mean per capita ex¬ 
penditure (y ) and Lorenz curve of the ex¬ 
penditure distribution in the base year are 
sufficient for estimating expenditure levels 
of decile elas.ses. We specify the Ixtrenz curve 
|see Kakwani (I98l)| as' 

(4) l.(p) - p - A p-fl p)'' 

Where I (p) is the share of the poorest p pro¬ 
portion ol population in the total expen- 
dituie and A. a and fi are parameters The 
expenditure level of the poorest p persons 
(Yp) is given by 

(“’I Vp - y L(pi/p 

EvtPiRit At Rbsui.rs I OR A: i -India 

I he methodology discussed in the 
prei eding section has been applied to the all- 
India rural consumer expenditure data ob¬ 
tained fnrm the 44th NSS round and the com¬ 
modity specific inflation rates compiled from 
the txonomu Survey. 1990-91 (Thble 1)* 
I he quantities ol ' ommodities supplied 
through the public distribution system and 
their prices have also been considered while 

INII AIION RaUS HS DK'lLt CLASSES IWO-91 


Figure 1 . Inflation Rates »y Decile Ci asses I 9R9-90 
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computing the inflation rates for the 12 NSS 
expenditure groups.’ 

The estiinaied inflation-expenditure func¬ 
tion (equation (4)) for Ji989-90 and 1990-91 
are presented in Table 2. As shown by the 
value of the R^s, the quadratic equation is 
able to explain more than 95 per cent of the 
inflation rate over the 12 NSS expenditure 
groups.* It IS observed that the slope of 

1989- 90 estimated equation is positive while 
tiiat of 1990-91 IS negative. Thus, these 
observations tend to suggest that the in¬ 
cidence of inflation was comparatively less 
on the poor in 1989-90 and was strilcingly 
more on the poor in 1990-91. This is under¬ 
standable since prices of essential commo¬ 
dities registered higher rates of inflation in 

1990- 91 (see Tiible I). In contrast, prices of 
essential commodities registered lower rates 
in 1989-90 and, consequently, inflation rates 
were lower for the poor. 

The parameters of Ixirenz function were 
estimated from the 44th round NSS data 
on consumer expenditure by regressing 
log(p - L(p)) on log p and log(l - p). Uible 3 
presents the estimated Ijorenz function 
Noting that the fit is good, we estimated the 
expenditure levels of the rural decile classes 
using equation (5) (Thble 3). 

Using the estimated inflation-expenditure 
function and the mean expenditure levels of 

TxBir. I ('oMMODiTv SPEcirn 
Inm AitoN Rat I S 


Sn C ommodity Inflation Rates 

Groups (Per Cent) 



1989-90 

1990 91 

1 Rice 

1.60 

13.36 

2 Wheal 

16.61 

48 91 

3 Other ceieals 

1.35 

26 79 

4 Pulses 

11.23 

10 81 

5 Milk 

4..50 

8 85 

6 Edible oils 

17 16 

32 67 

7 Meal 

6.27 

10 47 

8 Vegetables 

19 47 

17 68 

9 1 runs 

2 39 

25 04 

10 Sugar and gur 

13.06 

0.07 

11 Other food 

14 II 

17 86 

12 Fuel and light 

4 80 

14 40 

13 Clothing and 



footweai 

II 20 

740 

14 Other non-food 

9 48 

9 45 


Kalion 

Prices 

15 Rice 

1 62 

15 .54 

16 Wheat 

000 

14 55 

17 Edible oil 

0(X) 

7 71 

18 Sugar 

2 31 

0 00 


NoH'X ( 1 ) Inflalion rales ot commodity groups 
1 11 arc obtained Irom Table 6 7, 
tx iimirrm Survev, I99(> 9! These 
refer lo percciuagc changes (poiiil- 
ki poinl basis) in wholesale prices 
(n) InHation rates ol items 12-14 (poinl- 
to poir.i) arc taken from consumer 
price iiidcv lor industrial workers 
(Table 6 It), tx'onomic Survev, 
1990 9/) 

(III) lunation rates ot items 15-18 arc 
assumed to be same as those of their 
issue prices 


the decile classes, we computed the decile 
class specific inflation rates and the 
estimates are given in Tbble 4. The results 
clearly indicate non-neutrality of inflation; 


inflation rates varied significantly across the 
classes in both the periods. What is notewor¬ 
thy IS the shift in the pattern of inflation 
across the decile classes: the inflation rate 


Table 2. Inflation-Expenditure Equations 


Rural 


1989-90 

r ^ 4.3033 

■F 0.0119 Y 
(0.0011) 

- 0.00001 Y’ 
(0.000001) 
r3 = 0.9815 

1990-91 

r = 19.3119 

-0.0264 Y 
(0.0017) , 

-F 0.00003 Y^ 
(0.000002) 

R^ = 0.9862 

Urban 

1989-90 

r = 4 6263 

-F 0.01103 Y 
(0.0013) 

- 0.000001 Y* 
(0.000001) 

R^ = 0.9403 

1990-91 

r = 17.8667 

- 0.0138 Y 
(0.0015) 

■F 0.000007 Y^ 
(0.000001) 

R^ = 0.9578 


Note: Figures in parenthesis are standard errors. 


Table 3: Parameters of Lorenz Curves and Decile Class Speciftc Expenditure Lfvei s for 

THE YEAh 1988-89 
Lorenz Curves 


Rural 





UFg(p-l(p)) - 

- 0.6599 + 

0.9143 Log (p) -F 

0 5076 Log (1-p) 




(0.0080) 

(0.0092) 





r2 = 0.9995 


Urban 





Eug (P L(p)) - 

- 0 4273 + 

0.9681 Log (p) 4 

0.5315 Log (1-p) 




(0.0058) 

(0 0055) 





R^ 0.9998 



Decile Class Specific Expenditures 


Decile Classes 

Per Capita Expenditures (Rs 00.00 Per Month) 


Rural 


Urban 

1 

71.30 


90.91 

II 

95.02 


120,05 

III 

110.54 


145.28 

IV 

125.36 


171.55 

V 

140.86 


200.31 

VI 

158.12 


233.17 

VII 

178.68 


272.77 

VIII 

205.61 


324.75 

LX 

248.19 


406.02 

X 

434.83 


738.76 

All deciles 

175.10 


270.36 

Note Figures in parenthesis arc standard errors. 



Table 4: Inflation Rates for Decile Classes 





(Per Cent) 

ITecilc Clas.ses 

Rural 


Urban 


1989-90 1990-91 

1989-90 

1990-91 

1 

5.11 17.56 

5.57 

16.67 

II 

5.35 17.03 

5.85 

16.32 

III 

5.51 16.70 

6.09 

16.03 

IV 

5.65 16.39 

6.32 

15,73 

V 

5.80 16.09 

6.57 

15 41 

VI 

5.% 15.77 

6.83 

15.07 

VII 

6.14 15.40 

7.14 

14.68 

VIII 

6.37 14.95 

7.51 

14.21 

IX 

6 69 14.32 

8.02 

13.55 

X 

7.73 12.62 

9.18 

11.96 
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tended to be positively related to total ex¬ 
penditure in 1989-90 and inversely related in 
1990-91 (see Figures I and 2). The results 
also show that in contrast to 1989-90 rural 
classes experienced higher rates of inflation 
as compared to their counterparts in urban 
areas. This is understandable since food- 
grains account for a large share in the budget 
of the rural consumer.- Nevertheless, rural- 
urban differences arc less in magnitude com¬ 
pared to inter-class differences. 

It should be particularly noted from Ihble 4 
that in 1990-91 the bottom 30 per cent of 
the rural population experienced an infla¬ 
tion rate of 17.1 jier cent and the correspon¬ 
ding urban population experienced an infla¬ 
tion rate of 16.3 per cent. Thus steep in- 
crea.ses in the prices of food items goods 
contributed to the high inflation rate ol the 
poorest classes It is worth pointing out that 


the supplies of PDS could not contain the 
price rise at a modest level because of poor 
targeting as well as the upward revision of 
issue prices of wheat and rice in 1990-91. 
Would the increase in the nominal expen¬ 
diture of the bottom classes neutralise the 
effect of inflation on their real standard ol 
living? We do not have a definite answer to 
this question since the data on expendituic 
distribution in 1989 90 arc not available 
However, we are not optimistic that the 
nominal expenditure of the poor would have 
increased sufficientlv to ncutialisc the eticct 
ol tnflalion since the wages of casual laboiii 
arc not indexed 


>ot«-i, 

I N Kakwani. ‘Wcllaic Measures An Interna 
lional Comparison’, lourmil oj DnelopmenI 


Economics, Vol 8, 1981, pp 21-45. 

2 The commodity inflation rales are based on 
wholesale prices, not on retail prices since 
data on the fatter are not available. However, 
commodity inflation rales computed from 
wholesale and retail prices may not differ 
much since their movements are cotlinear 

3 I he 42nd round NSS data contain informa¬ 
tion on the quantity shares of PDS in the 
c -nsumption of rice, wheal, edible oil, and 
sugar b> fraclile classes. 1 hese arc assumed 
valid tor the 44lh NSS round 

4 We h.ive also tried the following alternalive 
spci ificdliori lj)g r^ - t d| log y + 
t),(l V) Since the results arc almost similar 
lo those ol quadratic form we have not 
rcporied them 

' It should be noted dial IikkJ price rise would 
increase the lood producers’ income This 
siudv has not considered these gains and is 
confined to the changes in the costs of con¬ 
sumption bundles 


A Theory of Industrial Exit 

Hannan Ezekiel 

This paper attempts to present a theory of industrial exit derived from an economic analysis of the exit problem 
in terms of employment. The elements of an industrial exit policy that deals directly with the problem of 
unemployment emerge clearly from this approach. 


1 

THfc i.ssue ol industrial exit has been the 
subject of controversy in many developing 
countries for many years. It is of special 
importance in India and a few other Asian 
countries, which have followed negative exit 
policies for some decades, but may become 
etjually important in other developing coun¬ 
tries as they embark on new programmes ol 
rapid industiial development. As increasing 
emphasis is placed on competitiveness ol 
industries and on efficient use of national 
resources, the ncxxl to develop .senind policies 
on industrial exit has acquired inci'casing im¬ 
portance. T he stakes are high Therefore, the 
need lo give this issue careful consideration 
has become particularly urgent 

The discussion below is framed in terms 
of resources, without reference lo then 
ciwnership. It is also framed in terms ol 
actions that need to be taken without 
reference to who should take them It is, 
therefore, neutral to the question of the role 
of the public sector. In many cases, govern¬ 
ment action may be necessary, but this may 
be formulated so that the government does 
not Itself carry out the needed actions but 
merely facilitates them by appropriate policy 
changes and actions. 

II 

The term industrial exit is the obverse of 
the term entry into industry. It refers to the 
right or ability of an industrial unit to 
withdraw from or leave an industry, or in 
other words to close down. The issue arises 
in general in connection with what have 
come to be called sick industries. 


By delTnilion, sick industries arc those 
which make losses ITicse lo.sses are not lein- 
porary losses that could be expected to 
desappear with some change in the economic 
environment. On the contrary, they arc more 
or less permanent and are so fundanientai 
that they aic not likely lo be eliminated 
easily In the normal course, sucti units 
would be closed down or would at least 
undergo extensive resiructuiing lo modernise 
equipment, elimmate operations oi activities 
that are parliculaily unprofitable and cut 
staff Howcvei, in the situatron prevailing in 
India, sick iiniis icinain in cxisience as sick 
units This IS because they- are neither allow¬ 
ed to close down ncu to cut staff and lake 
other measures in order to cuie their 
sickness. 

Sick units in India thus continue to remain 
in existence while their capital is eroded and 
ultimately disappears completely. In many 
cases, subsidies from the public treasury aic 
poiired in to cover their losses. If such units 
arc in the private sectoi, they may be taken 
over by the central oi slate governmenl,s. For 
such units as well as those in the public sec 
lor that are sick, it is irrelevant whether an 
actual subsidy is provided or not In either 
case, the treasury suffers an equal drain of 
us resource. 

There is ol course a reason for not allow¬ 
ing such industries to close down or carry 
out the restr-iciuiiiig that is necessary for 
them to become profitable again The ef¬ 
fect ol such actions—indeed, their very 
objective—is to throw out ol employment 
some or all of 'he workers who are currently 
employed in those Industrie;.. Therefore, it 
IS clear that to allow such actions would be 


lo permil the creation of a corresponding 
volume of unemjtloyment 

ll IS not surimsing that the strongest op¬ 
position lo such .steps comes from organis¬ 
ed labour, fhe opposition also comes from 
elsewhere, ai least in pan liom those who 
see political dilficulties in antagonising 
an important, vocal and highly visible 
consliluency 

Flowevei, It would be wrong lo treat the 
pii'iblein as primarily a political one This 
IS because unemployment is indeed the most 
serious problem facing the country, so that 
any policy or programme that adds to it 
.hould not be easily accepted. This means 
that the seaich lor a .suitable industrial exit 
policy lor sick mdustiics can only be car¬ 
ried out within a theoretical framework that 
treats employmeni as a critical objective of 
pohc’y 

III 

In this paper, an attempt is made lo pre¬ 
sent an employment-based theory of in¬ 
dustrial exit This IS derived from an 
economic analysis of the industrial exit pro¬ 
blem in terms of employment. The elements 
ol a proper industrial exit policy that deals 
directly with the problem of unemployment 
emerge clearly from this theory. 

A beginning in the direction of for¬ 
mulating such an employment-based theoiy 
of industrial exit can be made by drawing 
a distinction between temporary or ‘relieP 
employment and permanent, regular or ‘nor¬ 
mal’ employment. The essential distinction 
between relief and normal employmeni must 
he in the productivity of such employment. 
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Relief employment is that employment in 
which the marginal productivity of labour 
is below the wage or is actually negative. The 
net contribution of labour in such employ¬ 
ment. i e the value of the output less the 
costs of all other inputs, is below the 
remuneration of labour or may even be 
negative In contrast, in normal employ¬ 
ment, the net contribution of labour after 
deducting the costs of all other inputs from 
the value of the output is equal to or greater 
than the remuneration paid to labour. 

For this purpose, as a first principle that 
may need elaboration later, the output must 
be valued at market pria-. and all other costs 
of production must also be taken at market 
prices. It follows that subsidies, depending 
on their nature, must not be included in the 
value of the output or must be added back 
to the costs of non-labour inputs before 
calculating the net contribution of labour. 

When the net contribution of labour is 
less than the payment made to it, the 
resulting employment should be correctly 
treated as relief employment. The difference 
between annual labour costs and the net an¬ 
nual contribution of laboiii is equal to the 
subsidy that has to be paid in order to main¬ 
tain the given volume of employment in the 
sick industry. This subsidy may be explicit 
or implicit. In either case, resources are used 
up in maintaining the given volume ol 
employment. 

Resources are also needed for creating 
normal employment Thorelore, if resources 
are used to create relief employment, they 
are not available for the creation of normal 
employment. This is the classic economic 
problem of alternative uses of scarce 
resources. It can be put in the form of a 
trade-off between the normal cmploymein 
that can be created with the resources ob¬ 
tained by giving up a given volume of relief 
employment on the one hand and the 
volume ol relief einployineiit ihai can he 
maintained by eonlinumg (he subsidy on ilie 
other. 

IV 

The re.sourccs used lo sustain presem 
employment in sick indusliies lepiesen' a 
subsidy lo them, while if these resources aie 
used to set up competitive new industries 
they would repicscni iiivc.st inent in tlicm 
Therefore, it seems likely lhal the volume ol 
employment that is created in conipetilive 
new industries with the resources rclca.sed bv 
stopping the subsidy to sick industries will 
be smaller than the employment that was 
sustained by the subsidy in those sick in- 
dustries and is now lost It is this difference 
in employment that is so troublesome m an 
economy with a serious problem of 
unemployment. That ditlereiice also pro¬ 
vides the underpinnings ol pa.st industrial 
exit policy in many counliies, though not 
always so explicitly or consciously 

This difference between the nature of the 
two uses of resources leads to another dif¬ 
ference between the two (hat is critical. 


though this is rarely recognised. The effect 
of a subsidy on employment is temporary; 
the effect of investment on employment is 
permanent. 

A subsidy sustains a given volume of tem¬ 
porary employment in a sick industry for 
one year. It has to be provided again in each 
year thereafter merely to maintain that level 
of employment. No matter how many years 
pass with the subsidy being provided at that 
rate to the sick industry, the volume of 
employment remains at the same level and 
the subsidy is still required in the following 
year if the employment is to be maintained. 
If the subsidy is stopped in any year, the level 
of employment falls to zero. 

Investment creates a given volume of per¬ 
manent employment in each year in which 
It is made. As a result, as that much invest¬ 
ment IS made in each year, the level of 
employment rises cumulatively over lime. If 
the investment is stopped in any year, new 
employment generation slops, but the level 
of employmeni already achieved remains un¬ 
changed thereafter 


V 

These dillerences between a subsidy and 
investment, taken together with the fact that 
the same resources can be u.sed as cither a 
subsidy or an investment, provide a basis for 
ail cmploynient-orienled theory of industrial 
exit I he symbols thal are used for different 
variables m this s(x:tioii and the relationships 
between them that are established as a basis 
for ihc iheorciical framework for an in¬ 
dustrial exit pohev aic set out m sumiiiaiy 
form in Statement 1. 

Suppttsc lhai a certain amount of emplov 
ineiil Y IS sustained in a sick indusiry by an 
annual subsidy of (J The subsidy pei 
worker, a, is equal lo Q/Y. .Suppose now that 
Ihc sick iiidusirv is closed down and ihc 
amouni ot annual subsidy thus released, Q, 
IS used lo SCI up new sustainable industries 
with an emplov mcni generation of X In the 
new su.stainahle induslnes. the capital re¬ 
quirement per worker, b, is equal lo Q/X 
1 he ratio of ilic employment created in the 
new indusliics lo the empkiyment forgone 
III the sick mdii'.lry tbal is closed down is 
-X V ll can be siiown lhal tins is equal to 
a b 

ll has been noted itiai invesiment in Ihc 
new indusliy s icalc- pcimancnl |obs, while 
tile subsidy III tlic sK k 'iidusli y only sustains 
those jobs tor one year I'he investment of 
U 111 suslaiiialilc new industries eveiy year 
Ihcicioic raises total employment cumu¬ 
latively over nine, whereas ihe equivalent 
subsidy would only have sustained the given 
amouni ol employment siver the years. On 
the assumption thal theie arc no lags in 
employmeni gciicralion when resources are 
traiisleired from sick industries to .sus¬ 
tainable new mdustiies, the cumulative total 
of employment in the new indu.viries in the 
vear 1 will be equal lo tX. The volume of 
employment in the sick industry forgone in 
the year I is only Y In year t, the ratio of 


the cumulative total of employment in new 
industries to the employment forgone in sick 
industries is equal to t(X/Y), which is equal 
to t(a/b). 

To understand the i elation ship between a 
and b, it is important to remind oneself that 
while b is the investment per worker in the 
new industries, a is the subsidy per worker 
in the sick industry As already noted, this 
indicates (hat a, (he subsidy per job in the 
sick industry is probably smaller than b, the 
investment per job in the new industry, 
1 e, a b, or a/b.<; I. This implies that X, the 
employment generated by investing in new 
industries of an amount equal to the sub¬ 
sidy in the sick industry in new industries, 
will probably also be .smaller than Y, the 
employment sustained by the subsidy in (he 
sick industry, i e, X Y or X/Yz. 1, 

This implies that even with no lags, Ihe 
.shifting of resources fiom sick industries to 
new indusincs is likely to result in some im¬ 
mediate uiiemplovmenl. However, since 
employmeni in the new industries grows 
cumulatively, this unemployment will get 
wiped out in due course ll is important to 
know how long it would take tor this to hap¬ 
pen, I e, for Ihe cumulative total of employ¬ 
ment generated in new indusiries lo equal 
the employment forgone in the sick in¬ 
dustries or foi tX - Y It can be shown tl’al 
this will happen when t ^ b,'.i- The higher 
the ratio b,'a, the longei the period required 
for the iiiilial unemployment (o be offset 

Total permanent employment will con¬ 
tinue to rise over lime even after it has 
become equal to the employment lorgone 
With the passage of time, it will become a 
continuously using multiple, n, of the 
employment lorgone, when.' n - t(a/bi The 
level of permanent employment generated 
will be equa: to n tunes itie temporaiy 
employment when t - n(b/a) 

The assumpliuii that (hcic is no lag bet¬ 
ween the loss ot employment in the sick in- 
dusti les thal aie closed down and the geiicra- 
lioii of employment in the new industry's 
from the annual investment thus made po.ssi- 
ble may now be droppcxl. If Ihe lag. which 
IS unlikely lo be mote lhan two or three 
years, is symbolised by c, the initial 
unemployment caused by closing down the 
sick industries will be olfset by the 
cumulative toiai of employment in the new 
industries when t = c b/a. Allowing for 
lags, n, the multiple of toial permanent 
employment to the temporary employment 
forgone, will be given by n = (a/bRl - c) or 
permanent employmeni generated will be 
equal to n times the temporary employment 
when t = c -t n(b/a). 

VI 

Strictly speaking, in year t, the ratio of 
the cumulative total of employment in new 
industries generated by investing the annual 
subsidy saved by closing down a sick in¬ 
dustry to the employment lost by closing 
down the sick industry is not given by the 
simple product, t times a/b (or t times X/Y). 
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It will be greater than that. This is because 
the cumulative total of employment in such 
new industries is not given by t times X, but 
will be larger than that. Investment in viable 
new industries generates an investible surplus 
annually which in turn produces a cor¬ 
responding effect through continuous 
reinvestment. This is what produces the com¬ 
pounding effect that is so important a pan 
of the development process over a period of 
time. Since the investment that is made 
possible by the closing down of the sick 
industry is made annually, and each such in¬ 
vestment generates such an investible surplus 
ill each year on a compounded basis, the 
cumulative effect is similar to that produc¬ 
ed by a cumulative bank deposit. 

The result can be shown by using a 
modified version of the formula presented 
by efittinger (Fx-onomu Analysis oj 
Agricultural Projects, Second Edition, Johns 
Hopkins University Press, Baltimore, 1984, 
p 432). If the subsidy that is saved by closing 
down the sick industiy is invested at the 
beginning of each year in new viable m 
dustries generating surpluses lor reinvest¬ 
ment, the cumulative total new investment 
at the end ol year t is given by Q multiplied 
by a factor R, such that for t .> 1, R >t It 
can be shown that 

R - |((l -t !)'•' l)i/rj I 
If there is a lag. c, between investment and 
the '•ommencement of surplus generation, 
this lag would have to be deducted from t 
to get an accurate result All that is necessary 
IS to replace t in the loirnulu by l|, wheic 
t, . t - s 

Total ins'esiineni in new viable industiics 
in year t is then given bv 
Q, =- QR 

Therefore, tolal einplovnieiil in new viable- 
industries in year i is given bs 
X, - XR 

Instead of the raiio ol total employment 
in new viable indusinev in veai l lei the 
employment lost in the sick industry being 
given by X^/^ l(a/b), il is then given by 

X/Y K(X/V) 

- R(a.'b) 

As a le.sult ol the compviunding el feci 
incorporated m R, this factor will, with the 
passage of lime, become steadily larger than 
the simple faeloi I. Theicfore, instead of 
cumulative total employment rising linear¬ 
ly by a constant amount in each year, it will 
rise by that amount plus a compounded 
return that depends on the surpluss's for 
reinvestment that are generated in the viable 
new industries. No such surpluses are 
generated in the sick industries, which 
require a subsidy for mere survival. 

VII 

The theoretical framework that has been 
developed so far can be applied very easily 
to a situation in which a sick industry can 
be made well by a reorganisation or restruc¬ 
turing that involves the dismissal of a pro¬ 
portion of the workers employed in it. In this 


situation, the proportion of workers in the 
sick industry who are dismissed may be 
designated by k, so that the number of 
workers dismissed would be equal to kY 

The subsidy per dismissed worker in a 
restructured industry would then be given 
by a, .= Q/kY. Since k <" I by definition, it 
follows that for any industry that can be 
restructured, the subsidy per worker will be 
largei if the industry is restructured than il 
It IS closed down, i e, a, > a. At first sight, 
this seems to suggest that wherever restruc¬ 
turing, which involves dismis.sal of only part 
ol the labour employed in the sick industry, 
IS possible. It IS necessarily desirable. 

However, such restructuring of an in¬ 
dustry may in many cases involve additional 
investment in it It is necessary to determine 
whether restructuring is justified even when 
additional investment is required to bring it 
about. Such investment does not differ in 
essence Irom investment in new viable in¬ 
dustries It should be treated as such. 
Theicforc, a value foi b^ should be com¬ 
puted foi such investment in the same way 
as a value lor b v^ould have been computed 
lor investment in a new indu.stry. 

A decision on restructuring in such cases 
should then be posed as a choice between 
two options. (I) closing the industry down 
so as to eliminate the entire labour force and 
investing the subsidy in a new industry to 
yield the ratio a/b, or (ii) eliminating only 
a part of the labour force and investing to 
the extent requiral in the restructuring ol the 
industry to make the remaining employment 
viable to yield a different ratio a|/b,. 

Tor any given sisk industrial unit under 
consideration a^sa Also, it is possible 
that b, < b because fhe investment required 
in the cMstiiig indusiiv 'o make it well would 
combine with the csisting investment in it 
Therelore, it seems likely that a,/b|> a/b 
When that condiiion is satisfied, the con¬ 
clusion follows that any investment that is 
necessary to carry out a restructuring of a 
.sick industry is fully justified 

Further examination is necessary if this 
condition is not satisfied. There arc twc) 
rca.sons why lesiiuctunng may be justified 
even in these cases. One, a,, the subsidy per 
job lost in the sick industry that is restruc¬ 
tured will in sucti ca.ses tend to be high. IWo, 
once the mvesimciit in the restructuring is 
completed, the saved subsidy can be fully ap¬ 
plied to new industries that have a Ipw b or 
investment requirement per worker, so that 
the a/b will be high in all subsequent 
years 

However, the failure to satisfy the condi¬ 
tion may occur m industries that are heavily 
capital-intensive. In such cases, the subsidy 
per dismissed worker may be large whether 
the industry is closed down or restructured 
At the same time, the investment per retained 
worker that is required to carry out a suc¬ 
cessful restructuring may al.so be large. As 
a result, the a/bi ratio for a restructuring 
may turn out to be quite small and indeed 
smaller than for a complete closure and new 
investment. For such industries, it may be 


worthwhile to shut the industry down tatno- 
than to try to restructure it. Though the in¬ 
itial loss of employment would be larger, the 
initial investment of the saved subsidy would 
under these conditions be itself put to bet¬ 
ter use in terms of employment if it is made 
in new industries. 

VIII 

This analysis shows clearly that a sound 
industrial exit policy based on the theoretical 
framework that has been set out must 
ultimately create a much larger volume of 
employment over a period of time. The more 
employment-oriented the new viable in¬ 
dustries in which investment is made, the 
faster this employment will grow. Since in¬ 
vestment equal to the amount of the sub¬ 
sidy i» possible every year once the sick 
industry is closed down and since such 
investment has a compounding effect 
because it generates additional investible 
resources every year, it should not be sur¬ 
prising that the cumulative volume of 
employment that is generated by such invest¬ 
ment could, in a decade or two, become a 
substantial multiple of the employment 
forgone in the sick mdustnes. The longer the 
period involved, the larger this multiple will 
become. 

However, the analysis also shows that an 
industrial exit policy based on this approach 
will tend to result in some immediate fall in 
employment. Even without lags, some years 
mast pass before the employment that is lost 
III the sick industry that is closed down is 
fully offset by regular permanent employ¬ 
ment generated in the new industries in 
which investment is made. One may hazard 
a guess that, depending on a, the subsidy per 
job in the sick industry and b, the investment 
|xir job in the new industry, this period may 
be between two and five years. Any lag. say 
two or three years, will get added to this 
period, making it even longer. 

Assume that initially sick industries for 
closing down and new industries for invest¬ 
ment are chosen in such a way that together 
they yield a relatively high a/b ratio. Then, 
without lags, a period of say only two years 
may be required for the loss of employment 
to be offset Assume also that great care is 
taken to keep the lag as short as possible, 
say one year. This will mean that within the 
narrow confines of the industries involved 
in the implementation of a new industrial 
exit policy, there will be a dip in employment 
for about three years. If, as is likely, a pro¬ 
gramme for the elimination of sick in¬ 
dustries IS implemented gradually over a 
period of time, the aggregate dtp in employ¬ 
ment will be smaller but will persist over a 
longer pieriod of time relative to the employ¬ 
ment that would have existed without the 
programme. 

Some part of the unemployment may be 
ollsci by employment in construction activi¬ 
ty lor the new industries that are to be set 
up However, in the first year or two for each 
stream of investment made possible by the 
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closing down of a sick indusiry, there may 
be little construction if the buildings uf the 
sick indusiry can be used to house the new 
industry, later, new construction will be 
essential. The construction employment 
generated in this way can be added as a con¬ 
stant amount to the growing volume of 
employment resulting from the annual 
investment of the subsidy saved However, 
the initial dip in employment will remain. 

There is of course no real reason why the 
employment effects of an industrial exit 
policy should be considered only within the 
narrow domain of the units affected by it 
directly. The adoption of a sound industrial 
exit policy is part of an overall employment 
policy. Therefore, its consideration need not 
be separated fiom the employment effects 
of general industrial investment. A relatively 
sm''ll reduction in the average capital re¬ 
quirement per viable job m connection with 
this much larger total volume of new 
industrial investment in the country would 
produce a spurt in the growth of industrial 
employment in general and thus bring about 
a radical change m the entire employmeni 
picture. It would be much easiei to accept 
a dip m employment within the narrow do¬ 
main of industrial exit policy if the overall 
investment strategy is made much more 
employment-oriented than it is now The 
spun in employment resulting from this 
change III overall strategy would also ensure 
that the dip in employniciit would be only 
temporary and would not continue ovei the 
entire period during which the new industrial 
exit policy IS being impleincntcd 

A similar stateincni can be made about 
foreign investment polic 7 . A fundamental 
change in policies relating to foreign invest¬ 
ment that results m a radical change in the 
volume of foreign investment tould gcneiatc 
a sharp increase in employment m the 
economy that would make the aggregate dip 
in employment resulting from a new in 
dustrial exit policy much easier to swallow 
A sound industrial exit ikiIicn' mav itself pio 
ve to be a powerful incentive loi toieigii 
investment 

1\ 

It IS possible that the dip in ein|<loynient 
resulting from the implementation of a 
sound industrial exit policy, though impos¬ 
ed on a rising total, may la.sl lot a faiiiy long 
period of time This dip will be .smaller to 
the extent of the construction employment 
generated by each senes of new investments 
made possible by the closing down ol a sk k 
industry However, because ol the availabili 
ly of buildings housing the sick industries 
that are closed down, this may not be 
available exactly when it is rcsjuired to offset 
the dip, that is in the fust couple ol yeais 
after the sick industrv is closed down 

It IS possible that, bs appropriate 
modifications m overall industrial invest 
mem policy, this dip mas be made tairly 
short However, it seems ceitain that some 
dip in employment foi some pcricid ol tunc 


will indeed occur. There is the separate ques¬ 
tion about individual employees of sick in¬ 
dustries, who may suffer in the process of 
the implemeniaiioti of an appropriate in¬ 
dustrial exit policy. 

The general dip in employment may 
require some measures of relief. Relief may 
also have to be provided to the specific per¬ 
sons who lose their jobs when sick industries 
are closed. Various measures can be con¬ 
sidered in this connection. Retraining where 
ncccs.sary and pnoiity in getting jobs in the 
new industries set up are obvious measures 
of this kind Minimum sustenance during 
the interim period may have to be provided. 
Most ol these necessary measures would 
lend to have costs These costs may appear 
to reduce the benelits flowing to the 
economy from the closing down or restruc¬ 
turing ol sick industries and to bring about 
corresponding mcrea-ses m the length of lime 
required toi peimancnt employment 
generated in new industries to offset the lo.ss 
ot employment in the sick industry that is 
closed down. It is important to try to til this 
issue properly into the theory. 

This can be done by bringing into the 
theory a type of resource that has not been 
considered so tar When a sick indu.siry is 
closed down, some part of its as.sels remain 
usable and have a value. Land, roads, office 
buildings and equipment, factory buildings 
and .some of the equipment such as aircon- 
dilioiiing, heating, etc. that makes the 
building operational, cafeterias and other 
facilities for workers, power supply equip¬ 
ment and engines or motors, transportation 
equipment, and material handling equip¬ 
ment, all these are generally not specific u> 
the particulai industrial unit and can be used 
in setting up new industrial units In some 
cases, the land itself may he extremely 
valuable m other uses and can generate 
siibsianiial resources it proper tax and oihei 
ai rangenienis are made to en.sure that these 
jio lullv realised. It would not be possible 
to retain the machinery and equipment that 
IS spccilic to the production process in the 
sick industry, but even this would have at 
least a scrap value 

Very rightly, this resource has not been 
consideied m looking at the capital rc- 
quircrneiils ol new iiidusirial units in which 
irivcslmeiil would become possible as a result 
ol a new industrial exit policy. This is 
because unlike the subsidy that is saved, this 
resource is asailable only once. However, it 
in lad bevomes available only because of the 
closing down ol the sick industry. Besides, 
It inav even be larger in absolute terms than 
ilie stibsulv I he total value of such resources 
released by (he closing down of sick in- 
diisirics mav in riianv cases be more than 
suriiciciii (oi I he pui [X)se of providing relief 
and liaiiimg lo itic workers dismissed from 
such industries In the aggregate, i c, con¬ 
sidering all the indiisiries that are clo.sed 
down, some resources may even be left over 
lor investment, though only once. 

It will be seen that such retiicvable assets 
also exist m industries that are restructured 


In the discussion of restructuring of in¬ 
dustries (section VII above), only the addi¬ 
tional investment required was taken into 
account. However, the retrievable value of 
assets in industries (hat can be restructured 
can be treated in the same way as they are 
in industries that are entirely closed down. 
This would require the assumption (hat all 
workers even m such industries are dismissed 
and the retrievable value of the aiisets in that 
industry plus some additional resources are 
invested in the restructured industry to yield 
the volume of employment that is retained 
in It. Since the investment in the restructured 
industry would in the analysis then include 
acquisition of the retrievable value of its 
as.sels, these resources would become 
available in exactly the same way as they 
would in industries that are completely 
closed down 

1 here are issues here of the ownership of 
the assets in the industries that are closed 
down or restructured The.sc can be resolv¬ 
ed by considering them in relation to the 
benefit of the subsidy that is saved annually 
because of the adoption of the new in¬ 
dustrial exit policy The overall picture of 
resources saved and the use of such resources 
for investment and tor relief and letrainmg 
remains the same. It provides the theoretical 
basts for the adoption ol a sound industrial 
polic 7 - 

Simimim I 

Symbols and Keldlionships 
V I mploymeni in sick industry 

0 Subsidy to sii. k itidiiylry 

.1 Q, Y 

Subsidy pet woikcr in suk 
indusiry 
Y, . Y 

Tolal empkiymcnl in year t in 
sick indusir) 

-X Eniplciymenl in new industry 

O Investment in new indiisirv 

b - Q, X 

Inveslincnt per woikei in ness 
indusirv 
X, I.X 

lolal employmeni in year l ip 
new mdusiiy 
X/Y - a'b 

Ratio ul annual ernployiuciil 
generated in new industries to 
employmeni forgone in sick 
indusliy 

l(X/Y) • l(a/b) 

-- Ratio in yeai I of simple 
cumulative total of employ¬ 
meni generated in new in- 
dusiiies lo employmeni 
forgone in sick indusiry 
k Proporiion of workers 

dismissed in restrucluicd 
industry 

for iX - Y, or tX/Y ■ I. i c, for the 
cumulative total of employment gener.iled in 
new industries to be equal to employmeni 
foigone m sick industry 
1 b/a 

1 or iX/Y - n 
1 -- n(b/a) 
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This theoretical framework focuses atten¬ 
tion on the critical elements of an industrial 
exit policy. As indicated earlier, [Section I] 
such a policy must of course be formulated 
by the government, but this does not mean 
that all the actions specified must be taken 
by government. Rather, in most cases, it may 
be better for the government to create the 
conditions under which these actions arc 
taken by the private sector. The elements of 
an industrial exit policy set out below must 
be considered in that light. 

Consider first,a, which is the subsidy per 
worker in the sick industry This is properly 
treated as given for any particular sick in¬ 
dustry. However, there are many different 
sick industries in the country. These are 
likely to show widely different values for a. 
From an employment point of view, the 
higher the value ot a, the greater the 
desirability of closing the industry down and 
releasing ihe resources tied up annually in 
the subsidy. It follows that the first task in 
implementing an industrial exit policy on the 
basis of the theoretical framework is to rank 
sick industrial units by their a values. 

The second variable to be considered is 
b, the investment [ici worker required in new 
siislainable industries Once again, this will 
vary for different industiies, all of which 
may be sustainable in the long run I rom 
an employment point ol view, the lower Ihe 
value ol a" new industry’s b. the gieater the 
desirability of investing in it with the 
resources released by closing down sick m 
dustries. It follows that the critical task , 
to rank potential new sustainable industries 
by their b values, except that the tanking 
would have to be inverse or from the lowest 
to the highest. 

This piocess will yield both an order ol 
industiies to be closed down and an oidei 
of new industries to be set up It might ap 
pear that it sick industries are to be closed 
down and new indusliies set up in aecoi 
dance wnh these rankings, this could be 
done by establishing a descending senes ol 
a/b ratios, including such ratios for in 
diistncs that might be resiruci iircd However, 
this IS not in tact possible bc'causc ol the very 
different nature of the subsidy to sick in¬ 
dustries and investment in new viable 
industries. 

It IS true that for any given sick industry 
to be closed down, the values of Q, the 
subsidy, and Y, the number of workers who 
would get dismissed, are known, so that the 
value of a( = Q/Y), the subsidy per worker, 
can be calculated. However, once these in¬ 
dustries are closed down, the total subsidy 
saved from such industries becomes available 
for investment in every year thereafter 
Therefore, the value of b ( = Q/X), the in¬ 
vestment per worker in new industries, will 
have to be determined afresh in each year. 
Rankings of new industries by their b ratios 
may change over time and new industries not 


previously considered may enter the lists of 
those to be considered. What matters is that 
the average b ratio of the new industries to 
be set up every year with the subsidies that 
are saved is kept as low as possible. Invest¬ 
ment per worker should also be kept as low 
as possible for the reinvestable resources on 
a compounding basis that are generated 
from the new industries that are set up. 

A new industrial exit ixilicy based on the 
theoretical framework presented here should 
also have a few other elements. It should try 
to keep the value of c, the lag between the 
initiation and fruition of industries, a.s short 
as possible. This is of course desirable for 
all new investment in any case. The new 
policy should try to recover and reuse as 
large a proportion ax possible of the non¬ 
specific assets of the sick industries that are 
closed down and also recover the maximum 
scrap vlue of any non-usable specific asset 
Dismi.s$ed workers should be given first 
priority m obtaining comparable jobs in new 
industiies—not only those that arc set up 
with the iiubsidies saved, but all new in¬ 
dustries. Relief and retraining should be pro¬ 
vided to the extent needed. Pan of the value 
ol the assets of sick industries after they arc 
closed down should be allocated lo this task 
For industries that could possibly be 
rc.structured with additional mveslmcnt, two 
points need lo be made Ol eouise, as 
already indicated, the subsidy per dismiss- 
ed worker should be compuied for sorri- 
parison with the invcslrncnl per worker in 
sustainable industries However, loi the pur¬ 
pose ot ealeulaling ti,, the investment pci 
worker tor the initial investment. Ihe 


retrievable value of the assets of the existing 
unit should be added to the additional in¬ 
vestment required. This is because this 
retrievable value would be retrieved in any 
case if the industry is closed down complete¬ 
ly. It is on this basis that the calculated ratios 
for a,/b, for restructuring and a/b for clos¬ 
ing down should be compared in making a 
choice between the two. 

As a result of the adoption of such a new 
industrial exit policy, the cumulative com¬ 
pounded employment after a decade or two 
should become a relatively large multiple of 
Ihe employment that would otherwise have 
been maintained in sick industries. The costs 
of necessary relief and retraining measures 
should be offset against the retrievable 
resources from industries closed down or 
restructured, as has been shown above. It is 
possible that for all types of sick industries 
taken together, these costs may be less than 
the resources that arc retrieved in this 
manner 

Finally, consideration should be given to 
making two changes in broader economic 
policies One, all industrial investment 
should be moreemployment-intensive than 
It i.s now Two, foreign investment policy 
should be recast so as to encourage a massive 
increase in it 

The country in general and labour in par¬ 
ticular should gam heavily :n the long run 
from such an industrial evil polic 7 based on 
the theoretical Iramework that has been set 
out and indeed may not have to bear any 
burden in the short run, except that Ihe 
workers involved would have lo lake retrain¬ 
ing and shill jobs 
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1991 Tamil Nadu Elections—Issues, Strategies 

and Performance 

R Manivannan 

This paper analyses Tamil Nadu politics through the prism of the 1991 elections against the background of 
the political tradition of the state, the social dynamics of politics, and people’s orientation to political and social 
change. It is only against such a background that actors and actions can be located and the significance of the 
vote in the 1991 elections analysed. 


THt meaning of vote in the 1991 elections 
in Tamil Nadu can be studied only in us rela¬ 
tional context; it docs not have any absolute 
significance A hypothetical question often 
raised concerns the possible outcome ol the 
elections had Rajiv (jandhi not been 
assassinated. It should, however, be pointed 
out that the poll prosjieci of the All India 
Aana Dravida Munnetia Ka/hagani 
(AIADMKJ-C’ongrcssfl) combine appeared 
good even before the assassination; it was 
widely felt that the alliance had all the 
chances of obtaining a clear majority. There 
were clear indications of the resurgence ol 
populist politics in the .state for the first time 
since the demise ol the charismatic 
AIADMK leader, M Ci Kamachandran 
There was every likelihood of a repeat per¬ 
formance ol the 1977 state elections, this 
time under the leadership of Jayalalitha 
However, there was no sign of a wave rising 
against the Diavida Muiuietra Ka/hagani 
(DMK) parly, although jiopular annoyance 
at us misrule was undoubtedly becoming 
cicaret as the elections approached The 
assassination ol Rajiv (iandhi simply turn 
cd the developing antipathy into an outright 
rejection ol the DMK 

The purpose of this paper is to analyse 
Tkmil Nadu politics through ihe prism ol the 
1991 elections in the state against the 
background of the political tiadition ol the 
state, the social dynamics of jxilitics, and 
people’s orientation lo political and social 
change. Il is only against this background 
that actors and actions can be UKated and 
the signiHcance of the vote in the 1991 lamil 
Nadu elections analysed 

BACKIiRDI'NI) 

Ikmil Nadu politics has undeigonc three 
major phases since 1947- the Congress cia 
(1947-47), the rise of Dravidian politics since 
1%7. and the emergence of populist politics 
since 1972 as a consequence ol the decline 
in the Dravidian movciiient. Thmil Nadu 
politics IS now passing thiough a more 
authentic transition. 

The distinctiveness of the party system 
during Ihe first two phases may be explain¬ 
ed in terms of the social, economic, cultural 
and linguistic identities of political parties 
Traditional, social and economic cleavages 
meant a sharp polarisation of Thmil socie¬ 
ty into caste and class format ion.s. The land¬ 


ed class and the uppci castes have often 
lorrned a loose coalition striving for com¬ 
mon political objectives They constituted 
the traditional jxilitical base of the Congress 
parly. The Dravidian movement, on Ihe 
other hand, diew its early sustenance from 
the predominantly poor, lower castes, who 
cmciged as a touiuerforce to Ihe old order 
III .social, economic as well as cultural 
linguistic lei ms' The growth ol the 
Dravidian movement was, in fact, a rcsjKinsc 
lo the growing disillusionment amongst the 
masses against the prevailing power struc¬ 
ture, consisting of Ihe dominant Brahmin 
elites and the traditional landed class who 
lotmed the mainstay of the Congress parly 
In addition, the jierceplion that Tamil 
Nadu had been reduced to the status of a 
constituency in Ihe new nation-stale and that 
Ihe stale had become merely an arena lor 
implementing national politics and program¬ 
mes rather than an autonomous centre ol 
growth with IIS own cultural idcnlily gave 
a boost to the Dravida Kazhagam (DK) 
movement and later led the rise of DMK 
paiiv As Roy argues, ‘‘When the impulses 
for stimulating and activating vital economic 
and political forces get concentrated at the 
ajyex ol the system, local and regional com 
munities languish and lose their salience for 
community living With the breakdown ol 
local communities, identity referents arc 
shifted to categoricx such as caste, language, 
icligion and region"' The DK and DMK 
jiarties at this juncture chose to project issues 
ol language and culture as bulwarks ol 
identity-formation in the pioliiical and social 
dvnatnics ol the state. 

I he cvoluiion of the parly system in Thmil 
Nadu in 1967 had ns roots in the pre¬ 
independence refoim movement in the 
er.stwhile Madras presidency In 1944, the 
Justice Party made common cause with the 
self-resT>ect movement to form the Dravida 
Ka/hagam (DK) The DK stood for the 
welfare of non Brahmins, abolition of 
casleism and untouchability and advocated 
social reforms But it refrained from con¬ 
testing elections After 1947, the fiolicy of 
abstaining from cn . and the lack of in¬ 
ternal democracy "i * in the DK was 
repeatedly challenged C N Annadurai 
(Anna) and his young supporters. The con¬ 
tradictions within the DK now became un¬ 
manageable and Its survival as a single 


united forum for the Dravidian movement 
became untenable. Anna soon broke away 
and founded the Dravida Munnetra 
Kazhagam (DMK) in September 1949.’ 

The first decade after indcpiendencc 
witnessed the DMK undergoing a major 
transition to a more moderate stance. !t no 
longer pursued the goal of a separate, in- 
detscndenl Dravidian republic and the first 
general election of 1951-52 was, in fact, the 
last occasion of its insistence on the demand 
for Oravidanadu, when it had promised its 
support to onlv those candidates who agreed 
to support this demand.* The developments 
that took place during this period brought 
about a great reorientation in the DMK’s 
tactics and strategies. Most importantly, the 
reorganisation of stales on linguistic prin¬ 
ciples and ilie rise of non-Brahmin Congress 
chief minister, K Kamaraj, who replaced 
C Raiagopalachan (Rajaji) in 1954 were 
great catalysis in this reorientation. The 
DMK now turned towards more imix>riani 
issues within the broader framework of 
Indian union and its underlying federal 
structure The language policy and plan 
allocations made by the union government 
went a long way in shaping the DMK’s 
political profile. 

During this transitional pha.se, its earlier 
commitment to a separate Dravidanadu was 
employed only lor propaganda purposes, 
lor practical reasons, the party was ready 
to enter mainstream jxilitics. In 1956, at the 
DMK’s Trichy convention, a projiosal was 
moved by the DMK leadership that the party 
should participate in elections. 56,942 
delegates voted in favour of it as against 
4,203 who opposed it The Chinese aggres¬ 
sion on India in 1%2 further reinforced this 
process. Soon the issue of centre-state rela¬ 
tions became the main plank around which 
the DMK organised its programme of mass 
mobilisation and political articulation. 

In the mean time, the characteristic feud 
in the C'ongress had reached a climax in the 
’Kamaraj-Rajaji’ conflict resulting in the 
defeat ol the Congress party in the corpora¬ 
tion elections of I9S8. This was followed by 
the shock viaory of the DMK which secured 
a total of SO assembly seals in the 1962 state 
elections and the subsequent shock defeat 
of the Congress in the Thiruvannamalai by- 
election in 1963. These shock electoral ver¬ 
dicts signalled the growing demoralisation 
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within the Congress party as well as the 
mood of the people of 1hmil Nadu. Kamaraj 
soon bowed out of the chief minister’s office 
under a plan devised by him—the ’Kamaraj 
Plan’. 

The death of Nehru also gave cause for 
concern about the impending crisis of party 
and political leadership in the country. This 
echoed more deeply in the southern states 
because leaders from the south took promi¬ 
nent part in the formation of the ‘Syndicate’ 
in l%9. Acute shortage of rice and inept 
handling of the crisis by the Bhakta- 
vatchalam ministry along with anti-Hindi 
agitation sealed the future of the Congress 
party in the state The DMK was now ready 
to launch its final assault on the Congress. 
It ultimately succeeded in routing the Con¬ 
gress in the 1967 elections with a convinc¬ 
ing plurality of votes. Thus the evolution of 
the party system since I967 is linked to 
historical developments in Tkmil Nadu. 

As an extension of the UK movement the 
DMK had sufficient opportunity to build up 
a well-tuned cadre-based otgani.sationaJ net¬ 
work of local activists. Its indepth organi.sa- 
tion ensured that its authority would not be 
challenged like that of the Congress ' Cen¬ 
tral to this authority was the performance 
by the leadership of the task of resolving 
crisis if it developed in the party However, 
Its earlier differences with F’eriyar {F V 
Ramasamy Nayakkar) led DK movement 
over the issue of electoral participation and 
the sudden 'death of Anna shortly after 
assuming the leadership of the DMK govern¬ 
ment in I967 encouraged persoiiaiiiv 
politics The partv was in dire need of a 
leader capable of carrying the mantle of 
Dmvidian identity and rallying the cadre and 
the masses around its banner. But 
shrewdness prevailed over sobriety in he 
resolution of the leadership crisis. M 
Karunanidhi emerged as the leader of the 
party and became the chief minisicr alter 
outrunning his nearest contender, V R 
Nedunchezhiyan 

Karunanidhi had, m fact, enjoved the 
reputation of being both a trusted lieutenant 
of C N Annadurai and a brave general dur¬ 
ing the DMK struggle. However, he '.vas 
never regarded as a successor to Annadurai 
both as the leader of DMK pany and as the 
chief minister since he lacked a charismatic 
personality. There was a persistent need for 
the party to rely on the populist appeal of 
M G Ramachandian (MGR), matinee idol 
of the Dunil masses, who wielded in his own 
right considerable sway over the masses and 
served as the dynamo of the propaganda 
machinery of DMK. M Karunanidhi and 
MGR were often at loggerheads and when 
their differences became irreconcilable, the 
DMK split. MGR, who was then holding the 
key post of party treasurer, was Finally 
shown the way out by Karunanidhi. 

The establishment of the All India Anna 
Dnvida Munnetra Kazhagam (AIADMK) 
in 1972 with MGR as its leader spelt yet 


another transition in Tkmil Nadu politics. 
The transition signified the shift in emphasi.s 
from pragmatic politics to the politics of 
mass idolatory. It must, however, be em¬ 
phasised that the personality factor did not 
emerge all of a sudden in state politics after 
1972; it coincided with the founding of the 
DMK in 1949. The thinning of ranks of the 
party leadership, the decline of political 
ideology and the erosion of the social base 
of the Dravidian movement prepared the 
ground for the rise of a charismatic 
personality. 

The 1967 state elections led to a sharp dis¬ 
junction between the national and regional 
parties emanating from their differences on 
a proper approach to the state’s problems. 
TVue; there were more than two parties in the 
state. But the real contest for power was bet¬ 
ween two parties after the emergence of 
AIADMK in 1972 In order to appropriate 
its import, it is necessa. ,■ to examine the rela¬ 
tionship between the reg inal parties and the 
Congress(l) after Indira Gandhi assumed 
power at the centre, on the one hand, and 
the attitude of ihc left parties towards 
regional parties, on (he other. The charac 
terisation of the slate politics as a multi¬ 
party system did nut have much meaning 
until the 1989 state assembly elections 

After Its defeat in the 1967 elections, the 
Congress party in the state was affected by 
dissidence and the situation worsened fur¬ 
ther because of the split in the dominant 
party in 1969 The party lost its elan and 
appeal after the loss ol power and it con¬ 
tested elections as a ritual rather than with 
any hope of recovering us lost ground. The 
party also failed clectorally at the state, 
district and panchaval levels Its iradiiioiiat 
power bases were in shambles and its nci- 
work of grassroots .activists were no longer 
visible in different organisational .sectois Yei 
the party still retained the support of tradi 
tional loyalists who continued to idetitify 
themselves with the party The immediate 
alternatives hefoie llic Congress(I) were 
either to regain hegemonic status as the 
leading force in state politics or to align itself 
with one or the oihci of the domin.itii 
regional parties. 

With the erosion ol us mass base; and the 
growing incotierenec of us organisational 
apparatus and the lack of a commuted band 
of cadres, the C'ongress(l) soon found itself 
to be a party full of leaders without cadies 
It was unable to match the DMK and, latei, 
the AIADMK iti enthusing the people and 
mobilising their support. The DMK and the 
AIADMK weic somewhat evenly matched 
and accounted tot roughly two thirds of the 
electorate between them, while the Con- 
gress(l) accounted for only a fifth The 
choice before the Congress leadership was 
to recognise the change in the balance of 
forces and to reconcile itself to securing 
alignments to aid its continued rule at the 
centre; However, since 1%7, the dynamics 
of electoral competition and, hence, the 


nature of electoral campaigns for the 
parliamentipry elections had changed radical¬ 
ly from that for the assembly eleaions in (he 
non-Congress ruled states.^ 

The emergence of a national electorate 
and the visible decline of the party’s base 
with each parliamentary election made the 
task of political mobilisation cruaal but dif¬ 
ficult for the Congres$(l) in these states. The 
strategy of recruiting power structures in the 
state and entering into electoral alliances 
became necessary for the Congress(l) to re¬ 
tain Its power at the centre. The possibility 
of adapting to open coalitional politics 
became real only after the rise of a new 
leadership in the Congress(I) in 1984. The 
Congress party under Rajiv Gandhi charted 
out a strategy of coalitional politics involv¬ 
ing a tacit subordination of us long-term ob¬ 
jective of returning to power in the state. The 
party and its leadership were, however, 
begiiiiimg to gra.sp (he implications of the 
tumultuous transition that awaited the 
gradual withdrawal of MGR from active 
political life due to his failing health. The 
changing political onentalion of the masses, 
especially of the new generation of voters 
who were far removed from ihe bitter phase 
of agitational politics caused no mean 
anxiety to the new leadership in Ihe 
Congress! 1). 

The long illnc'ss of MGR and his inability 
to perform his official functions left Ihe state 
to be administered largely by the bureaucracy 
and power brokers in Ihe government The 
cenire under Rajiv Gandhi did not deem it 
prudent, htuli pragmatically and constitu- 
tionalh, to intervene and put the political 
process back on even keel. In addition to the 
(sossibiluy of adverse political consequences 
due to the intervention by the centre, the 
C iingres.s(l) also look into account the need 
ol MCiR’s support for the centre's role m Sri 
iankan affairs. Besides geo-political and 
diplomatic considerations, another impelling 
factor was the centre’s recognition of the 
I iberalion Tigers of Tamil Eielam (LTTE) 
stemming from the survival instinct of the 
ruling Congress(l) at the centre and its ally, 
the AIADMK in lamil Nadu.* The LTTE 
had earlier enjoyed a favouiable equation 
with the centre because of LTTE chief 
Velupillai Pirabhakaran’s proximity to the 
foi liter chief minister of Tamil Nadu, 
M G Ramachandran This equation was 
borne out dm ing the signing of the Indo- 
Sri lanka Accord on July 29, 1987 by the 
manner in which the Indian government 
sought the approval ol the LTTE for the 
accord. But the Congress(l) at the centre 
could not help the accord from being af- 
lecied bv political fluctuations in the state 
after the -tcath of MGR, who had managed 
to sustain public opinion in favour of the 
accord «■ centre’s decision in 1988 to con¬ 
fer posi.iumously the nation’s highest 
civilian award ‘Bharat Raina’ on MGR in¬ 
dicated the ruling party’s eagerness to 
neutralise in the state the rising tide of op- 
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position to the accord and the activities of 
the Indian Peace Keeping Forces (IPKF) in 
Sri Lanka. It was also aimed at carving out 
a larger operational space for the Con- 
gressfl) as it was gearing up to contest the 
next state elections. 

During this period of transition, the Con¬ 
gress had maintained a studied silence over 
its alliance with the dominant splinter of the 
AIADMK group led by Jayalalitha. The 
party conducted a window rehearsal to go 
it alone in the next state election. The state 
came under an extended spell of president's 
rule and variou.s populist measures and voter 
appeasement through enormous tax conces¬ 
sions were carried out meticulously The 
Congre.ss high command turned, without 
further delay, to resolving internal contradic¬ 
tions within the Ihmil Nadu Congress and 
to attending to the long-felt need foi 
revitalisation of the party machincrv The 
trusted member of the central coterie, G K 
Moopanar, was soon relieved of his respon¬ 
sibilities at the party headquarters in New 
Delhi and was given charge of the party 
leadership in rainil Nadu These window- 
dressings and the (Kipulist budget that was 
presented in 1988 soon after the imposition 
of president's rule in the stale and the mass 
contact sought to be established by Rajiv 
Gandhi through Ins frequent visits to llimil 
Nadu could not remove one major stumbl¬ 
ing block to the elecioral succc*ss of the Con- 
gress(i), I e, the role of the centre in the 
ethnic conflict in Sri l.anka 

It IS useful to nnt>' here the failure of the 
Congrcss(I) and the AIADMK splinter led 
by Jayalalitha to arrive at an electoral 
understanding. The differences between the 
two revolved around ihe traditional 'MGR 
Formula'"* over the sharing ol seals in the 
assembly and parliamentary elections. Dif¬ 
ferences on this coiini remained irrecon¬ 
cilable because ol the lack ol personal equa¬ 
tion between the state Congress leadeiship 
and Javalalitha The ground realities seem 
cd lavonrable lot Ihe Congrcss(l) and. 
therefore, it chose to enter th< electoral aa-iia 
alone tor the first time after 1967 in what 
turned out to he a ciucial lout-cornered 
contest 

The DMK, on the other hand, had 
carefully been keeping alive and luclling the 
anti-accord sentiment in the state. The DMK 
president, M Karunanidhi, observed a widely 
publicised fast in February 1988 to protest 
against the centre's handling of the ethnic 
.situation in Sri Lanka The party was 
seemingly gaming a new hold in the slate by 
exploiting the people's sympathy for the 
Ikmils in Sri I aiika and w.is even prepared 
to fight elections in this count. The opposi- 
tion parties mainlv the Janata Dal. Iclugu 
Desam and (he lUP had joined the DMK 
in challenging the basis of the accord and 
its effect on the future of Ikmils in the island 
nation. 

It was against this background that the 
1989 elections for the state assembly were 


fought in Ikmil Nadu. During the long years 
of its hibernation the DMK party was unable 
to match (he charismatic appeal of the 
AIADMK leader. M G Ramachandran. The 
DMK’s role as opposition was restricted to 
protest jxilitics. The enigma of personality 
outwitted pragmatic politics. It was only 
during the middle of the 1980s that the 
DMK began to acquire relevance as an alter 
native to AIADMK. This was due to the 
worsening ethnic conflict in Sri Lanka and 
the huge influx of Tkmil refugees into the 
state. After Ihe death of MGR, the silent 
disapproval ol the people at the centre's 
handling of the mhnic crisis in Sri Lanka and 
rising ethnic .sentiments helped the DMK to 
sway the voters in its favour in the 1989 state 
elections The split in the AIADMK after 
MGR's dc.ith and the subsequent confusion 
over the issue o( succession were, of course, 
also contributory factors. 

The DMK was soon to experience the 
discomlort sictnming from the electoral 
arithmetic sit the 1989 state elections which 
gave It only a thin vote, but an absolute 
majority of seats The successive unifica¬ 
tions of splinter groups in (he AIADMK and 
IIS laid reorganisu.'ion into a single political 
unit under the leadership of Jayalalitha, the 
restoration of Ihe 'MGR formula' as a 
ground lor the Congress(i)-AIADMK 
alliance and the remarkable success of the 
alliance in the November 1989 general elec 
tions further added to (he worries of ihe 
DMK." The urge for survival gripped the 
DMK goveininciit because of the formation 
of a minority National Front government at 
the centre This development gave rise to a 
parallel fear psychosis in the DMK govern 
mcni (an ally of the National Front) in Tamil 
Nadu. The urge to survive sparked off a 
senes ol personal baltles substituting 
political conflicts The DMK soon began lo 
squandet its mandate to govern in its anxietv 
to retain power. The cult of personality 
became inseparable from politics 

Nctxlless 10 say the survival instinct of the 
DMK goveinnienl was sharpened by the 
LITL factor in lamil Nadu. After the 
withdrawal of IPKF from Sri Lanka and 
during the renewed combing opeialions con¬ 
ducted by the Sri lankan army in the north 
and east, the I ITF needed some respite lo 
recoup Its fighting morale after a long 
arduous siand against the IPKF Intrusion 
and Ihe establishment of bases in the coastal 
districts ot Tamil Nadu became less difficult 
with a liiendly administration in saddle in 
Ihe slate which also happened to be the ally 
ol the National Front government at Ihe 
centre, these bases became fully operational 
as they began to accommodate both the 
retreating cadres in the face of renewed 
ground attack by the Sri Lankan army (duly 
backed bv an c over) and as a launching pad 
for the ITTF's asvaulls. The naval blockade 
imposed by (he Sn lankan aulhonties in the 
north and east ot Sn Lanka seas forced the 
LTTE's military and intelligence wings to 


move and spread in easily accessible coastal 
pans of Ikmil Nadu. These bases were soon 
convened into fresh pipelines for the two- 
way flow of arms and ammunitions and the 
supply of essential commodities including 
petrol, crude oil and other consumer goods. 

After evading the Coast Guards the LTTE 
virtually found no resistance within the 
Indian territory not only because of its fire 
power and supremacy in any duel with the 
police in the state but also because of the 
hospitable environmenl. The police in the 
coavtai districts was terror-stricken, but no 
adequate support from the state administra¬ 
tion wa.s forthcoming, nor did it do anything 
to boost the morale of the police either. But 
what disturbed the state government was the 
emergence of the LTTE's writ in few towns 
and villages in coastal Ikmil Nadu facing the 
north of Sri lanka; the abduction of Indian 
fishermen, and the killing of 13 Eelam 
People’s Revolutionary Liberation Front 
(EPRLF) cadres in Madras city. The 
National Front government hesitantly inter¬ 
vened to ask the DMK government to take 
serious note of the implications of the grow¬ 
ing L.TTE role and movement in the state. 
Bui It was too late for the DMK government 
to retrieve the situation because it had 
already conceded too much liberty to (he 
LTTE outfit III Tkmil Nadu. The rebellion 
in LITE prison camps further highlighted 
ihc apathy of the DMK administration. 

The DMK after long hibernation found 
Itself out of tune with its professed ability 
to provide an able and effective administra¬ 
tion. It continued to carry on the populist 
mantle ol the earlier AIADMK government 
and had no option but to rely on populist 
policies and piogrammes for us own sur¬ 
vival T he new iniliaiives it look did not 
iiickle down elfeciively either Both the 
DMK goveinmeiil and party were becoming 
increasingly lax in mass contact The DMK 
a.s a strong cadre-based organisation became 
extremely vulnerable lo the withering away 
ol Its earlier network The party organisa¬ 
tion and power structure came to be identi¬ 
fied with loyalists both inside and outside 
the government Thus the party organisa¬ 
tion, as the main lever of jxilitical mobilisa¬ 
tion, became severely undermined after its 
return to power in February 1989. There also 
emerged a new power centre from the 
backstage in the meteoric rise of K Stalin, 
son of M Karunanidhi. This was a tumul¬ 
tuous transition for the party, senior leaders 
as well as for its traditional cadres. The 
approval for succession was sought in the 
'Salem Conference* of the party and the 
discontented nod that was expressed was 
considered as a democratic sanction. Thus 
the leadership crisis was resolved by keeping 
it in the family, a tradition that was con¬ 
sidered alien to the Dravidian movement. 

The politics of vandalism had also gone 
beyond the ritual of rigging in elections; the 
transition from settling personal, factional 
and inecr-party feuds (c connivance in 
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vendetta to settle scores (for example, the 
Match 28,1989 incident in the assembly and 
the black Hag episode in Vellore) is too stark 
to go unnoticed. The DMK, on its return to 
power, had found to its dismay that it could 
no longer launch political initiatives about 
which it had boasted two decades ago. The 
National Front government’s announcement 
of implementing the operational recommen 
dations of Mandal Commission helped 
revive the sagging morale of the DMK. 
However, it was not enough to ensure the 
survival of the NF government at the centre 
and its ally, DMK, in Ikmil Nadu. The 
political exhaustion of the DMK and the in¬ 
evitability of Jayalalitha’s rise in the state 
politics combined to reduce the politics of 
Ihmil Nadu into a zero-sum game of power 

WoMfcN Metaphor 

One of the political issues raised by |hc 
Dravidian movement was the status of 
women and culture in llimil scKiety It was 
men who alone had fought political battles 
in Ihmil society and tradition had been 
fought by the menfolk. The Dravidian move¬ 
ment had once promised to build a radical 
society in which social hierarchy would be 
less oppressive, the relationship between men 
and women would reflect equality. The 
DMK, as an extension of the Dravida 
Kazhagam (DK), had at one time emphasis 
ed the need to enhance the dignity and self 
respect of womtn, Theie were, hovsevei, 
obstacles to carrying out this radical agenda 
The traditional view of men, women and 
their relationship in Tlimil society accoraed 
respect to women only within ihe bounds oi 
the family.This in itself was a niajoi 
obstacle. On top ol this, the DMK, alniosi 
an all-male party, consists of cadres who 
consider themselves warriors fighting 
political battles. It has been diflicull foi 
them to reconcile themselves to the 
emergence of Jayalahtha as a new woman 
cast in the mould of Tamil poet Bliarati and 
more particularly as a political successor to 
the mantle of the charismatic leader like 
MGR. Since his reluctant retirement from 
Ikmil cinema, MOR’s projection of the 
mother metaphor began to blur and due to 
his age and debilitating illness he was losing 
his hold on the womenfolk. One of his well- 
conceived strategies was to introduce 
Jayalalitha into politics as the; propaganda 
secretary of the party in 1982, the yeai of 
‘Bharati Centenary Year’ celebrations The 
‘new woman’ in the Bharati tradition had 
thus arrived on the centre-stage of Tamil 
Nadu politics. 

The DMK party, on the other hand, had 
tried to project Jayalalitha as a woman 
without legitimate procreative possibilities 
and hence a woman gone awry. On the con¬ 
trary, J8)ialaiitha had evoked memories of 
‘sati’ and claimed her status as a Tkmil 
mother and projected herself as the symbol 
of the mother community.The assembly 


incident had evoked enormous sympathy in 
her favour and, in demanding justice, she 
swiftly portrayed hei own humiliation as the 
humiliation of the entire women community. 
In the early days after the death of hei 
mentor, she was disrespectful to hci senior 
party colleagues and was averse like hei <m n 
leader to dciiiociatic process within the 
part}. But she never relinquished her 
feminine qualities She chose to play the 
woman symbol as a matter ol political con 
venience in ordci to survive in the male 
dominated politics of the stale. Through it 
she hoped to ensure, il possible, the transfor¬ 
mation of the environing social world 

While M G Rainachandran’s entry into 
politics had signified a shift in emphasis 
from pragmatic politics to mass idolalory, 
Jayalalitha incd to introduce a blend of both 
in her campaign against the DMK and ihc 
govcinmcnl run by it The lessons of 1989 
elections'* and the new status i<f her party 
as the largest opposition in the stale 
legislature presented a good prosfiect lor the 
future. She exhibited greater political maturi¬ 
ty and enduiance when she reunited the wai- 
ring factions and subdued her opponents in 
the parly. She sought to bring about greatei 
cohesion amongsi party leadeis and cadres. 

Jayalalitha represeni.s a geneiational 
change in Tamil Nadu polni,.', .She is no 
doubt youngci, niort charismali^, ruihlt-se 
and loss bound by eoitvc 1111010 . i ' ilu 
Dravidian iiiovcniciil Unlike her mcnioi, she 
does not repiescru Ihe tiaditional himeiland 
of rural Tamil Nadu, instead, she itihciitcd 
It as a ba.Mion ol liei nientoi’s hciiiagc Aftei 
winning the mral heartland, she began 
cultivating a new conslitiicnc} amongs; the 
educated and tci'iiic>ciaiic middle class in 
the urban and semi nibaii centies She also 
gradually bmlt a iic'w su|ipoii struclure 
aiound iiidusliialisis and the middle class 
intcihgcnisia In all this, her approacli to 
politics and misdernisalion were indeed vet} 
crucial In all she did, she rcmaincc! eon 
scious of hei mc-nloi but erideavc'ureci U) 
become her own This is cvideiil from b.ei 
campaigning during the 1991 elcchoiv 
Instead of reiving on her allies, she hersell 
ecivcred''' and made a vei s carclul and 
seleelivc use of the memoiy oi her menioi 
The eaieful scrutinv and selection 01 can 
didales, meticulous care in the preparation 
of campaign meierials, such as. posteis, 
pubhciiy literature, media advertisemeiiis 
and production ot audio and video tapes 
and, more impoitanily, the seleeiion of the 
party symbol—all these con' ir m her (xslitical 
maturity and self-eonfidericc, 

El hcTioN Issue 

Soon after the fall of the National From 
government in October 1990 the fears and 
doubts about the survival ol the DMK 
government were displaced by the eeitamty 
of its dismissal. /Vs a consequence, ail the 
issues that had surfaced much earlier to the 


actual dismissal of the DMK government 
and the imposilion of the president’s rule 
became alive The announcement of state 
elections along with the impending parlia¬ 
mentary elections sharpened these issues. 
The AIADMK Congicss(l) alliance placed 
two major issues before the Tamil Nadu 
elfctoralc 

First, (he alliance attributed the increas¬ 
ing lapse in the muiiiicnaiice of law and 
Older to the growth ol TTT E’s strength and 
hold in coastal Tamil Nadu It charged the 
FT TF with converting the slate into an 
extended base for its activities and network 
amongsi itie anti-scKial elemenls, particular¬ 
ly smugglers, in the coastal belt The main 
ground on which Ihe dismissal of the DMK 
governiiieni was sought was its indifference 
u» these dcvcTopmenis and ns tolerance to 
the menace of gun culiarc’ in the state. 

Secondly, the AIADMK-Congress(I) 
alliance also subiniticd to the president a 
memoraiidiini ot corruption charges against 
the DMK government.’'' The charges in¬ 
cluded iicpoiism shown in the granite 
business, land acquisition in Fanjore district; 
graphite industry in Sivagangai. appoint- 
menl and promolion ol sympathetic of- 
ficTals to high olficcs in the state and district 
adminislralioi'. and the recomposition of the 
slate Public Service Commission (TNPSC) 
in lavoiii of the lUling DMK party. 

1 he DMK-led .alliance, on the other hand, 
piesenied two majo/ issues to Ihe Thmii 
Nadu eiecioiaic ? list, the DMK chief, 
M Katunanidhi, cniicTsed the centre for the 
misuse ol .Article 3^6 ol the Constitution to 
dismiss ihe duly elected state government. 
He argued lhai it was only due to the in¬ 
fluence of C otigressjD-AlAOMK alliance on 
the (. handrasekhar-led minority SJP govem- 
nieiil at the eenite that his two-year old 
goveiiiincni was dismissed It was also 
jK/inico out that i( was not the DMK but the 
•AIADMK Corigiess(l) combine which had 
earhei prcnided patioiiage to the LTTE. 
Secoiidl}. the DMK pans asked for another 
opporiuiiiiy to go-ern so that it can carry 
on Its SOI 10 ccor.oinn programmes initiated 
during Its niiel '.enure in power. 

But how did (he elecicirate, to whom con¬ 
tending poiilica! groups appealed for sup¬ 
port, read and lespond.'’ C)n the question 
o! Ihe dionissai of Ihe D.VIK government, 
the electoiate was nearly evenly divided in 
Us opimon-44 pel sent as against 46 per 
cent of till 'ample found the dismissal 
jusiilirtbic Neaily 61 pci cent of il\e 
respondents attributed the dismissal of the 
DMK gosemment to the Jayalalitha- 
Congress(l) pressure on the Chandrasekhar- 
led minority government at the centre. The 
reason why a large number of the respon¬ 
dents considered the dismissal as unjustified 
IS due, perhaps, ui Ihe (act that the DMK 
was able to genciatc sympathy in Ihe 
peoples’ mind in Ihe wake of its dismissal 
from power. The pany still retained the sup¬ 
port of Ihe minorities (particularly the 


Economic and Political Weekly January 2S, 1992 


167 



Muslims), backward castes and the schedul¬ 
ed castes. While these groups did not actively 
support the DMK, Slur;.' remained sympa¬ 
thetic to the DMK and the .M iiional Front 
coalition. The MainJa! faemr and <he fall of 
NF government had the client of leinlorcing 
the traditional hast of the OMK However, 
this symfialhy could not have Ijcen translated 
into votes because of the growing tide of 
Jayalaiithu's popularitv and the assassina¬ 
tion of Rajiv Gandhi These two factors 
rendered inconsequential caste, class and 
religion in the voters’ decision 

In the opinion of only 29 per cent of the 
respondents was the nexus between DMK- 
LTTE the most important rea.son foi the 
dismissal of the DMK government And yet, 
on the whole, the electorate was concerned 
about the deterioration of law and order m 
the state. In fact, as high a.s 47 pei cent of 
respondents considered violence, law and 
order in the state as the ma|or issue in (he 
elections. The general apathy of the ad¬ 
ministration towards the intrusion and acti¬ 
vities of the LlTf in the slate, and the 
assassination of Rajiv Gandhi, though had 
taken place during the piesidcni's rule, 
generated a lot of anger against the DMK 
and turned into the rejection of the party 
in the elections. 

The Congrcss(l)-AIADMK emphasis on 
corruption in the DMK government was not 
at all unexpected considciing the fact that 
the electorate was already aware of its earlier 
record during its rule between 1967 and 
1975. It is not corruption per sp but its scale, 
depth and extent that hold people’s atten¬ 
tion. It is therelote not surpi ising that even 
less than 15 [»er cent of the respondents con 
sideted corruption a major issue, while only 
9 per cent of the sample admitted ineffi¬ 
ciency as an important issue Howcvei, ii had 
a powerful impact on the electorate 'I he 
acute shortage of watei in several districts 
and the failure of the government to imple 
ment developmental programmes showed 
the government in poor light When the 
DMK campaigners pleaded for another term 
to fulfil Its earlier promises, they had to bear 
the brunt of public wrath, especially in 
places like Vellore, traditionally considered 
a DMK stamghold. There were loud protests 
against the failure of the local authorities 
to maintain regular supply of drinking water 
The usual reaction of the people was: “we 
do not want to hear about your govern¬ 
ment’s (DMK’s I achievements, we need water 
and transport’’." 

In reviewing the poliaes and performance 
of the OMK government, 39 per cent of (he 
respondents expressed strong disapproval, 
while 24 per cent gave their qualified ap¬ 
proval. Only 21 per cent restricted largely to 
the northern parts of Ikmil Nadu, the tradi¬ 
tional stronghold of DMK, strongly approv¬ 
ed the DMK policies and performance, 
although many in the sample conceded that 
two years is not adequate to measure the per¬ 
formance of any government. It is interesting 


to note that while the moderate approval of 
the DMK’s policies and performance was 
leslncted to northern parts of the state, the 
disapproval was evenly spread throughout 
the state. 

As was mentioned earlier, (he dynamics 
of electoral competition and hence the 
nature of the campaign in the parliamentary 
elections and assembly elections are not 
always similar, particularly with non- 
Congress(l) government in saddle." But the 
1991 parliamentary elections and assembly 
elections in Tamil Nadu exhibited a lot of 
similarity in the perspective of the voters. 
The crisis of stable governance at the centre 
and the LTTE had the same impact on the 
voters. It is interesting that while the Con- 
grcss(l) evinces a low level of parly identi¬ 
fication on the part of the electorate, it 
enjoys the maximum level of suppton among 
the national parties mainly due to its 
relevance foi issues that enter the voters’ 
consciousness There are, of course, other 
related factors that help Congress in mobilis¬ 
ing support First, there is the amorphous 
mass of voters who are available for mobili¬ 
sation by the Congress(l). during every 
parliamentary election since 1972 Secondly, 
when the Congress(l) joins either of the 
regional parties to form an alliance for direct 
contest, particularly in parliamentary con¬ 
stituencies, It helps the Congress(l) in gain¬ 
ing and retaining power at the centre. The 
amorphous character of the national elec¬ 
torate, it must be emphasised, increased .since 
the rise of Rajiv Gandhi as the leader of the 
Congressfl).^® Thus the convergence, in 
favour of Congress!!), of electorate with 
regional party identifications based on 
regional interests and political alignments 
based on national interests makes an in¬ 
teresting study on its own. 

The nature of (he political system and (he 
party system at the national level became the 
major concern of the electorate in the 
parliamentary elections. The phenomenon 
of coalitional politics remained a central ele¬ 
ment of this concern Note, for otample, that 
as many as 77 per cent of the respondents 
observed that coalitional politics cannot be 
successful due to the prevailing conditions 
in Indian politics The experience of 1977, 
along with developments during 1989-91, 
had the effect of deepening their suspicion 
of c oaf It ion government and served to 
strengthen their observation. The rest of the 
respondents fell that the coalitional experi¬ 
ment must be encouraged only as a prelude 
to the major transition in Indian politics, i e, 
towards a more genuine representational 
process i^uired of a federal polity. It is in¬ 
teresting io note that these respondents clear¬ 
ly identify themselves with the national op¬ 
position The Congress(l) has been pursu¬ 
ing a dual strategy in regard to the growth 
of coalitional politics as a natural process 
in a situation of a multi-party competition. 
These revolve around its strategies to prevent, 
first of all, such a development leading to 


an alternative of coalitional system titking 
place and, secondly, the projection of itself 
as a bastion of stability as a counter-strategy 
to the coalitional politics. The impact of this 
strategy can be directly traced in the opinion 
of the electorate. Despite a low level of pany 
identification, as many as 53 per cent of the 
respondents consider the Congressfl) as the 
single pany that can provide a stable govern¬ 
ment at the centre. 

What do the respondents think of the BJP 
as an independent contestant for power at 
the centre as well as a strong force reflec¬ 
ting a transition in the political system and 
the party system at the national level. It is 
interesting to note that 28 per cent indicate 
strong approval of BJP’s entry as an in¬ 
dependent contestant rather than as a 
member of any coalition, while 34 per cent 
disapprove a. Interestingly, (he criterion of 
both approval and disapproval stemmed 
from a common perception: its socio- 
religious identity. Those who considered the 
BJP only in political terms have also refer¬ 
red to Its socio-religious policies, in par¬ 
ticular to the party’s professed commitment 
to construct a temple on the disputed sue. 
One of the respondents said (hat the con¬ 
struction of temple is only a symbolic asser¬ 
tion of the majority. Therefore, in a game 
of numbers on which democracy rests, the 
role attribution to BJP remains essentially 
political. However, difference on this point 
show because of the differential pattern of 
party identification amongst the electorate. 
Interestingly, the parly identification of BJP 
among.si the electorate has been the highest 
among the national parties But (his was 
basically a social recognition of a political 
party whose socio-religious policies with per¬ 
sonal and emotional appeal, such as religion, 
facilitate collective social action. Note, for 
example, that as high a figure as 66 per cent 
of the respondents objected to the construc¬ 
tion of temple on (he disputed site. However, 
the Ayodhya crisis managed to divide the 
electorate. This was particularly notable in 
Kanyakuman district where communal ten¬ 
sions have prevailed in recent years. The con¬ 
solidation of Christian votes in the state in 
favour of Congress(l) and the Muslims in 
favour of Janata Dal-lcd National Front 
coalition has largely been attributed to the 
religious sentiments aroused by the BJP 
through its campaign for the construction 
of temple in Ayodhya. 

The National Front government’s decision 
to implement the Mandal Commission 
recommendations had broadly generated a 
positively inclined electorate in Ihmil Nadu. 
The state, along with other southern states, 
had clearly taken a lead in the area of pro¬ 
tective discrimination^' by rc.serving a high 
percentage of positions in both the educa¬ 
tional and employment sectors of the 
government. The rise and growth of social 
consciousness among the backward classes 
in (he late 19th century and, in fact, the rise 
of DK movement in the middle of this 
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century can be attributed to its commitment 
to do away with the oppressive caste hierar¬ 
chy in society. Despite the decline of the 
movement since the 1960s. its early social 
ideology struck a deep root in the psyche of 
the people in Ihmil Nadu. The backward 
classes and other deprived castes were con¬ 
sciously cultivated by the DK, and later by 
the DMK, against the dominant landed 
castes and elite Brahmin community which 
constituted as the traditional political base 
of the Congress party in Tamil Nadu. 

The DMK party has also been able to in¬ 
crease its hold and influence on the lowei 
and backward castes since its rise to power 
in 1967. The ground realities therefore had 
remained receptive to the Mandal Commis¬ 
sion recommendations with an adequate 
mass response being generated at the 
political level. However, the efieci had not 
travelled beyond the appreciation of a social 
policy and its potency in contributing 
towards a transition in the social order at the 
national level. This was due mainly to the 
crisis of instability at (he centre that had 
choked political articulation of the back¬ 
wards and could be on its course again with 
the help of an explosive social initiative. 
About 45 per cent of the respondents sup¬ 
ported the implementation of the Mandal 
Commission recommendations It is in¬ 
teresting to note that 33 per cent out ol the 
total ol 29 respondents who demanded 
moderation in the implementation of the 
recommendations belonged to lor ward 
castes. The influence on the electorate ol the 
Mandal Commission had further declined 
due to the emergent crisis ol instability at 
the centre. Though its motive had remained 
suspect in the electorate's mind, the failure 
of the National Front government to give 
effect to the mandate of the people and its 
role in contributing to the crisis ol instabiht>, 
had acquired significance. Thus the squan¬ 
dering of another mandate by the opposi¬ 
tion since 1977 and the communal stance ol 
the lilP helped the Congress!I) to gam more 
support from the electorate in Tamil Nadu 

PhRFORMANtl. Oh PARTUS 

We now turn to a briel review of the elec¬ 
toral performance s>r the political parties in 
order to provide meaning to the study. The 
AiADMK-Congress(I) alliance won all (he 
39 Lok Sabha seats and bagged 224 of the 
232 seats in the assembly representing a stun¬ 
ning 97 per cent success rate The DMK- 
led alliance had managed to secure only six 
seats in the assembly and drew a blank in 
the parliamentary elections The DMK had 
a narrow success in a solitary constituency 
when M Karunanidhi won by a small margin 
of 890 votes in Harbour constituency in 
Madras city, the traditional stronghold of 
the DMK. it was from here that the DMK 
president had won the 1989 assembly elec- 
lions with a comfortable margin of 31,991 
rotes. The DMK allies—the CPI, the 


CPI(M) and the Janata Dal—had won a seal 
each in the new assembly The splinter 
gioup, the Anna Puratchi Thalaivar 
Ihmuhaga Munnetra Kazhagam (APTTMK), 
that broke away from the A1ADMK before 
the elections, won two seats’* 'Ihe DMK 
had tacitly committed its earlier influence 
in Srivilliputhur constituency in favour ol 
an independent candidate, R Thamaraikkani, 
despite Its pronounced preference for its ally, 
the CPI, However, the success of (he two 
candidates belonging to the splintei group 
from the AIADMK may have been due 
largely to then inlluence which they 
cultivated dining their tenure in office, con 
solidation of political base and a successkil 
exploitation ol the traditional socio 
economic back ground. 

The solitary success ot Pattali Makkal 
Katchi (PMK) through its important leader. 
S Ramachandran in Panriiii constituency, 
can also be attributed to his independeni 
political status and base than his party's in¬ 
fluence (the pany had fielded candidates tor 
all the 234 assembly conslilueiicTes and lad¬ 
ed to win excepi m one). The role and 
relevance of PMK, a caste-based political 
parly, may be appreciated in the context ol 
the electoral strategy pursued by the 
AIADMK-Congres,s(l) alliance and the 
DMK-NF combine respectively. This partv 
luncuons as a caste based organisation 
representing the interests ol the Vamiivar 
community conceritiared largely tn the so- 
called Vanmyar belt consisting ol the North 
Arcot, South Arcoi, C.'hengai Anna, Salem, 
and Dharmapun districts and a lew pockets 
in Irichy drsirici as well Its spread is par¬ 
ticularly concentrated in the norihcrn parts 
ol the slate which has also been the tradi¬ 
tional stronghold o! the DMK party The 
emergence of PMK meant culling into the 
cleeloral base of the DMK In fact, the Con- 
gresstD's earlier sanction of PMK's violent 
struggles and protest demonstrations during 
the presidential rule in the stale in 1988 and 
the PMK's persistent confrontation with the 
DMK government since lebruary 1989 weie 
all aimed at drawing away the Vanmyai vote 
from the DMK The PMK did finally suc¬ 
ceed in creating a wedge in the traditional 
-Stronghold of DMK The pre-elecimn .survey 
indicated that the 2 per cent ol the 
respondents who moved away tioni DMK to 
F’MK belong to Vanniyar community 

However, this party's performance in the 
elections was lar bclow' to its earlier expec¬ 
tation The assassination factor and the 
superior electoral strategy pursued by the 
AIADMK-Congress(I) had clearly outwit¬ 
ted the caste and community plank of this 
parly. But it was the DMK, however, which 
was the loser The PMK had polled im¬ 
pressively in Dharmapun, Mangalore (SC), 
Sholinghur, Bhuvanagin and Anaicut It 
also emerged as a major divider of DMK 
vote in these assembly constituencies In 
fact, the party found itself in the second 
place in Kattumannarkoil (SC ), Ihramanga- 


Um, (.dapadi, Andimadam, Jayankondam, 
Harur (SC), Omalur, Vriddhachalam, 
Mudukulathur, Prnnagaram and Mettur. 
Also, It managed to push the DMK, in 
particular, in five constituencies and its allies 
in the rest of six. However, the case of Batgur 
was a matter of political strategy for the 
DMK party. The AIADMK-Congress(l) 
alliance, on the other hand, adopted a 
shrewd electoral strategy against the PMK. 
Their first task was to consolidate votes of 
(he other castes against the PMK and 
secondly, to recover the traditional loyalty 
i)f a section ol Vanniyars to MGR. The pro- 
( ongrcss(l) leaning of the rural population 
had become crucial and further gained 
ground as a result of assassination of Rajiv 
(landhi However, the urban voters belong¬ 
ing to Vanmyar community were not swayed 
by the paity’s caste appeal and mostly voted 
on the ba.sis of (heir individual party 
piefeience and iradiiional party oncniation 

The margin of AlADMK-Congress(l) vic¬ 
tory have been more than impressive and, 
in a large number of as.sembly constituen¬ 
cies. the lead was well over 40,000 voles In 
as many as 196 assembly constituencies, the 
AIADMK-Congrcss(l) alliance polled more 
than half of the valid votes Thix proportion 
wa.s more than 60 per cent in 55 constituen¬ 
cies.-"' The piefcrente of the AIADMK- 
Cungrcss(l) alliance in the parliamentary 
elections was not restricted only to its 
ccompleie sweep of all the parliamentary 
constituencies but its depth was equally stag¬ 
gering. The Nagapattmam (SC) constituency 
showed the lowest margin of its viaory with 
only 25,TI6 votes against a formidable 
candidate, S Scivarasu (CPI). This consti¬ 
tuency has also been the traditional strong¬ 
hold of the communists in the state. Other¬ 
wise. in as many as 18 parliamcntarv con¬ 
stituencies the AIADMK-Congress(l) 
alliance had established a lead of 2,00,000 
and more voles (including Tiruchengode 
wiih a three lakh and above margin) and the 
other 20 constituencies wcie won over with 
a comtonablc margin ol a lakh and above. 

T he sympathy wave may be considered as 
a crucial factor but the gradual erosion in 
the electoral base of the DMK parly also 
deserves oni attention. The pre-election 
survey had indicated that 14 per cent of the 
respondents who had earlier voted for DMK 
in the 1989 assembly elections, now indicate 
their preference fot the AIADMK. The Con- 
grc-ssfl) had also managed to increase its sup¬ 
port base by 9 per cent since the last 
parliamentary eleaions. The DMK had also 
lost 3 per cent of the respondents for an 
open preference Thus the impact of Rajiv 
Gandhi's assassination was quite formidable 
on the elections. The AlADMK-Congress(l) 
alliance also had a clear edge over its rival 
lit respect of influence on the new and first 
time voteis. They arc largely swayed in 
whatever direction the electoral wind blows 
and vote with the majority. It is useful to 
note here (hai during the period between 



January 1989 and November 1991 there was 
a 4.5 percentage point swing away from the 
electoral base of the [)MK. led front The 
AIADMK-Congrcss(l) alliance during the 
same period recorded an ini rea.se of nearly 
5.5 percentage points in fad. the AIADMK- 
Congrcss(l) fortified its position by nearly 
3 percentage additional points between 
November 1989 and June 1991 I he I3MK- 
led alliance, on the oihei hand, suffered a 
loss of about 4 [sercentage points for 
example, Thanjavur district, a traditional 
stronghold of the DMK, failed ro win even 
a single seal in ilie new asseniblv In Noiih 
Arcoi district, the DMK votes fell by 2,(XK) 
to 17,000 votes 111 It) out ol 2! assembly 
constituencies 

Thus, the crisis of inslalnhly at the lenlic 
and the deteriorating law and order silua 
tion in the state, caused by the inirusion and 
aclivilies of the I'lTf,, joiiulv gave rise to 
a common pcrspcciive among the electoiaie 
in favour of the .AIADMK-C'ongiess(l) 
alliance. The early cuIrninalK'n of :i 
widespread social rescnimciii against the 
excesses committed by llie ruling pariv 
members, acts as uncharacteristic as the 
March 28. 1989 incidents in the assembly 
.stained the image of the I>MK party and 
government As a result, the phenomenon 
of Jayalahtha moved from sircnglh to 
strength and had no occasion to look hack 
The DMK was then thwarted by polilic.il 
developmcnis taking place on the miiiative 
of Jayalalilha The DMK, on iis leiurn to 
power after a long period ol hibernal ion. 
had failed to dcmonstiaie ns professed .id 
ministrative capability and the fietpicni 
interference by the party ladres m the 
governmental luncliomng became an open 
knowledge. The DMK goveinmeiii alsosul 
fered from the buiden ol shouidermg ibc 
populist policies ol the e.irliei MM)MK 
govcrnnicm led by M (i Ramailiandran ami 
found It iriesislihle tioi to laiwich its own 
populist piograinmes Uni the measiiie of 
administrative icsporise and the pans cadic 
commilmcnl weie not foithconimg I lie 
time had also not been on its side and iIk 
surmounting of thcciisis ol msiabilnv .n the 
centre simply inundated ii I he stKial iiiitia 
lives did not trickle down as aniicipaied by 
the DMK-Naiional f rom coalnioii I he stale 
government’s policy of mlrodui.mg cheap 
liquor provided a polilical weapor m itic 
hands of Jayalahtha, w.|io lurnecl the dis 
approval of the large women elcclorale in the 
lower and middle income lamily groups into 
a vote against the .DMK goveiiimeiu 

The DMK was aware and remained son 
scious throughout its bnet tcnuie th.il il s'as 
the problem of Tamils m Sri I anka that had 
helped Ihe paily to make a comeb.ick aliei 
agapof 13 ycais Though its iciuin to [sowci 
became possible only .-llet the de.iih sil 
M C Ramachandran, Ihe party was keenly 
aware of its potential in an emoiise issue like 
Ihe plight of Tamils in Sri laiika, into a 
political issue. Howevei, us obicctisc, could 
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not be fully articulated. In its zeal for power 
the party had failed to grasp the full 
significance of the resourcefulness of a 
liberation movement as ‘E^lam’. especially 
in as receptive and hospitable a socio- 
linguislic terrain as Thmil Nadu. However, 
Its welcome worn out and the assassination 
ol Rajiv (landhi, though politically divcsive, 
changed the political atmosphere in Thmil 
Nadu with anguish and high emotions In 
the electoral battle that subsequently look 
place lolled the death-knell ol Ihe DMK 

[‘Simple Kandom Sampling’ method was used 
in Ihe field survey that was done during May- 
June 1991 The survey was earned out in 
Madras, Madmai, Nagarkoil-Kanyakuman, 
Sripeiiiinpuliur, 1 hcnkasi and Vellore (in 
eluding us rural segmenis) cuirstilucncies in 
Tamil Nadu I am indebted lo Kamashray Rov, 
who with meticulous care went through ihe 
manuscript and gave encouraging comments 

I wish lo thank my colleague Tapan Basu lor 
his valuable commenis on ihc draft 1 am also 
gialefiil lo Sushccia kaushik who very kindly 
introduced me lo ‘bTeclion Studies' 1 
acknowledge wiih gratitude ihe co-opiciaiion 
and assiMaiice so couneouslv given by my 
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DISCUSSION 


Poverty and Technology 

Indira 


Al.OK JOHRI and N Knshnakumar 
(Dccembet 14, 1991) descnbr (a) changes in 
ownership, in availability and in pricing of 
the raw material used in rope making, 
namely, ‘bhabhar—grass—a minor forest 
produce; (b) the process of ‘baan-making 
from this bhabhar grass, and (c) the luture 
of this rope-making industry. While on one 
hand they talk of ‘erosion ol producers’ in¬ 
comes in industries using forest-based 
resources, as traditional rights ovci forest 
wealth were appropriated by the slate in 
order to increase revenue cat iiings’. yi t they 
conclude that the poveiiy of the baan- 
makers is largely due to the ancient 
technology used to make baan (iiven all the 
facts contained in the papci, siieh a conclu¬ 
sion points to an a prion assumption ol the 
causes of poverty, rather than an objective 
analysis of the lads Such an association 
between poverty and iiatiiie of icslinologv 
IS lallacious and extremely naive. Poverty, as 
many of us would know, is a product ol the 
complex ways in which scxial, economic and 
polilical taetors intciad to cause unequal 
distribution ol rcsouices and benefits of 
development In this paper several irnpoitant 
factors contributing to the pcivertv ol the 
ropc-makers'of Clhad have been eilhci miss¬ 
ed. Ol ignoied 

Saharanpur is one ol the most prosperous 
districts of leilile and well-endowed western 
U P The northern pan of Saharanpiii com 
prises ol the ‘Cihad’ area (ihad is a n't kin 
long, 14 km wide stiip ol land along the 
loot-hills ol the Shivalik Hills, a pari ol it 
now falls in the reccntly-eonsliluU'd llardwar 
dislncl I he enliie belt is ciiss-ciossed by 
seasonal rivers, whose heavy cm rents have 
eroded a large pail ot the soil, icndeting 
most of It uncultivable. larvv rainlall and at¬ 
tacks ol wild animals (especially elephanis) 
and birds are majoi problems in agriculture 
People have been dependent on the adjenn 
ing forests foi their livelihcxxl. Rope making 
from the bhabhar grass is a major source ol 
livelihood Many work as casual labouiers 
and rickshaw-pullers, oi go over to 
neighbouring Punjab/Haryana to work as 
agricultural labourers The area has no tac- 
lory/induslry, roads, hospitals, schools, 
electricit)', communication lacihtics, clc. 
Thus the ‘prosperity’ in Saharanpur disirict 
IS highly uneven, with the Cihad area left out 
This overall backwardness cannot be 
overlooked while talking ol poverty 

The authors have alsci completely 
overlooked the high cost ol the only raw 
material in ropc-making— bhabhar More 
than 50 per cent the income from the sale 
of baan is lost on this count It is clear from 
the findings presented in pan I of the paper 
that the high cost is wholly attributable to 
the entry of the state, in the lorm of the U P 


forest Dcparlmenl (fl)), the 1) P forest 
C orporation (f C'), and ihe policies and ac¬ 
tivities pursued by the two It is shown how, 
at bhabhar priced alTCs 200 a quintal, the 
net income is very poor, just onc lhird the 
daily wage late (Rs 10) lor local unskilled 
labour. II the baaii-niakcrs were lo gel 
bhabhar at Rs ItX) a quintal, the same 2 75 
kg of baan produced in 8 hours would feich 
Rs 7 50. an increase ot mote than 100 per 
ccni 'k combinaiion ol reduction in price 
ol raw malenal and elnninaiion ol middle 
men at the village level would make ,i 
siibsiantial dilleieiKc in ilie income, 
although still not enough to allcMaie poverty 
Reduction in the puces is not al all a dif- 
ficull proj.'isition, guen that a major com 
poiieni of me bh.ihh.ir cost is the hellv 
royally paid by 'he K it< the F H, and ihe 
cost added by the middle men 

I he authors show lli.it proUuctivily is low 
and there is uiideriililisatioii ol labour by 
saying that lO.tXXI lamilies should be pro- 
diiciiig 7,500 lo X.tXktqiiiiiials of baan a tort 
night, at the cxisliiig rale of 0 75 quintal ol 
baan per laniilv pei (ortnighl Hui only 
4,171 2 quintals of baan arrive in Ihe (oil 
nightly ’peelh’, which can be produced by 
lust 5,400 families W hilc it is true that there 
IS iindenilihsat ion and low producliviiv, Ihe 
leasons fvn these have not been explored 
()>ir contention is that one ol Ihe leasoris 
IS Ihe ci'Vieasc m btiabliar supply I he yeai ly 
pioduc'licvp. ol bhabhar 's shown to be l.i' 
below 1 lakh qmnials i tables 2 and 7 ol 
original paper) Iven it we add on ihe 
bhabhar collccied by the people bom the 
loresis daimg ibi ’ravann.i’ (explained lalei) 
since 1987. the bhabli.u supply is still made 
quale. Ten thousand fainilics working al lull 
capacilv foi seven monihs a year would 
require l,40,(X)() quintals (al 2 quintals pci 
lamily pei moniti) It is simply nol true ih.il 
bhabhar supply has nol declined. ITrsily, ii 
IS deal from lat’ks 2 and 3 that ihcie is a 
steady decline uvei the years in bhabhai 
production Secondly, harvesting from 
new, known aieas has iioi taken place On 
Ihe contrary, harvesting in 14 out ot 28 areas 
('khols’) has been icrininated alTei the 
harvest ol 1986, as they tail within ihe 
propcised Kajaji National I’ark 

This has atlecied bhabhai supply in two 
ways there is an adiial decrease in bhabhar 
supply, ihcie is increased prcssuie lot 
bhabhar (ro ri villages alfecled by the park 
on adjoining areas, where harscsimg 
continues In fact since 1988 nol more than 
25,000-70,000 quintals is being harvested 
(f he other problems engendered by the pro¬ 
posed park an; more serious, but is nol being 
dealt with heie) Thirdly, the corrupt prac¬ 
tices of the fC also lead to problems in 
bhabhar availability. Ir 1984 there was an 


acute shortage of bhabhar The K', with the 
connivance of local big traders, .sold off 
most of the stixk of bhabhar to traders in 
far-off places by fcbruaiy end Normally it 
would he available in the fC depots nil 
MayJunc Tins seasem (1991-92) sale of 
bhabhar was to have started by December 
25 I ill January 7 ii had nol. 

So the bolilc-ncek and the central is.sue 
in Ihe ro|>c-making acliviiy is that of uncer¬ 
tain availabiliiy and high pricing of the raw 
malenal \s long as tins silualion persists 
introduc ing machines would not make any 
dent Once this is recognised, the lollowing 
questions arise and need lo be faced 
Wtiy stiould a lesouice lliai grciws wild in 
the Idlest cost so much’ 

Whs should pool baan piodiiceis bcai the 
costs ol mvallv paid bv one government 
■insiiiulion’ (o anothei ’ 

Whs should wealthy papei mill owners be 
subsidised at the cosi o( pooi laboureis’’ 
W hs IS ilio I ( nol perloiiiimg Ihe tasks 
for which 11 has tvecii created’ Why do 
middle iiieii si ill coiilnuie to nc'uiish ’ 
Hovs Ian and pisi is ii loi the slate, oi any 
agency (oi lliai mallei lo make prolils out 
ol zero iiiveslnKn! ' 

Coiniiig to Ihe mallei ol technological 
inputs mnosaiioiis ihe lollow iiig need to be 
c onsidcic'd 

(1) I'nder the exisiing condiliotis, wheic 
the maigin is so low and iheic is iinccilainly 
ol availat'iiilv ol law nialeii.il, il docs not 
make soiinci economic seii>e to mtioduce 
capital and working costs m ihis ac'tivily 

(2) t asii.il n fereiice is made lo “problems 
o! c o .ndin.ilion, ownership and eonirol 
likeh lo emeige tiollowmg rnechamsalion)’’ 
III the cMsinig socio economic, political 
iniheii ihes aie not hkelv lo emerge I hey 
will ceil.iinlv cineiee Ihe baan makers, 
alreads disadv.imaged on .iccount ol caste 
and class, can never own the machines, nor 
be in a position lo coniiol them Those 
acqiiamled wiih ground leahlv know dial 
loans, subsidies, etc (say lo huv machines) 
aie ahsohiielv meaningless Iniicvducing 
machines in this svsteni would mean han 
ding ovci the ow nershi() ot the machines and 
hence the production piocess lo the local 
elite, thereby reducing whatever control Ihe 
rope-makers have on il al present In the 
absence of alleinalive means of Iivehhcyod 
this would only aggravate the oxislmg 
povcri y 

(7) One IS not against tcchnolc'gv per ve 
But recent expeiiciices suggest that iniroduc 
non ol new technologies often has complex 
and mixed elfccls. which leflccl the iiivad 
cd economic and social milieu I hcicloie 
simple predictions of benefits accruing from 
technologies are nol very meaningful (If we 
look at the advances in agriculture, im¬ 
plemented as the ‘Orcen Revolution’, we sec 
that this ’advanced' agriculture requires 
heavy financing It thus favoured large land¬ 
owners who could afford the costly inputs 
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of irrigation, fertilisers, machinery, etc. It 
served to stratify existing rural class struc¬ 
ture and forced landless and jobless peasants 
to migrate to cities in search ol jobs, and a 
livelihood ) These picdictioiis and the 
notions underlying them are lull of lallacics; 
Solutions to major problems— such as 
poverty, hunger, unemployment, etc- are 
not limited by existing and available 
technology, but rather by economic and 
political factors f mphasis on technological 
solutions serves to divert/distract Irom other 
changes and goals that are actually needed 

I would like to also place in pro|>ei 
perspective the struggles ot the people of 
Cihad through the Ghad Ksheira Ma/doc>r 
Morcha (GKMM) To merely say that “a slii 
was launched in which the producers entered 
the lorests and brought out large quantities 
ol bhabhar m defiaiue ol the authorities” 
is a gross misrepicsentation, and reflects 
iailurr to understand the implications and 
the utidersianding behind the movement 
During the bliahhar shoiiage ol ld84 
members ol Vikalp (a social organisalioii) 
were lorscd to look into the raw material 
availabiiily RcseaKh icvealcd ihe existence 
of the rights ol the local people to bhabhar 
and other minor lorcsi produce such a-, 
fodder, tuel-wood, umber lor agricultural 
implements and lot housc-biiilditig, and to 
grazing ol sallU’ oi olhci animals All these 
rights were m lieu ol some duties pciloim 
ed by the viliagois, like protcslion ol lorcst 
staff liom wild animals, previ'iition ol illegal 
lelliiig ol liecs, and cstingiiishing lire m the 
loicst (quilc i omnivrii in summer) I hese 
rights are tiadiiionally known as 'ravarina’ 
While the working plan ol ihe f t loi the 
Shivalik division acknowledges ihe exislciu'e 
ol these lights, in piailict they luid beeii 
giadually leimiiiated ovei the ve.irs, h\ Ihe 
management practices ol the I D, the K and 
the contractors i-ollowiiig this "discocciyol 
existence ol lights' the vill.igeis wcic niohilis 
ed, and negoilaiioiis with the .uiilioiuics 
began Ihe teluclaiice ol Ihe I (. to restore 
the rights and the indilleitnce ot the ad 
mimsiration led to the lauriclutig (<l the 
GKMM in lanuaiv islgn with the slogan 
van sampada hamuru /iinatri -.iddh adhikar 
Ao/'fHrrest lesoutccs .irc our birih-iight) In 
April 19K6lhc villageis cnicit d ilic loresi to 
symbolically tcclaim iticii light to the loicst, 
despite he.ivy pteseiisc ol the I’losiruial 
Armed f oiisiabulaiv llictc lollowed a 
period ol struggle and iicgoiialions, during 
which the amlioiiiits wcie apaihcln., ada 
mam and aggicssisc, ihcv dangled the 
‘incentive' ol soil loans Ihe inc'rcha was 
howevei, ve's cie;r and lesidule about ir*. 
demands 1 inallv liie ravaiiiia was conceded 
in lanuaiv I9g'' 

It IS not that people did not go into the 
forests at all eat her I her did go in. with the 
collusion of the (oresi gii.iids. It' 'steal' 
bhabhar. wtiod, etc, iht^ weu hullicd by the 
very same guards who also lorced them to 
pay bribes 1 liev were looked down upon as 
'thieves’ trespassing on stale property Ihe 
struggle lor anti the suhsequenl lestoralion 


01 the traditional rights have gone a long way 
in imparting a sense of dignity and self- 
confidence among them, other than enabl¬ 
ing them to meet certain basic needs without 
any fear So the objective was not that of 
merely getting bhabhar in defiance of the 
authorities 

It IS relevant to mention here that in 
another part esf (ihad the forests have been 
totally closed to the people on account of 
the proposed Raiaji National Park After 
fruitless negotiations with the park 
authorities and the government, the villagers 
have decided to enter Ihe park, in defiance 
of the park rules According to a local 
activist this act ot lorced entry is similar in 
spirit to the Salt Salyagraha of Gandhiji in 
I9«). 

In November 1988 Ihe GKMM took up 
an agitation lor fixation of bhabhar price 
and for opening of retail outlets As a result 
of which 11 was settled upon that hencelorih 
the bhabhar prme would be fixed each year, 
in coiisiillalion with the representatives ol 
the banii’procluceis I hat yeai it was fixed 
ai Rs 135 for the sorted variety and Rs 108 
for the iiiisoited one Other arrangements 
to eiisiiic pioper supply to the haaii- 
ma/dooi. on a priority basis, were also 
arrived at Another important demand of 
the motcha has been that the thekedars be 
eliminated lioin the harvesting operation As 
the 1 C docs not want to lake the respon¬ 
sibility, and as the morcha has been flunk 
mg of ways ol peoples' patiicipalum in 
loresi icsourcc management, it decided to 
undcitakc the tiai vesting operation m 1990 
A lot of obstacles were cieatcd by the FC 
iliroughoiil the harvesting period to abort 


this initiative. For instance: it delayed issu¬ 
ing the work-order to Ihe co-operative 
(formed to conduct harvesting), to begin 
harvesting, by more than a month. Later it 
delayed the payments for the bhabhar that 
was being harvested and deposited in the 
depots by this co-operative, the other 
thekedars were being paid on lime. This 
delay deprived the co-operative of much- 
needed money to pay the labourers’ wages, 
to buy rations to be provided to them, etc 
As a result many labourers left mid-way 
during the harvesting. The co-operative thus 
could not meet the target assigned to it. Thus 
the whole initiative was made ‘unsuccessful’ 
and the morcha and its co-operative 
‘black-listed’ 

The struggles of the people of Ghad thus 
continue, with their ups and downs The 
understanding evolving now is that the FC 
should go—’van nigam haiao’. And alter¬ 
native ways ol management of Ihe forest, in¬ 
volving the local people, arc being thought 
ol 

in conclusion all one can say is that while 
It IS true that common property resources 
serve to generate employment and income 
for the people traditionally dependent on 
them. It cannot be effectively achieved by 
mere technological inputs. Asserting so 
diverts attention from the role of the sia.e. 
which by appropriating common property 
resources, is depriving the people of their 
only source ol livelihood; and by not pro¬ 
viding alternative hvclihood/employmeni is 
causing their impoverishment. 

|! am grateful Its K J Mukherjee for his .sug¬ 
gestions and comments | 


Maiulya >ali«>nal I’aper 'VliHs 


MANDYA NAIIONAI PAPl.R Mil l.S, 
a public sccioi undertaking, cuntinucd to 
be in the letl during the year ended March 
1991 Although turnover remained at 
Rs 23 crore as in previous year, operating 
piofiis at Rs 98 lakh recorded a fall of 38.4 
per cent o'ci Rs 159 lakh in the previous 
ycai The company incurred a net loss of 
Rs 704 lakh as against a loss ol Rs 599 
lakh in the previous year 

Sleep hike in the cost ol inputs like 
i.iustis soda bagasse, coal and lime, in 
cieasc m power larilf and transportation 
cost had a danipening effect on margins 
i ost ot production also went up due to 
higher chemical sonsurnpiion resulting 
liom the use ol liesh b.igasse and khand- 
sari bagasse Reflctiing this, cost of sales 
to sales luriunci [.'. ‘o moved up from 
126.49 to 132 06 

The company produced 13,735 tonnes 
of finished paper tn 1990- 91 as compared 
to 14,451 tonnes in 1989-90. a fall of 5 per 
cent. The fall in production was mainly 


due to short supply of baga.sse and non¬ 
availability of long fibre pulp 

fhe company initiated certain measures 
to manufacture higher value items. To 
meet the market demand for high value 
water mark paper, Ihe dandy roll which 
was not in use for a long time was com¬ 
missioned during 1990-91 with modifica¬ 
tion in the loading arrangement The 
company also entered the market for note 
books under the brand ‘Meghdoot’. 
Reportedly, the realisable value of the pro¬ 
duct was increased by about Rs 1,800 per 
tonne The company further plans to 
manufacture of maplitho paper. Towards 
achieving cost reduction, the rewinder 
which would tacilitate flexibility in opera¬ 
tion was activated to meet Ihe market de¬ 
mand (or reel orders. Similarly, new 
equipment was installed to yield saving of 
two per cent in fibre. Rag pulp, an alter¬ 
native source of pulp, was used as a 
substitute to the more expensive imported 
pulp 
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PROSPEROUS NATION-PROSPEROUS GUJARAT 



Gujarat Government under the dynamic leadership of Chlel Minister, 

1 


Shrl Chimanbhal Patel hae taken bold decisions to accelerate the process of 



balanced development ol Ihe State and started their implementation. The 

f / ' . W'W 


income of the State has been raised as a result of his constant consultation 


▼ 

with the Union Government In the direction of bringing about solution to the 
key Issues ol the State and programmes ol social justice and Improvement of 



Ihe living standard ol backward classes have been undertaken In a big way. 



NARMADA PROJECT 

• Sardar Sarovar Narmada Project will 
have an installed power capacity ot 
14 50.000 KW of which the share of 
Madhya Pradesh is 8,26,500 KW, 
Maharashtra 3 91 500 KW and 
Gujarat 2 32 000 KW 

• The construction work ot Narmada 
Canal speeded up to supply 
Narmada waters to the Saurashtra 
Region 

• Drinking water facilities would be 
made available to 135 urban centres 
and 8215 villages of water starved 
areas of Saurashtra and Kutch 
regions 

INDUSTRIES 

• Capital investment of Rs 40 000 
crores in various industries in rhe 
next live years u^dcr the New 
Industrial Policy 

• Slate Government agreed to bear the 
cost of a Rs 473 crores scheme for 
providing gas of the Bombay High 
which IS being burnt through pipe 
line for the development of Western 
Coastal areas of Saurashtra which 
are m the need of power most 

SCARCITY RELIEF 

• Plan to provide relief to the scarcity 
affected people through intensive 

^ irnplementation of the scarcity relief 
works at a cost of Rs 500 crores 


EMPLOYMENT 

• Within five years tO lakhs 
employment opportunities will be 
generated Lffecfivb planning has 
been made 

• hmployment to be provided to 2 laKn 
persona m the field of Khadi Cottage 
and village industries in the rtext two 
years 

WELFARE SCHEMES FOR 
DEVELOPING TRIBES 

• Implementation of Welfare Uplift 
ment Schemes of Backward Classes 
at the cost of Rs 60 crores 

WOMEN UPLIFTMENT 

• framing being provided to as many 
as 6000 u'ban and rural women 
anually in 16 community training 
centres lor preservation of fruits and 
vegetables 

• Decision to appoint honorary 
Woman Magistrate in every taluka of 
the State The process for the seme is 
in progress 

• A State level Women Security 
Committee reconstituted to avert 
atrocities on women 

URBAN DEVELOPMENT 

• Allotment of 12 200 plots of land by 
the State Govt admeasunng 25 Sg 
mts at the rate of Rs lOperSq mir 
to the urban poor 


PORTS 

• A scheme unde' implementation to 
develop Pipevav Ron near Mafmva in 
Saurashtra as an aM-weather ports at 
a cost of Rs 40 crores 

• Foundation of the first RO RO Ferry 
Sernce laid of Ihe Country at the 
Pipavav Port 

EDUCATION 

• Ediicanon imparted to 4,03 005 girls 
in the State by the end of 198SF90 
under the scheme of Free Education 
to gins at all levels An expenditure 
amounting to Rs 6 1165.903 was 
borne by the State Government 

HORTICULTURAL ACTIVITIES 

• In order to increase horticultural 
production under drip irrigation il 
has been planned to provide 1000 
drip sets to the orchardists at the cost 
of Rs 150 lakhs 

TOURISM 

• With a view to boost lounsm activity 
m the State, New Tourism Policy 
implemented Encouragement and 
special benefits would be given 
category-wise for the development of 
50 tourists places in the State 

• Ahmedabad Air Port accorded a 
status of an International Air Port at a 
cost of Rs 14 50 crores 


RURAL HOUSING 

• Alloralion of 1 i 15 265 plots of land 
to the rural artisans anj landless 
agricultural labourers under the 
scheme for providing free housesite 
plots by the end uf November 1991 
Out of these 2 30 710 plots allotted 
to Scheduled Caste and 2 61.137 
plots allotted to the Scheduled Tribe 
beneficiaries 

CO-OPERATION 

• There exists m the State Ihe system 
of providing loan to the account- 
holder agriculturists through one 
State Co-operative Bank 18 District 
Central Co-operative Banks and 
6 811 Primary Credit Service Co¬ 
operative Societies 

• The number of Nagnk Sahkan Banks 
in the State stands at about 266 
having 20 iakh members and tha 
deposit to the tunoofRs 1800crores 
The loan amounting to about Rs 
1450 crores have been advanced 

• Planning Commlaaion has 
approved an annual plan 
outlay of Ra. 1875 croraa lor 
Gujarat for tha yaar 1982-93 
In which priority will be 
accorded to nead-baaad 
programme. 
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State of State Finances 

Any attempt to undertake fiscal reforms to bring down the revenue 
as well as fiscal deficits will have to understand and tackle the 
problem of fiscal imbalances at the state level. What are the 
emerging trends in slate finances and the major problem areas? 
What policy changes are needed to tackle these problems? 211 

Different Struggle 

Unlike development efforts for other sections of the population, the 
government’s emphasis with respect to women is not on policy 
measures or resource allocation, but on awareness raising, 
organi.sation and mobilisation. This has created a piquant situation; 
the struggle is no more against the csiablishment but is in fact 
being conducted with slate support What is the new target? 

Or is there one at all? 193 


Df railed? 

A whole spectrum of non-tribal 
interests are making significant 
inioads within the Jharkhand 
movement, taking the iniiiaiive 
away from the exploited iribal 
masses. The movement today 
stands more lor regional siaie 
forrnaiion ihan tor ethnic 
sclf-determinalion of the 
tubal masses 2iMI 

Deep Wounds 

long years of violence and the 
expansion of the oppressive siaic 
machineiy have deali a severe 
blow to the poliMcal process in 
l-’unjab. Attempts at resolving 
the crisis will not only have lo 
revive the democratic inovemcni. 
but contend with the 
coniradiciions produced by ihe 
socio-economic model which 
was adopted for Punjab 187 

Rej^ional Linka^^es 

Washington’s attempts to muscle 
m on emerging east Asian trade 
alliances have been successluily 
resisted. So far 199 

Educating Doctors 

If rational therapeutics is not 
practised today, a key factor is 
the absence of relevant 
information channels. Systematic 
dissemination of drug 
information is urgently 
needed. 191 


Roots of Riots 

Communal riots can be 
prevenicd i( the police is 
determined to do so But 
whether a not begins at all or 
not IS determined by political 
forces and not by ihc police. 189 

Lisicning to the Sanskritised 
Hindu ‘qawwalis’ sung by 
Muslims in praise of Khwaja 
Moin-ud-din Chisii one can’i 
help wondering. Who lomcnis 
communal hatred and in 
whose interest? 18.» 

Ro»>tlcss 

llmvcrsities in the thud world 
will cease lo be alien or semi 
alien msliiulionv only when 
I he balance as between ihc 
sciences and the humanities 
IS altered 223 

Financial (Control 

The prolonged controversy 
preceding the inauguration ol 
the Reset VC Bank ol India in 
April I93,‘> brings out clearly 
how Britain sought to exercise 
firm control ovet the 
tinancial policy of colonial 
India 229 

Pressure Tactics 

The cotton mill industry’s 
pressure to be allowed to impori 
cotton duty-free under OGl. 
needs lo be resisted. 178 


LETTERS TO EDITOR 


Short-Sighted Response 
to Economic Crisis 

THE Association of Indian Economics 
Studies organised a session on ‘IMF Con¬ 
ditionality and India’s Economic Crisis' 
at the American Economic Association’s 
Annual Meetings in New Orleans, LA. on 
January 4 Wc, the panelists, raised ques¬ 
tions about the suddenness of this crisis 
as well as a lack ol debate on and 
relevance ol the policies adopted. 

In the early l9R0s there was euphoria 
about the Indian economy and its growth. 
Nothing changed during this decade ex¬ 
cept the rapid growth of imports, heavy 
reliance on short-term borrowing to pay 
for them, and a very last growth of debt 
service obligations to private lenders It 
IS therefore illogical to seek the genesis of 
this crisis in the long-term planning 
strategy followed by India. The response 
to this crisis has been three-fold; 
(i) devaluation, (ii) liberalisation, and 
(iii) privatisation and diminution of the 
government’s fiscal role. 

It was argued that devaluation is nur an 
appropriate measure to resolve the 
payments crisis. On the contrary, it may 
be a further destabilising factor lor the 
balance ol payments The policy of libera¬ 
lisation contains potential for certain risks 
that need to be clearly recognised. These 
are; dilution of slate intervention capaci¬ 
ty, divesture ol decision-making power lo 
foreign elements, weakening ol the public 
sector ihai competes with gieater effi¬ 
ciency, de-eiiiphasising ol self-reliance, 
development ol a semi-dependent economy 
and an incteasc in the external debt 
burden. 

Privatisation ol public cc 'ceriis, as 
contemplated in recent policy statements. 
IS also not an appiopiiaic policy lor this 
crisis because it subsiituics ideological 
’responses to real economic problems 
Whatever the shcsricomiiigs ol the public 
sector, there is no basis loi ihe presuinp 
tion that once these enterpiises are 
privati.sed, they will auiomaiicall> become 
more elficicnt The record ol the private 
enterpri.ses has not been sets encoiiiag 
ing and the experience with piivatisation 
fails to provide anv ccmlidence in its el- 
ficacy as-a means ol enhancing produc 
tive efficiency 

We recognise the short-term policy 
compulsions on the government of India. 
However, to abandon the long-term goals 
of self-reliant and sustainable growth is. 


m our view, short-sighted. We strongly 
recommend that the Indian government 
rethink its long-term development strategy 
and the current economic policy package. 
It IS urgent that mechani.sms be establish¬ 
ed to make members of all grops—-namely, 
business corporations, bureaucracy and 
political parties—accountable. 

Nanda K Choi ijhky, Surish DrsAi, 
Romi sh Diwan, Vaman Rao 
Association of Indian 

Economic Studies, 

New York. 

History of Indian 
Science, Philosophy 
and Culture 

A PROJECT to undertake systematic 
study and research on the History of Indian 
Science, Philosophy and Culture has been 
included in the programmes of the Indian 
Council of Philosophical Research during 
the Eighth Five-Year Plan. The basic aim 
of the project is to undertake a compre¬ 
hensive and inter-discipimary study of the 
scientific, philosophical and cultural 
heritage of Indian civilisation as it 
developed in the past and as it interacts 
in our own times with the modernity 
which IS crystallising in our midst With 
the approval of the prime minister’s of¬ 
fice and the department of education, a 
preparatory committee was constituted in 


July 1990 under the chairmanship of 
D P Chattopadhyaya. The project has 
since been approved by the Planning 
Commission also. 

The project has been envisaged with the 
following objectives: 

(a) to study India through Indian eyes, 
and to arrive at a studied self- 
awareness of India's strength and 
weakness as evidenced by a scholarly 
and expert study of the intertwined 
development of Indian science, philo¬ 
sophy and culture from their genesis 
in remote antiquity to the 20th 
century; 

(b) to derive valuable light from the study 
of India’s past which can aid in the 
development of its future; 

(c) to collect and document resource 
materials which would be useful for 
the present study as also for similar 
studies that may be undertaken in the 
future; and 

(d) to stimulate .scholarly studies amongst 
scientists, technologists, philosophers 
and scholars dedicated to the promo¬ 
tion of Indian culture which might 
generate new perceptions and insights 
in regard to the inter-connections of 
Indian science, philosophy and 
culture 

KlKblit JOSHl 
Indian Council of Philosophical Research, 
New Delhi. 
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More Myopic Politics 


T he tragedy in Punjab seems Set to become a larce with 
all the equations that prevailed hitherto in the state 
collapsing following the initiation of the election process. 
The centre which till the other day displayed firm resolution 
in not holding elections displays the same resolution in for¬ 
cing elections. The moderate Akalis who till the other day 
insisted on reviving the electoral process are outdoing one 
another in striking militant postures and demanding a 
boycott of the elections, a course of action that has invited 
the centre’s wrath. And the militants who had all along re¬ 
jected the electoral process and stuck unvaryingly to the goal 
of seccession arc, from all available reports, contesting elec¬ 
tions on the sly. in short the complexity of the situation is 
such as to cloud comprehension and defy predictability. 

The announcement of elections by the government unac¬ 
companied by acceptance of any of the demands of the Sikhs 
was greeted by an Akaii response that bordered on alarm 
Soon thereafter came the decision by the Akali groups to 
boycott elections in response to which came a series of splits 
among them. Sukhjinder Singh, a Badal group functionary, 
chose to defy the leadership and contest the poll though his 
sole contribution to state politics is likely to be restricted to 
the introduction of one more party, an Akali Dai(S), to the 
proliferating list of Akali Dais. The Akali Dal (Panthic) 
vanished without a trace and its leader Amrinder Singh later 
resurfaced as a senior leader of an Akali Dal (Kabul). To 
add to ail these developments came what cannot be anything 
other than attempts to trap the Akalis into participating in 
the elections through information planted with intent to 
mislead. A widely reproduced report appeared in the press 
to the effect that the Mann group would participate in the 
polls. The Mann group’s denial was quick to come but the 
attempt was to sow doubts among the Akalis about one 
another’s posturings and intentions and to induce members 
of the various groups to file nominations. 

This ploy seems to have paid off to some extent and the 
various Akali leaders in a desperate attempt to ensure boycott 
are believed to be pressurising the Akal Ikkht to issue a 
‘hukamnama’ to this effect. The moderate Akalis are caught 
in s bind either way. Should they contest the elections not 
only do they invite the censure of organisations like the Dam- 
dami Ihksal which though it has maintained a low profile 
in recent times continues to exercise considerable influence, 
but also stand to lose their status in the face of a possible 
exposure of their lack of popular support. On the other hand. 


should their attempt to canvass support for a boycott fail 
It amounts to the same thing-—a revelation of their true 
political strength or, more to the point, the lack of it. And 
the centre seems to be bringing about preci.sely such an out¬ 
come by banning boycott rallies and arresting, for short stret¬ 
ches, leaders advocating boycott. An excuse for sidelining 
the Badal, Mann and Ixmgowal groups after elections, par¬ 
ticularly should these make strident demands, seems to be 
in the making. By seeking a religious injunction in order to 
secure a boycott, the Akalis have conceded the point some¬ 
what, despite their attempts to couch the whole exercise in 
terms of Panthic unity. 

As for the militants their predicament is not much dif¬ 
ferent. Should an elected government be installed and a 
settlement negotiated between this government and the cen¬ 
tre, the ground will partly have slipped from under their feet. 
Consequently they have resorted to putting up front can¬ 
didates and with rumours of some militant groups joining 
the fray directly flying thick and fast, other groups may feel 
constrained to join in. And with Sikn forces in such disarray 
as to split the vote and disperse it widely across the many 
groups and with the security forces reportedly obstructing 
non-Congress nominees and independent aspirants from 
filing their nomination, the Congress will obviously be hop¬ 
ing for a victory and a quick settlement with a powerless and 
for all practical purposes unrepresentative government which 
can then be Haunted before the ‘rest of the nation’ with a 
view to propping up the party’s declining fortunes. The farce 
of the Rajiv Gandhi-Longowai accord comes readily to mind. 

Recourse to this manner of myopic politics based on petty 
calculation does not possess the merit of bringing in even 
the fringe benefits—at least not when enacted as a repeat 
performance. The catastrophe in Punjab was unleashed by 
attempts to keep the Congress in power in the state. But Con¬ 
gressmen and their ilk in the other national parties are loath 
to learn lessons, even those that are repeated ad nauseam. 
The process of periodically going through the motions and 
ferreting out cosmetic solutions appears to have too deep a 
fascination for the centre, irrespective of the party in power. 
For the present the curtailed election process that is being 
rushed through may well be taken to its conclusion despite 
the antics of the Akalis and the militants. But should the 
centre misuse its outcome, as it shows every sign of doing, 
the next round of elections will not require any exertions by 
the Akali Dais to ensure a boycott. 
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CONGRESS PARTY 

Election Pains 

[T is not only with regard to the new 
economic policy that Congress party 
members have been nonchalantly ignoring 
the party high command’s plea lor con¬ 
sensus, The election of the office bearers 
of the Pradesh Congress units has given 
a new intensiiy to the tension intrinsic to 
this level ol the party and which has been 
the es.sence ol the high command’s scheme 
of contiol ol Us slate level leaders In 
Bihar the struggle is between Jagannaih 
Mishra who has a stranglehold on the 
state party machinery and is therefore in¬ 
sisting on secret ballot and the rival group 
headed by Sitaram Kesri and including 
Bhagwat .lha A/.ad, Nagendra Jha, Sid- 
deshwar Prasad and Satyendra Narain 
Sinha who. because of their lack of 
organisational base,have been calling lor 
a choice by consensus As a consequence 
the election has been piostponed thrice and 
things have strayed so lar fiom consensus 
that firearms have had to be deployed in 
the inner party struggles, a state of atlairs 
that occasions no surprise in Bihar 
But It IS not only the turmoil in the 
Bihar Pradesh Congress that has shown 
the lie to the C ongress spokesman’s claim 
that oiganisational elections m the pans 
will be completed by lebrtiary 4 in all 
slates except Bihar and Madhya Pradesh 
As ol now only three states have gone 
through the process- Assam, Kerala and 
Maharashtra Ol these, it is only m Assam 
that the process was cmiduclcd ssiihout 
difficiillv with Saikia protege Dharanidliar 
Basumaiari being stalled as Pc'( presi¬ 
dent In Maharashtra the smoothness ssiih 
which the l^wai-Naik group managed lo 
outwit the Shivaji Kao Paiil-Nilangekar 
laclion in instulling .Shivajirao Deshiiuikh 
MPCC president does little to conceal the 
deep divisions m the state pails unit 
l ikewise in Keiala, sslierc the party is 
organi.sationalls perhaissihe strongest, the 
dillereiices beivsecri ,A K Anthony and 
K Karunakaian spilt osei into street 
brawls and court disputes and an\ allempi 
to turnish such a contest, in which the 


latter's nominee Vyalar Ravi, defeated the 
former by a narrow margin of 18 votes, 
with the gloss of ‘parly democracy at 
work’ will not wash. And to make mat¬ 
ters worse for the high command, among 
the first acts of the new KPCC president 
was to air publicly his dissatisfaction with 
the new economic policy 

In the other states in which the Con¬ 
gress commands some influence dissident 
activity has been stepped up. In Andhra 
Pradesh and Karnataka the organisational 
poll has become a pretext lor dissidente 
against incumbent chief ministers, Janar- 
dhan Reddy and Bangarappa In Kar¬ 
nataka, C' K .laffer Sharicf, (iundu Rao, 
and associates of Veerendra F’aiil have 
Iseen urging the high command to stay the 
elections In Madhya Pradesh Arjun Singh, 
minister for human resource development 
and present MPCC president, claims that 
the leaders have ‘broadly agreed’ to work 
out a consensus—a view ihai quite 
naturally has been questioned by his rival 
Shyama Charan Shukla. And though 
Balram Jhakhar, general secretary in 
charge of elections, rushes hither and 
thither, there is as yet no sign ol elections 
in the state 

The story is much the same in UP 
where elections have been postponed 
thrice in search ol the elusive consensus 
The two pnncipal rivals are Mahavii 
Prasad and 1 cskpaii Tripaihi with N D 
TTwari, who is aspiring for AlCC presi¬ 
dentship, yet to declare his stance the 
caste factoi will no doubt deleimiiie the 
outs .line and should Mahasii Prtisad win 
ellorls will no doubt be made to woo bavk 
the harijans to the Congress told 

In Haiyana the state unit has reached 
the brink ol a split between the Bhajaii 
I al gioiip and Ins one tunc associate 
Shainslicr Singh Sui lewala, w ho has soin 
billed with his one time rival Rao Bireiidei 
Singh In the oiliei states where the ( on 
giess presence is inoie or less insigiiilicani 
the same ssraiuble lor posts is evident In 
Rajasthan the loniesi is between flarideo 
loslii, and the group led by RPC ( vhiel 
Paras Ram Madei na hile the latter has 
the suppoit ol union agriculiuic minister 


Balram Jhakhar, this advantage has been 
neutralised since Joshi has the support of 
the returning officers. In Orissa the situa¬ 
tion is similar to the one in Bihar. With 
J B Painaik in command organisationally, 
the K C Ijenka and Cnridhar Gomango 
groups have been demanding a consensus. 
As for West Bengal, the rivalry between 
the Somen Mitra-Subraia Mukherjee fac¬ 
tion backed by Ghani Khan Choudhari 
and the P K Hasmunshi-Mamta Banerjce 
group supported by S S Ray has proved 
so intractable that Pranab Mukherjee, 
who has been appointed chairman of 
scrutiny for the WBCC election, has of- 
fcied to assume the PCC president’s post 
as a consensus choice. 

The professed aim ol the organisational 
elections is tci strengthen inner party 
democracy So far it has only offered a 
view of the cleavages in the organisation. 
With the lines of division drawn and 
publicly staled, the polarisation of forces 
within ihe party aiound the issue of ns 
ideological and economic policy turn may 
well be taciliiaicd. These equations will be 
shaped bv ihc links forged between 
specific central Icadeis and the rival 
groups at Ihe PC ( level 

lAMII V PI A.NNING 

‘For \^bni<*n, with 
Women? 

I AST month the Indian Council of 
Medical Research went one step further 
in irnplemeiiiiiig Ihe new family planning 
vir.iiegy lor the IdVOs when ii called a 
mceiing ol ‘wennen health advocates’ 
Iwhicti, going by the list ot participants, 
excluded every single autonomous women’s 
group whith has been concerned with 
issues ot contraception) ostensibly to 
discuss Us curreni and future programmes 
The locus ol lamily planning research is 
appareiiily noi on demography any more, 
hut on Ihc hcalili and welfare of women 
and Ihe aigument runs thus’ given the ex¬ 
tent of ill-healih among women (especially 
wbai the inter national agencies appear to 
have ncwlv discovered, reproductive 
illness) ihe locus musi necessarily be on 
wonic.i’s healih The primary concern, ac¬ 
cording lo the K'MR, is lo improve the 
quality ol litc foi women, which may or* 
may not have a demographic dimension. 
And ol loursc the unstated assumption' 
is ihai icpcaled pregnancies are a major 
cause ol Ihc extensive morbidity and mor- 
lality among women. 

Within this changed framework Ihe 
ICMR IS now looking for new contracep¬ 
tives Needless to say, there can lie no 
coinpleicly sale comraceplive. So what's 
the answer’’ Behold Ihc marvels of 
science an implant which can be intro¬ 
duced subdermally and stay there for 
several years releasing the vital hormone 
into Ihe system, without the woman, or 
for that matter anyone else, knowing that 
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it even exists. The implant idea -is not 
new—it has been on the anvil for several 
years. And there are any number of 
reasons, never made public except under 
pressure, why its use poses unacceptable 
risks. But that’s not the issue here, impor¬ 
tant as it is. What is of immediate con¬ 
cern is the manner in which the ICMR is 
seeking to introduce the new contracep¬ 
tive into the family planning programme. 

It may be recalled that women’s groups 
have gone to court questioning the safety 
of the injectable contraceptive. The case 
is still pending in the Supreme Coui t and 
no decision has been taken on its intro¬ 
duction in the programme. In the interim 
there has been increasing awareness 
among women about the problems posed 
by hormonal contraceptives and women’s 
group.s, which today include a cross- 
section of medical opinion, have con¬ 
sistently been challenging the medical 
assault on their bodies in the name of 
population control. The ICMR’s meeting 
last montn was rather a naive (and unsuc¬ 
cessful) attempt to obtain some sort of 
synthetic consent for its projects, especial¬ 
ly Norplant(6) which it is planning to in¬ 
troduce in 100 medical college hospitals 
with a recruitment target of 20,(XX) women 
participants (victims.^) in the coming year 
For one thing, the ICMR had ensured ihai 
its critics were kept out of the meeting- 
ncither of the organisations which have 
filed the Supreme Court case had been in¬ 
vited, nor representatives of women’s 
groups. Second, it failed to circulate to the 
invited ‘women’s health advocates’ papers 
on the project reports which were pre¬ 
sented—.something which is necessary it 
a discussion is to take place in and out of 
the corridors of the K'MR And intere.st- 
mgly It also chose to suppress intorma- 
tion on the results of the earlier Norplant 
trials, and the fact that Norplant(2) trials 
were abandoned because ol fear that the 
elastomer used was carcinogenic Most 
significantly, given that the intention of 
the meeting was to seek the co-opcration 
of women and their participation in con¬ 
traceptive research, the ICMR has noi to- 
date circulated anv report of the meeting 
or of its projects to the press. The coun¬ 
cil has thus made a mockery ol a process, 
viz, creating channels for the participation 
of people in programmes which affect 
them, which must be respected and in the 
coniext ol what looks like the coming 
assault on democratic institulions, must 
be preserved and strengthened. It is this 
attempt which must be strongly censured 
and opposed 

INDIA-ISRAEL TIES 

Hidden Agenda 

ESTABLISHMENT of diplomatic rela¬ 
tions with Israel is sought to t? projected 
as a peace-loving India’s ardent longing 
to take part in the West Asia peace talks 


in Moscow. Since Tel Aviv insisted on 
India’s forging full diplomatic ties with it 
as a precondition for New Delhi’s parti¬ 
cipation in the Moscow talks, it is made 
to appear that in the greater interest of 
bringing about peace in West Asia, South 
Block had no alternative to the step it had 
taken. 

One can of course argue that India’s 
continuing refusal to have full ties with 
Israel was serving no purpose, beyond 
demonstrating its solidarity with the 
Palestinians. All these years, it had neither 
succeeded in putting pre.ssures on Israel, 
nor been able to restrain its belligerence 
in any way. Now, m the changed global 
situation and particularly with Arafat’s 
recent go-ahead signal, there was little 
point in continuing with the old siance. 

But while all this seems logical, there 
IS more to it than meets the eye. Hawks 
in our defence establishment have been in¬ 
sisting on closer ties with Israel for a long 
rime Quilc predictably, they enjoy power¬ 
ful backing Irom the BJP and right-wing 
politicians both in the ruling party and 
other sections o( the opposition. Israel’s 
military success m wars with the Arab 
states has become a source of inspiration 
lor these Indians iii their plans of .settling 
scores with Pakistan Israel’s anti-Arab 
strategy converges with these politicians’ 
anti-I’akistan interests Tel Aviv therefore 
naturally becomes the miliiarv mecca lor 
India’s New Right and their allies in the 
armed forces 

Speculation is already rife about 
defence co-operaiioti between Israel and 
India, following the establishment of full 
diplomatic relations India will seek 
weapons systems and supiiort equipment 
like radai, electrornc warfare equipment 
and engineering items ti'-ed in border- 
fencing. The main area ot co-operation 
will be anti-insurgencv opeiations, where 
Israel is expected to provide India with its 
expertise cultivated over all these years of 
Its fight against the PIjO. Equipment used 
by Israeli para-military forces in the sup¬ 
pression of the Palestinian liberation 
fighters IS much in demand among Indian 
defence personnel engaged in anti-terrorist 
operations in Punjab and Kashmii Train¬ 
ing of Indian commandos by Israelis in 
anti-insurgcncy measures i% also on the 
cards 

These plans for defence co-operation 
have an ominous implication for India’s 
sovereignty, pariicularly in view of the fact 
that Mossad, Israel’s powerful intelligence 
service, is closely linked with that coun 
try’s defence establishment It is now well 
known how Sn Lankan army generals got 
enmeshed in Mos.sad’s under-cover opera¬ 
tions, after Colombo sought the help of 
Israeli military advisers to train its forces 
in its attempt to smash the Tamil resis¬ 
tance. i'n their zeal to suppress insurgen¬ 
cies in Punjab and Kashmir, our army 
generals may be inviting a similar disaster. 


TWENTY YEARS AGO 

E/’W; Annual Number, 1972 

The Planning Commission has iden- 
iilicd some areas of serious failure on 
the economic front in its Mid-Term Ap¬ 
praisal ol the fourth Plan But it has 
not gone veiy much beyond this The 
more disquieting findings about what 
has gone wrong m the first three years 
ol the Plan period lie so deeply 
embedded in the jargon of economic 
and siaiisiical analysis that one is 
not sure whether there was even any in¬ 
tention lo fiighlighi them and to 
undeilmc their gravity Some of the 
crucial pio|cctions for the lemainmg 
two ycais ot the Plan period rest also 
on such unrealistic assumptions that 
the result has perhaps been to lull the 
C'omniission itself into a false sense of 
.security. 

The high rate ol growth of national 
income recorded in the last few years 
has not only failed to generate the 
necessary resources lor investment but 
has actually left weaker the position of 
the public sector which has so far 
played the leading role in the develop¬ 
mental process. 

W hat d(K*s the Commission propose 
lo do to rectify this situation? Ap¬ 
parently nothing at all as far as the 
piivate sector is concerned The report 
points out how the consumption stan¬ 
dards of the upper-income groups sei 
the pace for the less well-to-do strata; 
that “non-liinciional consumption”, 
such as on ceremonials, rituals and 
superstitious practices, is clearly on the 
inciease, and that all this is deeply 
looted in the prevailing inequality. It 
even goes so far as to assert that, in 
India, inequality r a major constraint 
on efforts to step up the rate of 
household saving. But ail this appears 
to be only for analytical completeness 
and luture record Nothing concrete 
IS proposed to deal with the 
phenomena 

unjustified optimism can be 
delected also in the Commission’s 
esiimates of the likely increa.ses in 
loodgrain production and in export 
earnings It is true that the production 
target lor wheat is on the point of 
being exceeded, but the record so far 
in rice and pulses has been so much 
below expectations that even the lower 
target now set for foodgram output 
will be difficult to achieve. 
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THE MARKETS 

Cotton: No Case for OGL Imports 


1) P Shariiia 

I HI- Lotion null indiislry has long siiKi; 
bet’ll pressing hard foi ihc iinpoii ol a 
niiiiirnuni 10 lakh bales of coilon, duiy- 
tiec, under OCil lo reliese the shortage of 
soiion and help arrest the rising trend iti 
puses Picsirig together press reports 
about Nevk Delhi’s response lo the in¬ 
dustry’s plea for nriports, the pielurc llial 
emerges is very mush bluired and it pro¬ 
vides a good illusiraliori of an apparently 
simple issue being made to look somplev 
besause ol the widely dificimg peisep- 
iions ol the mmisiiies soiiserned 

Deeply eoneerned over sky-rsiekeliiig 
sol Ion prises and the eonsesiueni rise m 
yarn prises with serious adverse repeieus- 
sioris on the dwindling fortunes of tlie 
handloom seeior, the union textile 
ministry was reported to have desided on 
January 9 to allow import ol “> lakh bales 
ol eollon under (Hil to tide over any 
shtirtfall III supply during the lean season 
with a rs’quest to the linance ministry to 
release the neeessary loreigri exehange 
The Colton ( oiporation ol India—the 
eanahsing ageney—even sailed upon the 
various lextile assoeiations to send details 
of llie membei mills’ requirements ol 
foreign eoitoii to shalk out the import 
plan in sueh a way that Indian glowers 
were not adversely alfeeted The lirianee 
ministry’s approval fs>i import ol eoiton 
under OCil is still to come. 

About a week later, the textile sesretarv 
Ardhanaieeshwarari announced at a news 
conleience m Bombay that thesommiilee 
ol ss’crciaiies would slelibeiaie and decide 
on lanuary 23 sm the lexiilc mimsiiy's 
proposal lo impoii 10 lakh bales »il cotton 
with a duty waivei and that this quaniiiy 
would be 111 addition to cotton imports 
being made by mills undei the aslsaiisc 
licensing scheme loi which peimission loi 
release of foreign exchange is not is'S|uireJ 
from the finalise minisiiv In reply to a 
query he stated that the shotitall in supply 
had been officially reckoned to be around 
seven to eight lakh bales while the Indian 
Colton Mills’ l-ederation placed it arssund 
14 lakh bales on the basis ol a levised con 
sumption esiimaie ol 116 IIS lakh bales 
against the official estimate of 110 lakh 
bales Soon followed a report that com¬ 
merce minister ('hidambaiam had sup¬ 
ported the textile ministry’s proposal to 
import cotton to tide over the shortage 
owing to a smaller crop and contain the 
rise in cotton prices 
On January 22, the CCl was reported 


to have received a very encouraging res¬ 
ponse to Its global tender floated on 
behalf ol ceiiain textile mills interested m 
importing soiion under the advance licen¬ 
sing scheme Offers received totalled 11.43 
lakh bales—6 lakh bales of long staple 
and 5.4 lakh bales of medium staple— 
witli shipments ranging from February to 
June at the buyers’ option 
On January 23 textile minister Ashok 
Ciehlol told 7he tx'onomic Times that the 
government was not keen on importing 
cotton under 0(il, at present as mills are 
tree lo import any amount of cotton 
under advance licensing. When asked 
about his ministry’s proposal to import 10 
lakh bales under OGl. he stated that “we 
arc Hying to complete the formalities for 
such imports so that m future il there is 
any need lor imports of cotton lor sup¬ 
plying yarn at a reasonable price to the 
handloom weavers, the required quantity 
can be imported without any delay and 
difficulty". lo cap it all, the committee of 
secietaries which met on Januaiy 23 to 
take a decision on the textile ministry’s 
proposal to import 10 lakh bales with a 


duty waiver is said to have recommended 
that mills could be allowed to import 
cotton either on payment of concessional 
duty of 20 per cent or under the exim scrip 
facility. 

With neither of these recommendations 
finding favour with the powerful cotton 
mill lobby, the textile ministry quickly 
mooted another proposal for the import 
of five lakh bales of cotton on duty-free 
basis against supply of yarn for hand- 
looms. This cotton could be made availa¬ 
ble to mdls against supply of hank yarn 
to handlooms or it could be offered for 
conversion into hank yarn at a stipulated 
conversion cost. 

That the government should still have 
to take a final decision on the question 
ol cotton imports reflects sharp differen¬ 
ces m the textile and finance ministries, 
perhaps as much on the need for import 
as on how the import should be effected. 
These differences arise due to their vary¬ 
ing perceptions of the emerging cotton 
scenario. 

The rise in cotton prices has unOouo- 
tedly been very sleep. The ruling prices 
(January 28, Bombay) are 48 per cent to 
81 per cent above the substantially 
enhanced support prices fixed for 1991-92 
and compared with the prices a year ago 
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they are higher by 61 per cent to 84 per 
cent. Lest one gets away with the impres¬ 
sion that the cotton mill industry is 
witnessing a virtual cotton famine, it 
needs to be noted that, excluding the 
opening slocks, domestic supply—pro¬ 
duction minus exports—this season is bet¬ 
ter than in 1990-91, the anticipated short¬ 
fall in production being more than made 
up by substantially reduced exports. 
Besides, going by mill cor. sumption of 
cotton during the first lour months 
(September-December)—34.2.^ lakh bales 
against 35.73 lakh bales m the same 
period last season—it seems doubtful 
whether total mill consumption this 
season will exceed last season’s figure of 
108 lakh hales, let alone reaching the 
ICMP’s revised consumption estimate ol 
116/118 lakh bales, especially when the 
international environment lor exports is 
not as congenial as it was last year and 
domestic ofliake ol cloth also is noi all 
that brisk 

To explain ilie rise in pi ices mercl.s in 
terms of supply is taking loo simplistic a 
view of the complex price phenomenon 
in an inllaiionary enviionmeni. intangible 
factors have at times a sei> pronounced 
influence on market behavioui In any 
case, the shortage ol cotton is certainly 
not as serious as is sought to be made out 
by the cotton mill indusiiy II it were, mills 
would have adopted a very dilTcreni ap¬ 
proach to import ol cotton undei the ad¬ 
vance licensing scheme Nor would they 
have been allogelliei averse lo the rcconi- 
mendation lor import of cotton against 
the cxim scrip facility which, according lo 
e.xcreises carried out by knowledgeable 
persons, is b\ no means an uneconomic 
proposition though it is certainly run as 
profitable as import under the advance 
licensing scheme and/or undei ()(il 
without duty 

It IS worth noting that the prices quoted 
by the overseas suppliers in their oilers in 
response lo the global tender floated by 
the CCl work out Rs I,.500 to Rv 2,(KX) 
a candy cheaper than local prices m the 
case of long staple cottons and Rs l,7(X) 
to Rs 2,000 a candy cheaper in respect ol 
medium staple cottons Despite the oiler 
of 11.4 lakh bales at such cheap prices 
only the NTC mills have reportedly lina- 
liscd through the CCl contracts for 15,000 
bales. There have, however, been reports 
that mills have contracted business for 
about two lakh bales on their own under 
advance licensing. If the industry which 
has been vigorously pleading lor import 
of a minimum 10 lakh bales has not cared 
to fully avail of the facility of advance 
licensing it would imply that (a) the shor¬ 
tage of cotton is not really serious, (b) 
mills expect intei national prices to decline 


further, and (c) because of the kind of 
equation the cotton mill industry has 
come to establish with the textile ministry. 
It has not given up hope of obtaining 
cotton under OGL duty-free. 

The textile ministry has only itself to 
blame if its strong endorsement of the 
industry’s plea for imports has failed to 
carry conviction with the finance ministry. 
The industry’s case for imports under 
OGL cannot stand even casual scrutiny 
The way the finance ministry has with¬ 
stood continuing pressure for duty-free 
import of cotton under OGl is commen- 


GIJJARAT NARMADA VALLHY FHR- 
ni.lSERS (GNVFC) achieved a 16 per 
cent increase in net sales during the year 
ended March 1991. Operating profits im- 
pioved by 24.8 per cent while gross pro¬ 
fits rose by 20.9 per cent, reflecting an 
increase of 28.2 per cent in the cost of 
finance. Profits alter tax were Rs 25.66 
crore compared lo Rs 1.35 crorc in the 
previous year Depreciation provision was 
lower by 23.5 per cent during the year 
under review 

The results for ihe fust hall of 1991-92 
are also satisfactory 1 here has been an 
increase of 86.9 per cent in sales over the 
vorresponding period of the previous year, 
while gross profits have jumped by 105 9 
per cent Despite an increase of 235.8 pet 
cent in depreciation, profits after depre¬ 
ciation and tax proviston surged by 5it2 5 
per cent 

Piodiiciion ol ammonia was 4.19 lakh 
tonnes and that ol urea 6.07 lakh tonnes 
III 1990-91 Capacitj utilisation worked 
out to 94 per cent lor ammonia and 102 
per cent kir uiea The ammonium nitio- 
phosphaie (ANP) and calcium ammo- 
iiiiiin nitrate (CAN) plants were commis¬ 
sioned during the second half ol 1990-91 
and trial production ol 21,037 tonnes of 
ANP and 18,588 tonnes of CAN was 
achieved The company also produced 
44,010 tonnes of concentrated nitric acid. 
The 1,(X),(XX) tonnes pci annum methanol 
plain, winch commenced commercial pro¬ 
duction III March 1991, has reportedly 
turned out excellent results during the cur¬ 
rent ye.ir. Production ol printed circuit 
board (PCB) and rural automatic ex¬ 
change (RA.X) also showed improvement 
in 1990 91. The company expects all its 
plants to achieve better performance in the 
current year. 

For implementation of the TV glass 
shell project, the company joined hands 


dable. There is little sense in spending 
foreign exchange to meet the industry’s 
raw material requirements when the in¬ 
dustry is free to procure all the cotton it 
needs under the advance licensing scheme. 

However, should Ihe government feel 
that the handloom sector deserves special 
attention and needs to be helped with the 
supply of hank yarn at ‘reasonable’ prices. 
It should import cotton entirely on its own 
and get it converted into hank yarn by the 
public sector spinning units which have 
sufficient capacity to undertake this 
assignment 


with Vidcocon International and the pro¬ 
ject has reportedly made good progress. 
Vigorous efforts are under way for the im¬ 
plementation of the 50,000 tonnes acetic 
acid project —a 100 per cent export 
oriented unit (EOU). The company also 
plans to set up a project for the produc¬ 
tion of TDl and MDl, each with a capaci- 
tv of 10,000 tonnes per annum. 

The company’s total foreign exchange 
earning was Rs 249 lakh as against its 
foreign exchange expenditure of Rs 4,006 
lakh 

GNVfC IS proposing to issue 17 5 per 
ceni non-convertible debentures worth 
Rs 222.50 crore on a rights basis. The 
debentures will have detachable warrants 
cntiiling shareholders to apply for equity 
shares at a moderate premium not ex¬ 
ceeding Rs 15 per share within 12 to 18 
months fiom the date of allotment of the 
NC'Ds. The issue of NCDs is being made 
to raise resources for normal capital ex¬ 
penditure and implementing the acetic 
acid project and making investment in the 
share capital of Gujarat Narmada Hlec- 
tronics The operating profits of the cui- 
rent year are expected to provide a cover 
ol 1.58 times to the enhanced interest 
charges consequent upon the issue of the 
debentures 

Total funds flow m 1990-91 was 
Rs 140 40 crore Internal sources contri¬ 
buted 40.5 per cent of the total, while bor¬ 
rowing accounted for 46 7 per cent. Nearly 
79 per cent of the funds flow was utilised 
lor building gross lixed assets for the new 
projects 

NAGARJUNA SIGNODh 

Rapid Growth 

NAGARJUNA SIGNODE recorded an 
increase of 18.6 per cent in net sales on 
an annualised basis during the 18-month 


COMPANIES 

Diversification from a Sound Base 
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period ended September 1991. Operating 
profits showed a significant ri.se of 109.7 
per cent on an annualised basis. Despite 
an increase of 47.5 per cent in interest 
charges, gross profits rose by 180 9 per 
cent and profits before and after tax ex¬ 
panded even more impressively by 354.6 
per cent and 437.3 per cent respectively 
over the previous year. 

After establishing itself in the field of 
high tensile steel strapping systems, the 
company has diversified into other packa¬ 
ging system like plastic strapping, carton 
scaling and pneumatic nailing as well as 
electronic switches. From a sales turnover 
of Rs 4.25 crorc in 1984-85, Nagarjuna 
Signode emerged as a multi-product, 
multi-division company with a turnover 
of Rs 55.23 crorc in 1990-91. From a loss 
of Rs 2.01 crore in 1984-85, the companv 
made profits before tax ot Rs 5 66 ciorc 
in 1990- 91. According to the directors, this 
success is attributable to expansion ol 
capacity, installation of balancing equip¬ 
ment, vertical integiation and divcrsifica 
tion into new businesses. 


In the t8-month period ending Sep¬ 
tember 1991 the company produced 13,805 
tonnes of steel strappings as against 9,196 
tonnes in the previous year, a marginal rise 
on an annualised basis. Flowcver, produc¬ 
tion ol strapping seals was down by 4.1 
per cent on an annualised basis. The com¬ 
pany also produced 40 tenstonal and seal¬ 
ing tools, 49 strap cutters, 138 industrial 
packaging machines, two stretch-wrapping 
and packaging systems and 50 non-des- 
tructing testing equipment. It also produc¬ 
ed 417 tonnes of cold steel strips for cap¬ 
tive consumption and 75 tonnes ol paper 
conversion products. 

The company earned Rs 5.22 crore 
worth of loreign exchange as against 
Rs 1.81 crore in the previous year. Majoi 
exports are directed to Bangladesh, Sri 
lanka, UAE, Japan and Singapore. Added 
to this IS the successful import substitu¬ 
tion in industries like steel and TV tube 
manufacturing, where an csiimated Rs I 
crore per year of strapping used to be 
imported. 

With the active support of Illinois Tool 


The Week's (Companies (Rs lakh) 


(lUjarat Narmada Nagarjuna Signodc C adbury India 
Valley ' 


1 inancial Indicators 

March 

IWO 

March 

m\ 

March 

1990 

’September 

1991* 

March 

1990 
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1991 

Incomc/expenses/pro/iis 

Net sales 

327l(l 

37935 

2692 

4789 

10804 

12124 

Other income 

384 


348 

671 

96 

189 

Raw materials conbumed 

6V58 

8541 

1675 

2911 

5352 

5895 

Power and fuel 

5822 

6055 

68 

137 

3.19 

426 

Other manuractunng expenses 

1544 

ms 

73 

132 

193 

214 

L,abour cost 

1576 

201 s 

114 

299 

1417 

1574 

Other expenses 

4252 

2917 

827 

1017 

2289 

3166 

Operatinu profits 

11081 

14967 

371 

1167 

1475 

1597 

Interest charges 

648‘) 

8317 

198 

438 

310 

.391 

Gros& profits 

55(H> 

6650 

173 

729 

1165 

1206 

Depreciation 

5338 

4084 

90 

163 

255 

331 

Profits before tax 

162 

2566 

83 

566 

910 

875 

1ax provision 

27 

- 

15 

18 

380 

340 

Profits after rax 

135 

256() 

68 

548 

530 

535 

Dividends 

712 
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43 
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294 

294 

Luthtliliet/assed 

Paid up capital 

889*1 

8899 

361 

577 

840 

K40 

Reserves and surplus 

9985 

11662 

33 

432 

1467 

1724 

Long term loans 

37346 

44992 

487 

K44 

810 

913 

Short term loans 

IH08U 

1692' 

316 

1280 

1275 

1309 

Other liabilities 

9699 

II5U4 

52' 

1023 

2108 

2087 

Gross fixed assets 

84513 

95607 

1119 

2057 

3%3 

4475 

Accumulated depreciation 

33525 

37532 
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599 
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1607 
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12272 

11658 


611 

2389 

2002 

Of which finished goods 

5040 

2987 
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1072 

Receivables 

7926 

II674 

528 

1406 

284 

632 

Lbans and advances 

9427 

10107 

218 

.543 

567 

674 

Cash and bank balances 

2594 

1658 

•>y 

86 

506 

617 

Investments 

511 

579 

- 

_ 

go 

80 

Other assets 

231 

231 


52 

- 

- 

Tbial liabiliiies/assei, 

83949 

91982 

1724 

4156 

6500 

6873 

Key financial raiio.s 
turnover ratio 

0.39 

0 40 

1 56 

0 77 

1 66 

1 76 

Return on sales 

16 81 

17 53 

6 43 

15 22 

10.78 

9.95 

Return on’invest meni4'e 

6 55 

7 08 

10.03 

11.69 

17 92 

17,55 

Return on equiiv (^o) 

071 

12.48 

17 17 

36 21 

22 97 

20.83 

Earning per share 

0,15 

2.88 

1 88 

9 49 

6.31 

6.36 

Dividend 

0.80 

1 00 

1 20 

400 

3.50 

3.J0 

Book value per share (Rs) 

21 22 

23.11 

10 97 

17 47 

27.46 

30.52 

Current market price 

— 

75.00 

_ 

270 00 

— 

195.00 

P/E ratio 

- 

26.04 

— 

42.65 

— 

30.66 


• Koi 18 months 


Works (ITW) or USA. the foreign colla¬ 
borators. the company plans to launch 
ITW MIMA stretch systems and ITW 
strippers for the packaging industry. The 
company is also entering electronics. 

Funds flow in 1990-91 was Rs 25.95 
crore, nearly 78.4 per cent of it from ex¬ 
ternal sources. As much as 36.1 per cent 
of the funds was utilised for gross fixed 
assets and the balance for working capital. 

CADBURY INDIA 

Growing Competition 

CADBURY INDIA witnessed an increase 
of 12.2 per cent in net sale during the year 
ended March 1991. Flowevcr. profits came 
under pressure due to all-round increase 
in costs. Ciross profits showed an increase 
of only 3 5 per cent while profits before 
tax contracted by 3.8 per cent. Thanks to 
a reduction in the tax provision, profits 
after tax was slightly larger. Profits would 
have been lower but for the income gene¬ 
rated by the sale of floor space index for 
a consideration of Rs 2.5 crore. 

Despite increased competition, the year 
under review saw progress of the com¬ 
pany’s core chocolate confectionery and 
malted foods business. A number of new 
products also contributed to the increase 
in sales The ice cream business, in which 
the company made sizeable marketing in¬ 
vestment, also made good progress. 

During the year under review the com¬ 
pany produced 6,824 tonnes of malted 
foods as against 6,626 tonnes in the 
previous year. While production of cocoa 
powder unproved from 103 tonnes to 160 
ioiine.s, that of drinking chocolates rose 
by 31 per cent from 296 tonnes to 388 ton¬ 
nes. There was an increase of 12 per cent 
in the production of chocolates, toffee 
and chewing gum from 7,918 tonnes to 
8,847 tonnes. However, there was a reduc¬ 
tion in the production of malt extract 
from 1,184 tonnes to 904 tonnes. 

The company made a small beginning 
in export in 1990-91 and earned foreign 
exchange worth Rs 18.48 lakh. It has 
reportedly finalised a deal for regular ex¬ 
port of the entire range of its products to 
Sri Lanka. The foreign exchange outgo 
was Rs 134.99 lakh in 1990-91. 

Funds flow in 1990-91 was Rs 6.90 
crore, mainly from internal sources. Funds 
were used mainly for gross fixed asset for¬ 
mation The company proposes to issue 
secured non-convertible debentures of the 
value Rs 7.50 crore by way of private 
placement. Even after this proposed long¬ 
term borrowing, the. debt-equity ratio will 
still be 0.65:1. 
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THE CAPITAL MARKET 


Marmagoa Steel 

MARMAGOA STEEL is issuing 
1,05,32,672 equity shares of Rs 10 each 
at par. Out of the issue 50,32,672 shares 
are reserved for firm allotment—to 
Indian resident directors (25,97,672), 
non-resident Indians on repatriation 
basis (35,000), Economic Development 
Corporation, Goa (7,50,000) and mutual 
funds (16,50,000): and 27,65,(X)0 shares 
are reserved for preferential allotment to 
working directors/employees (5.65,000) 
and to non-resident Indians on repatria¬ 
tion basis (22,00,000). The balance of 
27,35,000 shares are being offered to the 
Indian public. The public issue will open 
on February 14. The paid up capital of 
the company will go up from Rs 76 73 
lakh to Rs 11.30 crore after the present 
issue. Promoted by N V Hegde, Madhav 
G Poy Raiturkar and V S Bhandary, 
Marmagoa Steel is setting up a mini steel 
plant with an installed capacity of I 10 
lakh tpa and a rolling mill complex with 
a capacity of 75.000 tpa to manulacture 
spring steel, carbon steel, mild steel and 
rold products near Marmagoa in Goa 
The steel plant was c'xpccied to start com¬ 
mercial production by the end ol January 
and the rolling mill by March 1 he total 
cost of the project is cstimatcil ai 
Rs 27.80 crore which is being financed 
through equity Rs II 30 crore (promoters 
Rs 5.05 crore, EDC, Goa Rs 0 75 croie 
and public Rs 5 50 crore) and term loans 
from IFCI, IDBI, ICICT and others 
Rs 16.50 crore. SBI Capna! Markets and 
Canbank Financial Services arc the Ixad 
Managers to the issue 

Indo-Maxwell 

INDO-MAX WELL is issuing 
1,57,69,986 equity shares of Rs 10 each 
at par for Rs 15 77 crore. Out of the issue 
82,69, 986 shares have been reserved 
for firm allotment—to the promoieis 
(24,09,993), DEG, Germany (28,00.000> 
Orissa State Electronics Devclopincin 
Corporation (25,09,993) and Indian Bank 
Mutual Fund (5.50,0(X)), and 8,37,500 
shares are reserved (or prcfeiential allot 
ment to the Indian directors/employees of 
the company. The balance of 66,62,5(X) 
shares are being offered for subscription 
to !' • Indian public. The public issue will 
ojs. - on 1-ebruary 17 The paid up capital 
of the company will go up from Rs 98 
lakh to Rs 16.75 crore after the issue. 
Indo-Maxwell has been promoted jointly 
by Orissa State Electronics Development 
Corporation along with Krishnam Raju 
of the Suchitra group of companies, 


Hyderabad and DEG of Germany. The 
company is setting up a project for 
manufacture of soft ferrites for TV and 
telecommunication applications in Pun 
district ol Orissa. The project is being 
implemented in technical collaboration 
with I CC, France, under a seven-year 
technical collaboration agreement. The 
proposed plant will be the largest in the 
country for T V ferrites. About 44 per 
cent of the company's output would be 
consumed by group companies and the 
balance would be exported Commercial 
production was expeciec^y commence in 
January The total cost of the project is 
estimated at Rs 45 croie which is being 
financed through equity shares ol 
Rs 16 75 crore (Suchitra group Rs 2.90 
crore, DEG, (icrmany Rs 2.80 crore, 
OSEDC Rs .3 crore, mutual funds 
Rs 0 55 ciorc and public issue Rs 7 50 
crore), unsecured loan from Vqaya 
Kiishna Investments and private pro¬ 
moters Rs I 15 crore, rupee term loans 
Rs 9 45 crore, foreign cuirency loan Irom 
inslitiiiions Rs 17 50 crore and state sub 
sidy Rs 15 lakh Indbank Merchant 
Banking Services and All Bank Finance 
are the lead Managers to the issue 

(]T Cotton Yarn 

cr COTTON YARN is enlering the 
capital market on February 17 with an 
issue ol 95 40 lakh equity shares of Rs 10 
each at par. Out ol the issue I lakh shares 
have been reserved lor preferential allot 
merit to non-resident Indians/[lersons of 
Indian origin icsiding .ihroad on repairi 
anon basis and 8 14 lakh shan-s have 
been reserved lor preferential allotrnenl 
to Indian directors/employees ol the 
company as also those ol the promoter 
companies 1 he balance of 86.26 lakh 
shares aggregating Rs 862 60 lakh are be 
ing offered to the Indian public I he 
company is setting up a 100 per cent 
cxporl-orienled unit (LOU) loi niaiiufac 
lure ot cotton yarn at Malanpur In 
dusirial Area in Bhind district of Madhya 
F’radesh. The project is for mamrlacluie 
of combed cotton yarn ol medium and 
fine counts »ilh an installed c apacilv ol 
26,208 spindles The company has made 
arrangements for export of its entire pro 
duction of cotton yarn for five year- 
from the date ol commerc lal production 
Commercial production is expected to 
commence by Scptember/Gctober this 
year and on the entire spindleage by 
April I9’>3 The company is optimistic 
ol trial production by April/May. The 
total capital outlay on the project is 
Rs 38 43 crore and is being financed by 


equity capital of Rs 16.28 crore, term 
loans of Rs 22 crore and state subsidy of 
Rs 15 lakh 

Shree Rajasthan 
Syntex 

SHREF RAJASTHAN SYNTEX (SRSLj. 
an existing profit-making and dividend 
paying company, is issuing 27,74,363 
equity shares ol Rs 10 each at a premium 
ol Rs 15 per share on rights basis to ex¬ 
isting shareholders (including 1,32,113 
shares lot employees) aggregating Rs 693 
cretre. 1 he rights issue opened on 
January 8 The company has undertaken 
a major diversification progr.immc and 
IS implementing a new project lot the 
manulactuie ot polypiopyicnc multi 
filament yarn at Bagru-Kavan in Jaipur 
distiicl The project ctvsl is estimated at 
Rs 22 90 crore I he plant will have an in¬ 
stalled capacity ot 1,824 tpa Polypro¬ 
pylene multi filament varn finds wide 
usage in the making of carpel, uphols¬ 
tery. hosiery and furnishing fabrics One 
ol the proposed products, bulk con¬ 
tinuous tilanieni yarn (carpet vain), will 
reduce the cost of carpets m compaiison 
to the traditional woollen carpel Most 
cat pels abroad arc made from this yam 
File technology pioposed to be adopted 
by the company has been developed by 
Neumag, Ciemianv, the proposed plant 
and equipment supphci of the company 
The company has entered into a memo¬ 
randum ol uiicteistanding with Icppich- 
Wcik Ncumunsier Ciiiibh, (icrmany, foi 
expoit of 800 tonnes per annum of BtT 
Promoted by V k Ladia, a textile engi 
neer, SKSl staried commercial opera¬ 
tions in 1981 with an installed capacity 
ol 13,680 spindles loday ii has 25,(X)0 
spindles, a modem dve house, latest aulo- 
coners, eleciionic yam cleaning devices, 
l(X) pet cent stand by power, etc The 
company is presenilv engaged in the 
manutacluie ol 1(X) per cent viscose spun 
yarn, polyester viscose blended yarn and 
acrylic yam It has posted impressive 
results lor the six-month peiiod ending 
Dcccmbei 31, 1991 lurnover registered 
an iiicieasc ol 35 04 per cent in com¬ 
paiison to the previous accounting yeai 
on an annualised basis and net profits 
ol 27 88 pel cent .SKSI has already 
made its entry into the export field, but 
the polypropylene yarn project heralds a 
new thiusi into the world markets The 
companv’s firm export tie-ups and com¬ 
mitment entitle It to import of plant and 
machinery at concessional customs duly 
rales and also tax Iree ptoli's on exports 
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Calcutta Diary 

AM 

The polemics will rage. And while their pole-star‘s arc abolished, 
the goals radical and revolutionary groups particularly in the thud 
world countries had set for themselv es are not adjourned. The 
great Soviet Union has collapsed, but that does not transform the 
problems of poverty, underdevelopment, de-industrialisation and 
exploitation in Asia, Africa, Latin America. Neither Marx's 
magnificent dynamics nor Lenin's theory ol imperialism loses its 
context, the fight at one end against imperialism and colonialism 
and, at the other, against feudalism and capitalism continues. 


ABDICATION can be hoihetsonic, lor 
kind Americans would want lo eom- 
miscian? m what llie> consider handsome 
manner Thus when I dward \lll was 
made to leave ilic thione, an insiiation 
i'lowed Irom Delroil to open Ihe /oiiiie 
Spiings nudist colony, tlieie was anothei 
invitation to be mayor of Chippewa I'alls, 
Wisconsin, and, capping it .ill, the ()i 
phcurii T heatre, Dis Angeles, ollered him 
a couple of million dollars, and a Molls 
wood mansion, il only the ex king would 
agree to play the leadiiig role in .1 stii(sen- 
dous historical film 

In Mikhail Ciorbaches’' case, howecei, 
It would not be reckoned as a bcrthei, but 
the 'tuinniiiiii I'oniim til mar ke'loselmev. 
lour months of tough negotiations lliiough 
agents, (tiid the lormei president of the 
USSR has opted lor a ch.iii ai F’linielon 
The terms which have peisnadecl him to 
travel to the eastern seaboard are yet to 
be disclosed These must be 1 ,11 .npeiioi 
to the one million doliais oiler Iron' .i 
Nevada gambling den One million doilai s 
a year, rheownei ol Ihe 1 as Vegtis casino 
had commented, was not a mailer ol joke, 
that (ellow Ciorhachev could not but give 
setious coiisideiation to the oiler (lOi 
bachev must have ecirisideted the pluses 
and mrntr'es of this and other competing 
oilers I inallv, Priineton edged out I a, 
Vegas III anv event, lo the oiiee-aiid-ine' 
principal lunc nonary of the once-anj-lor 
the present-over eomiminist parts ol de 
oiice-and-for Ihe-present ovei ' 

Union, the Pi inceion assignmcni > a . 
beer Millions and millions o! exti.; ■. I'ais 
will come fioiii 'he ghco v • ", tsook^ 

he and his wife have ahead' , . 1 ! out, and 
will further put out, in Ihe US market 
1 here am .'oing ;c be, besides, television 
and V, ,i eeoiding rights It is a reccs- 
sio , uniiy, but giatelul Americans 
' ■ : 1 dens nor disappoint Gtsi- 

He helped them to ensure the 
c, without the expenditure ol a 
'.ngle shot, of the great Union ol the 
Soviet Socialnsl Republics, a task which 
had earlier proved beyond the pale of the 
Kolchaks and the Denikins, of Winston 
Churchill, of Adolf Hitler, ol John Poster 


Dulles, ol John Kennedy loo 1 ill ycstci 
dav. (icorge Hush h.id the icirutation ol 
a I nil ol-lhe mill biisti polil leraii AT ih.rl 
IS III the [last tie can now pislls claim 10 
li.ive pulled oil ihis eetilurv's grcMlesl 
liiumph lor western capitalism He has 10 
acknowledge his debts to Mikhail tren 
bachev though Phis man, vvhc> was the 
all [lovsei I'll gencial secrciai v ol the ciiin- 
iiiumsi pail'., the oiilv leg.il parts n the 
'ountis, and .p the s.irne nine the head 
ol stale, weiii ahead and banned, as head 
ol slate, the comiminisl parts It was a 
virtuoso pelUtrriiaiiee, well worth the 
millions ol dollais he will now eiieasb A 
seller's in.n kc I is a sellei's market, had he 
ih'iii.mckd a lew billions, that loo 'vould 
be niocleitiiion 

Meanwhiie, 111 .Moscow, Hons Veitsiri, 
die piesideni ol Ihe Russian republic, vvbc' 
loves deinoeracv but prefers lo rule bv 
decrees, is has mg ,i dilliclill time Me has 
unshackled 111! luaikel Irom the begiiiiiiiig 
01 rbi- new sea' Not altogether utipredic- 
l.ibls, ■ havvs has rei.ctied since Pi ices ol 
esseiili.il aiiicles have luiriped lour to live 
'lines, av.iilabililv ui gooernineiil shops 
has dwindled to vers near zero, despite th, 
hspei inlTiilion, or because ol 11 , the black 
niaikel is eslabiishcd as tlie only genuine 
imiiket, orris liio.e with pots and p.ils ol 
ill gotten inories can allord to bid there 
M 'iigsidc the holocaust in [iiices |s the 
'. cal ol a total bieakdowri ol liicl. gas 

. ' powei sup[)ls 1 here is, iis a result, .1 
■ o-way bieakdowri ol l.iw and ordei, 
.'si, criminal gangs have muscled m with 
'hell guns and revolvers and taken charge 
ol the ‘liee', open markets, second, 
citizens unable to obvun essential articles 
ol livnig have, delving the sevciils ol the 
wiiiiei, joined the steadily sweHing protest 
marches and have been indulging in 
stone-throwing and smashing ol glass 
windows In most of the fifteen republics 
which eonslituled the USSR, paiiiv 
stricken adminisiiators are shultimg bet 
ween lOtal unlicezing o( prices and par¬ 
tial n.'-imposiiion ol controls. Their 
endeavours are not hav.ng any appreciable 
impact on cither prices or supplies Cadres 
of the communist party have re-suriaced. 


demanding extra supplies in government 
shops, flaunting lenin's portrait and sing¬ 
ing revolutionary ballads. The turmoil 
promises lev turn gorier with each passing 
das II reports arc lo be believed, Yeltsin’s 
principal adviser on marketloveliness, the 
economist Yegor Gaidar, is himself about 
le.ulv 10 throw m the towel It is no longer 
.1 iii.iitei ol u/ii'r them the deluge; the 
deluge IS alieady there. 

It IS siill Ihe cause that mailers, not peo¬ 
ple’s sullenngs T he erstwhile comrades, 
wiio collaboiatcd with him to demolish 
Ihe economic structure of the Soviet 
I'liiciii and uuiiate the move toward the 
licc niarkci. must be feeling as proud as 
Mikhail (iorbachev himsell surely feels. 
All ccorioniic arrangemeni, which, not- 
wiihstandiiig a very narrow resource base, 
achieved a laiitastically high rale of 
'louomic growth, cteaied ihc second 
mit'lui(',i miliiaiv machine in history, 
ibolislif'i uiieniploymeni Irom ihecoun- 
itv, set up the imvsi compiebensive educa- 
tii'iial. I ulli'iai, health and social securily 
.iiiaiigetnciuc the world has ever vsiinessed, 
piovided basic consiimplion goods lo the 
miiliitucles in town and couniiy at prices 
ibai had lemamed unvaried (or decades 
oil end. vvenl del unci ll wtis sold over the 
baigain couiUei noi eseii at a giveaway 
price, bill gratis Ordinary men and 
women who icposed ihcii faith m Ihcir 
le.ideis were c|uieily led up I be garden 
path The leadership abruptly went into 
leveise geai .md chose lo lorsake socia¬ 
lism. (01 the liee markci piinciple, accor¬ 
ding to then siicnunus research, was 
■■iipcnoi to an economic command siruc 
line It Is a pity that Ihc people would have 
to undergo piivaiioii tvccause of Iheir deci¬ 
sion fhai could not be helped, they have 
to answer loi tiieii sin ol being the pro- 
geiis ol a wrong social order The essen¬ 
tial pom' i() lemember is however that, at 
Ihe end ol the cuirent tribulations, the free 
in.fkei principle w auld usher m effieicncy 
That ixxiple have lo go hungry and workers 
have to be laid vvff in then thousands arc 
a small [trice to pav lot the grand gams 
likelv u> acet ue 

That luture might well be aboilcd if the 
assumptions on the basts ol which the 
matkctlovers are proiceding 'fail to be 
borne out, so what, the Ciorbaehevs and 
the Yetisiiis richly deserve Ihc gilts 
showered upon them by devotees ol 
western capitalism, they are Ihe arehitcets 
ol history's gieaiesi restoration. Should 
the c'ounici ievoluiion stick, 11 would im 
ply, Ihe ideologues on this side of the river 
will argue, a complete reversal of Ihe 
historical pioeess, socialism leading not 
to the withering away ol the slate, but to 
a slide back to capitalism What got 
dismantled in the cast Euiopean lands, it 
will be retorted, is not socialism, but a 
degenerate form of 11 . Such an mterpreta- 
iioii, howsoever well articulated, will of 
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course have few takers in the boudoir of 
ecstatic tnarkctlovcrs; the proof of the 
pudding, they will roar, is in the eating. 

The polemics will rage. And while their 
pole-stars are abolished, the goals radical 
and revolutionary groups particularly in 
the third world countries had set for 
themselves arc not adjourned. The great 
Soviet Union has collapsed, but that does 
not translorm the problems of poverij, 
underdevelopment, dc-industrialisation 
and exploitation m Asia. Africa. l.aiin 
America. Neither Marx’s magnificeni 
dynamics nor Lenin’s theoiy ol imperia¬ 
lism loses its context, the fight at onocnd 
again.st imperialism and colonialism, and, 
at the other, against feudalism and capita¬ 
lism continues. In laci, these struggles 
assume greater relevance in view of the 
enormous strengthening of global capita¬ 
lism and the consei|ucntial shift in income 
distribution, in country after couiitiy, in 
favour of the richer classes. Nearly eight 
decades ago, a savant let drop the follow¬ 
ing comment: with the stripping of the 
conventional barriers and props of morali¬ 
ty and law, bourgeois society becomes a 
victim of yerlumpunn — limitless 
degeneration—for its innermost law of life 
consists of the profoundest immoralities, 
namely, the exploitation of man by man 
The collapse ol the Soviet Union has 
meant the collapse of these ‘conventional 
barriers’. Neo-imperial and neo-colonial 
exploitation is therefore bound to mten- 
lify in the immediate period, the Durikel 
plan IS only a preliminary indicatoi 
Perhaps resistance against aggravated ex¬ 
ploitation will develop as a natural law 
it would be silly to deny though that the 
trauma of socialist disintegration in the 
Soviet Union will have a grim overhang, 
rendering the task of regrouping radical 
forces that much more dilliculi in maiiv 
countries. 

Soul-searching has thus to move to the 
lop of the agenda Should the ctiaos in 
Moscow and elsewhere luin worse, who 
knows, Boris Yeltsin loo might join 
Mikhail Gorbachev in the Ameri(.an lec 
lure circuit. Ideologues round the world 
will nonetheless have the right to ask turn 
come specimens like Gt'rbachev and 
Yeltsin, who either cheiished no com¬ 
munist belief ever oi discarded the belief 
quite some lime ago during .1 ceiiain luiic 
lure in their career', could climb all the 
way up the paily liierarchy —one became 
general secretary, no less, of the parly of 
the entire USSR, the other was elevated 
to the position ol the supreme party boss 
in Moscow, ihe nation’s central citadel. 
Queries also need be laised on the reasons 
for the surcease ol any elleclive socialist 
education in the supposedly socialist 
countries which formed the (.'omecon 
Ceitainly the most siunmiig discovery by 
outsiders during the leceiii convulsions 
concerned the inability ol ihe socialisi 


system to throw up men and women im¬ 
bued with ideology. The party, there is not 
the least doubt, had been allowed to slide 
into decay. The once great communist 
party was decreed out of existence last 
August, but neither the masses nor the 
militia rose in revolt; few cared what 
happened to the parly which had once 
bequeathed them the revolution and in¬ 
vested them with Ihe honour and prero¬ 
gative of belonging to the second most 
powerful nation in the world There was 
not Ihe sligtiiesi trace of either pride or 
devotion True, the surrogate rulers who 
took charge did not evoke any admiration 
either Ol vastly greater significance was 
however the demonstrated show of con¬ 
tempt of the people for the parte, Ihe 
communisi parly, with which they were 
supposed to have indestructible links, for 
Ihe parly, if 11 were the comniumsi parly, 
was reckoned to be indistinguishable from 
the people This assumed immutable rela¬ 
tionship between the party and masses 
was proved lo be a fiction. The general 
abhorrence with which Ihe parly had 
come lo be treated was not jusi because, 
seventy years following the revolution, the 
good life Nikita Khrushchev mice promis¬ 
ed them, the good life the Americans 
enjoy.—Ihe evidence of satellite communi¬ 
cations clinched that reality—remained 
beyond their reach. The factors undeily¬ 
ing the disencTiantment were far deeper 
The wrath of the people was .ilso not 
specifically di reeled against the Gosplan, 
the txriiit ol view that moribund economic 
lormiifae the desiccated accountants in 
the (losplan persisted with were respon¬ 
sible for their plight had lew takers The 
social welfare function, or whatever one 
warned to call it, was worked out, they 
knew, not in the Gosplan appural, but 
inside the'portals ol the par ly The party, 
the communist party, the party supjxisedly 
to repiesent the proletariat- which meant 
the entire population in a posi-ievolu- 
iioriary siiuat ion—had in fact got totally 
dissociated liom the people It had iiirned 
into a den ol bureaucracy, auiliuritaria- 
niMii. fiauleur, nepotism and coiruplion 
It, 111 oitiei words, was now an inslrumen- 
laliiv which besmirched Maixism leni¬ 
nism and the red flag, it is inconceivable 
tfiat the central command system, if it 
vvcie transmitted the ptofrer signals, would 
have failed lo rearrange the prionlies and 
impiove the (|uaritiiv and quality ol con- 
sumci goods by cutting down the alloca¬ 
tions elscwheie, the signals were not 
iransmiiled: the paity structure was loo 
tar gone; 11 was decrepit, insensitive, reek¬ 
ing ol evil machinations, and. one needs 
lijidlv .idd, drained ol all ideology. 

Ideologues and partisans in the third 
wot Id. even as they continue their struggle 
against feudalism and capitalism and 
mobilise elicciive resistance against the 
\ahoos who think iliey are tlie all-con¬ 


quering heroes, cannot afford to forsake 
the lessons of the cast European tragedy. 
Things which went horrendously wrong 
over there can go equally wrong elsewhere. 
Arc they sanguine that their pa.st under¬ 
standing of the tenets of Marxism- 
L^eninism and its application was impec¬ 
cable, and infirmities which afflicted the 
east European parties would leave them 
untouched? The essence of democratic 
centralism, every one now admits, evapo¬ 
rated m the Soviet Union and east Euro¬ 
pean parties, but what are the safeguards 
to ensure that that calamity vyould not be 
repeated within their folds? The highest 
leadership of the party, the principle of 
democratic centralism asserts, is to be bas¬ 
ed on the widest inner-party democracY; 
while decisions of the majority will be 
respected at each level, the minority, as 
long as they adhere lo the parly’s code of 
discipline, must not be crushed out of ex¬ 
istence. Had the basics of democratic cen¬ 
tralism been observed at every layer of the 
parly hierarchy, the link between Ihe peo¬ 
ple and the parly could not have ruptured 
in the manner it did in the Soviet Union 
and the other cast European countries 
Was this a specific, localised default, 01 
are there gravei general problems the 
ideologues must worry about? After all, 
in countries where vestiges of feudal ideas 
are still widely present and radical groups 
have to operate under conditions of 
secrecy and caution, the danger of utilis¬ 
ing the fiat ol democratic centralism to 
cloak manifestations of non-revoliitioiiarv 
authoritarianism cannot be c.xcludcd, 
since It IS impossible lo ignoic Ihe social 
base on which most ol the drama takes 
place 

Does II not make sense occasionally to 
go back to the classroom ol ideology, and 
rc-lcarn from the old lexis ' ii is not voui 
or my inleipicialioii ol Marxism-l eni- 
nism which counts, bin the context in 
which Marx or I cnin or others said cer¬ 
tain things Does not adherence to ideo¬ 
logy Itself demand that analysis and ap¬ 
plication of ideas arc related to the milieu 
we arc in? Marx and lenin must be read 
and le-read, and there could be no harm 
III remembering the outspoken comments 
ol that moody, volatile revolutionary. 
Rosa l uxemburg She did and said several 
wild things, but, strewn here and there in 
her texts, are seveial hints regarding how 
degeneracy could eai into the vitals ol a 
proletarian parts, in both iis pre- and post- 
revolutionary phases The cultural revolu¬ 
tion III China a quartet ol a century ago 
did indeed go awfully awry, but, in view 
ol much ol the developments that have 
occurred in the past quinquennium, 
should not there be some retroactive 
tribute also paid to Mao’s perspicacity in 
inviting the masses to bestir themselves 
and bonibaid the headquarters every now 
and I lien’’ 
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RANDOM REFLECTIONS 


Travel Diary: A Rajasthan Scenario 

Arun Ghosh 


If music be a medium for all people (whatever their language), 
can faith, just faith in humankind not be a common link between 
people professing different creeds? 


JOURNEYING through Rajasthan in 
winter is always a pleasant experience. The 
weather is crisp and balmy — as long as the 
sun is up—and this year, there is a profu¬ 
sion of the deep yellow of the mustard 
flower in a sea of the brilliant green of the 
wheat plant everywhere. This is understan¬ 
dable because of the high prices of all 
vegetable oils, and mustard requires even 
less water than wheat. As one goes deeper 
into the interior of the slate, where water 
IS scarce, the familiar deseri-like appear¬ 
ance comes back to the fore; bare hills, 
scrub bushes scattered around the earthy 
brown of desert sand. There is not much 
evidence of life and activity except close 
to the distantly located villages where 
there is evidence ol some cultivation, of 
life in the form ol women trudging back 
to their homes with headloads of luel- 
wood or fodder or sometimes water in 
several pitchers balanced one on lop of the 
other, on their heads. 

Gradually, as one gels to the national 
highway the usual tea shops and 'dhabas' 
appear, and electric lamps suddenly come 
to life as dusk approaches. Trucks belch¬ 
ing black half burnt diesel fumes now ap¬ 
pear and roar past in the other direction 
The distant lights tell us we are not far 
trom our destination. 

We are at Ajmer to see the annual ‘Urs’ 
celebration at the Dargah of IChwaja 
Moin-ud-din C'hishii. This is a place of 
special reverence to the Muslim communi¬ 
ty all over the world, some say next in 
importance only to Mecca. 

Khwaja Moin-ud-din Chishti was the 
embodiment of piety and of love for the 
poor, being popularly known as Gharib 
Nawa?. It was also under his benign in¬ 
fluence that one saw the gradual evolution 
of the Sufi tradition of tolerance, of 
universal love, of compassion for the poor. 
The Dargah at Ajmer is a complex where 
various structures commence from the 
time of Sultan Altamash (or lltutmish as 
the English historians spelt his name), to 
Akbar and Shah Jahan. Shah Jahan's 
younger daughter Roshanara is buried 
here (not far from Khwaja Saheb’s own 
grave), and the ‘bhishti’ (who saved 


Humayun’s life when in flight from Sher 
Shah Sur and whom Humayun allowed, 
in gratitude, a three day period of reign) 
also finds his final resting place here in 
one of the many unmarked graves. 

The Dargah can be justly described as 
the original place from where the good in¬ 
fluences of Islam on Indian culture com¬ 
menced, and which flowered later in the 
shape of music created by Tansen, in the 
tolerance preached by Sheikh Salim 
Chishti and by Abul Fazal and Abul Faizi, 
in the magnificent architectural designs 
that marked the fusion of Saracenic and 
Hindu architecture culminating in outstan¬ 
ding remnants of history like Humayun’s 
tomb, the Buland Darwaza and the friezes 
in Fatehpur Sikri and the shimmering 
beauty of the Taj Mahal. And inside the 
Dargah, the qawwalis sung by the many 
and diverse groups from all over the coun¬ 
try during the Urs—rich, varied and sono¬ 
rous—are quite frequently Sanskritised 
devotional songs (all dedicated to Khwaja 
Saheb, and to universal love), and again 
reflect a fusion of the best in both Hindu 
and Muslim cultures. 

Tradition has it—and I have it from one 
of the ‘khadims’ who really run the 
Dargah today—that the sandalwood 
paste, the incence and the ‘attar used in 
the Dargah still comes from a particulai 
Brahmin family (which has supplied these 
needs of the Dargah from Khwaja Saheb's 
days); that all the roses—there must be 
millions of them—showered on Khwaja 
Saheb’s grave during the one week of the 
‘Uruz’ (Urs) celebrations come from 
Pushkar, a place deemed as one of the 
holiest by the Hindus; that there is one 
particular shrine within the Dargah which 
is of special reverence to the Sikh com¬ 
munity; that people of all nationalities 
and religions flock to the Dargah in search 
of Khwaja Saheb’s blessings, be it foi hav¬ 
ing a child or the cure of the sickness of 
.some dear one. 

And yet, if you really want to visit the 
Dargah of the Khwaja Saheb during the 
week of the Urs, if you want to be so 
privileged as to offer a ‘chadar’ to the 
grave of the Garib Nawaz, you need to be 
either a VIP or go through a VIP. The Urs 


today is big business; indeed, the running 
of the Dargah is big business. About a 
dozen families—counting some 200 male 
members—control it all. They are ap¬ 
parently the direct descendants of the 
original khidmatgars’ (servers) of 
the Khwaja Saheb and hence the word 
khadim; and without the direct interces¬ 
sion of one of them, you can wait with 
the multitude, and go round the shrine (as 
a ritual) in a trice—after a very long 
wait—much as you would at, say, Tirupati. 
Religion IS big business. Alas, perhaps 
that IS so everywhere, for all religions. 

We were lucky in being escorted by a 
scion of the historic Daud family settled 
over centuries in Jalpaigun (West Bengal). 
Which was nice because not only the 
history but the special aspects of every bit 
of the vast complex could be explained 
patiently, in Bengali, to me. 

But it IS neither the history nor the 
specifics of the Urs at Ajmer that I am 
concerned with here. There are two 
aspects of the matter that are of some im¬ 
portance in the country—which occa.sions 
these ruminations about the Dargah. 

The first of these, of course, is hearsay 
as lar as 1 am concerned. The Friday 
preceding the celebration ol the Urs. there 
was already a large collection of pilgrims 
to the Dargah. (Incidentally, there were 
literally quite a few thousand families 
camped inside the Dargah complex, sleep¬ 
ing under a canopy or under the open sky, 
bundled up in sleep or in wakefulness in 
tattered, thin coverings, when I visited the 
complex ) The ‘Jumrna’ prayers on the 
Friday before the Urs commenced already 
involved nearly a lakh people, lined up 
from inside—where the ‘azan’ is given and 
to which of course, only the privileged 
have access—all the way outside, on the 
street, stretching almost to the railway sta¬ 
tion. And, while the prayers were on, it 
started drizzling 

Thai was a difficult and anxious 
moment lot the minions of law and order. 
In the rain, there could ensue a stampede. 
In any stampede, an unknown number ol 
people, pariiculaily the old, the infirm 
and the children, could be trampled to 
death For the city administration at 
Ajmer, it was a dreaded anxious moment, 
for the forces ol law and order were totally 
inadequate to cope with a sudden stam¬ 
pede. (In fact, such forces never are, can 
never be, equal to the task of preventing 
a .stampede anywhere, be it a sports event, 
a political or a religious gathering.) 

But. as I am informed, not one person 
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moved (hat Friday during the namaz. 
They went through the prayers as if 
nothing had happened. The thin clothes 
of many were wet to the skin; they all got 
dirty when they prostrated themselves; 
and the January cold (with the clothes wet 
in the rains) must have chilled them to the 
bones. And yet, from old to the young, 
not one person moved. The narnaz over, 
silently, without any sound or commo¬ 
tion, they filed away singly ot in twos, 
to wherever they had come liom. Iheic 
was not even the hint of a stampede 

What faith, what force moved them'’ II 
one could get the same laith, the same- 
force to get on with the task of national 
construction, what could wc noi achieve 
as a people, as a nation? Also, in ictius- 
pcct, and as an atheist, one is struck hv 
the religious fervour ol these poor people 
They save the whole year, so as to come 
to the Urs celebrations at the Dargah in 
Ajmer, when these savings are probably 
eked out from an income which mav baie- 
ly provide for the minimum needs ol the 
family. In fact, the tattered coverings one 
saw on most of the families sleeping out 
in the open indicate that their savings arc- 
eked out by stinting on bare neccssiiles 
They are not out on a holiday, they aie 
out in search of peace and salvation and 
they have to undergo penur y to allord the 
journey required for that search 

It is a little humbling to see the lorce 
of religion, be it rational or not Seep 
ticism breeds from close contact with itic- 
priests, the clergy, the kbadims fhe scep¬ 
ticism gels literally irarnpled under loot 
when one faces the devotion (blind oi noi) 
of millions of poor, sincere, hardwoikmg 
fellow citizens. 

The second reason foi the present lumi 
nations is an offshoot ol the lust, and is 
indeed something which lias alicady been 
hinted at. The Daigah ai Ajrnci, 1 was 
told, IS visited by people ol diveisc laiths 
and religions. It stands us a symbol ol 
universal love and piety. I he Ciaiib Nawaz 
himself stood for the poor 

In the historic city ol Ajmer, with ihe 
Dargah of Khwaja Moin-ud-din ( hishii 
within the heart of ihe city, and with 
Pushkar ju.st a few kiloineircs awav lo the 
west, we lind the lloweis lor the Dargah 
coming from Pushkar, we I uul the sandal 
wood paste and the iiiceucc supplied bs 
a Biahmin family 

If music be a medium lor people (what 
evei their language), can laith, just laith 
in humankind not "be a common link bet¬ 
ween people professing dilfetcni ciccds ’ 

There are thousands of age-idd temples 
today lying in ruins IgualK, ihere nuisi 


be many erstwhile mosques where no azan 
for prayers are given out today. Time, Ihe 
peat destroyer, has laid to dust so many 
places of worship. Is the Babri Masjid/ 
Ram Janinabhoomi an issue really? Is ii 
something we need to fight about? While 
Ram preached dutv, Rahim preached love. 
What IS the duty ol the Hindus, the 
majority community today? To protect the 
weak, the minority communities. What is 
the message that Rahim has? That of 
universal love, as sung by innumerable 
poets, most significantly by Surdas. 

Wandering through the deseiis of 
Rajasthan—where Hindu and Muslim 
lamilies live in amity with each other— 
listening to Ihe qawwalis sung during the 
Urs celebrations of Khwaja Mom-ud-diii 
<'hishti--somc‘ of the qawwahs sung by 
Muslims III thasie, Sanskrit ised Hindi, m 
praise of Khwaja Saheb’s love ol huma- 
iiiiv— I gel ihc feeling again and again, 
who IS It that lomenis communal hatred 


and in whose interest? Why can we not 
have greater understanding of each other? 
For, the faith of the millions that I saw 
has nothing to do with the ordinary busi¬ 
ness of eking out a livelihood by them, 
nor with the problem of human discourse 
and relations with other communities. 
Religion is a very private, personal affair 
of every individual. And all religions 
preach the gospel of love; certainly Khwa- 
ja Saheb did. 

This column is apolitical. I am concern¬ 
ed with economic issues that face the 
country But economic issues can be 
resolved only in an ambient political 
framework. The socio-economic problems 
of the country today are ol such a 
magnitude that political consensus on 
some ol Ihe longstanding issues facing the 
country—Ihe issues of tolerance for one 
and of decentralisation of power and 
authorny lor another-becomes a prior 
requisite to action on all other fronts. 


Sociologist's interventions for social change 
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Punjab Crisis and the Political 
Process 

Sucha Singh Gili 

The resolution of the Punjab crisis has to begin with the 
rebuilding of peoples’ confidence followed by a revival of the 
democratic process. Lasting peace can be achieved only by those 
who enjoy the mandate of the people and have the capacity and 
awareness to resolve the contradictions generated by the model of 
growth in the state. 


VIOLENCE in Punjab i$ continuing un¬ 
controlled. An unofficial estimate shows 
that by the beginning of 1991 30,000 peo¬ 
ple were killed. Since violence has increas¬ 
ed in scale during 1991 the figure may have 
crossed 35,000 by the end of 1991. This 
includes persons killed by militants, 
militants killed by the state and innocent 
persons killed by militants and by security 
forces. The estimates include persons kill¬ 
ed in Punjab as well as those killed at 
other places in November 1984. According 
to official figures since 1981 till November 
1991 the total number of people gunned 
down militants was 9,999. These figures 
do not include the number of police and 
securitymen killed, which adds up to 
5.009. This figure of more than 14,000 
killed does not include persons killed dur¬ 
ing Operation Blue Star, those killed in the 
November 1984 violence after assassina¬ 
tion of Indira Gandhi, militants killed and 
militant killings outside Punjab. 

The victims belong to both the major 
religious communities, i e, Sikhs and 
Hindus and include infants, children and 
women but predominantly adult males. 
This is not only a loss of working/earning 
population, it results in loss of sole/major 
earning member in the family. Since there 
is no state organised institution or volun¬ 
tary organisation (except the Shahid 
Parivar Fund of Hind Samachar group of 
papers to aid terrorist victims) to look 
after them, this has added to destitution 
of the population. 

Kidnapping has become a routine af¬ 
fair. Though the kidnapping by the mili¬ 
tants of the Romanian diplomat Liviu 
Radu has highlighted this phenomenon 
most of the cases remain unreporied. It 
is therefore, difficult to estimate the 
magnitude of this menace. Kidnappings 
are of two types—political and extor¬ 
tionist. Political kidnappings are resorted 
to both by the militants as well as by the 
police to get their members/relaiivcs 
released from each other. It is well known 
that the number of such cases reached a 
peak in July/August 1991. Extortionist 


kidnappings are also resorted to by both 
the militants as well as police personnel. 
The persons kidnapped include industria¬ 
lists, businessmen, professionals, rich 
peasants and their relatives. This type of 
kidnapping largely goes unreported. In 
such cases the relatives of those kidnap¬ 
ped refrain from publicising these inci¬ 
dents for fear of reprisal. 

Due to the sensitivity of the urban cen¬ 
tres. the government has made all out ef¬ 
forts to protect life and property in these 
areas. Rural areas, being largely the source 
of militant recruits witness occasional 
patrolling, searches, arrests and police- 
militant encounters. But for slate oppres¬ 
sion there is a complete breakdown of civil 
administration covering a wide range of 
activities including health, education and 
economic development. The mass of the 
people in the rural areas has been disarm¬ 
ed. Thus the unarmed rural people arc be¬ 
ing sandwiched between armed militants 
and the security forces. 

Mass robberies in the villages increased 
in scale in November-December 1991. In 
Ludhiana district robberies were reported 
from the villages of Ayyali, Manakwala, 
Jaspal Banger, Alamgir, Khanna, Hassan- 
pur and Bagga Khurd. Ca.ses of robberies 
are also reported from the districts of 
Hoshiarpur, Jalandhar, Faridkot, F^tiala, 
Sangrur and Bhatinda. There are two 
distinct types of gangs committing these 
robberies. One type operates in khakht 
uniform and poses as Punjab Police or 
CRPF patrol party. They come at night 
on the pretext of conducting house-to- 
house search. It is during these search 
operations that they commit robberies. 
Robberies in Ludhiana and Bhatinda 
districts have been committed by gangs of 
this type. The second type is known as 
‘kale kachhianwale’ (wearing black under¬ 
garment). They come in small gangs ol 
four to five persons and commit theft and 
burglaries while people are asleep or half 
awakened but terror stricken. The Punjab 
Human Rights Organisation (Bams 
group) has held security forces rcsponsi- 


COMMENTARY 

ble for these robberies. But Punjab Police 
sources deny this charge and hold 
‘bawarias’ from out of Punjab responsi¬ 
ble for these acts. It is stated by these 
sources that bawarias come from outside 
in trains and disappear after committing 
a series of thefts. But people are not 
prepared to accept the police version. 

FRAt.ll.l POLniCAL PROCtSS 

Long years of militant violence accom¬ 
panied by the expansion of the oppressive 
state machinery and the operaition of 
large number of legal restrictions, have 
made the political process in the state very 
fragile. Democratic movement in the state 
comprising mass organisations of peasants, 
workers, government employees, teachers 
and students is completely paralysed. 
Leaders of many of these organisations 
have been eliminated by the ongoing 
violence while others have been made in¬ 
active by threat of violence. Class issues 
and sectional demands of the people have 
been relegated to the background. Isola¬ 
tion of the left parties and groups in the 
political process of the state and their con¬ 
frontation with the militants has forced 
them to withdraw further from the demo¬ 
cratic process of people’s mobilisation. 
Though the left still retains a few pockets 
of influence it is not in a position to in¬ 
tervene effectively in the Punjab situation. 
The Congress remaining in power for too 
long a period abandoned the task of 
organising a democratic mass movement. 
Over the years it built a captive vote bank 
among Fiarijaiis, peasants and the trading 
community through distribution of patro¬ 
nage. The BJP has a limited influence m 
the urban centres. The Akali Dal had fair¬ 
ly good support among the peasantry. It 
has launched people’s mobilisation through 
morchas during the emergency of 1975-77 
and the Dharamyudh Morcha of 1982-84. 
The ongoing violence in the state has also 
mauled the A kali Dal. Top Akali leaders 
and dadres have suffered detention and 
arrest during the last decade. The top 
Akali leaders today rely on state protec¬ 
tion and various Akali Dais have been 
marginalised over the period of time. 

The fragility of the political piocess in 
the state is best reflected in the formation 
and dissolution of the Anti-Repression 
Committee in the state. On the initiatise 
of then president of the SGPC, S Baldes 
Singh Sibia, a meeting of Sikh organisa¬ 
tions was called at Anandpur Sahib on 
August II, 1991. This meeting was attend¬ 
ed by 40 oiganisations which included all 
Akali Dal factions, boili the factions ol 
BKU state units repicsentaiives of various 
militant organisations, various factions ol 
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AISSF and some other organisations. 
After the meeting the formation of this 
committee was announced with a view to 
organising a movement to fight state 
repression. On September 1, 1991 the com¬ 
mittee announced the launching of a 
peaceful struggle against state repression 
and announced boycott of elections in the 
state if certain conditions were not met. 
Due to internal differences within the 
committee between various A kali factions, 
between Akali factions and the militants 
and between various militant organisa¬ 
tions over the control of this committee 
on issues of struggle and direction of the 
struggle, the committee could not launch 
the proposed struggle. One of the Panthii 
Committees (Sohan Singh) ordered Sibia 
to dissolve this committee as it included 
“unscrupulous persons" with doubtiul 
credentials. Though some militant groups 
and mass organisations were interested in 
the continuation of this committee yei the 
SGPC president announced its dis.solution 
in the middle of October 1991. While an¬ 
nouncing the dissolution of the committee 
Sibia referred to the dictates ol the Pan- 
Ihic Committee. This episode has cvposed 
the weakness of the political proce.s.s in the 
state and brings home its hollowness. The 
recent decision of the major Akali Dais 
to boycott the proposed elections in the 
State is also explained by the threats from 
the militants and loss of credibility ol ihe 
central government to hold elections ac¬ 
cording to the announced schedule. 


Pt OIM 1 S Rl SI'ONSI 

But for sporadic incideni s ol (Kcasional 
resistance at a few places, the people have 
postponed their light against harassment, 
suppression and violence ol miliiaiiis and 
activities in their garb But there are signs 
of slowly building sell conlidence among 
people to defend themselves. Aiticulation 
of this is explained by two incidents which 
happened on Decembei 15 and 16, I9VI 

Villagers have organised themselves lv>i 
i^ght patrolling called ‘thikri pelira'. Dui 
hig the course of duty on the night of 
December 14-15 volynteers came across j 
Matador van abandoned in village karala 
on the Patiala-Chandigarh road. Suspec¬ 
ting that the vehicle was abandoned by a 
gang committing thefts and burglaries, 
villagers towed the vehicle to the lesidence 
of the village sarpanch. On the morning 
of December 15 a police party descended 
on the house of the sarpanch to take away 
the vehicle. People resisted this and an 
altercation followed and a blockade of 
jeehicular traffic organised. The villageis 
of Karala were joined by people from the 
adjoining villages. During the negotia¬ 


tions villagers demanded that the police¬ 
men on night patrol duty must show their 
identity cards to the village volunteers on 
night duty. Secondly, instead of Punjab 
Police. BSP persons should perform night 
patrolling. They also demanded the trans¬ 
fer of the SHO who had gone to the 
village to collect abandoned vehicle. The 
subsequent mishandling of the situation 
led to police firing injuring five villagers. 
Even police firing failed to get the blockade 
lifted. The blockade was lifted after four 
hours on the arrival of senior Patiala 
district officials when all the demands of 
Ihe villagers were conceded. 

The second incident occurred in village 
Hcrian in Hoshiarpur district on the night 
of December 15-16, 1991. A police party 
led by an AS I was stopped by village 
volunteers on night patrol duty and were 
asked to show their identity cards. On 
failure to produce these cards, they' were 
kept in captivity throughout the night 
Villagers suspected that such policemen 
were involved in thefts and burglaries in 
the region. The crowd swelled in the mor¬ 
ning and villagers blocked vehicular traffic 
on the Hoshiarpur-Phagwara road. The 
police opened fire on the villagers to free 
the policemen held in captivity and get the 
blockade lifted. This led to the injury of 
SIX villagers. A similar incident took place 
near the village Thuhe in Rajpura sub¬ 
division of Patiala district where villagers 
mistook a police party foi a gang ol 
thieves and burglars. In the struggle thice 
villagers were injured in police firing on 
the night of January 5-6, 1992. Enquiries 
suggest that the village voluntary night 
patrolling has the support of entire \ illage 
community irrespective of caste and reli¬ 
gious differences. This resistance though 
in a rudimentary form is people’s response 
to the present situation and is a positive 
development in the slate when the govern¬ 
ment and political parties have abdicated 
their responsibility towards them 

Human Rk.mis 

Ihe qiiesiion of human rights in Punjab 
IS very complex. The situation itself is 
anii-hunian lights Threat of violence and 
sympathies with contending partus res¬ 
ponsible lor \ lolalioA of rights of various 
.sections ol Ihe society make the analysis 
of this question partisan m nature. Many 
black laws such as NSA, TADA. ESSMA,’ 
Disturbed Area Acts, etc, operate m the 
stale These acts provide unprecedented 
powers to the security lorccs to search, ar¬ 
rest, detain and even kill persons suspected 
to be leriorisis The state government is 
continuing with Ihe policy of press cen¬ 
sorship and various sections of the Cr PC 
arc applied to check the.peaceful assembly 


of people On the other hand various miB- 
lani outfits indulge in the lulling of bus 
and rail passengers, plant bombs and ex¬ 
plosives at busy places killing innocent 
persons, issue threats to individuals, 
threaten journalists and media persons to 
write in a particular way through the issue 
of a'press code, they enforce codes of 
dress, eating and social norms. Threats are 
also issued in the matter of employment 
of persons of particular religious groups. 
Thus both the government and the mili¬ 
tants violate human rights. Organisations 
genuinely working for human rights come 
under attack from both sides thus paralys¬ 
ing Its activities. This situation can lead 
to the deviation of activities of such 
organisations towards sympathy for either 
the government or the militant organisa¬ 
tions. in the case of both factions of 
the Punjab Human Rights Organisation 
(PHRO), the deviation in favour of mili¬ 
tants has occurred. In the process they 
have gone so far as to sometimes appear 
to be the front organisations of some mili¬ 
tant groups. 

The unresolved crisis in the state has 
contributed to make the political process 
fragile in character. Violence in social and 
political life has taken a heavy toll. It has 
disturbed the equilibrium of life, paralys¬ 
ed the democratic process and resulted in 
gross violation of human rights in the 
state. Tremors of the Punjab situation arc 
now being felt at far off places. 

This situation ha.s been created by histo¬ 
rical factors beginning from the pre-inde¬ 
pendence phase to the formation of the 
Punjabi Siiba (Punjabi sneaking state). 
The model of socio-economic develop¬ 
ment which engendered the famous green 
revolution, sharpened several contradic¬ 
tions 111 society resulting in the creation 
of an objective basis for the present crisis. 
Ihe struggle for political power between 
the Akali Dal and ihe Congress Party, in 
which the latter resorted to the game of 
manipulation of the Sikh and Hindu con¬ 
stituencies on communal lines to match 
the Sikh sectarian approach of the former 
as also the misuse of power of the central 
government, activated human power to 
generate this cri.sis. The signing of the 
Punjab Accord and its non-implemeniatioi. 
has created a crisis of confidence. 
Therefore, the resolution of the crisis has 
to begin with the re-nurturing of this lost 
confidence, adopting principled stands' on 
various unresolved issues followed by a 
revival of Ihe democratic process relying 
on the strength of people. Lasting peace 
can be brought by those who enjoy the 
people’s mandate, and have the awareness 
and capacity to resolve the contradictions 
produced by the model of growth in the 
state. 
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Genesis of Communal Violence 

Asfi^ar Ali Engioeer 

Very few riots are spontaneous outbursts of communal hatred. 
There are almost always other factors involved, not the least 
important being the involvement of political leaders. 


THERE are social, political, economic, 
cultural and religious factors which ac¬ 
count for the genesis of communalism 
and communal violence. It must, however, 
be remembered that communalism and 
communal violence are two distinct stages 
and that communalism may not necessari¬ 
ly lead to communal violence though it 
often does when some extremely provo¬ 
cative factors appear on the scene. The 
primary factor involved in the promotion 
of communalism is often religious or 
religio-cultural. Each religious group or 
community has certain prejudices against 
another religious group or community. 
Similarly, followers of one sect of a 
religious community entertain as strong 
prejudices against followers of another 
sect as against followers of another 
religion. But, the existence of religious 
prejudices is not, by itself, a sufficient 
condition for the emergence of communal 
violence. Communalism, however, pro¬ 
vides a Mrong medium for communal 
violence. 

With the evolution of new economic 
and political situations new factors emerge 
which provoke or exaceibate communal 
tensions leading to communal outburst. 
There were, for instance, no periodical 
outburst of communal frenry during the 
medieval ages. But a shift in the economic 
and political situation with the introduc¬ 
tion of the British Raj led not only to the 
strengthening of communal prejudices but 
also to periodical outbursts of communal 
violence which assumed a certain pattern 
over a period,of time and culminated in 
the partition of the country. 

After partition new factors affected the 
communal situation in our country Dur¬ 
ing 50s there was a comparative lull but 
communal situation took a sharp turn 
with the Jabalpur riots in l%2 where 
market competition between a Hindu and 
a Muslim beedi manufacturer led to out¬ 
burst of communal violence West Bengal 
and Bihar witnessed communal violence 
in the early 60s due to East Pakistan 
refugees entering India throughout that 
period. Again there was a short lull which 
was broken by outburst of frenzy in 1969 
in Ahmedabad in particular and all over 


Gujarat in general. This was the period 
which saw significant political changes in 
the country after Indira Gandhi nationa¬ 
lised the banks, split the Congress and 
began to woo the minorities and dalits to 
consolidate her support base. The Gujarat 
riots were followed by the Bhivandi and 
Jalgaon riots in 1970 in the same national 
political atmosphere. The late 60s also saw 
the emergence of the Shiv Sena on the 
political scene in Bombay and the pafty 
began flexing its muscles threatening not 
only south Indians but also Muslims. 

The communal situation remained 
under control after the Bangladesh war 
and more so during the emergency but 
burst out again in 1978 as a con.sequence 
of the political machinations of the Jan 
Sangh and the RSS within the Janata 
Party. There were major riots in Jamshed¬ 
pur, Varana.si and Aligarh. Indira Gandhi 
came back to power in 1980 and this ‘se¬ 
cond coming’ saw the Moradabad riot of 
August 14,1980. In this phase Gandhi had 
developed a ’soft’ attitude towards Hindu 
communalism. She sought to compensate 
the loss of Muslim votes with those of the 
economically emerging Hindu middle 
castes both in lura! and urban areas. The 
Bhivandi-Bombay riots of 1984 also took 
place in that political ambience. The roots 
of communal violence, more widespread 
and deep, after 1984 must be traced main¬ 
ly to two major religio-political move¬ 
ments, i e, the Shah Bano movement and 
the Ram Janmnbhoomi-Babri Masjid 
movement. 

Bhivandi Riots, 1984 

The Bhivandi-Bombay riot of May 1984 
has been studied by a deputy commis¬ 
sioner of police Patil, who was posted in 
Bhivandi during late 80$. This study 
throws interesting light on the motives of 
the participants as well as on their social 
origins. Patil also had access to police 
records and the CTD reports. However, as 
a police officer he could not deal with 
sensitive political questions. He hardly 
touches the political aspects which are 
equally important in undeistanding the 
genesis of communal violence in Bhivandi 


in 1984. Vasant Dada nitil, the then chief 
minister of Maharashtra, had cakulatedly 
allowed the Shiv Sena a free hand. The 
Shiv Sena, on the other hand, badly need¬ 
ed communal rioting, to widen its base 
now on the ‘Hindutva base’ and to come 
out of its long hibernation. 

Patil tells us that according to the poiicz 
recoid 200 persons were killed in Bhivandi 
riots but only 66 corpses were identified. 
He also tells us that 95 per cent of those 
killed were economically poor and what 
we can call the ‘.soft targets’. It confirms 
the usual observation that only the poor 
get killed in these riots. He also informs 
us that there was no previous criminal 
record against a single deceased. Thus all 
those killed were innocent citizens. Of 
those killed only 10 per cent had partici¬ 
pated in any communal activity. Only 6 
per cent were ‘hot tempered’ and only 7.5 
per cent had a ‘communal tendency’. One 
important observation made by the resear¬ 
cher is that 84 per cent of the victims were 
killed by the people of the other religion 
“solely on religious grounds”. 

This needs to be explained. From this 
statement it should not be construed that 
communal riots take place solely on reli¬ 
gious grounds. Religion at best is one 
factor among many. The main factors arc 
usually political or economic or both. But 
Paiil’s observation is significant at the 
micro level. The riots might have been 
caused by political and economic factors 
but participation of members of a reli¬ 
gious community at a ‘mohallah’ level 
may not necessarily be political or econo¬ 
mic in nature; it may be motivated by the 
religious feelings of the participant. It is 
the perception of the participant which 
matters at this level rather than the general 
macio level factors. The two should not 
be confused. The political and economic 
elite seek to exploit the religious sen¬ 
timents of the common people to fulfil 
their economic and political ends. 

Patil. therefore, rightly draws the con¬ 
clusion that “the innocent and poor were 
killed in that riot and there was an intense 
feeling of communal hatred behind their 
killings”. 

Our investigator also studied the 
culprits and as a police officer it was easy 
for him to consult the case diaries Aficr 
studying and classifying the data he con¬ 
cluded that “out of all the investigated 
culprits, only 3.8 per cent had previous 
record of various crimes. But there was no 
case of stabbing or knifing against any¬ 
body (from these culprits). Thirty-three 
per cent were communally active persons, 
0.4 per cent were political activists. 3 per 
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cent were vtry poOT, 60 per cent were poor, 
22 per cent belonged to middle class and 
15 per cent were rich” 

The above statistics show that simplistic 
assumptions should not be made about 
the participants of the communal riots. 
They are not all necessarily ‘goonda' 
elements; it is not crime which always 
motivates the participants. Not only poor 
but also the middle class and the rich are 
likely to participate, though their motives 
might vary According to Patil’s findings 
77 per cent culprits took part in the riot 
due to the influence of communalism 
Only a minuscule proportion had mischief 
as the motive while 8 per cent took pan 
with the intention of looting. But, accor¬ 
ding to our researcher, the motives of 14.6 
per cent remained unknown. An over¬ 
whelming number of participants were 


poor yet their sole motive was not looting. 
They.were, perhaps, giving vent to their 
religious feelings. In some cases religious 
feelings as well as looting may have played 
a part together. Human motives are 
seldom straight and in keeping with their 
conscience. A number of factors usually 
combine in determining our final beha¬ 
viour. Declared motives are often a con¬ 
venient cover for baser instincts. 

The second part of Patil’s report ‘One 
Day Yours and Other Days Ours’ clearly 
shows that if proper strategy is devised by 
the police, riots can be controlled Accor¬ 
ding to this part of Patil’s report the police 
allowed the Shiv Jayanii ‘mandals’ in 
Bhivandi to take out processions withoui 
much police interference but it was made 
absolutely clear that any mischief during 
the procession or communal disturbances 


multing therefrom would be severely 
punished the day after the procession. 
Subject to this the processionists were 
granted full autonomy. 

The strategy worked out well and the 
procession passed off peacefully though 
there was great apprehension. There is no 
doubt that if the authorities are determin¬ 
ed communal violence can be prevented. 
But whether a riot results or not is mote 
often politically determined than by the 
law and order machinery. Riots are 
engineered only when they serve some 
political purpose. Very few riots are spon¬ 
taneous outbursts of communal hatred— 
It is only in ihat event that an honest and 
properly trained law and order machinery 
can control the situation. But Bhivandis. 
Moradabads, Meerut s and Ahmedabads 
tell another story 






Society and Medicine 
Bridging the Information Gap 

Wiflhvan Raae 

The scarcity of information on drugs other than industry- 
sponsored material which will change the currently irrational drug 
use patterns prompted a recent two-week workshop in Thailand. 


DURING the 1980$progress has been made 
in the selection, delivery, supply and pric¬ 
ing of drugs. However, there has been less 
progress in making the use of drugs more 
appropriate. International evaluations, 
including the WHO Action Programme on 
Essential Drugs, have singled out the int'or- 
mation/educaiion/communication compo¬ 
nent of the drug programmes as the weakest 
link. 


Drug prescribing and use is influenced by 
many interrelated factors. Although at¬ 
tempts have been made to study drug use 
in developing countries in all its complexity, 
a multi-disciplinary approach is generally 
lacking A key factor for promoting rational 
drug use is adequate training of all health 
sarc stall The content of such education 
should be based on sound scientific 
knowledge. But this is at present lacking for 


many aspects of drug information and 
utilisation. Drug information is often simply 
seen as useful and effective in itself. On the 
basis that drug information influences praC' 
titioners, regulatory and education interven¬ 
tions have been used to improve prescribing 
practices But to be effective, drug informa¬ 
tion has to be appropriate—both content- 
and media-wise. Only rarely are attempts 
made to understand the attitudes and con¬ 
texts which may influence the use of infor¬ 
mation This IS also true for consumer in¬ 
formation on the appropriate use of drugs, 
where there is a need to develop strategies. 

in countries with scarce resources, it is im¬ 
portant to find out what constitutes 'essen¬ 
tial drug information' Studies from in¬ 
dustrialised countries indicate that written 
inloimation (c g. newsletters) alone may be 
less cficctive in promoting rational diug use 
and that in order to be clleclive the infor- 
inalion should be targeied at identified 



Getting in line. 

The Koreans with 30% Equity. 
100% buy back. 


Tuna fish. The most succulent 'Sashimi' prepared 
from prime quality raw fish a delicacy in South 
East Asia and Japan the major markets for Tuna. 
The name conjures up images of exquisite 
seafood restaurants and fast food chains that 
dot West Europe and America. 

Fishing Falcons will cater to this market through 
the 100% buy back arrangement with Tae Eun 
Corporation, a South Korean Company of repute 
which has not only invested 30% in the equity 
of the company but would also bring in the 
state-of-art technology of Tuna Long Lining. 

Yes. Fishing Falcons Project Tuna has the 
technology, the resources and the markets, all in 
line For you to profit from. 
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ISSUE HMHUQHTS 

• 100% Export Oriimad Unit fEOU) with 100% 
Buyback irrangament for s period of 10 yoan. 

• 30% Equity participation by tha coHaboratort 
M/s. Taa Eun Corporation Umltad. 

• Equity participation by Manna Products Export 
Oevalopmant Authority IMPEDA). 

a Abundant and unaxploitad tuna resources in the vast 
IrKben Exclusive Economic Zone 
a 40% exim scrips on exports 
a Tax free income since unit is 100% export oriented 
a Vessels to be delivered by end 1992 and commercial 
voyages to begin by January 1993. Net profit expected 
from first full year of commercial operations 1993-94 
a Listing on Hyderabad and Bombay Stock Exchanges 
MSK FACIOaS 

tichjngt riuctuklions The project being cepilil inicnsive and pan 
tinancad ibiDugh toieijin CuriancY Luani. ihe fepaemenu theiaol are aubjecl 
10 the currency vetue of the trtdig ii^mm vts a vrt those cutrtncfcs This would 
hfue matenal rmpeci on the protect end on the operstions 

Crew ReetnetKM^s if any. imposed by the Government of India >n htririg of 
Foraign Crew 

Raw Matenali The avetlabiMv of tima ar>d other teaourcas n predomiryantly 
mfiuertced by neturel lectors 


t Opens on 
ry, 1992 



Fishing Falcons Limited 

Regd Office. Flat No 303. Concorde Apartments. 

0pp. Civil Supplies Bhavan, Hyderabad SOO 482. A P India 


prra 11 ttmn it any dtlav in rafunp by mart than 10 tleyi. Ihe Cernpany ahall pay mtarat: p 1h% pei annum lor lha rlalayad periwl 
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problems. 

The drug information ‘scene’ in most 
countries is dominated by the industry and 
is of a promotional nature. The scarcity of 
non-indusiry drug information and the 
limited financial resources available call for 
a careful assessment of efficient educational 
strategies and optimal evaluation methods 
in relation to drug use. We need to develop 
sustainable and cost-effective systems for 
problem identification and information 
interventions to ensure rational use of drugs. 

To focus on the role of inforn ation related 
to the use of modern pharmaceuticals, a 
workshop was organised by the department 
of international health care research 
(IHCAR), Karolinska Instiiutet, Stockholm, 
Sweden, in collaboration with the depart¬ 
ment of pharmacology. University of 
Indonesia and National Epidemiology 
Board of Thailand, ministry of public 
health, Thailand. This was also supported 
by the Swedish government, WHO, 
UNICEF, SIDA and SAREC. IHC.XR at 
Karolinska Institutet was established in 1984 
and made an independent department in 
1987. IHCAR aims at making a contribu¬ 
tion to health and health care development 
with special emphasis on low-income coun 
tries and the poorest population groups 

The objectives of the workshop were: 
identified as (a) provide a forum lor critical 
discourse on the role of drug information, 

(b) assess existing and alternative methods 
of identifying problems in drug use, 
Ic) assess existing and alternative methods 
of preparing drug information and 
evaluating its effects, (d) enable the par¬ 
ticipants to design studies and project 
proposals as well as educational interven¬ 
tions for prescribers and/or patients/thc 
general public and evaluate their effects, and 

(c) discuss the possible role and features of 
a regional drug information centre. 

Around 30 participants from eight coun¬ 
tries, Bangladesh, India, Indonesia, 
Malaysia, Philippines, Sri l.anka. Thailand 
and Vietnam attended the workshoji. Thc 
case studies involved were 

(l| Drug information to the general public 
entailing a resiew and analysis of media 
presentations of drug information to the 
general public, and explore the potential ol 
other available media for the dissemination 
ot health inlormation 

(2) Drug information to patients: involv¬ 
ing observation of prescribei-patient interac¬ 
tions and individual interviews of pnrscribers 
and patients 

(3) Diug inlorniation to pre.sciibers 
involves interviewing diug prescribers, 
prescribing nurses, drug dispensers and 
also content analysis ol existing drug 
advertisements 

(4) Adverse drug leaciions and their 
monitoring, entailing interviewing pariici 
pants in the drug information prcKcss— 
physicians, dispensers and patients— 
regarding the concept of adverse drug reac¬ 
tions (side-clfccis) 


The case presentations and subser^uent 
group discussions brought out the glaring 
discrepancies in the dissemination of drug 
information to the end-user, that is, the 
patient. In the process it was also found that 
the right drug information was not given by 
the drug companies to the p^escrlb(^^s. In 
fact in India, the product promotion is 
mainly done by a visualiser who neither 
gives the composition of the product nor the 
side-effects and contra-indications. Many of 
the journal ad vertesements were found to be 
inadequate in disseminating drug informa¬ 
tion There was no established proctss for 
giving continuing health education to the 
doctors or prescribers, vi^, nurses and 
pharmacists. 

Based on the presentations of case studies 
by the participants, country-wise problem 
idenurication was done. Using this as a foun¬ 
dation, participants were encouraged and 
assisted to formulate research projects in the 
field ol diug information. The problem 
identilication involved a multidisciplinary 
approach, and was focused on pioblems in 
medicine use and the improvements that 
could be made using educational strategies. 

The research methodology depended on 
the kind of problems identified The methods 
were discu.ssed from the theoretical as well 
as practical perspective. The methods includ¬ 
ed pharmacology-pharmacokinetics, phar¬ 
macodynamics and policy; epidemiology- 
descriptive and analytical, anthropology- - 
participant observation; educational 
psychology and sociology I he prtiblems 
being multidisciplinary in nature, tht 
methods used included both quaniilalive 
and qualitative elements 

The research proposal by the Indian team 
IS entitled ‘A Study ol the Influence ol 
Essential Iherapeutic Information on 
Prescribing Pattern of General Practitioners' 
fhe objective is (1) to disseminate essential 
therapeutic information on selected pro¬ 
blems to prescribers and (2) to study any 
change in their prescribing paliern At pre¬ 
sent, GPs in rural and peripheral areas have 
little access to unbiased drug-inlormaiion 
or therapeutic guidelines Wherever a 
therapeutic update is provided, many of the 
GPs have expressed a desire to have conti¬ 
nuing medical education on a regularbasis. 
But the mnuence of an update on the 
prescribing pariern of GPs has not been 
scieniilicallv docunienied in India A pilot 
study, such as this project, may provide an 
aiiswei and pave the way of continuing 
medical education on an ongoing basis The 
study IS expected to be completed in about 
12 months 

Some of the other projects accepted by the 
other countiies wcic (I) Bangladesh, women 
and drugs—a new look at the contracep¬ 
tives, (2) Indonesia: prophylactic antibiotics 
in surgery—the impact of self-devised 
guidelines, (3) Malaysia the role of an¬ 
tibiotic guidelines in improving prescribing 
paliern of physicians in community 
hospitals; (4) Philippines drug information 


in health education at the primary school; 

(S) Sri Lanka; study of prescriber-user drug 
information interaction in primary health 
care settings; (6) Thailand: analysis of ter¬ 
tiary care hospitals in pharmaceutical and 
therapeutic committee; and (7) Vietnam; 
national study on prescribers* knowledge 
before and after—an information campaign 
on antibiotics 

The organisers of the workshop and the 
participants of the eight countries made a 
declaration to be known as the Jomtien Con¬ 
sensus on Essential Drug Information. The 
international workshop on ‘Society and 
Medicines—Essential Drug Information', 
held in Jomtien, Thailand 1-14 December, 
1991, recognises that people have a right to 
primary health care, includina essential 
drugs and drug information. 

Over half the world population still has 
no regular access to essential drugs. 
Moreover this situation is made worse by the 
absence of a systematic approach to infor¬ 
mation, communication and education 
(ICE) related to drug use It called upon 
governments to adopt a rational drug policy, 
to promote the concept of essential drugs 
to require generic names in labelling and 
prescribing as part of essential drug infor¬ 
mation, to establish mechanisms to regulate 
all promotional and advertising material 
regarding content, accuracy, socio-cultural 
sensitivities and needs of the people, to con¬ 
sult professionals, non-governmental and 
other people’s organisations in policy and 
decision-making processes, to establish and 
support a drug information system to 
facilitate and implement an effective rational 
drug policy, including research in collabora¬ 
tion with universities and other related 
bodies, to integrate in the health and medical 
education the concept of rational drug use, 
drug information as well as communication 
and self-learning skills, to introduce in the 
education system, formal and non-formal, 
the rational use of essential drugs, par¬ 
ticularly for children at an early age, to 
recognise the problem of adverse drug reac¬ 
tions and co-operate with international 
agencies in monitoring and evaluation, to 
adopt and enforce a code of ethics for 
marketing of drugs 

It asked of health workers/providers to 
respect the scnsitivitcs ot the patients and 
their relevant expectations as well as their 
information needs and of professional 
groups to establish networks at all levels and 
to facilitate drug information, communica¬ 
tion and education and to encourage multi- 
and interdisciplinary research on drug 
information 

It called upon the pharmaceutical 
industry to follow a uniform code of 
marketing, promotion and dissemination of 
drug information among all nations and in¬ 
ternational organisations to facilitate wider 
dissemination and exchange of all informa¬ 
tion on drugs and to support governmental 
and non-governmental drug information 
programmes as a priority 
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Development for Whom? 

Critique of Rajasthan Programme 

The Rajasthan Women's Development Programme is the first of 
many state-sponsored efforts aimed at 'empowering' women 
through their involvement and participation at all levels of the 
programme. What issues do these efforts raise for the autonomous 
women's movement? 


IN the second week of March 1991, 
autonomous women’s organisations all 
over the country received letters from two 
women’s groups in Ajmer district of 
Rajasthan, viz, Mahila Samooth Kekri 
and Mahila Samooth Ajmer. The major 
concern in these letters was the arbitrary 
dismissal of six women workers from the 
government-run Women’s Development 
Programme (WDP), five of whom were 
working in the post of ‘sathins’ (village 
level workers) and one as ‘pracheia’ (their 
co-ordinator). 

According to these letters, of the 40 
women from Ajmer district, Rajasthan, 
who attended the IV National Conference 
on Women’s Movement in India, at 
Calicut in December 1990, 17 had repre¬ 
sented Mahila Samooth Kekri, a local 
women’s group in the nine villages of the 
Kekri Panchayat Samiti. These women 
had paid their own fare to and from 
Calicut and had taken active part in the 
discussion and programmes at the con¬ 
ference. Ten of these women were also 
employees WDP. 

The letter from Mahila Samooth Kekri 
ended with the questions, “What is our 
fault? Was It wrong of us to have parti¬ 
cipated in the Calicut conference? During 
our training we are taught to organi.se. The 
women from our village did organise. We 
spent our own money (to attend the con¬ 
ference). What was wrong if we brought 
the banner of our group? In the sathins’ 
newsletter it has been clearly written that 
in order to dismiss a sathin a village 
meeting should be called and the village 
women should be consulted. This has not 
happened. We want justice!’ These letters 
which had been sent tr> all the participant 
groups in the Calicut conference was an 
attempt to raise these issues in a broader 
platform and was an appeal for support 
from women’s groups in India. 

As a response to this, a fact-finding 
team was constituted. While the dismis.sal 
of the six women workers was a major 
point of concern, for the team this also 
formed the starting point to analyse the 
experience of the Women’s Development 
Programme as run by the government. 
Rajasthan is the first state in India to 
initiate a state sponsored and supported 
programme for women’s development. 
Since its inception in 1984, other states, 


i e, UP, Karnataka and Gujarat have 
designed similar programmes. There are 
plans to extend them to several other states 
in the coming years. Being the oldest 
model of government-run WDP, the ex¬ 
perience of Rajasthan over the last six- 
and- a-half years could indicate the future 
trends m the women’s development pro¬ 
grammes if indeed the government were 
to make it the norm on a countrj-widc 
basis 

The Women’s Development Programme 
IS the outcome of the state government’s 
deliberations to formulate a policy frame 
for women’s development which in turn 
had drawn its inspiration from the Sixth 
Five-Year Plan (1980-85). The policy 
outlines the need for reorienting existing 
programmes and initiating new ones for 
women’s development. In order to im¬ 
prove the status of women from the 
deprived sections of the populations, the 
policy states us overall objective to con¬ 
sist of a “shift attitude from one of com¬ 
passion and welfare to that of the treat¬ 
ment of women as equal partners with 
men in the family, in the social situations 
and economic activity, in education and 
culture. Although the emphasis on equali¬ 
ty between males and females may disturb 
the family, it would generally lead to a 
more fair and harmonious relationship. 
The new norms and equilibrium should 
be based on strengthening the instiiulion 
of the family while at the same time 
recognising that women have independent 
identities, needs, problems and aspira 
tions!’ In order to achieve all this, the prin¬ 
cipal aim of the WDP was to “empower 
women through communication of infor¬ 
mation, education and training and to 
enable them to recognise and improve 
their social and economic status”. The 
document. Exploring Possibililies. A 
Review of the Women’s Development Pro¬ 
gramme, Rajasthan, gives luriher indica¬ 
tions of what this ‘empowerment’ could 
mean; “Development is a notion which 
demands a qualitative shift in the attitudes 
of the people involved... to generate ex¬ 
periences which facilitate altered percep¬ 
tions of the self image as well as social 
image of women... to rediscover the lost 
faith and confidence in ourselves, in our 
colleciive strength... faith m solidarity 
^nd sisterhood born of sharing all those 


moments of personal pain, humiliation, 
the years of silent suffering and the 
moments of happiness.. (to create) 
positive perception of a woman’s own 
identity in a larger social process”. 

The WDP was formulated on the basis 
ot the following assumptions: Most 
government schemes are not accessible to 
women due to a lack of receiving mecha¬ 
nisms and that it is possible to create such 
mechanisms through flexible and diversi¬ 
fied structures backed by effective parti¬ 
cipation of women at the grassroots level; 
Conceptually, development is to be under¬ 
stood as ‘internalised growth’ and there¬ 
fore not a mattei of handing down 
schemes. The growth demanded as its 
precondition a climate of hope and con¬ 
fidence generating self respect and group 
effort. The mam thiust of the programme 
for rural women is for facilitating these 
conditions through diverse processes; and 
for too long, men have been entrusted the 
responsibility for women’s development— 
in the family, government and society— 
and that a decisive shift is necessary in 
order to entrust these re.sponsibilities to 
women at all levels. 

All this towards what end? A critical 
look at the issues taken up at the village 
levels and the action planned/carried out 
to solve the problem could help m under¬ 
standing the perspective ol WDP much 
more clearly. The following examples are 
taken from Exploring Possibilities. 
Issues taken up 

The women from Oman village applied 
through the sarpanch Tor two hand pumps 
to be msinlled m ihe village— one in ihe hari- 
jan basil and another in the Gujar basic This 
was rollow'ing Ihe informalion brought by the 
‘salhin’ about the 'hand pump abhiyan'm 
Ajmer distnci When ihe learn from Ihe 
PHI D deparlmeni arrived lo install the hand 
pumps, they were prevented by ihc men Irom 
Ihe upper caste who did not want the pump 
lo be installed in the lower casie basli The 
team however managed lo install one m the 
harijan basii despite Ihe outbreak of violence 
The team came thrice aflei that but were 
prevented every time from putting the hand 
pump in the Ciujar basti The women re¬ 
quested them to come for the fourth time and 
by standing throughout the day in the (iujar 
basil, succeeded in gelling ihc hand pump 
inslalled then 

The conflict was local between Ihe upper 
caste and lower caste people in the village 
which obstructed the government scheme 
of providing drinking water to the village, 
from reaching the poor. The government 
on Its part had behaved m an exemplary 
fashion by being responsive and commit¬ 
ted enough lo send Ihc team five limes to 
the village lo install two hand pumps 
despite the threat of violence. 

A few upper caste lamilies from a different 
village had encroached upon the common 
grazing ground of Ihe village. Salemabed 
The sathin along with ihe village people and 
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the sarpanch encountered the intruders. The 
sarpanch fearing violence informed the SDO 
and the police. The land was returned. 
Here too the conflict wa.s local between 
the upper caste from one village and the 
people of another village. 

The ‘mate’ of famine works had removed the 
names of II women from the list of famine 
workers because they refused to gel a 
sterilisation operation performed. He had to 
fulfil family planning targets assigned to him. 
Sathin of Kalesara village intervened through 
some senior government officers and the 
names of the women removed from the 
register were incorporated into the list again. 
The issue of coercion at the village level 
to fulfil sterilisation target has its roots in 
the oppressive national programme of 
population control. However, the inter¬ 
vention of senior officers could have been 
to create an incorrect impression that it 
was not the government that was pres¬ 
surising but that the pressure was from a 
local level functionary. Surely the ‘mate’ 
had not dreamt up the targets. The stra¬ 
tegy seems to be familiar as when Indira 
Gandhi, the then prime minister charged 
with the atrocities of forced steriliitation 
during emergency, replied that it was merely 
the enthusiasm of some over/ealous 
officers. 

Many men from the village Malwa Chora 
iwere involved in the illicit distillation of 
liquor and this resulted in alcoholism and 
wife beating A collective decision was taken 
by the salhins in the ‘jajam' (meeting) to 
declare that alcohol consumption was illegal 
The police check post when informed refused 
to take action unless the men misbehaved on 
the roads. The issue came to a head when 
the sathin's husband beat her up under the 
influence of alcohol. A niccting was called 
in the village in which the sathins, the 
pracheta. project director, village leaders, etc, 
were present to dcscuss the issue The sathin's 
husband repented. A woman police officer 
who attended the meeting announced that in 
future legal action would be taken against the 
men who consumed illicit liquor and beat up 
their wives. Some men warned to excom¬ 
municate the sathin from the tribe because 
they had lost ‘face’m fiont of the outsiders 
but the village women argued in her suppc'ri 
and presented her from being excommunicalcd 
It is not clear how decisive the collec¬ 
tive authority and power of the project of¬ 
ficials and the woman police officer was 
in resolving the issue. It is also not clear 
whether the opportuntty was taken up to 
trace the emergence of alcoholtsm as a 
problem among the tribals. 

In the village Chinch, the co-operative store 
dealer was making false entries into the 
register showing sale of sugar to the villagc 
women for live months. The sathin and the 
women approached the secretary and the 
BDO with the complaint. After an enquiry, 
the co-operative dealer was suspended 
The culprit in this case was the local 
shopkeeper and the benefactors were the 
secretary and the BDO. 

The above examples illustrate that the 


issues taken up at the local level related 
to caste conflicts, vested interests at the 
village level and could be tackled by the 
intervention of the government officials, 
the police and the functionaries of the 
WDP. These examples relate to the achieve¬ 
ment of one of the stated approaches to 
development in the WDP—(to create) “a 
continuing sense of trust and mutual con¬ 
fidence must be maintained without any 
crack in the implementation of the pro¬ 
gramme at all levels... Because the pro¬ 
gramme has a unique texture of involving 
Government, non-government voluntary 
groups and academics, it has worked for 
a reinforcement of the fundamental 
assumption that trust is possible.” 

What happens if the issue that is raised 
is against the interests of the government, 
against the higher level government func¬ 
tionaries or against a more powerful 
'vested" interest? The following examples 
taken from the same document, could 
help in understanding the programme's 
stand on these issues. 

The local doctors and nurses (presumably 
from the PHC) refused lo see patients during 
hospital hours and instead would ask them 
to come to their residence so that a fet could 
be charged This issue was discussed at the 
jajam in Chandlai. It was decided that the 
doctor and the nurses will be called to the 
next meeting to discuss the problem as this 
alone could give the correct version from 
both sides. As a follow-up a workshop was 
organised for the sathins and the ANM. 
which managed to evolve a working relation¬ 
ship between the sathins and the ANM and 
to some extent good support between the 
sathins and the ANM. 

This account does not state whether the 
doctors attended the mcettng or not and 
whether they agreed to stop their prtvalc 
practtce. The only stated outcome is the 
bettertng of relattonshtp between the 
ANM and the sathin. 

The river water in Salarvas village was being 
polluted by the toxic effluents from the 
neighbouring factories The polluted walei 
was seen lo be extremely hazardous lo health 
fur both cattle and human beings After 
several nieclings in the village, it was devided 
to erect a wall outside the factory in case the 
management failed lo find some solution 
The collector agreed lo intervene and pro 
mised that purifier plants would soon be in¬ 
stalled III the factories 

it IS not clear from this account whether 
the lactones wcic ol public oi private see 
lor, how could building a wall outside the 
factory prevent seepage of toxic effluents 
into the soil and water (in any case, why 
should the village people spend money 
and labour). The tantalising phrase, "if 
management faded to find some solution” 
does not indicate whether an attempt was 
to be made by the village people to 
‘dialogue’ with the management and final¬ 
ly, the collector whose job il is anyway to 
look into such irregularities, offers to in¬ 
tervene as though it were a favour. We are 


also in the dark as to whether the manage¬ 
ment succeeded in finding a solution; the 
wall built; and whether the collector 
intervened. 

Perhaps the most glaring example of 
the programme’s attempt to contain dis¬ 
sent when it is directed against govern¬ 
ment’s policies is the response of the WDP 
functionaries to the coercive population 
control programme of the government. 

The first hint we get about the coercive 
practices adopted by the government in 
Ajmer district is from the list of topics 
discussed in the jajam meeting of January 
8-9, 1986 at Bada Kheda, Jawaja. The 
topic for discussion, “ Vehement rejection 
of sterilisation operation as the selection 
criteria of women labourers in famine 
works and forcible sterilisation of wonttin 
in some areas" (Exploring Possibilities, 
p 45) implies that as far back as January 
1986, the WDP was aware of the exi.stence 
of such practices and had taken a stand, 
at least in one of the jajam meetings, to 
oppose the same. Sathins were asked to 
collect, among others, information about 
the relationship between family planning 
operations and selection for famine works 
from the village. That the WDP opposed 
coercion in family planning is clear from 
a letter written by Sarla Naidu, the then 
project director of DWDA, Ajmer to the 
prachetas of the Ajmer district which 
made this specific request; “If you come 
across any incident where lorce or coercion 
has been exercised in the context of 
sterilisation operations, however insignifi¬ 
cant or small the incident may be, you are 
reque.sted to get all the details together 
with the name and signature of the women 
concerned in a written form and send it 
to the office .. It is your duty to inform 
and help in such matters whether the case 
IS yours or not.’’ Ironically this was at a 
time when the health secretary, Raja.sihan. 
was urging the collectors to ’promote’ FP 
programme in these districts by offering 
them incentives such as free air travel for 
global tom for seven days, for achieving 
130 per cent of annual target for sterilisa¬ 
tion. Free an travel for south-east Asian 
countries, for achieving 115 per cent of 
target, colour TV with remote control for 
achieving 100 per cent of target; a refrige¬ 
rator covering 90 per cent of target and 
a portable colour TV for 20 per cent more 
than previous year’s achievement. 

All WDP workers refused to accept 
family planning targets at the state level 
steering committee. The pressurised 
targets (village men and women) who now 
had a representative in the form of a 
sathin in the government programme of 
WDP urged the sathin to raise this as a 
major atrocity being committed on (hem 
by the government. Since at that time, a 
health project had been added as a com¬ 
ponent of the WDP. DWDA and district 
Idara Ajmer decided to give priority to 
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this issue. Accordingly, a workshop was 
held with the sathins and prachetas to 
d’scuss (he procedure and post-operative 
complications of sterilisation in women 
(both laparoscopy and tubectomy) as well 
as the perspective of the national popula¬ 
tion control programme and its critique. 
As systematic survey was planned to assess 
the extent of the problem, including the 
documentation of specific instances of 
atrocities at village level. 

The months of January, February, 
March, 1988 saw increa.sed pressure on the 
village people especially the women to 
undergo sterilisation. Rajasthan had 
witnessed several years of famine previously 
and the situation of near starvation of 
people in the villages was used to push 
sterilisation. The famine relief programme 
was directly linked to the achievement of 
family planning targets. Availability of 
employment at famine relief sites was 
dependent on the willingness of the per¬ 
son to be employed to undergo sterilisa¬ 
tion. Those who refused to comply (either 
because they were ’ineligible’, ill, post¬ 
menopausal. not sure of survival of their 
children, not completed family size) had 
their names struck off the register for 
employment. Another practice was to 
reserve four to five jobs on each muster 
roll for women who would subject them¬ 
selves to such an operation often against 
their own choice, for employment. Women 
workers were refused work in almost all 
the panehayat samitis in Ajmer district, 
in some villages, famine relief works sanc¬ 
tioned previously were cancelled when no 
’cases’ were forthcoming. In Nayagaon 
(Kekri panchayat .samiti), works already 
underway were withdrawn forcibly. In 
Govindgarh and Bhandanwara, men who 
had been operated previously had to bring 
in at least one ’case’ to get employment. 

Persons operated earlier were forcibly 
sterilised for the second and third limes 
to tulfil targets. All loans, whether to dig 
a well, build a house, buy cattle, were 
sanctioned only to a sterilised person. 
Because of the extremely un.safe and 
unhygienic manner in which sterilisations 
were being performed in makeshift camps 
in the villages, complications due to the 
surgery began to rise. Because of negli¬ 
gence, deaths took place on the operating 
(able. Women were humiliated publicly to 
prove that they had been operated by ask¬ 
ing them to show 'he scar. 

The information collected on the eflect 
of sterilisation on the health of the 
women, the impact of this programme on 
family survival, and evidence on the 
several atrocities committed on the village 
people, was presented to the top level 
functionaries of the WDP by the health 
team. The information had b^n collected 
by members of Idara, Ajmer, Pracheta 
and Sathins of Ajmer district. Kavita of 
IDS and the three members of the health 


team. A meeting was to be held to share 
the findings and to plan concrete action 
programmes. The issues that needed im¬ 
mediate attention were: the excesses being 
committed under the FP programme 
which had escalated since January 1988; 
and the increased pressure on the WDP 
workers to meet FP targets. 

There was no response from WDP and 
IDS. The health team noted in the letter 
written in April to Mamta Jaitly of state 
Idara that ”it was decided to call a 
meeting informally outside of the WDP 
with other concerned individuals in Ra¬ 
jasthan. The meeting would be called by 
the group present (Pritam, Manju, Kavita, 
Mamta, Arti, Mallika and Sathya) in their 
capacity as concerned citizens!’ In the pre- 
pracheta training programme held in 
Jaipur in April 1988, the question of 
holding the meeting on the FP excesses 
outside of WDP was again raised and 
discussed. A decision was taken to orga¬ 
nise a meeting between all the Idaras to 
share the experiences of the different 
districts and to explore the possibility 
of evolving a separate support structure. 
Commenting on this, the health team 
noted in the same letter: "We believe that 
WDP is a forum through which it is at¬ 
tempted to raise issues related to the lives 
and problems of the village women and 
society at large. However. . . decisions 
taken have been changed and certain pro¬ 
cesses set into motion have been preemp¬ 
ted without the involvement of the health 
team This we feel is delaying the im¬ 
mediate attention and action required at 
the village level as well as in collecting fur¬ 
ther evidence!’ The ‘tactic* of delay was 
used to .sabotage the issue. First, it was felt 
that WDP was not the appropriate forum 
to raise the issue, then it was stated that 
WDP was at a crucial stage because it was 
uncertain whether the project would be 
extended and raising of such an issue 
would give the government an excuse to 
close the prugramine; it was felt that 
maybe a separate structure outside of 
WDP needed to be created to raise these 
issues; and finally, the health project itself 
was discontinued 

A meeting of individuals and groups/ 
organisations was called in Jaipur in June 
1988 to discuss the issue of FP atrocities 
in Rajasthan. This forum, however, did 
not take off. In the National Workshop 
on Women and Health held in Jaipur bet¬ 
ween October 24-27, 1989, Mamta Jaitly 
on behalf of Pritam, Manju, Archana, 
Kavita, Kanchan, Shobita, Dipta and Jaya 
wrote in response to the charges levelled 
againsi them by the members of the health 
team, Idara: 

An open stand with the government on link¬ 
ing tp ot iainily planning operations on 
women to governmeni-run famine relief 
works was not taken up at the slate and 
district level Al that lime Idara'. scry 


existence in Ihe programme was threatened. 
Therefore, our priority at that lime was to 
resolve this issue so that all components of 
the programme's structure could be kept 
intact. 

Though It had been decided within the 
programme such an openly public siand 
would not be taken at the state level, at the 
village level such stands were supported and 
encouraged. Amongst us also there was con¬ 
stant discussion, sclf-icneciion on how could 
sve push this issue forward in the given situa¬ 
tion. Towards this effort, on 24 June, 1988, 
a state level meeting w^s organived at 
Kumarappa Institute, various voluntary 
organisations were contacted and the possi¬ 
bility of taking a collective stand on the issue 
outside WDP was considered. To this meet¬ 
ing there was no response from other organi¬ 
sations, therefore no further action could pe 
taken 

Survival then became the sole question 
of the top level functionaries of WDP, 
IDS. And the women from the village on 
whom atrocities were being committed 
and the workers of the programme (sathins 
and prachetas) on whom there was 
pressure to bring ’cases’ were betrayed, 
thereby betraying the very objectives of 
the women’s development programme. 
The pressure continues and on March 8, 
last year Ihe sathins in Ajmer district were 
asked to take an oath to make the popula¬ 
tion control programme a success in this 
area. Their salary was also stopped for 
two months because they could not fulfil 
the targets given to them. 

WAOt Labour vs Honorarium 
The project director, project officer and 
the prachetas of the WDP are subject to 
the rules and regulations of The Rajasthan 
Civil Services (Special Selection and 
Special Conditions of Service of Project 
Directors, Project Officers and other of¬ 
ficers in the Women’s Development Pro¬ 
ject) Rules, 1984, enacted by the govern¬ 
ment of Rajasthan in September 1984 
through the Rajasthan Gazette Extra- 
oidinaiy. Certain amendments were made 
on December 11, 1989. These service rules 
relate to the posts, determination of 
vacancies, tenure, selection procedure, pay 
scales, etc Workers in this project arc also 
entitled to take protection under the 
Industrial Disputes Act 1947, to settle 
disputes arising in the course of employ¬ 
ment. Despite these well-defined rules, a 
large number of irregularities have been 
maintained by the project directors of 
WDP. In the past, several workers of the 
programme have filed cases in the Jaipur 
High Court challenging Ihe exploitative 
conditions which had been imposed on 
them While this is the situation for the 
lower level siafi in the WDP, who fall 
under the categoiy of government ser¬ 
vants and have been able to take advan¬ 
tage of the grievance procedure accorded 
to them under law, the situation of the 
sathins is far worse. 


Economic and Political Weekly February I, 1992 


195 



When ihe proposal for WDP was for¬ 
mulated. it was proposed that each sathin 
would be paid an honorarium of Rs 2(X) 
per month. The rationale for giving the 
honorarium, the basis on which this 
amount was Tixed or even why it was being 
termed an honorarium is not given any¬ 
where in the project proposal. One of the 
first indications is given in the letter dated 
19.7.86 by Vijayalakshmi Joshi of district 
Idara. Ajmer, addressed to the sathins and 
prachetas. Under the query, ‘Who is a 
sathin' she states: “Sathin is just like any 
other woman in the village. She is not a 
government servant. If she is not a govern¬ 
ment servant then how come she is getting 
Rs 200? Then listen, the amount that the 
sathin gets is not hei salary. It is an 
honorarium. She gets the honorarium 
because she has to leave her work and run 
around doing other’s, and this amount is 
given as a pocket money for expen.ses’’.. 

The dissatisfaction among the sathins 
regarding the inadequacy of their wages, 
received a collective expression in the mela 
held at Padampura from March 21 to 24, 
1990. As one .sathin put it, “In Padam¬ 
pura, all the sathins had gone on strike 
because we felt Rs 200 per month was too 
low. We were doing too much work. All 
the sathins felt the same. We took over the 
mike and stage. They put off the mikes 
and then the prachetas came and fired us 
up. We were 800 sathins. They declared the 
mela closed!’ The demand was so voci¬ 
ferous that It could no longer be ignored. 
The state Idara then called a meeting in 
Jaipur (April 16, 1990). From every 
district one .sathin for every 20 sathins was 
sent for the meeting. The meeting was at¬ 
tended by sathins from Banswara, Ajmer, 
Kota, Udaipur, Jodhpur, Jaipur, Bhilwara, 
Sikar and Dungarpur, prachetas, district 
Idara, project directors, state Idara, IDS, 
additional director, and secretary of social 
welfare department. According to the 
newsletter published on the proceedings 
of the meeting the sathins stated that they 
needed an increase in their honorarium 
because, the cost of living had gone up 
in the last 5 years; they had to stay out¬ 
side the village for even as long as a week; 
they were forced to forfeit their daily wage 
labour, and were sometimes forced to 
employ wage labour for work that could 
have been carried out by them but for 
their absence from the village. 

The sathins’ demand was that the 
honorarium should be along the lines of 
minimum wages and should be raised ac¬ 
cording to their workload. To counter this, 
a fine distinction was first drawn between 
wage labour and honorarium. According 
to the definition put forward (presumably 
by the ‘officers' present because it could 
not have come from the sathins). 

In daily wage labour, the work is defined by 
someone else. The relationship is one of 
master and servant. The amount of wages 
naid IS related to ihe number of hours 
worked. 


There are similar constraints in the con¬ 
cept of salary also. Here too is a relation of 
master and servant. Work is defined by some¬ 
one else But salary is better than daily wages 
because the money is not determined by ihe 
number of hours of work. We receive a fixed 
amouni every month. Therefore this is more 
secure than ihe wage labour. Honorarium is 
nol paymcni for work Here we decide on 
the kind of work we want to do We decide 
on Ihe issues we want to raise and we decide 
how we will raise il. There is no resinclion 
on lime oi work and there is no pressure from 
others Here we have a relationship of 
equality 

Because of these reasons we lelt that we 
must not discuss wage labour or salaries bul 
should discuss honorarium. 

After agreeing that indeed thcie wa.s a 
need to increase the ‘honorarium’, the 
secretary of the social welfare department 
was brought in to say that because it was 
the last year of the project, and because 
the approval for raise will take months due 
to the government’s bureaucratic proce¬ 
dures by which time the project will end. 
It was not tsossible to increase the amount 
through the project. However, efforts will 
be made to get a raise of Rs 50 per month 
by a different way (what this ‘different’ 
way ts, is not .stated) to compen.sate for 
the loss of daily wages a sathin has to face. 

If Ihe definition of salary and hono¬ 
rarium IS accepted, then the purpose of 
the April 16 meeting seems to have been 
to force the sathins to accept that a 
relationship of 'equality' far outweighs 
material conditions. Il is also nol clear 
what this relationship of equality is, and 
between whom is this relationship being 
talked about. If one were to extend the 
logic then can it nol be said that all the 
salaried workers of WDP and Idara (pro¬ 
ject directors, officers, prachetas, eic) are 
working as servants under some ‘mastei’ 
(governnieni?), carrying out woik defined 
by someone cl.se (government'’), unable to 
decide on the i.ssues they would like to 
raise as well as how it should be laised, 
working under pressure Irom other.; and 
are government servants? We have no in¬ 
formation on whether the definition was 
applied to the top level people in WDP 

1 he entire piogrammc of WDP rests on 
the woik of the sathins and prachetas at 
the village level Vet Ihe sathins’ work is 
not consideied work worthy of wages, and 
the honorarium is paid as pocket money 
to meet incidental expenses. It becomes 
necessary then to look at what a sathin 
IS suppo.sed to do According to the pio- 
ject proposal (May 1984), her main futu - 
tions are to be. to set up Mahila Vikas 
Kendra in consultation with the village 
community, particularly the poor women, 
under the overall guidance of the pracheta, 
to work closely with the village women, 
to win their confidence and to be at their 
disposal whey they need her; to survey, 
study and analyse village instiiuiions, the 
strengths and difficulties of village life. 


particularly Ihe problems faced by women 
and children; to take steps for the solu¬ 
tion of urgent and emergent problems of 
women and children; to organise WDP 
activities at her own initiative and on the 
advice of the pracheta; and to function as 
a comrade and animator of the women of 
Ihe gram panchayat area. 

The very nature of the .functions a 
sathin is supposed to perform makes it 
difficult to gauge the amount of lime she 
would need to spend in fulfilling these. 
Further, the outcome of her work cannot 
be always measured because they are bas¬ 
ed on intangibles, such as—have the 
village women gained confidence in them¬ 
selves, has their status changed in their 
eyes, in the family, in the village, etc. The 
programme has chosen to lake advantage 
of these factors. As Sharda Jain of IDS 
stated in the meeting with us on April 23, 
1991, “It is not correct to draw parallels 
between a sathin and anganwadi worker. 
An anganwadi worker has a defined work 
whereas sathins do nol have a defined 
work”. This should not be unfamiliar to 
us. Hasn’t women's work been historically 
defined as non-work? How can a pro¬ 
gramme that has as its prime objective, 
empowerment of poor and backward 
rural women, undervalue, underpay and 
exploit their women workers by defining 
away their work as non-work? 

Since, according to the project proposal 
and the various documents of WDP, a 
sathin IS not a government servant, a 
detailed process has been worked out by 
which her services can be terminated, the 
sathin newsletter (August 1988) from state 
Idaia, gives information on the process ot 
removal of a sathin from her work. The 
only reason slated for the basis of Ihe 
removal of a sathin is that she is nol able 
to work II after attempts to improve her 
work with the support of all in the pro¬ 
ject does not bear fruit and only if 
nothing van be salvaged is the process to 
teiinmate her services set in motion. Ac¬ 
cording to Ihe newsletter, “only if the 
village women lose their confidence, and 
feel that she can no longer work, only 
then the sathin must be removed Irom 
work" I list, belore dismissal, a meeting 
of jajain should discuss the functioning 
of the sathin concerned, openly. Following 
this, the other sathins and prachetas must 
visit the village and discuss with the 
women of the village. Again it should be 
discussed at the meeting of prachetas. 
(July after all this should final steps be 
taken to dismiss the sathin. An open 
meeting should be called at Ihe village and 
everyone’s opinion mast be taken. If a 
consensus emerges that the sathin’s func¬ 
tioning cannot be improved in any way, 
only then should she be dismissed. 

The recent event of the dismissal of the 
five sathins from the Kekri area did nol 
follow this procedure. When Ihe sathins 
relumed Inim C alicut/Kerala on January 9, 
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the co-ordfiMibr ot district Idan. 
Ajmer, Vijayalakshmi Joshi and three of 
the prachetas of Ajmer district. Padma, 
Cyan and Ucchan arrived at the villages 
of three of the sathins and picked up Var- 
dibai, Geeta and Jadav and took them to 
the Idara office at Ajmer. After threaten¬ 
ing them and harassing them in the mor¬ 
ning, they were sent back. In the jajam 
at Jalia II, these sathins were charged with 
participating in the rally at Calicut con¬ 
ference under the banner of Mahila 
Samooh, Kckri; and collecting money 
from the village for their travel. They were 
asked to give an explanation for their 
behaviour. When the sathins admitted 
their 'guilt’ for going under a different 
banner but denied collecting money lor 
their travel from the village they were 
'scolded'. 

In Bawaicha Jajam (February 1991), in 
which the sathins of Kekri were not pre¬ 
sent the other sathins (from Silora, Binai 
and Srinagar panchayat samitis) were ask¬ 
ed to sign a paper saying that the sathins 
who had gone to Calicut under a different 
banner should be thrown out of their iobs 
At no point of time were village meetings 
called to discuss the 'misbehaviour' of the 
sathins with the village women. The 
sathins were not dismissed because they 
were found wanting in their work. The 
sathins were dismissed because they 
preferred to represent the local organisa¬ 
tion of ihe village women, Mahila 
Samooh Kekn. which they had been in¬ 
strumental in oiganising. Of the nine 
sathins who represented the Mahila 
Samooh, Kekn at the Calicut conference, 
only five were dismissed. 1 here were no 
explanations forthcoming from any of the 
top level functionaries as to why only 
these five women had been singled out 
and dismissed for their ‘crime’. 1 he 
dismissal of the five sathins wa.s despite 
Ihe wide support enjoyed by them among 
the village women and men, village elders 
and leaders. The letter of dismissal sent 
to the panchayat samiti did not state the 
reasons for dismissal 

In the sathin newsictiei of July 1986. 
prepared from district Idara, Ajmer, there 
is a discussion on whether the power lies 
with the headquarters at Ajmer or at the 
village lesrl with the village women. 

During ihe meeting al T ilonia June 16-22, 
it became clear that the Sathins think ihal 
Ihe 'root' of the programme is Sarla Naidu 
(ex-Projeci Director, DWDA, Ajmer) and the 
sathins are leaves, flowers and branches 
There was a lot of discussion on whether in 
reality the ‘root’ was in Ajmer with us (Idara 
and DWDA) or in ihe village with the 
Sathins.. I think that instead of looking 
for strength at the village level, we are once 
again looking for strength from llie cities and 
Ihe headquarters. Are we beginning to con¬ 
sider ourselves and the village women weak? 
Certainly not .. Supposing (Vijayalakshmi 


Joahi) and Sarliui send meuages ftom hete 
on what you should do, can it be considered 
correct? What needs to be done and how 
should it be done can be decided best by all 
Ihe people in your village together. . My 
opinion is that even if the programme closes 
down, and even if someone cuts off the bran¬ 
ches, flowers and leaves even then the roots 
will hold on fast to the soil and with a little 
rain put forth new shoots. Sathins should 
work towards this. She should strengthen the 
root at the village level. 

Apparently not, as The current incident 
has gone on to prove. 

Following their dismissal the sathins 
met Aditi Mehta, the district collector of 
Ajmer on February 26 and 27, 1991 who 
assured them that she would look into the 
matter. On the same date, at the meeting 
of sarpanch.s in Ajmer town, Mehta asked 
the panch of the concerned gram pan¬ 
chayat whether the sathins had collected 
money from the village to meet their travel 
expenses to Calicut. The panch replied in 
the negative. Following this, the village 
women belonging to the Mahila Samooh, 
Kekri, raised the issue at the meeting of 
Rajasthan Mahila Manch on February 
15-16, 1991 at ‘Urmul Trust’ in Bikaner 
district of Rajasthan. A letter dated 
Febiuary 23, IWI was sent by the mem¬ 
bers of the Manch to Vijayalakshmi Joshi 
All the sarpanchs of the concerned gram 
panchayat, as well as the pradhan of the 
Kekri Panchayat Samiti wrote letters to the 
district collector, the project director of 
DWDA Ajmer, affirming their faith in the 
work of Ihe sathins and requesting their 
remstateincni. Thus, .several attempts were 
made at the local level to reinstate the 
sathins The fact finding team, when it 
visited the three gram panchayats m the 
Kekri area, could find only large scale sup¬ 
port for the sathins who had been dismiss¬ 
ed. The two oihei sathins Ihe team could 
meet from Ajgaia village and Loharwada 
village (those who had not gone to Calicut 
and who had participated in Ihe jajam) 
also felt that the termination of the 
sathins was wrong and they should be 
taken back. Thus the termination of ser¬ 
vices was violative of the rules/procedure 
laid down by the programme as stated in 
the sathin newsletter of August 1988. This 
IS not Ihe only instance where the sathin 
had been terminated arbitrarily in Ajmer 
district. The following gives a list o( 
sathins and the reason for their dismissal. 
Although these were not the stated reasons 
for dismissal, these were the real reasons 
behind dismissal as related by the sathins 
whom we have no reason to disbelieve. In¬ 
volvement with some men outside social 
sanction; undertaking part-time work 
with other organisation or individuals; 
unacceptable behaviour, such as serving 
liquor at a family event, harassment ol 
daughter-in-law, etc; was unable to work 
properly; and other reasons such as ill- 
health, change m nomenclature of village. 


etc From the reasons for dismissal or 
resignation, it appears that doing part- 
time work outside of. WDP ‘work’ was 
considered unacceptable. Does the cor¬ 
ollary of this not mean that to be a sathin 
is to do the work of WDP? And does this 
also not mean that the labour should be 
reimbursed with at least minimum wages? 
Unacceptable behaviour, such as a rela¬ 
tionship with a man outside social sanc¬ 
tion also seems to have been cited as 
reason for dismissal. According to the 
sathin newsletter of August 1988, “the 
powerful in the village may consider her 
as a ‘bad’ (fallen) woman. They may con¬ 
sider her as a breaker of homes, 'spoiling’ 
the village women”. It appears that not 
only do the powerful in the village cite this 
reason for not co-operating with the 
sathin, but the officials of WDP too 
operate under the same framework of 
equating a woman with her expression of 
sexuality and finding her unacceptable if 
her sexual behaviour is not socially 
acceptable. 

The officials of WDP, Idara and IDS 
refused to stale their reason for dismissal 
of the five sathins who attended the 
Calicut conference. It was hinted darkly 
that the issue was an internal one between 
WDP and Mahila Samooh and was a 
reflection of the ‘state of war’ between 
these two organisations, and that this con¬ 
flict had been going on for the last four 
years. Ironically one of Ihe priorities in 
programmes of women’s development is 
“an emphasis on Ihe formation of appro¬ 
priate organisations for women in order 
to facilitate communication, learning and 
organised action”. One of the major func¬ 
tions of the sathin is to organise'local level 
‘mahila mandals’ with the help of the 
pracheta m the villages of their gram 
panchayat. With Ihe emergence of such 
organisations, conflicts that would arise 
had been taken note of'in the letter writ¬ 
ten by Mamla Jailly Of state Idara in 
February 1990. This can be taken tO mean 
a recognition of the emergence of inde¬ 
pendent women’s groups at the village 
level, of the contradictions within the pro¬ 
gramme which created conditions for the 
emergence of such groups, and Ihe real 
possibility of conflict between them. The 
formation of Ihe Kekn Mahila Samooh 
illustrates these three points. 

The sathins and the pracheta of Kekri 
Panchayat Samiti were merely implemen¬ 
ting one of the stated priorities of the 
WDP. When they attended the Calicut 
conference, the group that went from 
Kekri consisted of nine sathins, one 
pracheta and seven women from the 
village. The fact that these women had 
gained enough strength as an organised 
body and had pride in their identity as a 
local group is a reflection of how well this 
priority of the WDP has been achieved in 
the panchayat samiti of Kekri. Instead of 
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a sense of achievement the programme 
could have gained, the incident has been 
distorted to make it appear as a question 
of loyalty of the sathins. 

It then becomes clear that sathins are 
workers in WDP, hence their loyalty 
should lie with the WDP and not with the 
village women. Any attempt to organise 
their strength outside the structure of 
WDP is seen as an attempt to divide the 
unity of women and they should be ter¬ 
minated from their service. Since, every¬ 
one we met insisted that WDP was a 
government programme, it follows that in 
an area where the government runs a pro¬ 
gramme of WDP, the women can express 
their solidarity and unity only within the 
structure of the government programme 
despite all the rhetoric in the various 
documents. 

Roit Ol SlAlfc IN WoMt-N'S 
DbVl tOl’Mt Nl 

As a welfare state, the government has 
the responsibility of ensuring the resources 
requir^ for the development of the entire 
population, including women. Yet, in con¬ 
trast to development plans for other sec¬ 
tions of the population, government em¬ 
phasis with respect to women is not on 
policy measures, resource allocation or 
redenning development but on awareness 
raising, organisation and mobilisation— 
or, in other words, on struggle as oppos¬ 
ed to development. With such a definition 
of development a bizarre situation has 
been created where the struggle is no more 
against the establishment but is militating 
with state support—what is the new 
target? Why is the government viewing 
women’s development in terms of develop¬ 
ing consciousness and oiganisaiion‘> Why 
do its programmes with respect to other 
oppressed sections lack such an orienta¬ 
tion even today; Why aic these effoits 
on part of government occurring simul 
taneously with active el forts on part of 
political parties of all shades to woo 
women as a constituenc-y? Is it not impor¬ 
tant to critically put into coniesi ihc role 
of the government vts-a vn women ’ Do 
we not consider the present siatus of 
women to be an outcome ol the broad 
policies of the gosernment tolloweil since 
independence? Are the WDI’s. Maliila 
Samakhyas, etc, really the coriectivc steps 
which go beyond raising the propaganda 
value for the governnicnr’ Does the 
government have a role lo pl,i> at all in 
the ’struggle’ considering that women’s 
problems are not limned to faniils but 
arise as much out ol the larger society and 
mal-devciopmcnt therein? When the 
organisation for struggle is local and 
fragmented, is it not going to always get 
subverted by the broader policies of the 
government? i e, in the case of vertical 
programmes, such as the family planning 


programme, will they not uke precedence 
over the aspirations of the people? Will 
a government takeover of women’s organi¬ 
sing potential not subvert any future at¬ 
tempts at organising women? Will the 
government not act as a depoliticising 
force, considering that real politicisation 
of women will cause a lot more questions 
to be asked which the government is in no 
position to answer? In a nutshell, are these 
prograrhmes not akin to being a manage¬ 
ment/owner sponsored trade union of 
workers? Are Ihere certain areas of 
development which concern women and 
where the government can be a facilitator 
without being an organiser, i c, provision 
of support services, legal aid, cic 

While there is a relatively long history 
of non-government organisations (NGOs) 
undertaking the implementation of govern¬ 
ment sponsored programmes, the entry of 
women activists in direct government pro¬ 
grammes IS a more recent phenomenon 
While the possibility of reaching oui lo 
large numbers of women has attracied 
many an activist, the entry of aciivisis has 
also provided such programmes wiili 
much needed legitimacy. The implications 
of this direct alliance have far-reaching 
con.scquences. 

Has the stale consciously cho.sen to use 
progressive symbols and jargon to blur the 
contradictions between its own interests 
and those of the people? Do the concern¬ 
ed activists feel that they can influence 
such programmes to their own ends even 
while providing immediate legitimacy lo 
the govcrnmeni’’ Will the inlliieiice not 
work both ways? How arc the stands of 
ihe activists likely lo be diluted in Ihc in¬ 
terest of “the programme’’? c g, the ques¬ 
tion of forced separation of sexuality from 
fertility in Ihe health project ol WDP, and 
readiness lo deal with fcriiliiy alone, in 
direct contrast lo constant fcminisi at¬ 
tempts at linking the two. Is it not in the 
inicrcsi of the ruling classes to subsume 
the class question under gender concerns 
and to direct energies away fioni major 
structural contradictions in society? Are 
the activists in government programmes 
not unwittingly abetting such a process? 

Since the women’s decade, lunds have 
increasingly poured in to develop women 
licim ihc very sources whose character is 
not necessarily pro-people or pro-women. 
Increasingly, these lunds have also been 
used to suppoil activists, voluntary agen¬ 
cies and governmental programmes. The 
most coiivenieiii explanation,has been that 
this supporl is being made available 
because of growth in the women’s move¬ 
ment in the west. While .somewhat true a 
decade ago, this does not explain conti¬ 
nuing flow ol funds at present. 

Within the movement this question has 
been debated back and forth in extremely 
heated exchanges between those who ac¬ 
cept funds and those who do not. All the 


same there is a great need to understand 
some issues. Why are funding agencies 
endlessly supporting women’s program¬ 
mes? Why is it that with respect to women 
the stress has been on conscientisation, 
mobilisation, etc, as opposed to tangible 
development? What is the relationship of 
first world and third world feminists? Is 
there any attempt at influencing the issues 
and the priorities? in Ihe aid agencies, 
how IS women in development related to 
population control—theoretically and 
programmatically? 

Not only in terms of issues has the 
government adopted the jargon of the 
women’s movement it has also adopted an 
organisational form where all the strength 
of the bureaucracy has been replaced by 
all the weakness of NGO structures. The 
lack of distinction between employer and 
employee has not meant increased demo¬ 
cracy but has given all powers to the top 
functionaries lo act in completely ar¬ 
bitrary and unjust ways. The pay structure 
is exploitative just as in many NGOs ex¬ 
isting on government or funding-agency 
grants The right to unioni.se is non¬ 
existent because the wcvrkers are deemed 
to be 'volunteers’. As such, a.ssociating 
with such programmes has also meant 
supporting unfair labour practices with 
justification on grounds of at least 
ameliorating abject poverty How far is 
such a position tenable? 

Collaborating with the government to 
advance the movement has been one clear 
option for some organisations and acti¬ 
vists. While no movement can flourish in 
isolation, no movement is likely to 
flourish vnihoui an ideology clearly spell 
out. At present, Ihc movement is in its 
nascent stage and has lo contend with a 
very sophisticated opposition. Clearly, the 
movement does not face suppression-it 
faces co-option Also the movement is 
extremely amorphous and has obfuscated 
certain differences among women in the 
name of universal sisterhood Alliances 
continue to be formed within the move- 
ntent with individuals and organisations 
of all sorts on grounds of their 'being 
women’ This may have been the only way 
oui in the beginning—but now that the 
movement has acquired an image larger 
than life and a legitimacy which has spur¬ 
red even the most icactionary elements, 
such as the BJP, into action: Is this not 
the lime to take slock and develop a clear 
strategy? Why should the movement feel 
responsible lo reach the largest number of 
women in the shortest time? Is it not at 
the same time equally vital to be choosy 
about collaboration as well as program¬ 
mes? Why has the movement not syste¬ 
matically questioned Ihe government and 
its intentions vis-a-vis women? This needs 
to be analysed in the context of the 
women’s movements’ visible critique and 
suspicion of the established left. 
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Emerging Trade Alliances in Asia 

M G G Pilloi 

Several proposals to strengthen Asian regional alliances and 
markets jSr^ being actively discussed. 


THE contretemps over an Asian trade 
caucus has become a bilateral conflict betJ 
ween thelJnited States and Malaysia, with 
the United States opposing the East Asian 
Economic Caucus (EAEC), a downgraded 
version of the -Malaysian proposal for a 
regional economic grouping. The Associa¬ 
tion of South-East Asian Natioas (ASEAN) 
has since adopted it as an independent, 
.subordinate institution to the Australian- 
proposed Asia Pacific Economic Co¬ 
operation (APEC). Bot the United States 
wants only one regional group, APEC; 
besides It objects to any organisation 
which Japan would inevitably dominate 
and from which it would be excluded. 

The Malaysian prime minister Dato' 
Seri Mahathir had discu.ssed the proposal 
with Japanese and South Korean officials 
during his December visit to Tokyo and 
Seoul. Some Japanese officials have sug¬ 
gested that EAEC ought to merge with 
APEC, but Mahathir insi.sts that the 
EAEC is a forum for regional consensus 
before APEC meetings and not a irading 
bloc. If the United Stales, Canada and 
Mexico, could form the North American 
Free Trade Association (NAFTA) and join 
APEC, why could not east Asian coun¬ 
tries form EAEC and join APEC, hi asks 

Whatever the intentions. NAI lA has 
the makings of a trade bloc Washington 
officials privately say that NAFTA cn 
cumvenis political fears of Mexico’s pro¬ 
blems spilling over the bordci, and en¬ 
courages Americans and Canadians to in 
vest in thai country. I hat mas be, but the 
long-term plan for the f nierpiise ol the 
American, would be but a short step assay 
from NAFTA to an Aniei ican common 
market. Malaysia, more than any othei 
Asian country, opposes NAFTA on the 
same count that Washington opposes 
EAEC; that it would become a trade bloc 

With attention on EAEC, other east 
Asian developments are all but ignored 
But proposals abound lo sirengihen 
regional alliances and markets amidst 
apprehensions about a closed European 
market after 1992, and of NAFTA becom¬ 
ing a (rade bloc of,the Americans. Aiding 
this are vibrant economies in almost every 
east Asian country which made them im¬ 
portant competitors in the global market¬ 
place. 

The Karch for natural allies is to en¬ 
sure that western closed markets do not 
impede east Asia’s growth. Taiwan’s pro¬ 


posed Sinic Common Market of China, 
Hong Kong and Thiwan stumbled partly 
because it depends on Hong Kong’s posi¬ 
tion after 1997 and because Singapore, a 
natural member, is nokin it. Taiwan looks 
upon It to -Strengthen her position vu-a- 
vis China when Beijing pressures rise to 
incorporate her into the mainland. The 
World Chinese Entrepreneurs Conference, 
a gathering of overseas Chinese, discussed 
future relations with C'hina at its meeting 
in Singapore last August, and saw Singa¬ 
pore as China’s Hong Kong after 1997 
The conference, which in the past con¬ 
sisted of pro-Taiwanesc backers, now ac¬ 
cepts that the overseas Chinese should co¬ 
exist with China, neiiher controlling the 
other, but ready to piovidc economic and 
financial help wiihoui being part of that 
country Some observers believe that this 
formula would persuade China to con¬ 
sider Taiwan as an overseas Chinese 
enclave and noi as an integral part ol the 
niaml.ind Singapore cannot, for geo¬ 
political and economic sensitivities, be 
linked to the Smic ( oinmon Market, but 
her suppoil loi suvh a move can be 
anticipated 

Singapore's immediate regional concern 
IS the Oiowih Inangle, a legional econo¬ 
mic giou|) that links Singapore wiih the 
soutliein Malaysian state of Johore and 
the Indonesian islands of Bmtang and 
Batairi Despite Singapoie’s initial reluc¬ 
tance to take Indonc-.ia and Malaysia into 
conlidence, ihe proposal came amidst 
plans III Kuala T.umpui and Jakarta to 
develop these areas by lapping Singapore's 
aih.ini.iges and expeiience, and despiie 
their poliiical resersations about it. 

Malaysian politicians believe the 
< irtm ih Triangle attracts ovctscas Chinese 
entrepreneurs to Johore and to Batain and 
Biniang so that Singapore would have a 
Chinese industrial hinterland closeby. 
Besides, Singapore discussed the project 
first with Johore, and not with Kuala 
1 uinpur. A feeling persists in Kuala 
Lumpur that Johore and the Indonesian 
islands would get only investments that 
Singapore diverts to them. According lo 
a Malaysian minister, “It is a linkage 
tnvolving 'a nation (Singapore), a stale 
(Johore) and a district (Riau, of which the 
two islands are a part)!’ This does not 
however detract from Ihe obvious benefits 
and advantages. An Indonesian official 


^id; “However much we disagree about 
it, we developed our nation with Chinese 
shopkeepers and capital. We will now 
develop Batam and Bintang with Singh- 
pore Chinese shopkeepers and capital.” 

The political perceptions in .Kuala 
Lumpur are unclear. On the one handr 
Singapore, inadvertently, invoked the 
theoretical regrouping of the historical 
Rhiau sultanate, of which Batam, Bintang, 
Singapore and Johore were once part of. 
The quiet acceptance of Ihe Growth 
Triangle makes it an important psycho¬ 
logical consideration, not that it would 
come to pass. On the other is the fear that 
Singapore’s larger purpose is to ensure a 
solid Chinese entrepreneurial class settled 
in Batam. Bintang and Johore. 

Kuala Lumpur obviously finds merit in 
regional growth triangles and would like 
one that links its F^mang, Kedah and 
Perils stales with Indonesia’s Sumatra, 
and southern Thailand. Thailand pro¬ 
poses an ASEAN Free Trade Area as an 
iiiiermediate step to economic integration. 
The ASEAN foreign ministers tentatively 
supported it at their annual meeting in 
Kuala Lumpur last July. Indonesia also 
sees It as an option to other economic 
integrations proposals on the table. 

This ASEAN proposal extends an 
earlier Thai proposal for Bangkok as the 
intermediary in trade and economic rela¬ 
tions between India and Indochina. 
Bangkok believes it is one way to bring 
Indochina and, possibly, Burma into 
ASEAN’s periphery, and justifies it as an 
micrmediate step before ASEAN accepts 
them as members. 

India has expressed an interest in 
APEC, though not in EAEC. Itsobyious 
advantage of trained manpower especially 
m computer software development, gives 
It an edge in east Asia developments. The 
other countries in SAARC which India 
dominates, are mired irrregional political 
squabbles to consider orderly regional 
economic co-operation. To get back or 
the mainstream, their parochial outlook 
must change and concentrate on their 
strengths, make drastic changes to their 
economic structures, and look to the 
dominant east Asian economies, rather 
than to the west, for their future growth. 

This Asian look towards east Asian 
economies also underlines Washington’s 
hostility tovsards the Malaysian prime 
minister Dato’ Seri Mahathir has resisted 
every attempt by Washington to be part 
of the growing east Asian economics. With 
the Soviet Union no nore, Washington 
presumes that" her new superpower enemy 
is Japan, and works overtime to prevent 
Tokyo from gathefing .support from coun¬ 
tries around the world, but especially in 
cast Asia. That battle is not’over yet. 
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PERSPECTIVES 


Ideology and Hegemony in 
Jharkhand Movement 

A L Raj 

The tribal aspiration for autonomy in Jharkhand was first 
dragged on to a regional platform which enabled the execution of 
an inverse ideological somersault—the construction of nationality 
on the basis of region. Today the Jharkhandi nationality question 
is discussed as if it were part of geography and not of 
socio-political anthropology. 


I 

I Htl Jharkhand movement has acquired 
(he dubious distinction of being one of the 
oldest movements in the country. Since 
(he formation of Chotanagpur Lnnati 
Samaj in 1920 to the emergence of a 
so-called United Jharkhand Party in 1991, 
for the past 70 years the tribals of 
Chotanagpur and Santhal Parganas have 
been struggling for separate statehood 
within the Indian union, it appears, 
without much success. True, the move¬ 
ment has seen ups and downs, has sent 
several legislators to both the central and 
state law making bodies, has become mure 
broad ba.scd, etc, but still the Jharkhand 
state seems to be a distant goal. Today, the 
Jharkhand movement is divided into 
several groups and parties and has to 
struggle hard to maintain its distinct 
ideology and organisational identity. Such 
a stale of affairs within (he movement has 
often been blamed on the character of the 
tribal leadership, the divide-and-rule 
policy of the government, the weak pan- 
iribal consciousness, etc. While these and 
similar other rea.sons arc valid, it is still 
necessary to explain how these situations 
have been brought about, what the 
mechanisms and proces.ses are by which 
the ethnic consciousness of the tribals and 
the militancy of the movement have been 
to a large extent successfully neutrali-scd, 
and finally how this movement of a 
subaltern group of communities is being 
co-opted and accommodated within the 
structure and ideology of the dortiinani 
classes and communities. 

The present movement of the tribals of 
the south central pait of the country for 
a separate slate of Jharkhand is in very 
many ways a continuation and extension 
of their heroic tradition of struggle 
against the British imperialism and local 
feudalism. A senes of tribal revolts 
marked the Jharkhand history in the 18th 
and 19th centuries—revolt ofTilka .Majhi 
(1780), (he Kol revolt (I8.JI), the Santhal 


hul (l8SS)and Bisra revolt (1900) to men¬ 
tion only the very well known ones. It 
must be mentioned however that even 
prior to the advent of the British the 
zamindars and the petty rajas of the area 
tried hard but failed to subdue the tribals. 
When Tinally the tribals succumbed to the 
British, that wgs not the end of the story. 
The progressive erosion of the tribal ways 
of life, values of communal and co¬ 
operative systems, (he breakup of the land 
systems and land alienation on (he one 
hand and the imposition of the values and 
dominance of the non-tribals in collabora¬ 
tion with the British power, provoked the 
tribals into another series of revolts. This 
resulted in (he acceptance by the British 
of the distinct culture, life .style and 
economic system (‘nationality’m modern 
parlance) and administrative arrange¬ 
ments svere accordingly made granting the 
tribals a large measure of internal 
autonomy and protection through a senes 
of measures such as Regulation XIII of 
1833 applicable to Chotanagpur and Act 
27 of 1855 applicable to Santhal Parganas. 
Following independence, however, the 
substance of the tribal autonomy was 
more or less eroded, keeping only its 
shadowy forms through Ihe schedules V 
and VI of the Constitution. Once again 
tribal dissatisfaction gathered momen¬ 
tum; however, its expression could not be 
any more m the same old form of ‘tribal 
levolt’; It now became a movement for a 
separate state within the Indian union— 
the Jharkhand stale. 

The tribal movement in Jharkhand as 
with all other tribal movements is a 
holistic movement in protest against the 
totality of non-tribal intrusion and 
dominance at all levels of life. This does 
not mean however that there was no 
mutuality of sharing or social intercourse 
at all between the two groups of com¬ 
munities. The movement spedficaliy was 
and is against the non-tribal dominance 
which is becoming more and more arti¬ 
culate and aggressive. The great revolts of 


the past highlighted (his protest in the 
areas of autonomy, protection of land and 
of honour of their women; but submerged 
within these is the persistent cry against 
the exploitative system into which they 
were increasingly being drawn. It is 
precisely this all-embracing quality of 
tribal protest as well as the non-tribal 
intrusion that has kept the movement alive 
and continues to evoke sympathetic 
chords in (he hearts of the tribal masses 
even when the movement often fell into 
the hands of degenerate leadership. In 
other words, the Jharkhand movement 
was and continues to be (though to a 
lesser extent now) a struggle to resist 
the imposition of the ideology and 
dommance of the non-tribal communities 
and the ruling structure created by them. 
Flere is a classic situation of a subaltern 
movement against the dominant classes 
locked up in an ideological struggle for 
hegemony. 

The struggle of Ihe subjugated people 
towards change in the status quo takes 
place within the overall dominance of the 
ideology and control of (he ruling groups. 
This dominant ideology forever tries to 
maintain its hegemony by strengthening 
its ‘moral and intellectual dominance' over 
the rising and struggling subaltern 
ideology for change, the former opiwscs 
the latter by posing as a superior, more 
acceptable and universal ideology to be 
received by all sections ot the society; the 
former blunts the militancy of the latter 
by a number of options open only to it; 
the former accommodates the latter when 
It IS not possible to suppress it totally into 
Its own discourse and idiom by conceding 
superficially and partially to the insurrec¬ 
tionist knowledge and ideology; and the 
former even takes up the causes of the lat¬ 
ter naturally in a twisted and selfish man¬ 
ner to thwart the real aims and objectives 
of the movement. The formation of the 
subaltern ideology and more particularly 
Its expression takes place in a hesitant and 
haphazard manner; the process is marked 
Dy a simpler level of abstraction and 
articulation; insights and attitudes are 
expressed more in concrete and immediate 
experiences rather than in categories and 
concepts. This scattered and unorganised 
state of subaltern ideology provides the 
dominant groups and their middlemen in¬ 
tellectuals with ample opportunities to 
penetrate and control it through a process 
of selection, misrepresentation, sophi¬ 
stication, etc These and similar other pro¬ 
cesses have been taking place within the 
Jharkhand movement also, needless to 
say, within the context of overall socio¬ 
economic structural changes and Ihe ever- 
shifting class and community.alliances. 
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II 

From being a struggle of tribal masses 
to preserve, strengthen and assert their 
distinct ethnic culture, identity, values, 
history and independence, the Jharkhand 
movement in the course of its long 
existence has sicnviy but steadily been 
transformed into a movement for the 
‘development’ of the tribals much along 
the same path as that of their noti-tribal 
neighbours. This is the first ideological 
victory of the dominant communities over 
the tribals within the movement. The 
earlier tribal revolts were marked by their 
rejection of the ‘sahcb’ and ‘dhiku’ ways 
of.life with an implicit sense of superiority 
in their own collective and co-operative 
way of life; such an attitude to a large 
extent informed the earlier years of the 
Jharkhand movement also at least among 
the masses. The escalation of the ideology 
and practice of development by the ruling 
circles came with its own intellectual and 
moral dominance and it has its impact 
within the movement also Whenever the 
movement became militant the govern¬ 
ment responded in terms of ‘develop¬ 
ment’; it was quick to realise that rcpies- 
sion alone was not capable of suppress¬ 
ing the movement. (That these develop¬ 
mental exercises did not bring forth any 
perceivable improvement in the hie of the 
tribals is another story.) The onslaught of 
this'developmental di.scouise within the 
autonomy movement wa.s and is signifi¬ 
cant. The tribals are being made to 
clamour for more and more developmen¬ 
tal projects very much like such demands 
in generally backward areas; and develop¬ 
ment itself is being understood in the 
same terms as by the surrounding non- 
tribals. Con.stant comparisons with them 
has bcome a preoccupation of the vocal 
section of the movement—“We arc 
backward and underdeveloped while they 
are advanced and developed" But eroded 
along with this discouise of development 
a Iq the dominant communities js the 
pride in the tribal past and ways ot life 
and atlachmenl to whatever was their 
own, which gave the tribal a militant edge 
to their past struggles Today the most im 
portant political discussions within the 
movement centres around the theme ol 
development—the entitlement of tiibals 
to development, the appropriation by 
others of the share of benefits due to the 
tribals, the all-pervasive corruption within 
the developmental practice, etc From self 
determination based on confident and 
proud self-identity to imitative develop¬ 
ment as the goal of the movement is a 
significant concession on the part of the 
tribals in the war of positions between 
the two contending ideologies. This 
ideological transformation of course did 
'noLtake place in a vacuum: on the other 


hand it is rooted in the existential life con¬ 
ditions of the mass’ all-pervasive deriva¬ 
tion and dependence, which is why even 
the long-cherished goals of independence 
and identity could be sidetracked. 

The ascendancy of ‘development’ over 
‘autonomy’ of the tribal way of life 
within the ideology and practice of the 
Jharkhand movement has indeed opened 
up several avenues for penetration by 
dominant ideological thinking. From the 
concept of the ‘development of the people’ 
to that of the ‘development of the area’ 
may seem to be an innocuous and short 
step. But in the context of Jharkhand 
whefe the tribal groups have already 
become a minority in the ‘tribal areas’ this 
shift in concept has in effect become a 
platform for a major onslaught on the 
tribal movement When in 1833, the non¬ 
regulation areas were demarcated and 
Regulation XIII was pa.ssed as to where 
the tribals were to have autonomy from 
the operation ol general laws, the 
demographic situation was different from 
what it IS now. The ‘area’ and ‘people’ 
were more or less co-cxiensive then, the 
tribals were an overwhelming majority 
and ethnic issues could be addressed from 
the ‘area or territorial’ platforms. But 
since then during the last 150 years, more 
so during the last 50 years, momentous 
demographic changes have taken place in 
Jharkhand through in-migration ol non- 
trihals and out-migration ot tribals and 
the latter lorm only a minority, though 
significant, of the total population 
Against this vast demographic change, 
ethnicity and regionalism have become 
iwo distinct and different phenomena and 
to substitute one for the other means 
certain shift in emphasis and point of view 
and when considered against the political 
thrust of the movement towards change, 
signify again a compromise and conces¬ 
sion Political and developmental dis¬ 
course within the movement today is 
mainly in terms of the ‘area’ rather than 
of ‘communities', needless to say the 
beneficiaries of this area concept are first 
the non-tribals and second those tribals 
who are in the piocess of becoming like 
the non-tribals. Fthnic discourse is 
discouraged in many ways withm the 
movement; at the intellectual level it is said 
that the distinction between the tribals 
and the non tribals is but a continuation 
of the British imperialist strategy; more 
recently it has been suggested that people 
could be characterised not in terms of 
their alleged traits but as inhabitants of 
certain eco-regions, etc: at the level of 
political practice it is advised that unity 
of the people of the entire ‘backward area’ 
would strengthen the movement or more 
directly that the movement would not suc¬ 
ceed unless It wins over the support of the 
non-tribals. Ethnicity is the idiom of the 


tribals while regionalism is that of the 
dominant communities and the movement 
is definitely moving in the direction of 
regionalism. 

The solution towards containing 
ethnicity and encouraging regionalisin has 
been formulated in two distinct but related 
ways; one, which places priority on the 
‘nationality’ question—that but for a 
handful of exploiters, the entire people of 
Jharkhand are denied their nationality 
rights so the unity and mobilisation of all 
the people of Jharkhand irrespective of 
their Janguage, caste, tribe, etc, should be 
encouraged in the struggle. The second 
formulation would claim to disoovter a sort 
of political or proletariat nationality 
wherein the organised workers of the 
industrial centres of Jharkhand would 
combine with the rural masses to form 
and achieve a socialist Jharkhand which 
would be a model for the rest of the coun¬ 
try. Implicit in both the above formula¬ 
tions is the denial of ’tribal nationality* 
as a priority within the movement. While 
the former strives to bring the tribal move¬ 
ment within’ the broad democratic, pro¬ 
gressive movement based on regions, the 
lattei stresses the need for a ‘class’ 
framework. Both arc two variants of the 
same phenomenon—reduction of ethnic 
consciousness and problem into a regional 
or class consciousness and problem. 

The fact that both these formulations 
emerge from a spectrum of socialist and 
liberal thinking itself carries with it con¬ 
siderable moral and intellectual tegitimacy. 
Whatever be the merit of such formula¬ 
tions at the theoretical level in practioe they 
are a denial of tribal nationality; they 
camouflage the historical as well as the 
current contradictions at various levels 
between the tribals and non-tribals in 
general (not only the mahajan and 
moneylenders); these formulations preach 
harmony between unequal and anta¬ 
gonistic partners, thus indirectly 
strengthening the status quo-, and finally 
they seek to confuse and blunt the sharp¬ 
ness of the all-pervasive ethnic exploita¬ 
tion that has given birth to a struggle for 
freedom and autonomy. 

Having dragged the tribal aspiration for 
autonomy to a regional platform an 
inverse ideological somersault is per¬ 
formed to reconstruct a nationality on the 
basis of the region. The concept of 
Jharkhandi nationality has gained wide 
currency within the movement. Here the 
nationality is seen primarily as an at¬ 
tribute of a region instead of a community 
or a group of communities; the Jharkhan(ii 
nationality question is discussed as if it 
were a part of geography and not of socio¬ 
political anthropology. A region is in¬ 
vested with a nationality partly based on 
the memories of historical tribal occupa 
tion of entire Jharkhand. Here the ques- 
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Iton of tribals and non-tribals does not 
arise, instead that of local and outsiders 
emerges. It is not asked what power or 
autonomy the tribals will have in the 
proposed stale; on the other hand it is 
asserted that the Jharkhand movement is 
not only for the tribals but for all living 
within Jharkhand, ii is also heard that in 
Jharkhand everybody will be equal, 
meaning that stain': t)uo is assured of con¬ 
tinuity. Ethnicity in all its manife.stations 
is shunned and regionalism is encouraged, 
ethnic exploitation is underplayed and 
issues of regional development and im¬ 
balances dominate. Jharkhandi culture 
instead of tribal culture, Jharkhandi iden¬ 
tity instead of tribal identity and finally 
Jharkhandi nationality instead of tribal 
nationality is supposed to capture and 
dominate the mood and movement of the 
masses. The raison d’etre of this concept 
is supposed to be that most of the people 
living in this area are anyway backward, 
poor and neglected both by the state and 
central governments and hence their ex¬ 
istential situation could well be described 
as a nationality. 

From ethnicity via development to 
regionalism, the Jharkhand movement 
has travelled a long distance in the 
ideological road towards integration and 
assimilation with the dominant com¬ 
munities. From being a movement ol 
tribal autonomy and identity it has been 
transformed into a movement for decen¬ 
tralised administration and lor re- 
deniarcaiing of state boundaries I Ins 
perhaps is the reason w hy iccently the cen¬ 
tral governmcni has i.iken note ol ihe 
movenicni .ind is niving wiih the idea ol 
granting a semblance ol auiononiy to Ihe 
region, and this could be the reason also 
that many ol the iiaiional panics aie 
speaking in leims ol sainnis kinds ol state 
formation in the legion Hasing sulli 
cienlly eoniained the eihniciiy of the 
movement and lia\ing brought il neaier 
to the idiom and disc muse, and iheiebv 
the interest, of the doniinani com¬ 
munities, Ihe demand ol the 'tribals' 
could now be ‘conceded’ This has 
been expressed lucidly wiihin the 
framework of the upper caste Hindu 
ideology by I K Advani Jhaikhand, No' 
Vanachal, Yes! 

In order to secure once and and loi all 
that ethnicity and tribal militancy does 
not laise ns head ever again, to secure a 
legitimate place for the dominant non- 
tribal communities within the tubal areas 
and to expand their area of influence 
‘lawfully' III every sphere of the region’s 
socio-political and cultural life, the domi¬ 
nant ideology has seen to it that any form 
of ethnic assertion and particularly the 
demand for a tribal state based on 
ethnicity is understood and accepted by 


the vocal sections of the movement as 
meaning ‘communal’ and consequently 
rejected by them. The moral and intellec¬ 
tual hegemony of the dominant ideology 
within the movement is nowhere clearer 
than in this ‘communal’ question. The 
tribal activists learn that one should not 
divide people on race, caste or ethnic lines 
(left over of class reductionism); it is seces¬ 
sionist and communal to demand an 
Adivasi Raj. C'ommunalism in its turn is 
associated in the public mind with Hindu- 
Muslim religious communalism. This sub¬ 
tle and not so subtle equation of the snug¬ 
gle of an oppressed nationality with the 
politics ol religious fundamentalism of the 
dominant communities has gripped the 
minds and hearts of the young people iii 
the movemeiii that they do not any more 
even think ol dreaming ol an Aduasi oi 
Birsa Raj based on tradiiional tribal 
values, ethos and genius Such is the 
power and penetration ol the dominani 
ideology presenting itsell as superioi arid 
universal, controlling and subduing the 
rising tribal ideology ol a subiiigaled 
people struggling for socio political 
self-assertion 

A point of intere.st m this context would 
be the fact that during its long years ol 
existence the movement itself has not 
thrown up any important tribal intellec¬ 
tual who could speak foi the riiovcrneiii 
or ideologise the sti uggles ,iiid aspirations 
of the tribal masses Seveial aiieinpi.s were 
indeed made by the educated tribals to pul 
down in writing some coiiiictc siuiaiioii 
oi incident, biogiapliical skeiches ol 
heroes like Biisa or Sidu and even lo 
logically preseni itie unson il'fire ol the 
moveineni. 1 hesc indigenous aitempis, 
unloriunately are loo lew ajidaie inlorrn 
ed by a ‘tribal style’ of writing that the 
dominant communities have found it easv 


and useful to ignore them more or less 
totally. On the other hand there is a 
plethora of writings on the different 
aspects of the movement by the non-tribal 
intelligentsia. The different Jharkhand 
Budhijivi Manches also have a heavy dose 
of non-tribal intellectuals. The role played 
by the few tribal intellectuals is generally 
passive. While it is not contended that the 
non-tribal intellectuals wiihin the move¬ 
ment have all collectively sworn to thwart 
the aims and objectives of the movement 
and thaj of the tribal masses, it could 
safely be said of many of them that they 
have not had the patience to observe or 
to listen to the hesitant voices emanating 
from the mass of tribals but have chosen 
to go ahead verbalising, formulating and 
propagating what ought to be the 
ideology, strategy and tactics of the move¬ 
ment. These semi- and pseudo-intellectual 
exercises have taken place unavoidably 
within a •context’ of ideology and 
hegemony and often have failed to faith¬ 
fully interpret the aspirations of the tribal 
masses. The very presence of these in¬ 
tellectuals within the movement and their 
relationship with the tribal activists is not 
devoid of hegemonic overtones and more 
often than not reflects the ethnic relation¬ 
ship III the larger society. 

Ill 

1 1 needs reiteratiqn that this struggle 
bci ween ideologies lakes place within the 
xoiKicie and existential life situation of 
(lie people as well as within the overall 
1 1 .micwoi k (if dominance and exploitative 
iclaiionship In the context of Jharkhand 
i.ondi(ions favourable to Ihe dominant 
cuinmunities and their ideology existed 
troni (he very beginning; the long rule of 
some kind of Hinduised raias in the area: 
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the intervention of the British more often 
than not on the side of the zamindars and 
local rajas; the expansion of industrial, 
developmental and administrative ac¬ 
tivities and the attendant large-scale 
immigration of non-tribals into the area; 
economic scarcity and famine leading to 
equally large-scale emigration of tribals 
from the area; the overall imitative way of 
life imposed on the tribals by the 
advanced communities; spread of educa¬ 
tion as well as the rise of a new class of 
tribals who worked as a bridge between 
the tribal masses and the dominant com¬ 
munities; and above all the compulsions 
of electoral politics and pressure of 
economic necessities under the changed 
conditions, etc. These and similar other 
factors smoothened the way for the domi¬ 
nant ideology towards hegemony within 
the movement. The specific function of 
hegemonic ideology however is to grant 
legitimacy to domination and cover it up 
with a sense of the universal and the 
acceptable. 

Correlated to the above mentioned 
compromises and changes in fOciis, em¬ 
phasis and thrust in the ideology of the 
Jharkhand movement are objective 
changes within the movement—changes 
in issues, class composition and alliances, 
etc. 

The Jharkhand movement is no more 
a movement of the tribals only, in prac¬ 
tice this has meant that a large number 
of non-tribals have become participants 
of the movement and thus its base has 
become widened. But this quantitative 
expansion has also led to the qualitative 
dilution of the movemeni; to begin wnh, 
the character of the non-tnbal entrants to 
the movement is in general nothing that 
the movement could boast of—they are 
not from the working class of the non- 
tribal communities as was fondly hoped 
for by the ‘democratic and socialist 
ideologues'. More often ^lan not they are 
contractors, moneylenders, and their 
henchmen, local dadas and other dubious 
elements. As could be expected these are 
not content with being simple followers; 
but have become local leaders and on 
several occasions have proved to be more 
powerful than and manipulative of the 
more prominent tribal leadership. That 
this ‘joining of hands' with the tribals, of 
the nop-tribals within the movement is 
again in the context of dominance and 
exploitation, is cl^ from the several other 
changes within the movement. 

Issues and probKmf connected with the 
historical and current ethnic relationship 
and exploitation-discrimination of tribals 
in every sphere of socio-political life, 
continuing and ever increasing tribal land 
alienation, mahajani exploitation in 
village bazars, sexual exploitation of tribal 


women, general looking down upon tribal 
way of life, dominance of regional and 
national languages and culture over that 
of the tribals, etc, have almost been left 
behind by the movement. Apart from this, 
in general a scarcity of issues could be 
noticed in all the recent programmes of 
the movement. 

The class and community base of the 
movement has also shifted to a con¬ 
siderable extent. Ihe emergence of Ranchi 
University students and staff as one of the 
local points within the movement (JCC, 
AJSU, UJP, etc) has meant unfortunately 
not the addition of a'new force, that of 
the educated and middle class tribals, to 
the movement, but a substitution of the 
traditional rural forces by the urban ones. 
Even with regard to the Jharkhand Mukti 
Morcha which is the dominant force of 
Ihe movement, agrarian and jungle-based 
movements have become things of the 
past. With the new found urban emphasis, 
the movement has had to accommodate 
the aspira'ions and interests of the non- 
tribal majoitty in the towns. 

i.and, Ihe ever burning problem of the 
tribal masses is no more the central issue 
of the movement: in fact it has been 
ibserved in several places that the second 
and third level leadership among Ihe 
tribals is busy bartering away large chunks 
of tribal land to their non-tribal counter¬ 
parts within the movement in return for 
political and financial support. Even in 
mass displacement of tribals for develop¬ 
mental projects less and less voices are 
heard against the projects themselves and 
niore voices for better compensation and 
employment, indicating a definite trend 
within Ihe movemeni—that a small sec¬ 
tion ot vocal and educated tribals whose 
interests are distinct from that of the 
mas.ses arc on the ascendancy within the 
movement. It is this emergence of sec¬ 
tional interests among the ti ibals that has 
contributed much towards the inclusion 
of and adjustment with the non-tnbal 
communities. But what is not often notic¬ 
ed, or if noticed not highlighted, is the fact 
that corresponding to the ‘in-migration’ 
of the non-*ribals and their interests is the 
out-migration of the tribal masses and 
their interests a*ay from the movement 
The rural masses of Ihe major Ho, Munda 
and Santhali tribes are discovering to their 
dismay that their traditions, aspirations 
and struggles are not any more the vital 
force of the movement. 

Earlier decades saw the onslaught of 
the npn-tribal exploiters on the tribal land, 
labour, women and honour and the tribal 
movement.stood for resistance to these 
depredations. Today while all these con¬ 
tinue and increase in many sophisticated 
ways, a newer form of exploitation is 
being added to the situation—the whole 


spectrum of non-tribal interests are mak¬ 
ing significant inroads within the 
resistance movement itself, uking the 
initiative and militancy away from the 
exploited tribal masses. 

The Jharkhand movement as it today 
sunds more for a regional state formation 
than for ethnic self-determination of 
tribal masses; it is concerned more with 
questions of boundary of the proposed 
state rather than wjth the perennial issues 
of ethnic and class exploitation; it is more 
and more preoccupied with manipulative 
politics within urban centres than with 
mobilising the tribal masses; its strength 
today lies less in mass prpud self- 
confidence and assertion of tribal way of 
life and more in its leadership’s yearning 
and ability to imitate the mainstream 
culture and politics. It is no surprise that 
in this process of gaining acceptability by 
the dominant communities, the Jharkluuid 
movement is being irrevocably drawn into 
the ‘pure politics' of our national 
mainstream, in which the masses are less 
and less interested and involved and in 
which lumpen ism has become an impor¬ 
tant ingredient. The dilemma facing the 
movement today is, whether it has already 
reached the point of no return or it is still 
possible to stem the tide! 


IV 

From the above one might be forced to 
conclude that in the ideological war of 
positions as well as insts struggle against 
dominance the movement has always been 
a loser. This is not so. Certain significant 
gains have been made also—recognition 
of the contribution of tribal struggles to 
the freedom movement, acceptance of the 
problem of Jharkhand, Itmited share of 
political power, etc. However, consider^ 
against the original socio-political trajec¬ 
tory of the movement it^has to be admit-, 
ted that the dominant ideology has by and 
large succeeded 'in maintaining its 
hegemony within the movement. The 
observations made herein are not con 
elusive and comments leading tc correc¬ 
tions are welcome. 
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Growth lead 


After a dwade of solid consolidation, Shree Rajasthan 
Ss ntex Limited fans out into newer areas of growth and 
progress. iLs ra'ent thrust concerns itself with the 
diversification plans of manufaaunng Polypropylene 
Multifilament yams, near Jaipur. These yams enjoy wide 
usage especially in the making of Carpets, Upholsteiy, 
Hosiery and Furnishing fabrics The Plant & Machinery, 
alongwith other ta'hnical inputs are from NEUMAG, 
Germany, one of the leading equipment suppliers of 
.synthetic fibre. 

_ISSUE HIGHLIGHTS_ 


An existing prolit making 
and dividend paying 
Company with Equity ot 
Rs 264 lacs, Reserves Rs 
462 lacs as or 30 6 1991 
and net profit Rs 214 lacs 
tor the year ended 
30 6 1991 resulting in a 
Book Value ol Rs 27 SO 
and an EPS ot Rs 810 

Technocrat promoters 
with proven track record 

Established marketing 
network 

Now diversifying by 
setting up a Rs 2290 
crore protect to 
manufacture 
POLYPROPYLENE 
MULTIFILAMENT YARN 
finding usage in a wide 
range ol products ranging 


from carpels, upholstery, 
hosiery and lurnishing 
fabrics 

One ot the proposed 
products. Bulk Continuous 
Filament Yarn (8CF) is 
used in the manufacture 
ot carpets 

Plant it Machinery and 
technical inputs from 
Neumag, Germany, one of 
the leading equipment 
suppliers of synthetic 
fibre 

for Export - 
Memorandum of 
Understanding (MOU) 
entered into with Teppich 
- Werk, Neumunsler, 
GmbH, Germany for 
export of 800 tonnes per 
annum of BCF yarn 


■ Low gestation period - 
New unit to commence 
partial commercial 
production in March t992 
and full production in 
May/June 1992 

RISK FACTORS 

■ Proiecl COM IS subieci to 
exchange rale liuclualions 
mcieasc in inpul cost and 
possibility of highei duties and 
levies 

■ In ihe event ol indigenous taw 
material not conloiiniog to 
specilicalions, Ihe Company 
may have to impotl Ihe same 
which shall be subieci lo 
change in Government 
policies and price Huctualions 

■ Shares ailolmeni to Non- 
lesidenl sharehotders is 
iubieci to RBI permission 


II ilir < omtauiv doc^ not mrlve the minimum MilMrrIptiun uf *11)% of (hr ■■•ued unounl. 
I>ir rntirr wuhitcript trail wiD br rriunrlrd tn thr aj^lcanU within dayv fnm the ter a( 
dvwirr ol ih» iwtir li (here h dehiy In refund ol wurh wnnunt by morr than lOdiQAi 
thecumiMmv will pav hiimataiiheratrof l5%piLiui Oir delayed period 
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REVIEWS 

Agrarian Reform in Nicaragua 

IVIadhura S>vaminathan 

Harvfvdng Change: Labor and Agrarian Reform in Nicaragua 1979-199U 
by Laura J Enriquez: University of North Carolina Press, 1991. 


NICARAGUAN agrarian reform, which is 
the most thorough-going nation-wide 
agrarian transformation in the world in the 
last 2S years, deserves the serious attention 
of students of agrarian relations. Laura 
Enriquez’s recent study is an important and 
commendable examination of the agrarian 
reform programme of the Frente Sandinista 
and of the problems encountered in the 
course of its implementation. Enriquez deals 
head on with an important dilemma faced 
by thud world countries that are trapped in 
the role of exporters oT primary products, 
the tension between introducing agrarian 
reform and continuing tp maintain agro- 
export production. The book also deals with 
the specific problems of adopting an alter¬ 
native path of development in-a world 
dominated by the global capitalist system. 
In addition, the author discusses traditional 
production relations in export agriculture 
and how these broke down as agrarian 
reform advanced. 

After the triumph of the revolution over 
the 43-ycar Somoza family dictatorship in 
1979, the Sandinista-led government in¬ 
troduced a major agrarian reform Y>ro- 
gramme. The post-revolutionary agrarian 
reform broke the tkaditional links of the 
landed oligarchy with the military. The 
agrarian reform package comprised several 
measures that included the confiscation and 
redistribution of land, the creation of 
agricultural co-operaiivcs, ceilings on land 
rents, the provision of land tides to long¬ 
term tenants, the rcoiganisation of thc 
agricultural credit and marketing systems 
and the stipulation of minimum wages for 
agricultural work. 

In the first phase of the agrarian transi¬ 
tion, land was confiscated from Somo/a and 
his cTv"' ')o fled the country (In 1979, 
ass..;> ■; ..jUmo Somoza Uebayle alone 
includerl 20 per cent ot the arable land, a 
quaner ot iiiuuso), a large part of the bank¬ 
ing system, an airline and a big share of 
construction, shipping and food retail 
businesses) This alone brought about 1.4 
million 'man/anas' (9.K0,0(X) hectares) oi 20 
per centaur Nicaragua's agricultural land into 
the hands of the government A large pro¬ 
portion of this land was retained in the state 
sector (this land was called ‘area propicdad 
del pueblo'), and some'of it was redistributed 
to small pca.sants. Peasaiit producers (in par¬ 
ticular, 'minilundistas'. or owners of very 
small and marginal plots of land) were en¬ 
couraged to join co-operatives. These includ¬ 
ed production co-operatives (Sandinista 
Agricultural Co-operatives or CAS) where 
farming was a collective activity, as well as 


service co-operatives (Credit and Service 
Co-operatives or CCS) where farming was 
undertaken individually but the provision of 
credit, technical assistance and other services 
was managed collectively. 

In the second phase of the agrarian 
reform, which began with the promulgation 
of the Agrarian Reform Law of 1981. idle 
or unused land was confiscated from large 
landowners and from those who left the 
country. For this purpose, the ceiling on 
landholdings was set at SOO manzanas (350 
hectares) in the coffee-growing central regwn 
and l,(XX) manzanas (700 liectares) in the rest 
of the country. (The setting of land ceilings 
took account of the nature of land use and 
productivity of land and, in particular, the 
use of land for grazing livestock ) The 
Agrarian Reform Law was revised in 1986 
in order to expand the potential area for 
redistribution; this change was motivated by 
the continued existence of landless 
households in the countryside even live years 
after the reform process was introduced.' 

As a consequence of the agrarian reform, 
the distribution of rural landlioldings chang¬ 
ed dramatically over a single decade. In 1978, 
all agricultural land was held by individuals 
and of the total land, 37 per cent w'as in the 
hands of very large landowners, with more 
than 350 hectares each By 1987, 40 per cent 
of land was in ihe co-operative and the .state 
sectors and only 9 per cent of total land was 
concentrated in very large farms. Between 
1981 and 1988, a total of 9,24,000 hectares 
or 19 per cent of agritultural land was 
redistributed to 77,430 families. 

An important a.speci ot the agrarian 
reform was thg granting of land titles to 
those who had picviously cultivated small 
parcels of land foi years without ownership 
rights. A ceiling on land rents was also im¬ 
posed. one which brought down rents to just 
10 to 15 per cent of the pre-1979 levels, and 
large landowners were required to rent out 
land that was not cultivated. 

There were other features of the agrarian 
lelorm programme' providing agricultural 
credit, reducing the number of marketing 
intermediaries, and enforcing minimum 
wage regulations. Banks were nationalised, 
the rural credit system was reorganised, and 
programmes were initiated to provide credit 
to small and marginal farmers and the food- 
producing sector. A state-owhed marketing 
agency was set up and a system of guarantee 
prices was introduced. Lastly, a new set of 
minimum wages for agricultural workers was 
stipulated. 

Altogether, Ihe agrarian reforms trans¬ 
formed rural economy and society. However. 


even after the revolution, Nicaragua lemon¬ 
ed dependent on agro-exports because of its 
unevenly develop^ economic structure. 
Dunne the Somoza period. Nicaraeua was 
a typical example ot a nation dependent on 
the exports of a few primary coinmodities— 
coffee, cotton, sugarcane and beef. A 
distinguishing feature of the agricultural 
sector was a sharp cleavage between 
capitalist agro-export production on large 
farms and peasant production of foodgrains 
on numeious small farms. When commer¬ 
cial export agriculture expanded, and the 
competition with the peasant sector for land 
and labour intensified, two consequences 
followed, “food production stagnated and 
the standard of living of |the) campesinos 
linvolved in food production] deteriorated” 
(p 46). 

The system of agro-export production was 
built on an cxploitauvc set of labour rela¬ 
tions. Poor peasants, who were shifted in¬ 
creasingly on 10 marginal lands that they 
could not survive on. offered their labour 
to meet Ihe temporary labour requirements 
of the agro-cxpoiiers, particularly coffee and 
cotton growers. The agro-exporters thus got 
away without having to support a permanent 
labour force. “What was important about 
the semiproletariat was that the wages they 
were offered for seasonal labour could be 
very low because the reproduction of this 
labour force did not have to be guaranteed 
by this wage alone” (p 79). 

Nicaragua’s agrarian reform meant a 
break with the traditional agro-export path 
of development 

Agrarian reform raised the standard of 
living of poor peasants and agricultural 
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worfccn initially (these gains wete later 
eroded by the war) and, by doing so, con¬ 
flicted directly with the demands of agro- 
export capitalists for a steady wpply of 
cheap labour at harvest time "The policy 
of strengthening and reorganising the 
campesino sector lends to break one of the 
fundamental givens on which the function¬ 
ing of the agro-export sector is based; the 
existence of a reserve labour supply whose 
low level of income and absence of alter¬ 
native sources of employment has left them 
at the disposition of this sector for use 
during the agro-export harvests, without 
causing this sector additional cost during the 
rest of the year” (p 57). 

The people of Nicaragua were not allowed 
to reap the benefits of the agrarian reform 
(or, for that matter, of other deveiopinent 
programmes initiated by the Sandinistas) 
because of the onslaught of the United 
Staies-sponsored ‘contra’ war and economic 
boycott from 1982 onwards. (Agro-export 
harvests were . -ct target of contra 
attacks.) The war and boycott together dealt 
a blow to the economy and to the living stan¬ 
dards of the people from which Nicaragua 
IS still to recover. 

From 1980-81. one of the major problems 
confronting Nicaraguan agricuiturc 's how 
to overcome labour shortages in the agio- 
export harvests. Military mobilisations 
against the contras exacerbated the labour 
shortage in agriculture. The different solu¬ 
tions Nicaragua experimented with included 
the u.se of voluntary labour, for which 
students were mobilised in a big way. 
Production by volunteers, however, did not 
match that b)' tegular workers and this could 
not serve as a long-run answer to the labour 
shortage problem. A .second alternative was 
to raise (he level of mechanisation, and so 
lower demand for labour Mechanisation, in 
turn, was limited by the very nature of pro¬ 
duction, e g, the hilly terrain on which coffee 
was planted The third and most viable alter¬ 
native was to attract more agricultural 
workers to the harvest by offering higher 
wages and othei material incentives, and 
providing social services in rural areas A 
nuitiber ol labour-sharing arrangements 
were also launched and co-operatives for 
agro-export production encouraged. 

For the Chamorro-led UNO government 
as svell, the agrarian i.ssue remains a central 
one The changes in agrarian reform propos¬ 
ed by the UNO government include privatis¬ 
ing the state sector, legalising the sale of 
redistributed land and providing individual 
(rather than collective) lilies to members of 
co-operatives. It is still too early to gauge 
.the extent to which these measures may 
erode the gains made by land-poor and 
landless households over the previous 
decade. 

In the present enthusiasm among India's 
policy-makers for liberalisation and struc¬ 
tural adjustment, attention has been diverted 
from many essential issues of development, 
among which is the crucial—and in many 
couni/ies, unfinished—task of agrarian 


reform. Surely no further evidence is needed 
that the lives of millions pf the world’s poor 
can only be transformed when the agrarian 
question is solved. In the search for solutions 


to the agrarian problem, countries of the 
developing world have much to learn from 
each other; the experience of Nicaragua 
holds lessons for us all. 


On Bilateral Relations in South Asia 

Bhabani Sen Gupla 

Cooperation and Conflirl in South Asia by Part ha Ghosh; Manohar. New 


Delhi. 1989; pp 265, Rs 230. 

TFilS IS a comprehensive, well written and 
adequately documented contribution to the 
growing literature on regional co-operalion 
in south Asia, written by one of the younger 
scholars of the region. Partha Ghosh com¬ 
bines his early academic training in history 
with later specialisation in international and 
south Asian regional relations to construct 
an inward-outward perspective of south 
Asia’s inter-state conflicts and the region’s 
fledgling efforts to build a framework of 
multilateral developmental co-operation. 
This volume has a scholarly richness, an ob¬ 
jectivity not always noticeable in the works 
of Indian scholars when they look at India’s 
relations with its neighbours. Objectivity 
leads Ghosh to the .sobering reality of the 
region’s overload of mistrust, fear and 
suspicion. Flowever, he is also alive to the 
pressures building upon all countries in 
today’s world to bend reluctant bilateral and 
multilateral relations to a mould of co- 
operation Ghosh is not overly optimistic 
about the pace and substance of regional co¬ 
operation in south Asia Fie is, however, far 
from a doomsday vendor He expects 
positive change to come to south Asian rela¬ 
tions more from the growing detente of the 
superpowers than at the initiative of regional 
aciors. 

The strong point ol this volume is the 
cogent, realistic and comprehensive over¬ 
views of the bilateral relaiionship.s, relating 
each to domestic issues in individual south 
Asian countries Ghosh believes, correctly, 
of course, that inter-siaic relations in south 
Asia have their origins in volatile domestic 
issues like ethnic conflicts and treatment of 
religious minorities, apart from the generic 
causes of the cleavage between India and 
Pakistan Readers will find south Asian 
ethnic issues, perhaps the most volatile in- 
Icrnal as well as intci slate issue now, treated 
in the volume with commendable insight and 
an economy ol verbiage. 

The chapters dealing wuh liidia-Ncpal 
and India-Sn I anka relations arc particular¬ 
ly relevant at present. If Ghosh’s ircaimeni 
of ethnic and other domestic issues straining 
inter-state relations in south Asia is to be 
faulted at all. it is absence of suggestions for 
the containment and resolution of ethnic 
conflicts. 

The last chapter, on India within the 
region, is notable for the author’s ability to 
nse above the miasma of narrow nationalism 
that colour .so much of India’s current self- 
image. “India’s unspoken ambition to flex 
its military muscle finds expression in 
unguarded moments. For example, the recent 


rv advertisements in India (hat implore 
youths to join the Indian Navy for a ‘bright 
future' end on the imperialist note that 
whosoever controls the waves controls the 
world.” “T here is a strong feeling held by a 
section of Indians apparently close to the 
ruling circles that only a strong state can af¬ 
ford to be accommodative of liberal values 
such as civil liberties, regional autonomy (in 
national context) and so on!’ “In the regional 
context India’s military irhage is that of a 
nation which should receive habitual obe¬ 
dience from its neighbours .’’ These images 
of India are denied in official and semi¬ 
official exhonation.v, but they carry a wpight 
of credibility now reinforced by sharp 
political and strategic cleavages between 
India and Nepal and India and Sri Lanka. 
Partha Ghosh is also perceptive when he 
points out that as India finds itself increas¬ 
ingly under pressure of domestic conflicts 
and demands, “the tendency to externalise 
Its domestic difficulties, so common with 
most of democracies and more so with in¬ 
fant democracies, is also becoming manifest 
in India". 

While speed i& thrusts of Ghosh’s analyses 
of the nature of the Indian state and of 
Indian polity in the I9g0s can be faulted, the 
book as a whole is unmistakably a refreshing 
attempt to relate India and the other south 
Asian slates lo the geopolitical dilemma of 
the region: how to generate regional co¬ 
operation wiihout resolving the undiminish- 
cd volume of regional conflicts? Overall, 
even when south Asian ruling elites reluc¬ 
tantly realise the imperative of regional co¬ 
operation, they are far from ready to lower 
the threshold of conflict in order to make 
co-opcration possible. Indian elites are for¬ 
tunately divided on the question of how to 
deal with the neighbours The dominant or 
ruling elite want co-operation on Indian 
terms, the neighbours bending or bowing to 
India's unquestioned and unquestionable 
superiority But there is also an “op^sition 
elite” that is critical of the official ethos, and 
pleads lirelc.ssly lor an alternative approach 
to the neighbours based on anmaginative 
Indian leadership that would actively seek 
their understanding and co-operation. The 
main fault ol this volume, in this reviewer’s 
opinion, IS Its lailurc to bring out the 
‘alternative' foreign policy and regional co¬ 
operation thinking in India and the other 
south Asian countries. Thy ‘alternative’ ex¬ 
ists in each one of the five main neighbours 
and It IS lime scholars began to take 
cognisance ol the constructive fuluri.si trend. 
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Agricultural Innovations in India 

K S««la Prabhu 

Diffuaion of Agricultural InnovationB in India by Satadal Dasgupta; Wiley 
Eastern, New Delhi, 1989; pp 193, Rs 150. 


A SUBSTANTIAL increase in the produc¬ 
tivity of the agricultural sector in India 
depends on the adoption of yield-increasing 
innovations by a majority of farmers. The 
country's experience with respect to the 
HYV technology introduced in the mid-60s 
was rather disappointing. The uneven dif¬ 
fusion of this technology led to a spate of 
studies analysing the factors affecting the 
adoption of agricultural innovations in the 
country. Barring a few exceptions, most of 
the studies were conducted at the micro level 
and generally examined the adoption beha¬ 
viour of farmers in one or two villages. 
Given the tremendous variation in the social, 
cultural and agronomic factors across the 
country, it has been difficult to draw firm 
conclusions regarding the adoption beha¬ 
viour ot Indian farmers from these scattered 
studies. The book under review attempts to 
provide an integrated picture of the findings 
of the diffusion studies conducted in India 
and fulfils a long-felt need of researchers 
working in the field. 

The survey spans 343 published diffusion 
studies conducted in India between I960 and 
I9SS. The studies have been analysed in the 
framework of the step-wise diffusion of in¬ 
novations within a social system. The author 
examines the findings of the studies with 
icspeci to the diffusion curve, stages in the 
adoption p.'ocess. characteristics ol the 
adopters and non-adopters, the influence of 
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attitudes, values and social structure on 
adoption as svcil as the role of various chan¬ 
nels of communication in the diffusion 
process. 

Commenting on the overwhelming impor¬ 
tance given to economic factors in diffusion 
studies, the author cautions that this could 
lead to an oversimplified view of the adop¬ 
tion process He agrees that economic fac¬ 
tors arc important but it is necessary to note 
that economic utility and profitability of an 
innovation is a matter of perception by the 
farmers which “is often determined by 
social, cultural and psychological contexts”. 

The methodologies used in the various 
studies to identity the class of adopters dif¬ 
fered a great deal in complexit y and sophisti¬ 
cation. However, using a coefficient of 
relative productivity, Dasgupta demonstrates 
that the measures do not differ very much 
in their productive i>ower. The author, there¬ 
fore, concludes that the average innovator 
in rural India is likely to be a lairly well 
educated middle-aged owner cultivator 
belonging either to the upper caste or agri¬ 
cultural caste, operating a relatively large 
holding and having close contact with exten¬ 
sion agencies. The inier-village differences, 
on thr-other hand, seemed to be influenced 
by the structural characteristics of the 
villages, with those possessing a homo¬ 
geneous caste structure and a clearly defined 
monomorphic leadership structure .scoring 
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Educational Backwardness and Prospects, 
1991; pp XVII -I- 179, Rs 225. 

Kumar, Sudhir, Political and Adminislmlive Set 
Up of Union Territories in India, 1991; 
pp XIV + 262, Rs 275. 
lal, Sheo Kumar ai^ Umed Rgj Nahar, 
Development of Underdeveloped Regions, 
1991; pp XI r 214, Rs 250. 

Marumdar. Krishna and Manabendra Paul, 
Human Capital Formation (A Study 
of Unaccounted Components), 1991; 
pp VII - 1 - 93. Rs 115. 

Mishra, S N, Land Rrforms and Distributive 
Justice. 1991; pp X -r 213, Rs 195. 

Misia, Suresh. Politico—Peasantry Conflict in 
India—Dynamics of Agrarian Change, 
1991; pp XIV + 139, Rs 140. 

Mukherjee, Bhaiati, Political Culture and 
Leadership in India, 1991; pp X -r- 403, 
Rs 375. 

Myles, Ashley E, Anthology of Indo-Anglian 
Poetry. 1991; pp XIV 105. Rs 95. 

Rai, H Lajipalhi, Indo-Soviel Trade Relations, 
1991; pp XVI + 260, Rs 250. 

Rastogi, S, Mathematical Weakness, 1991; 

pp XX 4 291, Rs 295. 

Reddy, M N and B P Sinha, Organisational 


high on the adoption index. 

A major shortcoming of the survey is that 
the author treats the years 1960-85 as a single 
homogeneous period and does not attempt 
to study the implications of changes in the 
organisation of extension services in the 
country. Since a majority of the studies, 
(253^343) were undertaken during 1960-74, 
the conclusions that the author arrives at are 
influenced by these studies. As is well known 
by now, the training and visit system of ex¬ 
tension was introduced in the country in the 
70s and has gradually replaced the tradi¬ 
tional system in most places. The T and V 
system has brought about a substantial 
change in the organisational structure of the 
extension system in the country and is 
reported to have had a positive impact in 
reducing the time lags in the transfer of 
knowledge at various stages. It is in this con¬ 
text that the author's conclusion, arrived at 
on the basis ot a study conducted in 1969 
that “the average time lag between the 
development of an innovation and its aware¬ 
ness by Vl.W was 4.8 years and the time lag 
between Vl.Ws awareness of an innovation 
and Its recommendation to farmers was 2.4 
years” (p 144), appears incongruous. 
Similarly, the author's remarks regarding the 
almost inconsequential role played by the 
mass media mrght have to be modifii'd in 
the light of their massive penetration, par¬ 
ticularly of television, in the luial areas in 
the past decade and a half. The author 
would have piovidcd a more accurate pic¬ 
ture of the recent developments had he paid 
greatei attention to the 90 studies conducted 
since 1975 that were included in the survey. 
In Its present form, the book serves as a 
good review of the situation that prevailed 
under the old system of extension in India. 
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Because from February 14th, Marinagoa Steel Ltd is going public with the issue 
of 55,00,000 shares at Rs. 10 each for cash at par. 
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Marinagoa Steel Ltd intends to flood the market with A-grade Indian 
alloy steel. And with a projected annual yield of 1,10.000 tonnes it 
won't he too difficult. .So listen to your invesinient sense.(io after steel. 
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SPECIAL ARTICLES 

Proposals for State-Level Budgetary Reforms 

IVI Govinda Rao 

This paper seeks to examine the present state of public finance at the state level with a view to tracing the 
emerging trends in the medium as well as long term. The objective is to identify the major problem areas and 
to indicate the policy changes needed to tackle them. Section I of the paper brings out the seriousness of the 
fiscal problem at the state level. The major trends in expenditure tind revenue are discussed, respectively, in Sections 
ll and /// and Section IV deals with the policy changes to deal with the identified problems. 


CORRECTING the fiscal imbalances today 
is the single most important task of macro- 
economic management in India in the face 
of rising inflation, burgeoning public debt 
and deepening balance of payments crisis. 
A series ot measures towards this end have 
already been initiated and some more are 
contemplated by the central government 
after the recommendations of the two expert 
committees, one on tax reform and the other 
looking into the reform in the financial sec¬ 
tor, are received and considered 

While there has been a lot of discussion 
on the problem of fiscal imbalances and the 
need to undertake coirctlive measures by the 
central government, the issue at the state 
level has not received the attention it 
deserves Frscal reforms at the state level are 
important, for, the states raise about 3S pet 
cent ot total central and state revenues and 
account for about 58 per cent of total 
revenue expenditures Of the estimated total 
revenue deficits, which were close to 4 per 
cent of CiUP in 1989-90, the revenue deficit 
oti account of the states’ budgetary operations 
was ovei I pei cent of GDP. The fiscal 
deficit attributable to the states was also 
substantial, at about 3 5 per cent ol GDP 
in 1990-91. Therefore, lor any successful 
attempt at undertaking fiscal reforms to 
bring down revenue as well as fiscal deficits, 
it IS necessary to review and reform the 
budgetary policies ol the state governments 
as well. 

This paper seeks to examine the present 
state of public finance at the state level with 
a view to tracing the emerging trends in the 
medium as well as in the long term. The ob¬ 
jective of this exercise is-to identify the major 
problem areas and to indicate the policy 
changes needed to tackle them. Section I 
brings out the seriousness of the fiscal pro¬ 
blems at the stale level. The major trends 
and problems on the expenditure and 
revenue sides are discussed, respectively, in 
Sections 11 and 111. Section IV deals with 
the policy changes needed to tackle the iden¬ 
tified problems 

I 

Eiiiei|{iiig Trendfl in Slatt* Financfti 

One of the most distressing features of 
state finances is the emergence, of substan¬ 
tial and growing revenue deficits in recent 


years The continuous outpacing of the 
growth of revenue expenditures by that of 
revenues (Thble 1), both in the 70s and the 
80s, has led to serious deterioration m the 
states’ budgetary positions, from a surplus 
of 1.2 per cent of GDP in the mid-70s to a 
deficit of about 1 per cent of GDP in 
1989-90 (Table 2). In absolute terms, the net 
revenue deficit in 1989-90 was close to 
Rs 4,600 crore. 

Since 1987-88, dissaving ot a significant 
magnitude has appeared and it has been 
showing large incieases year after year 
mainly due to very high growth of revenue 
expenditures The increase in expenditures 
has been particularly alarming in the 1980s 
when It grew at an average rate of 17.6 per 
cent per annum. What is more, with the in¬ 
terest liability itself growing at 22.7 per cent 
per year, expenditure growth has become 
self-propelling. Equally causing grave con¬ 
cern IS the high gnrwth of wages and salaries 
and subsidies Unless bold and decisive 
measures are taken immediately, expenditure 
growth will become explosive. 

It IS important to note that the problem 
of growing fiscal imbalance has emerged in 
spite of revenues increasing at a rea.sonably 
high rate. The slates’ own total revenues 
registered an average annual growth of 15 
per cent in the last decade and a half, and 
their tax revenues increased at a marginally 
higher rate of 15.6 per cent In fact, in the 
80s, the rate of growth of states’ tax revenues 
was higher at 16 per cent per year. 

However, non-tax revenues increased at 
the rate of only 12 per cent per annum and 
if cess and royalty on mines and minerals 
are excluded the growth rate was just about 
8 per cent. The reluctance to levy proper user 
charges on social and economic services and 
the poor and declining returns from depart¬ 
mental and non-department commercial 
enterprises are the principal reasons for the 
low and declining proportion of non-tax 
revenues. 

it IS also notable that, during the last 
decade, the growth of central transfers to the 
states on revenue account at 15.8 per cent 
was highet than that of both central revenues 
(14.5 per cent) and states’ own revenues (15 
per cent). The transfers within the revenue 
account presently form about 38 pet cent of 
central revenues and, given the centre's own 
difficult fiscal position, it may not be feasi¬ 


ble to increase the transfers as a ratio of cen¬ 
tral revenues any further, at least in .the 
medium term context. 

The higher growth of revenue expenditure 
in relation to the growth of revenue receipt^ 
has created an explosive cycle of expenditure 
growth. The use of borrowed funds for 
meeting revenue expenditure, while increas¬ 
ing interest liability,,does not create cor¬ 
responding sources of revenue. In addition 
to this, as even the borrowed funds used for 
capital spending are not efficiently utiliied, 
interest liabilities feed back into the growth 
of expenditures requiring even larger diver¬ 
sion of borrowed funds. Due to this, the 
states' gross inrerest payments during the 
decade of the 1980s grew at the rate of 22.7 
per cent, while the growth of net interest 
payments (after adjusting for interest 
receipts) during the period was 31.2 per cent. 
Clearly, such a high growth of interest pay¬ 
ment expenditure is unsustainable. 

The emphasis on having large plans even 
when commensurate resources were not 
available resulted in taking recourse to heavy 
borrowing year after year. As the borrowed 
resources were not effectively used to 
generate either direct revenue yielding assets 
or infrastructural facilities, the debt repay¬ 
ment obligation had to be met by borrow¬ 
ing more funds. Thus, the states’ total bor¬ 
rowings as well as borrowing from the cen¬ 
tral government increased at the rate of 16 
per cent per year during ihe last decade 

This has created a very serious problem 
of non-plan capital gaps in every state The 
Finance Commissions prior to the Ninth 
reduced the non-plan capital gaps by 
rescheduling and writing off of central loans, 
which merely transferred the burden to the 
centre. Given the underlying trends, this 
practice by the Finance Commissions only 
provided a temporary relief as, at the end 
of every five years, the new Finance Com¬ 
mission was faced with the same problem 
with greater intensity. The Ninth Finance 
Commis.ston, unlike its predecessors, did not 
reschedule the central loans, but stressed the 
need for better Fiscal management on the 
part of the stales and reasonable lending 
terms by the centre As the commission did 
not provide any significant debt relief to the 
states they would have sizeable non-plan 
capital gaps and hence would be left with 
very little resources to Finance their plan 
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fequlremaiU after raeetinf debt rei>ayinent 
obligations. During the period I990-9S, the 
estinuied non-plan capital gaps of the stales 
works out to about Rs 9,750 crorp 

The outstanding debt of the state govern¬ 
ments, which was only Rs 21,600 crote by 
the end of March 1980, increased by four 
and a half times in a decade. By March 1990, 
the stales’ indebtedness amounted to 
Rs 91,000 crore. As a proportion of GDP, 
the states’ indebtedness increa.sed from 17.6 
per cent in 1980 to 23 per cent in 1990. It 
must be noted that this order of increase has 
come about in spite of the central govern¬ 
ment providing substantial debt relief on the 
recommendations of Finance Commissions. 
Along with increase in indebtedness, the 
outgo by way of loan repayments has also 
increased substantially. In 1989-90, for 
example, loan repayments of the states 
amounted to about Rs 4,200 crore at 30 per 
cent of their gross borrowings, in fact, 
repayments have increased at the rale of 
about 14 per cent per year in the last decade 
Consequently, funds available for* capital 
investment have been greatly reduced. 

A major consequence of the difficult 
resource position in the slates has been to 
decelerate capital outlays significantly. The 


resource constraint which became binding 
after the introduction of the overdraft 
regulation scheme in the mid-80s resulted in 
a significant slow-down in the growth of 
capital expenditures from 20 per cent per 
year in the 70s to just about II per cent in 
the 80s. Consequently, capital expenditure 
as a proportion of GDP declined from 3.9 
per cent in 1980-81 to 2.6 per cent in 1989-90. 

Thus, the states face an explosive cycle of 
revenue expenditure growth and are virtually 
in the throes of a debt trap. Given that the 
growth rate of revenues, panicularly that of 
lax revenues is already reasonably high, it 
may not be possible to accelerate their 
growth further without seriously affecting 
the incentives. The remedial action, 
therefore, should primarily concentrate on 
decelerating the growth of expenditures and 
phasmg out the hidden subsidies through the 
levy of proper user charges. 

Assuming that the ob.served trend in 
revenues will continue into the future in the 
medium term, in order to phase out the 
revenue deficit in the next three years, i e, by 
1994-95, the expenditure growth would have 
to be decelerated to 12 9 per cent per annum, 
by almost 4 7 percentage points. II a longer 
period of five years is taken for adjustment. 


revtmue deficil will be phated out it expen¬ 
diture growth is brought down to 13J pa 
cent per year. .'Considering that interest 
payments havb been growing at the average 
annual rate of 22.7 per cent, the growth of 
remaining items of expenditure would have 
to be brought down substantially to 11 per 
cent or*l2 per cent, respectively for making 
the adjustment in three years or five years. 
This indeed iS a tall order and, therefore, im¬ 
mediate remedial measures to compress 
expenditures must be undertaken. This calls 
for a more detailed analysis of expenditures. 
This IS undertaken in the next seaion. 

II 

Public Expenditure Growth in 
States 

The economic implications of expenditure 
growth are brought out more clearly when 
the expenditure trends are analysed in terms 
of economic and furfctional classification. 
For this purpose, we have obtained un¬ 
published data from the Central Statistical 
Organisation'(CSO) and each of the com¬ 
ponents of expenditure has been adjusted for 
price increases by using appropriate 
deflators. Unfortunately, since Ih^data are 
available only up to 1987-88. the analysis 
could not be brought up to date. 

The analysis presented in Thble 3 clearly 
brings out that the current expenditure in 
rraf terms increased at a rapid pace, in the 
1980s almost at 8 per cent per year, which 
was much higher than the growth of GDP 
which was approximately 5 per cent during 
the period. Expenditure on capital forma¬ 
tion, on the contrary, grew at 4.7 per cent; 
the growth of capital expenditure was as low 
as 4 per cent in real terms in the low income 
states and even in the high income states it 
was higher only by I percentage point 
(Annexurc Table 1). Capital formation 
expenditure formed less than 4 per cent of 
GDP and only 25 per cent of total expen¬ 
diture in 1987-88. Lei us. nqw discuss the 
trends in various components of current 
expenditure in greater detail. 

(a) iMlisidieR; Of the various items of cur¬ 
rent expenditure, the highest growth |n real 
terms was observed in the case of subsidies 
and interest payments—both grew at 12.6 per 
cent, followed by other transfers which grew 
at 8.4 per cent. Subsidies formed almost 7 
per cent of total expenditures and the share 
of interest payments was about 10 per cent. 
It is also seen that the growth of subsidies 
was higher in low income states (13.7 per 
cent) than in both middle income (12.7 per 
cent) and high income stales (9.9 per cent) 
(Annexure Table I). It may be clarified that 
subsidy figures given here do not include 
various hidden 'budgetary subsidies arising 
from non-recovery of costs on account of 
social and economic services. In magnitude 
and composition of these ‘subsidies’ wilt be 
discussed in the next section which deals 


Tsbi I 1: C'lROwiH or SiAir RLvtNui and Emm nditdris 

(flrr cent per iinnum) 


(1) 

1974-75 lo 
1979-80 
(2) 

1980-81 to 
1989-90 
(3) 

1974-75 to 
1989-90 
(4) 

1 Revenue receipts 




(a) Own tax revenue 

14 4 

16 1 

15.6 

(b) Own non-tax revenue 

II 9 

12 .5 

12 i 

(c) Own total revenue 

1.1.9 

1.5 4 

15 0 

(d) Central transfers to stales 

18 4 

15 8 

16 5 

Totgl revenue receipts 

15.9 

15 5 

15 6 

tl Total revenue expenditure 

16 1 

17 6 

17 2 

III Total capital outlay 

20.1 

II 1 

13 5 

IV Total expenditure 

17.5 

15.8 

16 2 


Note: Sub-period growth rales have been computed by using kinked cxponeniial model 
Source: Computed on the basis of data .aken from Indian Fc-onoinic SiaiisHcs~Publn I inance, 
Ministry of Finance, Governmeni ol India 


Tabu- 2- Biiix.ftarv PoMrioNor Siaii Ciosirnmi-nis 

(Ri crore) 


Year 

(1) 

Revenue 

Receipts 

(2) 

Revenue 

Expendilure 

(3) 

Resenue 
Suiplus ( t )/ 
Deticils ( ) 

(41 

Revenue Surplus/ 
Oclicii as PerCeni 
of GDP 
(5) 

I97j'76 

7475 

6522 

953 

1.21 

1980-81 

15036 

14136 

900 

0.66 

1981-82 

17504 

16193 

1310 

0.82 

1982-83 

20243 

19354 

889 

0 50 

1983-84 

22908 

22691 

218 

0 10 

1984-85 

26210 

27118 

-898 

0.39 

1985-86 

31906 

31362 

544 

0.21 

1986-87 

35981 

35960 

21 

N 

1987-88 

42167 

43205 

1038 

- 0.31 

1988-89 

47767 

49592 

1825 

-0.46 

1989-90 (RE) 

53873 

58449 

4576 

- 1.03 


Note: N = Negligible. 

Sourcer. (I) Indian Economu Suiiisiic<—Public Finance, Ministry of Finance. 
(2) Economic Survey, 1990-91, Government of India. 
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with, the non-ux revenues. 

In addition to these subsidies, there exist 
a laiBe number of schemes of direct transfer 
payments intended to benefit various 
vulnerable sections of the community in 
each of the states. The important schemes 
include unemployment benefit, pensions for 
the old. widows, agricultural workers and the 
disabled, various nutrition schemes for the 
chikbcn and subsidisation of foodgrains and 
other items of mass consumption. Over the 
years, the coverage and the financial outlay 
on these schemes have grown in importance: 
Even excluding the transfer payments made 
for various poverty alleviation programmes 
(about Rs 2,100 crore) the spending on these 
social security and welfare schemes in the 
maior states in 1986-87 was about Rs 1,100 
crore (Ihble 4) forming about S per cent of 
their revenue expenditures. The coverage and 
benerits of each of the schemes vary across 
the states widely and many a time, these are 


ill-laigeted and even duplicating. 

(b) Wages and Salaries; The increase in 
wages and salaries at a very high rate is a 
matter of serious concern. Expenditure on 
wages and salaries increased at an annual 
average rate of about 8 per cent in real terms 
during the period, 1980-81 to 1987-88. In 
fact, in the period subsequent to 1987-88, 
expenditure on this item must have grown 
at even faster rate due to the pay revision in 
the stales subsequent to the recommenda¬ 
tion of the Fourth Central Pay Commission 
and the consequent decision of the central 
government to revise the pay scales for its 
employees. On an average, the pay revision 
in the states is estimated to have enhanced 
the salary bill by almost 18 per cent.' 

A major reason for the spectacular growth 
of government expenditures on wages and 
salaries at the stale level is the phenomenal 
increase in employment in stale governments 
as well as in government schools, aided in- 


IadlE 3. Growth and Com posh ion ot State Expenditures 


Item of Expenditure 

(1) 


Expendilure 
as Per Cent 
ol GDP. 
1987-88 
(2) 

Expenditure as 
Per Cent of Total 
Expenditure, 
1987 88 
(3) 

Cirowih of 
Expenditure 
(1980-81 to 
1987-88)* 
(4) 

1 Economic categories 

1 wages and salaries 


4 03 

27 41 

763 

2 Goods and services 


1 18 

8 02 

4 76 

3 Interest payment 


1 47 

10 02 

12 66 

4 Subsidy 


I.OI 

6 89 

12 61 

5 Other current transfers 


3 30 

22.43 

8.44 

6 Total current expenditure 


10 98 

74 76 

8.19 

7 Total capital expenditure 


3 71 

2.1 24 

4 73 

II Functional categories 

1 General services 


2 14 

14 59 

6 93 

2 Social services 


r> II 

41 .59 

9.24 

3 Economic services 


4 82 

32 81 

3 93 

4 Total expenditure 


14 69 

100 (Kl 

7.07 


* Per cent at constant prices. 

Note: Functional categories do not imludc interest payment. 

Source: Estimated from unpublished data provided by C'eniral Siaiisiical Organisation. Miiiisiiy 
of Planning, Government of India. 


slitutions and local bodies. In the 14 mgjor 
state governments alone, the net employment 
increased from 4.9 million in 1981 to 6.6 
million in 1987, or at the rate of 3.6 per cent 
per year (Table S). As generally about 3 per 
cent of the employees superannuate every 
year, the gross employment seems to have 
registered a growth of about 6.6 per cent, 
which surely is staggering bv any standard. 

With the growth of organised sector 
employment decelerating from 2.3 per cent 
during 1973-77 to 1.4 per cent during 
1983-87^, in the absence of a proper social 
security or unemployment insurance system, 
the state governments appear to have 
intervened in a major way to ease the 
pressure of huge and increasing backlog of 
unemployment. But this method of tackling 
unemployment problem is surely self- 
defeating for, increase in direct employment 
by the state government is at the cost of 
expenditure on the maintenance of capital 
assets or incurring capital expenditures on 
infrastructural sectors itself and the bottle¬ 
necks created thereby in the infrastructural 
sectors clearly result in lower employment 
in the non-governmental activities. A pru¬ 
dent policy is certainly not to spend more 
on wages and salaries, but to make funds 
available for better provision of social and 
economic infrastructure. 

There ate also other important reasons for 
the rapid growth of state government 
employment. A number of new programmes 
under the plan are taken up year after year 
even when the existing projects and program¬ 
mes cannot be adequately funded due to 
shortage of resources. The employment of 
a large number of functionaries by various 
line agencies implementing each of the cen¬ 
trally sponsored schemes at village, block 
and district levels, instead of having a 
smaller number of multipurpose workers 
with adequate work assignments, is another 
reason (or the high growth of state govern¬ 
ment employment. Also, in recent times, the 


Tabu 4: (-inaniiai Impi k aiions oi Various Transu r Patmi nts 


{Rs lakh) 


States Pensions and Financial Unemployment Beiicfiis Nutrition Schemes Direct Subsidies on Total of All 

Assistance to Old and Employmeni for C'hil dien Commodities and Schemes 

and Disabled Schemes Scrsices ~ 



1982 S3 

1986-87 

1982-83 

1986-87 

1982-83 

1986-87 

1982-83 

1986-87 

1982-83 

1986-87 

Andhra Pradesh 

1059 5 

2760 5 


— 

269 7 

1324 9 

V575 0 

19283 0 

10904 2 

23368 4 

Assam 

0 2 

258 6 

38 6 

94 6 

.369 8 

780 6 


- 

408 6 

1133.7 

Bihar 

5944 8 

5321.9 

873 9 

901 4 

781 7 

10.38 1 

4 9 

5 6 

7f8)5.3 

7267.0 

Gujarat 

178.7 

303 5 



706 9 

'MV s 



885 5 

5453.0 

Haryana 

315.2 

654 1 

3 s 

4 6 

107 3 

M)2 5 


- 

425 9 

1161.2 

Karnataka 

2617 9 

6114 6 

— 


7.22 5 

5152 1 

149 9 

745 4 

3490.2 

12012.1 

Kerala 

1828 8 

3.319 5 

80 0 

1(8)4 0 

1409 0 

1190 3 

29 1 

59,1 

.3.346 8 

5572.8 

Madhya Pradesh 

750 0 

95(1.0 



.325 6 

568 3 


— 

1075.6 

1518.3 

Maharashtra 

NA 

2053 0 



1131 2 

1808 2 

- 


— 

27304.2 

Orissa 

96 9 

6.37 0 

— 


726 8 

0 6 


_ 

823.6 

637.6 

Punjab 

441 3 

707 0 

43 0 

68 8 

78.2 

288 3 



562 4 

1064.4 

Rajasthan 

.366 8 

467 2 

1 1 

0 4 

255 9 

947 8 

- 

— 

623.8 

1415.4 

Tamil Nadu 

798 0 

1432.0 


- 

10872 2 

14152 5 

136 0 

142 0 

11806.2 

15726.5 

Uttar Pradesh 

342.6 

2.309 7 


- 

469 4 

.368 5 

0 7 

0 3 

812 7 

2678.5 

West Bengal. 

281.5 

446 3 

11650 

576 0 

13.32 .3 

1821 1 


— 

2778.8 

2843.3 

All major states 

15022.0 

277 35.0 

2205 2 

26092 9 

19558 4 

35093 2 

9895.5 

20235 4 

45549 8 

109156.4 
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difficult law and order situation in many 
parts of the country has necessiuted the high 
growth of employmoii connected with the 
maintenance of law and order. 

(c) Goods and Services: Expenditure on 
wages and salaries has a strong complemen¬ 
tarity with spending on goods and set vices. 
The larger the number of employees, the 
higher is the amount of governmept spen¬ 
ding on goods and services, particularly on 
items like office space, transport and com¬ 
munication, and stationery and printing. 
When funds are pre-empted for items with 
a strong complementarity, resources 
available for spending on maintenance of 
capital assets and other important items of 
gONOds and services necessary for the effec¬ 
tive provision of services become woefully 
inadequate. Often, when adequate provision 
for mainterumce and stores and spares is not 
made, salary expenditure is iiKurted without 
any commensurate service being rendered, 
as the employees, particularly in depart¬ 
ments like public works, have little work to 
da 

Ihble 6 brings out the relationship bet¬ 
ween expenditure on wages and salaries and 
goods and services more clearly.^ In the ag¬ 
gregate. in 1971-72 every rupee of expen¬ 
diture on wages and salaries resulted in 
current spending on goods and services to 


the extent of Re 0.44. At the need for 
maintenance of capital assets necessitates 
larger expenditure on goods and services in 
the case of economic services, the relation¬ 
ship between salary expenditure and spen¬ 
ding on goods and services is clearly stronger 
than in the case of administrative or social 
services. At the same time, over the years, 
given the shortage of resources after meeting 
salary expenditures, spending on goods and 
services per rupee of salary expenditure has 
continuously declined and fay 1987-88, a 
rupee of salary expenditure resulted in spen¬ 
ding on goods and services only to the extent 
of about Re 0.21. While this trend is seen 
in the case of every functional expenditure 
category, the substantial weakening of the 
relationship seen in the case of economic ser¬ 
vices underlines the decline in the provision 
for maintenance of assets over the years. In 
1971-72, for example, a rupee of salary 
expenditure was associated with goods and 
services expenditure of Re 0.66 whereas, in 
1987-88, it was associated with just about 
Re 0.2S. 

The relationship between wages and 
salaries and goods and services expenditures 
in individual states over the peri^ 1971-72 
to 1987-88 brings out another dimension of 
this problem. On the average, goods and ser¬ 
vices expenditure for every rupee of salary 


etqyenditufc at Re 0.29 in mote dewtoped 
states was approdmately twice the ob¬ 
taining in middle and low income itaice 
nhblc 7). The pattern was broadly similar 
in the case of administrative, social and 
economic services. This indicates that the 
relative shares of wages and salaries in 
poorer states were larger and, given the mote 
acute resource problem, their allocation for 
the maintenance and upkeep of asseu 
smaller. 

(d) Expenditure Growth by Functhmai 
Categories: The analysis of the growth of 
sute government expe^tures dassified into 
funaional categories shows that spending on 
economic services grew at less than 4 per 
cent per year in real terms which was lower 
than the rate of growth of GDP by I percen¬ 
tage point. In the case of middle and low 
income states the growth mtes were even 
lower. In fact, it is in these states that the 
levels of economic infrastructure has to be 
augmented more, but these slates’ priority 
appears to be to enhance spending on ad¬ 
ministrative services to reach parity with the 
more advanced slates. Even within the 
economic services, as increasing proportions 
are spent on wages and salaries, subsidies, 
and other transfers, the increase in spending 
for the maintenance of capital assets and 
creation of new assets is insignificant. 

The increases in expenditures nsuk in 
enhanced service levels only when these ex¬ 
penditures are productively spent. Political 
considerations dictate taking up a large 
number of projects, but resources available 
after meeting the fast-growing current open- 
ditures are meagre. Consequently, even when 
large-scale borrowing is resorted to, 
resources get thinly spread over a large 
number of projects, and this causes enor¬ 
mous cost and time overruns and drastically 
reduces productivity of public expenditures. 

Ill 

Additional Revenuea: Problems 
and Prospects 

(a) Tax Revenue: As mentioned earlier, tax 
revenues in the sutes have registeied a fairly 
rapid growth and the prospects for their 
acceleration without Aversely affecting 
economic incentives appear to be limited. 
There are, however, features of tax policy in 
the sUtes which are positive hindrances to 
faster economic growth. TheKfore, simpli- 
Tication and rationalisatkm of the stales' tax 
systems must receive immediate attention to 
make them both growth oriented and growth 
responsive. 

The most important item callig for im¬ 
mediate attention is the simplirication and 
rationalisation of the sutes’ sales lax 
systems. Over the years, the tax has become 
highly complicate and distorting. First, 
increasing resort to taxation of inputs and 
capiul goods has introduced a very high 
degree of cascading element. This has been 


Txait 5. Toiai State Govi-rnment Employees* 
(As on March 31) 


( Thousands) 



1981-82 

1987-88 

Compound 
Growth Rates 

Andhra Pradesh 

391.22 

502.30 

4.25 

Gujarat 

223.93 

266.68 

2 95 

Haryana 

200.38 

243.24 

3.28 

Karnataka 

383.97 

478.76 

3.75 

Kerala 

285.12 

344.19 

3.19 

Madhya Pradesh 

565.40 

706.17 

3.77 

Maharashtra 

500.39 

605.83 

3.24 

Orissa 

227.81 

281.41 

3.58 

Punjab 

265.57 

291.68 

1.58 

Rajasthan 

364.92 

430.32 

2.79 

Tamil Nadu 

451.80 

612.30 

5.20 

Uttar Pradesh 

685.52 

832.53 

3.29 

West Bengal 

353.80 

470.72 

4.87 

Tot".! i.. !.• ... j'es 

4899.82 

6066.12 

3.62 

* Excluding aided institutions and local bodies. 



Sourrr: Memoranda submitted to the Ninth Finance Commission by the states 

TaBI E 6: Rbt ATIONSHIP BETWEEN EXPENDITURES ON GOOOS AND SERVIC ES AND WaOES AND 


Sai ARIES—Ai I Major Siates 


Type of Service/ 

Administrative Social Services Economic Services Total 

Year 

Services 


Expenditure 

1971-72 

0.2416 0.2170 

0.6637 

0.4389 

1976-77 

0.3065 0.0505* 

0.3752 

0.3149 

1980-81 

0.2503 0.0454* 

0.3933 

0.2603 

1985-86 

0.2383 0.0408* 

0.3592 

0.2379 

1986-87 

0.2149 0.0731* 

0.2278 

0.2327 

1987-88 

0.1619 0.0823* 

0.2496* 

0.2053 

Nates: 1 All coefficients except those marked * are 

significant al 5 per cent level of significance 

2 Estimated on the basis of the equation, G 

= a-f bE, where, G 

= expenditure on goods 

and services, and E = expenditure on wages and salaries. 
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Mcentuated by the preference for the rim 
point levy on adminiitnuive considerations. 

The Urge inter-sute differences in eflec- 
tive tax rates due to variations in nominal 
rates, schemes of industrial incentives and 
administrative efficiency, have resulted in the 
resource allocation being influenced in 
unintended and inefficient ways. It is dif¬ 
ficult to estimate the extent of trade diver¬ 
sion and resource misaliocation caused on 
account of inter-state tax competition in the 
form of both indulgence in rate war and ac¬ 
cording generous sales tax incentives for 
industrialisation; but surely, this must be 
dconsiderabic. Besides, such a competition 
works only to t he disadvantage of the poorer 


states. Although it is neither desirable nor 
feasible to have identical tax structures in all 
the states, it is imporunt to avoid inequity 
and distortions arishig purely on account of 
inter-state tax competition, and hence some 
action to minimise these is definitely called 
for. 

Extreme complications in the sales tax 
structures prevailing in the states is another 
serious issue. If equity considerations dic¬ 
tated rate differentiation among different 
commodities, the ‘rate war’ among the states 
has multiplied them further. The constant 
struggle between the tax-payer to evade and 
avoid the tax and the tax-collector to enforce 
the tax by plugging the loopholes through 


Tabi e7: Rei ATioNSHii'»nwiCNG<x)Ds andSekvi< rs and Wages andSaearies— -Timi Si riis 
(Time Period: 1971-72 to 1987-88) 



Administrative 

Services 

Social 

Services 

Economic 

Services 

Total 

Expenditure 

1 High income '•-'es 

1 Gujarat 

0 116 

0.583 

1 428 

0 506 

2 Haryana 

0 104 

0 116 

0 534 

0 179 

3 Maharashtra 

0 086 

0.46T 

0.341 

0 240 

4 Punjab 

0188 

0.106 

0 459 

0.194 

Aggregate 

0.118 

0.276 

0 638 

0.285 

II Middle income states 

1 Andhra Pradesh 


0.229 

0 403 

0.230 

2 Karnataka 

0.080 

0 117 

0 224 

0.083 

3 Kerala 

0 109 

0,072 

0 507 

0 1.59 

4 Tamil Nadu 

0 080 

0,1I3* 

0 3.54 

0.146 

5 West Bengal 

0.010* 

0.161 

0 186* 

0 019* 

Aggregate 

0049 

0.155 

0 317 

0 135 

III low income stales 

1 Bihar 

0 113 

0 074 

0 .506 

0.139 

2 Madhya Pradesh 

0 074 

0 113 

0 339 

0 119 

3 Orissa 

0 102 

0 081* 

0 121* 

0.010* 

4 Rajasthan 

0 109 

0.090 

0.320 

0 142 

5 Uttar Pradesh 

0.181 

0 359 

0 306 

0 301 

Aggregate 

0.1 II 

0.134 

0 394 

0.166 

All major stales 

0 091 

0167 

0 429 

0 179 

All states 

0107 

0.170 

0 438 

0 189 


Notes- I All coefficicnis excepi those marked * are significant ai 5 per ceni level of <.igiiilicance 
2 Estimated on the basis ol the equation,G - a4 bE. where. (i expenditure on goods 
and services, and E - expenditure on wages and salaries 


Tahii 8 Subsidies IN Major SiAiis 



1987-88 
Subsidies 
(Rs Crore) 

Per Ceni ol 
loial 

Recovery Rale 
(Pci t cm) 

1 Social services 

8.309 

30 3 

1 4 

1 Higher education 

1.994 

7 3 

1 7 

2 Medical and public health 

2,591 

94 

2 7 

3 Water supply, sanitation, cic 

2,111 

1 7 

5 9 

4 Other social services 

1,528 

56 

56 

Total social services 

14,539 

52 9 

2.8 

11 Economic services 




1 Agriculture and allied activities 

4,065 

14 8 

28 6 

2 Irrigation 

4,705 

17 1 

20 6 

3 Power and energy 

1,633 

60 

26.5 

4 Industry and minerals 

705 

2.6 

28 4 

S Transport and communication 

1,745 

6.4 

12 7 

6 Other economic services 

71 

0.2 

— 

Total economic services 

12,924 

47 2 

24.6 

Total subsidy 

27.463 

100.0 

14 4 

Source: M G Rao and Sudipto Mundle, ‘An Analysis,ol Changes in Government Subsidy 
at the Stale Level; 1977-78 to 1987-88’, paper presented at the Seminar on State Finances, 
World Bank and NIPFP, April 19-20, 1991. 
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various amendments to the acts has only 
added to the complications. As a result of 
all these, the sales taxes levied in the sMtes 
present a wide array of systems with varied 
mixtures of single-point, at the first 
(manufacturing) or the last (semi-wholesale) 
stages, double-point and multi-point levies. 
The rate differentiation varies from six in 
Orissa to as many as 17 in Bihar and 
Gujarat. In addition, there are sales taxes or 
turnover taxes or surcharges on sales taxes. 
The complications resulting from this 
medley and mixture defeat the very purpose 
for which they are introduced in the first 
place and increase both administrative and 
compliance costs. It is possible to achieve 
the objectives of equity, efficiency and 
revenue, by substantially reducing the com¬ 
plications in ihc structure of sales taxes. 
There is a strong case for evolving a model 
sales tax law which can be followed by all 
the states with adequate flexibility to modify 
them suiting their own particular situations. 
Simplification of sales tax structure, stan¬ 
dardisation of Its administration and 
enforcement will be great step forward in tax 
harmonisation among different states. There 
can be a broad agreement relating to the tax¬ 
ation of inputs, incentives for industrialisa¬ 
tion, maximum rales of lax to be levied on 
items of mass consumption and minimum 
rates in respect of others. The model tax law 
thus evolved should keep in view the fact that 
redistribution is mainly the function of cen¬ 
tral government and, therefore, should make 
minimum rate differentiation.^ 

Another serious problem arising from the 
prevailing sales tax systems is the inter-state 
tax exportation. The taxation of inter-state 
sale at the rate of 4 per cent has virtually 
segregated the states' economies into dif¬ 
ferent tariff zones and substantially reduc¬ 
ed the gams accruing from an integrated 
common market. The taxation of inputs and 
capital goods under the States’ Sales Tax 
Acts lias accentuated this phenomenon. 
Even where the tax system allows a set off 
for the tax paid on inputs, in some stales the 
relief is limited to the goods sold within the 
stale and inter-state sales carry the burden 
of input taxes also. The perverse transfer of 
resources arising from the taxation of 
residents in the consuming states by the pro¬ 
ducing slates has introduced inequity in the 
resource flows. Trade and industry has tried 
to avoid the inter-state sales tax through con¬ 
signment transfers, but if the proposed con¬ 
signment tax to plug this loophole is im¬ 
plemented, the regional segregation and 
inequity will be much more pronounced. 
While there cannot be any apology for tax 
avoidance, a time has come to evaluate the 
merit of having an inter-state sales tax itself, 
keeping in view the long-term interest of the 
economy. Better economic integration of the 
country and rational resource allocation is 
possible only when all barriers on inter-state 
trade are removed. Such a removal through 
appropriate measures will help in reaping 
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greater gains from the customs union in the 
long run. 

(b) Non-lhx Reicnue: As mentioned earlier, 
llw proportion oi non-tax revenue in total 
revenue receipts of the states has been low 
and declining over the years. The only item 
of non-tax revenue which has registered high 
growth mte in the 80s is the cess and royalty 
on mines and minerals. The receipts by way 
of user charges as well as returns from in¬ 
vestments in departmental and non- 
departmental state enterprises have been 
actually declining in real terms. 

Studies conducted at the NIPFP have 
shown that implicit and explicit subsidy in¬ 
volved in the provision of social and 
economic services in the 14 major states in 
1987-88 amounted to Rs 27,463 crore or 8.3 
per cent of GOP. What is more, over the 
period, 1977-78 to 1987-88, the subsidy 
increased at the rate of 18 per cent per year 
in nominal terms and the cost recovery 
through user charges as a proportion of the 
cost of providing the services declined from 
22 per cent to 14 per cent (Annexure Ihble 
3). Almost 53 per cent of the subsidies ac¬ 
crued in the course of providing social ser¬ 
vices, and economic services claimed the 
remaining 47 per cent. Education, 
agriculture, irrigation and power were the 
sectors where the volumes of subsidies were 
significant. On higher education alone, the 
subsidy amounted to about Rs 2,000 crore, 
and recovery rate was as low as 1.7 per cent. 
Even in the commercial sectors like irriga¬ 
tion and power, the recovery rates were less 
than 30 per cent. The NIPFP study also 
shows that in respect of every sector the 
recovery rates declined significantly during 
the decade 1977-87.’ 

Cost recovery through proper user charges 
is an important area whereby more revenues 
Table 9: Impi.ic ii Buik.itak> SuBsmits lo 

PuBi If Enterprises in 14 Major States 

(Hi crore/ 


Cash Toial 
ProfiU+i'' Piorii( + ) 
loss) ■ ) l.oss(-) 




(aflcr 
Deprecia- 
lioii and 
Interest) 

1 Departmental 
undertakings 
(a) Irrigation* 

( )I458* 

( )52()0* 

(b) All departmental 
undertakings 

( )I445* 

(- )5485* 

II Non-depanmenial 
undertakings 
(a) Electricily 

749 

( )69l 

(b) Transport 

( )30 

t )I42 

(c) Other non- 
deparimcnial 
enterprises 

(-)210 

< )556 

(d) All non¬ 
depart mental 
enterprises 

508 

(-)I389 


* Esiimaicd from budget documents 


can be raised in the short or medium term. 
Proper pricing of services like higher txluca- 
tkm, irrigation or electricity, would not only 
help in raising larger iei4nues but also would 
result in the more economic use of resources. 
The vulnerable sections or the intended 
groups can be helped through selective sub¬ 
sidies or transfer payments. 

An important source of implicit subsidy 
is the public enterprise losses. The Financial 
performance of the most important state 
level public enterprises—the Electricity 
Boards (SEBs) and the Road Ihmsport Cor¬ 
porations (SRTCs)—has continued to be a 
matter for serious concern. In the case of 
SEBs in 1990-91, the commercial loss was 
estimated at over Rs 4,300 crore forming 
about 14.4 per cent of the capital base 
(Annexure Table 4). In as many as 12 stales, 
the net losses were more than IS per cent of 
the capital base. What is important, the 
working of SEBs has shown a steady 
deterioration over time, the commercial 
losses as a ratio of capital base increasing 
from II per cent in 1985-86 to 14 4 per cent 
in 1990-91. It may be recalled that the latest 
amendment to the Electricity (Supply) Act. 
1948 stipulates that the SEBs should 
generate a surpluses of not less than 3 per 
cent of the capital base after meeting their 
depreciation and interest liabilities. 

The poor performance of power utilities 
is on account of a wide variety of reasons, 
the important among which are: poor 
operating efficiency, lopsided tariff 
structure—particularly the charging of very 
low rates for agricultural consumption which 
forms a large proportion in some states— 
disproportionately high transmission and 
distribution losses, huge arrears m revenue 
collection and inordinate delays in the con¬ 
struction and commissioning of power 
projects. 

Road Transport Corporation is the second 
most important public enterprise run by the 
states. Although section 22 of the Road 
Transport Corporation Act stipulates that 
the SRTCs should carry on their activities 
on business principles, the net losses in 
1987-88 amounted to Rs 300 crore, forming 
about 12 per cent of the capital invested 
(Annexure Ikble 5). The net loss was as high 
as 83 per cent of the capital invested in 
Orissa and only in the stales of Andhra 
Pradesh. Punjab and Rajasthan no net losses 
were reported. In fact, in most of the states 
the receipts did not cover even the operating 
expenses, leave alone paying interest on the 
borrowed funds. The more important fac¬ 
tors accounting for poor Financial results are 
unrealistic fare structure and inability of the 
RTCs to revise the fares in keeping with cost 
increases, low operational cfFiciency due to 
high staff-bus ratio, poor fleet maintenance 
and utilisation, low load factor and revenue 
earning kilometre per vehicle per day, grow¬ 
ing burden of interest payments and 
multiplication of socially oriented 
concessions. 


in 1989-90, there were about 829 state- 
level enterprises of which 274 were promo¬ 
tional in nature. The remaining 549 finan¬ 
cial and commercial enterprises with the 
investment of Rs 3,843 crore, yielded divi¬ 
dend amounting to merely Rs 48 crore; as 
against the normative return of Rs 175 crore 
estimated by the Ninth Finance Commis¬ 
sion. In fact, many of these enterprises were 
incurring cash losses and have had to be 
accommodated through budgetary support. 

A significant increase in non-tax revenues 
cannot be brought about unless user charges 
at proper rates are levied for the social and 
economic services provided by the states and 
the working of state-level enterprises, both 
departmental and non-departmenul. is 
substantially improved. While these issues 
as well as specific solutions to resolve them 
have been widely discussed in both official 
and academic literature, improvement in 
budgetary positions of the states will come 
about only when the necessary political deci¬ 
sions are taken and implemented. 

IV 

Suggested Pulicry Changes 

The precarious fiscal position in the states 
calls for bold and decisive policy measures. 
These measures should be directed to effect 
substantial savings and should improve the 
productivity of lesourcc use and at the same 
time, they must be immediately feasiole 
Given that, by and large, tax revenues of the 
states have shown reasonable rales of 
growth, the adjustment has to come about 
mainly by compressing their revenue expen¬ 
ditures and by targeting subsidies. The polhiy 
measures also should attempt at enhancing 
efficiency in resource use and the produc¬ 
tivity of capital assets. The measures relating 
lo tax revenues should be directed primarily 
towards rationalisation and simplification of 
the tax structures 

in undertaking fiscal reform at the state 
level, the short and medium as well as the 
long-term perspective should be kept in view. 
In the short and medium term, the attempt 
at containing the growth of expenditures 
should be carefully designed so that the 
levels of services with a high degree of ex¬ 
ternality, particularly those involved in the 
provision of social and economic services are 
not adversely affected. The usual measures 
like across-the-board cuts in expenditures or 
the policy of cutting down *non-plan’ expen¬ 
ditures, may. in fact result in cutting down 
the most productive forms of expenditures. 
In the longer term perspective, the attempt 
should be to compress expenditures, improve 
productivity and impart greater degree of ac¬ 
countability to make the expenditure pro¬ 
grammes cost effective. Let us now turn to 
some specific suggestions for the states* 
budgetary reforms. 


216 


Economic and Political Weekly F^ruary I, 1992 



(a) CONTAtNMENT OF EMOUUMENTS 

(0 Redaction in Employmenl: The longer 
term solution to the problem of burgeoning 
salary outlay lies in observing the principle 
that government is basically meant to pro¬ 
vide administrative, social and economic in¬ 
frastructure and not employment per se. 
Governmental operations are meant to pro- 
''ide a conducive environment and the 
necessary economic externalities for making 
productive investments, which in fact, 
should generate eifiployment. 

It is possible to reduce the total number 
of employees without undertaking harsh 
measures like retrenchment by simply put¬ 
ting a freeze on fresh recruitment in the slate 
governments and aided institutions for the 
next three years. As about 3 per cent of the 
employees superannuate every year, this 
measure in the course of the next five years 
can result in the saving of about 10 to 13 per 
cent of the expenditures. In 1992-93 itself, 
there can be a reduction of about 3.9 lakh 
etnplr^ees in state governments, schools and 


other aided institutions. This can reduce the 
expenditure on salaries and allowances by 
almost Rs 875 crore, and if the other com¬ 
plementary expenditures are taken into ac¬ 
count, the saving could be over Rs 1,000 
crore. 

The across-the-board freeze on govern¬ 
ment employment may affect some pro¬ 
grammes and schemes more severely than 
others. Besides, the extent of overemploy¬ 
ment is not uniform across all departments 
and programmes. Therefore, there must be 
a detailed review of every programme to 
ensure its viability and careful scrutiny of 
each department to identify the surplus 
manpower The piogrammes and projects 
which are not viable and do not have the 
potential for being viable should be discon¬ 
tinued and those which are potentially useful 
should be revived and consolidated with ap¬ 
propriate policy packages. The employees in 
the projects and programmes which are to 
be discontinued should be redeployed, if 
necessary, after some retraining, to vacan- 


ANNtxiJRf Tabif I; Growth or Staif ExPENDiiiiRr (1970 7i Phk i sJ— F.ionomic CailciORILs 

(1980-81 TO 1987-88) 


{Per lem per year) 



Wages 

and 

Salaries 

Goods 

and 

Services 

Inlercsl 

Payment 

Subsidy 

Ol her 
Curreni 
Transfers 

(unent 
r spell 
dilure 

Total 

Capiial 

Expen¬ 

diture 

Total 

Expen¬ 

diture 

1 High income stales 

1 Gujaral 8 34 

10.54 

t4 54 

22 91 

7.48 

8 87 

4 08 

7.29 

2 Haryana 

7 85 

10.88 

13.49 

10 30 

16.72 

10 36 

2 02 

7 21 

3 Mahaiashlra 

7 12 

2 46 

15 04 

4 19 

7 67 

7 91 

4 32 

664 

4 Punjab 

4 28 

10.50 

7 95 

12 15 

16.83 

7 56 

10 97 

881 

A gg regale 

6 75 

7 II 

13..39 

9 88 

8 57 

8 37 

5 19 

7 25 

II Middle income stales 

1 Andhra 

Pradesh 5 55 

2.83 

12.69 

6.00 

12.12 

8 84 

6 14 

809 

2 Karnataka 

4.48 

1 20 

13.58 

11.10 

16 38 

9 25 

5.22 

8 01 

3 Kerala 

7.48 

3 75 

15.59 

10.16 

6 24 

7 58 

4 55 

704 

4 Tamil Nadu 

II 87 

266 

6.62 

28 24 

0 56 

6 34 

3.12 

5 II 

5 West Bengal 

6.53 

2.97 

11.58 

2 80 

6.42 

6 75 

2.60 

5 74 

Aggregate 

7 35 

2.57 

11.69 

12 74 

8 29 

7 69 

4.22 

6 69 

111 Lxiw income stales 

1 Bihar 6 61 

1.55 

10 88 

19 92 

9 85 

6 91 

7 48 

7 02 

2 Madhya 
Pradesh 

9.47 

2.69 

7 67 

5.15 

7 86 

843 

-0.62 

5 29 

3 Orissa 

7.08 

-9.36 

11.68 

10.50 

9 II 

6.58 

I.IO 

5 12 

4 Rajasthan 

7 28 

8.91 

10.64 

11.88 

II 32 

8 82 

5 85 

7.80 

5 Uttar Pradesh 

7 43 

6.30 

13.59 

17 56 

7 18 

8 12 

4.91 

6.98 

Aggregate 

7.65 

.3.07 

11.55 

13 75 

Ml 

7 85 

409 

6 61 

All major states 

7.35 

3.78 

12.08 

12.10 

8.41 

7 92 

4.44 

6 81 

IV Special category states 

1 Assam 12.97 

9 49 

18 89 

30 15 

6 87 

II 99 

7 33 

10 70 

2 Himachal 
Pradesh 

6.65 

10.35 

I5.% 

30.10 

0 67 

7 29 

8.14 

7 56 

3 Jammu and 
Kashmir 

7.84 

8.46 

13.26 

19.28 

22 18 

9 98 

4.86 

8 30 

4 Meghalaya 

7.71 

8 04 

22.81 

19.49 

10 40 

8 94 

3.67 

6 98 

5 Manipur 

7.67 

1.08 

13 16 

33.00 

10 95 

7.40 

7 33 

7 37 

6 Nagaland 

11.00 

6.78 

21 51 

13.84 

13 25 

10.57 

5.60 

8.85 

7 Tripura 

9.44 

II 31 

20 00 

1980 

5.87 

9.50 

7.98 

9 13 

Aggregate 

9.65 

8.54 

16.65 

24.85 

8 25 

10.04 

6 59 

8 97 

All stales 

7.63 

4.76 

12.66 

12.61 

844 

8.19 

4.73 

7 07 


Source: Estimated from the unpublished data provided by Central Siattslical Organisalion, Minisirs 
of Planning, Government of India. 


cies arising from retirement and to thOK pio¬ 
grammes with real developmental content 
which really require larger manpower (for 
example, educational programmes). 
Similarly, the surplus manpower, identified 
in various departments should form the 
reservoir for redeployment to those activities 
where they would be needed and where their 
marginal productivity will be higher. 

Whenever a freeze on fresh employmenl 
is imposed, exemptions are sought by 
various departments under one pretext or 
another, although in some cases, there may 
be a genuine need for additional posts. To 
avoid such pressures, in every state, it is 
necessary to have a high powered indepen¬ 
dent institution set up to monitor a,id im¬ 
plement the freeze in fresh employment. This 
institution should also assess the genuine 
manpower requirements of (he programmes, 
and where needed, and undertake redeploy¬ 
ment after retraining the identified surplus 
manpower. 

A frequent method employed to overcome 
the employment freeze is to employ people 
on a casual or daily wage basis and 
‘regularise’ them after a period of time, if 
they are not regularised by the government 
itself, the courts have ruled that casual 
employees serving continuously for more 
than 180 days automatically become perma¬ 
nent employees. Once made permanent, they 
are no longer motivated to carry on the work 
and new batches of casual workers have to 
be employed. This is particularly true in the 
case of departments like public works. There 
must be a strict ban on taking personnel on 
casual or daily wage basis. 

Another important cause of employment 
growth is the proliferation of centrally spon¬ 
sored schemes and the conditions attached 
to those schemes Creation of a large 
number of posts, particularly the Held posts, 
by various line agencies administering and 
implementing different centrally sponsored 
.schemes has resulted in substantial un¬ 
productive employment in recent years. 
Many of the programmes are of dubious 
value and serve no useful purpose. There 
must be a careful review of all centrally 
sponsored schemes and only the schemes in 
extremely important activities such as 
primary health and family planning, educa¬ 
tion, drinking water supply and anti-poverty 
programmes where, without such a shared 
cost programme, the states would not pro¬ 
vide the services at optimum levels, should 
be continued Even in these cases, the states 
should have adequate flexibility for effec¬ 
tive utilisation ol the existing manpower. 

In the past, imposition of restraint on 
employment generation was often overcome 
by taking the projects and programmes m 
the name of development under the plan. It 
is, therefore, important that in the shon term 
no new projects should be taken up for im¬ 
plementation. This would release more funds 
for the maintenance of capital assets and to 
complete the projects already in the pipeline 
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and thus help in improving the productivity 
of investments. Further, even future planning 
should be confined only to the core areas, 
(ii) Wagr* and Salaries; One of the impor¬ 
tant reasons for the high growth of outlay 
on wages and salaries has been the revision 
of salaries and pensions and giving various 
other perquisites in the form of leave encash¬ 
ment, leave travel concession and bonus. It 
is imperative that in any serious attempt ai 
containing the growth of expenditure on 
wages and salaries, the structure of pay 
scales must be reviewed carefully. After the 
revision of pay scales by the Centre in 1986, 
many of the states too have revised their 
scales to bring parity. What the states have 
failed to take account of, however, is that 
while the central scales were revised after 13 
years, many of the states have already had 
three or four revisions during this period. 
With every revision, the benefit of 'fixation' 
of scales has resulted in the employees with 
a few years of service in the states already 
getting higher emoluments than similar 
employees at the centre even prior to the cen¬ 
tral pay revision. Revising of scales to bring 
about parity has further widened the dif¬ 
ference in the case of such employees. What 
is more, in states like Karnataka, even the 
scales of certain categories of employees are 
higher than the central pay scales. While it 


may be difficuli to reverse the decisions 
already taken, the least the states can do is 
to desist from undertaking pay revisions in 
the next five years even in the case of those 
who have not adopted the central pay scales. 

One of the major changes brought about 
by the revision of pay scales consequent on 
the recommendation of the Fourth Pay 
Commission is the greater degree of index¬ 
ation of salaries to price increases. The pay 
scales evolved by the third pay commission 
in 1973 provided for full neutralisation for 
price increases up to the basic salary of 
Rs 740 (at the consumer price index of 200; 
1960= 100). At current prices in 1986, when 
the Fourth Pay Commission gave its recom¬ 
mendations, at the consumer price index of 
608, this works out to Rs.2,250. However, 
the pay structure evolved by the Fourth Pay 
Commission neutralises employees fully for 
price increases up to the basic salary of 
Rs 3,500. There are about 7 lakh employees 
in the state governments with basic salaries 
between Rs 2,250 and Rs 3,500 and the ad¬ 
ditional expenditure on account of full 
neutralisation is substantial. 

The two important perquisites given to 
government employees in most of the states 
are the leave travel concession (LTC) and 
leave encashment. Given the difficult fiscal 
position in the states, there is a strong case 


ANNixiixr Tabii- 2; Growihoi Siaii Hm*!N oiruRr (1970-71 Pxicrs)— 
rilNI IIONAI ('AIII.ORIIS (1980-87) 

{Per cent pvt year) 




General 

Services 

Social 

Services 

bconomic 

Services 

loial 

lixpendiiure 

1 High income slates 

1 Gujarat 


4 67 

7 61 

6 92 

7.29 

2 Haryana 


10 89 

8.38 

3 99 

■' 21 

3 Maharashtra 


5 13 

9 58 

2 38 

6.64 

4 Punjab 


7 25 

4 18 

11,78 

8 81 

Aggregate 


.5 91 

8 08 

5 45 

7 25 

II Middle income stales 

1 Andhra Pradesh 


4 48 

12 58 

2 03 

8 09 

2 Karnataka 


5 47 

10.85 

4 90 

8 01 

3 Kerala 


8 14 

6 66 

2 44 

7 04 

4 Tamil Nadu 


8.18 

8 55 

0 29 

5 11 

S West Bengal 


5 71 

5 34 

4 44 

5 74 

Aggregate 


6 20 

8 65 

2 38 

6 69 

III Low income states 

1 Bihar 


6 67 

9 49 

3 24 

7 02 

2 Madhya Pradesh 


8 22 

8 29 

0.58 

5 29 

3 Orissa 


7..39 

5 95 

0 86 

5 12 

4 Rajasthan 


8.85 

9.90 

5 47 

7.80 

5 Uttar Pradesh 


8 43 

8.18 

4 29 

6 98 

Aggregate 


7 98 

8.51 

3.07 

6 61 

All major stales 


6 78 

8 46 

3 51 

6 81 

IV Special category states 

1 Assam 


906 

12 73 

7 23 

10 70 

2 Himachal Pradesh 


7 61 

7.22 

6 78 

7 56 

3 Jammu and Kashmir 


NC 

8.02 

7 75 

8.30 

4 Meghalaya 


6 03 

9,13 

471 

6.98 

5 Manipur 


8,22 

6 56 

7.02 

7.37 

6 Nagaland 


9 22 

9.94 

5.82 

8.85 

7 Tripura 


7.60 

13.04 

7.13 

9.11 

Aggregate 


679 

10.08 

7.02 

8.97 

All stales 


6.93 

9.24 

3.93 

7.07 


Source: Same as Annexure Table I. 


for postponing the LTC facilities for the next 
two years. Altogether, there are about 1.3 
crore employees in state governments, aided 
institutions and local bodies. Even at the rate 
of Rs 750 per employee, this measure alone 
can result in the saving of almost Rs 1,000 
crore in the next two years. In fact, in some 
private enterprises, instead of reimbursing 
the actual fares, the practice of giving lump 
sum allowances is in vogue, which actually 
works out cheaper. In the long run, the state 
governments may also think of such an op¬ 
tion, alter carefully evaluating the alter¬ 
native. 

In the case of leave encashment, the 
prevailing practice varies widely across states, 
but generally every year employees are 
allowed to encash their earned leave by IS 
days to a month. There is no reason why 
when there is a widespread perception that 
substantial overemployment exists in the 
government, additional benefits in the form 
of leave encashment should be given. There 
is a strong case for withdrawing this facility. 
Even if on the average, leave encashment 
benefit is assumed at 15 days* salary per year, 
withdrawal of this facility can result in the 
saving of about Rs 1,200 crore every year. 
If this is also extended to the public enter¬ 
prises. the saving would be much larger. 

Another important item of emoluments 
IS the bonus given to government employees. 
With the central government giving bonus 
to Its staff, the states too have had to follow 
suit. The concept of 'productivity linked 
bonus’ IS certainly noi appropriate in any 
government departments. Nor does the pre¬ 
sent fiscal position really permit such 
payments. It would be prudent if both cen¬ 
tral and state governments discontinued the 
practice of paying bonus to government 
employees. Almost all the states give bonuses 
to their employees at the rate of 29 days' 
salary. Even if a lower estimate of 25 days’ 
salary is considered the outgo on this ac¬ 
count alone is approximately Rs 1,500 crore 
per year. 

(b) SiiBSi[)iE.s andTransier Payments 

The policy of subsidies and transfer 
payments has to play a very important role 
in any developing economy. In the absence 
of a proper social security system, there are 
no safety nets to take care of the vulnerable 
sections of society. However, it is important 
to ensure proper targeting of these subsidies. 
By and large, transfer payments, being 
directly given to individuals can be proper¬ 
ly targeted. ‘Subsidies' on the contrary being 
given to influence price or output decisions 
of the producers accrue to consumers or the 
owners of inputs only indirectly, and 
targeting of these is extremely difficult Even 
more difficult is to target the hidden 
subsidies. 

As mentioned earlier, a wide range of 
social security and welfare payments such 
as old age pension, widows pension. 
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agricultural labourers pension, nuiriiion 
schemes for school children, and subsidies 
on food, cloth and other necessary items of 
consumption have been introduced by dif¬ 
ferent slates. Unfortunately, in many of the 
cases the coverage is too wide and a large 
proportion of the beneficiaries are not really 
the intended vulnerable groups. The expen¬ 
diture on these programmes has been in¬ 
creasing at a fast rate. Before any further 
etpansion is done, it is important to review 
the programmes carefully and design them 
to reach only the vulnerable sections. 

At a time when a structural adjustment 
programme has been undertaken in the 
country, inflationary pressures are expected 
to build at least in the next two years. Ai 
sych times, the poor and vulnerable sections 
suffer the most. One method of providing 
some sort of safety net for them is to 
enhance outlay on poverty alleviation pro¬ 
grammes along with making them more ef¬ 
fective. For this, the states can take advan¬ 
tage of the recent Constitutional amendment 
increasing the ceiling on profession tax from 
Rs 2S0 to Rs 2,500. While one-half of the 
collections can be earmarked for state- 
initiated poverty alleviation programmes the 
remaining one half can be assigned to the 
local bodies. At present, only Maharashtra 
has a substantial state-initiated poverty 
alleviation programmes (employment 
guarantee schme) with the funds earmarked 
from the proceeds of the profession tax. 


Perhaps, even the entire implementation of 
poveny.alleviation programmes can be done 
at the loei! level and the entire proceeds of 
profession tax may be assigned to them with 
rhe condition that one-half of the funds will 
be earmarked for anti-poverty programmes. 

Our analysis of hidden subsidies in the 
previous section underlines the absurdity of 
levying negligible user charges even for ser¬ 
vices consumed predominantly by better off 
sections of society. It is important to levy 
economic rates on irrigation water and elec¬ 
tricity sold to farmers. Similarly, proper fees 
for post-secondary education and economic 
rates of user charges for water supply, urban 
transport and power must be levied 
Economic pricing of services is important 
not only for accountability and equity, but 
also for reasons pf avoiding wastage and im¬ 
proving the quality of services. At the same 
time to help the really deserving sections for 
whom the services would have to be rendered 
free of charge or at subsidised rales, specific 
methods of subsidisation must be evolved. 

It has been pointed out that on higher 
education alone the subsidy in 1987-88 
amounted to Rs 2,000 crore and the recovery 
rate was as low as 1.7 per cent. Quite a large 
proportion of this subsidy accrues to 
economically affluent sections. There is a 
clear case for reducing this subsidy in the 
next five years by one half, even if the 
remaining is retained to help economically 
weaker sections with scholarships. This can 


be done by reducing assistance to ctrileget 
and universities annually by 10 per cent for 
the next five years, and let the colleges ami 
universities find the remaining resources by 
enhancing fees. The state governments 
should not interfere in the determination of 
the fees and the regulatory mechanism 
should be confined merely to the extent of 
ensuring that meritorious and economically 
backward students get the benefit of scholar¬ 
ships. Adequate cost recovery is extremely 
important to ensure better quality of 
education. 


(c) ButxJETARY Support to Public 
Enterprises 

Another important source of implicit sub¬ 
sidy arises from the budgetary support to 
public sector enterprises, both departmen¬ 
tal and non-departmental. Among the 
departmental enterprises, losses incurred in 
the irrigation sector is the most imporuuit. 
In 1987-88, the working losses in irrigation 
alone amounted to about Rs l,S(X)ctoic and 
if depreciation too is considered, the loss 
works out to Rs 5400 crore (Ihble 9). The 
position has worsened in subsequent yean. 
There is an immediate need to phase out 
these subsidies. In the next three yean there 
must be a phased increase in the water rates 
so that at least the working tosses are com¬ 
pletely eliminated. 

As regards non-departmental entefpriset. 
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( apilal 
Base 


<11 

(2» 

(3) 

(4) 

(M 

(6) 

(7) 

(8) 

(9) 

(10) 

(II) 

1 

Andhra Pradesh 

1.785 

1.188 

879 

88 

967 

219 

197 

■> •> 

12 3 

1 2 

2 

Assam 

995 

151 

167 

29 

196 

4« 

201 

:4f» 

7 5 

41 .3 

3 

Bihar 

1..348 

579 

619 

60 

679 

KM) 

123 

22 3 

7 4 

16 5 

4 

Gujarat 

2.053 

1.355 

1.354 

99 

I.4S3 

98 

211 

309 

4 7 

13 1 

5 

Haryana 

1.099 

478 


42 


l|7 

128 

245 

- 10 6 

22 2 

6 

Himachal Pradesh 

367 

106 

81 

12 

92 

14 

75 

61 

3 8 

16 8 

7 

Jammu and Kashmir 

401 

64 

116 

12 

128 

64 

51 

115 

16 0 

- 28 6 

8 

Karnataka Board 

720 

803 

757. 

30 

787 

16 

132 

- 116 

22 

16 1 

9 

Karnataka power 
corporation 

1.032 

114 

160 

S2 

212 

122 

156 

34 

11 8 

1 9 

10 

Kerala 

594 

327 

26'; 

27 

293 

34 

82 

- 48 

5 7 

-8 2 

11 

Madhya Piadcsh 

3,018 

1,346 

967 

1.16 

1 103 

242 

367 

123 

8 0 

2 6 

12 

Maharashtra 

3.511 

2,652 

2.236 

178 

2,414 

148 

432 

-284 

4 2 

7.2 

13 

Meghalaya 

69 

18 

IS 



. 2 

24 

26 

2 8 

37 5 

14 

Orissa 

775 

328 

215 

31 

:4ft 

82 

84 

2 

10 3 

0 6 

15 

Punjab 

2,646 

763 

863 

KMI 

9(.3 

2(K) 

559 

-7.39 

7 6 

28 6 

16 

Rajasthan 

1.985 

793 

v: 

7S 

847 

-.S4 

193 

■ 247 

2 7 

11 7 

17 

Ikmil Nadu 

2.099 

1,183 

I.4SI 

91 

I.'^.SO 

367 

277 

644 

)■' 5 

30 3 

18 

Uttar Pradesh 

3.319 

1,596 

1.528 

150 

1.678 

82 

580 

762 

: 5 

20 0 

19 

West Bengal 

541 

619 

639 

.30 

669 

50 

160 

- 210 

92 

38 9 

Total 

27.957 

14.595 

13,637 

1.248 

14,886 

281 

4.030 

-4.321 

1 0 

14 4 


Sourve: Annual Reporl on ihc Working, of Stale Eleciriciiy Board*, and Llecincily Dcparimcnls. Planning Comniisvioii. tiovcrnmcni o( India. 
September 1990. 


220 


Economic and Political Weekly February 1. 1992 






a detiited review ot thdr luehiiiien as well 
as working should be undertkken hn- 
mediately: There are large number of pio- 
motioiud enterprises, which do not r^ly 
serve the purpose for which they have been 
set up, but have been used to provide berths 
to politicians and bureaucrats. They involve 
large openditures on the part of the govern¬ 
ment ai^ the budgetary support to them in 
the 14 meior states itself is almost Rs 300 
ctora Actually, these administrative agencies 
by pre-empting expenditures reduce the 
funds for the functions they are set up to 
promote There is no reason why they should 
be continued. 


In the cue of com m ercial enterprises, it 
it even more impwtanl to phase out the 
budgetary support. The deuiled review of 
the enterprises must lead to divesting of the 
totally unviable units. In respect of those 
which can be made viable, appropriate 
means to consolidate, upgrade the 
technology and improved management prac¬ 
tices mutt be taken. Non-core enterprises, 
in any case should not be extendi any 
budgetary support. 

The two most important state-run enter¬ 
prises are the SEBs and SRTCs. Implicit 
budgetary subsidy in the case of SEBs after 
taking into account the interest cost work¬ 


ed oat to about Rs 700 crore in IM7-g8 
(Ihble 9) which, by now, must have reached 
Rs 1,000 crore. In the past, the Finance 
Commissions had stressed the need to phase 
out these subsidies and provided Five years 
for adjustment. Unfortunately, the position, 
instead of improving, only deteriorated fur¬ 
ther. If proper measures are undenaken, it 
is feasibie to phase out these subsidies in the 
next three years. In other words, at the end 
of three years, the sute electricity boards 
should cover their working expenses and pay 
interest on the state government loans, 
besides providing for their depredation. This 
can be achieved if the states agree on a 
minimum tariff for the eiectridty sold to the 
farm sector, which is the main reason for the 
losses in many of the states. The price charg¬ 
ed to electricity consumption for agriculture 
in 1988-89 was as low as 9 paise per unit in 
Bihar, Maharashtra and Punjab whereas the 
operating costs in these states respectively 
were Rs 1.48, Re 0.85 and Re 0.91. It is im¬ 
perative that price of eiectridty on the 
agricultural consumption is revised im¬ 
mediately. With the abandoning of the 
freight equalisation scheme, the cost of ccud 
used in states farther from the coal belt is 
likely to increase further and unless im¬ 
mediate measures to enhance the price of 
power is taken, these SEBs will end up with 
very huge losses. 

There ate, however, areas where subsidisa¬ 
tion to a certain degree is unavoidable; One 
such area is clearly urban transportation. 
But it is important to specify clearly what 
should be the extent of subsidisation in such 
activities. In the case of SRTCs, streamlin¬ 
ing of the permit system is necessary. In fact, 
in suburban and long distance transporta¬ 
tion, state governments really have no in¬ 
herent advantage and perhaps granting the 
required permits to private agencies may 
serve the purpose better. Again, the power 
of Fixation of rates should be taken away 
from the governments’ purview to avoid 
political pressure against revision of fares; 
this should be entrusted to an autonomous 
agency like a ‘rate commission’. In the case 
of SEBs, while the generation of electricity 
can be privatised, the activities of transmis¬ 
sion and distribution may have to be con¬ 
tinued by the state government. Perhaps 
decentralisation of these functions through 
proper public agencies can help in the more 
effective and economical transmission and 
distribution function. 

(d) Rationalisation and 

Simplification of Tax Structures 

As already mentioned, the reforms on the 
tax side would have to address mainly the 
issue of rationalisation and simplification 
of the tax structure; in panicular, ways have 
to be found to reduce the number of sales 
tax rates and levy uniform tax rates in lopea 
of some important commodities. The 
number of tax rates should be brought down 


Annfxure Tabi e, $; Working of State Road Transport Corporations 

(Rs cmre) 



Capital 
Invested 
(As on 
31.3.1988) 

Gross Operating 
Receipts Expen- 
(1988-89) dilute In¬ 
cluding 
Depreci¬ 
ation 

Gross 

Profit/ 

Loss 

Interest 

Payment 

Net 

Profit/ 

Ix>ss 

Per Cent 
Return on 
Capital 
Invested 

Andhra Pradesh 

400.76 

577.99 

556.77 

21.21 

19.06 

2 15 

0.54 

Assam 

22.68 

17.77 

25.33 

-7.56 

3.08 

-10.64 

46 91 

Bihar 

122.95 

25.92 

37.64 

-11.72 

11.81 

-23.53 

19.14 

Gujarat 

191.65 

390.57 

370.89 

19.68 

24.88 

5.20 

2.71 

Karnataka 

315.13 

387.91 

419.83 

-31.92 

22.08 

-54,00 

-17 14 

Kerala 

94.30 

149 46 

154.33 

-4.87 

10.54 

- 15.41 

-16.34 

Madhya Pradesh 

79.18 

110.17 

113.87 

-3.70 

It 29 

-15.00 

18.94 

Maharashtra 

729.06 

795.36 

829.64 

- 34.28 

34,95 

69.23 

-9.50 

Orissa 

18.54 

29 54 

32.74 

-3.20 

4 15 

-7.34 

-39.64 

Punjab 

48.97 

90.44 

122.26 

-31 83 

8 91 

-40 74 

- 83 19 

Rajasthan 

76.67 

146.59 

141.67 

4.92 

4 82 

0.10 

0 13 

Sikkim 

17.15 

4.92 

4.42 

0.50 

0 17 

0 33 

1 92 

Ikmil Nadu 

108.00 

668.36 

656.78 

11.58 

24 65 

-1306 

12.10 

Tripura 

8.82 

1 67 

3.61 

-1.94 

0 74 

-2.68 

-30.40 

Uttar Pradesh 

255.80 

247.68 

2.50 22 

2.54 

20 73 

-23.27 

910 

West Bengal 

46.99 

22.13 

45.90 

-23.77 

0 25 

24.02 

-51.12 

All states 

2536.65 

3666.47 

3765 90 

99 43 

202 12 

-301 54 

-M 89 


Source: Performance Statistics of STUs. 1987-88 and 1988-89 and Resiew of Performance 1988-89, 
Central institute of Road Transport. Pune, 1989 


Annexure Table 6; Prk r Charged for Consumiikin and Com oi Stn-i'niNc. Power 



Board 

Average Rate 

Overall Agricultural 

(Paise/kwh) Consumpiion 

Total Operating 
Cost 

(Paise/kwh Sold) 

1 

Andhra Pradesh 

61 7 

4 5 

64.3 

2 

Assam 

92.4 

500 

233 5 

3 

Bihar 

91 5 

94 

1484 

4 

Gujarat 

86 1 

27 7 

101.9 

5 

Haryana 

54 4 

28.0 

79.3 

6 

Himachal Pradesh 

59.2 

20.0 

117.3 


Jammu and Kashmir 

410 

10.0 

108 4 

8 

Karnataka 

71 2 

II 6 

74.5 

9 

Kerala 

52.9 

22 0 

67 2 

10 

Madhya Pradesh 

73 8 

23 2 

82.5 

II 

Maharasht ra 

79 1 

9 0 

84.9 

12 

Meghalaya 

50 0 

21 0 

82.3 

13 

Orissa 

65 1 

22 1 

72.3 

14 

Punjab 

44.0 

92 

94.4 

15 

Rajasthan 

74.6 

29.5 

92.6 

16 

Tamil Nadu 

63.7 

11.2 

86.5 

17 

Uttar Pradesh 

64.4 

22 7 

101.4 

18 

West Bengal 

94.5 

26.9 

122.1 


Sourer. Annual Report on the Working of State Electricity Boards and Electricity Departments, 
May 1989. 
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to two in the course of the next two years 
and this will reduce both administrative and 
compliance costs significantly. In the 
medium and long term, it is important to 
develop the information base through com¬ 
puterisation. Cross checking of returns 
based thereon could lead to improvements 
in tax compliance. It is also important to 
relieve the burden of the tax on inputs 
through a system of set-offs or tax credits. 
With better information systems perhaps an 
attempt could be made to extend the tax base 
to the stages beyond manufacturing on the 
principle of value added. Also, the sales tax 
incentives given for industrialisation in 
various states need to be rationalised. The 
most important reform, however, should be 
to reduce the hindrances on inter-state move¬ 
ment of goods by reducing the tax on inter¬ 
state sales. Proper integration of the 
economy can be achieved only by removing 
such hindrances. Ibtal removal of the tax 
must be the ultimate objective, but in the 
short term, the lax rate could be reduced to, 
say, 2 per cent and to prevent the evasion of 
the tax, consignment tax too could be levied 
at the same rate Proceeds from both the 
taxes can be distributed on the basis of a 
mutually agreed formula to avoid inequity 
arising from the producing slates taxing the 
consuming states. 

Another important tax which needs to be 
rationalised is the stamp duty and registra¬ 
tion fees. The levy of the tax at very high 
rates of IS to 20 per cent has resulted m 
substantial undervaluation of immovable 
property. This has not only led to the eva¬ 
sion of other taxes like the income tax and 
the wealth tax, but has made investments in 
real estates an important source of 
underground economy. The same amount of 
tax can perhaps be collected by reducing the 
tax rate to, say, seven pet cent. This would 
reduce the tendency to undervalue properly. 

(e) Centrai Transh-rs td State;. 

At a lime when structural adjustment to 
reduce fiscal deficit is being undertaken in 
the country, the burden of compression must 
be borne by both the centre and the states. 
However, given that (he stales’ flexibility 
with regard to fiscal matteis is lower than 
that of the centre, reduction in central 
transfers could create severe difficulties 
Therefore, in the medium term, the attempt 
should be to maintain the propoiiioii of 
transfers to central revenues at the .same 
level. Presently, the transfers in the revenue 
account form about 36 per cent of gross cen¬ 
tral revenues and for the next five years they 
could be fixed at the same level. 

The large transfers made to centrally 
sponsored schemes have come in for serious 
criticisms in recent years Although the 
Administrative Reforms Committee sug 
gesled that the assistance to such schemes 
should not exceed one-sixth of the a.ssistance 
given to state plan schemes, this has pro¬ 
liferated to form about 60 per cent. As men¬ 


tioned earlier, many of the programmes have 
been of dubious value, th^ have distorted 
the states’ spending priorities and have con¬ 
tributed to the growth of unproductive 
employment. Therefore, after a careful 
review, there is a strong case for discontinu¬ 
ing a number of these schemes; some others 
which are useful may be transferred to the 
states and only the extremely important 
schemes for poverty alleviation, health and 
family welfare, drinking water supply and 
education may be continued. The reduced 
flow of assistance for these schemes may be 
compensated by giving larger funds for state 
plan schemes, subject to the overall restric¬ 
tion that the aggregate transfers as a pro¬ 
portion of central revenues may be fixed ai 
the current level. 

The predominance of tax devolution in 
the form of shares of individual income tax 
and union exci.se duty in Finance Commis¬ 
sion transfers has created disincentives for 
the central government in collecting more of 
these taxes. With the central government 
preferring to increase administered prices in 
respect of public monopolies, this has also 
become an important source of irritation m 
centre-state relations. It would perhaps be 
belter to determine the .share of the states 
in aggregate central taxes rather than as a 
percentage of the two spcciricd taxes. 
Generally, the shared taxes constitute about 
25 per cent of central taxes, and it would be 
useful to fix the shares at ;>Tat level foi the 
next five years. This woul 1, hi sever, requite 
a constitutional amendme.’'' ai d, therefore, 
must be discussed in detail by all the con¬ 
cerned parties 

A Coni. I uiJiNc; Rt mark 

We have suggested vaiious policy 
measures to compress expenditures, reduce 
budgetary support to public enterprises and 
revise u.scr charges and rationalise the tax 
.systems, keeping in view their feasibility I he 
suggested measures on the expenditure side 
alone eould result in the savings of the order 


of about Rs 7,000 crore. Latying of proper 
fees on Mucation, water rates on irrigation 
and phasing out of subsidies given to elec¬ 
tricity and transport enterprises could result 
in a saving of another Rs 4,000 crore. These 
measures will not only wipe out the revenue 
deficit, but can also generate surpluses in the 
revenue account which can reduce the bor¬ 
rowing requirements. What is more, 
rationalisation in the tax and expenditure 
measures suggested would, in the long run, 
be helpful in restoring the incentives and im¬ 
proving the productivity in the government 
sector. 

Notes 

[This paper has been prepared at the request 
of the union finance minisier. The author 
wishes to acknowledge (he assistance given by 
S Gopalaknshnan Extensive discussions with 
R J Chelliah have been very helpful. He also 
went through the draft of the paper and sug¬ 
gested a number of improvements. Discussions 
with A Bagchi, J I Bajaj, T C Oatta, 

V S Jafa, Sudipto Mundle, V Ramachandran. 

V V Bhanoji Rao, C S Rao. K N Reddy. 
A C Tiwari and V B Tulasidhar have been ex¬ 
tremely helpful. R f^nannan did the word¬ 
processing However, none of them can be held 
responsible for views expressed in the paper.) 

1 The salary bill in the stales in 1988-89 was 
eslimated at Rs 24,331 crore of which, the 
effect of pay revision (excluding arrears) was 
estimated ai Rs 4,358 crore or 18 per cent 

2 See. ‘Emplovmcnt, Past Trends and Prospects 
for I99l)s', Planning Commission, New 
Delhi, May 1990 

3 The relationship has been estimated by 
regressing expenditure on goods and services 
on wages and salary expenditures in a linear 
regression equation, using cross-section data. 

4 The efficacy of redistributive policy at the 
slate level is limited by the mobility of 
populal ion 

5 for details, sec, M Govinda Rao and Sudipto 
Mundle, ‘An Analysis of Changes in Govern¬ 
ment Subsidy al Ihc Stale 1 cveE 1977-78 lo 
1987-88' Paper presented al ihe Seminar on 
.Stale Einances. World Bank and NIPFP, 
April 19-20, 1991 
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University in 21st Century 

A Third World View 

\nirik Singh 

Knowledge, skills and insight are the three basic Junctions which ought to he performed by any university. 
The first two functions are being performed with varying degrees of success m the developing countries but not 
yet the third one. It can beperfo'^med only w hen the balance as between the sciences and the humanities is altered 
and universities in the third wot Id function not as alien or .semi-alien institutions but as growing from the soil 
of each one of them. 


i 

A LiNlVLRSn Y by definilion co\fis ihc 
whole universe of knowledge, both tundu- 
rnenlal and applied !i should not be neces 
sary lo prtividc a dcliriition of wha: con 
stitutes knowledge but one thing >s cleat Not 
only has the concept of knowledge been 
evolving over the centuries, it has also been 
expanding In the IVth century, it was dif 
ficiilt lo imagine that a university would have 
a chan, say, in glass technology The 
customaiy thing then was to have a than in 
chemistry Hut, over the veats, i.hemislr\ h.is 
got split into a I'ltgc monbci ol spi\,alisa 
tions And when it comes to t'-chnological 
uses ol chemistry, there toe ,;!! kind' of 
vaiiations, glass Uchiiot.ig; bemg isne, 
disMlhng being another and so tm 

While a pan of the impulse for this 
expansion .rnd diversification c ine lioni 
evolving technologs, a par: of it cainc fiorn 
the wesigiii man's insatiable dcsiic lo 
dotninale nature, an linetuiing cpicsi fra 
abundance of goods and an nnsloppabie 
Ihiiisl in lavoiit ol new disiovenc" and in 
vcniioiis ITiis cvmiplex of nn mves and deeds 
will'll Is a lew huri'iied veais old in the west 
led 10 the mdusliial rev‘olnii..n and so imicli 
else that went with ,i ind tollowcd it I fie 
industrial icvolnlion has sjs.iw ned a iiumbei 
of subsuliaty revolniioiis, 01 to s(K.al.. and 
currently we arc h\ ing Ihroiigh wirjl is call 
ed the iiiloiIllation levolnlior, 

It IS dillicull lo anli-.ii'atc wful the nest 
round ol changes would bv I his much is 
defiiiile licswevei that, for no less than two 
ccillurics the lories >>t industrial pioduction 
have acquired an estraordiiiaiy momentum 
and have held out the prospect of iininiiiicd 
progress. 

The thrust for progres.s has been so corn 
pelling and its impact on universities so un¬ 
mistakable that anv attempt to overlook the 
link between the two would be self dccciv 
ing While spectacular progicss in almost all 
walks ol lile is undeniable, it ,rlso need' 10 
be noted that mililarisalion lui' oecn, to put 
It somewhat provo nociv, an iiiiporiani 
and, perhaps, an unavoidable part of it In 
other words, research into arms and am 
munitions has claimed a good proportion 
of what coiislitues scieiiiilic reseaich 

While It would be misleading lo claim m 
this regard that everything was done within 
the universities, it would be equally 
misleading to say that what was done in 
research laboraiorics was unimportant Both 
complemented each other’s work and the 


system, such as it is, which evolved around 
the middle ol the 20ih century, has more or 
less continiieil lo pievail Today, while the 
prupoiiion ol .assilied research m iinivci- 
'ilies might tiave gone down, what the 
universities do conli ibutcs, in no small 
measure, 10 what the research laboratories 
eventuallv do 1 rue lias only to look at what 
has bci-n doiii m icspcct c)l space during the 
last half cent;,: v to see that the whok thing 
would have been iiii oiiccivable without an 
active .nut n,i;''i laccted role being played 
by ihc iiuivi ('MH ' 

W ill It c"nii:nif to t'c like this, say, even 
111 i'll' risi . cm i.i V ' f>ne has only to ask the 
question t,> .cc the oomt that so timcli would 
clepcnd ii'pon ibe social, economu' and 
liolitic.i! stiatH ot the woild as it evolves 
dining the next lew decades Wiiluiul being 
nndulv optimistic, 'wo things may be' noted 
One the balance ol nuclear icrroi has led 
to .1 kind of di ad end Possessed wiih means 
ol .ibsolnic d' 'tiuc'ion, as several countiies 
are, eacfi one of itiem is atraicl ol pulling the 
liiggei ! his ha' > < ,ited a certain kind of 
slalcm.ilt ,incl m ''iisequence resulted in 
t.'‘cspeclcd dipf.'iTl.itic sbill ■> and poluical 
.iJ|n 'merits 

Sec viicliy, tl 'pciicnie ot two world 
wars fij' led ii .iroiig Iceling in Fiirope 
ih.u colfaboi.i I lo be prel'eiicd lo 
Itvf.i V. h.ii 111 ' s.iapc f iiropc would 
be . 1 ' .V, tl".'.t ml 'f't' 21si veriluiy is dll 
licnh lo an'i' i; v..||i aiiv degice ol preci 
sioi, bill i'"- tiioa.l ’lends .ire cleai We may 
vviinC'' 'hi enuresp.'t ol ,1 limited Fiuropt 
win, h rnigln cvi nni.illv include both eastern 
1 urope „iul Ku 

What is "iiiglit ii' be underscored is that 
llicie was ,1 close link between social, 
cionomn and poiiiica! changes .ind the 
degree of milil.ui'.ilion thal look place in 
Ihc western world during ihc last few cen 
Inries I tierc is i.othing novel about such a 
lorrnnlaiion c'c" I'longh some people may 
not fi'td n ai! acctplabb.- .Sorite of the 
reieni clc-'.elupnuii;' have given it a new edge 
howc-ver au'f rbe- , need to be liKsked at much 
more clo'i Is ill, 111 beloie 

To pill II 111 Ihc onlext ol the argument 
under di'cns'iori, imivetsiiies do not exist m 
a vacuum I lies aic very much innucriccd 
by Ihc various kinds of pressures lhai are cs 
ertod upon tticiu What is imporlani is nor 
only then fund mg and lacilitics but also the 
choice and av.iliability of academic person¬ 
nel their academic and research program 
mcs. the kind and variety of research done, 
the balance as between the sciences and a 


whole crop of non-sciencc disciplines and 
a do7cn other things. This being ,so, it is im- 
poiiani lo lake a close look, when we talk 
ol the univcrsiiy in the 21sl century, at how 
ihiiigs are evolving in the context of the 
wider world. 

rtiis IS one dimension of how universities 
have evolved during the last couple of hun¬ 
dred years Whai was happening in Ihc socit- 
tv and the economy strongly innucnced, and 
even deteimined, to some extent, the way the 
universities were evolving in the western 
world However, it would be an act of gross 
c'veisimplificalion if one wcie to overlook 
the second dimension of ihcsc developments. 

In course of lime every insiiluiion comes 
to evolve a rhythm of its own and so do the 
universities The fad thai, wiih the passage 
of lime, uiiiversiiicv came 10 attract both 
numbers and talent and represented the top 
of Ihc scholaily pyramid led to far-reaching 
changes It should not be necessary to 
enlarge upon how the universities evolved 
ihioiigh their iiilernal dynamics and moved 
mio ihe cenirc of things in the developed 
world except lo call attention to three points. 

II 

One, while the medieval universities were 
the forciunnei s of the univci sines of today. 
It was in the 19th century that the model with 
which we are most familiar evolved. The 
(ierman variant has been extremely influen¬ 
tial and so have been some of the other 
vananis Perhaps the most dcvminant model 
today is the model that got evolved in the 
middle of the 20ih century In essentials, it 
derived from the 19ih century model but it 
had a gcHxl deal 10 do with the circumstances 
in which the atom bomb was manufactured. 
Whaicvci had been happening earlier (in the 
lirsi hall of this century and even in the 
second half ot the last century) got merged 
into what happened 10 the American univer¬ 
sity in the middle of the 20lh century. Two 
p.ir!iculai strands of it call for specific 
notice 

The firsi one was the extraordinary im- 
pori.ince given to research and us concen¬ 
tration in ,i fc"w selected centres and Ihe other 
was what lamc 10 be called the growth of 
mass highei education Both these develop¬ 
ments occurred side by side and were repli¬ 
cated in a number of other countries also, 
iiiDsi noiablv III fcuropc The Japanese pat¬ 
tern loi instance was slightly difrerenl but 
not III us essentials Similarly the Russian 
pallern had a lew variations, higher educa¬ 
tion, loi insiancc, did not acquire a mass 
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chancier. As to research, much of it was 
done in academies rather than in universities 
and so on. But the emphasis of research did 
not differ all that much from what was hap¬ 
pening across the Atlantic. 

A few other variations can also be refer¬ 
red to but that would not change the basic 
outline of what was happening. A marked 
outcome of these developments was the ex¬ 
traordinary amount of funding that became 
available from the federal government in the 
US and from government sources in several 
other countries. After a couple of decades 
of mounting support, there was a slight 
weakening of the support pattern but mean¬ 
while collaboration binwecn universities and 
industry got under way much more strongly 
than before. One has only to look at the way 
these two agencies have collaborated in 
respect of informatics, biotechnology, arii- 
ficial intelligence and robots to see that a 
new kind of nexus has developed between 
the two. Likely enough it would continue 
and even expand. 

Both Japan and South Korea which too 
follow this pattern have ensured very close 
collaboration between industry and the 
universities. The European experience is not 
dissimilar and it would not be too rash a 
statement to make that collaboration bet¬ 
ween universities and industry is likely to 
grow rather than diminish. I'his inference is 
based on the assumption that both of them 
stand to gain from it. Another way of say¬ 
ing the same thing would be that this 
closeness of collaboration came about at a 
stage where collaboration between the two 
was not only feasible but also productive. 
If this pattern of collaboration is to get 
established into something like a trend, a 
number of consequences are likely to ensue; 
only one of them may be referred to here. 

Most of this collaboration is in respect of 
industrial research and, for the most part, 
is non-military in character. Simultaneously, 
most governments have created a whole new 
sector of weapons research. While they draw 
the expertise from the Universities, this sec¬ 
tor functions more or less on its own and 
with the bulk of the funding coming from 
the government. Industry too docs colla¬ 
borate here and there but the extent of this 
collaboration varies from project to project 
and, in overall terms, docs not eclipse what 
the government provides. All this refers to 
the research aspect. When it comes to pro¬ 
duction, industry evidently takes over the full 
load as it should. 

In other words, the sector of research can 
expand or shrink depending upon the social, 
economic and political forces at work. If 
militarisation does not receive as much at¬ 
tention as it has been receiving all this time, 
this would have a marked impact upon this 
particular sector of research. It is loo early 
to say what would eventually happen, nor 
can one be very definite in this regard. 
Pplitical temperatures keep on changing and 
in a matter like this unless the change gets 
consolidated into a pattern and a trend, it 
cannot have a real impact. 

That is why one hesitates to be more than 


merely tentatiiiie. However two related 
developments are of such a magnitude that 
though already referred to they need to be 
mentioned again. The first one is the grow¬ 
ing consolidation of Europe as an economic 
entity and the second is the collapse of the 
Soviet Union as a superpower. This last 
development has had its impact in the way 
the political scenario in East Europe has 
already changed and may change even fur¬ 
ther. Whether these developments lead to a 
more recognisable or wider shift remains to 
be seen but nobody should overlook the laci 
that research in the universities, and even 
outside, is bound to be strongly influenced 
by these broad trends. 

Ill 

Secondly, allied to this emphasis on 
research in the sciences and technology, there 
has taken place a somewhat parallel develop¬ 
ment. The bulk of talent has been going in¬ 
to the science sector and only a small pro¬ 
portion of talent opts for the humanities and 
the social sciences. This shift started taking 
place in the I9ih century itself. It took place 
much earlier in Germany than in other coun¬ 
tries but the pressures at work were about 
the same. It is a matter of detail which coun¬ 
try gave evidence of its impact earlier and 
which ones did so later. 

In a not so curious kind of way, all this 
was linked up with the changing role that 
certain university disciplines played as fat 
as industrial production was concerned. To 
start with, it was chemistry which took the 
lead. In course of time. Physics began to play 
a crucial role which culminated in the 
development of the atom bomb and space 
programmes. Close behind followed the Lite 
Sciences and, for almost half a century now, 
these closely integrated disciplines have 
begun to claim a considerable pan of talent 

Why a particular discipline comes to play 
a more critical role than other disciplines 
depends, to start with, upon the new world 
of discoveries and inventions that such a 
development can unfold. Equally important 
is the manner in which new centres ol 
knowledge develop and talent gravitates 
towards them Talent is both difficult to 
define and quantify. Nor can it be said with 
any definiteness that talent is discipline 
specific and cannot move lioni one disci¬ 
pline to another. There arc countless ex¬ 
amples of how talented persons move from 
one discipline to another, and with success. 
Consequently it is important to take into ac¬ 
count the promise that one discipline holds 
out as compared to another 

Since It IS the sciences and the various 
forms and manitestations of technology that 
have occupied the centre of the stage for over 
a century, there is nothing to be surprised 
at the fact that talent has been moving in 
that direction. To put it another way, when 
the shift-away from the classics started tak¬ 
ing place in the 19th century, it was in 
respon.se not to changing fashions but to 
changing trends, chiefly of an industrial and 
economic kind. Over the decades those have 
got intensified and today at the end of the 


20th century it is a matter of genuine con¬ 
cern to academics everywhere that the 
humanities and the social sciences do not 
attract as much talent as the sciences and 
technology do. This incidentally is a pheno¬ 
menon which is to be found not only in the 
developed world, it is also to be encountered 
in the developing world. 

The promise of unlimited progress unveiled 
by the industrial revolution a couple of cen¬ 
turies ago was not a false promise. So far 
it has gone from one breakthrough to 
another. When one looks at the growth of 
knowledge, it becomes apparent that at a 
time when one feels that a particular mode 
of knowledge is not now likely to yield as 
much as it did at one time, through a com¬ 
bination of circumstances which it is not 
necessary to examine here, a shift takes place 
and a new vein of knowledge opens up and 
there is a fresh crop of discoveries and in¬ 
ventions. The shift from chemistry to physics 
and to life sciences illustrates this process. 

How long will this kind of thing go on? 
It IS difficult to answer this question. The 
experience so far has been that there may 
be a temporary pause as far as the growth 
of knowledge in a particular branch or 
dhscipline is concerned and there is never a 
dead end. Technology however keeps on 
growing almost all the time and. before long, 
exerts an upward influence on the growth of 
knowledge. Whether there are limits to this 
kind of a process or not is a moot question 
and for anyone to venture a definite opinion 
would be rash, if not downright unwise. It 
one goes by the experience of the last one 
century or so, t he vistas appear to be endless, 
fhe growth of technology sometimes keeps 
pace with the growth of knowledge and, on 
iK’casions, outstrips it. 

At the same lime it should be recognised 
that a good deal of this growth in technology 
has taken place m response to the growth of 
militarisation If militarisation slows down, 
as there appear to be some indications of 
late, the pressure on technology would also 
slow down to that extent Once that starts 
happening, the issue to raise would be what 
would happen to the universities Industry 
can adapt much more rapidly and decisively 
than universities can but the universities too 
might be obliged to trim their sails to the 
changing winds Should that start happening, 

It would not be a surprise that there is a shift- 
away from the sciences and technology and 
in favour of the humanities and the social 
sciences. 

IV 

Thirdly, there is another dimension to this 
problem and it derivc.s from the foregoing. 
When the focus is on the sciences and 
technology and the humanistic disciplines 
do not receive the same measure of atten¬ 
tion, the character of the university as also 
the social role it can play undergoes a funda¬ 
mental kind of change. Science is universal 
in character. In regard to technology there 
can be, and are, some local variations. This 
depends upon the state of economic develop¬ 
ment, the kind and availability bf manpower 


224 


Economic and Political Weekly February I, 1992 



«i|d Hich other coosiderMiom. But whatever 
be the nature of technology adopted in a 
country, in essence it relies upon the scale 
and mode of operations which became 
possible after the industrial revolution. 

When therefore a university is oriented 
towards science and technology, what it 
seeks to achieve or perform is not particular¬ 
ly different from another university. The 
degree of achievement can vary from one 
university to another. Whether a university 
is located in the US or Vietnam does not 
therefore matter. Their thrust and character 
can be different only when a university con¬ 
cerns itself with the local language, culture, 
society or philosophy. In other words, if a 
university has to be integrated with the social 
setting and the community in which it 
operates, it has no option except to act as 
a repository and promoter of its cultural 
wealth. 

As long as the focus in the contemporary 
university continues to be on the sciences 
and technology, it is the universal character 
of the university which would unavoidably 
come into prominence. That is precisely 
what has happened during the last louple 
of hundred years. The university as we know 
it today is essentially a western invention. 
They are now to be found in the rest of the 
world also but it needs to be acknowledged 
that the process of transplantation has not 
succeeded beyond a point. In terms of its 
predominant current concerns, the focus is 
on the non-hiimanisiic character of (he 
university. 

To put it another way, a univcrsiiv in 
Papua and Mew Guinea and another one in 
Sweden or Switzerland cannot be all that 
different Both of them do the same thing; 
instruct and research in physics, chemistry, 
mathematics and so on When ii comes to 
life sciences, earth sclcnce^, etc, there are 
variations no doubt but those arc within cer 
tain pre-delined limits. But when ii comes 
to history or sociology or political science 
or philosophy or even public administration, 
the variations are not only unavoidable hut 
are a part of the overall academic ilirusi 

The situation in regard to all these 
disciplines vanes Irom country to country 
and it is only when the diversities are laken 
into account that the stKial sciences and ihc 
humanities take on depth and meaning as 
also relevance. In a sense, the accent on the 
sciences tends to homogenise w hercas the ac- 
cent on the humanities allows for and dwells 
on the diversities. No wonder, it is ihe 
homogenising aspect of the university which 
IS encountered in universities even in the 
third world. This puts them at par with 
universities in the developed world in one 
.sense. But in another sense, what universities 
do in the non-developed world (dealing with 
local concerns and issues) is of little oi 
marginal relevance to the indigenous 
population. 

This, in brief, is the explanation for 
universities in the third world being what 
they are: flowers stuck in the midst of mud. 
Universities do not always address them¬ 
selves to the problems of those countries in 


which they are located. Foot schooiing, lack 
of resouices, unavailability of expertise and 
a number of other factors are important no 
doubt but the factor which operates most 
decisively to the disadvantage of these 
universities is the fact that their concerns are 
universal rather than indigenous. 

Outside the developed world, universities 
have on the whole failed to get indigenised 
to the extent that (hey should have As stated 
already, a university deals with the universe 
of knowledge But what constitutes know¬ 
ledge? Is it something that is abstract and 
absolute? While some aspects of knowledge 
do conform to this description, properly 
speaking, knowledge is of two kinds; univer¬ 
sal and local. While ihe universal aspect of 
knowledge has been able to strike roots in 
some of the universities located in develop¬ 
ing countries, the indigenous concerns have 
for the most part remained neglected and 
will likely enough get the attention due to 
them when there is a noticeable shift in 
favour of the humanities and the social 
sciences. 

It does not follow Irom this that a third 
world university has to be indifferent to 
science and technology Within their limited 
means, they arc not indifferent even today. 
What they seek to achieve however gets 
blunted in its impact because of the 
backwardness of the economy in which they 
operate. 

This disability could have been overcome 
to some extent had the humanistic orienta¬ 
tion of the university been in tune with the 
social and cultural life of the community 
I hat does not happen The faculty, even 
when It IS native to the soil, has its ihinking 
cast in a mould winch is not in tunc with 
ihings around it Dissonance between Ihc 
two is thus inevitable 

Once the internal balance between the 
sciences and technology on the one hand 
and the humanities and the social sciences 
on the other begiiK to change, it would 
signify two shifts ol emphasis One, it would 
mean a narrowing ol the gap between 
universities in the developed and the develop¬ 
ing world And secondly, the university as 
a cultural force would get more and more 
attuned to the needs and demands ol l!ic 
country where it is located. 

\ 

Most of whal has been said above con 
corns the developed world I n geographical 
terms, this refers lo the west though Japan 
too belongs lo ihis category in the wider 
sense of the term Where docs the third 
world come into if’ 

This pan of Ihc world is not only veiv 
large embracing something like more than 
three-fifths of i he woi Id population, it is also 
spread over three continents, Asia, Africa 
and Latin America The situation dillcrs 
Irom courtry to country and in parts of 
Alriea and South Asia it is .so dismal that 
lo talk of ihcni and the rest of the third 
world in ihe same breath is, in a sense, an 
act of disioriiori And yet this is unavoidahlc 
They share the common disability of techno¬ 


logical backwacdneH and tb« lack of com¬ 
patibility between the indigenous culture and 
the hidden agenda that the contemporary 
university embodies in its outlook and 
working. 

There is nothing conscious or planned 
about this hidden agenda. Nor is it parti¬ 
cularly different from the way universities 
are run in Ihe developed world. If there is 
lack of alignment or adjustment, this is 
because of the fact that a university in the 
third world is a hangover of European ex¬ 
pansion into Ihe rest of the world and the 
colonialism that followed. While Ihe pheno¬ 
menon of decoionialisation has by now been 
almost completed, the decolonised countries 
have not yet been able to come into their 
own. Why this has happened is a very large 
and complex question, but one aspect of it 
needs to be noted. 

The division of the contemporary world 
in recent decades into two hostile camps 
led to confrontation between them. This 
unavoidably meant several things, including 
concentration on building up military 
strength, development of new types of 
weapons, Ihe use of space for military pur¬ 
poses and a whole host of other things. In 
this difficult situation, the third world had 
no choice except to fumble and stumble on 
Its own. A handful of countries were able 
to move out of the orbit of underdevelop¬ 
ment, pressure of population, tack of capiud 
and all that goes with It but the bulk of them 
continue to wallow in poverty and misery. 

Will this change, say, within the next half 
a century or so? It is difficult lo say. The 
chances of .some of them being able to per¬ 
form better than they have done so far are 
there but Ihc whole lot of them being able 
to overcome the barrier of underdevelop¬ 
ment looks improbable. To assume that the 
developed world would help the under¬ 
developed world in a decisive way is to ig¬ 
nore the experience of the recent past. But 
to assume that there would be no change 
whatsoever in the changed geo-political 
situation would be equally misleading. 

How do the universities fit into this argu¬ 
ment? Universities are a part of the develop¬ 
ment process and contribute to it in a variety 
of ways, including their signal capacity to 
add to Ihe productive capacit y of a country 
and thus reduce the pinch of want and scar¬ 
city. But how IS It that as of today univer¬ 
sities in (he third world are unable to play 
this role with any degree of effectiveness? 
The simple answer is that their relative in- 
ctfectivcness is built into the dichotomy 
between the developed and the developing 
world. 

It IS not an accident that even where fun¬ 
ding of the requisite magnitude (Kuwait, for 
instance) has been available, even in those 
couniiics universities did not evolve into cen¬ 
tres of higher learning and research to the 
extent that they could have, though they did 
undoubtedly contribute lo some extent to the 
pool of skilled manpower in those countries. 
While ample landing has been available to 
those universities, several other supporting 
factors which arc in the nature of prere- 
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quiiites were not available. This, irt it be 
said, is a part of the basic division between 
the developed and the developing countries 
that exists today. 

There are, it is perhaps necessary to re¬ 
state, two basic reasons why universities in 
the developed world are able to perform bet- 
let than universities in the undeveloped 
world. One is their undoubted contribution 
to the forces of production and the second 
is that universities in these countries are not 
out of step with the tradition and ethos of 
the concerned c6untry but are an integral 
part of it. In the western world the univer¬ 
sity tradition derives largely from two 
sources—one, the classical heritage of 
Greece and Rome and. secondly, the Chris¬ 
tian tradition. These various ingredients got 
merged into the concept of the university in 
the 19th century. There were upsets no doubt 
(for instance, the rise of science as an in¬ 
tellectual force) but, by the time the 19th cen¬ 
tury closed, those tensions had been more 
or less sorted out and a new kind of balance 
established. 

It is important to reiterate that, like several 
other institutions, universities in the third 
world are also a part of the European ex¬ 
port to the rest of the world Countries like 
India and China might have had a tradition 
of organised scholarship but the tradition 
had got disrupted (juite some centuries 
before the advent of the Europeans on the 
scene. To put it another way, universities as 
constituted at present are not a continuation 
of the old tradition even where it had existed 
but are m the nature of a new implantation 

Both the roles that universities have played 
in the western world cannot be played in the 
third world countries except beyond a point 
As far as aiding the forces of production was 
concerned, there were constraints: the 
stranglehold of colonialism at one time and 
its continuance in the lorm of neo-colo- 
nialism later. No wonder universities were 
hardly able to play that seminal role which 
they had played so effectively in the 
developed world. 

When It came to universities playing the 
role of cultural interpreters, there was a basic 
dichotomy that they could not escape. All 
these countries were operating in a milieu 
which was at odds with the cultural milieu 
in which this implantation from the west, 
called the university, had operated. This is 
what explains why the social sciences in these 
countries operate through concepts and 
categories evolved in the developed world 
and are, more often than not, sought to be 
applied to the third world countries. 

Furthermore, for a couple of centuries, it 
IS the western scholars who have researched 
into their languages, literatures, philosophy, 
religion and such other cultural constructs. 
The work of these scholars more or less 
determines the parameters of what obtains 
in the third world by way of scholarship and 
the re-definition of tradition. Occasionally 
attempts have been made to transcend these 
limitations but so far they have not succeed¬ 
ed in any significant way. 


VI 

It is time to try to pull together some of 
these disjointed strands of analysis. The 
underlying thesis sought to be projected here 
is that in the next half a century or so, or 
may be even longer than that, the western 
world get drastically reoriented. What would 
be its shape and contours is a question that 
does not have to be gone into. All that one 
has to recognise is the very strong probability 
that the world is poised on the edge of a 
major transformation. 

After having mastered the forces of 
natures to a substantial extent, the world is 
obliged today to undertake a restructuring 
of Its social and political arrangements. Even 
ii this does not come to pass to the extent 
anticipated, one thing is almost definite. The 
prospect ol total annihilation of mankind 
has created a situation which does not per¬ 
mit the world to go back to the pre-l94S 
days. In plain words, it is not possible to 
disinvent the atom bomb. Having been once 
invented, it has completely and totally 
changed the terms of political discourse and 
action 

Should this line of reasoning be accepted, 
It would have an undoubted impact on 
everything, including the universities. In 
terms of the balance within the univeisity 
world, this would mean a relative de- 
emphasis on the sciences and technology and 
greater emphasis on the humanities and the 
social science!!. This would also impiy several 
far- reaching and comprehensive changes in 
the social, economic and political situation 
of the developed woild. One incidental out¬ 
come of the cnangc of focus would be a dif¬ 
ferent attitude towards the third world What 
It would precisely lead to may be left to the 
realm, of speculation but tt is not unreasona¬ 
ble U. believe that certain crucial changes 
would lake place in the interaction between 
these two worlds and would perhaps lead to 
a different ambit ol relationships between 
their respective universities 

VII 

Two key issues may be referred to here 
These are in the nature of preconditions for 
any kind of change or reorientation in the 
role and performance ol the thud world 
universities. One would be a reversal of the 
brain drain syndrome, at least to some ex¬ 
tent The third world countries are losing 
talent to the developed world to an unbelie¬ 
vable extent. I his is happening not because 
it has been planned thlit way but because of 
the social and economic policies that have 
been at work lor much longer than half a 
century. 

Talent had been flowing from Europe into 
the new world liom the 19th century on¬ 
wards The process got quickened with the 
rise ol fascism in Europe. Since the end of 
the Second World War, it is chiefly the third 
world which has been losing talent, largely 
to north America and partly to other coun¬ 
tries. T.he widening social and economic gulf 
betweer; these two sets of countries has also 


contributed significantly to this phenomenon. 

This process can change provided some 
of the other changes also take place. The fact 
that universities and research institutes in 
these countries can make life professionally 
rewarding for those who migrate is because 
of the way social and professional life is 
organised in these countries as also the 
superior resources that are available to them. 
This issue has so many facets to it that it 
IS not possible to pursue them in detail ex¬ 
cept to refer to it as one of the things that 
has to happen if universities in the third 
world have to grow into institutions which 
can perforin as expected. 

To concentrate talent in the developed 
world at the cost of the underdeveloped 
world IS no way of building a stable and pro¬ 
ductive world. In addition to the various 
other changes that ought to and may take 
place, this change too will have to take place. 

There is also a second handicap which the 
developing countries would have to over¬ 
come. The emergence of English as almost 
the lingua Iranca of the world is having two 
outcomes: one of them is positive and the 
other IS not .so positive. The fact that there 
IS now a language which has increasingly 
come to acquire an international character 
makes it easier to communicate with one 
another globally. This is a positive develop¬ 
ment At the same time, however, it is also 
working to the disadvantage of developing 
countries. Because of the prolonged colonial 
impact, or even otherwise, most of them 
have found it difficult to build up their 
languages as vehicles of advanced know¬ 
ledge and research. This, if one may venture 
to say so, is the negative aspect of the growth 
of English as an international language. 

Languages grow when they are used. If 
they arc not used as carriers of knowledge 
and research, they fail to grow. This is 
precisely what is happening in substantial 
parts of the third world. It may be asked how 
is English to be blamed for it. That is not 
the issue. The issue is that in a situation 
when, operating through the medium of 
English, a researcher or a scholar can be in 
contact with almost half the developed 
world, why should he operate through a 
language which limits him both in geographi¬ 
cal and academic terms? 

The sire of the reading public thus is a 
crucial determinant of how and why langu¬ 
ages grow. With 40 per cent or so of the 
world's knowledge being first disseminated 
through the medium of English, it is ex¬ 
ceedingly difficult for any new language to 
carve out a place for itself In other words. 
It IS difficult to set up a small shop when 
others in the neighbourhood belong to a 
chain and have all the advantages of large- 
scale organisation and superior 
management. 

l anguages like Japanese and Chinese are 
used by substantial number of people. They 
have solved their problem to some extent by 
using their own languages as vehicles of 
higher learning and research and by treating 
English as the most important foreign 
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tongume which it is useful for them to team 
uid acquire expertise in and become a part 
of the international circuit. But what about 
a language like Arabic? , 

It is spoken in about two dozen countries. 
Us classical heritage is not weak or incon¬ 
siderable either. At the same time, because 
of economic and political factors, both of 
which have managed to keep quite a few of 
these Arabic-speaking countries off balance, 
Arabic has failed to emerge as a language 
which is the carrier of new thought and 
technology. Though more favourably situated 
in certain respects than even French or Ger¬ 
man, Arabic has failed to register that kind 
of progress which it could have made. On 
the other hand, the Soviet Union managed 
to overcome this handicap and achieved a 
position of pre-eminence during the last half 
a century or so. 

All this is a way of saying that languages 
grow end prosper owing to a variety of 
reasons some of which are not necessarily 
academic or scientific in character. Without 
being able to operate through a langusge 
which is their own, an important sector of 
universities in the third world is unable to 
project the richness and diversity of the 
country in which they are located. This also 
comes in the way of universities becoming 
a part of the local ethos and tradition. More 
than that, universities in those countries are 
sometimes looked upon as foreign enclaves 
which have no indigenous roots or local 
commitments. The homogenising conse¬ 
quence of the dominance of sciences and 
technology manifests itself in this disconcer¬ 
ting way. But what about the other equally 
important role of a university? That remains 
neglected. 

On the whole, most pressures have been 
in favour of homogenisation whereas the 
growth and enrichment of diversities is a 
task which has remained unperformed, or 
almost so. Universities in the third world 
have for the most pan failed to get indigenis- 
cd except marginally or in fits and starts 
While the function of impaning both know¬ 
ledge and skills has been performed to some 
extent, they have failed to perform the third 
crucial function which is no less important. 

Knowledge, skills and insight are the three 
basic functions which ought to be performed 
by any university. The first two functions arc 
being perform^ with varying degrees of 
success in the developing countries but the 
third one is yet to be performed. And this, 
if one may say so. can be performed only 
when the balance as between the sciences 
and the humanities is altered and universities 
in the third world function not as alien or 
semi-alien institutions but as growing from 
the soil of each one of them, is this putting 
it too strongly? The answer to it would de¬ 
pend upon where one is located and where 
one's sympathies lie. 

(ftper presented at a seminar on ‘The Univer¬ 
sity in the 2lsi Century’ convened to celebrate 
the first centenary of the University of Chicago 
on October 4-5, 1991.) 
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Controversy over Formation of Reserve 
Bank of India, 1927-35 

Adilya IVIukherjet* 

The controversy over the setting up of the Reserve Bank of India, preceding its inauguration in 1935, brings 
out how Britain sought to protect its financial interests in India by maintaining control over the financial policy 
of colonial India. The Indian capitalists acted not only as representatives of their own class but as spokesmen 
of anti-imperialist national economic interests in resisting British manoeuvres. 


THE prolonged controversy preceding the 
actual inauguration in April 1935 of the 
Reserve Bank of India (RBI) clearly brings 
out how Britain sought to exercise firm con¬ 
trol over the financial policy of colonial 
India. The tracing of the historical origins 
of the RBI demonstrates—especially when 
contrasted with the manner in which the RBI 
was conceived and operated since indepen¬ 
dence—how institution such as these essen¬ 
tially acquire their character from the 
political and economic nature of the regimes 
that operate them. I will in this paper discuss 
some of the major aspects of how, through 
the RBI, Britain tried to protect her finan¬ 
cial interest in India, including that ol main¬ 
taining a steady stream of remittance or 
transfer of surplus. Ironically, the RBI was 
created and used as an instrument of col¬ 
onial exploitation m the very period which 
many claim ushered in the process of 
decolonisation I will also discuss tite Indian 
resistance to British manoeuvres in this 
regard especially that put up by the Indian 
capitalists, who spearheaded the nationalist 
position on this question. The capitalists 
here acting not only as representatives of 
their own class but as spokesmen of anti- 
imperialist national economic interests. 

The controversy over the RBI is divided 
over two phase.s. It began with the Hilton 
Young Commission recommending (in 1926) 
a Reserve Bank and the introduction of a 
Reserve Bank Bill in the Central Legislative 
Assembly in 1927 by Basil Blackett, the 
finance member. The second phase coincid¬ 
ed with the constitutional discussions (in the 
early 1930s) associated with the Round Table 
Conferences and culminated with the discus¬ 
sions on the RBI Bill which was once again 
put before the assembly in 1973. By this time 
the colonial government's intentions had 
become clearer and so had the positions on 
the Indian side. 

First PHASt 1927-1928 

Following the recommendations i>f the 
Hilton Young Commission the government 
of India in consultation with the India Of¬ 
fice circulated a draft bill, in March 1927, 
for a Reserve Bank in India, on the basis of 
capital subscribed by private shareholders 
and a Cold Bullion Standard, i e, no gold 
current to be in circulation in India.' The 
main argument given in favour of the 
shareholders plan was that it would enable 
the bank to work independently and elimi¬ 
nate ‘political* pressure. The arguments 


against a gold currency were the same as put 
forward by the Hilton Young Commission, 
as discussed elsewhere.' 

However, there was a strong Indian op¬ 
position to these prupo.sals among the na 
tionalists and leading Indian capitalists In 
August 1927, the loinl Select Commiiteeol 
the assembly to consider the RBI Bil, voted, 
under the energetic persuasion ol Purshol- 
tamdas Thakurdas, by a majoiiiy, aftainsi 
a shareholders bank and fur a state-owned 
bank.' Sensing the political and business 
opinion in the country the governnieni ol 
India in June 1927 urged the secretary ol 
slate to agree to certain concessions on the 
questions ol ptivaie shareholders and a gold 
currency for India. The government ol 
India, inter aha, iccommendcd a plan 
whereby the capital of the bank would be 
pul up by the slate and not by private 
shareholders and while the majority of the 
directorate of the bank would derive their 
mandate directly or indirectly from the 
govern/neni, a small minority of the board 
would be elected by European and Indian 
chambers of commerce ■* The viceroy also 
aigued:' 

It would be a re.il misfortune il we had lo 
drop the hill and lall back on an uilempi lo 
treat Currency Aci passed in March as final 
selilenieni, instead ol being what it was, a 
merely mierim measiiie If the bill is lost it 
will be dilficiili. it iiol impossible to conceal 
the faci that it w ill have broken down on our 
relusai to make a concession which admit¬ 
tedly does nol inlnnge the principle of the 
bill, and that oiir lelusal was due., .to orders 
from I ondon On ihe other hand, there will 
be tny pohiual inhania^c il we can carry the 
bill with general asseni 
The .secretary ol state, on his part while 
recognising the “political advantages of con¬ 
cession”, told he government of India in no 
uncertain terms that the could not allow 
‘political considerations’ to determine a 
“question so delicate and intricate as that 
of the currency The scvreiary of state had 
initially (July 1927) "neluctaiilly...acquiesced 
in non-shareholder's bank”, picyvidcd. inter 
alia, that the “board of the bank would not 
in any way be answerable to the legis¬ 
lature”.' However, once the Joint Select 
Committee of the legislature "rejected a 
clause in the draft bill excluding members 
of the legislature from eligibility for the 
board and further proposed that six of the 
directors should be elected by the elected 
members of the central and provincial 
legislatures”, the government of India and 


the secretary ol state reverted back to the 
shareholders plan." 

When the matter came up before the legis¬ 
lative assembly the government of India, 
keen to reach a workable compromise, once 
again began lo explore various “schemes for 
a bank on a non-shareholder basis”, in¬ 
cluding a plan w here Ihe board of directors 
would consist ol, apart from the government 
nominees, non-ofticial members ot the cen¬ 
tral legislature, representatives of Indian and 
Luropcan Chambers and members elected 
by stockholders ol government of India 
Reserve Bank stock.'* The British govern¬ 
ment and the Bank ol England were furious 
at these proposals, especially at the finance 
member Blackett's role in formulating them. 
Blackett, who had gained considerable 
popularity in India lor his stand, was not 
asked to resign only to avoid adding to bis 
“halo of a confessor. ..that of a martyr" and 
also to 'conceal', as far as possible, the dif¬ 
ferences between the government of India 
and the secretary of stale The ‘wisest course* 
was thought to be to “put the bill into cold 
storage until Blackett has left the country 
and when the i ime comes to re-introduce the 
bill”. Further, tor the future, Birkinhead, the 
secretary ol slate, made it absolutely 
clear:"’ 

We mleiid firmly lo adhere lo Ihe pure 
/•os/ieh-a vhaieholderv’ bank, no political in¬ 
fluence direct or indirect and no Gold Mohur 
(Gold Currency). If India wants a bank on 
these terms it can have it. II nol it must do 
without as long as I am secretary of slate. 
The supremacy of Whitehall on this ques¬ 
tion was thus firmly asserted and the bill was 
for the time being abandoned, mainly on the 
ground that the legislature refused to .“ac¬ 
cept provisions which in the eyes of the 
government would protect the Bank from 
political influences” " 

Significantly, the chief ground of Ihe Indian 
capitalists' opposition to the government 
proposals was that it failed to achieve what 
was for them and the critics of the govern¬ 
ment, the “main attraction, of Ihe Reserve 
Bank..., that it (would) take away the power 
of control of currency and dictation of it 
from Whitehall... from six thousand miles 
away”.'^ Il was fell that the government 
proposals regarding the capital and direc¬ 
torate of the bank did nol “ensure... that the 
bank will be carried from the point of view 
of serving the requirements of India first and 
foremost and the requirements of anybody 
else, including... even the requirements of' 
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England, after India’s best needs are 
served”” 

The capitalists were afraid that placing the 
responsibility of the directorate of the bank 
on private shareholders would lead to a 
situation much worse than before, where the 
influence of Whitehall and the India Office 
would be replaced by a “set of persons com¬ 
pletely irresponsible, completely ungettable 
at”.” The fear was that non-Indian 
businessmen and financiers in India would 
thus acquire a dominating position.'' 
Besides, it was pointed out that, in the 
government proposals, the shareholders 
would have “a paltry 5 crore” investment, 
that too with guaranteed dividends as in the 
railways. Their ‘stakes’ in the proper running 
of the Bank would thus be marginal. "The 
idea of a private capital company” for the 
purpose of the bank was therefore “an idea 
which (had) only to be mentioned in order 
to be rejected”.'* The capitalists instead 
favoured the principle of a state bank.'^ 

Further, it was said that private capital was 
brought in to have ‘a nominal electorate’, if 
not a ‘sham electorate’, in the name of en¬ 
suring that the bank had ‘independent direc¬ 
tors’.'* The capitalists also accused the 
government of not bringing about a single 
amendment, out of the large number of 
amendments put forward, to meet their de¬ 
mand that the directorate of the bank 
“should be predominantly Indian”.''' 

Control over the bank by represeniaiive 
Indians was thus one of the basic demands 
of the capitalists. It was with this perspec¬ 
tive that Purshottamdas put up a spirited 
defence of the demand, strongly made in the 
assembly by Lala Lajpat Rat, Madan Mohan 
Malaviya and others that the legislature 
should form a part of the electorate of the 
bank. The government argument that this 
would open the bank to ‘political influence’ 
was dismissed on several counts. 

First, it was said that the very “idea ol 
keeping the bank free from political in¬ 
fluence” was a “sham”, fcven the business 
community, who would be the electorate in 
a private shareholders bank, could not tree 
itself of a political outlook however much 
they might so desire. In fact, Purshotiam- 
das argued that his own constituency, the 
Indian Merchants Chamber, was forced in 
response to government action to be “rnorc 
deeply political’’ than any other commercial 
constituency.^* 

Second, it was pointed out that “political 
influence should be avoided in every coun¬ 
try which has full democratic institutions, 
bmuse there "the party in power has all the 
patronage at its command and therefore 
anything which may have open political in¬ 
fluence means the influence of the party..” 
In India, however, “it is the government that 
have the patronage, it is the government that 
can exercise political influence The only dif¬ 
ference is that.... (they) will not call that 
‘political’ ”. The ‘boot’ was, therefore, clearly 
‘on the other leg’, i e, rather than guard the 
bank against the influence of the non- 
offleia) benches of the legislature there was 
need to guard it against the influence of the 


‘executive’, the government.*' 

Third, the idea that in the existing condi¬ 
tions the Indian legislature could exercise any 
political influence even faintly comparable 
to the far greater influence of the govern¬ 
ment was ridiculed. As Purshottamdas put 
it on the floor of the legislative Assembly, 
“to say that the legislatures of India, as at 
present constituted..., are likely to exercise 
any influence which can count, or winch is 
more sinister or more anti-Indian than the 
political influence exercised by the govern¬ 
ment of India as at present constituted, is 
a proposition which will require a good deal 
of beating for its extraordinary extra¬ 
vagance” 

It was perhaps keeping in mind the 
political structure and the consequent power 
balance in colonial conditions that Purshot- 
tanidas, while arguing for the formation of 
a Reserve Bank with greater control ot those 
who would run it on national lines, was not 
“prepared to expect financial swaraj in this 
measure”. Arguing against those who ex¬ 
pected It to be so, he said that it wa.s not 
possible to “have nnancial swaraj before we 
have political swaraj, because both finances 
and military power are important to political 
supremacy”*' The ultimate solution was 
thus, yet again, seen in political indepen¬ 
dence. 

Before going on to discuss the second 
phase of the controversy over the Reserve 
Bank, a brief mention may be made ol some 
other objections that were pul forward by 
the capitalists at this stage regarding the 
various government proposals 

First, It wa.s said, “under the scheme ol 
bullion standard as proposed under this bill 
India can never get a gold currency even after 
20, 30 or 40 years”. What was necessary on 
the other hand “to prevent future manipula¬ 
tions by the government” of the currency 
system of India was a Gold Standard with 
gold currency.*^ The very function of the 
future Reserve Bank asserted B F Madon, 
was to maintain India’s current^ at par with 
gold, safeguard her gold reserves which were 
repeatedly transferred to Lngland by selling 
unlimited amounts of council bills, and to 
control credit All this could be achieved 
only il a Gold Standard with gold currency 
was adopted in India. 

Second, it was pointed out that the 
schedule of banks to be brought under the 
control of the Reserve Bank contained very 
few banks com rolled by Indians—only seven 
out of 26 And out of these seven, one, 
Allahabad Bank, was controlled by a British 
bank, the P and O Bank, and another, the 
Imperial Bank, “(owed) its existence a great 
deal to assistance Irom government”.** If 
the new Reserve Bank was to act as a 
bankers’ bank in the best interest of India, 
mainly for the benefit of Indian industries 
and trade, then, it was said, ’‘we should see 
to it that more Indian banks are included 
in the schedule and those banks which have 
not much connection with Indian business 
and trade are excluded’’** 

Lastly, it was said that as it is there were 
very few indigenous banks which were large 


enough to qualify to be included in the 
schedule of the R^rve Bank and now the 
condition that these banks would have to 
compulsorily put 71/2 per cent of their cur¬ 
rent account deposits and 3 per cent of their 
period deposits with the Reserve Bank would 
seriously threaten the very existence of these 
fledgling indigenous banks if they were 
brought under the Reserve Bank under these 
conditions.*" 

SFtOND PHASt 1930-33: BRITISH View 

With the commencement of the constitu¬ 
tional discussions in the Round Table Con¬ 
ferences (RTCs) in the early 1930s, the ques¬ 
tion of the transfer of responsibility in the 
crucial area of finance became the major 
bone of contention. The British government 
anticipated that “Indian delegates [to the 
RTC) (would) press strongly for a complete 
surrender of financial control”. Britain was, 
however, unwilling to concede this demand 
as It would threaten British imperial and 
business interesi.s, especially the maintenance 
of remittance on account of Fiome-Charges 
and the servicing of foreign investments and 
loans The Reserve Bank was seen as one 
crucial component of a strategy for safe¬ 
guarding these interests. 

In December 1930, an India Office note 
argued that “as the government of India 
becomes decrcasingly bureaucratic and in¬ 
creasingly political in complexion”, i e, as 
steps ari^aken towards the “development of 
self-government in India.. the creation of 
a Reserve Bank becomes an... urgent 
need”.'" The constitution of the Reserve 
Bank, ot course, would have to be so drafted 
as to safeguard it from ‘political influence’ 
such as that of the legislatures: and all 
pressures of Indian opinion on this count 
would have to be resisted." “Until such a 
Reserve Bank had been created” it was con¬ 
sidered to be “out of the question to relax 
the scx'ietary of state’s control over monetary 
policy”.'* 

In the British official as well as the non- 
official" view, in sharp contrast to the In¬ 
dian view, the Reserve Bank was thus seen 
as one method of continuing to ‘safeguard’ 
British financial interests in India. Samuel 
Floare, the secieiary of state, in a meeting 
of the cabinet committee to consider finan¬ 
cial safeguards, made this amply clear. He 
said, “1 do definitely accept the safeguard 
of the Reserve Bank as being the only ef¬ 
fective financial safeguard in the event of the 
transfer of responsibility..!’ Hosvever, he add¬ 
ed that though the Reserve Bank was crucial 
it was not enough of a safeguard. He said, 
“so far as I know there is no difference of 
opinion between the government of India, 
the IVeasury or the India Office upon the 
necessity of having general financial safe¬ 
guards, even after the Reserve Bank is set 
up, and in a single sentence those general 
safeguards would be first of all the Reserve 
Bank, second the financial adviser (answera¬ 
ble to the governor general and the secretary 
of state) and thirdly the special respon¬ 
sibilities placed upon the governor-general 
for seeing, for instance that the Imperial 
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chartes are met in the budget..!’^ 

Evidently, if the Reserve Bank was to 
operate as a ‘safeguard’ for British finan- 
ciai interests, then its constitution, role and 
powers had to be very strictly defined, not¬ 
withstanding all the ofricial talk of creating 
an ‘independent’ bank. The following guide¬ 
lines were, therefore, clearly laid down. First, 
while the Reserve Bank was to be kept free 
of ‘political—meaning nationiist—influence, 
the formation of the bank was not to “relieve 
the secretary of state of his responsibility in 
respect of the sound handling of Indian 
Finance as a whole”.’’ 

Second, the impression gaining ground 
among Indians at the Round Table Con¬ 
ference that the Reserve Bank was to fix the 
exchange ratio for the rupee was categorical¬ 
ly contradicted. It was asserted that the 
“primary duty of the currency auihjrity”, 
i e, the Reserve Bank, was to “maintain the 
statutory ratio, whatever that ratio may be". 
In fact, it was said, the only way of ‘protec¬ 
ting India’ from the ill effects of a possible 
surrender to the pressure to abandon the fix 
ed statutory Is 6d ratio for a lower ratio wa.s 
to “insist that in this matter the Iasi word 
will remain with Ihe British government'’.'^ 

Third, it was made clear that Ihe poweis 
of the governor-general in the sphere of cur¬ 
rency legislation were not to be abated with 
the formation of the Reserve Bank and the 
introduction of the proposed constitutional 
changes. The new constitution, it was said, 
must provide that the “previous sanction of 
the goverrtpr-general is required to the in¬ 
troduction of any bill affecting currency or 
exchange’’.” 

Last, it was laid down that once the 
Reserve Bank Act was passed it could nut 
be amended without the approval of the 
secretary of state.’" This would ensure that 
Ihe future, more ‘political’ government 
would not be able to allow any changes in 
the bank which would negate its very raison 
de'etre from the point of view of British 
imperialism. 

Clearly, all these restrictions and provi¬ 
sions gave little ‘autonomy’ or independence 
to the Reserve Bank and transferred virtually 
no financial responsibility to Indian hands. 
In a rare expression of open imperialist 
paternalism, Neville Chamberlain, the 
Chancellor of Exchequer gave a reason for 
this, in a cabinet meeting in November 1932 
he argued that if the Indians are told that 
now, at the third RTC, they have got all the 
responsible government except finance, and 
that they can have that too as soon as they 
can set up a Reserve Bank, they will set it 
up at once and instantly demand financial 
responsibility. This they would do because 
“Indians...are like a spoilt, wilful, naughty 
child. The child has seen an open knife on 
the dressing table and demands that the 
knife be given to it”. Moreover, the Indian 
child people refused to listen to ‘our’ 
arguments that the knife was a dangerous 
weapon and could harm them and others a.s 
well, and that they could have it when they 
grew up. They insisted on having it now 
because'they understood ‘us’ to mean that 


it was promised to them. In such a situation 
the only solution was to give the knife to the 
child in a way that it would not hurt itself. 
The problem then, according to Chamber¬ 
lain was—“so to present the knife to the child 
that it shall be sati.sfied that it has a knife, 
and yet it shall not be able to open it”.’*' 
Indians could, in other words, have a Reserve 
Bank, in the form of a closed knife, properly 
sheathed and ‘safeguarded’ so that it could 
not be used wilfully, trying to acquire Fman- 
cial autonomy and threatening vested 
interests. 

Thus, paradoxically, the British govern¬ 
ment on the one hand made the formation 
of the RBI a precondition to the transfer of 
any ftnancial responsibility, on the other 
hand they visualised the Bank in such a 
manner that virtually no relaxation of the 
control of the scLrelary ol slate m matters 
of finance ssas on the cards. Moreover, 
whatever little relaxation ol control that 
could occur with the formation ol the 
Reserve Bank was also not possible for at 
least I he coming lew vears. This was because, 
as It was argued in December 1930, the 
“Bank itsell could not be created in present 
conditions owing to the deficiency ol availa¬ 
ble gold and sterhng resources”'*" In other 
words, the formation of the Reserve Bank, 
even as a ‘closed’ knilc, was to be delayed 
nil ’conditions’ were suitable. And, a.s Ihe 
capitalists cried hoarse over the years, the 
government did nothing to help create these 
suitable ‘conditions’ such as build up a gold 
reserve, etc ■*' 

Indian Cai'iiai isrs‘ RhspoN.st 

The Indian capitalists, demonstrating 
remarkable maturity, saw through the British 
intentions regarding the Reserve Bank 
While making a comprehensive critique of 
the government position they also put for¬ 
ward their own proposals regarding the con¬ 
stitution, function and scope of the bank. 
The basic difference between their and the 
government position was that the capitalists 
saw the Reserve Rank as a mechanism of 
wrenching control over currency and ex¬ 
change from Whitehall and as an instrument 
of national economic development, while the 
government, as we have discussed above, had 
virtually the opposite expectations. I shall 
briefly outline below the capitalists’ 
position 

The capitalists pointed out that the agree¬ 
ment reached at the RTC was that the 
Reserve Bank was to be free from any poli¬ 
tical influence, not only from that in India 
but from that in England as well. At the 
same time, the capitalists clarified that they 
understood the RTC agreement to mean that 
the Reserve Bank board and management 
was to work “from day to day as a commer¬ 
cial organisation pure arid simple”, though 
on lines laid down for the purpose of policy, 
by Ihe Indian legislature.*^ It appears, 
therefore, that when suggesting ‘no political 
influence* over the RBI, Ihe capitalists meant 
that there would be the influence of the 
legislature, or ‘national influence’,"’ just as 
the British assumed there would be the 


influence of the secreury of state and 
Whitehall. 

The RBI Bill of 1933, it was said, safe¬ 
guarded only against Indian political in¬ 
fluence, while making it “completely amena- 
bte to political influence of the Whitehall 
through comprehensive powers allowed to 
the governor-general..;’" Therefore, it was 
argued that unless the British government 
was “prepared to agree to the complete im¬ 
munity of the Reserve Bank from political 
influence from or through the secretary of 
stale for India in London, it is only fair to 
meet the strong feeling in India in favour of 
making state bank the central currency 
authority. There should be only two alter¬ 
natives; either a shareholder’s bank com¬ 
pletely free from political influence on both 
sides of the seas; or a state bank directly sub¬ 
ject to the federal government”. One 
suspccis that perhaps the capitalists’ prefer¬ 
red the stale bank because they hoped that 
ii would be more susceptible to “national in¬ 
fluence” through the legislature and other 
lorums. 

The capitalists had clearly somewhat 
‘softened’ their position on the question of 
stale vs shareholders bank, compared to 
their stand in 1927-28. The Executive com¬ 
mittee of the FICCl passed a resolution on 
September II, 1933 making it clear that, 
“while they would prefer a state bank, a 
shareholder’s bank may be acceptable, pro¬ 
vided complete national control is assured..?"* 
Unlike in 1927-28 the capitalists were now 
agreeable to a shareholder’s bank provided 
national control was guaranteed."’ 

However, the government proposals, it was 
pointed out, did “not contemplate placing 
any restrictions on shareholding in order to 
safeguard the bank from passing into the 
control ol non-national or even anti-national 
interests”. "* Cases were cited of several 
other countries such as Japan, Yugoslavia 
and Chile where such restriaions which were 
necessary for “economic independence” 
were incorporated in the constitution of the 
central banks. The demand, therefore, 
was that national control s.ver the Reserve 
Bank (if a shareholder’s bank) should be en¬ 
sured by providing that “not less than 75 per 
cent of the paid capital at any time (was) 
reserved to natural born Indians”. The 
FICCl simultaneously urged its member 
bodies “to do propaganda among their con¬ 
stituents and the public in general for 
subscribing to the capital of the bank, if and 
when the bank (was) constituted as a share¬ 
holder’s bank”, thus “ensuring full national 
ownership and control”.’* 

As regards the directorate of the bank it 
was argued that the provisions in the bill 
were “so drafted as to enable the government 
to have full control of the bank for at least 
four years from the start”. For example, the 
first board of directors was “to be consti¬ 
tuted entirely by governmer nomination”. 
The governor and deputy governor (or depu¬ 
ty governors) were to be appointed by the 
governor-general in council “on his own in¬ 
itiative” and the eight directors representing 
shareholders were to be nominated by him 
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after consultation with local governments.’^ 
Pointing out that this would mean that “even 
after the establishment of central respon¬ 
sibility and the inauguration of a responsible 
financial regime the Reserve Bank would 
continue to be controlled by the nominees 
of the present government, central and 
local”, N R Sarkar hit at the very heart of 
British intentions and asked “could this be 
another financial safeguard'*?’' Also, it was 
argued in the legislative assembly, how given 
the provisions of the bill, the RBI could 
achieve the unique feat in the world oi hav¬ 
ing a central bank, the majority of the direc¬ 
tors of which were alien.'■* 

The capitalist demand on this question was, 
therefore, again that “not less than '/-iths of 
the total number of directors with voting 
power should be natural burn Indians". " 
Certain other provisions legarding the direc¬ 
torate were also demanded such as that the 
governor and the deputy governor were to 
be appointed by the governor-general from 
a panel elected by the board, that one of the 
two (two out of three in case there were two 
deputy governors) should be Indian, and 
that the 'first' central board constituted by 
the governor-general should hold office only 
for one year, after which the board should 
seek re-election.’* 

The capitalists were also critical of cer¬ 
tain other crucial provisions regarding the 
scope and functioning of the Reserve Bank. 
There was general opposition to clau.ses 40 
and 41 of the RBI Bill which sought to 
“perpetuate” the existing I8d ratio by statu¬ 
torily fixing the exchange obligations of 
Reserve Bank on this basis. This was done, 
it was said, when other countries like 
England, America, Japan, Australia and 
New Zealand had all devalued their curren¬ 
cies drastically to meet the current crisis and 
to raise prices.’^ For India to have a “fixed 
ratio in relation to sterling”, it was argued, 
“practically means the abdication of the 
right of this country to follow an indepen¬ 
dent price, currency and exchange policy, 
even if it were highly necessary or advan¬ 
tageous' to India”.’" Referring to the 
Finance Member’s threat to withdraw the 
Bill if these clauses were not accepted, the 
Currency League declared:” 

The country is in no hurry to have a Reserve 
Bank which is to be made the msirumeni tor 
carrying out the present ruinous exchange 
policy...The establishment of our right to 
determine the valuation of our currency is 
far more vital to us as a self-respecting na¬ 
tion than the immediate establishment of a 
Reserve Bank. 

It was perhaps this fear that the govern¬ 
ment would use the Reserve Bank as an ‘tn- 
Strument’ to 'perpetuate' the existing high 
ratio that led Purshottamdas to argye, for 
some time, that it was the function of the 
legislature to settle the ratio question and 
that it should do so before the Reserve Bank 
Bill was passed, as after that this question 
would be barred to the future legislatures.**’ 
At any rate, the capitalisu' position on this 
question was put forward unequivocally in 
theFICCI Resolution of Septendwr 11,1933, 


“that in any event the exchange obligation 
of the Reserve Bank should not be fixed at 
the ratio of Is 6d... but that the rupee should 
immediately be delinked from sterling and 
be stabilised (at a lower level, A M| after 
wholesale prices in India have attained ap¬ 
proximately the level of the year 1925-26, 
which means an increase over the present 
price level by about 50 per cent.*' 

The various restrictions in the constitu¬ 
tion of the propo.sed Reserve Bank which, 
inter alia, led to the virtual absence of any 
effective control of the bank c er exchange 
and overall currency polic 7 *^ were criticis¬ 
ed tor another reason. It was said that the 
“chief danger of the enactment of retrograde 
and unacceptable sections of the Bill lies in 
the fact that in the future constitution, as 
outlined in the white paper, it would be 
rather difficult tf not actually impossible, 
later on to effect material or fundamental 
changes in the Reserve Bank Act without the 
sanction of the governor-general”.*’ 

The eventual government of India Act of 
1935 did in fad confirm these fears and was 
criticised for the various '.safeguards' and the 
granting of “overriding powers to the 
governor-general in matters of finance”. Sec¬ 
tions 152 and 153 of the Act, it was said, 
denied the federal legislature and the federal 
ministers “the final voice in determining the 
currency and exchange policy of the coun¬ 
try”.** They were “precluded from tntro- 
ducing any legislation affecting cotnage or 
currency of the federation or the constitu¬ 
tion or functions ol the Reserve Bank of 
India without first obtaining the previous 
sanctions of the governor-general..?, this 
power being vested in the governor-general 
“over and above hts usual power of the 
veto”.*’ 

The capitalists were also critical of the new 
condition in the Third RTC t hat the Reserve 
Bank had to be established before the 
transfer of financial responsibility could be 
considered. ** They argued that having 
made the Reserve Bank a pre-condition to 
the inauguration of the federation and the 
transfer of financial responsibility the 
government was delaying the setting up of 
the bank on grounds that the conditions 
were not ripe. They accused the government 
of not taking precisely the steps which were 
necessary for creating the conditions for the 
early inauguration of the bank, such as 
lowering the ratio, putting an embargo on 
gold exports, delinking the rupee from sterl¬ 
ing, improving Ihc budgetary position by 
reducing expenditure and building up gold 
reserves.*’ 

Lastly, the capitalitsts warned against the 
Reserve Bank giving terms which were too 
generous to the Imperial Bank. According 
to the existing proposals the Imperial Bank 
was to have the sole agency of the RBI and 
also hold part of its balances at regulated 
rates of interest. It was said that in this situa¬ 
tion the powerful Imperial Bank could “set 
at naught the credit policy of the Reserve 
Bank”. Also, any “exceptional facilities or 
privileges granted to it" could obstruct the 
development of the indigenous joint stock 


banks with whom the Imperial Bank was ef¬ 
fectively competing at this time.** 

On the positive side, the Indian capitalists 
wanted the Reserve Bank to perform certain 
crucial developmental functions which were 
not visualised by the bill nor were they ade¬ 
quately taken up after the formation of the 
bank. To make available the benefits of an 
institution like the Reserve Bank “ to the 
country’s agricultural advancement”, it was 
said, the Reserve Bank “should be em¬ 
powered lo make loans and advances to the 
rural community “on the security of mova¬ 
ble goods, merchandise and warehouse 
receipts as recommended by the Central 
Banking Enquiry Committee”. *” The com¬ 
plex problem of rural credit, it was said, 
could not be solved merely through legisla¬ 
tion against moneylenders. Land mortgage 
banks, co-operative credit societies, etc, were 
needed. The Reserve Bank was therefore 
urged to organise credit and the levelling of 
rates of interest not only in urban areas but 
also in rural areas.’" 

The Reserve Bank was also pressed to 
organise industrial finance, so that the 
“dormant finanaal resources of the country” 
could be utilised for indu.strial development, 
by casting “the net wider and gather(iiig) the 
small amounts that lie scattered over the en¬ 
tire face of the country”.’' 

Lastly, one of the most persistent demands 
that the capitalists made year after year 
related to the large number ol 'indigenous' 
banks in the unorganised money market 
which serviced the enormous demand for 
credit in internal trade, agriculture, middle 
and small industries and facilitated inland 
remittances through hundis, etc The 
indigenous banks, it was claimed, handled 
a greater amount of credit and covered a 
much wider area and number ol people than 
the joint stock banks m the organised sec¬ 
tor.” On the lines of the recommendations 
made by the Central Banking Enquiry Com¬ 
mittee, the capitalists urged that these in¬ 
digenous banks be brought under the regula¬ 
tion of the Reserve Bank and be allowed 
rediscounting facilities. This was a demand 
that the capitalists made repeatedly, though 
unsuccessfully, over the years. ” As late as 
1945-46, in the course of the discussions 
regarding the proposed Banking Bill, the 
capitalists again made the same demand, 
pointing out how leaving the indigenous 
banks out of the purview of the Reserve 
Bank amounted to leaving the major part 
of the credit structure in India in the 
unorganised sector.’* The other demand 
that the capitalists made at this stage was 
for steps to protect Indian banks from com¬ 
petition with foreign banks.” 

However, the actual operation the Reserve 
Bank failed to take up adequately virtually 
any of the demands made 1^ the capitalists 
and Indian nationalist opinion. Its main 
function in the colonial period remained 
largely the routine task of enabling smooth 
remittances to Britain; a task it did ably even 
during periods of crisis such as during se¬ 
cond world war, often at great cost to India, 
as I have discussed elsewhere.’* Also, it was 


232 


Economic and Political Weekly February 1, 1992 



able to some extent, to rationalise the 
organised banking sector. As for the rest, 
quite contrary to Indian hopes, the bank had 
little to show either in terms of it enabling 
the transfer of financial responsibility to 
India or in terms of its acting as an instru¬ 
ment of basic change or innovation for the 
development of Indian agriculture, industry, 
trade and indigenous banking '' 
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LAD, Vol VIII and IX, November 27, 1933, 
pp 2263, ff It seems that, while privately 
there was a qualified acceptance of the 
shareholder’s bank, publicly the capitalists 
continued to argue for a slate bank. 

48 N R Sarkar, president, FICCI and BNCC, 
Reserve Bank Bill, pamphlet, undated, PT 
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Complexities of Articulating Protest 

Chittaroopa Pali! 


WHILE the mam point Vimal 
Baiasubrahmanyan makes (December 14, 
1991), that extremism of any kind may harm 
the very cause it seeks to espouse, is well 
taken, I would like very much to respond to 
two of the contexts she has used to illustrate 
this—frogs and dams. 

It seems a mistake to me. to presume, in 
the absence of any substantive explanation 
on the part of the government, that behind 
the banning of the dissection of frogs in 
standard 12 in the schools of Gujarat lies 
the band of 'ahimsa' and animal rights 
groups I take it that when Baiasubrahmanyan 
refers to ahimsa groups she is talking about 
groups with Sarvodayi inclinations. My 
.shared ignorance of the real causes makes 
me presume that it is the in.stitutionalised 
ahimsa of the vegetarianism of the Jains, 
brahmins and banias of Gujarat and their 
lobbies that have been successful in stopping 
the dissection of frogs. The immediate 
motivation, therefore, seems to be an impos¬ 
ing religious intlucnce and not animal rights 
Baiasubrahmanyan may be surprised to 
know that in the ambience of Gujarat, the 
canteen of St Xavier's college, Ahmedabad 
docs not allow the consumption of even 
eggs When hostel students wanted to com¬ 
plain against the bad food served, last year, 
their protest was in the form of eating eggs 
in the, canteen—leading to threats of 
expulsion 

More importantly, on the question of 
dams and the Narmada Bachao Andolan, 
she raises the question as to why out of the 
two issues, environment and displacement 
(to which rehabilitation may be one out of 
a set of solutions), the former issue has been 
highlighted by the press. She finds the reason 
to be the activists’ greater articulation of and 
emphasis on the question of environment. 


in tune with the international agenda. We 
need to look at this thesis critically. 

The frontier issue of the Narmada Bachao 
Andolan, which it seeks to articulate con¬ 
sciously, Its cutting edge so to say, is that it 
takes a stand on the political economy of 
development. It is a mass movement that 
questions the development pattern of the 
Indian state, i e, what kind of development 
IS envisaged and for whom. To put it very 
simphsiically, it says that today’s centralised, 
anil-people development is only for 
the benclit ol the contractor-politician 
bureaucrat-industrialist-capitalist-agricul- 
turalist nexus .that constitutes the rul¬ 
ing elite of our country and their friends 
overseas—the international credit agencies 
and the World Bank. The movement ques¬ 
tions this model of development and believes 
that an alternative people-controlled, 
people-oriented development is necessary. 

The important thing is that not only does 
It say that people dwelling on the banks of 
Narmada are going to be rendered homeless 
by this project and their lands and forests 
and the creatures living therein are going to 
be destroyed, but also that this is not the on¬ 
ly development project where this is happen¬ 
ing. In thousands of projects all over the 
country and in fact ail over the world, lands 
and forests are being destroyed in (he name 
of ‘development’ by the same group of in¬ 
terests. I think that this is where the real 
strength of the Narmada Bachao Andolan 
lies—it has taken the issue from the par¬ 
ticularity of (he Sardar Sarovar project to 
a generalisation about the pattern of 
development. 

Secondly, as to the whole conflict over the 
rehabilitation/displa^ement vs envitoiunent 
issue, it becomes important to contextualise 
environment. There is no contradiction of 
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interest between people and their environ¬ 
ment- People depend on their environment— 
their lands and their forests—for their 
livelihood and survival. In fact the move¬ 
ment seeks to raise the important political 
question of control over resources, that is, 
who is to have control over privatised 
resources such as their land and community 
resources such as the forest and the river— 
the people or state, in the service of vested 
interests. To define environment as titters and 
trees only is to create alienated envrronment 
and alienated humans, when it becomes easy 
to posit hierarchies polarisation and con¬ 
flicts. This is not to deny of course the dif¬ 
ferential long- and short-term alignments of 
people and their environment, or the pro¬ 
blems hidden within the notion of ‘people' 
in its relation to resources. 

However, Baiasubrahmanyan is right in 
that some journalists and some film-makers 
tend to look at the two issues as truncated 
and treat environment as a matter of 
vanishing wild life and give it centre-stage. 
Why is this so? 1 think this is how environ¬ 
ment IS widely defined in society, of whom 
the journalists are but a part. Hence this 
particular definition of environment, the 
emphasis on it and the indifference to the 
question of the political economy of 
development raised by the movement; and 
where there is focus on people, an almost 
exclusive focus on the leaders and middle 
class activists. 

This emasculation also serves political 
ends because it depoliticises and sanitises 
environment and cloaks the active articula¬ 
tion of the'masses of people as politically 
conscious actors 

It is true that the issue of environment 
finds resonance in the concerns of the en¬ 
vironmental and human rights groups in the 
west. It IS also true that the Andolan looks 
to this constituency, among others for sup¬ 
port. But It would be a mistake to regard this 
congruence of intere.sts as ‘influence’ on the 
Andolan. The Indian government by em¬ 
phasising the support that the Andolan 
receives from international environmental 
and human rights groups, seeks to brand the 
Andolan as anti-national and against the 
development of the Indian nation. Hence the 
international linkage that may be of pass¬ 
ing glamour to the journalist, and suppor¬ 
tive of the Andolan is al.so used by the 
government to give the Andolan a bad name. 
I think it is impoi Lant to appreciate this com¬ 
plex play of images. 

This movement like any other raises a set 
of questions—about the inhumanity of the 
proposed displacement, the impossibility of 
large-scale rehabilitation, non-existence of 
the land and monetary resources needed to 
effect it, about the right of people icrknow 
and be consulted on issues that may fun¬ 
damentally change their lives (such as the 
construction of the dam), the question of 
centralisation of technology and decision¬ 
making processes, the question of the 
submerging forests, lands, flora and fauna. 


the lands in the command area which will 
be waterlogged and most Importantly, who 
controls desires and legitimises this develop¬ 
ment, and a host of other questions. 

Different people are drawn to the move¬ 
ment because they have a stand on one or 
more of these questions. It is quite true that 
all these various questions wrestle with one 


IN my respon.se (November 23, 1991) to 
M Paranjape’s essay (‘Caste of Indian 
English Novel’, October 5, 1991), I had 
argued that his piece represents an ideolo¬ 
gical position, and that my concern was not 
with the individual author but with “the 
discursive aspects of the debate”. In his reply 
(December 28, 1991) Paranjape focuses on 
himself, whereas I dealt with the self- 
represenialion articulated in the text. One 
wonders how a literary critic could be so 
literal-minded. It is not clear to me why my 
analysis of representation (of self, ol posi¬ 
tion) should provoke the hysterical outburst 
It has. 1 draw attention to Paranjape’s 
rhetoric—“accuse”, “allege”, “blame”, 
“condemn”, “impolite”, “prejudice”, 
“dismay”, etc—which castigates me for “a 
deliberate misreading” of his essay Is the 
author’s anger directed at me for locating 
his position in the larger context of the anti- 
Mandal discourse? 

Paranjape is condescending to tell me that 
I am “factually incorrect” in my assertions. 
He suggests that I “condemn” and “accuse” 
him because I am “prejudiced”. What he im¬ 
plies IS that hi.s reading is factually correct 
and unprejudiced He also points out that 
he does not find any “anxiety” on his part 
to represent himself as a “de-brahmimsed” 
brahmin In this, he seems to share the 
liberal consensus that his position as a 
literary critic is non-political, impartial and, 
therefore, objective 

let us examine Paranjape’s method of 
reading It is olten contended by a certain 
kind of scholar that his/her argument is 
“misunderstood” or “deliberately misread”. 
Dharma Kumar’s recent letter (December 28, 
1991) IS one such example. What is at stake 
in their method of reading is their claim to 
represent “true” knowledge Paranjape’s 
knowledge of the dominance ol brahmins 
in the authorship of Indian English novels 
“understands” and “documents” the per- 
va.sive inequalities in our society. He suggests 
that he is not endorsing the status quo 
because his paper is simply about “power 
and how it is maintained”. No acknowledge¬ 
ment here that all knowledge is produced 
from a particular perspective, and that even 
the claim to neutrality and objectivity marks 
a clear political position. Anyone who 
contests this claim must then appear 
“prejudicee”. 

Since 1 believe, as Edward Said suggests 
in his Oriertalism, that “no one has ever 


another for articulation and some reedve 
more public coverage than the others. This 
is more or less inevitable, on the other hand 
if one appreciates the overarching context all 
these questions fall into place. But, yes, 
one needs always to be critical of biases 
and be conscious of such monopolies of 
articulation. 


devised a method for detaching the scholsu' 
from the circumstances of life, from the fact 
of his involvement (conscious or un¬ 
conscious) with a class, a set of beliefs, a 
social position, or from the mere activity of 
being a member of a society” (p 10), I would 
like to locate Paranjape’s position in the con¬ 
text of what I shall call neo-brahminism. At 
a time when the oppressed castes are trying 
to “mark” the dominant caste position 
(which has claimed a universality and an un¬ 
markedness) and claim a share in social 
privilege, the upper castes refuse to 
acknowledge their claim and attempt to 
make their privilege more secure. So, as the 
new brahminism tries to unmark itself as 
brahminical, we have “the new. secular 
privileges” or the “secular vocation” 
Paranjape mentions. 

Paranjape’s notion of de-brahminisation 
allows him to unmark the brahminism of his 
perspective. (Not surprisingly, he is silent 
about my critique of this notion of his.) His 
response illustrates how he represents 
himself as a neo-brahmin—he not only iden¬ 
tifies with the upper castes but also dwells 
on “the difficulties of the so-called upper 
caste people” (Note that he uses so-called 
only before upper castes.) When he spieaks 
of “wrestling with the inherited inequalities 
of one’s society”, is he referring to the “in¬ 
herited inequalities” of the upper castes or 
of the “lower castes”? He claims that he is 
on neither side. As he puts it; 

If one writes about tower castes, then one is 

accused of speaking on someone else’s 

behalf, of capitalising on others’ oppression. 

If one writes about brahmins, as I have done, 

then one is accused of justifying dominance 

(emphasis added). 

While he seculari.ses the upper castes as “the 
so-called upper castes”, he marks “the lower 
castes” as tower castes. This unmarking of 
the upper castes allows him to create a 
neutral space to address the question of 
inequalities. 

Paranjape claims that lam his “former 
student”. Only in a technical sense, 1 would 
like to add, since we find ourselves in the 
same university department. His unwarran¬ 
ted invocation of the student-teacher rela¬ 
tionship allows him to express happiness at 
my capacity to respond to him as well as de¬ 
mand “politeness” from me. He also 
remarks, as a teacher might do, that 
“Satyanarayana i$ right” and that 
“Saiyanarayana is factually incorrect". 


Rhetoric of Neo-Brahminism 

K Satyanarayana 
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ftrtupi this is a stiategy which allows him 
to deny my right to respond to him as a 
fellow scholar. 

When I try to locate Paranjape’s position 
as an ideological position within a much 
larger context, he claims that I invoke his 
caste. My method of reading is not so “crude 
and simplistic” as to identify the caste of the 
author with the political position represented 
in the essay; it is Paranjape’s “sophisticated” 
method that identifies the caste of the Indian 
English novel by the caste of its authors It 
is his method that sets up the criteria ut 
marrying white women, speaking English, 
or living abroad to determine the author's 
elitism. So much for his “reductionist ruse” 

I would like to specifically address the 
following points raised by Paranjape in his 
reponse; (a) I am “factually incorrect” in 
suggesting that his essay is a part of the anti- 
Mandal discourse; (b) He did not “dismiss 
caste out of existence” or regard “caste and 
class as mutually exclusive”; (c) I am endor¬ 
sing a kind of censorship when I express sur¬ 
prise on seeing his essay in EPW. Firstly, I 
still consider not only F^ranjape’s essay but 
also his reply as part of the anti-Mandal 
discourse. It does not matter when he wrote 
and published his essay and the response 
His disclaimer that his essay is not a pan 
of the anti-Mandal discourse involves an 
underlying assumption that the anti-Mandal 
discourse was created by Mandal Indeed, 
he says that “the atmosphere of distrust and 
suspicion [is] generated by Mandal”. I would 
like to point out that the anti-Mandal 
discourse pre-existed Mandal just as “the 
atmosphere” of “hostility and mutual sus¬ 
picion” between the privileged castes and the 
oppressed castes did. Mandal is only a con¬ 
text in which the anti-Mandal discourse was 
articulated more openly, and was manifested 
in the form of upper caste youth sweeping 
roads, polishing .shoes and carrying luggage 
Were there no massacres of Dalits and 
Adivasis before Mandal? 

Anti-Mandal intellectuals have said that 
Mandal generated caste tensions among the 
pople, as if he had invented caste They also 
suggested that caste-based reservations rein¬ 
force caste since caste-based inequalities arc 
not pervasive in our society. They called sup¬ 
porters of reservations “casteists”, just as 
Paranjape calls me a “castcist”. Since anii- 
Mandalites argued that caste is not respon¬ 
sible for inequality, they had to invent new 
theories to “understand” inequality. .Some 
of them discovered class as the true basis of 
inequality, while others talked about 
“family”. Now, “de-brahminisation” is 
offered to us, as a way of indicating class 
rather than caste. All these theories serve to 
marginalise the specificity of caste 
oppression. 

Secondly, Paranjape says he does not 
regard caste and class as mutually exclusive 
but has shown the extent to which the two 
overlap. Since “the operative determinism" 
for him is “elitism", he argues in his essay 
that "caste is relatively less important” in 
the formation of “the new secular elite 


group” of Indian English novelists 
(pp 2298-99). I have argued in my earlier 
response that Paranjape cannot assert that 
caste is less important unless he does a 
substantive survey. 

The marginalisation of caste slips into 
“ignorance” of caste in his essay. He makes 
a sweeping generalisation that Arun Joshi 
and Anita Desai “deal with a certain class 
of characters, but they are not concerned 
with caste. We rarely find harijans, the rural 
or the urban poor, tribals, labourers, or 
other underprivileged” (p 2300). This 
passage, as I pointed out in my response, 
equates class with upper castes and caste 
with “lower castes”. And this interpretation, 
the very crux of my criticism, becomes a 
“fact” and I am thanked for reminding the 
author of it, a “fact” which can be simply 
added to his analysis to make it more ob¬ 
jective and neutral. It is precisely Paranjape’s 
assumption that caste is a marker of "the 
lower castes” that allows him to call whoever 
“readjsl everything in terms of caste” a 
“casteist” Just as Blacks and women use the 
categories of race and gender to critically 
analyse their oppression, the “lower castes” 
are trying to use “caste” to understand and 
challenge inequality. Blacks are always 
accused of being “racist” when they protest 
against racism. Women are always accused 
ol being “sexist” when they question sexism. 
Clearly, the pierpetrators of caste-based op¬ 
pression have the right to call “casteist” 
those who are trying to dismantle that 
oppression. 

I-astly, the issue of “censorship”. Let me 
reiterate that “I am surprised to see 


ftranjape’s casteist argument in the weekly". 
I would not have bothered to respond to 
Paranjape’s article if it had been published 
in any other journal. He invokes Dharma 
Kumar and the likes in support of his right 
to expression. He points out that I am en¬ 
dorsing “the kind of censorship which critics 
of EPW would like to accuse the jounuil oP’. 
Not surprisingly, Dharma Kumar responds 
to Paranjape’s invocation. In her letter 
(Decemer 28, 1991), she says; “Leaving aside 
the question of what Paranjape actually said 
(!) . Satyanarayana does not expect to sec 
special articles contrary to his views in EPW" 
(p 3024) I would not say that Paranjape and 
Dharma Kumar “consulted each other” or 
that there is “a conspiracy of sorts” operating. 
I am. however, suggesting that they (and T N 
Srinivasan, Ashok Guha, et al) share—to use 
Kumar's own phrase—a common ideology, 
an ideology that upholds the “right” of any 
individual to speak on any subject, at any 
time, in any mannner, on any forum. 
Perhaps Dharma Kumar would not mind 
even if Paranjape had said what Manu 
would have said. It would be interesting to 
investigate the convergence of the discourses 
of liberalisation, free market, anti-Mandal 
and Hindutva. 

1 believe strongly that EPW provides a 
space for the underprivileged. It represents 
the perspective of dalits, adivasis and 
women, and those who speak for them. At 
a time when the mass media are monopolis¬ 
ed by big business and the upper castes, I 
feel that EPW must save its space for alter¬ 
native perspectives, whether Marxist or 
non-Marxist. 
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Raising the Technology Barrier 

It would be a mistake to consider the debate on intellectual 
property rights in isolation. It needs to be considered in the context 
of the political economy of multilateral trade negotiations in the 
Uruguay Round, with linkages across sectors and issues, which 
seeks to change the rules of the game for the international 
trading system. 271 

The Dunkel draft on Trade Related Aspects of Intellectual Property 
Rights is heavily biased in favour of the patentees. While their 
rights are sought to be significantly enlarged, their obligations have 
been considerably watered now. In the process the interests of 
the developing countries have been completely disregarded. 27S 

Terrorism, the State and Democratic Rights 

Whatever its problems or problematic success m fighting ‘terrorism’, 
state terrorism in India has been remarkably successful in alienating 
the people and pushing them out of its own ‘mainstreams’. Only the 
naiionaiistically blind will fail to see that it is this mindless violence 
oi the state, growing ever more mindless in its (allure or impotence 
and the accompanying loss of legitimacy, which spawns anew and 
fuels terrorist violence in the country. Critics of democratic rights 
organisations deliberately ignore the complexity of the issues 
involved when they seek condemnation of violence qua violence or 
make their more specific but simplistic demands on these 
organisation.s. 279 


Th«* Victims 

It IS ironical lhal the same 
economist-, who denigrated the 
Mahalanobis approach ot 
accepting a lower rate ol growth 
ol consumption in tfie short tun 
in Ihc irilcrest ol a higher lalc in 
the long run now support a policy 
ol lowering not ihc rale ol growth 
but the absoluli’ level ol 
coiisumpiion of the ma'scs m the 
name ol things possibis woikiug 
out m some undefined future 2fc.'> 

Fxil Policy 

In the formulation ol a clear 
policy on sick industrial units, the 
continuing absence ol which is 
among the majoi lacunae in 
government policy-making today, a 
nurnbci ol red hen mgs have to be 
avoided and ihe real alternaliMs 
identilicd 247 

Fi^thting I>ruu)e;ht 

The current drought m 
Maharashtra has begun to evoke a 
new response I'rotn the IcH in 
Ihe state 2.'Vi 

Wasted Incentives 

How justilied are Ihc inccniises 
extended to 'deemed exports’, 
which have been progressively 
liberalised since 1970'' 291 

Misquoted? 

A recent US Supreme Court ruling 
on libel by misqnoiaiion descives 
to be noticed in this country 2.'>0 


Painful 

Rise in Ihe prices of essential 
commodilies accounted for as 
much as one half of the total rise 
in the general price level 
III 1991 251 

f'uttin^ the Routs 

The sinking progress ol the Indian 
banking and financial system has 
been based on directed credit 
programmes But now the 
Narasimham committee wants 
such directed growth to be done 
away with and to make way for 
the frec-play til market forces 
Will this work and what will be 
the ccrnsequcnces'' 255 

Indefensible 

In the Bhopal gas leak case the 
Supreme Court has refused to 
reverse its decision upholding a 
seillemcnl which is hopelessly 
inadequate to compensate (he 
victims for their injuries and, 
moreover, results from permitting 
the state to act as parens painae 
in diieci contravention of 
established principles of common 
law jurisprudence 259 

Emu Examined 

In December 1991 the 12 
member-states of the European 
Community pledged themselves to 
achieve European Monetary Union 
by the end of this decade. What 
arc the issues involved? 261 




LETTERS TO EDITOR 


Arithmetic of Power 

I though! chicken ‘biryam’ (ires only 
appetite—physical or political, now it 
seems, it fires intense anguish too as 
Ar Subbiah’s letter (January 4) shows 
Before I respond to Subbiah, let me make 
it clear that I always knew, once the elec¬ 
tions got over chicken biiyani will be 
evicted from the Tamil brahmin’s menu 
and restored to those good old chettinad 
hotels. Now to Subbiah’s letter of anguish 

(1) First on what one may term as 
‘Subbtah’s theory o( arithmetic of power' 
Subbiah, passionately defending the self- 
respect of the Tamils, writes, “Are 
Tamilians .so stupid as all these authors 
.say? If indeed the less than .1 per cent ol 
a population can lord it over and bend the 
will of the 97 per cent of the rest, they 
must be superhumans. 'I he tragedy of this 
argument is that it is the mirror image ol 
the BJF’ argument according to which 
India’s troubles are due to the people of 
the Islamic faith who form barely 10 per 
cent of the total population I hese 
arguments fail to take into account the 
lundamental internal coniiadictioiis ol 
the Indian (and Tamil) societ'y." When 
Subbiah’s ‘fundamental internal con 
tradictions’ are unpacked (sooner he un 
packs them, better it is) I hope to witness 
some unusual arithmetic- perhaps one 
may find there the unpiopertied 97 pci 
cent lording it over ilie pioperiled ? pet 
cent Subbiah, given his penchant lot loi 
mal logic (by which he has already achie\ 
ed the maivellous (eai ol couleiriiig 
minority status on the laniil brahmins 
and placing them on an ec|ual plane with 
the Muslims'), mas eseii claim that the 
BJP has learnt its poliiKal aiiihmeiic 
from Mai MSI notions ol hegemirin I oi 
the present, let me not answei an\ luiiliei 
Subbiah’s poignant uiiesiioii, “Are 
lamilian’s so stupid 

By the way, the ramil biahmins ilo not 
need the aid ol people like me to .dliiiii 
their superhuman status- ilicv do it 
themselves without tiouhlmg otheis a In 
anti-Mandal ugitaiion 

(2) It IS indeed true that the r.iiiks ol 
Manu’s 'bhaktas' are swelling these class 
to include Ihevars and iiadais (among 
others) trom C'hidambar.inai, lirunelseli 
and Kaiiyakumari districts (among other 
districts) I have incniioned at least one 
such non-Biahmin bhakia of Manu in ms 
piece, 1 e, R M Veerappan, a senior leadei 
of the AIADMK who could, in the course 
of a public meeting, derisisely refeis to the 
DMK leader M Karimanidhi as a shudt;i 
If Subbiah has chosen not to recognise the 
pre.sencc of such Manu’s bhaktas m m> 


story. It may be because he believes that 
some bhaktas (perhaps if they belong to 
the AIADMK and defend the brahmins) 
deserve to be pampered while some 
shudras (perhaps if they try to reach 
beyond their Manu-given status) deserve 
to be told that they are mere shudras That 
IS, ol course, Manu Dhaima. Incidentally, 
I have sometime back tried to make sense 
of these non-brahmm fellow travellers of 
Kanchi Mull and m that process stumbled 
upon a brahmin finger in the thevar. nadar 
pie (see ’I roni bsclusion to Inchision 
Brahmimsm’s New Face in Tamil Nadu’, 
£/*M', Septembei I. 1990) Subbiah’s com¬ 
ments on this are of course welcome 
More significant than the ihevats and 
nadars becommg the faithfuls ol Manu, 
IS the fact that K Veeramani o( the 
Dravidar Karhagam himself has under¬ 
gone a cTiange of heart and become an ai • 
dent devotee of Manu—aliei Jayalalitha’s 
‘handsome contribution to Periyar 
Trust’ Veeramani is not an ungrateful one 
merely to exploit others’ generosity, he 
pays in return whatever little he can I am 
templed to quote here from a recent 
editorial in ( ho Ramaswamy’s 'fhunlak 
(not so much to inform Subbiah, but as 
lo icfiesh his memory—1 can bet, he is a 
legulai tedder of Thunlaky 

I he < hic'l Mmisler has built budges with 
\eeranijni so lh<il Karunanidhi uiul 
k'eer.imani will not loiiitls oppose |hei | - tins 
exhibits pohikdl dcunieii Hei aliending the 
iii.iriiiige 111 I he I’MK leader s bouse so as lo 
lediice his opposilioii- al le,isi lo some 
extern once again deads shows her poliiic.il 
asuiiien In lodas's politics, such <tcUons san 
Meld lesiilis J heie is nodiiiig uiong |ahoul 

sllsh ,lcllOI1s| 

When Ntandal ( oniinissioii leconiinenda 
lions were to he implenieiiled, |she passed] 
.1 leMihiiion ih.ii sp ivi leni reseisaiioii [had 


to be given] to the backward castes—[that 
was just] a submission lo Karunanidhi; 
no one else needs to lake that seriously 
(Thiifilak, October 15, 1991) 

There is a word for all these: co-option. 
And co-option has a lot to do with the 
arithmetic of power. 

(.7) I have no quarrel with Subbiah’s 
statement that Mani Shankar Iyer, a Con- 
gress(l) candidate, won “because of the 
hard work put by A DMK workers". That 
IS, Iyer won, not on his own, but by riding 
on others’ backs—a familiar story indeed. 
Turning lo the hard work put by the 
ADMK workers, I have a little bit to add: 
their hard work was so thoroughgoing 
that It included systematic destruction of 
whatever little campaign material was put 
up by the la^y DMK cadres. It is such an 
obvious fact that Subbiah may have 
thought it unwerrihy of mention. 

(4) Subbiah writes, “Accusing brahmins 
IS a convenient ruse to hide one’s own 
ugliness” I wish I had the brahminical ef¬ 
ficiency (of which 1 have been taught by 
the ubiquitous ‘Tamil Press’ during the 
anti-Mandal agitation) in hiding my 
ugliness. 1 am a little puzzled why Sub¬ 
biah chose to go silent about the hand¬ 
bills brought out by the Brahmins’ 
Association ol Pallavaram He may 
enlighten me on this 

(5) I astly, I am really sui prised to know 
that 1 have been lepeatmg others’ 
aiguments 1 ei that pass In fact, what 
woiries me is that Subbiah, while accus¬ 
ing me ol repeating others, is in fact 
repealing himself (see his leitet in tPH', 
August 24, 1991) So fat as I know, 
lepealing oiicscTI is not a good sign. 
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Next Mine-Field 


T he government’s fiscal calculations, as presented to the 
country in the budget for 1991-92, could not have gone 
more completely awry. The blame has been sought to be 
placed on the shortfall in receipts from customs duties and 
the disruption of exports to this country from the former 
Soviet Union which has required the Indian government to 
extend large amounts of so-called technical credit, though 
the first of these developments was by no means unexpected, 
or even the second. Be that as it may, the rise in net Reserve 
Bank credit to the central government over the financial year 
till mid-January was reported to be hovering in the vicinity 
of Rs 15,000 crore, way above what it should have been as 
per the budget’s figure of Rs 7,719 crore for the end of 
the financial year. The lack of success so far of the 
government’s attempt to bring about macro-economic 
stabilisation through fiscal and monetary compression is 
also evident in the monetary expansion of 14.9 per cent 
during the financial year till January 10 compared to an 
expansion of 10.7 per cent during the corresponding period 
of the last financial year—all the more so when viewed 
against the sharp drop in the rate of growth of the economy 
this year. 

The finance ministry is, however, entirely preoccupied with 
somehow bringing down the centre’s fiscal deficit to the IMF 
ordained level of 6.5 per cent of GDP by March 31. The 
newspapers have been awash with stories of how, to achieve 
this objective in an accounting fashion, the ministry has been 
decreeing the postponement of one government disbursement 
after another to the next financial year. But even after all 
this postponing of the problem to the next year, the govern¬ 
ment, it is now clear, has not been able to find the money 
to meet the budgetary commitments of expenditure on essen¬ 
tial d^elopment and social welfare programmes. Thus, to 
take but one instance, according to reports which have not 
been contradicted, it has been decided to slice Rs 500 crore 
off the current year’s budgetary allocation of Rs 3,508 crore 
for the ministry of rural development, affecting the Jawahar 
Rozgar Yojana, the rural drinking water supply programme 
and the integrated rural development programme, among 
others. Considering tne easy conscience with which the outlay 
on these programmes has been slashed, what the finance 
minister had said in his budget speech is worth recalling. 
Asserting that the process of macro-economic adjustment 
“must have a human face”, he had said, “... it will be our 
endeavour to provide protection to the poor in the form of 
enhanced outlays in the social sectors. Employment creation 
and poverty eradication in rural India will continue to receive 
the highest priority^’ At their reduced level, the outlays on 
employment creation and poverty eradication in rural India 
in the present financial year will add up to less than those 


provided in I he 1990-91 budget in straight nominal terms— 
forgetting the 12-13 per cent rise in the wholesale price index 
and the much steeper increases in the prices of the people’s 
daily necessities of life. 

But far worse is to follow. In the budget for this year the 
finance minister had claimed to provide for an increase, a 
small one of less than 8 per cent though, in the budgetary 
allocation for the central plan, from Rs 17,618 crore in the 
1990-91 budget to Rs 19,015 crore. This was to be taken as 
earnest of the government’s determination to safeguard, to 
the utmost extent possible, the development process from the 
rigours of macro-economic adjustment. The time for such 
bravado is now clearly past. In the discussions on the annual 
plan for the next financial year, which also happens to be 
the year when the present government’s version of the Eighth 
Plan is supposed to be launched, the finance ministry has 
made it clear to the Planning Commission that, not to speak 
of any increase, what it will be able to spare for the centre’s 
plan for 1992-93 will be some 10 per cent lower than the 
figure for the current year. And in straight nominal terms 
once again. 

What the experience of the current year has established 
beyond doubt is that the burdens that the structural 
adjustment programme will impose on the country in terms 
of cut-backs in investment, induced recession and reversal 
of growth on the one hand and loss of incomes and erosion 
of living standards for the mass of the people on the other 
are going to be far, far harsher than the government has so 
far led the country to believe. Further, it is also evident that 
despite the fiscal and monetary compression attempted by 
the government, the process of restoration of macro- 
economic balance in the economy has not made much pro¬ 
gress. And this is where the next mine-field is being laid for 
the economy by the government’s economic policies. Even 
if all the fresh-faced excitement that has been visible in 
ministerial circles about making the rupee convertible in a 
matter of months if not weeks is discounted, it is a fact that 
the government is committed to the IMF to taking steps by 
the end of this financial year to verjpsignificantly free imports 
by relaxing the remaining administrative controls and by 
lowering import tariffs across the board. The IMF has made 
it very clear that it has every intention of insisting that the 
government of India adhere to this commitment. Now, even 
ardent devotees of IMF-type adjustment must accept that 
the external liberalisation that is being thrust upon this 
country at a time of continuing pronounced macro-economic 
imbalance as reflected by fiscal and monetary indicators and 
by inflationary pressures is a recipe for certain balance of 
payments disaster. But that precisely is the direction that has 
been set for the Indian economy. 
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POLITICS 

Fall-Out of ‘Yatra’ 

ON the last leg of their journey several 
RIP leaders detached themselves from the 
main body of the Ekta Yatra, flew into 
Srinagar and there amidst tight security 
defied the hostile local populace and 
hoisted the national flag. Kashmiri 
toyalty was not won over by this act and 
the BJP leadership is no doubt aware that 
It IS by now too late for such gestures to 
serve any meaningful purpose. Their 
original objective could therefore only 
have been petty defiance of Kashmiri 
militancy with a view to reinforcing the 
claim that the BJP is the sole upholder ol 
national integrity. But what is ol 
.significance is not so much that fulfilment 
of this objective, admittedly by a trun¬ 
cated Yatra in a purely formal fashion, re¬ 
quired the help of the security forces as 
that the government co-operated with the 
BJP’s effort actively even as Congress 
functionaries in and out of government 
and including no less a person than the 
home minister decried the exercise as 
being counterproductive. 

The theatrics only highlight the dilem¬ 
mas of the leading political actors in the 
current conjuncture. In a purely technical 
sense the government could have been on 
strong ground in not extending security 
facilities to the BJP in Punjab and Jammu 
and Kashmir for the Yatra was a political 
gambit and it is not incumbent on the 
government to materially assist political 
parties seeking to expand their electoral 
support. But It IS not lost on the govern¬ 
ment that in a purely technical sense it is 
in a minority with the annual budget and 
a presidential election to see through. 
Consequently, instead of calling the BJP’s 
bluff the government intervened to save 
the party from embarrassment 

However, the tacit understanding bet 
ween the BJP and the ruling party on an 
issue-to-issue basis does raise questions 
about their identities. Already a truce is 
visible on certain fronts. Attacks on 
pseudo secularism have disappeared 
altogether from the BJP’s armoury and 
the Congress sees fit not to speak of 
secularism The prime minister has 
reportedly advised his senior colleagues to 
exercise restraint in airing their views on 
the BJP. And what on their face seem to 
be convenient arrangements to engage m 
parleys have been devised. On lebruary 
6 the prime minister was to have met a 
lour-member delegation led by 1 K 
Advani to discuss something as innocuous 
as Tin Bigha. That the Tin Bigha dispute 
should at this juncture become a matter 
so important as to merit a consultation 
between the prime minister and the leader 
of the largest opposition party, but which 
excludes the other parties and the chief 
minister of the concerned state, cannot be 


entirely fortuitous. As an off-shoot of this 
new-found affinity having been made 
more or less clear, the position of the 
other parties has been rendered less dif¬ 
ficult since they are enabled to boldly vote 
against the government without fear ol 
pulling the government down. 

But there is a fluidity underlying all this 
which is evident m the contradictory cur¬ 
rents within each party. A swadeshi cle¬ 
ment has become fairly active within the 
BJP and RSS following the economic- 
liberalisation and the announcement ol 
the Dunkel draft. What line emerges to the 
forefront within the party is still a matter 
of speculation. Should those m favour of 
an open economy prevail the party will 
have to elaborate a notion of nation that 
is not based, as it presently is, in an essen- 
tialised construct of culture. The BJP 
being the most vocal advocate of na¬ 
tionalism is for that reason a victim ol the 
inherent tension that afflicts nationalism 
in the third world context 

The insularism of the cultural 
nationalism articulated by the party is at 
odds with the erosion ol this culiuic by 
the open economy Besides if the Hindu 
cannot be allowed to become a second 
class citi/en surely national capital can¬ 
not be subordinated to transnational 
capital by the same yardstick. There is 
another aspect of the matter too. It is in¬ 
conceivable that a congruence of views 
with those of the Congress to the extent 
of removing the rationale lor a separate 
existence of the two parties should come 
about For reasons ol political survival the 
BJP will, if the Congress continues on its 
present course, have to strike a diflereni 
note Particularly since the Congress has 
of late begun to display a tactical linesse 
that only the BJP was thought to be 
capable ol in the recent past As if to drive 
home the lailure ol the fkta Yatra the 
government has contrived a pleasing 
diversion on ihe Kashmir border that has 
earned lor it the backing ol all parties, in¬ 
cluding those which claim to be upset at 
the government’s economic policies. 

PUNJAB 

Shielding the Guilty 

WHEN facing the Punjab electorate, the 
Congrcss(l) has yet to live down its 
heinous record ol complicity in the 
mas.sitcre ol .J,0(X)odd Sikhs in 1984 in the 
wake of Indira Gandhi’s assassination 
But the ruling party’s pusillanimity in 
making amends comes out in its sheer 
funk in even taking nominal actions 
against those repeatedly accused by a 
number ol government-appointed com 
mittees of paiticipation in the massacre 
The latest instance is union home 
minister S B Chavan’s bluster during his 
recent visit to Punjab that the guilty of 
the 1984 massacre would be punished. 
That It was just a ploy to woo the aggriev¬ 


ed Sikh voters was evident soon after his 
return to Delhi, when he began to hum 
and haw. l,eave alone his own partymen 
indicted by the official investigating com¬ 
mittees. even the six police officials who 
were found guilty by Kusum Lata Mittal 
(of a committee appointed by the govern¬ 
ment in 1987) who recommended the ter¬ 
mination of their service, were sought to 
be protected by Chavan when in Delhi on 
February 5 he said that Mittal’s recom¬ 
mendation was based on a “one-sided” 
version since the guilty policemen had not 
been given an opportunity to defend 
themselves. What Chavan chose to con¬ 
ceal was that the Mittal committee, dur¬ 
ing Its inquiries, had petitioned the 
government for the authority to summon 
police ollicers and cross-examine them. 
Ihc government did not accede to that 
plea In the absence of the right to hear 
the police veision, Mittal, on the basis of 
evidences from the victims, recommend¬ 
ed immediate dismissal of the six officials 
undci Article Jll ol the Constitution 
which provides lor such dismissal “on the 
basis of the evidence adduced during such 
inquiry” and also .adds that "it shall not 
be necessary to give such person any op¬ 
portunity of making representation on the 
penalty proposed”. Chavan, while oppos¬ 
ing Mittal’s lecommendation, said that he 
was opposed to the use of Article 311 as 
“it IS a drastic measure to be sparingly 
used!’ 

Quite predictably, the union home 
minister’s public gesture ol protection of 
the indicted policemen, encouraged the 
latter to approach the Delhi High Court 
the next day (on February 6) lor a perma¬ 
nent stay on any action against them. In¬ 
cidentally, two of the indicted police of¬ 
ficials had already succeeded in getting 
moie than one stay lrt>m a bench ol two 
judges who will also hear Ihe latest peti¬ 
tion for slay Irom the 20-odd policemen 
on the accused list, some among whom 
had been recommended by the Mittal 
committee foi “departmental proceedings 
with major penalty” Quite a number 
among these policemen have even been 
pioinoted since Iheii indictment Om 
Prakash Yadav who as the SHO (station 
house ollicer) of Srinivaspuri was accus¬ 
ed ol complicity in the killings is now an 
assistant commissioner in the police head- 
quarieis in Delhi, and Rajendra Singh 
Dahiya, who was the SHO at Mangalpuri 
at that lime is now as an assistant com¬ 
missioner in Sab/.imandi m Delhi. Given 
their newly won clout—and the precedent 
set by the Delhi High Court in granting 
stays on action against the guilty cops— 
one need not speculate about the outcome 
of the latest pennons of these policemen. 

The politics of castcism has lent 
another curious twist to what is a farcical 
exercise. Among the senior police officials 
accused of negligence of duties is H C 
Jatav, who was the additional cornmis- 
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doner of Police in Delhi during the 1984 
massacre. He is- now director general 
(civil defence). In an attempt to defend 
himself, he is now falling back upon his 
scheduled caste background and trying to 
accuse his detractors of picking upon him 
because of his low caste origins. 

In this entire official and judicial exer¬ 
tion to gloss over the guilt of both the 
police and the politicians behind the 1984 
massacre, the Congress(l) politicians in¬ 
volved in that massacre are finding an 
avenue of escape. In spite of being in¬ 
dicted by government-appointed commit¬ 
tees, two important Congress leaders, 
H K L Bhagat and Sajjan Kumar, are still 
at large. Recommendations for action 
against Bhagat have been pending with 
the Delhi police since September 1991 on 
the basis of an affidavit filed by a Sikh 
woman who accused Bhagat of inciting 
his partymen before the massacre. In the 
case of Sajjan Kumar, the evidence is in 
the form of over 10 affidavits from 
relatives of victims who deposed before 
the committees that they had seen the 
Congress(l) leader moving about with 
party workers inciting them to attack the 
Sikhs. In September 1990, when CBI of¬ 
ficials went to arrest Sajjan Kumar, they 
meekly retreated in the face of resistance 
by Sajjan Kumar’s followers. Out of some 
200 cases recommended for action in 
which there is prima facie evidence, only 
six persons have been chargesheeted by the 
Delhi police so far. 

LABOUR 

BJP’s Double-Talk 

THE leaders of the ‘Ekta Yatra’ claim to 
be committed to the unity of the nation, 
but they think nothing of sacrificing the 
interests of the working class. In the BJP- 
ruled state of Madhya Pradesh, when after 
repeated failures to win their demands, the 
30,000 workers of the private ancil¬ 
lary industries of Bhilai threatened to 
stop the ‘Ekta Yatra’ from entering MP 
in December, a panicky administration 
had hastily agreed to compel the in¬ 
dustrialists to sit for negotiations and con¬ 
cede their demands. The workers agreed. 
But no sooner had the ‘Yatra’ left the soil 
of MP than the BJP government went 
back on the promise it gave to the workers. 

For the past two years, the workers 
under the leadership of the Chattisgarh 
Mukti Morcha (CMM) had been fighting 
for the abolition of the contract system, 
implementation of the provisions of the 
Factories /Vet like an eight-hour working 
day, payment of minimum wages, provi¬ 
sion of attendance cards to prove con¬ 
tinuity of service of the employed workers 
and introduction of safety measures, 
among other things. These workers are 
employed in the private engineering and 
chemied industries—mostly ancillaries of 
the Bhilai Steel Plant—owned by the 


Simplex, Kedia, Beekay, BEC and 
Khetawat groups. Despite being summon¬ 
ed by the assistant labour commissioner 
on at least five occasions in 1990 for con¬ 
ciliation, the management of these in¬ 
dustries refused to appear. The Bhilai 
Industrialists Association even went on 
record claiming that there was no need for 
any trade union. The industrialists victi¬ 
mised some 2,SOO workers because they 
refused to sign bonds renouncing 
membership of the CMM. Intimidation 
of the workers reached its climax with the 
murder of the CMM’s popular leader 
Shankar Guha Niyogi. 

A CBI team inquiring into Guha 
Niyogi’s murder has registered cases 
against the industrialists of the Simplex 
group of industries, thus confirming the 
allegations made against them by the 
CMM soon after the murder. According 
to the CMM, complicity of the other in¬ 
dustrial groups in the murder cannot be 
ruled out. In spite of these facts, the BJP 
government is openly patronising the 
guilty industrialists. Chandrakant Shah, 
now in CBI custody in connection with 
the Guha Niyogi murder case, still remains 
the president of the MP State Environ¬ 
ment Board. B R Jain of the Bhilai 
Engineering Corporation has been made 
president of the Customs and Excise 
Advisory Board. Kailashpati Kedia is 
being projected as a philanthropist, 
thanks to the publicity given to him by 
Doordarshan. 

Meanwhile, attacks on workers con¬ 
tinue. The industrialists of Bhilai are get¬ 
ting increasingly belligerent. While the 
Simplex group is totally denying that the 
victimised workers were ever on its rolls, 
Kailashpati Kedia (who had dismissed 
over 500 workers) claims that he has only 
39 employees. They can get away with this 
since they never provided the contract 
workers with any proof of employment 
like attendance cards—the demand that 
the CMM has been voicing all these years. 

What the workers of Bhilai are deman¬ 
ding is nothing new, but the implementa¬ 
tion of labour laws enacted by the govern¬ 
ment Itself. Abolition of the contract 
system, adherence to an eight-hour work¬ 
ing day and safety measures for instance 
are all enshrined in the laws. Any viola¬ 
tion of these by the management should 
automatically invite punishment. Yet, the 
central government continues to remain 
a silent accomplice of the BJ P administra¬ 
tion of MP. If it meant business, it could 
have just instructed the Bhilai Steel Plant 
not to accept goods supplied by the 
private ancillary industries until the latter 
implemented the labour laws. Such 
pressures would have long ago brought the 
Bhilai industrialists to their knees, and 
could have saved the life of an outstan¬ 
ding working class leader ^nd spared the 
workers the sufferings that they continue 
to undergo. 


TWENTY YEARS AGO 

LPIV. Annual Number, February 1972 

The Asian political scene is undergo¬ 
ing rapid changes and it is difficult to 
luresee the pattern which will ultimate¬ 
ly find a new level of stability for itself. 
The dramatic happenings in south 
Asia are but one facet of the change. 
In fact, the emergence of Bangladesh 
was Itself made piossible by ceitain 
political developments in Asia which 
occurred in the months preceding the 
liberation of Dacca. In its turn, the 
change in South Asia is likely to have 
a profound impact on Asian politics. 

The two major unresolved conflicts 
m Asia are the Arab-Israeli conflict 
and the war in Vietnam. The former 
has become petrified over the years 
and It is not likely that either a war er 
genuine peace can resolve the tensions 
III west Asia. The focus in that region, 
therefore, has shifted towards internal 
developments in the Arab countries, on 
the one hand, and the growth ol new 
political alignmcnt.s, on the other. The 
Arab states are in turmoil... Beaten 
in war and disunited in peace, the 
Arabs have faded out for the time be¬ 
ing as a force of any consequence. 

Curiously, therefore, of all Asian 
powers, Japan may turn out to be the 
most global in outlook. The question 
that Japan has to ask itself is whether 
a more active political role is not now 
becoming necessary to sustain its 
economic offensive in various parts of 
the woilU It had in the past rightly 
refused to be templed by the prospect 
ol a major political role for itself. The 
past ol Japan, the attitudes of its 
sounger generation and the liinitaiions 
imposed by its si/e and population are 
all factors which are bound to restrain 
Japanese ambition m the world. Foi 
quite some time to come, therclore, 
lapan may choose to remain a power 
with all Its options kept open. It is, 
however, important to note that should 
.lapan cast its weight one way oi the 
other, the balance in Asia is bound to 
be lilted in favour ol the powei oi 
group of powers cnioving the friend¬ 
ship ol Japan 

I he medium powers ol ,^sla have 
now emerged as lar more important 
factors in the politics of this continent 
than they vvere ever before India’s own 
successes ol 1971 are one measure of 
the collapse ol the old doctrine that 
Asian polities is primarily a matter ot 
a kussian-American-Chinese balance 
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THE MARKETS 


Guarding the Guard 

D P Sharma 

THE Securities and Exchange Board of at times highly controversial and sensitive 


India (SEBI) which had hitherto been 
functioning only under administrative 
guidelines has now been accorded the 
much-needed statutory status through a 
presidential ordinance arming it with 
wide-ranging powers to regulate almost 
every aspect of stock exchange and capital 
market-related activity, covering registra¬ 
tion and regulation of stockbrokers, sub¬ 
brokers, share transfer agents, bankers to 
an issue, merchant bankers, underwriters, 
portfolio managers, investment advisors, 
investment schemes of mutual funds and 
monitoring and acquisition of shares and 
takeovers. 


issues relating to insider trading, takeovers 
and behaviour of equity prices, and its 
dccisions/actions can have far-reaching 
implications, the government can scarcely 
be faulted for retaining overriding powers 
for itsell. Measures designed to ensure fair 
play 111 the slock market may not be all 
that fair as SEBI might ihink. And who 
can really vouch that free play of market 
lorces IS always desirable? There is always 
scope lot strong differences of opinion on 
issues like takeovers and insider trading. 
Are not optnions known to differ sharp¬ 
ly on whether the public financial institu¬ 
tions which have come to acquire over the 


It should be interesting to know what 
view SEBI takes of the continuing firm¬ 
ness displayed by the stock market and the 
staggering rise in the prices of several 
scrips in an uncongenial economic en¬ 
vironment and how it intends to deal 
with the emerging situation which is 
not without some worrisome aspects. 
Regulatory measures aimed at containing 
speculative activity need to be clearly 
distinguished from those intended to 
deflect the course of prices. Questioning 
the market’s collective judgment is 
generally a risky and unrewarding exercise. 
It IS true that stock markets are prone to 
occasional speculative excesses. But it is 
also true that they have an in-built 
mechanism to rectify these aberrations. 

The stock market continues to con¬ 
found economic pundits. Even the most 


Despite these vast regulatory powers 
aimed at ensuring investor protection, 
smooth functioning of stock exchanges 
and development of the capital market on 
healthy lines, the presidential ordinance 
has evoked considerable adverse criticism. 
Critics contend that since the CCI will 
continue to retain the power to sanction 
prior approval to public and rights i.ssues 
and also fix issue prices, the authority to 
determine policies pursued by SEBI will 
be vested in the central government and 
the government will have final say in the 
appointment of SEBI members—four out 
of six members being nominated by the 
government—SEBI will not enjoy the 
kind of autonomy similar bodies enjoy in 
the US and the UK which will reduce its 


years large shareholding in several com¬ 
panies should have complete freedom to 
exercise their voting right? 

The statutory powers SEBI now enjoys 
are adequate to regulate the working of 
the stock exchanges and promote healthy 
development of the capital market. The 
eflectiveness of SEBI is likely to suffer less 
from want of regulatory powers than from 
Its organisational and administrative 
inadequacies to enforce the requisite 
discipline at various levels. Effective 
monitoring of the stock exchange and 
capital maiket activities, let alone taking 
appropriate remedial action, is bound to 
raise many ticklish and formidable 
problems. 

TMil I Mom mi NTS I 


experienced market men have not known 
the market performing such a rare feat. 
Eor never before have equity prices 
registered in any single month the kind of 
rise recorded in January. The BSE sen¬ 
sitive index rose by 17.5 per cent and the 
national index by 18.7 per cent, leaving the 
1991 highs way behind. The rise in certain 
scrips—especially scrips of MNCs and 
some speculators’ favourites—has been 
much steeper. 

Concerned over the unprecedented rise 
in equity prices during January, record 
high badia charges averaging over S per 
cent a month at the turn of last settlement 
and further tightening of the bull grip in 
select scrips, the governing body of the 
hoi ns I’KK r Indk is 


effectiveness. Comparison of SEBI with 
the Securities Exchange Commission ol 
the US and Securities Investment Board 
of the UK IS not all that relevant as the 
organisational structure and trading prac¬ 
tices in the US and the UK differ widely 
from those of Indian stock exchanges. 
Some critics have gone to the extent ol 
describing the presidential ordinance as 
providing ‘teeth without jaws’ and ‘teeth 
without the power to bite’. This is too un¬ 
charitable a view of the provisions under 
the ordinance. 

One docs not expect SEBI to take 
kindly to any constraint on its powers to 
deal -with various siock/capital market- 
related issues. SEBI chief Ramakrishna’s 
initial reaction to the ordinance has been 
discreetly mild in that all he has said is 
that “the ordinance will reduce SEBI’s ef- 
lectiveness. But we will do our best in the 
circumstances!’ 

Since SEBI’s operations cover a very 
wide range of activities which could raise 
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Bombay stock exchange decided at an 
emergency meeting on February 3 to ban 
with immediate effect fresh dealings in all 
the specified scrips except for delivery, 
tightened up the margin screw and 
prescribed limits for jobbing and also for 
member’s outstanding business. 

While these restrictions, designed osten¬ 
sibly to minimise the risk of payments 
defaults at the turn of the settlement, 
resulted in a significant decline in the 
volume of business, their impact on prices 
was marginal and short-lived. After a briel 
spell of uneasiness the market turned firm 
again and the BSF sensitive index sealed 
a new high on February 6 and closed at 
2309.36. 

Viewed against the background of 
deceleration in the growth of the in¬ 
dustrial sector, slow-down in ihe offiake 
of steel, aluminium and cement, huge an¬ 
ticipated budget deficit, high inllaiion, 
dear money policy and the widely an¬ 
ticipated hike in railway freight rates and 
fares, the slock market’s performance 
would appear quite intriguing. Apparent¬ 
ly, bulls who continue to dominate the 
market scene take the view that ihe 
government which is making desperate ef¬ 
forts to woo foreign invesimeni is unlikely 
to re.sort to any fiscal measure which will 
adversely affect the expectations of pro¬ 
spective investors. 

The two immunity .schemes—the India 
Development Bonds and the Remittance 
of Foreign Exchange (Immunities) 
Scheme 1991—have succeeded in mobilis¬ 
ing over $ 2 billion and the possibility of 
other similar schemes is being mooted. In 
view of the opportunities lor turning 
black money into white, fun her liberalisa¬ 
tion of the FERA provisions pulling 
MNCs at par with Indian companies, 
reports that the government is consider¬ 
ing a new strategy to attract foreign invest¬ 
ment and the prime minister’s assurance 
to foreign investors that the government 
will not resort to any nationalisation, the 
stock market bulls arc looking loiward to 
a signiricant increase in ihe flow of investi- 
blc funds from abroad. 

Bulls consider the prevailing reces 
sionary trend to be an inevitable conse¬ 
quence of the process of economic 
liberalisation. They contend that with 
New Delhi firmly committed to vigorously 
pursuing economic reforms, the sugges¬ 
tions made by the repicsentatives ol 
leading business organisations in their pre¬ 
budget memorandums to the finance 
minister for reviving the economy through 
appropriate changes in taxation are likely 
to receive favourable consideration. The 
stock market’s optimism that the resource 


mobilisation effort will not be allowed to 
spoil the climate for investment may not 
prove misplaced. 

This IS not to suggest that the market 
will keep pushing ahead to scale new highs 
indefinitely. Technical adjustment from 
time to time is a normal market pheno¬ 
menon. When the market might pause to 


GUJARAT STATE FERTll.lSERS 
(GSFC) recorded very fine performance 
during the year ended March 1991. Wnh 
a production of 9.32 lakh tonnes of fer¬ 
tilisers, the plants at Fertilisernagar 
achieved the highest ever capacity utilisa¬ 
tion of 133 per cent, thanks to implemen¬ 
tation of various programmes of replace¬ 
ment, renovation, modernisation and 
debottlenecking Though the DAP plant 
at Sikka faced a major constraint in terms 
ol shortage ol imported raw materials like 
phosphcric acid and ammonia, produc¬ 
tion of DAP was higher at 2,71 lakh 
tonnes than I 79 lakh tonnes in the 
previous year. 

The performance ol the industrial pro¬ 
ducts division has also been encouraging 
The plants producing caprolactuni. 
anonc, nylon, melamine and industrial 
gases operated well above 100 per cent of 
capacity There was all-round improve¬ 
ment in production of all the products 
except caprolacium and melamine Pro 
duction ol nyloii-6 chips increa.sed by 20 
percent from 6,183 tonnes to 7,421 tonnes. 
As a result ol debottlenecking, the com¬ 
pany was able to produce a higher quan 
Illy of anone, an import substitute used 
by pesticide maiiulacturers The opeiaiion 
of the caprolactuni plant was affected by 
the reduced availability of beiuene. Pio- 
duciion of caprolacium declined from 
20,641 tonnes to 20,364 tonnes. 'I he pro 
fitability ot Ihe polymer division improved 
on account of efficient operation ol plants 
coupled with diversification into high- 
value end products. With Ihe merger of 
Gujarat Nylon effective from April 1990, 
the company produced 4,816 tonnes of 
synthetic filament yarn for the first time 
despite various teething problems This 
unit uses caprolacium in the manufaciure 
of yarn. Il is expected that there will be 
progressive improvement m the operation 
of fibre u iit in the coming years. 

Aggregate net sales showed an incicasc 
of 8.3 per cent during 1990-91, Gross 
profits grew by 31.2 per cent while profits 
before tax expanded by only 10.7 per cent 
due to an 85 per cent increase in deprecia¬ 
tion. There was a rise of 26 per cent in 


allow technical forces to have their full 
play IS anybody’s guess. The process of 
technical adjustment, tl delayed for long, 
can be quite painful once it docs gel under 
way. The sharpe.sl one-day break on 
february 7, induced presumably by deep 
conceiii over the developments on the 
Kashmir border, could well mark the 
beginning ol Ihe corrective phase 


proliis alter tax, thanks to reduced lax 
provision 

The company spent Rs 263.57 crore in 
loreign currency for the import of raw 
materials, stores, capital goods and others 
during 1990-91. Import of raw materials 
accounted foi 75.7 per cent of total 
foreign currency expenses. As against this, 
foreign exchange earned was Rs 0.62 crore. 
Fffoits are being made to increa.se exports 
vil MEK Gxime, melamine, manomer 
sheets, monomer pellets and caprolactum. 

I he company has undertaken massive 
expansion projects which arc iii various 
stages of implementation The plant for 
Ihe cogeneration of 50 MW power and 
sieam costing Rs 135 crore is scheduled 
to be commissioned within the next three 
years. The caprolacium expansion project 
for the production ol additional 50,000 
tonnes is also under implementation. The 
company is also seeking approval for ad¬ 
dition of 50,000 tonnes to the caprolac- 
lum capacity. It is also proposed to set up 
a 1,350 tonnes per day ammonia plant at 
rcriilisernagar The I,(K)0 tonnes per day 
new sulphuric acid plant and facilities for 
additional 10,000 tonnes ol melamine are 
undci implementation. In order to finance 
these projects as well as for augmenting 
long-term working capital the company 
proposes to issue partly convertible rights 
debenture worth Rs 225 crore. 

In the field of research and develop¬ 
ment, the company made considerable 
progress on strain isolation, fermentation 
and hioassay work on the bio-pesticidc 
project It IS proposed to continue the 
research work on membrane technology, 
corrosion and environment related issues. 

Funds flow III 1990-91 is estimated at 
Rs 390,57 erbre. Borrowings and trade 
dues formed 77 per cent ol the total 
sources Nearly 94 per cent of the total 
funds outflow went for fixed assets. 

MODI RUBBER 

Accent on Consolidation 

MODI RUBBER achieved 6.4 per cent in¬ 
crease in turnover during the year ended 


COMPANIES 

Continuing Expansion 


Economic and Political Weekly February 8. 1992 


243 



March 1991. Despite highly competitive 
market conditions and sharp increase in 
raw material prices, gross profits improved 
by 9.3 per cent. Profits before and after 
tax were higher by 20 per cent and 16.8 
per cent, respectively. 

Against the backdrop of the 38 per cent 
increase in the price of SBR and substan¬ 
tial increases in prices of other inputs like 
polybutadine nylon tyre cord, butyl syn¬ 
thetic rubber and rubber chemicals, the 
performance of the company in 1990-91 
reflected the high degree of acceptance of 
its products in the market. 

Production of automobile tyres at 21.23 
lakh, however, showed a decline of 0.5 per 
cent over the previous year. Production of 
automobile lubes also declined by 0.2 per 
cent to 19.32 lakh. Increase in sales was 
thus mainly attributable to higher unit 
value realisation. 

Export earnings at Rs 32.59 crore 
recorded a fall of 18.4 per cent. The 
decline has been attributed to the Gulf 
crisis. The company plans to explore new 


markets in Africa and Latin America 
besides stepping up activities in existing 
markets in USA, Afghanistan and 
Bangladesh. The foreign exchange outgo 
was Rs 52.27 crore in 1990-91. 

The company undertook a programme 
for balancing modernisation at the 
Modipuram and Modinagar plants. 
Estimated to cost Rs 125 crore, this pro¬ 
gramme is expected to be completed by 
the end of March this year. This project 
will ensure optimum utilisation of produc¬ 
tion facilities and rationalisation of the 
product mix. 

The company promoted several new 
companies in 1990-91, Gujarat Guardian 
which plans to produce float glass is one 
such. The project is expected to go on 
stream in the first quarter of 1993. Modi 
Fibres which is establishing a high wet 
modulus solvent spun cellulosic fibre pro¬ 
ject and Modi Mirrles Blackstone which 
plans to implement a project for manufac¬ 
ture of diesel generating sets based on 
heavy fuel are among other companies 


The Week's Companies (fts lakh) 

Gujaral Slale M odi Rubber _ Garw arc Wall Ro[>es 

_Fcnili scrs 

Financial Indicalors March March March March March Maich 

1990 1991 1990 1991 1990 1991 


Income/expen'ses/projili 
Net sales 
Other income 
Raw materials consumed 
Power and fuel 

Other manufacliiring expenses 

Labour cost 

Other expenses 

Operating profiis 

Interest charges 

Gross profits 

Depreciation 

Profits belore tax 

Tax provision 

Profits after lax 

Dividends 

Liabtliiie.t/assei\ 

Paid up capital 
Reserves and surplus 
Long term loans 
Short term loans 
Other liabilities 
Gross fixed assets 
Accumulated depreciation 
Inventories 

Of which finished goods 
Receivables 
Loans and advances 
Cash and bank balances 
Investments 
Other assets 
Total liabilitics/asscts 
Key financial ratio'' 
turnover ratio 
Return on sales 
Return on invest nieni*/o 
Return on equity 
Earning per share 
Dividend ('/») 

Book value per share (Rs) 
Current market price 
P''E ratio 


657hS 

68851 

36561 

lOKs 

1257 

846 

10062 

.15692 

2.1716 

— 


1524 

I6.SII 

17521 

1298 

1119 

3702 

2828 

1649 

27S2 

4218 

I07L1 

14685 

4.158 

2110 

3.195 

1852 

«60,t 

11290 

2506 

2.17.S 

419.1 

998 

6228 

6897 

1508 

1094 

4.10 

900 

.M,14 

6467 

608 

1147 

1736 

260 

4476 

5994 

10.18 

.13570 

.181.12 

5599 

24846* 

47414* 

2464 

- 

— 

4502 

21161 

27170 

14617 

50100 

87000 

16847 

19600 

24000 

10018 

14782 

21581 

6254 

82.1'l 

12890 

2690 

11428 

8174 

.1014 

17853 

15168 

6695 

6702 

7749 

2718 

2896 

3195 

2710 

92 

43 

_ 

84251 

118910 

28220 

0 7.S 

058 

1 30 

1.108 

16 40 

6 85 

10 21 

9 49 

8 88 

13 49 

14.66 

9.16 

11 55 

10 85 

5.86 

300 

300 

2 50 

85 59 

77.99 

6.194 


.142 50 

— 

• 

31 57 

— 


3892.1 

2876 

3507 

701 

209 

158 

23952 

1189 

2301 

1612 

98 

148 

1877 

109 

176 

.12.18 

162 

206 

4578 

601 

575 

4581 

512 

603 

1841 

189 

257 

2740 

.141 

346 

930 

126 

157 

1810 

217 

189 

MIX) 

20 

30 

710 

197 

159 

285 

57 

57 

1018 

284 

284 

6024 

866 

927 

121.1 

559 

652 

6527 

765 

1087 

16109 

873 

804 

17410 

1970 

2305 

1084.1 

843 

1008 

6612 

652 

110(> 

2904 

384 

730 

.1261 

542 

679 

8877 

489 

277 

2842 

65 

107 

2750 

455 

262 

- 

17 

26 

10911 

1347 

.1754 

1 26 

0 86 

0 9.1 

7 04 

11 93 

9 87 

8 86 

10 25 

9 22 

10 05 

17 11 

13 1.1 

6 84 

641 

5 59 

2 75 

2(KI 

2 00 

68 01 

39 91 

42 11 

82 50 

— 

140 00 

12 06 

— 

25 04 


* total borrowings 


promoted by the company. 

To meet the requirements for funds for 
implementing the plant balancing/moder¬ 
nisation programme costing Rs 135 crore 
and for investment of Rs 35 crore in the 
new projects, it is proposed to issue fully 
convertible debenture worth Rs 62.28 
crore to shareholders on rights basis and 
additional debentures to the employees. 
It is also proposed to capitalise Rs 4.15 
crore from general reserves to issue bonus 
shares to shareholders in the ratio of 2:5. 

Funds flow in 1990-91 was Rs 35.16 
crore. Borrowing formed 42.4 per cent of 
the total. The major share of funds was 
used for working capital requirements. 

GARWARE-WALL ROPES 

Severe Pressure on 
Margins 

GARWARE-WALL ROPES, engaged in 
manufacture of synthetic rope, twines and 
yarn with an installed capacity of 7,223 
tonnes, witnessed an unprecedented in¬ 
crease in raw materials prices, resulting 
from the Gulf crisis and depreciating 
value of the rupee. As a result margins 
came under severe pressure. Despite an in¬ 
crease of 21.9 per cent in net sales, gross 
profits improved by only 0.9 per cent. 
There was a fall of 12.9 per cent in pro¬ 
fits before tax due to an increase of 24.6 
per cent in depreciation provision. The fall 
in profits after tax was 19.3 per cent. 

Out of total raw material consumption 
of Rs 19.57 crore in 1990-91, the import 
content was 81.5 per cent. The value of 
raw material consumption went up by 65.8 
per cent. Cost of power and fuel also rose 
by 51 per cent. Cost of finance also went 
up by 36 per cent. All this had its effect 
on the expenses-to-sale ratio, which rose 
Irom 0.83:1 to 1:1. 

The company produced 7,587 tonnes of 
synthetic rope, twines and yarns as against 
6,217 tonnes in the previous year—an in¬ 
crease of 22 per cent. However, capacity 
utilisation was slightly lower at 105 per 
cent from 106.7 per cent due to increase 
in installed capacity. 

Export earnings showed a growth of 
21.85 per cent from Rs 7.83 crore to 
Rs 9.54 crore. Foreign exchange outgo was 
Rs 15.84 crore, comprising Rs 13.76 crore 
for import of raw materials. The cif value 
of raw materials imported went up by 88 
per cent in 1990-91. 

The company plans to diversify into 
polypropylene multi-filament yarn for 
which a letter of intent to manufacture 
20,000 tonnes has been received. However, 
the company had to defer the implemen¬ 
tation of the project in view of the pre¬ 
sent difficult economic situation. 
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IN THE CAPITAL MARKET 

Core Parenterals 

CORE PARENTERALS is issuing 
8,30,000 14 per cem partly convertible 
debentures of Rs 190 each at par for a 
total of Rs 6.15 crore. Out of the issue 
4,67,500 debentures arc reserved for 
preferential allotment as follows: to 
shareholders of the company (85,000), to 
working directors/employees (42,5(X)) 
and to non-resident Indians (3,40,(XX)) 
The balance of 3,82,500 debentures are 
being offered to the Indian resident 
public. The public issue will open on 
February 18. Each debenture will com¬ 
prise three parts; part A ol Rs 35. part 
B of Rs 85 and part C ol Rs 70. Pan A 
will be converted into one equity share 
of Rs 10 at a premium of Rs 25 six 
months after the allotment of the deben¬ 
tures. Part B will be converted into such 
number of shares at such price as mav 
be determined bv the f'ontrollcr ol 
Capital Issues 21 months Irom the date 
of allotment. Part C will be redeemed on 
the expiry of seven years Irom the date 
of allotment The share capital ol the 
company will increase from Rs 2.30croie 
to Rs 3.15 crore consequent upon the 
first conversion of the debentures and a 
share premium accouni ol Rs 2 13 crore 
will be created Core Parenterals, pro¬ 
moted by B R Haiida, Sushil Ifanda and 
Sunil Handa, is engaged in manufaclui 
ing intravenous (IV) fluids At the end 
of the last financial year ihe company's 
installed capacity stood at 180 lakh hot 
ties per annum, representing a three-fold 
expansion ol Ihe capacity ol 60 lakh boi 
tics per annum with which the company 
commenced operations in 1988. flic 
company is now installing additional 
capacities of 180 lakh bottles ol large 
volume IV fluids and 450 lakh ampoules 
of watei foi injection The company’s 
plant IS located at Rajpiir in Mehsana 
district of (jujaral The total cost of the 
expansion project is estimated at Rs 37 
croie and is expected to be financed 
through the issue of partially convcrtible 
debentures Rs 16.15 crore, issued non¬ 
convertible debentures Rs 2 crore, inter¬ 
nal accruals Rs 6.97 croie and term loans 
from IFCI Rs 11.88 ciore (loreign 
exchange loan Rs 10 10 crore and lupee 
loan Rs 1.78 crorc). Core Parenterals 
recorded sales of Rs 13.20 crore in the 
financial year ended March 31, 1991 and 
a post-tax profit of Rs 2.57 crore and 
declared a dividend of 21 per cent 
Champak Lai investment and Financial 
Consultancy and Indbank Merchant 
Banking Services are the lead Managers 
to Ihe issue. 

Punjab Con-Cast Steels 

PUNJAB CON-CAST STEELS is issu¬ 
ing 18,75,000 12 per cent fully convertible 


debentures of Rs 160 at par for a total 
of Rs 30 crore. Out of the issue 6,19,895 
debentures are being i.ssued on rights 
basis to the shareholders and employees 
of the company and 62,755 debentures 
are reserved for preferential aHotmcni to 
working direciors/employees. The 
balance ol 11,92,350 debentures for a 
total of Rs 19 09 crore are being offered 
to Ihe Indian public The public issue will 
open on February 18 Each debenture 
will be converted into two equity shares 
ol Rs 10 each at a premium of Rs 70 per 
share at the end ol six months from ihc 
date of allotment. The paid-up capital of 
the company will go up from Rs 1 18 
crorc lo Rs 6 II crore as a result of the 
debentures issue. Belonging to the Oswal 
Woollen Mills group, the company has 
a mini steel plant at Ludhiana and cur¬ 
rently manufactures a wide range ol 
products in light and medium sections ol 
various grades ol alloy steels, spring 
steels and plain carbon steels As a 
measure of d'versification the company 
IS now setting up a spinning unit with a 
capacity ol 25,000 spindles for manufac¬ 
turing cotton yarn and acrylic yarn at 
Bhiwadi m Alwai district of Rajasthan. 
The project is estimated to cost Rs 35.05 
crore and will be financed through the 
issue of convertible debentures (Rs 30 
crore), term loan Irom Punjab National 
Bank Rs 2 crore, state subsidy Rs IS lakh 
and internal accruals Rs 2 90 crore The 
project IS expected to go into commer¬ 
cial production in April 1993. Punjab 
( on-Cast Steels registered sales of 
Rs KK).24 crorc in the financial year 
ended March 31, 1991 with an alier-tax 
profit of Rs 1 39 ciore and declared a 
dividend of 35 pei cent J M I inancial 
and Investment Consultancy Services 
ind Industrial Finance Corporation of 
India are Ihe I-cad Managers to the issue 

Deccan Granites 

DECCAN GRANITLS is issuing 90 lakh 
equity shares ol Rs 10 each at par for a 
total ol Rs 9 crore Out of the issue, 51.20 
lakh shares are reserved lor firm allot¬ 
ment as follows. Indian resident directors 
.39.20 lakh, non-resident Indians on 
repatriation basis 7 lakh and SBI Mutual 
Fund 5 lakh. Further, 4.50 lakh shares 
are reserved for preferential allotment to 
Indian working directors/employees and 
4 lakh shares to non-resident Indians 
with repatriation benefits. The balance 
of 30.30 lakh shares are being offered to 
the Indian public. The issue will open on 
February 19. The paid-up capital of the 
company will go up from Rs 1.66 crorc 
to Rs 9.50 crorc after the issue of shares 
Promoted by L Uiham Kumar and 1 
Vijay Kcmiar Rao, Deccan Granites is a 
100 per cent ex port-oriented unit (EGU) 
It manufactures polished granite building 


panels with an annual installed capacity 
of 34,390 sq metres. The company is now 
expanding its capacity to I 38 lakh sq 
metres It is also planning to nianulac- 
turc granite building-tdes with a capacity 
ol .50,000 sq metres. More than 50 per 
cent of the additional capacity is 
expected to be commissioned for com¬ 
mercial production by Ihc end ol May 
and the balance by the end of August. 
The total cost of the project is estimated 
at Rs 22.72 crore and will be financed 
thiough issue ol equity shares of Rs 9 
crore (promoters Rs 3 92 crorc, mutual 
lunds Rs 50 lakh, noii-rcsidcnt Indians 
Rs 70 lakh and public issue Rs 3.88 
crore), lupee icrm loans Rs 3.36 crore. 
foreign currency loans Rs 2.25 crore and 
deferred paymeiil guarantee Irom IDBI 
and ICICI Rs 8 II crore Deccan Granites 
had sales ol Rs 2 53 crore in the year 
ended March 1991, a rise ol 35 per cent 
over the previous year, and a net prolit 
of Rs 27 28 lakh SBI Capital Markets 
and C'llibank (Merchant Banking Group) 
arc the lead Managers to the issue 

Armour Polymers 

ARMOUR POLYMERS is entering the 
capital market with a public issue of 10 
lakh equity shares of Rs 10 each at par 
aggregating Rs I crore and 2 lakh 14 per 
cent partly convertible debentures ol 
Rs 200 each at par aggregating Rs 4 
crorc The issue will open on February 
19, 1992 Armour Polymers, of the Rs 65 
croie Armour group, is in the field of 
bulk drugs, pharmaceuticals and 
speciality chemicals It is setting up a 
Rs 12 crore project at Tarapur in 
Maharashtra for the manufacture of 670 
tpa of pyridine/picolines. The technology 
for this project has been developed by 
another group company. Armour 
Chemicals Pyridine and picolines find 
wide applications in pharmaceuticals, 
chemicals, dye-stuffs and agro-chemical 
industries. The plant is expected to com¬ 
mence production by this May. Armour 
Polymers has plans to expand its produc¬ 
tion capacities to I,.500 tpa of pyridine 
and 2,0(K) tpa of picolines in a phased 
manner. It has also planned to undertake 
production of related pnxlucts like cyano 
pyridines which are derivatives of 
pyridine and have extensive applications 
in the manufacture of pharmaceutical 
and industrial products The total pro¬ 
ject cost IS Rs 12 crorc and will be 
financed by equity capital of Rs 7.80 
crore (after conversion ol PGDs), non- 
convertible debentures of Rs 2 crore. 
rupee term loan of Rs I 72 crore, foreign 
currency loan of Rs 23 lakh and state 
subsidy of Rs 25 lakh The lead 
Managers to the Issue arc ICIC I and 
Indbank 
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STATISTICS 






Variation (per cent) 



Index Numbers of Wholesale Prices 


Latest 

Over 

Over 

Over 





(1981-82 - 100) 

Weight 

Week 

Last 

Last 

March 

In 

In 

In 

In 



lt-l-92 

Month 

Year 

31. 1991 

90-91 • • 

89-90 

88-89 

87-88 

All Commodilies 

100.0 

2I3.8 

1.3 

13.1 

11.5 

10.3 

7.4 

7.5 

8.2 

Primary Articles 

32 3 

229.2 

1.7 

19.2 

17.2 

12.8 

2.5 

4.6 

11.7 

Food Articles 

17.4 

25 L5 

4.4 

21.0 

19.3 

12.3 

LI 

9.9 

8.8 

Non-food Articles 

10.1 

245.7 

3.9 

19 6 

16.7 

17.0 

3.8 

-1.7 

21.6 

Fuel, Power, Light and Lubricants 

10.7 

208.6 

50 

11.4 

10.6 

12.1 

4.0 

5.6 

2.9 

Manufactured Products 

57 0 

206.1 

04 

22 9 

8.3 

8.3 

11.2 

9.4 

7.8 






Variation (per cent) 



Cost of Living Index 


l.atest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1991 

1990-91 

1989-90 

88-89 

87-88 

Industrial Workers 1982 = 1(X) 

225" 

0.9 

136 

119 

11.2 

6.5 

9.1 

9.0 

Urban Non-Manual Employees 1984-85 - 100 

185"’ 

0.5 

14.2 

9.5 

11.0 

6.9 

8.2 

7.9 

Agricultural Labourers July 60 to 

990'« 

1.5 

23 1 

15 4 

7.5 

3.2 

11.4 

12.5 

June 61 - 100 













Variation (per cent in 

brackets) 



Monfty and Banking 


Latest 

Over 

Over 

Over 







Week 

Last 

Last March 31. 

In 

In 

In 

In 



t27 12-9I) 

Month 

Year 

1991 

90-91 

89-90 

88-89 

87-88 

Money Supply (Mj) 

Rs crore 

3,0l,l68 

2,612 

45,032 

35,732 

34,300 

28,571 

22,027 

22,295 



(0.9) 

(17 6) 

(13 5) 

(3.6) 

(18.1) 

(15.7) 

(18.8) 

Net Bank Credit to Government Sector 

Rs crore 

1,59.I69 

-1,788 

22,864 

18.970 

21,778 

12,715 

12,811 

12,776 

Bank Credit to Commercial Sector 

Rs crore 

1,79,964 

362 

18,069 

6,817 

19,552 

20,531 

12.389 

11,294 

Net Foreign Exch Assets of Banking Sector Rs crore 

15,079 

3,055 

5,966 

6,513 

1,429 

637 

682 

1,314 

Deposits of Scheduled Commercial Banks 

Rs crorc 

2,19,748 

1,864 

34.009 

22.479 

24,230 

22,041 

15,321 

17,320 




(00.9 

(18.3) 

(11.4) 

(14.5) 

(18.7) 

(14.9) 

(20.3) 

Foreign Exchange Assets 

Rs crore 

9,490 

2,525 

7,046 

5,102 

-1,710 

-600 

508 

604 




(36 3) 

(288.3) 

(116.3) 

(- 30.0) 

(-9.5) 

(-6.6) 

(8.6) 

Index Numbers of Industrial 

Weight 

Latest 








Production 


Month 

Averages for 


Variation (per cent) 


(1980-81 = 100) 


(July 91) 



In 

In 

In 

In 

In 




1991-92 

1990-91 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

General Index 

100 0 

203.2 

199.8 

201.3 

84 

8.6 

8.7 

7.3 

91 

Mining and Quarrying 

11.5 

200 0 

208,4 

211.1 

3 5 

6.3 

7.9 

3.8 

6.2 

Manufacturing 

77.1 

l%8 

192.1 

195 7 

9.2 

86 

8 7 

7,9 

9.3 

Electricity 

11.4 

249.5 

243.8 

229.4 

8.6 

10.8 

9.5 

7.7 

10.3 

Basic Industries 

39 4 

NA 

NA 

NA 

4 3 

5.4 

9,9 

5.6 

92 

Capital Goods Industries 

16 4 

NA 

NA 

NA 

21,9 

22 4 

70 

15.9 

18.2 

Intermediate Goods Industries 

20.5 

NA 

NA 

NA 

5 6 

4.3 

11 5 

4.8 

4.4 

Consumer Goods Industries 

23 6 

NA 

NA 

NA 

NA 

6 3 

4.2 

6,5 

7.1 

Durable Goods 

26 

NA 

NA 

NA 

10 9 

1.7 

12.0 

7.8 

18 9 

Non-Durable Goods 

210 

NA 

NA 

NA 

5.2 

75 

2.5 

6.2 

4.9 

Foreign Trade 

Uml 

l.atcsi 

Cumulative for* 








Month 



In 

In 

In 

In 

In 



(Oct 91) 

1991-92 

1990-91 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

Export 

Rs crorc 

3,442 

22,324 

17.761 

32,527 

27,681 

20,232 

15,674 

12,452 






(17.5) 

(36.8) 

(29.1) 

(25.9) 

(14.3) 

Import 

Rs crorc 

4,209 

25,473 

23,103 

43,171 

35.416 

28,235 

22,244 

20.096 






(21.9) 

(25 4) 

(26.9) 

(10.7) 

( 2.2) 

Balance of Irade 

Rs crorc 

767 

- 3,149 

5..342 

-10,644 

-7.735 

-8,003 

-6,570 

-7,644 

Employment Exchange Statistics 

Unit 

Latest 

Cumulative for* 








Month 



In 

In 

In 

In 

in 



July 

1991 

1990 

1990 

1989 

1988 

1987 

1986 

Number of Applicants on Live Register 










as at end of F^riod 

1'housand 

35,580 

35.580 

34,098 

34,632 

32,776 

30,050 

30,247 

30,131 

Number of Registrations 

Thousand 

784 

3,543 

3,912 

6,541 

6.576 

5,963 

5,465 

5.535 

Number of Vacancies Notified 

Thousand 

43 

296 

294 

530 

600 

543 

621 

623 

Number of Placements 

Thousand 

25 

155 

169 

284 

289 

329 

360 

351 

Income 

Unil 

1989-90 

1988-89 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

1982-83 

Gross Domestic Product (current prices) 

Rs crore 

3,92,524 

3,49,105 

2,94,408 

2.60,442 

2.34,159 

2,07,869 

1,85,991 

1,58,851 

Gross Domestic Product (1980-81 prices) 

Rs crorc 

1,95,237 

1,85.543 

1,70,716 

1,63,924 

1,57.348 

1,49,966 

1,44.310 

1,33,469 

Per Capita Income (1980-81 prices) 

Rupees 

2,142 

2,078 

1.910 

1,881 

1.852 

1.804 

1,780 

1,682 

1 * For current year upto latest month for which data 

aic available and for corresponding period of last year. 



** Excluding gold and SDRs Upto latest month for which data arc available. 

NA- Not available. 




1 + 4 Provisional data. @ Quick estimates. 










1 Sotes. (1) Superscript numeral denotes month to which figure relates, e g. superscript' indicates that the figure is for January and so on. 

(2) Figures in brackets denote percentage vanalion 

over pres lous period. 
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Industrial Exit: Red Herrings and 
Real Options 

JM 

In the absence of a clearly stated policy on sick industrial units 
and in the context of the o\crall recession and the restructuring of 
industry, ad hoc arrangements and motivated closures by 
industrialists will go against the interests of workers who have no 
mechanism for redrcssal. However, in the formulation of such a 
policy certain false issues have to be a\oided and the real 
alternatives identified. 


THh fiiilure so I'at lo announce a policy 
on industrial exit is probahly one ol the 
most significani lacunae m goseinmeni 
policy-making today. When the ness in¬ 
dustrial policy was first announced in 
.luly, and the .Inly budget made provision 
for a National Renewal 1 und, it was 
rumoured that high-level dilterences over 
the exit pohc 7 proposed in the draft docu 
inent had prevented an early announce¬ 
ment of the policy in us entirety l ater, 
there was a promise to place such a policy 
before parliament in the winter session 
During this session, parliament did pass 
an important amendment to the Sick In¬ 
dustrial Ompanies Act, enabling 
chronically sick public sector companies 
to be referred to the Board for Indiistiial 
and Financial Reconstruction (BIFR). but 
the exit policy itself was not revealed 
However, since the memorandum attach 
ed to the linance minister’s letter ol in- 
, tent to the IMF for the stand-by loan pro¬ 
mises that “a suitable framework lor 
reducing barriers to exit” will be for 
mulatcd by the time of the Wl *)} 
budget, some movement is widely ex¬ 
pected on this front in February. But 
rumours continue to abound of sharp dif¬ 
ferences Within government and the rul¬ 
ing party, and no clear indication has yet 
emerged of what the government’s exit 
policy is likely to be. 

In the meantime, we have been treated 
to a tantalising display of official coyness, 
combined with occasional startling hints 
(often made abroad or m the presence of 
foreigners) about the contents of an exit 
package which is yet to be formally an¬ 
nounced, As a result perhaps, the World 
Bank has promised $ SOO million for the 
National Renewal Fund from past un¬ 
disbursed IDA sanctions even before it is 
clear what use the Fund will actually be 
,put to. There has also been a spate of the 
usual tripartite meetings involving trade 
unions, employers and government, but 
these have turned out largely to be occa¬ 


sions when ihc dillcicni sides have t.ikcii 
their usual posiuie, vviih much shadow 
boxing bill no leal movement And the 
issue ol exit has also bcvoine the subiesi 
ol manv ghtteimg seminars, organixed ol 
licially or with olficial blessings bv miei 
nalional organisations and private toiin 
dalions, w'herc trade unions eiiil up by 
being lectured to by assorted esonomists 
on the need tor austentv and a change m 
altitude, but again wnh little by way ol 
concrete suggestions. In all this, the 
government has lailed to take a definite 
position Yet, despite the fad that olficials 
slill sec 'exit' inainlv as closure or relien 
chmeiil with compensation, iheie are 
some signs (loi example, the linance 
nimisier’s leceni ofl-ihe culf offer to write 
oil loans ol sick umis taken ovei bv 
woikers! that unorthodox solutions, such 
as greatci suppon to workeis’ co 
operatives, may linally have arrived on the 
agenda. ("Icarly there is awareness that 
‘exit’ isoncol the most politically sensitive 
matters that need lo be addiessed, and <inv 
attempt to push something through hur¬ 
riedly, as has been the case with so many 
other recently announced policies, is 
bound to end in disaster. 

Nonetheless, it is essential that the 
government does announce a systematic 
strategy of its own, which could then be 
debated among concerned parties, about 
what It plans to do about industrial 
sickness and closures This is an urgent re- 
quiiement in the current conjuncture nut 
simply because some such policy usually 
forms part of the stabilisation-adjustment 
package currently under way, but more 
importantly because in the absence of a 
stated policy, and in the context of overall 
recession and restructuring of industry, 
ad hoc arrangements and motivated 
closures by industrialists would certainly 
go against the interests of the workers, 
who would have no mechanism for 
redressal in the current situation. 

This point needs to be elaborated upon. 


POLICY WATCH 

Most World Bank-IMF economic 
packages usually involve an industrial exit 
policy which makes it easier to retrench 
labour with some compensation and 
renuwes various legal barriers to the 
closure ol loss-making enterprises. This 
IS olien an essential ingredient of such 
piogiammes lor several reasons. Success- 
liil stabilisation typically works by 
depressing overall demand in the 
economy, along with raising interest rates, 
both ol which put pressuie on the profits 
ol piodiictivc units and can cause weaker 
liims to make losses or go under. If such 
Inins are maintained by direct or indirect 
government support, this adds to the 
liseal burden which is the lirst item usual¬ 
ly sought lo be leduced l asy slosure is 
also imporiani lor Muiciural adjustment' 
both because reduced proieciiofi liom 
internaiional competition makes existing 
films more vulnerable, and because easv 
exit IS seen lo provide greater flexibilily 
to the piodialion structure and thus 
lender it moic competitive internaiionallv 
Similaily, instruments like devaluation ol 
ihe currency are also mote elleciive when 
the bargaining power ol workers is reduc¬ 
ed by such policies, because devaluation 
IS only successful if the wage share in out 
()ul IS reduced as a result lor all these 
reasons, a legal package which aciiiallv 
eases the path lo closure ol industrial 
nuns, by reducing the necessarv citmpen 
sation lo workers or removing restrictions 
on land sale, etc, is often combined with 
the other policies that aie cuirently being 
applied lo the Indian economy 

Howevei, there is a case lor a slated 
policy on sickness and closures even in¬ 
dependent ol the considerations ol those 
inient on lollowmg Fund-Bank prescrip¬ 
tions. Of course, simply making life legal 
ly easier lor those who wish to close dow n 
industrial units is both facile and no solu¬ 
tion to ihe broader problems in industry 
But equally, not having an explicit policy 
IS bad news for workers in the present 
situation The stabilisation currently 
under way has already begun to have an 
impact on industrial output and invest¬ 
ment, and the recession can definitely be 
said to have begun. Inevitably in such a 
situation, industrialists will start looking 
for ways lo further cut wage costs, typical¬ 
ly through retrenchment and other 
devices. Already in the past decade, wage 
costs as a proportion of total costs have 
declined significantly. It is well known to 
all observers of the Indian industrial scene 
that lock-outs by employers are increas¬ 
ingly a major means by which they can 
eventually force acceptance by labour 
unions of retrenchment of some workers, 
as a pre-condition for lifting the lock-out. 
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This is nuide all the easier as legally no 
compensation needs to be paid to workers 
in the case of a lock-out, while compen¬ 
sation does have to be paid for legal 
strikes. 

In the period since the liberalisation 
drive which began around the mtd-l980s 
and was characterised by implicitly greater 
government support to employers, the 
phenomenon of lock-outs has increased 
dramatically, accounting for well over half 
the total persondays lost in industry, and 
in West Bengal lock-outs have constituted 
99 per cent of the loss of persondays. A 
study by the Labour Department of the 
West Bengal government suggests that of 
this, 77 per cent of the mandays lost 
resulted from “uneconomic running, 
financial stringency, loss of economic 
viability, etc”, leading to “management’s 
intention to reduce complements”. Such 
tactics can only increase in the present 
scenario, and are doubly dangerous. Not 
only do they lead to the loss of employ¬ 
ment in an unanticipated and unplanned 
way, leaving workers with no powers of 
prevention or redressal, but they also 
operate to depress industrial investment 
over time because of the capital that 
remains locked up in such enterprises 
Clearly, this ad hoc ‘solution’ represents 
the worst of all possible worlds, and more 
systematic policy initiatives are required 
to deal with the process ot industrial 
restructuring. 

The problem is acute because the 
number of workers likely to be affected 
is already large and growing daily. An 
estimate by Dalip Swamy puts the numbei 
of workers employed in industrial units 
characterised as ‘sick and weak’ in 1990 
at nearly 3 million, with 68 per cent of 
such units being in the small scale sector. 
Obviously, as recession and tight money 
hit industrial profitability, more and more 
units would fall into the sick and weak 
category and more and more employers 
would seek ways of reducing the labour 
force within the existing legal framework 
Therefore trade unions and others con¬ 
cerned with the welfare of workers should 
insist on the speedy implementation of a 
policy which is broadly acceptable and 
protects the interests of workers as far as 
possible. 

In the formulation of such a strategy, 
it is important to disregard certain red 
herrings which have come to dominate 
discussion and media commentary. One 
such red herring relates to the protective 
labour laws currently in force. The argu¬ 
ment is frequently heard that these labour 
laws, many of which came into force in 
the late 1970s and early 1980s, and which 
give some protection to workers, have 
actually operated to increase inefficiency 
and reduce overall productivity in 


industry, in fact, precisely the reverse may 
be argued, that the falling proportion of 
wage costs in total costs indicates increas¬ 
ed labour productivity and more efficient 
use of labour, which is supported by 
theoretical literature on implicit contracts 
as well as the experience of countries like 
Japan. The 1980s were marked by rapid 
output growth but stagnation of employ¬ 
ment in organised manufacturing. It is 
curious that the positive aspect of this, 
faster productivity growth, is usually at¬ 
tributed not to the effects of labour 
legislation but to liberalisation, while the 
legislation is blamed for the negative 
aspect, stagnant employment, when the 
opposite causality appears to fit the facts 
better. Certainly, low employment growth 
during the 1980s can be related far better 
to the product composition and sectoral 
pattern of industrial growth generated by 
the liberalisation during the 80s than to 
any increa.sed employment cost as a result 
of legislation. Indeed, if anything, in¬ 
dustrial legislation in India today gives 
disproportionate power to employers, as 
the evidence on misuse ol the lock-out 
phenomenon .suggests. Thus revamping ol 
labour laws is likely to prove of little or 
no use in generating ‘dynamism’ in the in¬ 


dustrial sector, even while it reduces the 
bargaining power of workers. 

A second red herring is the obsession 
with the losses of public sector under¬ 
takings and the feeling that closure of a 
few such enterprises would do wonders for 
the government’s fiscal deficit. There is 
absolutely no evidence to indicate that in 
Indian industry the working of the private 
sector has been definitely superior to that 
of the public sector. There are examples 
of inefficient and efficient management 
in both, and the overall gross rates of 
return on capital employed in the two 
sectors are not vastly different, despite the 
fact that PSUs are .saddled with respon- 
sibiliiies much more diverse than simply 
maximising profits Where i he operational 
profitabilii) ol PSUs is really abysmal is 
in sectors like slate electricity boards and 
road iranspoit corporations, where pric¬ 
ing policies indicate a targe element of 
subsidy borne by the enterprise and not 
government. The spread ol industrial 
sickness is greater in both absolute and 
relative terms in the private sector And, 
in areas such as Research and Develop¬ 
ment, large private sector units spend a 
much smaller proportion than do PSUs. 
Partial or complete privatisation of PSUs 


[hQ NATIONAL LAW SCHOOL OF 

UNIVERSITY 

Nagarbhavi, Bangalore-560 072 

“■ ADMISSION FOR 1992-93 SESSION 

NISIU, the lirsi and the only Law University in India sponsored by ine 
Bar Council ol India, oilers Legal Eoucalion in mulli-disciplinary coniexl 
a; Ihe Unoei-graduale and Post-graduate levels It is a resioeniial University 
ano provioe.s Hostel lacililies lor boys and girls II is managed by a 
Governing Council ot which Ine Chief Justice ol India is the Visitor 
Tho tiniversiiy ctlfs 

1 B ft . LL B (Hons ) A live-year inleoraied Programme prepanng 
sliiOenls lor Ihe Bar ano varied careers in law 
|a| Eligibilny 10-i 2 School eiammalion or equivalent wiin 

not less man 60% maiXs. Students taking 
qualitying exam m March/Apnl 199? also 
eligible to apply 

(b) Age Limit ■ Below 20 years as on IslJuly. 1992 (22 
years m case ol SC/SI Candidates! 


|c) Admissions are based purely on ment. based on Ihe 
perlormance at the All India Admission Test lo be held on 
Sunday. 3rd May. 1992 at Bangalore, Delhi, Bombay and 
Calcutta All admissions will be completed on or belore 301h 
June Classes begin on Isl July 1992 
2 The University also admits students lor LL M., M Phil., Ph.O (Social 
Sciences) and LL.D Degrees Details regarding above courses may 
be obtained by wnling lo the Registrar belore April IS, 1992 
Fo' Application Form write lo the Registrar at the above address with a 
Bank Dratt lor Rs 200/- payable to Ihe NLSIU at Bangalore Issue ot 
Applicalions will commence Irom lOlh March, 1992. Last dale lor 
receipt ol completed Applications is Hlh April 1992 
Previous Years' Test papers are available Irom oKice at Rs 10/- per copy. 


248 


Economic and Political Weekly February 8, 1992 




wpuld not necessarily mean their more 
efficient functioning—if anything it is 
simply short-term resource-raising at the 
cost of future profits. 

Nor would closure of sick PSUs 
necessarily be a reduction on demands 
made on the state exchequer. An example 
should suffice: the 39 PSUs identified in 
Rajya Sabha recently by the minister of 
state for public undertakings as ‘chronical¬ 
ly sick’ showed total losses of Rs 970 crore 
in 1989-90, as against sales of Rs 2,320 
crore. However, these units together also 
showed substantial value added of Rs 780 
crore, which significantly exceeded the 
total wages, etc, paid to the nearly 2 lakh 
employees. The losses can therefore be 
accounted for almost entirely by interest 
and tax payments which accrue directly 
or indirectly to the government. In such 
a situation, closure of these enterpri^ses 
without more productive use of the 
resources elsewhere would mean not only 
a major drop in output, but could even 
increase the fiscal deficit instead of leduc- 
ing it. In turn, the net effect on the 
economy could be inflationary rather than 
stabilising if the reduction in supply 
exceeds the reduction in demand. 

The third important red herring which 
has distracted attention from essential 
issues is the idea that ail that is really 
needed is the provision of a ‘safety net’ 
for displaced workers, in terms of cither 
larger severance pay or some other kind 
of compensation which would prevent or 
reduce trade union unhappiness with the 
new policies. The announcement of the 
‘National Renewal Fund’, with financial 
pledges from i he World Bank, is of a piece 
with this attitude. This view is misplaced 
in its initial assumption that labour rather 
than management is the biggest stumbl¬ 
ing block to effective restructuring and 
greater indu.strial efficiency In fact, as the 
BIFR has noted again and again, indus¬ 
trial labour has generally been found to 
be co-operative in various schemes for 
revival, while incompetent and/oi dis¬ 
honest management has been the prin¬ 
cipal cause of sickness, and owners’ litiga¬ 
tion has usually been the greatest barrier 
to revival. Certainly, provision must be 
made for those workers who aie displac 
ed by revamping of industry—but surely 
the basic idea should be not to make pro¬ 
vision for, and then forget, those rendered 
unemployed, but to increase employment 
generation so that the numbers of un¬ 
employed remain limited. This has been 
the basic motivation behind Japanese in¬ 
dustrial restructuring since the early 
1960s, and it makes even more sen.se in a 
country like India. In that sense, ‘safety 
nets’ can be seen at best as short-term 
measures to maintain social and political 
stability, rather than part of a systematic- 


attempt to increase employment, produc¬ 
tivity and overall growth in the economy. 
The focus of industrial policy, including 
exit policy, should be on the latter. 

The real consideration behind an exit 
policy should be that while units which 
become non-viable should clear their past 
dues as much as possible and cease to exist 
on their current legal basis, the resources 
in such units should be redeployed as ef¬ 
ficiently as possible without consideration 
of past liabiiiiie.s. This involves two prin¬ 
ciples. First, that those responsible for 
sickness must pay, and in particular fulfil 
all legal obligations to employees and 
creditors, and not gain as a result of exit. 
Secondly, that revival or other redeploy¬ 
ment measures should begin on a clean 
slate, be considered as a fresh project 
without any obligation on the part of the 
new entity to meet past encumbrances, 
and be eligible not only for all incentives 
due normally to new investment but also 
to any specific incentive that may be 
designed to avoid unemployment of cur¬ 
rently employed workers. The current 
practice violates both principles since 
existing management is usually involved 
in revival schemes and these schemes 
depend on advance of new credit, often 
at subsidised rates, without writing off old 
debt. Managements responsible for 
sickness have a vested interest in the 
present system because this usually 
enables them to continue to be in charge, 
and they can use prolonged litigation and 
lock-out to pul off creditors and lav oil 
•workers, often without due and timely 
compensation 

However, while these basic principles 
may not be in dispute and the current pro¬ 
cedures lound unsatisfactory by all, the 
design of a new exit policy is bedevilled 
by two problems, both involving funda¬ 
mental ditlerences in perception The first 
involves the ownership ol existing asseis, 
particularly land. It has been estimated 
that sick private sector units own over .10 
crore square mciies of land whose current 
market value w'ould not only finance loan 
write-offs and handsome retrenchment 
benefits but also leave a huge surplus for 
the current owners if they are allowed to 
sell this land. Industrial interests see this 
as a veritable ‘gold mine’ and their 
preference is for an exit policy which vests 
such land unambiguously to existing 
owners and makes the sale of such land 
easily possible. The viewpoint of state 
governments is radically different and they 
argue tha: most of the land involved was 
sold to the units at cheap rates on condi¬ 
tion of a particular land use, and its sale 
should not lead to unwarranted capital 
gains through a process which involves 
both unemployment and diversion of land 
to non-industrial use. Existing laws make 
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closure conditional on state government 
permission and, since land sales are not 
normally permitted, this leads to owners 
preferring the existing inefficient BIFR 
route to outright closure. 

This unfortunate impasse can of course 
be avoided by means other than vesting 
the land unambiguously to existing 
owners and allowing them windfall capital 
gains. The right to use land for industrial 
use can be separated from the right to sell 
It for non-industrial use, and solutions 
thought of on this basis. For example, the 
banks can be allowed to forcibly convert 
their debt to equity for sick units and sell 
this unencumbered equity to some new 
management on conditions of industrial 
land use and guarantee of workers’ rights. 
Or the slate government can vest the right 
to sell land to a co-operative of existing 
workers, allowing limited sales on condi¬ 
tion that the proceeds be used to create 
new equity, giving substantial ownership 
rights to the workers, to be invested pro¬ 
ductively Or the stale government can vest 
the right to land sale in itself and acquire 
the right to become owner, if a company 
becomes sick, after buying off the existing 
equity and using part sale of land to carry 
out new investment. 

These different modalities of treatment 
of land rights conform to different owner¬ 
ship and management structures, and this 
IS the second issue involving fundamen¬ 
tal differences in opinion. The last option 
above involves state ownership in effect 
and many will argue that this has proved 
a lailure in the past But this is certainly 
better discipline than allowing existing in¬ 
efficient or dishonest owners undue 
capital gain However, the real solution 
probably lies in cither of the other two op¬ 
tions or some combination of them: one 
involving a market-based takeover after 
debt liquidation subject to a level playing 
field on land-use conditions and workers’ 
rights, and the othei a movement towards 
workers’ control. The real debate should 
begin here, and this should involve al¬ 
titudinal fleMbility from trade unions, in¬ 
dustrialists and the central and state 
governments. And the National Renewal 
Fund, as well as the Asset Reconstruction 
Fund recommended by the committee on 
financial reform, should not be frittered 
away in hand-outs but used to form a cor¬ 
pus for genuine retraining and productive 
investment in companies which their 
owners turn sick. 
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Cim LIBERTIES 
Libel by Misquotation 

A G Noorani 

The US Supreme Court has held that an altered quotation is 
protected from the charge of libel as long as it was a ‘rational 
interpretation’ of what was said. 


THE press is often at the receiving end of 
politicians’ wrath when things go wrong 
for them. They simply deny what they had 
said. But thanks to tape-recorders, denials 
have become fewer But that does not 
lessen the tensions in this symbiotic rela¬ 
tionship. The United States Supreme 
Court’s recent ruling in the case of The 
New Yorker magazine on libel by mis¬ 
quotation deserves study for two reasons. 

First, rulings of that court have been 
regarded by our Supreme Court and high 
courts as precedents of high persuasive 
value. Secondly, a ruling which satisfied, 
both, the magazine and the person who 
sued it and the writer of the article is liable 
to be misunderstood because of its seem¬ 
ingly ambiguous character. The court’s 
decision was by a majority of seven to two. 

The facts were simple. Jeffrey M 
Masson, a Sanskrit scholar and a 
psychoanalyst, became disillusioned with 
Freudin psychology, while serving as pro¬ 
jects director of the Sigmund Freud 
Archives. This made him pre-eminently 
eligible for press interviews Janet 
Malcolm, a contributor to The New 
Yorker, taped several interviews with 
Ma.sson and wrote a lengthy article for the 
magazine on his relationship with the 
Archives. She wiote a book on the sub¬ 
ject which Alfred A KnopI, Inc, publish¬ 
ed. One ol Malcolm’s nairative devices 
consists of enclosing lengthy passages at¬ 
tributed to Masson in quotation marks 
Masson allegedly expressed alarm about 
several errors in those passages before the 
article was published After its publica¬ 
tion, and with knowledge of Masson’s 
allegations that it contained defamatory 
material, respondent Alfred A Knopf, Inc, 
published the woik as a book, which por¬ 
trayed Masson in a most unflattering 
light. He brought an action for libel under 
C alifornia law in the federal district court, 
concentrating on six passages alleged to 
be defamatory. In each instance, the 
quoted statement does not appear in the 
taped interviews. The parties disputed 
whether there were additional untaped 
interviews, the notes from which Malcolm 
allegedly transcribed. 

The court held that the alleged inac¬ 
curacies were substantially true or were 
rational interpretations of ambiguous 
conversations and, therefore, did not raise 
a jury question of actual malice, which is 
required when libel is alleged by a public 


figure. The court of appeals affirmed. The 
court found, among other things, that one 
passage—m which Masson was quoted as 
saying that Archive officials had con¬ 
sidered him an ‘intellectual gigolo’ while 
the tape showed that he said he “was much 
too junior within the hierarchy of analyses 
for these important analysts to be 
caught dead with (him)’’—was not 
defamatory and would not be actionable. 

in 1967 m the famous New York Times 
case, the Supreme Court had ruled that 
a public figure can sue for libel only when 
the statement is not only false and 
defamatory but was also actuated by “ac¬ 
tual malice” or “reckless disregard for the 
truth”. The court of appeals ruled that an 
altered quotation is protected from a 
charge of libel as long as it was a “rational 
interpretation” of what a public figure 
had actually said. The Supreme Court 
held this view to be wrong 

Justice Anthony M Kennedy spoke for 
the court and drew the line fairly. He said 
“A fabricated quotation may injure 
reputation in at least two senses, either 
givtng rtse to a conceivable claim ol 
defamation, hirst, the quotation might 
injure because it attributes an untrue fac¬ 
tual assertion to the speaker. An example 
would he a labricated quotation ol a 
public official admitting he had been con¬ 
victed ol a serious crime when in tact he 
had not. Second, regardless ol the truth 
oi lalsity of the tactual matters asserted 
wnhtn the quoted statement, the attitbu- 
tion may result tn injury to reputation 
because the manner of expression or e\en 
the fact that the statement was made 
tndteates a negattve personal trait or an 
altitude the speakei docs not hold John 
lennon once was quoted as saying ol the 
Beatles. ‘We’re more popular than Jesus 
Christ now’ (7/we, August 12, 1966, p 78) 
Suppostng the quotation had been a 
fabrication, it appears California law 
could permit recovery for detamaiion 
becau.se, even without regard to the truth 
of the underlying assertion, false attribu¬ 
tion of the statement could have injured 
his reputation!’ 

A self-condemnatory quotation can be 
more damaging than an allegation by 
another. The question here as in any other 
libel case was whether the misquotation 
was done maliciously or recklessly. That 
is for the jury to decide because it is a 
question of fact, not law 


Justice Kennedy said 
We reject the idea that any alteration beyond 
correction of grammar or syntax by itself 
proves falsity in the sense relevant to deter¬ 
mining actual malice under the First Amend¬ 
ment. An interviewer who writes from notes 
often will engage in the task of attempting 
a reconstruction of the speaker’s statement. 
That author would, we may assume, act with 
knowledge that at times she has attributed 
to her subject words other than those actually 
used Under petitioner’s proposed standard, 
an author in this situation would lack First 
Amendment protection if she reported as 
quotations the substance of a subject’s 
derogatory statements about himself 
Hven if a journalist has tape-recorded the 
spoken statement of a public figure, the full 
and exact statement will be reported in only 
rare circumstances. The existence of both a 
speakei and a reporter, the translation bet¬ 
ween two media, speech and the printed 
word, the addition ot punctuation; and the 
practical ncccs.siiy to edit and make intelligi¬ 
ble a speaker’s perhaps rambling comments, 
ail make it misleading to suggest that a 
quotation will be reconstructed with com¬ 
plete accuracy The use or absence of punc¬ 
tual ion may distort a speaker's meaning, for 
example, where that meaning turns upon a 
speaker’s emphasis ot a particular word In 
other cases, it a speakei makes an obvious 
rnisslaienieni, lor example, by unconscious 
suhsliliilioii of one name for another, a jour¬ 
nalist might alter the speaker’s words but 
preserse his intended meaning And con- 
verselv, an exaci quoialioii out of context can 
disiori meaning, although (he speaker did use 
each reported word 

This shows an understanding of the 
problems which the reporter faces. But the 
judge was equally alive to the problems 
which lace victims ol deliberate or reckless 
falsification that comprises actual malice 
turns upon words and punctuation only 
because words and punctuation express 
meaning. Meaning is the life of language. 
Quotations may be a devastating instru¬ 
ment lor conveying false meaning, “in the 
case under consideration, readers of ‘In 
the I reud Archives’ may have found 
Malcolm's portrait of petitioner especially 
damning because so much of it appeared 
to be a sell-portrait, told by petitioner in 
his own words. And if the alterations of 
petitioner’s words gave a different mean¬ 
ing to the statements, bearing upon their 
defamatory character, then the device of 
quotations might well be critical in fin¬ 
ding the words actionable!’ The misquota¬ 
tion must alter the meaning substantially. 

The judge went through each of the six 
challenged quotations and held that it was 
open to the jury to decide on the ques¬ 
tion of malice. The case was remanded to 
the trial court. The press was pleased with 
the result because mere misquotation was 
held not to be actionable. The press in 
India can also take heart but the limits of 
liberty are clear. 
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COMMENTARY 


PRICES 

Inflation Gathering Momentum 


The prices of essential commodities as a group spurted by 16.7 
per cent in 1991 as compared to 11.8 per cent in the previous year 
and accounted for 49 per cent of the 13.1 per cent rise in the 
general price level, as measured by the wholesale price index, 
during the year. 


THE wholesale price index recorded a 
growth of 13.1 per cent in the calendar 
year 1991 on a poini-io-poini basis on top 
of an increase of 12.6 per cent in 1990 
(Table I). This rate of inflation is the 
highest since 1983 On an average basis, 
the rate of increase was 11.3 per cent in 
1991 as against 9.2 per cent in 1990 

The wholesale price index which was 

187.4 at end-December 1990 was moving 
up at a steady pace averaging about 0.3 
per cent per week during the first 26 weeks 
ending June 29, 1991 to icach 2(X).l 
(Table 2). Subsequently, perhaps under 
the impact ol price expectations triggered 
by the devaluation ol the lupee and the 
announcement of the budget pioposals, 
the uptrend acccieraicd and in the next 
eight weeks the increase averaged abuui 
0.6 pet cent per week, the index touched 

210.4 in these two months Thcrealicr, 
with the advent ol the seasonal decline in 
prices during September and October 
1991, the index was more oi less steady 
and the all commodities index hovered 
around 210 4 However, the ellect of the 
seasonal decime seemed to be temporary, 
prices ol articles innuenved by seasonal 
factors did not register the expected 
decline. Prices stalled looking up alter the 
announcement ol increase in the support/ 
procurement prices ol agricultural goods 
and the increase iii the adininistrative 
price of coal in Decernbet 1991 and the 
index touched 212 0 by end ol 19*^1 

The increase of H I per cent duiiug the 
year 1991 was brought about bv a rise ol 
18 9 per ceni in primary articles (17 4 per 
cent in the previous year), 10 7 pci cent 
in fuel, power, light and lubricants (18 3 
per cent) and 10.2 per cent in maiuilac- 
lured products (8.9 per cent). The respcc 
live increases in 1989 were 0 6 per cent, 
4.2 per cent and 13.1 per cent (Table 1). 
This implied that the price rise ol 7 9 per 
cent in 1989 was largely due to a spun in 
prices of several manufactured com¬ 
modities, especially cotton and jute tex¬ 
tiles, electrical and non-cicctrical 
machinery, iron and steel, and non-ferrous 


metals and metal products. This seven- 
commodity group having a weight about 
18 per cent m the all commodities index 
contiibuted about 40 per cent to ths price 
rise in 1989 However this trend underwent 
a sharp change during 1990 There were 
steep increases in the prices ol primary 
commodities of mass consumption and 
this trend vvas sustained throughout 1991 
mainly due to policy changes such as hike 
m support prices of agricultural products, 
increase m procurement prices and reduc¬ 
tion m subsidies for fertiliser and lood and 
use III transport cost due to increase in 
diesel and petrol prices. 

Essential cotiimodiiies as .i group 
spurted by 16 7 per cent tii 1991 as com¬ 


pared to 11.8 per cent in the previous year 
and contributed 49 per cent to the increase 
of 13.1 per cent in the general price level 
during the year as compared to a lower 
contribution of 36 per cent in 1990 (Table 
3). The prices of cereals rose by 29.8 per 
cent during the year as compared to 12.9 
per cent last year. 

The inability to achieve a breakthrough 
in production of pulses, which was stag¬ 
nant around 14 million tonnes, resulted in 
a steep decline in availability in the face 
of growing demand leading to a rise of 

9.4 per cent m prices on top of a rise of 
16.1 per cent in 1990 (Table 4). With flour 
mills facing acute shortage of wheat, 
owing, among other things, to substantial 
export of wheat, flour puces rose by 14.5, 
per cent during the year which in turn had 
Its impact on bread and biscuits prices. 

Sugar was an exception to the all-round 
increases in prices ol essential com¬ 
modities. Higher sugar production and 
judicious release of sugar for public 
distribuiion kept the sugar price steady at 
around Rs 9 50 pei kg in the retail market 
throughout the year However, a firm 
trend was observed in gur prices which 
could be attributed to the government’s 
decision to export 5,000 tonnes of gur 


Tabu |- Tri nos in Wiioi i sai t Pric i iNotx- Major Oroiii's 


year 

All C oiiimodilies 

Prim.irv Articles 

l ucl. Power, l.ight 
and l.ubricanis 

Manufactured 

Products 

198.3 

8.2 

12.9 

4.3 

6.1 

1984 

S 7 

3 5 

4 5 

7.3 

1985 

4 1 

0,6 

II 1 

4.8 

1986 

6 3 

10 4 

62 

4.2 

1987 

99 

126 

5 7 

9.0 

1988 

54 

3 1 

3 2 

72 

1989 

7 9 

0 6 

42 

13.1 

1990 

12.6 

17 4 

18 3 

8.9 

1991 

13 1 

18 9 

10 7 

10.2 


Tabi I 2- Phasi -wisl Movimi nts in iHt WnoiLSAir Pru i Index 


Dec 1990 

June 1991- 

Aug 1991- 

Oct 1991- 

June 1991 

Aug 1991 

Oct 1991 

Dec 1991 

(26 Weeks) 

(8 Weeks) 

(9 Weeks) 

(9 Weeks) 

All commodities 6 8 

5.1 


0.8 

(7 0) 

(1 2) 

(2 4) 

(1.5) 

Primary articles 10.6 

6.3 

- 03 

1.4 

(12.3) 

(1 3) 

(1.0) 

(2.3) 

Fuel, power, light and lubricants 1 9 

4.2 

0.6 

— 

( 1.0) 

(0 3) 

(0 3) 

(18.9) 

Manufactured products. 5 4 

46 

0 1 

- 0 1 

(4 4) 

(1.2) 

(1.8) 

(1 3) 


\o/e: Figure.s in brackets are percentage variations during the corresponding period of 1989-90 
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during October 1990 to September 1991. 

Changes in groundnut oil prices usually 
set the pace for price movements in edible 
oils. With about IS per cent increase in 
groundnut oil prices, edible oil prices 
recorded an increase of 19.4 per cent in 
1991. In the retail market coconut oil 
recorded a stupendous rise ol 52 per cent 
and rapesced and kardi oil rose by 15 per 
cent and It per cent, respectively. Soya- 


IaMII 3 WlK.MTiDCONtKIBljriON 

lo Pkiii Rim 



1991 

1990 


loot) 

100 0 

All commodities 

(13.1) 

(126) 

Essential commodities 

49 

36 

Industrial raw materials 

15 

15 

Administered prices* 

13 

20 

Others 

23 

29 

The coniribuiion of 

this Item 

would be 


higher if one were lo include procuiemeni 
prices, suppon prices and prices ol goods 
covered under the public disiribuiion system 


bean oil and sunflower oil also recorded 
8 per cent and 7 per cent increases despite 
bumper production. In the face of in¬ 
crease in the production of oilseeds at 190 
lakh tonnes (against 168 lakh tonnes in 
1989-90) the pi ice rise in edible oils 
presented a complex situation. The main 
reason is the age-old supply and demand 
imbalance With consumption demand ol 
65 lakh lonnes, production of 55 lakh 
tonnes ol oil was short by a good 10 lakh 
lonncs. 

Industrial raw material prices jumped 
by 17.8 per ceni in 1991 on top ol an in¬ 
crease ol 17.5 per cent in the previous yeai 
The mam coniribution to the increase 
came Irom librcs and oilseeds Oilseeds 
went up by 27.5 pel cent as compared with 
35,2 per cent in 1990 despite larger pro¬ 
duction l-ibre prices shot up b> 37.1 pei 
cent in 1991 compared to a ri.se ol 10 8 pet 
cent III 1990 tight supply position in 
respect ol raw cotton due to lall in pro¬ 


duction from 13.55 million bales to II.SO 
million bales in the face of consumption 
of 11.20 million bales and export of 1.2 
million bales set off panic buying and 
spiralling prices of raw cotton. 

Increases of 10 to 25 per cent took place 
also in the prices of other important pro¬ 
ducts of regular use like soaps, toothpaste, 
blades, etc. Commodities of daily con¬ 
sumption like eggs, fish, salt, milk, etc, 
also registered price increases. 

The incieasc in coal price by 26.8 per 
cent in the fourth week of December, the 
upward revision in mineral oils price in 
June, the periodical revision in electricity 
tariffs, ihe marking up of fertiliser prices 
by 37.4 per cent in the last budget and the 
revision from time to time of prices of 
non-lerrous metals together pushed up the 
index lor administered price commodities 
by 9.2 per cent m 1991, which was a com¬ 
paratively lower rise than that of 14.4 per 
cent in 1990 


T SHI 1 4 CHANt.l InWhOIISAII PKKhlNDLX 



Weight 

1991 

1990 

1989 

1988 

1987 

1986 

1985 

1984 

1983 

All romiiMMlilit'M 

KNI.tHN) 

13.1 

12.6 

7.9 

5.4 

9.9 

6.3 

4.1 

.5.7 

8.2 

Eam-nlial eonimudilieH* 


16.7 

11.8 

3.8 

8.8 

1(1.7 

8.5 

3.9 

2.6 

12.0 

Cereals 

6 824 

29.8 

129 

1 6 

10 5 

10.2 

74 

8 2 

36 

4 1 

Pulses 

1 093 

94 

16.1 

3 3 

22 2 

31 9 

-84 

04 

II 2 

32.4 

Vegetables 

1 291 

- 37 

57.3 

14.1 

-89 

9 0 

22.0 

30 9 

219 

28 9 

Fruits 

2.798 

39 4 

19 7 

24 6 

12 5 

17 9 

23 2 

17 1 

11.3 

27 8 

Milk 

1 961 

16 7 

74 

0 8 

188 

15 0 

3 5 

62 

4.1 

13.2 

Egg. tish and meat 

1 783 

6 5 

15 5 

62 

S .*) 

5 1 

34 

II 9 

48 

9.0 

Condiments and spices 

0 947 

45 7 

.34 4 

20.6 

18.2 

11.5 

43 2 

-6 4 

7 4 

33.3 

Tea and coffee 

0.689 

13 0 

15 8 

42 9 

10 5 

-89 

II 4 

- II 9 

10 6 

47 7 

Alta, rawa. siiji, etc 

1 530 

14 S 

12 0 

8.0 

192 

88 

II 0 


13.7 

10.2 

Bread and biscuits 

0 242 

21 1 

. 8.2 

3 6 

5 3 

10 4 

86 

3 7 

1.2 

5.2 

Sugar and gur 

4 059 

3 1 

4 5 

189 

08 

3 4 

1 0 

15 2 

83 

15.1 

Salt 

0035 

17 7 

10 7 

18 6 

15 9 

1 1 

-0.9 

4 4 

12 1 

0.6 

Edible oils 

2 44S 

19 4 

.33 1 

3 1 

7 8 

21 2 

24 5 

24 

04 

16.7 

Packed tea and coflec 

0 2.36 

20 2 

2.3 4 

22 1 

0 1 

27 

68 

2 5 

13 3 

18.1 

Soft drinks 

0 066 

19 2 

14.8 

4 8 

4.5 

36 8 

4 5 

19 1 

6 1 

1.5 

Bidi and cigarettes 

1 92*' 

11 4 

1.3 .3 

21 2 

16 1 

18 7 

2 3 

16 1 

43 

60 

Cotton lexiiles 

6 093 

12 2 

5 9 

15 4 

9 9 

121 

02 

22 

4.3 

2.2 

Medicine 

1 065 

7 7 

3 5 

5 9 

64 

62 

1.9 

5 7 

3 3 

2.3 

Soaps 

0 880 

18.8 

39 

07 

1 2 

82 

4 7 

56 

12 7 

8.6 

Industrial roW nialrrialH** 

I0.6.3S 

17.8 

17.5 

8.9 

1.9 

11.3 

12.2 

-1.8 

6.5 

14.6 

Fibres 

1 791 

37 1 

10 K 

9 1 

2 8 

34 0 

14 8 

37.8 

31.3 

29.2 

Oilseeds 

.3 861 

27 5 

35 2 

10 6 

27 9 

32 0 

28 1 

5 4 

- 3.6 

22.2 

Adniinisl<-n-«l prin-s^ 

2«..347 

9.2 

14.4 

6.11 

3.5 

4.11 

4.2 

8.7 

5.4 

1.7 

Coal 

1 256 

26 8 

0.5 

12 5 

— 

18 0 

12.1 

0.3 

28 1 

2.0 

Mineral oils 

6 666 

7 6 

31 6 

_ 

26 

02 

5.2 

12.1 

_ 

4.4 

Electricity 

2 741 

8.8 

64 

70 

6 3 

10 2 

5 .3 

150 

3.3 

5.2 

Fertiliser 

1.748 

37 4 

— 

07 

- 8 8 

- 

8 8 

04 

2.1 

-8.5 

Non-ferrous metals 

1 025 

5.3 

6.3 

19 6 

25 7 

22 5 

5 7 

2.6 

13.5 

7.4 

Iron and steel 

2 441 

1 9 

5 9 

17 7 

5 4 

II 7 

- 1 5 

18.4 

10.3 

4.3 

<Mh«*r roinin4iditi«*M 

31.467 

9.4 

11.5 

12.9 

3.8 

11.8 

3.5 

3.6 

9.2 

5.9 


* Composite index of cereal.s, pulses, fruiis. vegetables, milk, egg, fish, meat, lea, coflee, bread, atia, sugar, gur, cotton textiles, medicine, soaps, etc. 
** Composite index of fibres, oilseeds,non-food articles, metallic minerals and other minerals. 

■r Composite index of crude oil and products, coat, electricity, non-ferrous metals, iron and steel, fertilisers and ferro alloys. 
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Left Response to Drought 
in Maharashtra 

Anant R S Phadki* 

Early last month a small dbarna in Bombay of poor/middle 
peasants from all over Maharashtra sought to focus attention on 
the current drought in the state. What were the issues raised? 


THE current drought in Maharashtra has 
begun to evoke a new response from the 
left in Maharashtra. As a sequelae to the 
meeting on drought organi.scd by the 
Shramik Mukti Dal in October, a bioad 
left platform, ‘.lx)k Vidnyanik Dushkal 
Nirmoolan Vyasapceih' (People’s Scienti¬ 
fic Drought Eradication Plailorm) has 
been formed, consisting ol left-partics or 
their front-organisations and other left 
and pro-people organisations, and a lew 
intellectuals. The ‘vyasapeeih’ (plall'orni) 
had Its first major meeting on December 
15, at Aurangabad, in Marathwada region, 
where the current drought is the most 
severe 

I he vyasapceih has based iiscll partis 
on the successful innosaiise protects ol 
drought-proofing in Maharashiia m ilic 
non-government sector and partly on 
modern research in this held which have 
together revolutionised the strategy lor 
drought-proofing. Tlje community-based 
people’s projects m Ralegaoii-Siddhi, 
Aadgaon, Balawadi Tandtilwadi etc 
have shown that a holistic siiaiegy using 
simple measures like waieished deselop- 
ment, on-farm plantation of indicious 
mix ol traditional and newer yatieiies ol 
trees, generation and use ol tree biomass 
as biofertiliser, equitable distribution ol 
very limited amoiini ol water lot ’protec¬ 
tive irrigation’, can together fuKil the 
minimum needs of a poor middle peasant 
family. These experiments base pointed 
out that the felt-need ol the latiners lor 
a sturdy cash-crop can be met yyiihoui 
resorting to water-inlciisiye crops like 
sugarcane. Production ol biomass oi dif- 
leretit varieties including diHereni types 
of trees and their prodiicis can liillil this 
need and at the same time lay down ihe 
basis of a biomass based sustainable agio 
industrial development Since water 
requirement for successful agrictiltuie has 
been shown to be lar less 'haii what con¬ 
ventional, dominant expertise would make 
us believe, almost all the cultivated land 
in Maharashtra can now be brought uiidei 
‘protective irrigation’, provided a holistic 
strategy mentioned above is implemented. 
This optimistic scenario is quite different 
from the Barve Committee’s view that not 
more than 30 per cent of the cultivated 
land in Maharashtra can be brought under 
irrigation. 


The vyasapeeth has, therefore, demand¬ 
ed a complete overhaul of both the 
agricultural development strategy and the 
irrigation system in Maharashtra. Accor¬ 
ding to the vyasapceih landless labourers 
should also be included in this equitable 
water-distribiiiion since water is a natural, 
hence common resource and all the irriga¬ 
tion works aie the fruits of laboui of 
farm-labouters The quantum of water to 
be distributed would depend on the 
agroclimatic conditions in different areas, 
but the principle of equality in distribu¬ 
tion would remain. The vyasapeeth has 
demanded that in the current drought, 
works should be started to extend canals 
to complete the incomplete weirk of 
existing canals, to increase the efficiency 
ol existing irrigation projects by under¬ 
taking repaiis ol canals, removal ol silt, 
soil and water conservation measures, etc, 
and water Irom these projects be Jisin- 
bulcd as abinc 

The perspective ol equitable disiribu 
non ol water is dillerent from the stand 
taken by the Drought Relief and Liadica 
non Comiiiittee (now delunci) which had 
demanded waiei-supply ol 12 and 18 in 
dies per acie lor ‘kharif’ and ’rabi’ crops 
respectively and had not ruled out sugar¬ 
cane culnvaiioii on canal irrigation 
Hciwcvet, modem rcseaich, including the 
research in the Balawadi-landiilwadi 
rcseaich pioied (neat the now famous, 
tiny Baliraja dam) has show n that protec 
live irrigation, on larm tree cultivation 
and the use of its biomass to improve the 
quality ol soil can reduce the water 
icquiremeni to a mere 15 inches lor a 
family with three acres of land Secondly, 
watci-inieiisive sugarcane cultivation is no 
more the only solution for fulfilling cash- 
crop requiremeiil of the larmers The 
vyasapeeth has taken into account these 
newer developments. In one major depar¬ 
ture from conventional thinking, the 
vyasapeeth has argued for a water-supply 
ol around I,5(X) cubic metre of water per 
family irrespective of the amount of land 
owned by the lamily. 

The second major point of emphasis ol 
the vyasapeeth is watershed development 
In a way. watershed development is the 
key to drought-eradication in Maharashtra 
Though this principle is now widely 
recognised, in actual practice has not been 


implemented. For example, the Maha¬ 
rashtra government had declared that in 
the current drought, up to 50 per cent of 
the work done under droughKelief will, 
once again, consist of road-repairs and the 
like. However there is the need to make 
a complete break from the practice of 
spending resources in this unproductive 
manner and instead to use it on watershed 
development. In many areas, the plans for 
watershed development are not ready. But 
this should not become an excuse for con¬ 
tinuing unproductive expenditure on road- 
lepairs. The Mukti Sangharsh movement, 
in the Sangli district has shown that basic, 
elementary work on watershed develop¬ 
ment can be started without waiting for 
a thorough scientific study of the area and 
that ordinary people in the area can con¬ 
tribute meaningfully in the preparation of' 
the watershed development plan in their 
own areas Mukti Sangharsh has also 
shown that the regional university 
students and staff can be mobilised in the 
planning and execution of drought- 
proofing schemes m that area. The 
vyasapeeth has demanded such measures 
on an all-Maharashtra basis. The vice 
chancellor of the Marathwada Universi¬ 
ty has publicly responded positively to the 
call ol the vyasapeeth on this issue. Ac¬ 
cording to the vyasapeeth, only such a 
comprehensive programme and a new 
agricultural strategy of sustainable and 
equitable development can break the 
stranglehold of high energy, high-capital 
based and hence dependent development. 

Basing itsell on the overall perspective 
of the vyasapeeth (primartly an educa¬ 
tional and supportive platform) Shramik 
Mukti Dal (.SMD) decided to bring the 
issue ol drought-eradication at the level 
ol political agitation. It has pointed out 
that the additional funds required for 
drought eradication should be obtained 
from urban and rural capitalists who have 
primarily benefited from the developmen¬ 
tal policies so far SMD organised a day¬ 
long ‘dharna’ in front of the Mantralaya 
on .lanuary 20, to focus the attention of 
the government and the public on concrete 
demands for drought-eradication in 
Maharashtra In an open letter to the chief 
minister ot Maharashtra, SMD has 
basically raised the same issues as the 
vyasapeeth. The SMD has also demand¬ 
ed the following: 

include all drought-affected villages in ihc 
otficial lisi ol droughi-alfecled village: bar¬ 
ring exception, all money on drought relief 
works should be spent on productive works 
alone: open tree cailie-camps instead of pro¬ 
viding fodder on loan and use the cattle in ' 
Ihe cattle-camps on drought-relief work. 

SMD has demanded that farmers own¬ 
ing more than three acres of irrigated land 
should be asked to grow fodder on 25 per 
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cent of their land and give it free to 
marginal farmers and labourers for their 
cattle. The irrigated farmers owe this to 
the drought-affected people. Similarly 
free-cattle camps should be opened by 
each of the sugar factories, as was done 
in the Sangli district during the last 
drought. 

The dharna was small, of about 200 
poor middle peasants and labourers from 
three different areas. But it was the first 
such on drought-eradication in receni 
years in Bombay and the participants had 
not demanded anything specifically lor 
themselves. In fact, one of the three con¬ 
tingents was from an irrigated area m 
Sangli district, whereas the other was Irom 
adivasi area near Shahada in Dhule 
district, where the drought has its own 
peculiarities. The revenue minister, 
Bhujbal, conceded most of the demands 
except the two most important ones, 
equitable water distribution and cattle 
camps. The issue of equitable water 
distribution is a very basic policy issue and 
such a small dharna could not, of course. 


Rl VbKS do not recognise national boun¬ 
daries and go running lioin Nepal to 
India to Bangladesh mocking the boun 
daries that humankind has created ii is 
therefore not surprising that some projects 
to harness the rivers involve ihc collabora¬ 
tion of more than one country Some 
other river valley piojects may be executed 
by only one country but nevertheless in¬ 
fluence oihei countries. The kosi and 
Ciandak projects arc examples of Indo- 
Nepal co-operation. On the other hand, 
the Farakka barrage project was executed 
by India and has affected Bangladesh m 
a significant way. 

In all these projects which influence or 
involve more than one nation, there is a 
general tendency to give the maximum at¬ 
tention to discussing how much one coun¬ 
try has gamed ai inc cost of the other. For 
in.stance, in the case of Kosi and Ciandak 
projects the geneial complaint Irom the 
Nepalese side has been that they did not 
get a fair deal As far as the Farakka 
project is concerned, it has been blamed 
for almost all kinds ol problems in 
Bangladesh. 

These complaints may be true to a 


put enough pressure on the government. 
The revenue minister side-tracked the de¬ 
mand for free cattle camps by saying that 
all government agricultural establishments 
had already been asked to produce fod¬ 
der on a priority basis and fodder- 
shortage would not be a problem. 

The issues raised and demands put 
forth by the vyasapeeth are rapidly being 
accepted in progressive circles and have 
the potential of undermining the social 
hegemony of the Congress party on the 
issue of drought-relief and agricultural 
development. That is why, even a small, 
determined dharna by a small left-group 
was able to extract many promises from 
the revenue minister. Even this much is 
often difficult to gain. Undoubtedly, if this 
coalition of left tendencies in Maharashtra 
can mobilise public opinion on a big scale 
on the issue of drought-eradication, the 
Congress would be put on the defensive. 
But is the left leadership in Maharashtra 
today in a position to grasp and internalise 
'politics of alternative development’ as the 
crucial issue for the 90s? 


tessci or greater extent, but what about 
the Indian side ol the deal s' An evalua¬ 
tion ol the benefits ol the Kosi and 
Gandak projects on the Indian side will 
reveal that the benefits have been much 
less than the oiiginal estimates. In addi 
lion there have been some important 
negative ellects loo. The gains have also 
been eaten up by long delays and cost 
escalations Again in the case ol Farakka 
project, the problem of river bank erosion 
on the Indian side over a long stretch has 
become very serious; some parts have 
become more flood-prone. The disruption 
o( fish migration has ruined the livelihood 
of several fishermen. The expected benefit 
of belter navigation has not been realis¬ 
ed to the expected extent. Voices of pro¬ 
test against the barrage have been raised 
in both West Bengal and Bihar 

In fact the complex evidence that has 
been accumulating about the longer term 
impact of large dams, barrages and other 
big engineering structures makes it clear 
that any group which manages to get more 
water, or any other such obvious advan¬ 
tage, will necessarily be the main gainer. 
For example, let us assume that a reservoir 


is to be created in country ‘A’ but most 
of the land to be irrigated lies downstream 
in country ‘B’. So people of country A are 
made to sacrifice their land to irrigate the 
land of country B. But if the dam is an 
unsafe one, a fter some time it collapses 
and kills thousands of people in country 
B. This can happen if country B ignores 
the more basic question of dam safety and 
instead only tries to get a better deal vis- 
a-vis country A. 

But leaving aside the more unlikely 
question of a dam failure, we also know 
that in specific conditions, a large dam 
can also have several kinds of significant 
influence such as aggravation of floods, 
salt water intrusion and coastal erosion. 
This effect can even extend to tributaries 
and through them to an even wider area. 
If the impact can cover such a wide area 
and IS so complex, it does appear silly to 
draw conclusion on the basis of such 
questions as which country is going to get 
more irrigation water and what will be the 
rale at which electricity will be sold. 

The need of the hour is to prepare 
detailed comprehensive, well-researched 
reports on various potential projects, 
drawing in all the experience that has been 
gained so far of their many complex 
aspects. Then the effort should be to try 
to maximise the welfare content. The 
crucial thing is that the project should be 
a sound one, and one that enhances 
overall wcltare instead of diminishing it. 

The lessons ol our past experience, 
however, is that there is really no need to 
speed up tins development beyond a 
reasonable limit. In order not to make 
costly mistakes, wc still have to learn a lot 
of Flimalayan geology and the overall im¬ 
pact of building dams in the Fiimalayas. 
It IS better to start with smaller ventures, 
try to learn as much as possible with the 
passage of time, and then more to a new 
phase il at all this is justified. 
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Joint River Valley Projects 

View from the Ground 

Bharat Uu^ra 

The main objective of joint river valley projects between 
neighbouring countries should be to maximise welfare benefit to 
the people living in the region. 
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Directed Credit Programmes 
A Critique of Narasiuiham Committee Report 

D Narayana 


The gigantic transformation of the Indian banking system in the 
last two decades has no doubt thrown up serious organisational 
and institutional problems. However, rather than solve these 
problems and restore the system to health, the Narasimham 
committee has recommended amputation of the limbs of the 
organism which has evolved over the period. 


THE Indian banking and financial system 
has made commendable progress in the 
last 20 years. A measure of this progress 
is in its geographical spread and reach of 
sectors of production and segments of 
population, which the normal growth of 
the system would not have touched. 
Behind such spectacular growth lay the 
directed growth of the system. Now, in the 
90s, the Narasimham committee has 
recommended the doing away with ol 
such directed growth and has argued for 
the free play of market forces. This, the 
committee argues, would arrest the ero¬ 
sion of “the real value of and return on 
the savings entrusted to [the financial 
institutions] and restore “depositor and 
investor confidence”. 

The main argument of the committee’s 
report runs as follows. Over the last two 
decades the banking .system has increas¬ 
ingly been squeezed. On the one side, the 
Statutory Liquidity Ratio (SLR) and Cash 
Reserve Ratio (CRR) restrictions have 
channelled an increasing share of bank 
funds into government spending (largely 
consumption) .squeezing the funds avail¬ 
able for productive investment. An in¬ 
creasing share of the remaining funds have 
been directed to the priority sector— 
agriculture and related activities—leaving 
a progressively smaller share of the total 
funds for the productive sectors of trade 
and industry which were traditionally 
dependent on bank funds Implicit in this 
argument is the view that the funding ot 
government spending and priority sector 
lending at fixed and arbitrarily low rates 
of interest has affected the returns ob¬ 
tainable by the depositor whose lunds the 
banks handle. A related argument is that 
the direaed growth of the two decades has 
led to a massive expansion of the network 
of branches especially into the rural areas, 
“many of which are unremunerative”. 

The major remedial measures recom¬ 
mended by the committee are the follow¬ 
ing: (1) The SLR instrument should be 
deployed as a prudential requirement and 


not as a major instrument for financing 
the government deficit. (2) The CRR 
should also be progressively reduced and 
be used as an instrument to serve its 
monetary polic’y objectives. (3) With 
respect to directed credit programmes, the 
committee has recommended the use of 
fiscal instruments rather than the credit 
system for achieving the desired objec¬ 
tives. Accordingly the committee has 
recommended a phasing out of the 
directed credit programmes. As this would 
need some lime, some special credit sup¬ 
port in the medium term is suggested by 
redefining the priority sector and by 
reducing the credit target for this sector 
from 40 per cent to 10 per cent ol ag¬ 
gregate credit. (4) With respect to interest 
rates, although the committee does not 
recommend complete de-rcgulaiion, it is 
of the view that concessional interest rates 
sho'ild be phased out. (5) With respect to 
branch expansion, the committee has 
recommended that branch licensing be 
abolished and “the matter of opening 
branches or closing of branches (other 
than rural branches /nr the present) be left 
to commercial judgment” (6) The com¬ 
mittee has also recommended various 
measures with regard to the organisation 
and management of the banking system. 

There may not be much dispute regar¬ 
ding the committee’s recommendation 
that both SLR and CRR should be used 
more as tools of monetary policy lather 
than for allocating bank resources to the 
government This is an issue which 


had been tone into in great detail by 
the Chakravarty committee and the 
Narasimham committee broadly echoes 
the recommendations of the former. But 
there can be serious disagreements regar¬ 
ding the committee’s recommendations 
with respect to directed credit program¬ 
mes. The argument is that directed credit 
programmes have made for low commer¬ 
cial profitability of the system on account 
of (i) rising loan delinquencies; (ii) lack 
of adequate credit business in the semi- 
urban and rural branches; and (iii) con¬ 
cessional interest rales. Neither is the logic 
of this argument carefully set out by the 
committee nor has the committee provid¬ 
ed empirical support for the argument. Wt 
lake up each of these points for discus¬ 
sion in this paper. 

Risinc. Loan Dli iNyufcNC y 

It IS argued that though the directed 
credit programmes of the last two decades 
has made lor massive “expansion of 
priority sector lending” and “to some 
evening out of regional disparities in credit 
deployment”, the desire to attain credit 
targets has meant “inadequate attention 
to qualitative aspects of lending and con¬ 
sequent rise in loan delinquencies”. Can 
this argument be supported? What is the 
evidence? 

A detailed study conducted in Ihmil 
Nadu throws interesting light on this issue. 
Table I presents data on repayments for 
30 branches in the Madurai region of 
Tamil Nadu for two banking years 1984-85 
and 1985-86. At first sight a median figure 
of 60 per cent for recovery is disturbing. 
But It IS no worse for nationalised com- 
nfSrcial banks. In fact, they were doing the 
best, followed by the private,banks, and 
the then the regional rural banks. If the 
argument is that loan delinquencies are on 
account of inadequate attention to 
qualitative aspects of lending, the recovery 
rate should have been much better for 
private banks This needs to be seen in the 
light of the findings regarding the lending 
composition of banks. To quote, 

Dramalic differences exisi in ihe portfolios 

of different kinds of banks Whilst Ihe 


TMIII 1 I OAN Rl ( (At R1 — RrPAS Ml NT AS ProHORTION Ol Dl MANI) 
(1984-85 and 1985-86, Median Values) 


Banks 

All 1 oans 

AgiicUllural 

1 cans 

Jewel loans IRDP/MAPP 
Loans 

Non-Jewel 

Ixrans 

Private banks 

60 

47 

55 

66 

56 

Nationalised banks 

64 

62 

83 

65 

56 

Regional rural banks 

54 

48 

77 

60 

35 

Total 

60 

60 

77 

68 

55 


Source: S Wiggins and S kajeiidran, Kural Hanking in Southern Tamil Nadu. Performance and 
Management. 1987, p 33 
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nationalised banks and the regional rural 
banks lend heavily to agriculture; participate 
substantially in government loan schemes, 
and direct significant amounts of their lend¬ 
ing to weaker sections and to SCVST, the 
private banks' branches remain aloof from 
development and social banking. Their port¬ 
folios are dominated by jewel loans, 
characterised by slight lending under 
schemes—with apparently no lending at all 
in recent years—to weaker sections and 
SC/ST. Private bank lending thus continues 
to be cautious and conservative, with heavy 
stress on loan security {Wiggins and 
Rajendran 1987, p S7.| 

Thus, the reasons for poor recovery may 
be structural. 

Evidence that default is not wilful may 
be found in the repayment of jewel loans. 
To quote. 

The median here is 77 per cent; belter than 
that for overall loans, but still worryingly low, 
with banks' branches holding gold security 
against such loans, which more than covers 
the value of the loan, it would make no sense 
for borrowers to default wiltully. If 23 per 
cent of jewel loan demand is not being col¬ 
lected, It appears that borrowers have indeed 
it hard times. jWtggins and Kajendran 1987, 

P3l.l 

Thus, the problems may have more to 
do with inability to "forge a link between 
technological upgradation in agriculture 
and small industry and the availability of 
finance to enable such technological 
upgradation!' [Narasimham Report, p 29) 
The lack of integration or the poor 
technical support from government 
departments together with the extremely 
high risk of loans for dairying, poultry, 
open wells, sericulture, cottage industries, 
etc, may lead to higher rales ol default. 
The solution to this problem is not in 
denying finance to such activities but Ih 
evolving schemes for better integration of 
the hardware associate with a technology 
with the necessary skills and provision of 
inputs. 

The risk could also be minimised by 
financing a group of households rather 
than individual households. There arc suc¬ 
cessful instances of such efforts. A case 
in point is the group lending method of 
the Bank for Agriculture and Agricultural 
Co-operation in Thailand [Siamwalla and 
others, l990]. Even without such innova¬ 
tions, poor borrowers in India have con¬ 
tinued to repay. To quote a study. 

What IS surprising is ihe extent lo which piHir 
borrowers continue to repay at all. even alter 
investments have tailed and their assets h.iyc 
been sold off Encouraged by the assurances 
of politicians, licher and more secure boi- 
rowers are generally quicker to default 
[Copestake 1987, p 151 ] 

Thus the reasons for the rise in loan delin¬ 
quencies has to be traced to the nature of 
support provided by government depart¬ 


ments to the banks in running the schemes 
and not to the appraisal and supervision 
of the schemes by the banks. To quote the 
same study. 

The commercial banks are emerging as 
relatively efficient and cost-effective in¬ 
struments of rural development, and should 
therefore be given greater control over 
disbursement of public funds jC'opestakc 
1987, p 159.] 

The control over disbursement referred to 
here has to be taken as operating within 
the overall ■ guidelines set by the 
government 

C'RimT-DFi'osn Raiio 

The Narasimham committee argues 
that 

Many of the semi-urban and rural branches 
of banks have been described as 
unremunerative in the sense thai many ot 
them are primarily deposit centres and do not 
generate adequate credit business and, con¬ 
sequently, income (p 34) 

What does the evidence show'.' 

Table 2 presents data on credit-dcposil 
ratios for most of the states by rural, semi- 
urban, and metropolitan branches As is 
evident, in none of the states is the C-I) 
ratio significantly lower lor the rural 
branches. However, it is lower for the 
semi-urban branches There is simply no 
evidence to show that many rural bran 
ches arc primarily deposit centres This 
was the way banks used to function before 
nationalisation. It is commendable that 


directed credit programmes have been able 
to change this dramatically. 

Private commercial banks continue to 
advance a larger proportion of their funds 
in the urban/metropolitan areas. As is evi¬ 
dent from Table 2, except for Andhra 
Pradesh, their C-D ratios are signiHcant- 
ly higher in the urban/metropolitan areas. 
This is in sharp contrast with the perfor¬ 
mance of the nationalised banks. 

Although rural branches cannot be 
characterised as mere deposit centres, the 
volume of business (advances -i- deposits) 
itsell may be low n a large proportion of 
rural branches. Part of the reason could 
be the age of the branch itself. In the 
study by Wiggins and Rajendran referred 
to above, it was observed that “a simple 
correlation of age against business per 
employee gives a coefficient of 0.45" (‘t’ 
value of 2.67, significant at the 2% level)” 
(p 19). Their scatter of plot of business 
per employee vs age of branch showed 
that of the 14 branches which had 
business below 12 lakhs, II (80 per cent) 
were below 10 years of age; of the remain¬ 
ing 16 which had business above 12 lakhs, 
10 (62 per cent) were above 10 years of age 
Thus, there is a gestation lag for the rural 
branches to mature which is long This is 
a factor which cannot be ignored while 
evaluating the performance of rural 
branches of banks. 

The rapid expansion of the bank net- 
woik during the last two decades meant 
the addition of an average 1,500 rural 


1 SHI 1 2 

SiMI -WiSI C HI 1)11 
(As on the Iasi 

Ulixisn Rmiosoi Commiriiai Banks 

1 iiday ol Dcceinber 1989) 

Region/Suile 

Rural 

Semi 1 It ban 

Urban/ 

Me! ropolUiin 

Total 

Haryana 

67 0 

A 1 , 

62 4 

59 9 


( 34 0) 

(5'.'.) 

(70 5) 

(66.7) 

Himachal i’radesh 

34 9 

IS 1 


34 9 

Punjab 

' 35 7 

44 0 

51 5 

44.5 


(20 0) 

(M I) 

(35 3) 

(33.3) 

Rajasthan 

78 3 

5| 3 

60 1 

61.2 

Assam 

72 0 

41 0 

59 8 

55 4 

Bihar 

54 4 

33 2 

34 2 

39.5 

Orissa 

105.8 

65 2 

82.8 

84 0 

West Bengal 

44 5 

26 3 

62 7 

55 5 

Madhya Pradesh 

76 0 

52 4 

72 1 

67.1 

Uttar Pradesh 

46 5 

41 0 

44.8 

44.3 


(25 9) 

(41.1) 

(40.3) 

(39.0) 

Gujarat 

60 7 

47 0 

64.4 

58 6 

Maharashtra 

85 1 

59 8 

77 8 

77.0 

Andhra Pradesh 

111 5 

70.8 

89 6 

88.1 


(53 2) 

(38.4) 

(53.0) 

(50.1) 

Karnataka 

108 0 

76 0 

90.9 

90.7 


(-54 1) 

(47 7) 

(70.5) 

(62.2) 

Kerala 

72.9 

50.3 

87 7 

63.1 


(52 7) 

(49 9) 

(73 8) 

(56.0) 

Tamil Nadu 

102 8 

75.0 

105 7 

98.4 


(•6) 

(54 4) 

(120.9) 

(100.2) 

All India 

63 8 

50 0 

69.8 

64.7 


Nole Figures within the brackets are for private banks. 

Source: Reserve Bank of India, Report on Trettd and Progress of Banking in India, 1989-90. 
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branches a year. This has essentially meant 
that the proportion of young branches 
(below 10 years of age) to the total number 
of rural branches was over 50 per cent 
throughout this period. This factor would 
have exercised a depressing effect on the 
average volume of business per employee 
for the rural sector as a whole. 

CoNCESsioNAi iNitREST Rates 

“The committee is of the view that easy 
and timely access to credit is far more im¬ 
portant than its cost and hence in line with 
its general thinking on directed lending to 
priority sectors, it would recommend that 
concessional rates of interest for priority 
sector loans of small sizes should be 
phased out”(p 48). 

No doubt concessional interest rates do 
effect the profitability of banks. But this 
is not a new issue; it was gone into in some 
detail by the Chakravarty committee and 
the Khusro committee. But before we 
come to what the two committees had to 
say on the subject it would be in order to 
make a comment, namely, that the argu¬ 
ment that “easy and timely access to credit 
IS far more important than its cost” is akin 
to .saying that a hungry man needs access 
to food, docs not matter what us cost. 
This shows utter disregard for social con¬ 
cerns to which the Chakravarty commit¬ 
tee regularly draws attention in the con¬ 
text of credit. The Chakravarty commit¬ 
tee noted that 

concessional interest rates which come to be 
preset ibed for target groups under priority 
sector lending reflect societal concerns which 
need lo be respected. Any rationalisation ol 
the array of concessional interest rales in the 
interest of administrative efficiency .ind as 
a result of an evaluation of the real costs o( 
the lender must not, therefore, ignore rele¬ 
vant societal concerns (p ITS) 

Of course, the committee then went on 
to recommend no more than two conces¬ 
sional rates, though it did not go into the 
specifics of setting the same.* The Khusro 
committee recommended t wo categories 
of rates, “(a) a concessional rate, exclusive¬ 
ly for small and marginal farmers, at l.S 
per cent above the highest rate of interest 
on deposits allowed by scheduled com¬ 
mercial banks... and (b) a rate applicable 
to others, i e, the res' of the borrowers 

• In the context of the discu.-sion of conces¬ 
sional interest rates the Chakravarty commit¬ 
tee was forthright. It said, "We are unable 
to recommend any specific guideline for 
determining the lower of the two conces¬ 
sional rates as it \nvQ\yic% several considera- 
lions which we have not been m a position 
to examine in sufficient delail" (p 180, em¬ 
phasis added). The Narasimham committee 
brushed everything under the carpel of easy 
and timely credit! 


where the rate of interest will be free from 
directions/regulations. [Report on Trend 
and Progress of Banking in India, 
1989-90, p 69.) 

In contrast the Narasimham commit¬ 
tee recommends a phasing out of conces¬ 
sional credit purely on considerations of 
commercial profitability, having dismis¬ 
sed societal concerns out of hand. 

Branch Licensing 

The Narasimham committee, after con¬ 
sidering the systems of licensing branches, 
comes to the conclusion that the policy 
had been desirable for extending the 
geographical spread at the initial stage of 
expanding the financial structure, whereas 
the situation now was different; 

With the banking system now having extend¬ 
ed Its branch network over a vast area ut ihc 
rural hinterland and successfully achieved an 
increase m banking density, the committee 
sees no further need lo continue the system 
of branch licensing and we accordingly pro- 
po.se that branch licensing be abolished 
(P 75) 

In order to assess the role played by the 
system of branch licensing it is necessary 
to compare the present situation with the 
one existing in 1969. The data arc 
presented in Table .1 In 1969 the average 
population per bank office was 65,000 
with the south-western region and Punjab- 
Haryana reporting a lower number. And 
the difference between the best banked 
state and the worst banked slate was i.7 
in terms of population per bank office. 
By 1989, the average population per bank 
office had dropped to 12,000, and the dif¬ 


ference between the extremes had narrow¬ 
ed down to 1:3. This was a remarkable 
change. Such a remarkable change had 
come about because of the differential 
rates at which new bank offices had been 
opened. The low banked states had rapid 
rates of branch expansion and the high 
banked states lower rates of branch expan¬ 
sion. The rates varied between 300 per 
cent and 1,800 per cent, with an average 
of 600 per cent. This could be achieved 
only because of the system of branch 
licensing followed. Would not the aboli¬ 
tion of such a system mean cutting at the 
very roots of the balanced growth of the 
banking .structure? 

Priority Sector Lending 

The Narasimham committee took the 
view that the growth of agriculture and 
small industry had now reached a point 
where the legitimate productive needs 
could be met by banks on the basis of 
their commercial judgment. The commit¬ 
tee suggests, therefore, that “the system 
of directed credit programmes be gradual¬ 
ly phased out". This phasing out has to 
be in three steps; (i) by redefining the 
priority sector; (ii) by bringing down the 
credit target for the sector from the 
current 40 per cent to 10 per cent of ag¬ 
gregate bank credit; and (iii) by a review 
at the end of three years. These are far- 
reaching recommendations. To what 
extent can they be empirically supported? 

At the very outset, let us assess the im¬ 
pact of branch expansion and directed 
credit programmes on the composition of 


Tsbii 1 Poi'i I AiioN Pi K Bank OilKt andIncriasi in NuMHtR or Branches hetween 

1969 AM) 1989 


Stale Average Population Per Percentage Share (Per.Ceni) of 

Bank Ollice (in ’000) Increase in Informal Credit Agencies 
the Number in the Aggregate Cash 
of Branches Debt Outstanding of 
between l%9 All Rural Households 





and 1989 

1971 

1981 

Gujarat 

14 

10 

335 

53 1 

30.0 

Kerala 

35 

9 

367 

55.6 

21.4 

Tamil Nadu 

37 

12 

295 

77.9 

55 7 

Karnataka 

38 

9 

452 

70.3 

21.8 

Punjab 

42 

8 

508 

64.0 

25.8 

Maharashtra 

44 

12 

381 

32.6 

136 

Haryana 

57 

10 

627 

73.6 

24.2 

Rajasthan 

70 

12 

698 

906 

59.4 

Andhra Pradesh 

75 

12 

687 

86.3 

59.1 

Himachal Pradesh 

80 

6 

1495 

76 1 

25.5 

West Bengal 

87 

14 

667 

69 4 

34 5 

Madhya Pradesh 

116 

12 

1121 

68.4 

33.7 

Uttar Pradesh 

119 

14 

980 

76.6 

44.9 

Assam 

198 

18 

1378 

65.3 

69 4 

Bihar 

207 

16 

1.546 

89 3 

52.8 

Orissa 

212 

14 

1786 

70.0 

18.1 

All India 

65 

12 

598 

70.8 

38 8 


Sources: (1) Reserve Bank of India, Report on Trend and Progress of Bonking in India, 1989-90. 
(2) NSSO. Sarvekshana, Vol II, No I 
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outstanding cash debt of all rural house¬ 
holds. As is evident from the data 
presented in Table 3 (last two columns), 
the share of informal credit agencies— 
landlords, moneylenders and traders—in 
the total outstanding debt has come down 
sharply. This is largely on account of the 
directed credit programmes and the con¬ 
sequent increase in the share of banks in 
the total debt outstanding. While the share 
of co-operatives went up from 20 per cent 
to 28.6 per cent between 1971 and 1981, 
that of banks went up from 2.4 per cent 
to 28.6 per cent. Obviously, expansion of 
priority sector lending has been instru¬ 
mental in weakening the hold of landlords 
and moneylenders on the production 
system in the rural areas. 

Despite such overall achievements, it 
may be worth remembering that the 
spread of bank lending has not been 
uniform over all the states. The largei 
share of banks in total debt outstanding 
is .still confined to the south-western 
region and Punjab and Haryana which 
have had a longer history of networks of 
bank branches. The regions with a higher 
proportion of younger branches has’e still 
a long way to go and if, at this stage, 
priority sector lending is phased out it 
would be a terrible blow to these 
backward regions. 

Even in the most commercialised states 
such as Punjab and Andhra Pradesh the 
formal sector has not been able to make 
much of a dent in certain credit opera¬ 
tions. One such area is that of credit- 
commodity linkage. Drawing data from 34 
villages spread over Andhra Pradesh, 
Bihar and Punjab, Bell (1990) concluded 
that 

commerciatisadon is associated with 
heavier borrowings, not only from institu¬ 
tions, but also from traders and commission 
agents. Indeed, the average amount borrowed 
with oulpul-inierlinking in Punjab greatly ex¬ 
ceeded the average amount borrowerl from 
all sources in Andhra Pradesh and Bihar The 
same pattern was also evident within the 
latter slates traders and commission agents 
were making substantial loans to farmers 
cultivating potatoes near Patna in Bihar, 
paddy in the command area of the 
Nagarjuna Sagar irrigation system, cotton m 
Kurnool district, and paddy and sugarcane 
in C'hiltoor district, all in Andhra Pradesh 
Thus trade and (interlinked) moneylending 
flourish with advancing commercialisation, 
as simple intuition would suggest (p 308) 
The data and findings clearly point to 
the fact that while the vast business of the 
moneylender class cannot all be taken over 
by the directed credit programmes of the 
formal agencies, the very existence of 
these programmes affects the working and 
character of the business of the money¬ 
lenders in two important ways. 


Firstly, the choice before the borrower 
undergoes a sea change. In order to assess 
the significance of the change it is only 
necessary to note that “creditworthiness 
vis-a-vis an individual lender takes con¬ 
siderable time to build up; the average 
period of contact involving credit transac¬ 
tions reported by these 72 per cent (of the 
informal sector borrowers in Thailand] 
was close to seven years!” [Siamwalla and 
others, 1990, p 279.) The Indian ex¬ 
perience is no different. In a similar situa¬ 
tion in India, a study notes, “the fact that 
lenders prefer to deal only with longstan¬ 
ding clients and take on new ones reluc¬ 
tantly (and then only after extensive en¬ 
quiries) makes it costly for borrowers to 
switch to other lenders”, [Bell 1990, p 312.) 
The priority sector lending programme 
makes it possible to think of an alternative 
source of credit. 

Secondly, the concessional interest rate 
has an impact on the rates charged in the 
informal sector. To quote an earlier study. 

One desirable consequence ol l he growth ol 
the formal lending sector has been the injec 
tion of competition into the market and the 
reduction of monopoly power formerly en¬ 
joyed by moneylenders, the monopoly sur¬ 
charge, while not insignificant, is found to 
be low, and governmental concessional in¬ 
terest policies appear to have been over- 
compensating. [Iqbal 1988, p 37.S j 
Thus priority sector lending has not only 
made credit available over a wider 
geographical area and wider segments of 
the population but also has been suc¬ 
cessful in providing choices and m plac¬ 
ing checks on the interest rates charged by 
informal lenders. This is no mean 
achievement. 

CoN( 1 nsioN 

The story of Indian banking develop¬ 
ment of the last f..') decades is one of a 
gigantic transformation. This transforma¬ 
tion has no doubt thrown up .serious 
organisational and institutional problems 
for the banking sector. Rather than at¬ 


tempting to solve these organisational and 
institutional problems and restore the 
health of the system, the Narasimham 
committee has recommended the amputa¬ 
tion of the very limbs of the organism 
which has evolved over the period. We 
shall end by quoting an earlier article on 
mass banking, 

...banks have done commendably well in 
transforming the narrowly based elite bank¬ 
ing into a broad-based mass banking system. 
In doing so the banking system followed a 
supply leading role in addition to its tradi¬ 
tional demand following role. Perhaps these 
roles have not yet been recognised as 
legitimate roles of commercial banks. 
[Bandyopadhyay 1986, p M5g| 

Are we wrong in saying that the 
Narasimham committee is refusing to 
recognise these roles as legitimate roles of 
commercial banks without even providing 
an argument? 
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Who Pays for the Champagne? 

Aporna Visnanathan 


Despite the fact that the government of India’s suit on behalf of 
the Bhopal victims violated established principles of common law 
jurisprudence, the Supreme Court has upheld the settlement 
agreement. 


“A FEW hundred bottles of champagne 
must have popped around the world”, said 
counsel for the Union Carbide Corpora¬ 
tion, following the government of India’s 
settlement of its US$ 3 billion claim 
against Union Carbide for USS 470 
million. And now, the celebrations have 
begun again. For, on October 3, 1991, the 
Supreme Court of India upheld the settle¬ 
ment agreement despite the fact that the 
government’s suit on behalf of the Bhopal 
victims in its capacity as ‘parens patriae’ 
violated established principles ol common 
law jurisprudence 

The union of India’s suit against Car¬ 
bide was brought on behalf of the Bhopal 
victims pursuant to the Bhopal Gas Leak 
Disaster Act of 1985 which vested ex¬ 
clusive authority to bring civil claims 
against Carbide in the Indian government. 
The act codified the common law doctrine 
of parens patriae which permits a sovereign 
to act as a guardian for persons legally in¬ 
capable ol protecting themselves 

In Charan Lai Sahu vs Union of India, 
the Supreme Court upheld the constitu¬ 
tionality of the 1985 act on the grounds 
that although the Bhopal victims were not 
legally incapable to sue due to age oi men¬ 
tal capacity, they could not be considered 
to be any match against a multinational 
corporation and, therefore, were ‘disabl¬ 
ed’ persons who required the state’s 
assistance in order to exercise their legal 
rights. However, the Charan Lai Sahu 
court failed to determine whctlur the 
elements required by the common law 
prior to granting the sovereign the light 
to act as parens patriae of its I'liizcns were 
present. 

English law requires a court to find the 
following four elements before permitting 
the state to invoke the doctrine of parens 
patriae, thereby depnving citizens of the 
right to file suits on their own behalf; (1) 
the party is legally incapable of securing 
his rights; (2) the sovereign or his represen¬ 
tative is the only alternative; (3) the 
sovereign has a duty to protect the sub¬ 
ject’s welfare; and (4) the sovereign has no 
personal or proprietary interest and acts 
on someone else’s behalf.' Three of these 
four factors were not satisfied in the 
Bhopal litigation. 


First, the law deems a party ‘legally in¬ 
capable’ to sue if he is a minor or is insane. 
Although the tremendous disparity in 
financial resources would disadvantage 
the victims in a suit again.st Carbide, 
courts have held that practical difficulties 
in bringing sun do not justify the grant 
of parens patriae standing.- Therefore, 
the victims’ paucity of financial resources 
does not justify depriving them of the 
right to sue on their own behalf and can¬ 
not be equated to ‘legal incapacity’ to sue. 
Ironically, the Charan I.al Sahu case itseK 
reveals the capacity of the victims to ade¬ 
quately litigate a claim. 

Second, a parens patriae action was not 
the only alternative available to the 
Bhopal victims m order to sue Carbide. 
Instead, the logistic problems ol filing a 
suit on behall ol thousands of claimants 
could have been solved by instituting a 
class action utidet the Code ol Civil Pro¬ 
cedure Ordei 1 Rule 8. 

Third, the government had a pioprie- 
tat V interest in the suit against Carbide as 
ihe Unit Trust ol India and the 1 ife 
Insurance Corpoiation, both public sec 
tor companies, ossiied 22 per cent of the 
shares in Union ( urbide India Limited 
(UCIl ) In lact, the gosernment was a 
potential co-defendant in an aclinn in¬ 
stituted bv the Bhopal victims againsi 
Carbide In order to avoid a linding ol 
conllict ol intcicst between the govern¬ 
ment and the victims, the C'haian Lai 
Sahu court argued that as the shares in 
UCIl were ciwned by two siate-ipwned 
enterprises, ‘‘laetually the ceiuial govern¬ 
ment does not own any share in UCIl" 
However, the judicial gloss over the lact 
that the government has a proprietary in¬ 
terest in UC'IL IS neither credible nor 
eonvrncing. 

American law also requires a showing 
of several factors prior to permitting the 
government to act as parens patriae l-irst, 
the US Supreme Court has repeatedly held 
that a state may sue as parens patriae only 
when Its ‘quasi-sovereign’ interest in the 
health, comfort and welfare of the people 
and the general economy is involved, and 
It IS not suing merely for the benefit of 
particular citizens or individuals.' In 
Alfred L Snapp vs Puerto Rico, (458 US 


592 (1982)) the US Supreme Court 
distinguished ‘quasi-sovereign’ interests 
from ’proprietary’ interests of the state in 
a business venture. 

Although the Charan Lai Sahu court 
cited the Alfred L Snapp decision, it fail¬ 
ed to consider whether the government of 
India had a ‘quasi-sovereign’ interest or 
a ‘proprietary’ interest in the suit against 
C'arbide. In fact, the 22 per cent owner¬ 
ship in UCIL held by two public sector 
companies vested the government with a 
significant proprietary interest in defen¬ 
ding a suit again.st Carbide and, under the 
holding in Alfred L Snapp, should have 
been precluded from acting as parens 
patriae. 

American law lurther provides that 
parens patriae actions are limited to in¬ 
junctive relief and cannot be brought to 
recover money damages.^ The courts 
have precluded parens patriae actions for 
money damages, due to the absence of 
procedural safeguards which may result in 
the state’s abuse of its power. For exam¬ 
ple, a parens patriae action does not pro¬ 
vide a mechanism for the citizens repre¬ 
sented by the state to exclude themselves 
tiom the action Individuals aic also not 
guaranteed notice of developments in the 
litigation, including critical decisions such 
as scttlemcni offers. Moreover, individuals 
are not provided Ihe right to indicate 
whether or not they consider the stale's 
representation of their interests to be fair 
and adequate 

Accordingly, the US Supreme Court has 
held that a claim for damages should be 
broughi in a class action rather than a 
paicns patriae suit on the grounds that 
Rule 23 ol the US Federal Rules of Civil 


ATTENTION 
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Are you interested in science and environmental action? 

The Society for Environmental Communications is planning to launch a fortnightly English newsmagazine 
on science, environment and development. We require the following personnel: 

Science journalists/Environmental journalists 

Applicants must possess past experience of |ournalism on issues relating to science and/or environ¬ 
ment, working under pressure and good command over English Minimum total emoluments: Rs. 60,000 
per annum , 

Specialist writers 

We need specialist writers on the following issues. 

— biotechnology and electronics 

— technological change and deveUipment in industry 

— agricultural research and development 

— energy 

Applicants must possess previous experience of writing or research in their field of specialisation Can¬ 
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Preferable age. 30-,^S years 
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(iandidates should have at least three yeats experience in rewriting copy Minimum total emoluments. 
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Photographers/Cartoonists/llIustrators/Cartographers 
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Associate director—Marketing 

Applicant must possess at least five years experience in marketing books and periodicals with an emphasis 
on mail order marketing 
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Applicants must write within a fortnight with complete details of their past experience and salary 
expectations to 

Society for Environmental Communications 
F-6, Kailash (Colony, 
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procedure imposes certain procedural 
safeguards to protect the potential plain¬ 
tiffs in a class action which are not 
available in parens patriae litigation (405 
US 251(1972)). For example. Rule 23 re¬ 
quires individual notice to all members of 
the class who can be identified through 
reasonable effort and a member may re¬ 
quest to be excluded from the class. Rule 
23 further protects class members by 
allowing the court to require that class 
members be provided with the lollowing: 
notice of any step in the action; notice ol 
the proposed extent ol the judgment, 
notice of the opportunity ot class mem¬ 
bers to signify whether they consider the 
representation fair and adequate; notice 
of the right to intervene and present 
claims or defences or otherwise come in¬ 
to the action. Under Rule 23, the court 
may also impo.se conditions on the parties 
representing the class members and may 
require that the pleadings be amended to 
eliminate allegations as to iepre.sentation 
of absent persons. 

The Charan l.al Sahu court admitted 
that parens patriae suits arc not a basis 
for recovery ol nioncv damages However, 
the attorney gencial argued belorc the 
court that section 4 o( the 1985 act pro¬ 
vided sullicient proceduial safcguaids to 
protect the interests ol the Bhopal victims 
in the parens patriae litigation Section 4 
provides that the central goveinment shall 
have “due regard to any matters which 
such person may requiic to be urged with 
respect to his claim” and shall permit such 
person, at his own evpense, to as.sociatc 
a legal practitioner ol Ins choice m the 
conduct ol the proceedings 

The aiiorncy general further argued 
that section 4 of the act cleat ly enabled 
the victims to participate in the settlement 
proceedings. The attorney general pointed 
out that the /ehieeh (las Rand Saiigarsh 
Morcha was present at the court on 
February 15, 1989, when the memoran¬ 
dum of settlement was lilcd and did not 
object Furthermore, C haran Lai Sahu 
had watched t he proceedings and d>d not 
protest against the settlement oi make a 
prayer to be heaid 

However, the couit did not accept the 
attorney general’s argument that the vic¬ 
tims had the opportunity to participate in 
the proceedings On the contrary, the 
court slated, “The fact that there was no 
specific notice given to the victims as such 
in this case is undisputed!' “We are unable 
to accept the position that the victims had 
notice of the nature contemplated under 
the Act!’ Neverineless, the court went on 
to stale that the settlement even in the 
absence of notice was justified in the in 
terest of providing the victims w'lth 
prompt compensation. According to the 
court, “To do a great right aftci all, it is 


permissible sometimes to do a little 
wrong!’ 

More than two years have passed since 
the Charan l.al Sahu decision in 
December 1989, and only a minuscule 
amount of the settlement award has been 
distributed to the victims. In fact, the 
government has not even processed the 
thousands of claims from the victims to 
determine who will receive compensation 
Nevertheless, the Supreme Court refu.sed 
to reverse us decision upholding a settle¬ 
ment which IS hopelessly inadequate to 
compensate the victims for their injuries 
and, moreover, results from permuting the 
slate to act as parens patriae in direct con- 


‘MONF lAKV UNION’ is sonvcniionally 
dclincd as an ariangcmenl between par¬ 
ticipating coimirics in which, (i) bilateral 
exchange laics (i c, the exchange rates bet¬ 
ween one mcinbei state and another) arc 
pcrmaiieiulv fixed; and (ii) there are no 
barriers to the tree movement ol capital 
across national frontiers. The primary ad- 
sariiage ol monetary union is that it 
eliminates the risk of exchange rate flut- 
luations, thereby promoting international 
trade and cross-border Hows of labour 
and capital. 

The form of monetary union envisag¬ 
ed by the Maastricht Treaty additionally 
involves national currencies being replaced 
by a common currency. In a technical 
sense, monetary union requires no more 
than permanently fixed, bilateral exchange 
rates Moving to a common currency 
would, however, also eliminate the tran¬ 
sactions costs of switching between na¬ 
tional cuircncies 

hlemeniary textbooks typically 
characic'ise exchange rate systems as 
‘fixed’ or ’lloating’ and, on this basts, 
monetary union can be seen as the 
‘hardest’ form ol a lixed exchange rale 
legime— ihat is, an arrangement in which 
the value of national currencies can 
neither lluciuaic within bands nor be 


travention of established principles of 
common law jurisprudence. 

Notes 

1 ‘Parens Patriae Aniiirusi Suits by Foreign 
Nations’, 6 Denver J Inll Law and Micy 705, 
719 (1977) 

2 Pfizer w U>rd. 522 F 2d 612 (8lh Cir, 1975). 
.1 ,North Dakota vs Minn, 263 US 365 (1923); 

iPvoming vs Colorado, 259 US 419 (1922); 
Kansas vs Colorado, 185 US 125 (1902); New 
York vs New Jersey, 256 US 296 (1921); 
Georgia vs Tennessee Copper Co, 206 US 230 
(1907); Missouri V5 Illinois, 180 US 208 
(1901) 

4 Hawaii vs Standard Oil Co of Caltfornta, 405 
US 251 (1972) 


tealigiicd. lo a large extent, therefore, 
the economic arguments surrounding 
monetary union are an extension of the 
long-running ‘fixed versus floating rates’ 
debate, which turns on whether the 
economic benefits of stabilising the ex¬ 
change rale (i e, reduced exchange rate 
uncertainty) outweigh the costs of giving 
up exchange rate flexibility (i e, sacrific¬ 
ing ‘monetary sovereignty’). A brief review 
ol the mechanics of exchange rale in¬ 
tervention highlights the nature of these 
costs 

EXClIANtit RArt MANAtitMtNl 

To illustrate the basic principles, sup¬ 
pose that, as IS presently the case, the 
British government ’pegs’ the exchange 
rate at + 6 per cent of a central target rale 
of i 1 DM 2.95. This commitment 
obliges the Bank of England to ensure 
that sterling rises to no more than 
£1 - DM 3.13 (DM 2.95 x 106 per cent) 
and falls to no less than £1 = DM 2.77 
(DM 2.95 X 94 per cent). Maintaining the 
pound within these bands requires ’open 
market operations’ in the foreign exchange 
market—ollicial sales and purchases of 
sieiling by the Bank of England—and ad¬ 
justments in British interest rates as 


European Monetary Union 

The Issues 

Nijfol M 
Paul ia'xiiir' 

In December 1991, the 12 member slates of the European 
Community (EC) signed the ‘Maastricht Treaty’, pledging^ 
themselves to achieve European monetary union (EMU) by the 
end of the decade. This examination of the main economic issues 
fuelling the debate over EMU leads to the conclusion that, 
provided certain important conditions are satisfied (as now seems 
likely), the EC will benefit from the move to a single currency. 


Economic and Political Weekly February 8, 1992 


261 



necessary. 

Provided that the market rate remains 
within its target band of DM 2.77-3.13, 
exchange rate intervention is unnecessary. 
But suppose, for the purposes of illustra¬ 
tion, that the rale of German monetary 
growth is constant, while Britain allows 
its growth rate to accelerate. All other 
things being equal, an increase in the rate 
of British monetary growth tends to 
reduce British interest rates and boost 
domestic spending relative to that in 
Germany. As a result, sterling falls 
towards the bottom of its target band. 

Once sterling reaches DM 2.77, the 
Bank of England is required to undertake 
open market purchases of sterling, using 
deutschmarks from its foreign exchange 
reserves, while at the same time raising in¬ 
terest rates. As a result, Britain is forced 
to adjust its monetary policy to the 
(tighter) policy stance being pursued by 
Germany—the Bank of England’s sales of 
its deutschmark reserves reduce the British 
money supply (in the same way as open 
market sales of government bonds), while 
the increase in interest rates slows the 
underlying rate at which the British 
money supply is growing by choking ofl 
the demand for bank lending. Assuming 
that Germany continues with an unchang¬ 
ed monetary stance throughout, the con¬ 
tractionary pressure on the British money 
supply persists until monetary policy m 
Britain comes into line with that in 
Germany. '' 

Most lARY SoVF.RhlC.NIY 

It follows that the more rigid the con¬ 
trol of the exchange rate, the greater the 
extent to which the central bank must 
sacrifice control over monetary policy 
(i e, surrender ‘monetary sovereignty’). In 
other words, the narrower the target bands 
and the more restricted the ability to 
devalue (i e, to switch to a new, lower 
target rate), the less British monetary 
policy can diverge from that in Germany, 
even in the short run. In extremis, when 
the exchange rate is completely fixed (as 
it would be in a monetary union), the 
Bank of England has no influence ovci 
domestic policy at all, because the rate of 
monetary growth and the level of interest 
rates will be wholly dictated by exchange 
rale considerations. 

Does the complete sacrifice of national 
.sovereignty over monetary policy matter? 
What are the economic costs of surrender¬ 
ing the ability to pursue an independent 
monetary policy? Traditional economic 
theory—as reflected in the familiar 
‘Phillips curve’ relationship between infla¬ 
tion and unemployment—suggests that, 
if a Country is forced to accept a common 
inflation rate, its government may be 


unable to achieve its desired objectives 
for unemployment. For example, the 
monetary stance being adopted by the rest 
of the members of the EC may be regard¬ 
ed as inappropriately restrictive by the 
country in question, resulting in higher 
unemployment and lower inflation than 
the country’s preferred mix of lower 
unemployment and higher inflation. 

For the costs of monetary union to be 
significant over time, however, there must 
exist a stable, long-run trade-off between 
inflation and unemployment, so that 
tighter monetary policy translates into a 
permanently higher level of uncmploy- 
menl Although some ‘Keynesian’ 
economists argue that this is indeed the 
case, the majority view amongst 
economists is that, in the long run, 
unemployment tends to a ‘natural rate’ 
which IS independent of the rate of inlla- 
tion. If this IS true, it is not clear that the 
loss of monetary sovereignly does matter. 
In the ‘expeclations-augmented Phillips 
curve’ model, the trade-off between infla¬ 
tion and unemployment exists only in the 
short run, lor as long as workers’ inlla- 
tionary expectations take to adjust to 
changes in the actual inflation rate. If the 
long-run Phillips curve is vertical at the 
natural rale of unemployment, as this 
theory postulates, it follows that sacrific¬ 
ing monetary sovereignty may mean 
nothing more than accepting, in the long 
run, the rate of inflation implied by the 
monetary .stance ol the EC as a whole— 
with no enduring implications for the rate 
of unemployment. Provided that all 
members of the FC agree to make zero in¬ 
flation the central objective of monetary 
policy, monetary union should according¬ 
ly be compatible with both ‘full’ employ¬ 
ment (i c, unemployment at the natural 
rate) and price stability in the long run 

Dl MANl) AND SlU'HlY SH(K RS 

A shared commitment to zero inflation 
does not, however, mean that all EC coun¬ 
tries would necessarily be prepared to pur¬ 
sue the same monetary policy at all times 
Supply-side ‘shocks’ as well as unexpected 
changes in aggregate demand (e g, a sud¬ 
den fall in the savings ratio) can cause sud¬ 
den bouts of inflation within individual 
member states. If the need to keep ex¬ 
change rates rigidly fixed forces each 
member of the EC to adhere to the same, 
non-inllalionary monetary policy, then a 
country hit by an inflationary shock may 
be forced to accept a temporary—but 
possibly substantial — increase in 
unemployment to restore price .stability. 

Suppose a shock boosts inflation (and 
inflationary expectations) in Britain to 10 
per cent, while prices remain stable in the 
rest of the EC. After monetary union. 


Britain would have to suffer temporary 
recession and unemployment to bring in¬ 
flation back down to 0 per cent, which 
would persist for as long as it took expec¬ 
tations to readjust to 0 per cent inflation. 
The real economic pain of adjustment 
could, however, be eased by temporarily 
increasing the rate of monetary growth 
and allowing inflation to persist at 10 per 
cent in the short term. Monetary growth 
could then be slowly reduced back to a 
non-inflationary rate, giving adequate 
time to allow inflationary expectations to 
adjust During this period of adjustment, 
however, mnalioii in Britain would be 
higher than that in the rest of the EC. For 
this strategy to be viable, it would 
therefore have to be possible for the 
government to periodically devalue 
sterling against other EC currencies, to 
prevent Britain’s inflationary episode 
permanently damaging its producers’ 
international competitiveness. Because 
monetary union closes off the option of 
exchange rate realignments, some 
economists argue that it would remove an 
important ‘shock absorber’ Irom the 
system. 

11 member economies were perfectly in¬ 
tegrated, so that to all intents and pur¬ 
poses they could be treated as a single 
market, this objection to monetary union 
would disappear. Under such circum¬ 
stances, the free movement of goods, ser¬ 
vices, labour and capital would quickly 
spread the effects of a dellationary or 
mllationary shock across the EC, so that 
no individual country would be dis¬ 
proportionately alfecled There would ac¬ 
cordingly be no incentive lor countries 
(initially) unaffected by, say. an infla¬ 
tionary oil price rise to lorce their more 
vulnerable partners to maintain a restric¬ 
tive common monetary policy. 

For example, suppose that, as m the 
case considered above, a shock which in¬ 
itially bypasses the rest of the EC forces 
Britain to accept a sharp rise in unemploy¬ 
ment to return inflation to 0 per cent. If 
labour could move Irecly within the EC. 
unemployed British workers would 
migrate to the continent, quickly equalis¬ 
ing national unemployment rates at a new, 
higher level. The EC as a whole would 
then have exactly the same incentive as 
Britain to temporarily relax monetary 
policy, in order to ease the transitional 
costs of adjustment back to price stability. 
Countries which are sufficiently integrated 
for unexpected shocks to be jointly shared 
in this way are said to constitute an ‘op¬ 
timum currency area’ 

At present, however, the EC remains a 
collection of segmented national 
economies. If the EC were perfectly in¬ 
tegrated (and Its markets competitive), 
then the prices of products in different 
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member sutes (measured in a single cur¬ 
rency) would 1^ the same—a principle 
known as the law of one price’. However, 
although the EC’s *1992’ programme is in¬ 
tended to create a genuine common 
market in goods, services, labour and 
capital, the EC currently remains a col¬ 
lection of segmented national markets in 
which prices continue to diverge widely 
(see table). The case for retaining national 
monetary sovereignty as a means of 
smoothing out localis^ (‘asymmetric’) in¬ 
flationary shocks will remain for the 
foreseeable future. 

Beggar-Th V -Nligh bou r 

While the combination of asymmetric 
shocks and only partially integrated 
markets appears to suggest that member 
states should be cautious about surrender¬ 
ing monetary sovereignty, this conclusion 
does not necessarily follow. The danger 
with non-cooperative policy-making is 
that it can become destructively com¬ 
petitive. For example, by devaluing its 
exchange rate (and running an expan¬ 
sionary monetary policy), a count ly can 
(at least temporarily) reduce unemploy¬ 
ment, but only at the expense of its 
trading partners, the latter group being 
adversely affected by the rise in their 
exchange rates vis-a-vis the devaluing 
country. Such expansionary policies which 
succeed by effectively ‘exporting’ un¬ 
employment abroad are known as 
‘beggar-thy-neighbour’ policies. Since 
disadvantaged countries may retaliate 
with devaluations of their own, a probable 
outcome of such non-coopeiative 
behaviour is that, while no single coun¬ 
try enjoys a lasting benefit in terms of 
lower unemployment, all countries 
together end up with more inflationary 
monetary policies that they would have 
otherwise chosen. 

in the example used above, Britain’s 
‘first-best’ response to an inflationary 
shock is a temporary relaxation of 
monetary policy coupled with devalua¬ 
tion, but this policy will only be eftective 
in preventing a rise in unemployment if 
other EC countries do not retaliate. And 
it is precisely because—if each EC govern¬ 


ment pursues independent policy- 
retaliation is the most probable result that 
monetary sovereignty is unlikely to deliver 
benefits in terms of stabilising unemploy¬ 
ment, even in the short run. The 
phenomenon of individual countries each 
rationally pursuing a course of action 
which leads to a collective outcome that 
no country wants is an example of the so- 
called ‘prisoner’s dilemma’. 

In the presence of such international 
‘spillover effects’, the optimal strategy is 
for policy co-ordination, in which in¬ 
terdependent countries work together to 
achieve the best joint solution. In princi¬ 
ple, countries could negotiate a 
multilateral agreement, which specifies the 
conditions under which national govern¬ 
ments may use domestic monetary 
policies (including exchange rate 
realignments) to smooth out a.symmetric 
shocks and sets limits on the scale and 
duration of the policy divergences permit¬ 
ted. However, the history of such ‘rules- 
based’ agreements is not encouraging 
(e g, the 1987 ‘Louvre Accord’ between 
the ‘G3’ nations—the United States, 
Japan and Germany), with individual 
countries often refusing to accept exter¬ 
na) constraints on their domestic policy¬ 
making once a dislocating shock actually 
materialises. 

Monetary union provides an alternative 
framework within which policy' co¬ 
operation could be orchestrated. Because 
the costs of temporarily breaking away 
from a monetary union—for example, in 
terms of the damage caused to business 
confidence by a realignment of supposed¬ 
ly ‘permanently fixed’ exchange rates— 
would be much higher than those incur¬ 
red by breaching guidelines in a looser, 
rules-based arrangement like the Louvre 
Accord, member states would have a great 
incentive to stick to collectively-agreed 
policies. In the case of the shock that in¬ 
itially affects only Britain, for example, 
other members of the EC could agree to 
a temporary (but less than fully accom¬ 
modating) relaxation of monetary policy. 
The impact of the shock could thus be ab¬ 
sorbed by the EC as a whole, with British 
unemployment rising (but by less than it 
would have done had all countries, in¬ 


cluding Britain, adhered to a tight, non* 
inflationary monetary policy) and infla¬ 
tion temporarily increasing in other coun¬ 
tries, but falling in Britain (although not 
back to 0 per cent in the short term). 

Credibiliiy and Reputahon 

The analysis above suggests that, pro¬ 
vided there is no long-run trade-off bet¬ 
ween unemployment and inflation, the 
costs of monetary union arc likely to be 
small—even if shocks are asymmetric and 
markets are less than fully integrated. But 
before concluding that the economic 
arguments are conclusively in favour of 
the EC’s vision of EMU, it is important 
to consider two relatively new concepts in 
economics, ‘credibility’ and ‘reputation’. 
In the expectations-augmented Phillips 
Curve model, the costs of reducing infla¬ 
tion (in terms of higher unemployment) 
depend critically upon the speed with 
which economic agents adjust their expec¬ 
tations of inflation. The standard model 
reviewed above assumes that individual!) 
‘adapt’ their forecasts in the light of past 
experience, so that inflationary expecta¬ 
tions only gradually catch up with changes 
in the actual rate of inflation. Suppose 
(hat instead, as many economists now 
believe, economic agents actively seek out 
and use all currently-available information 
(as well as past experience) in forming 
their expectations. In this case, infla¬ 
tionary expectations will reflect not just 
past events, but individuals' beliefs about 
current and future influences on the 
inflation rate. 

For example, imagine that following an 
inflationary shock, the central bank an¬ 
nounces that it intends to adhere rigidly, 
to a non-inflationary monetary policy. If 
this announcement is believed by the 
private sector (i e, is regarded as ‘credible’), 
rational wage-bargainers will forecast a 
rapid reduction in inflation to 0 per cent 
and, on this basis, be disinclined to press 
for wage increases that include a 10 per 
cent allowance for inflation. If expecta¬ 
tions are ‘rational’, therefore, the costs of 
restoring price stability following an 
inflationary shock depend upon the 
‘reputation’ of the monetary authorities 
for sticking to its declared policy objective. 

The concepts of credibility and reputa¬ 
tion raise important issues for EMU, 
which envisages a European central bank 
(ECB) controlling EC monetary policy. As 
a new institution, the ECB may lack, in¬ 
itially at least, an inflation-fighting 
reputation, so that the unemployment 
costs of maintaining EC price subility in 
the face of inflationary shocks are likely 
to rise. Moreover, to the extent that the 
ECB may be unwilling to incur the heavy 
unemployment costs of building up 
credibility, the result may be that the move 


Table Prices in ihe Euroi’Ian Communiis 

(Common Currency, Belgian I'nce = 100) 


Country 

German Cars 

Pharmaceuticals 

Life 

Insurance 

Domestic 

Appliances 

Belgium 

too 

100 

100 

100 

France 

IIS 

78 

75 

130 

Germaiiy 

127 

174 

59 

117 

Italy 

129 

80 

102 

no 

Netherlands 

na 

164 

51 

105 

Britain 

142 

114 

39 

93 


Sourer: European Economy. 
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to EMU leads to an institutional 
framework which suffers from an infla¬ 
tionary bias. 

Germany Policy Leadership 

Such an outcome contrasts sharply with 
the present EMS. A central feature of the 
sy.stem as it has evolved since 1979 has 
been the dominant role played by the 
German central bank (the ‘Bundesbank’). 
The EMS was designed to encourage a 
symmetrical response to bilateral exchange 
rate changes on the part of the central 
bank whose currency appreciated towards 
the top of its band (which was .supposed 
to sell its own currency and cut interest 
rates, so boosting monetary growth) 
and the central bank whose currency 
depreciated (which was required to buy its 
own currency and raise interest rates). In 
practice, however, the Bundesbank has 
refused to sacrifice monetary sovereignty 
in the way implied by its membership of 
the EMS. 

Germany has consistently pursued a 
rigorous, anti-inflationary monetary 
policy. To the extent that its monetary 
stance has been tighter than that of other 
EC countries, the deutschmark has been 
under upward pressure, particularly in the 
early 1980s. While the Bundesbank has ful¬ 
filled its obligations to sell deutschmarks 
whenever its ceilings against other curren¬ 
cies were reached, it has systematically 
‘sterilised’ the effects of these foreign 
exchange market operations on the 
German money supply (i e, instead of 
allowing the money supply to expand, the 
Bundesbank has made open-market sales 
of government bonds on ns domestic 
money markets to buy back a quantity of 
deutschmarks equal to the amount created 
by its foreign exchange intervention). At 
the same time, the Bundesbank has refus¬ 
ed to lower interest rates ot ease upward 
pressure on the deutschmark, preferring 
to revalue should its partners be unwilling 
to choke off the excess demand by rais¬ 
ing their own interest rates. 

Other EMS countries have been faced 
with a stark choice—either they followed 
the German lead or they saw their 
own currencies devalued against the 
deutschmark. And, increasingly, they have 
chosen the former course, using their 
EMS membership as a way of charting an 
anti-inflationary course in their domestic 
monetary policies. The Bundesbank has 
thus gradually acquired the role of ‘policy 
leader', setting a tight monetary stance for 
the EMS as a whole. Although this feature 
of the system was unintended by its archi¬ 
tects, paradoxically it has turned out to 
be ks greatest asset. Without German 
leadership, the system would have almost 
certainly have lacked the anti-inflationary 
bias that has driven EC inflation rates 


down towards German levels, thereby 
reducing the need for destabilising 
exchange mte realignments, (indeed, there 
has not been a general realignment of 
EMS target rates since 1987.) 

The experience of German leadership 
in the EMS heavily influenced negotia¬ 
tions in the run-up to the Maastricht con¬ 
ference in December. A number of coun¬ 
tries, including Germany itself, was con¬ 
cerned that the constitution of the new 
ECB should give it (or at least allow it to 
rapidly establish) reputation, in order to 
minimise the unemployment costs of 
maintaining price stability in the move to 
EMU. This group argued that the ECB 
should, like the Bundesbank, be 
guaranteed a high degree of independence 
from political interference (e g, by appoin¬ 
ting Its governors for extended terms of 
office) and given a legal responsibility for 
ensuring zero inflation. Other member 
states, however, in particular France, ob¬ 
jected to the principle of creating an ECB 
which is democratically unaccountable 
and demanded that its policy objectives 
be set and regularly reviewed by the 
European Parliament. The need to 
balance reputation against political ac¬ 
countability accordingly fuelled much of 
the wrangling about the constitution of 
the ECB. 

Maastricht Agreemeni 

The IGC finally concluded its delibera¬ 
tions in December 1991, when the heads 
of the 12 member states met in Maastricht 
to sign a new treaty on monetary union. 
It appears that Germany finally won its 
battle over the constitution of the ECB, 
which is to be broadly structured along 
the lines of today’s Bundesbank. In the 
period leading up to EMU, moreover, it 
was agreed that national central banks 
(which will become sub-bureaux of the 
ECB) should gradually gain full political 
and economic independence from their 
national governments. 

Reflecting concern over the possible 
costs of EMU to the less-developed, 
higher-inflation countries of the EC (e g, 
Spain, Portugal, Greece), the treaty en¬ 
visages that the move to a single currency 
will depend on certain ‘convergence’ con¬ 
ditions being fulfilled. The logic of these 
conditions is that, if satisfied, the costs 
of giving up monetary sovereignty will be 
modest and, by implication, outweighed 
by the likely benefits. Because the adop¬ 
tion of a single currency will also deny 
national governments the option of finan¬ 
cing their budget deficits and/or the in¬ 
terest payable on their national debts by 
‘printing money’, the IGC chose to addi¬ 
tionally include criteria relating to the 
soundness of a country’s public finances. 

In 19%, the member states will meet to 


decide which of them meet the following 
criteria: 

(i) price stability—successful candidates 
must have inflation rates no more than 
1.5 per cent above the average of the 
three EC countries with the lowest in¬ 
flation rates; 

(ii) interest rates—long-term interest rates 
should be no more than 2 per cent above 
the average of the three countries with 
the lowest rates; 

(iii) budget deficits—national budget 
deficits must be less than 3 per cent of 
gross domestic product; 

(iv) national debts—the national debt 
must be less than 60 per cent of gross 
domestic product; and 

(v) exchange rate stability—a national 
currency must not have been devalued 
within the previous two years and must 
have remained within the narrow, ± 2.25 
per cent bands of the ERM. 

If at least seven member states meet all 
these prerequisites, this group may set a 
date for a more limited moi^tary union 
that—initially at least-will exclude the 
other EC countries. The remaining states 
can then join as and when their cir¬ 
cumstances allow. Should the 19% con¬ 
ference fail to set a date for EMU, it will 
be reconvened in 1998. At this time, those 
member states that meet the prerequisites 
agreed at Maastricht will automatically 
adopt a common currency in 1999, leav¬ 
ing the others to apply for membership 
in due course. 

The Conservative government’s concern 
that Britain may find itself swept into a 
monetary union which, even if the coun¬ 
try met the convergence criteria, might still 
be thought economically damaging by a 
future government, caused the prime 
minister to insist on a special ‘opt-out’ 
clause. This allows Britain, al-^neof all EC 
states, the choice of being able to refuse 
to participate in full EMU, should it 
qualify for membership at a future con¬ 
ference. Within Britain, at least, the 
debate over the costs and benefits of EMU 
is far from being resolved. 

Conclusions 

This article has examined the economic 
issues surrounding EMU, concluding that 
the potential benefits greatly outweigh the 
costs of sacrificing monetary sovereign¬ 
ty. It has shown that, in an interdependent 
Community, monetary union represents 
a useful framework for policy co¬ 
operation, thereby providing a vray out of 
the prisoners’ dilemma that hit$ plagued 
less formal attempts at co-ordination. 
Consideration of the related issues of 
credibility and reputation suggest that, so 
long as the new ECB enjoys reputation, 
EMU is the best available form of 
monetary integration for the EC. 
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PERSPECTIVES 


Some Pre-Budget Predictions 

Ashok Rudra 


The elaborate ritual of pre-budget consultations undertaken every 
year can be taken seriously only by those who find it flattering to 
be consulted by the finance minister. The decisions that will 
actually be taken will be determined, if they have not been settled 
already, by politic.! compulsions and will not be influenced by 
advice. Pre-budget advice, whether solicited or unsolicited, is 
therefore quite meaningless. Predictions as to what is going to 
happen may be of greater interest. 


CHARITY should begin at home. Our 
genial honest-to-the-core finance minister 
has set himself the task of setting the hou.se 
in order in the economy of this vast sub¬ 
continent. It IS not unreasonable to expect 
that he should set the hou.se in order in the 
North Block first. Has he? He is at present 
going through the ritual motions of holding 
meetings one after another with economists, 
with industrialists, with agriculturists, with 
trade union leaders and what not. 

Not that he really intends to take any 
notice of what they have to say. If that was 
his intention he would not lake such a 
tremendously important step as increasing 
the issue prfee of cereals just two days before 
he began those rounds of meetings. Nor 
could certain postal rates have been hiked 
almost secretively by about 100 per cent. Our 
local post office did not accepi foreign let¬ 
ters and parcels fur about two months for 
not having received any instructions as to by 
how much the rates had been increased. That 
IS a measure of taking the public into 
confidence! 

Those who went to attend those meetings 
learnt one or two lessons about how much 
the government has managed to 'reform! its 
own Secretariat. Most of them were sub¬ 
jected to harassment by the Delhi Police who 
forced them to get down from their vehicles 
and walk about half a kilometre to reach 
North Block: the Republic Day parade 
rehearsals were on! That is some token of 
the newly gained ‘efficiency’. A second 
instance—this time of eliminating the 
‘rigidities’ that bedevil government rules 
Some so-called experts are called from dis¬ 
tant parts. Their plane fares are refunded 
as promised along with one day’s Daily 
Allowance At least one participant protests: 
he could not possibly have travelled to Delhi, 
attended the meeting and returned home in 
such time as to have spent only a single day 
and night away from home. The office staff 
handling the problem plead helplessness— 
government of India rules do not permit 
more than one day’s D A, irrespective of the 
time spent on travelling. So this is a case of 
‘rigidity removal’ right under the nose of the 
finance minister! 


As Kaushik Basu wrote a few years back. 
“With an increasing number of major fiscal 
decisions being taken in advance, the budget 
has becri over the years, acquiring some 
distinct characteristics of the Republic Day 
parade. Ii is presented with fanfare, covered 
On Doordarshan with panache and has 
steadily decreasing significance from the 
point of view of the economy!’ As such, 
the pre-budget consultations can be taken 
seriously only by those who find it Matter¬ 
ing 10 be consulted by the finance mintster. 
It IS quite clear that the decisions that will 
be taken by the minister would be determin¬ 
ed, if they have not been already settled, by 
various political compulsions and will not 
be influenced by advice. Pre-budget advice, 
whether solicited or unsolicited, is therefore 
quite meaningless. Predictions as to what is 
going lo happen may be of greater interest. 
We venture to offer some of our own 

(a) Austerity would be the main theme, 
but an austerity that would affect only the 
poor. Some lakhs of workers would be 
thrown out of jobs This will not, however, 
happen to any employees at the managerial 
and executive levels Inflation ol course 
would remain at the two digit level and get 
increasingly acute. (Wheat prices have gone 
up by 40 per cent in the local marker imme- 
diaiely on the raising of the issue prices of 
cereals!) 

(b) The managerial and executive staff 
would not only continue to get their fat 
salaries but also enjoy their various r>er- 
quisiies. There are no proposals in the 
finance minister’s package for cutting them 
or even taxing them. We have tried for a long 
time to obtain figures representing the total 
value of the bounties that are distributed 
among white-collar workers in the public 
sector, not to speak of the entire economy. 
The finance ministry or the CSO has ob¬ 
viously never thought of estimating these 
amounts. We have managed to make some 
partial estimates for goveritment servants^ 
The central government distributed in 
1989-90 as much as Rs 125 crore by way of 
house building loans—and the state govern¬ 
ments would have distributed around Rs 200 
crore—much of it at the subsidised rate of 


interest of 7 per cent or 8 per cent. The same 
union government distributed Rs 46 crore 
for the purchase of motor cars and other 
vehicles in 1989-90 and the stale govern¬ 
ments could not have distributed anything 
less than Rs 60 to 70 crore—and that again 
at highly subsidised interest rates. There are 
many other heads under which loans are ad¬ 
vanced to government servants—the union 
government alone distributed Rs 8.5 crore 
m 1989-90 and the state governments distri¬ 
buted something like Rs 100 crore All these 
figures refer lo distribution among govern¬ 
ment servants alone; there is no accounting 
of how much gets distributed among white- 
collar employees of all the different autono¬ 
mous bodies financed by the government. 
The Tinance minister has never talked about 
stopping these loans or charging higher rates 
of interest. In a single particular university 
the amount distributed as Leave Thivel Con¬ 
cession in the current year iiscif was to the 
tune of Rs 20 lakh. Instructions about 
budget cuts are received frequently from the. 
centre, bqt there has never been any instruc¬ 
tions about cuts in the LTC or such other 
perquisites. 

(c) While a lot is being said about the 
possible reirenchment of of already employed 
workers, there is not a word being said by 
the finance minister or his ardent admiring 
friends about those who are unemployed, 
especially the educated unemployed. Already 
some years back a ban was imposed on fresh 
recruitment in banks. Creation of new posts 
IS of course going lo be severely restricted 
in the next budget; but what is much more 
frightening is the almost certain prospect of 
an embargo on the filling up of vacant posts. 
The universities that were set up with the aim 
of disguising the unemployment problem- 
would continue to pour out lakhs of 
students and they would have to wait inde¬ 
finitely for getting jobs, all in the name of 
a ‘tomorrow that sings’. The finance minister 
(and his over-enthusiastic supporters) 
pretends that there are no alternatives to the 
course that he has chosen. That of course 
is not true. One can increase employment 
and also contract the total salary bill. This 
can be achieved by revising downwards the 
existing salary scales. That, of course, is an 
extreme measure But is the finance minister 
not taking extreme measures to deal with the 
desperate condition of the economy? Are ex¬ 
treme measures to be directed only at the 
poor and the unemployed? 

(d) Even while announcing the removal of 
subsidies of fertilisers the finance minister 
assured the farmers that they would be com¬ 
pensated for the loss of that particular in¬ 
dulgence by other means. The rich farmer 
lobby IS now demanding that the eye-wash 
be enacted; they are willing to forgo fertiliser 
subsidy in exchange for suitable cuts in ex¬ 
cise duties. The finance minister is of course 
going to keep his promise and oblige them, 
thus making total nonsense of his anti- 
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subsidy stance. In the meantime, subsidies 
on rationed cereals have already been cut 
and the results in the grain market have been 
predictable. 

(e) it is interesting to note that the libera¬ 
lisation packet does not contain any provi¬ 
sion for the elimination of procurement 
prices for cereals which are also support 
prices. Thus the subsidisation of farm out¬ 
put is going to remain. While the New 
Industrial Policy has already neutralised the 
MRTP provisions, nothing has been said 
about eliminating the Agricultural Prices 
Commission that was set up to raise agricul¬ 
tural prices above the level where the free 
market would settle them. How remarkable 
that the market loses all its virtues in the eyes 
of those swearing by the free market as soon 
as it comes to farm products! 

(0 The present policy being ‘produce what 
you like, import what you like’, manufacture 
and import of farm machinery would in¬ 
crease enormously, giving rise to vast 
unemployment among agricultural labour¬ 
ers. There is no chance whatsoever that 
anything like an Employment Guarantee 
Scheme on the Maharashtra model would 
be applied to the country as a whole. 
Chemical fertilisers would continue to be 
produced and imported and enjoy subsidies 
(albeit at lower rates); because of the higher 
prices, the medium and small farmers would 
have to do without them. No notice would 
be paid to the obvious solution of a dual 
price for fertilisers: an open market price for 
rich farmers and a subsidised ration for 
smaller ones. Biotechnology would not be 
given a trial and organic fertilisers would 
continue to be under-utilised there being no 
vested interest lobbies behind them yet. 

(g) The trade gap will not contract despite 
the devaluation. Imports will not diminish, 
as our imports consist mostly of capital and 
current inputs into luxury industries. Con¬ 
sumers of the products of these industries 
can well afford to pay higher prices. They 
would gladly spend more on them, given that 
these products are status symbols. While 
talking about the balance of payments pro¬ 
blem the finance minister has totally ignored 
the possibility of reducing the trade gap hy 
reducing imports. That of course would call 
for import controls which cannot be ex¬ 
pected as the elimination of import controls 
has been the main objective of the new 
policy. 

(h) The finance minister himself, in his 
last year's budget speech, warned that as 
against an expected receipt of about 
Rs 30,000 crore by way of domestic loans 
the interest payment during the current year 
was going to be Rs 27,000 crore and it was 
going to reach Rs 35,000 crore in the next 
year. That is, of course, because the govern¬ 
ment has been running its administration 
with loan money rather than tax money. The 
finance minister has not taken steps nor is 
he likely to take any in the next budget to 
increase the share of tax money and lower 
that of loan money in government expen¬ 
diture On the contrary more and more tax- 
exemotion-linked savings schemes are being 


launched—they continue to be such that one 
may earn a lakh rupees in the year and yet 
not pay practically any income tax! 

( 1 ) Our last prediction: Manmohan Singh 
will not be there to present the budget for 
1993-94. By the lime the measures launched 
by him start to have their effects—runaway 
inflation and vast unemployment—the 
Narasimha Rao government, in order lo stay 
on in power, would make a scapegoat of him 
and drop him like a hot potato. 

SoMf Observations 

Some observations on Our finance 
mini.ster. He goes on repeating on every oc¬ 
casion he gels that the country has been 
following disastrous policies over the years 
which have brought it lo the present pathetic 
stale. Passing the buck to others is a com¬ 
mon human weakness: but in this case to 
whom is Manmohan Singh passing on the 
responsibility? The policies that are presently 
being discarded for being so faulty were in¬ 
itiated and pursued by the Congress govern¬ 
ment. It all began with Indira Gandhi and 
gained momentum under Rajiv Gandhi, to 
whom Manmohan Singh, in his vain attempt 
at playing the politician, dedicated his last 
budget. Through all those years Manmohan 
Singh had reigned supreme in the corndois 
of power (of financial management)~as 
chief economic adviser, as finance secretary 
and as governor. Reserve Bank of India. 
What was his role in those days in regard 
to these policies? If he realised how 
altogether wrong those policies were why did 
he continue to occupy those supremely im¬ 
portant advisory positions? I f, on the other 
hand, he himself contributed to the forma¬ 
tion of those policies, his understanding of 
what he was doing must have been very poor. 
If that be the case, how can we have con¬ 
fidence that now he understands any better 
what he is doing? 

Maybe Manmohan Singh is like Gorbachev 
who knew how to open the Pandora’s Box 
but not to shut it. The more charitable inter¬ 
pretation of the Jekyll-Hyde difference bet¬ 
ween the Manmohan Singh of yesterday and 
the Manmohan Singh of today is that he has 
all along been an economist and the role of 
an economist in the government is not to 
formulate economic policies but only to 
rationalise them. It is politicians who 
formulate policies and that remains true even 
when an economist is made the finance 
minister. 

Now some observations on the group of 
young economists who have rallied round 
the finance minister in his bid to ‘restruc¬ 
ture’ the economy. Their enthusiasm for the 
new order seems to exceed even that of the 
finance minister. It is breathtaking to see 
how uncritical their acceptance of the policy 
package is and it is chilling to see how cold¬ 
blooded they can be in the face of the pro¬ 
spect of the avalanche of unemployment and 
■Auction of levels of living that the New 
Policy promises for the masses. Thus a well 
meaning young economist like Suresh Ten¬ 


dulkar can write: “A higher growth rm of 
GDP in general and that of agriculture in 
particular that would result from better 
resource use and higher level of participa¬ 
tion in international trade will be the best 
anti-poverty strategy. Hence, I would fully 
support the fastest feasible programme of 
combining stabilisation and economic rest¬ 
ructuring with all the unpalatable political 
costs associated with it” (The Economic 
Times, September 17, 1991). 

Mark that Tendulkar talks of political 
costs only and not a word about the misery 
of the masses. Whereas it is left to the grey 
eminence of liberal policy economics in 
India, I G Patel, to state emphatically that 
‘‘A society as divided and unequal as ours 
simply cannot afford to : -gard distribution 
merely as an offshoot of development" and 
to defend ‘‘the economics of distribution 
which takes some degree of equality in 
distribution as desirable but by no means 
automatically assured in the process of 
development” and which therefore “requires 
Slate action or intervention” (‘New 
Economic Policies: A Historical Perspective’, 
EPH'. January 4-11, 1992). While Suresh 
Tendulkar would unhesitatingly welcome the 
direction of change sought to be imparted 
through economic restructuring, I G Patel 
expresses a whole lot of reservations in 
moderate but well reasoned words in his ar¬ 
ticle which is the best piece of writing that 
I have seen so far on what he calls the Great 
Debate. Thus he recognises “the danger of 
excessive or unwarranted subservience to in¬ 
ternational institutions” and expresses the 
opinion that “It does not make sense to 
liberalise imports, for example, before bring¬ 
ing the fiscal situation into better balance” 
and a.sserTs that “our record in increasing the 
rate of saving in India is a good one” and 
then asks “would this performance have 
been possible without the establishment of 
the Unit Trust, for example, or without the 
nationalisation of banks”? 

Neither the finance minister nor his sup¬ 
porters share the cautious approach of the 
senior economist with more experience of 
policy economics than all of them taken 
together. Manmohan Singh in his gentle silk- 
soft voice goes on assuring that everything 
would be wonderful in the long run. Much 
before we are all dead, in that long run the 
poor would have to put up with massive 
unemployment and galloping inflation. 

It is ironical that the same economists 
who denigrated the Mahalanobis approach 
of accepting a lower rate of growth of con¬ 
sumption in the short run in the interest of 
a higher rate in the long run should now sup¬ 
port a policy of lowering, not the rate of 
growth, but the actual level of consumption 
of the masses in the name of things possibly 
working out in some undefined future. But 
why should they worry? Austerity measures 
would not touch them. Even if they did they 
would only have to make one or two more 
visits as consultants to the World Bank or 
the IMF or some such body lo make good 
their losses. 
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REVIEWS 


A New Paradigm for Development 
Economics 

Dipak Ghosh 

Why Developing Countries Fail to Develop by P N Mathur; Macmillan, 
London, 1991; £ 45. 


PURSHOTTAM NARAYAN MATHUR 
has utilised his life long invesimeni in 
understanding input-outpui analysis, 
technological change, determination of 
prices, causes and effects of poverty, his vast 
experience of working with economic data 
at all levels and his clear vision of economic 
history and also of economic doctrine to 
create this iconoclastic masterpiece. In the 
introduction to the book, Wassily IxionticI 
writes that Mathur’s “conclusions presented 
in this volume deserve as much attention as 
Professor [Arthur] Lewis’ observations at¬ 
tracted half a century ago". To that, one can 
add that no trained economist interested in 
any aspect of economic development can af¬ 
ford to ignore this monograph. 

ECONOMte PARAOIOMS 

Mathur points out that to understand the 
current economic situation of developing 
countries, the neoclassical paradigm is 
unhelpful. How did this paradigm, which is 
so 'popular', evolve? The commercial revolu¬ 
tion which made the industrial revolution 
possible had its economic paradigm in mer¬ 
cantilism which emphasised the freedom of 
merchants. The industrial revolution saw the 
development of classical economic thought 
advocating freedom of the producer. As dur¬ 
ing this period availability of land was the 
constraint on economic growth while supp¬ 
ly of labour was abundant, the paradigm of 
wage fund became the central point ol 
economic analysis. However, with the aboli¬ 
tion of corn law, which made importation 
of corn from the colonies possible, land was 
no longer a constraint. The paradigm which 
emerged following this development is the 
neoclassical paradigm, in which land cs no 
longer a constraint and the theory of de¬ 
mand or perhaps the theory of exchange is 
of prime impiortance. The neoclassical 
paradigm, however, did not prove very useful 
in understanding the plight of the pro¬ 
letariates as well as that of the colonies and 
dependencies. (An attempt to build in an 
analysis of imperialism in mainstream 
economic thought by Hobson was found to 
be awkward and was not taken on board by 
contemporary economic analysts.) This gave 
rise to the development of Marxian 
economics, which was an attempt by the in¬ 
ternal proletariates to understand the work¬ 
ing of the economic system. In India 
Dadabhai Naoroji developed what is known 
as the Drain Theory—a paradigm to under¬ 


stand the economic situation of a dependent 
economy. 

It should be interesting to note that Adam 
Smith's theory of economic development, 
which provided one of the crucial building 
bltK'ks for models ol development of dual 
economies, was based on transferring labour 
Irom land based to non-land based activities 
since it is only in the later activities that one 
can exploit the benefit of increasing returns 
to scale However, as with the spread of col¬ 
onialism land ceased to be a constraint, the 
advantage of non-land based activities over 
that of the land based activities in terms of 
returns to scale was no longer crucial lor 
theoretical discussion. Also, as increasing 
returns to scale proved difficult to handle 
mathematically, this was assumed awav from 
the neoclassical paradigm. Be that as it may, 
how did mainstream development economics 
progress'’ 

I FW'ISIAN MotiLt 

Mathur makes use ol the familiar L>cwi- 
sian model of dual economy which is the 
starting point of so many discussions on 
economic development as a peg to hang his 
argument. The ideal Lewisian framework of 
'modern' and ‘traditional’ sectors arc such 
that in their purest form these two sectors 
can be conceived of as closed and working 
in complete isolation of each other. The 
traditional sector has been .self-sufficient for 
many years, and the modern sector may be 
conceived of as an implantation of a self- 
suflicient economy from already developed 
countries. Like already developed countries, 
this modern sector is supposed to grow from 
Its own savings independent of the status of 
the traditional subsistence .sector. Remember, 
the modern .sector is not just the 'industrial' 
or ‘urban’ sector, as so many distortions of 
the basic IjCwisian model lake it to be. The 
modern sector produces industrial as well as 
agricultural products, using modern 
technology and inputs. The only inter¬ 
connection between these two sectors is that 
the traditional sector is to supply the modern 
sector with labour at a (low) fixed real wage 
Though, over time, the traditional sector 
shrinks with the growth of the modern 
sector, never during this process do the two 
sectors lose their self-sufficiency. 

What happened in reality to the Lewisian 
story? lb start with, the establishment of the 
modern sector in developing economies was 
to be promoted through loans. Though these 


loans were euphemistically called ‘aid*, a 
considerable amount of surplus generated 
from these investments have to be repatriated 
to service these loans. This was two implica¬ 
tions. The size of the modern sector would 
depend upon the export performance of the 
country as a whole. And changes in the 
international price of export commodities 
will directly lead to fluctuations in the size 
of the modern sector. What is the way out? 
In countries with a sizeable traditional 
sector, one way to nurture the modern sector 
while simultaneously keeping international 
competitiveness is to confine the modern 
sector to production of non-wage goods 
only. Wage-goods for the labour m the 
modern sector would then be provided by 
the traditional sector. This will allow 
nominal wages in the modern sector to be 
depressed sufficiently to ensure international 
competitiveness without, in turn; depressing 
real wages. This, however, requires that the 
traditional sector does not require any im¬ 
ported input in Its production process. In 
other word.s, cost of production m this sector 
IS independent of the exchange rate. As the 
local real wage rate depends on the nominal 
wage rate in the local currency and also the 
prices of the wage-goods in the same (local) 
currency, it can be made as low as necessary 
in terms of international currency as the re¬ 
quirements of international competitiveness 
through exchange rate manipulation dictate. 
The prices of wage-goods can be suitably 
depressed to keep real wage rate at sub¬ 
sistence level. 

1'his strategy violates Lewis’ condition 
that both the modern and traditional sectors 
ol the economy should be closed and self- 
sufficient In this strategy the modern sector 
becomes a parasite to the traditional sector, 
Broductivity in the traditional sector cannot 
increase without inputs from the modern 
sector This, however, increases the cost of 
production ol wage-goods (through the cost 
of imported technology, etc, used by the 
traditional sector). Any attempt by the 
modern sector to subsidise wage-good out¬ 
put to keep the real wage low can only 
happen through a reduction in the surplus 
ol the modern sector and, hence, tn its 
growth. 

Prkl Rti AiioNS: National and 
iNtlRNAI lONAL 

The upshot ts that once the process of 
development starts by tmporting technology, 
initial investments, etc, the internal and inter- 
nattonal price relationships dictate that the 
real wage rate in these countries must remain 
low. Mathur quotes figures to show that the 
(l9gS) real wage rate for developing coun¬ 
tries Ites within IS per cent (in the case of 
Korea) to about 3 per cent (Sri Lanka) of 
the average US wage. Only in case of off¬ 
shore production centres like Hong Kong 
(2I per cent) and Singapore (29.9 per cent) 
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Table A; Terms of Trade and Real Wages 
inthePmuippines(1%5 = 100) 


Y»r 

Real Wages 

Terms of TVade 

1955 

115 

111 

I960 

105 

113 

1965 

100 

100 

1970 

109 

92 

1975 

71 

68 

1980 

52 

53 


or countries with special relationships like 
Israel (30.5 per cent) arc these figures any 
higher (see Mathur’s Table 1.2) In fact, for 
about 90 to 95 per cent ol all developing 
countries, the average industrial real wage 
rate lies between 8.4 and 11 per cent of that 
in the US (see Mathur's Table I I and the 
discussion around it) What is the implica¬ 
tion of this? To appreciate this, one has to 
go through the discussion on Meta- 
economics (Chapter 2) In this Maihur draws 
heavily upon the experience ol international 
economic relations and a theoretical discus¬ 
sion on micro- and macro-economic rela¬ 
tionships in the area ot production He 
points out that in the general system within 
which modern economic activities function, 
national economics work under inter¬ 
national constraints in the same way as a 
firm works under its respective macro¬ 
economics constraints For a proper 
understanding ol conditions in a develop¬ 
ing country, all macro-economic analysis 
should be can ied out within the parameters 
provided by the international con.straints. It 
is to be remembered that the mainstream 
neoclassical paradigm is not of much help 
here. According to this paiadigni, prices of 
tradable goods arc supposed to be similar 
internationally, while only those of non¬ 
tradables arc expected to be different. In 
reality, however, there exists vast disparities 
in the international prices ol tradables (see 
1kble 1.1). 

Let us try to take a look ai determination 
of commodity prices in the international 
market (Chapter 6). Without going into the 
details here, the framework for price deter¬ 
mination is flex price (demand determined) 
for commodities and fix price (cost based) 
for manufactured gcKids. The implication of 
this for cyclical activities in the international 
economy has been examined from the point 
of view of the industrialised countries 
(e g, by Kaldor) Mathur, however, examines 
this in context of the developing countries. 
He shows that if the production of export 
commodities by the L IK's depends upon im¬ 
ported inputs (components for manufac¬ 
tured goods or technologies for mineral 
sector, say), also if wage-goods production 
is dependent upon these (imported fertiliser 
for production of foodgrain) then if the 
prices of export goods decrease without a 
corresponding decrease in the prices of in¬ 
puts, production of export commodities 
becomes less and less profitable With 
domestic cost being constant, this will 
translate into depreciation of the currency. 


And that wiU increase the^rices in the local 
currency, creating a spinu of depreciation 
and hence that of price rise which, in turn, 
causes real wages in these countries to fall. 
The Ihble A giving the real wage and 
terms of trade in the Philippines, a condens¬ 
ed version of Mathur’s Ihble 7.5, makes this 
point. 

Economic Subordination of Drain 

What then is the underlying paradigm? 
This is based on what perhaps should have 
been more familiar in leaching of develop¬ 


ment economics in India if not in all 
developing countries—Dadabhai Naoioji’s 
Drain Theory. A short sketch of this 
paradigm can be presented in the following 
manner: in a closed economy before the 
economy became a subordinate one, let the 
agricultural output of a land constrained 
economy be A (which is Tuted since land it 
fixed) and the manufactured output be M. 
Let aM stand for amount of A required, 
either as inputs or as consumption goods, 
by the manufacturing sector. Let F be the 
consumption and input demand for A by the 
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agricidtiin] sdCtor. This then gives us the 
relationship: 

M - (A-F)/o (I) 

which says that the total output of manufac¬ 
tured goods (as well as that of the 
agricultural wage-goods) is given by (fixed) 
A, a and the propensity to consume of the 
agricultural sector which determines F. Now 
let there be a ‘drain’ (D) on A, for whatever 
reason. This reduces the income of the 
agricultural sector and hence its consump¬ 
tion to, say, F’, so the new level of manufac¬ 
turing production M’ will then be given by; 

M’ = Pj (2) 

a 

subtracting (2) from (1) 

F' + D - F 


M 


M' = 


As income elasticity of demand foi con¬ 
sumption of agricultural product will be less 
than one, we have D > F- F’ which tell us 
M > M' (3) 

This then tells us that whatever the reason 
for drain to take place, manufacturing out¬ 
put would suffer. 

What about the strategy of exporting 
agricultural goods to import manufacturing 
products? From (I) we have 

M - 

a 

Read U and M' in the discussion above as 
the export of agricultural product to import 
manufactured goods, and the resulting new 
level of manufactured output. Since the con¬ 
sumption of agricultural sector will continue 
to be equal to F, as there is no change in this 
sector’s income, one can write 
M- = (4) 


From (!) and (4) 
M - M' = D’ 


o- 

Obviouslv. M' el M showing a fall in the 
domestic manufacture. But what is impor¬ 
tant is that, since o is lc.ss than one, the 
resulting fall in domestic manufacture pro¬ 
duction IS greater than D’ or the loss in 
agricultural output thiough ‘drain’. 

We are back to the Lewisian inter¬ 
dependence issue. What should be done 
about increase in M (defined as modern 
secidr output)? We have seen the problems 
when the sector producing M depends on the 
sector producing A (traditional) for supply 
of wage-goods. 

Maihur then uses this framework to 
discuss the wage-goods constraint for 
employment and development (Chapter 10), 
nature of inflation in LDCs (Chapter II), 
problems related to technology import 
(Chapters 13 and 14). He also examines 
feasibilities of various strategies of economic 
development such as subsidies and import 
control, partnership in economic develop¬ 
ment—a South-South common market- 
strategies available to foreign exchange con¬ 
strained developing economies. 

The book concludes with a discussion on 
why international price structures differ, 
which shows the inadequacy of the conven¬ 


tional cxrHanation and offers an alternative 
international trade theory without Say’s 
Law. In this the world price of export com¬ 
modity determines the wage rate in develop¬ 
ing countries and that together with produc¬ 
tion technology and the extent of direct and 
indirect imported inputs determines the price 
structure. The availability of foreign ex¬ 
change also determines the production 
possibility frontier for the economy. 

Mathur provides a formula for such a pro¬ 
duction po.ssibiliiy frontier. In the event of 
a reduction in the availability of foreign ex¬ 
change this can be used to plan for 
systematic reduction of production rather 
than doing it in a haphazard manner. It will 
also be useful in delineating the implications 
of the extent of the recent debt servicing as 
well as the effects of foreign aid and loans 
for the economics of the countries involved. 

IVhy Developing Countries Fail to 
Develop is a comprehensive analysis of pro 


blems of development theory as well as ex¬ 
perience. The book provides a new 
paradigm, a new insight into what is' wrong 
in contemporary thinking on development 
issues. Economists brought up on a diet of 
neo-classical economics will find this book 
disturbing given its iconoclastic implications. 
Researchers who are looking for a unifying 
paradigm for dependency theory, theories of 
unequal exchange and non-mainstream 
development economics will find this book 
a great investment. 

Mathur’s style of writing demands con¬ 
tinuous attention from his readers. In places 
when he wanted to underline an argument, 
perhaps a little too passionately, it becomes 
slightly repetitive. However, for a new insight 
into an age-old problem this is a minor price 
to pay. One only hopes the publishers will 
bring out a Third World edition for coun¬ 
tries where this book is needed and will be 
most appreciated 


Towards Legal Literacy 

U Naganaila 


Material on Public Legal Education; a publication of Legal Services 
Clinic, National Law School of India University. Bangalore, 1991; pp 254. 


THIS collection ol essays has been published 
for the avowed purpose of "dissemination 
of legal knowledge to the society at large” 
lot a book meant to fulfil this purpose, it 
IS highly unimaginative and uncritical Also 
there are glaring errors and omissions in the 
text 

The book is divided into six broad sub¬ 
ject categories General, Family I aw. 
Criminal luiw and Procedure, Labour l.aw. 
Commercial Law, and Proce-ssual Justice 
rhechajitcr on ‘Fundamental Rights and the 
Directive Principles' by V S Mallar is in the 
first division It is undoubiec':y a very im¬ 
portant chapter and it is unfortunate that 
It has been dealt with very cursorily All the 
fundamental i ights have merely been listed 
out and case law introduced in an ad hoc 
manner The choice of case law itself leaves 
much to be desired The portion dealing with 
the right to equality is sought to be sup¬ 
ported by citing the Supreme Court decision 
in ‘Air India \s Nargesh Mecr/a’. This case 
can hardly be illustrative of the ‘equality’ 
guaranteed under article 14 of the constitu¬ 
tion While It is true that the Supreme Court 
did .strike down as unconstitulion.il the 
service regulation of the an hostesses which 
said that an air hostess would retire on her 
first pregnancy, the court upheld the validity 
of all other discriminatory clauses. The pro¬ 
visions which necessitate that air hostesses 
should nut marry within four years of the 
service .''ailing which their services will have 
to be terminated had in fact been lauded as 
a ’salutary and sound provision'. In the 
opinion of the Supreme Court, the provi¬ 
sion, ‘‘apart from improving the health of 
the employee, it helps a good deal in the pro¬ 
motion and boosting of our family planning 
programme”. Again, the differences in retire¬ 


ment age for male assistant flight pursers 
which was S.S or 58 years and the female air 
hostesses which was 35 years extendable to 
45 years at the option of the managing direc- 
toi was held to be not discriminatory, 
because air hostesses formed a separate 
category by themselves The air hostesses in 
India today are still trying to live down this 
judgment, but in vain. Surprisingly this 
judgment has been relerrcd to in more than 
one place m this book as being favourable 
to women C.'ommg back to the chapter on 
lundamental rights, the freedoms guaranteed 
under article 19 have been listed out and the 
only ficedom which has been illustrated with 
a case law is the Ireedom ot business, 
occupation and piofession It is difficult to 
comprehend as to why the more important 
and relevant rights with regard to freedom 
o( speech and expression, freedom of 
association and so on have been mentioned 
only in passing 

In the essay titled ‘Rights of Women: Con¬ 
stitutional Promise and Performance’ by 
N R Madhava Menon, the Muslim Women 
(Protection of Rights on Divorce) Act, 1986, 
an act passed in the aftermath of the Shah 
Bano judgment, finds place in the list of 
legislations enacted for the benefit of 
women! It is difficult to understand how this 
most reactionary and retrograde legislation 
of the decade could be called a pro-women 
law. 

The essay on ‘Laws Related to Marital 
Relations' by N L Mitra is in the question- 
and-answer pattern. This structure would 
have probably been ideal for a book of this 
nature, had the questions been franjed in a 
grammatically simple and correct manner. 
Moreover, some of the answers provided are 
very value loaded. The answer to the ques- 
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tion, “What are the remedies available in 
matrimonial frictions and abandonment?” 
is followed by the statement, “But it is to 
be remembered that the Indian ethos is to 
save the family as an institution so that 
children are not neglected!' On the question 
of divorce, “some people think that 
matrimonial problems end in divorce. But 
to many others problems start with divorce. 
As for example, children start getting pro¬ 
blems when their parents separate!' Such 
comments are totally extraneous to the sub¬ 
ject at hand. 

The chapter on ‘Rights of the Child’ finds 
place in the section on ‘Family Law This 
is probably the rea.son why there is absolutely 
no mention of child labour or the Child 
Labour (Prohibition and Regulation) Act, 
1986. 

The chapter on ‘Family Courts’ by Siia 
Mahalakshmi is a mere putting togcihei ol 
the various bare provisions of ihc act Over 
the last two years there has been a lot ol con¬ 
troversy over the lunciioning of the family 
courts and the provisions ol the act iiscll 
This should have been included in ihe test 
so that the act is projected in ihe true light, 
and the readers have a critical understanding 
of the actual functioning ol ihe lamily 
courts. 

The redeeming feature ol the division on 
‘Family Law’ is a series of charts prepared 
by Babu Mathew and Asha Bajpai The 
charts arc useful in providing a quick and 
easy reference guide on laws relating lo 
marriage, judicial separation, ditorce, and 
maintenance. 

The section on ‘C'riminal I .aw and Pro¬ 
cedure’ contaiii.s essays on the Dowry Prohi¬ 
bition Act and the Prevention ol Immoral 
Traffic Act. Both these acts have been dealt 
with in some detail by N R Madhava Menoii 
The other essays in this section arc ‘Police' 
and ‘Crimes against Women', ‘Your Rights 
against the Police’, ‘Crimes against Dahls' 
by N R Madhava Mcnon, ‘Lvidence in 
Criminal Proceedings’ by DShankara Reddy 
and ‘Narcotic Drugs and legal Control’ by 
S V Joga Rao This section is by far Ihc best 
in the book. 

l-abour law has been entirely dealt with 
in Ihe fourth section in less than five pages 
A book of this nature which is supposed to 
inform people especially women of their 
rights does not contain even a mention ol 
the Maternity Benefit Act Ihc rest ok the 
social welfare legislations arc dealt with in 
a paragraph each. Important piovisions of 
law with regard to Trade Union Rights, 
Minimum Wage.s, Payment of Wages, 
Workmen’s Compensation, Strikes, Lock¬ 
outs which would have really helped people 
at the grassroots have been unfortunately 
neglected 

The section on ‘Commercial Law’ deal¬ 
ing with contracts and contractual obliga¬ 
tions, law of tort, consumer protection law, 
insurance, environment protection, tenancy 
laws all have little or no relevance to the 
urban and rural poor. Even if this is aimed 
to serve the needs of the urban middle class 


there is no attem# at providing the readers 
with a critical undmtanding of the function¬ 
ing of the acts and the attitude of the courts. 
For instance, in the chapter on ‘Consumer 
Protection Law’ select decisions of the Con¬ 
sumer Forum have been given. The facts and 
the compensation awarded alone have been 
illustrate. What is of greater importance in 
these matters is the reasoning of the courts, 
though facts may be given to help under¬ 
stand the case better. For instance, a case in 
which a couple had successfully claimed 
damages for poor services from Ihe railways 
has been cited. It merely states that the com¬ 
plaint involved a minor injury due to an 
exposed nail and the non-funclioning of fans 
in the first class coupe; and that a compen¬ 
sation of Rs .1,000 each was awarded to the 
couple travelling in the tram. What is im¬ 
portant and relevant here is that the court 
held that Ihe transport provided by the 
railways constituted ‘services’ and railway 
passengers were ‘consumers’ under the Con¬ 
sumer Protection Act. Flence against any 
deficiency in service, compensation could be 
claimed. Morco'' r when case law is being 
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SPECIAL ARTICLES 

Intellectual Property Rights and LDCs 

Some Strategic Issues 

De«*pak Nayyar 

It is essential to ensure rewards for innovation but. surely, the protection of monopoly profits or quasi-rents 
for transnational corporations should not take precedence over the interests of national development in a world- 
characterised by uneven development. The proposed agreement on trade-related aspects of intellectual property 
rights, about to be concluded as part of the Uruguay Round, ignores this vital consideration. The interests of 
the industrialised countries are the focus of attention, white the interests of the developing countries are the object 
of neglect. 


Intnxlurtion 

THIS short cs«ay attempts to explore the 
contours of the deuate on national and inter¬ 
national systems for the protection ot intel¬ 
lectual properly rights. The paper outlines 
the salient features of the system in India, 
compares it with the systems in industrialis¬ 
ed countries, sets out the underlying 
economic rationale, and exaim..'' its 
relevance for the developing world. The con¬ 
cerns about the international system for in¬ 
tellectual property rights, now proposed in 
the Uruguay Round, emerge from ihc 
analysis. The object is to highlight the 
strategic issues-rather than to provide a 
systematic or complete discussion of the 
complex problems. 

First, I shall describe the important 
characteristics of the patents, system in India, 
contrasting it with the system in the United 
States as also in other industrialised coun¬ 
tries. Second, I shall outline the economic- 
rationale of the system for protecting intel¬ 
lectual property rights in India Third, I shall 
consider the relevance of the Indian view 
from the perspective of developing countries. 
In conclusion, I would like to situate the 
discussion in the context ol the Uruguay 
Round of multilateral trade negotiations, 
where India and the United States have been 
major participants in the debate on a pos¬ 
sible tnternational regime for trade-related 
aspects of intellectual property rights. 

11 

ITie ChararteristioH 

There is an elaborate system for the pro¬ 
tection of intellectual property rights in 
India, embodied, inier-alia, in the Patents 
Act of 1970. the Copyright Act of 1957, the 
Trade and Merchandise Marks Act of 1958 
and the Design Act of 1911. The law of 
patents is, of course, at the heart of the 
system. It is neither necessary nor p<>ssible 
to provide an exhaustive description. The 
salient features of the patent system in India, 
as also elsewhere, are incorporated in the 
scope, the nature, the use and the term of 
patents. 

(a) Exetusions/rom Patentahility: Apart 


from the universal exceptions of public 
order, law, morality and injury to human, 
animal or plant litc and health, the Patents 
Act in India excludes; (i) methods of 
agriculture or horticulture; (ii) any process 
for the treatment of human beings, animals 
or plants; (lii) substances intended for use 
as food or medicine or drugs; and (iv) 
substances produced by chemical processes. 

1 he exclusion of micro-organisms, plants 
and animal varieties is implicit, in sharp 
contrast, the system in the United States pro¬ 
vides for no exclusions except, perhaps, 
human beings. Consider, for example, the 
seven areas of bio-technology: methods of 
treatment for humans and animals; animals 
and animal varieties; plants and plant 
varieties; micro-organisms; substances deriv¬ 
ed from bio-technology; essentially biolo¬ 
gical processes for the production ol animals 
or plants; methods of horticulture and 
agriculture None of them are patentable in 
India. All ot them are patentable in the 
United Stales But, in most other countries, 
including countries in the European Com¬ 
munity, where the first three are possibly 
non-patentable, there is a fair amount ot 
diversity in exclusions from paieniabiliiy. 

(b) Rights ConJerrecI: li is necessary to 
make a distinction between product patents 
and process patents For chemicals, pharma¬ 
ceuticals and food products, the patent law 
in India periniis patcntabiliiy of processes 
alone and noi of products. The rights con¬ 
ferred by a patent are very similar, though 
not identical, in India as compared with the 
industrialised countries. 

(i) For product patents, the rights confer¬ 
red are making, using and selling, which ex¬ 
tend to importing and offering for sale in 
some industrialised countries of Europe. 

(ii) For process patents, the rights confer¬ 
red are only on the use of the process, but 
in the United Slates it also confers all rights 
for products obtained directly from that 
process. 

(c) Burden of Proof: Where a patent has 
been granted and an infringement is claim¬ 
ed, the current general law applicable in 
India casts the burden of proof on the party 
which IS claiming infringement. In the 
United States, and in several other in¬ 
dustrialised countries, the burden of proof 
is reversed. 


(d) Computsory Licensing: To curb 
monopolistic or restrictive practices and to 
enable governments to use patents in the 
public interest, compulsory licensing is pro¬ 
vided for in most intellectual property rights 
systems. In India, such provisions exist to 
meet situations where reasonable re¬ 
quirements of the public with respect to the 
patented invention are not satisfied, where 
the patented invention, whether product or 
process, is not worked on a commercial 
scale, or where the patented product is not 
available to the public at reasonable prices, 
and, in general, where public interest so re¬ 
quires. The Patents Act, thus, provides for: 

(i) compulsory licensing, on application, in 
such situations; and 

(ii) an automatic licences of right system in 
respect of food, pharmaceuticals and 
chemicals, where patents are deemed to be 
endorsed with the term 'licences of right’ on 
completion of three years from the date of 
sealing the patent. 

The provisions are, of course, subject to 
the payment of royalty to the patent-holder. 
In the United Stales, and in other in¬ 
dustrialised countries, these provisions for 
compulsory licensing and government use 
are limned to established violations of anti¬ 
trust laws and public non-commercial pur¬ 
poses, although the practice for instance in 
space research is less restricted. 

(e) Term of Protection: The law of patents 
in India provides for a term of 14 years from 
the date of Filing complete speciFicattons; in 
respect ol process patents for food, drugs 
and medicines, however, the term is limited 
to seven years. In contrast, in the United 
States, as also in most industrialised coun¬ 
tries, the term of patents is between IS and 
20 years from the date of filing complete 
specifications. 

Ill 

The Rationale 

The implicit rationale for, or the 
philosophical foundation of, the Intellectual 
property rights system in India is embodied 
in three underlying objectives. 

First, it seeks to strike a balance between 
the interests of producers on the one hand 
and consumers on the other, that is, those 
who develop the scientific knowledge or in- 
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iKwateand liioi^wItoiise'tliegcxKisor ser¬ 
vices derived therefrom. Needless to add, 
every country attempts the same, but where 
the balance is reached depends on the level 
of development. The levels of income in the 
economy and the stage of development in 
the society are thus particularly important 
in this context. The logic of exclusions from 
patentability follows from this objective: 
methods of horticulture and agriculture, as 
also food, are excluded because such a large 
proportion of the population is dependent 
on agriculture for a livelihood and the pur¬ 
chasing power of the poor even for fo(^ is 
limited, while drugs and medicines are ex¬ 
cluded because millions do not have access 
to basic health care. 

Second, it endeavours to ensure rewards 
for the owners of knowledge or the in¬ 
novators but, at the same time„aims to place 
a limit on the monopoly ptonts or the quasi¬ 
rents which may be appropriated by the en¬ 
tity that commei '^es the technology or 
transforms the scientific knowledge into a 
marketable product. This is the logic of com¬ 
pulsory licensing. There are two underlying 
principles set out in the Palent.<i Act: 
(i) patents arc granted to encourage inven¬ 
tions and to secu.c that the inventioi-.s are 
worked in India; (ii) patents are not granicu 
merely to enable patentees to enjoy a 
monopoly for the importation of the 
patented article. 

Third, It attempts to create an environ¬ 
ment which IS conducive to the diffusion of 
existing technologies and the development 
of new technologies, in.sofar as technology 
IS a basic determinant of development in a 
society that is a late-comer to industrialisa¬ 
tion. The patentability of processes alone, 
but not of products, in some sectors and the 
reduced term of protection lor patents derive 
from this objective. 

IV 

Thf llelevanre 

It would be reasonable to ask. is the 
Indian approach to intellectual property 
rights relevant for developing countries in 
general or those at similar levels of income 
and technological development? In my judg¬ 
ment, the answer must be in the affirmative 
although there may be differences in degree, 
emphasis or nuance. 

For one, technology is strategic in the pro¬ 
cess of industrialisation. The direction and 
speed of technological development in¬ 
fluences not only the pace but also the quali¬ 
ty of economic growth. Thus, an economy 
that industrialises should be able to move 
from importation to absorption and adap¬ 
tation of technology through to the stage of 
innovation, at least in some sectors, on the 
path to sustained industrialisation. In the 
pursuit of this objective, late indusirialisers 
in Europe, Asia and Latin America have 
sought to facilitate their technological 
transformation through intellectual property 
rights systems which are, or were, conducive 
to catching-up with the industrialised coun¬ 
tries. It is important to recognise that, unlike 


comparative advanutge based on nature 
resource endowments, comparative advan¬ 
tage derived from knowledge or skills can 
only be acquired through a framework of 
policies which fosters rather than hinders the 
learning process. Economic history is replete 
with examples of technological leap-frog. 
Clearly, at this juncture in the world 
economy, when absolute poverty is an im¬ 
portant international concern, developing 
countries need to capture rather than forgo 
such opportunities. 

For another, intellectual properly rights 
systems must recognise differences in levels 
of development between economies. There 
are two dimensions of this proposition: 
(a) What purpose does a good serve if it is 
available only at a price which is beyond the 
reach of the majority of people in a .society? 
For instance, medicines or computer soft¬ 
ware at international prices are simply not 
affordable in a country with average income 
levels as in India, (b) There are sectors where 
the benefits of knowledge need to be 
socialised, rather than privatised, for human 
development, for example, the increasing 
commercialisation of plant-breeding 
research in the developed countries, sup¬ 
ported by patents systems, has far-reaching 
implications for food and agriculture in 
developing countries. In a world where a 
very significant proportion of humankind 
docs not have enough to eat, scientific 
research on plant-genetics or plant-varieties 
should be a public resource rathei than 
private properly. 

From the perspective of developing coun¬ 
tries, therefore, it is both necessary and 
desirable to create a differential, rather than 
uniform, inter national regime tor the pro¬ 
tection of intellccluai property rights. Quite 
apart from the wider considerattons set out 
above, the proposed uniform regime across 
countries raises two specific issues which 
need to be highlighted. First, the real con¬ 
straint lor several late indusirialisers in the 
developing world is that they do not possess 
the critical minimum in terms of resources 
for R and D; hence, technological leads and 
lags may be determined not so much by 
scientific ability as by resource availability 
Second, there is a basic contradiction 
between the protection of intellectual pro¬ 
perly rights through a patents system which 
does not allow late indusirialisers to develop 
such technologies on their own, and systems 
of restrictions on, or licensing of, exports 
of technologies which arc closely held (or 
captive) so that late indusirialisers cannot 
import such technologies. 

V 

The Uruguay Round 

In recent years, there has been a sharp ac¬ 
celeration in the pace of technical progress, 
particularly in sectors such as information, 
communications and bio-technologies. This 
has led countries which are technology- 
leader:! and technology-exporters to seek a 
major change in the international regime for 
patent protection to include new products 
and processes particularly in the sphere of 


bio-technology, for copyrights to incla(^':| 
computer software and informatics, and (p'o 
strengthen related aspects of the system for. 
the protection of intellectual property rights , 
extending as far as trade secrets. The 
underlying logic is that technical progress in 
many of these sectors is more susceptible to 
replication, which may erode the rewards for 
innovators. 

So far, the international system for the 
protection of intellectual property rights has 
been embodied in the legal and institutional 
framework provided by the World Intellec¬ 
tual Property Organisation. But this is not 
perceived as enough. Therefore, the in¬ 
dustrialised countries launched a strong 
initiative in the Uruguay Round of multi¬ 
lateral trade negotiations to create an extend¬ 
ed and tighter international system for the 
protection of intellectual property rights, 
with provisions for dispute settlement and 
enforcement as part of the multilateral 
trading system. The text of the draft agree¬ 
ment, circulated by the Director General Of 
GATT in December 1991, seeks to expand 
the scope of the intellectual property rights 
system, increase the life of privileges granted 
or rights conferred, extend the geographical 
spread where the privileges or rights can be 
exercised, reduce the restrictions on the use 
of rights conferred, and, above all, create an 
enforcement mechanism with retaliatioa 
across sectors. 

The important depanurcs from the system 
of intellectual property rights, or the patents 
law, in a country such as India must be 
recognised rather than ignored. Exclusions 
from patentability would be confined simply 
to animals and animal varieties, and plant 
and plant varieties. It would no longer be 
possible to limit patentability to processes 
alone which would statutorily extend to pro¬ 
ducts. I'he burden of proof would be revers¬ 
ed Importation would be deemed as the 
equivalent of working a patent. Compulsory 
licensing would be possible only under a very 
restrictive set of conditions, while automatic 
licences of right would disappear. The term 
of protection for patents would be extend¬ 
ed to 20 years. Needless to add, the accep¬ 
tance of these changes would necessitate 
amendments across-the-board in the patents 
law of India and several developing 
countries. 

The implications of this proposed regime, 
for the absorption, diffusion and adaptation 
of technologies, let alone innovation, in 
developing countries, are far-reaching. Much 
needed technologies may no longer be 
available at affordable costs. The emergence 
of domestic technological capacities may be 
pre-empted. Transfer of technology may 
slow down. The incidence of restrictive 
business practices by transnational corpora¬ 
tions may increase. These are just some of 
the important implications and con¬ 
sequences, which suggest that the emerging 
international system for the protection of 
intellectual property rights is bound to be 
inequitable and inimical from the perspec¬ 
tive of developing countries. 

The need for a more balanced and 
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tqiiiuble system is obvious. The interest of 
technology-f&llowers and technology- 
importers is just as important as the interest 
or technology-leaders and lechnology- 
etporters. It is essential to ensure rewards Tor 
innovators but, surely, the protection of 
monopoly profits or quasi-rents for trans¬ 
national corporations should not take 
precedence over the interests of consumers 
in a world characterised by uneven develop¬ 
ment. It would seem that the proposed 
agreement on trade-related aspects of intel¬ 
lectual property rights, about to be conclud¬ 
ed as part of the Uruguay Round, does not 
have such a balance. The interests of the in¬ 
dustrialised countries are the focus of atten¬ 
tion, while the interests of the developing 
countries are the object of neglect. 

In conclusion, let me stress that it would 
be a mistake to consider the debate on trade- 
related aspects of intellectual property rights 
in isolation. It needs to be situated in the 
context of the political economy of multi¬ 
lateral trade negotiations in the Uruguay 
Round, with linkages across sectors and 
issues, which seeks to change the rules of 
the game for the international trading 
system. What is more, it needs to be 
recognised that the contentious and con¬ 
troversial negotiations in the GATT only 
skim the surface. The phenomenon is not 
simply about the rules of the game for inter¬ 
national trade. It is far more complex than 
that and most, therefore, be placed in its 
wider context. The rise of transnational cor¬ 
porations, combined with prodigious 
technical progress, has brought about a 
fundamental change in the organisation of 
production, marketing and distribution in 
the world economy. It has pushed the fron¬ 
tiers of international trade far beyond goods, 
into services, technology, information and 
knowledge, dismantling the traditional 
divide between them. This process has jusi 
begun. Technical progress has always been 
labour saving. What is new about recent 
developments is that informatics and 
robotics are displacing not only the muscles 
but also the brains embodied in labour. This 
is likely to have a profound impact on 
output, employment and trade in the world 
economy. Most of these developments arc 
nmcentrated in a few industrialised coun¬ 
tries and, within these countries, in a few 
corporate entities. The degree to which the 
national interests of the industrialised coun¬ 
tries coincide with the corporate interests of 
the transnational firms is uncertain The 
national interests of the developing coun¬ 
tries, however, are very different, in view of 
the far-reaching implications for the 
development process. 

[This paper foriqed the basis of the author’s 
presentation at a conference organised by the 
National Research Council in the United Stales 
on the ‘Global Dimensions of Intellectual 
Property Rights in Science and Technology’, 
held at Washington DC on January 8-9, 1992. 
I am grateful to Anwar Hoda and Snrang 
Shukl8.for helpful discussion, suggestions and 
comments. The errors that remain are mine.| 
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Dunkel Draft on TRIPS 


Complete Denial of Developing Countries’ Interests 


Bigwajit Dhar 
C Niranjan Rao 

The Dunkel druft on TRIPS is heavily biased in favour of the patentees. While their rights have been enlarged, 
*heir obligations have been considerably watered down. This marks a reversal of the spirit of the 70s when the 
issue in international negotiations was how to make technolr v transfer between the north and the south more 
equitable. The TRIPS negotiations have focused exclusively on the monopoly rights of patentees from developed 
countries and, in doing so^ alt the issues raised in the debates on the 'Code of Conduct for Transfer of Jbchnology' 
and the 'Code of Conduct for Multinational Corporations’ have been conveniently forgotten. The developing 
countries have to contend with an unequal world order. This is the most important message of the Dunkel drqft 
on TRIPS. 


THE draft final text of the Uruguay Round 
of GATT negotiations authored by Director 
General Arthur Dunkel which was presented 
on December 20 holds little cheer for the 
developing countries. 

One of the areas that would affeo their 
interest substantially should the Dunkel text 
be accepted as the Uruguay Round agree¬ 
ment is that of Trade Related Aspects of In¬ 
tellectual Property Rights (TRIPS). Negotia¬ 
tions were conducted after the Uruguay 
Round adopted an expanded mandate and 
although the developing countries had ob¬ 
jected to the inclusion of TRIPS, the Puma 
del Este declaration included it as a negoti¬ 
ating subject after a broad agreement was 
reached. Hindsight, however, suggests that 
accepting this enlarged mandate was the first 
mistake that the developing countries made 

It had become clear from the outset that 
the developed countries wanted GAT I to 
monitor the protection of intellectual pro¬ 
perty rights by setting norms and standards 
for intellectual property protection. In then 
submissions to the negotiating group the 
developed countries presented proposals lor 
setting of norms and standards by the 
GATT. The negotiating mandate for the 
group on TRIPS did not pros'ide lor this and 
quite legitimately, thcrelore, the developing 
countries rai.scd this issue m the lirst halt 
of the Uruguay Round negotiations I'he 
developing country objections were based on 
the following threc points. First, it is not the 
work of the GATT to set norms and stan¬ 
dards for intellectual property protection, se¬ 
cond, the developed country proposals went 
beyond the Punta del Este mandate, and 
finally, excessive protection of intellectual 
property (as suggested by the developed 
countries) should not itself become a bar¬ 
rier to trade. As a result of this position 
taken by the developing countries, one of 
the areas on which the Montreal mid-term 
review of the Uruguay Round held in 
December 1988 could not agree was TRIPS. 
Quite inexplicably the developing countries 
agreed to discuss the norms and standards 
of IPRs at the Geneva meeting of the Trade 
Negotiating Committee in April 1989 which 
was called to complete the mid-term review. 
In retrospect this was the second and final 


mistake the developing countries committed. 
Once the developing countries agreed to 
discuss norms and standards in GATT, they 
were led by the developed countries to what 
has culminated in the Dunkel draft. 

The proposals presented by the GATT 
Director General has been built on the draft 
agreement submitted to the failed ministerial 
meeting of December 1990, but with a dif¬ 
ference. While the December 1990 draft 
included several proposals made by the 
developing countries, along with those made 
by the developed countries, which were to 
be negotiated and were, hence, in ‘square 
brackets’, the Dunkel proposals have syste¬ 
matically excluded all the developing coun¬ 
try propo.sals Only the developed cimntry 
proposals remain in the 'takc-it-or-lcave-it' 
dralt of Arthur Dunkel. Dunkel, while 
presenting his draft, stated that there would 
be no substantial re-opening ol the 
‘Agreement’ 

Seventy-three articles divided into seven 
parts form the Dunkel proposals on TRIPS 
It appears as a self-contained agreement 
almost along the lines of the General Agree¬ 
ment on Trade in Services (GATS), both of 
which appear as annexes to the main agree¬ 
ment. This manner of presentation of the 
I'RIPS draft has allowed Dunkel to over¬ 
come some ol the key objections raised by 
developing countries. We would allude lo 
this while discussing the framework that the 
I RIPS Agreement has been given. l.ater in 
the paper we will discuss in detail the key 
elements of the Agreement relating to pa¬ 
tent rights. We have chosen to be selective 
by taking only one foim of I PR, albeit the 
most important, to keep the discussion 
within limits. 

Our discussion below will indicate that the 
TRIPS Agreement is heavily biased in favour 
of the patentee. While hts rights have been 
increased his obligations have been con¬ 
siderably watered down. 

I 

Frame'SMirk of Dunkfl TRIPS 
Agreement 

Two main issues were raised by the 
developing countries while objecting to the 


discussion of IPRs under GATT. These vi«re 
(a) GATT was not the right forum to discuss 
these matters and that WlPO (the World In¬ 
tellectual Property Organisation) was the 
relevant forum, and (b) intangibles like IPRs 
cannot be discussed along with goods within 
theGAT'l framework The latter point was 
raised by these countries to hedge against 
the possibility ol cross-retaliation between 
sectors, which was evident in the Special 301 
case initiated against India and two other 
countries. 

Both these (xiitits have apparently been' 
taken care of in the Dunkel draft by having 
a separate agreement for IPRs. Three 
separate Agreements form the draft text, the 
Agreements on Goods, on IPRs, and on Ser¬ 
vices A careful consideration of the propos¬ 
ed Dunkel framework, however, indicates' 
that m effect this is not quite true. In the 
first place, the three Agreements are not in¬ 
dependent; they have been linked to each 
other through the proposed Multilateral 
Trade Organisation (MTO) The MTO has 
been armed with an integrated dispute set¬ 
tlement arrangement which provides for 
cross-retaliation between goods, services and 
IPRs along the same lines as the US had at¬ 
tempted through the invocation of Super 
and Special 301. 

Secondly, WlPO has been brought in 
through Article 2 of the TRIPS Agreement. 
The framework proposed by Dunkel sub¬ 
sumes the Paris Convention, which is 
monitored by the WlPO. Acceptance of the 
Dunkel proposals automatically binds coun¬ 
tries to the Paris Convention. Article 2 of 
the TRIPS text states that “In respect of 
Parts II, III and IV of this agreement, PAR¬ 
TIES shall comply with Articles 1-12and 19 
of the Paris Convention (1967)’’. These parts 
refer to the substantive part of the conven¬ 
tion. This while setting at rest the develop¬ 
ing countries’ objections is not a happy 
augury for countries that had not accepted 
the Pans Convention. Countries like India 
had not joined the Paris Convention but 
were participating in the discussion for its 
revision. All these countries that were non¬ 
members would now have no choice but to 
accept the existing rules of the l^ris Con¬ 
vention. This would simultaneously take 
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■way the flexibility exercised by various 
countries in ratifying any of the earlier Acts 
of the Paris Convention. For instance, Brazil 
adheres to only The Hague Act of 1925. 

Article 1.3 and Article 3 stipulate that the 
parties should give national treatment to 
foreign nationals. This concept is similar lo 
that followed in the Pans convention which 
relates to persons, rather than that follow¬ 
ed in GATT where it relates to goods. 

The rights of the patent-holder have been 
expanded to include the right to importation 
of the patented product. 1'his is the first time 
that right to import has been included as a 
right of the patentee. Article 28, providing 
these rights, appears in the Dunkel drati as 
one of the several ways in which the rights 
of the patentee is sought to be enhanced 

One other interesting feature of the ic\i 
is the case of the term ‘right holder' instead 
of the conventional patentee. This seems to 
emphasise the rights of the patentees at the 
otpense of his obligations. We will deal with 
this aspect in greater detail in our later 
discussion. 

II 

Norma and Standards of Patrnt 
Protection 

The Ounkel draft puts down detailed 
specifications which have to be followed in 
drawing up a national patent law. Nothing 
has been left out. These would have their 
ramiricalions in three main areas. (I) Paten¬ 
table Subject Mattel, i e, the fields of activity 
that a patent regime was to cover, (2) dura¬ 
tion of a patent grant, and (3) conditions 
governing working of patents 

RESTATEMtNT Ol PaHNIAHII St llJt Cl 
Math K 

There are two contentious issues here that 
the Dunkel draft raises The first concerns 
the fields of activity that the patent system 
should encompass. The second concerns the 
future status of a process patent regime that 
many countries like India have adopted 

lal ExtendinK of the field k of artisity 
under patent rover: The Dunkel draft pro¬ 
poses an extending of the fields ol activiiy 
to cover selected forms ot life which were 
hitherto not considered patentable by most 
countries. Among the developing countries 
only Philippines is a member of the inter¬ 
national convention for the deposit of micro¬ 
organisms. Article 27.3 of the TRIPS Agree¬ 
ment stipulates that patents should be given 
to micro-organisms. This is the first step 
towards patenting life. For the time being 
biotechnological inventions have been ex¬ 
cluded from patentability. This is done 
because the EC has not yet decided whether 
to give patents in the field of biotechnology, 
and not because of objections from develop¬ 
ing countries. This provision, according to 
the Dunkel draft, is to be reviewed four years 
after the entry of the proposed agreement. 
The TRIPS draft text also mentions that 


plant variety protection or plant patents 
should be given. Again, many developing 
couAtnes do not give this sort of protection.. 
This IS an attempt to extend the Interna¬ 
tional Convention on Protection of Plant 
Varieties (UPOV) to all countries. This will 
have lar-rcaching impact on the agriculture 
sector of these countries. 

Ill) Fulun- of a pn>oi*HH patent regime; The 
second iiia)or alteration that the Dunkel 
drali proposes is in respect of the process 
patents As we have stated above, many 
countries like India have recognised only 
process patents for the chemical industry, 
including drugs and pharmaceuticals, which 
has allowed them to develop innovative pro¬ 
cesses in this industry. This has in turn led 
to the development of an indigenous phar¬ 
maceutical industry that was able to provide 
drugs at reasonable prices to the consumers. 
The Dunkel text has introduced provisions 
whereby these countries would have little op¬ 
tion but to change to a fully product patent 
regime To ensure the change, the Dunkel text 
has, on the face of it, a carrot and a stick. 
The carrot is provided in the form of a 
10-year period ot transition made available 
to any country which would change from 
granting process patents to product patents 
However, the transition period is only five 
years if the country decides to retain the pro¬ 
cess patent regime. Moreover, even if a coun¬ 
try decides to change from a process to a 
product regime, the transitional arrange¬ 
ments lor all areas other than chemicals 
would be five years (Article 65.1 and 65.2) 

The stick is the reversal of burden of proof 
that IS sought to be introduced in respect of 
a process patent. According to the Dunkel 
text, it a patented product is made by a pro¬ 
cess other than that covered by the patent. 
It IS incumbent on the user of the process 
to prove that the process does not intnngc 
the rights of the patentee. This is the reverse 
of the existing procedure which stipulates 
that in any case of infringement proceedings 
ot a patent, it is the responsibility ol the 
patentc'e to prove that the defendant infring¬ 
ed his patent, i e, the patentee is responsible 
for gathering the proof required for this pur¬ 
pose We will examine the implications of 
both the propo.scd changes below 

(i) Reversal of burden of proof Article 34 
of the draft agreement on TRIPS provides 
for reversal of burden ol proof 34.1 states, 
“For the purpose of civil proceedings in 
respect of the infringement of the rights of 
the owner referred to in Article 28.1(b),' if 
the subject matter of a patent is a process 
for obtaining a product, the judicial 
authorities shall have the authority to order 
the defendant to prove that the process to 
obtain an /de/irica/product is differeni from 
the patented process” (emphasis added) 

The use ol the term ‘identical* is very in¬ 
teresting. A process patent will cover only 
that process, it will not give any rights over 
identical products. Identical is not the same 
as ‘same product’. This provision seems to 


extend the right of the process patentee to 
cover identical products also. This rules out 
any substitute products to be developed and 
their processes patented. The most effective 
power of a patentee is the threat to enforce 
his rights by going to court. Such all-com- 
passing protection will strengthen the coer¬ 
cive power of the patentee. There is no 
guarantee that this clause will not be misus¬ 
ed. This has to be seen in the context of the 
power of multinational corporations. 

Further, 34.1 provides that “PARTIES 
shall provide, in at least one of the following 
circumstances, that any identical product 
when produced without the consent of the 
paicni owner shall, in the absence of proof 
to the contrary, be deemed to have been ob¬ 
tained by the patented process, (a).if the pro¬ 
duct obtained by the patented process is new, 
or (b) if there is substantial likelihood that 
the identical product was made by the pro¬ 
cess and the owner of the patent has been 
unable through reasonable efforts to deter¬ 
mine the proce.ss actually used”. 34.1(a) quhe 
simply implies that even when a process 
other than the one covered by the patent 
leads to a new product the u.ser of the pro¬ 
cess would have the onus of proving that the 
process used is distinct from the patented 
one. This provision, i e, 34.1(a), in our view, 
has been inserted keeping in mind biotech¬ 
nological proce.sse$ where a particular form 
of gene splicing at least in theory can yield 
more than one product. 34.1(a) thus goes 
even beyond a product patent where a 
patentee has rights on only the particular 
product he has patented. Any other new pro¬ 
duct obtained by the same process is not 
covered by the same patent. 

34 1(b), on the other hand, represents the 
reversal of burden of proof in the more con¬ 
ventional sense. It relieves the patentee ffrom 
producing any proof of infringement ol his 
process patent. All he has to do is to state 
that he has made ‘reasonable’ efforts to find 
out whether the defendant was using the 
patented process which were not successful 
and on this basis alone he is sought to be 
given the right to ask the defendant to prove 
his innocence. 

These provisions are so broadly worded 
that they give a lot of coercive power to the 
process patentee. The effect will be unwill¬ 
ingness on the part of others to invent or in¬ 
vest in alternate processes in the fear that 
he may be sued for infringement of the 
patented process. 

What this implies for countries like India 
which have seen the generation of novel 
processes for the production of patented 
chemicals, including drugs, is that all the 
producers using such new processes would 
have to prove that they are not infringing any 
patent rights. The proposed change does not 
augur well for the future of local enterprise 
in these countries which may find it difficult 
to cope with this challenge from the propos¬ 
ed patent regime. 
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(ii) Longer period irmuiiiOK An ‘in¬ 
centive’ for changing from a process to a 
product patent regime^ The Dunkel draft 
offers an 'incentive* to developing countries 
for a shift from a process to a product pa¬ 
tent regime in the form of a ten-year transi¬ 
tion period (Article 6S.4). But what makes 
a mockery of the ‘transitional arrangements' 
is the provision of so-called ‘classical 
pipeline protection’ provided under Article 
'70.8. This article provides that patent ap¬ 
plications for pharmaceutical and agricul¬ 
tural chemical products would be accepted 
by national authorities after the agreement 
comes into force at the beginning of 1993. 
irrespective of whether the national law pro¬ 
vides for the grant of product patents or not. 
In the words of the Dunkel draft the above 
mentioned provision states, “where a 
PARTY does not make available as of the 
date of entry into force of this Agreement 
patent protection for pharmaceutical and 
agricultural chemical products commen¬ 
surate with its obligations.. that PARTY 
shall: (i) provide as from the date of entry 
into force of the Agreement a means by 
which applications for patents for such in¬ 
ventions can be filed; (li) apply to these ap¬ 
plications, as of the date of application of 
this Agreement, the criteria for patentability 
as laid down in this Agreement as if those 
criteria were being applied on the date of 
filing in that PARTY ; (iii) piovide patent 
protection in accordance with this Agree¬ 
ment as from the grant of the patent and for 
the remainder of the patent term, counted 
from the filing date in accordance with Ar¬ 
ticle 33 of this Agreement, for those of these 
applications that meeet the criteria for pro¬ 
tection referred to in sub-paragraph (ii) 
above” (emphasis added) 

There IS, however, a larger implication of 
Article 70.8. It has been provided that even 
if the law of the country has not been 
amended in accordance with the provisions 
of this Agreement, the country should 
receive applications, apply the criteria oi 
patentability in accordance with this Agree¬ 
ment. As granting of patents requires sanc¬ 
tion of law the patent law has to be amend¬ 
ed before a patent is granted. In the case of 
a decision to change over to a product patent 
regime, where a country will get a maximum 
period of 10 years, this gram can be delayed 
till that time But the term of the patent 
starts retrospectively from the date of filing 
of the patent. When it is very clear that the 
patent is going to last for twenty years in all. 
nobody will be willing to use the invention. 

In an attempt to strengthen the rights of 
the patentee further, the Dunkel draft pro¬ 
vides an additional clause. Article 70.9 pro¬ 
vides for exclusive marketing rights for an 
applicant for a‘ maximum period of five 
years for applications under 70.8. It says, 
“Where a product is the subject of a patent 
application in a PARTY in accordance with 
paragraph 8 (i) above, exclusive marketing 
rights shall be granted for a period of five 
years... or until a product patent is granted 
or rejected in that PARTY, whichever period 


is shorter, provided that, subsequent to the 
entry into force of this Agreement, a patent 
application .has been filed and a patent 
granted for that product in another 
PARTY.. ” (emphasis added). The exclu,sive 
marketing rights provided in Article 70.9 are 
qualified by the provisions of Article 39, the 
latter providing grounds for assuring the ap¬ 
plicant the right to secrecy over the infor¬ 
mation that he may provide to the concern¬ 
ed authorities for getting such rights. Arti¬ 
cle 39.2 provides that "natural and legal per¬ 
sons shall have the possibility of preventing 
information lawfully within their control 
from being disclosed to, acquired by, or used 
by others without their consent in a manner 
contrary to honest commercial practices ” 
This, firstly, goes beyond any patent law in 
any country at any period of time An ap¬ 
plicant for a patent does not have any rights 
over his invention nil he is granted a patent. 
This agreement includes this novelty ol gran¬ 
ting exclusive marketing rights to a patent 
applicant. It also makes international patent 
grants interdependent. It says that if a patent 
IS granted m one country exclusive marketing 
rights should be granted in another country 
At the extreme a patentee will have a five- 
year exclusive marketing rights, five years of 
no patent rights, ten years of patent rights 
and twenty years of patent life, at diflerent 
points of time Secondly, this provision con¬ 
cerning the exclusive marketing rights, in ef¬ 
fect, gives rights far greater than that enjoyed 
by a patentee and that too even without the 
gram of patents While the grant ol a pa¬ 
tent ensures that the innovation covered by 
the patent is disclosed (disclosure ol innova¬ 
tions being one ol the foremost purposes of 
tiie patent system). Article 39 provides that 
the information pertaining lo an innovation 
can be kept a secret Articles 70 and 39, thus, 
cffecnvely cut short the so-called 'transition 
period’ 10 nothing A patentee will have el- 
leclive exclusive rights The transition period 
will not harm him and at the same time it 
will not benefit the country granting him the 
rights, a fact that would be particularly 
inimical to the interests of the developing 
countries. The so-called ‘transitional ar¬ 
rangements’ in the Dunkel drali are, there 
fore, no more than idle assurances which 
have been given to the developing countries. 

Duration ot Paiini CIrani 

Historically, there has been no consensus 
as to what the duration of a patent grant 
should be. This fact has been recognised by 
the Pans Convention which leaves individual 
members free to decide on the period of pro¬ 
tection they wish to provide under their na¬ 
tional laws. The Dunkel draft seeks to alter 
this century-old convention in respect of the 
term of a patent. Instead of the flexibility 
provided under the Paris Convention, an 
uniform duration of patent term for all 
countries is sought to be introduced. Arti¬ 
cle 37 of the proposed TRIPS Agreement 
stipulates that the term of the patent pro¬ 
tection should be 20 years from the filing 
date. 


There seems to be no logic behind this 
magic figure of 20 years, except that the EC 
and US have this patent term and Japan, 
after disagreeing initially with the EC and 
the USA in the TRIPS negotiations, fell in 
line. There are two arguments against such 
a long patent term. One. with rapid ob¬ 
solescence of technology no patented tech¬ 
nology will last this long. Second, with the 
other provisions of this agreement a patentee 
will have an assured world-wide market, and 
this should have been reason enough for 
reducing the term drastically. This shows 
how inconsistent and pro-patentee the agree¬ 
ment IS 

India now has a patent term of 14 years 
for product patents and five years for pro¬ 
cess patents from the date of sealing the 
patent Now both these will have to be ex¬ 
tended to 20 years from the date of filing. 

Compulsory Lic ensing Provisions 

Working of the patent in the country of 
gram, i e, using the patent for commercial 
exploitation, i.s the only obligation that the 
patent system imposes on the patent holder. 
The entire system of patenting, otherwise, 
confers only rights that can be enjoyed by 
the patentee. In oYder that the patent is 
worked and to prevent the abuse of patent 
system from the fact of non working of the 
patent, the Paris Convention had devised the 
instrument of compulsory licensing. In the 
event of an abuse of the patent right due to 
non-working, the patent granting authority 
was given the powers to issue a licence to 
anyone who was willing to ‘work’ the patent. 
Among others, Edith Penrose^ in her 
seminal work has given convincing reasons 
why this provision is important to ensure the 
working of the patent. This provision, thus, 
ensures that a balance between the rights and 
obligations of a patentee is achieved. 

The Paris Convention, in its present form 
existing as the Stockholm Act of 1967, 
provides that compulsory licences can be 
granted if there is a failure to work or the 
patent after three years of the grant or four 
years from the date of application of the 
patent. Article SA of the Stockholm Act 
defines failure to ‘work’ by a patentee as an 
abuse of the exclusive rights conferred by the 
patent system and to counter such abuses 
provides for the use of compulsory licensing. 
But despite this provision to ensure ‘working’, 
the experience of most countries with com¬ 
pulsory licensing has been disappointing— 
the patentees have not been willing to allow 
their patents to be ‘worked’. A proviso in 
Article SA(4) allows the patentee to escape 
the requirements of ’working’ and it states, 
’’ It (compulsory licences) shall be refus¬ 
ed if the patentee justifies his inaction by 
legitimate reasons”. The patentee has gene¬ 
rally been able to give his commercial in¬ 
terests as a reason for not allowing the 
‘working’ of his patent. i 

A defence against this proviso in the iWis 
Convention that in effect protects the 
patentee was provided for in the Indian 
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Puents Act This is imporunt because a ma¬ 
jority of the patents are held by foreigners. 
The requirements of ‘working’ of a patent 
are emphasised unambiguously in Section 
S3. Section 83(a) states that “patents are 
granted... to secure that inventions arc 
worked in India on a commercial scale and 
to the fullest extent that is reasonably 
practicable without undue delay”. 83(b) 
elaborating the provisions of 83(a) states that 
patents are “not merely granted to enable 
patentees to enjoy monopoly for the impor¬ 
tation of the patented article”. Thus non¬ 
working and importation are listed as rcasoas 
for which a compulsory licence can be given. 
Another ground on which a compulsory 
licence can be given, as per the Indian 
Patents Act, is “failure to develop an export 
niarket”. Circumvention of the requirements 
of ‘working’ by the patentee has, however, 
not been prevented by the strong provisions 
of the Indian Patent Act that we have allud¬ 
ed to above. In the 20 years since the enforce¬ 
ment of the Indian Patents Act, only two 
compulsory licences have been granted. 

The above discussion indicates that paten¬ 
tees have been averse to the idea of ‘work¬ 
ing’ of patents and this has been true when 
they were required to ‘work’ their patent in 
other countries. Towards this end, they have 
opposed the instrument of compulsory 
licensing. Their interests have found cogent 
reflection in the position taken by the 
developed countries, who own an over¬ 
whelming majority of the patents taken 
globally, in various international fora. In the 
Diplomatic Conferences on the revision of 
the Paris Convention held inconclusively 
through the decade of the 80s, the developed 
countries argued for a dilution of the pro¬ 
visions on ‘working’ of the patents. These 
countries had argued that in several develop¬ 
ing countries conditions for ‘working’ of 
patents do not exist and the use of patents 
in such c'''‘’'iries were detrimental to the 
commercial interests of the patentees. An in¬ 
teresting dimension of the debate, relevant 
in this context, that came up in the Diplo¬ 
matic Conferences has been the attempt on 
the part of the developed countries to change 
the nomenclature ‘compulsory licence’ to- 
‘non-voluntary licence’. Thus, compulsory 
licensing, which was deemed to be a right 
of the patent granting authority to ensure 
that a patent was ‘worked’ in keeping with 
the spirit of the patent system, was sought 
to be converted into a system of coercion im¬ 
posed on the patentee. 

The attempt in the Diplomatic Confer¬ 
ences for the revisionof the Paris Conven¬ 
tion was, thus, centred around making the 
rights of the patentee unsurmountable by 
making his obligations for ‘working’ the pa¬ 
tent less stringent. An extension of this can 
be seen in the proposals tabled by Dunkel. 
Article 31 of the TRIPS Agreement, denn¬ 
ing the requirements of ‘working’, in the first 
place has a curious title which underlies the 
spirit of the Agreement: ‘Other Use without 
Authorisation of the Patent Holder* The re¬ 
quirements of ‘working* in the Dunkel draft. 


therefore, untamount to an ‘unauthorised’ 
use of the patent. No grounds are explicitly 
given under which a compulsory licence, as 
provided in the {%ris Convention, can be 
issued. But the spirit of this agreement rules 
out compulsory licence as a measure against 
abuse of monopoly rights conferred by a 
patent or to ensure working of the patent 
within (he patent granting country, for which 
it has been used before. This runs contrary 
to Paris Convention where, as mentioned 
above, apart from the fact that the instru¬ 
ment of compulsory licence was made 
available to ensure ‘working’, ‘non-working’ 
of a patent was considered to be an abuse. 

The conditions under which the patent 
can be ‘worked’, i e, the use of a patent 
‘Without Authorisation of the Right 
Holder', as per the Dunkel draft, are ex¬ 
tremely narrow. The first limiting clause 
introduced in the draft relates to treating 
“importation as working of the patent”. 
Article 27.1, of the TRIPS Agreement pro¬ 
vides for this possibility. It states, “ 
patents shall be available. whether pro¬ 
duce are imported or locally produced” 
(emphasis added). Further dilution of the re¬ 
quirements of ‘working’ are provided by Ar¬ 
ticle 31. Article 31(b) does not provide con¬ 
crete grounds under which the use of a patent 
‘Without Authorisation of the Right Holder’ 
can take place. In contrast. Article 5A of the 
Pans Convention provides for the grant of 
compulsory licence three years after the 
grant of a patent or four years from the ap¬ 
plication, as we had mentioned earlier. Ar¬ 
ticle 31(g) adds further to the rights of the 
patent holder by providing grounds for 
revocation oi any licence that is provided for 
‘working’. This article stales, “authorisa¬ 
tion. shall be liable . to be terminated 
if and when the circumstances which led to 
it cease to exist and are unlikely to recur”. 
This makes this provision very fragile to be 
used by anybody who wants a compulsory 
licence. No manufacturer will come forward 
to take a compulsory licence and take the 


risk of working the patent when he does not 
know if the circumstances under which the 
compulsory licence was issued will continue 
or not. Article 31(0 allows the patentee to 
impose restrictive clauses to the licence that 
he may provide for the use of his patent. It 
grants the patentee the right to prevent the 
patent from being used to produce for the 
export market. The article, in this manner, 
gives substance to the tendency of the multi¬ 
national corporations to provide technology 
to the developing countries only for the ex¬ 
ploitation of their local markets and to pre¬ 
vent export of goods manufactured through 
the licence by imposing restrictive clauses. 

Conclusions 

S The Dunkel draft on TRIPS clearly shows 
It the interests of the developing countries 
have been completely disregarded. This 
marks a reversal of the spirit of the 70s when 
the issue in international negotiations was 
how to make technology transfer between 
the north and the south more equitable The 
TRIPS negotiations, as we have indicated, 
exclusively focused on the monopoly rights 
of patentees from developed countries. In so 
doing, all the issues raised in the debates on 
‘Code of Conduct for Thuisfer of Ibchnology’ 
and ‘Code of Conduct for Multinational 
Corporations’ have been conveniently 
forgotten. The developing countries have to 
contend with an unequal world order. This 
is the most important message that the 
Dunkel draft on TRIPS has unerringly 
given. 

Notes 

ffhe views expressed here are (he authors’ own 
and do not reflect those of the organisations 
to which they belong.) 

I Article 28.1 defines the rights conferred on 
the process patent. 

2 fcdith Penrose, The Economics of the Inter¬ 
national Patent System, John Hopkins 
University Press, Baltimore, 1951. 
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Terrorism, State Terrorism and 
Democratic Rights 

Randhir Singh 

In a class-divided, exploitative society like ours, on all important issues in philosophy as in real life, neutrality 
is an illusion. And so it is with terrorism and democratic rights. It is our explanation or understanding of social 
reality, which indicates the prescription as well. An explanation thus always has a 'value slope’. And if it is this 
‘value slope’ which is decisive in suggesting the purposeful human intervention on our part, then obviously it 
matters how we generally go about explaining and/or understanding things. In other words we need to be self¬ 
consciously aware of our philosophical or methodological orientation in coming to terms with the reality around 
us. How does the dominant mode of thinking deal with the issues of terrorism, state terrorism and democratic 
rights? A nd how do we need to think about them? 


I 

EVEN as ihe Indian state and ruling class 
politics have been rapidly degenerating into 
a lawful as well as lawless authoritarianism 
in recent years, especially repressive when 
people protest or seek to organise and strug¬ 
gle. thereby making the presence and work 
of democratic rights organisations ail the 
more necessary and urgent, though more 
risky also, these organisations have come to 
be regularly reviled and run down not only 
by the ruling elite or those manning its stale 
apparatuses but also by others in all sorts 
of other places, especially the media The 
critics claim to be independent and impar¬ 
tial, above party, politics or classes; even 
more than ‘law and order' they speak in the 
name of The nation’, ‘the unity and integrity 
of India*. It has become customary foi them 
to refer to democratic rights organi.saitons, 
with ill-concealed hostility and unease as ‘a 
nuisance’, ‘do-gooder groups’, ‘the self-styled 
do-gooders’, ‘so-called defenders of civil 
liberties', ‘these worthy organisations’, and 
so on. At other times they are portrayed, at¬ 
tacked or dismissed, as ‘froni-organi.sations’— 
for ‘anti-national’ forces, ‘terrorists’ or 
‘secessionists’, or, as in case of APCl.C, ‘the 
naxalites’, etc. 

It IS not the purpose here to speak of the 
increasing importance, despite all odds and 
all these critics, of the struggle in defence 
of democratic rights in our essentially 
undemocratically constituted society which, 
with its multiple crises, is daily becoming 
more undemocratic and oppressive for the 
people Nor is it proposed to make here a 
critical assessment of the work of civil liber¬ 
ties groups and offer suggestions. As a con¬ 
cerned citizen who believes that the issues 
of>terrorism, state terrorism and democratic 
rights involve us all, today more than ever 
before, even if in apparently different ways, 
1 shall be content to make a few observations 
on how to ihink about these issues, in the 
hope that a little more clarity here may lend 
a little more effectiveness to our struggle in 
defence of people’s democratic rights. 

Mine will be in fact a straightforward 
political and partisan exercise in Ihe sense 
that in a class-divided, exploitative society 
like ours all worthwhile thinking is. 


inevitably as it were, political and partisan 
in such a society, on all important issues, 
in philosophy as ip real life, neutrality is an 
illusion. Here everything said or done, or left 
unsaid or undone, helps one side or the 
other. And so it is with the issues of ter¬ 
rorism and democratic rights. I will readily 
concede that what I am going to say is 
nothing new or original. If, nevertheless, 1 
have considered this exercise worthwhile, I 
could perhaps, in justification, appeal to 
Goethe who had asserted; ‘One must from 
time to lime repeal what one believes in, pro¬ 
claim what one agrees with and what one 
condemns’ 

II 

/tow does one ihink'i The question is im¬ 
portant, whatever the issue or the area of 
one’s concern, because on this thinking, on 
the nature and adequacy of Ihe understan¬ 
ding It provides, depends the nature and ade¬ 
quacy, the ultimate effectiveness, of how one 
acts m the matiei It is our diagnosis of a 
disease which determines its treatment In 
the same way, it is our explanation or 
understanding ot social reality, any aspect 
qI It, which indicates the prescription, the 
necessary purposeful action on our pan An 
explanation thus always has a ‘value slope'. 
It determines the prescription as well. 
Bourgeois social science, seeking to become 
‘truly scientific’, has often so debated this 
issue as to ignore or effectively deny this 
dependence or determination. It has in fact 
sought to drive a wedge between explana¬ 
tion and prescription, between ‘facts’ and 
‘values’, and made much of the dogmas of 
‘value freedom’ or ‘ethical neutrality’ in 
social scientific enterprise. Much of this 
debate has been a wasteful exercise, il¬ 
lustrative only of a certain philosophical 
illiteracy among the social scientists concern¬ 
ed. This IS not the place or occasion to 
explore the philosophical or methodological 
issues involved m this debate, issues which 
are necessarily political also. I have written 
and sopken of these elsewhere. Here I will 
make only two points which are immediately 
relevant to my argument. 

In the first place it needs to be recognised 
that the issue of democratic rights directly 


impinges upon human interests in our 
society, one way or the other. Therefore 
disputation and conflict over them should 
not be a matter-of any surprise. Centuries 
ago, the English philosopher Thomas 
Hobbes had, with characteristic insight, 
pointed out that if geometrical axioms were 
lo be ‘a thing contrary to the tnterest of men 
that have domtnion’, even these would be ‘if 
not dtsputed, yet by the burning of all books 
of geometry, suppressed, as far as he whom 
It concerned was able*. Hobbes's insight in 
fact goes deeper to touch on a problem at 
the very heart of social sciences; truth here 
IS always paitisan Unlike the physical or 
natural sciences which are fairly neutral 
politically, the social sciences, concerned as 
they are with class-divided societies, are full 
of political dynamite Truth here is not only 
partisan but also dangerous for the domi¬ 
nant classes, lor it tends to affect their in¬ 
terests adversely Truth becomes a matter for 
disputation and, if need be, suppression— 
and therefore also difficult to acquire. This 
IS perhaps the most important reason—' 
another, closely related lo it, is its philo¬ 
sophical or methodological orientation— 
why so much of social science, far from 
being concerned with truth, is so much 
apologetics only which, given its esoteric 
sophistication, weird and unintelligible 
jargon—‘Soespeak’, Malcolm Cowley called 
It —and often obscurantist ideological role 
in society has compelled Stanislav Andreski 
to even speak of ‘social sciences as sorcery’. 
Be that as it may. our concern here is with 
democratic rights of the people. And the 
point IS that they involve human interests, 
they do adversely affect the interests of those 
who have dominion in our society. Hence 
the disputation around them and their at¬ 
tempted suppression by the powers that be, 
suppression of the truth historically em¬ 
bodied in democratic rights. So it has been 
in the past, and so it is today, in our own 
troubled times. 

My second point is theoretically the more 
important one. If our explanation always has 
a ‘value-slope’, if it is decisive in suggesting 
the prescription, the purposeful human 
intervention on our part, then, obviously, it 
matters how we generally go about explain¬ 
ing or understanding things, in other words. 
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wt need to be self-consciously aware of our 
philosophical or methodological orienta¬ 
tion, or, if I may put it that way, aware of 
the ‘philosophy’ we have for coming to terms 
with the reality around us 

This indeed matters. It is this vital issue 
that the rebel students of Pans raised in the 
late 60s, when they asked of everyone who 
would speak to them: ‘where do you speak 
from?’ They had well grasped the fact that 
every one has a position to speak from, a 
philosophy so to speak, whether one knows 
or acknowledges it or not Because every one 
needs to have it to be able to live minimally 
as a human being 

To live postulates coping with the reality 
of the world around us To cope or come to 
terms with this reality, to relate to it in an 
intelligent, purposive manner, we need to 
make .sense of this reality And this we do 
by explaining or understanding it as best as 
we may. Thus arise our most general ways 
of seeing and comprehending things, ‘our 
more or less open, more or less cicaily or 
consciously lormulatcd assumptions, opi¬ 
nions, bclicls, principles, altitudes towards 
life, on which we habitually act, by which 
we indeed live'—this is our philosophy 
Philosophy thus understood is a precondi¬ 
tion for any kind ol sane existence in the 
world. It is in this sense that we indeed live 
by thinking, by ideas even more than we live 
by bread. That is why there u none so poor 
as not to have a philosophy of his own, jusi 
as there is none so rich either as to be able 
to do withoui one. As A L Taylor pointed 
out long ago, the choice here is not whether 
one has a philosophy or not but only what 
kind of philosophy one does or shall have. 

’What kind ol philosophy—this im 
mediately draws our attention to an impor¬ 
tant dimension ol the philosophic siiualion 
around us It is a laci that people have 
generally found the social lealil) around 
them rather dillicult to cope with (or, 
throughout reccirded hisioiy and iii our own 
times. It has been an ugly and painlui reality, 
the rcaiitv ol u class-divided, exploitative and 
diversely oppressive screiety A genuinelv 
human coping would be to seek to change 
It into a more humane society But such an 
effort to change rectuiies, at the very least, 
a tr^ie explanation ol things as well as guts 
to act m a revolutionary mannei ■ a com¬ 
bination rather rare to come bv in real lile 
Unable to change it, the people learn to ac 
cept this ugly and painful reality —but they 
can do .so only by interpreting n ditlerenlly, 
often in a necessarily talse mannei 
NKcssarily, because the stiaiii ol a true 
explanation coupled with the inability to 
carry out the change it demands is simply 
too much to bear In a sense, unable to 
change the objective reality around them, 
people so change themselves subjectively as 
to be able to accept this reality, with the least 
strain. Unable to think of themselves as 
exploited or victiinised by an unjust society 
and yet incapable of doing anything much 
about It, the people, especially the poor and 
oppressed, have generally found it more 


comforting, certainly less punishing, to think 
of themselves as correctly placed by a just 
society—and here the will of god, law of 
karma, vagaries of fate, teachings of various 
religions and ‘the enshrined wisdom’ of 
assorted moral philosophies, they all help. 

II the risks involved in the discovery of truth 
about a class-divided society have persistent¬ 
ly pushed social sciences in the direction of 
apologetics and even ‘sorcery’, the difficulties 
involved in changing such a society have left 
then massive mark on social thinking in the 
form of flourishing social myths, and any 
numbei of limited, mistaken or false 
philosophies 1 imited, mistaken or false- 
such philosophies or ideas have helped the 
common people everywhere to survive, to 
live on without going insane. The majority 
ol oui own people, the other halt ol ‘the 
Indian nation’, arc even today living more 
by such ideas than by bread—the bread is 
simply noi available most ol ihe time, unlike 
the ideas which arc always there to help in¬ 
terpret and accept its noii-availabilily It is 
thus that they come to accept the ugly and 
painlul reality ol their pciveriy and oppres¬ 
sion as part ol a natural or divincly-ordained 
arrangement ol things. It is one of the many 
Homes of their life that while the heads ol 
the ptKir and oppressed are indeed their own, 
physically, the ideas m their heads belong 
to others, they correspond not to their own 
interests, but to the interests ol the rich and 
powcriul in society who oppress and exploit 
them In this sense, the poor and oppressed 
arc really ihe philosophers of the rich and 
powerful, all the time reinlorcmg latter's 
domination over themselves 

Bui this is not the case with only our sup¬ 
posedly Ignorant or illiterate common peo 
pie So many ol us, m our half of society, 
may be thinking more consciously but we 
generally dcr so with ‘a talse consciousness’ 

III the sense thai we are not aware of the real 
origins of our ideas, the practical political 
interests they correspond to. oi whom they 
leally serve All loo otteii, even as we too 
find II comloiting to go along with god, 
karma, fate, religious or moral teachings and 
the rest ol it. we live oui daily life by the 
prevalent ‘philosophy or common sense’-— 
‘what can one man do’, ‘men arc selfish by 
nature’, ‘the pooi have always been with us’, 
'Indians arc all corrupt’, ‘politics is dirty 
business’, ‘there is much to be said on boih 
sides’, etc, etc —which helps us evade real 
issues, difficult choices, all social respon¬ 
sibility, and accept or endorse the established 
order ol things 1 might add, the situation 
III the academy and such other places is 
hardly any better, only the evasion and the 
acceptance or endorsement is more subtle 
and sopbisticated. The philosophic under¬ 
pinning ol most of what goes on m our 
schools and universities only ensures that 
‘the educated’ are duly socialised into the 
existing social order, that is, come to feel ‘at 
home with exploitation and domination’ 
Indeed all of us, ‘the literate’ and ‘the 
educated’, the academic and the scholar, the 
intellectual and the journalist, the 


democratic rights activists and their critics 
need to answer the question: ‘Where do you 
speak from?’, ‘Whose philosopher you really 
are?’ 

‘Where do you speak from?’ is an impor¬ 
tant question for Ihe democratic rights ac¬ 
tivists for It points to the need of having a 
philosophy or methodological orientation 
which is as rational and scientific as they can 
possibly make it, in order to ensure greater 
clarity and effectiveness for their struggle. 
But Ihe question is important for their critics 
also, perhaps more so because they are 
generally far less aware of the is.sue involved, 
sharing as they do, despite pretensions, in 
the currently dominant mode of thinking in 
our society And this mode as a rule, Marx 
had pointed out, is the mode of the domi¬ 
nant classes. These classes, no doubt, always 
have their ’hired prize fighters’. But the 
critics may well discover that even when they 
are subjectively most honest and upright, the 
position Irom which they speak is limited, 
mistaken, or even false in a manner as to 
yield prescriptions and politics which cor¬ 
respond to the interests ol those who have 
dominance in our society and that these 
interests demand a defence and justification 
of stale’s current assault on t he democratic 
nghls ol the Indian people 

111 

How docs the dominant mode of think¬ 
ing deal with the issues ol terrorism, state 
terrorism and democratic rights? And how 
do we need to think about them? I shall take 
a quick critical look at the basic'limitation 
of the dominant mode in its treatment of 
terrorism and democratic rights; state ter¬ 
rorism is simply an ‘unproblem’ for it—it 
stands understood and justified as a cor¬ 
ollary of Its treatment of the problem of 
terrorism Stale terrorism is something 
which only needs to be defended. My critical 
comment shall also be suggestive of a dif¬ 
ferent, more adequate way of thinking about 
these issues 

I he dominant mode is really a common 
sense way of thinking, which furnished with" 
academic (nils has even come to be raised 
to the status ot ‘method’ in social sciences. 
Its IS a loudly proclaimed ‘clear-headed’ con¬ 
cern wiih ‘here and now’, with ‘hard facts’ 
and ‘things as they are’, that refuses to look 
deeper into them or go beyond them—any 
such effort would be dismissed as imper¬ 
missible ‘metaphysics'. In one sense such 
concern is justifiable, indeed necessary, for 
this IS where the search for all scientific 
understanding begins. It begins but does not 
end here. ‘Sound common sense’ of the 
dominant mode, however, stays put with Ihe 
immediate and the obvious, the apparent or 
the visible, with facts apart from other facts. 
The complexity of things, phenomena and 
processes is itself sought to be reduced, 
abstracted and isolated into ‘facts’ and 
treated as given once for all, outside of their 
history and their more or less important in¬ 
terconnections. ‘The immediately obser- 
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vable. measurable fact' becomes ‘ihai 
Moloch*, as Paul Baran once put it, ‘which 
is always seeking to devour analytic thought 
in contemporary social science* It has cer¬ 
tainly served to obscure social reality, ‘the 
nature of things* as Marx called it, for things 
or facts exist, above all, in their history and 
their interconnections. 

Let me illustrate with a couple of very 
simple examples. It is customary with 
economists and politicians of different hues 
to regularly refer to the fact of our surplus 
food stocks as a sign of success, indeed the 
growing health of our economy and 
society—gone are the PI,-480 days of 
foodgrain imports. This appears quite ob¬ 
vious and convincing. But seen in relation 
to only one other fact (I am leaving out the 
rest) that nearly half our population regular¬ 
ly goes without food, that we are unable to 
bring our surplus food and our own hungry 
people together, these stocks would be in¬ 
dicative of something entirely different, they 
are far more the sign of a failure, indeed, 
a certain shameful sickness of our economy 
and society. Incidentally, however you define 
this failure or sickness, it has something to 
do with much celebrated ‘market-friend¬ 
liness* of our economy and society. Again, 
It is customary in our country, with its 
‘spiritual traditions*, to sec and speak of 
‘chanty’ as a virtue, the mark indeed of a 
good man and a good society. This too ap¬ 
pears obvious enough. But next time you are 
in the mood to secure salvation for your 
soul, try giving charity to your best friend— 
and the truth will be out. Even a cursory 
search for its history and interconnections 
will reveal that chanty implies a society 
which has degenerated into one of gross in¬ 
equality, of givers and lakers of chanty. 
Recognised thus, ‘chanty’ is far more the 
mark of a bad society In a society of equals 
there will be no such virtue as charily. Those 
still retaining their souls —lor souls loo are 
a matter of history and interconnections— 
will have to Usok lor other devices to arrange 
for their well-being in the hereafter 

Engels had something to say about the 
way of thinking or apprehending the world 
which I have been discussing He chose to 
describe it as ‘the metaphysical mode of 
thought*. In that masterpiece of popular 
exposition of Marxism, Ann Duhrinf;, which 
despite its critics, all sorts of ‘Marxist’, 
‘ex-Marxisi’ or ‘post-Marxist’ experts, re¬ 
mains unrivalled in its elucidation of the 
Marxist way of thinking, Engels noticed ihai 
‘at first sight (the metaphysical) mode of 
thought seems to us extremely plausible 
because it is the mode of thought of com¬ 
mon sense*. But he found it to be ‘one-sided, 
limited, abstract’ because it studies things 
‘in their isolation, detached from the whole 
vast interconnection of things; and ihireforc 
not in their motion, but in their repose; not 
In their life, but in their death’ He added: 
‘in considering individual things it loses sight 
of their connections; in contemplating their 
existence it forgets their coming into being 
and passing away; in looking at them at rest 


it leaves their motion out of account; .. 
it cannot sec the woods for the trees ’ 

IV 

And so It IS with metaphysical mode’s 
treatment of the issues of terrorism and 
democratic rights Armed actions—protests, 
resistance or struggles—in different parts of 
the country, in Punjab, Kashmir and Assam, 
Andhra Pradesh and Bihar, the north-east, 
and elsewhere, which have mostly come to 
be described as ‘terrorism*, have an extra¬ 
ordinary variety about them. As Indian 
phenomena, they do share a certain social- 
material basis and historical context and 
they have all risen within an ongoing struc¬ 
ture of politics and power-relations, often in 
response to an utterly unscrupulous and 
myopic ruling class politics. But they have 
in each case a specificity of cau.sation and 
characteristics, each expresses its own kind 
of grievances against and alienation from the 
system and the powers that be; each poses 
a challenge to the Indian state but a different 
kind of ctiallengc; each seeks a different kind 
of future fot itself, and so on. Armed aspect 
which they share notwithstanding, they 
repre.seni social and political developments 
ol great significance, each distinct from the 
other 

All this and more is ol decisive impor¬ 
tance for any proper understanding of ihe 
ongoing ‘terrorist violence’ in India. But in 
the metaphysical mode of thought all this 
and more is precisely what comes to be 
Ignored, all distinctions are blurred ot 
obliterated, and everything, all such protests, 
resistance or struggles are simply lumped 
tvigether into one omnibus thing called ‘ter- 
roiism’ The obvious and visible similarities 
arc focused upon and a certain autonomv 
which their violent dimension necessarily 
comes to acquire is inflated into an indepen 
dent factor, indeed their defining charac- 
lenstic, as if itiis violence tias no social basis, 
has nothing .it all to do with the economy 
of tfie country oi its politics, including the 
politics of Its III ling classes Violence is simp¬ 
ly abstracted from us varied histones and 
still more vaiied intciconneclions, isolated 
and reduced to produce an esscnltally 
dcpoliticised composite phenomenon and its 
equally depoliticised composite image, ‘ter¬ 
rorism’, complete with bombs, landmines 
and rcK'kel-launchers, the AK-47s and 
Kalashnikovs, and ‘the dreaded terrorist’, an 
image suggestive of only ruthlessness and 
inhumanity, delinquency, irrationality and 
fanaticism and. of course, foreign linkages 
‘Terrorism’ now is simply a resort to 
senseless, utterly uncivilised forms ol 
violence, a foreign inspired social or political 
deviance It becomes a label of defamation, 
a means of ostracising those branded as ‘ter¬ 
rorist’. excluding them from any human sian 
ding. They are the ‘outsiders’, ‘foreign 
agents', a menace to an otherwise peaceful 
and orderly society. The image is indeed 
powerful, evoking fear and hostility, which 
are then sought to be reinforced with the 


help of equally abstract, mechanistically 
posed counter-images of ‘non-violence’ and 
‘democratic politics’, ‘the rule of law' and 
a fetishised ‘Constttution*. ‘judicial pro¬ 
cesses' and 'law-abiding ordinary people’ 
and so on, including the almost mythical 
‘national mainstream’, which nobody knows 
what It IS and where it is flowing. Academic 
scholarship, indigenous or foreign-aided, 
lends Us prestige and sophistication to this 
construct of ‘terrorism’ as it comes to be 
nicely aligned with the demand of the 
establishment tor an exclusive focus on 
violence or the threat of violence. 

Ii IS this essentially depoliticised image or 
construct of ’terrorism’ and ‘the terrorist* 
w Inch IS then promoted by the state through 
the massive regime of modern propaganda , 
servicing it today—its own electronic devices, 
with television bringing the image visibly 
alive right into our homes, and the rest of 
public and private media, including ‘the na¬ 
tional press’. A nation-wide ‘selling of ter¬ 
rorism’ takes place. The selling certainly has 
Its variety and flexibility, but underlying it 
IS the media’s ready adoption of the official 
identification of terrorism and the terrorists. 
As issues of history and socio-political basis 
arc pushed out of consideration, the 
discourse comes to be confined almost en¬ 
tirely to ways of meeting a self-evident ter¬ 
rorist threat to society Simultaneously, slate 
terrorism is not seen as another form of ‘ter¬ 
rorism*. It IS rationalised and defended, 
public sanction secured for it, as a means 
of countering this threat. Compelled to ad¬ 
mit the obviously lawless and terrorist acts 
ol the stale, they arc justified simply as 
necessary counter-terrorism. We are even 
informed that terrorism is a world-wide 
phenomenon now, just like corruption. But, 
given the priorities of the ruling classes, 
while nothing much can or need be done 
about corruption, terrorism has to be 
ruthlessly put down There is no escaping 
from this responsibility, even if you insist on 
calling It ‘state terrorism*. If the deeper, more 
specific factors underlying ‘terrorism* still 
come up for consideration, they are either 
dismissed as no longer relevant or sought to 
be taken care of by that characteristically 
evasive response: ‘Of course, but. * The 
argumentation turns into a feat of system- 
supportive word-management, almost an 
intellectual legerdemain It is thus that the 
depoliticised abstraction ‘terrorism’, well- 
manipulated by the powers that be, comes 
to serve the most brutal form ot ruling class 
politics—state terrorism. 

The manipulation is facilitated by the fact 
that all the ‘mainstream’ political parties, 
including those of the established left, come 
to subscribe to this depoliticised image. 
Their continuous contention for power in 
the slate notwithstanding, they have a 
consensus here—shared by the assorted im¬ 
age and opinion-makers—based upon 
everybody's commitment to nationalism of 
one kind or the other Nationalism as an 
ideology covers up the essential character of 
Indian social reality whence ‘terrorism* 
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uhimately springs, and helps unite the laige 
social audience behind the ruling class 
politics in a war against terrorism. 

Occasionally there is the appeal to the 
deviant to give up the bad and violent new 
ways and rejoin ‘the national mainstream— 
whatever it is and wherever it flows—as if 
some morality play is on. But the appeal is 
neither meant nor taken seriously. In the 
‘national consensus’, the ‘terrorist’ remains 
and has to be treated as an ‘outsider’, an 
enemy, a threat to the nation, its uniiy and 
integrity. There is intermittent talk of 
‘political solution’, ‘restoration of the 
political process’, ‘political and economic in¬ 
itiatives’ and ‘packages’ of all sorts—the less 
the ruling classes have to offer the more their 
emphasis on ‘packaging’ these days. But this 
remains so much rhetoric, mere ploys in a 
deadly political game. Overwhelmed by their 
own image of ’terrorism’, and their inep¬ 
titude and opportunism as well, the powers 
that be are simply incapable of any such in¬ 
itiatives. Perhaps a policy of drift has its own 
advantages. In any case, a political solution 
is impossible for them until they recognise 
‘terrorism’ as a genuine political pmblem— 
rather a set of political problems, problems 
with history and interconnections, becom¬ 
ing daily more difficult politically. Despite 
noises to the contrary, it continues to be seen 
primarily as a ‘law and order’ problem. 
‘Firm action’, ‘the hard option’ persists as 
the only viable solution, ‘a more meaningful 
alternative’ indeed. Counterterrorism reap¬ 
pears, ^ain and again, as the easier option 
for the ruling classes. The vested interests 
that have grown around this option, involv¬ 
ing the police and paramilitary forces, 
bureaucracy, politicians and sundry other 
dubious elements, only facilitate the per¬ 
sistence of this option—and state terrorism 
continues. Ever new justifications arc found 
for it, including its currently fashionable 
rationali.sation as a means of creating those 
ever elusive ‘conditions’, ‘congenial at 
mosphere' they also call it, for a political 
solution. But there is no solution here, nor 
any real success. On the contrary, as I wrote 
four years back, apropos the emerging state 
terrorism in Punjab; ‘its success, such as it 
may be, will turn out to be even worse in its 
consequences than its failure’. The politics 
of state terrorism has only ensured the total 
alienation of the Sikh people—not with the 
Khalistani militants, they are today even less 
with the Indian state. And, except for some 
odd pitifully small ultra-left groups, no other 
politics is in sight. Therein lies the tragedy 
of, Punjab today—a tragedy for the Sikhs, 
the Punjabis, including Hindus, and the 
Indian people as a whole. 

State terrorism as a political option has 
fared no better elsewhere in the country; it 
has produced only tragedies for the people. 
Yet the powers that be, in government or in 
opposition, may criticise or condemn, even 
’flay’ each other factionally, they do not 
know and cannot do anything different or 
better. Even the best they can offer, but in 
their ineptitude, and factious lack of will do 


not, is only a cooption or accommodation 
within their own brand of ‘democratic 
politics’, which is incapable of confronting 
the really important issues underlying the 
explosive presence of ‘terrorism’ in different 
parts of the country today. They can only 
seek to hide the utter bankruptcy of their 
option by still more vigorous nationalist 
posturing. Not only does the rhetoric around 
‘the nation’ or ‘the unity and integrity of 
India' grow louder, there are new warnings 
against ‘undermining the morale of the 
police force’ or ‘tarnishing the image of the 
army’, etc, etc. 

V 

Bankruptcy of this option apart, it does 
have Its own advantages for the ruling 
classes. It is not merely a question ot us 
various political formations or groups within 
them, ‘patriots’ all, playing their petty 
political games with ‘terrorism’ or terrorism- 
related ‘nationalism’m their quest for power 
in the siate. Far more important is the fact 
that a situation of terror and counter-terror, 
despite the risks involved, yet serves their 
basic class needs. Fur one thing it facilitates 
the ongoing ideological manipulation of the 
people. The bogey of ‘secessionism’, 
‘destablilisation’, ‘threat to unity and integri¬ 
ty of India’, etc, is invoked to divert people 
away from their own concerns and mobilise 
them behind ruling class politics in the name 
of defending ‘the nation’ or maintaining 
’national unity’. Their own politics, their 
struggles for a better life are delegitimised 
as inopportune in the prevailing, suppo.sedly 
temporary, situation; even the suspension of 
democratic nghi.s, for the duration, is 
demanded For anothei, this situation pro¬ 
vides the ruling classes with additional 
pretext and public sanction to further 
expand and strengthen the icpressivc .state 
apparatu.ses and use them to defend their 
general class interests in the name of fighting 
terrorism Thus, for example, we have new 
laws like Terrorist and Disruptive Activities 
(f’revention) Act (lADA), which in its attack 
on democratic rights undermines almost 
every safeguard provided by the Indian Con¬ 
stitution and siolates all principles of liberal 
jurisprudence and natural justice—its defini¬ 
tion of terrorist and disruptive activities 
IS wide enough to cover anything and 
everything that those in authority may 
choose to find embarrassing, inconvenient 
or undesirable And we have more of moder¬ 
nised and better-equipped police and 
security forces, army’s increasingly active 
role in ‘civilian conflict’, and state's every-day 
resort to extra-legal means—all this over and 
above the normal repressive machinery of 
the stale. This slate apparatus, ideologically 
refurbished and materially augmented, and 
rationalised as ‘a bulwark against terrorism’ 
is now available for use against not just the 
‘terrorists’, but others also, above all the 
people struggling in defence of their interests 
and for a more just and equitable social 
existence. 


And it has been so used—against every 
form of democratic movement, popular 
struggle or social activism, against trade 
unions and striking workers, and those seek¬ 
ing to defend the environment, against 
women and dalits protesting the atrocities 
committed on them, against the landless and 
the adivasis engaged in a battle of survival, 
against journalists and academics, poets and 
cultural workers, in fact anyone deemed in¬ 
convenient or undesirable by the state, in¬ 
cluding of course the civil rights activists. 
Such has been the experience not only in 
Punjab, Kashmir and Assam. Andhra 
Pradesh and Bihar, or the north-east, but 
everywhere else in the country. Not surpris¬ 
ingly, even those who oppposed the new 
legislation and repressive practices when in 
opposition have found selective recourse to 
them useful when in power themselves— 
among the victims have been the opposition 
members in Congress!I)-ruled states and 
C ongrcss(l) members in the states ruled by 
the opposition, but, needless to repeat, the 
common people and those struggling with 
or lor them in all the states. It is thus that 
state terrorism, spreading within democratic 
forms and without them, is contributing to 
the rise of an authoritarian, ever more 
repressive and anti-people state in India. 

Needless to add, when the civil or 
democratic rights organisations protest and 
seek to intervene on behalf of the people 
against the growing terrorism or lawlessness 
of the stale, they are seen as ‘a nuisance*, 
dismissed as 'do-gooders’, denounced as 
‘front organisations’, and finally, identified 
with ‘terrorism’ itself, condemned as 
‘anii-naiional’. 

VI 

If ‘things', abstracted trom their concrete 
socto-hisioncal existence, come to be easily 
depoliticised, ‘their mental images’, that is 
‘ideas’ loo may come to be subjected to a 
similar treatment. It is thus that alongside 
the depoliticisation that ‘terrorism’ 
represents, we are witnessing an increasing 
depoliticisation of the idea of democratic 
rights into a rapidly spreading version of 
‘human rights’. 

Lewis Namier, whose work gave rise to a 
whole new school of history-writing, argued 
for and practised a historiography which 
pushed ideas out of history. He sought a 
history voided of ideas and, as a conser¬ 
vative, a politics voided of ‘political 
philosophy’, or ‘programmes and ideals’— 
he hailed such politics as a token of ‘greater 
national maturity’. In a parallel development 
in philosophy, scholars have sought to push 
history, as well as politics, out of ideas. 
Philosophy properly understood and prac¬ 
tised IS analysis, which easily becomes a 
timeless elucidation of ideas or concepts. 
Ideas are divorced from things they repre¬ 
sent, concepts from the reality they are the 
concepts of ideas and concepts extrapolated 
from their concrete existence, their historical 
context or socio-economic inter-connections. 
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are transformed into .weightless counters 
which are then manipulated at will, by 
themselves or in arbitrary conflation with 
other such idea-counters, generally in the 
service of conservative, often admittedly 
anti-radical politics. In political philosophy 
proper this is well exemplified in the work 
of Isaiah Berlin, Karl Popper or Michael 
Oakeshott in their treatment of the ideas or 
concepts of ‘liberty—negative’ and ‘positive’, 
‘historicism’ and ‘open’ or ‘closed’ society, 
or ‘rationalism’ and ‘tradition’, respectively 
Such treatment, especially as analysis, has 
indeed served as an antidote to sloppiness 
in our thought and expression, it has helped 
light up many dark corners, resolved am¬ 
biguities of language and argument, and 
generally made for greater precision and 
clarity in our thinking. But if ‘one-sided, 
limited, abstract’ concern with facts, as they 
appear to be, has been a Moloch ‘seeking 
to devour analytic thought in contemporary 
social science’, such philosophical exercises, 
in their flight from the real world, the world 
of facts as they really are, have tended to 
denude social thinking of its substantive em¬ 
pirical content and ethical concerns. In any 
case, an atemporal, dehistoncised treatment 
of an idea or a concept easily makes for its 
‘depoliticisation’. And it is in this manner 
that the concept of democratic rights or civil 
liberties is undergoing a certain dcpoiiiicisa 
tion these days. As history and politics are 
pushed out of it, what is emerging is a par¬ 
ticular, abstracted and almost bloodless, use 
of the term ‘human rtghts’ This has been 
a much used term for a long lime, essentially 
expressive of same or similar concerns as 
democratic rights or civil liberties and for 
certain purposes its use is indeed most ap¬ 
propriate. But it always had a certain hislory- 
and-context-lessness about it. referring as it 
does to that rather abstract category 
‘human being’. Ever amenable to easy de- 
historicisation, it is a dehistoncised and 
therefore depoliticised use ol ‘human rights’ 
which has come into circulation with 
remarkable speed and strength in receni 
years, its trajectory rather closely related to 
that of the other abstraction, ‘terrorism’, 
produced by the metaphysical mode ol 
thinking. 

As with ‘terrorism’ in one way. now with 
‘human rights’ in another, economic- 
structural basis of democratic rights, the 
concrete historical, political and cultural 
context of their existence as well as the state's 
attack on them is obscured Conflicts in 
society and the processes generating them 
which are always historically specific and the 
equally specific contradictions between the 
people and the state which make democratic 
rights an important issue in real life, come 
to be pushed out of consideration The 
rough and troublesome specificities of situa¬ 
tion and struggle, conflici and confrontation 
smoothed out, an universalised abstraction, 
‘human rights' takes ovei, leaving every one 
free to make moral demands, pass ethical 
judgments, or play politics in its name. 
These ‘human rights’ will not hurt anyone. 


least of all those who deny or violate the 
democratic rights of the people. The viola¬ 
tion of democratic rights can in fact go hand 
in hand with a defence of ‘human rights’ 
The worst violators of the one the world over 
can parade themselves as the best defenders 
of the other. A Reagan or a Bush is the man 
for our limes. Sanitised from the grim reality 
of life, from the economy and politics of our 
essentially undemocratic times, ‘human 
rights' become an eminently fii subject for 
drscoursc, and a little later, almost incviiably, 
for discourse over changing terms ol 
discourse 

It IS thus that ‘human rights' as a subicci 
for study is arriving on the academic scene 
the world over, characteristically devoid ol 
much concern for the people or involvement 
with democratic rights movemcni depart¬ 
ments and courses at universities, long- or 
short-range research projects at centres, old 
and new, foreign sponsorship and lunding, 
especially by the American agencies well 
known for their role in such matters in I atm 
America and elsewhere in ihc third world, 
‘human rights' seminars and conferences, 
national and international, all the time 
somewhere or the other, which governments 
violating democratic rights, yet in search ol 
legitimacy, arc not afraid to sponsor, fund 
or join in A new breed of human rights 
academics is on the way, just like the far too 
many we already have in areas become 
fashionable from time to time— opening up 
new, exciting possibilities for a career and 
for peer-group scholarship. The mundane in¬ 
terests of these academics apart, ‘the em¬ 
piricist method', 'specialisation' and ‘func¬ 
tional rationality’ rampant in the academy 
will easily accommodate and sustain ihis 
new discipline' as they would describe it 

1 he comment by hconomic and Political 
Weekly, made a few months back lemains 
relevant- 

I ike tribal art and ethnic handicratis, 
human rights appear to have become chic 
among members of the establishment Delhi 
IS hosting a World Human Rights C ongress 
in December The external affairs ministry 
IS partly financing it and has pin a senioi 
joint secretary to officially represent it on the 
preparatory commillee of the Congress 
which IS going to be held in the fise-siai 
Maurya Sheraton hotel in the capital 
I he capital's elite university. Jawaharlal 
Nehru University, has even started a Human 
Rights Teaching and Research Programme 
The director of this programme is in charge 
of organising the World Human Rights C on- 
gress Curiously enough, this gentleman has 
nevei been known to have taken up any 
human rights issue, or sign his name to any 
petition or appeal protesting violation ol civil 
liberties within India Academic discourse on 
human rights at international fora is ap¬ 
parently not only a safer option, but also 
probably a convenient stepping stone to 
recognition in right circles 
Nothing can be more hypocritical than the 
government's patronage of the World Con¬ 
gress New Delhi is yet to ratify the Optional 
ProtiK'ol to the International Convention on 


Civil and Political Rights, and the Conven¬ 
tion against Torture. By refusing to ratify the 
Optional Protocol the government is deny¬ 
ing private civil liberties groups in India the 
right to approach the UN Human Rights 
Committee with cases of violation of human 
rights of Indian citizens, and disallowing the 
UN committee to investigate into such cases. 
The government is violating almost every day 
the major provisions of the International 
Convention which prohibits detention 
without trial, trial in camera, killing of 
citi/ens, torture in police custody, etc. One 
wonders how the official representatives of 
Ihc government at the World Human Rights 
C ongiess will defend themselves if asked 
about Ihc detention of thousands of people 
under NSA and TADA in Kashmir, Punjab 
and other parts of the country, or about 
custodial deaths, or about indiscriminate 
police filings upon peasants and workers 
fighting for their democratic rights. But will 
there be anyone in the Congress to ask such 
questions'’ Will the guests dare to offend the 
host s ’ 

Under the existing laws, victims of police 
loriuie or next of kin of those killed in police 
ciisiody, have no statutory right to compen¬ 
sation Yet, the government is spending 
several lakhs on preparations for this 
pamboree on ‘human rights' 

Incidentally, the government of India still 
reluses to allow Amnesty International and 
similar other civil liberties organisations to 
visit several parts of the country where stale’s 
violation of democratic rights has become 
a routine aflair 

VII 

It IS the dominance of ‘the metaphysical 
mode ol thought' even with those on the left 
whootheiwise profess the Marxist, that is, 
the dialectical mtidc, which has over the 
years helped the ruling classes to define and 
preempt the terrain of Indian politics for 
their own purposes. They have posed the 
issues in this mode, asked the questions 
accordingly, and secured the answers they 
wanted to have, for example, this is how it 
has been in the recent ensis-ridden years: 
‘Are you for the Sikh/Kashmiri/ULFA 
militants or the nation? for secessionism or 
the unity and integrity of India? for violence 
or democratic politics? for Congress(l) 
government or that of the National Front? 
lor communalism or secularism? for reser¬ 
vations or against them?' and so on. It is 
not difficult to see that in each case the 
choices are really foreclosed in the sense that 
whatever the answer, it lines you up behind 
one or the other kind of ruling class politics. 
The way the issues are posed consistently 
Ignores the larger context and the deeper 
determinant interconnections, dissociates the 
issues from any consideration of socio¬ 
economic structures, class domination, or 
ruling class politics, and thus ensures that 
radical or revolutionary choices simply do 
not come up as answers, as real historical 
possibilities. 

It is the same with the metaphysical 
mode's posing of the issues of terrorism. 
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sute terrorism and demoCTatic rights. A 
certain sectarianism apart, it is the 
philosophical surrender here and the con¬ 
sequent surrender to bourgeois politics 
which has prevented the established left as 
a whole from coming out actively in defence 
of democratic rights today, as their forbears, 
the united communist movement once did. 
During the British rule, defence of demo¬ 
cratic rights was a major concern with the 
CPI, it was seen as a pan of Indian people’s 
struggle for freedom and a better life. 

VIII 

Democratic rights have to be defended 
above all against their violation by (he 
Indian state today. But lor an effective 
defence these violations must not be seen, 
as the liberals generally do, as the result of 
some mistaken policies, unfortunate ‘aber¬ 
rations’ or ‘distortions’, on the part of the 
Indian state. A Nehruvian vision of the posi- 
colonial state has contributed much to cloud 
matters here. Nor is it enough to recognise 
this state, as activists, even ‘theoreticians’ of 
the civil liberties movement often do, only 
as a system of power, overgrown and much 
too centralised and standing over and above 
the civil society, and therelorc, insensitive to 
the interests of citi/ens and intolerant of 
diversity, ever prone to abuse its power, to 
dominate and repress, to homogenise Such 
a view of the state has gained new endorse¬ 
ment these days because it is central to the 
argument of that most significant develop¬ 
ment in our social and political life, which 
has gone on to become an important, 
though somewhat problematic feature of 
contemporary social scientific concerns as 
well as social activrsm, namely, ‘iden- 
titarianism’, as I would like to describe it 
1 am not concerned with this development 
here except to point out that drawing our 
attention to the multiform oppressions 
prevalent in our society, as against the con- 
ventional focus on the economic oppression, 
it sees an over-ccntrali.sed and powerful state, 
‘the at once homogenising and colonising 
juggernaut’, as the enemy against which the 
rights and interests of our long oppressed 
and more disadvantaged social groups, 
‘identities’ as they have come to be called — 
minor nationalities or ethnic groups, 
religious minorities, dalits. tribals, women, 
and so on—have to be fought for, won and 
defended. In this perspective, c-ven when they 
have crossed the traditional liberal threshold, 
studies have focused on stale’s obviously visi¬ 
ble, politically repressive features but rarely 
gone deep enough to see its economic basis 
or class character. That remains a lorbidden 
threshold—to be nodded at or flirted with 
occasionally, but never to be cros.sed Stale 
is studied as such but not as the organiser 
of society in the interests of the class (ex¬ 
ploitative) structure as a whole, a lunciion 
which decisively conditions its own structure 
and organisation. State is seen in dissocia¬ 
tion from this class structure, whose defence, 
of course with necessary modifications, is 


its defining characteristic. It is not seen that 
the Indian state does not merely happen to 
be violent or repressive, it is inherently so, 
by virtue of the society it presides over; it 
guards and keeps going, violently if 
necessary, an inherently violent society 
because it is a society of myriad economic, 
social and culiural oppressions. As a result, 
when It (Kcurs, slate violence is analysed in 
terms ol violations of democratic rights but 
not as class violence, as an expression of 
class domination or policies, as a part of the 
ongoing open or hidden class struggle m 
society. A certain flirtation with the notion 
ol cla.ss may be there, but there is no recogni¬ 
tion that state power in India is also a form 
of class power and that this has its relevance 
lor any clleciivc struggle in defence of 
democratic rights of the Indian people 
against the Indian stale. 

It IS this classlessness ol their ‘theorising’ 
which primarily accounts for the fact that 
even with scholars who otherwise seek 
radical, even revolutionary changes in 
society, their discourse is strong only in its 
idealism or liberal rhetoric, (here is such a 
gap between the enormity of the oppressions 
they describe so well and the painful pet¬ 
tiness, the Iragmentary and lecble nature, ol 
the political options that emerge from this 
description, that even as (hey speak ol ’state 
against democracy' or ‘a terrorist state’, and 
warn other intellectuals against co-option, 
they themselves are quite comfortable with 
this stale whenever the occasion ar'ses, 
missing no opportunity to serve it as ‘inside 
political advisers’, pleading lor the long lost 
‘Nehruvian consensus’ or new ‘social con¬ 
tracts’ for ‘nation-buildmg’, that the rhcloric 
of ‘grassroots politics’ and ‘movements Irorn 
below’ IS accompanied by yet another 
developnie.iial solutions from above, offeicd 
in Planning Commissions and elsewhere 
The ciKical iiilelleclual, in '.pare times at 
least, gels reduced 'o an ‘intellect worker’ 
as described by Paul Baran This is, in its 
own way, indeed tragic for these scholais 
know belter and mean well by the people 
Bui then theory is a cruel mistress, like 
histoi) And like history, it has its tragedies 
loo 

IX 

The need then is to move away Irom ihe 
metaphysical mode of thought, its ‘specific 
iiariow-mmdedness’ as Engels called it, and 
try to understand the issues of terrorism, 
stale terrorism and democratic rights m a 
dialectical manner so that we do not miss 
the wood lot the trees. It is not my purpose 
to explore these essentially interrelated issues 
as they have emerged in different parts of 
Ihe country Here I can only again insist that 
we need to understand them in (heir ‘whole 
vast inierconneciions’ within the larger social 
reality of contemporary India. This will in¬ 
clude. depending upon the particular issue, 
the more or less important interconnections 
in the areas of history, of caste gender and 
ecology, religion, ideology and culture. 


ethnicity and nationality, and so on. But cen¬ 
tral to this understanding are the intercon¬ 
nections in the realm of economy and the 
ruling class politics spawned by it. Even a 
cursory look at it from below will reveal that 
ours IS an historically specific form of 
capitalist economy in which all the evils of 
a somewhat lumpen or compradore 
capitalist development, semi-feudalism, 
bureaucratisation and bloated bourgeois 
politics daily enter into and reinforce each 
other There is unequal and uneven develop¬ 
ment. with Its ‘two-nations’ and the ever- 
widening gull between the two and an ‘in¬ 
ternal colonialism’ at work in the more 
backward parts ol the country, which 
together are turning all the divides and 
fissures of our society, such as class, caste, 
religion, language, region, ethnicity or 
nationality, etc, explosive and giving rise to 
strong disintegrative tendencies everywhere. 
An over-centralised and homogenising state, 
which IS yet a weak state, only makes for 
more disintegration Old organised struc¬ 
tures of exploitation and oppression persist 
and myriad new oppressions, insecurities 
and alienations have emerged—we suffer not 
only Irom Ihe living but from the dead’ also, 
as Marx once pul it The corrupt and 
criminalising mark of this socio-economic 
development is there on everything in our 
society—there arc no jobs or ideals for the 
vouih, nor any vision and values for the 
people Ours is a society in deep social and 
moral crisis We arc indeed paying the ‘terri¬ 
ble costs of not changing the existing 
order’--Nehru’s words, uttered in an ob¬ 
viously more lucid Marxist moment. Unable 
to move forward in a revolutionary manner 
this society provides a continuing social- 
material basis for all sorts of ideologically 
muddled protests around genuine grievances 
and any number of divisive or disruptive 
anti-people developments 

These protests and developments, ranging 
Irom ‘terrorism’ to communalism, have 
indeed materialised, above all as the conse¬ 
quences of a politics dominated by the ruling 
classes. As practised by their different 
political formations in recent years, in its 
utterly unscrupulous internecine competi¬ 
tion for power and ineptitude of leadership, 
this politics has been producing one after 
another intractable problems for the ruling 
classes and tragedies for the people. Even a 
cursory search for interconnections will 
show that within the larger socio-economic 
context of Indian society, it is the ruling class 
politics at the centre and in (he states which 
has, in each case, created and later sustain¬ 
ed the |X)liiical problems which have become 
or come to be perceived as ‘the terrorist pro¬ 
blem' in dilfcrcni parts of the country—an 
entirely indigenous creation which others, 
imperialism and its allies, are taking full 
advantage of At the other end, bankrupt 
and increasingly bereft of legitimacy in fac¬ 
ing the problems of its own generation, this 
politics, ns powerlessness making it only 
more repressive all the times, has created and 
come to sustain ‘a terrorist sute”, making the 
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defence ot oemocratic rights all the more 
necessary and urgent, though more risky 
also. 

lb advance these general propositions is 
not to deny the part of the particular in (he 
emergence of ‘terrorism’, state terrorism and 
democratic rights as crucial issues at a given 
time or place in one part of the country or 
another. A recognition of their specific con¬ 
text and nature is in fact of decisive impor¬ 
tance in each case, for this is how and where 
state's violation of democratic rights occurs 
and where therefore the defence of'demo- 
cratic rights has to be undertaken. ‘A con¬ 
crete analysis of a concrete situation’ is 
necessary, as always. But a dialectical as 
against a ‘metaphysical’ orientation in such 
analysis will give us a more adequate 
understanding of the specificities involved 
and make for a more effective struggle, here 
and now, in defence of democratic rights 

X 

I do not need to pursue this subject any 
further. A slightly extended comment may 
be found in my Of Marxism and Indian 
Politics. I shall conclude with a somewhat 
different last point. 

It is quite common for the critics or op¬ 
ponents of democratic rights organisations 
to question their protest against state ter¬ 
rorism and charge them with ‘keeping silent' 
over terrorism of ‘the terrorists’ Thev arc 
constantly called upon to condemn all 
violent^ to act in a ‘responsible’ manner and 
be at least equally condemnatory of ‘lei- 
rorist violence’. The alleged silence is even 
interpreted and condemned as support for 
terrorism. This is nothing new. Civil liberties 
organisations the world over have regularly 
faced such charges, similar criticism and 
condemnation. This criticism or condemna¬ 
tion, however, is entirely misconcciscd. 
because it is legitimate for these organisa¬ 
tions to make the distinction between ter¬ 
rorism of the state and terrorism resorted to 
by private individuals or groups. Whereas 
in a law-based state Itke India, there exists 
an elaborate code, an entire ensemble ol 
laws, procedures, institutions and enforcing 
agencies to deal with private violence or 
lawlessness, there is nothing comparable, no 
genuine checks or controls, to take care of 
peaceful or violent lawlessness of the state, 
which is potentially, and often in actual prac¬ 
tice, the most powerful violator of 
democratic rights in society. It is this absence 
in our system of credible institutional 
safeguards against the illegal acts and ter¬ 
rorism committed oi backed by the state and 
its functionaries, that makes the presence of 
democratic rights organisations necessary. 
These organisations locate their primary 
concern, the task, precisely here—in the 
paramount need to protect people’s rights 
against their violation by the state or with 
its backing in one form or another. Such 
being the very ratson d’etre of these organisa¬ 
tions, to ask them to do anything else, least 
of all take care of jirivate lawlessness and 


violence, or still worse, provide justifications 
for state’s own violence or lawlessness, is 
indeed misconceiving their role in our 
society. These organisations are not there to 
strike balance between two kinds of ter¬ 
rorism. By their very self-definition, their 
work lies elsewhere. 

This IS not to ignore or in any way 
underestimate the problem that private 
violence has come to be in our society 
today~its ever-growing level, scale and 
diversity are indeed frightening More and 
more of the conflicts and tensions generated 
in this society, above all, by it s economy and 
politics, are seeking to express themselves 
outside the constitutionally ordained institu¬ 
tional frameworks, including the electoral 
process which has witnessed a steady decline 
in popular participation in recent years. If 
there is widespread socio-political turbulence 
in society, there is also the widespread, not 
unjustified. impre.ssion that peaceful ways 
seldom work and issues arrest political at¬ 
tention only through recourse to violence 
Bui any adequate response to the problem 
of this spreading violence in our society 
demand.s, at the very least, the recognition 
that while any form of violence in due course 
acquires a certain autonomous dimension, 
II always arises on and is sustained by a given 
socio-maierial basis, and that us various 
forms, various becau.se ol differences of 
causation, context and conjuncture, need to 
be carefully distinguished from each other 
before we decide and act in the matter 

There is, for example, the ordinary 
personal-motivated violence of different 
kinds in our society, a most common occur 
rcncc. for so long as we have a moncy-and- 
profii dominated economy and society all 
lornis of crime and violence which promise 
to pas will continue to be committed. Any 
ellcctive respon.se to this violence, obvious¬ 
ly. iiiiisi begin by questioning this domina¬ 
tion Ol, again, given the fact that this socie¬ 
ty IS full of glaring injustice and inequities, 
oppression and exploitation, it will always 
have Us victims, frustrated and desperate 
men and women, ready to avenge themselves 
or ihcir fellow victims, violently or other¬ 
wise The need here is not to pass moral 
judgments or condemn their motives and ac¬ 
tions. but to do whatever we possibly can 
to change the conditions which make such 
frustration and desperation, and the accom¬ 
panying violence, inevitable. 

Yet again, along with the normal violence, 
we have a great deal of specific anti-people 
violence in our society. There is the recurr¬ 
ing violence among the people, on one issue 
or another, often generated, even actively 
promoted by unscrupulous politics at the 
top. Communal violence is an obvious ex¬ 
ample. But we need to take particular notice 
of a more pervasive kind of private anti- 
people violence, which has finally arrived. 
The crisis of our poor possessive-market 
society, its manifold conflicts, its lumpen 
rapacity and crumbling structures of 
authority, with the people desperately strug¬ 
gling to survive, has given rise to a great deal 


of priva^ violence of the rich and powerful, 
against the people below—landlord armies, 
armed gangs or vigilante groups of the 
dominant classes, a rich variety of mafias, 
all sorts of ‘goon squads’, often linked with 
the police, politicians and businessmen and 
always available for hire, and so on. This 
violence, which given its overall class 
character is generally if not backed, condon¬ 
ed or connived at by the state, deserves to 
be condemned without reservation. But this 
private violence, or for that matter lawless 
violence of the state itself, may provoke 
counter-violence on the part of the people. 
The people may be compelled to resist and 
even retaliate. They may find it necessary to 
turn to violence in sheer self-defence, or in 
defence of their democratic right to organise 
and struggle peacefully. They may need to 
resort to violence to defend the gains of their 
past struggles or exercise of the rights they 
still have, including the right to vote, and so 
on. Such private violence by or on behalf 
of the people IS well-justified; it certainly 
cannot be treated or condemned in the usual 
manner 

f)ur society has also given rise to certain 
specific lorms of private violence, armed 
protests or struggles by individuals and 
groups, which are, despite their differences 
of causation, character and possible futures, 
generally lumped together as ‘terrorism’ in 
the country, its foremost political problem 
today It IS not my concern to analyse this 
problem beyond the general observations I 
have already made. But one aspect of it does 
interest us here. We do not have to lump 
together ihc various historically specific 
expressions ol this private violence to 
recognise that even as this ‘terrorism’ fights 
the Indian slate, it is known to turn, to a 
greater or lesser degree, against the people 
also And this calls for a brief comment. In 
any armed protest, resistance or struggle, the 
quality ol its politics, politics commanding 
the gun, IS of decisive importance. If the 
quality of this politics is poor, the gun 
becomes increasingly more important; it 
tends to itself become the politics, just as 
state terrorism tends to do at the other end. 
in other words, if an armed resistance or 
struggle lacks a coherent liberationist 
ideology and programme, the requisite 
revolutionary theory and practice, which 
may help it gain the willing support of the 
people and mobilise them in a popular 
movement, it will, sooner rather than later, 
seek to use force to gain this suppon—really 
people’s acquiescence or compliance through 
fear and terror-hardened sensibilities. The 
policies and actions of ‘the terrorists’ 
become increasingly self-defeating, harming 
the very people whose cause they otherwise 
claim to espouse, in taking up arms against 
the state. Just as at the other end, seeking 
to gain their acquiescence or compliance the 
same way, sute terrorism loo harms the peo¬ 
ple, alienating them from ‘India’ it claims 
to be defending for them, against the ter¬ 
rorists. In this situation, dependence on 
foreign aid, aids only the process of moral 
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Md iwiitical degeneration of the original 
arm^ protest or struggle. The consequences 
are the dead-end game of killing and get¬ 
ting killed, a vicious circle of competitive 
atrocities and reprisals, intermittent 
internecine warfare among the various 
groups and a brutalisation of everyday life 
of the common people, all of which provides 
an excellent cover to all sorts of anti-social 
elements, any and every kind of criminal ac¬ 
tivity. Maybe Punjab is very much on my 
mind, but the argument certainly has its 
general relevance. Needless to add, terrorist 
violence against (he people has no moral or 
political justification at all. It can only be 
condemned. Though, for obvious reasons, 
detailed knowledge and careful analysis is 
necessary before we pass judgment in each 
case. We need to know the truth and not its 
official version only. 

In a society like ours which is siruclumlly 
saturated with violence, with exploitation, 
oppression and inequality, there is always 
room for revolutionary violence. To reject 
such violence and uphold non-violence on 
principle has no justification, rational or 
moral, in the light of the historical 
experience of the struggles of the oppress¬ 
ed the world over. As the French philosopher 
Maurice Merleau-Ponty, once put it, “to 
teach non-violence is to strengthen establish¬ 
ed violence, that is to say, a system of pro¬ 
duction which makes misery and war in¬ 
evitable”. Revolutionary violence aims at 
destroying this established violence and to 
create a new system of production and 
society in which ‘misery and war' are no 
longer inevitable. It is a violence, as lie put 
it, 'which transcends itself on the way to the 
human future’. Thus, for example, the pro¬ 
blem that ‘the naxalites’, as they arc called, 
present our society is not one of private 
violence to be condemned, but of an 
exploitative and oppressive social order cry¬ 
ing out for revolutionary change. Revolu¬ 
tionary violence may indeed be criticised, 
even rejected, but not on abstract moral 
grounds. The grounds have to be specific 
such as a negative assessment about its ‘ap¬ 
propriateness’ in a given situation, a lack of 
‘proportionality’ between means and ends, 
and so on. On the basis of historical 
experience, it is also possible to argue against 
the general efficacy and appropriateness of 
individual or group acts of revolutionary 
violence. Even when deemed necessary, one 
needs to beware of the dangerous possibility 
of getting side-tracked or lost in a vicious 
circle of violence and counter-violence. It is 
thus absolutely imperative for those so in¬ 
volved to be constantly self-critical of their 
theory and practice in this regard, as 
elsewhere, in the interests of the revolu¬ 
tionary movement as a whole. It seems to 
me, however, that the real issue with revolu¬ 
tionary violence is not so much its rights or 
wrongs as the taking of sides in the ongo¬ 
ing class war between the people and their 
oppressors and exploiters 

Looming large over all these forms of 
private violence in ojir society is the violence 


that Indian sute has come to represent 
today. The issue here is not its inherently 
violent nature as a stale, or the violence 
implicit in the socio-economic structures this 
state normally defends, violently or other¬ 
wise. What needs to be noticed is its 
emergence as the single largest perpetrator 
of violence on the people today. Such is the 
explicit material expression of this violence 
m recent years that scholars and laymen alike 
have been compelled to speak of ‘state ter¬ 
rorism' or ‘the terrorist state’ in contem¬ 
porary India. There is the ever-growing 
draconian legislation and the ever-expanding 
apparatuses of repression and the ruthless 
use of both everywhere in this vast land of 
ours. The old, extended or new laws arc there 
—ESMA, MISA, NSA, different Armed 
Forces Special Powers Act, many kinds of 
Disturbances, Disturbed or Terrorist Af¬ 
fected Areas Acts, amendments to the 
Constitution and the Criminal Procedure 
Code, and above all the TADA and so on— 
which provide for new structures of authori¬ 
ty, new hierarchy of courts, new legal pro¬ 
cedures, new ranges of offences, new and 
siiffer penalties, new detentions without.trial 
and new and harsher powers for the police, 
paramilitary forces and the army. New 
restrictions have come to be imposed on the 
life and liberties of the people in violation 
of old and established constitutional 
safeguards and new authorisation provided 
for the lawlessness of the state, including 
extra-judicial kidnappings and killings 
known as ‘encounters'; and along with 
‘custodial deaths' even the phenomenon of 
‘missing’, long associated with the dictatorial 
regimes of Latin America, has arrived To 
execute these laws and this lawlessness, along 
with the old we now have any number of new 
police and paramilitary formations, new 
security set-up.s, armed wings, guards and 
protection groups and the rest, well- 
supported by the army on the one hand and 
the well-rewarded state or politician- 
sponsored terrorist groups on the other. The 
much touted ‘financial crunch’ notwithstan¬ 
ding, financing all this has been no problem 
at all. In large ‘terrorist affected’ parts of 
the country, it is a situation of massive 
power, without any checks or accountability, 
but with an irresistible temptation to con¬ 
tuse every expression of popular protest, 
dissent or even recalcitrance with terrorism 
and therefore meant to be handled with 
ruthless brutality. Unchecked power has its 
own logic; corruption rampant in the system 
has taken care of the rest. Whatever Us pro¬ 
blems or problematic success in fighting ‘ter¬ 
rorism’. slate’s terrorism has been remarkably 
successful in alienating the people and 
pushing them out of its own ’mainstream’, 
leaving ‘the national press’ free to deceive 
iiself and mislead the rest of ‘the Indian 
nation’. Only the nationalistically blind will 
fail to see that it is this mindless violence 
of the state, growing ever more mindless in 
Its failure or impotence and the accompa¬ 
nying loss of legitimacy, which spawns anew 
and fuels the terrorist violence in the coun¬ 


try. The two in fact regularly feed, justify 
and legitimise each other—all the while ad¬ 
ding to the misery and suffering of the com¬ 
mon people everywhere. 

XI 

This digression on the subject of violence 
in our society, which is far from being 
exhaustive, should be sufficient to indicate 
the complexity of the issues involved which 
critics must show awareness of when they 
seek condemnation of violence qua violence 
or make their more specific but simplistic 
demands on democratic rights organisations. 
It is simply not true that these organisations 
condone, approve or support private 
violence or terrorism against the people. 
Only they do not see its condemnation as 
their task. Nor is it that they do not take note 
of its excesses or violations of peoples rights, 
or have not found it necessary at times to 
even publicly criticise or condemn these. 
They have indeed done so, not on abstract 
moral grounds or to oblige the critics, but 
for good reasons of their own which include 
securing greater effectiveness for the 
democratic rights movement. But by self- 
definition, they have not seen this as their 
responsibility. They arc committed to use 
their limited resources, first and above all, 
to defend the democratic rights of the peo¬ 
ple against their violation by the state. 
Besides, if they are rather wary and seem¬ 
ingly non-cooperative with their critics in 
this matter, there is a consideration which 
they simply cannot afford to ignore. They 
are well aware that concerning state’s cur¬ 
rent assault on democratic rights, we are in 
a situation where those who know will not 
speak and the vast majority of our people 
are simply kept ignorant about the viola¬ 
tions, even crimes being committed by the 
state, often in their name and their supposed 
interests. Given the power and reach of the 
communication media, public and private, 
at the disposal of the state, given its extraor¬ 
dinary ability to project its own point of view 
and to manipulate public opinion by selec¬ 
tive use of information, and given the fact 
that you cannot accuse the state or the 
‘mainstream’ private media of fair or 
balanced reporting where democratic rights 
movement or for that matter any popular 
democratic movement is concerned, every 
concession made by the democratic rights 
organisations to their critics here is bound 
to be used in the time-tested one-sided man¬ 
ner to further condone, justify and legitimise 
state terrorism. This would mean, in effect, 
a denial of the very purpose for which these 
organisations have come to be constituted. 
Their work will lose its meaning, and so will 
the courage, dedication and saciiHce of their 
activists. Democratic rights organisations 
and their activists have indeed reason to be 
wary. They have a right to their own 
democratic decisions in this matter. You 
cannot blame them if they do not sec the 
‘condemnation’ demanded of them as one 
of /Aetr concerns, an invariable responsibility 
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they Riust not evade ‘Law and order’ is not 
their business and they are not in the game 
to perform balancing acts, give evidence of 
their ‘impartiality’ or ‘fairmindedness’, or 
dish out even-handed judgments on violence 
in our society. Nor are they in search of 
certincates of good conduct or ‘patriotism’ 
from their critics or the powers that be They 
may in fact regard it ridiculous, even 
shameful to jump on their bandwagon and 
join their chorus of righteous indignation 
against ‘terrorism’. They refuse to join this 
chorus not because they love violence or 
have a twisted moral sense which can no 
longer distinguish between right and wrong, 
nor because they would condone actions 
which every decent person ought to con¬ 
demn. Their work over the years in Andhra 
Pradesh and elsewhere should make it abun¬ 
dantly clear that they do not need to make 
any apologies for their moral sense. And 
they know what decent behaviour is as well 
as most, and certainly a lot better than their 
critics or the other leaders of the anti¬ 
terrorist chorus—they owe no explanation 
to anyone here. They donot join this chorus 
simply because they are m the game, if not 
only, certainly primarily, to defend the 
democratic rights of the people against their 
violation by the state. 

The way the critics still continue with their 
criticism and condemnation and even betray 
a strong compulsion to misrepresent the 
motives and intentions of democratic rights 
organisations even when they are known to 
have condemned militant groups lor their 
‘violation of human rights’ or ‘senseless kill¬ 
ings', persuades me that there is more to 
critics’ umbrage, and one needs to look at 
//lerr motives and intentions, at their game 
May be what is involved here, implicitly oi 
otherwise are the more basic issues of 
ideology and politics on either side for 
example, apropos ‘terrorism’ in Kashmir, one 
of India’s top-ranking journalists, iii a 
centre-page article in The Time\ of India, 
has written of ‘the utterly one-sided pro¬ 
nouncements of do-gooder groups' and 
charged them with the view that ‘mass kill¬ 
ings and kidnappings of the innocent hs 
terrorist and secessionist gangs are perfect 
ly allright’ This, we all know, is simply not 
true. No democratic rights organisation has 
ever subscribed to anything even remotely 
resembling this view. On the contrary, to give 
an example, with V M Tarkunde of Co¬ 
ordination Committee on Kashmir and 
many others, they have, context permitting, 
more than once criticised and condemned 
such actions and urged the militants to stop 
them. Yet the critics persist with their 
charges—they are simply not satisfied. Ob¬ 
viously what really troubles them is not the 
lack of such criticism or condemnation. Ob¬ 
viously they are after something else or 
more. It seems to me that what they are real¬ 
ly asking for, of course in ‘the interests of 
the nation’, is an acceptance and endorse¬ 
ment of state’s own terrorism in the valley, 
fhe politics of this terrorism, tn effect, the 
ruling class politics in Kashmir. I sec no 


reason at all why the democratic rights 
organisations or their activists should be 
expected to so oblige these critics. 

This is not to suggest that democratic 
rights organisations are the vehicles of some 
other politics, as this term is commonly 
understood, if ‘law and order’ is not their 
business, ‘politics’ in this sense is not their 
business either. Racketeers abound in our 
country, they are everywhere. But there is no 
doubt that those genuinely attracted to the 
risky business of defence of democratic 
rights today are men and women of high 
moral sense and idealism, full of deep con¬ 
cern for the people. Many, if not most of 
them may naturally tend to sympathise with 
the left of one shade or the other, they may 
have their interest in radical or revolutionary 
jtolitics. To this they are fully entitled. But 
the democratic rights organisations or those 
of their activists who have this other interest 
or activity will know that even though the 
abuse of state power, including slate’s ter¬ 
rorism, ultimately grows out of the essen¬ 
tial, structural compulsions of the prevalent 
economy and politics, other organisations, 
other struggles of the people, are needed lor 
a change in this situation, and that it is going 
to be a long haul. They know that demo¬ 
cratic rights organisations arc not the 
vehicles of this other struggle. But then this 
other struggle n on in our society, between 
the people and those who oppress and ex¬ 
ploit them—however weak or fragmented it 
may be or beset with a thousand problems 
of theory and practice, politics and organisa¬ 
tion And no mallet how the democratic 
rights organisations define or circumscribe 


their role, how scrupuloutly they stick to the 
self-imposed limits of their popular concerns 
or how ‘responsibly’ they tehave in pursuit 
of these concerns, their work yet remains a 
defence of people’s rights and places them 
firmly on the people’s side of the barricades, 
if I may pul it that way. It is and cannot but 
be also an entry, one among many, into this 
other struggle, and in this sense, more than 
only a defence of democratic rights. Even 
if the democratic rights activist somehow 
fails to sec this, his critics, generally more 
perceptive and class conscious in these 
matters, see and understand this very clearly. 
So do the slate and its functionaries. Hence 
the hostility and harassment, the persistent 
persecution. For the ruling classes, their 
representatives or spokespersons democratic 
rights activity is, in the final analysis, a 
dangerously subversive activity. It has to be 
questioned, criticised and condemned, and, 
as far as possible, suppressed. 

the democratic rights organisations and 
their activists are, in their own way, standing 
by the struggling Indian people in these our 
troubled times, when .so many others, from 
the intelligentsia and elsewhere have deserted 
them—many of them deserting their people 
for ‘the nation’! Such an understanding 
should make them rightfully more proud of 
their struggle in defenc'e of democratic rights 
and, I am sure, it will make this struggle 
mote effective also. 

[I Ills article is based on the author’s Inaugural 
Address at the Seventh Stale Conference of 
Andhra Pradesh Civil I iberlies Committee, 
held di Kanmnagar on April 27-28, 1991 ■] 
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Lsdie* and Gentlemen, 

It gives me great pleasure in welcoming you all 
to this 15th Annual General Meeting of your 
Company I also take this opportunity to wish 
you a very happy and prosperous New Year - 
1992 

The Directors' Report and the Audited Accounts 
for the year ended 31st March, 1991, have been 
in your hands for quite some time May I take 
them as read ’ 

National Panorama 

With the new Government at the Centre, we 
have witnessed wide ranging reforms in indus¬ 
trial and economic policies Many new vistas for 
growth have been opened up by removing 
unnecessary impediments and liberalising sev¬ 
eral regulatory measures With all these kscal 
and economic measures, it is hoped that the 
country will achieve its desired goals 

Fertiluer Industry plays a crucial role in the agri¬ 
cultural economy of our country It is, therefore, 
essential that the health and growth ol the indus¬ 
try IS maintained if our targets tor food-gram 
production are to be achieved With the increas¬ 
ing population, food security is of vital impor¬ 
tance to our country and therefore it is hoped 
that the governmental policies would ensure 
sustained growth ol the industry 

Financial Highlights 

As a result ol favourable approach indicated by 
the Government of India on our Retention Price 
problem, we have been able to show a net profit 
ol Rs 25 66 Crores after providing depreciation 
ol Rs 40 84 Crores I wish to mention that the 
Company has successfully completed all the 
expansion proiects and we are confident that 
our performance during the current year will be 
much better The results of first half ol the cur¬ 
rent year are quite encouraging with net profit of 
Rs 21 53 Crores All our mega plants have not 
only been successfully commissioned, but they 
are performing over 100% capacity 

Dividend 

You must have observed from the Annual 
Accounts & Reports circulated that the Com¬ 
pany has been able to earn a net profit ol Rs 
25 M Crores Alter making appropriations lor 
the Debenture Redemption Reserve and Invest¬ 
ment Allowance Reserve, there remains a net 
profit ol only Rs 9 24 Crores Further.arrears of 
depreciation is yet to be provided In view of this, 
your Directors had approached the Government 
of India to permit it to declare dividend at the rate 
of 10% without providing tor arrears of deprecia¬ 
tion of Rs 26.25 Crores of previous years and 
such permission has now been received 

Production 

The production of Ammonia and Urea was mar¬ 
ginally less compared to that ol previous year on 
account of certain technical problems These 
problems have been resolved to a large extent 
acid the first half ol 1991-92 has surpassed all 


past records of highest production and prtxiuc- 
tivlty. The prestigious Nitrophosphate Complex 
and a 1,00.000 MT per annum Methanol Plant 
have commenced commercial production in the 
last week of March, 1991 and In the first half of 
the current year their production is equally 
good The performance of Captive Power, For¬ 
mic Acid and Narmadachlor Plants of the Com¬ 
pany have also shown significant improvemenl 
The Company has also made a good progress in 
the production ol Printed Circuit Boards as also 
of Rural Automatic Exchanges (F)AX) We expect 
to achieve much better production performance 
of all our plants during the current year 

The removal of Calcium Ammonium Nitrate 
(CAN) from the Subsidy Scheme has not only 
made it costlier to the farmer but has become 
unremunerative to your Company Therefore, 
your Company is examining the possibilities of 
restructuring the production pattern of the 
Nitrophosphate Complex so as to make opti¬ 
mum utilisation of the facilities ol this Complex 

Promotional Activities 

With a view to popularise the new products viz 
'Narmada Phos' and ‘Narmada CAN' amongst 
the farming community, intensive promotional 
campaigns have been undertaken and I am 
happy to inform you that these products have 
been well received by the farmers Wd have 
continued field demonstrations, farmers' meet¬ 
ings, training programmes, film shows and 
Narmada Kisan Panvar Patra, etc The Com¬ 
pany has also participated in various National 
Exhibitions and Melas and has bagged several 
prizes 

Corporate Plan — New Projects 
Ac«tic Acid Project 

The Company has received a Letter of Intent 
from Government ol India for setting up 50,000 
TPA Acetic Acid Project as a 100% Export 
Oriented Unit Vigorous efforts are being made 
for the expeditious implementation ol this pro¬ 
ject 

TV Glass Shell Project 

Your Company has joined hands with Videocon 
International Ltd (VIL) for implementation of the 
TV Glass Shell Project and works at site are 
progressing in full swing 

Gujarat Narmada Auto Ltd. (GNAL) 

As you are aware, the GNAL has been declared 
a Sick unit under the provisions ol Sick Indus¬ 
trial Companies (Special Provisions) Act. 1985 
Steps are being taken for the revival ol this 
project and a relief package lor the revival of 
this Company will be submitted by Industrial 
Development Bank ol India to the Board for 
Industrial and Financial Reconstruction (BIFR) 
shortly During the year, GNAL has introduced 
a new " Narmada - ISO FUJI " model which 
has been well received in the market 

Rights issue 

You are aware that the Company had a gross 
block oIRs 399 13 Crores when it commenced 
commercial production m July 1982 This gross 
^ block has now risen to Rs 949 35 Crores All 
this growth was achieved by utilising the funds 
generated by the Company and borrowings 
from financial institutions and banks. Your 
Company IS now required to raise resources for 
various purposes mentioned in Directors'Report 
and therefore it is proposed to offer Non Con¬ 
vertible Debentures on the rights basis to its 
shareholders. This will enable the shareholders 
to obtain 17 5% Non-Convertible Secured 


DsbemurM (NCDe) together wMh iMechttie 
warrant entitling them to apply for the equity 
shares at a moderate premium not exceeding 
Rs. 15 per share within a period of 12 to 18 
months from the date of ailotment of NCDs. We 
hope you will find this offer quite attractive as it 
gives an opportunity to earn better rate ol inter¬ 
est on Non-Convertible Debentures, and obtain 
shares at less than half the current market pnee. 
I am sure, you will approve the resolution pro¬ 
posed in this regard and whole-heartedly 
contribute to the debentures 

Awards 

You Will be happy to note that in a repeat per¬ 
formance of Its technical excellence and innova¬ 
tive spirit, the Company once again won the top 
award of the Fertilizers Association of India for 
“ModtHcatlon in Instrumentation Conbol Sys¬ 
tem ot Gasifier.” The Company has also bagged 
“National Energy Conservation Award” during 
the year 


* Company propoaes 17.5% NCOe on 8w 
rifpilB bssis and aNo oilers equity shams, 

* Grass block risen tolls. 949.39 crores Iram 
Rs. 399.13 crams. 

* Rosuils of IlnIhMi of current year encou¬ 
raging. Net proW of Rs. 21.93 erores. 

* AW mega plants auccessluiy eom n t l saloned 
A pertamtaig over 100% capadly. 

* pTMliglous NHropiioapiiale conmiex and 
1,00,0W MTPA Malhanol PIsntcommenosd 
conmiarcial production. Partorming very 
weH. 


* GNAL's new model, Narmada-ISO FuW 
received very well iii the markeL 

* Company Awarded^ tap FAI Award and 
Natlonai Energy ^fConservation Awmtl 
during toe year. 
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Policy Frame for Support to Deemed Exports 

Kalyan M Raipuria 
Purnima M Gupta 

In a country faced with a persistent balance of payments deficit, deemed exports are valuable to the extent 
they result in earning or saving offoreign exchange. Ho wever, over the period since 1970, the list of items covered 
under deemed exports has been enlarged considerably. Even transactions not resulting in foreign exchange earning 
have been included under deemed exports. It is worthwhile examining whether the incentives extended to deemed 
exports, and the implied cost, are justified. 


'DEEMED EXPORTS’ may be distinguish¬ 
ed from physical exports in that they are not 
merchandise literally exported outside the 
country. They are similar to physical exports 
to the extent they result in earning of foreign 
exchange, e g, supplies made against the 
World Bank-aided projects in the country. 
There is yet another interpretation of deem¬ 
ed exports which is wider and includes sup¬ 
plies substituting for imports, at inter¬ 
national prices, made out of indigenous pro¬ 
duction, thus saving foreign exchange which 
would have otherwise been spent on imports. 
This category includes supplies of raw 
materials, components, consumables, 
machinery and some other items to Oil and 
Natural Oas Commission (ONCiC), Oil 
India (OIL) and Gas Authority of India 
(GAIL). 

In the east Asian economies which tollow- 
ed export-led growth, e g. South Korea, 
'deemed' or indirect exports were defined as 
those products which entailed generation of 
'export valuoadded'. This interpretation was 
akin to the wider interpretation indicated 
above. These were given most of the incen¬ 
tives given to physical exports by the govern¬ 
ment, including their automatic availability 
tied to export orders/letter of credit and 
access to pre-shl^ment and post-shipment 
financing.' 

OKIC.INOI THtCONtHM 

In India, from 1970, indigenous supplies 
meant for IBRD-IDA-aided projects were 
treated as deemed exports. Domestic 
manufacturers were allowed to hid for sup¬ 
plies to these projects along with foreign sup¬ 
pliers under international competitive bid¬ 
ding (ICB) It was recognised that Indian 
manufacturers had certain disadvantages in 
price compared to cif prices of foreign sup¬ 
pliers on account of relatively higher cost 
of inputs and power; higher price for 
money/credit; and higher government 
duties/levies. Governmen!, therefore, decid¬ 
ed (from January 1970) to give certain 
benefits like supplementary cash compen¬ 
satory support (CCS) as also a price 
preference relative to cif prices of foreign 
suppliers. Government granted CCS at the 
rate of 50 per cent of normal in lieu of duty 
drawbacks given to physical exporters since 
duty drawback cannot be given to deemed 
exports which are not taken out of the 
country. 

In December 1981, the.se benefits accru 
tag to deemed exports were extended to: 


—supplies made in India to the aid program¬ 
mes of the U NO and other multinational 
organisations, at international price and 
paid for in foreign exchange; 

—supplies made to projects financed by 
other multilateral/bilateral external agen¬ 
cies, like International Pood and 
Agricultural Development Organisation 
(IFAD), Saudi Fund for Development, 
either under ICB or under limited tender 
rcquiremeiiis; 

—supplies ol certain equipment, raw 
materials, etc, to 100 per cent Export 
Oriented Units (fcOUs); 

—supplies made from domestic tariff area 
(DfA) to units in Free Fradc 7x)nes (FTZ), 
sales to foreign shipping companies; and 
— supplies of intermediate produits lo 
holders ol Advance I icences. 

In September 198.1, the coverage of deem¬ 
ed exports was expanded to include supplies 
made toONGC and Oil India for their drill¬ 
ing operations as also supplies made to the 
Gas Aulhoiiiy of India. The Import Fxporl 
Policy lor 1988-91 further expandid the 
scope of deemed exporis Items lo he icgard 
ed as deemed cxpoiis undei ihis policy are 
lisieo at Annexuic 1 The I mporl-F.xpoi i 
Policy ol 1990-91 liiilher widened ihe scope 
ol deemed expoils h\ including two addi¬ 
tional categories These are spccilied at An- 
nexurc II It would be seen from the picscnt 
lists that Items regarded as deemed exporis 
have expanded considerably over the period 
of 80s 

Three stages are apparent in evolution ol 
the policy lor deemed expoils since its in¬ 
ception. The first stage was ol regarding the 
indigenous supplies to projects aided by 
World Bank and other multilateral organisa 
tions as deemed exports and aimed at 
foreign exchange earnings In the second 
stage, supplies under deemed exports were 
extended to include supplies made at inter 
national prices to ONGC, Oil and GAll 
In the second stage the policy covered direct 
saving ol foreign exchange implied in in 
digenously producing certain crucial equip¬ 
ment which would otherwise need to be im¬ 
ported. In the third stage, those items are 
also being included as deemed exports which 
were earlier imported and are now being pro¬ 
duced in Ihe country, for instance, supplies 
made to ONGC* and OIL for ihcir drilling 
operations. The ambit of deemed exporis 
has become quite wide in the third stage and 
a number of items may further get includ¬ 
ed which neither imply an earning of foreign 
exchange nor clear savings. In a recent report 


of the Ministry of Petroleum and Chemicals 
a case is made that as many facilities should 
be provided to the deemed exports as are 
provided to physical exports. The important 
fcaiures ol this report are given at 
Annexure 111 

Inc t Nils I s Givi N to Dll MIT) EXPORTS 

As discussed above, initially, it was dwid- 
ed to encourage deemed exporis through 
some incentives so as to compensate them 
(or certain disadvantages in production as 
compared to foreign supplies. These incen¬ 
tives were 

( 1 ) price prclerciicc relative to cif prices of 
foreign supplies which were based on 
the extent of domestic value added from 
1985 15 per cent for value added bet¬ 
ween 20 per cent and 50 per cent; 20 
per cent for value added between 50 per 
cent and 70 per cent; and 35 per cent 
for value added more than 70 per cent; 
(ii) import replenishment (REP) facility on 
the scale available to physical exports, 
as pet the import and export policy, 
April 1985-March 1988; 

(ill) packing credit laciliiics against orders 
loi supplies to IBRD/IDA/UNICEF- 
aided projects at concessional rate of 
interest, the interest subsidy is to be 
claimed by the banking system from the 
Reserve Bank of India; the FXIM Bank 
of India also has a lending programme 
for financing deemed exporis to cover 
pre- and po.st-shipment credit for ex¬ 
ports of goods and services; 

(IV) CCS at the rate of 75 per cent available 
to physical exports;* according lo a re¬ 
cent policy pronouncement by the 
ministry of commerce,’ this rate may 
increase to 100 per cent-that is, the 
physical and deemed exports would 
avail of CCS at the same rale. 

The CCS paid on deemed exporis in recent 
years reveals that the amount was Rs 127.56 
crore in 1987-88 and Rs 169.36 crore in 
1988-89, mostly confined to engineering 
goods. These may be compared with the 
CCS paid to physical exports at Rs 773.69 
crore, and Rs 1,025.05 crore in the respec¬ 
tive years, of which CCS paid to engineering 
exports (which really is comparable) 
amounted to Rs 128.35 crore and Rs 186,68 
crore. The CCS paid as per cent of deemed 
exports during 1987-88 and 1988-89 works 
out to 14.9 and 15.8 pier cent respectively as 
compared to 10.6 and 11.8 per cent respiec- 
tively in case of physical exports. 
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Macro-Economic Implications 

In a country faced with a persistent pro¬ 
blem of balance of payments deficit, deemed 
exports are valuable to the extent they result 
in earning of foreign exchange or direct sav¬ 
ing in foreign exchange spent on imports. 
However, over the period since 1970, the list 
of items covered under deemed exports has 
widened considerably. Even transactions not 
resulting in foreign exchange earnings (even 
indirectly) have been included as deemed ex¬ 
ports It is worthwhile discussing whether 
the incentives and the cost implied as has 
been extended to deemed exports are 
justified. 

The main pros and cons of extending the 
benefits to deemed exports may be discus¬ 
sed keeping in view the objectives of (a) the 
imperative to keep balance of payments 
deficits within limits, (b) the need to relate 
benefits to exports, ‘deemed’ or ‘physical’, 
to the growth of the industry and the 
economy, such as to maximise growth of 
value added and capacity utilisation levels, 
on the one hand; and (c) the need for rais¬ 
ing additional resources by the government 
to finance development and opportunity 
cost of losing revenue on the margin, on the 
other. 

It is recognised at ihc outset that a distinc¬ 
tion should be made between the measures 
which aim at compensating for the dis¬ 
advantages related to specific input and 
other costs, something near to ‘neutral 
.status’ of government policy in respect ol 
import substitution and export promotion 
and the need to boost relative profitabiliiy 
of exports vis-a-vi.\ domestic sales in an ex¬ 
tended neutrality (pro-export bias) 
framework vis-a-vis incentives for import 
substitution. 

The various benefits now accruing to 
physical and some of them to deemed ex¬ 
ports have their logic in the need tor com¬ 
pensating for the disadvantages Indian 
Tsbii I siiM An s (It DRC lOK Sbi !-< n 1) 



DRC 

FRP 

Machine looli 

1 Radial drill 

1 48 

0 48 

2 Surface grinder 

1 51 

0 51 

1 tieat hobber 

1 52 

0 52 

4 C N(.‘ lathe 

1 82, 

0 82 

5 C cm re lathe 

6 17 

4 25 

tin incal gauds 

h Boiler 210 MW 

1 

0 

7 Turbo gen sci 

1 

0 

8 Hydro turbine 

1 14 

0 14 

9 Aulo Iranslornicr 

1.12 

0 32 

Mining equipineni 

10 Shovel 1650 

1.62 

0 62 

II Crusher 1750 

4.8 

3.8 

12 Crusher 1.150 

1.7 

07 

11 Drag line 

2.4 

1.4 

14 DB drill sash 

1.3 

0.3 


Soufve: ‘Studies on the Structure of the In¬ 
dustrial Economy—Simtegies for Cost 
Reduction: Some Lessons from BICP 
Studies’, Ministry of Industry, Bureau 
of Industrial Cost and Prices. 
September 1988. 


manufacturers have on account ot: <a) higher 
input costs in the country; (b) problems of 
infrastructure; (c) relatively higher cost of 
credit in the country as also capital re¬ 
quirements arising out of procedural delays; 
(d) higher indirect taxes and their ‘cascading 
effects'; and (e) institutional stickiness ol 
wage structure due to labour laws and in¬ 
creasing trade unionism. Among (hesc, the 
most significant is the cost differential in 
respect of the inputs used by the manufac¬ 
turers. In case of capital good.s. for exam¬ 
ple, well known is the substantial domestic 
and international (ciO price differentials in 
case of steel items. The differential in 
domestic and international price of certain 
capital goods, due to this and other rca.sons, 
is considerable. It is also found that in most 
of the cases about 15-20 per cent difference 
IS accounted for by the duties on raw 
materials and components alone Ihc 
available estimates of effective rate of pro¬ 
tection (ERP) and Domestic Resource Costs 
(DRC) reveal wide variations across the 
selected items The accompanying table gives 
ihe FRP and DRC for some capital goods 
It shows that for many of the capital goods 
the DRC IS greater than unity, for boilers 
(2I0MW) and turbo generator sets, ihc 
domestic resource cost was unity For all 
other selected capital goods, it was within 
the range of I and 7 The F.R P was posiiisc 
for all the selected capital goods except lor 
boilers (210 MW) and turbo gcncralor sets 
for which It was zero’* I hat is, ihc in¬ 
digenous production of cct lain capital giKids 
needs to be discouraged and ai least its ex¬ 
pansion may not be encouraged as also pro 
lection to these products may be reduced 
gradually. Hence concessions lo deemed ex¬ 
ports need lo be made in the short lun lo 
enable them to compete with inicrnaiional 
manufacturers initially In the long run, ihc 
aim should be to reduce the inpul cost dil 
fcrences wiih the compensaling measures 
continuing only over the medium period 
The main arguments in (asour ol cxien- 
ding the benefits lo deemed exports arc the 
following: 

( 1 ) I hey help the economy achicsc a 
neutral status m the external sector, i c, 
moving towards an integrated api>roach 
to export proniolion and impoii 
subslitulioii as illusiralcd m ccilain 
studies from the expeiiciice ot the east 
Asian countries 

(ii) They promolc domeslic indusiry and 
thus the process ol growth of value 
added, income, employment and 
backward/forward jatcral linkage cl- 
fects. The biidgclary cost involved in 
concessions in view ol the above, arc lat 
outweighed by the real beneliis to the 
economy, e g, saving of transport and 
other cost involved in foreign supplies 

(iii) They lead to greater capacity utilisation 
leading lo substantial economic 
benefits. 

(iv) They also lead to socio-economic ad¬ 
vantages of expansion of domestic in¬ 
dustry, especially capital goods, such as 
growth of ancillary industries; greater 


scope for resmmpe mobilisation and 
thus for raising revenue by Ihe govern¬ 
ment; reduced delays in supplies and, 
therefore, in project completion; and 
reduction in the tong manufacturing 
cycle in capital goods industry on 
account of domestic procurements at 
different stages 

In evaluating these advantages of exten¬ 
ding benefits to deemed exports, however, 
we may keep in view the lollowing points: 
Firstly, deemed exports do not have to face 
certain problems and incur costs as in case 
of direct physical exports. They include ex¬ 
penditure on market access and promotion; 
after-sales service; risk taking in supplying 
abroad and expenditure on freight and other 
infrastructure for which also CC'S is granted 
to physical exports out of Market Develop¬ 
ment Fund 

Secondly, deemed exports as now defin¬ 
ed remain indirect form of exports and do 
not bring foreign exchange earnings direct¬ 
ly If deemed exports and physical exports 
arc not differentiated in terms ot benefits 
accruing to them, the whole existing promo- 
iional scheme lor exports may prove counter¬ 
productive particularly because deemed ex¬ 
ports may increase Ihe pull of domeslie 
demand 

Fhndly, in so tar as the deemed exports 
would be dependent on concessions, not 
only they would raise budgetary costs, but 
I hey would become anolhei scl ol crutches 
loi the mdusiry and trade. The level of 
deemed exports may not grow as expected 
wiihoui them 

Due to recent policy iniiiaiivcs taken by 
ibe governmciii, vaiious mdiisiries have been 
provided some scope (oi tediicmg costs such 
as through liberalised imports ol raw 
materials, components and technology; 
simplilicatioii ot procedures, availability of 
certain inputs at miernatioiial prices. It 
would be optimal lo pursue Ihe measures in 
this direction rather than pursuing a subsidy- 
based industrial growth regime. 

Major ls.siii s and roNcitJSiONS 

Major issues for discussion in regard to 
the policy lor support lo deemed expoi ts arc; 

(1) Whether in addition lo CCS, price 
preference should, on continuous basis, 
be allowed. 

(2) Whether Ihc support to deemed exports 
should be on the basis of an across-the- 
board simplified rate, or whether it 
should be based on differentials in value 
added, subject to minimum domestic 
value added and maximum percentage 
limit of support which may be related 
to fob value. Domestic value added may 
be defined as cif cost of finished 
manufactured product minus border 
cost of import content of domestic 
manufacturing. If it is defined with 
respect to landed cost (cif price plus 
duties) or domeslic price, domestic value 
added will be higher in cases of higher 
duties and/or higher domestic 
cost/price. 

(3) If Ihe support to deemed exports should 
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be eufaiject to time period end if there 
^oifld be srope for phasing out over the 
period during which licensing and tariff 
may be harmonised to reduce the dis¬ 
advantage of manufacturing. 

(4) Whether the coverage of the support 
scheme for deemed exports may be ex¬ 
tended in addition to supplies of capital 
goods, to supplies of the raw materials, 
components and services;’ and from 
the supplies to presently specified pro¬ 
jects to supplies to all sectors, if under 
ICB.*' It is also for discussion if the 
sub-suppliers of the above goods and 
services may also be given support as in 
some other countries. 

(5) Whether a different approach is 
necessary in case of the industries which 
may be coming up in future including 
telecommunications, in format ics. 
telematics, macro-electronics, ceramic 
composites and bio-iechnological pro 
ducts which may also lead to deemed 
exports. 

Though the above issues require further 
study and discussion the present note leads 
to the following two mam policy 
conclusions. 

Noting that all goods supplied ioON(i(' 
OIL by domestic manufactures have bi-en e\ 
empted from payment of central excise duty 
and that such a policy can be extended to 
supplies to other organisations, as also in¬ 
troduction of MODVAT al one slage. fur 
thcr extension of the present support policv 
to deemed exports may not be considered 
neccs.sar>, Double benefits would app.uenilv 
over compensate the disadvantages iii some 
cases of manufacturing domestically 

Noting also that most of the capital goods 
fall in the category of products with 20-60 
per cent domestic value added, an across- 
the-board rate of price preference of 15.20 
per cent may be prefeiable which should, 
however, be subject to phasing oui over a 
period III the light ol (a) the piogress of 
harmonisation of licensing and larills, and 

(b) ralionalisalioii ol relative cost siructurc 
The graded policy and across-the board rale 
policy do not make a vers sigmiKant dif¬ 
ference 111 reducing price disadvantage of the 
considered producisand 15 25 pci ceiii sup¬ 
port may compensale the disadvantage on 
account of duties on lau materials and 
components 

In the light ol the abvivc conclusions as 
also the C ('S being provided presently in lieu 
of duly diavv backs, extension ol duly 
drawback scheme to deemed exports may 
not be consideicd neccssarv 1 he policy of 
funding CCS from Market Development 
Fund administered by the ministry of com¬ 
merce and providing price preference by the 
administrative department concerned with 
the project to which supplies are made as 
deemed exports may be continued. 

As regards covering additional items 
under the category ol deemed exports, a 
decision may be taken only after a very 
detailed study of the potential and present 
net and real ‘export value added’ and 
linkages with the rest ol the economy. For 


instance, in rhe latest Import and Export 
Policy, supplies of fitment items (of capital 
goods nature) to Indian shipyards building 
ocean-going ships have been included as 
deemed exports. These supplies are neither 
under ICB nor involve payment of free 
foreign exchange. It is reported that deem¬ 
ed export benefits may be granted to sup¬ 
pliers of equipment to four major fertiliser 
plants being set up by Bindal Agro, Talas, 
Birlas and Nagarjuna Fertilisers and propos¬ 
ed to be commissioned in the Eighth Plan - 
fcven though these projects have no 
multilateral and bilateral finances available, 
deemed exports benefits may be extended to 
their suppliers so as to reduce the cost of 
equipment. In our view, it is necessary to 
avoid giving the label of deemed exports to 
anything which was earlier predominantly 
imported and is now being manufactured 
indigenously, 

Annexure 1 

Import and Export Policy, 1988-91 

The following categories of supplies will 
be treated as Deemed Exports lor the 
purpose of benefits under the impoii 
replenishment .scheme: 

(a) Supplies made in India of indigenous 
Items agaiiisi ‘Duly Free I icenccs' issued 
under the Duty Exemption Scheme and 
the Import-Export Pass Book Scheme 

(b) Supplies made to IBRD/IDA/ADB 
aided projects in India where such sup 
plies are made under the procedure of 
iniernaiionat compeiitive bidding 

(c) Supplies made in India to United Na¬ 
tions Organisation or under the Aid Pro¬ 
grammes of United Nations and other 
muhinalional agencies, at internanonal 
prices, and paid for m fice foreign 
exchange 

(d) Sales to lorcign shipping compames, 
where paynicoi is received in foreign ex¬ 
change Ol in Indian Rupees obtained 
liom the cschangc ol loteign currency 

(e) Supplies of tilmcni items (ol Capital 
floods natuic) to Indian Shipyards 
building occan-going ships 

(f) Supplies m.idc in India to proiecis 
financed by olhei multilateral oi 
bilateral external assisiaiitc. eithci under 
internalioii.il competitive bidding or 
undei limited tender required undci ihc 
procedure governing such mullilalcr,il/ 
bilalcial ussistance and allowing icikIci- 
ing lo panics from both Indi.i .uul 
abroad. 

(g) Supplies made in India lo units in iree 
trade /.oncs/export processing zones or 
100 per ceni export oriented units accor¬ 
ding to the policy laid down under the 
respective scheme. 

(h) Supplies made in India of intermediate 
products to holders ol Advance Licences 
under the scheme for supply ol m 
teimediaie products contained in 
Chapter XIX of Import and Expoii 
Polu-yr-1988 lo 1991. 

(i) Supplies at international prices ol raw 
materials, components, consumables 


(Other than minerals), machinery, equips : 
ment, instruments, accessories, toots and f 
spares (excluding office machines and 
consumer goods, howsoever described) 
to ONGC, Oil India and Gas Authority 
of India both for their off-shore and 
on-shore exploration, drilling and pro¬ 
duction operations. 

0) Other supplies made in India against 
international competitive bidding, where 
the payment is received in free foreign 
exchange. 

(k) Sale ol goods manufactured in India at 
duty free shops against payment in free 
foreign exchange. 

(l) Sales to foreign tourists of the items as 
specified below; 

(i) (a) Gem and jewellery; 

(b) Handicrafts; 

(c) Leaihergoods, namely, 
footwears, hand-bags, belts, 
purses, etc; 

(d) Carpels, rugs, druggets, durries 
and namdhas; 

(c) Cotton sarees, cotton dress 
materials, coiion table linen, bed 
spicads, bed covers, cotton 
stoics, scarves, shawls and cot¬ 
ton fui lushing materials; 

(Jl Readymade garments; 

(g) Silk fabrics and made-up articles 
including turnishing materials; 

(h) t onsumcr electronic items; 

(i) Disc records; 

(j) Books-'siatioiicry, etc; and 

(k) Siainless steel uiensil.s/cuilcry. 

(ii) Sales effected to foreigners against ' 
surrender of foreign exchange at 
Iradc fairs will be treated on par 
with sales to lorcign tourists for the 
purpose ol giam ol REP benefits. 

Annr'xure II 

Import anti Export Policy, 1990-1993, 
Volume 1, Deemed Export 
Benefits Extended To: 

(1) Supplies made in India of ship-stores to 
foreign going 

(a) Indian sbipping company vessels, 

(b) .All India and (c) Indian Airlines, 
provided llie paymeni is icceived in free 
foreign eschange 

12) Supplies made in India ol indigenously 
mamitaciiired consumer durables in¬ 
cluding vcbicles, lo the foreign 
diplomatic personnel/trade represen- 
laiives in embassies, high commission, 
provided the pavmeni is received in free 
loieign exchange 

Annt‘xur(‘ III 

Recommendations of the Report of 
the Inter-Ministerial Group to 
Review Incentives Available for 
Indigenisation of Supplies and 
Services to Oil Sector 
(February 1990) 

T he following facilities as are available to 
physical exports mu.st be extended to the 
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deemed export contracts ako: 

(i) Deemed export scheme must be ap¬ 
plicable for supplies of all goods and 
services to oil sector (ONGC/OIL/ 
GAIL) for all their operations such as 
exploration, drilling, production, pro¬ 
cessing, distribution and R and D. 

(ii) Physical exporters are entitled for con¬ 
cessional institutional finances like 
packing credit, etc, which arc not 
available to the deemed export con¬ 
tracts. It is recommended that this 
facility of packing credit at conces¬ 
sional rate of interest by financial in¬ 
stitutions must be extended to the 
deemed export scheme also 

(iii) Extending to 80 HHC benefits ol 
Income lax Act is also recommended 

(iv) As the rates of CCS arc not so tar fixed 
for a large number of items ol oil sc'ctor, 
no CCS benefit has been given to the 
Indian industry, even thoiieh Deemed 
Export Scheme provide' for payment 
of 75 per cent of CCS rates I herclore, 
there ts urgent need for fixation of 
regular CCS rates for individual items 
in oil sector. Average rates of CCS must 
be fixed expeditiously L'l'iing CCS 
rates in engineering seetoi vanes Irom 
5 per cent to 15 pei cent I herefore an 
average of 10 per cent be considered 
Similarly in chemical sector also an 
average ol 10 r"i cent mas be 
considered. 


INoIos 

[This note has been prep,iici.l in the authors’ 

personal capacity and the su-ws expressed hire 

are not necessarily those ol ilic organisation ot 
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SCHOOL OF DEVELOPMENT PLANNING 
AND MANAGEMENT 

ADMISSIONS 1992 

TWO-YEAR POSTGRADUATE COURSE 

DIPLOMA IN DEVELOPMENT PLANNING 

University of Poona 


The School of Development Planning and Manage¬ 
ment (SDPM) offers a two-year postgraduate profes¬ 
sional Diploma in Development Planning awarded 
by the University of Poona. This is the first profes¬ 
sional course of its kind in India, where the focus 
is on development planning and management at the 
district, block and community levels. 

Applicants must be graduates or equivalent having 
a minimum of 50 per cent marks in any of the follow¬ 
ing major or minor subjects. Agriculture, Anthro¬ 
pology, Architecture. Civil Engineering, Commerce, 
Economics, Geography, Medicine, Management, 
Political Science, Public Administration, Social Work, 
Sociology, Statistics and Veterinary Science. 

Application forms will be distributed till April 15. 
The last date for receiving completed application 
form is April 30. Eligible candidates will be called 
for an entrance exam. Classes begin in July. 

The institute can facilitate accommodation 
arrangements in Pune city for the selected candidates. 

For application forms and prospectus write enclosing 
crossed postal order or a bank draft for Rs. 40/- drawn 
in favour of “(-DSA, Poona” to; Director, School of 
Development Planning and Management, CDSA, 
P.B. No. 843, Deccan (iymkhana, Poona 411 004. 


Director: Dr Salil Mehta Tel; 33 89 18 

33 64 26 
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DISCUSSION 


Fiscal Deficit and Public Enterprises 

Some More Grammar 

Raniaswamy R Iyer 


IN Cuban’s rejoinder (EPW, December 7, 
1991) to my comment (EPW, November 2, 
1991) on his article (EPW, August 24, 1991) 
there are some remarks which 1 do not quite 
understand, and some misunderstandings of 
the nature and purport of my argument I 
do not propose to take them up here; my 
purpose in responding to his rejoinder is not 
to indulge a penchant for controversy but 
to pursue further the quest for conceptual 
clarity, even if this seems heavy going in 
places. At any rate, I trust that this will not 
be found to be “surface grammar”, whatever 
that may mean. 

Speaking in aggregate terms (though these 
are misleading), central public enterprises 
(PEs) have a three-fold impact on the cen¬ 
tral government’s budget: they contribute 
inadequately to the exchequer by way of 
dividends and taxes on profit.s; they make 
a draft on the budget for funds for invest¬ 
ment (this could have been lower if the 
generation of internal resources or IR had 
been higher); and those enterprises which 
make cash losses have to draw ‘non-plan 
budgetary support’ to maintain their liquidi¬ 
ty. The important point to note is that these 
three kinds of impact already stand reflected 
in the budget and have played their part in 
determining the fiscal deficit; no figure 
needs to be added to that def icit on account 
of these factors. The question is whether 
over and above this the borrowings of PEs 
from non-government sources should be 
added. Guhan thinks so; I do not. 

The crucial difference between Guhan and 
myself is that I regard PEs’ borrowings from 
non-government sources as akin to other 
corporate borrowings whereas he classes 
them with government borrowings. He li.sts 
a number of differences between public and 
private enterprises, but these are essentially 
relevant to a comparison between the two, 
which was not my purpose. Access to 
government funds, concessional interest 
rates, bailing-out finance and debt accom¬ 
modation are a somewhat overlapping 
enumeration of allied points, and in any case 
(as mentioned earlier) they are already 
reflected in the budget. The exemption of 
PEs from the purview of the MRTP Act 
(another difference mentioned by Guhan) is 
now sought to be remedied, but how effec¬ 
tive has the MRTP Act been in relation to 
the private sector? None of this has any 
bearing on the question of the nature of the 
borrowings of PEs from non-government 
sources. The device of tax-free bonds (which 
I consider wrong) does indeed have a bear¬ 
ing, but this is not applicable to all PEs; it 
has been permitted only in a few cases, and 
may disappear in these cases too. I return 


to my question; how is a bond issue or a call 
for deposits by SAIL or IPCl. diflerent from 
one by TISCO or Reliance? 

The ‘fungibility’ argument needs to be 
examined. This is as follows: PEs can bor¬ 
row either from the government or from 
non-government sources; the more thev draw 
from one source the less they will need to 
draw from the other; or (to put it in a dif¬ 
ferent way) the government can either bor¬ 
row Itself for lending to PEs or ask them to 
borrow direct; the two borrowings are 
therefore fungible. That sounds very plausi¬ 
ble; but It IS not necessarily true It is because 
PEs (in some cases) borrow both from the 
government and from non-government 
sources that this argument arises, but that 
IS not inevitable. There is no need for the 
government to act as a term-lending insti'u- 
tion tor PEs. The government could have 
confined itsell, as the sole or majority 
owner, to providing equity funds (on some 
appropriate debt-equity ratio, not necessarily 
1:1) and left it to PEs to raise their loan 
finance on their own. In that case PEs, like 
private enterprises, would have raised loans 
Irom the financial institutions or from the 
public. (Perhaps this would have been dif¬ 
ficult in the early stages, but is less so now.) 
That IS precisely the direction in which the 
government is now trying to move. It is 
drastically curtailing its budget provision for 
capital funds for PEs and asking them to 
have greater recourse to extra-budgetary 
resources (EBR). This seems a legitimate way 
lor the government to reduce its fiscal 
deficit. It seems strange to complain that 
PEs have easy access to funds from the 
government budget and then, when this ac¬ 
cess IS restricted, proceed to argue that this 
makes no difference as even resources raised 
from outside are akin to government bor¬ 
rowings and that EBR and BR are fungible 
(Incidentally, it PEs were to raise a signifi¬ 
cant quantum ol private equity from the 
capital market in the iuture, would the 
tungibility argument apply to that as well, 
on the ground that the government would 
otherwise have borrowed to provide that 
capital? I may add that this is not a 
‘caricature’ of a proposition but a legitimate 
attempt to explore its implications.) 

It may be argued that EBR should really 
mean IR and not finance from non¬ 
government sources. This, together with the 
proposition that PEs should find their own 
funds for investment and not make a call on 
the government for additional contributions, 
means that they should finance their entire 
investment programmes from IR. But docs 
not a private enterprise finance its expan¬ 
sion plans or new projects through a com¬ 


bination of retained profits, new equity and 
term-loans from the financial institutions? 
One could certainly say that PEs should 
make minimal drafts on the government and 
maximise the EBR; that a substantial part 
of the EBR should be IR, with only a limited 
recourse to borrowings; but not that there 
should be no borrowings at all or that such 
borrowings should be regarded as borrow¬ 
ings by the government. 

Guhan denies that his argument has the 
implication of assimilating public enterprises 
to government departments and points out 
that we cart club the central and state govern¬ 
ments’ deficits without denying the separate 
identity ol the latter. But the po.nt is that 
they do belong to the same category; they 
are attgovernnients Public enterprises are 
not The view that PEs’ borrowings should 
be added to the government’s does tend to 
negate the difference between them, whether 
this be the intention or not. 

Guhan has referred to “the draft of the 
public sector in a wider sense on the rest of 
the economy". I shall return to the idea of 
‘the public sector in a wider sense’, but first 
let me consider the other part of the phra.se, 
namely, ‘the dralt on the economy'. I would 
say that a certain si/e of government, a cer¬ 
tain magnitude of public enterprise presence 
and a certain order of private economic 
activity, together generate a demand for a 
certain quantum of investment funds, i e, a 
certain draft on the savings of the economy. 
We can say that the government has grown 
too large and should be cut back; there will 
be hardly any disagreement with that pro¬ 
position. But if we proceed further and say 
that the combined draft of the government 
and public enterprises is too large, we are 
making a different kind of point: we are con¬ 
veying a sense of discomfort at the existence 
of a large PE presence, as it is this which 
necessitates continuing investments and 
creates a demand on the resources of the 
economy, of which borrowing is merely a 
symptom. However, it is by no means clear 
that the total draft on savings would have 
been less in the absence of public enterprises; 
corresponding investments might well have 
taken place in the private sector instead, 
unless we assume that there would have been 
a lower order of economic activity. 

Incidentally, the ‘crowding out' argument 
(regarding which Guhan attributes a concern 
to me) does not seem to me very important. 
1 regard all enterprises, state-owned and 
private, as competing inter se for resources, 
lb regard PEs as a class as crowding out 
private enterprises as a class is to regard the 
latter as having a greater legitimacy and a 
prior right to resources That is not 
self-evident 

But ol course the view that PEs' draft on 
the economy is excessive could well imply 
that the private sector would have made bet¬ 
ter use of the resources, avoided unsound 
investments, generated more surpluses and 
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nude smaller drafts on others* savtnts. That 
is a debatable poinr. I do not wish to go into 
that question here, as that is not the point 
under discussion. Ouhan has made it clear 
that he did not have such comparisons in 
mind. What he was dealing with in his arti¬ 
cle was the central government’s budget and 
the point that he was making was that the 
fiscal deficit as revealed in the budget was 
an incomplete figure and that something 
needed to be added to it. It is possible that 
he is right; but what should be added? The 
answer to that is rather more complex and 
difficult than the one given by him. (I have 
reservations on the use of the term 'fiscal 
deficit’ in relation to non-government 
organisations, particularly commercial ones, 
but I shall not elaborate them here.) 

What we have to ask ourselves is whether 
there are any government-related agencies, 
maintaining accounts outside the govern¬ 
ment’s accounts (whatever their legal form: 
company, corporation, board, commission, 
or registered society) whose ‘fiscal deficit*, 
i e, excess of total expenditure over total 
receipts on both capital and current ac¬ 
counts, is similar in character to that of the 
government, and whose borrowings to 
finance this deficit can therefore be regarded 
as proxies for the government's borrowings. 
In order to answer that question we must 
draw a distinction between those organisa¬ 
tions which perform governmental or quasi- 
governmental functions or promotional 
functions on behalf of the state—for in¬ 
stance, area-development corporations (these 
are usually found at the state rather than the 
central level), the Khadi and Village 
Industries Commission, CAPART, the Cof¬ 
fee and Tea Boards, the National Water 
Development Agency—and those which per¬ 
form ‘business’ functions (production, trade 
or the provision of economic services, on a 
commercial basis, e g, SAIL. BHEL, iPCL. 
HMT, IOC, MECON, Engineers India, etc). 
There are of - course organisations which 
would be difficuli to classify, for instance 
the Food Corporation of India or the 
National Dairy Development Board, but 
that does not invalidate the distinction. 
Autonomous organisations of the non¬ 
business kind are financed mainly by 
transfers from the government’s budget, but 
if some of them were to borrow from non¬ 
government sources, there may be a case for 
regarding such borrowings as proxies for the 
government’s borrowings, particularly in 
those cases in which the independent legal 
form Itself is questionable and the activity 
should perhaps have been undertaken 
departmental!y. So far as I know, this is a 
purely hypothetical point, as such organisa¬ 
tions do not and cannot borrow from non¬ 
government sources. As regards those 
government-owned but legally separate 
organisations which arc engaged in business 
(i e, PEs properly so called), these play a part 
in the economy different from that of 
government and similar to that of private 
industry or commerce, with varying degrees 
of efficiency. Public (or, to be more precise. 


state-owned) enterprises are a subset of 
‘enterprises’. One may certainly argue that 
they should not be state-owned at all, and 
that business should be left to private en¬ 
trepreneurship; that is a different question 
altogether; but we cannot regard their 
borrowings as proxies for government 
borrowings. 

However, we have to take one complica¬ 
tion into account. There are cases in which 
the government, having regard to the credit- 
worthiness of certain PEs, as also the foreign 
exchange needs of the economy, occasionally 
asks these PEs to take foreign currency loans 
abroad, though the organisations concern¬ 
ed might not have wished to go in for such 
borrowings on their own. ONGC is the 
prime example of this but there may be other 
instances. It seems reasonable to regard such 
loans taken at the behest of the government 
as borrowings on behalf of the government. 
(However, this was largely a feature of the 
80$; with the reduced credit wo nhiness of the 
country it must have become difficult for 
even organisations like the ONGC and IOC 
to raise loans abroad. It al.so seems unlikely 
that the government would like to contract 
this kind of foreign debt to a significant 
extent in the future.) 

In the last two paragraphs I have outlined 
in general terms what seems to me the right 
approach to the question whether the 
government’s fiscal deficit is understated and 
needs to be corrected by a suitable addition; 
some diligent research will be called for to 
determine whether in a given financial year 
there were any such ‘proxy’ borrowings by 


any government-related agencies, and if so 
what addition should be made to the ftscal 
deficit figure Speaking subject to correction, 
I suspect that it will not be a large addition. 

It will be noticed that the approach that 
I have outlined involves the use of a 
somewhat narrower concept, namely, a 
government sector covering the government 
and certain related agencies, than the idea 
of ‘the public sector in a wider sense*. I 
recognise that the latter is the mainstream 
view and that mine is a maverick one. The 
tendency to club not only autonomous 
bodies performing governmental or 
quasi-governmental functions but even 
government-owned steel plants, fertiliser 
plants, automobile manufacturing com¬ 
panies, shipping companies, consultancy 
organisations and so on with the govern¬ 
ment, and to treat them as part of ‘the wider 
public sector' is very widespread. It is found 
in the thinking of the government itself, the 
courts, parliament, economists, the media, 
the general public and the World Bank/IMF 
(though the reasons for holding such a view 
may vary from holder to holder); it even in¬ 
fluences the thinking of some PE managers. 
That this view has a significant impact on 
the performance of PEs is a recurring theme 
in my book to which Guhan has been kind 
enough to make a reference. It is because I 
think that this is an important point (and 
not because of any “anger and anguish’’ or 
"protective fervour”) that I have considered 
It necessary to prolong the argument, though 
I have no great hopes of being able to 
influence the mainstream view. 
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THERE is something unique about hanking as a service 
industry. It has undergone such dramatic changes the 
world over, today's banking is vastly different from 
what it was a few years ago. The approaches, principles 
and philosophies that were holding good in the past 
arc not valid today. In fact, in the Indian context, the 
banking industry has been passing through a virtual 
meumorphic phase. It is in this background that the 
appointment of a high-powered committee headed by 
M Narasimham for making a comprehensive review to 
consider all relevant aspects of structure, otganisation, 
function and procedures of the financial system is to 
be viewed as a step in the right direction towards 
enhancing the viability and strength of banks 

Anyone with even a cursory knowledge of Indian 
banking will recall that after the collapse and liquida¬ 
tion of Palai Central Bank in 1960, banks were con¬ 
sidered stable and viable with assured profitability dur¬ 
ing the 60s and 70s and even in the early part of the 
80s. There were also no major policy changes affec¬ 
ting the overall banking industry except the two bouts 
of nationalisation-one in 1969 and the other tn 1980 
Stability of banks was taken so much for granted that 
demanyls were continuously made on them. 

Statutory pre-emption of deposits by way off^RR and 
SLR which was 28 per cent in 196S has since more than 
doubled. As a result, as much as 6.^.S per cent of banks' 
incremental deposits are getting impounded today Fur¬ 
ther, priority sector credit which accounted for 1 1 per 
cent of bank credit in 1969 was directed to be increas¬ 
ed to per cent by March 1979 and further to tO 
per cent by March 198 S 

Yet another development of the 8()s which also bad 
the effect of giving a jolt to the confidence of public 
in the stability of banks has been the moratorium im¬ 
posed on ten private sector banks and their subsequent 
merger with public sector banks in a span of )ust five 
years. More importantly, public sector banks also started 
going into the red with two banks declaring losses in 
their published Annual Report for 1989-90 and the 
number of such banks increasing to three in 1990-91 

The decade of 80s has also been witness to many far- 
reaching changes in the financial sector, including 
banking, consequent upon the initiatives of the govern¬ 
ment to usher in an era of liberalisation and deregula¬ 
tion. While capital market grew by leaps and bounds, 
the money market has been witness to a freeing of 
interest rates. Several new institutions and new in¬ 
struments came into existence in both the capital and 
money markets. 

The most significant aspect of the development that 
look place in the 80s has been the pace of change. Not 
only a comparison of the 80s with the 70s but more 
pertinently that of the second half of the 80s with the 


first half in terms of changes in the financial sector 
would amply demonstrate this. Going by (his trend, 
one can safely assume that the pace of change in the 
decade of 90s would be far faster than that in the 80s. 

There is a beautiful Spanish proverb which says that 
“he who does not look ahead remains behind”. It is 
nowhere more relevant than to our banking industry 
today. Time is thus opportune to do some crystal-gazing 
as to what lies ahead for bankers in the coming years 
in terms of challenges and opportunities and how one 
should go about preparing oneself to face the 
challenges and capitalise on the opportunities. 

NARASIMHAM COMMI H bE REPORT 

Now that the report and recommendations of the 
Narasimham (Committee have been tabled in Parlia¬ 
ment, one can—rather one has to—take it as a surting 
point in visualising tomorrow's scenario for bankers 
and to ponder over the strategies that need to be evolv¬ 
ed for survival and growth in the future It is therefore 
pertinent to highlight here some of the major recom¬ 
mendations of Narasimham ('.ommittee 

— Foreign banks to be allowed to open branches or 
start subsidiaries in India 

— New banks in private sector to be permitted. 

— Branch licensing to be abolished 

— Opening or closing of branches (except rural bran¬ 
ches) should be left to the banks 

— SLR should be phased down to 2S per cent 

— (,RR should be progressively reduced 

— Directed credit to be at 10 per cent for redefined 
priority sector. 

(i) Small and marginal farmers 

(ii) Piny sector of industry 

(iii) Village and cottage industry 

(iv) Rural artisans 

(v) Other weaker sections (IRDP, security, etc) 

After ^ years, the need for directed credit is to be 
reviewed. 

— Computerisation of bank operations need to be step¬ 
ped up 

One can thus infer that competition is going to be 
the most significant opportunity that the future has in 
store for banks. It is not as if competition does not exist 
now but it has been restricted while banks were pro¬ 
tected. But going by the direction in which the bank¬ 
ing industry is heading, aided by the policies and direc¬ 
tives of the government and RBI aimed at freeing banks 
from the shackles of regulation and enabling them to 
diversify into newer and non-traditional areas of 
business, coupled with the dynamic changes in the en¬ 
vironment and financial sector, there is no gainsaying 


Advertising -Feature on Private Banks 


297 



The United Western Bank Ltd. 

Head Office; Satani 415 001 
Estd: 1936 Scheduled Bank 

A Leading Private Sector Commercial Bank 

Deposits Over Rs. 531 Crores 
Advances Over Rs. 278 Crores 
182 Branches spread over seven states and 
Union Territory of New Delhi 
Foreign Exchange Centres at 

Pune, Bombay, New Delhi, Hyderabad, Panaji, Kolhapur & Bangalore 

Bank People with Personal Touch. , . 



NOVEL WAY TO A SMOOTH TAKE OFF 

Its called the 'Bon Voyage U>an' haiiliiy And it's yet another new .scheme fn>m The South Indian Bank To benefit 
those possessing valid employment visas and going abniad By providing loans of up to Rs lO.tKM)/- for purchasing 
the air ticket meeting the incidental expenses And n-payahle in eas> month!) instalments for more details, contact 
any of our 302 branches Bon Voyage 

Good News to Kuwait Returnees. 

Arrangements have been made to collect your deposits m the tollowing hanks 

1 ('onimercial Bank of Kuwait 

2 tiulf Bank Kuwait 

3 Bank of Kuwait and the Middle hast 



h(NR Ol.t'OSHS IN I’S IHIIIAK I'OIIM) SThKIINt. I)I,I)TS<HI MARK & lAF YhN 

FtONR otposiis i\ US IHIIIAK KIR s M-ARs A NRE DEPOSITS IN RUPEES 


.iOJ Hrt4Nrhes 



ScHith 
Indian 
Bank Ltd 


Regd Olficc Tnehur. Kerala 


Chairman K Chcrian V^ighcse 


Yhur /tilvrt’si, ahitre et<erythmg else 


298 


Advertising Feature on Private Banks 



the fact that banks in future will have to operate at the 
behest of market determined forces. Given the recom¬ 
mendations of the Narasimham Committee, there will 
bj; new banks—both foreign and Indian private sector 
ones—in the arena adding a new dimension to the ex¬ 
isting competition. In other words, the type of com¬ 
petition that banks will face in future will be significant¬ 
ly different from what banks have faced or been ac¬ 
customed to so far. Such a scenario would be ruthless, 
sparing only the fittest to survive and the dynamic to 
prosper. 

Unlike non-financial markets, where price is con¬ 
sidered to enjoy the dominant edge as a competitive 
parameter, quality of service carries greater weight in 
the financial market. It is more so in banking and will 
be vially so in the coming years. It is pertinent to men¬ 
tion here that even the determinants of quality will 
undergo changes with heightened customer cxp>ccta- 
tions fuelled by the environment and the a(m;res$ivcness 
of the competing banking institutions to secure 
business. A service package with ingredients of speed, 
convenience, courtesy, variety and flexibility would be 
the need of tomorrow's banking So, the inescapable 
necessity to commit oneself to high quality service will 
be yet another opportunity to bankers in future. 

Marketing is an area which will provide an exciting 
opportunity to bankers in the coming years. An essen¬ 
tial pre-requisite for success in future is that banks will 
have to make available a variety of facilities and ser¬ 
vices through diversified initiatives. In effect, each in- 
stitutiqn must,turn itself into a financial supermarket 
from which customers can pick and choose and get ail 
their financial services needs met under one roof as 
it were. At the same time, it is no less necessary to en¬ 
sure that banks make the best use of their existing 
clientele base and establish multiple relationships 
Building up the hou.sehold profiles of customers ser¬ 
viced by banks would enable them to take care of the 
total financial needs of households on an on going 
basis. Saving in cost apart, the logical outcome of en¬ 
hanced customer loyalty would enable banks to have an 
assured and solid clientele base for their array of finan¬ 
cial products and .services, both present and future 

Technology is going to exert a strong influence as a 
success determinant of banking in future. As an oppor¬ 
tunity, it has tremendous potential as an effective 
armoury in competitive combat At the same time, how 
technology is used and handled is no less important. 
It is necessary to go for technology that would be ap¬ 
propriate to the needs and expectations of the bank¬ 
ing organisation in terms of its goals and marketing 
strategies. Hence, technology must go hand in hand 
with marketing to meet the twin objectives of offer¬ 
ing the best quality service package to the customer 
and enabling the bank to step up its profitability. 

CUSTOMER THE PRIMARY GOAL 

Skill-base is an area which will provide tremendous 
opportunities to banks in future. Market determined in¬ 
terest rates assume free flow of information within a 


bank as also the existence of skill-base in the banks that 
will respond to these market changes. At the macro 
level, government access to bank funds will be reduc¬ 
ed and therefore banks will have to support schemes 
of public sector or privatised public sector. The size of 
such advances and the complexities involved are like¬ 
ly to be large, further adding to the pressure on bank 
skills. Innovations in financial engineering through 
dividend stripping, tax stripping, risk stripping and the 
like will become pedestrian. Hence, the skill base in 
banks will have to he progressively upgraded so that 
banks are able to take decisions in response to the 
dynamic market environment. In due course, these 
decisions will have to percolate down in the hierarchy 
up to the level of a branch manager if not further below. 
This calls for massive investments in training as also 
considerable reorientation of personnel attitudes. 

All these would mean the crucial role that Human 
Resources Development (HRD) has to play in the future 
scenario While hanks have already created a vast in¬ 
frastructure for HRD, this set-up is not adequate to meet 
the future needs. To give an analogy, a university coach, 
however effective he may be, will be very much short 
of the mark when it comes to meeting the requirements 
of state level competition, not to speak of national or 
global levels (iiven the fact that the competition in 
future is going to he on the lines that banks abroad have 
been experiencing, there will be need to give a fresh 
new look at the HRD set up of banks and design 
strategies accordingly. ,Specifically, there is a need to 
impart technical skills in order to enable the employee 
to evaluate the impact of interest cost on borrowers; 
sensitivity of the borrower’s business to market 
changes; risk evaluation taking into account the en¬ 
vironmental changes, bringing about new attitudes in 
employees in tune with the future needs, etc. 

Whatever the challenges and opportunities be and 
whatever the preparation at the level of the oi^anLsa- 
tion and its employees be, the crucial ‘X’ factor of the 
whole exercise should not be lost sight of. it is the 
■(;ustomer’. More the banks to serve him, more the in¬ 
stitutions after his valuable patronage, more the finan¬ 
cial products in attractive packages, more will be the 
reali.sation of the customer as to his importance, rights 
and privileges. It is he who will dictate, it is he who 
will command, it is he who will decide the future 
course of events ultimately. The bank’s prosperity will 
be in direct proportion to the level of satisfaction and 
happine.ss of the customer. The bank can grow only 
if the customer allows it to grow. Hence, a successful 
bank of the future will be the one where the strategies, 
technology initiatives, marketing efforts, HRD inputs 
arc all so designed and directed to meet the needs of 
the customer. In fact, the 'Customer' will become the 
primary goal of any aspiring banking oi^ganisation of 
the future with the financial growth parameters turn¬ 
ing out to be secondary. The day is not far off when 
a new class of innovative banking will emeigc where 
efforts will be on to meet the total service needs of the 
customer—not just financial but also physical, 
psychological and spiritual. 
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Private Sector Banks 

Bright Days Ahead 
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ALL of a sudden private sector banks in India have begun to 
attract attention of the authorities and industrialists in the 
corporate sector Virtual competition amongst the corporate 
sector enterprises to take over private sector hanks, which 
remained uncared for and neglected lor a long time, has 
become the talk of the town. Even the authorities until recent¬ 
ly were totally indifferent to their very existence 
Thanks to the Report by the World Bank, ke/orm i>J thv 
Financial Sector in India and the subsequent l«>reign ex¬ 
change crunch and also the insistence of IMF on the govern 
ment to liberalise and introduce the element of competition 
in the Indian economy, the future of private sector hanks haw 
suddenly become bright It is reported that the Bangurs have 
acquired yi per cent share in Bank of Rajasthan and quite 
a few other .successful and viable private sector hanks hace 
become a major attraction for the corporate sector The 
Narasimham f.ommittee is reported to have recommended 
among other things, setting up of banks by corporate sector 
The capital requirement is estimated at Ks SO to Rs 100 crore 
for setting up of a new bank Instead of raising such a htige 
sum the private corporate sector has naturally turned its eye 
on the existing viable and efficient pro ate sc-ctor banks 
Whatever the reasons, once again these uncared--for pricate 
sector hanks have come into the limelight 

As against this, until recently the Indian private sector hank¬ 
ing system was sitting at one end of .seesaw, at the other end 
was the goVernment/Reserve Bank of India The up-doven 
movement of the private sector hanks was as per the whims 
ol the other end F.very alternate day. there was talk either 
about their nationalisation, amalgamation with nationah.sed 
banks ctr meiger Thus, this sector has always In-cn under ten 
sion as it was always kept in dark in respect ol its future It 
did not know whether the next moment it would have ant 
movement at all or a total collapse 

Why IS this group of 24 banks—the number lairl\ com¬ 
pares with that of nationalised banks (at 2K)—alwavs in 
doldrums^ This sector is always neglected, never encourag¬ 
ed nor motivated to compe-te with their counterparts in public 
sector and prove that thee too are playing an effective role 
in the economy of the country It is the discriminatory treat¬ 
ment though not total partialit) to which these banks arc- 
meted out by the authorities. 

The history goes back to the day of nationalisation of the 
14 major scheduled commercial banks Since then there is 
a line cJtawn between nationalised and non-nationaliseci banks 
(i e, private sector banks) The nationalisation had the only 
effect of change in the ownership but since then private sector 
banks have been treated as ‘some other's baby' 'I'hough hanks 
in both the sectors are governed by same RBI rules in respect 
of intere.st rates, priority sector lending and statutory pre¬ 
emptions, the entire government machinery has been u.sed 
to projecting a rosy picture of 'their' hanks Fspecially. with 
regard to the priority sector lending it has been projected that 
the phenomenal change in the rural economy is only due to 
agricultural and priority lending in rural areas by public sector 
banks. It is not only nationalised banks, who have attained 
their priority sector lending targets but most of the private 
sector banks too. Wonderfully. RBI is now thinking of bring¬ 
ing down the targets under priority sector lending* Is it cor¬ 
recting its early mistake? Though this priority sector lending 
has enabled the nationalised banks to boost their image it 


has eaten away the scarce profits of small private sector banks. 
In respect of performance, the private sector banks are at par 
and in many cases well ahead of their big brothers. 

But for RBI's branch expansion policy, they have not been 
able to expand their network This restricts the potential. 
However, during the year 1989-90. the average growth In 
deposits of all the private sector banks was around 18.60 per 
cent (industry average 16 "> per cent) The average growth 
in their equity was above SO per cent and their reserves grew 
by 4S 40 per cent (This should be viewed on the background 
that the government had made budgetary allocation of 
hundreds ol crores of rupees to increase the equity of 
nationalised banks ) The total working funds improved by 
around 18 SO per cent and profits by 19 per cent. The total 
number of branches of all private sector banks during 1989-90 
UK. reased by only .46 and total staff strength went up by just 
above one thousand The Cl) ratio of all the private sector 
banks taken together works out S4 per cent and as at March 
.41. 1990 their average productivity was Rs 23.SO lakh. 

The salient feature of the analysis is that none of the private 
sector banks incurred lo.ss during 1989-90 when two public 
sector banks showed huge los.ses in their balance sheets. The 
performance of the private sector banks during 1990-91 has 
also been noteworthy 

Many of them ha\e exceeded industry averages in respect 
of deposit growth The glaring examples being J and K, 
l ederal. CWB. Bharat Overseas, Ijikshmi Vilas. Tamilnad Mer¬ 
cantile (where- the growth rate was .46 "*4 per cent) and 
Katnakar Bank One of the common criticism that, deposit 
ba.se ol these hanks being small and hence, their performance 
looks brighter, is made losing sight of the fact that these hanks 
ha\e limited potential due to their restricted branch network. 
The rise in profits during 1990-91 both in absolute and 
percentage terms of prisaie sector banks gives a befitting reply 
to those who advocate their nationalisation Profits (during 
90-91) ol United Western Bank Limited increased by 101.81 
per cent. Karnataka Bank b) l-t6 77 per cent. Bank of 
Kaiasihan ISS 28 per cent. Federal Bank 174 91 percent. The 
rise in profits of these hanks be viewed on the backdrop of 
declining profits and mounting losses of few nationalised 
banks The recent data reveals that only 24 per cent nationalis¬ 
ed hanks have shown a*al profits during 1990-91 

Unfortunately, this commendable achievement of private 
sector hanks has been rarely noticed much less appreciated. 

I he attitude ol government, RBI, corporate sector and public 
in general needs a change after carefully analysing the above 
facts The authorities should think that the 'stepchild' is an 
efficient one and if some stimulus, by way of incentives, con¬ 
cessions are gix-en to it, it can still grow into a healthy, sound, 
vibrant hanking system 

The government of india has constituted a high power 
committee on financial system under the chairmanship of 
Mr M Narasimham to examine all aspects relating to the struc¬ 
ture. oqtanisation, functions and pnK'cdures of the financial 
system. The committee has submitted the recommendations 
and it is hoped that the committee has given serious thought 
to the aspea of deseloping this sector If not, govemment/RBI 
can definitely change its certain policies in respect of private 
sector banks—in following matters. 

1 Discriminatory Tivatment. This docs nm exist in govem- 
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mem circulars to its various departments but in practice it 
does. Not only the itovcrnment/semi-govcrnment bodies 
which are public enterprises but a few private sector enter¬ 
prises also do not recognise private .sector banks. The bank 
guarantees, fixed deposit receipts, pay orders are still not ac¬ 
cepted by these bodies. If the government intends to iniect 
an element of competitiveness in banking system and accepts 
that it is the financial soundness of the guarantor i e. impor¬ 
tant and not the ownership, this discrimination should end 
immediately. If things are not done voluntarily they should 
be made compulsory 

2 Branch Licensing Pttlicy- The present branch licensing 
(jolicy (which is merely an arithmetic analysis than an assess¬ 
ment) restricts a bank The number of new branches of a bank 
in urban/metropolitan cities is not to exceed i per cent ol 
its rural branches The private sector hanks' network in rural 
areas is around 50-.4S per cent o( its ttital branches, whereas 
SO per cent of nationalised hanks' branches are in rural amas 
Comparatively private sector banks are at a disadvantageous 
position Further, whenever a licence is granted, it is 
.specifically not only for a particular locality in a town hut 
with the name of the road/street too without assessing the 
potentiality RBI's policy in this regard should be liberal so 
as to have a better branch expansion at potential centres 

i Mega Issues—Placement of Funds The recent CCI 
directive prohibits the companies from placing their funds 
collected in Mega issues in private sector hanks However, the 
funds can be placed in co-operative banks' it has become 
customary to ignore private sector hanks—deliberately C'.Cl 
may issue revi.sed guidelines enabling the pris aie sector hanks 
to get these float funds 

4 Issue of Bonus Shares/Deciaring Diridend lie-pending 
upon the profits, private .sector banks he allowed to take- 
suitable decision to declare dividends Thes may also be 
allowed to issue bonus shares Both these steps will enable 
them to go to the public to augment their share capital 

5 Interest Rate Structure i) The spread t)f private sector 
banks is mainly in urban and semi-urban areas Their max¬ 
imum number of borrowers are with limits below Ks 2 lakh 
where interest rates are on lower side This has to he com¬ 
pensated from the borrowers having large limits with higher 
interest rates The break-even is ptissible if smaller banks 
charge interest somewhare around -it) per cent to their bor- 
n>wers availing limits above Rs 2 lakh ii) Recently. RBI has 
hiked interest rates on deposits in) RBI has reduced return 
tm 10 per cent incremental CRR from H per cent to S per cent 

In this situation, the worst sufterers are private sector banks 
with more than 75 per cent borrowers availing limits below 
Rs 2 lakh and more than 60 per cent of deposits in term 
deposits In such situation it is mtire appropriate that CRR 
and SLR on DTI. be linked with percentage «>! horniwers avail¬ 


ing limits below Its 2 lakh. 

6 Target Orientation- it is time to really ask whether the 
taiget-oriented approach has yielded any fruits to the bank¬ 
ing indu.stry'r Can the smaller private sector banks afford this? 
Under the guise of achieving targets and sub-targets banks 
have compromi.sed with quality of advances. Their profits 
have en>ded and their functioning monitored by politicians. 
If not all hanks, at least private sector banks be exempted from 
this lending, at least respective norms be brought down 
considerably 

Loan Wait’er Scheme. An act against the principle of len¬ 
ding. Opposed by RBI but supported by politicians! The on¬ 
ly result is the agricultural dues of private sector banks are 
not coming as the borrowers do not di.scriminate. The scheme 
be immediately extended to private .sector banks to save them 
from further damages 

H Export Refinance The nttrms are very complicated. 
Changing the base year and quantum every year makes things 
difficult for planning finance 

9 Special Courts The dues t)f ct>-operative hanks are 
treated as revenue dues and co-tiperative banks have special 
powers to recover them Why not such rules for private sec¬ 
tor banks-' Special courts like Lokadalat be established for 
private sector banks—-with a disposal period not more than 
three months. 

10 Money Market Instruments Private sector banks be 
allowed to establish short-term CRR money market mutual 
funds Such mutual funds will take care of CRR requirements 
of the parent bank 

11 Ta.\ Deducted at Source Tax deducted at source from 
the interest on SLR securities is always much higher than the 
tax liability Further, the interest paid on refunds with inor¬ 
dinate delay is considerably reduced Such amounts are in 
crores and badly affect the profitability of private .sector 
hanks This procedure be immediately stopped as hanks are 
subject to tax audit and make advance payment of tax. 

Private sector hanks have their inherent strength. (Their 
weaknesses are due to policies decided by outsiders ) These 
banks were established by eminent selfless persons with the 
objective of .service to .society and sense of belonging about 
these insiiiutions is of a very high order in their area of opera¬ 
tion The stall of these banks is loyal to their institutions and 
renders devoted service to their clientele Customer service 
IS still the liest in the Indian private sector hanks These hanks 
cater to the need ol a 'small man' who is thrown out by 
foreign hanks and uncaa-d by nationalised banks In fact, the 
small custtimer feels at home' when he is in a private bank 
and it is with the patronage of 'small men' that private .sector 
banks have sure ived and have thrived in .spite of utter neglect 
It IS lor the sake ol the smalt man' their existence is still very- 
much n-quired Vf'hat is needed is suppon fn)m the authorities 


Private Sector Banks; Problems and Prospects 


THK private sector hanks in India, although they are few in 
number and account for hardly 5 per cent of the country's 
total banking business, have suddenly begun attracting a lot 
of attention, particularly after a couple of recent take-over 
attempts The Delhi-based Puri family of the Mohan F.xptirt 
group, along with the well known Pai family ol Manipal. has 
reportedly acquired the Kerala-based laird Krishna Bank A 
bid was made on the Udaipur-based Bank of Rajasthan by the 
Ruias of the F.ssar group and the Bangurs The Calcutta High 
Coun hxs pxssed an injunction restraining the transfer of any 
shares of the Bank of Rajasthan adding more excitement to 
the hostile take-over scene 

Notwithstanding the recent rush of mtives by business 
groups to acquire private .sector hanks, they constitute one 
of the must beleaguered areas of the hanking industry It is 
common knowledge that almost every private sector bank 


chief has a huge list of complaints about the government s 
discriminatory treatment towards private banks These in¬ 
clude delays in spelling out the government's financial 
liberalisation policy, with specific reference to the private 
hanks, the existing branch licensing policy framework, non¬ 
availability of government funds, the existing Statutory- 
Liquidity Ratio (SLR) and Cash Reserve Ratio (CRR) framework 
and an unfair re-rinancing policy with regard to priority sector 
lending. None of these long-standing maladies seem to be 
receiving any serious attention from the authorities 
concerned 

One of the most crucial concerns besetting private sector 
banks, which is. however, rarely the subject of discussion, 
is that of funds management within private sector banks. In 
hanking, the term funds management covets a very wide spec¬ 
trum In its wider perspective, it means the management of 
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all the assets and liabilities uf banks. In banking, there is an 
i)ngoing process uf converting liabilities into assets like cash, 
investments, loans and advances, fixed as.sets. sundr> deb¬ 
tors, etc. Resource management can be considered to be 
satisfactory only when both liabilities and assets are at op¬ 
timum levels, costs are kept at the minimum and yields are 
maximised. 

Instead of opting for an all-embracing definition like this, 
let us focus only on the ca.sh and investment portfolios of 
private sector banks Of late, owing to two main reasons— 
profit crunch and the predominance of cash and securities 
in the total assets of banks—funds management, as it is 
understood in a rather narrow sense of the term, has assum¬ 
ed great importance. 

Earlier, because of constraints like the absence of a healtht 
secondary market tor securities and, of course, the comfor¬ 
ting regulations regarding their valuation for statutor\ re¬ 
quirements, most banks tended to ignore the problems ol 
funds management The foreign banks in India were the 
original stimulators of the securities market in the country 
A couple of public sector hanks also played meaningful roles 
in keeping up the tempo of the market firadually. prisate 
sector banks also entered the fray They, of course, had their 
limitations such as lack of expertise, inahilit) to absorb losses, 
a smaller quantum or odd lots ot securities, inadequate ra|)- 
port with banks and brokers and absence of customers deal¬ 
ing in securities like provident funds 

The problems of. private sector bank regarding fumis 
management can be broadly analysed as follows Public sector 
hanks and foreign hanks have fixed exposure limits for their 
dealings with private sector hanks The limits are often ex¬ 
tremely small and often lending to pri\ ate sector hanks is sub¬ 
ject to clearance fntm higher authorities It thcrelon- Ix-comes 
difficult for a private sector bank to borrow funds in the call 
money market, even if the call money rates are atiraitne In 
critical situations, it may even lead to private sector banks 
defaulting on the cash reserve ratio When they borrow, the 
perceived and usually imaginary high risk in lending to the 
private .sector results in their paying a higher rate than the 
market rate And when they lend, since the tjuantum lent is 
not very large, they hardly command the best rates 

Only recently have the private hanks been allowed to ha\c 
their own currency chests So far, they were constrained lo 
pool funds from upcountry branches to the various centres 
of the Reserve Bank uf India This was a strenuous and ex¬ 
pensive task for them, as they had to invariably depend on 
public sector banks which impose .serious restrictions 
Furthermore, not being able to hold currency chests meant 
that the private sector banks were compelled to hold excess 
cash at all the branches Moreover, there were the inevitable- 
problems. like delays in reimbursement, which arose as a 
result of funds having to be transferred through other banks 
Needless to say, no compen.sation is paid for sifch delays On 
the other hand, when the discounted amount of a telegraphic- 
transfer (TT) is reimbursed late, the over-due interest is im¬ 
mediately to the hank's account Private sector banks have 
long been suffering under the burden of such double- 
standards. 

Any unexpected demand for a large quantum of cash puts 
a severe strain on the private sector hanks as they are not able 
to withdraw money from any currency chest It is cxtrcmel) 
expensive for a private sector bank to discount TTs to meet 
such demands, apart fnim having to face the problem of the 
modest limits available with it to discount TTs with local 
banks. The TT discouming limit is normally reversed only 
after ireceipt of confirmation of leimbursement which is often 
delayed. The public sector banks, to which private sector 
banks are linked for the purpose funds management, impo.se 
unwarranted restrictions with regard to the quantum of ca.sh 
and the number of times funds arc allowed to be remitted 


Ks-en the RBI imposes such restrictions. This impairs cash 
management at most branches of private banks 

The private sector hanks also face several pniblcms regar¬ 
ding the management of securities The discrimination against 
private sector banks in not exempting them from deduction 
of tax at source in respect of interest on government securities 
has led to substantial funds, running into .several cnires. being 
held up with the tax authorities on a continuous basis. The 
private .sector hanks have been given a very limited quota for 
switch transactions This hampers their efforts to switch 
.securities with a v lew to improving the yield The quota fixed 
several years ago has not been revised yet 

The logic behind the fixing of exposure limits for private 
sector banks for call money operations cannot be disputed. 
But it would be difficult lor the lender to as.sess the risk in 
lending to private sector hanks at any given point ol time, 
since the banks mav borrow Irom .several sources, w-hich 
vv-ould work counter to the efforts ot the lending banks fixing 
exposure limits The credit worihinc-ss ot the smaller banks 
cannot be related to the si/c ot the banks Therelore. a 
pragmatic approach to lending to private sector hanks would 
ease their problems and at the same time improve the inter¬ 
bank call monev market 

Several suggestions can be made to uiiprovc- the funds 
management in private sector banks The- hanks to which 
private sector hanks are linked tor cash management should 
not impose any restriction on the .iccc-ptancc- or withdraw-al 
of cash as th-at w ould affect the tree flow of funds The RBI 
should lift all the restrictions on such matters imposed by 
Its own officers and direct other banks to do the same 

The Indian Banks Association (IBA) should formulate 
guidelines on matters such as removing botilenecks in day- 
to-day funds transfers, compensation lor delayed reimhurse- 
meni, TT disc ounting faciliiies. and chaiges for these services, 
on a mutuallv acceptable basis ,Sc-ciiritv sealing of notes for 
mtc-r-bank remittances with a view to avoiding their being 
countc-d. regular and speedy handling ol cash transactions, 
mutual trust and co-operation, compliance with RBI 
guidelines and directives with regard lo the RHl remittance 
and linkage scheme, are other important factors Any area t>f 
management always leaves scope for impnivement and funds 
management is no exception, more so when it relates to 
private sector hanks which still operate in an unenviable 
situation 

There are problems in areas other than funds management 
too (.ontrarv to popular belief, the exclusion of private banks 
irom the loan-waiver schemes w-as not welcomed by many 
privatc bank managers In f-act. there are complaints that 
recoveries of private hanks have been severelv affected, 
leading to losses .Small borrowers of private banks are con- 
V meed that they are entitled to loan write offs and complain 
that they arc- being taken for a ride when told that private 
sector banks h-ave been excluded fn»m the scheme As a result, 
many borrowers flatly refused to repay loans or the interest 
on them, leaving the private banks with dead loans on their 
books without the benefit of compensation from the 
government 

Certain government departments like the customs have 
consistently refused to accept guarantees issued by private 
banks and insist on guarantees from public sector hanks The 
private banks, therefore, have been compelled to arrange lor 
guarantees for their clients from nationalised banks, after giv¬ 
ing a counter guarantee Eventually, this affects the bottom- 
line. as the income from the guarantee has to be shared with 
public sector banks Oil companies refu.se to accept drafts 
drawn on private banks. Therefore, petrtd bunk owners and 
cooking gas agencies are forced to go to public sector banks 
This makes it impossible for private banks to finance these 
customers, once again resulting in a lo.ss of business 
.Significantly, this has been a practice followed by many 
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government and quasi-government offices umi. 

Only public sector banks can accept deposits under the 
capital gains account schemes I9H8 announced b)' the cen¬ 
tral government Many state government and local bodies are 
also barred fn>m placing deposits with private banks C'.er 
tain state governments have ordered that government deposits 
should he placed only with banks which have more than one 
hundred branches in the state This affects private hanks 
which are head-quartered in other states. 

Performance of Private Banks 

VYSYA BANK, one of the biggest private banks in India, pro¬ 
gressed to be one of the most profitable in the country, im¬ 
proving Its profits fr«>m Rs 10(1 lakh to Rs 666 lakh between 
I9HS and 1991 In terms of profitability, it stands as one oi 
the highest among the Indian banks with a return of more 
than O.S-i per cent on total working funds Paid up capital 
between 1985 and 1991 grew from Rs I 19 crore to Rs I 80 
cnire. showing an increase of 51 per ceni The bank also 
crossed the Rs 10,000 - crore mark in deposit mobilisation 
during the year ended March .51. 1991. recording a gniwth 
«)f over 18 per cent. The NRK and P(.NR deposits also increas¬ 
ed by 50 per cent while the deployment in the priority sector 
continued to be over 41 per cent ol the total advances 
Merchant banking turnover grew by over 20 per cent while 
the outstanding export credit of Rs 88.5 crore represented 
16.2 per cent of total advances, one ot the highest in the coun¬ 
try. Investments grew by over 15 per cent with the average- 
yield touching II per cent The hank has recorded a net pro¬ 
fit of Rs 6 7 cnire in 1990-91, which is ,S2 per cent higher 
than that in the previous year 

The bank has also entered the field ol factoring services 
with a capital of Rs 10 crore The factoring siihsid) will be¬ 
set up in collaboration with the International Finance ('.or- 
poration (IFC), Washington 

Another big private sector bank. KARNATAKA BANK 
recorded a rise of 18 07 per cent in its deposits fnim Rs 502 
crore on March ,51. 1990 to Rs 59.5 cnire on March .51. 1991 
The NRF; deposits of the bank nise fnim Rs 19 ■( cnire in 1990 
to Rs 26 crore in 1991 

The foreign exchange turnover of the bank in terms ol ex¬ 
port, imports and remittances amounted to Rs 166 75 crore 
registering a gniwth of 56-41 per cent The export credit 
granted during the year amounted lo Rs 216 12 crore The 
net pnifit of the bank at Rs 5-06 cnire (umped by a whopping 
1-47 per cent, over the previous year's figure. The bank 
obtained authorisation from the Securities Exchange Hoard 
of India (SF.BI) for its merchant banking activity, with turn¬ 
over exceeding Rs 50 crore 

The (idaipur based BANK OF RAJASTHAN recorded an in 
crease in deposits to Rs 849 crore and in advances to Rs 44 2 
cnire during the year ended March 51. 1991 Net profit, after 
making the usual pnivisions. worked out to Rs 4 10 crorc- 
during the year i^vances to priority sector registered a 
gniwth of Rs II 54 during the year The bank's advances to 
agriculture secuir increased from Rs 55 76 crore to Rs 40 i5 
cnire However, indirect lending to agriculture witnessed a 
decline owing to repayment of loans granted tor rural elec 
trification pnijects 

Another bank in western India. SANGLI BANK, showed 
an increase in its deposits by Rs 51 96 cnire to reach Rs 471 o i 
cnire The aggregate advances went up by Rs 26 54 cnire to 
reach Rs 2.59 58 cnire. The credit-deposit ratio at the end of 
the year was 50 82 The hank's advances to prioritv sector 
reached a l<;vel of Rs 90,55 cnire as on Mareh 51. 1991, w hich 
in terms of total advances works out to 57 82 per cent as 
against 55.81 per cent for the previous year 

UNITED WESTERN BANK, also based in Maharashtra 
registered a growth rate of 20 54 per cent in deposits over 
the previous year's figure Total deposits reached a level of 


Rs 531.54 crore as on Mareh 51. 1991 as compared to 
Rs 440.80 crore as on March 51, 1990 showing an increase 
of Rs 90 54 cnire The advances of the bank at the end of 
March .51, 1991 .stood at Rs 279 94 crore. registering an ab¬ 
solute rise of Rs 4.5 52 crore over the level of Rs 256 crore 
reported in the previous year The credit-deposit ratio of the 
bank at the end of the accounting year stood at 52.69 as 
against 55 68 m the previous year The bank's lending to 
priori!) sector increased from Rs 9"' cnire to Rs 110 cnire. 
forming alxiut -to per cent of the total advances The ad\-ances 
to agriculture form II 74 per cent of the total advances 
SOUTH INDIAN BANK, based at Thrissur m Kerala, 
reported an increase of Rs *'1.69 crore in deposits taking the 
year-end deptisit figure to Rs 564 09 crore The increa.se is 
14 56 |x-r cent compared to the 12 27 per cent growth record¬ 
ed in 1989-90 Total advances improved by 16 I percent and 
the year-end figure at Rs 28<i cnire- reveals an increa.se tif Rs 59 
crore against the figure of Rs 14 crore recorded in 1989-90 
Priority sector accounted for Rs HI 8.5 crore out of the total 
advances The net profit lor the year was Rs 2"’ 25 lakh against 
Rs 20 lakh in the previous year The bank also made an entry 
into merchant banking activities during the year 
The bank has introduced mnocatlse schemes during the 
current sear 'I he Hon Vos age laian Scheme was launched to 
render financial assistance to those who go abroad on 
employment In |ust tour months, the hank has assisted about 
1.250 persons to go abroad lor employment granting loans 
lo the tune ol Rs 1 25 c rore The hank has made arrangements 
with the ( ommercial Hank of Kuwait. Hank ol Kuwait and 
Middle l ast and (•■ill Hank. Kuwait, to collect the deposits 
ol the Kuwait returnees The ret|uisitc- claim forms of these 
banks are chstnhuied through the hranches of South Indian 
Bank I'hc- bank also collects the deposits held with the 
National Hank ol Kuwait and other hanks m Kuwait Uith a 
strong .NRl base in business, South Indian Rank is observing 
the year I99l/I‘>02 as the 4ear ol the NRl I he bank has 
opened NRl Assistance Desks at Madras, Bombas'. Dettii, 
Hangalore. Thirucananthapuram. I'lrusalla. Ernakulam. 
Tnehur. and Kii/hikode 

The Madurai based BANK OF MADURA also recorded im¬ 
pressive results I'he gross earning ol the bank increased to 
Rs 55 crore from Rs ■*"' crore in the pres lous year due lo belter 
utilisation of lunds I he net prolit amounted to Rs 2 crore, 
registering an increase ol Rs 5"’ lakh, which works out to a 
4()perec-ni improsement in profitability The deposits of the 
bank crossed Rs 400 crore in 1990-91 The bank expanded 
Its gross credit hv Rs 51 5 crore. registering an inc re-ase of 16 5 
per cent ocer the pre\ lous year Under advances to priority 
.sector, the bank has registered a marginal increase from 59 4 
to 10 per cent of the total advances Financial a.ssi.siance to 
agriculture increased by Rs H 29 crore to Rs 20 84 crore. 

BHARAT OVERSEAS BANK, a Madras-based private bank, 
which IS the onl\ private bank to have a branch overseas (in 
Bangkok), also posted gixid results The dc-posits ol the bank 
have shown an increa.se ol Rs 54 crore from Rs 251 crore in 
March 1990 to Rs 286 crore in March 1991 The net profit 
of the bank at Rs 2 55 crore for the year, shows an increase 
by more than Rs 1 crore, i e. an increase of "'8 per cent com¬ 
pared to the previous year 

Another south-based bank, FEDERAL BANK, improved ns 
profitability by T’5 per cent by posting a net profit figure 
of Rs 252 lakh The deposits of the bank stcxxl at Rs 964 crore 
and the advances at Rs 456 crore Average rate of return on 
advances during the previous vear was 15 per cent, 
KARUR VYSYA BANK'S deposits reached a level of Rs 315 
crore. showing a percentage increase of 14 53. The credit- 
deposit ratio decreased to 55-79 compared to 64 9 in the 
previous year The hank als«» registered a growth rate of 27.6 
per lent m export credit oxer the corresponding figure in 
1989-90 
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Now even she can share 
in the prosperity of the share maiket. 
Thanks to Unit Trust 


Mi)st hmall savers dream ot srnkinn it rich 
tm the share market. What holds them hack is 
the small size of their savings. The risks involved 
And a lack ot conlidence in rheir own financial 
skills. So they keep away from the share market. 

llnit Trust has given them confidence. 
India’s first mutual fund, Unit Trust fsools 
together the resources of .small investors. It uses 
the skills of Its financial experts to invest these 
funds on the share market. The result is high 
returns for the small saver. Year after year. The 
Tru.st, which has not missed a single dividend in 
all its 27 years, has just announced a record 
dividend of 19.5%. 


It’s no wonder Llnit Trust’s popularity has 
been rising spectacularly. This year, the number 
of Unit holders crossed one crore. 35 lakh 
‘investors were added in the last year alone. Most 
of the.se are small savers. They come from every 
part of the country. They come from every walk 
of life.They have different needs, different dreams 
But they share the same abiding confidence 
in Unit Trust. Living up to this confidence is 
what keeps us going. And growing. 



UNIT TRUST OF INDIA 

At the service of One Crore Unit holders. 
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It's like a radio antenna. You can go on extending 
it to suit your needs. 

For a 'deep discounted' price of Rs. 2,700, you'll get' 
a bond with a face value of Rs. 1 lakh. The bond appreciates 
to its face value over the naatunty period of 25 years. 

But if you think your money is going to be 
permanently locked away for 25 years, think again. 
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bond certificate to IDRl and receive the deemed face 
value as shown under- 


DEEMED FACE VALUE 


Rs 

Rs 

Rs 

Rs 

5,1 

m 

25,1 

501 

AFTER 

AFTER 

AFER 

AFFR 

6 

10 

1S 

20 

YEARS 

YEARS 

YEARS 

YEARS 


(IDBI too, reserves for 
Itself, the right of 
redemption, on the same 
basis) 

Moreover, these 
unsecured bonds will be 
listed on all major stock 
ext lianges. (iiving vou 
(oiuenieni litjuidilv 
I bus vou have an 


nivestTtu'iil that eliimii.Ues le-invesiment iisks Anti 
ttuuinuouslv ajiprfiMtes Tiilike eijuilv sh.ires, whitli ui.rv 
applet lale tu depiet i.ile 

.Net flless to ailtl. the tlilleittite lu'tweeii ihe sale 
juite and tost of at tjuisition rnav he irealetl .is tapital gain 
when the htmd is It.iiletl in ihe inaiket .AtItliliorialK. 
VAealth lax henelils aie also .iv.nl.ihle ,is pei the Wealth 
1 .LX At I 


It's .I s.ile, solid mvesluieni loo IDHl h.is toi oxer 
2.0 xe.us, been the li.nik hehmtl hiih.in intliistix M.uiagetl 
hv a |)rolession.il. inoliv.Uetl le.un that s loninutted to Ihe 
tomilix's etononiit gioxsih 

1 fie hontls h.ixt lieeii .issiglied .i 
',A.V\' i.ilmg hx ( ;R|S 11 , indii atiiig ihe higlu si ^ ' i 

saleix with leg.utl lo p.ixuienl ot inieiesi .mil ' 

jjimtip.d , fUllUji h\ 


CfilSIL 


Deej) nisiouni Bonils from 11)111 
rilex'ie sine |o gel .i gie.il 1111 jilion 
Foi aiix liiilhei mioi iii.ilioii kindlx loiit.iil ' 
ollii es ol 11 ) 111 , l.eatl M.m.igeis, < o M.m.igtis, ll.mkeis lo 
the issue oi xoiii stoi k hiokei 


f ARl.V .sril.SCKII'l |().\ l.\( IMIX K UFEI-27Ftl 2.0%^! 



INDUSTRIAL DEVELOPMENT BANK 
OF INDIA 


In tfie nation’s interest. And yours. 


J M Financial & Invastmani 

ContuUncv Sarvicas UmiMKl 

' 4 ' MakP' l hamtu't'. I), 

• dtn j 

NanmjoPni'' fttx"tviv JOC 0.' 


LtAD MANAGERS 10 THE ISSUE 


oil: 


sBi r apitdi MfttkPts Lin<ie<3 

11 ' lAf . ‘ 

it* ■' 1 1 It 


Ik ' '|Xil, I ' I" 


Standard CbaFleied 
Standard Cbaiiared Bank 
Invasl'want Banking Divisor 

Marcnam aaniung G'oup 
' I Mj* a’ ’ a s.j-'CT' D .tO 

|V,o (klf -Jll’ •I."' I 


BOmwOPEi 


Issue Open Till 27th Feh. 


t IN IAS ID PR 13 261 ! 






ECONOMIC 

AND 

POLITICAL 


Vol XXVII No 7 


Febraary 15, 1992 



Foundcr-Edtlor; Sachin CHaudhurl 


immunisation Debacle 307 

Politics CPI(M)s Dilemma-Foreisr 
Capital More Concessions - Bihar Caste 
Politics—Security Unplanned families 308 

The Markets 

Record Rabi Oilseeds Crop 


0 P Sharma 

310 

Companies 

311 

Statistics 

314 

Calcutta Diary 

-AM 

315 

Random Reflections 

A Glimpse at a Public Secioi tnlcipnsc 
Arun Ghosti 

317 

Commentary 

Exit Policy in Public Secioi 
- Bagaram Tulpule 

319 

New Delhi Selling Indirj oi Devos 

BM 

391 

Balance of Payments Prcibiem Selective- 
Measures Hold the Ke/ 

—Ravinder Goel 

393 

fiscal Deficit and Stabilisation Policy 
-R J Mody 

395 

Cyclones in Bangladesh A History of 
Mismanagement 

Peter Custers 

397 

What Big ftowers Want trom UN 
— Siddharth Dube 

330 

Perspectives 

President and Prime Minister 
-SR Sen 

331 

Reviews 

Interdisciplinary Organisaticjnal The.jry 
and Irrigation AAanagcmenl 
—Ashok K Mitra 

335 

Paradigms of Power 
—Om Bakshi 

336 

Special Articles 

Under the Tutelage of IMf 

The Case of Peru 
- Michel Chossudovsky 

340 

Dialectics of Transition Orissa ’943 SO 
-Biswamoy Pah 

353 

Causes and Consequences of the East 
European Revolutions of 1989 
-Ramnath Narayanswamy 

365 

Discussion 

Fertilisers Irrational Practices 
- H K lakshman Rao 

tetters to Editor 

379 

306 


ECONOMIC AND K>LITICAL WEEKLY 

Hitkari House 

984 Shahid Bhasatsinsh Road, Bombay 400 038 
Phones 2616072/73 Grams Econweekly 
Editor Krishna Raj 

Senior Assistant Editor Padma Prakash 
Assistant Editor Thomas J Mathew 
Editorial Staff Cleatus Antony, Prabha Pillai 
Gautam Navlakha (Delhi) 
Circulation A S Shetty, B S Sharma 
Advertisement Manaser S G S Subramaman 
Manaser K Vijayakumar 


Lessons from Peru 

The IMF-sponsored macro-economic stabilisation programme in 
Peru initiated in August 1990 stands out, in terms of its social 
impact, as a most extreme form of ‘economic engineering’. 

What lessons does the Peruvian case provide for India? 340 
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The struggles of the people of the princely states in Orissa as well 
as of the sharecroppers of the coastal areas of the province, 
with both of which the communists were actively involved, 
contributed to the integration of the princely states and united the 
oppressed in a struggle against their oppressors in a context when 
large parts of the country were reeling under the communal 
holocaust. A study of the dialectics of political transition in 
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Difficult Exit 

Two rounds of discussions between 
the government and representatives 
of central trade unions have 
underlined the difficulties of 
implementing the so-called exit 
policy for sick public sector 
enterprises. 319 

Endangered Species? 

'Restructuring' of the public sector 
IS high on the government's 
agenda, (-or a change, a look at 
the functioning of a 'profitable' 
public sector enterprise to see if 
any lessons can be drawn on how 
public enterprises can be helped 
to achieve excellence and 
economic viability 317 

Doubtful Outcome 

The country will soon be 
administered a further strong dose 
of import liberalisation the likely 
outcome of such a course is, 
however, suspect on mans 
counts .32^1 

Checks and Balances 

Recent events have made it 
necessary to re examine the role ol 
fh»" President as originally 
ciii'.i -rrplated by the Constiiucni 
Assembly ar..i - nc”' extant after 
ihc 42nd and 44th amendments 
to the C o.T.'utition. .'CM 

Great Expectations 

The fashion in the west these ilays 
is to ask great things of the 
Uniied Nations. This feeling 
dominated the recent Securiiv 
Council summit which lor the first 
time ever met at the heads 
of government level. 


Wrong Tree 

International experience establishes 
that the fiscal deficit, the focus of 
IMF-sponsored structural 
adjustment, is not related to 
(he rate of inflation 325 

East European 
Revolutions 

I he economic experiment currently 
under way in eastern Europe has 
no parallel in contemporary 
history and for that reason alone 
ihe factors that have impelled the 
grand transformation, the 
problems involved in (he transition 
and the ibeuredcal issues (hey 
raise in the analysis of 
comparative economic systems 
merit serious attention 365 

T4> BJP’s Rescue 

The government had an excellent 
pretext because of landslides 
along the Banihal pass no vehicles 
could proceed beyond Jammu to 
Srinagar. Even for (he BJP that 
would have been a respectable 
enough alibi for cancelling the 
final phase of its heroics. Instead, 
the authorities in New Delhi 
decided to adopt wholesale 
the BJP programme. 315 


Double-Fault 

I he 1961 cyclone in Bangladesh 
run only exposed the previous 
government’s criminal negligence 
ol proicciivc measures against 
cyclones but also drew attention to 
IIS failure lo instiluie land reforms, 
•vhich has resulted in Ihe poor 
..ii.t t.iii.'lless becoming the 
worst viLliins oLthese 
periodic disasters 327 


LETTERS TO EDITOR 


Attempt on Human 
Rights Activist's Life 

WE are shocked to hear that K Balagopal, 
one of India's leading human rights ac¬ 
tivists, was badly beaten up and attacked 
with knives and other deadly weapons in 
broad daylight in a very busy locality on 
February 4 in Kothagudam of Khammam 
district, Andhra Pradesh, it is learnt that 
he was on a mission to raise funds for 
building a Conference Hall to be named 
after Dr Ramanatham, a prominent 
pediatrician and civil rights leader of 
Warangal who was cruelly murdered by 
police hirelings years ago. Balagopal, it is 
further learnt, was arrested by the police 
in Bhadrachalam on February 3 on the 
false accusation that he was extorting 
money from some medical practitioners 
there. He was however let off after strong 
protests from him and his colleagues. The 
dastardly attack on him took place in the 
presence of a journalist from one of 
India’s leading dailies. Balagopal has 
alleged, m a press conference, that the 
assailants were the paid hirelings of the 
Andhra Pradesh police. As a result of this 
criminal assault, he sustained serious head 
injuries and had to have three stitches. 
This IS the third time Balagopal has been 
targeted by the Andhra police and iheir 
agents. 

This incident only highlights the brazen 
violation by the state machinery in 
Andhra Prade.sh of the human rights ot 
the poor and downtrodden, dalits and 
tribals. women and children and also 
those who champion their cau.se» 

We strongly condemn this attempt on 
K Balagopal’s life and demand that a 
judicial enquiry be instituted and the 
culprits brought to book. 

S Guhan, Komai Swaminathan. R 
Ramanujam. S Ambirajan. Padmini 
Swaminathan. P Majlimoar. 

KaMAI l.ODASA. M Na<iANAIHAN. P 
Jagaolesan, Pon Kodanoaraman, 
P V BHAKtAVAISAt AM. iNyUIl AB. 
Saraswaihi. S P Vi I rai’andian, T 
R OOVINDARAJAN. V ARASH, 
Tamiianban, S V Raiadur.m, N 
Deivashnoaram, C' Mahlndran. 
Muihuramai inc.am. S Kumara 
SWAMY. T N Gopai an. R Shanrar 
And 154 Others 

Madras 

Towards Political 
Struggle 

AS part of their programme of preparing 
the workers for political struggles to 
counter the growing attacks on working 
* class rights through the Fund-Bank in¬ 
spired economic, industrial policies, two 

306 


trade union organisations, the Indian 
Federation of Trade Unions (IFTU) and 
Workers’ Solidarity held a convention in 
Vijayawada city on January 26 and 27. 
The convention was attended by nearly 
800 delegates from various trade unions 
affiliated to the IFTU and Workers’ 
Solidarity, independent trade unions, the 
Andhra Pradesh Rythu Coolie Sangham, 
Grameena Pedala Sangham (Organisation 
of Rural Poor), the Progressive 
Democratic Students Union, the 
Democratic Students Organisation, the 
Arunodaya Cultural Federation, 
Janasahili Cultural Federation, the Pro¬ 
gressive Organisation of Women (POW) 
and the Revolutionary Writers 
As.sociation. 

The convention was inaugurated by 
Parimal Das Gupta, leader of an indepen¬ 
dent revolutionary trade union movement 
in West Bengal and M Kodandaram 
Reddy, lecturer in political science jit 
Hyderabad, spoke on imperialist 
dominance and penetration of agriculture. 
The first day’s session was devoted to 
discussions on imperialism and 
agriculture and imperialist inlluence on 
cultural life The second day’s .session con 
sidered the implications of imperialist- 
dictated economic policies, industrial 
policies, educational policies and lastly, 
the increasing subordination of women to 
imperialist policies and interests. 

The convention unanimously approv 
ed the following demands; (1) oppose 
IMF, World Bank loans, (2) write oil 
foreign debt, (3) nationalise the assets ol 
foreign and Indian monopolists, (4) con¬ 
fiscate all black money, (5) acquire all ex¬ 
cess lands and distribute them among the 
tillers, (6) implement thorough land 
reforms, (7) scrap the new educational 
policy. (8) repeal privatisation of the 
public sector, (9) reduce the prices ol 


agricultural inputs. (10) stop imports of 
pornographic movies, literature, (II) ban 
all consumerist advertisements. The par¬ 
ticipant organisations resolved to form a 
committee for a united struggle on the 
above demands. Later, a march was taken 
out in the streets of the city with 2000 
people, which ended in a public meeting. 

K Narf.ndra Mohan 

Hyderabad 

Reservoir Induced 
Seismicity 

REGARDING Aparna Viswanathan’s 
‘Reservoir Induced Seismicity: A Man 
Made Disaster’ (December 28, 1991), I 
would like to point out certain factual 
drscrepancies, where the author has sug¬ 
gested that the October 20 Uttarkashi- 
C'hamoli earthquake might be attributed 
to RIS. For the onset of RIS, the primary 
condition is the existence of a reservoir, 
where the water stored could percolate to 
the stratum below, thus altering the ex¬ 
isting equilibrium between pore pressure, 
shear stress and effective stress. It is not 
‘weight ol the water' as mentioned ir. the 
article but leakage and seepage from the 
reservoir which is responsible lor trigger¬ 
ing RIS. Since the Tehri Dam is still under 
construction and there is no reservoir, 
there is no chance in the slightest that 
October 20 earthquake in the region is an 
RIS event Moreover, any seismic event in 
the vicmits of a reservoir cannot be 
indiscriminately attributed to RIS, as tt 
might be due to natural phenomenon as 
well There arc certain spccilic seismic 
chdracTeristics associated with RIS and on 
the basis ol these parameters RIS is 
distinguished from natural seismicity. 

AKt'N KtIMAR SiNCiH 
Narmada Bachao Andolan, 

Dhule. Maharashtra 
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mmunisation Debacle 


T he polio vaccine controversy, as it is being termed in 
the media, is among the inevitable consequences of 
1 short-sighted and hasty plan of hitching a ride on the 
echnology wagon. The single-minded pursuit of tech¬ 
nological objectives in the name of progress, a running 
heme in independent India, has received added impetus 
nff and on. One such initiative was the Sam Pitroda com¬ 
bine's technology missions, and the polio controversy, as 
t is unfolding now, is its end product. A Rs 1,500-million 
■unfinished project, the Indo-Frcnch venture to manufac- 
Iture a new generation of vaccines which was probably 
{Lever needed, is in jeopardy. And unfortunately, unless 
Countered, it will be financial arguments which will hold 
isway at the cost of health concerns. 

In 1988, the newly-established technology mission on 
immunisation took the decision to expand the production 
of vaccines. What prompted such a decision was a 
deliberate misreading of the situation. Certainly the 
immunisation programme was not as successful as it 
might have been and it was also true that vaccines were 
being imported and were often unavailable at various 
levels of the programme. Clearly then, by the art of 
t>utting two and two to make 22, the failure of the 
immunisation programme was attributed to the paucity 
of indigenously available vaccines. Hence came the Indian 
Vaccine Corporation to produce the ‘latest’ vaccines, the 
first among which would be the killed polio vaccine or 
the injectable polio vaccine (IPV). I^rtners in this 
enterprise were the newly-created department of 
biotechnology (which is rumoured to be on the verge of 
being axed in the current austerity drive), Indian 
Petrochemicals, and the French Institut Marieux, which 
would provide the technological know-how. 

Even then the health ministry had indicated its reser¬ 
vations about introducing the vaccine in the public health 
programme. Moreover, the World Health Organisation 
had come to the conclusion that the new injecte''le vac¬ 
cine was more suitable for use in western countiies and 
the oral polio vaccine in third world countries. This was 
not a discriminatory caution, as some born-again friends 
of the poor in the medical establishment arc implying, 
but was based on current field experience in these coun¬ 
tries. The project of eburse was not to be stopped. It went 
ahead notwithstanding the fact that the major consumer 
of the vaccine would be the health ministry and, if it 
did not accept it, the project would become unviable. 
Which is exactly why the current hue and cry after about 


Rs 3 million have been spent. 

To avoid taking an unpopular decision and failing foul 
of the Pitroda lobby, the health ministry instituted two 
projects to examine the efficacy of the vaccine, one in the 
urban slums of Bombay and the other in two villages of 
Vellore district in Ihmil Nadu. On what basis the results 
from these two widely disparate areas were to be taken 
to be true for the entire country is quite another matter; 
suffice it to say that in government departments picking 
study areas is hardly a scientific exercise. Both the studies 
came up with unsurprising findings: that the vaccine was 
effective (although a ministry spokesperson now contends 
that they were inconclusive). The Bombay study, the 
results of which have just been released, went one step 
further; it claimed polio to have been eradicated from the 
two areas where the killed virus was used, not alone, but 
in addition to the oral vaccine. And so it has come up 
with a new formula; two doses of injectable plus two of 
oral vaccine! In the meanwhile, however, the ministry had 
received reports of polio outbreaks in the Vellore villages 
which had received the injectable vaccine and had sent 
a study team to the area, the report of which has just 
appeared in the press. The team has apparently found that 
the polio outbreak, which has left 187 children affected 
and several dead, was confined to the areas which had 
received the injectable vaccine. The incidence rate in the 
IPV areas was almost double that in the OPV areais and 
in the urban areas under the former, four times as high. 
Significantly, the team has found that the drop-out rates 
in the IPV areas were three times higher than that in the 
OPV areas. 

It is unlikely that the report of the study team will 
decisively affect the future of the project. And it would 
be naive to assume that vested interest lobbies, including 
such powerful ones as the indigenous vaccine manufac¬ 
turers and importers and their spokespersons in the 
medical community, are inoperative in this affair. But it 
is a fact that because the department of biotechnology 
IS figtuing for its own survival all its projects will come 
under review Howevei, what must be stressed is the need 
to undertake comprehensive, well-designed and ethical 
siudio of iiv.' only the efficacy, but the suitability of the 
new vaccine in field conditions. The health ministry's 
stand on this count is commendable and needs to be sup¬ 
ported by the proeressive sections of the public health 
establishment, icgardless of the ultimate fate of the vac¬ 
cine project. 
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POLITICS 

CPKMrs Dilemma 

THE CPI(M), reluctantly compelled to take 
a sterner line against the government's 
economic policies at its XIV Congress, 
has since then been promising extra¬ 
parliamentary struggles, particularly agita¬ 
tions against price rise, starting mid- 
February. As yet there is little sign of these 
and even fewer indications that any mobilisa¬ 
tion towards this end is being planned. 
Periodically noises are made protesting 
against various aspects of the new policy, 
most importantly the attendant loss of 
sovereignty. If all of this is not to be seen 
as nothing more than eyewash the party will 
have to formulate a programme to guide 
emergent mass dissatisfaction. 

But there are several factors that militate 
against the adoption of a bold strategic 
course by the party. For one the party has 
lapsed into a comfortable parliamentarism 
to the exclusion of any extra-parliamentary 
action. The logic of such one-sided political 
activity leads inexorably to a pre-occupation 
with preserving the gains made at the level 
of institutional politics. The acceptance of 
this condition is itself predicated on premises 
that permit a more than warranted generosi¬ 
ty in the theoretical construction of the state 
within whose ambit these insitutions func¬ 
tion. The pursuit of limited institutional 
power in an overall bourgeois context is per¬ 
missible from a communist perspective if 
such power can, within the existing con¬ 
straints, be reasonably articulated with the 
party-led movement. It follows that the party 
must assume responsibility for forging and 
mobilising a mass front. 

What has happened instead is a subor¬ 
dination of mass activity to institutional 
activity and a preference to enter the latter 
through the electoral route. The quiescent 
mass front becomes nothing more than a 
captive vote bank for a party that has 
engineered a near-complete detachment of 
the mass sphere from the institutional 
sphere. In short it has replicated the political 
process of the hegemonic component of the 
Indian state. 

This has led-directly to the dilemma it 
faces with regard to reconciling its professed 
opposition to the new policy and the need 
to protect its government in West Bengal 
which has been assiduously wooing private 
capital, including foreign capital, to 
invest in the state. The Left Front govern¬ 
ment in Kerala too had indulged in a similar 
exercise to ensure whose success a fairly suc¬ 
cessful programme of domesticating the 
trade union movement wa.s undertaken. Jyoti 
Basu's statements of late reflect a certain 
ambiguity. He is against the exit policy in 
general but he is agreeable to “retrenchment 
of surplus workers by companies in specific 
cases by way of voluntary retirement or 
similar schemes". Since it is reasonable to 


assume that, given the circumstances all 
retrenchment of ‘surplus labour’ in the 
organised sector will be achieved by way of 
voluntary retirement or similar schemes, 
Basu is clearly not saying anything in par¬ 
ticular, as befits the leader of a government 
looking for economic benefactors who is 
also the leader of a party that has to appca.se 
Its more common political benefactors. He 
is also for the privatisation of core in¬ 
dustries. He in fact considers it “necessary 
to invite the private sector to participate 
actively" in areas like power. What the cen¬ 
tral committee of the party feels about all 
this has not been communicated to the out¬ 
side world. 

In the light of such reticence on the pan 
of the leading organs of the party, it is not 
surprising that no agitational politics seems 
to be on the agenda. Instead we are treated 
to a plethora of diversions. Party general 
secretary Harikishan Singh Surjeet com¬ 
plains that the Congress and the BJP are 
operating in collusion, a development that 
does not puzzle anybody except, seemingly, 
the CPI(M). The party participated actively 
in the drama staged by the government on 
the Kashmir border, no doubt to reaffirm 
its nationalist commitment as if to reassure 
the sceptical masses. The party is engaged 
in an entirely futile exercise in a meaningless 
election in Punjab. But to the more fun¬ 
damental problems which have implications 
for Its future, the party .seems not to be alive. 
It IS difficult to be convinced that the 
CPI(M)can act decisively unless it drastical¬ 
ly re-cvaluaies ns vision of the state and 
identifies its own location within the polity 


FOREIGN CAPITAL 

More Concessions 

THE relaxations now announced with 
respect lo f ERA companies go far beyond 
what was envisaged in the industrial policy 
unfolded at the time of the budget last July. 
The major relaxations now introduced are 
(i) permission lo use foreign brand names/ 
trade marks, (ii) Irecdom to open branches 
and liaison ofl ices, (in) freedom to resort to 
the domestic capital market for raising/bor¬ 
rowing funds, and (iv) freedom from require¬ 
ment lo obtain MRTP clearances. These 
relaxations were supposed “to level the play¬ 
ing fields”. This is a term which has come 
to be used more and more in the context of 
the economic reforms being currently 
ushered in at almost breakneck speed, but 
It IS not certain that its import is always fully 
understood On the playing field, levelling 
always assumes underlying recognition of 
the handicaps of the competitors You don’t 
pti a hcasy-weight against a middle-weight 
or light-weight There is nothing like level¬ 
ling ihe playing fields in the abstract In the 
present context, how do you pit multi¬ 
nationals against domestic companies, give 
the former the same freedoms be it in the 


use of brand names/trade marks or opening 
of branches or liaison offices, raising of 
funds from the domestic capital markets and 
even absolve them from MRTP restrictions 
and claim that you are levelling the flaying 
field? You are in fact doing nothing but in¬ 
viting the closure of domestic firms who 
wouid have simply no strength to stand the 
onslaught of the big foreign companies. 

But what does the country gain from these 
relaxations? Is it meant just to introduce 
greater competitiveness in the economy? If 
so, it flies in the face of experience all round 
that bigness promotes competition and ef¬ 
ficiency. If, however, this is one more step 
to induce larger foreign direct investment, 
are we sure we are not barking up the wrong 
tree? The clearances given to foreign invest¬ 
ment proposals by Ihe special empowered 
board add up to foreign investment of some 
Rs I6S crore (S 63 million) even though the 
total cost of the concerned projects adds up 
to Rs 1,200 crore. This distinction betwreen 
the proposed foreign direct investment and 
total project cost is extremely important to 
bear in mind, though it is often lost sight 
of. Evidently, the bulk of the project cost 
will be financed from funds raised within 
India. Is that the sort of contribution we arc 
looking for from foreign investors through 
Ihe various incentives and relaxations the 
government is offering day after day? 

Foreign companies investing in high 
technology import substitution projects, the 
German industrialists’ delegation has 
reportedly been assured by our finance 
minister, will be accorded the same status 
as export-oriented units and that, therefore, 
such companies will not have to match their 
dividend outgo with export earnings as tong 
as they save on foreign exchange through im¬ 
port substitution. 

The requirement that foreign companies 
should iii.iiLh their dividend outgo with 
export i.<i iuigs did not add up to much in 
any case. !i was a fig-leaf of a restriction, 
bandied about by the reformers of the day 
as a safeguard against drain of foreign 
exchange through foreign direct investment. 
Anyone with minimum familiarity with the 
various forms of outgo on account of 
foreign company operations would know 
how small a proportion of the total foreign 
exchange outgo of company is accounted for 
by dividends I'he most recent RBI study of 
the finances of foreign-con trolled rupee 
companies in I ndia, for the years 1984-85 to 
1986-87, published in the August 1991 issue 
of the RBI Bulletin, tells us that dividend 
remittances in foreign exchange accounted 
lot 7 5 per cent and 6.9 per cent, rc'spectively 
ol the total foreign currency expenditure 
incuried b> these companies in 1985-86 and 
1986-87, respectively. Of course, dividend 
outgo as a proportion of the exchange 
earnings of these foreign companies was 
somewhat higher at 8.9 per cent and 8.5 per 
cent, respectively, because the exchange 
earnings of these companies, taken together. 
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added up to less liian iheir total exchange 
expenditure. So, if the drain on foreign 
exchange had been a major consideration in 
deciding which foreign invest ments to allow 
I, and which to reject, it is the total outgo 
which should have been matched with 
exchange earnings and not just the dividend 
outgo. 

So it is not that what the finance minister 
reportedly conceded in his talks with the 
German delegation in itself was a big give¬ 
away (the big give-away he had offered right 
at the outset when he embarked on his 
campaign to woo the IMF/World Bank duo) 
That seems to be the objective precisely: to 
focus attention on the relatively minor con¬ 
cessions. For, after all, who can take objec¬ 
tion to the finance minister making some 
small concession, if that would attract 
sizeable foreign investment into the country? 

BIHAR 

Caste Politics 

THE massacre of an estimated 40 persons 
in Bara village m Gaya district is one more 
instance ol the pervasive caste loyalties 
and antagonisms in Bihar spilling over 
periodically into caste wars The latest inci¬ 
dent IS a retaliatory killing by lower castes 
for the massacre of 10 Hanjans at Main and 
Barasimha villages, also in Gaya district, in 
Dcccmbei last year by the Savarna 1 ibera 
tion Front (SLF) led by one Ramadhai 
Singh ‘Diamond’, the SI I is a Bhumihai 
army and, along with the Sunlight Sena, the 
Rajput army, has been harassing the lowei 
castes in the district With caste constituting 
the mam basis ol opjiression it is not sur¬ 
prising that anti-oppressi •, movements take 
on caste oveitoncs a’.- caste is also the site 
of contest for political power In its rawest 
lorm this contest is organised around 
privately funded and maintained caste 
armies and in its most sophisticated lorm 
It takes on the appearance ol paiiv political 
affiliations. At both levels violence is never 
far from the surface 

The close link between the two levels is 
evident in the resjxmse to the latest massacre 
The upper castes m general, smarting under 
two years of backward caste control ol the 
state government, have been qinek to pin the 
blame on Lalloo Prasad Yadav for pro 
moting casteist politics The Mandal report 
is still an irksome matter tor the upjser 
egstes, no matter that its implementation has 
not got anywhere thanks to pussyfooting by 
the Supreme Court For the state govern¬ 
ment the incident is only an embarrassment 
since the Bhumihar never did, nor ever will, 
support the Janata Dal. If anything, some 
shrewd moves at this stage can enable it to 
retain the newly-acquired support of the 
dalits. On the other hand, the Congress can¬ 
not project this incident as a political issue 
since Bhumihars are and dalits were part of 
its electoral base. That the party has not 
(iven up the dalii constituency as being 


perpetually alienated is clear. There is a 
suspicion of Congress complicity in the 
frequent clashes between dalits and 
backward castes as part of its attempt to 
wean the former back into the party’s fold. 
Given this the parly is unable to utilise this 
as an issue to weaken the state government. 
It has instead concentrated on blaming the 
law and order forces. At a more morbid level 
of manoeuvring, the tragedy is being 
employed in a game ol the intra-party onc- 
upmanship. Sitaram Kesri has been seeking 
to take control of the state party organisa¬ 
tion in the ongoing election process, or at 
least to counter Jaganiiath Mishra’s power 
In this context it docs not come as a surprise 
that Mishra has reportedly laid the blame 
for the carnage on Sitaram Kesn. it is his 
claim that Kesri, a recent convert to the vir 
lues of Mandal, had visited Main-Barasimha 
last month and publicly instigated the local 
backward castes to retaliate against the for¬ 
ward castes Given that in Bihar caste-rooted 
politics casts Its shadow on just about any 
development, ii makes little sense to vit*w it 
as merely a law and order problem 

St( DRITY 

Unplanned Families 

A Correspondent writes: 

IN a fit of ingenuity, union minister 
Makhanlal Fotedai has come out with the 
smart proposal that couples with more than 
two children should be disenfranchised. A 
noted journalist has, however, contested 
lotedai's claim lo originality, contending 
that he (ilie journalist) had been recommen¬ 
ding this punitive measure for the last 10 
years 

Wiihoui anv prejudice lo the merit-v ol 
either the proposal or the coiilesiants, there 
IS rciom lot a caveat If all this is really 
intended for the healthy growth and 
management ol the national economy, as it 
IS pinpoited to be. then the punitive net 
vlioiiUI be esieiided somewhat turlher to 
esclude piogenilors ol large families from 
high offices, pjrliciilailv those entitled to 
special security piotection fhe present 
prime minisic' may be cited as a case m 
jxiini 

According lo a recent report in The 
Telegraph, C'alcuiia, the highly expensive 
security cover of the Special Protection 
Group (SPG) has to be extended to 32 
members of the prime minister’s family, 
presumably in Andhra Pradesh. 

Will the concerned authorities provide 
some details about these security opera¬ 
tions? Who exactly, and up to which genera¬ 
tion of the prime minister's family, are 
included in these VVIP 32? What is the total 
expenditure involved in these operations and 
so on? 

It would also be worthwhile to have a list 
of VVlPs entitled to SPG protection who 
have more than two offspring. 


TWENTY YEARS AGO 

LPW, Annual Number, February 1972 
Romesh Thapar writes: 

Nineieen seventy-one was eventful 
enough, but we arc beginning lo wonder 
whether 1972 is going lo be even more so. 
Ihe boredom of the transitional years is 
over There is a new expeciancy in ihe air. 
Indira Ciandhi sjsarks the mood Myths and 
legends are being built around her and her 
rule Indira is a phenomenon like Mao. it 
IS said Indeed, even it we were to stop at 
our present level of economic and political 
IK'rrorinancc, it's on Ihe cards that sse would 
tor some lime appear healthy with a zero 
rate of growth 

\X tielhci II IS McNamara of the World 
Bank or a visiiing tycoon, we no longer hear 
Ihe usual crilicism A song ol praise— 
asloiiished, bashful pracse—plays on the lips 
of visiiors Our middle-class elile. fattened 
beyond recognilion by 25 years of economic 
bucaneering, thrills to this sweet melody 
Maybe, the great new age is dawning for 
Bharat —that is, as ihc president and the 
prime minister constantly remind us, if we 
stick together, abandon senseless strife, and 
work lor the common good No one is 
sjrelling out Ihe future That's too dangerous 
an occupation It gels you committed. 

Those whose minds are not fogged by 
myth and legend study the growth of scx'rel 
societies, regionally based, and Ihc incredi¬ 
ble anger of emotional formations like the 
DMK when challenged on the trade union 
front The more doctrinaire Marxists sec the 
writing on the wall and again start em¬ 
phasising the need lor autonomy to Ihe 
regions Are we playing with lire’’ Or do we 
understand the long-lciin perspectives 
before our corilirieiilal polity? 

f he eleclioiis defy easy analysis I hey arc 
being held so soon allei the connicl with 
Pakistan that it is difficult to decide whether 
the voter will be able lo detach himself from 
irrclevancies The report liom the grassioots 
suggests that Ihc contests will be closely 
loiighi, and ih.i: ihe landslide ol Iasi year 
IS not indicated Haid fought clecuon 
coiilesis, in which issues prevail over per 
sonaliiies. and genuine prsliiical workers ate 
deiiiaicaied Irom the manipulators, would 
emtvhasise the health ol Indian demiHiacv 
I'nIortunaicly, so much ol the challenge lo 
Indira Gandhi is Irom obscurantist forma 
tions on the Right and rigidly doctrinaire 
groups on the I ell. that one is prepared lo 
forgive and forget what goes on in the ruling 
parts 

Wherever one goes in Delhi, one can 
sense the crystallising of a new tear Power 
IS gelling concentrated It must be more 
widely diffused in our continental system 
I hese sentiments are expressed in general 
icrms, but they are guile different from the 
mood ol two years ago when a certain con 
ccniraiion of power was being urged fhts 
mas well be a specifically ‘Delhi 
Phc-nomenoii' We arc. after all, loo close 
lo isower But, jserhaps. we are articulating 
wh.it the stale capitals arc beginning to leel 
now ihal election tickets and ministerships 
.lie doled out in Delhi 
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THE MARKETS 


Record Rabi Oilseeds Crop 


I) P Sharma 

IHL emerging edible oils scenario 
presenis an intercsiing study. Going by the 
laiesi assessment by a cross-section ol the 
trade and industry of the rabi crops posi¬ 
tion, production ol nine cultivated oilseeds 
this season is certain to set a new lecord 
of over 200 lakh tonnes, exceeding last 
season’s record output of 191 lakh tonnes 
by at least 12 lakh tonnes F or the second 
successive season rabi oilseeds produciion 
will be higher than the khai if outturn, as 
counting loi 55-56 per cent ol Ihi total 
oilseeds oulpul I he signilicaiit increase 
in the iclatise share ol rabi oilseeds in the 
total oilseeds production is aliributable to 
a marginal decline in kharil output -90 
lakh tonnes against 91 2 lakh tonnes in 
1990-91—and a really impressive increase 
in rape-imistdid seed production which is 
now generally reckoned al over 70 lakh 
tonnes (inclusive ol toria) The summer 
groundnui and sunflower ciops also are 
expected to show an impiovctneni over 
last season's harvests 

(•-dible oil puces which had displayed 
remarkable conira-seasonal lirmness dm 
ing the khaiil niaiketing season have 
developed a distinctly easy tendency even 
before ihe commencement ol the rabi 
marketing season It was the paiiial lailuie 
ol Ihe groiindnui crop in Saurashiia 
which lesulied in a much smaller than 
generally anticipated groundnut ciop out¬ 
turn 1 his along with ihe then unceiiain 
outlook loi tabi cIop^ because ol the pro 
longed dry spell had a siiong mlluence on 
the Hade's puce expectations Speculative 
elements lully exploited the change m 
market psychology This is what contii- 
btited to the contra seasonal rirmness dui- 
ing the khan I marketing peiiod 

The inaiket scene began to undiigo a 
change as Ihe government cxpiessed deep 
cOneern ovei I he high edible oil pi ices and 
indicated its dcieiminaiion to bung down 
prices by combining persuasicm and coer 
cion with import of edible oils 1 he near- 
certain piospeci of biinipei rabi oilseed 
ciops III ihe wake ol highly salislaclory 
weather conditions all through brought 
about a profound ihange m market 
psychology. With prices inclined lowei, 
hoarded slocks started coming to the siir- 
'face and speculators adopted a low pio- 
filc. The dismal failure ol the experiment 
with a voluntaiy Iree/e on groundnut oil 
prices prompted the government to an¬ 
nounce that It would be importing three 
lakh tonnes of edible oils by the end of 
March even though the country expected 
to reap a biimpei rape-mustard .seed crop. 


Since the anticipated impressive in¬ 
crease in rabi oilseeds production is ac¬ 
counted for entirely by edible oilseeds hav¬ 
ing high oil content, domestic availability 
of edible oils i his season could well show' 
an increase of about five lakh tonnes over 
that in 1990-91 Inquiiies with informed 
sources indicate that the three lakh tonnes 
to be imported by March-end include 
66,(X)() tonnes already imported by the 
SIC before the end of October li is Ihe 
balance of 2.34 lakh tonnes which remains 
lo be impoited. In other words, on ciir- 
lent reckoning, 2.34 lakh tonnes of edible 
oils are being imporied to augment dome¬ 
stic supply this season. Ol this, 80,000 
tonnes are to be imported by Ihe slates m 
meet their pressing requirements undei the 
PDS and the balance by the SIX' 
Rcneciing the substantially improved 
supply prospects, edible oil prices have 
legisiercd si/eabic declines since aboiii ihe 
beginning of the year. By l ebruary 12. the 
price of tiuistaid oil (wholesale) came 
down bv Rs 5,400 a lonne, ol refined soy¬ 
bean oil by Rs 5,3CX), ol refined collon- 
seed oil bv Rs 5,11K), ol sesame oil by 
Rs 4,0(K)aiKl ol gioimdiun oil by Rs 2,6(K) 
a lonne Fences ol all edible oils, excep¬ 
ting kardi oil, aic quoted lowei than a year 
ago (lor details see the awompanying 
[able.) Ldiblc oil prices can be expected 
U) ease Inrihci undei pressnieof rabi crop 
supplies wilh ihc progress ul the maikcl- 
ing season m due course 

l ar Irom being a mallei ol loncem, the 
decline in puces should be welcomed lor, 
despite the snbsiantiul decline ihal has oc¬ 
curred, the luling prices aie 30 lo 45 per 


cent higher than those two years ago. It 
is also worth noting that the decline m 
prices at the wholesale level has hardly 
had any noticeable effect on prices at the 
retail level which is what really matters. 

I hat apart, the ruling oilseeds prices are 
60 per cent to 66 per cent higher than the 
enhanced support prices of oilseeds fixed 
for the current season. There is no chance 
of prices coming down lo anywhere near 
the support levels. The record spread of I 
Rs 8,0(X) a tonne between the prices of 
groundnut oil and mustard oil is a matter 
of considerable concern calling for effec¬ 
tive measures to boost the demand for 
mustard oil m order to minimise its possi¬ 
ble adverse impact on future production 
of lapc-musiard seed which has a good 
growth potential. 

In a situation where the government 
teels concerned about the prevailing high 
prices and has to think of augmenting 
domestic supply through imports, t^e 
NDDB can have no legitimate ca.se for in- 
lervcning in the market lor supporting the 
cause ol growers who have, in fact, seldom 
had It so good. The point could also be 
made thai il the NDDB were earnest 
about promoting the growers’ cause, it 
should he negotiating direct deals with 
groweis instead of clfecting purchases 
liorn the open market Procurement of 
oilseeds/oils by the NDDB for the manu- 
facitire of ‘Dhara’ brand oils must be 
regarded as a purely commercial operation 
which needs to be clearly distinguished 
Irom a maikel intervention operation 
(MIO) NDDB would do well to shed all 
pretensions about its success in imparting 
stability to the market through MIO 
which has lost all its relevance after the 
discontinuance ol the price band scheme. 

In IIS report on price policy for the 
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'kharif crops in the last season, the Com¬ 
mission for Agricultural Costs and Prices 
(CACP) has made some very pertinent 
observations on the role of NDDB which 
merit mention. CACP staie,s that the 
NDDB has acted as a trader with most 
favoured status rather than an interven¬ 
tion agency. The quantities of oils released 
by«the NDDB in different months were 
"too meagre” to make a dent on rising 
prices in the market. Rather than selling 
oil at a fixed price its sales were only 
nominally below the open market prices. 
CACP opines that in their present form 
market interventions were unlikely to be 
of any help either to the producer or to 
the consumei. It has recommended the 
setting up of a high-powered committee 
representing all the concerned ministries 
to review the entire scheme of market in¬ 
tervention in edible oils to make it con¬ 
sistent with the iniciests of the farmers 
and the consumers. 

There is very little that any high- 
powered committee can contribute lo 
evolving an appropiiaie siraicg> foi the 
management ol the edible oils econonis 
The plain laci is that domestic siipplv re 
mains short of demand The concept ol 
market intervention opctations is inesiri- 

COMPANIES 

Rough Weather 

PREMIER AUTOMOBILES experienced 
rough weather in 1990-91. Piofiis and pro 
fitability showed a dc'linc despite an in¬ 
crease in net sale- Se.erid (actors con¬ 
tributed to this outcome. I he tremendous 
cost-push inflation led to an inesitable 
demand slump. The rise in cost ol inputs 
\yas also substantially due to increase in 
excise duty. 1 he credit squeeze and in¬ 
crease in interest rates also had a dampen¬ 
ing effect on profits. The machine lool 
unit at Chinchwad sullered production 
losses due lo restrictions on impoits im¬ 
posed by the Re.scrve Bank. Liquidity was 
severely strained 

Net sales showed a slight impiovenicnt 
ol 4.1 per cent over the precious ycai 
While operating profits improved by 14.8 
per cent, gross profits were reduced shaip- 
ly by 34.5 per cent due to an increase ol 
29.2 per eent in interest charges. The 
decline in profits before tax was 60.5 per 
cent while profits after tax deteriorated by 

56.4 per cent. 

During 1990-91, the company produced 
32,984 Premier Padmini cars, a fall of 5.4 
per cent over 34,865 cars in the previous 
year. However, there was an increase of 

29.5 per cent in the production of the 
1I8NE model from 7,496 to 9,706 

On the export front the company could 
not achieve the expected results due to the 


cably linked with the concept of a price 
band scheme. The scheme of price band 
hai^had to be dispensed with as it was 
found unworkable, it is easy enough to 
resort to procurement to keep prices above 
the lower limit of the price band. But the 
upper limit of the price band cannot be 
enforced without assured supply ol oil at 
that level. This is possible only when the 
government is willing/able to import oil 
in sufficiently laige quantities entailing 
huge foreign exchange expenditure. 

The oilseeds sector has performed lajrly 
well on the export front Total export eai n 
ings during the lirsi nine months (Apiil- 
December) are placed at Rs 564 61 croie. 
21.2 per cent up over the previous year's 
corresponding figiiie of Rs 465.78 cioie 
Oilmeals account loi as much as 90.4 per 
cent of the total export earnings, up 29 2 
per cent from Rs 395 .34 ciore to Rs 510 6^ 
crore Exports ol oilseeds weic down hv 

33.5 per eent Ironi Rs 62.32 crore lo 
Rs 41.44 crore Exports ol niinoi oils weic 
higher at Rs 12 54 cioie againsi Rs 8 1,3 
cnire in the previous yeai. Ol total expoi i 
earnings. 91 2 pei cent came Irom the 
general curiencv aiea LOimliics, the n'l 
responding liguie lot the same period l.isi 
yeai being only 2^4 pei leni 


Ciull ciisis and uiicertamiies ol dehveiv 
schedules F-xpoii ol machine tools leceiv 
ed a setback during 1990-91 due lu the 
reees'.ion.iiV liencl in USA .mil I uiopc 
and tuimoil in USSR .md other last 
European couniries 1 he company could 
not execute oideis woilh Rs 2 crore receiv¬ 
ed liom the US.SR Export earnings ol the 
ccmipany legisiered a fall Irom Rs 8 5| 
croie to Rs 1 86 cioie As against this, the 
lorcign exchange outgo was Rs 31 13 crore 
The companv achieved indigeiiisation lo 
the extent ol 9.3.2 per cent in the 118NE 
cai and proposed to incicase it further 
Ptemicr has tic-iips with AVI ol Aiistiia 
and Powei Design International ol USA 
designed to improve the peifoiinaiice ol 
the Premier Padmini cat. The company 
has also entered into a technical collabora¬ 


tion with Dorries Scharmann GmbH, 
Germany, for the manufacture of CNC 
vertical turning centres. 

To finance the indigenisation and 
modernisation programmes, leading finan¬ 
cial institutions like ICICI, IDBI, and 

I EL 1 have sanctioned term loans of Rs 80 
croie In addition, lease finance of Rs 15 
crore and discounting facilities amounting 
to Rs 10 ciore for purcha.se of capital 
goods have also been sanctioned. The 
company also raised Rs 20 crore by way 
ol issue of non-convertible debenture. It 
fuither proposes to issue non-convertible 
debentures worth Rs 25 crore to financial 
msiiiutions on private placement basis. 

PARASRAMPLIRIA SYNTHETICS 

Expansion under Way 

PARASRAMPURIA SYNTHETICS 
repot led excel leni performance in 1990-91. 

II achieved an increase ol 49 7 per cent in 
luinover Profits before tax and after tax 
zoomed by 75 6 pet cent and 109.7 per 
cent, respectively However, the perfor¬ 
mance ol the company during the first 
h.ill ol 1991 92 has noi been as good. Net 
sale iccoided an increase of .36 per cent 
while gross pioliis moved up by 13 per 
cent during this period Net profits show¬ 
ed a decline ol 10 per cent ovei the corres¬ 
ponding period ol the previous year. 

During 1990 91 ihe company produced 
6,(XX) tonnes ol svrilhelic yarn as against 
3,862 tonnes in the previous year, an in- 
ciease ol .ss 4 pei cent I he companv pro¬ 
duced thiee varielics ol lilament varn, 
namely, polvesier, nylon and polypiopy- 
leiie. Sales ol these piodueis went up by 
51 4 pel vein Irom 3,776 tonnes to 5,715 
tonnes Polypiopylene mulii-lilamcnt 
yarn, iniroduved iindei the brand name 
■Paiaslene' lor the first time, was also well 
leceived m the markel 

Ihe company h.is taken up several ex¬ 
pansion proiecis 1 he increase Ol spinning 
capacity lor maniilaciure ol filament yarn 
by 3,7.50 loniics was completed and pro¬ 
duction commenced much ahead ol 
schedule The company plans to set up a 
polycondensaiion plant lor manufacture 
ol |5,(XX) tonnes ol yarn grade polyester 
chips, which IS expected lo be completed 
bv the end ol 1991-92 Besides, two addi- 
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tional spinning lines having an annual 
capacity of 3,000 tonnes, raising total 
capacity to 15,000 tonnes, are also pro¬ 
posed to be completed during 1991-92. 

The company is also planning to gear 
up its exports. It has a proposal to set up 
a 100 per cent export-oriented unit for 
producing cotton varn with a capacity of 
25,000 spindles. The unit, costing Rs 43 
crorc, IS proposed to be located in a cot¬ 
ton rich region of Madhya Pradesh. The 
company further plans to diversify into 
manufacturing cotton and polyester 
blended yarn mainly for export, foreign 
exchange earning in 1990-91 was Rs 0.92 
lakh as against a foreign exchange outgo 
of Rs 1.273.50 lakh. 

MYSORh kIRLOSKAR 

Accent on R and D 

MYSORE KIRLOSKAR. the largest 
manufacturer of machine tools in the 


private sector, achieved an increase of 15.7 
per cent in net sales. However, margins 
came under severe pressure due to increas¬ 
ed interest cost and other expenses. 
Operating profits showed a marginal fall 
of 0.5 per cent. Due to an increase of 31.9 
per cent in interest charges, gross profits 
fell by 26.1 per cent. Net profits tumbled 
by 45 per cent. 

The company has been exporting machi¬ 
nes and castings. Export earnings at 
Rs 8.5 crore in 1990-91 recorded a decline 
of 22.2 per cent. This was mainly due to 
recession in the global markets and 
upheaval m the European economies. The 
company has substantial export orders on 
hand. As against foreign exchange earning 
ol Rs 9.08 crore, foreign exchange outgo 
was Rs 5.29 crorc 

In con.sonance with government policy 
the company is embarking on ness lines 
of manufacture such as packaging and 
lood processing machinery, the demand 
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for which is expected to go up substan¬ 
tially. The company also intends to act as 
the representative of Spectrospin AG, 
Switzerland, for marketing medical equip¬ 
ment in India. 

The company has R and D centres at 
Harihar and Hubli where designing and 
development of new products suejf as 
CNC-journal grinders, profile plunge 
grinders, pin grinders and development of 
new feature and improvements to the 
existing machines are being undertaken. 
Expenditure on R and D formed 3.7 per 
cent of turnover. The benefits derived 
from R and D are substantial savings in 
foreign exchange by producing numerous 
import subsiitution products, shifting pro¬ 
duction lines from low technology pro¬ 
ducts to sophisticated high technology 
products including CNC machines. Future 
plans include the development of machi¬ 
nes with advanced features like auto¬ 
loading multi-dia gauges and Hexible 
macliinerv s\stems 

ANDHRA PRADESH PAPER 

Better Capacity 
Utilisation 

ANDHRA PRADESH PAPER registered 
an increase of 12 6 per cent in net sales 
during the year ended March 1991. 
Despite an increase of 30.2 per cent in in- 
leresi charges, gross profits improved by 
9.6 per cent Cirowth m profits belore tax 
was only 8 per cent mainly due to an in- 
ciease of 18 9 per cent in depreciation 
charges. Profits after tax showed a decline 
ol 17 2 per cent on account of higher lax 
provision 

Production ol paper and paper-board 
increased by 6 6 per cent from 83,469 ton¬ 
nes to 88,979 tonnes. There was an im- 
Iirovemcnt in capacity utilisation from 
'X)2 per cent to 96 2 pci cent. Despite 
sluggish demand lor paper in the latter 
hall of the vear, the company was able to 
enhance sale ol paper from 84,64(i ton¬ 
nes to 88,085 tonnes, mainly due to inten¬ 
sive marketing efiorts 

rhe company made a modest beginn¬ 
ing on the export Iron! by exporting 1,647 
tonnes of paper m 1990-91, earning 
foreign e.xchange of Rs 2.34 crore. Exports 
were directed towards Sri Lanka, Bangla¬ 
desh, Nepal and Singapore. The company 
IS exploring the possibility of extending its 
exports to West Asia, Thailand and other 
countries. 

The performance of the company for 
the hall-year ended September 1991 show¬ 
ed that net sales improved by 4 per cent 
while gross profit declined by 19 per cent 
over the corresponding period of the 
previous year. Net profits showed a 
deterioration of 29 per cent 

During the year under review the com¬ 
pany had to purchase bamboo and hard 
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wood from private loiipoes «tlie ti^iply 
fiom government sources was inadequate. 
This resulted In an increase of 14.6 per 
cent in raw material costs. However, the 
company has been allotted coupes for ex- 
' traction for six years from 1990-91 at an 
enhanced rate of royalty. In order to en¬ 
sure uninterrupted supply of raw materials 
in the wake of changing government 
policy, the company has taken short-term 
measures such as buying up additional 
sources of supply, changing the raw 


mateml mix and imtMtting secondary 
fibre. As a long-term measure, schemes of 
industrial plantation, social forestry and 
farm forestry have also been undertaken 
up. R and D efforts have been directed 
towards improved seeds and use of un¬ 
conventional raw materials. 

The company has drawn up schemes 
for modernisation and renovation of the 
plant and is now in the process of tying 
up the finances for implementing the 
schemes in a phased manner. Production 


capacity has been increased from 70 ton- 
nes/day to 300 tonnes/day. The company 
has undertaken a project for captive power 
generation and to expand production 
capacity to 400 tonnes/day. It is also ex¬ 
ploring potential areas for diversification. 
Choice of technology for the project for 
manufacture of caustic soda/chlorine is 
being examined. 

The funds flow in 1990-91 is estimated 
at Rs 60.67 crore. Shareholders’ funds 
formed 56 oer cent of total sources. 


IN THE CAPITAL MARKET 


Gujarat Inject Kerala 

GUJARAT INJECT KERALA is issuing 
20.88 lakh equity shares of Rs 10 each 
at par, of which 8.75 lakh shares are be¬ 
ing offered to the Indian public The issue 
will open on Rdtruary 25. The share issue 
will raise the company’s paid-up capital 
from Rs 71.63 lakh to Rs 4.46 crore Pro¬ 
moted as a joint venture by Gujarat Inject 
and Kerala State Indu.strial Development 
Corporation, Gujarat Inject Kerala is set¬ 
ting up a project to manufacture IV solu¬ 
tions like dextrose, saline electrolite and 
other special solutions at Palghat in 
Kerala. The plant will have a capacity of 
70 lakh bottles per annum. The project 
cost of Rs 8.92 crore will be financed 
through equity capital of Rs 4.26 crore, 
term loans from IFCI of Rs 4 crore (in¬ 
cluding foreign currency loan of Rs 2 92 
crore), interest-free loan of Rs 60 lakh 
from Gujarat Inject and state subsidy ol 
Rs 6 lakh. KSIDC is participating in the 
equity issue to the extent of Rs l.l I crore 
(26 per cent) and Gujarat Inject will con¬ 
tribute Rs 1.07 crore (25 per cent). PNB 
Caps and Federal Bank are the Lead 
Managers to the issue 

Shree Precoated Steels 

SHREE PRECOATED STEELS is issu¬ 
ing 1,55,14,9.30 equity shares of Rs 10 
each at par, of which 54,25,(XX) shares are 
being issued to the Indian public. The 
issue will open on March 9. The com¬ 
pany’s paid-up capital will go up from 
Rs 98.51 lakh to Rs 16.50 crore as a result 
of the issue. Promoted by the Ajniera 
group in collaboration with Cockerill 
Mechanical Industries. Belgium, Shree 
Precoated Steels is setting up a project 
at Sanaswadi near Pune with facilities for 
a continuous coating line with a capacity 
of 50,000 per annum of precoaled >iecl 
strips using the latest reverse-roller 
coating method. M N Dastur and Co is 
technical consultant to the project. The 
main applications of the PVC/colour 
coated steel/aluminium strips are in 
building construction, domestic appli¬ 
ances, bus bodies, furniture, etc. The 
plant will go into operation in April this 


year. The cost ol the project is estimated 
at Rs 39.20 crore and will be financed 
through equity capital Rs 16.50 crore 
(promoters’ contribution Rs 9.75 crorc 
and public issue Rs 6.75 crorc), rupee 
loans Rs 18.43 crore and foreign currency 
loans Rs 3.97 crorc ICICI (Merchant 
Banking Division) and Bank of Baroda 
(Merchant Banking Division) are the 
Lead Managers to the issue 

Satyam Computer 
Services 

SATYAM COMPUTER SERVICES 
plans to enter the capital market shortly 
with a public issue ol equity shares ol 
Rs 10 each at par I he issue will pan 
finance the company’s Rs 15.90 crorc l(X) 
per cent export-oriented unit for soft¬ 
ware export at Hyderabad Thecompaii) 
has commissioned its software tech¬ 
nology park at Madras, becoming the 
first private sector Indian company to 
have a 64 kilobits/sccoiid capacity 
sateliite circuit in India Set up as a 100 
per cent LOU, this facility boasts ol the 
only Token Ring network being used 
commercially in the country. Saiyani in 
tends to develop its Madias unit into 
one of the most modern IBM sollwarc 
development facilities in the country The 
cximpany has already entered into arrange¬ 
ments with software vendors m USA lor 
use of their propiictary sollwarc like 
TRAPS, ADW, DB2, besides IMS, Mf 
COBOL Workbench II, OS/2 Presenta¬ 
tion Manager, etc The unit also boasts 
ol a highly sophisticated video-based 
software training lacility This facility will 
serve as a springboard for Sat yam’s am¬ 
bitious sollwarc technology park project 
at Hyderabad. This will be the largest 100 
per -nt LOU for soltware exports in the 
country mid will boast ol siatc-ol-ihc-ari 
communication and wimputer tacilitics 
This computing lacility will enable 
Satyam engineers to simultaneously work 
on different mainframe ccnpulcr systems 
like IBM. HP and DEC located at 
overseas client facilities. The i me dif¬ 
ference will enable the company to ac 
cess the clients’ computers at night when 
they are generally idle. All this will r,.suli 


in soltware development at most econo¬ 
mical prices. The company has already 
bagged an offshore contract valued at 
Rs 2 crore trom Deere and Co, a major 
industrial corpoiation ranked 62nd on 
the hortune SOO list 

Rico Agroils 

RICO ACROILS has received CCI con¬ 
sent lor the issue of equity capital to the 
extent of Rs 505 lakh (including public 
issue of Rs 210 lakh). Promoted by Rico 
Auto Industries, the company is setting 
up a solvent extraction plant to process 
300 tpd of soya or 400 tfid of rapeseed 
oil cake at Chattapura in Bundi district 
of Rajasthan. The project is in an ad¬ 
vanced stage of implementation with 
most of the plant and machinery having 
arrived at the site. The company expects 
to commence commercial production in 
April this year The expected turnover at 
60 per cent capacity utilisation is Rs 30 
crore in the first year and about Rs 65 
crore in the optimum years of operation. 
The company has plans to set up, as a 
forward integration project, a unit for 
refining rapeseed oil and soyabean oil 
which IS expected to be commissioned by 
Octobei this year 

Gem Eyeadorns 

GEM EYEADORNS is planning to 
manufacture ultraviolet blocking organic 
ophthalmic len.ses, spectacle frames and 
sunglasses for the local and export 
markets. The project is located near 
Baroda. The products proposed to be 
manufactured by GEL. i e, hard coated 
scratch resistant, shatter resistant, 
organic ophthalmic lenses will be 
manufactured and marketed in India for 
the first time. The total cost of the pro¬ 
ject IS Rs 603 lakh and is proposed to be 
financed by equity Rs 500 lakh (pro¬ 
moters Rs 200 lakh, NRi public 150 lakh 
and Indian public Rs 150 lakh), term 
loan/DPG/USL Rs 88 lakh and sub¬ 
sidies Rs 15 lakh. To part finance the pro¬ 
ject, GEL proposes to enter the capital 
market by the middle of this year. 
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STATISTICS 


Variation (per cent) 


Index Numbers of Wholesale Prices 


Latest 

Over 

Over 

Over 





(1981 82 - 100) 

Weight 

Week 

Last 

l.a$t 

March 

In 

In 

In 

In 



18-I-92 

Month 

Year 

31, 1991 

90-91 • • 

89-90 

88-89 

87-88 

All Commodities 

100.0 

2I4.I 

1.7 

12.6 

11,6 

10.3 

7.4 

7.5 

8.2 

Primary Articles 

32.3 

229.8 

2.4 

18.3 

17,5 

12.8 

2.5 

4.6 

11.7 

Food Articles 

17.4 

253.3 

2.3 

20.2 

20.2 

12.3 

l.l 

9.9 

8.8 

Non'food Articles 

lO.I 

244 3 

3.1 

18.1 

16.1 

17.0 

3.8 

-1.7 

21.6 

Fuel. Power. Light and lobricanls 

10.7 

208.6 

5.0 

11.4 

10.6 

12.1 

40 

5.6 

2.9 

Manufactured Products 

57 0 

206 3 

0.6 

9.5 

8.4 

8.3 

11.2 

9.4 

7.8 






Variation (per cent) 



Cost of Living Index 


(.atcsl 

Over 

Over 

Over 






Base 

Month 

Last 

l-ast 

March 

In 

In 

In 

In 




Month 

Year 

1991 

1990-91 

1989-90 

88-89 

87-88 

Industrial Workers 1982 - 100 

225" 

0.9 

13 6 

11.9 

11.2 

6.5 

9.1 

9.0 

Urban Non-Manual Employees 1984-85 - 100 

185'“ 

0.5 

14.2 

9.5 

11.0 

6.9 

8.2 

7.9 

Agricultural Labourers July 60 to 

990"’ 

1.5 

23.1 

15.4 

75 

3.2 

11.4 

12.5 

June 61 100 













Variation (per cent in 

bracket s) 



Money and Banking 


Latest 

Over 

Over 

Over 







Week 

Last 

l.ast 1 

March 31, 

In 

In 

In 

In 



(27 12-91) 

Month 

Year 

1991 

90-91 

89-90 

88-89 

87-88 

Money Supply (M,) 

Rs crore 

3,01.168 

2,612 

45.032 

35,732 

34.300 

28.571 

22,027 

22,295 




(0 9) 

(17.6) 

(13 5) 

(3.6) 

(18.1) 

(15.7) 

(18.8) 

Net Bank Credit to Government Sector 

Rs crore 

1,59,169 

1.788 

22,864 

18,970 

21,778 

12,715 

12,811 

12,776 

Bank Credit to Commercial Sector 

Rs crore 

1,79,964 

362 

18,069 

6,817 

19,552 

20.531 

12,389 

11.294 

Net Foreign Exch Assets of Banking Sector Rs trore 

15.079 

3,055 

5,966 

6.513 

1.429 

637 

682 

1.314 

Deposits of Scheduled Commercial Banks 

Rs crore 

2,19,748 

1,864 

34,009 

22.479 

24,230 

22,041 

15,321 

17,320 




(00.9 

(18.3) 

(11.4) 

(14.5) 

(18.7) 

(14 9) 

(20.3) 

Fbreign Exchange Assets 

Rs crore 

9,490 

2.525 

7,046 

5.102 

-1,710 

600 

- 508 

604 




(36 3) 

(288 3) 

(116 3) 

( - 30.0) 

( 9.5) 

(-6.6) 

(8.6) 

Index Numbers of Industrial 

Weight 

Latest 








Production 


Month 

Averages for 


Variulion (per cent) 


(1980-81 = 100) 


(July 91) 



In 

In 

In 

In 

In 




1991-92 

1990-91 

1990 91 

1989-90 

1988-89 

1987-88 

1986-87 

General Index 

1000 

203.2 

199.8 

201 3 

8 4 

86 

87 

7.3 

9.1 

Mining and Quarrying 

II 5 

2(K) 0 

208.4 

211 1 

3 5 

63 

79 

3.8 

6.2 

Manufacturing 

77 1 

196 8 

192.1 

195.7 

92 

86 

87 

7.9 

93 

Electricity 

114 

249 5 

243.8 

229 4 

8.6 

10.8 

9 5 

7,7 

10 3 

Basic Industries 

39 4 

NA 

NA 

NA 

4 3 

5 4 

99 

5.6 

9.2 

Capital Goods Industries 

16.4 

NA 

NA 

NA 

21 9 

22 4 

7.0 

15.9 

18.2 

Intermediate Goods Industries 

20.5 

NA 

NA 

NA 

5 6 

4 3 

II 5 

4.8 

4 4 

Consumer Goods Industries 

23 6 

NA 

NA 

NA 

NA 

6 3 

4 2 

6.5 

7.1 

Durable Goods 

2.6 

NA 

NA 

NA 

109 

1 7 

12 0 

78 

189 

Non-Durable Goods 

21.0 

NA 

NA 

NA 

5 2 

7 5 

2 5 

6,2 

4.9 

Foreign Trade 

Unit 

1 atest 

Cumulative for* 








Month 



In 

In 

In 

In 

In 



(Oct 91) 

1991 92 

1990-91 

1990 91 

1989-90 

1988-89 

1987-88 

1986-87 

Export 

Rs crore 

3,442 

22,324 

17,761 

32.527 

27,681 

20,232 

15,674 

12,452 






(17 5) 

(36 8) 

(29 1) 

(25.9) 

(14.3) 

Import 

Rs crore 

4,209 

25,473 

23,103 

43,171 

35.416 

28,235 

22,244 

20,0% 






(21.9) 

(25 4) 

(26 9) 

(10.7) 

( 2.2) 

Balance of Irade 

Rs crore 

-767 

- 3,149 

5,342 

-10,644 

-7,735 

8,003 

- 6.570 

-7,644 

Employment Exchange StatiMica 

Unit 

1 atest 

Cumulative for* 








Month 



In 

In 

In 

In 

in 



July 

1991 

1990 

1990 

1989 

1988 

1987 

1986 

Number of Applicants on Live Register 










as at end of F^riod 

1 housand 

35,580 

35,580 

34.098 

34,632 

32,776 

30,050 

30,247 

30,131 

Number of Registrations 

Thousand 

784 

3,543 

3,912 

6,.54l 

6,576 

5,963 

5,465 

5,535 

Number of Vacancies Notified 

Thousand 

43 

296 

294 

530 

f)00 

543 

621 

623 

Number of Placements 

1 housand 

25 

155 

169 

284 

289 

329 

360 

351 

Income 

Unit 

1989-90 

1988-89 

1987-88 

1986 87 

1985-86 

1984-85 

1983-84 

1982-83 

Gross Domestic Product (current prices) 

Rs crore 

3.92,524 

3.49,105 

2.94,408 

2,60,442 

2,34,159 

2,07.869 

1,85,991 

1,58,851 

Gross Domestic Product (1980-81 prices) 

Rs crore 

1,95,237 

1,85,543 

1,70,716 

1,63,924 

1,57,.348 

1,49,966 

1.44,310 

1,33,469 

Per Capita Income (1980-81 prices) 

Rupees 

2,142 

2,078 

1,910 

1,881 

1,852 

1,804 

1,780 

1,682 


* f-'or current year upto latest month for which data are available and for corresponding period of last year 
•* Excluding gold and SDRs. + Upto latest month for which data are available NA- Not available 
*■ ■+ Provisional data. @ Quick estimates. 

Nous: (1) Superscript numeral denotes month to which figure relates, e g. superscript' indicates that ihc ligure is lor January and so on. 
(2) Figures in brackets denote percentage variation over previous period. 


314 


Economic and Political Weekly February IS» 1992 



Calcutta Diary 

AM 

The Americans are in total control. They instruct the ramshackle 
goverpment in New Delhi that, enough was enough, it was time 
for it to let bygones be bygones and establish regular diplomatic 
relations with Israel. The Congress party is also specifically asked 
to effect a reconciliation with the BJP. Easy does it. Indians, after 
all. are reduced to inert pieces on the chess-board, thanks to their 
government cavin^ in on the economic front without even 
bothering to consider the alternative possibilities of how to save 
the nation’s dignity. 


THE government had an excellent pretext 
presented to it on a platter. Landslides 
along the Banihal pass and no vehicles 
could proceed beyond Jammu to Srinagar. 
The Bharatiya Janata Party chariot was 
thus stymied, on account of the vagaries 
of nature, and the authorities could not 
do anything about it. Even lor the BJP 
itself, that would have been a respectable 
enough alibi for cancelling the final phase 
of the heroics Instead, the strategic com¬ 
mand in New Delhi decided to adopt 
wholesale the BJP programme An air 
force plane flew the BJP president and his 
cronies to Srinagar. The lormal Republic 
Day llag-hoisiing at l,al C'howk, Srinagar 
was done, fioi by the state governor, but 
by the designated leadei o( Bharatinaia's 
official opposiiion The eniire valley was 
of course meanwhile curfew bound, and 
the rcKkets launched by the militants weni 
on flying; the rocket-throwers had an ad¬ 
ditional source of enthusiasm to pursue 
their activities. Even if thcic were I pci 
cent of I per cent ol I per cent ol the 
valley’s population who had nil then tailcxl 
to make up their mind, the show at Lai 
Chowk on Republic Day was the clincher, 
there could no longer be the slightest c|ues- 
tion of maintaining, oi even imagining, 
further possible links with the Union ol 
India. The government in New Delhi knew 
what it was doing. 

The signal sent was not just foi the 
Kashmiri militants or the people of the 
valley, but to Pakistan and the Islamic 
republics which have emerged from out of 
the rack and ruin of the Soviet Union as 
well. It was major news The traditional 
party in power in India, the National Con¬ 
gress, has shed its secular garb. It has 
made up its mind to go along with the 
local fundamentalists and play the straight 
Hindu card. Whether its decision would 
iKt render the entire population in Kashmir 
irretrievably hostile toward India it regards 
as of little moment; the need for the per¬ 
manent placement of several divisions of 


the army to keep the valley henceforth 
under reasonable control is explicitly 
recognised I he Indian administration has 
beamed the signal; yes, Indian reign over 
Kashmir, it as much as admits, has no left¬ 
over legitimacy, it will hold on nonethe¬ 
less, by loicc, because, the passion for 
hegemony apai', the valley is strategically 
important to it Its action, the government 
in New Delhi fully realises, has ensured 
that the Muslim electorate in thcc£>untr> 
will, <v) Not-, be Irom now on permanently 
alienated Iroiii the Congress. The party 
and the goveiiiment have done their ariih- 
iiieiic; they have, with calculation lore- 
thought, proceeded to affix the impri- 
iiiiiiui ol appioval to the bilateral arrange- 
iiiciii with the BJP 

It IS a stupendous decision on the pan 
o! the country's principal political party 
It heialds a total break with its past. Even 
were some cynics to doubt whether it is 
really so, the bcildncss underlying the deci¬ 
sion IS still beyond dispute Imagination 
and courage are attributes hardly possible 
to associate with the Indian National 
C'ongiess these days. The total switch-over 
III ideology and policy that has come 
about must have therefore an exogenous 
inspiration loggy Bottom, it is a reasona¬ 
ble enough hypothesis, has taken charge 
The American administration has chosen 
to keep afloat not only the bankrupt Con¬ 
gress regime in New Delhi; it has decided 
to take under ns wing the Bharatiya 
Janata Party as well. The BJ P leaders have 
been making trips to the States; their con¬ 
tacts with the Americans in New Delhi loo 
have been both close as well as cxinttnuous. 
A closeness of views has been established. 
Everything has been hunky-dory for the 
United States and the West ever since the 
Soviet collapse, but for one knotty pro¬ 
blem. How does one tackle the awkward 
question of nuclear installations in wret¬ 
ched Kazakstan, which suddenly flaunts 
Itself as a nation with a substantial inven¬ 
tory of missiles and warheads? The gco- 


poliiicas of central Asia is transformed. 
Half-a-dozen Islamic republics arc now an 
objective reality, they could any day form 
a concordat, and they are in a position to 
cock a nuclear snook at whoever treats 
them with disrespect. The concordat could 
easily forge links with the Arabs. Saddam 
Hussein has been trying for years on end 
to provide the Islamic world with an in¬ 
dependent nuclear deterrent; with the dis¬ 
appearance of the Soviet state, the pros¬ 
pect ol such an indeix'ndeni nucleai capa¬ 
bility has now landed at the door of the 
Islamic count I ICS courtesy Kazakstan. It 
may be a unipolar world ai this particular 
luncture, but give these Islamic republics 
a few months to consolidate iheii mutual 
understanding, ihe circumstances might 
then change dtamatically 

An ill wind that does not blow anybody 
any good is unloriunate The nuclear 
arsenal in Ka/aksiaii docs not belong to 
that genre India, and Hindu fundamen¬ 
talism, icceive a boost because ol the 
worrying developmenis around the Cas¬ 
pian sea. loggy Bottom and Pentagon 
have done ihci; sums T he Islamic repub¬ 
lics are hound to draw in Pakistan, since 
their Black Sea outlets present a dicey pic¬ 
ture, and Ihe Levantine ports are as good 
as closed lor them indefinitely. The emo¬ 
tional bond in Pakistan lor the central 
Asian concordat, in case it ciystallises, 
should not be ignoied cilhei 1 he US ad 
ministration is therelore foised to plan a 
countervailing strategy (iiven her economic 
bankruptcy, India is puny clay, it can be 
slapped into any shape Washington DC 
wants to give it It the Indians want sur¬ 
vival money from the West, they have to 
go along with American loieign policy ob- 
tectives; il that means saying goodbye to 
their historical conscience, ah, well, that 
has to be so Even otherwise, from the 
government of India's own, narrow stand¬ 
point too the American proposal has its 
attractions. It will enable it to hold on to 
Kashinir, the Americans will see to it that 
the occupation is not disturbed, provided 
the Congress party makes up with the 
Hindu sectarians These sectarians have, 
in the given situation, extraordinary uses. 
They are the reserve army of labour for 
American loreign policy Should the 
Islamic consolidation begin to flex too 
much ot Its freshly acquired nuclear 
muscles—vide the apprehension of persons 
like Senator Pressler—the warning could 
go out that forces unleashed by rabid fun¬ 
damentalism need not be a one-way street, 
the Americans are quite capable of hitting 
back, the Islamic countries will have to 
cope not just with Israel, which has out¬ 
standing economic and military capability, 
they would have a second front opened 
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against them through the courtesy of 
India and her Hindu fundamentalists; 
eight hundred seventy million people, 
however bedraggled, can constitute a lot 
of threat; they can at least have a nuisance 
value. 

The Americans are in total control. 
They instruct the ramshackle government 
in New Delhi that, enough was enough, 
it was lime for it to let bygones be bygones 
and establish regular diplomatic relations 
with Israel. The Congress party is also 
specifically asked to effect a reconciliation 
with the BJR Easy does it. Indians, after 
all, are reduced to inert pieces on the 
chess-board, thanks to their government 
caving in on the economic front without 
even bothering to consider the allcrnaitvc 
possibilities of how to save the nation's 
dignity. Now the regime in New Delhi 
must be as servile to the Americans as 
John Foster Dulles' Latin American lambs 
were in the 1950s. In case the Americans 
want stratagems to be devised against the 
adherents of Islam right on this country's 
soil, the Indian government will not have 
the guts to say no. The government parly 
loo will have to set up an alliance with the 
BJP; it suits the American administration 
that such an alliance is sealed. 

A further speculation is worth a try. 
Who knows, it may equally suit the US 
administration that, in the immediate 
period, India continues to eshibii some 
reluctance to sign the nuclear non-proli¬ 
feration treaty and clothes its reservations 
in sentences and phrases which go down 
well with third world ideologues. Ihc 
Americans arc not risking anything. These 
Indians are in no position to stray away 
When the crunch comes, the US administ¬ 
ration will peremptorily order them to sign 
on the dotted line, and New Delhi will 
comply. Meanwhile, the government of 
India's genuflections help the American 
cause; the Islamic lobby is getting too big 
for Its bsvots, the Indian intransigence may 
give It some extra cause tor thought. 

The Indian National C ongress has had 
no options; it had to give m to the exter¬ 
nal pressures and suffer the spectacle of 
the BJP president hoisting the national 
flag at Lai Chowk, Srinagar. American 
foreign policy, lor its own reasons, will 
keep molly-coddling the BJP, ii might 
even begin to encourage the latter's dream 
of possessing a holy exclusive Hindu 
bomb It IS all a marionette tale, the 
Americans will decide when to bring the 
charade to an end. Our acquiring luicleai 
capability was at no time a decision which 
entirely belonged to us; it is far less so 
now, depending as it does on the outcome 
ol Ihc geopolitical wai games the Ameri¬ 
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cans play with (he Islamic republics. 

And yet, this was our best chance to 
escape from the debt trap Americans have 
set for us and to get back our sovereignty. 
We need not have submitted to the rules 
of the American strategy, and set up our 
own independent game instead. Formally 
the United States is still pressing us to fall 
in line and, emulating China, agree to the 
Nuclear Non-Proliferation Treaty. ^The 
authorities in New Delhi are Iro/en by 
fear; the patriotic crowd in the country, 
who have been long led up the garden 
path on the nuclear question, could turn 
berserk if the government now meekly 
caves in; the citizenry do not mind losing 
their sovereignly to Fund-Bank, but they 
have been taught to gel their priorities 
right, they must have their bomb. This was 
nonetheless our great opportunity. Our 
prime minister could have told his coun- 
tiymcn that signing the NPT was an ad¬ 
junct of the end-of-ihe-free-lunch busi¬ 
ness; III order to slay afloat, we have to 
oblige the Americans, we have to devalue 
our currency, let go of controls, disman¬ 
tle restrictions on foreign investmcnis and 
foreign companies, denationalise public 
undertakings, demobili.se workers, scrap 
our live-year plans, rai.se prices across-the- 
board, all in order to please the Americans, 
who otherwise would not give us any 
money Signing the NPT was merely 
another ol the condiiionaliiies; h.id we 
not signed, the flow ol foreign exchange 
would have immediately stopped. Few will 
now remember that laded 1930s Holly¬ 
wood lilm—was It Guildu or C'uplul— 
with Rita Hayworth gyiaiing to the ac¬ 
companiment of the song, ‘f’ui the blame 
on Mamie' I his was our opportunity to 
put the blame, in eiiliietv, on the 
Americans 

That would in lad have allowed us to 
return to independence and scll-rcliance 
The NPT surrender, and the consequential 
non-need for any heavy defence outlay, 
could have been made the occasion for an 
enormous slashing of the delence budget, 
but the government could inform the 
cili/enry, have no fear, the US administra¬ 
tion has agreed to take care from now on 
of all our security requirements, both 
China and Pakistan would be properly 
licked off by the Americans should they 
attempt to play some nefarious games 
against us Such an arrangement would 
have given us the breather to tackle our 
bal.mcc ol payments problems according 
to oui own priornies and not according 
to I und-Bank whims. We could have, for 
example, straightaway lopped off at least 
Rs 5,(K)() crore from our annual defence 
imports. Since more than half of the high 


speed diesel oil used in the country is com¬ 
mandeered by the armed services, the 
squeeze in defence outlay would have 
meant a corresponding saving of imports 
under the head of account of petroleum 
products too. Because of cut-backs of-this 
kind, income accruing to commission 
agents and other assorted criminals and 
tax-dodgers would have shrunk drama¬ 
tically, which in turn could have a marked 
economising effect on luxury imports. A 
chain reaction would have set in; at the 
end of It, our annual imports could have 
shrunk by as much as Rs 15,000 crore, or 
roughly 6 billion dollars, which coincides 
with the current trade deficit. Even 
Without our rulers quite wanting it, we 
would have been hurtled out of the debt 
trap and well resettled on the road to in¬ 
dependent economic development. Even 
the threats embodied in the Dunkel draft 
and the Special .301 clause ol the American 
trade legislation, intended to kill off our 
technology, would have lost their bite. 

But, It IS what the rulers want that final 
ly counts: Why be independent when the 
opportunity cost mvt.'vcd is forsaking 
high living'’ Our rulers go by their class 
instinct, and they know how to come up 
on the Hip side when making basic deci¬ 
sions. We have had an interregnum of 40 
years ol sell-i ulc, boredom has set in, the 
rulers are now' determined to return the 
country to its natural habitat, serfdom 
The Indian National Congress is happy, 
the Bharatiya Janata Party is happy, the 
coinmiiiec appointed to rewrite the coun¬ 
try's history will now perhaps have in¬ 
ducted in It the honourable Member 
ol Pailiameni who played Siia in the 
Rainayunu lelc-serial. She will contribute 
not only glamour, but also verisimilitude. 


Rural Technobgies 

APPROPRIATE 
TECHNOLOGIES FOR 
RURAL DEVELOPMENT IN 
INDIA 

FLORIS P BLANKENBERG 
Rs 300 

With recent emphasis on rural 
development and promotion ol appropriate 
technologies, Indian administrators and 
socio-economic development protect 
implementors would find this book useful with 
actual held situations 

Mail your orders to: 

CONCEPT PUBLISHING COMPANY 

A/t5-16. Commercld Btocfc. Mohan Garden 
NEW DELHm0059 flndia; 


Economic and Political Weekly Fiebruary |5, 



RANDOM REFLECTIONS 


A Glimpse at a Public Sector 
Enterprise 

Arun Ghosh 

Hindustan Zinc is an example of what public sector enterprises 
can achieve and how they can be helped to achieve excellence and 
economic viability. It also highlights a basic difference between a 
responsible public enterprise and any private enterprise, including 
the best of them. 


1 HE ‘restructuring’ of the public sector 
IS today high on the agenda of the govern¬ 
ment of India. For a change, let us take 
a look at the functioning of a ‘profitable’ 
public sector enterprise (PSE), and see if 
we can draw any lessons from the modus 
operandi of the profitable unit, so that we 
can decide on how one can set about 
handling PSEs. 

Arrangements had been made for me 
to visit the newly-opened Rampuia- 
Agucha zinc-lead (open cast) ore mines of 
the Hindustan Zinc (HZL). The village 
Rampura—now shifted because of the 
mining operations—is«some 85 km 
cast/soul h-easi ol Ajnici, ihc ncaicsi 
townships hieing the twin cities of 
Bijaynagar/Gulabpura. In a way both can 
be deemed to be part of the same town 
except that the metre gauge railway track 
(from Ajmer to Chitior) divides the two 
and the former falls in Ajmer district and 
the latter in Bhilwara district. 

The land taken over by HZL is a total 
of 1,200 hectares, comprising a small area 
fenced off for open cast mining opera¬ 
tions, a three-stage ore crushing and con¬ 
veying system and a beneficiation/concen- 
iraiion plant, a tailing pond, and other 
appurtenances including a maintenance 
workshop for earth-moving equipment, a 
research and chemical analysis facility, 
concentrate storage and bagging facilities, 
and staff-quarters. The metal content of 
the ore is a good break for the country, 
the average metal content being nearly 2 
per cent lead and 13.5 per cent zinc—as 
compared to some 5 per cent metal con¬ 
tent in the Zawar mines ore—which puts 
*he country in a competitive position with 
international producers of zinc. 

But then, ssc are compeiitive in ihc 
matter of iron ore also; in fact, we export 
a lot of excellent quality iron ore to coun¬ 
tries which produce steel a lot more 
cheaply than us.- So, there is something 
more than merely the good break the 
HZL has had, by way of striking a rich 
vein of zinc-lead ore. And that is where 
this story has some relevance; with the 


HZl providing an example of what PSEs 
can achieve, and how they can be helped 
to achieve excellence and economic 
liability 

Ikii first. It IS necessary to give a quick 
impression ol what one finds at the min¬ 
ing/ore concentration complex (where the 
ore IS reduced lo 50 per cent metal con¬ 
tent), the (separate lead and zinc) concen- 
tiates being transported thereafter to the 
C handeriya smelter of the HZL, located 
near Chitlor, for production ol /mc/lcad 

1 he ore body goes dt>w n into the earth 
at an average angle of around 60", which 
implies that considerable ‘overburden’ has 
to be removed for easy access, mining and 
hauling of the oie Iroin the mine site to 
the ore ciushing plum. In the final tally, 
the over-burden would be some lour and 
a hall times the amouni ol ore to be pro 
cessed ThcrtK'ksol Rampiira-Agucha are 
geologically a pan ol the pic-C'ambrian 
banded gncissic complex group ol rocks 
which occupy a large area of central 
Rajasthan, t.ertainly much of the Bhilwara 
district In the area to be mined, the rock 
formation vai les m five layers of dilfcrent 
types of rocks In sum, quart/ constitutes 
25-30 per cent and mica about 10-20 pet 
cent of the total rock body, the lormcr 
increasing the difliculties ol mining, with 
sillimanilc also encircling brittle minerals 
like zircon and apatite. Some 45 million 
tonnes of ore arc amenable to open pit 
mining up to a depth of 220 metres from 
the surface, and the ultimate potential of 
60 million tonnes would require under¬ 
ground mining. At a capacity of 3,000 
tonnes/day of ore crushing, the reserves 
could last well beyond 40 years, but there 
IS need for careful mine planning. 

More particularly, the overburden 
removed is already a small mountain, and 
this is where one finds a basic difference 
between a responsible PSE and any 
private enterprise, including the best of 
them. To start with, HZL started a 'green 
belt’ around the entire area of 1,200 hec¬ 
tares taken over by it, and a drainage canal 
all around the mining area, the sides of 


which are to be planted with grasses along 
the slopes. A large number of new trees 
arc already coming up within the area, 
some 1.5 million saplings having been 
planted already. The .overburden is being 
stacked up in the shape of a step-by-step 
mountain, on which again grasses and 
trees are about to be planted (before the 
next monsoon) with the idea that even¬ 
tually the mountains (up to a height of 
40 metres) would become something of a 
torested (picnic) area. Thus, the mining 
operations have been planned not only to 
minimise the degradation ol the environ¬ 
ment, in faci, eventually, the enviroment 
would be impioved and ctiriched. 

Incidentally, the tailing pond—where 
I he waste material is dumped—has been 
so designed as to peimit the further 
extraction ol zinc, lead, not recovered at 
present at the conceniraioi stage, if and 
when new technological innovations for 
such iccovery become available 

Meanwhile, the utmost precaution is 
taken against air pollution not only from 
the concentrate factory but also from min- 
mg/ore crushing operations, through the 
legular spraying ol water during excava- 
iion/orc crushing During the hour spent 
on watching these operations, I did not 
find any dust or other form of pollution. 
In (act, even the noise of blasting was 
quite muted, and the steady movement of 
dumpers, bringing the ore from the low 
level mining site to the ore crushing plant, 
also did not raise a cloud of dust as the 
road was being periodically sprayed with 
water to keep down the dust. 

The water used in Ihc concentrator 
plant IS being purified and recycled to the 
tunc of 50 [ler cent, the balance being used 
lor discharge of the tailings into the tailing 
pond Since the tailings are bound to be 
toxic, the HZl has been taking regular 
samples ol well and pit water in adjacent 
areas, so as to monitor the effect of the 
mining, and ore concentration activities. 

Since my major point ol focus was to 
sec the environmental impact of open cast 
ore mining and a hazardous chemical ore 
concentraioi plant, I can only say that I 
fell satisfied that in meeting certain 
national needs, the interests ol the local 
population were not being ignored or 
sacrificed. (In fact, the HZL has started 
a school, immediately outside its 
precincts.) 

This IS not an advertisement for the 
HZL; it IS a plea and an argument for the 
domain of public enterprise And there are 
other good rea.sons why this plea—as well 
as the lessons to be learnt by both other 
PSEs and government administration— 
are of some importance. 
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The Rampura-Agucha mining/ore con¬ 
centration complex and the Chanderiya 
smelter of the HZL, have been completed 
without any time or cost overrun. In fact, 
some of these operations were started even 
during construction period, and addi¬ 
tional internal resources generated for 
much of the investment, by providing; 
(a) concentrates for smelting at the 
Dariba/Visakhapatnam plants of the 
HZL (the latter Ixing designed for opera¬ 
tion on the basis of imponed concenttatA), 
and (b) concentrates for the private sector 
Cominco-Binani plant, which also is bas¬ 
ed on imported concentrates. Since these 
concentrates are sold at a price lower than 
the cif price of imported concentrates, im¬ 
port substitution (decried by protagonists 
of export-led growth theory) is not always 
such a bad idea. In 1990-91 the HZL earn¬ 
ed a net profit (after tax provision) of 
Rs 84 crore on an equity base of Rs 404 
crore (as on 31.3.1991) or a return on 
equity of some 21.4 per cent. Adding the 
surplus brought forward the surplus car¬ 
ried to the balance sheet was Rs 171 crore. 

In addition to producing 72,000 tonnes 
of zinc and 25,000 tonnes of lead, in 
1990-91, the HZL produced 259 tonnes of 
cadmium metal, 32 tonnes of silver and 
1,34,000 tonnes of sulphuric acid. 

What arc the characteristic features of 
the HZL which are worth emulation by 
other PSEs? Having gone round and 
talked to a lot of officers and staff at 
various units of the HZL (including the 
headquarters), it is possible to pinpoint 
four reasons for the success of the HZL. 
These are: (a) good leadership, (b) good 
team spirit, (c) proper delegation of 
authority and tru.st in each other, and 
(d) a consequent sense of dedication 
on the part of each employee. HZ.i. 
employees from all over the country, 
spreading from the west to the east, from 
the north to the south of the country, leel 
themselves to be part of a ‘team’. This 
becomes obvious when one talks to of¬ 
ficers and staff from different units of the 
HZL. 

At a time when delays in the commis¬ 
sioning of projects are endemic, and when 
such delays are a major cause ol cost 
overrun, the HZL completed its expansion 
project (the Agucha mine complex and the 
Chanderiya smelter complex, together 
with as.sociated works like the dam on the 
Banas river for providing water for the 
smelter), costing a total of Rs 617 crore 
(at 1990 prices) without any cost overrun 
despite cost escalation. With the project 
approval given in October/November 
1988, the entire project was completed 
and commissioned in November 1991. 
This was possible because of good co¬ 
ordination, excellent team work, and con¬ 


fidence and trust reposed at every level, 
for each functionary to lake decisions 
necessary in the interest of early comple¬ 
tion of the project. 

And, to repeat a point made earlier, the 
environmental angle has been so carefully 
taken care of that the Agucha mine com¬ 
plex won the all-India award for excellence 
in environmental protection in 1991. What 
is more interesting is that when negotia¬ 
tions were afoot with the Overseas 
Dcvel pment Authority (ODA) of the UK 
(which, incidentally, provided pan of the 
funds required for procurement of equip¬ 
ment for the HZL expansion) for the im¬ 
provement of water supply for the town 
of Udaipur, the ODA indicated its agree¬ 
ment to providing the required assistance 
provided the HZL is made the implemen¬ 
ting authority. One has to take note of the 
fact that the HZL has nothing to do with 
water supply engineering; its only cieden- 
iials in this context are: its ability to 
manage its own water supply; its organisa¬ 
tion; Its experience of project construc¬ 
tion; Its success in completing its expan¬ 
sion without any time or cost overrun 

A factor that must be mentioned in the 
success of the HZL is the unstinted sup¬ 
port it has so far had from the civil ser¬ 
vice in the ministry (or department) of 
mines, over critical years. This, it must be 
added, is not necessarily true of other 
PSEs, where the administration appears 
to know best what is really good lor the 
PSL, where political interference is ram¬ 
pant, where little freedom of action is 
given to the executives of the PSL, where 
powei resides with the ministry, but the 
responsibility for success (or lailure) is 
pinned to the PSL 

In brief, there is no ‘accountability' in 
the true sense of the word. There are PSLs 
where chief executives are changed an¬ 
nually. or where chief executives operate 
on a ‘daily wage' basis (operating uniil 
/tirthcr notice), or where chiel evecuiives 
are not appointed at all. 

The first need today is to take away 
Irom the government the authority lor the 
appointmeni (.or termination ol appoint- 
ment) ol chief executives and executive 
directors ol PSLs The government is 
today keen to implement the recommen¬ 
dations of the Narsimham Committee 
(wherein two members recommended that 
there should be no government represen¬ 
tative on (he boards of nationalised 
banks) which has recommended the 
dismantling of the department of bank¬ 
ing. And yet, over the past decade, several 
high level committees have recommended 
‘arms length’ relationship between govern¬ 
ment administration and enterprises, to 
no avail. The shedding of power and 


patronage by those in authority is not easy 
to achieve. 

Alas, restructuring of the financial 
system is part of the agenda of the 
IMF/World Bank. As far as PSEs are con¬ 
cerned, the IMF/World Bank recommen¬ 
dation is privatisation, not reform and 
independence of PSEs. This is extremely 
short-sighted because the infrastructure 
and key intermediates are all provided by 
the public sector, and (vhat is required is 
not their dismantling or privatisation but 
their reform, so as to make them ‘accoun¬ 
table for performance' but free from day- 
to-day interference. 

If (his story has a lesson, it is a lesson 
not *inly lor other PSEs but also for 
government, for the parliament, for the 
people of this country. If we do not want 
the infrastructure to falter badly in the 
coming years, we need to strenythen (and 
reform) the PSEs, not demoralise them 
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COMMENTARY 


Exit Policy in Public Sector 

Bogaram Tulpule 


The exit policy for the public sector bristles with difficulties in 
implementation and the sop of the National Renewal Fund is not 
likely to make implementation much easier, at least not as far as 
sick public sector enterprises are concerned. 


TWO rounds of discussions between the 
minister of state for mines and represen¬ 
tatives of central trade union organisa¬ 
tions seem to have underlined the dif¬ 
ficulties of implementing the so-called exit 
policy for sick public sector enterprises. 
Nor are these difficulties entirely due to 
the reluctance of the TUs to acquiesce in 
the proposed policy. 

The document captioned ‘Monograph 
on the Performance Status of Central 
Public Sector Enterprises’ compiled by the 
department of public enterprises and 
made available to the TU organisations at 
the first meeting set out the present con¬ 
dition of each of the 58 public enterprises 
which are deemed sick. This document 
clearly shows that closing down these sick 
enterprises will involve heavy financial as 
well as other costs. Closure of these will 
take awayv the jobs of over four lakh 
employees. Payment of compensation to 
them at the rate of ^s I.S lakh each will 
involve an outgo of over Rs 6,000 croic 
Even if a part of this amount is raised by 
the sale of assets of the units concerned, 
the government has conceded that the net 
cash outgo will still be very large. In many 
of these enterprises the cash outgo on 
closure, according to the official docu¬ 
ment, will be as much as 6 to 10 times 
their annual losses. Closing down such 
enterprises at such heavy cost and the 
displacement of such large numbers of 
employees may make little economic sense 
since the annual interest on the present 
cash outgo will more or less equal the 
annual cash losses of these enterprises. 

The minister of state for mines is 
reported to have claimed at this meeting 
the additional investment needed for 
turning around these sick units if put into 
new industries instead would create many 
more jobs than the existing jobs in the sick 
unit.s. Such a statement hardly stands 
scrutiny. Firstly, the closure of these units 
will involve heavy cash outgo and the 
amount available for new investment will 
be that much less. Besides, the experience 
of the past decade and more shows that 
employment in the organised manufactur¬ 
ing sector has remained more or less 


stagnant although perhaps more than 
Rs 30,000 crore have been invested in it 
during the period The employment 
potential ot organised manufacturing is 
not such as to justify the minister’s 
assertion. 

Other weighty considerations will also 
count against closure of at least several of 
these enterprises. Closure of IISCO will 
mean significant reduction in domestic 
steel output and corresponding increase 
in steel imports at high cost in scarce 
foreign exchange. Units like IDPl pro¬ 
duce the products which arc the feedstock 
for many other industries. While the units 
producing basic products in the public 
sccior are sick, the user industries of these 
products which are mostly m the private 
sector arc prospering. There are several 
other enterprises m the sick list whose pro¬ 
ducts are important enough for strategic 
or other considerations to justify their 
continued production even if such produc¬ 
tion does not show profits. F ntcrpnscs set 
up in the north-eastern parts of the coun¬ 
try expressly to promote development and 
employment generation there, will be dif¬ 
ficult to close down due to political 
reasons. 

Information given in the official docu¬ 
ment throws interesting light on the causes 
of sickness of someot the enterprises. For 
instance, the Orissa Drugs and Chemicals 
IS recorded as having ‘market field force 
practically ml’ and absence of its products 
trom the retail market segment. What 
kind of management did this unit have 
that so neglected a basic managerial func¬ 
tion of marketing? And did no one m the 
BPE and the ministry concerned nonce 
this lapse? Are such erring managers held 
at all accountable for such serious lapses? 

In several cases, the official document 
shows that an enterprise incurs loss even 
when operating at 75 per cent or higher 
capacity utilisation. Clearly, the need in 
such cases is to lake a hard look at the cost 
structure and the pricing norms. The 
Delhi Transport Corporation, for in¬ 
stance, reports heavy cash losses even 
when officially estimated to be using its 
capacity to the extent of 89 per cent. The 


obvious cause must be the reluctance of 
government due to political reasons to 
permit charging of economic fares. 
Neither closure nor privatisation will help 
here since the service is essential for the 
city and even a private operator will not 
be able to charge higher fares without 
strong government support. 

In most cases, the monograph 
enumerates the steps taken or con¬ 
templated to turn around sick units. But 
in almost no case does it record privatisa¬ 
tion as an option considered. One com¬ 
mon cause ol sickness of most enterprises 
IS ‘over-staffing’. Another almost equally 
common cause is ‘outdated technology 
and equipment’. 

While the TU leaders could not simply 
reject out of hand the facts presented, they 
could not accept them at their face value 
and agree to whatever the government 
might decide to do about them. In facing 
this situation, the TU judging by reports, 
acted with rare unanimity although a wide 
spectrum of TU organisations usually 
hostile to one another were represented 
and there was no unanimity on the 
broader question of their altitude to the 
government’s new economic and in¬ 
dustrial policy. The INTUC and BMS 
were generally favourable to the new 
policy while HMS, AITUC and CITU 
strongly oppc>sed u. The BMS is reported 
to have taken i he curicvus stand of broadly 
supporting the new policy but vehemently 
opposing the freedom being offered to 
multinational corporations to come in, 
little realising the inconsistenc'y of suppor¬ 
ting the new policy and opposing an im¬ 
portant and integral item of it. 

On the specific issue of action to be 
taken to deal with sickness, the TUs are 
reported to have declined to commit 
themselves to any general position on sick 
public enterprises but asked for a detail¬ 
ed case-by-case examination of the con¬ 
dition and problems of each enterprise. 
1 he TUs agreed to the need for moder¬ 
nisation and raising productivity but not 
to retrenchment of workers at least till the 
case-by-case- examination is completed. 
The thrust, they urged, should be on 
salvaging and turning around the sick 
units rather than on closing them down. 

This argument ol the TUs was not op¬ 
posed by ihe government but seemed to 
run into another problem Having 
amended the sick industries law to extend 
Its coverage to public enterprises, the 
government has made it obligatory lor 
sick public enterprise to go to the Board 
of Industrial and Financial Reconstruc¬ 
tion (BIFR). This might impinge upon the 
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scope For the Special Trtiiinite Commit- 
lee to go into these cases. All that labour 
representatives could suggest was that a 
convention be established that the BIFR 
should hold its hand on such cases till the 
Special Tripartite Committee completed 
its own examination of the cases with a 
view to turning around the units. 

It was also the view of the first meeting 
that since sickness was also in evidence in 
other industries outside the public sector, 
the structure of tripartite Industrial 
Advisory Committees which existed in the 
past but fell into disuse during the last two 
decades or so, should be revived to deal 
with problems of sickness in those 
industries. 

At the second round ol these discus¬ 
sions, the government presented what it 
called a Concept Paper on the National 
Renewal Fund (NRF) It immediately 
drew sharp adverse reaction from theTUs 
Significantly, it was O Ramanujam of the 
INTUC who articulated this reaction lirsi 
and got the unanimous backing of all 
other TU bodies He bluntly told the 
government side that since NRF was 
devised specifically in the context ol 
retrenchment of workers his organisation 
was not prepared to discuss it. The TU 
side thus declined to be drawn into any 
discussion on the NRF and hoped that the 
government would keep it in abeyance ai 
least till the current discussions in the 
Special Tripartite reached some conclu¬ 
sion one way or the other. This expecta¬ 
tion, we now see, has turned out to be a 
false one. Since the government has now 
not only announced the estabitshment of 
NRF but has afso got the State 1 abour 
Ministers’ Conference to endorse the 
measure, TU organisations may have to 
examine afresh their stand at future 
rounds of discussions with government 

The NRF as set out in the Concept 
Paper (at the lime of writing this it is not 
known if the measure actually launched 
departs in any significant way from that 
outlined in the Concept Paoer) is a 
curious affair. Why it is called National 
Renewal Fund is not clear at all. What 
does It seek to ‘renew’? The funds foi the 
renewal of industrial units whether sick 
or sound or weak, through technological 
modernisation are to come, as in the past 
from banks and financial institutions. The 
statutory dues of and compensation to 
workers who, it is now proposed can be 
retrenched without need of government 
approval, will also have to be paid by the 
units themselves: NRF will only supple- 
nient the compensation. Thus the NRF, 
far from really renewing anything is 
devised to make retrenchmcni easier lor 
industries and hopefully less painful lor 


the retrenched workers, there is also, of 
course, mention of retraining the dis¬ 
placed workers Tor which NRF support 
will be available. But the main charge on 
NRF will undoubtedly be additional com¬ 
pensation to retrenched workers. The nice 
sounding name of NRF is evidently in¬ 
tended to put a false gloss on it. The TU 
representatives at the Special Tripartite 
were not taken in. The government has 
now gone ahead notwithstanding the TUs, 
stand. 

I he NRF, It is claimed, provides a ‘safe¬ 
ty net’ to workers who may be affected by 
retrenchment. But the corpus con¬ 
templated lor sick public sector enter¬ 
prises in the NRF is so small iha( it will 
hardly amount to a safety net at all At 
the contemplated rate of Rs 1.5 lakh pei 
retrenched worker, it will cover the com¬ 
pensation claims of perhaps 3 or 4 per 
cent of the total number of employees itf 
the 58 sick enterprises. But in every one 
ol these enterprises significant reduction 
in the labour complement is shown as one 
of the requirements for achieving the tuin 
around. For instance, the restructuring 
plans ol all the NTCs arc based upon 
retrenchment of substantial proportions 
of workers who, NTCs expect, will be paid 
compensation out ol NRF. The enure 
NRF corpus, i hen, may noi even cover the 
restructuring needs of the NTCs leave 


IHL annual festival of multinational 
business corporations at fJevos this year 
was a big event for the government ol 
India and the Indian media. The prime 
minister of India, it was reported with 
much fervour, got as many as 40 niinuics 
at prime time bclorc the glittering assem¬ 
bly of tycoons, with its iitulai head him¬ 
self presiding over the occasion. By com¬ 
parison the prime minister of Pakistan 
was given only I5 minutes! It was not. 
however, just the points scored in the 
Indo-Pak rivalry which was the cause ol 
saiisfaciion and glee. Thrilling also was 
the ccrtilicate handed down by the presi¬ 
dent of the so-called World hconomic 
Forum, R klans Schewab. that India at 
last has “the right prime minister at the 
right moment “-evidently for the multina¬ 
tional corporations to do proliiable bust 


alone other sieik public enterprises. 

For restructuring of units which are in 
reasonably good health, the NRF pro¬ 
posal contemplates the establishment of 
an ‘empowered authority’ to decide upon 
the reasonableness of any retrenchment 
even if the trade unions concerned do not 
agree. The empowerctl authority will have 
no TU representatives on it but the cen¬ 
tral and state governments, financial in¬ 
stitutions and the General Insurance Cor¬ 
poration will be duly represented. Thus, 
for all practical purposes, the empowered 
authority will be under the dominance of 
the central government which has more or 
less prejudged the issue of retrenchment 
for restructui ing. 

The NRF proposal expects state govern¬ 
ments and industrial organisations, both 
private and public, to contribute to that 
part of It which is to cover the presently 
healthy industrial units. It seems a fond 
hope that pi ivale enterprises will con¬ 
tribute significantly to it unless forced by 
law to do so which, of course, is not con¬ 
templated since it is proposed that the 
NRF will be administered voluntarily. 

In sum, then, the exit policy bristles 
with difficulties in implementation and 
the sop ol NRF is not likely to make the 
implementation much easier at least not 
as far as sick public sector enterprises are 
concerned. 


ness with. If he also added the damper 
that foreign investments to India, which 
the prime minister had gone to woo, 
would not necessarily follow immediately, 
this was appreciated as admirable realism 
which IS the hallmark ol the world of big 
business 

Hack home, after an assessment of 
Narasimha Rao’s performance at Devos, 
there was no hesitation in the media in 
hailing 'super-salesman Rao' In the 
language ol advertising and marketing, 
which IS becoming very fashionable cur¬ 
rently under the spell of market forces, the 
verdict has been that when “even the finest 
products need packaging and marketing’— 
and India being “tar Irom the finest”— 
Nurasiinha Kao had done an excellent job. 
It IS evideiiilv considered very much in 
ordei these days to look upon India as no 


NFW DELHI 

Selling India at Devos 

BM 

It is evidently considered very much in order to look upon India 
as a commodity for sale and the prime minister as a super¬ 
salesman engaged in the difficult task of selling that commodity 
abroad. 
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more than a commodity for sale and 
regard Narasimha Rao as the super-sales¬ 
man in the difficult task of marketing 
India abroad. What may make the cheer 
leaders somewhat uneasy is the messy 
state of affairs at home where Narasimha 
Rao's efton is not fully appreciated and 
the hurdles in his way are increasing and 
becoming more and more difficult to 
negotiate The ideas ol sovereignly, self- 
respect and self-reliance obviously are no 
longer regarded as natrurial commitments 
but serin woi ii out cliches to the ‘marketing 
India' enthusiasts 

V\'hai, however, has super-salesman Rao 
been able to actually achieve? In the beady 
environment ol Devos he went in for a lot 
of [heioric laced with platitudes and senti¬ 
mental outpourings such as, for instance, 
presenting himsell as a 71-year old man 
who had been 50 years in the business ol 
politics who expected to be trusted when 
he said that he had made India a nice and 
welcoming place for foreign investment, 
that there was a national consensus in 
India III lavout of the red carpet he had 
laid out lor foreign capital and that there 
would be no rolling back of it. Narasimha 
Rao may have managed to gel scll-hypno- 
iised when making claims about his dura¬ 
bility 111 oflice and his ability to ordci 
public at lairs in India according lo Ins 
lights But he could not have earned much 
conviction with the hard-headed business¬ 
men al Devos and elsewhere who ate slill 
wailing and watching before commiiimg 
themselves lo invest their money in India 
eveept with great selectivity and care T his 
IS evident from the inspection visits ol 
businessmen and their delegations to 
India that have been taking place 

The .lapafiese and West (ierman busi¬ 
ness delegations which visited the coun¬ 
try around the time of the Devos assembly- 
laid down many eondiiions--21 to be 
precise - to be accepted before they would 
be III a posiiion lo invest in India in a big 
way. 'They made it very clear that whateser 
'dramatic departure’ fioni its past restric¬ 
tive policy on loreign investment the 
Indian government might have announced 
did not mailer. What they sought was 
comparative advantage among different 
iiivcsiment markets. As a late-comcr to the 
haishly conipeiiiive global market, India 
would have lo be a beiiei place than the 
other developing cuimtiies to attract 
foreign capital. Hence the lists ol ‘rc- 
nuesis’ with which the government in 
India IS being confronted. They add up 
to a whole package ol prelerential treat- 
nieiit for foreign'capital in comparison to 
Indian business eiiierpiise. The latest of 
such leciuests is that protection not only 
to corporate business but also to small- 
scale industry must be withdrawn. Signi- 
ficantlv. the foieign business delegations 

U2 


are making a point of their interest in ‘pre¬ 
empting and competing’ with their rivals 
when and if any one of them might try 
to ‘capture’ the Indian market. How far 
India would be .able to play on the rivalries 
among foreign interests for the control of 
the Indian market is, of course, itself a 
moot point. It must not be missed, how¬ 
ever, that this rivarly loo is being and will 
be increasingly used to extract competitive 
advantages at the cost, above all, of the 
development ol Indian industry and 
business. 

Narasimha Rao’s attempt at Devos to 
lure foreign capital with the prospect of 
exploitation of the ‘huge Indian market' 
(“if you get down to the people, it is mind 
boggling") could not have carried much 
conviction either. The foreign investor is 
not interested in ‘the people’ with no 
cllective demand in the market He has 


no interest in going down to the mass of 
impoverished people in India or any other 
developing country. His assessment of ef¬ 
fective demand in the competing markets 
determines his investment priorities. 
Narasimha Rao’s idea of putting down 
priority areas for foreign investment- 
lipstick vs fertiliser factories—was 
pointless, it must have caused cynical 
mirth among the tycoons at Devos. They 
must be aware of the flourishing cosmetic- 
industry catering to the affluent in India 
and the good business this has been for 
foreign companies The high place ol 
Pepsi C ola and Coca Cola in the govern¬ 
ment’s order of priorities for loreign in¬ 
vestment must also have tickled them no 
end when Rao talkc*d of this being no lime 
yet to pioduce lipstick All told then, 
Narasimha Rao was not such a smart 
salesman as he has been made out to be. 


An International consultant 
company is looking for SENIOR 
PROFESSIONALS to assist in 
strengthening the planning 
process in an integrated 
afforestation programme 
implemented by the Forest 
Department in Tamil Nadu. 

They will be members of a Task 
Force which 'will work under the 
Chief Conservator of Forests. 
(Social Forestry). 

The following experts are 
required: 

1. One expert on soil and water 
conservation, with a background 
in engineering, soil science or 
hydrology. 

2. One expert on micro-level 
planning, with a background in 
geography or physical planning. 

3. One expert on social interaction 
with villagers, with a background in 
sociology or anthropology, 

Only professionals with at least 15 
years of relevant experience need 
apply. Knowledge of Tamil is- 
essential. The assignments are full 
time and for a period of one year. 
Duty station is Madras with 
extensive travel throughout Tamil 
Nadu. 

Detailed job descriptions and other 
information can be supplied on 
request. Please rend your 
application within ten days to: 

» Soil No 4‘> fconomic and Political \)i/eekiy, 
U Hitkan House 984 Shahid Bha^atsmgh 
Road Pi.' inh.IV 400 0.18 
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Balance of Payments Problem 

Selective Measures Hold the Key 

Ravinder Goel 

The starting point for righting the balance of payments has to be 
recognition that imports have to be kept within the limit set by 
the level of exports. It follows that there can be no avoiding 
purposive government intervention based on considerations of 
essentiality. 


THE director general of international 
trade is presently •busy formulating the 
new import-export policy to be effective 
from April 1992. Statements by those in 
the know of things have given some in¬ 
dication of the changes in the offing. It 
seems quite likely that further liberalisa¬ 
tion of the licensing regime is on the cards. 
Reduction of the import lists to only two 
lists, namely, restrict^ and OGL from the 
present five is one of the steps being con¬ 
templated. The liberalisation will be 
preceded by a substantial reduction in 
customs duties in the 1992-93 budget. 

This policy will naturally be to the 
liking, at least overtly, of trade and 
industry. The World Bank holds that 
“India must continue to move away from 
quantitative restrictions to a regime based 
on more pioderate and uniform tariffs. 
A clear announcement and steady im- 
plemenMtion of a programme to ra¬ 
tionalise the trade regime is important to 
give the right price signals to the 
economy!' 

The Confederation of Engineering 
industries (now the Confederation of 
Indian industries) has demanded the 
adoption of three rates of customs duty: 

(a) raw materials/inputs: the lowest rate; 

(b) components: an intermediate rate; 

(c) capital goods/finished goods; the 
highest rate. The Federation of Indian 
Export Organisations (FIEO) maintains 
that “convertibility of the rupee should do 
wonders for India’s exports and ills like 
exchange rate fluctuation and inflation 
will be done away with” 

This sentiment in favour of increasing 
liberalisation and reducing tariffs seems 
to have been aided by the inflow of foreign 
exchange through foreign loans and NRI 
remittances. The finance minister proudly 
puts the foreign exchange reserves at 
Rs I3,(X)0 crore. The rupee value is up by 
7 to 8 per cent against most European cur¬ 
rencies from January this year. 

State policy is, however, expected to 
look be^nd the interests of the few 
groups which have a stake in the proposed 
reforms. In this sense, it should have a 
longer time perspective compared to trade 
groups or interiMtional financial institu¬ 


tions. The state has to oversee the stability, 
growth, prosperity and longevity of the 
system as a whole. 

The proposed path of reform is suspect 
on many counts. Despite the two-stage 
devaluation in July 1991 over and above 
a gradual depreciation of the Indian rupee 
over the decade, exports have actually 
declined in dollar terms over the period 
April-September 1991. During the first 
half of the current year, they stood at 
$ 8113.32 million as against S 8652.66 
million during the corresponding period 
of 1990-91, thereby showing a decline of 
6.2 per cent. The decline is even more 
severe when seen against the target of 
export growth of 9 per cent per annum. 
It is true that exports fared badly mainly 
because of decline in exports ti) the 
erstwhile Soviet Union and Eastern 
Europe, but even in the GCA (general cur¬ 
rency area) our performance has not been 
up to expectations. Exports to GCA dur¬ 
ing the period April-September 1991 
increased by a mere 5.5 pier cent in dollar 
terms. 

The changes which have taken place in 
the world over last one year indicate that 
even next year exports may not grow 
substantially. The commerce minister has 
advanced various reasons for the lall in 
exports. Till a month back, the main 
reason was the restrictions on imports by 
RBI. As of now, he blames the disintegra¬ 
tion of the Soviet Union and the recession 
in the west. 

The disintegration of the erstwhile 
Soviet Union and the collapse in Eastern 
Europe upset a substantial part of our 
export plans, besides disrupting the supply 
lines for various raw materials. The future 
of trade with the new Commonwealth of 
Independent States (CIS) seems uncertain. 
Eastern Europe countries too are sourc¬ 
ing their supplies from European coun¬ 
tries and vice versa. Even our other major 
trade partners, namely, Europe, Japan and 
USA are likely to absorb less of our ex¬ 
ports becau.se of the recession engulfing 
those economies 

One becomes more apprehensive about 
exports when the World l^nk pressure for 
abolition of Exim scrips is taken note of. 


Extm scrips were introduced as the main 
export incentive after the abolition of cash 
compensatory support because of fiscal 
compulsions. The World Bank wants 
abolition of Exim scrips because they 
introduce a form of dual exchange rate 
which affects the returns of foreign 
investment. 

Even otherwise, the premium on Exim 
scrips, in spite o( various interventions by 
the commerce ministry to bring the 
premium to around 30 per cent, is only 
17 per cent and this too is expected to fall 
to 15 per cent. Devaluation and the 
income tax holiday have not delivered the 
goods. Irrespective of whether Exim scrips 
are abolished or not, there is need for 
active government intervention for export. 
However, this does not seem to be on the 
government’s agenda. 

The fact is that exports are dependent 
upon the healt h ol the domestic economy 
If there is a recession at home, exports will 
suffer The remedy lies m India. Since 
there arc no signs of growth in the 
domestic economy, exports will continue 
to be sluggish in the near luture. In fact 
exports today are largely based on Exim 
scrip entitlement available on commodity 
exports. Should the new set of policies 
dilute or abolish this facility, the export 
fall in 1992-93 will be quite substantial. 

A related aspect is that of liberalised 
imports and reduced customs duties. The 
World Bank and IMF claim that these 
steps will result in increasing the efficien¬ 
cy and competitiveness ol industry. Indian 
industry loo supports the formula on 
grounds ol access to raw materials at 
lower prices. The linance minister has 
already indicated that he will do the need¬ 
ful in the 1992 93 budget 
In the light ol the domestic resource 
constraints and the commitment to IMF 
by the linance minister to bring the fiscal 
deficit down to 5 per cent of GDP in the 
year 1992-93, the fall-out of the decision 
to reduce customs duties, and the cor¬ 
responding fall in revenue collection, will 
be severe. More money would have to be 
found by hiking excise tariffs, and bring¬ 
ing smaller units into the excise net. 
Though some money can be raised by in¬ 
creasing direct taxes, the major brunt will 
have to be borne by excise duties. This will 
lead to higher industrial costs and higher 
prices. Domestic demand would be 
restrained and exports would suffer. The 
circle would be completed by a fresh dose 
of devaluation and the demand for reduc¬ 
ing customs tari'^fs would arise again. 

This vicious circle of devaluation/costly 
import.s/reduced customs tariff/higher ex¬ 
cise tariffs will repeat itself endlessly A 
corollary to this will be increased infla¬ 
tion. Controlling inflation would be dif¬ 
ficult High interest rates and tight 


Ecwomic and Political Weekly February IS, 1992 


323 



monetary policy will aggravate reces¬ 
sionary trends. Even at present, despite 
tall promises, inflation rufuses to come 
under control. Experience of countries 
which have gone in for IMF-led reforms 
suggests that they continue to face high 
inflation. 

A situation of foreign exchange reserves 
co-existing with inflation and a stagnant 
economy in a liberalised atmosphere may 
not be something imaginary. The recent 
liberalisation experience of Colombia in 
Latin America points to this direction. 
Colombia embarked on the road to 
economic reform about three years ago 
when the government decided to switch 
to an open market economy. Extensive 
liberalisation measures saw the rapid 
dissolution of tariff barriers and the 
delicensing of more than 95 per cent of 
Colombia’s imports. To prevent a flood of 
imports and improve the export com¬ 
petitiveness of Colombian coffee, the 
government resorted to a steep devalua¬ 
tion. The measures resulted in a sharp dip 
in imports, but at the same time had the 
expected effect of stoking inflation. The 
inflation rate crossed 30 per cent and pro¬ 
gressive devaluation of the Peso was 
necessary to stabilise the nominal effec¬ 
tive exchange rate of the Peso and prevent 
tapering off of exports. As an anti- 
inflationary measure, the government 
resorted to the classic device of credit 
squeeze through high interest rates. 

In 1991, with imports falling steeply 
owing to currency devaluation, the foreign 
exchange reserves started building up, and 
crossed $ S billion, equivalent to more 
than a year’s imports. Consequently, the 
rate of devaluation slowed down to 
around an annual 20 per cent. Against this 
background, the government was under 
pressure for making the Peso convertible 
with the entire exchange business being 
handed over to the banks, financial cor¬ 
porations and authorised money-changers. 

After an initial period of uncertainty, 
dollars started flowing into Colombia. 
The inflow soon turned into a flood, and 
built up mainly because of high interest 
rates. On the one hand, a tax amnesty 
scheme encouraged Colombians to 
legalise foreign assets; while on the other, 
slow devaluation and high local interest 
rates made it extremely attractive for 
speculators to convert money into Pesos. 
This avalanche of foreign exchange into 
Colombia made a mockery of the coun¬ 
try’s anti-inflation plans. With an explo¬ 
sion in money supply, inflation stubbornly 
remained above 30 per cent. 

Coming back to India, a way out of the 
present sticky situation can be found if 
attempts are made to seek answers rele¬ 
vant for the country. The starting point 
for this has to be recognition of the fact 
that India should keep its imports within 


the limits set by the export level. A short 
while from now, India will have to start 
paying back its recent foreign loans. It 
would need a sustained subsuntial surplus 
on the trade account. Failing this, India 
will in all probability be obliged to bor¬ 
row to honour the repayment schedule, 
which would mean higher interest rates 
and a dip in India’s credit rating. 

There is no escaping the need for con¬ 
trols. However, these should be sensitive¬ 
ly administered. Similarly, across-the- 
board reduction in customs duty is no 
answer. We have to be selective in 
liberalisation. In this frame, instead of 
abolition of Exim scrips, liberalising im¬ 
ports and reducing customs tariffs, the 
following could be an action programme 
Differential rates of Exim scrips should 
be introduced to ensure higher export of 
value added materials. Close monitoring 


of our export capabilities and world re¬ 
quirements should be undertaken to devise 
such a structure. Imports should be prun¬ 
ed to allow only the most essential items. 
The licensing regime should ensure the 
free availability of essential imported 
goods instead of serving the interest of a 
few persons. The tariff structure should 
also be closely monitored to see where 
revenue can be mobilised. There is need 
for rationalisation and simplification of 
the duty structure. (For example, there is 
no rationale for giving duly preferences 
to imports from Egypt or Yugoslavia. The 
Arab Republic of Egypt is no longer part 
of the non-aligned movement. Yugoslavia 
does not exist in its original form.) 

The.se measures may sound orthodox, 
but they have stood the test ol lime. They 
have suLcesstully controlled crises in the 
past. 


MAHARASHTRA STATE LOTTERY 

SREE BUMPER DRAW 

Common Prize of 

Rs. 21 LAKH 

4 Prizes of Rs. 1 Lakh, 

4 Prizes of Rs. 25 Thousand and 
20 Prizes of Rs. Five Thousand 

Also Many More Prizes 

Total Prize Amount 
Rs. 55 LAKH 

Price per Ticket Rs. 5 only. 

DRAW: Thursday, 2()th February 1992 
At Bombay 
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Fiscal Deficit and Stabilisation Policy 

R J Mody 


The international experience examined here shows that it is the 
budget deficit, and not the fiscal deficit, which is relevant for 
price stability. And for monitoring the financial liability of the 
central government in relation to its repaying capacity, what is 
relevant is the net fiscal deficit. 


IN my note on fiscal de'^cit (‘On Defin¬ 
ing the Fiscal Deficii', EPW, September 
21, '1991) I attempted to focus on two 
points. Firstly, if price stability is the ob¬ 
jective it is the budget deficit, as defined 
in India that is relevant and not the fiscal 
deficit. The ^iresent note gives empirical 
evidence based on international time- 
series cross-section data to support the 
above argument. It appears that the con¬ 
ditions for IMF loan require that fiscal 
deficit of the central government should 
be gradually reduced in order to contain 
inflation and to make devaluation effec¬ 
tive in reducing the balance of payment 
deficit. It is argued here that this emphasis 
on fiscal deficit is misplaced. 

Secondly, it was argued in the above 
hote that, if IMF is keen on monitoring 
India’s fiscal deficit, we must use the 
appropriate concept that is relevant and 
meaningful. The currently accepted con¬ 
cept is used in countries like the US where 
the federal government is only a borrower 
and not a lender. Since the Indian govern- 


Those countries which have double- 
digit inflation are selected from the obser¬ 
vations of all countries of the world. It 
can be seen from Table I that those coun¬ 
tries which have jtigh inflation rates also 
have high rates of increase in reserve 
money. Fiscal deficit shows no relation¬ 
ship with inflation. Venezuela has average 
fiscal surplus of 1.27 per cent and still the 
rate of inflation is 24 per cent. The average 
rate of increase in reserve money is 23 per 
cent in Venezuela. Paraguay, Ghana and 
Yugoslavia have fiscal deficits of lest than 
I per cent, but the rates of inflation are 
27..S per cent, 48 per cent and 99 per cent 
respectively. The rates of expansion in 
reserve money are 29 per cent, 39 per cent 
and 252 per cent respectively. 

In an alternative exercise undertaken 
here, those countries which have high 
fiscal deficits are selected from the obser¬ 
vations of all countries of the world 
(Table 2). Five of the above 18 countries 
which have high fiscal deficit have infla¬ 


tion rates lower than 10 per cent. Oman 
has fiscal deficit of 11.6 per cent and still 
prices are declining! The rate of increase 
in reserve money in Oman is of the 
moderate order of 3.3 per cent. Fiscal 
deficit in Nicaragua has been on an 
average 8.6 per cent of GDP while infla¬ 
tion rate is 204 per cent per year. The 
annual expansion in reserve money is 
about 411 per cent. 

It can be concluded from the observa¬ 
tions of all countries of the world that 
fiscal deficit is not the proper tool for con¬ 
taining inflation. Besides other factors on 
the supply side, aggregate demand for 
goods and services generated by high rate 
of monetary expansion appears to be 
responsible for inflation. Although there 
is a broad relationship between reserve 
money and the price level, the relation 
may not be quite close because reserve 
money affects demand for goods and ser¬ 
vices indirectly. Moreover, supply factors 
are also important. Reserve money affects 
money supply through the money-multi¬ 
plier process. Money supply affects ag¬ 
gregate demand for goods and services 
through income velocity of money. The 
values of money-multiplier and velocity 
of money cannot be the same in all coun¬ 
tries. The value of money-multiplier 
depends on currency-deposit ratio and the 
bank reserve-deposit ratio. The value of 
income velocity of money depends on rate 
of interest, expected rate of inflation, etc. 
In spite of the possibility of large cross- 


Tabii I; Iniiation Resirvi Mone\ anuFiscai Demcit 


meni is a borrower as well as a lender, it 
is the concept of net fiscal deficit that 
should be used.' This will allow 
somewhat larger provision of public in¬ 
vestment in the union budget for the year 
1992-93. 

It is intended here to show from the 
global experience that fiscal deficit is not 
related to the rate of inflation. The latter 
may be related to the rate of monetary 
expansion. In a country like India, budget 
deficit is the major factor determining the 
growth of money supply. Therefore, it is 
the money-financed budget deficit and 
not the fiscal deficit that is important for 
price stability. 

The empirical evidence here consists of 
observations of rates of inflation, rates of 
increase in reserve moiicy and fiscal deficit 
in different countries. GDP deflator is 
used to measure the price level. Rates of 
increase in the price level and reserve 
money are measured by per cent increase 
over their preceding years’ levels. Fiscal 
deficit is measured as a proportion of 
gross domestic product. Data for the 
period 1983-90 are collected from Inter¬ 
national Financial Statistics (Year-Book, 
1991). Averages of seven years’ observa¬ 
tions are computed for analysis. 


(Avi-rjgcs lor llu- IVriod. 90) 



Rale of InOation 
(Per Cent) 

Per Cent Increase 
in Reserve Money 

Fiscal Deficit 
(Per Ceni) 

Sn 1 iinka 

II 55 

16.06 

740 

Iran 

13 02 

18.60 

3.12 

Sulomoii Island 

13 20 

13.10 

7 86 

South A Inca 

14 61 

14.98 

5 13 

Malawi 

15 35 

23 19 

7.16 

Syrian Arab Rop 

15 98 

26 46 

6.75 

Philippines 

16 00 

21,95 

2.63 

Cirecce 

16.94 

18 18 

11.19 

Cusla Rica 

18.31 

29.69 

2.25 

hi Salvadoi 

19 04 

13 76 

1.59 

Poriugal 

22.65 

12.38 

10.89 

Venezuela 

24 13 

23 46 

1.27 

( olumbi .1 

25 46 

23 10 

2 79 

Paraguay 

27 56 

28.94 

0.41 

Zambia 

42 44 

47.77 

13.57 

Turkey 

42 93 

50 45 

4.16 

Ghana 

48.27 

39.49 

0.96 

Sierra l.eonc 

63 70 

63 75 

9 95 

Zaire 

65 20 

75.48 

18.75 

Uruguay 

67.48 

69.09 

240 

Mexico 

72.23 

41.51 

9 33 

Yugoslav la 

99.25 

251 99 

005 

Israel 

115.12 

122 76 

7.17 

Uganda 

126.40 

117.25 

3.61 

Nicaragua 

204.36 

411 16 

8.60 

Brazil 

415 21 

159 43 

10.15 

Argentina 

793.40 

1053.74 

5.71 

Bolivia 

2226.80 

372.36 

6.62 
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Table 2; Inflation, Reserve Money and Fiscal Deficit—Higher Fiscal Deficit Countries 
(Averages for the Period, 1983-90) 


Country 

Rale of Inflation 
(Per cent) 

Per Cent Increase in 
Reserve Money 

Gross Fiscal Deficit 
(Per cent) 

Oman 

3.40 

3 30 

11.61 

Belgium 

4.14 

1.20 

1018 

Ireland 

560 

6.82 

11.19 

India ‘ 

7.60 

17 81 

7.88 

Italy , 

8 70 

12.29 

12.57 

Sn l.anka 

11.55 

16 06 

7 40 

Solomun Island 

13.20 

13.10 

7.86 

Malawi 

15 35 

21 19 

7.16 

Greece 

16.94 

18 18 

II 19 

Jamaica 

19 47 

16 21 

10 07 

Poriugal 

22 65 

12 .18 

10 89 

Zambia 

42 44 

47 77 

13 57 

Zaire 

65 20 

75 48 

, 18 75 

.Sierra leone 

63 70 

63 75 

9 95 

Mexico 

72 23 

41.51 

9.11 

Uganda 

126 40 

11725 

161 

Nicaragua 

204 36 

411 16 

8 60 

Brazil 

415 21 

159 41 

10.15 


units to obtain an idea of the draft of the 
central public sector—in a wider sense- 
on the rest of the ecbnomy. He argues that 
the distinction between public sector 
enterprises and the enterprises whose 
operations are reflected in the budget is 
administrative and not based on any strict 
economic logic. If the purpose of defin¬ 
ing fiscal deficit is to view the combined 
claim of government and public sector on 
the rest of the economy, this definition 
may be analytically useful.' The purpose 
of IMF conditionality with respect to 
fiscal deficit is economic stabilisation, 
i e, counteracting inflation and debt crisis. 
It is argued here that it is the budget 
deficit that is relevant for price stability 
and ii is net fiscal deficit that is relevant 
for monitoring the mounting financial 
liability of the central government in rela¬ 
tion to the repaying capacity. The defini¬ 
tion of a concept depends on its analytical 


country variations in these factors, reserve 
money shows good relationship with the 
rale ol mllalion. In India, about 90 per 
cent ol incieasc in reserve money is 
contributed by deficit financing of the 
budget. Therelore, money financed 
budget deficit is an important policy 
instrument for price stability. 

it should not be concluded from the 
above discussion that fiscal deficit is not 
relevant for economic policy. In order to 
avoid economic instability arising from 
debt-trap situation, fiscal deficit which 
contributes to the growth of public debt 
must be regulated. Rising debt-income 
ratio leads to a situation of economic- 
crisis. This ratio would rise if real rale of 
interest is greater than the rale of growth 
of the economy and if primary deficit as 
a proportion of national income is unduly 
high. Primary deficit is equal to fiscal 
deficit minus interest payments. The ptc- 
sent writer has shown theoretically and 
empirically that it is the primary deficit 
which is responsible for rising debt 
income ratio in India-' this ratio 


2 5 per cent by the year 2(X)0-0I 

The budget for 1991-92 had proposed 
a more drastic cut in the fiscal deficit than 
recomtiiendcd by Raja C.'hclliah. The 
primary deficit has been reduced to 1.7 per 
cent, f iscal deficit has been reduced Irom 
8 4 per cent in 1990-91 to 6 5 per cent in 
1991-92 by reducing the revenue deficit 
Ironi 3.4 per cent to 2.4 per cent and net 
capital disbursemeni from ^ 0 pci ccni lo 
4.1 per cent Hie tight liscal polics 
measures should not be taken by leduc- 
iiig public invesiinent, paiticularK in 
agriculture and inirastructuial lacilities. 
otherwise constiainis in these secttirs may 
create serious bottlenecks in the growth 
process even though the economy may not 
face saving or foreign cschange con 
straitits with the implemcntaiioii ol new 
economic policies 

S Ciuhan-" has argued in tavour ol 
viewing the combined fiscal deficit ol the 
central goverrimeiii and the public sector 


use 

INtiles 

|l am ihanktiil Ui I S (.iulaii who suggested to 

me lo csamine i he iniernaiional experience on 

I his issue I 

1 Some economisis argue lhai central govern- 
meni loans lo slate governments, public sec- 
loi units, etc, are never to be repaid m the 
real sense New loans are granted lo repay 
I he old loans I he same argument then ap¬ 
plies to the borrowings of ihe ceniral govern- 
mcnl also 1 hen whv worry about the fiscal 
dcficil' 

2 R J Mody. ‘Budget and the Debt-Trap', 
I'lkalp, April tune. 1990 

I Kaja J Chelliah, The (irowth of Indian 
Public Debt-Dimensicins ol the Problem and 
( orreciise Measuies' (iiiipublished) IMh 
Horkinx Paper, 1991 

4 SCiuhan, 'Adjustment in the 1991-92 Budget', 
t.PH', August 24, 1991 and ITecember 7, 1991. 

^ I am thanktui to V N Kothari who also made 
this point in his comment on my note 


Are you interested in science and environmental iournalism? 


mcieascd from 39 per cent in 1974-75 to 
60 per cent in 1987-88. 1 he primary dericil 
as a proportion of gross national product 
increased Irom 1.43 pet cent to 6 II pet 
cent during Ihe above period 

Raja Chelliah' has projected trends in 
fiscal deficit, primary deficit and debt- 
income ratio lor the period 1990-2001 
under various assumptions C'hcliiah’s 
analysis demonstrates that “mamiaining 
primary deficit even at a level ol 3 5 per 
cent IS unsustainable because this would 
raise debt-income ratio to 77 4 per cent in 
the year 2000-01 and interest payment 
would absorb 6.4 per cent of CiDP casting 
an unbearable burden on the budget". It 
is recommended that the first stage of 
fiscal adjustment should consist of 
measures of reducing primary deficit to 


The ( eiilre lor Scieriie and I nsironnieni a voluntary organisation work¬ 
ing in the lield ol science and environment, is starting a one year. «n-lhe- 
|oh science and ensironmeni (ournalism training scheme 

Applic aiions are ms ited from all those intere.sled in science and/or environ¬ 
ment and luxe a flair lor writing They will be paid a monthly stipend of 
Rs 2 200 plus conveyance costs 

Minimum Quaimcation; Postgraduaiion in science or social science or 
graduation in engineering 

Applicants must apply to 

Centre for Science and Environment, 
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Cyclones in Bangladesh 
A History of Mismanagement 

Peter Custers 

The 1991 cyclone in Bangladesh not only exposed the previous 
government’s criminal negligence of protective measures against 
cyclones but also drew attention to its failure to institute land 
reforms, which has resulted in the poor and landless becoming 
the worst victims of these periodic disasters. 


THE January-February issue of Worla 
Health, a publication of the World Health 
Organisation (WHO) carried an opti¬ 
mistic article about the state of disaster 
prevention in Bangladesh. The article 
recalled the cyclone of May 1985, which 
had wiped out “an entire coastal island", 
Urirchar, with more than 11,000 people, 
and it described the measures which the 
Bangladeshi government since then had 
taken to, presumably, prevent the recur¬ 
rence of such massive deaths. The article 
referred to the establishment of ‘crisis 
management teams’ in specific areas, and 
raised the possibility of their duplication 
in other areas “identified as most vulner¬ 
able to catastrophes”. The article also 
brought to memory the people’s suffering 
during the 1988 annual floods in Bangla¬ 
desh, and it Maimed that this suffering has 
“led to a national commitment to face 
future onslaughts with the co-operation 
from many sectors”. 

Within a few months from the ap¬ 
pearance of the above article, the coastal 
areas and islands in the Bay of Bengal 
were hit by a cyclone of catastrophic pro¬ 
portions, which has left several hundreds 
of thousands of landless people dead, and 
millions homeless. The freshly elected 
government of Khaleda Zia failed to react 
in time to the forewarnings and initially 
downplayed the number of deaths, while 
the governmental bureaucracy reacted in 
a characteristically sluggish fashion. Nor 
did the international community succeed 
in preventing the occurrence of this 
calamity. In the era of ‘hi-tech’, of com¬ 
puters and robots which testify to humani¬ 
ty’s capacity to solve complicated pro¬ 
blems, a major part of humanity remains 
prey to the ‘vagaries of nature’. Whereas 
television broadcasting stations bring the 
news of disasters instantaneously to the 
corners of the globe, those living the con¬ 
sequences remain curiously unprotected, 
remain non-beneficiaries of humanity’s 
grand technological progress. 

Lack of CvetONt PRF.PAI<F.t3NESS 

Twenty-one years ago, in the year 
preceding Bangladesh liberation war, the 
coastal regions and islands in the Bay of 


Bengal were ravaged by a devastating 
cyclone which killed an estimated half a 
million people. After liberation a cyclone 
preparedness programme was initiated at 
the request of the United Nations General 
Assembly and with international a.ssis- 
tance. It comprised the construction of 
multistoried cyclone shelters, lai.sed 
mounds (‘killas’) lor the protection of 
cattle, and the setting up of local disaster 
preparedness teams equipped amongst 
others with wireless sets and megaphones. 
A review of the execution of this plan 
reveals that none ol the governments 
which has ruled Bangladesh since 1971 has 
taken this minimum protection plan 
.seriously, and that all governments in¬ 
cluding that led by the present prime 
minister’s deceased husband, Ziaur 
Rahman, can be accused of criminal 
negligence. 

Most signilicantly, the various analyses 
which have appeared since the April 1991 
cyclone—including, for instance, an 
editorial in the french daily Le Monde— 
agree that the number of cyclone shelters 
actually constructed was far below that 
required Mosi estimates pul the numbei 
at around 300. whereas at least .S.OOO 
would have been needed (resolution 
adopted by the Furopean Parliament, 
May 16, 1991). The Dhaka weekly Holiday 
has cited the instance of the island of 
Swandeep—an island located in the 
‘trough’ gf the Bay ol Bengal—where 
people faced disaster both in 1970 and in 
1991. Here eight safe shelters reportedly 
existed which could accommodate at most 
1,500 to 2,000 people each. That’s to say, 
only 5 per cent of the pre-c 7 clone popula¬ 
tion of the island was actually protected 
The Dutch expert Fred Koch quotes the 
instance of the coastal area ol Noakhali 
which was similarly battered during the 
1970 cyclone. Here by I987(!) only nine 
shelters existed in an area inhabited by 
some 2,50,000 people. And since the 
shelters w'erc commonly sited near the 
homesteads of large landowners and at 
great distance from the homes of landless 
and landpoor families, the latter would 
naturally hesitate to make use of the 
facilities and risk of losing their own 


belongings in the process.' 

The history of shelter construction fur¬ 
ther brings out the shared re.sponsibility 
[for the cyclone deaths] of previous 
governments. Construction work was 
started in 1972, and during the period of 
the lirst government of Bangladesh, led 
by Mujibur Rahman, no more than 60 
concrete ouildings arose. During the 
regime of Ziaur Rahman, in the years 
1976-78, the total number was brought to 
238, and construction was only resumed 
in the mid-1980s, alter the above- 
mentioned cyclone of 1985 which wiped 
out half the population of Urirchar (Char 
Pir Baksh). The military regime of Ershad 
pocketed abundant international aid, but 
the number of new shelteis constructed 
was once again modest, i e, 72. Equally 
revealing is the story regarding the rais¬ 
ing ol mounds for the protection of cattle. 
This programme was abandoned as early 
as in 1974, after a total ol 157 mounds 
(killas) had been constructed, each fit for 
providing shelter to trieiely 3(X)-4(X) 
numbers ol livestock Like the loss of 
human lives, the loss of cattle swept by 
tidal bores during the recent c-yclonc was 
vast, running into hundreds of thousands. 

Further— and very much contrary to 
what the article in World Health suggests— 
the state of the cyclone preparedness pro¬ 
gramme in the coastal belt and islands is 
anything but healthy In name there are 
thousands cif volunteers who on the eve 
of a cyclone presumably swing into action 
to warn the public about the impending 
dangei, and to assist in the altermath of 
a tornado But. as Koch states, “in most 
areas, the cyclone preparedness commit¬ 
tees exist only on paper", in consequence 
ol the tailiiie of the Bangladesh autho¬ 
rities to allocate suflicient money for the 
programme In Koch's 1988 asses#ment it 
IS mentioned that the yearly grant of the 
then military government to the given 
committees amounted to 2 4 million taka, 
roughly equivalent to 0.24 taka per person 
in the cyclone-prone region Dhaka 
newspapers in the wake ol this year’s 
catasiiophc snnilaily have charged that 
“the cyclone preparedness programme has 
been in a linancial crisis lor a long time" 
(see for instance Holiday, May 10, 1991) 

In short, in spite ol the tact that 
Bangladesh’s vulnerability to major 
cyclones is generally known and in spite 
of the disastrous experiences in the past, 
none of the governments which have ruled 
since 1971 has sought fit to allocate 
resources to people's protection against 
cyclones on a priority base All have 
uninterruptedly had access to large-scale 
loicign aid—Bangladesh’s development 
budget IS as is well known completely 
dependent on external assistance. Yet suc¬ 
cessive governments have preferred spen- 
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ding it on strengthening the miliuiry and 
on show projects. According to Holiday, 
the construction of 1,500 shelters over the 
next 10 years would necessitate an amount 
of three billion taka, which equals the 
contribution Bangladesh has made to the 
project for building a huge bridge across 
the Jamuna river. Dhaka officials have 
argued that .scarcity of resources forms the 
major impediment to constructing an 
adequate number of shelters, but this is 
patently inaccurate. 

Let’s next discuss the relationship of the 
recent catastrophe to the question of land, 
and to the lack of social reforms. It has 
been well recognised in post-cyclone press 
accounts that those who were killed and 
those who were made homeless by this 
year’s cyclone catastrophe were over 
whelmingly landless peasants and 
members of their families, i e, people who 
were/are deprived of a secure plot of land 
elsewhere in Bangladesh. Those who settl¬ 
ed and tried to build a ‘living’ in ‘chars’ 
and on islands along the coast were/are 
people who had no other option, and they 
knew that by settling here their lives would 
be constantly at risk. It is also widely ad¬ 
mitted that, people who go to ‘squat’ in 
outlying char-areas which are classified as 
‘fallow’ land, are not only subject to the 
vagaries of nature, but are further sub¬ 
jected to the terror by a ruthless landlord 
clas.s, termed ‘jotedars’. Through armed 
musclemen these landlords force newly- 
settled landless families to surrender part 
of their harvest and submit to a regime 
of sharecropping—in contravention of 
governmental laws. 

Now it has been argued that the settle¬ 
ment in risk-prone /.ones such as newly 
created chars beyond coastal embank¬ 
ments is basically a consequence of the 
problem of land erosion elsewhere in 
Bangladesh, and that the ‘population 
pressure’ forces the landless to take such 
high risks. It is true, indeed, that the 
migration to newly emerged land-areas 
along the Bay of Bengal is partly a result 
of the problem of river erosion elsewhere 
in the country and that Bangladesh com¬ 
pletely lacks ‘new frontiers’ where land- 
hungry peasants can safely settle. The pro¬ 
blem further exists within the southern 
region itself, as is witnessed when one 
travels for instance from the Noakhali 
mainland to the island of Hatiya. Since 
the northern tip of the island suffers from 
constant erosion, undernourished landless 
peasants and labourers daily cross the sea 
in search of work and land. And— 
however unsafe these areas may be, 
however poorly fit for cultivation—the 
uninhabited, vast chars are a logical target 
for settlement. 

However, it is equally true that 
Bangladesh peasantry is extremely 


vulnerable given the abselice of any fun¬ 
damental social reforms, including land 
reforms. In the first place the persistence 
of the landlord system leads to heighten¬ 
ed vulnerability. Since jotedars are allowed 
to operate with armed musclemen in par¬ 
ticular in areas along the coast, poor pea¬ 
sant women and men live in constant fear 
of losing their land and belongings, and 
thus hesitate to respond to the warning 
signals on the eve of cyclones. Secondly, 
precisely in the southern regions of 
Bangladesh the monopolisation of land 
by landlords is very pronounced. In viola¬ 
tion of the laws on land ceilings and on 
the distribution of ‘khas’ (fallow) land, 
jotedars continue to own up to 2,000 acres 
of land, and they ferociously resist the 
pressure by organisations of landless 
peasants and land labourers to implement 
their legal rights (‘The Peasant Movement 
on Hatiya Island’, Samachar, March-April 
1991). During the 1980s the military 
regime of Hrshad did proclaim some laws 
presumably to initiate ‘land reforms’, i e, 
laws relating to sharecropping, to wages, 
and to the ownership of fallow land, etc. 
but these have largely remained paper 
laws. Only a fraction of the fallow lands 
which are said to comprise some 7 per 
cent of the total have actually been 
distributed to landless families, and, in 
many char-areas along the coast armed 
musclemen paid by jotedars hold sway. In 
short, the peasants’ vulnerability to 
nature's restlessness has social, 
class-origins. 

Cmarac'ilk Of Ri linc. C'i ass 

from investigations undertaken by 
Bangladeshi scholars/w riters .t is, 
however, evident that ever since the for 
mal political independence ol the coun 
try, its economy has been dominated by 
the merchant class, the commercial 
bourgeoisie. Members of this class basical 
ly enrich themselves through ‘buying 
cheap’ and ‘selling dear’, i e, by exploiting 
the rural poor via the market mechanism. 


and by misappropriating a major part of 
the foreign aid Bangladesh yearly receives. 

In order to pinpoint the nature of 
Bangladesh ruling class, it suffices to 
quote from the speeches of the former 
military ruler. General Ershad, and his 
successor, justice Shahabuddin Ahmed. 
Shortly after his usurpation of power. 
General Ershad held a speech (on May 9, 
1982) in which he slated: “One of the 
main sides of the economic crisis in our 
country is the enormous deceit and cor¬ 
ruption prevailing in the banking sector. 
Many loans have been provided without 
comprehensive analysis of projects, 
without judging their economic feasibili¬ 
ty, and frequently by disrespecting the len¬ 
ding principles of the Bangladesh Bank.” 
Ershad expressed the fear that “several 
hundreds of ‘koti’ of taka” had become 
overdue, formed a committee to recover 
such loans, but without any significant ef¬ 
fect: in subsequent years, the rate of repay¬ 
ment of loans contracted for industrial 
purposes further decreased. Clearly, the 
general’s comments directed against 
members of the commercial bourgeoisie 
who had contracted vast loans from na¬ 
tionalised banks for non-productive pur¬ 
poses, had fallen on deaf ears. 

Nine years later, interim-president 
Shahabuddin Ahmed referred to the same 
problem in a similar vein, in a speech 
about the economy to the Bangladeshi 
parliament: “as to loans provided in the 
name of ‘industrial establishments’ by 
various nationalised banks, not even 
10 per cent is being recovered Many 
people, using various names, have drawn 
huge amounts of lending money from in¬ 
dustrial banks, from industrial lending 
institutions and othci nationalised banks, 
stating the) will build industries. But They 
Did Not Build Industries, Nor Did They 
Repay The I oans. As a result, 10 thou¬ 
sand koti taka ol industrial loans arc to 
be recovered;’- In essence whereas hun¬ 
dreds of thousands of peasants in recent 
years have been and are being pressuris¬ 
ed to repay small agricultural loans. 
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wealthy indivkittals in the capital of 
Dhaka have been able to borrow vast sums 
of money from nationalised banks, and 
they have not faced any major pressure to 
repay. Both presidential speeches cited 
confirm that the big borrowers are not 
interested in productive investments, i e, 
that they belong to the now powerful com¬ 
mercial bourgeoisie. 

Lastly, given the enormous advantages 
which members of this class draw from 
Bangladesh’s aid dependency, it is not sur¬ 
prising to find that they are interested in 
the perpetuation of Bangladesh’s disasters 
-—disasters which help them pocket such 
vast sums of foreign aid. Their attitude 
to cyclones is exemplified by a member of 
parliament whom I met during a recent 
visit to the island of Hatiya. The parlia¬ 
mentarian (who represents the Awami 
League) embraced me when he was in¬ 
formed that I am a Dutch journalist, and 
immediately started propagating the need 
for building, with Dutch aid, a cross dam 
from Hatiya to Nizhumdeep, i e, to an 
area where thousands of inhabitants 
vanished during the recent cyclone 
disaster. Asked how settlers who might 
benefit from the cross dam would then be 
protected against the dangers of cyclonic- 
storms, the man replied that “Against 
Nature there is nothing that can be done". 
For members of the Bangladesh ruling 
class, natural calamities and their con¬ 
comitant mass victims are unavoidable, 
since their prevention would not serve the 
elite’s own self-interest. 

It would Oe wrong to blame only 
Bangladesh governments and business¬ 
men. For, a brief review of the west’s 
major ‘disaster prevention’ scheme brings 
out that western institutions which have 
a major say in Bangladeshi affairs have 
from their side failed to properly assess 
the dangers emanating from tornados 
twice a year harassing the coastal and 
island population of Bangladesh. In the 
aftermath of the 1988 annual nood.s, the 
Worltj Bank has drafted a ‘Flood Action 
Plan’. The plan, ultimately aiming at flood 
prevention, includes a section about pro¬ 
tection against cyclones (FAP 7). Here, the 
need is described for rehabilitating coastal 
embankments whtch are said to “have 
become badly damaged over time”, and 
other measures such as afforestation are 
referred to as well. Yet the project does not 
take precedence in the World Bank’s 
eyes—instead the major focus of the plan 
is on ‘taming’ Bangladesh’s large rivers. 

Bangladesh’s problems of water 
management are dual in kind, consist 
both of recurring cyclones and of annual 
Hoods. Both involve the overtopping of 
embankments which have been con¬ 
structed in the past, and both intermittent¬ 
ly tend to cause extensive damages to 


human Uvet, to crops and property. 
However, in ^>ite of such similarities 
between flooding from the rivers and 
cyclones hailing from the sea, there are 
major differences between these natural 
phenomena. The annual floods do bring 
benefits which peasants of Bangladesh 
readily acknowledge: the floods yearly 
cover the land with silt and the floods’ 
currents carry along nutritious algae, 
which ensure that the country’s deltaic 
region remains one of the most fertile 
regions on earth. Thus, at the time of the 
dramatic 1988 floods, millions of poor 
peasants were temporarily forced to vacate 
their homes, but they could subsequently 
harvest a bumper crop: the winter harvest 
of 1988 exceeded the record amount of IS 
million tons of paddy. In contrast the tidal 
bores which accompany major tornados 
do not have any beneficial effects—they 
sow only death and devastation. 

This contrast is ignored in the World 
Bank’s Flood Action Plan, which accords 
primacy to flood prevention/control over 
protection against cyclone catastrophes. 
The plan ’overlooks’ the experience of the 
1970 cyclone which had carried half a 
million people to death, it ignores the 
failure of successive Bangladeshi govern¬ 
ments to build a sufficient number of 
shelters and mounds. Worse in projecting 
the strengthening/constructing of tall em¬ 
bankments along the grand rivers, the 
Ganges, Brahmaputra and Meghna, in the 
north of the delta a.s priority number one, 
the plan exposes the people in coastal 
regions to added dangers, i e, the replace¬ 
ment effect due to such embankments. As 
was rightly stated at the seminar on 
Bangladesh disasters held recently in 
Delft, “Coastal protection" is quite simply 
“neglected in the Flood Action Plan7’ 
Clearly, the admission of this error in 
Itself would already lead to an overhaul¬ 
ing of the whole^FAP. 

If disasters are to be prevented in 
Bangladesh, the protection of the people 
living along the coast and on islands is un¬ 
doubtedly a priority task. Reportedly, dur¬ 
ing the 20-year period from 1965 to 1985, 
some 25 damaging cyclones have taken 
place. The number of victims caused in 
particular by the cyclones of 1970 and 
1991 may be difficult to as.sess with preci¬ 
sion, but was far larger than that caused 
directly by any of the annual floods 
during this same period. Particularly 
vulnerable to storm surges are those 
hundreds ot thousands of landless and 
landpoor peasants who are forced to eke 
out a living on char- and island-areas in 
the eastern part of the estuary. Here, the 
‘funnel-shaped topography’ near the 
mouth of the river Feni results in relatively 
high surges. It is far from coincidental that 
the inhabitants of Swaiidccp island have 


been decimated both in 1970 and in 1991. 
If no effective measures are taken, this 
year’s cyclone disaster could be repeated 
at any time in the future. 

Second, both Bangladeshi and foreign 
experts appear to agree that effective pro¬ 
tection against cyclones is technically 
feasible. The package of measures should 
include the construction of a sufficient 
number of earthern killas (mounds) as 
well as of shelters for human beings close 
to the peasants' own dwelling places. 
Other necessary measures are the con¬ 
struction and/or rehabilitation of coastal 
embankments, in combination with the 
planting of forest trees on t he seaside of 
such embankments. Existing embank¬ 
ments even if poorly maintained have 
reportedly helped to ‘considerably 
mitigate’ the effects of cyclone disasters. 
As the Dutch water control expert Fred 
Koch stressed at the Delft seminar, “it is 
technically feasible for civil engineers to 
design cyclone proof embankments”. He 
questioned the narrow ‘cost-benefit 
analyses’ of western institutions which has 
hampered the allocation of monetary 
resources for the given purpose. “Donors 
are only willing to invest large amounts 
when the economic feasibility is made 
clear;’ 

However, the most crucial impediment 
to designing and implementing an effec¬ 
tive cyclone protection programme may 
well lie in the very class structure of 
Bangladesh society it.self. The dominant 
class within the country’s economy is the 
commercial bourgeoisie—a parasitical 
class which is not interested in productive 
investments in agriculture and industry, 
and which enormously benefits from the 
massive aid flows accompanying each 
major disaster in Bangladesh. In con¬ 
sequence, this commercial bourgeoisie is 
ready to sacrifice the lives of hundreds of 
thousands of landless peasant women and 
men; the defence of this bourgeoisie’s 
material interests leads in practice to an 
attitude of cruel negligence. Therefore, a 
fundamental prerequisite to achieving the 
aim of di.sa.ster prevention is the ‘overhaul¬ 
ing’ of class relations. Without a revolu¬ 
tionary transformation il is highly unlikely 
that effective protection of the population 
against cyclone catastrophes can ever be 
envisaged in Bangladesh. 

lNolt*» 

1 Fred Koch, ‘The land Keclamalion Project 
in Bangladesh—A Case Study on Cyclone 
Preparedness', Mfl Hydraulics, April 1988, 
P 9 

2 Matiur Rahman and Syed Ajijul Haque, 
Slones about Loot mg hv the Mich (in 
Bengali), Suchna, Dhaka, April 1987 

.1 Resolution ot the Working Group on Coastal 
Protection adopted at the seminar on 
‘Bangladesh Disaster Issues and Prrspectise’, 
Dcifi, ihe Netherlands, September 3, 1991 
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What Big Powers Want from UN 

Siddharth Lhib** 

The international policeman concept that is being thrust upon the 
United Nations by the US is too closely derived from great power 
attitudes towards international affairs: the selective use of military 
might. 


Thb fashion in Ihe Wesi these days is to 
ask great things of the United Nations, 
This feeling dominated the Security 
C'ounctl summit last week, which lor the 
first time ever met at the heads of state 
level The Council’s five permanent 
members shared the podium with the 
handful of lesser countries honoured with 
brief entry to this select club. Taking the 
cue from president Bush, leaders from 
North and South opined that com¬ 
munism’s defeat meant that the UN could 
usher in a brave new world of co¬ 
operation and peace There is substance 
to this hope, but Western plans for the UN 
threaten to abort ii The West has yet to 
understand how best to employ the UN 
to work for a post-C'old War peace 

The UN’s new boosters, namely, the US 
and Its West f-uropean allies, say that the 
organi.sation—no longer frozen by the 
Cold War—should become an inter¬ 
national policeman, obeying the collective 
will of the world’s peoples. Propostils tor 
expanding the UN’s peacekeeping func¬ 
tions have flown thick and fast since the 
Ciulf War. Most suggestions focus on 
creating a si/eable UN army that—on the 
Security Council’s asking—would in¬ 
tercede in civil wars and regional conflicts 

Such iseacekeeping, called ■preventative 
diplomjicy’ by its proponents, would dif¬ 
fer radically Irom the UN’s traditional 
peacekeeping respoiistbililies. Currently, 
UN forces maintain ceasefires, police 
borders and oversee elections, but arc not 
asked to impose peace on warring groups 
But the new proposals would create a UN 
force that would have the military strength 
to intervene in conllicts like those raging 
in Somalia and Yugoslavia The aim, 
clearly, is to ensure that local conflicts do 
not trouble the world now that the Cold 
War has been fought and won. This hope 
moved president Bush greatly at the sum¬ 
mit. He declared that the UN’s original 
Charter had finally become “a living, 
breathing document Alter so many years, 
it may still be in ns infancy, requiring the 
careful and vigilant nursing of its parents, 
but I believe m my heart that it is alive 
and well!’ 

Bush IS correct in thinking that the UN 
can be reiuvenated now that the US has 
defeated the former USSR and re¬ 
established Its post-World War II Pax 


Americana. But he, and his European 
allies, arc misled in their ambitious plans 
lor the UN. The UN cannot be the inter¬ 
national policeman the Western powers 
hope for. Their new-found faith in the UN 
will be disappointed if the closing of the 
Cold War is used to push only this limited 
agenda. Do not be surprised if in a few 
years we once again sec the US accusing 
the third world of having hijacked Ihe UN. 

The problem, at root, does not have to 
do with whether the UN can help to make 
the world a more peaceful place. It can. 
The scope for expanding multilateral 
decision-making is undisputable now that 
the nearly century-old East-West divide 
has ended. Even with all its wans, the UN 
remains a useful forum. The problem lies 
much more in the fact that the Security 
Council’s permanent members persist in 
forcing an anachronistic division of power 
on a very changed world 1992 is not post- 
World War II 1947 

The US has led other veto-holders in 
believing that the UN can function even 
il Security Council permanent member¬ 
ship IS not reviewed. This is despite the 
iact that both prime minister Narasimha 
Rao and Venezuelan president Carlos 
Andres Perez made bold references in 
their summit addresses to the need for 
such a review. But the Bush administra¬ 
tion, according to a US mission spokes¬ 
man who spoke off the record, has “no 
position on this issue”. This is short¬ 
sighted stalling. Support for reviewing 
Security Council membership developed 
last yeai at the lime of the Gull War and 
escalated with the Soviet Union’s collapse 
It IS no secret at the UN that a primary 
aim of the Security Council summit was 
to still dispute over whether Russia should 
fill the vacant Soviet seat. But these sticky 
questions will not simply disappear, as the 
Council’s veto-wielding members hope 
.lapan, which now contributes more to the 
UN’s budget than Britain and France 
combined, is likely to push for a perma¬ 
nent seal when its rotating membership 
ends in two years. So will Germany, cur¬ 
rently preoccupied with its East German 
mess and so keeping a low profile. Every 
other ambitious power will then make its 
pitch for a permanent seat 

Western commentators have depicted 
the dangers ol reviewine Sevunty Council 


membership in bleak terms, harking fre¬ 
quently to Pandora’s box. There is truth 
to the concern that the search for a new 
balance of power at the UN could in¬ 
advertently unravel the organisation. But 
there is also a great deal of self-serving 
exaggeration. Britain and France are 
understandably leery of being asked to 
leave; China scared of the Japanese giant 
sharing control of Asia. 

More to the point, such a review must 
be taken if realistic things are to be asked 
of the UN. The international policeman 
concept IS loo closely derived from Great 
Power attitudes towards international af- 
lairs: Ihe selective use of military might. 
A senior UN official noted in private that 
peacekeeping operations would be direct¬ 
ed only to countries that do not hold veto- 
power or are not on Ihe Security Council. 
Can you picture a UN force challenging 
Chinese repression in Tibet? 

A Security Council that more accurate¬ 
ly reflects the importance of regional 
powers might be less enamoured of such 
unrealistic solutions The search for agree¬ 
ment within an expanded and represen¬ 
tative council would force thinking about 
other ways in which the UN could work 
to resolve localised conllicts. While it is 
wishful to imagine that such a council 
would be perfectly equitable—Big Powers 
always carry big sucks—or lead to some 
international state of nirvana, it would 
function fai better than Ihe current 
Security Council 

But the goal of strengthening the UN 
as the ideal forum tor multilateral 
diplomacy in the post-Cold War period is 
threatened on two Ironis. 

One, governments of countries that arc 
not contenders for Security Council per¬ 
manent membership are increasingly 
suspicious of the UN They equate, 
erroneously, the US’s current dominance 
of the UN with the US employing Ihe 
organisation as a tool of foreign policy 
I his IS simplistic The Security Council's 
near-unanimiiy during the Gulf War was 
a one-shot affair Few other situations will 
find Ihe council’s members reaching 
agreement So easily, especially if Germany 
and Japan pay a larger share of UN costs 
and council membership is reviewed. 

The other threat is even more potent 
It has Its roots in the US’s long tradition 
of isolation and of eschewing multilateral 
negotiations. These feelings have gained 
strength in the US over the last decade 
despite president Bush’s apparent re¬ 
discovery ot the UN system. Il is likely 
that Bush’s faith in collective action will 
prove to be mere rhetoric once he finds 
that the UN’s lesser members do not ac¬ 
cede to the wishes of the world’s remain¬ 
ing superpower. Yet another potential 
peace dividend of the Cold War’s closing 
will have been Iriiiered away. 
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PERSPECTIVES 


President and Prime Minister 

$ R Sen 

Democracy in government has of necessity to have some check 
and balance provisions, some of which our Constitution had 
originally provided but which were later subverted by the 42nd 
and S2nd amendments. This article draws attention to certain 
important issues on which there is an urgent need to make a 
formal reference to the Supreme Court. 


RECENT events have made it necessary to 
re-examine the role of the President in the 
context of our Constitution af* originally 
contemplated by the Constituent Assembly 
when It passed the Constitution in 1949 and 
at present as a result of the 42nd and 44th 
amendments. 

K M Munshi s Vilws 

K M Munshi, who was a distinguished 
jurist, member of the Drafting Committee 
of the Constituent Assembly, member of the 
Union Cabinet and also a Governor ol Uttar 
Pradesh and a strong advocate of the adop¬ 
tion of the British parliamentary system in 
the Constituent Assembly, subsequently 
wrote as follows, in the light of 17 years’ 
experience'of the actual working of the 
Constitution; 

Article 60 of the Constitution relating 
to the President’s oath of office, runs; 
Every President and every person acting 
as President or discharging the functions 
of the President, shall, before entering 
upon his office, make and subscribe in 
the presence of the Chief Justice of India 
or, in his absence, the seniormost Judge 
of the Supreme Court available, an oath 
or affirmation in the following form, 
that IS to say— 

“1, AB, do swear in the name of 
God/solemnly affirm that I will faith¬ 
fully execute the office of President (or 
discharge the functions of the President) 
of India and will to the best of my abili¬ 
ty preserve, protect and defend the Con¬ 
stitution and the law and that 1 will 
devote myself to the service and well¬ 
being of the people of India!’ 

It follows from the oath that the Presi¬ 
dent has his paramount obligation to 
“preserve, protect and defend” the 
Constitution. 

The Emergency Provisions deal with the 
situation when there is a constitutional or 
financial breakdown or disruption of 
internal tranquillity in a State. In such a 
situation, the Centre could intervene as 
representing the nqjion in discharge of its 
responsibilities to the citizens as a whole, 
regardless of the regions in which they live 


The President's powers and functions 
are intended to enable him to take 
somewhat similar emergency action with 
regard to the Centre- 
fa) if there is an impending constitutional 
breakdown; 

(b) if there is a grave threat to the security 
of the country which is not being met 
successfully; 

(c) if the Government for the time being 
could not or would not meet internal 
disruption successfully 

In such a situation the President and the 
Governors nominated by him become a 
network, keeping the country together and 
meeting the situation as temporary custo¬ 
dians of the Constitution. 

In the first formative years of Free 
India, a domineering Prime Minister and 
a gentle President were responsible for the 
practice in which the position of the Presi¬ 
dent appeared to have become no better 
than that of a figure-head. I can only hope 
that, it a crisis as envisaged in the 
preceding paras arises, conceivably a 
President will be found strong enough to 
exercise the ptiwers vested in him to meet 
the situation. 

iockily during the last 20 years, no such 
occasion has arisen The country has tid¬ 
ed over crisis alter crisis, but that should 
not make us blind to the grave possibilities 
of a situation arising out of constitutional 
breakdown or internal chaos or external 
aggression or when the parly in power at¬ 
tempts to convert itself into a monolithic 
dictatorship as in the USSR. In such a 
contingency, the President could and 
should invoke his powers and uphold his 
oath of office, if necessary by exercising 
his powers as the Supreme Commander 
of the Defence Forces of the Union 
(Article 53(2)). 

—Pilgrimage lo Freedom, pp 275-76. 

Munshi’s important point that “the Presi¬ 
dent and the Governors nominated by him 
become a network, keeping the country 
together and meeting the situation as tem¬ 
porary custodians of the Constitution” 
needs to be specialty noted. 

Munshi has further said; 


The President represents the people of 
India, as against the Union Ministers who 
represent only the majority party in 
Parliament, thus making him not only the 
head of the Union, but the concrete em¬ 
bodiment of the Union. 

The President takes an oath “faithfully” 
to execute the office of the President and 
tc protect and defend the Constitution. In 
the result, he has to maintain the Constitu¬ 
tion against inroads from whatever 
quarter they may come. Further, he takes 
an oath to advance the well-being of India 
and thus represents the will of the people 
in securing their unity and welfare and 
maintaining the country's integrity. 

From this oath flows the President's 
power and responsibility— 

(a) to .suspend pans of the Constitution 
in an emergency in a State (Part 
.Will) when he thinks it proper to do 
so; 

(b) to obtain the opinion of the Supreme 
Court on any question of law or fact, 
of such a nature and of such an im¬ 
port that he considers it expedient to 
do so (Article 143); 

(c) lo appoint the Attorney-General to 
serve during his pleasure and give him 
such remunerations as he may determine 
so that, in conceivable circumstances, he 
might receive independent advice on con¬ 
stitutional matters (Article 76). 

These provisions establish the 
machinery available to ‘the President 
independently of the Ministry to prevent 
the Constitution from being twisted out 
of shape by political pressures or constitu¬ 
tional mishaps 

If the powers of the President are pased 
on to the Prime Minister and the former 
becomes a figure-head, the character of 
the Union as a quasi-federation will be 
totally destroyed The Union’s one and 
perhaps the greatest agency for maintain¬ 
ing the unity of the country will also be 
materially impaired. 

The President is vested with the 
prerogative power to appoint the Prime 
Minister and to dismiss him, the other 
Ministers being appointed on the advice 
of the Prime Minister. 1 he Ministers hold 
office only during the pleasure of the 
President; although the Council of 
Ministers is collectively responsible to the 
House of the People. 

An incident from British history would 
help lo illustrate the difference between the 
power of the British Monarch and our 
President. Describing the historic events 
which led to the formation of the great 
coalition Government in England in 1940 
under his Premiership, Sir Winston 
Churchill writes of his reaction after King 
George VI had asked him to form a new 
cabinet' 
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The King had made no siipuiation 
about the Government being national in 
character, and I felt that my commis¬ 
sion was in no formal way dependent 
upon this point. But in view of what 
had happened, and the conditions 
which had led to Mr Chamberlain's 
resignation, a Government of national 
character was obviously inherent in the 
.situation. If I found it impossible to 
come to terms with the Opposition 
parties, I should not have been constitu¬ 
tionally debarred from trying to form 
the strongest Government possible of all 
who would stand by the country in the 
hour of peril, provided that such a 
Government could command a 
majority in the House of Commons.. 

It is evident, from what Sir Winston 
Churchill states, that it was the King’s 
prerogative to stipulate that Sir Winston 
should form a Government which was 
“national in character”. Under our 
Constitution the President cannot force a 
Prime Minister to form a National 
Government, but can dismiss the Ministry 
or dissolve the Parliament. Of course the 
President will not have recourse to such 
drastic courses except in an emergency. 

The Council of Ministers is mentioned 
only in two Articles—Articles 74 and 75 
in Chapter 1—while the President is men¬ 
tioned in all the Chapters of Part V as well 
as in many other Parts, especially in 
Part XVIII (Emergency Provisions) and 
Part XX (Amendment of the Constitu¬ 
tion). His powers and functions, therefore, 
are not only executive, as of the Council 
of Ministers, but also legislative, judicial, 
constitutional and prerogative. 

Article 74 says that “there shall be a 
Council of Ministers with a Prime 
Minister at its head to aid and advise the 
President in the discharge of his func- 
lions". This article can only be taken to 
apply to the functions mentioned in the 
Chapter in which it occurs and cannot em¬ 
brace discretionary powers and rights in 
the nature of prerogatives otherwise vested 
in the President. 

—Ibid, pp 266-67. 
Munshi has also said: 

The proposal to incorporate instruc¬ 
tions that the President would be bound 
by the advice of the Ministers was deleted 
by the Constituent Assembly. The provi¬ 
sion in the Irish Constitution that the 
President should accept the advice of the 
Ministers was also not incorporated in our 
Constitution. And the proposal to follow 
the precedent of the Constitution of the 
French Republic of 1875 electing the Presi¬ 
dent by a vote of Parliament was rejected. 

There was a sharp difference of t^iinion 
as to whether the President should be 
fettered by an Instrument of Instructions. 
When Article 74 of the Constitution 
(Article 61 of the Draft Constitution) was 
moved on December 30, 1948, on objec¬ 


tions being raised, Ambedkar assured the 
House that he would include an Instru¬ 
ment of Instructions to the President. 
Next day he moved the following 
amendment: 

That after clause (5) of article 62, the 
following new clause be inserted: 

‘(5) (a) In the choice of his Ministers and 
the exercise of his other functions 
under this Constitution, the Presi¬ 
dent shall be generally guided by the 
instructions set out in Schedule III- 
A, but the validity of anything done 
by the President shall not be called 
in question on the ground that it 
was done otherwise than in accor¬ 
dance with such instructions.’ 

As a result of our discussions, it was 
decided to omit the clause, and the 
Schedule of Instructions was never placed 
before the Constituent Assembly. 

During the course of the debate on 
October 14, 1949, those who were keen to 
have the Instrument of Instructions incor- 
tiorated in the Constitution pointed out 
that without it the President would be 
under no obligation always to act on the 
aid and advice of his Ministers. Ambedkar 
and Alladi relied on the British and 
Dominion conventions and assured the 
Constituent Assembly that the President 
of India had the same powers and func¬ 
tions as the constitutional Governor- 
General or the British Monarch They 
missed the point that the Dominion 
Governor-General is the agent of the 
British Monarch and is controlled by an 
Instrument of Instructions, precisely the 
means of restraint which had been deleted 
with their support. 

As already pointed out, the powers of 
the British Monarch were nowhere defin¬ 
ed and it was impossible to determine as 
to how much or how little he can interfere 
in the activities of his Government. 
Further, the British Monarch has only one 
constitutional adviser, namely, his Prime 
Munster, while according to our Constitu¬ 
tion, apart from the Council of Ministers, 
the President can obtain advice from the 
Attorney-General (Article 76), the 
Chairman of the Council of State and the 
Speaker of the House of the People 
(Article 118(3)], the Election Commis¬ 
sioner (Article 103(2)], the Supreme Court 
(Article 143), and the Governor of a State 
(Articles 341 and 342). 

The fact is that these eminent jurists, 
when they thought of the President of 
India, thought of the British Monarch. 
The Constituent Assembly having drop¬ 
ped the Instrument of Instructions, mere 
wishful thinking could not transform an 
elected President into a constitutional 
Monarch or a Governor-General. 

The President, therefore, is under no 
legal obligation to accept the aid and 
advice of the Ministry. Sir B N Rau rightly 
observes that ‘even if in any particular 


instance the President acts otherwise than 
on ministerial advice, the validity of the 
act cannot be questioned in a court on 
that ground. 

As a result of a note which I submitted 
to the Drafting Committee of the Cmitti- 
tuent Assembly, Article 78 was added, im¬ 
posing the duty on the Prime Minister- 
fa) to communicate to the President all 
decisions of the Council of Ministers 
relating to the administration of the 
affairs of the Union and proposals for 
legislation; 

(b) to furnish such information relating 
to the administration of the a^rs of 
the Union and proposals for legisla¬ 
tion as the President may call for; and 

(c) if the President so requires, to submit 
for dm consideration of the Council 
of Ministers any matter on which a 
decision has been taken by a Minister 
but which has not been considered by 
the Council. 

The President and the Governors pro¬ 
vide a network of uniHed power for the 
whole country, it is of the highest impor¬ 
tance therefore to maintain it. The Gover¬ 
nor is the agent of the President and, qua 
the administration of the State, the con¬ 
stitutional head with certain express 
powers. 

Articles 78 and 167 were intended to 
enable the President or the Governor, as 
the case may be, to keep himself in close 
touch with the day-to-day administration. 

However, in actual practice, the network 
has been seriously disrupted by various 
factors: 

(1) The selection of the Governor is not 
made on merits; the choice is made 
between the Prime Minister and the 
Chief Minister of the State. 

(2) At every important stage, the Chief 
Minister steps in to reduce the 
Governor to a figure-head. 

(3) The Governor’s job is, more often 
than not, treated as a reward for past 
services, regardless of the competence 
of the person. 

(4) Several Chief Ministers display a 
partiality for a Governor coming from 
the State itself, to secure an ally in 
developing regional chauvinism. 

(5) The Governor’s contact with the 
Centre is impeded at every step. His 
fortnightly letter—a confidential 
communication—addressed to the 
President on the affairs of the State, 
passes through the Chief Minister. He 
would be a bold Governor who could 
comment frankly on the affairs of the 
State in such a letter. 

In order that the Governor can 
discharge his duties properly, he must be 
given every facility to remain in touch with 
the administration. 

Article 167 imposes duties, similar to 
those prescribed for the Prime Minister 
qua the President under Article 78. on the 
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Chief'MlnUter of a State to foniiih infor-. 

mation to the Governor of that State; but 

it has*been a dead letter in leveral States. 

—Ibid, pp 268-71. 

PRESIDENT’S DUTIES AND RIGHTS 

The diatinction made by Munshi that 
while the powers and functions of the Coun¬ 
cil of Ministers are ‘executive^ those of the 
President are also ‘legislative, judicial, con¬ 
stitutional and prerogative' neixls also to be 
specially noted. 

What Munshi ha'tabout the duties 
imposed by Article 167 on the Chief 
Ministers vis-a-vis the Governor and about 
the deliberate violation of this Article by 
some Chief Ministers, would seem to apply 
now to Article 78 also vis-a-vis the Prime 
Minister and the President. 

Bagehot said that although the British 
monarch has, through an evolving process 
of convention, ceased to possess any direct 
political power, he still possessed a very im¬ 
portant right, viz, “the right to be consulted, 
the right to warn, and the right to en¬ 
courage” {English Constitution, pp 67-68). 

Regrettably even this basic right has been 
sought to be denied to the President in India. 
It is obvious that the President cannot exer¬ 
cise this important right to be ‘consulted’, 
to ‘warn’ and to ‘encourage’ if he is denied 
the requisite information and opportunities 
to meet the Prime Minister frequently and 
regularly. It is pertinent to note that in 
Britain the' convention is that the Prime 
Minister must meet the monarch regularly 
almost every week and provide her all the 
material information that she asks for. 
Justice Krishna Iyer stated in his judgment 
in Samsher Singh case that the influence of 
the Crown in Britain has grown with every 
curtailment of its legal powers by conven¬ 
tion or statute. A similar result is likely to 
follow in India too, for, as has been well said, 
“the voice of reason is more readily heard 
when it can persuade but no longer coerce” 
But this cannot happen if the President does 
not get information and opportunity to be 
heard. 

But, as Munshi has pointed out, the 
President in India has been given by the 
Constitution a much more important role 
than the British monarch has. 

The British monarch does not face the 
problem of Union-State relations and possi¬ 
ble differences in position taken or advice 
given by Union and Slate Councils of 
Ministers (especially in legard to matters 
covered by Stale and Concurrent Lists af¬ 
fecting such relations). There is, in fact, no 
British convention or precedence to be 
followed in this regard. On the other hand, 
the Indian President has been given a 
definite role in regard to this in a number 
of Articles. 

This role, implicit in the Constitution as 
passed in 1949, has been taken away by the 
42nd amendment of the Constitution which 


added to Article 74(1) the words “who shall, 
in the exercise of his functions, act in accor¬ 
dance with such advice”. This amendment 
has reduced the President to virtually a ‘rub¬ 
ber stamp’ of the Union Council of 
Ministers or a mere ‘figure-head’ not¬ 
withstanding the assurance of Pandit 
Jawaharlal Nehru in the Constituent 
Assembly to the contrary. The amended 
Article 74(1) makes nonsense of Articles like 
274. It is also inconsistent with several 
original Articles, e g, 75(1), 76, 103(2), 
118(3), 143, 317, 341 and 342. 

This amendment was obviously drafted 
without due care, lb correct this deficiency, 
there is a case for further amending it to add 
the words “except where there is a specific 
provision to the contrary in another Article 
of the Constitution” after the words “such 
advice” at the end of present Article 74(1). 

Indian Situation Difkerent from 
British 

It is generally admitted that the Indian 
Constitution is sui generis. Undoubtedly, it 
has some elements similar to those in the 
British Constitution but there are other 
elements similar to those in the Australian, 
Canadian and US Constitutions and the 
Government of India Act, 1935. The British 
conventions do not, therefore, necessarily 
apply to the Indian Constitution. Unlike the 
British monarch, the President of India is 
not “hereditary” Head of State but a Head 
of Slate who is elected by members of the 
Union Parliament as well as the State 
Legislatures. He has a duty not only to the 
Union but also to the States. Opinions given 
by jurists in this regard are not unanimous. 
Views of M C Setalvad and Alladi 
Krishnaswamy Iyer have been contested by 
K M Munshi, B N Rau, P B Mukherji and 
M M Ismail. Although the Supreme Court's 
judgment in this regard in Sardarilal case 
(AIR 1971 SC 154) has been later superseded 
by its judgment in Samsher Singh case (AIR 
1974 SC 2192) and the 42nd amendment, it 
cannot be said that the controversy has 
definitely ended and what has been done by 
one amendment cannot be undone by 
another amendment. 

There is no question that the President 
should act in accordance with ihe advice 
given by the Union Council of Ministers so 
far as Entries covered by the Union List (and 
Union occupied Entries of Concurrent List) 
of the Seventh Schedule are concerned But 
one can make out a case that so far as 
Entries in the State List (and entries in 
Concurrent List not occupied by Ihe Union) 
of the Seventh Schedule are concerned, the 
position IS somewhat different. Here the 
President need not be governed by the words 
which only the 42nd amendment has added 
to Article 74(1) and did not occur in the 
Article a> it was originally passed by Ihe 
Constituent Assembly in 1949. In any case 
the constraint imposed by the 42nd amend¬ 
ment cannot apply when the Union Coun¬ 


cil of Ministers does not have majority sup¬ 
port in Lok Sabha. 

Further, in the matter of Emergency Pro¬ 
visions in Part XVIll of the Constitution, 
especially Articles 352, 356 and 360, it is 
important that the President should be 
something more than a mere “rubber stamp” 
of the Union Council of Ministers where 
there is a difference of opinion between the 
Union Council and a State Council of 
Ministers. The President may not be con¬ 
ceded the power to declare Emergency on his 
own but he should have the duty and right 
to satisfy himself personally that the advice 
given by the Union Council of Ministers to 
declare an Emergency is justified and should 
be in a position to exercise his “individual 
judgment” and not be obliged to act merely 
as a “rubber stamp” on such an important 
issue in Union-State relations as the need for 
invoking such last resort and drastic powers 
as Articles 352, 356 and 360. 

Emergency is a very serious matter. Both 
the Head of State and Head of Government 
must be personally and independently 
satisfied that there is soon an Emergency 
situation that normal powers arc not ade¬ 
quate and last resort powers like those given 
by Articles 352, 356 and 360 must be used. 
If on the basis of Ihe 42nd amendment, the 
Head of State in India has necessarily to 
override the views of Ihe Head of a State 
Government merely on the advice of the 
Head of the Union Government, the way 
will be wide open to assumption of dic¬ 
tatorial ‘powers’ by the Head of the Union 
Government, a possibility against which 
Munshi had So prophetically cautioned as 
early as 1967. 

As Lord Acton said, “absolute power cor¬ 
rupts absolutely”. The experience of last 40 
years has shown that there is a much greater 
risk of exercising ‘absolute power’ by the 
Head of the Union Government than ^ the 
Head of State in India. Assumption of dic¬ 
tatorial powers is no longer feasible by Ihe 
President but Is quite feasible by the Prime 
Minister, especially after the 42nd and 52nd 
amendments, i f he has large majority in Lok 
Sabha and over two-thirds majority in his 
own parly. 

The 42nd amendment ensures that the 
President of India is no longer in a position 
to exercise ‘absolute power'. There is now a 
case for providing further, in the interest not 
only of democrac> but also of healthy 
Union-State relations, that the Head of the 
Union Council of Ministers is not able to 
invoke Emergency powers provided under 
Articles 352, 356 and 360 of the Constitu¬ 
tion all by himself This can be ensured only 
if there is a new proviso added to Article 74 
as under. 

Provided further that Ihe President shall act 
on the advice of the Union Council of 
Ministers to invoke Ihe Emergency powers 
under Articles t52, 356 and 360 of iheCon- 
siituiion only if in his individual judgment 
the other powers given by the Constilulion 
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are not adequate and there is need for 
exercising these last resort powers. 

As Munshi has pointed out. Article 60 of 
the Constitution makes the President the 
most important ‘scnttnel’ of the polity To 
deny him the powers which will enable him 
to lunclion as a Sentinel effectively, is 
fraught with great danger. If there is a real 
Lmcrgcncy, the I’resident would naturally 
act upon the tidvice given by the Prime 
Minister lint if he feels that the giound foi 
exercising Lmergericy powers given by the 
Union ( ouncil ol Minisleis as against a 
Stale ( oiineil of Ministers, does not exist, 
the presumption should be that Ihctc is no 
real hmergency. The only way to ensure that 
tmeigeney powers arc not used except as a 
Iasi resort or to establish dictatorship is to 
provide by a lurther amendment ol Article 
74 that such a crucial action as the use of 
these last resort powcis must lequiie iii- 
depciidcnt concurrence of both the Prime 
Minister and the President 
At present m a dispute between the Union 
and .1 State, iii which a icfcrcni.e to the 
Siipieitic ( ourt undei Aiticic 149 is not 
feasible, a final decision bv the Union f oun- 
cil ol Ministers alone is often seen by a Stale 
Council ol Miiiistcis as being less than lair 
because the Union ( ouncil appeals lo it as 
both a disputant and a judge This may be 
taken care ol by a provision that the Union 
C ouncil ol Ministers shall consult the Vice 
President of India (assisted by two experts 
ol his choice) while reconsidering its advice 
to the President on a reference back (rom 
him undei Article 74 and the President shall 
act in accoidancc wnli the advice tendered 
after such rctonsidcralion. I his will be an 
useful check against inadequately coiisidcietl 
or biased action in a dispute 

Nl 11)1 I) AMI NDMl Nl Ol Ari K 11 74(1) 

These were some ol the considerations 
which lay behind Ihe pioposal lo amend 
Ailiele 74(1) of the Consiiiiiiion made in the 
article entitled “Reforming Our System ol 
Cioveiiimenl" that was published in / /'M 
d.iled March 2-9, 1991 If such an amend 
ineiit cannot be passed easily, it will be 
desirable to make a turmal relcicnce lo the 
Supreme t ciuri on the various points in.itlc 
bv Shri Munshi and be guided by lhai 
Court's decision and csl.iblishing ap- 
propiiaic cotiveniioiis 

for convenience, the ic\i ol that proposed 
aineiidmeni is reproduced below- 

Ariicic 74. C ouncil ol Miiiistcis lo Aid and 
Advise Ihe I'leMdcni - 
(I) There shall be a Coiiiu il ol Miiiisleis willi 
(he Prime Miiiisici as the head lo aid and 
advise the Piesideni who shall, in ihc escr 
CISC ol Ills escciilive lunclions acl in accor- 
daiiee wiili such advice, except wheie he is 
s|Hx'ifieally required by aiioihei anicleol ihe 
Ooiistituiion lo acl wiih ilie advice of 
anothei authority or in his discrelion 
Provided (hat the President may icquire 
the Council of Minislcrs lo reconsider such 


advice, either generally or otherwise, after 
obtaining the opinion of the Vice-President 
of India (assisted by two experts of his 
choice) and the President shall act in accor- 
danee with Ihe advice tendered after such 
reconsideration 

Provided further that the President need 
nut acl in accordance with such advice regar¬ 
ding Ariicics .152. 356 and 360 il he is not 
satisfied in his individual judgment about its 
necessity 

1 his IS, in lad, in line with the spirit of 
Article 163 regarding powers ol the Gover- 
noi II IS a matter of regret that in recent 
years several allcttipis have been made to 
denigrate the President for example, one 
former Prime Minister got the 42nd Amend¬ 
ment passed, anothei sought to deny the 
President his consiiiutional light under 
Article 78 and a third, who did not even 
command majority suppuil in Lok Sablia, 
publicly ciiticised the President lor seeking 
lo exercise his constitutional rights and per- 
lormmg his constitutional duties, oblivious 
ol the President’s bioadei electoral mandate 
than Prime Minister’s and Article M). 

Some people even supported them on the 
giound that there should not be ‘dual cen 
Ires ol powci’ 111 a democratic system, and 
all powei should belong lo the Head ol 
government and none to the ifead ol Stale 
But this IS a too narrow legalistic applica 
lion ol supposed British practice (which is 
iioi cleat) to the Indian eonstiiution. whicn 
IS si/i generi', I iisi, in Britain, there was a 
long snuggle lot translci of power from a 
heicditaiy absolute monarch lo an elected 
democratic Pi line Minislei and yet sound 
codes ol conduct wcic evolved that the 
Prime Ministci did not behave iriesponsibly 
Uiilorlurialciy, in India cuch codes ol con 
duct have not been yei evolved. It is woilh 
lecalliiig that in the absence ol such codes 
ol londuci in llic Wciinci Republic ol 
(leiinany. which rather blindiv copied llic- 
supposed British conslitiitional praclice and 
emasculated ihe Prcsidciii that Hiller, who 
had acqiiiic'd large majority conliol in both 
llic Icgislutiirc and his party, could iranslonn 
his posilion as Chancellor (or Prinie 
Minislei) into that ol a dictator ( ontrary 
to the pie war I rencli constitution quoted 
hy Shri Munshi, which came lo a sad end, 
the present fTc-iich conslilulioii gives 
explicitly I'oiisideiable independent powers 
lo Ihc President and ‘dual centres c)f power’ 
and democracy do ’co-habil’ quite benefi¬ 
cially in hraiue today In USA. constitu¬ 
tional scpaialion of powers between the 
President and the Congress docs rcprcscMil 
very uselul and clleelive ‘dual centres ol 
power’ in a deniocracv 

Risk Ol l)i< i aioksiiii' oi Pkimi 
Minimi K 

The untortunaie practice evolved in India 
for the President, under the pressure of suc¬ 
cessive Prime Ministers, ro implement 
without question the advice given by the 


Union Council of Ministers (virtually the 
Prime Minister) under Part V, The Union, 
Chapter I, The Executive, Article 74 (after 
42nd amendment) to other quite separate 
areas, say F^rt VI, The States, Chapter II, 
The Governor, Articles 155 and 156 to ap¬ 
point and dismiss Governors (who are con¬ 
stitutionally part of his 'network', as pointed 
out by Munshi, for “keeping the country 
together”) at the behest of the Prime 
Minister, or, say ftirt XII, Chapter I, 
Finance, Article 274 re lax Bills affecting 
States, or, say f’arl XVIII, hmergency Pro¬ 
visions, Articles 352 and 356 to dismiss Slate 
governments (sometimes even wholesale) 
just on the advice of a partisan Prime 
Minisiet. without even going through 
reasonable procedures have led Co serious 
Union Stale friction Attempts by successive 
I’riine Ministers to treat the Governors, who 
arc constitutional Heads ol State govern¬ 
ments in normal limes and agents of the 
President only in F.mergeney, as agents of 
the Union ( ouncil ol Mmisiers even when, 
there is no declared Finergency arc no less 
than iravesiv of the Constitution 

I he result of all these is that there is today 
a real risk ol dictatorship of Ihc Prime 
Minister and certainlv not ol the President. 

I his risk has incicased after the 52nd 
amendment which understandably bans 
dcicciions from political parlies but unfor¬ 
tunately does nothing to ensure democratic 
lunclioniiig within these parties 

DcmiK-racy in government has of necessity 
to have some chcik and balance provisions 
lhat Miinslii had envisaged and some of 
winch oui ( oiistiliilion had originally pro¬ 
vided but which were later subverred by the 
42nd and 52nd amendments. There is an 
urgent need lo make a formal reference to 
Ihc Siipicmc ( ourt on the various impor- 
laiii issues laiscd by Shii Munshi and men- 
iioiK-rl above II the Supreme Court upholds 
the views espiessed, anoihei amendment of 
the ( oustII III ion mav noi be perhaps 
neccssaiv 

II not, iheie is a strong case for agitating 
lot aiieaily aineiidmeni ol Article 74(1)of 
the ( onstituiion as suggested above. There 
IS also a case lot early legislation to ensure 
deinociaiic functioning of recognised 
political parlies and reduction of money 
power and muscle power in electrons 
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Interdisciplinary Organisational Theory 
and Irrigation Management 

A<thuk K Mitra 

Managing Irrigation: Analysing and Inipnning thr l'«‘rroriiiaii(‘«’ of 
BurraucracifN by Norman Uphoff with Prili Ramamurihy and Roy Steiner; 
Sage Publications, New Delhi, 1991; pp 263, Rs 180. 


IN recent years a great deal of attention has 
been paid to propagate the idea of farmer 
managed irrigation system or what is 
popularly known as irrigation association, 
a concept which inculcates the idea of 
peoples' participation in management of 
common property of water resources As 
may be recalled, the renewed emphasis on 
forming irrigation association since late 70s 
has been the realisation that water use ctfi- 
ciency at the tertiary level (below the outlet) 
leaves much to be desired. However, we need 
to remind ourselves that irrigation associa¬ 
tion by Itself, howsoever well it may be 
organi.scd and operated for managing water 
distribution, would not be able to bring 
about the desired change without a .simul¬ 
taneous change in the irrigation bureaucracy 
to match. 

UphofI et al’s Managing Irrigation 
Analysing and Improving the l^rjbrmance of 
Bureaticracie'- is a useful contribution 
towards understanding the phenomenon of 
the functioning of the bureaucracies which 
has received very little attention so tai. flic 
book IS the outcome ol a study by an intei- 
disciphnary group of faculty and griidiiate 
students, undertaken on behalt of the Irriga¬ 
tion Studies Ciroup at Cornell Universiis 
The subject of irrigation bureaucracy being 
new one for analysis some of the conclusions 
ol the study arc analytical and some are 
perspective 

Dealing with ‘Assessing Performance’ in 
the first chapter the authors argue that for 
d realistic assessment of performance 
management should always be considered in 
relative term and not to some abstract ideal 
Assessment of the perlormance with 
reference to (i) irrigation system itscK, 
(ii) the objective of irrigation management, 
and (iii) the context of irrigation manage¬ 
ment puts the issue in proper perspective. 
The empirical base of the study is built 
around 10 case studies, majority of which 
are from Asia because most of the irrigation 
in less developed countries is found there. 
The irrigation cases reviewed are three from 
south Asia (one each from India, Pakistan 
and Sri l.anka), three from south-east and 
cast Asia (one each from Philippines, South 
Korea and Taiwan), two from Africa (o.nc 
each from Kenya and Niger) and two from 
1-atin America (one each from Mexico and 
Peru). In dealing with these systems atten¬ 
tion has been drawn to the difference it 
makes in the extent and kind of management 


required when one has a system several or 
many generations old compared to the one 
in the lirsi or second generation of opera¬ 
tion. The setting ol the analysis is against 
the backgioiind ol distinction bitween 
‘managing’ system in contrast to ‘administer¬ 
ing’ iliein Auiliors’ obscrsation about the 
possibility of diminishing return lo manage- 
menl is a little inliiguing when pul against 
efficiency 1 IlKiency indicates both technical 
and economic cllicicncy and hence theie 
cannot beany conllicl between maximising 
some objectne lunclion .ind optimising the 
cosi ol nidnagcmcnl 

Readers not very lamiliar with the physical 
and organisational siiucturcs which together 
constiiuie an irrigation system’s manage¬ 
ment structure will get a fairly good account 
of the same in chapter 2 of the book The 
aiilhors have attempted a systematic presen¬ 
tation dealing with typological and siruc- 
Uiral variations that arc found m irrigation 
management even though so'me ol the dis¬ 
cussions aie III the realm of organisational 
theoiy 1 his discussion is a pointer towards 
lire implications ot routimsation and rigid 
siriictuie r>l the i’ligation system 

Irrigation svstems are not only varied in 
their physical and organisational structures 
but also m then obiectivcs and the enviion 
meni in winch ihev operate One will have 
lo take into .iccount all these aspects in ad¬ 
dition to understanding the prexess ol irriga¬ 
tion manageinciil, lot improving the 
performance ol iriigation bureaucracies 
I irsi the activities involved in the ptocess ol 
inigalion management arc dealt with, vi/, 
waiei that is delivered to crops, siruclures 
that control water, organisation that 
manages the structures I he relevant issue 
in this study IS the operation and 
mainlcn.irice ol the system which gives rise 
to difticuliics in meeting ciop vyaier re 
quirements according to soil conditions, 
climate, cropping pattern, etc The authors 
raise the question of responsiveness as well 
as of cost III this respect While routine man¬ 
ner ol operating the system versus frequent 
changing is ot relevance m the availability 
of adequate, timely and reliable flow, the 
cost aspect of managemeni is very much 
dcpcnderi upon the original design ol the 
system. As a matter ot fact the flexibility ot 
the system to help smooth management is 
a function ol the design ol any irrigation 
system Ir'-igalion activities depend upon the 
objective ol irrigation management I he 


authors have very effectively discussed this 
aspect in chapter 3 of the book. The 
managers have to play a very complex and 
sensitive lole in trying to match the material 
obiectivcs with the objectives of the water 
users It involves achieving multiple objec¬ 
tives ol (i) greater production and produc¬ 
tivity, (ii) greater reliability, predictability 
convenience and eqiiitv. (m) reduction in 
connicts, (IV) greater resource mobilisation, 
and (V) sustained system performance (pp 
.■iX, 5d, Wl) 

I he hook has a separate chapter on the 
context ot irrigation management and how 
It dllecis objectives and perlormance 
(chapter 4) (he activities ol the manage 
rnent and us obieclives aie verv much con 
ditioned b\ the agioclimatic, lecbmcal, 
economical and scvcial (actors Indeed the 
development ol the system is conceived by 
taking into consideration these laclors In¬ 
stead ol separately Healing these laclors, the 
obieclives and activities ol (he managemeni 
could have been examined against these fae- 
lors in the same chapter 

The oiganisational vaiiahles piesenied in 
chaprer 5 gives an accoiiiii ol dilleient 
leaiures ol the organisational structure and 
orientation along with IcKation and assign¬ 
ment ol the siafl. I he discussion presented 
in this chapter forms the basis ot improv¬ 
ing the performance of the irrigation 
bureaucracy and aie very important from the 
point ol view of bringing about anv change. 
Indeed the discussion presented draws heavi¬ 
ly on what is discussed in the earlier chapters 
in ordei to locus attention on very relevant 
issues like proportion of staff a.ssigned to 
higher level, ratio of administrative staff to 
production siafi, educational/technical 
qualification and placement of the staff at 
various levels, disiuiclion between gazetted 
and non-ga/eited stall, flow ol bureaucratic 
leadership lioin administrative or technical 
service, avenues foi pioniolions, the extern 
ol traiislei and/or tiiiriover, and finally, the 
extent ol deceitirah .alion I he authors draw 
heavily Irom the discipline ot organisalional 
iheorv in then exposition in this chapter to 
help understand the deliciencics—whether 
these arc seen as rooted in the situation that 
individuals linci themselves in oi in the at- 
iitiides and capabilities ot individuals 
Ihemselves (pp IIX. IIV) In lhis connection 
authors h.ive very rightly pcvinied out that 
the pieleiicci activity hv the irrigation 
biire.iucracs is design and lonstruction 
lather than operation and maintenance 

I he second pait ol the book is devt>led 
to discussion on impiovemcnt in manage 
meni siructiue and stvle based on the obser 
cations made in (lail one li begins with a 
discussion on I he possibility ol introducing 
'management bv objectives' loi irrigaiion 
management, then goes on lo discuss 'ptir 
ticipalois m.inagenient' which is supposed 
lo be more pcisasive and diffused Dcccn 
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tnlised management is another aspect 
merits and demerits of which are discussed 
in this part. Further a discussion on 'agency 
reorientation’ presented in chapter 7 is in the 
language and style of business and public 
administration and organisation theory and 
practice. It however, tries to emphasise 
through some case studies that for establi¬ 
shing a link with and proper functioning of 
the users' association a change in the at¬ 
titudes and behaviour of the technical staff 
is a prerequisite. 

The penultimate chapter is a discussion 
on how special and technical variables could 
be synthesised into arriving at optimal out¬ 
comes. In this regard the usefulness of the 
application of hardware and software 
facilities are raised by the authors It is 
argued that variations in hardware and soft¬ 
ware will lake into account the existing levels 
of organisational capacity when deciding on 
technical design and operation of the system 
which can produce results that are more pro¬ 
ductive, more equitable, more cost effective 
and more ecologically sound No one would 
have any quarrel with the proposition for the 
use of computers in respect of organisation 
that are needed to handle the physical struc¬ 
ture, the facilities that can control the water 
being applied to fields, but the crucial ques¬ 
tion is that of the structure, objective, 
attitude, ability and efficiency of that 
organisation making use of the physical 
facilities A further discussion on institution 
building and institutional development deals 
firstly with the process of institutionalisa¬ 
tion that gives an organisation like iriiga 
tion bureaucracy mote than narrowly 
instrumental capacities to achieve the objec¬ 
tives (pp 204, 205) and, secondly, with 
strengthening institutional capabilities fur 
improving agency perfcu-maiice 

By the time the reader proceeds Irom 
Pan I covering 5 chapters to Pan II cover¬ 
ing the remaining 4 chapters, the feeling 
sinks in that it is a book on management 
theory and practice, drawing concepts pro¬ 
fusely from the literature on organisational 
theory and personnel management theory, 
and Its applicability in operating irrigation 
systems. One then starts wondering if this 
is the right approach to bring about efficien¬ 
cy and equity in the distribution of water 
from irrigation systems, specially in coun¬ 
tries of continental dimension like India with 
considciably large storage route to irrigation 
Discussion in the book is quite diffused and 
altct going thiough the whole book one gets 
the feeling of not gelling miicli in icims ol 
anv lirm oi coiisreie workable proposition 
even alter the book has discussed eservthing 
relevant It is ol course inevliable in a book 
on such a subiect Indeed the concluding 
chapiei clearlv bungs out the above obser¬ 
vation I'he aiilhois stale that the measures 
lor improving the iK'i lotinancc ol irrigation 
buicaucracies, to be elleciivc, must be related 
to specific situations and goals Not much 
ol eomloil to learn this, for specific situa¬ 
tions and goals are much varied and 
numeious 


To begin with, if one accepts the view that 
irrigation bureaucracy and users' association 
which represent irrigation organisational 
structures are the kiqgpins in managing ir¬ 
rigation systems, then the job of the irriga¬ 
tion bureaucrats is to assure a timely an'd 
adequate quantity of water with uniform 
specified flow over a given distribution 
system up to a specified level and the job 
of the irrigation association is efficient and 
equitable distribution of the water below the 
given level in the system. Under such a clear- 
cut job description there is no reason why 
conflict should arise between these two 
groups if there is no political interference 
and/or no corruption. Irrigation association 
will then have to grapple with the issues like 


leadership, value situem, momlity and con¬ 
flict resolution for efficient and equitable 
distribution of water amongst its members. 
In this context the workload of irrigation 
bureaucracy, both on field and in the office 
IS of great relevance. No bureaucracy can 
operate a system efficiently if the workload 
on spot checking, field visits, area to be 
covered and paper work are beyond cop¬ 
ing. It is surprising that the authors have not 
touched this issue at alt. Notwithstanding the 
above observations the authors have done 
a singular service to those dealing with ir¬ 
rigation, both administrators and resear¬ 
chers, by comprehensively dealing with a 
very important subject hitherto untouched 
and neglected 


Paradigms of Power 

()m Baktvhi 

Political Theory and Power by Sarah Joseph; E J Brill, Leiden, 1988; 
PP 99. 


AlIMOUCih political science nas been 
taught in our universities for innumerable 
years, it is only in recent times that Indian 
scholars have begun doing meaningful work 
on political theory. Reason, Revoliiiion and 
Rolilical Theory written by Randhif Singh 
in the mid-60s was the first important work 
by an Indian scholar This has been followed 
by other works which have strengthened the 
Icelillg that our scholars arc finally begin¬ 
ning to take serious interest in political 
theory Sarah Joseph's work on the concept 
of power tails in this category. 

Power has been one of the principle con¬ 
cepts which have traditionally engaged 
political thinkers Although in recent years 
a lot of work has been done on the concept 
of power, the quality of much of it leaves 
Sarah Joseph disappointed. Indeed, in her 
view, even “the insights into the nature ol 
power” piovided by earlier thinkers have 
been lost It is this phenomenon that she 
seeks to understand in her book. 

A study of political concepts presents 
serious difficulties, for a concept does not 
have an independent existence of its own. It 
derives its meaning from the theory of which 
It IS a part. Sarah Joseph is aware that “the 
meaning ol a concept can only be under¬ 
stood within a theory" which is why she tries 
to understand the concept of power by 
analysing some of the theories which have 
dominated conicmpoiary thought 

She selects four types ol theories for 
study rational choice theories, systems 
theories, "structuralist-Marsisi theories” 
inspired by Althusser and “theories which 
have adopted the Hegelian-Marxist ap¬ 
proach found in the work of cultural 
Marxists”. She studies these theories by 
analysing their representative thinkers like 
F.aston in the case of systems theory and 
Poulantzas with regard to structuralisi- 
Marxist theory 

She selects these theories on the ground 
of their popularity in contemporary thought. 


It is not difficult to find tault with her selec¬ 
tion One may feel that a thinker like Parsons 
IS no longer as popular today as he was a 
few years ago. This kind of criticism is as 
common as it is naive. It not only confuses 
the contemporary with the latest but also 
assumes that the task of a writer on political 
theory in India is merely to chase the latest 
craze in the western intellectual world. It 
Ignores that the main task of a scholar is to 
pursue serious philosophical or theoretical 
questions, which necessarily entails selection 
of only those theories which help in mi;an- 
ingfully understanding those questions, 
hollowing from this the only legitimate 
objection that can be raised is that the selec¬ 
tion made does not really help the author 
in task at hand. Sarah Joseph assures us that 
the theories she has selected are relevant to 
her concerns, for they highlight ‘different 
aspects of the phenomenon of power’. While 
rational choice theories emphasise “interac¬ 
tional aspect of power”, systems theories and 
structuralist-Marxist theories emphasise “the 
systemic aspect” and the cultural Marxist 
theories, “the ideological aspect of power” 

But Sarah Joseph ignores that the con¬ 
sideration of popularity in contemporary 
thought may lead us to concentrate on one 
set of theories while the consideration of 
relevance to our scholarly concerns to 
another In other words, a theory which has 
been popular in recent thought may not have 
nuish to sa> about the concept of power. 
While she selects for discussion systems 
theory which has been one of the popular 
theories in recent limes, she is forced to 
admit that “power has played only a peri¬ 
pheral role" in theories oi the political 
system 

That apart, there cannot be any doubt 
that Sarah Joseph has undcriaken an exten¬ 
sive survey ol contemporary political 
thought. Although slim in si/e, her Polilical 
Theory and Power provides a very compe 
tent analysis ol a number of contemporary 
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iheoriey. Unlike a host of books on recent 
political thought which nil endless pages 
without providing any meaningful under¬ 
standing to their readers, it will prove very 
useful to students of politics and society. 

Sarah Joseph’s study of various ap¬ 
proaches and theories is, of course, not 
descriptive. She has also tried to ‘evaluate 
and assess’ them. Her examination shows 
that they are all inadequate in one regard or 
another. But surprisingly this does not lead 
her to develop “an alternative approach to 
the study of power”. Although she occa 
sionally talks of the way'to a “more ade¬ 
quate approach to the study of power”, she 
insists that her aim is only to study “theories 
which have already been put forward”. 

This is a strange situation which must 
leave many readers baffled. After carefully 
analysing various concepts of power and 
showing their inadequacies, the author 
leaves her readers to grope in the dark. 
Although she castigates contemporary 
scholarship for its failure to help us in 
understanding “ihe nature and dimensions 
of power in society”, she herself has nothing 
to say on how to understand it. 

Indeed she even advises her readers 
against reading-too much into her critique 
of prevailing approaches and theories. She 
argues that the kind of criticism she has of¬ 
fered is really part of an attempt to under¬ 
stand them. Readers are cautioned that her 
discussion “stops short of evaluation”. This 
is, of course, not correct. Her analysis of 
rational choice theories, for example, leads 
her to conclude that the value of not only 
their concept of power but of also their 
“general theory of human behaviour” is 
“limited”. Her examination of systems 
theory as developed by Parsons, to take 
another example, shows that it is “limited 
in scope and has very limited value as an 
explanation”. 

Sarah Joseph is, of course, not alone in 
refusing to evaluate theories. This kind of 
reluctance has been rather fashionable in the 
west in recent years. Many western scholars 
analyse different political concepts but con¬ 
sider themselves helpless in coming to any 
conclusion regarding the adequacy of their 
meanings. Scholars like Sarah Joseph, 
unhappy at the state of their discipline, 
should realise that it is precisely this attitude 
that is an important reason for the dismal 
state of political theory today. In particular 
it should be recognised that political theory 
cannot develop in India till our scholars take 
courage to evaluate prevailing theories and 
develop new ones. This is not an argument 
for what has been called indigenous political 
theory but a plea to learn to do our own 
thinking. It is a pity that after making a very 
able and scholarly analysis of a number of 
approaches and theories, Sarah Joseph has 
shirked from the task her analysis inevitably 
leads her to. 

But this is not the end of the story. For, 
according to Sarah Joseph, the kind of 
evaluation she has made still leaves the ques¬ 
tion of the truth or otherwise of these 


theories. She does not believe that the truth 
of a theory is determined by its cor¬ 
respondence with facts. Rather it is deter¬ 
mined by a process of rational discussion 
among social scientists. This view seems to 
have been borrowed from Jurgen Habermas, 
whose ideas cannot be discussed in this 
review. But surely the author should have 
given us an indication of what this implies 
by discussing t he truth of theories she studies 
in her book. 

A large number of readers of this book 
will be perplexed by Sarah Joseph’s rejection 
of the commonly held view that a statement 
IS true if it gives a lorrect account of objec¬ 
tive reality. Those with a positivist outlook 
will, ol course, be exasperated. But it is 
necessaiy to undeistand her views. Though 
not presented in detail, what she seems to 
have in mind is that il we accept as true 
theories which coriespond to facts ol social 
life as they exist, we will develop a social 
science with a conservaiive bias. Ii will be 
supportive of a system which many in the 
society might legard as inequitous Ihis 
criticism lu!s olten been levelled against 
political scien'-e as developed in America 
after the second world wai Although the 
problem raised by Sarah Joseph is serious, 
the solution accepted by hei has dangerous 
implications lot social science As mention¬ 
ed above, she not only anchors truth in ‘ra¬ 
tional discussion’ ol social scientists rather 
than in lacis. She also argues that social 
science should studv not only (objective) cm 
pineal reality but .iso (sub)ective) perccp 
lions and inientions ol individuals, that it 
should rely not only on einpii ical inqiiiiv but 
also on philoscrphical investigations into 
meanings ol words, that the task ol social 
science is to develop not only empiiical 
theories but also interpretations, and so on 
Clearly, tin- developtncni ol social science 
along these lines will only serve to undet- 
niine it 

While one may be disappointed with the 
way social scicniisis have sought to develop 
a reliable knowledge of politics and scKiety 
in recent years, this should not lead to a 
dilution of social science I he task of social 
science is to understand the social and 
political reality And ihc validity ol 
an understanding depends on Us cor¬ 
respondence with reality. But our effort 
should be to develop an approach which 
takes into account not only the changing 
nature of social reality but also the fact that 
human beings consciously try to change it. 
Although It IS not possible here to discuss 
this question in detail, attention may be 
invited to the approach adopted by tradi¬ 
tional, political theorists Thinkers like 
Aristotle, Machiavelli or Marx were not only- 
interested in understanding the existing 
social reality, but also in intervening io 
change it In spite of the va.si methodological 
differences among them, all major political 
thinkers wrote in response to serious pro¬ 
blems confronting their societies. As discuss¬ 
ed elsewhere, this helped (hem in basing their 
understanding of society and politics in facts 


of social life while simultaneously develop¬ 
ing ideas for changing it. The concepts of 
justice, liberty and equaliky, for example, 
which today under positivist influence we 
call values, were in fact solutions to social 
and political problems. As they were based 
on objective understanding of social life, il 
IS a mistake to regard them as subjective 
ideas, emotional responses or utopian 
dreams 

It IS not possible to discuss a ho.vt ol 
philosophical issues raised by Sarah Joseph. 
But one is left with the impression that she 
has accepted a number of philosophical 
positions fashionable in contemporary 
thought without carclully examining them. 
One can refer, for example, to her view that 
a method invariably has certain political im¬ 
plications. W!..ie there is no doubt that em¬ 
pirical inquiries made by political scientists 
in America or conceptual analyses made by 
the followers of Wittgenstein in Lngland 
may have had certain political implicaiions, 
the possibility of gainlully using a method 
ol inquiry or a technique ol analysis can¬ 
not be summarily dismissed 

To offer these criticisms is not to detract 
from the merit ol Sarah Joseph’s work 
There is no doubt that it provides a lucid, 
wide-ranging, inlcresling and iniellecliiallv 
stimulating analysis ol coniempoiarv 
political thought Sarah Joseph's problems 
are philosophical One hopes she will devolc- 
herscll to these m her Itiiiirc- works 
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Public Issue of 8,50,000 -14% Secured 
Redeemable Partly Convertible Debentures 
of Rs. 190 each for cash at par agfregating 
Rs. 16,15,00,000. 




■ Face value of debentures - Rs. 190 each. 

■ PART ‘A’ of Rs. 35 to be converted into 
one equity share of Rs. 10 at a premium of 
Rs. 25 per equity share, after 6 months 
from the date of allotment. 

■ PART ‘B’ of Rs. 85 to be converted into 
equity shares after 21 months from the date 
of allotment on terms to be decided by CCI. 

■ PART ‘C’ of Rs. 70 shall be the non- 
convertible portion and will be redeemed 
after 7 years from the date of allotment. 

■ For Indian Public, Shareholders and 
Employees the applications must be for a 
minimum of 50 debentures and in multiples 
thereof. Amount payable on application 
Rs. 95 per debenture. For NRIs 
applications must be for a minimum of 100 
debentura and in multipla thereof. 
Amount payable on application 

Rs. 190 per debenture. 
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If ihc fompuiy docs not receive thcmimfflumsubscnpuon of 90% of the 
issue amount, (lie enlirc subicriplion will be refunded to (lie appiicanls 
within 90 days from (he closure of this issue If there is a delay in refund of 
such amount by more than 10 days, the company will pay interest at the rate 
of 15% pet annum for the delayed period. m 

* Commonly anientood as ‘glaeose bottles' or ‘saline drips Infra venous (I. V.) fluids are one of the most critical Hff 
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• ICRA rating LA +: Indicates 
adequate safety. 

• Buy-back option for non-convertible 
part of the debenture. 


(or the Indian PuMk, Nfth and Sliarehnlilan 

OUR PERLOHMANCE IN A NUTSHELL 

■ Key financial indicators; 

- Dividend from the second year of 
production. 

-1:1 bonus in the third year of production. 

■ Compounded annual growth rate in sales 
more than 100%. 

- EPS more than Rs. 20. 

■ India's largest manufacturer and exporter of 
intravenous fluids* 

■ Listing at Ahmedabad, Bombay, Calcutta and 
Delhi Stock Exchanges. 

RISK FA( TORS 

■ Import of raw materials and consumables fur 
manufacturing products to international standards is 
subject to change in government policies and 
fluctuations in exchange rate. 

■ Certain capital goods having total approximate c.i.f. 
value of Rs. .^7S lakhs are yet to be imported and 
hence, cost thereof is subject to fluctuations of 
exchange rate and government policies. 

■ Placement of non-convertible debentures yet to be 
flnalised. 


CORE PARENTERAUS LIMITED 

4th Floor, Narayan Chambers, 

Ashram Road, Ahmedabad-380 009. ■ 
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SPECIAL ARTICLES 


Under the Tutelage of IMF 

The Case of Peru 

Michel (^huKHuduvsky 

The IMF-sponsored macro-economic slahdisalion programme m Peru iniliated m August 1990 stands out, in 
terms of its social impact, as the most severe form of ‘economic engineering' applied in Latin A merica, Sub-Saharan 
Africa or Eastern Europe since the 1981-82 world economic recession. The programme was based on the standard 
IMF ‘menu’ of macro-economic stabilisation followed by the implementation of economic reforms consisting of 
liberalisation of trade, privatisation of agricultural land, liberalisation of the banking system, privatisation of 
state enterprises, etc. The G-7 and the international Jinancial community have, however, judged the programme 
as a 'successful' landmark in debt management and macro-econoniic adjustment. What lessons does the Peruvian 
case provide for India? 


THIS article is intended as a contribution 
to the ongoing debate in Economic and 
Poliiical Weekly on macro-economic policy 
and the adoption of the official IMI -WB 
‘economic medicine' by the Indian govern¬ 
ment. In this debate it is imponant to outline 
concrete country experiences which demon¬ 
strate the broad economic and social impact 
of the IMF programme. 

Peru is a medium-si/ed developing coun¬ 
try in Latin America with a population of 
some 20 million and an external debt ol the 
order of 2S billion dollars Specific relations 
characterise its colonial past as well as its 
relationship to the world economy, as the 
centre of the Spanish empire, Peru was 
marked by colonial plunder and genocide 
It is today among the poorest countries in 
South America. 

What ‘lessons’ can be derived from the 
IMF-sponsored economic programme in 
ftni? The IVruvian experience identities the 
true ‘face’ of the IMF-WB economic pro¬ 
gramme. The IMF-sponsored macro- 
economic stabilisation package implemented 
in August 1990 by the democratically elected 
government of Alberto Fujimori stands 
out—in terms of its social impact—as being 
the most severe form of ‘economic engineer¬ 
ing' ever applied in l.atin America, Sub- 
Saharan Africa or Ea.stern Europe since ihe 
1981-82 world economic recession 

Whereas si: ucu!it;l adjustment program¬ 
mes liasi. been applied in over 70 indebted 
countries under IMF-World Bank 'guidance', 
in no other indebted country has macro- 
economic policy reached such a level of 
brutality. Moreover, the extent ol ‘economic 
repression' carried out in Peru by a 
‘democratic* government is far greaier than 
that implemented by the most repiessive 
military regimes in laitin America in ihc 
course of the last 20 years (including those 
of Augusto Pinochet in Chile in 197.1 and 
Jorge Videla in Argentina in 1976). 

What ‘policy guidelines' does the Peruvian 
case provide to the minister of finance in his 
efforts to give a ‘human face' to the Indian 
structural adjustmeijt programme? What 
‘scientific wisdom' can be derived from a 
programme considered by the G7 and the in¬ 
ternational financial community as a ‘suc- 


ccssluf landmark in debt management and 
inacro-econom ic adjustment ? 

I 

Backf^rttund 

This economic programme—which affects 
the livelihood ol millions of people--was 
based on the standard IMF ‘menu’ of 
macro-economic stabilrsaiion followed by 
the implementation of ‘necessary’ economic 
reforms consisting of the liberalisation ol 
trade, the privati.saiion ol agricultural land, 
the liberalisation of the banking system, the 
privatisation of stale enterprises, etc. Despite 
the high levels ol poverty prevailing in ihc 
Iasi months of the Garcia government, 
Fujimori's economic team viewed Peru's 
hyperinflation as being caused by ‘demand 
factors’ to be reciilied by a further compres¬ 
sion m real earnings, massive lay-of(^s ol 
public employees, a programmed decline in 
production and drastic cuts ol governmcni 
expenditure particularly in social sector pro- 
giammes (health and education). In other 
words, the deterioration of living conditions 
ovci the last L^ years and more dramatical¬ 
ly in the Iasi year of the APR A government 
IS the point ol depaiiure of the August 1990 
stabilisation measures implying a f>irlhcr 
puKcss ol ‘programmed’ impovcrishmcni ol 
the majority ol the Peruvian population. 
T he stK'ial impact (not to mention the broad 
rHiliiical implications) is devastating since the 
essential lever of economic siabilisaiion is 
the livelihood ol ihc people (including the 
middle classes). 

During the 1990 election campaign, 
Alberto Fujimori conironted his opponent 
author Mario Vargas Llosa on Fredemo's 
proposed ‘economic shock ireaimcnt'' 
Cambio 90 had rejected the neo-liberal 
recipe, ‘El Chinito' (literally ‘the Chinaman') 
had promised ‘stabilisation without reces¬ 
sion' combining a solution to hyperinflation 
while protecting workers' purchasing power. 

All expansionary economic policy had 
been put lorth by Fujimori prior to his in¬ 
auguration on July 28. 1990. This pro¬ 
gramme, however, was defined in technical 
terms (debated within a closed circle of pro¬ 
fessional and academic economists) without 


focusing on Ihe political process required to 
carry it out. The programme had been defin¬ 
ed as a technical 'solution' to Ihc economic 
Cl ISIS in isolation from the broader political 
debate and without the participation of 
representative organisations of civil .society 
m ns formulation. 

On the plane to Washington to meet IMF 
executive director Michel Camdessus, the 
president elect is reported to have slated 
thoughtfully to his economic advisor; “if the 
economic shock were to work, the Peruvian 
people would no doubt forgive me Upon 
his return from Washington and Tokyo, 
Fujimori had a turn of mind, political 
pressures (both internal and external) were 
expressed against the adoption of an ‘alter¬ 
native economic policy'. Although official¬ 
ly not revealed to the Peruvian people (who 
had voted against Fredemo's ‘economic 
shock’), ‘El C'hinito’ had become—within his 
inner circle—an unbending supporter of 
‘strong economic medicine’. While the latter 
was not officially on the agenda, divisions 
had not only developed within the advisory 
team, the president elect had developed clo.se 
links with another group of economists 
firmly committed to the ‘Washington Con¬ 
sensus’ and the IMF package.' His prin¬ 
cipal economic advisers resigned shortly 
before his accession to the presidency and 
a new economic stabilisation package—not 
markedly different from that proposed by 
Mario Vargas Llosa during the election 
campaign—was put together in a hurry with 
the technical suppori of the IMF and the 
World Bank. 

Economic Gi nocide 

It is important to identify the extent to 
which, in the case of Peru, a national 
economy can be undermined and abused as 
a result of a set of macro-economic policy 
measures. The extent of ‘economic engineer¬ 
ing’ IS unprecedented in the history of any 
single country. 

The August 8, 1990 'Fujishock' was an¬ 
nounced in a message to the nation by prime 
minister Juan Hurtado Miller; our major 
objectives arc to curtail the Fiscal deficit and 
“eliminate price distortions’’; from one day 
to the next, the price of fuel increased by 31 
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times (2968 per cent) and the price of bread 
increased by more than 12 times (IISO per 
cent). In the true ‘spirit of Anglo-Saxon 
libendism’, (hese prices were ‘fixed' through 
presidential decree rather than through the 
‘free’ market (a form of ‘planned 
liberalism’). The Fujishock was intended to 
crush hyperinflation: this was achieved, 
however, through a 446 per cent increase in 
food prices in a single month! (Inflation 
during the first year of the Cambio 90 
government had fallen to a modest 2172 per 
cent.) 

The social consequences were devastating: 
whereas an agricultural worker in Beru’s nor¬ 
thern provinces was (in August 1990) receiv¬ 
ing S 7.S0 a month (the equivalent of the 
price of a hamburger and a soft drink), con¬ 
sumer prices in Lima were higher than in 
New York.' Real earnings declined by 60 
per cent in the course of August 1990, by 
July 1991 they were less than IS per cent of 
their 1974 value. The average earnings of 
government emplo. ' ‘■ad declined by 63 
per cent during the first year of the Fujimon 
government and by 93 per cent since 1980 
(see table 3.1).’ On the IMF blacklist since 
the mid-i980s. Peru had thus been ‘reward¬ 
ed’ for former president Alan Garcia's 
rhetorical stance to limit debt ser. icing 
payments to 10 per cent of export earning... 

Macro-economic policy embodies the in- 


TsHII- I- PERtlNIAl.t Pun L INCRFASES — 
Lima Meikopoiitan Area. Aik.iist 1990 


0 

INLI 

Cuanio 

Food and beverages 
Transport and com- 

446.2 

288 2 

munication 

Health and medical 

571.4 

1428 0 

services 

702.7 

648 3 

Rent, fuel and eleciricity 

421.8 

1035 0 

Consumer price index 

397 0 

411 9 


Source: INEl, Cuanlo 


Tabu 2. Impact or Aiic.osi 1990 SiicKk 
Triatmlnt on SriFCTniCoNsiiMiR Pkicrs 
(INTIS) 



Before 

After 

Percen¬ 


August 

August 

tage 


3, 1990 

9, 1990 Increase 

Commodity 

Kerosene (gal) 
Gasoline 

. >9 

608 

3100 

(84 oct) (gal) 
Propane gas 

22 

675 

2968 

(924 lbs) 

41 

1120 

2632 

Bread (36 gr/unit) 

2 

25 

1150 

Beans(kg) 

240 

2800 

1067 

White Potatoes (kg) 40 

300 

650 

Flour (kg) 

220 

1500 

531 

Milk (litre) 

60 

290 

383 

Spaghetti (kg) 

180 

775 

331 

Wgetable oil (litre) 

220 

850 

2.36 

Rice (gradeA)(kg) 
Powdered milk 

94 

310 

230 

(410 gr) 

100 

330 

230 

Eggs (kg) 

170 

540 

218 

Chicken (kg) 

213 

600 

182 


Soutar. Cuanto, Vol 2, No 18, August 1990, p 5. 


struments of ‘economic genocide operating 
through the deliberate manipulation of the 
market mechanism. Macro-economic policy 
undermines civil scKiety and destroys the 
state and its institutions. The Peruvian 
economic stabilisation programme not only 
conforms to IMF prescriptions, it has gone 
far beyond what is normally ‘demanded’ 
(exigido) of an indebted country as a con¬ 
dition for the renegotiation of its external 
debt. The spread of the cholera epidemic in 
1991—while largely attributable to poverty 
and the breakdown of the country’s public 
health infrastructure since the early 1980s— 
was also a result of the IMF-sponsored pro¬ 
gramme of eliminating ‘price distortions’: 
with a thirty-fold increase in the price of 
cooking oil, people in Lima’s pueblos 
jovenes Including the ‘middle classes’ can no 
longer afford to boil their water or cook 
their food. 

The international publicity surrounding 
the outbreak ol the cholera epidemic (ap¬ 
proximately 2,00,000 declared cases and 
2,000 registered deaths in a six-monili 
period) tended to overshadow in .the inter¬ 
national press a more general process ol 
destruction of civil society: since the August 
1990 Fujishock, tuberculosis had also reach¬ 
ed epidemic proportions heightened by 
malnutrition and the breakdown ol the 
government’s vaccination programme. The 
collapse of the public health infrastructure 
in the Selva had led to a resurgence of 
malaria, dengue and leishmaniasis (lepra 
blanca).'' Public schools, univeisilics and 
hospitals were closed down as a result ol an 
indefinite strike by teachers and health 
workers (their wages were on average 45-70 
dollars a month (July 1991)—at least 70 
limes lower than in the US More than 83 
per cent of the population (tnid-1991 
estimate) (including the middle class) did not 
meet minimum calorie and protein requiie 
meins.' Yet Fujimori has been commended 
by the international financial coniiiuinil> loi 
his successful economic policies 

IMF-Wori I) Bank In it i ac.i 

‘Get a serious economic progiamnie in 
place and we will help you.' The implemen- 
tation of what the IMF calls a ‘serious 
economic programme' (in she words ol 
Martin Hardy, the IMF envoy) is usually a 
precondition for the granting of bridge 
financing by an international supjiort group 
In the case of Peru, there were, however, no 
‘promises’ by the international financial in¬ 
stitutions attached to the implementation ol 
the August 1990 economic package, flic 
relationship of the Fujimori government to 
the international financial insiiiutions is 
complex: while there were no undue 
pressures from the IMF, it was made cleai 
that K-ru would remain.on the ‘black list’ 
as long as it did not conform to IMF 
economic prescriptions. 

The economic package, however, was im¬ 
plemented ‘free of charge’ by the I ujimori 
government ‘before’ reaching an agreemeni 
(or understanding) on the debt 1 here was 


consequently nothing left to negotiate. 
Moreover, after having implemented the 
August 1990 stabilisation programme, the 
Peruvian government preceded to carryout 
major economic reforms in conformity with 
IMF-World Bank prescriptions broadly con¬ 
sisting of the liberalisation of trade, the 
privatisation of agricultural land, the 
liberalisation of the banking system, the 
restructuring (saneamiento) of the public 
sector and the privatisation of public enter¬ 
prises. Again, these reforms were carried out 
m a hurry unconditionally without the 
financial backing of the international finan¬ 
cial institutions -1 e, ‘without receiving 
anything in exchange’. The normal pattern 
applied in many indebted third world coun¬ 
tries, IS that these measures are carefully 
negotiated and arc tied to the granting of 
structural adjustment loans (SAL) and sec¬ 
toral structural adjustment loans (SECAL) 
by the World Bank. These loans (in the form 
of balance of payments aid) ‘support’ the 
implementation of so-called ‘necessary’ 
structural reforms during a period of ‘tran¬ 
sition’ defined over a period'of several years. 

The Fujimori government had expected 
that the ‘economic shock’ of August 8, 1990 
would immediately lead the way to the for¬ 
mation ol the international support group 
and the granting of a rescue package. There 
was. however, reluctance on the part of the 
creditors to form a support group: Peru was 
laithfully paying all its current debt servic¬ 
ing obligations and macio-cconomic policy 
was in coiilormiiy with the IMF menu.* 
From the point ol view of the international 
creditors, there was no need to grant 
‘favouis’ to iVt u (as for instance in the cases 
ol F-gypt or Poland) because “they have 
done and iliey are doing everything we 
want", in (act “they have dune more than 
what one would normally expect of an im- 
poveiished indebted country" 

Moreover, the Cambio 90 government had 
no articulate debt negotiating strategy. It is 
ol course dillicult to ‘negotiate with the 
IMF’ when IMF and World Bank officials 
are sitting in the ministry of economics and 
finance ‘on loan’ to Peru. These advisors to 
the government are directly on the IMF and 
World Bank pay-rolls Their daily consulting 
incomes of $ 500-700 a day (including a 
‘daily subsistence allowance’ of some $ 130 
a day) were only slightly less than Peru’s 
annual per capita income.' 

The government's main objective was to 
be removed from the IMF blacklist by un¬ 
conditionally accepting to reimburse Peru’s 
debt arrears to the IFIs This objective was 
to be achieved through the negotiation of 
‘new loans' Irom the IFTs earmarked ‘to pay 
back old debts'" Not one dollar of this 
money would actually enter Peru: these 'new- 
loans’ constitute money which the IFIs are 
‘giving to themselves’, they unconditionally 
legiiimise the external debt (without a write¬ 
down), and oblige Peru to start immediate¬ 
ly servicing iis debt arrears 

The loans Irom the IFIs would have to be 
repaid over a period of three to five years. 
Although granted on more ‘generous’ terms 
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rfie Mine phony mechanism pertains to the 
international support group. As a result of 
these new loans, Pin'u's debt-servicing obliga¬ 
tions could increase from 60 million dollars 
a month to over 150 million. Peru is in a 
financial strait-jacket, the IMF has impos¬ 
ed an austerity package which forces the 
country literally to ‘cut its throat’: ironical¬ 
ly, an economy driven into deep recession 
will be unable to generate in the medium 
term the revenues required to repay the ex¬ 
ternal debt. The ‘solution’ to the debt crisis 
becomes the cause of further indebtedness. 

Moreover, Peru must also abide by the 
policy conditionalities—the IFIs closely 
monitor (on a quarterly basis) (base 
trimestral) the implementation of the 
economic reforms not in terms of ‘policy 
results’ (i e, economic performance) but 
rather in relation to the adoption of the 
economic reiorms (i e, policy instruments) 
IjOan disbursements can be cancelled at any 
lime if, for instance, the parliament refuses 
to enact the government’s tax reforms or the 
World Bank supported legislation on the 
privatisation of state enterprises. 

The conduct of economic policy is taken 
over by economic technicians Fconomic 
‘science’ dominated by the tenets of neo- 
libcralism responds directly to dominant 
political and financial interests. A parallel 


administration, which bypasses civil society 
is installed. This ‘phony government’ 
responds to 'Washington-based financial 
institutions rather than to the organisations 
of civil society. Peru forgoes economic 
sovereignty and control over fiscal and 
monetary policy, the Central Bank and the 
ministry of finance are reorganised state 
institutions are undone and an ‘economic 
tutelage’ is installed by the international 
financial institutions. 

AHIHOKIIAKIAN SlAlt 

While ‘democralisation' has become the 
motto of the free market, the impicmenia 
tion of the economic reforms invariably re¬ 
quire (contrary lo the ‘spirit of Anglo-Saxon 
liberalism’) ihe firm backing of the military 
and of the authoritarian state. Economic 
rcpression and the derogation of the rights 
ol workers prevent the achievement ol a 
genuine democralisation of civil society 

Peru faithlully conforms to Washington’s 
model of ‘democratisaiion’. Prior lo his 
inauguration. Fujimori retreated into the 
miliiars compound (cuartel militar) foi daily 
discussions with the military high command 
A ‘deal' was siruck between Ihe president- 
elect and the military and a major re¬ 
organisation of the armed forces was carried 


out. This unconditional support of the 
armed forces (formally intend^ to repress 
the Shining Path) is an essential element in 
the enforcement of the economic stabilisa¬ 
tion measures and the repression of civil 
dissent; a few days before the Fujishock, a 
slate of emergenc 7 was declared in the whole 
country, on August 8, 1990 the military and 
security forces had carefully corner^ the 
enure Lima downtown area with troops, 
anii-not forces and armoured vehicles. 

Under the veil of ‘parliantentary demo¬ 
cracy’, the military is increasingly taking on 
a more active role in ‘civilian’ administra¬ 
tion The situation at the outset of the 
Fujimori government, is, thus, in some 
regards comparable to that which developed 
in Ihe early 1970s in Uruguay under presi¬ 
dent Bordaberry where Ihe military ruled 
under Ihe formal disguise of a civilian 
government. As the economic and social 
crisis unfolds, freedom of expression and of 
the press is encroached upon, the rights of 
trade unions and grassroots organisations 
are derogated, the parliament becomes a 
‘rubber-stamp’ Ihe tendency is towards 
‘aulhorilarian democracy’. 

The f’eruvian state collapses; Ihe IMF 
austerity measures lead lo the phasing out 
ol govcinmcni programmes, the reduction 
of health and educational expenditures, the 
collapse ol civil administration in the 
regions, etc On Ihe one hand, this process 
IS predicated on an economic policy control¬ 
led by the IF Is and geared towards the 
enforcement ol Peru’s debl-scivicing obliga¬ 
tions. On Ihe other hand, the collapse of civil 
society' directly instrumented by macro- 
economic policy leads to the reinforcement 
ol the insurgency and consequently lo the 
consolidation of a second ‘parallel govern¬ 
ment’ controlled bv .Sendero 

Macro-cconoinic policy and the insurgen¬ 
cy are thus tied in a complex relationship 
the Peruvian stale is weakened by the IMF 
tutelage and the collapse ol stale institutions 
which in turn leads lo teinforcemenl ol 
Sendero and the further weakening of Ihe 
slate Moreovei. the conduct of macro- 
economic policy has also—in the eyes of the 
people -been conducive lo a loss of 
legitimacy bv the government The latter also 
lends lo leinlorce Sendero 

I rom Its involvement in civilian politics 
during the 1960s and 197()s, Sendero gained 
imjieius as a clandestine organisation during 
the Uelaunde government including thccon- 
soJidalion of nuclei ol political rule in some 
regions of ihc Selva and Sierra—where a 
de fudo ‘parallel adrnimsiraiion’ has been 
installed The fact of Ihc matter is that in 
certain parts ol the country, the Peruvian 
state has lost control over normal functions 
ol civilian government to the extent that we 
are no longer dealing strictly speaking with 
a narrowly defined issue of ‘insurgency’. 

In the context of the various political and 
economic dimensions of the crisis, the stale 
IS losing control over the national territory: 
and this applies not only to areas of the 
Sierra and the Selva, increasingly the 
insurgency by .Sendero has pernieated the 



Tabi I 3: 

Inoixoi Ri ai WAr.rs (1974 1991) 
(1974- 100)* 


Ano 

Minimum 
Legal Income 

While Collar 
Private Sector 

Blue Collar 
Private Sector ' 

Wages in 

Ciovernmenl Sector 

1974 

100 0 

100.0 

100 0 


1975 

93 1 

100 6 

88 .3 


1976 

85 6 

83.3 

95 1 


1977 

75.3 

72 4 

79 2 


1978 

58 4 

62 2 

71 3 


1979 

63 6 

56 9 

70 9 


1980 

79 9 

61 1 

75 0 


1981 

67 9 

62 1 

73 5 

ItX) 0 

1982 

62.2 

67 0 

74 4 

91 7 

1983 

646 

57 4 

61 6 

66 3 

1984 

49 7 

596 

^2 5 

58 2 

1985 

43 5 

48 8 

45 4 

46 4 

1986 

45.1 

61 0 

60 8 

48 4 

1987 

49 0 

63 9 

65 6 

59 2 

1988 

41 5 

44 2 

41 3 

53 5 

198V 

25 1 

.36 3 

37 6 

35 .3 

1990 

214 

18 7 

20.1 

18 8 

July 

20 9 

13 8 

16 2 

21 1 

August 


7 S 

8 3 

8 9 

September 

19 4 

II1 

129 

8 6 

December 

13.8 

14 6 

16 3 

6 1 

1991 





April 

15.3 

15 7 

19 4 

86 

May 

14.1 



7 8 


Notes'. The private sector categories include white collar and blue collar earnings in private 
sector emptoymcnl in the Lima Metropolitan Area. 

Since 1963, the Minimum Legal Income was equal to the reference unit iumdad de 
referenda). From June 1984 to August of 1990 il was equivalent lo the reference unit 
plus additional bonus payments. From August 1990, the goverpment abolishes the legal 
Minimum Income (Ingreso Minima Legal) and replaces it by the so-called Remunera 
cion Minima vital. 

The category general government includes earnings in the central and regional govern 
ments and decentralised public institutions 
• The base year of the index for government sector wages is 1981 
Sourer. Fai m a iad ftom ofFicial data of INEl, Cuania Peru en Nuinems. 1991, cap 21 and Cuunio 
Suplemenio, No 13, July 1991 
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Lima Metropolitan Area. The ‘pacifleation 
programme' initiated during the Belaunde 
government (and continued during the 
APRA and Cambio 90 governments) im¬ 
plied the handing over of the functions of 
civilian administration in the southern- 
central Sierra to the armed forces. Instead 
of curtailing Sendero, however, ihi.s 
strategy—combined with the failures of 
•■conomic and social policy—has in fact con¬ 
tributed to its advancement. Moreover, the 
state, through its military and police ap¬ 
paratus, has officially sanctioned in¬ 
discriminate arrests, arbitrary and 
extra-judicial executions and torture of 
‘political prisoners' and the arrest of family 
members and presumed ‘sympathisers’ 
(amply documented by Amnesty Inter¬ 
national) to the extent that counter- 
insurgency has been coupled with a de facto 
curtailment of civil liberties particularly 
among the poorer segments of society.'' In 
1988, right-wing death squadrons appeared 
under the name ‘Comando Rodrigo Franco’- 
their targets were left-wing personalities and 
trade union leaders. 

Repression of Shining Hath becomes a 
pretext for the organised harassment ol 
civilian opposition by the security lorces 
From the outset ol the C ambio 90 govern¬ 
ment, the indiscriminate torture and execu¬ 
tion of 'suspects’ IS applied far more 
systematically. It has been suggested that this 
strategy of a.ssassination and intimidation 
of civilian opposition directed against union, 
peasant and student leaders emanates direct¬ 
ly from the military high command. In ihe 
so-called ‘dirty-wai’ (/</ giierra sucia) with 
the Shining Path, the otficial guideline {^s <th 
regard to the treatment of suspei-is) is 
m pnsoneros, ni hendos (iieithci prisoners 
nor wounded) as contained in a secret 
military document leaked to the press in Julv 
1991."’ 

Tabu 4; ClurrERNOuRisHMi-Nt, Mai nijikiiion 
AND iNhANT MOKTAI IIS 

I Undernourishment at national 


level (1991) (per cent ol 


population) 

Above 83 

Infant malnutrition (1985-86) 


at national level (per cent) 

38 5 

rural areas (per cent) 

57,6 

urban areas (per cent) 

24 2 

Infant mortality less lhan one 


year (1985-86) 


Lima (per thousand) 

61 4 

Sierra** (per thousand) 

130-134 

Child mortality less lhan five* 


(1985-86) 


Lima (per cent) 

16.5 

Sierra** (per cent) 

26.5 

Life expectancy at birth 


(years) (1985-86) 


Lima 

67.7 

Sierra 

47.6-49.0 


Source: Ministry of Health and ENNIV. 

• Percentage of children who die before age 
five estimated from mortality rates by 
spcciric age groups (Ministry of Health) 
** Based on rates recorded in Huancavelica 
and Cusco. 


The question of insurgency is at the heart 
of the political and economic crisis; its 
future evolution depends heavily on the 
direction of economic and social policy and 
the way the authorities handle the economic- 
crisis. The severe macro-economic stabilisa¬ 
tion measures applied in 1990 and 1991 by 
the Fujimori government implying a 
(further) impoverishment of large sectors of 
the population have ccuitributed to the 
strengthening of Sendero. Arc these 
economic pobey measures compatible with 
the maintenance ol a system of democratic 
and civilian government? In other words, to 
what extent is ‘economic shock treatment' 
sustainable in political and social .erms?" 
To what extent is macro-economic policy 
conducive to the demise and collapse of the 
so-called ‘democratic government’? It is 
worth noting in this regard that major 
economic reforms (including the repeal of 
the Agrarian Reform Law) were enacted 
(under pressure from the international finan¬ 
cial institutions) through presidential dccree 
by bypa sirig both the organisations of civil 
society as well as ihe parliament 

11 

Thf llVIF-.S|ionM>rfH Kc*onom.ir 
l*u«‘kaRi“ 

The economic measures initialed with the 
1990 Fujisliock constitute a cohcreni pr(>- 
gramme ol rcsnucturing ol the Peruvian 
economy. ’We must restore economic health’- 
the first phase consists of so-called ‘short- 
leim macro economic stabilisation’ geared 
towards ‘eliminating hyperinflation’, 
alleviating so-called ‘price distortions’ and 
reducing the fiscal deficit. ‘Short tcim 
macro-econoinic stabilisation’ is directed 
towards ‘eliminating imbalances’ and ‘restor¬ 
ing a stable economic recovery’ The latter 
IS followed by (phase two) the implementa¬ 
tion of a number ol ‘necessary reforms’ con¬ 
sisting of the liberalisation of trade, the 
liberalisation ol the banking system, tax 
reform, the streamlining and privatisation 
of state enterprises and the privatisation of 
agricultural land These two phases applied 
in Peru under Ihe Cambio 90 government 
are broadly consistent wiiH Ihe abstract IMF- 
World Bank framework. 

1 his section examines in more detail how 
the two ‘phases’ of the structural adjusimem 
programme (macro-economic stabilisation 
and Ihe adoption of ‘necessary’ economic- 
reforms) affect in the case ol Peru funda¬ 
mental economic and social relations. Our 
analysis also examines the economic 
ideology behind these measures; orthodox 
economics ‘in the namcol science’ falsifies 
the real causes of the economic crisis and 
more specifically the causes of the hyper- 
inflationary process. This falsification of 
reality is an integral part ol the economic- 
programme because it enables Ihe IFIs and 
the government lo justify their actions in the 
eyes of the people: ‘despite the social costs 
there is no other choice', ‘we must evaluate 
the high costs of not adjusting’. The struc¬ 
tural adjustment programme is presented to 


Ihe l^rtiviaii peof^ as a necessary technical 
solution' to the economic crisis. Economic 
reality is replaced by a set of technical rela¬ 
tions. In this technical universe there is no 
room for an understanding of the institu¬ 
tions of civil society and social class rela¬ 
tions. Economic reality is distorted. In the 
words of Milton Friedman: “The Peruvian 
economy is very sick suffering from the virus 
fiscal deficit, when you are sick you must 
take strong medicine, there is no other 
way " 

Phase Onf ‘Short-Term 

Mac ro-Ec oNOMic Stabilisation’ 

The bruialily of the Fujishock is un¬ 
precedented in the history of Ihe third world: 
the decline in real earnings during the first 
year of the Fujimori government was of the 
order of .TO per cent for wages (salarios) and 
50 per cent for government earnings (i e, in 
relation to the levels of real earnings prevail¬ 
ing in the last months of Ihe APRA govern¬ 
ment) By 1991, real purchasing power had 
declined by as much as 85 per cent in rela¬ 
tion to Historical levels (and this figure does 
not take into account the massive increase 
in unemployment resulting from the 
measures). According to official statistics, 
the earnings of government employees had 
declined by more than 90 per cent since 
1980 ' - 

Informal sector earnings have been com¬ 
pressed as a result of the decline of consumer 
demand. The lay-offs in modern sector 
employment have led to a massive increase 
of survival activities in the informal 
economy, but there is no consumer dimand 
to sustain this new influx of independent 
workers 

I he August 1990 economic package was 
conducive to a massive disengagement of 
production geared towards the internal 
market I he economic measures were con¬ 
ducive to the deindexaiion of wages (already 
in existence during Ihe APRA government) 
and the complete liberalisation of the labour 
market Labour legislation was modified to 
allow for the easy dismissal and/or lay-off 
of workers. Poverty is an input on the supply 
side, low labour costs support the recom¬ 
position of the national economy on the 
supply side. Internal demand is a cost of pro¬ 
duction which must be minimised, the phas¬ 
ing out of production, fur the internal 
market is consistent with the ‘minimisation’ 
of labour costs 

The stabilisation programme destroys 
small capital in all its forms. The IMF- 
Fujimori project not only represses the 
working class, it also destroys small and 
medium si/ed national capital, small 
retailers and the independent producers of 
the modern and informal economies. The 
1990 economic package was conducive in the 
very short run to a wave of bankruptcies. 

The ‘hidden’ objective ol the August 1990 
macro-economic stabilisation package (and 
subsequent packages) was not to ‘stabilise 
prices’ but to compress real wages and push 
the economy into a deep recession. 

‘Short-term’ macro-economic stabilisation 
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lithe main'instrument of the government’s 
'ami-inflation programme’. Ironically, the 
immediate consequence of the August 1990 
‘anti-inflationary programme’ was to ac¬ 
celerate the inflationary process: the con¬ 
sumer price index increased by approximately 
400 per cent in the month ot August alone 
and over 2000 per cent during the first year 
of the Cambio 90 goverrunent. The so-called 
'liberalisation of prices’ was conducive, 
through the process of administered prices 
(by national monopolies of the private 
sector), to substantial increases in profit 
mark-ups in a wide raiigc of consumer 
goods. This is not neo-liberalism and the 
‘free’ market, but a (neo) totalitarian 
('Stalinist') sys'tem of ‘administered’ prices 
(a form of ‘planned liberalism’). 

On August 8, 1990, the exchange rate was 
‘floated’ and determined in the free market 
without the explicit and active intervention 
of the Central Bank. The mercado unico de 
Cambios (MUC)—i e, the preferential 
exchange rate—was eliminated. 

With the freeze of wages and government 
expenditure (imposed by the IMF), 
monetary emissions by the Central Bank 
were dramatically curtailed. Ironically, this 
tight monetary policy—combined with the 
inundation of the Ocona market with dollar 
bills brought into the country with the illegal 
cocaine trade—was conducive, as of early 
1991, to the tumble of the American dollar 
against the Peruvian sol much to the dismay 
of the IMF which had insisted on a ‘real 
devaluation’ in support of the export sector. 
The sol bad become the ‘strongest’ curren¬ 
cy in the western hemisphere. Internal 
demand had been compressed but so had ex¬ 
ports: as a result of the economic measures, 
all sectors of the national economy with the 
exception of the illegal coca production arc 
marked by deep recession." 

Although contrary to the logic of the IMF 
medicine which consists in compressing real 
wages expressed in dollar terms, this ap¬ 
preciation of the national currency ‘facili¬ 
tated’ in the very short run the process ol 
(Mrl-servicing thus supporting the interests 
of the international creditors." In the 
medium term, however, programmed icccs- 
sion undermines the payment ol debt- 
servicing obligations due to the contraction 
of (he real economy. Recession of the non 
traditional export sector is brought about 
through an overvalued exchange rate (cl 
atraso cambiario). This leads in the first 
stage to the collapse of the national ex¬ 
porters. In a second phase, the assets of the 
exporters may be taken over (alongside the 
privatisation of stale enterprises) by new 
business groups which are more firmly in¬ 
tegrated into dominant banking interests and 
foreign capital, in this project, there is no 
room for an autonomous national entre¬ 
preneurial class. 

The functioning of the public sector and 
government departments is paralysed: wages 
of civil servants are<insufficient to ensure 
transportation to and from work, govern¬ 
ment departments lack the resources to meet 
current administrative costs, etc. In all 


respects, the economic package is conducive 
to institutional collapse. Macro-economic 
stabilisation destroys the state through fiscal 
austerity and the disengagement of state 
social programmes. 

The breakdown of government social pro¬ 
grammes was initiated under the APRA with 
the 1988 austerity measures. The latter were 
conducive to the collapse of health and 
educational establishments. The hospitals of 
the Institute Peruano de Seguro Social were 
virtually paralysed as a result of the absence 
of prescription drugs and medical supplies. 
The situation in the country’s public 
hospitals IS even more critical. 

Since August 1990, the compression of 
public expenditure in health had obliged the 
public hospitals to recover costs through 
sizeable Increases in their fees. An im¬ 
poverished population is no longer able to 
afford to pay for hospital services: in some 
hospitals internal admissions declined by as 
much as 80 per cent during the first year of 
the Fujimori government. External consulta¬ 
tions declined by more than 50 per cent." 
The collapse of environmental health pro 
grammes, water and sanitation infrastruc¬ 
ture has been conducive to a dramatic 
increase in the incidence of diarrhocal 
diseases. 

The freeze on wages of nurses and 
teachers has led to the virtual collapse of 
social programmes. While prices for a wide 
range of commodities are as high as in the 
United States, the wages received by the 
teaching and hospital staff were on average 
45-70 dollars a month (1991). The salary of 
a teacher or nurse in the United States vanes 
between $22,000 and $40,000 a year, at least 
50 times more than in Peru. 

More generally, the government’s project 
consists in phasing out state support to 
health and education The tendency is 
towards the privatisation of social services 
based on principles ol cost recovery. 

Fiscal contraction is conducive to the 
decline in capital formation in all areas of 
economic and social inlraslructure: the 
‘privatisation’ and/or phasing out of govern¬ 
ment social programmes, however, is not 
simply a question of balancing revenues and 
cxpcndituies and alleviating the fiscal deficit: 
beyond the narrow expenditure calculus, the 
collapse of state social programmes is in¬ 
dicative of a major crisis of civil society 
characterised by the decomposition of 
society’s institutions (health and education). 
The fiscal squeeze has been conducive to the 
virtual collapse of the system of regional 
governments: in all respects, the fiscal crisis 
of the stale underlying the Fujimori 
economic package has political and social 
implications which he at the very heart of 
the relations of civil society and the 
reproduction of these relations under a 
system of democratic government. The fact 
of the matter is that Cambio 90’s economic 
programme can only be carried out in the 
context of an authoritarian slate with the 
firm backing of the military. 

The economic stabilisation measures are 
conducive to an exodus of nurses, doctors 


and teachers. The-‘brain drain’ is consistent 
with the hidden logic of the structural ad¬ 
justment programme: iheqiodus of human 
capital constitutes a ‘negative transfer' from 
the debtor country to the creditor nations 
which is not accounted for in (he balance 
sheet of debt-servicing. 

Phase Two: Introduction of 
‘Necessary’ Structural Reforms 

In its first stage of so-called ‘short-term 
stabilisation’, the macro-economic measures 
pushed the economy into a deep recession 
which m turn created ‘the preconditions’ for 
the restructuring of the real economy accor¬ 
ding to the World Bank’s Structural Adjust¬ 
ment Programme (Stage TWo). In other 
words, the stabilisation phase weakens the 
national economy and ‘facilitates’ its sub¬ 
sequent recomposition and subordination to 
world capital accumulation. In agriculture, 
for instance, the forfeiture of land and the 
bankruptcies of small farmers was instru¬ 
mented by the stabilisation measures. The 
subsequent privatisatton of agricultural land 
introduced in 1991 was thus—in the logic of 
these measures—‘facilitated’ by the macro- 
economic stabilisation stage. A similar pro¬ 
cess existed in (he industrial sector, (he com¬ 
pression of internal demand combined with 
the liberalisation of trade was conducive to 
the disengagement of*an important sector 
of industrial production, increased industrial 
concentration and the phasing out of a 
sizeable sector of medium and small sized 
enterprises. 

The liberali.sation of trade and the 
elimination of protective tariff barriers was 
implemented alongside Ih ■ August 1990 
economic stabilisation measures, in principle 
to render national industrial enterprises 
‘more competitive’. Import tariffs were 
initially reduced to between 50 and 15 per 
cent.''’ In 1991, with the technical support 
ot the World Hank, the average tariff was 
reduced to a 5 to 25 per cent bracket with 
(he average tariff at approximately 15 per 
cent. (Quantitative restrictions were lifted. 

Entire areas of manufacturing have been 
phased out as a result of the lifting of im¬ 
port tariffs The measures view import 
substitution and export promotion as 
mutually exclusive: the destruction of import 
substituting industries is viewed as a means 
to generate exports. 

The reduction of tariffs combined with 
the appreciation ol the national currency has 
supported a bonanza of imported consumer 
durables, automobiles, etc—i e, the con¬ 
solidation of luxury consumption by a small 
social minority. The tariff policy thus ‘sub¬ 
sidises’ the life styles of the wealthiest 
segment of Peruvian society and exerts 
pressures on the balance of payments. But 
the economic policy was intended to alleviate 
rather than accentuate so-called ‘external 
imbalances’! 

Export promotion is to be developed 
‘while emulating the successful experience 
of (he Asian dragons’. The fact that these 
experiences were developed historically (e g. 
South Korea) through state intervention and 
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the protection of the internal market through 
high tarifT barriers and import restrictions 
is carefully overlooked. 

In addition to the overvalued exchange 
rate discussed earlier, the reforms do not 
ensure the redirection of the Peruvian 
economy towards the external sector. In 
other words, ‘decomposition’ does not 
ensure ‘successful’ recomposition and 
reinsertion of the Peruvian economy in 
terms of a new stable and ’viable' relation¬ 
ship to the world economy. The compression 
of labour costs (in support of supply) does 
not ensure the dynamic development of 
‘non-traditional’ or industrial exports. 
Complex economic, geo-political and 
historical factors arc at stake in the 
‘geographical* location and development of 
new poles of capital accumulation and 
recomposition in specific iunctional regions 
of the third world (e g. parts of South-East 
Asia). The question ultimately pertains lo 
the position of the Andean countries in¬ 
cluding Peru in thi.s process of recomposi¬ 
tion of the world economy—i c, in 
competition with other areas of the third 
world and eastern Europe and with other 
major areas of the Latin American con¬ 
tinent. 

The reforms in the banking system imple¬ 
mented in 1991 provided a final fatal blow 
to the real economy, they were implemented 
at a time of deep recession; credit is control¬ 
led by the large banks (led by the Banco de 
Credito). The measures also mark the 
demise of an autonomous state monetary 
policy; the Central Bank has no longer any 
influence in determining the rate of interest 
or the exchange rate. In contrast, Bolivia's 
Central Bank—reformed in 1985 under IML 
guidance—retained control over the foreign 
exchange market through the Dutch auction 
system (El Bolsin); no such mechanism exists 
in the BCR, the exchange rate is determin¬ 
ed by the large commercial banks. The in¬ 
creased cost of credit backfires on the fiscal 
crisis of the state since it tends to increase 
the state's (mainly slate enterprises) internal 
public debt-servicing obligations. 

Productive loans are compressed, the real 
economy is compressed, the banking system 
reorients its activities towards the launder¬ 
ing of ‘dirty mond^' and the granting of 
speculative loans (including the possibility 
of short-term credit to merchants and inter¬ 
mediaries in the drug trade). Thousands of 
bank employees are dismissed, the tendency 
is towards the collapse of the system of stale 
banks (including the industrial and agri¬ 
cultural banks)iand an increased concentra¬ 
tion of commercial banking increasingly 
integrated into the circuits of international 
banking. With reduced levels of real 
economic activity the tendency is towards 
financial collapse, the phasing out of the 
banca associada and the concentration of 
banking activity in the hands of the large 
commercial banks. 

The liberalisatiork of the commercial 
banking system in 1991 (almost a 
‘photocopy* of that adopted in Bolivia under 
IMF guidance in the mid-l980$) encourag¬ 


ed the laundering of narco-do liars. The new 
law on Tinancial institutions includes special 
provisions which protect the bank secrecy 
and the free transfer of foreign exchange in 
and out of the country. 

The reform of the tax structure is subor¬ 
dinated to the requirements of debt- 
servicing. According to the World Bank 
framework, tax reform is geared towards col¬ 
lecting revenue through: (a) increases in the 
prices of fuel and public utilities, (b) indirect 
taxes in the form of the value added lax, 
(c) increasing the tax burden of middle in¬ 
come salaried earners through reforms in the 
income tax structure, (d) ‘formalising the m- 
lormal sector' thiough the registration ot 
units of the informal urban economy lor tax 
purposes. 

The lax reform exacerbates rather than 
alleviates the fiscal crisis of the state 
Increases in fuel prices, for instance, niit only 
compress the levels of real earnings, they also 
push costs of production above prices thus 
contributing to the bankruptcy of small and 
medium si/ed enterprises. More generally, 
the tax reforms contribute to economic- 
stagnation both on the demand and supply 
Sides. In turn, economic stagnation backfires 
on the process of tax collection: a bankrupt 
economy does not constitute the best ‘solu¬ 
tion’ to increasing tax revenues. I he ‘solu¬ 
tion’ to the fiscal crisis of the slate becomes 
the cause of fiscal collapse. 

I he economic measures affect in a fun¬ 
damental way the relationship between 
major economic regions ol the country. The 
tendency is towards regional economic- 
autarky. the increased cost of transpiortaiion 
has seriously curtailed inter-regional trade 
thcieby contributing lo the incredsed 
balcaiiisaiion ol the regions of the Sierra and 
the Selva I'hc high costs ol iransporiaiion 
coniribute to important dilfcreiitials in com¬ 
modity prices between region- While this 
may contribute to the protection ol regional 
markets, the decline in regional demand 
coupled with the increased cost ol lariii in¬ 
puts, equipment and fuel tends to undcimmc 
regional economic development. I he fiscal 
crisis of the state backfires on the regional 
governments. Current expenditures arc com¬ 
pressed, capital formation is at a standstill, 
mfra.struciure is neglected, there is no money 
for maintenance and repair ol existing pro¬ 
ductive capacity and overhead capital. The 
tendency is towards economic stagnation 
and collapse of the regional governments. 

The privatisation of stale enterprises is 
linked with the renegotiation of the external 
debt with the support ot the IFIs. In other 
words, this renegotiation will be conditional 
upon the streamlining and privatisation of 
the system of state enterprises. 

With a large number of developing coun¬ 
tries putting their public enterprises on the 
auction block, foreign capital can pick and 
choose. Public enterprises can be purchased 
by buying the Peruvian debt at a very low 
price. 

In many third world countries, including 
Peru, privatisation takes place once the state 
enterprises have been reorgani.sed through 


the dismissal of surplus workers, the break¬ 
ing of public sector unions and the deindex¬ 
ation of wages. Foreign qgpital not only 
acquires productive assets but cheap labour. 

In Peru, the decline in rural incomes tend 
to accompany that of urban purchasing 
power; the decline in agricultural production 
is directly associated with the implementa¬ 
tion of macro-economic policy and the com¬ 
pression of internal demand. Agricultural 
production in Peru has declined dramatically 
in value terms since 1986-87. Agriculture 
dropped markedly as a result of the August 
1990 shock measures: with the exception of 
coca, there was a major contraction in 
1990-91.'' 

First, reduced consumer demand trans¬ 
lated into a lower demand for food which 
backfired on the domestic agricultural 
sector. Second, the subsequent appreciation 
of the national currency combined with 
trade liberalisation contributed to further 
displacing the nattonal agricultural sector in 
favour of cheap agricultural imports. In the 
aftermath of the August 1990 Fujtshock the 
real prices of agricultural commodities 
declined dramatically."* 

The impoverishment of the rural popula- 
iioii was also instrumented by the continued 
control of marketing and distribution chan¬ 
nels by powerful agro-industrial monopolies 
and the import of cheap agricultural staples. 
While the farmgate price is low, the retail 
prices are high largely as a result of the high 
profit margins appropriated by merchants 
and intermediaries. Moreover, the economic 
measures are conducive to increases in the 
prices of fuel, farm inputs, fertilisers, and 
agricultural credit: in many rural areas in the 
Sierra, costs of production arc in excess of 
the farmgate price The result: bankruptcy 
of the small independent farmer. In the 
Sierra, lor instance, some 8,00,000 producers 
ol wtKil and alpaca fibres, which are among 
the poorest segment of the rural population, 
have been luriher impoverished as a result 
of ihc decline of the real price of wool and 
alpaca fibres 

The agricultural monopolies control both 
the larmgalc price as well as the cost of pro¬ 
duction ol agricultural producers. Profit 
margins ot imported farm inputs increase 
alongside the revaluaiion of the dollar. The 
price ol farm inputs increases despite the 
‘cheap dollar‘. Peruvian farmers pay their 
inputs more than double the world market 
price. Through their control over both 
farmgate prices and the costs of farm inputs, 
the agro-industrial monopolies are able to 
engineer the collapse of agricultural pro¬ 
ducers by pushing costs above the farmgate 
price. The next stage con.sists in gaining con¬ 
trol over the ownership of agricultural land. 

1 he August 1990 economic shock created 
ihe conditions for the further growth of the 
drug trade. The contraction of internal de¬ 
mand for food coupled with the lifting of 
tariffs on imported food staples contributed 
to a serious recession in agricultural produc¬ 
tion. With the programmed decline of 
agriculture—including the repeal of the 
Agrarian Reform—impoverished peasants 
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and urban unemployed are increasingly 
moving into the coca-producing areas. 

The privatisation of agricultural land 
destroys the existing structure of the rural 
economy characterised by small scale in¬ 
dividual production (parcelero) and 
agricultural communities {Comunidades 
agricolas). The 1991 Law requires a 
minimum unit of ownership of 10 hectares: 
a spontaneous process of land concentration 
is encouraged at the local level leading to the 
strengthening of medium-sized holdings and 
the consolidation of a middle peasantry. 
Small scale farmers {parceleros) who are no 
longer able to produce as a result of the 
recession, sell or rent their land to other 
farmers.^* This spontaneous process of 
land concentration is, however, but a first 
step in the restructuring of agricultural 
ownership. Credit will be channelled to units 
in excess of 10 hectares. Eventually, the 
middle peasantry will be firmly subordinated 
to banking and coi, ’"rcial interests through 
the mortgaging of their newly acquired land 
titles. 

The longer term recomposition ol agri¬ 
culture in the coastal areas is towards the 
development of a commercial plantation 
economy geared towards ihe development of 
non-traditional exports The privatisation 
land conforms to the sectoral adjustment 
framework proposed by the World Bank. 
With the privatisation of land (signifying Ihe 
repeal of Ihe Agrarian Reform) initiated in 
1991, the small farmer is displaced by the 
development of middle to large commercial 
holdings operating on the basis ol wage 
labour including a sizeable component of 
seasonal agricultural labourers during the 
planting and harvesting period. Low wages 
and poverty are the inputs into this recom¬ 
position of agriculture. The legislation in 
troduced in 1991 is conducive to land 
forfeiture by the parcetert) and the purchase 
of large amounts of land by urban commer¬ 
cial interests. This ‘successlul’ recomposition 
of agricultural activity is at the expense ol 
the rural people; there is a process of 
'whitening* (blanquamicnio) of agricultural 
ownership through the expropriation of the 
indigenous farmer and the appropriation of 
agricultural land by outsiders from the city 
This process will develop more rapidly in the 
coastal areas on large extensions of agri¬ 
cultural land. 

Whereas the peasant communities ol the 
Sierra are formally 'protected’ from the 
privatisation of land, they arc at the same 
time increasingly impoverished and 
marginated: the increased price of fuel and 
transportation virtually cuts them off from 
the market economy. Farmgate prices are 
lower than costs: the tendcnc 7 is towards 
’withdrawal’ from the market economy and 
retreat infoauto-consumption. C^ommercial 
farm inputs such as seeds, fertiliser, etc, are 
no longer applied; the tendency is towards 
the consolidation of ‘traditional agriculture* 
marked by a dramatic decline in the levels 
of productivity of both the parcelero and the 
peasant communities. The countryside 
becomes increasingly polarised. Impoverish¬ 


ed peasant communities can no longer sur¬ 
vive without outside income. They become 
‘reserves of labour’ for commercial agri¬ 
culture. Their ‘withdrawal’ leads to their in¬ 
tegration into the market of cheap setisonal 
labour in ‘modern* commercial plantations 

Peru is by far the largest world producer 
of coca (more than 60 per cent of total world 
production, the second most important pro¬ 
ducer being Bolivia). Both Peru and Bolivia 
are the direct producers, selling coca paste 
to the Colombian drug cartels which pro¬ 
cess it into cocaine powder. With the clam¬ 
ping down of the Medellin Cartel, however, 
there is evidence of a shift in the marketing 
and proccasing channels and the develop¬ 
ment within Peru of commercial inter¬ 
mediaries and an increased use of the 
Peruvian banking system as a safe nnancial 
haven for transferring funds in and out of 
the country. The weakening of the Medellin 
cartel (and Ihe development of a new 
Columbian cartel in the city of Cali) tends 
to favoui a greater ‘autonomy* of both Peru 
and Bolivia in the drug trade. Moreover, a 
large amount of dollar bills from Ihe drug 
economy are channelled into the informal 
foreign exchange market on Lima street cor¬ 
ners (elmercado Ocona). Since the Belaunde 
government (1980-85), the Central Bank has 
used the Ocona street market to periodical¬ 
ly replenish its failing international reserves 
to the extent that Peru's ability to meet its 
debt servicing obligations is indirectly tied 
into the logic of the drug trade. It is 
estimated that the Central Bank currently 
purchases 8 million dollars a day in the in¬ 
formal foreign exchange market of which a 
large part is earmarked to service Peru's 
external debt 

With the freeze of wages and govei nmeiit 
expcndituie (imposed by Ihe IMF), mone¬ 
tary emissions by the Central Bank were 
dramatically curtailed Ironically, this tight 
monetary policy combined with the inun¬ 
dation ol the Ocona market with dollar hills 
brought into the country with the illegal 
cocaine trade- - was conducive, as ol early 
1991, to the tumble ol the American dollar 
against the (Vruvian sol much to the dismay 
ol the IMF which had insisted on a ‘real 
devaluation* in support ol the export sector 
Internal demand had been compressed but 
so had exports: as a result of the economic 
measures, all sectors of the national 
economy with the exception of the illegal 
coca production are marked by deep reces¬ 
sion. Coca eradication programmes sup¬ 
ported by Washington invariably coincide 
with the priorities of counterinsurgency and 
'pacification* with strong military and in¬ 
telligence backing from the United States 
military and the US Drug Enforcement 
Administration (DF.A) In recent years, the 
major thrust has been towards reinforcing 
the Peruvian military and police forces* ap¬ 
paratus, the DEA has established a military 
base in Santa Lucia in the Huallaga 
region.-' Rather than weakening Sendcro in 
the Alto Huallaga. howeser, it has been sug¬ 
gested that these military operations have 
enabled Shining Path to gain some element 


of support among the coca producers. 
Where Ihe Peruvian Armed Forces have in 
last year or so been able to take over some 
of the areas controlled by the Shining Path, 
the military has also become increasingly in¬ 
volved in the marketing of coca paste and 
the laundering of drug money. There is clear 
evidence of increased involvement of 
elements of the police and Ihe milMary in 
the drug trade during the Fujimori 
government. 

The agreement signed in May 1991 with 
the US IS indirectly pan of the economic 
package since it is tied into debt conditionali¬ 
ty. In the words of a witness to the US Senate 
committee: “The president's national drug 
control strategy ... says that |US| economic 
aid is conditioned on drug control perfor¬ 
mance and Ihe exislence4>f sound economic 
policies”.-- But Ihe latter, implemented with 
the support of the IMF, have contributed to 
the decline of economic activity, the migra¬ 
tion of impoverished peasants to the coca 
producing areas and to the laundering of dir¬ 
ty money in Ihe national banking system. 
The macro-economic policies adopted by 
Fujimori including the privatisation of 
agricultural land and Ihe reform of the 
system of agricultural credit, have virtually 
destroyed from the outset Ihe possibility of 
‘an alternative development’ in Ihe alto 
Huallaga valley as envisaged in the Anti- 
Drug Agreement. The ‘substitution process’ 
IS out of Ihe ‘alternative crops* into coca 
marked by a steady increase in Ihe acreage 
allocated to the cultivation of coca leaf.^’ 

A large pan of US support under the 
agreement will be granted in the form of 
military aid: debt conditionality is thus being 
used indirectly by the US to pursue military 
and security objectives in the Andean region 
under the formal umbrella of the Anti-Drug 
Programme. The latter also strengthens the 
Peruvian military in the Alto Huallaga and 
consequently its ability to ‘protect’ Ihe 
narco-economy. This should come as no sur¬ 
prise; there is ample evidence (eg, the BCCI 
scandal) that the Untied States Central Intel¬ 
ligence Agency (CIA) has used the 'launder¬ 
ing* of drug money to fund its coven 
operations and support pro-US military and 
para-military groups throughout the 
world II Washington were really in¬ 
terested in a solution to the drug trade, it 
would not force Peru to adopt an economic 
policy under IMF guidance which streng¬ 
thens the large banks and the narco-traders 
increasingly in alliance with the military. 

Whereas one arm of the American state 
IS involved in bona fide drug eradication pro¬ 
grammes, another arm is doing exactly the 
opposite; US intelligence explicitly en¬ 
courages the laundering of ‘dirty money* 
The latter is also reinforced by the IMF 
sponsored reforms o( the banking system, 
etc. Unintentional as it may be, this 
strengthening ol the narco-economy 
generates the dollar revenues which arc re¬ 
quired tor Peru to mcel its debt servicing 
obligations 
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Notes 

1 Sec ‘Plan de Gobierno dc Cambio 90; una 
propuesta para el Peru’, Pugma Libre, May 
21. 1990, p 17-24. 

2 Cuanlo, Lima, September 1990 

3 These estimates ate based on ofricial 
statistics, sec Peru en Numerm, 1991. 
anuano estadislieo, Cuanio, Lima, 1991, 
chapter 21 and Cuomo Suplememo, No 13. 
July 1991 

4 Based on author's interviews ot healih 
workers conducted in Peru in July 1991 

3 The recorded rate of child malnulriiion at 
a national level is of the order of 38 3 per 
cent (the second highest in Latin America). 
One child in four in the Sierra dies before 
the age of five. One child in six in I ima dies 
before the age of five The recorded total 
fertility rale is of the order ol 4 8 which sug¬ 
gests that for the Sierra there is on average 
an incidence of at Ifeasi one child death per 
family unit. The breakdown ol health 
system as well as the impact ol ihe 1991 
cholera and tuberculosis epidemics on in 
fani mortality is yet to be evaluated. 

6 For further details sec ‘Peru, Siiuacinn 
economica', Siluai ion lalinoaniencunu, 
Vol I. No 2, April 1991, pp 122 128 

7 One of ihe senior advisers to minister ol 
economics and nnance Carlos Bolona is an 
IMF staff member directly on the IMI 
payroll 

8 The IMF loans would he granted in ihe 
form of ‘an accumulalion ol rights’ lac 
cumulacion de derechos) clause Debt 
arrears are estimated (1991) at approximate¬ 
ly 14 billion dollars of which 2 3 billion are 
with the IFTs 

9 A report by Amnesty International con¬ 
firmed that approximately 3,0()0 people had 
'disappeared' {desapareetdos) between 13^2 
and 1989 and another 3,000 had been execu¬ 
ted ‘cxlra-judicially’ Amnesty also pointed 
to the practice of illegal detention and 
torture by the security forces and the 
absence of sanctions directed against 
members of the security forces involved in 
assassinations and torture. Pugma Libre, 
March 17, 1990, o A2, Cf also Im 


Repubfka, February II, 1990, p 14. 

10 See the secret documents revealed by the 
journalist Cesar Hildebrand) in the TV 
senes En Persona, July 1991 which led to 
closing down of the programme and a cur¬ 
tailment of most public affairs TV pro¬ 
grammes. 

11 It is worth noting that while traditional 
party politics have dominated both the 
Belaunde and Garcia periods, the 1990 
presidential elections also mark the demise 
of traditional parly cleavages and the in¬ 
creased divorce ot stale policy from the 
realm of party politics. 

12 There may be problems of consistency in the 
official data on real earnings. Accounting 
for reasonable margins ol ciror, the decline 
IS in any event in excess of 83 per cent since 
1980 and more than 90 per cent since 1974 

13 The hardships of the August package (i e, 
compression of real earnings) were con¬ 
ducive to the conversion of hou.sehold 
savings in dollars (particularly by the middle 
class) into local currency in view of meeting 
curreni consumption expenditure. This pro¬ 
cess was conducive in subsequent months 
to a marked appreciation of the sol in rela¬ 
tion to the dollar thus largely reversing the 
initial impact of the devaluation. 

14 The World Bank’s position was that a ctfin' 
plele liberalisation of trade was required as 
a remedy to Ihe so-called ‘Dutch Disease' 
(overvalued exchange rate) The liberalisa¬ 
tion of trade was largely achieved in 1991 
with the technical support of the World 
Bank without, however, resolving the ap¬ 
preciation of the national currency On the 
contrary, the liberalisation of trade was 
rapidly putting major pressures on the 
balance of payments 

13 Based on hospital interviews in C usco 

If) 50 per cent on luxury goods including 
automobiles, 50 per cent on industrial com- 
modiiies produced in Peru, 25 p -r cent on 
intermediate inputs, raw materials and 
agricultural commodities, 15 per cent lor 
a wide range of commodities ‘not produced 
in Peru' The government is to unify the im¬ 
port tariff at 20-25 pdr cent within a year 
The system of import quotas was revised 


17 A reduction of 14.3 per cem in the areas 
under cuhivation in 1990-91. It is estimated 
that the areas supported (aviado) by credits 
from the Banco Agrario (BAP) declined by 
37 per cent as a result of the August 1990 
economic shock. There was a massive 
decline in the production (areas cultivated) 
of cotton (- 36 0 per cent), maize (maiz 
amarillo duro) (- .30.0 per cent) sorghum 
(sorgo granifero) ( 38.1), beans (frijol 
grano seco) (-17 1), wheal ( -10.6 per cent), 
and poiattKis ( -11.2 per cent). Agronomias, 
Lnero-Febrero, 1991, No 134, p 3. See also 
Alerla Agrario, No 52. July 1991, p 1. It 
should be noted that this one year decline 
in agricultural output attributable to the 
shock measures occurred after an II per 
cent fall in output in 1989-90 attributable 
to a very severe drought. 

18 Price declines in 1990-91 were as follows: 
maize (amilaceo) -33 pci cent, potatoes 

- 25 per cent, wheat - 37 pet cent, cotton, 

- 21 per cent, maiz (amarillo duro) - 23 per 
cent, sorgo 33 per cent Alerla Agrario, 
No 52, July 1991, p 2 

19 Revisia Agronolicias, No 137, May 1991, p 6. 

20 .See Alerla Agraria, June 1991, p 2 

21 Several other US institutions operate out of 
the Santa Lucia Military Base, the NAS (an 
affiliate of Ihe DBA). CORAH (a US pro¬ 
ject geared towards coca crop eradication). 

22 United States Senate, Committee on 
Ciovernmental Alfairs, Cocaine Production, 
Eradication and Ihe Environment: Policy, 
Impact and Options, Washington, August 
1990, p 51. 

23 In the San Marlin region (in the coca pro¬ 
ducing region), areas under cultivation in 
'alternative crops' such as maize, rice and 
cocoa supported by credits from Ihe Banco 
Agrario declined by 97 per cent between 
1988-89 10 1990-91 from 1,01,100 to 6.730 
hectares For further details see Revisla 
Agmnpiicias, No 138, Lima, June 1991, p 7. 

24 )-or a review of CIA support to drug 
laundering in Indochina and the Golden 
Triangle since the early 1950s see Alfred 
McCoy, rhe Politics of Heroin m.Soulh- 
easi Asia, New York, Harper and Row. 
1972 
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INFRASTRUCTURE LEASING & 
FINANCIAL SERVICES LTD 

ANNUAL GENERAL MEETING: STATEMENT OF SHRI M J PHERWANI, CHAIRMAN 

THE BUILDING OF A FINANCIAL INSTITUTION 



Ladles A Gentlemen: 

i have great plea.sure m welcoming 
you today to the Annual Cieneral Meeting 
of Infra.structufe Leasing & Financial 
Services Limited The financial results 
of IL&FS covering the third full year of 
operations are already with you. and I 
will, with your permission, take them 
as read You would observe that your In¬ 
stitution has recorded all round proga'ss 
in the preceding year, with a S0% 
gntwth in income and assets A sound 
financial base is rapidly being created, 
hut much remains to be done 

Economic Scenario 

We are witnessing today truly un¬ 
precedented changes in the Indian 
economy The inuiatives taken by the 
(iovernment over the past few months 
have set us on a path that would pro¬ 
vide a balance between a market-driven 
economy and guided development 

The international situation has been 
no less dramatic. The fall of ideologies, 
political boundaries and the re¬ 
alignment of markets arc issues of direct 
relevance to all persons in industry, 
commerce. Government and public life 


These changes will clearly affect the 
international flow of funds, and the 
ability of countries to compete effective¬ 
ly in global markets. The inter linked 
changes of this magnitude at both the 
international and domestic level would 
have its impact on all business in this 
country 

Amongst developing countries. India 
is unique in having built up a durable 
network of F'inancial Institutions, who 
have made available long-term funds to 
industry However, recent changes may 
necessitate our re-ltMiking at the rtile of 
Financial Institutions as both agents and 
arbitrators of change, and as critical 
players in the overall structure of our 
financial system It therefore seems ap¬ 
posite to share with you on this iK'ca- 
Sion some of my thoughts relating to the 
building of a Financial Institution, and 
maintaining iis pivotal role in the 
national economy 

The Nature of Financial Institutions 

Financial Institutions are unique 
I'hcir capital is typically small in rela¬ 
tion to their liabilities, and they are ex¬ 
pected to demonstrate an crntrepreneurial 
drive that is restrained by a sense of 
fiduciary a'sponsihility That is why 
ftnancial regulation has always been a 
pan of economic development, and 
that IS why the term "financial de¬ 
regulation" IS in fact a misnomer There 
are very stringent regulations governing 
the conduct of FIs in the US. UK. 
Germany and Japan, and for valid 
reasons 

In a broad generic sense the primary- 
task of a Financial Institution can be 
stated quite simply as mobilization of 
individual sac ings for onward deploy¬ 
ment FIs are different from other 
businesses, in that they arc linked 
through a network of alaiion.ships As 
a corollary, activity and performance in 
one relationship has repercussions on 
others. As holders of savings. FIs hast- 
the extraordinary public responsibility 
to treat these savings as the nation's ac¬ 
cumulated capital, and to maximize 


J/ inancial 
Institutions 
have the latent 
potential to 
both enhance 
and debase 
the currency. 
They must be 
perceived to 
be Institutions 
managed by 
people who 
merit public 
trust, and who 
are dedicated 
to preserving 
the integrity 
of credit. 
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consider itself 
to be beyond 
national 
imperatives, 
irrespective of 
its ownership 
structure and 
immediate 
commercial 
interest. It is 
critical that a 
sense of 
mission be 
inculcated 
within that FI, 
which is long 
term and 
profitable, 
and which is 
meaningful 
within the 
framework of 
national 
policy 
initiatives. 


profits in order to attnct and enlarge 
capital FIs thus have the latent poten¬ 
tial to both enhance and debase the cur¬ 
rency And for financial intermediation 
to work effectively, thc^y must always he 
perceived to be Institutions managed by 
people who merit public trust, and who 
are dedicated to preserving the integrity 
of credit 

'I'h'e balancing of the conflicting goals 
detailed herein is thus the most impor¬ 
tant guiding principle when you under¬ 
take the task of building a Financial 
Institution 

Critical Principles of FI Operations 

1'he biography of International Finan¬ 
cial Institutions makes fascinating 
reading. The sheer gamut of experience 
gained hy FIs is all the more a*markable, 
when one considers the short time 
frame in human history during which 
FIs have commenced operations, and 
subsequently gniwn to become pillars 
of their domestic economies 

I hence thought it could be useful to 
share with you four principal tenets that 
appear to be the causal factors to the en¬ 
during excellence of specific FIs It has 
been my objective to inculcate a con 
scious awareness of these tenets in your 
Institution, and to apply them in 
on-going transactions 

(1) Subservience to National 
Priorities 

A feature common to all successful In¬ 
stitutions is the subservience of that 
Institution to local Ciovernment re¬ 
quirements as and when necessary. This 
subservience, and the alacrity with 
which responses have been made to 
Government requirements, are clearly 
evident in the histories of venerable 
Institutions such as JP Morgan and 
Rothschilds In times tif stress, these In¬ 
stitutions have repeatedly subordinated 
their tiwn commercial, and even 
strategic interests, in order to subserve 
national priorities 

This feature is inextricably linked to 
the nature of busine.ss that FIs conduct 
No FI can consider it.self to be beyond 


national imperatives, irrespective of its 
ownership structure and immediate 
commercial interest But in all situa¬ 
tions. the Institution needs to remain 
commercially oriented, and it i!i here 
that the balancing aa is again necessary. 

(2) Conforming to Public Policy 

The second major attribute of suc¬ 
cessful Financial Imtitutions is the re¬ 
quirement that they conform at all times 
to public policy, and desist from initia¬ 
tives that entail potential danger to in¬ 
vestors and depositors. Institutions that 
use their unique positioning as deposi¬ 
tories to subvert public policy, or engage 
in latently harmful activities, are viewed 
with concern hy all regulatory autho¬ 
rities persons engaged in banking and 
finance need to be regarded as citizens 
with prudence, wisdom and compas¬ 
sion There is little place in the longer 
term for Institutions that merely 
arbitrage opportunities tor short-term 
benefit 

I am by no means discounting the 
profit motive As I had mentioned 
earlier, viable and profitable operations 
are very critical to the efforts of FIs t<i 
attract, retain and enlaige their capital 
base Rut to build a successful FI that 
would endure for the longer term, it is 
critical that a sense of mission be in¬ 
culcated within that FI. which is long 
term and profitable, and which ts mean¬ 
ingful within the framework of national 
policy initiatives This is the second 
tenet relating to the building of a suc¬ 
cessful Financial Institution 

(3) Partnership with Government 

The third feature is a close working 

relationship with Ciovernment The 
Dnited Kingdom provides an outstan¬ 
ding example ol a country where a close 
linkage exists between major Financial 
Institutions and Government This 
linkage is continuously reinforced hy 
the interchange of personnel between 
FIs and Ciovernment. and in the resul¬ 
tant sharing of perspectives on policy 
and public purpose 

In an emerging economy, there is 
often concern amongst FIs relating to 
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Government supervision and interven¬ 
tion. This concern is, however, squaiel)' 
matched by the concern of tiovemment 
that FIs, if left to themselves, could all 
too easily engage in acts and initiatives 
that are contrary to public purpose 
This is a fragile situation, not only in 
India, hut in every country around the 
world. There is perhaps only one way 
to manage this process, and that is to 
seek the ongoing association of senior 
(fovernmeni personnel in the policy¬ 
making forum of Financial Institutions 
The induction of external professionals 
into Government would in turn augur 
well for the development of more prac¬ 
tical policies. 

Government is ai its best when it 
comes to formulation ot public policy, 
and the provision of national level sup¬ 
port for specific initiatives If a forum 
IS not created and encouraged to main¬ 
tain a two way dialogue, the interface 
with (iovernment remains, but at the 
reduced level of only operational super 
vision 

(4) Human .Resources 

Lord Acton's observations with 
respect to money arc apt. and sustain 
their accuracy m time few industries 
are as dependent on human resouncs 
as are Financial Institutions Mvinev is 
fungible Its handling carries with ii 
temptation not only within people in a 
Financial Institution, hut also with cx 
ternal persons dealing with the Institii 
tion. No other industry in the world is 
s<i dependent on people, and no other 
indu.stry is so fragmented in terms of 
decision-making and tontrols 

The protection of the integrity of tin- 
institution is thus the foremost 
managerial challenge facing the builders 
of FIs It is not a one-time challenge, but 
a continuing one at each stage of the 
personnel process, be it recruitment, 
supervision, training or re-deployment 
Financial In.stitutions that fail leave a 
distressing wake All Institutions are 
su.sceptible to wrong |udgcments, and 
it is necessary to condone Institutions 
that make an error of ludgemcnt on 


country risk, spcciali.sed forms of len 
ding, etc Hut (lOvernment cannot con¬ 
done Institutionalised fraud, incipient 
corruption, and recklessness Irft un¬ 
checked, this corruption takes a life ot 
its own. with disastrous consequences 
for the economy The recent debacles 
m the S&L Associations of the USA arc 
classic examples of the lethal blows that 
badly managed and misdirected FIs can 
inflict on .society 

rhere is unfortunately no ca.<iy 
lemech and no classical prescription for 
this malady But an attempt can be made 
to create a work ethic based on pride, 
and provide an envmmment that allows 
for personal development, initiative and 
freedom The pnivision ot a wide 
canvas lor operations would similarly 
induce the development of a cadre 
within the F'l concerned 

It is equally important lor above 
median compensation to be delivered to 
outstanding personnel m order to 
inhibit economic reasons for fraud 
Such fraud and human deceit cannot be 
elimmaicd. hut by and laige. it is human 
nature t<> protect one's image and status 
in soc letv 

The Risks of Uis-intermediation 

As the Indian economy transforms to 
one that is increasingly dominated by 
market forces, there would be a percep¬ 
tible shill Irom asset based lending 
iechnic|ues to securitisation, and dis¬ 
intermediation through the capital 
markets The ohv ions risks of dis¬ 
intermediation are well known, and 
have been discussed in terms of their 
impact on the profitability of existing 
Institutions, and the flight ot stable 
deposits But these are by no means the 
principal issues of concern 

U) my mind, the ma)or risk in dis¬ 
intermediation stems from the increas¬ 
ing distance that results between the 
borrower and the ultimate investor 
When an Institution extends a medium 
term loan of say ID years pro|cct 
appraisal technique's tend to be on a 
more sound tooting given the ensuing 


1 he major 
risk in dis¬ 
intermediation 
stems from the 
increasing 
distance that 
results 
between the 
borrower and 
the ultimate 
investor. 
Appraisal 
techniques 
and ethics 
tend to 
become more 
lax in such a 
scenario. / 
cannot 

oi >er-emphasise 
the need for 
persons at the 
helm of 
Institutions to 
not only do 
transactions 
right, but to 
also do (mly 
the right 
transactions 
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1 he activities 
of all 
Financial 
Institutions 
must always 
remain under 
public 

scrutiny. More 
importantly, 
the financial 
system must 
now he 
organised to 
stabilise and 
promote 
economic 
activity, rather 
than dominate 
it or control 
its process. 
Financial 
jnstitutions 
may have a 
private 
purpose, but 
they also have 
a public 
obligation. 


lonK-tcrm and staiic relationship In an 
issue of securities, the interface with the 
l-'I concerned is frequently limited to a 
one time involvement in the sale of 
securities Appraisal techniques and 
ethics tend to become more lax in such 
a scenario 

in the past decade, the Indian capital 
markets have burgeoned to an extent 
where equity issues by Indian cor¬ 
porates have been extremely well 
received, sometimes, with a nrceptivity 
that far exceeds the lundamentals 
relating to the issue In a buoyant 
economy characterised by a shortage of 
floating stock, the harm to the investor 
has been minimal, given the prevailing 
high prices of virtually all stocks on the 
Hxchanges. 

In the coming decade, however, the 
focus will increasingly be on the crea¬ 
tion of a secondary market for debt in¬ 
struments. There would be little upside 
potential for these securities in terms ol 
capital appreciation, which in the 
ultimate analysis, would be governed 
solely by credit rating and interest rate 
movements The junk bond experience 
in the ILS provides eloquent testimony 
of the harm that can be reached to in¬ 
vestors through a cavalier handling ot 
debt issues. 

Coming back to my basic tenets for 
building a Financial Institution. I cannot 
over-emphasise the need for persons at 
the helm of Institutions to not onl\ do 
transactions right, but to also do onh 
the right transactions 

Intcgntion of the Financial Markets 

Over the next decade, there will be 
rapid and increasing integration of the 
financial markets Only a meagre por¬ 
tion of household savings has been 
channelled to the capital market till 
date In addition, funds have been chan¬ 
nelled largely into equity or fiscally 
oriented debt instruments I expect to 
see much greater financial integration in 
the near term, with other resource 
starved sectors including housing, vying 
for the same individual savings and 


investments 

It is in this context that I find it dif¬ 
ficult to accept financial deregulation in 
the spirit in which it is discussed today. 
In the free market economies of the 
world. Financial Institutions have rare¬ 
ly been subject solely to the discipline 
of the marketplace I'he fact is that 
.society cannot afford Financial Institu¬ 
tions to prosper or perish as market 
forces dictate. 

At the same time, it would he perhaps 
unrealistic to believe Financial institu¬ 
tions to be immune to the consequences 
ol a ptMirly performing economy or 
structural changes therein There are no 
credit instrument.s. trading techniques 
or managerial principles that can 
accomplish such a wonder 

Conclusion 

And that is why we have to go back 
to basics, and look towards enhancing 
the resilience of our existing Institutions 
and consider the best means of building 
new ones The activities of all Financial 
In.stitutions must always remain under 
public scrutiny More importantly, the 
financial svsiem must now he organis¬ 
ed to stabilise and pnimote economic 
activity, rather than dominate it or con¬ 
trol its pnicess And finally, it is for the 
shanrholders of the Institution to ensure 
that the entrepreneurial drive of the 
Institution IS at all times tempered by 
a conscious awareness of underlying 
fiduciary responsibility Financial 
Institutions may have a private purpose, 
but they also have a p^uhlic obligation 

Thank you 



MJ Pherwam 
('hairman 


Nfiiif This diMfs H<ti purport to he u retord 
of the pnK'eedings at the Annual General 
Meeting 


Qfiifiiit Tnkaw Orev im / W 
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Dialectics of Transition: Orissa, 1943-50 

Bifiwamoy Pati 

The struggle of the people of the princely states as well as the sharecroppers of coastal Orissa, led by the Orissa 
State People’s Movement and the Kisan Sangha respectively with which the communists were actively involved 
contributed to the integration of the princely states with the Orissa province and united the oppressed in a strug~ 
gle against their oppressors at a time when parts of the country were reeling under the communal holocaust. 
This paper explores the unresolved anti-feudal contradiction in this phase. It also projects the shifts and turns 
visible in the perspective of the Congress in this transitory phase. 


THIS paper seeks to locate the politics of 
transition in Orissa and takes up the period 
1943 to 1930, delineating the complexities 
associated with this process. Beginning with 
the fall-out of the Quit India movement, it 
focuses on how the Congress sought to draw 
legitimacy from it. It also projects the shifts 
and turns visible in the perspective ol the 
Congress—something that offers certain 
clues to understanding the new ruling class 
of Orissa in this transitory pha.se. 

This paper also explores the unresolved 
anti-feudal contradiction in this phase It 
takes up the struggle ol the people of the 
princely states as well as the sharecroppers 
of coastal Orissa, led by the Orissa State 
Peoples' Movement and the Kisan Sangha 
respectively-These struggles, with which the 
communists were actively involved, contri¬ 
buted to the integration of the princely states 
with the Orissa province and united the op¬ 
pressed in a struggle against their oppressors 
in a confexi when pans of the country were 
reeling under the communal holocaust. It 
also throws light on the Congress position 
when It came face to face with these 
movements during the retreat ol the cc>lonial 
power and in the period immediately after 
independence. 

I 

By the beginning ol 1943 very few liaces 
of the Quit India movement weie leli in 
Orissa lutxman Naiko (who was the only 
political pn.soncr to be awarded a death 
sentence) was secretly hanged in ihc Berham- 
pur jail on Mareh 29, 1943. Belore his 
execution he had declared that he would have 
been much happier if he had seen 'swaraj' 
before his death.' The cokmial bureaucracy 
simplified the logic of peasant and tribal 
militanc 7 of the Koraput district by talking 
about how they were ‘misled' by the Con¬ 
gress And, even it we accept the point that 
some of the political prisoners in the 
Koraput jail felt that they “require(d) and 
expect(ed) punishment"^ it needs to be em¬ 
phasised that this only symbolised their 
pathetic acceptance of circumstances. Yet on 
occasions we also get evidence of anger and 
frustration at the failure of the Quit India 
movement which took the form of indi¬ 
vidual actions like the burning of an opium 
centre at Ghaieswar (in Bhadrak). Although 
no political significance seems to have been 
attached to this act it is difficult to accept 
that it merely expressed the anger of an 


‘opium addicT who could iioi “gel enough 
opium”’ 

Popiilai memory letained Ihe Qua India 
movemeni as something signifying doom 
and repression A booklet ol poems com¬ 
posed b) a popular poel prophesied the end 
ot the world on Augiisl 1, 1943 and began 
wiih the lines 
On llie Isl ol August, 

Sunday nioiiiuig. 

Kalij'unf will meet its doom ‘ 

A seric'- ol rumours circulated in coastal 
Orissa (July 1943), which were based on 
astrological reasoning and which predicted 
that the last iwo days ol July and the lirsi 
day of Augusi 1943 would be ‘really dan¬ 
gerous'. This was accompanied by another 
rumour in July 1943 that ‘loid' Jagannalha 
would be soon leaving I’uri. These rumours 
had an extraordinary effect and on the even¬ 
ing ol August I, 1943 the entire population 
of C uttack town was out on the streets mak¬ 
ing olfcrings at temples to tide ovci the 'bad' 
days' Similarly Ihe lorecasi, based on the 
Oriya caicndai, ol bad hat vests, should be 
viewed in the conic,\t of apocalyptic notions 
which survived in the post-Quit India move¬ 
ment phase *’ Ol course, we shall nevet 
know foi certain whether the pains and suf- 
lerings associated with the Quite India 
movemeni \m:Tv located as necessary lowaids 
a ‘new order' which would be better and 
brighter--i c, 'swaraj' Ncverlhelcss given the 
stiiicluie ol popular perceptions this elemeni 
ol rationalisation of failure should be borne 
in mind of any social histoiian attempiing 
to construct how the Quit India movement 
survived in popular memory 

I he anger and disillusionment came to be, 
ol course, expressed in clearer terms by the 
intellectual Kalmdi Charan burst out in his 
A'/e Sula Sailan (Who is the Devil), 1944 
We are born as human beings 
Bui lack .my sell-respect 
They can take liberties with our women folk 
And for them we arc scoundrels' 

Through rain and heat we toil for them 
Providing them with shelter 
Wc invite darkness into our homes 
While lighiing their woridi 
We fry the table for their children 
While our voung ones die of siarvalion 
They are their 'Majcsiie*-' then 'Excell.-ncies' 
and their 'Highnesses' 

And, ol com sc, we are only mean lolk 
It anything, this points to how the Quit India 
movement had shaken intellectuals like 
Kalindi t.'haran, making them focus sharply 


on the class dimension. 

1 he Provincial C'ongres.s Committee 
(herealtcr PCX') made efforts to reach the 
people through minor demonstrations, orga¬ 
nised to observe the anniversary of the Quit 
India movement in Augusi 1943. Besides, it 
also raised the issue ol ‘collective’ fines and 
helping Ihe victims and jyrisoncrsol the Quit 
India movement Some secret pamphlets 
were circulated, which called for reviving the 
Quit India movement but which failed to 
evoke any response " 

The Quit India movemeni had further 
undermined the credibility of the coalition 
ministry. It continued to be looked upon as 
an agent ot Biitish imperialism and its 
authoritarian character was criticised even 
by some landed elements ’’ It played a 
significant role in precipitating a (amine by 
supporting Ihc faulty policy ol exporting rice 
out of the province, even as the famine 
deepened In March 1943 Ihe government 
of Orissa agreed to send 25,000 maunds of 
rice, uplo a total of 15,000 tons, to Bengal. 
Besides, our evidence for Koraput and some 
princely states reveals that rice was exported 
out ol Orissa to Madras and famine-hit 
Bengal m 1943, when coastal Orissa itself 
suffered from a severe famine." 

The crisis deepened when Ihc central 
govenirneni dc*cidcd to introduce the free- 
trade policy in the easiern region.*’ This 
meant that the provincial government was 
no longer in any position to regulate either 
the movement ol foodgrain or prices. Thus, 
as the dust ol the Quit India movement settl¬ 
ed the famine occupied the attention of dif¬ 
ferent political sections who criticised Ihc 
faulty policies in the 1943-44 phase The cen¬ 
tral and common point was to demand and 
end to the export of rice from Orissa " 

The famine sil nation wevrsened in 1943, 
creating an acute crisis for the peasants and 
tribals ol Ihc coastal iraci Wc gel references 
to people dying like flies and mosquitoes''* 
‘silently’ as though ‘resigned to fate'*' in 
areas ol the Balasorc district, which was the 
worst affected area."' Our evidence in¬ 
dicates that people ate leaves and struggled 
over ‘shiadh' rice with dogs and deprived 
oulcastes of any food they might have been 
cariying*’ and the break-up of families due 
to sale ot children or desertion by male 
members"* In the northern pan of 
Balasore peasants sold land at very cheap 
rates Our evidence also suggests an incrca.se 
in the transfei of land during the famine 
years In 1941 land transfers in Orissa 
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covered 1,10,868 acres; in 1942 1,04,465 acres 
of land were transfered; in 1943 1,41,692 
acres and in 1944 1,25,278 acres.'* Added to 
this was the problem of large-scale hoarding 
and black-marketing by merchants and 
landed elements.^ 

The famine widened the gap between the 
rich and poor in the coastal tract. We get 
references to the utter indifference of the 
wealthier classes to the condition of rural 
poor. These affluent sections preferred to sell 
rice outside Orissa as they got high prices.^' 
This polarisation had sev^ manifestations. 
For example, from Banpur (Puri) we get a 
reference to Sania Thrai who was killed as 
a result of ah assault by a wealthy merchant 
on April 9,1943. Ikrai, we are told, had not 
repaid a loan.^^ At the same time we get 
references to popular anger against ‘maha- 
jstns’, who sold essential commodities at very 
high prices, and on occasions this also led 
to clashes as in Salepur (Cuttack) around 
March 1943.2} 

The famine also strained caste and com¬ 
munal relations in coastal Orissa. Here one 
can refer to the tension between Khandayats 
and Gopalas in Kendrapada in the 1943-1944 
phase}* Although centred around caste, the 
conflict was between the dominant Khan¬ 
dayats who were the landowning caste and 
the Gopalas who were pastoralists. Our 
evidence also indicates strained Hindu- 
Muslim relations in Balasore in this phase. 
The Muslims belonging to north Balasore, 
which had been revaged by the famine, were 
mostly wage-earners. The fall in wages and 
employment oportunities provided the basis 
for a tension between them and the landlords 
who were mostly Hindus.}^ The colonial 
administration ‘rallied round the cow' to 
reinforce already existing differences.}'’ 

Another manifestation of the famine was 
an increase in ‘petty thefts’, burglaries and 
food ‘riots’ in the Balasore district. There 
was also an increase in crime, with dacoitics 
becoming a daily phenomenon. Another 
feature was the over-crowding ol jails in 
Balasore because of the large number ol 
such offences. Although we cannot offer any 
clear evidence, we cannot rule out links bet¬ 
ween ‘petty crime’ and jail-going which 
‘solved’ the problem ot hunger temporarily. 
As compared to 1933-37 in 1943 the numbei 
of murders showed an increase of 58 per 
cent, dacoity an increase of 2,510 per cent 
(the highest in India followed by Bombav 
with 865 per cent), robbery an increase of 
162 per cent and burglary an increase ol 150 
per cent (the second highest in India after 
Bombay’s 166 pier cent).}’ 

The famine continued up to 1944 Faced 
with severe criticism the government woke 
up to organise free kitchens to provide relief, 
which offered no solution to the agrarian 
question. Moretn'cr the policy of procure¬ 
ment was a distinct burden on the peasants. 
The colonial administration constantly 
claimed ‘normalcy’ in the 1943-44 phase, and 
by the end of 1944 the free kitchens were 
finally closed down.}" 

While discussing the broad trends in the 


1943-44 phase we should also refer to the fall 
of the coalition ministry in June, 1944. This 
development was based on the differences 
between the premier, the maharaja of Parlia- 
khemedi and Godavaris Mishra over the 
food situation. The premier’s underestimation 
of the distress in Orissa and his idea of ex¬ 
porting rice was at the root of this.}* 

This was the overall context in which the 
Kisan Sangha functioned in Ons.sa. its 
relative isolation from the masses as a result 
of its going against the Quit India Move¬ 
ment had affected its membership. In 
1938-39 there were 20,(X)0 members in 
Orissa and 30,000 for the princely states In 
1943 this had declined to 4,224 for the whole 
of Orissa.}" Nevertheless, in this 1943-44 
phase the Kisan Sangha began to break out 
of its isolation. 

In this pha.se the Kisan Sangha combined 
the demand for providing relief with the 
release of political prisoners. It formulated 
an excellent critique of the famine and stress¬ 
ed the need for a national government as 
well as the unity of the Congress and Muslim 
League. It sought to link itself with popular 
patriotism as is evident from the rural 
meetings of the communist party. What 
needs to be emphasised is that the food cam¬ 
paigns of the Kisan Sangha were joined by 
organisations like the Gandhi Seva Dal and 
the Servants of India Society." 

On the food front we get references to the 
establishment of food committees in the 
coastal belt. On occasion ‘food marches’ 
were organised to focus on the food crisis. 
Thus, in April 1943 we get references to 
‘ma.ss hunger’ marches in Balasore}} and 
Khurda." This reached a climax on June 
28, 1943 when 2000 marchers (which includ¬ 
ed 200 children and 500 women) reached the 
Orissa legislative assembly carrying empty 
bags and baskets on their heads raising- 
slogans against hoarders and blackmarketeers 
and demanding the release of political 
prisoners, as well as Congress and lx;aguc 
unity to fight the food problem.’'* 

I he Kisan Sangha’s rural propaganda 
combined an opposition to the colonial ad¬ 
ministration as well as to the merchants. Not 
only did the Kisan Sangha pul pressure on 
the colonial administration to .slop the ex¬ 
port ol foodgrain and prevent its procure¬ 
ment, but also on the mcichanls to release 
their hoarded stocks for local use. Simul¬ 
taneously It intensified its rural propagan¬ 
da that ihe government should procure rice 
from the merchants and sell them to Ihe 
poor It deputed its volunteers to control the 
supply and distribution of foodgrain. 
Villagers were mobilised to ofler satyagraha 
before carts carrying foodgrains. The Kisan 
Sangha demanded fallow lands for the poor 
(along with agricultural implements) so that 
they could engage themselves in cultiva¬ 
tion.” It also intervened to demand com¬ 
pensation for land taken over from the 
peasants by the colonial administration.’'’ 

The Kisan Sangha campaigned for the 
‘grow more food’ programme, the formation 
of peasant cooperatives and Palliamangal 


Samitis to settle petty disputes among the 
peasants. These had a distinct anti-zamindar 
and anti^sahukar’ thrust. A number of 
schools were also opened in the rural areas 
where its politics was explained.’} Of 
course, as in the previous phase, we get 
references to the organisation of ‘santisenas’ 
and ‘muktisenas’ with the addition of 
‘balasenas’, in the rural areas, and a frontal 
opposition to War subscriptions.’* 

On Kisan Day, September I, 1943, the 
Kisan Sangha reiterated its stand.’* In the 
1943-44 phase its interventions, especially on 
the famine front, led to its growing influence 
in the coastal belt, particularly in the Puri 
district.Thus, by the end of 1943 its 
membership had risen to 15,000.'*'' Its 
humanitarian concerns were, in fact, shared 
by some Congressmen, who on occasion, 
joined It *} This feature, as well as the 
Kisan Sangha’s unity efforts gave rise to 
‘concern’ among the colonial ad¬ 
ministrators *' Besides raids on the com¬ 
munist party’s offices and the arrest of 
leading Kisan Sangha activists and disallow¬ 
ing of public meetings called by the Ki.san 
Sangha, it was prevented from opening its 
own relief centres or transporting relief.** 

The all-India Kisan Sabha session at 
Vijayawada (March 14-15, 1944) evoked con¬ 
siderable enthusiasm, with 23 delegates 
representing Orissa. At this session Sahaja- 
nand Saraswati was elected as Ihe president 
of the All India Kisan Sabha. As many as 
30,000 people, including 5,000 women at¬ 
tended this session and listened to the Kisan 
Sabha’s stand which included the focus on 
the famine, the question of relief, the release 
of political prisoners and (he problem of 
landlessness.*' 

Inspired by the Vijayawada session, the 
Orissa Kisan Sangha organised several 
meetings. In some of these we find people 
from adjoining areas participating in order 
to discuss various local as well as general 
issues We can illustrate this by citing the ex¬ 
ample of a meeting of the Kisan Sangha at 
Paradeep (Cuttack) on April 19, 1944. 
Peasants from Jajpur, Dhamnagar and 
Balasore attended it in large numbers. The 
meeting was presided over by Prabodh 
Mohaniy. Problems of the peasants in 
various areas were discussed—shortage of 
water for cultivation at Jajpur and Dham¬ 
nagar; the problems created by the Jajpur 
landlords lor the ‘grow more rice’ pro¬ 
gramme; destruction of crops due to floods 
and famine at Bari; the problem of landless¬ 
ness and how the ‘mahajans’ hoarded huge 
quantities of rice.*" Another feature of the 
Kisan Sangha’s politics was to plan camps 
on tht borders of the princely states to con¬ 
solidate the Kisan Sangha and Prajamandal 
movement.*} 

As the political prisoners were being 
released m 1944 and the PCC began to stand 
up again, it viewed the rapid success of the 
Kisan Sangha with suspicion. By the end of 
1944 the issue was settled, with the PCC 
clearly formulating its guidelines regarding 
qualifications for being a member. These in- 
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eluded, among other things, the non- 
membership of any ‘leftist’ organisation.** 
This attempt to ‘purify* itself also led the 
PCC to exclude communists from activities 
like constructive programmes.** Along with 
this the PCC sought to counter the influence 
of the Kisan Sangha, especially in areas like 
Puri district where the latter had made deep 
inroads. Thus, around the end of 1944 there 
were proposals to form an anti-communist 
front under the leadership of Jagannath 
Mishra.'" 

As for the princely states, meetings were 
banned in some of them to counter the 
Prajamandal movement. When in 1943 the 
Orissa government began releasing political 
prisoners, the ‘durbars’ re-arrested them.-'' 
We do not find much of activity in the 
princely states, excepting Nilgirl, and repres¬ 
sion at Uhenkanal.'^ In 1944, the 
Dhenkanal administration was taken over by 
the British. At Talcher there was an incidence 
of firing in May 1941, which resulted in the 
death of two Prajamandal activist.s. This was 
part of the final offensive against the guerilla 
movement ending with the movement being 
crushed around this lime." 

At Nilgiri prominent Prajamandal acti¬ 
vists like Banamali Das who had gone 
underground during the Quit India move¬ 
ment weic arrested in early 1943 Tins at¬ 
tempt by the ‘durbar’ to throttle the Pra¬ 
jamandal coniinued in the 1943-1944 phase. 
Ilowevei, the Prajamandal and the Kisan 
Sangha continued to make even deeper in¬ 
roads The communists organised about 200 
cadres who received political education and 
training in scll-dclence. By combining the 
demands lor food committees with political 
demands (i e, the establishment of a national 
governmeiii and the release ol political 
pri.soners) the communists strengthened the 
Prajamandal as well as the Kisan Sangha in 
the state. In a context when the ( ongressiies 
had been leduced to inactivity, the commu¬ 
nists consolidated ihcii positions, getting 
their activities co-ordinalcd with the promi¬ 
nent Congress leader Kailash Chandra 
Mohanly The PCC’s anii-communist posi¬ 
tion did not cut much ice in Nilgin in this 
phase and the communists continued to re¬ 
main active.'* 

As for the Jeypur estate the colonial ad¬ 
ministration expressed its anxiety when 
political prisoners were being released in 
1943-44. We see a reference to a political 
prisoner taking revenge on a person who had 
given evidence against him during the Quit 
India movement. However, we do not get any 
evidence of any serious anii-colonial or anii- 
/amindari, tension, except lor a suspicion 
of the procurement policy." We can round 
off our discussion of the Jeypur estate by 
mentioning how a police parly which visited 
Tentuligumma in December 1943 found that 
Laxman’s relatives and ‘co-villagers’ firmly 
believed that he was still alive in Samhalpur 
jail'*—perhaps a reflection of the unfulfill¬ 
ed dreams of those who had risen during the 
Quit India movement. 


II 

In 1945, the end of the second world war 
coupled with the victory of the Labour Party 
in the general elections in Britain offered 
fresh possibilities for ending ^e political 
deadlock in India. By this time all the 
|x>litical prisoners in Orissa had been releas¬ 
ed. Soon after assuming office the l abour 
government declared that the elections to the 
various legislatures would be held in early 
1946. In line with this policy the governor 
of Orissa dissolved the legislative assembly 
by a notification in September 1945.'’ 

At this lime the PCC in Orissa was in 
shambles. The order banning the Congress 
was still in force. It was only in August 1945 
that the provincial government withdrew the 
ban order It gradually became clear that 
elections would he held. The morale of the 
PCC was very much boosted by the victory 
of Its candidates in the district board elec¬ 
tions held very soon after the lifting of the 
ban 

As the PCC machinery geared itself to 
fight the elcclions we get evidence of Mahtab 
attempting to, as he claimed, keep the big 
landlords ‘at least...neutral' and promising 
to the Congress high command that he 
would prevent any ‘organised party’ from 
contesting the 1946 elections.'* His success 
on both counts, of course, was not really a 
result of his individual ability, but a fall-out 
of the post-1937 election attitudes of landed 
sections.*" Thus at freedom’s doorstep one 
observes a strengthening of this alliance. 

Let us try to illustrate this point. For 
example, we get a reference to Biswanath Das 
stating that ihe landlords were anxious to 
join the Congress in this context The son 
of the Kanika ramindar was a candidate of 
the Congress for the central legislative 
assembly*' Some landlords like Motilal 
Pandit became Congressmen before the 1946 
elections and drew their legitimacy from 
the new power structure to exploit Iheir 
peasants *-’ 

However, it will be wrong to locate this 
trend as a one-sided affair, in fact, the Con¬ 
gress organisation was as eager to have the 
landlords on their side, as the landlords. 
Here one can cite the selection of Ranjit 
Singh, son of the Raja of Borasambar, as 
a Congress candidate. Ranjit had served in 
the Royal Air Force during the Second World 
War and his selection violated at least one 
ol the three basic norms that had been for¬ 
mulated by the Congress High Command 
to select candidates for the 1946 election.*’ 
Faced with a barrage of criticism Patel wrote 
to Mahtab that his selection ‘would be a 
leather in your cap’ since given his ‘army 
discipline’ he would prove better than many 
Congressmen in the assembly "who in spue 
of their sacrifices...did not accept discipline”. 
Simultaneously Ranjit was advised to keep 
his ’ears and eyes open’ but his ’mouth shut’, 
to ‘forget’ that he ‘was a landlord’ and a 
‘superior person’ and to ‘try to be one of the 
people of Orissa’.** 

Our evidence also indicates that Mahtab 


secured Rs 50,000 frmti a businessman (who 
had amassed a lot of wealth during the war¬ 
time scarcities) for the Congress fund by giv¬ 
ing him hopes of an election ticket.*' We 
also get a reference to a possible decision to 
accept candidates who paid Rs 25,000 to the 
Congress fund.** In this context the Samaj 
warned the Congress not to accept some 
people who were hoping to gel election 
tickets by paying huge donations.*’ 

This support of the propertied sections 
became increasingly visible as the election 
campaign picked up Far from remaining 
‘neutral’, as Mahtab expected them to be, the 
landlords of the three coastal districts 
declared their support for the Congress can¬ 
didates ** Some ‘chaukidari’ presidents, 
who exercised considerable authority in the 
rural areas, and, who, hitherto had firmly 
supported the government, not only sup¬ 
ported the PCC candidates but also raised 
funds for the Congress ** 

By October 1945 the political atmosphere 
in Ihe province was charged with Ihe PCC’s 
election campaign. Its central theme, and in¬ 
deed its very source of legitimacy was the 
role of ihe Congress during the Quit India 
movement. Innumerable meetings were held 
in the three coa.stal districts as well as the 
Koraput district where the PCC leaders 
harped on this theme on going back to the 
people, after a gap ol nearly three and a half 
years. Whereas some like Mahtab claimed 
that Ihe Congress alone represented India’" 
some others like Nabakrushna Choudhury 
called to the people to get organised in order 
lo carry out another ‘revolution’ like the Quit 
India movement ” In fact, a general 
reference point was the need for another 
rebellion and the danger of repression in the 
future, given the fencing and supply of arms 
to the police stations ” li sought to com¬ 
municate to the peasants that, if elected, the 
Congress would slop oppression and punish 
erring government officials ’’ Although the 
PCC leaders frontally condemned the 
colonial government a lot ol flak was also 
directed against the communists.’* 

What IS really striking is the extremely 
militant posture of the PCC in the Koraput 
district. We get references to prominent PCC 
leaders like Mahtab criticising the estate ad¬ 
ministration.’' A number of ’hata’ meetings 
were organised to discuss the atrocities of 
the estate officials and condemn them. In 
this trad the PCC’s election campaign also 
included non-payment of rent and forest cess 
to the estate and a drive against the small 
savings campaign of the colonial administra¬ 
tion. On occasions ‘election speakers’ pro¬ 
phesied the inevitable disappearance ol the 
zamindari along with the withdrawal of the 
British.’* This focus on the internal contra¬ 
diction, totally absent from the election cam¬ 
paign of the coastal region marks out the 
Koraput district, where popular enthusiasm 
was considerably roused during the election 
campaign ’" 

How does one explain this militancy? I he 
most obvious explanation, of course, is that 
in the absence of the Kisan Sangha, the PCC 
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could only gain by firing people's imagina¬ 
tion with anti-imperialist and anti-feudal 
Slogans, without losing anything. However, 
it is also possible that this militancy was a 
result of the popular acceptance of the Con¬ 
gress and its appeal as an instrument of 
struggle which reached heights far above the 
level which the Congress organisation of 
Koraput could control.’* 

The PCC’s victory in the 1946 elections 
was not surprising, and unlike at the 1937 
elections the colonial bureaucracy did not 
expect anything else to happen. In 37 con¬ 
stituencies out of the total 60 the PCC’s can¬ 
didates were declared elected unopposed and 
the overall position reflected a clean sweep 
with the PCC winning as many as 47 ,seat.s, 
the Muslim league four, Independents four, 
and the Communists one.’’' It is worth 
pointing out at this juncture that the 
organisational strength of the PCC had 
declined considerably. In 1929 there were 
1,929 primary members, in 1935-36 there 
were 6,829, in 1937 there were 5,760, in 1938 
there were 1,98,325 which by 1945-46 had 
fallen to 1,03,216."' 

As can be seen, the 1945-46 membership 
figures failed to be anywhere near that of 
1938. This empirical detail is a simple index 
of how even the Quit India movement had 
apparently been unable to stir up the PCX' 
membership to the 1938 level This was 
because of the repression and the fact that 
the PCC was legalised only in 1945. it was 
also perhaps because this phase lacked the 
sweep of the twin currents of anti-imperia- 
lism and anti-feudalism of 1936-39 Not¬ 
withstanding thi.s, the mass appeal and 
popularity of the PCC had if anything on¬ 
ly increased and it continued to rouse 
popular enthusiasm and aspirations in 
Orissa. 

The format ion of the ministry saddled the 
Congress with fresh responsibilities. One of 
its first tasks was to relea.se all the remain¬ 
ing political prisoners and implement the 
promise to institute enquiries into the ex¬ 
cesses during the Quit India movement. At 
the same time Premier Mahtab was against 
the setting-up of a general enquiry into the 
conduct of government servants as this 
would lower their morale In fact he strove 
to atiav fear- a public statement that 
for acts ds.'t'.i '!j obedience to orders of a 
highei authority no blame would be put on 
any officers if they had not gone beyond the 
reasonable scope of such orders."’ 

At the doorstep of freedom Mahtab asked 
for the retention of the governor’s advisers 
and for more senior Indian Civil Sicrvice of¬ 
ficers."' His vision of the future was con¬ 
ditioned by a need to unite the princely states 
with the Orissa province (since otherwise 
nothing could be done to improve things) 
and to improve the conditions of the tribals 
(as only during the earlier Congress govern¬ 
ment had anything been done to improve 
their lot). He recognised the laci that Orissa 
was an extremely poor province where peo¬ 
ple lived in semi-siarvaiion conditions. He 
fell that the solution to all problems lay m 
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the establishment of a representative govern¬ 
ment at the centre, which implied a more 
favourable centre-state relationship.** 

The Congress ministry also planned to im¬ 
prove the supply of essential commodities 
for which some schemes were planned. 
Besides, two laws were adopted to accord 
equality to untouchables in services and in¬ 
stitutions maintained by the government and 
allowing them to enter temples. The agrarian 
reforms began by seeking to identify pro¬ 
blems. The PCC which had fired popular 
aspiration in the late 1930s now talked of 
how “the actual abolition of zamindari pre- 
scnt(ed) practical difficulties” and began 
speculating on whether or not to compen- 
.sate the landlords. To look into the question 
of agrarian reforms a committee was set 
up."' 

Of course, the need for ‘developmental 
projects’ made the ministry contemplate 
means to acquire land for private companies. 
As the development of Orissa was being 
planned one of the first efforts was to 
implement the plans to build dams ai 
Mackhund, Duduma and Hirakud. This met 
with a lot of opposition on account of a 
variety of reasons. After all, there was a 
genuine fear of lack of adequate and proper 
compensation. Added to this was the notions 
of a society unprepared for the changes 
which were being planned. This can be 
perhaps illustrated by referring to how the 
appearance of certain ‘ill omens’ raised 
doubts m the minds of people about shif¬ 
ting to the alternative site offered by the 
government, or a belief current in Sambal- 
pur at the time that power generation would 
syphon out all the important propeaics from 
the water, making it useless for agriculture. 
Added to this was the attempt of the western 
Oriyen chiefs (especially Patna) to funnel an 
agnation against the Hirakud dam project 
in order to demand secession of western 
Orissa from the province. What is worth 
noting IS the virtual identification of leading 
Congressmen like Bodhuram Dube and 
Laxminarayan Mishra with this separatist 
movement,'**’ causing a lot of embarrass¬ 
ment for the Congress and its plan for 
regional development. 

This takes us to the question of Congress 
indiscipline, which assumed serious propor¬ 
tions. Besides the close identification of 
leading Congressmen with the separatist 
movement we also get references to funds 
collected by unscrupulous persons in the 
“name of the Congress’’. In fact Congress 
indiscipline became more pronounced after 
independence forcing Mahtab to take firm 
steps in 1949 to tighten discipline within the 
Congress in order to have a strong and effi¬ 
cient administration *’ 

Then there was the desire ol the new- 
ruling class to build a capital for the new 
centre of political power. This led to the con¬ 
sultations with the planners of the Tatas, and 
ended with the plan to build Bhubaneshwar 
as the new capital."" While laying the foun 
dation of the new capital, Nehru had 
expressed the hope that Bhubaneshwar 


would not be “a city of buildii^ for officers 
and rich men without relation to common 
masses, it will accord with our idea of reduc¬ 
ing differences between rich and poor!’** Of 
course, needless to say, this ideal has 
remained unrealised. 

And, the same Congress which had only 
a few months before (during the 1946 elec¬ 
tion campaign) criticised the arming/fenc¬ 
ing of the police stations, increased the 
budgetary allocation for, and also increased 
the police force. This was rationalised as a 
feature associated with the very process of 
‘development’ itself. “To bring Gandhi into 
the day-to-day business" like increasing the 
police force began to be frowned upon as 
this would obstruct “big development all 
round’’.'"' 

Steps had to be also taken to check cor¬ 
ruption of government servants and traders. 
In 1946-47, 500 cases were detected and a 
majority of the guilty were convicted. The 
trend of bureaucratic corruption worsened 
with independence, government officials 
being sometimes caught red-handed, taking 
bribes.'*' 

Another feature was the sudden patriotism 
of some of the most oppressive officials. 
One can cite here the case of a magistrate 
Mosaheb Khan (whose name was synony¬ 
mous with terror during the Quit India 
Movement who olfered to re build the Con¬ 
gress ‘ashram’ at Ban, which had been 
destroyed under his own orders during the 
Quit India Movement ■*’ 

At the doorstep to freedom the links bet¬ 
ween the Congress and the landlords were 
sought to be further strengthened. Alter the 
formation of the ministry the abolition of 
the /amindari system began to be shelved 
and seen as a step to be taken only after 
independence was achieved It was no more 
considered “a simple mat ter...as if the 
ministers have to go. .to the secretariat, ask 
lor a slip of paper and jusi write on it that 
the /amindari system is abolished!’ There 
was a clear uitempt to side-track the issue 
that had been so ‘central’ to the PCC's 
politics since 1936 By March 1947 it was 
made adequately clear that the government 
was m no hurry to abolish the zamindari 
system as “with all its ills” it had been in 
existence for several centuries."*’ We also get 
references to Congressmen intervening as 
arbitrators to settle disputes between 
landlords and peasants.'** 

The landlords evidently realised that the 
Congress was the lesser evil and were happy 
to have a Congress ministry m power.'*' 
What IS worth emphasising is a new ag¬ 
gressive character of the landed elements 
which, sometimes, took the form of organis¬ 
ing the militia to counter the peasant move¬ 
ment in areas like Pun.’**’ 

In this phase we also witness-an attempt 
by the Congress to strengthen its links with 
the ‘rich’ peasants. For example, the idea of 
increasing the procurement prices of gram 
and demanding a re-classificalion of dif- 
terent varieties of nee for the purpose of 
promoting a large number of varieties in the 
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’uiperfine’ csti^ory wts aimed oot only to 
benefit the landlords but also the 'rich’ 
peasants who came next in the rural social 
hierarchy, in the 1947-48 phase landlords 
and ‘rich’ peasants having surplus grain 
stocks also profited from the high prices of 
foodgrains.*^ Within months following 
independence the system of control imposed 
on foodgrains was removed*" to benent 
these sections. Similarly the conceptualisa¬ 
tion of a ceiling on the agricultural income 
tax for those whose income was more than 
Rs 5,000 annually** was aimed at 
strengthening the links with the small 
landlords as well as the ’rich* peasants. 

In this context the ‘pink’ allies of the 
Congress were no longer necessary. On the 
threshold of freedom the PCC had emerged 
as the single most popular force. It hoped 
to reap the harvest of the three mass 
movements alone In March 1947 Surendra- 
nath Dwivedy resigned from the secretary¬ 
ship of the PCC as even the criticisms of the 
socialists was disliked, and any difference of 
opinion with Mahtab was interpreted as a 
revolt against the Congress.'"" 

There were, of course some problems 
which need to be spelt out. Here one can 
mention the polarisation of communal and 
caste identities in this phase. Although in 
many ways these can be traced back to th«. 
19th century, they can also be associated 
with the politics of the anti-imperialist strug¬ 
gle Itself as well as the 1943 tamine. 

Talking of specifics, we can mention the 
PCC’s closeness to the Hindu 
Mahasdbha'"' the growth of the Rashtnya 
Swayamsevak Sangh in 1946'“ and the pro¬ 
blem of rabid communalists within the PCC 
organisation itself.'"’ One has to also refer 
to the way some Congressmen ‘rallied round 
the cow’ during their opposition to the ‘grow 
more food’ programme by labelling it the 
‘gorumara’ (cow-killing) food pro¬ 
gramme."” Along with this was the com- 
munalised conception of the bureaucracy 
which looked upon Orissa as a ‘Hindu pro¬ 
vince’, if we go by governor Trivedi’s 
description.'"’ 

In such a context the 1943 famine played 
a significant role. Bhadrak (in Balasore) 
which was badly hit by the famine had a 
Muslim population composed of poor wage- 
earners; while the Hindus formed the land¬ 
owning section.'"" In a context of crisis the 
sharpening of class relations look a com¬ 
munal turn with communalists playing their 
role. The happenings outside Orissa harden¬ 
ed communal identities. The colonial ad¬ 
ministration’s inept handling of the situa¬ 
tion triggered off a police firing on a 
’Muslim’ gathering which obstructed a 
‘Hindu’ procession. The death of three peo¬ 
ple created a stir in Orissa.'"’ 

Another feature was the strained caste 
relations. Like communalism, it was 
associated with the tension between the rich 
and the poor which resulted from the 1943 
famine situation. Our evidence indicates the 
attempts at assertion by outcastes, like the 
Rana labourers of Cuttack, who demanded 


higher wages. What h^lowed was a social 
boycott imposed on them by caste Hindus, 
and a subsequem clash. From Balasore we 
get a reference to the development of a class 
conflict, with the Harijans boycotting caste 
Hindus and not working in their fields since 
the latter had excommunicated their 
Brahmin priest. When the Brahmins em¬ 
ployed labourers from a neighbouring village 
a clash resulted. We also get references to 
fishermen in some neighbouring villages 
who resolved not to carry the palanquins of 
high caste people. "* 

Another manifestation was the desire to 
go before the presence of the gods and god¬ 
desses ‘stolen’ by the upper castes. This con¬ 
cept was something rooted in the popular 
tradition and was also linked to the ‘temple- 
entry’ question focused upon by Congress 
and Gandhi in Orissa.'"* Given this 
background independence came to be 
associated with the advent of freedom for 
the outcastes to go to the presence of the 
gods and goddesses. This explains the 
momentum gained by the temple-entry 
agitation."" 

In this phase some castes like Khandayats 
and Sundhis got organised. The Khandayats 
attempted to get united and agitate in order 
to improve then conditions and enable 
themselves to meet the dominance sought to 
be exercised by the ‘Brahmin-Karana’ 
ministry. The Sundhis appealed to their caste 
people to take to professions other then their 
own caste profession—i c, selling of 
liquor—and to give up ‘ills' like child mar¬ 
riages. Consequently we also witness a trend 
to try and emulate the dominant castes in 
several ways, including minor attempts at 
social reform. And in some cases this at¬ 
tempt led to mter-casle tension as in the case 
of Goudas (cowherds) and caste Hindus at 
Pun when the former sought upward caste 
mobility.'" 

Of course, the other problem was centred 
around differences with people from ‘out¬ 
side’—an ambiguous term used to describe 
Telugus and Bengalis. The striking thing is 
that in some cases Congress activists were 
directly behind these urban-based political 
trends. And, on occasions these took 
extremely crude forms."’ 

The doorstep to freedom was also marked 
by an increase in crime. In the first quarter 
of 1947 there were 25 instances of murder 
(triennial average 20.3), 14 instances of 
dacoity (triennial average 8.3), 25 instances 
of robbery (triennial average 20.3) and 39 
instances of rioting (triennial average 24)."’ 
Besides in the 1947-49 phase crime increas¬ 
ed from about 60 per cent (1947) to its peak 
in the 1939-49 period of about 84 per cent 
(1949). Incidentally, the peak for the 1939-46 
period was about 55 per cent (1946). 

Although It is extremely difficult to 
establish links between this increase in crime 
and popular expectations of ‘swaraj’, August 
15, 1947 was viewed as “freedom from fear 
of the police and magistracy and in the 
zamindart areas, of estate officials”. Popular 
aspirations located independence as an end 


of authority itself,"’ given its dose assoda- 
tion with cdonialism. Our evidence suggests 
strained relations between the landlords and 
peasants in all the districts of Orissa, 
including the estates, in 1947."" Among the 
people there was also the hope of a future 
without landlords and moneylenders, and 
therefore without the zamindar-sahukar- 
sarkar nexus. One can cite here the percep¬ 
tions of Ramchandra Barik, a domestic ser¬ 
vant, originally from coastal Orissa but who 
at this time was working for his master 
posted in East Pakistan. Bank asked his 
master’s son if with independence, his loans 
would be written off and his mortgaged 
lands returned to him by his village 
sahukar."' 

This perhaps also explains the acts of 
some ‘unimportant Congressmen’ who ‘in¬ 
stigated’ people not to pay land revenue, 
asked ‘naikos’ to report cases to them before 
going to the police, urged people to not to 
go to the police and pronounced that in 
future chauktdars and union presidents 
would be appointed only from among Con¬ 
gressmen."" And, given this perspective one 
can perhaps also explain the difficulty in 
comprehending why the price of rice should 
go up with the advent of freedom."* 

It was III response to such trends that 
Mahtab’s ‘Prajatantra’, funded by the 
landlords, carried a signed editorial by him 
“advising...(and) exhorting the public to 
reali.se the responsibilities of independence 
and switch over from political agitation and 
an attitude of negation and obsiruction to 
constructive activities”. 

III 

This was the picture confronting the 
peasants and tribals of Orissa. The unresolv¬ 
ed nature of the contradictions led to a spell 
of mass movements especially in the coastal 
tract (including Ganjam which falls beyond 
the .scope of the present study) and some of 
the princely stales. What does appear im¬ 
pressive IS that even in the face of certain 
definitely divisive trends, the politics of the 
Kisan Sangha as well as the Prajamandal 
movement united the peasants and iribals 
in a struggle against their oppressors. The 
strength as well as the role of these 
movements in 1947-48 normally goes un¬ 
noticed, unless one takes care to link them 
with the land reforms that were instituted 
(howsoever weak and limited they might 
have been),'’' the disappearance of certain 
feudal practices which were exploitative'” 
and last but not least the integration of the 
princely states with the province of Orissa. 

Let us begin by surveying the coastal tract. 
We find that the Kisan Sangha occupied the 
centre of communist party’s activities in this 
phase of transition. The problem, of course, 
was the Congress’ declaration of ‘war’ on 
the communists in the early months of 1947, 
forcing some activists to go underground.'” 
This trend intensified in the post¬ 
independence context leading to arrests of 
70 activists by 1949 and prompting Nehru 
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to write to Mahub to stop these arrests and 
the banning of organisations as they earn¬ 
ed a bad name for the Congress. 

However, in spite of these difficulties by 
the beginning of 1947 the Kisan Sangha 
focused forcefully on the abolition of the 
zamindari system which was being side¬ 
tracked by the Congress.'^’ The activities ol 
the Kisan Sangha was sought to be linked 
with the workers and students. On March 
18.1947 a trade union day was organised at 
Cuttack. It passed resolutions asking for the 
abolition of the zamindari system along with 
demands of workers.'^* In May 1947 the 
communists held a mass tally at Cuttack 
which was attended by representatives Irom 
the different districts and also from the 
princely states on the occasion of the first 
session of the Orissa assembly. The basic 
objective of this rally was to demand the 
abolition of the zamindari system as well as 
the improvement of the conditions ol 
peasants. 

Besides this, the Kisan Sangha also tried 
to creat a ‘bhagachasi’ (sharecropper’s) 
movement. Tlic central theme of this was the 
demand to amend tenancy laws in order to 
fix the share of the 'dhulibhag' (produce 
rent) tenants at three-fifths of the gross pro¬ 
duce and the grant of written leases to 
cultivators. Attention was also given to the 
abolition of reserved forests and the distribu¬ 
tion of essential commodities through village 
committees.'^* The demand for three-fifths 
share of the produce was a new demand of 
the Kisan Sangha and one can sec the ob¬ 
vious parallel it had with the Tebhaga move¬ 
ment in Bengal in this phase. 

The ‘Kisan March’ to Cuttack (March 
1947) was, of course, a massive attempt to 
mobilise the peasants and tribals of coastal 
Oris.sa. It originated from Ganjam on March 
20, 1947, and-the marchers reached Cuttack 
on March 27. Numerous meetings were held 
on the way which had an electrifying effect 
on the countryside of coastal Oris.sa. At 
these meetings the basic perspective of the 
Kisan Sangha was outlined and the people 
were urged to join the marchers A 
systematic campaign was unleashed to 
abolish the zamindari system without com- 
pcos.ii'on Vo' tedusiion of rent, tenancy 
lights iisci 'i.!.' m holds, prevention of cn- 
cioach'iient by landlords on ’beta’ lands, 
exemption ot rent ol small peasants, con¬ 
fiscation of land from those who had more 
than 30 acres of land and its re-distribution 
among the landless, subsidised sale of paddy 
to poor consumers, better irrigation facilities 
and more satisfactory procurement and 
distribution of controlled commodities '''' 

When the Kisan .Sangha marchers met at 
Cuttack on March 27, 1947, a resolution was 
passed by the 1,(XX) peasants present which 
called for the abolition of the zamindari 
system, forced labour and ’bhagachasi’; 
restoration of ownership of lands to tenants, 
and amalgamation of the princely slates 
with Ori.s.sa. Mo.st of the speakers condemn¬ 
ed the compromising character of the Con¬ 
gress and Its sympathy with capitalists.''" 


These activities paved the way for the 
sharecroppers’ movement. 

The bhagachasi movement developed in 
Khurda (Puri) and we gel a number of 
references to it from the Puri district, in 
many areas the Kisan Sangha activists 
‘instigated’ peasants not to pay rent in cash 
or kind for lands cultivated under the ‘bhag’ 
system. On occasions share-croppers entered 
and cultivated lands of zamindars. We get 
references to such activities from Gop and 
Kakaipur.'}' 

The Pun district kisan conference which 
met at Nimapara (May 12, 1947) was attend¬ 
ed by 4,000 peasants It reiterated the 
demand for abolishing the zamindari system 
without compensation and distribution of 
essential commodities through representative 
bodies. In an attempt to counter the 
bhagachasi movement, a large number of its 
activists were arrested at Puri."- 

Gradually the bhagachasi movement 
spread to other areas in the coastal tract 
From Cuttack we gel evidence of the rural 
rich being deprived of their grain stocks. On 
(Kcasions lands of zamindars were ‘forcibly’ 
cultivated by peasants as in Kalantira and 
Ramkumarpur.'" What is indeed 
fascinating is the way the Kisan Sangha 
sought to link its activists to the 19th death 
anniver.sary of Gopabandhu Das to appeal 
to a wide section of the people (June 1947) 
Thus, at some of the meetings resolutions 
were passed urging ihe government to 
declare a date by which the abolition of the 
zamindari system would be 
accomplished.'’■* 

After independence the ‘bhagachasi’ 
movement spread to the entire coastal 
region, developing rapidly even under 
extremely repressive conditions. So much so 
that by November 1947 the pressure of the 
movement had forced the Congress ministry 
to issue a communique which led to the 
enactment of the Sharecroppers’ Act. This 
gave three-fifths of the produce to the share¬ 
croppers and two-filths to the landlords 
However, the problem was one of actual im¬ 
plementation of this act. In fact, the strengin 
of the peasant movement wa.s, ultimately, the 
only factor which could ensure its implemen¬ 
tation. In areas wheie the peasant movement 
was weak the peasants were forced, through 
false cases and threats of eviction to sur¬ 
render 50 per cent ol Ihe produce.'" 

Consequently, the bhagachasi movement 
continued in 1948 in an attempt to assert the 
rights of the sharecroppers in Ihe face ol 
brutal repression. From Brahmagiri (Pun) 
we gel evidence of mahajans terrorising the 
bhagachasi Kisan Sangha leaders were also 
to face repression in Khurda. From Cuttack 
(especially Jajpur) we get a similar picture. 
Meetings and conferences of the Kisan 
Sangha were banned.'*" 

It was, however, Balasore which emerged 
as a storm centre of the bhagachasi move¬ 
ment by 1948. We gel evidence of how the 
landlords terrorised peasants, and Mohunts 
employed g(H>ndas in an attempt to smother 
the mosemcni. The Congress government 


stood by tlK landlords and resorted to arrests 
of Kisan Sangha activists, most of whom 
were implicated in a host of false 
charges.*’’ 

The pressure of the Kisan Sangha and the 
movement of sharecroppers forced the 
Congress government to accept that the 
Sharecropfier’s Act would remain valid till 
January 1949 Nevertheless, what needs to 
be pointed out is that independence 
failed to solve the problems of Orissa’s 
sharecroppers. "* 

As for the princely states, this last phase 
saw a popular upsurge sweeping through 
them. What is noticeable is a close col¬ 
laboration between these feudal chiefs and 
the retreating colonial power The first 
indication of this was the restoration of the 
chiefs of Nilgiri and Dhenkanal (1946). I'he 
feudal chiefs, pampered by Ihe colonial 
bureaucracy, began to examine the possi¬ 
bilities of staying out of the Indian union. 
This drive led to two meetings—one of Ihe 
Oris.san and Chaiiisgarh chiefs at Pun 
(May 1947) under Ihe aegis ol the resident, 
F.asiern States and the political agent and 
the other, of Oriyan chiefs at Bhawanipatana 
(September 1947). In a national context 
which was charged with cominunalism these 
chiels decided to raise an army of Muslims, 
Pathans and Ciorkhas, with the obvious aim 
of spliiiing Ihe Ptajamandal movement '*’' 

As the chiefs planned to ensure a transfer 
of power from the resident of the Eastern 
States and the political agent to themselves, 
the Prajamandals got prepared to face the 
challenge. In August 1947 a conference of 
various Prajamandal activists was organised 
at C uttack in which the communists were ac¬ 
tively involved This called for a merger with 
Orissa and asked the people to resist the 
undemocratic rulers 

In this context Ihe uncertainties and am¬ 
biguities of the Congress also created con¬ 
fusion. Its initial response to the popular 
aspirations for the merger of the princely 
states was to drag its feet. Mahtab, the PCC 
chief spokesman, although known as a 
champion of t he merger movement, initially 
talked about a mere administrative merger. 
This was turned down by the Congress high 
command, and was followed by a policy of 
ambivalence.'*' 

After independence, the popular upsurge 
in the princely stales assumed extremely 
militant forms Realising the intensity of 
popular pressures the position of the PCC 
began to shift. *■*- And it is precisely at this 
juncture that we should turn to the spell of 
mass movements in the princely states which 
led to the integration of these bastions of 
feudal control with Orissa. 

The most visible enclave of this was 
Nilgiri. With the restoration of the raja, the 
durbar began to take steps to counter the 
Prajamandal. In its attempt to divide the 
state people the durbar turned to a section 
of the irtbals, who were trained to opposc 
ihc Prajamandal. A conscious effoit was 
made to create an Oriya-tribal dichotomy 
harping on the theme that the Oriyas would 
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grab the lands of the tribals and the only 
way of preventing this was to unite with the 
durbar. Given the fact that most of the 
tribals were agricultural labourers, the 
durbar, could manage to project itself as 
their ‘saviour*. The raja linked his activity 
primarily to the Bathudi tribals whom the 
communists had not been able to win over 
politically. 

In this context the communists of 
Balasore met at Madapadia (Nilgiri) on 
April 6, 1946, where it was decided to 
counter the new offensive of the raja. The 
communists took the initiative to organise 
numerous meetings of the Prajamandal all 
over the state. They tried to emphasise how 
the durbar exploited the tribals as well as the 
non-tribals. We get references to hectic 
activity of the communists from certain 
areas of the state like Gohira, Kalakada, 
Garida, Kunchibania, Shyamsundarpur, 
Bhalukasuni, Nijgarh, Narsmgpur, Bari, 
Dambarupal, Tinidcsha and Baincha. 
Besides political propaganda the com¬ 
munists also began training their cadre lo 
face the raja. Funds were collected and a 
bund was built by about eight hundred peo¬ 
ple, who got together at the call of the 
communists, planted red flags and worked 
to complete the bund Although these ac¬ 
tivities helped in uniting the state people and 
made the durbar uneasy, the communists 
failed to wean away the Bathudi tribals from 
the influence of the durbar.'^’ 

Around this time the communist party 
decided fo mobilise the state people to assert 
their fishing rights. According to the prevail¬ 
ing system waterways of the state were auc¬ 
tioned and everybody had to pan with a por¬ 
tion of their catch to the auctioneer. 
Although this issue had surfaced during 
1938, at this juncture a massive movement 
developed, with thousands of people fishing 
all over the state. The durbar's desperate at¬ 
tempt to smother the movement by anestiiig 
some of the leaders failed to achieve any 
success. '** 

The conference of the Balasore district 
Communist Party was held at Agasti Nagar 
(Nilgiri) where the prospect of a sharecrop¬ 
pers’ movement was discussed. The most im¬ 
portant outcome of this conference was the 
expansion of the base of the communists. 
Thousands of communist sympathisers were 
recruited as members of the communist 
party and plans were made to increase the 
membership of the Kisan front. 

However, the elections for the Piaja Sabha 
created differences between the Congress 
and the communists. Things were com¬ 
plicated when the Praja Sabha had its first 
meeting (August 3, 1947) since some tribals 
joined in demanding representation and rais¬ 
ing anti-Oriya slogans. It was in this situa¬ 
tion that on August 15, 1947, the Praja¬ 
mandal organised a huge meeting which was 
attended by about 20,000 people to celebrate 
independence.'^ 

After independence, things took a serious 
turn when the raja-backed loyalists began 
attacking non-tribals, derailing the plans to 


launch a sharecroppers' movement, in some 
cases the raja-backed tribals cut grain from 
the fields of non-tribals. The communists 
made serious appeals for a united struggle 
to meet this new problem but failed to get 
any positive response from the Congress 
The situation became extremely critical as 
the attacks mounted.Initially, the com¬ 
munists were in a dilemma .since they had 
a strong base among the tribals. However, 
as the attacks continued they decided to 
retaliate, and drifted from their original plan 
of taking over the palace and surrendering 
it to the Orissa government. In fact this 
decision to retaliate was also influenced by 
Mahtab. 'Iragically several tribal villages 
were burnt down by the communists. 

The PCC which had been observing 
cvcrything.sitting on the fence at last decided 
to intervene.Kailash Chandra Mohaniy 
and Malati Choudhury met the Nilgin com¬ 
munists. Arms were distributed to a general 
gathering ot people, including the com¬ 
munists. At a time when the populai upsurge 
had Ihorcnighly undermined its authority 
and credibiiiiy, the Orissa government sent 
in troops (November 1947) to merge the state 
with Orissa 1 his was the first princely slate 
to be merged with the Indian Union and the 
PCC harped on il lo tell the rajas what 
awaited them in the future 

After merger the defence ol foiest rights 
continued lo occupy an impoiiant theme 
with the Prajamandal and the Kisan Sangha. 
In 1949, the Congress government sought lo 
impose restrictions on the use of forests 
Large-scale mass violations followed forcing 
the governmcnl lo abandon its policy.''' 

The merger ol Nilgiri paved the way lor 
the merger movement When Patei and 
Menon discussed the issue with the rajas of 
Orissa (December 1947),''- they were 
speaking from a position ol strength—the 
basis for which had been created by the 
popular communisl-led upsurge at Nilgin, 
as well as the momentum gained by the 
merger movement in many other states. 
Faced with the popular movements the rajas 
fell quite insecure. In such a context Patel's 
intervention made it clear to them that those 
chiefs who did not agree to merge would be 
responsible for maintaining law and order 
in their state as the Congress government 
would not help them in any way.'" On the 
one hand the Congress was not in favour of 
an offensive against the princely stales: on 
the other it hoped to draw its strength from 
the strength of the popular upsurge sweep¬ 
ing the stales 

As for Dhenkanal we find that after 
independence the merger movement 
gathered considerable momentum. The 
restored raja (August 1946) decided to resort 
to caste politics in order to salvage himself. 
Our evidence suggests how he rallied 
Brahmins who were promised that their land 
grants (Brahmottarj would be made perma¬ 
nent and simultaneously, he promised land.s 
to the landless outcastes. Besides outcasies 
were mobilised to cut away standing crops 
from the fields of Prajamandal activists. 


Several dismissed officials were re-instated 
and a Praja Sammilani was established to 
campaign against amalgamation with 
Orissa. In order to terrorise the state peo¬ 
ple the state recruited 40 Gurkhas and pro¬ 
cured arms and ammunition.''^ A rumour 
was circulated that if the state got merged 
with Orissa then the price of nee would go 
up—the basis lor which was there if one 
bears m mind that around the end of 1947 
the price of rice did rise in the Orissa 
province '" 

In this cnnicM the Prajamandal took a 
bold position for merger with Orissa.'*^ 
The communists established secret contacts 
with the L-asieni .States police who agreed 
lo withhold fire if and when the palace was 
taken over."’ I he climax ol the popular 
upsurge saw 20,000 people marching to 
Dhenkanal town led by the Prajamandal and 
demanding resptinsible government.''* This 
scared the laja as well as ihe PCC. The lat¬ 
ter keen on toning down the popular upsurge 
and at the same time keen on utilising it for 
amalgamating the slate earned out negoiia- 
iions with the chiel I he stale 'bandh' call 
of the communists was opposed by PCC 
leaders like Sarangadhar Das, who in fact, 
pressurised the administration to enforce 
Section 144 to counter the bandh."'" 

In the events that followed the raja fled 
to Delhi The Prajamandal occupied the 
palace and the administrative buildings. 
With this the ground was prepared for the 
merger ol the state with Orissa. However, 
even m early 1948 the otficials of the raja 
resorted lo arrests of Prajamandal 
activists 

As for Talchcr, Prajamandal activists like 
Pabitra Mohan Pradhan had refused to 
surrendei, although from about 1945 they 
had been advised to do so, among others, 
by (iandhi In July 1947 all Ihe warrants 
were cancelled. After independence a 
massive demonstration was organised by the 
Prajamandal in which 20,OCX) people joined 
to demand amalgamation with Orissa.'^' 
Consequently, when the raja of Talcher met 
I’atel in December 1947, he was under con¬ 
siderable pressure 

At Ranpur, the arrests and repression 
following the death of Bazellgatc had left 
the people m a demoralised state. This phase 
saw fresh initiatives by the communists. This 
resulted in the organisation of meetings 
which, m turn, led to a lot of discussions 
and debates among the state people In panic 
the durbar announced a ban on Praja¬ 
mandal meetings which proved ineffective. 

In an attempt to reach the state people the 
Prajamandal staged a play on Bazellgate 
after every meeting in which some leading 
Prajamandal activists acted. Side by side a 
song charged the atmosphere in favour of 
the Prajamandal. It went thus: 

Your Excellency listen lo the cry of the poor. 

We Ihe insignificant and the illileraie 

Are begging of you to listen to us 

We are the illiterate garjatias 

Who from the time of our forefathers 

Have been your slaves. 
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And surviving upon your mercy 
The temples, river ghats and fields 
Are all Yours, Even after we pay the taxes and 
levies 

We toil throughout the year in hunger 
But you have never given us Even rice-water 
to drink... 

We the hungry skeletons call out to you 
For the last time. 

Listen Oh! unconcerned Excellency 
Or else youi chariot’s wheel will ciiiiiible''"’ 

Very soon slogans like ‘Victory to the 
Prajamandal’ and ‘Victory to Mahatma 
Gandhi’ echoed from different parts of the 
state. People began to gather at the Ranpur 
‘garh'. This set the ground for a massive 
gathering at Chandapur (November 1946). 
People joined in giving token food payments 
as membership. Among those pre.sent were 
Radhanath Rath (who presided over the 
meeting; he was atlso the editor of the Samaj, 
the organ of the PCC) leaders of the Orissa 
Prajamandal organisation. Congressmen 
like Banamali Pattnaik and Sarai Pattnaik 
(secretary of the communist party of orissa). 
Madan Mohan Pradhan (Secretary of the 
Orissa state people’s conference) called for 
a fight againt the imperialists and the rajas 
and that only struggle could ensure freedom. 
Radhanath Rath appealed to the rulers “to 
hear the call of their subjects” and express¬ 
ed that “we will not take away all the powers 
of the rulers if they co-operate with us” '''' 
This position reflected how the PCC was 
uncertain about its line vis-a-vix the stales. 

The Ranpur Prajamandal was finally re¬ 
organised with Ramchandra Ram as the 
president. A resolution was drafted which, 
among other things, demanded uncondi¬ 
tional merger with Orissa, abolishing of all 
princely slates and the release of prisoners 
accused of Baeellgale's murder. Besides, 
there were a number of economic demands 
which related to stale people; these ranged 
from slandaidisation/reduction ot land 
revenue, abolishing illegal dues, rights over 
forests and pastures, supply of essential 
commodities, a system of control over 
moneylenders to medical and educational 
benefits. The communists pressed lor 
abolishing ‘jagirs' and giving them over to 
the landless pea.sanis. 

These developments led the durbar to set 
up a parallel Prajamandal. Interestingly this 
was composed of oppressive slate officials 
and unscrupulous businessmen who started 
svearmg 'khadi' caps. This organisation made 
no secret of ns anti-communisi position. 
What is tndeed fascinating is the way the 
communists had been able to consolidate 
their position in the Prajamandal Popular 
perceptions distinguished the real Praja¬ 
mandal which was leferred to as ‘Ram Ram’ 
Prajamandal, after Ramchandra Ram, the 
secretary.''’’ This shows the selectivity ot 
popular cuiisciousncss and how it 
distinguished between 'good' and ’evil' 

In Its attempt to divide the state people 
the durbar set up a so-called representative 
body for which elections were held. The 
'Ram Ram' Prajamandal swept the elections 


losing only one seat, in spite of the fact that 
the durbar spent lavishly, misused the ad¬ 
ministrative machinery and sougiv lo secure 
promises of voters by serving 'mahaprasad' 
to win the elections. The elected represen¬ 
tatives boycotted the raja at the first meeting 
itself. These activities prepared the ground 
for the merger of Ranpur with Orissa.'** 

in 1947 the Prajamandal of Gangpur was 
also re-vitaiised by individuals like Nirod 
Goswami, Natabara Pandey, Sundarmani 
Patel and Natabara Naik. A charter of 
demands was submitted to the raja, which 
paved the way for its merger with Orissa. ''''* 

The state peoples’ struggle climaxed with 
the meger of all the 24 princely states with 
Orissa. What needs to be emphasised is that 
a clear compromise was struck with these 
feudal chiefs. They were given a privy purse 
which was exempted from all taxes, besides 
various other concessions. The basic idea 
was that “the government of India should 
not create as an aftermath of merger any 
social or economic problems for rulers or 
for their dependents”''"' which Shows how 
a compromise was made, along with the 
landlords, with the feudal chiefs. Many ex- 
rajas thronged ihc Congress, some of them 
became its leaders and .sought advice from 
Congress leaders aboul their business pro¬ 
spects.'^' As can be expected the merger 
movement had succeeded in uniting Orissa, 
but some tension did persist ^en in 1949 as 
some of the ex-rajas continued to champion 
divisive politics. 

This pha.se saw a militant Congress in the 
.leypur /ammdari. It appealed to the peo¬ 
ple not to do 'bethr The 'Congressmen' 
criticised both the estate as well as the British 
and advised the people not to pay taxes or 
'fines’ for taking wood from the forests Wc 
also see evidence of appeals against illicit 
distillation of liquor and on occasions ‘Con¬ 
gressmen raided' liquor distillation units 
without inlorming cither the excise or police 
authorities '” This, perhaps, reflects the 
links between l’('C politics and a socio 
reformist tendency which wc have seen even 
during the 1940-42 period 

I his militancy was very often based on the 
argument that since .swnrqj had been already 
achieved the police officials were powerless 
The people had to obey only the Congress 
and should normally get their disputes settl¬ 
ed by village committees. On occasions this 
also implied that the ‘naikos’ should report 
all their cases lo the Congressmen before go¬ 
ing to the police And, in some pans of the 
estate wc get references to ‘fines’, ‘contribu¬ 
tions’ and ‘subscriptions’ collected in the 
name of the Congress.''''' 

Our evidence also points to considerable 
‘tension’ and anxiety at Machkund which 
had been chosen as a site to build a dam 
local leaders like laikman Hontal (Khorsa- 
pada)and Mongal Hontal (Chicanpui) gave 
expression to the fears of the iribals whose 
land was to be taken over for constructing 
the dam. It was quite natural for these 
people to oppose all attempts to evacuate 
them until they were inlormed of the definite 


amount of compensation, the arrangements 
made for their future as well as the future 
benefits which they would secure from the 
scheme. 

CONCI.USION 

In conclusion we can say that the basic 
thrust of our discussion was to note the com¬ 
plexities of transition associated with the 
process of de-colonisation. We examined the 
formation of the new ruling class in this 
phase, along with its visions for the future. 
As discussed, the electoral process (associ¬ 
ated with the 1946 elections) was a watersh¬ 
ed, which offers clues to understanding the 
future. It was marked by the shifting posi¬ 
tion of the Congress on the landlords (visible 
since the posi-1937 elections, but a.ssuming 
a more concrete shape now) and the of¬ 
ficials, coupled with an alliance that was to 
emerge with the ‘rich’ peasants. The PCC 
steered away from its position of ramindari 
abolition. Besides, our discussion also helps 
one to grasp how the ruling class in the mak¬ 
ing, as well as the Congress, responded to 
various issues—developmental projects, 
communalism, separatism and the princes. 
What IS indeed paradoxical is the electoral 
success of the PCC and increase in the in¬ 
fluence of the Congress which co-existed 
with a substaniial decline of its membership 
between 1938 and the 1945-46 phase. It also 
highlighted the popular const ruction/expec- 
tation ot swaraj. 

However, given the unresolved nature of 
the contradictions, this paper focused on the 
peasant movements in this phase The Kisan 
Sangha and the communists staged a come¬ 
back through the sharecroppers’ struggle in 
the coastal tract. As pointed out, this move¬ 
ment pitted the Congress and the Kisan 
Sangha in a bitter struggle, which haidcned 
after independence, with the Congress align¬ 
ing itself with the rural rich and strengthen¬ 
ing the structure of power and control. We 
also saw how tribai/nori-tribal differences 
derailed the plans to launch the share¬ 
croppers’ movement at Nilgiri. Nevertheless, 
the bhagachasi movement led to certain land 
reforms and won some concession for the 
sharecroppers and the rural poor 

This pha.se witnessed a major achievement 
of the Prajamandal movement—Nilgiri be¬ 
ing the first princely state to merge with the 
Indian union I he rcspon.se of the Congress 
to the Prajamandal struggle in this phase 
reficcts how it prevaricated—shifting from 
unceriainiy and a reluctance to alienate the 
princes, to harnessing the powerful anii- 
feudal struggles in order to integrate these 
feudal bastions with Orissa.'’* At the same 
time, the divisive trends (i c. the tribal- 
nontribal conflict at Nilgiri,'^’ caste politics 
at Dhenkanal and the separatist movement 
in western Orissa) indicate how the crumbl¬ 
ing feudal chiefs, the retreating colonial 
power and the new stars in the horizon (i c. 
the Congress) responded to a volatile situa¬ 
tion, and even contributed to it. 


1MJ 


Economic and Political WerWy F^ru^ 



And, rinally. Jeypur reveals a rather in¬ 
teresting [^ure where the Congress had not 
been able to assert its complete hegemony 
and the Kisan Sangha had not been able to 
strike roots. Otir discussion illustrates the 
existence of a strong movement against im¬ 
mediate exploiters and plans for develop¬ 
ments, co-existing with a socio-reformist 
current and the emergence of the Congress 
as an alternative order. 

Notes 

[I am thankful to Sumit Sarkar for his com¬ 
ments and suggestions. This paper concentrates 
primarily on coastal Orissa (i e, Cuttack, Pun 
and Balasore), the Jeypur estate and five out 
of the twenty-four princely states which merg¬ 
ed with Orissa (i e, Nilgiri, Dhenkanal, Talcher, 
Ranpur and Gangpur)|. 

1 interview; Damodar Samaniarai (Jeypur, 
June 1981). 

2 Linlithgow collection (NMMl microfilm), 
from Lewis to Linlithgow January 30, 1943 
and March 27, 1943. It needs to be added 
that 2S political prisoners died in the district 
and the sub-Jails of Koraput between 
January 13, 1943 and November 19, 1943 
due to congestion and bad sanitation and 
27 political prisoners died m the Koraput 
jail between 1943 and 1945 due to an 
epidemic of amoebic dysentery, cited by 
Mahtab in the legislative assembly, see 
Orissa Legislative Assembly Piweedings, 
Vol II, 1946. (Cuttack. 1946-47) p 693; and 
Vol m (Cuttack, 1947) p 156 

3 HP I8/I/I943 

4 The poet’s name was Haniid, and this 
booklet appeared around July 1943 in 
Cuttack; I have obtained this evidence from 
my mother who had read the poet at that 
time. 

5 Linlithgow collection, op cit. trom Lewis lo 
Linlithgow, August 7, 1943, HP 18/7/1943 

6 HP 18/4/1944; the forecast was for the 1943 
crops which were to be harvested in early 
1944. This led peasants lo withhold 
supplies 

7 Kalindi Charan Pannigrahi Granthabah, 
Part I (Oriya; Cuttack, 1971) p 421-23.1 am 
thankful to Pragati Mahapaira for helping 
me m translating this poem. 

8 HP 18/8/1943; HP 18/5/1944; most ol 
these demonstrations (1943) were inside 
jails; Acc No 30, Who’s Compilation Com¬ 
mittee Orissa .State Archives (hereafter 
WWCC) contains a number of references 
to secret pamphlets which called for mili¬ 
tant methods to fight the British, and 
looting the granaries of zamindars who 
hoarded paddy; help to the Quit India 
movement victims centred primarily around 
the demand to release political prisoners 
and raising funds lo help the affected 
people. The HP 18/2/1943. 18/5/1943, 
18/6/1943 also throw light on the ’secret 
propaganda’ carried out through leaflets 
What needs to be emphasised is that some 
of these contained frontal attacks on the 
communists who were described as the ‘paid 
servants like the ministry’ and which e\- 
horted Congressmen to arrange demonstra¬ 
tions against the communists and to sec that 


a 'peasant’s governmenl’ was never 
established in India; WWCC f^c No 30. 

9 The raja of Khallikole bitterly criticised (he 
coalition ministry as the legislative assembly 
had lost its representative character with the 
absence of 31 Congress members. He 
expressed the opinion that it was indeed a 
rare thing to sec how “a minority is suddenly 
converted into a majority by the simple pro¬ 
cess of putiing Us opponents into jail’. See 
Onssa legislative Assembly Proceedings, 
Vol VII, November 2, 1942 p 77, cited by 
K M Paira, Orissa Stale legislative and 
Freedom Struggle 1912-47. (New Delhi, 
1970), p 2(X) In this context the leader of 
the Congress legislature party in Orissa. 
Biswanaih Das, sent a ‘no-confidence’ 
motion against the coalition ministry from 
the Berhampur jail, Indian A nnuol Register 
1943. March 27. 1943. 

10 This was based on a statement ol the 
governmenl in April 1942 that Orissa was 
a surplus province and it exported 48 lakh 
maunds ol rice annually; mentioned bv 
Patra, op cn. p 208, 

11 i.inliihgow collection op cil, lewis lo 
Linlithgow, March 21, 1943, lewis to 
I.inliihgow. September 22, 1943 give details 
lor Korapiil export ol riei Iroiri Koiapiii 
between December 1, 1942 and Augu.sl 19, 
1943 IS 279,536 maunds, 279,519 maunds, 
46,690 maunds lo Madras, t'cslon and 
Bengal, respectively. 

Ill an aniclc. Kalahandi I lom Kivc Itowl'io 
Starvation'. Statesman, May 13 and 14, 
1987, P K Deo, the former Maharaja of 
Kalahandi suggested that Kalahandi 
exported 50.(X)0 tons of paddy to Bengal 
during the 1943 tamme. What he, of course, 
docs not mention is that huge profits were 
made by the durbar Another feature that 
needs lo be clai ified is that rice was not the 
staple food III parts of western Orissa like 
these two areas, and instead of exporting 
all of It out of Orissa it could have been 
utilised to neutralise the effects of the 
famine in the coastal tract. 

12 Indian Annual Register, May 17, l'*43 

13 Newspapers like Samoj (the organ ol the 
Orissa Congress party), Mukujuddhva and 
People's War (organs of the Orissa Com¬ 
munist Parly and the Communist Parly of 
India respectively) consistently focused at¬ 
tention to the faulty policies of the govern¬ 
menl in this phase. While discussing the 
Budget, Sarala Devi, a Congress member, 
raised the issue of exporting rice when there 
was deficiency in the Province; Indian 
Annual Register 1943, p 248. 

14 Muknjuddhya. 10/4/1943. 

15 HP 18/9/1943, which quotes Somoy. Accor¬ 
ding to an official estimate there were 50 
starvation deaths in Balasore between May 
and August end, and there were 5.000 beg¬ 
gars m the district, Linlithgow collection op 
cit, Lewis to Linlithgow, October 6, 1943. 

16 Balasore experienced a severe cyclone on 
April 10, 1943 as well 

17 Muknjuddhya, 10/4/1943 and 17/4/1943. 

18 HP 33/17/1943; see especially the repoit 
prepared by 6 individuals including Bhaga- 
baii Charan Pannigrahi, who loured the 
famine affected areas in Balasore This 
report was published in the Hindustan 
Times of 2/5/1943 


19 Based on Mahub’s statement in the Oritu 
assembly, see Orissa Legislative Assembly 
Proceedings. 1946, Vol II (Cuttack, 1946-47) 
p7. 

20 The Samaj, the Muknjuddhya and the 
People's War of 1943 highlighted this 
phenomenon. 

21 HP 18/5/1943. 

22 HP 18/4/1943. 

23 Mukujuddhva, 3/1943. 

24 HP I8/I/I9'43. 

25 HP 33/17/1943, see the report on the 
Famine, op cil. I am thankful to my friend 
Kishore Chandra Das for helping me to 
grasp the agrarian strucluie of this area. His 
observation matched the basic points men¬ 
tioned in the report. 

26 HP 18/11/1943 refers to the arrest of 16 
Muslims by the magistrate from a village 
in Bhadrak as they violated an order pro¬ 
hibiting cow slaughter during the Bakr Id. 
Interestingly there is a reference to how cow 
sacrifice ’had not been the custom...in this 
village' HP 18/12/1943 informs us that the 
magistrate was asked to explain his conduct 
us no cow slaughter had actually taken 
place 

27 Mansergh ct al (eds). Transfer of Power 
1942-47, Vol IV. J he Bengal Famine and the 
New Viceroyalty, June IS, 1943 lo August 
31. 1944 (London 1973), Document no 968 
Viscount Wavell to Amery 16 May 1944, 
C M Wright-Neville, Report on the 
Administration oj the Mice in the Stale of 
Orissa for the Year 1949 (Cuttack, 1954) 
introduction chart no 4 shows that 1943 
recorded the highest number of dacoities 
(153) in Orissa between 1939 and 1949. 

28 Mansergh et al (eds) op cil. Document no 
267, Wavell to Amery, December 16, 1943; 
the fortnightly reports in this phase always 
spoke of ‘normalcy’ 

29 Sec Paira. op cit, p 220, the premier resigned 
on June 20, 1944. 

30 Based on National Front 12/2/1939 and 
Muknjuddhya 24/4/1943. The Muktijud- 
dhya 8/5/1943 pointed to the treachery of 
ihe ‘so-called’ Kisan leaders which led to 
the decline of the powerful 1936-38 peasant 
movement, and how this had led to the loss 
of certain privileges gamed by the peasant 
movement 

31 Muknjuddhya 27/3/1943, 8/5/1943, 
5/6/1943, 19/6/1943; and People's War 
28/2/1943. 7/3/1943. 16/5/1943, 3/7/1943. 
Thus 'popular patriotism' was made into 
a serious theme with attempts to focus on 
Ciopabandhu Das, 'Muknjuddhya, 
26/6/1943 

32 HP 18/4/1943 refers lo 'mass hunger' 
marches tb the headquarters lo demand 
relief (i c, the opening of gram shops), slop 
export of rice and recognition of food com¬ 
mittees The marches stopped on the 
assurance that relief would be given, ana 
the colonial administration made enquiries 
to find out who organised these marches. 

33 People's War 25/4/1943. 

34 People's War 18/7/1943, there were people 
among the marchers who had not eaten for 
three days Around this time the price of 
ricc had increased from Rs 19.8 annas lo 
Rs 23 8 annas per bag, and Ihe stocks had 
disappeared. It may be added here that the 
price of officially ’controlled’ rice was Rs 9 
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a bag; mentioned in People’s IPar 
25/4/1943. 

35 HP 18/4/1943. 18/6/1943, 18/6/1944, (he 
Kisan Sangha prevented the procurement of 
foodgrains as it grasped (he links between 
the merchants and hoarders and the 
colonial administration 

36 HP I8''l/I943; the reference is to 
Bhubaneshwar where land had been taken 
over from the peasants to construct an 
aerodrome. 

37 WWee Acc no 30; 24/5/1943, WWCC Acc 
no 35. 14/2/1944, 7/4/1944 

38 HP 18/1/1943, 18/4/1944, Muklijuddhya, 
25/9/1943, the Kisan Sangha opposed the 
‘war savings’ drive; in 1943 (here wtere 2,500 
Mitkiisenas; the Balasanghas were aimed at 
recruiting the children of the peasants. 

39 HP 18/9/1943; in several of the meetings 
the speakers demanded the release of 
political prisoners, protested against scar¬ 
city and high prices of paddy and demand¬ 
ed the opening of grain ‘golas’. 

40 Interview: Sarat Pattnaik (Cuttack, June 
1983); (he scattered evidence from the 
Mukt(juddhya of 1943-44 also supports this 
formulation. 

41 Muklijuddhya 25/9/1943; besides it there 
were 2,500 mukusenas, 1,000 mukneharas 
and 500 women members in the women's 
from. 

42 HP 18/10/1943; the reference is to some 
’Congressmen’ of Cuttack district who join¬ 
ed (he communist party. Our contention is 
that most probably they joined the aciiviiies 
of the Kisan Sangha on the food front 

43 Linlithgow collection, op cil, lewis lo 
Linlithgow, August 24, 1943 referred to (he 
‘concern’ posed to the colonial administra¬ 
tion by the communists. 

44 People’s War, 7/2/1943, 25/4/1943, 
3/10/1943. 

45 M A Rasul, A History of the All India 
Kisan Sabha (Calcutta, 1974) p 109-12 

46 Muklijuddhya 6/5/1944 

47 WWCC Acc no 35. 14/2/1944, 7/4/1944 

48 Ibid. 7/7/1944, 21/7/1944. 

49 HP 18/12/1944. 

50 Muklijuddhya 13/12/1944 

51 Muklijuddhya 8/5/1943 

52 All India Slate People’s Conference 
(hereafter AISPC) file no 129 (Nehru 
Memorial Museum and I ibrary. New 
Delhi); ‘Schedule I. Allegations Against 
Raja of Dhenkanal during his Twenty years 
Rule’ (undated). 

53 Pabitra Mohan Pradhan, Mukti Rathe 
Sainika (Oriya; Cuttack 1979) pp 158-60; 
Sushil Chandra De, Diary of Political 
Events in Orissa 1st April I936-I5th August 
1947 (Cuttack. 1964), p 49. 

54 Nilgiri Praja Andolana Compilation Com¬ 
mittee, Nilgiri Praja Andolanara llhias 
(Oriya; Balasore, 1982) pp 125-26 (liereafter 
NPARI), HP 18/9/1943. We may add here 
(hat a number of communists were arrested 
in July 1943; NPARI, op cil, p 125 

55 HP 18/1/1944, 18/4/1944. We also gel 
references to ‘secret circulars’ and ‘nimours’ 
which failed to evoke any response; HP 
18/8/1943, 18/9/1943. 

56 Confidential File on Laxman Naik at 
Mathili Police Station. 

57 Hitra, op cit, pp 223-24; Indian Annual 
Register. 1945 Vol 1. p 64. HP 18/9/1945. 


58 HP 18/8/1945; FlUia,opek.p225: Mahtab, 
Sadhanara Pathe (Oriya, Cuttack, 1972) 
p 243 refers to the dmoralised stale of 
Congressmen in Orissa. 

59 Ourga Das (ed), Sardar Patel’s Cor¬ 
respondence Vol 2 (Ahmedabad, 1972) 
p 163; MahMb to Patel, 21/11/1945. 

60 See Biswamoy Pali, ‘Peasants, TKbals and 
the National Movement in Orissa (1920-50)’ 
Ph D thesis submitted to (he History 
Department Delhi University 1989, 
chapter 3. 

61 HP 18/10/1945, 18/12/1945. 

62 All India Congress Committee, Private 
Papers, Nehru Memorial Library and 
Museum, New Delhi, file no G-42/1947-48 
(hereafter A ICC papers) from Mathuranan- 
da Mohanty, Cuttack to Bapuji 12/4/1947 
Mohaniy wrote; “Just before the elections 
I came to know that Moii Babu (Motilal 
l^ndii) my Zamindar has turned a Con¬ 
gressman. I approached Naba Babu and 
Mahtabji with my ca.se (eviction by Zamin- 
dar)“ Mohaniy’s grievances were enquired 
by the Cuttack District Congress Commit¬ 
tee and found lo be correct. ‘Mahtabji wrote 
that Moti Babu is favourable and will return 
me my property’. However, failing lo gel 
back his land Mohanty wrote about his ex¬ 
perience in the Muklijuddhya, Nava Bharat 
and the Janata-Samaj did not prim his 
statement In the meanwhile his landlord 
‘spread the rumour in Congress circles that 
I am a Communist' and the Congressmen 
remained silent and refused to help this 
evicted tenant. 

63 Acc no 50 WWCC, January 1946 mention¬ 
ed that the Congress Parliamentary board 
had adopted three basic principles to deiidr 
candidaies; these included (I) loyally to 
Congress principles during the Quit India 
movement; (2) theii capacity to do 
legislative work, (3) their influence in their 
constituencies As can be seen, Ranjii's 
selection violated the question of loyalty to 
the Congress' position during Quit India 
movement 

64 Durga Das (cd) Vol 2, op cil, pp 159-60, 325. 

65 Mahtab, op cit, p 253, mentions how he was 
accompanied by a Khurda businessman to 
Bombay. I’his jierson had made huge pro 
fils during the war-time scarcities and 
wanted a Congress ticket for which he was 
willing to pay the amount. At Bombay, 
Patel accepted (he amount but made it clear 
that (his did not mean that he would be 
given a ticket; in fact, this businessman was 
refused the ticket but was requested to ‘help’ 
the Congress along with his friends during 
the 1946elections This is an indication that 
businessmen were perhaps even more eager 
to climb on the Congress bandwagon than 
vice-versa. 

66 HP 18/10/1945, cited this news item in the 
Niakhuniia. 

67 HP 18/9/1945 

68 HP 18/10/1945 

69 HP 18/11/1945; the observation was also 
made in this report that ‘they (i e, 
chaukidan presidents) like many /amindars 
appear to believe in backing the winning 
horse’. 

70 HP 18/8/1945. 

71 HP 18/11/1945 

72 HP reports of the period November 1945 


to April 1946, etpeciaUy. 18/4^946. 

73 HP 18/11/1945. 

74 HP reports of the period November 1945 
to April 1946, especially, I8/8/I94S, 
18/9/1945. 

75 HP 18/8/1945. 

76 HP 18/10/1945, 18/11/1945, 18/3/1946, 
18/4/1946. 

77 This prompted the superintendent of police, 
Koraput to pass an order banning ‘unlicens¬ 
ed’ meetings; HP 18/12/1945. 

78 Mahtab, op cit, p 267 feels that 
Radhakrishna Biswasroi was selected to be 
a minister because of the militancy exhibited 
by (he people of Koraput and also because 
this was a very backward area. 

79 AlCC file no 3/1942-46; besides there were 
4 non-elected members; whereas the Con¬ 
gress polled 66,281 votes, the Muslim 
Ijcague polled 4,336, the Independent polled 
554 and the Communist candidate polled 
2,234 votes. The victory of the Communist 
candidate was from the labour constituen¬ 
cy and it was considerably creditable since 
he defeated the Congress rival from the 
constituency. 

80 AlCC file no 3/1942-46. 

81 AlCC file no EDI (KW-3)/1946-47, ‘Orissa 
and the Congress Ministry 1946-47’. 

82 HP I8/.3/1947 

83 Mansergh ci al (eds), op til, Vol 7, docu 
nicnl no 17. reports one meeting between 
Wavell, Cabinet delegation and prosiiKi.il 
governors, 28/3/1946. 

84 Ibid, document no 62, Report of meeting 
between Wavell, ( abinet delegation and 
Mahtab etc, 6'4/1946 The question ol 
centre state relations was also expressed by 
Sarangadhar Das in the Orissa legislature 
assembly As he pul it. ‘Being a poor 
province we did not ever have money. Now 
foi 2-5 years we have the opportunity to gel 
money from the Indian government and 
if we do not take advantage ot this now, 
when will we'.’ (ir from Oriya); Orissa 
Ijegislaliire Asscnihh Proieedings, Vol 3 
(C ullack. 1947 1948) p 360, Mahtab, 
Sadhanara Pathe, op cii, p 296 also hints 
at centre stale relations when hr mentions 
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1946 

85 MC C file no 11)1 (KW 3) 1946 47, op cit, 
the Comniillec was expected to, among 
other things, make land revenue uniform, 
remove intermediaries, prevent fragmenta¬ 
tion ol holdings, make pros isions for com- 
iiioii land and improve agricultural produc¬ 
tion, the amendnieiil of laws were planned 
lo grant secuiily of tenures, to simplify sale 
laws and introduce a rent ceiling; an 
agricultural income tax was planned; some 
steps were also contemplated to make it 
easier tor government to acquire land for 
private companies ‘in the interests of 
planned economic development’. 

86 Mahtab, Sadhanara Pnhe op cil, pp 309-10; 
H K Mahtab, Private Papers (NMML) file 
3,7;IO Irom what I gather, many people arc 
yet to gel compensation for their lands 
taken oscr during the construction of the 
Hirakud dam, from my childhood I have 
heard this point about water loosing 
IIS properties if electricity is tapped 
from It 

87 Mahtab, Private lepers, file no II, Mahtab 
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through the eyes of Bimalkrishna Babu, 
a freedom fighter. He saw how people in¬ 
volved in cement and permits scandals 
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90 See Madhusudan Mohapatra’s position in 
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im, Vol II (Cuttack, 1946-47), p 361, while 
he debated the ‘Orissa Military Police Bill, 

1946. 
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Mahtab, Private Papers, file no II. 

92 Mahtab, Sadhanara Pathe, op cit, p 271. 
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p 339. 367 

94 HP 18/6/1946, 18/7/1946, 18/11/1946. 
18/12/1946, 

95 Mahtab, Sadhanara Pathe, op cii, p 301, 
mentions how he got funds to set up the 
Prajaianira newspaper around November 
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discussing how the landlords felt safe with 
the Congress in power and responded by 
patronising it. 

96 HP 18/6/1947 mentions a zaniindar of 
Pun who organised 30 scouts trained to 
wield lathis to counter peasants 

97 Board of Revenue, Cuttack file subject, 
‘Land Revenue Administration Report 
1945 to 1948-49’, the report for 1947-48 
mentioned how ‘agriculturists' who had 
surplus for sale, profited by the prevailing 
high prices of foodgrains. 

98 Mahiab Private Papers file no 7, Mahiab 
to Gandhi. 31/12/1947. 

99 AlCC file no EDI (KW-3) 1946-47 1 his 
drive to strengthen the links with the ‘rich’ 
peasants also implied certain land reforms, 
and, in fact, the PCC’s posl-1947 moves 
to abolish the zamindari system should be 
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100 Surendranalh Dwivedy, Quest for 
Socialism: Fifty Years of Struggle in India 
(New Delhi, 1984), pp 139-40 

101 For example; HP 18/11/1944 mentioned 
how the Muktijuddhya advised the Con¬ 
gress to dissociate itself from the Hindu 
Mahasabha. 

102 HP 18/11/1946. 18/12/1946. we gel 
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leaflets and an increase in communal 
tension from November, 1946. 

103 Mahtab Private Papers file no II, wrote to 
Nehru thus: ‘If I may say so, some of our 
Congressmen are more communal than the 
communalisis themselves'. 3 111947 

104 HP 18/7/1945. 

105 Mansergh et al (eds), op cii, Vol 7, Docu¬ 
ment 235; C TVivedi, Governor, Orissa to 
Whvell;"9/5/l946. 

106 HP 33/17/1943; discussion with K C Das. 
op cit. 


107 HP 3/8/47 refers to the intervention of 
Muslim and Hindu communalists of 
Bhadrak. 

108 HP 18/4/1947; I8/5/I947. 

109 See Biswamoy F^ii, ‘Peasants, Tribals and 
the National Movement in Orissa 
(1920-50)’ PhD thesis submitted to the 
History Department, Delhi University, 
1989, chapter 1. Although rooted in the 
nineteenth century it was championed 
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1920-47 period. Thus, Gandhi had never 
entered the temple of Jagannatha and the 
two Congress ministriesof Orissa had at¬ 
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question; see for example Patra op cit, 
pp 140-41, 255-58, for details. In fact the 
1946 Congress ministry had formulated a 
bill to facilitate the entry of Harijans. 

110 AlCC file no p 18 (1946-49) mentions how 
Malati Choudhari led Harijans of Angul 
to enter a temple on October 12, 1947 
which reflect perhaps a climax of the 
temple-entry movement. 

111 HP 18/4/1947; weean add that the Khan- 
dayat conference in April 1947 was held 
at Bhubaneshwar, and was presided by 
Jaduinani Mangaraj, an ex-Congress MLA 
who had subsequently joined the Coalition 
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112 See. for example. HP 18/2/1947, 
18/4/1947, From HP 18/7/1947 we get 
evidence of how the issue of mal-treaiment 
of Oriyas at Calcutta was raised to ra¬ 
tionalise misbehaviour with some Bengali 
women at Pun Mahtab, the premier, ad¬ 
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restrain themselves through an appeal. 

113 HP 18/5/1947 

114 C M Wright-Ncville, op cii. introducing 
chan no I 

115 HP 18/7/1947 

116 ‘Land Revenue Administration' Report 
1945 to 1948-49’, op cil, mentioned the 
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landlords in all the parts of Orissa. 

117 lam thankful to Pariha Saiathi Gupta for 
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118 ‘Mahtab Private Papers’, file no 3, from C 
M Trivcdi to Mahtab. 16/7/1946, 

119 Mahtab Private Papers, file no 7. from 
Mahtab to Gandhi, 31/12/1947. We can 
add here the mixed feelings ot the Com¬ 
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this led them to speak of the ‘farcical’ 
nature of the freedom. They failed to grasp 
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Peoples’ Age, 31/8/1947. 
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Orissa. He expected them to be from the 
ruling families, ‘the... Orissa Zamindars 
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Beginning of the End (Cuttack, 1972), 
p83. 

121 See for example, government of Orissa, 
Report of the Ijmd Reforms Committee 
Orissa 1958 (Cuttack, 1958), to get an idea 
of this dimension; perhaps the most 


t^fient recommendation was the tug- 
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122 Here I am referring to jceitain feudal 
obligations, including forced labour. 
However, the problem of bonded labourers 
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123 HP 18/2/1947, 18/2/1947 tefas to Mukti¬ 
juddhya where an article appeared about 
the government's ‘declaration of war’ on 
the communists. The socialists seem to 
have died out in this phase. 

124 Mahtab Private Papers, File no II; Nehru 
to Mahtab, 8/6/1948; Mahub to Nehru 
1/7/1949. This is rather interesting since 
repression was the all-India policy of the 
Congress vis-a-vis communists in this 
period. 

125 HP I8/I/I947, 18/2/1947; 18/3/1947. 

126 HP 18/3/1947. 

127 WWee Acc no 28; the rally also demand¬ 
ed improvement of the conditions of low 
paid workers. 

128 HP 18/1/1947; we get some evidence to 
suggest an attempt by the Socialists to 
stage a comeback during the ‘bhsigachasi’ 
movement, which was peripheral to this 
movement; HP 18/4/1947. 18/7/1947. 

129 HP 18/3/1947; the meetings also focused 
on the demands of workers and salaried 
employees. 

130 HP 18/3/1947; most probably the 
abolition of the bhag chos implied gran¬ 
ting of land rights to sharecroppers; con¬ 
nected with the demand for the abolition 
of the zamindari system and ownership 
rights for tenants, this seems to be the 
logical corollary. 

131 HP 18/4/1947; Biswanaih Sahu, Land 
Utilisation in Orissa (Cuttack. 1951) p 198. 

132 HP 18/5/1947 

133 HP 18/4/1947; Bishwanath Sahu, op cit, 
p 198 

134 HP 18/6/1947. 

135 Peoples’ Age, 6/6/1948. 

136 Ibid; Muktijuddhya, 6/11/I948. 

137 Ibid, gave some details; Muktijuddhya, 
6/11/1948 referred to how the Congress 
government got kisan leaders of Balasore 
like Nityananda Deb arrested, how certain 
zamindars like Jadunath Mahapatra and 
Radhanath Mahapatra terrorised peasants 
through middle-men and how in Rahanga 
village Mohunts (Upendra Panda and his 
brother) used goondas to threaten 
Abhimanyu Panda, a Kisan leader. 

138 Peoples’ Age 6/6/1948. 

139 WWee Acc no 28; 99 Peoples’ Age, 
6/7/1947 The central points discussed 
included the establishment of a com¬ 
munication system (linking-up the dif¬ 
ferent states telephonically) and raising a 
joint police force. The concept of a 
Mahakosal (i e, Federation of States) was 
discussed 

140 WWee Acc no 28. 

141 AISPC flic no 129; P Sitaramayya wrote 
to Mahtab. 'You contrast the scheme of 
amalgamation by which you describe your 
proposals. But how do you call your 
scheme a scheme of amalgamation when 
you retain the princes with their autocratic 
powers in their own stales and offer them 
in addition the chances of becoming 
ministers with you.. Even now I say that 
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so kwi you tecofiiise the autocratic heads 
of iitdividual slates a scheme of amalga¬ 
mation would be a misnomer" 
(21/7/1947), 

142 See for example, Mahtab Private Papers, 
file no 7. ‘In response to a letter from Sarai 
Paitnaik, secretary of the Communist 
Party of Orissa (18/9/1947) to Mahtab, 
seeking to work unitedly. Mahtab replied 
positively. As he put it "... I think the time 
has come when all political parties should 
frame a common policy towards the states 
problems'* 

143 NPAM, pp 131-35; WWCC Acc no 99. Its 
worth mentioning how this bears some 
resemblance with Gandhian constructive 
work, ibid, pp 1.15-38; WWCC Acc no 100; 
the 'durbar’s' uneasiness prompted it to 
arrest some Prajamandal activists 

144 NPARI, p 138, we do not have any clear 
evidence for Nilgiri but what needs to be 
also mentioned here is that according to 
the available data, around this time, 
fishermen in some of the princely states 
asserted themselves vm-a-vm high caste 
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Quins; 18/5/1941. 

145 NPAM, pp 139-42. 

146 Ibid, pp 145-48; Peoples' Age 31/8/1947. 
at these meetings the national flag was un¬ 
furled. People came in large numbers car¬ 
rying red nags as well as the Congress 
Hags. We can add that on Augu.sl 15 the 
durbar released many prisoners, including 
some criminals, with whom the raja 
negotiated to counter the Prajamandal. 

147 NPARI, pp 152-62. 

148 Interview; Banamali Das (Nilgin, May 
1982). 

149 Mahtab had offered arms to the Com¬ 
munists which they had refused and had, 
instead asked for some money which was 
never received; interview- Sarat Paitnaik 
However, given the existing popular 
upsurge the PCC decided to intervene by 
November 1947. 

150 NPARI, pp 168-74; interview Nanda Pail- 
naik (Cuttack, June 1987); WWCC Acc no 
99; 47; after the merger of Nilgiri the 
Samoj and Prajalanira dropped hints that 
a similar fate awaited the other rajas, 
WWCC Acc no 47. 

151 Interview; Banamali Das 

152 WWCC Acc No 99; two separate con¬ 
ferences were held—one with the rulers of 
'B' and ‘C class stales and one with those 
of ‘A’ class states. 

153 Harekrushna Mahtab, Beginning of the 
l.nil (Cuttack. 1972). |i 111 

154 AISPC File no 129, ‘Allegations Against 
Raja of Dhenkanal during his twenty years 
of Rule (undated); Sarangadhar Das, ‘A 
Review of the Political Situation in the 
Eastern States' (27/11/1947) 

155 Interview: Sarat Pattnaik; I have already 
referred lo the increase in the price of rice 
in Orissa around the end of 1947. 

156 AISPC file no 129, Krutibas Mishra's 
(secretary, Dhenkanal Prajamandal) state 
ment articulated the popular feeling. 
the Dhenkanal Prajamandal requests the 

' government of India not to effect any com 
promise settlement with the Rajas, but lo 
direct them to handover all powers to the 
people” (undated). 
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160 Interview; Sarat Pattnaik. 

161 AISPC Tile No 129; Sarangdhar Das, 
‘Report on Orissa and UP States Merging 
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Vurn/A'tf lOriyd. Cuildck, 1979), p 242-43, 
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arrest cancelled, AISPC file no 164. 

163 Sadasiv Pradhan, op cit, p 147; it seems 
Gandhi advised the raja to merge 

164 Ramachandra Ram, Sangramee (Oriya; 
( iiu,ii.k. 1986), pp l,S8-61, llic Icadini; 
Communist activists like Ram moved 
around the state, cycling 10 to 15 villages 
a day to mobilise the people. 

Ib-S Ibid, pp 163-64; Mahtab Private Pajiers, 
file no 13; Ramprasad Singh and Srivasta 
Naik, Secretary States Students Con¬ 
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the rajas 

166 Ram, op cit, pp 164-71 

167 Ibid, p 172 

168 Ibid, pp 175-77, we should add here that 
at the so-called democratic elections the 
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and women to cast their vote 

169 Sadasiv Pradhan, op cit, p 153 

170 V P Menon. The Story of the Integration 


of the Indian Slates (Madras, (961), p IS4. 

171 Mahiab's correspondence 141/44 with the 
raja of Dhenkanal; the ritja vvanted his 
advice for joining .Bengal Breweries 
(20/8/1950) and Mahtab’s privau secretary 
replied to the raja (22/8/1950) expressing 
Mahtab’s inability to advice him. 

172 CM Wright-Neville, op cit, names the rajas 
of l^tana, Kalahandi, Sonepur and Bamra 
p 10; we may add here that Rajendra 
Narayan Singh Deo, the raja of fttana, 
became Chief Minister of Orissa later on. 

173 HP 18/6/1946, 18/7/1946, 18/11/1946. 

174 HP 18/11/1946, I8/I/I947; Mahtab Private 
Papers, file no 3, from C M Trivedi, gover¬ 
nor to Mahtab, 16/7/1946. 

175 Mahtab Private Papers, file no 10, extract 
from Fortnightly Report of the Koraput 
district (March, 1947). 

176 James Manor, ‘The Demise of the Princely 
Order: A Reassessment’ in Robin Jeffrey 
(ed) /Vop/e, Priruxs and hiramount ftneer 
(New Delhi, 1978), p 319 argues similarly. 

177 Jeffrey, ibid, intro, p 24 mentions how the 
Rajput rulers in the Balasore states (?) 
sought to lead their tribal population to' 
ward off the 'town dominated Hindu (but 
non-Rajput) Congress’ movements. In case 
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from various casies/classes. And, llnally, 
the Nilgin Prajamandal was dominated by 
the communists in this phase 
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Causes and Consequences of the East 
European Revolutions of 1989 

Knmnath Nurayunsusiiin 

The grand transformation in central Europe clearly proves the democratic impulse to be more enduring than 
the socialist impulse. The latter appears to be in a process of dramatic breakdown while the former continues 
to be on the ascendant, asserting its relevance and reinforcing its determination to exist in a unipolar world by 
unambiguously conveying the message that it has not outlived its purpose. 

This paper examines three separate yet interrelated issues—the factors that impelled the grand transformation 
in eastern Europe, the nature of the problems involved in effecting the transition to a democratic regime based 
in the market and the theoretical issues they raise in the analysis of comparative economic systems. 


IT is customary in the social sciences to 
distinguish between the appearance of a 
phenomenon and its essence. The object ot 
scientific inquiry is commonly perceived in 
terms of uncovering the essence by delving 
into the tension underlying ihe eompics rela¬ 
tionship between appearance and essence It 
we restrict ourselves to the level ol ap¬ 
pearances alone, the (nnciioning ol a cent 
trally planned economy as viewed by the 
person in ilie siieel can be roughly sum- 
inarised as tollows there is no unemploy¬ 
ment, yet almost nobody works Despite the 
tael that nobody w'orks, ilie plan inv.ni.ibly 
gets fulfilled Despite the tact th.it the plan 
IS always fullilled, the shops aie tiequenllv 
empty. Despite the hut that there is nevei 
anything m the shops, the lelrii’eiali'i in 
most houses is always full. Despite the tad 
that the fridge is tull, evciybodv is .ilways 
iplaining. Despite the tact that everybodv 
complains, the same people always succeed 
III getting elected ' 

It IS peihaps appropiiaie lo begin ihis 
exercise by noting that this disparaging pic 
lure ol daily life undei a centrally planned 
economy is not an exaggeiatioii bom .yni ol 
an ideological opposition to the socialist 
tradition but is in cllect a representation that 
IS actually firmly grounded in reality Accor¬ 
dingly, howsoever dramatic the dismantling 
of Stalinist regimes in eastern turopc in 1989 
may have been to the outside observci, it is 
important to underline the tact that the seeds 
of the collapse of these systems were present 
in these systems from the very outset This 
IS because there is an implacable dilemma 
confronting every centrally planned 
economy which causes the system to choose 
between ideological legitimacy and 
economic performance. It should bccudeni 
to anybody familiar with the contemporary 
jhistory of eastern Europe, that the com¬ 
munist regimes of central Europe invariably 
chose the former at Ihe expense of neglec¬ 
ting the latter. This resulted in poor 
economic performance which every suc¬ 
cessive regime attempted to offset by a series 
of abortive 'economic reforms', none ol 
which were able to register any substantive 
degree of success. Paradoxical though this 
might appear, poor economic performance 
(which can be described as an equilibrium 
condition of the system’s normal function¬ 


ing) was not only rooted to the system itself, 
but It also appears to have become a major 
threat lo the survival of the system 

It IS nonetheless a matter of interest to 
record that lew specialists and observers ot 
Soviet and east l.uropcan aflairs were able 
to foresee the grand Iran.sformalion in cen¬ 
tral l-ur('pe 111 1989. Coming exactly Iwv) 
liundted years after the French revolution ol 
1789, Ihe demoeiatic impulse has clcarlv 
pioved to be more enduring than the siKiahsi 
impulse; the lallci appears to be in a pro¬ 
cess ol dramalie breakdown, while the 
lormer—long considered lo be no moie than 
'bourgeois deecil'- continues to be on the 
ascendant, asserting Us relevance in what 
eonlinues lo be a deeply divided world and 
reinlotciiig its deteiminaiion lo exist in a 
unipolar world bv unambiguously conveying 
the message that it has not outlived us put 
pose altei all The plelhora ol intrinsically 
impressive sommenlaries lhat have apix'iired 
I'l not only the Soviet Union but equally in 
Luropc, United Stales and western Europe, 
are unanimous in iheir assertion that what 
we are witnessing is nothing short ol a vii- 
liial collapse ol the socialist Older fhey also 
suggest - not wiihoui a certain element ol 
loundaiioii—that the only viable alternative 
coiilronting the erstwhile socialist economics 
ol Ihe Soviet (Inion and eastern Europe lies 
in elleciing a iransition lo a free maiket 
economy It is proposed here to examine 
three separate yet interrelated issues in¬ 
cluding (a) the laetors that impelled the 
grand transformation in eastern Europe, 
(b) the nature ol the pioblems involved in 
elfecting the transition to a dcniucratic 
regime based in greater or lesser measure 
on the market mechanism, and (e) the 
theoretical issues they raise in the analysis 
of comparative economic systems 

Rist And Emi Ol Thi Communisi 
UTOIMA 

Western scholarship on the Soviet and cast 
European economies, especially those 
studies that highlighted Ihe systemic 
imperatives behind the working of a 
centrally planned economy that caused it to 
be intrinsically incapable of delivering the 
goods, has been replete with the notion that 
Ihe erstwhile socialist countries have been 


in a state ol crisis The unprecedented demise 
ol Stalinist regimes in eastern Europe in the 
wake ot Gorbachev's a.scension to power in 
the Kremlin in 1985 does indeed confirm in 
a rather spectacular way, the fundamental 
weaknesses of the economy of the Soviet- 
type. Nut surprisingly, the manner in which 
the Soviet Union under Gorbachev began to 
throw the economic and political mechanism 
into virtual disarray and the corresponding 
upsurge of the revolulionary tide in eastern 
l.urope in late 1989, have produced the 
image of the socialist planned economy as 
a crisis-ridden mechanism that is sooner or 
later doomed to result in an unmitigated 
disaster on the one hand and a reassertion 
ol the virtues ot the market mechanism on 
the other I his has understandably given rise 
to the lempiaiion to view the future pro¬ 
spects of the Soviet and east European coun¬ 
tries as being contingent upon a tug-of-war 
between the plan and the market in which 
genuine issues underlying the current debate 
such as what kind of market and what kind 
ot planning are either underestimated or 
plainly and simply, ignored. It is perhaps 
useful to recall what Michael Ellman re¬ 
emphasises in a recent text lhat in the real 
woild, pure market economies or pure cen¬ 
tralised economies simply do not exist. Not 
only arc they invariably impure, but they ate 
also necessarily mixed.- What matters then 
IS the nature of the mix: its durability, its 
desirability and Icasibility, all of which are 
determined by tactors that are not exclusivdy 
economic. 

Accordingly, despite euphoric assertions 
of the triumph of 'capitalism’ over 
'socialism' (the extremely stylised use of 
these terms makes their usage irrelevant), it 
IS necessary to bear in mind that the socialist 
economics were successful in several do¬ 
mains including growth rates, improvements 
in living standards, health care and social 
welfare.' A recent, even if outdated though 
no less valuable, book on the Soviet 
economy argues that if judged in terms of 
the tension between equality and efficien¬ 
cy. the Soviet economic system can be said 
to have been successful m accomplishing Ihe 
equality side of the bargain whereas it was 
the efficiency side of the marriage where 
things did not quite work out.'* While it is 
difficult to endorse such a hypothesis since 
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Diere are gMd grounds to suggest that even 
the equality side of the bargain was not 
without its problems, what cannot be 
disputed is the fact (hat Soviet-type 
economies were certainly more egalitarian 
than their capitalist market counterparts. 
The fact that the crisis of the 80s exhibited 
such symptoms as declining growth, increas¬ 
ing shortages, stagnation in incomes, infla¬ 
tionary pressures and a more difficult 
environment in international trade was not 
by itself terribly remarkable. Neither was it 
unusual. It seems to me essential to em¬ 
phasise that what we arc witnessing is the 
breakdown ol an economic system that is 
collapsing because it was unable to adapt 
itself to the needs of these economies as they 
became increasingly mature The I'aci thai 
(his maturity was brought about by the very 
‘administrative-command model’ that is 
being so widely condemned today, should 
not obscure the early, even if expensive, suc¬ 
cesses registered by the centralised model in 
the early years. 

In other words, the iransformalion ol 
Russia from a relatively backward agii- 
cultural country into a modern industrial 
power was accomplished through high rates 
of investment as a result of which the 
economy grew rapidly in the post-war period 
and despite the fad that a large pari of rising 
output went into investment and maintain¬ 
ing a huge military-industrial complex, this 
did not prevent a significant rise in living 
standards. The problem with such a strategy 
of industrialisation lay in the paradoxical 
nature of iis result: while it helped to usher 
the Soviet Union into the modern age, it also 
helped to create and firmly insiituiionalise 
a topsy-turvy system of incentives. The in¬ 
dividual citizen had no inlercst in produc¬ 
ing efficiently. Self interest look the form 
of manipulating bureaucratic institutions lor 
personal aggrandisement The isolation, 
coercion and terror that Russia suffered for 
close to 30 years under Stalin enabled the 
system to function lor the lime it did. 
Against such a background, it should hardly 
be surprising if the limited liheraltsation 
following Khrushchev’s denunciation of 
Stalin al ihc ,\Xlh Congress of the C'HSU 
in I9.S6 (the firsi major attempt at ad- 
mintstrative decentralisation was initiated by 
Khrushchev a year later) witnessed a gradual 
decline in growth rales and productivity 

It can certainly be argued that the break¬ 
down of the planning system in the socialist 
economies was caused in effect by the 
systemic operation of compulsory planning 
and that life has made it us business lo show 
that a decentralised non-hicrarchical system 
coupled with a macro-economic policy based 
on parametric (indirect) instruments is 
preferable to a system in which micro¬ 
management is based on discretionary 
micro-regulation by a liieiarcliicalls oigams 
ed economic administration On the other 
hand, it can equally be argued that it is not 
to centralised planning that blame must he 
apportioned but rather to the ideological ob¬ 
jectives that were subjectively conicrred 


upon the planning process that gave rise to 
certain undesirable voluntaristic policies 
(such as forced collectivisation and rapid in¬ 
dustrialisation), all of which resulted in 
distorting the working of the planning 
system. For example, would centralised plan¬ 
ning in the USSR have led to a less harsh 
and more humane brand of socialism had 
there been no Bolsheviks directing the pro¬ 
cess? While it IS hard to answer the ques¬ 
tion when so posed, the issue is not 
insignificant. Whai is more relevant to 
our concerns is however the fact (hat— 
ideological considerations notwithstanding— 
the economic system that developed in the 
USSR after the October revolution and in 
eastern Europe in the post-war period was 
inefficient, wasteful, bureaucratic, woefully 
indifferent to consumer needs and centralis¬ 
ed to such an excessive degree that it could 
provide for neither incentives to increase pro¬ 
ductivity nor stimulate technological innova¬ 
tion. It should also be recorded that the 
performance of the socialist economics in 
lerms of production efficiency, social costs, 
way of life, freedom and even equality, was 
not only not good but decidedly poor. 

Why? One po.ssible explanation for the 
failure of the administrative-command 
model which characterised the ersiwhile 
socialisi world of ihe USSR and eastern 
Europe lies in Ihe extensive methods of 
resource utilisation first employed in Ihe 
USSR and laier transplanted in eastern 
Europe in the posl-war period. Being heavily 
contingent upon a quanlitativc increase in 
Ihe factors of production (notably labour 
and capital), such a model ol growth which 
IS based on capital deepening through high 
savings and investment, can be useful to a 
country which is interested in expanding its 
infrastructure which is what it was indeed 
meant to accomplish m the USSR and 
eastern Europe. The first years o) Soviet 
planning for example, was quite literally 
directed towards planning for development 
because its function lay not so much in 
managing an infrasiructurc as much as in 
in actually creating ii.' The abandonmeni 
of the New Economic Policy in Ihe laic 
20s—despite its impressive results—and ihe 
mtxlel of guided market economy that it em¬ 
bodied and the subsequeni incorporation ol 
the economv nndei the implacable orbit ot 
centralised planning (which later came lo be 
catcgoiiscd as a ‘law' ol the notorious 
‘political economy of socialism'), suggests 
that ‘lapid growih ralhei than recovery 
became the pressing economic issue It was 
llicrcloic considered necessary lo establish 
new lacioiies iii heavy indiisiis ilial would 
piovidc the means lor lurtlici giowlh ol the 
economy W'orkeis m large iiumbcis had to 
be drawn Irom the countryside lor ihe pur- 
|vosc fhe riuirc rapid Ihc piiKCss, the grcaiei 
ihe need loi adequate provision ol wage 
goods to siisiam ihc industrial prolciaiial. 
In Ihc historical experience ol Ihc west, 
indusirialisaiion had proceeded in a market 
environment By contrasi, if the aim had 
been to push indusirialisatiun beyond this 
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balance, with substantial investments in 
heavy industry—more steel and more 
machines aimed at more growth—then the 
market could not have been left to function 
on its own. The populace might have wanted 
lo spend income on bread and shoes, but if 
Ihe priority of the state had been to build 
steel mills, the populace and the market 
would have to yield to the state and its 
objectives Administered allocaiions would 
then have been a necessary policy require¬ 
ment, a natural consequence ol the state's 
objectives!'' 

There arc however two problems that need 
to be addressed here and both these pro¬ 
blems arc intimately connected with Ihe 
Soviet and east European experience. The 
first problem lies in the exhaustible nature 
of the sources o( extensive growth, that is 
to say, (here is a limil to capital deepening 
and inubilisalion of manpower Irom ihc 
countryside. An excessive emphasis on 
cxiensive resource utilisation can lead to a 
rapid depletion ol the very sources on which 
extensive growth depends. Essentially, this 
IS whai happened in ihc USSR and eastern 
Europe in ihc KOs though ihc process of 
economic decline in both these regions 
began much earlier. In the USSR, the decline 
began in the laic 50s (see figure), while in 
Ihe case of eastern Europe, the decline began 
to culminate in the KOs (see Tabic I) alter a 
period of mixed perlormancc in ihe seven-^ 
lies.' It may be well worth noting in this 
conneclion that quanlitalive indicators of 
economic si.Tgnaiion—useful though they 
undoubtedly arc—represent only one side ol 
the medal The medal also has a reverse 
side—a qualitative dimension—that is 
equally msinicHvc A visitor lo any ol Ihc 
casi European countries cannot but be 
siiusk, lor example, by the poor quality ol 
goods produced, the chronic shortage ot 
goods and services, overmanning of cntcr- 
piiscs, iicgicci ol public services, the virtual 
absence ol niaiiiiciuiiicc and service 
lacililics, pool working coiidilions, neglect 
ol cnvironincniul coiisidcraiious lor which 
the crslwhilc (iDK had .i p.uticularly appal¬ 
ling record and so on 

flic sevond problem ■ not uncoiinccted lo 
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the nrsll—lies in recognising the dirrerence 
between a strategy of growth and a model 
of growth. The Soviet economic system has 
for example gone through four distinct 
phases until its breakdown in the early 90s. 
These can roughly be divided into War Com¬ 
munism (1918-21), the brief interlude of the 
New Economic Policy (1921-28), the period 
of rapid industrialisation and forced collec¬ 
tivisation (1929-45) and the post-war period 
which saw the articulation of a fullfledged 
Soviet model of economic development 
based on state ownership, centralised plan¬ 
ning and one-party dominance. It may be 
recalled that each phase was characterised 
by growth strategics that are not reducible 
to those that were employed in the other 
phases. Yet, all the phases and the different 
growth strategies they embodied helped m 
articulating what came to be known as the 
Soviet model of economic development in 
the post-war period. The Soviet and east 
European experience suggests that while 
extensive growth-oriented practices can help 
a country with a low industrial base to 
rapidly expand its infrastructure, it is 
virtually impossible to disband the system 
once Its growth objectives have been met 
This is principally so bccau.se the set of 
behaviours, practices and institutions that 
come to be established in the application o( 
extensive growth-oriented policies become so 
firmly entrenched that the economic system 
finds Itself incapable ol making a transition 
from extensive resource utilisation to mten 
sive ucLjjinulaiion. C urrent developments in 
both the Soviet Union and eastern Europe 
arc an eloquent testimony of the extent to 
which both these factors are at work in 


obstructing the tiwisition to a mixed 
economy and insofar as this is true, the pro¬ 
cess of transformation will provide a new 
lease of life to institutional economics which 
despite its increasing importance in the for¬ 
mulation of economic policy continues to 
remain neglected. 

The breakdown of the command system 
in the USSR and its slower disintegration in 
eastern Europe following the east European 
resolutions of 1989 therefore have their 
origins in (a) the depletion of the sources of 
extensive resource utilisation and (b) in the 
increasingly anachronistic nature ol the 
economic mechanism as these economies 
began to mature" The waves of economic 
reforms which swept the Soviet and east 
European landscape first in the 50s, then in 
the Ms and to a lesser extent in the 70s 
(though these latter do not perhaps deserve 
to be characterised as reforms), may be 
viewed as unsuccessful attempts by the 
political leaderships in the erstwhile socialist 
economies to stem the pace of the decline 
without substantially altering the status quo, 
apart Ironi Hungary, Yugoslavia and China, 
where there were concerted efforts to move 
away from the Soviet model, in most ol the 
other countries of central Europe, the 
reforms weic not directed at challenging the 
pillars on which the centialised sysiem 
rested, but were instead directed towards 
making the traditional sysiem perform more 
efficiently by alternately employing tradi¬ 
tional and not so traditional methods and 
solutions'' 

Howevei, even in countries which 
experienced radical rclornls, the outcome 
was lar Irom satisfactory In Hungary, the 
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reforms have resulted in a hybrid where a 
system of direct controls has been replaced 
by a system of indirect controls"' while in 
Yugoslavia and China, they have led to not 
only unanticipated consequences but have 
even contributed to undesirable levels of 
destabilisation." 

The process of economic decline however 
could not be stemmed and was reflected in 
a decline in the growth of output per worker 
in eastern Europe from 5.5 per cent in the 
70s to 2.2 per cent in the 80s. There was also 
a sharp drop in investment productivity. The 
incremental capital-output ratio of eastern 
Europe averaged approximately 12 in the 80s 
which meant that more than twice as much 
investment was required per unit of capacity 
in eastern Europe as in a typically efficient 
middle-income economy In the 80s, the 
economic decline appeared to feed on itself. 

II there was popular discontent, the leader¬ 
ships responded by shifting resources from 
investment to consumption which resulted 
in diminished growth of output, while in 
oihei countries, appeasement measures led 
lo a sharp rise m external debt and serious 
macro-economic instability. What is impor¬ 
tant to note here is the tad that when the 
political revolutions of eastern Europe in 
1989 laid the grounds lor major economic 
reforms, the economic crises had compelled 
most ol these countries to contemplate upon 
ladical measuies lo overcome the crises. 
I sen a cursoiy survey ol cvonomic literature 

III such couniiies as Poland and Hungary 
does inoie than confiini this impression. 

The Cl ISIS ol the 80s which impelled the 
grand iransloimahon m easiein Europe was 
iheielore the result ol a combination of 
several laciois notable among which include 
exiensive loims ol development initiated 
through a rigid mtlexible institutional 
Iramework which lesulted in the absence of 
sysiciiiic mcenlives lo stimulate either pro- 
duciiviiv oi technological innovation, par- 
iKiilai lorms ol crises specilic ol a mode of 
economic regulation through shortage, an 
adverse mieinalKmal environment to which 
the east European countries responded with 
greater imports resulting m macro-economic 
msiahiliiv. lapid erosion ol the legitimacy 
ol the comniunisi parties in central Europe 
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which were founded on the hope and 
assumption that their economies would 
catch up with and surpass the west, the con¬ 
tinued absence of political democracy which 
contributed to exacerbate popular dis¬ 
content, the unanticipated consequences of 
Gorbachev’s campaign for glasnoSt and 
perestroika in the Soviet Union which led to 
an acceleration of the pace of political 
reform (this is perhaps the only instance in 
the post-war history of eastern Europe where 
the Soviet Union did not directly or indifeci- 
ly influence any of the changes in the 
political leaderships of the east European 
countries), and the increasing dissatisfaction 
among reform-minded economists in eastern 
Europe with market-socialist reforms that 
led them to first take a closer look at the 
capital market and then went on to a re¬ 
examination of the system of ownership 
which contributed to the general acceptance 
of the idea of market economy in eastern 
Europe.'^ 

What must however be emphasised here 
is the fact that the eventual dismantling of 
these systems was not only unavoidable but 
also desirable. The fact that these economies 
presented themselves to the outside world as 
socialist systems and by virtue of that fact 
were allegedly superior, progressive and an¬ 
tithetical to capitalist market economies and 
the fact that inis oetief was subscribed to by 
overwhelmingly large sections of the left— 
and not only the left—in India and elsewhere 
does not in any way invalidate the proposi¬ 
tion.'* At the risk of stating the obvious, 
something certainly died in 1989 and it 
seems to me important to emphasise that 
what died in 1989 was the Soviet interpreta¬ 
tion of socialism in which the latter was 
defined in the best tradition of the 'political 
economy of socialism’ as a system based on 
state ownership, centralised planning and 
one party dominance. The fact that this 
interpretation of socialism was and con¬ 
tinues to be equated with the idea of 
socialism as outlined by Marx and Engels 
(which perhaps explains why large sections 
of the Indian left are deservedly embarrassed 
by the recent events in eastern Europe and 
take dubious comfort from the claim that 
for all that happened in eastern Europe, their 
version of ‘socialism’ still survives in China 
and Cuba) is in my view, both right and 
wrong; it is right insofar as the Soviet inter¬ 
pretation of socialism was a valid interpreta¬ 
tion of the ideas of Marx and Engels, but 
it is wrong to equate this interpretation as 
the only legitimate interpretation possible 
(pre-revolutionary Soviet and east European 
claims notwithstanding) since the tensions 
present in their|^ritings lend themselves to 
a variety of interpretations that are not 
reducible to one another. While the welcome 
demise of Soviet-style socialism should not 
be equated with the demise of the idea of 
socialism, the collapse of a dominant inter¬ 
pretation of socialism does indeed pose a 
challenge to the socialist tradition by 
underscoring the need to explore ways and 
means of combining traditional socialist 


goals with political democracy and market 
competition. If the socialist movement has 
to have a future, it will clearly have to 
drastically reorient its goals and perspectives 
in a manner where it can stand apart and 
still remain faithful to its hominocentric con¬ 
cerns. But this is a challenge addressed to 
the socialist, not to the present writer. 

TtJWARDS Free Markets tN Easeern 
EUROPE 

It is no exaggeration to state that the 
massive economic restructuring currently 
under way in eastern Europe represents one 
v^f the greatest economic experiments ol our 
time and if for that reason alone, its results 
will be closely watched and carefully 
monitored by all those interested in embark¬ 
ing on similar historic journies to explore 
.ways and means to achieve higher living 
standards and increasing the range of 
economic choice. But there arc other good 
reasons as well. The collapse of Stalinist dic¬ 
tatorships in central Europe has paved 
the way for such a transformation by 
establishing its political preconditions: the 
removal of a centralised, outdated and 
command-oriented political structure can 
certainly be counted as a positive gain to the 
projected transformation. But as most of the 
east European governments are coming to 
realise, this is a necessary but by no means 
sufficient condition to effect the transition 
to a market economy. 

It must be remembered that the world has 
yet to witness an example of a centrally 
planned economy which has been able to 
successfully effect a transition from a 
socialist economy to a market economy 
While countries as Hungary and China have 
been able to register substantive departures 
from command structures, the departures in 
both these countries have proved to be more 
significant in the agricultural sector and con¬ 
siderably less signiHcant in the industrial sec¬ 
tor where the problems connected with 
breaking away from state ownership and 
centralised planning have proved to be more 
intractable. It is in this specific sense that 
current reform initiatives in eastern Europe 
may be expected to break new ground and 
its outcome will be closely monitored in 
China as well as the Soviet Union where the 
impediments to marketisation are of a kind 
that is comparable. 

What is more relevant to our concerns 
here is the fact that there are a whole series 
of problems that are not only likely to arise 
but that these will have to be confronted here 
and now if the reforms of the 90s are to yield 
the kind of outcome that is expected of 
them. We may also straightaway note that 
the range and breadth of these problems are 
both profound and extraordinary. Apart 
from strengthening democratic institutions 
and practices in the fledgling democracies, 
nearly all the east European countries will 
have to meet three challenges simultaneous¬ 
ly. These include stabilisation of their 
economies, implementation of economic 


restructuring in earnest and initiate grnidne 
institutional change.” The reform 
experiences of the erstwhile socialist world 
also suggest that it is imperative that these 
three tasks are carried out simultaneously 
rather than sequentially because a rapid 
reduction in living standards under the pre¬ 
sent circusmtances is in any case inevitable. 
The current state of the Soviet economy for 
example, is a good illustration of how liv¬ 
ing standards deteriorate in the absence of 
structural reform; the postponement of such 
critical steps as price reforms, currency 
reforms and fiscal reforms contributed to 
make things worse than they already were. 
But the most significant argument against 
gradualism—even if the existence of the re¬ 
quisite political will is taken for granted— 
lies in the fact that a market economy is a 
very difficult system; ’A market economy is 
a very complicated mechanism and it can¬ 
not function well if all its different parts are 
not aligned to each other properly. Replac¬ 
ing the four tyres on a car with tyres of dif¬ 
ferent designs, gradually one at a time, 
would unbalance the vehicle and land it in 
a ditch. 1'he new tyres will have to be 
mounted all at once’''’ 

A preliminary survey of the current state 
ol economic reforms in eastern Europe 
(i c, as of early I990) presents an extremely 
mixed picture (see Table 2) with Hungary, 
Boland, CVcchoslovakia and Yugoslavia 
having undertaken reforms m prices, trade, 
and exchange rates on the one hand and 
Bulgaria and Romania having registered vir¬ 
tually no rclorms at all. While the past year 
has witnessed a number of developments in 
all the countries (Yugoslavia is in the throes 
ol economic crises and civil war. a non- 
communist government was elected in 
Bulgaria in November I991 and one of the 
items on its agenda includes new legislation 
on lorcign investment, privatisation and 
landownership, Czechoslovakla look its first 
step towards the establishment of a capital 
market in July 199I and so on) which have 
not been reflected here, the table is never¬ 
theless illustrative of the current state of 
economic reforms in eastern Europe in at 
least one important respect the more 
industrially advanced countries (Czecho¬ 
slovakia. Hungary and Poland) appear to 
have begun the journey more readily than 
the relatively less industrialised countries 
(Bulgaria and Romania) which suggests that 
there appears to be a connection between 
levels of industrial maturity and susceptibili¬ 
ty to economic reform, a subject that will 
doubtlessly merit close attention in the 
relorms of the 90s. 

The cast European revolutions ol I989 
gave rise to a w idespread illusion that is still 
prevalent in the region that once the ossified 
political structure and the institutional 
arrangements legitimising that structure 
are removed, the process of economic re¬ 
construction would take no more than two 
or three years. It was a similar illusion that 
preceded the process of German reunifica¬ 
tion during which time it was not uncom- 
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mon to find commenutors speaking of the 
completion of a process of reconstruction 
in east Germany lasting no more than eight 
or nine months, let alone years.In the two 
years that have elapsed since the events of 
1989, it is becoming increasingly clear that 
what the east European countries need is not 
merely changes in economic policy or far- 
reaching reforms in the system of economic 
management, but comprehensive systemic- 
change throughout the region. 

This is principally because a market 
economy and the sophisticated mechanisms 
of communication and co-ordination that 
are instrumental to its functioning cannot 
be decreed by fiat. Neither can the market 
be expected to function in an environment 
which is not conducive to its functioning; 
these conditions will therefore have to be 
created. It is in precisely this domain that 
the daunting legacy of state socialism will 
pose the greatest of hurdles in making the 
transition to markets. 1'hese hurdles are not 
only economic, but include social and 
political aspects as well. An understanding 
of some of the vital differences that separate 
the functioning of a market economy from 
a planned economy is essential to appreciate 
the magnitude of the difficulty. 

The centrally planned economy of thc 
Sovict-type—based on state ownership, cen¬ 
tralised control and one-party dominance— 
was founded on certain ideologically 
inspired assumptions that included uninter¬ 
rupted high growth rates and the creation 
of a new type ol socialist man who would 
be devoid of socially undesirable features 
The significance of these assumptions lies 
not so much tit their obvious naivete but in 
the consequences they resulted in winch 
included the imposition of a programme of 
industrialisation based on a one-sided em 
phasis on heavy industry on the one hand 
and a grossly overextended system of income 
distribution and social sccuiiiy on the 
other.'" In contrast to market economics, 
major investment decisions in planned 
economics were taken by bureaucrats and 
central planners. Since the planning 
mechanism in these countries was ediiicd as 
a progressive alternative to the spontaneity 
of the market mechanism, the role played 
by the latter was severely limited. 

A number of east European reformers 
have therefore come to focus their attention 
on exploring ways and means of coping with 
the problems created by the earlier system 
of plan-based management since it is now 
universally acknowledged that the earlier 
system precluded any major macroeconomic 
adjustments to external disturbances As a 
result of which structural deformations 
tended to accumulate over the decades which 
means that an ever-growing share of the 
GNP produced is bound to be spent on ser¬ 
vicing their hard currency debts. Secondly, 
the autarkic policies folloi^ in the past will 
cause the adaptation of the ea.st European 
economies into the international division of 
labour to a long and protracted process. 
Thirdly, the excessive preoccupation with 


building heavy industry (which in Stalinist 
economic doctrine was seen as the engine of 
growth), has resulted in what a Hungarian 
economist describes as a two-dimensional 
lack of capital. This refers on the one hand 
to those sums that in a normal market 
economy would constitute a part of the 
depreciation rate of infrastructural activities 
(human capital, housing fund, services) 
which in the east European countries were 
regrouped and spent on fulfilling the 
priorities ot industrialisation and to the 
other pan of capital (good education, finan¬ 
cing pensions, unemployment beneliis, 
retraining and resettlement arising from the 
loss of jobs and outlays to preserve the 
environmental balance), which was never 
accumulated ''' Fourthly, almost all the cast 
European economics will have to cope with 
the destruciion of human capital that 
resulted from the adoption of the Soviet 
model; teachers in primary and secondary 
education were compulsorily moulded along 
political and ideological lines (this did not 
exclude harassment and penalties which were 
widespread against those who did not con¬ 
form), as a result of which the education 
system tn eastern Europe is virtually unfit 
to cope with the task of training and retrain¬ 
ing cither untrained or semi-skilled sections 
ol the labour force who are likely to lose 
their jobs during the transition. Fifthly, the 
level of the physical infrastructure in all the 
east European economies arc so worn out 
that It threatens even the normal processes 
of reproduction. Finally, the striking 
backwardness of the tertiary sector and the 
costs ol moderntsing the latter. 

Apart from economic difficulties that arc 
in most part inherited from the command- 
administrative model that characterised 
most of the east European economics (except 
Yugoslavia), there exists a whole range of 
social and political dilliculties which will 
have to be overcouK- Under state socialism, 
the cniiic gamut of economic activity from 
planning and co-ordination to execution was 
carried out by the all pervasive organs ol the 
state apparatus IX-spiie the political revolu¬ 
tions of 1989, the role of central interven¬ 
tion and arbitration within these economies 
continues to play a significant role since 
market co-ordination and democratic 
political instiiiuions are yet in a lormative 
stage 

A comprehensive process ol systemic 
change will require, among other iin- 
peralives, a rewriting ol the social contract 
that was struck under the old regime which 
consisted tn a trade off between employment 
security on the one hand and deprivation ol 
political and civil rights on the other. The 
consequence of this trade off are well 
known; it not only led to an institutionalisa¬ 
tion of the ‘we pretend ic work and they pre¬ 
tend to pay us' syndrome, but it also resulted 
in stifling innovation since the latter involved 
only risk but no reward. The widespread 
aversion to risk-taking that was a natural 
consequences of the system, the lack of 
transparency in economic aftairs, aggrava¬ 


tion of problems of regional imbalances apd 
employment and the problem of transfor¬ 
ming the prevailing educational system to 
bridge the gap in qualifications and impar¬ 
ting technical skills will be some of the 
major obstacles to systemic transformation 
in the region. 

While the east European revolutions of 
1989 have succeeded in dismantling the 
Stalinist regimes that had entrenched 
themselves in the post-war period, there is 
still no guarantee that the development of 
democratic institutions will automatically 
follow; ‘Currently in eastern Europe, we see 
more of a transition from authoritarianism 
than a movement toward democracy. 
Nothing guarantees that political institutions 
will develop rapidly enough to permit the 
reform process to unfold smoothly. Certain 
“rules of the game” must be inculcated into 
■he body politic such that the political 
system is not just valued for the rewards it 
gives, but IS valued as a system in and of 
itself—even when many do not enjoy the 
rewards they believe they are entitled to from 
that system. The history of Latin America 
on this point is largely one of splendid 
democratic constitutions, yet woeful 
adherence to the spirit ol ihose documents. 
This IS the danger eastern Europe must 
avoid'-" 

SOMI CONSim KAIIOSJS ON 
Tkansformaiion 

The current transformation in eastern 
Europe can be expected to provide fresh 
theoretical insights to the analysis of com¬ 
parative economic systems despite the fact 
that the subject matter of traditional com¬ 
parative analysis has rapidly depreciated. 
Mainstream economic analysis has by and 
large been confined to models, categories 
and behaviours that are set against a full- 
fledged market order. The fact that the east 
European economies do not correspond to 
such an order highlights the inability of 
mainstream economics to accommodate, let 
alone explain, the kind of issues that 
underlie systemic transformation in the 
erstwhile socialist economies of eastern 
Europe A little over 40 years of centralised 
planning has led to such a completely 
distorted pattern of economic behaviour 
among economic agents that the process of 
effecting a return to an economy dominated 
by competition rather than the planning ap¬ 
paratus in eastern Europe will require the 
inauguration ol a new field of scientific 
analysis within which the new historical 
challenges facing these countries can be 
located and analysed. 

Indeed, it is the havoc caused by the 
earlier system ol command-administrative 
planning that lends the transition in eastern 
Europe its speciFicity; ‘let it suffice to note’, 
writes i-a/slo Csaba in a recent volume, ‘that 
this makes the central European starting 
point fundamentally different from that of 
the privatisation drive which swept through 
many of the developed and developing 
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nations during the 1980s. The story in cen¬ 
tral and south-eastern Europe is not about 
expanding an already dominant private sec¬ 
tor and cutting back an overextended state. 
It is about creating—and lett mg to evolve ~ 
the market order, where bureaucratic 
co-ordination is subordinate to market co 
ordination.’^' 

Quite apart from the lact that socialist 
economic doctrine has suffered .sertous 
reverses with current developments in the 
erstwhile socialist economies, the economic 
decline of eastern Europe under state 
socialism has underlined the value of 
markets. This implies that a large part ol 
economic thtnking during this transition will 
be focused on how can markets be made to 
work in terms of what they can and cannot 
do. Among other imperatives, this will 
involve the recognition that markets should 
not be narrowly perceived as economic 
categories alone; they embody important 
social, political and cultural constituents as 
well. Irrespective of the eventual failure oi 
success )t the cast Furopcaii reforms ol the 
90s. thf -urrciit tianstoimaiion will provide 
fertile ground for fresh perspectives on the 
dynamics of institutional change whose 
import will not be restricted to eastern 
Europe alone, but will also provide valuable 
insights to other developing countries 
involved in embarking on similar journics. 

C'ONt IHSION 

The erstwhile socialist economies ol 
eastern Europe have committed themselves 
to effecting a transition Irom state socialism 
to a pluralistic market order Despite the 
political changes that have taken place in 
these countrie.s, the new democracies of 
eastern Europe continue to remain ‘planned’ 
in the sense that they are still bureau¬ 
cratically co-ordinated A survey of the 
various steps that have so far been initiated 
in these countries suggests a long-term direc¬ 
tion towards privatisation and deregulation, 
a process that will easily take 10-15 years at 
the very least and which will be one that will 
be largely dependent on the ability of ihese 
economies to successfully overcome the pro¬ 
blems associated with genuine economic- 
restructuring including inflation, recession, 
unemployment and external indebtedness, 
not to speak of ethnic strife, social unrest 
and the political commitment required to 
sustain the pace of the reform process. While 
the eventual possibility of reaching the end 
of the tunnel might compensate the arduous- 
ncss of the exercise, tt is perhaps prudent to 
remember that the east European economics 
have so far done little more than entered it. 

The major obstacles that will have to be 
os«rcome in all the countries precludes any 
prospiects of a ‘smooth’ transition. These 
include deteriorating economic performance, 
domestic opposition to free markets by 
vested interests, the lack of both experience 
and skills for functioning in a competitive 
market economy, the high costs of rectify¬ 
ing past errors, overcoming the legacy of a 
huge capital stock that is technologically 


obsolescent, the emergence of profound 
historically derived ethnic conflicts that were 
supposed to have been amicably ‘settled’ 
under the ancient regime, the need tor a 
strong political commitment towards eflcc- 
ting the transition that is able to tailor public 
expectations to existing realities which in the 
world of realpoliiik can never be taken for 
granted and the fragility ol new political in¬ 
stitutions that have sprung up in the wake 
of the collapse of the old order 

Despite the enormous difficulties coni rou¬ 
ting the cast European economies, there arc 
however a number of factors that contribute 
to make the process of systemic transforma¬ 
tion m eastern Europe irreversible. In other 
words, the possibility of a restoration to 
anything resembling the old order in eastern 
Europe is not only highly improbable, but 
virtually impossible notwithstanding the 
demise of the USSR and the future course 
ol economic reform and political change in 
the newly established commonwealth of 
democratic republics. The lactors that 
militate against such a return m eastern 
Europe and thereby promote the evolution 
ol a market order include the popular rejec¬ 
tion ol the ideological premises of state 
socialism which was based on increasingly 
high growth rates and the creation of ‘a new 
socialist man’, the absence of feasible alter¬ 
natives other than those of drastic economic 
resiructuriiig, the collapse of the Soviet 
Union and resulting abolition of the msiitu- 
tional arrangements and exigencies con¬ 
nected with the ‘special rclationship‘ which 
have opened new prospects and options for 
all the east European countries, their avow¬ 
ed intention of integrating themselves with 
the European order, greater possibility ol 
foreign investment, the acceptance in eastern 
Europe of competition as a public good and 
the willingness on the part of several inter¬ 
national organisations to help these 
economies to set them on the road to 
economic recovery 

I'he economic experiment currently under 
way in eastern Europe has no parallel in con¬ 
temporary history and if for that reason 
alone merits serious attention in several 
respects. Be that as it may, there can be no 
doubt about the fact that it is a long and 
tortuous way ahead Neither is there any 
guarantee that the end of the tunnel will m 
fact be reached. What can at best be said 
as of now is that there is no feasible alter¬ 
native to the existing order other than going 
ahead and changing it. 
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DISCUSSION 


Fertilisers: Irrational Practices 

H K Lakflhman Rao 


GUNWANT A Rud's article (September 28, 
1991) is very informative and interesting, it 
is disturbing to note that some of the com¬ 
munications on fertiliser product usage are 
not in the interest of farmers and products 
containing plant nutrients, not required by 
the crop, are subjected to pressure selling. 
This will result in cost of cultivation going 
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up and national wastage of nutrients. It is 
unfortunate that there are over 23 brands of 
fertiliser products for meeting the basic re¬ 
quirements of NP and K. 

There are several problems in fertiliser 
marketing, requiring urgent examination. 
Whether such a broad product-mix is neces¬ 
sary and desirable: should there be brand 


rt 8)0 

1(8)0 

1(81.0 

1(810 

IIHI (1 

9S 1 

52 4 

99 5 

1(8)9 

102 0 

82 4 

44 2 

104 1 

91 < 

1(8, ' 

85 8 

46 8 

114 4 

118 1 

114 8 

111 7 

40 ’ 

121 9 

I4S 6 

110 2 

141 8 

111 9 

1112 

79 0 

HI 1 

133 1 

S|0 1 

in 7 

8S 1 

117 2 

141 2 

514 1 

107 0 

S9 ^ 

1 IS 0 

224 1 

711 7 

99 9 

19 2 

141 1 

277 5 

127| 0 

99 9 

18 2 

l(,(l 7 

281 '( 

950 6 

102 ' 

24 2 

158 9 

208 s 

1144 8 

IIKI 8 

16 8 

nil) 

165 0 

■n 1 

KHI 6 

12 8 

n21) 


\4 

\S 

\6 

\7 

0 07 

001 

1 IS 

0 14 

0 0 

I) 0 

0 S 

0 2 


(1(17 \4 > 0 01 \S 1 IS \(^ . 0 U \ 


promotion in a generic product like fer¬ 
tilisers, are among them. Most of the 52 
large-scale fertiliser manufacturing units in 
the public, private and co-operative secton 
have enlarged their marketing territories far 
beyond the economic zones and carry out 
promotional/extensional efforts which are 
highly duplicated and not relevant to chang¬ 
ing marketing environment and increased 
customer (farmer) awareness. All these ac¬ 
tions have significantly contributed to the 
steep increase of subsidy. 

Efficiency in fertiliser production, market¬ 
ing and distribution operations at the unit 
and also global level are the urgent need of 
(he hour. Only such actions help reduce the 
mounting subsidy. The subsidy which was 
less than Rs 600 crore in 1979-80 has touched 
the phenomenal level of Rs 4,600 crore per 
annum now. This is another area, which the 
fertiliser industry should carefully look into. 
Table I provides the extent of subsidy that 
IS being paid by the cx-chequer every year 

Table 2 containing (he minimum con¬ 
sumer prices of fertilisers, illustrating the 
extent lo which (he farmers have to pay for 
nutrients by varying combination of the pro¬ 
ducts, IS attached. Further an analysis of a 
sample of marketing costs (element-wise) also 
indicates that some of the marketing efforts 
do not contribute to the sales performance. 
Despite (his, the fertiliser marketing units 
maintain high level budget and carry out 
(heir programmes. An illustration of a 
Multiple Regression Analysis carried out of 
a sample data lor 10 years is given in Table 3. 

The criss-cross movement ol fertiliser pro¬ 
ducts across the length and breadth of the 
country, and the criss-cross communication 
and marketing efforts of individual units 
have significantly contributed to (he steep 
increase in the quantum of fertiliser sub¬ 
sidies Rationalisation of movements, 
demarcation of marketing territories for in¬ 
dividual units, standardisation of product- 
mix and elimination of brand promotion are 
some of the possible solutions lo the moun¬ 
ting problem 
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The 1992 India and South-Last Asia 
Meeting of the Kconometric Society will 
be held at the Indira Gandhi Institute of 
Development Re.search, Bombay, between 
December 19-21, 1992. 

The program will consist of invited and 
contributed papers in areas of economic 
theory, econometric theory and applied 
econometrics. There will also be two 
special sessions, one on Environmental 
Issues and another on Structural Change 
in South-East Asian Economies. The 
meeting is open to all economists, in¬ 
cluding those who are not members of the 
Econometric Society. 

Proposals for papers to be presented at the 
meeting are being solicited by the Program 
C'.ommittee. Prospective contributors are 
requested to submit three copies of a one 
page abstract of their paper by May 31, 
1992 and three copies of the full 
manuscript by Auglist 31, 1992 to one of 
the Program Committee Co-Chairmen. 
Each abstract must contain the namc(s) 
and complete address(es) of the author(s). 
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some participants. Those wishing to apply 
for travel funds should request an applica¬ 
tion form when they submit their propos¬ 
ed paper. 
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The language that characterises the debate on environment in the 
country offers a mode of classification worthy of study by itself. 
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squeeze through expenditure cuts 
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LETTERS TO EDITOR 

Repatriation of 
Sri Lankan Refugees 

THE decision to repatriate Sri Lankan 
refugees was clinched when the foreign 
minister of Sri Lanka, Herald Herat, met the 
prime minister of India during the former's 
visit to New Delhi to participate in the Indo- 
Sri Lanka Joint Commission meeting in the 
first week of January. It had been agreed 
earlier that about 30,000 refugees out ol u 
total of over 2,00,000 had expressed their 
willingness to be repatriated and about 2,000 
of them from the Trincomalee district of Sri 
Lanka were to be repatriated in the first 
phase of repatriation, including around 1,100 
Sri l,ankan government employees who are 
to be reinstated in their employment by the 
government of Sri Lanka 

Up to February 4 India has repatriated 
over 2,000 refugees. There arc in India 1.10 
lakh refugees sheltered in 183 camps in 18 
districts of Tamil Nadu It is not clear sshen 
the 30,000 refugees had expressed their will¬ 
ingness to return to their country However, 
in the camps visited by our investigators, wc 
saw forms distributed to the inmates which 
merely contained one paragraph ol re-affir¬ 
mation of their willingness to return. It was 
stated by some of the inmates that when 
there appeared to be peace talks between the 
government of Sri l,anka and the militants, 
some of the refugees had expressed their 
willingness to return. But the conditions had 
changed so suddenly and the militants and 
the Sri L,ankan government were at war and 
many of the refugees who had expressed 
their desire to return would certainly be in 
jeopardy However, a change of mind was 
not allowed. Also the authorities used coer¬ 
cive methods demanding that whole families 
must be repatriated together and nut only 
a few members of a family. 

The decision to repatriate Sri Lankan 
refugees is a political decision not based on 
ground realities. We arc also of the opinion 
that the so-called voluntary nature is not all 
that voluntary. The conditions ol certain 
camps had forced some of the inmates to 
reluctantly agree to return. 

The government of India did not permit 
the representatives of the United Nations 
High Commissioner for Refugees (UNHCR) 
to visit the camps and ascertain that the 
repatriates were spontaneously willing to be 
repatriated. The Commissioner for Refugees 
himself had admitted that the first batch of 
repatriates wanted the ship to turn back in 
mid-ocean. This provides ample testimony 
to the state of mind in which the repatriates 
were being carried to Sri Lanka. 

In Sri Lanka itself, there are about 
7,(X),000 people, Tamils, Sinhalese and 
Muslims alike who arc internally displaced 
and reside in refugee camps. When such is 
the internal situation in Sri Lanka where the 
government of Sri Lanka is not able to 
assure.normal living conditions to refugees 


within its own territory, how convincing can 
be their assurances to rehabiKwte the 
refugees from India and to ensure their safe¬ 
ty. security and dignity? Evidently, India has 
changed from its original position that the 
refugees will be sent back only if there is 
assurance that they can return to their nor¬ 
mal lilc in safety, security and dignity 
The Coimbatore Human Rights Protec¬ 
tion Forum urges the government ol India 
(I) To observe Article 3 of the Draft declara¬ 
tion on Asylum which states: "No one seek¬ 
ing or enjoying asylum in accordance with 
Universal Declaration of Human Rights 
should, except for overriding reasons ol 
population, be subjected to measures such 
as rejection at the frontier, return or expul¬ 
sion which would result in compelling him 
to return to or remain in a territory if there 
IS a well-lounded fear of persecution en¬ 
dangering his life, physical integrity or liber¬ 
ty ill that territory. (2) 1o ensure that 
normalcy is restored in Sri l.anka bclore 
refugees are repatriated. (3) To take im¬ 
mediate steps to set up UNHCR camps in 
lainil Nadu which will reduce its financial 
burden in maintaining the refugees and pro¬ 
vide better facilities for them The Forum 
also urges the government of India and the 
state government of Tamil Nadu to desist 
forthwith Irom covert and overt pressures 
and threats within the retugee camps to 
secure ‘written’ conlirmation ol willingness 
to return 

N Cl Sl/KHMARAN, V P .SXKATItl. 

R R SiSAt iNr.A.M. C R Buoy 
Cotmbatore Human Rights 
Protection Forum, 

Coimbatore 

Lawless State 

WE strongly condemn the recent barbaric 
assault on K Balagopal, general secretary. 


Andhra Pradesh Civil Libertin Committee 
by unidentified persons on January 4, at 
Kothagudem, Khammaro district. 

Balagopal has been a consistent and in¬ 
defatigable champion of democratic rights 
and from the past decade has been ceaseless¬ 
ly fighting against the arbitrary violation of 
people’s basic liberties by the state. He has 
been highlighting the repressive role of the 
state which rather than being a protector of 
people’s rights has turned out to be the big¬ 
gest violator of these very rights. 

Andhra Pradesh, at present, is witnessing 
large-scale, intensive and systematic viola¬ 
tion of the right to speak out against any 
form of injustice Any organisation or per¬ 
son who is associated with protection and 
defence of the interests of the poor, the 
marginalised and the discriminated is now 
being viewed as a threat by the state against 
its lawlessness and extra-constitutional 
methods of functioning. 

The recent dastardly assaults on civil liber¬ 
ties activists and the press are a clear indica¬ 
tion of the state’s intolerance of those who 
speak out against its arbitrary practices. 

It is all the more necessary, in the present 
context to strongly express our outrage at the 
way the state is going about to stifle any 
form of dissent. Wt appeal to all citizens 
who believe in the need to preserve our 
democratic institutions to protest against the 
increasingly authoritative methods of the 
state. 

R Venkata Rao, N Nirmala, 
S SuMiTRA, A R Prasad, v Kesava 
Rao, K V Nagraj, E Madhavi, 
Meenakshi, B Krishna Sai Ravi, 
K Uma Devi, P Chandra Mohan, 
AND 200 Others 
Visakhanainam 
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Tainted Vote 


T he drastically curailcd election formalities in Punjab 
have been rushed through under tight security and 
at the end of it all the Congress has captured 87 of the 
117 assembly seats and 12 of the 13 Lok Sabha seats. The 
BSP has secured one parliamentary seat and nine Vidhan 
Sabha seats. The Akali Dal (Kabul), CPI. CPI(M), IPF, 
BJP and an independent have picked up the remaining 
assembly seats. The central parliamentary board of the 
Congress has expressed happiness at the outcome of the 
election, but apart from those given to clutching at 
straws it is difficult to imagine anyone echoing the 
same sentiment, least of all an electorate that chose not 
to vote. 

Leaving aside other considerations, the pattern of 
voting is sufficient indication that the election will not 
solve any problem. If anything, the electoral base of the 
government that has been elected points to the likely ac¬ 
centuation of existing conflicts. Of Punjab’s 117 assembly 
segments, 70 are rural and overwhelmingly Sikh 
dominated. 18 are .semi-urban and predominantly Sikh, 
while 29 are urban with a substantial Hindu presence. In 
the rural constituencies polling varied between 3 and 1.^ 
per cent with the Joga constituency recording the pathetic 
figure of 1,056 votes out of an electorate of 1,15,000. 
Even by the undemanding standards of the Indian elec¬ 
toral system, the representative credentials of the MLA 
from Joga are severely compromised. And by the same 
yardstick the entire assembly is similarly compromised, 
for the performance elsewhere has not been of a much 
superior order. In the semi-urban areas the polling percen¬ 
tage ranged between 15 and 20 while the urban areas 
witnessed polling upward of 35 per cent but even so not 
exceeding 45 per cent. In the face of this the government 
chose only to downgrade its initial claim of a 35 per cent 
state-wide response to 28 per cent and continues to stick 
to this ftgure. The truth is that of a total state electorate 
of 1.31 crore as few as 30.1 lakh exercised their franchise, 
not a few of them reportedly under compulsion. Despite 
being generally unrepresentative, which is itself a suffi¬ 
ciently debilitating condition, the government as also the 
assembly represent a specific segment of the electorate, 
from which proceeds the greater danger since in the pro¬ 
cess the distance between the majority and the minority 
communities has been increased. There can be no room 
for doubt that th#government to be formed is largely 
the Hindus’ gift to the Congress. Official intelligence 
reports suggest that more than 90 per cent of the Sikh 


electorate abstained, covering both urban and rural areas. 
The 1991 census puts the total Sikh population in the state 
at 60.75 per cent. 

The implications of this are clear. Those among the 
Sikhs who did turn out to vote voluntarily were, judging 
from the BSP’s performance, largely the mazhabi Sikhs. 
In effect the Congress has garnered the Hindu, the lower 
caste Sikh and other minority votes, much the same com¬ 
position of votes that the other political parties, with the 
likely exception of the BJP, attracted on a lesser scale. 
With the assembly so constituted, what is excluded is the 
mainstay of Punjab politics—the jat Sikh peasantry. Both 
Akali and militant politics are founded on the support 
of this group. In short, nothing has changed since the 
government will continue to be pitted against this group. 

In dealing with this situation the government will have 
little choice but to follow the methods already in opera¬ 
tion. For, in keeping with the paradoxes that have beset 
Punjab politics, the government with scarcely any opposi¬ 
tion in the Vidhan Sabha is also the weakest in the state’s 
history. It is wholly at the mercy of the security forces 
if it has to withstand the militant onslaught. In a foretaste 
of things to come, Beant Singh, leader of the state Con- 
gress(I),.has clarified that the choice of the chief minister 
will be left to the party high command. It is not enough 
that a state government should represent less than 20 per 
cent of the electorate; the chief minister must represent 
the centre more than he does even this inconsequential 
fraction. And to confirm what was never in doubt, even 
before the government is formed, the party leader has 
announced that the army will remain in the state till law 
and order is restored. Doubtless this announcement was 
directed more at the police and the administrative bureau¬ 
cracy, but is a telling statement of the acceptability of 
the government to be formed. But it remains to be seen 
if the police force will be cowed into submission by such 
threats. The army has more than once expressed its mis¬ 
givings about being deployed internally to deal with ‘law 
and order’ situations. Consequently, the new government 
may well have to accept its subordination to the police 
as well as to the centre. What solution is expected to 
emerge out of such an arrangement is a mystery. So far 
only the Congress party’s long-standing ambition of in¬ 
stalling its own government in Punjab has been realised, 
but at the high cost already of a decade of mayhem. To 
keep this government in power the price may well turn 
out to be much grimmer. 
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FOREIGN BANKS 

Very Unlevel 

WHEN the Committee on Reform of the 
Financial System, headed by M Nara- 
simham, recommends that the Reserve 
Bank should follow a more liberal policy 
in allowing foreign banks to open bran¬ 
ches and subsidiaries and enter into 
joint ventures with Indian banks for 
specialised rinancial services such as mer¬ 
chant banking and other newer ty|)cs of 
financial services, it does show an aware¬ 
ness that the playing field was not quite 
level and that the balance of advantage lay 
in favour of the foreign banks. This 
awareness is reflected in its stipulation that 
the foreign bank would have to conform 
to the same requirements as Indian banks. 
But would a stipulation like this be 
enough? Haven’t the foreign banks, 
already in India, shussn clearly ihai with 
all the restrictions currently extant on their 
operations, they know, or have learnt, to 
manage and do well? 

A study by the Reserve Bank of the re¬ 
cent performance of foreign banks shows 
very clearly that foreign banks have done 
much better than Indian banks. The study 
brings out how “deposits, credit and in¬ 
vestments of foreign banks increased 
sharply during the decade of 1980s", how 
these banks could have credit-deposit ratio 
as high as 87.S per cent (that was in 1984) 
and how the share of foreign banks in pro¬ 
fits is much higher than their share in the 
total deposits, credit and working funds 
of the banking system. 

The study brings out, quite interesting¬ 
ly, how there is a distinct preference on 
the part of customers “to bank with 
foreign banks, notwifhstanding the fact 
that foreign banks stipulate relatively high 
levels of minimum amounts to be main¬ 
tained as deposits with them and charge 
relatively high interest rales and .service 
costs”. Of course, as the same study brings 
out, “foreign banks’ strategy had been to 
procure from a segmented part of the total 
supplies, deposits of large si/e from a 
relatively small number of depositors’’. 

Of course, foreign banks also have the 
advantage of not having to observe the re¬ 
quirement with respect to priority sector 
lending and the Narasimham committee 
makes specific mention of the advantages 
thus enjoyed by them. But what is parti¬ 
cularly noteworthy in the present context 
is that even w hen foreign banks have ex¬ 
tended credit to customers within the 
priority sector, small scale industry for in¬ 
stance, they have been found to finance 
the relatively larger parlies. And in their 
overall lending, foreign banks have been 
known to show a distinct preference for 
the private corporate sector (the ratio for 
foreign banks was 75 per cent or there¬ 
abouts as against 2S to 30 per cent for 
Indian banks). 
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The question therefore arises: how did 
the Narasimham committee come to the 
conclusion while recommending liberal 
permission to foreign banks to extend 
their activities that the playing field can 
be made level? Why did they treat the 
matter so very sketchily? 

BIHAR 

Roots of Violence 

A Correspondent writes: 

THE alacrity with which the union home 
minister has rushed to condemn the Bihar 
government and shed tears over the 
massacre of 37 upper caste Bhumihars 
(allegedly by a Naxalite group) at Bara in 
that state stands out in sharp contrast with 
its indifference to the killing of 10 ‘dalits’ 
by the Bhumihar landlords’ private armies 
in neighbouring villages just two months 
ago. Does it not betray the built-in upper 
caste bias among the ruling party politi¬ 
cians, and the centre’s partisan interest in 
making use of the tragedy to damn the 
Janata government in Bihar? 

It dt>es not lie in the mouth of the Con¬ 
gress government at the centre to com¬ 
plain about deteriorating law and order 
situation in Bihar. What is happening in 
stales ruled by its own party? In Andhra 
Pradesh, the police—both in uniform and 
in plainclothes—are almost every day kill¬ 
ing innocent people and attacking activists 
of civil liberties’ groups in the name of 
suppressing Naxalites. The massacre m 
this state is being carried out drip by drip, 
so that it does not have the effect of an 
overwhelming shock of a mass killing. In 
the 13-monih old rule of Congress chief 
minister Janardhan Reddy, at least 133 
people have been victims of extra-judicial 
killings, according to the APCLC (Andhra 
Pradesh Civil Liberties Committee). 

As in Andhra Pradesh, in Bihar also, 
the root of the violence and counter- 
violence lies in the state’s unwillingness to 
implement land reform.s, to put an end to 
socio-economic oppression of the poor by 
the rural rich, and to offer peaceful and 
democratic avenues for the expression and 
redressal of popular grievances. The Bara 
massacre has to be seen in this context, 
coming as it does as a part of a sequence 
of developments. The carnage was in 
retaliation against the murder of Naxalite 
‘daitt’ followers in Bara.simha and Meen 
(neighbouring Bara) by the Bhumihar 
private armies on December 23. These 
’dalits’ had demanded full payment of 
minimum agricultural wages which were 
due to them from the Bhumihar farmers 
who employed them as labourers. The 
December slaughter again had been 
preceded by attacks on the landlords by 
the ‘dalit’ labourers (led by Naxalite 
groups) who had earlier been persecuted 
by the upper caste private armies of the 
landlords. In this chain of killings and 


counter-killings, it is the rural poor and 
their political leaders who have faced the 
brunt—from both the landlords and the 
police which support them. According to 
one estimate, as many as 43 persons were 
killed by the police and landlords and 
their private gangs of thugs in the Gaya- 
Jehanabad belt alone in the first 21 
months after Laloo Prasad’s government 
came to power in Bihar. 

Marxist-Leninist groups, leading 
peasants’ struggles in the Bihar coun¬ 
tryside, should seriously ponder over the 
question why the agrarian movement is 
relapsing into atavistic caste-conflicts 
resulting in senseless killings of innocent 
people. The IPF (Indian People’s Front) 
has pointed out that at least 30 incidents 
of caste-based killings have occurred (in¬ 
volving a toll of more than 200 lives) in 
Bihar since Laloo Prasad came to power. 
Are we to understand that the chief 
minister had derailed what was basically 
a political conflict between the landlords 
and the rural poor into a caste-based war, 
by his constant harping on caste dif¬ 
ferences? The IPF must also honestly 
ponder over the question why a number 
of its MLAs—mostly coming from the 
OBCs—shifted their allegiance to Laloo 
Prasad’s Janata Party? Did caste loyalty 
prevail over their class-based political 
training? 

As for the MCC (Maoist Communist 
Centre), which is alleged to be responsi¬ 
ble for the Bara massacre, it seems that 
the group is increasingly coming to believe 
in revolution by retaliation—and that also 
against innocent members of the upper 
caste communities. Like the Khalistani 
terrorists of Punjab, these communists 
who swear by Mao are choosing soft 
targets. In 1987, they massacred 44 
Rajputs in Aurangabad, including women 
and children, in retaliation against the Ra¬ 
jput landlords’ killing of ’dalit’ agri¬ 
cultural labourers. In the recent incident 
also, the ostensible purpose of their raid 
on the Bhumihar village of Bara was to 
kill one Ramadhar Singh, leader of a 
private army of landlords called the 
‘Diamond Sena’. But they could not find 
Singh in the village, and apparently in 
impotent rage, killed his caste-followers. 

Ramadhar Singh was apparently 
ensconced in the state capital, Patna, 
while the MCC indulged in the senseless 
killings. Singh even dared to give an in¬ 
terview to a national daily, two days later, 
claiming that he had killed ‘more than a 
hundred Naxalites during the last one 
year’, and threatening to ‘strike with 
vengeance’ (against the Naxalites) after a 
fortnight! 

The entire sordid episode reveals the in¬ 
eptitude and cowardice of both the MCC 
and the Bihar state government—the 
former, failing to hit its target, takes it out 
on innocent villagers, and the latter allows 
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a sdf-prdclaiiiwd murderer to remain 
scoi-frrt. 

PATENTS 

In Reverse Gear 

THERE can be no understating the im¬ 
plications of accepting the Dunkel pro¬ 
posals on Trade Related intellectual Pro¬ 
perty Rights (TRIPS) for India which had 
enacted a relatively progressive patent 
legislation in 1970. The government has 
now set up a cabinet sub-committee under 
Arjun Singh to examine the Dunkel pro¬ 
posals and the lobbying game has begun 
with ASSOC HAM in support and the 
Indian Drug Manufacturers’ Association 
(IDMA), the mouthpiece of local drug 
manufacturers, against. In India lobbying 
by various interest groups on patents goes 
back to the time when the govetiimeni 
constituted a committee under justice 
Rajagopala Ayyangar on the revision ot 
the patent law which submitted its report 
in 1959. There was strong opposition to 
the recommendations of the Ayyangar 
committee from such expected quarters as 
ASSOCHAM and OPPI, the latter the 
organisation of transnational drug com¬ 
panies in Ind a. 

In the present debate, the IDMA has 
argued that the proposals to (I) extend the 
term ol patent to 20 years from the date 
of filing of complete specifications for 
pharmaceuticals, (2) reinirtxiuce ‘produci- 
by-process protection’ and, (.1) make im¬ 
port of patented products tantamount to 
working the patents in the importing 
country will rule out access ol the bulk 
of the Indian population to new patented 
drugs, including life saving drugs lor 
diseases like cancer, tuberculosis, lepross 
and typhoid as well as preventive vaccines 
for hepatitis, malaria, etc. The proposals, 
if accepted, will retard domestic manufac¬ 
ture of these drugs and significantly raise 
the prices of drugs embodying the 
patented inventions. The IDMA has 
underscored that allowing 'product-by¬ 
process’ patents will minimise competi¬ 
tion, something that the government’s 
policy advisors who talk about ushering 
in competition should note. The IDMA 
statement further points out that accep¬ 
tance of 'product-by-process’ patents will 
necessitate a reorientation of R and D pro¬ 
grammes that ivill take decades ^nd will 
involve huge investments. 

However, the proposal that is at the core 
of TRIPS is that even importing a drug 
would mean that the patent has been 
worked in the patent-granting importing 
country. This will restrict technology 
transfer. Imports of bulk drugs will in¬ 
crease significantly, thereby increasing the 
import-intensity of drug formulations. It 
may also dampen the incentive for foreign 
investment in the drug industry, some¬ 
thing which the government itself is so 
anxious to promote. 


POLITICS 

Short-sighted Follies 

FEBRUARY 1992 may come to be reckon¬ 
ed as a son of watershed in the contem¬ 
porary political history of India, unfor¬ 
tunately not for a radical turn in the long- 
drawn crises, but for circumstances con¬ 
firming the present leadership of the 
union government in its short-sighted 
follies. The way the threat of the JKLF 
march across the Line of Actual Control 
(LAC) was ultimately met and the Con- 
gress(l) managed to ’sweep’ the polls in 
Punjab have provided the leadership with 
apparent causes for self-congratulation. 

The most substantial dividend that 
these events have brought the Congress(l) 
IS the accretion of a do^en members to its 
ranks in the 1 ok Sabha which has freed 
It from the worries stemming from the 
threats by the BJP and Left parties to vote 
against its forthcoming budget proposals. 

A little foresight may enable the Con- 
grcss(l) to realise that the latter is really 
a curse iri disguise. For this may free it 
from the constraints and restraints which 
earlier prevented it from reckless com¬ 
pliance with the dictates from Washington. 
Now this freedom of action may in turn 
create circumstances which will give rise 
to great disaffection among the masses 
and deepen the crisis of the legitimacy of 
the regime. 

On the Kashmir front, Amanullah 
Khan’s foolhardy bid for crossing the 
LAC has been foiled, thanks not a little 
to the tough stand taken by the Pakistan 
government. But this forced co-operation 
has been secured by India’s international 
lobbying, most particularly of the five 
permanent members ol the UN Security 
Council, that is, by legitimising Pakistan’s 
tactics for miernationalising the Kashmir 
question. So, this is at best a tactical vic¬ 
tory for India at the cost of a strategic 
setback. Moreover, even this qualified suc¬ 
cess had to be gained by imposing a 
blanket curfew over the Kashmir valley, 
supervised by the Indian armed forces. 
This has certainly not passed unnoticed 
by the world. 

Finally, the Congress(l)’s electoral 'suc¬ 
cess' in Punjab, if this stunning majority 
on the basis of a less than 25 per cent poll 
at gun-point can be called a success, has 
also brought out more sharply the aliena¬ 
tion and dissociation of the overwhelming 
majority of Punjab’s electorate from the 
Congress(l) game plan. 

it would be a far more serious disaster 
if these recent 'successes’ in Kashmir and 
Punjab give the Narasimha Rao govern¬ 
ment the idea that it can now go ahead 
in the disturbed and disaffected areas in 
the two northern states as also elsewhere 
with a more efficient and effective use of 
its armed forces. One can only hope that 
there will be wiser pei-sons in the Con- 
gress(l) ranks. 


TWENTY YEARS AGO 

EPW, February 19. 1972 

Official committees and commissions 
have by now standardised a technique of 
prolonging their profitable existence. The 
technique consists simply in submitting an 
'interim' report after a decent period and 
then suggesting, on the strength of that, that 
they would take another year or so to come 
up wiih their ‘final’ report. There can be 
absolutely no other justification for the 
interim report submitted by the so-called 
hxperi Committee on Unemployment. The 
commitlee, according to the official sum¬ 
mary of its report, “has set up one panel 
and five working groups to go deeper into 
one or more of the issues entrusted to it by 
the government”. . 

The recommendations of the interim 
report range from the truly trivial, such as 
that unemployed persons should be exemp¬ 
ted from payment of application fees when 
applying for jobs, to the irrelevant, such as 
that the government should accept the sug¬ 
gestions of the Committee on Inland Water 
Transport of which, as it turns out, the 
chairman was B Bhagavaii who is also 
chairman of the Expert Commitlee on 
Unemployment. For the rest, all that the 
committee has done is to make a list of the 
programmes included in the Fourth Plan 
which, it feels, have a significant employ¬ 
ment potential, add up the proposed invest¬ 
ment on these and affix totally arbitrary 
figures of the likely employment from the 
different programmes. 

The occasion may be used, however, to 
emphasise one or two aspects of planning 
for employment which have been ignored 
by the Expert Committee (which is no sur¬ 
prise) and which do not generally receive 
attention in discussion of programmes to 
generate employment... much of such dis¬ 
cussion scrupulously avoids the institutional 
factor To put it plainly: it is not considered 
whether the sute-initiated employment pro¬ 
grammes, essentially with a construction 
bias, can be viable and effectively imple¬ 
mented in an economy geared to the satis¬ 
faction of private consumption needs back¬ 
ed up by private purchasing power, lb take 
the example of rural housing, which figures 
so'prominently in the Expert Committee’s 
recommendations... the problem is that 
those for whom these houses are meant 
have not the incomes or purchasing power 
to tent, much less purchase, the houses built 
by public investment. To take another kind 
of example: minor irrigation. Minor irriga¬ 
tion projects like those for digging tubewells 
have to be undertaken on privately-owned 
lands One has so often heard of the failure 
to 'organise' rural works programmes but 
what appears as the failure of organisation 
is more often than not a reflection of 
the limits of government-initiated and 
government-financed works programmes in 
a private enterprise economy. 
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STATISTICS 


Varialion (per cem) 


Index NumlM‘nt of Whulesair I’rires 


Latest 

Over 

Over 

Over 





(1981-82 = 100) 

W'eight 

Week 

Last 

Last 

March 

In 

In 

in 

In 



25-1-92 

Month 

Year 

31, 1991 

90-91 ■ • 

89-90 

88-89 

87-88 

All Commodities 

100.0 

214.5 

1.2 

12.5 

11.8 

10.3 

7.4 

7.5 

8.2 

Primary Articles 

32.3 

229.2 

1.6 

17.7 

17.2 

12.8 

2.5 

4.6 

11.7 

Food Articles 

17.4 

253.3 

1.6 

19.7 

20.2 

12.3 

1.1 

9.9 

8.8 

Non-food Articles 

10.1 

242.4 

1.9 

17.2 

15.2 

17.0 

3.8 

-1.7 

21.6 

Fuel. Power, Light and Lubricants 

10.7 

208.6 

1.3 

11.4 

10.6 

12.1 

4.0 

5.6 

2.9 

Manufactured Products 

57.0 

207.3 

0.9 

9.8 

8.9 

8.3 

11.2 

9.4 

7.8 






Variation (per cent) 



Cost of kising; index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 




Month 

Year 

1991 

1990-91 

1989-90 

88-89 

87-88 

Industrial Workers 1982 ^ l(X) 

225" 

0.9 

13.6 

II 9 

11.2 

6.5 

9.1 

9.0 

Urban Non-Manual Employees 1984-85 - \00 

185"’ 

05 

14.2 

9.5 

It.O 

6.9 

8.2 

7.9 

Agricultural Labourers July 60 to 

990"’ 

1 5 

23 1 

15.4 

7.5 

3.2 

11.4 

12.5 

June 61 ^ 100 













Variation (per cent in brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 






Week 

Last 

l.ast March 31, 

In 

In 

In 

In 



I27.|2-9t) 

Month 

Year 

1991 

90 91 

89-90 

88-89 

87-88 

Money Supply (M,) 

Rs crorc 

.3,01,168 

2,612 

45,032 

35,732 

34,300 

28,571 

22,027 

22,295 



(0 9) 

(17.6) 

(13.5) 

(3.6) 

(18.1) 

(15.7) 

(18.8) 

Net Bank Credit to Governmeni Sector 

Rs crore 

1,59,169 

-1,788 

22,864 

18,970 

21,778 

12,715 

12,811 

12,776 

Bank Credit to Commercial Sector 

R s crore 

1,79,964 

362 

18,069 

6,817 

19,552 

20,531 

12,389 

11,294 

Mit Foreign Exch Assets of Banking Sector Rs crorc 

15,079 

3,055 

5,966 

6,513 

1,429 

637 

682 

1,314 

Deposits of Scheduled Commercial Banks 

Rs crore 

2,19,748 

1,864 

34,009 

22,479 

24,230 

22,041 

15,321 

17,320 



(00.9 

(18.3) 

(11.4) 

(14.5) 

(18.7) 

(14.9) 

(20.3) 

Foreign Exchange Assets 

Rs crore 

9,490 

2,525 

7,046 

5,102 

-1,710 

-600 

-508 

604 



(.36.3) 

(288 3) 

(116.3) 

(-30.0) 

(-9.5) 

( 6.6) 

(8.6) 

Index Numbers of industrial 

Weight 

Latest 








Production 

Month 

Averages for 


Variat 

[ion (per ci 

enl)_ 


(1980-81 ^ 100) 


(July 91) 



In 

In 

In 

In 

In 




1991-92 

1990-91 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

General index 

100.0 

203.2 

199.8 

201.3 

84 

8.6 

8.7 

7.3 

9.1 

Mining and Quarrying 

11.5 

200.0 

208.4 

211.1 

3.5 

6.3 

7.9 

3.8 

6.2 

Manufacturing 

77.1 

196.8 

192.1 

195.7 

9.2 

8.6 

8.7 

7.9 

9.3 

Electricity 

11.4 

249.5 

243.8 

229.4 

8.6 

10.8 

9.5 

7.7 

104 

Basic Industries 

39.4 

NA 

NA 

NA 

4.3 

5.4 

9.9 

5.6 

9.2 

Capital Goods Industries 

16.4 

NA 

NA 

NA 

219 

22 4 

7.0 

15.9 

18.2 

Intermediate Goods Industries 

20.5 

NA 

NA 

NA 

5.6 

4.3 

II 5 

4.8 

4.4 

Consumer Goods Industries 

23.6 

NA 

NA 

NA 

NA 

6.3 

4.2 

6.5 

7.1 

Durable Goods 

2.6 

NA 

NA 

NA 

10.9 

1.7 

12.0 

7.8 

18.9 

Non-Durable Goods 

21.0 

NA 

NA 

NA 

5.2 

7.5 

2.5 

6.2 

4.9 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month 



In 

In 

In 

Id 

In 



(Oct 91) 

1991-92 

1990-91 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

Export 

Rs crore 

3,442 

22,324 

17,761 

32,527 

27,681 

20,232 

15,674 

12,452 





(17.5) 

(36.8) 

(29.1) 

(25.9) 

(14.3) 

import 

Rs crore 

4,209 

25,473 

23,10.3 

43,171 

35,416 

28,235 

22,244 

20,096 





(21.9) 

(25.4) 

(26.9) 

(10.7) 

( 2.2) 

Balance of Trade 

Rs crore 

-767 

- 3,149 

- 5,342 

-10,644 

-7,735 

-8,003 

-6,570 

-7,644 

Employment Exchange Statistics 

Unit 

Latest 

Cumulative for* 








Month 



In 

In 

In 

In 

in 



July 

1991 

1990 

1990 

1989 

1988 

1987 

1986 

Number of Applicants on Live Register 










as at end of Period 

Thousand 

35,580 

35,580 

34,098 

34,632 

32,776 

30,050 

30447 

30,131 

Number of Registrations 

Thousand 

784 

3,543 

3,912 

6,541 

6,576 

5,963 

5,465 

5435 

Number of Wurancies Notified 

Thousand 

43 

296 

294 

530 

600 

543 

621 

623 

Number of Placements 

Thousand 

25 

155 

169 

284 

289 

329 

360 

351 

Income 

Unit 

1989-90 

1988-89 

1987-88 

1986-87 

1985-86 

IM4-85 

1983-84 

1982-83 

Gross Domestic Product (current prices) 

Rs crore 

3,92,524 

3,49,105 

2,94,408 

2,60,442 

2,34,159 

2,07,869 

1,85,991 

1,58451 

Gross Domestic Product (1980-81 prices) 

Rs crore 

1,95,237 

1,85,543 

1,70,716 

1,63,924 

1,57,348 

1,49,966 

1,44,310 

1,33,469 

Per Capita Income (1980-81 prices) 

Rupees 

2,142 

2,078 

1,910 

1,881 

1,852 

1,804 

1,780 

14*2 


* For curreni year upto latest month for which data are available and for correspondins periofl of last. year. 

** Excluding gold and SDRs, -f Upto latest month for which data aic available. NA- Not available. 

■¥ + Provisional data. (Q Quick estimates. 

Nole^■ (I) Superscript numeral denotes month to which figure relates, e g, superscript' indicates that the figure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous period. 
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ICMF Losing Credibility 


I) I* Sharma 

ON Thursday hebruary 13, the govern¬ 
ment announced its decision to allow im¬ 
port of 7 lakh bales of cotton of which 

2 lakh bales are proposed to be imported 
(duty-free) through the Cotton Corpora¬ 
tion of India to ensure that the hank yarn 
requirements of handloom weavers are 
fully met. The balance 5 lakh bales areio 
be imported (also dutv-free) under the 
exim scrip facility. Tt-e import of 7 lakh 
bales is in addition to whatever quantity 
might be imported under the advance 
licensing scheme. Reports are thar mills 
have already contracted to import about 

3 lakh bales under this scheme. 

That the import quota should have 
been announced just a day before the Cot¬ 
ton Advisory Board’s meeting scheduled 
for February 14 to reassess its supply- 
demand projections approved earlier at its 
December 23 meeting has an ironical ring 
about It. It virtually betrays contemptuous 
disregard for the likely outcome of CAB’s 
deliberations, though it could be argued 
that the government had firmly made up 
Its mind on the import quota irrespective 
of what the CAB might have to say about 
the supply-demand position. 

Since iKe CAB, which has the textile 
commissioner as the presiding deity, is ful¬ 
ly representative of all intere.sts associated 
with the cotton economy—growers, 
traders, industry and the government— 
Its supply-demand estimates, though they 
are only in the nature of contrived con¬ 
sensus, constitute the only worthwhile 
data for dispensing the required policy 
prescriptions. That the CAB estimates, 
especially in regard to supply, have been 
known to undergo substantial revisions— 
up as well as down—is another matter 
The quality of crop information being 
what it is, the task of evolving an ap¬ 
propriate strategy for the management of 
the emerging cotton situation is by no 
means an easy exercise. The task is 
rendered all the more difficult when the 
demand-supply projections put up at the 
CAB meetings by members representing 
diverse interests are tailored to subserve 
sectoral ends. 

The cotton balance-sheet approved at 
the CAB meeting on February 14 has 
many questionable aspects. The total 
availability of cotton this season has been 
reckoned at 143.64 lakh bales (opening 
Slock 22.64 lakh bales, crop 116 lakh bales 
and imports 5 lakh bales). The total de¬ 
mand has been placed at 115 25 lakh bales 
(mill consumption 106.25 lakh bales, non¬ 
mill requirements 8 lakh bales and exports 


I lakh bales), leaving a carryover slock at 
the end of the season at 28.39 lakh bales 
which would be sufficient to meet mills’ 
requirement for over three months 

It IS pertinent to ask why in its assess¬ 
ment of supply the CAB has reckoned im¬ 
port at only 5 lakh bales when the quan 
Illy allowed for import is 7 lakh bales 
which again is in addition to the 3 lakh 
bales already contracted under the ad¬ 
vance licensing scheme. Could it be that 
the CAB IS inclined to endorse the in¬ 
dustry’s view that on the basis of the cur¬ 
rent premium of 21-22 per cent on exim 
scrip and the difference between the rul¬ 
ing domestic prices and the landed cost 
of foreign cotton import of cotton is not 
a feasible proposition 

One could ril.so make the point that the 
government has no illusion about 5 lakh 
bales being imported under the exim scrip 
facility and that the import has been 
allowed merely to create an impression 
that the gosernmeni is determined to 
bring down cotton prices by augmenting 
domestic supply through imports. 

It IS certainly possible to visualise a 
situation where relative movements in 
cotton prices here and abroad and the rul¬ 
ing premium on exim scrip may aci as a 
severe constraint on import and even 
render import an uneconomic proposi¬ 
tion. Import of 7 lakh bales may not 
materialise and mills also may choose to 
back out ol the contracts made under the 
advance licensing scheme. But C'AB 
cannot base its supply estimate on the 
presumption t hat imports w ill not exceed 
5 lakh bales. It might not. but that is an 
altogether different issue. 

At Us earlier meeting on December 23, 
ihe C'AB had placed the caiiyoser at the 
end of the season at 14 64 to i6 64 lakh 
bales, the crop being estimated at 115 to 
117 lakh bales The helly increase of over 
12 lakh bales m the cairyovei stock to 
28 39 lakh bales under the revised CAB 
estimate is atinbutable partly to increas¬ 
ed supply on account ol aiilicipaied im 
port ol 5 lakh bales and partly to 
downward revision ol mill consumption 
figure from 114 lakh bales to 106.25 lakh 
bales. 

In agreeing to slash its cotton require¬ 
ments for Ihe season from the artificially 
high consumption figure of 114 lakh bales 
to a more realistic figure of 106.25 lakh 
bales based on the average monthly con¬ 
sumption during the first lour months, the 
cotton mill industry stands fully exposed 
to the charge of unduly (nflaiing its pro- 


THE MARKETS 

jections of consumption with the sole pur¬ 
pose of strengthening its case for augmen¬ 
ting domestic supply through imports. 
That the CAB should have readily accepted 
at Its previous meeting on December 23 
ICMF’s highly inflated consumption 
figure df 114 lakh bales despite strong 
reservations expressed by the Cotton Cor¬ 
poration of India is perhaps a good 
measure of the equation that the power¬ 
ful mill lobby has come to establish with 
the textile ministry and its related wings. 
The textile ministry which has been 
assiduously pleading for long the in¬ 
dustry’s case for import of 10 lakh bales 
of cotton must be feeling considerably 
embarrassed by the slashing of mills* 
cotton requirements for the season. 

The announcement regarding import of. 
7 lakh bales and the downward revision 
of estimates of mills’ cotton requirements 
have brought about a perceptible change 
in the cotton market scene. Cotton prices 
have come down by Rs 250 to Rs 500 per 
candy in a matter of few days. Far more 
significant than the fall in prices is the 
change in the general market psychology. 
Talking to a cross-section of persons in¬ 
timately connected with the cotton trade 
and industry the impression one gathers 
IS that the highest prices recorded since the 
beginning of i he season are unlikely to be 
seen again and that there is considerable 
scope for prices to decline further in due 
course. There are not a few who think that 
puces may decline to levels where import 
ol cotton would cease to be an economic 
proposition. Lest one gets the impression 
that the anticipated decline in prices 
would seriously aficet growers’ fortunes 
with inevitable repercussions on their 
planting intentions for the next season, it 
needs to be noted that the current kapas 
prices are 65 to 120 per cent higher than 
the substantially enhanced support prices 
fixed for 1991-92 and compared with the 
market prices a year ago they arc 35 to 57 
per cent higher. The increase in lini prices 
works to be even higher. Going by the cot¬ 
ton prices compiled by the Last India 
Cotton Association, lint prices aie 109 to 
167 per cent higher than the support 
prices and 56 to 74 per cent above the 
prices which prevailed a year ago 

In retrospect, it would appear that the 
enormous rise in cotton prices which had 
been causing serious concern was at¬ 
tributable primarily to the industry’s 
altogether unrealistic piojcciion of con¬ 
sumption figure ol 114 lakh bales The 
supply position of cotton has not really 
been as bad and worrisome as made out 
by the industry and endorsed by the CAB 
at Its previous meeting on December 23. 
T he Indian Cotton Mills’ Federation, the 
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chief representative of the cotton mill 
industry, has only itself to blame lor ihe 
lurther loss ot us credibtliiy 
The CtT which has been allowed lo im¬ 
port 2 lakh bales of cotton for meeting 
the hank yarn requirements of handlooni 
weavers is negotiating with the public 
sectoi and co-operative sector mills to 

COMPAINIEcS 


JBI INDl'STRIf-.S showed very en¬ 
couraging performance during the year 
ended June IV9I and with the implemen¬ 
tation ol the diversification programme 
in hand the company expects to do even 
hciic 111 ihe current year, furnover in- 
..ua". d I'v J per cent m the first three 
III.Mill,- ,i| the current year over the cor- 
tv.iiuliii,' ivciiod ol the previous year. 
I he > iMiip.ii.v ai hic*vcd an increase of 26.2 
IV c' :i III net sales m the year to June 
l‘t‘»l (.rowih 111 gross profits was 21 9 per 
cent Howc^er, prolits belore tax improved 
by only 15 4 per cent due to higher depre¬ 
ciation provision. Net profits went up by 
24 5 per cent as the company did not make 
any provision for taxation 

The company produced 3,291 tonnes ol 
crimped, dyed and icMunsed yarn show¬ 
ing an increase ol 2 5 per cent over the 
previous year Production ol trichloro¬ 
ethylene at the Pondicherry unit increas¬ 
ed liom 912 tonnes to 2,101 tonnes. The 
dves and intermediates project at Vapi 
.ichieved a production ol 3K2 tonnes dur¬ 
ing the year as against IK5 tonnes in the 
pievious year 

hxpoii earnings at Rs 4 44 crore record¬ 
ed an increase of 55 2 per cent over 
Rs 2.86 crore in the previous yeai, The 
company cxpecis 'o achieve expoiis ol 
Rs 15 crore m the current year and Rs 25 
crore next year Foreign exchange outgo 
during the year ended June 1991 was a 
mere Rs 0 II crore 

I he companv set up a modern pharma¬ 
ceutical plain lo manulaciiire high tech 
nology injectable sterile antibioiics, both 
foi the domestic and export markets Key 
drug intermediates will also be manulac- 
tured at the same locution The company 
IS also setting up a project lor making 
Isobuivl Ben/ene, a drug intermediate to. 
the manulaciiire ol Ibupiolen. This plant, 
which IS at an advanced stage ot implc- 
nicntatton, is expected lo go on stream in 
December 1992 Another drug interme¬ 
diate from the basic stage will also he 
maniitaciuied at this hi-tech chemical 
complex These piojeds will improve pro- 
liiabiliiv. 


evolve a workable arrangement tor the im¬ 
port of cotton and its conversion into 
hank yarn. Reports arc that the ICMF 
also has expressed its willingness lo supply 
hank yarn at mutually agreed prices with 
a provision for the reimbursement ol the 
difference between the domestic and 
imported cotton 


To part finance the cost of Ihe projects 
under the diversification programme, Ihe 
company has come out with a rights/ 
public issue ol lully convertible (12.5 per 
cent) debenlurcs worth Rs 36 crore 

NIC HOLAS I ABORATDRII S 

Expansion Programme 

NICHOLAS LABORAIORILS. original 
ly a pharmaceutical company, turned into 
a diversified unit with the merger of Gu¬ 
jarat Cilass with effect from April 1990. 
The financial re.sults of the year ended 
March 1991 pertained to the merged com¬ 
pany while the previous year’s data per¬ 
tained only to Nicholas Laboratories 
Both the divisions of the merged company 
recorded encouraging perlormance in 

1990- 91. Net sales showed an increase ol 
91.9 per cent in 1990-91 while gros> pio- 
lits recorded a laster rise ol 101.6 per cent 
Increase in net profits wav 186 7 per cent 
over 1989-90 With an increase of 36 pei 
cent m sales and 88 per cent m net pro- 
lit.s, the working results for the half-year 
ended September 1991 were also impiessivc. 

Ihe pharmaceutical division recorded 
a growth ol 28 per cent m turnover 
Newly-introduced products contributed 
significantly to growth m turnover. The 
glass division al.so achieved a growth ol 
14 per cent in turnover With the doubling 
ol capacity of the soda lime Itirnace to 
130 tonnes per day in March 1991, the 
company expects better performance m 

1991- 92. The company produced 745.75 
million tablets in 1990-91 as against 728.91 
million in the previous year. It also pro¬ 
duced 14.14 lakh litres ol liquids (13.58 
lakh lures in 1989-90) and 0 93 lakh kgs 
ol powder, ointment and creams (I 01 lakh 
kgs in the previous year) and 83 24 million 
capsules (42.75 million m the previous 
year) The glass division produced 1271.79 
lakh pieces ol soda lime and 1267.99 lakh 
pieces of borosilicatc. 

The company has taken up three major 
projects costing Rs 40 crore lor expansion 
of production capacity It is proposed to 
set up a second formulation plant at 


Pithampur in Madhya Pradesh. This pro¬ 
ject IS expected to be commissioned by 
December 1991. Similarly, the company 
proposes to set up additional capacity of 
Ifl tonnes per day of amber/flintvials at 
Its existing location at Kosamba. It is also 
proposed to set up new 90 tonnes per day 
soda lime flint (transparent) glass capacity 
to take advantage of the fast-growing 
markets for items like packaged food pro- 
uucts. soil drinks and liquor. To part 
finance the expansion, the company pro¬ 
poses to issue partly convertible debenture 
of the value of Rs 31 crore on rights basis. 

PIRAMAL SPINNING AND 
W LAVING 

Modernisation Pays 

PIRAMAL SPINNING produced ex- 
teremely good results in the year ended 
March 1991. However, the performance in 
the firs! half of 1991-92 was not very en¬ 
couraging. Despite an increase of 13 per 
cent in net sales, net profits fell by 48 per 
cent over the corresponding period of the 
previous year. The cotton textile industry 
experienced a steep increase ol 35 per cent 
in cotton prices. Even so, the company ex¬ 
pects to improve its perlormance in the 
second half of 1991-92. 

In 1990-91, the company achieved an in¬ 
crease of 19.2 per cent in net sales. Gross 
profits went up by 202.7 per cent and there 
was a steep rise of 624 2 per cent in net 
profits Several lactors were responsible 
for the turn around. Availability of cotton 
at resonable prices coupled with good de¬ 
mand for finished products due to a boom 
in ready-made garments and export 
markets contributed significantly to the 
better performance. Modernrsation enabl¬ 
ed the company to improve productivity, 
reduce costs and change the product mix. 

Export earning at Rs 1.72 crore Increas¬ 
ed by 32.3 per cent over Rs 1.30 crore in 
the previous year Foreign exchange outgo 
was a mere Rs 0.43 crore. The company’s 
attempts to explore new markets have 
been successful and it has received an ex¬ 
port order worth Rs 5 crore for 1991-92. 

The fourth phase of the modernisation 
programme is well under way. The IDBI 
sanctioned a loan of Rs 2.52 crore. It is 
proposed to replace all ordinary looms by 
automatic looms to reduce cost of produc¬ 
tion and fetch better realisation on end 
products. Il IS also proposed to amalga¬ 
mate Niranjan Mills with the company. 

KOTHARl INDUSTRIAL 
CORPORATION 

Quick Recovery 

KOTHARl INDUSTRIAL CORPORA¬ 
TION suflercd a setback in profits and 


Diversifying into Pharmaceuticals 


tso 
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profitability in spite,of an increase of 9.7 
per cent in turnover on an annualised 
basis in the year ended March 1991. Pro- 
lits at the gross level and profits after lax 
and depreciation deteriorated by 13.5 per 
cent and 34.1 per cent, respectively. This 
was mainly due to an all round increase 
in the cost of raw materials (9.8 per cent), 
power and fuel (2S.I per cent) and labour 
(23.9 per cent) and rise in depreciation 
provision (63.1 per cent) and lax provision 
(125 per cent). However, the performance 
of the company in the first half of 1991-92 
was encouraging as net sale and net pro¬ 
fits recorded increases of 16 per cent and 
14 per cent respectively over the corres¬ 
ponding period of the previous year. Judi¬ 
cious purchase of cotton helped the com¬ 
pany to contain the impact of the infla¬ 
tionary spiral in cotton prices. 


Production at the two mills at Coim¬ 
batore was affected by an industry-wide 
strike for 19 days in Sepiember/Ociober 
1990. Nevertheless, there was an increase 
in productivity per spindle at the three 
mills due to the modernisation pro¬ 
gramme and the use of good quality cot¬ 
ton. According to the company, at Adoni 
Mill and Mill No 2 at Coimbatore produc¬ 
tivity per spindle increased by 9 per cent 
and 6.S per cent, respectively, while at Mill 
No I the increase was 1.5 per cent. Under 
the modernisation programme budgeted 
to cost Rs 8.85 crore, machinery and 
equipment worth Rs 4.(K) crore was install¬ 
ed and commissioned. The next phase of 
the programme is expected to be com¬ 
pleted in two years. 

Besides textiles, the company is also 
engaged in the production of tea, coffee 
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1 inani.ial Indicators 

JBI Indusities 

June June 
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1990 1991 
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91 
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97 
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14 
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87S 

Depreciaiioii 

111 
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84 
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03 
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151 
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62 
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Reserves and surplus 

1666 
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342 

401 

882 
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55 
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4 
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1 

1 
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2 
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12 
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4 
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27 65 

10.62 
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-- 
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- 

110 00 

- 
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- 
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— 
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and fertilisers. In 1990-91 the company 
produced I.IQI tonnes of coffee as against 
509 tonnes in the last season. The expected 
harvest for 1991-92 is around 1,250 ton¬ 
nes The company cu''«'d 7,107 tonnes of 
coffee against 7,124 tonnes in the nine 
months of the previous year. The reduc¬ 
tion III coffee curing was attributed to the 
poor coffee crop. At the curing works the 
company incurred a capital expenditure of 
Rs I crore for the installation of 
sophisticated machinery. The company 
also manufactured 27.49 lakh kgs of made 
tea as against 19.28 lakh kgs in the 
previous nine months. The average realisa¬ 
tion was higher by Rs 42.99 per kg as 
against Rs 42 48 per kg in 1989-90. As an 
extension activity, it started marketing 
packed tea. The company has set up a 
modern tea factory at its estate at Water¬ 
fall. The fertiliser division produced 
75,041 tonnes of superphosphate and 
27,526 tonnes of sulphuric acid. With the 
expected completion of the modernisation 
programme costing Rs 1.90 crore during 
the current financial year, the company 
will have a production capacity of 80,0(XI 
tonnes of superphosphate and 40,000 ton¬ 
nes of sulphuric acid. As a part of a diver¬ 
sification programme, the company is 
planning to manufacture granite monu¬ 
ments and markers. The estimated cost of 
the project is Rs 3 89 crore lor a capacity 
ol 10,000 .sq mt per annum of granite The 
ICICI has sanctioned fin^cial assistance 
of Rs 2.70 crorc for the proiect. 

MADHU REFOILS AND 
CHEMICALS 

Capacity Expansion 

MADHU REFOILS AND CHEMICALS 
has .set up a solvent extraction unit of 150 
tpd of oil cakes and a refining unit of 100 
tpd crude edible oil. The company’s plant 
IS located at Chandarda in Mehsana 
district of Gujarat, an oilseeds growing 
area. The company has embarked on an 
expansion programme which will rise its 
capacits uiilisaiion in the rcimerv divi¬ 
sion to 90 per cent and in the solvent divi¬ 
sion to 80 per cent. The expansion pro¬ 
ject IS estimated to cost Rs 424 lakh. To 
raise pan of the finance the company is 
making a public issue of 42.50 lakh equi¬ 
ty shares of Rs 10 each at par for a total 
of Rs 425 lakh. The i.ssue will open on 
March 9 and will be lead managed by BOI 
Finance and Canbank Financial Services. 
The company is hopeful of completing the 
expansion by September this year. In the 
12-monih period ended March 31, 1991 
the company achieved a turnover of 
Rs 18.55 crore on 30 per cent capacity 
iililisaiion ,ind earned a nci prnlii ol 
Rs 10 5.) lakh 
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POLICY WATCH 

An Alternative Economic Survey 

m 

The statement signed by 35 economists last July, shortly after the 
devaluation and before the last budget, seems, in retrospect, to 
have got it right on most of the facts, while the official line and 
its peddlers have turned out to be woefully wrong. 


IT is customary just before the budget to 
survey the economic events of the 
preceding year, and juxtapose claims 
made with the actual outcome. The of¬ 
ficial Economic Survey is supposed to do 
just this, but since it does so officially it 
is less than frank at best of times, and may 
be worse this year coming as it does before 
the presentation of, what an influential 
newspaper has already termed, a Fudge!. 
Publication of this Policy Watch will 
almost coincide with the release of the of¬ 
ficial Survey, and it might be interesting 
to provide an alternative Survey, keeping 
in view particularly the alternative view¬ 
point presented in a statement signed by 
35 economists last July, shortly alter the 
devaluation and before the last budget 

This statement, although quoted widely 
in the press at the time, was derided not 
only officially but^also by large sections 
of the media as providing 'no alternative', 
and was charged with spreading 'un¬ 
necessary doom and gloom’ Those who 
were then starry-eyed about the govern¬ 
ment’s reforms are of course less confi¬ 
dent today, but like Rajiv Ciandhi’s fans 
even in 1989, they retnain convinced that 
the TINA (there is no alternative) factor 
is on their side. A good enough reason to 
resurrect a statement from eight months 
ago is to puncture such deluston An even 
better reason is that those .15 economists 
seemed to hav<; got it right on most of the 
facts, while the official line and its ped¬ 
dlers have tuined out to have been woelul- 
ly wrong 

The statement began by noting that the 
government, faced with a financial crisis, 
had “launched an all-out el fort to obtain 
a large loan from the IMF” and that 
“despite protestations to the conirais, 
domestic policies arc being refashioned in 
keeping with the requirements ol the 
IMF”. It predicted that “the peculiar cl- 
lort at a two-stage devaluation” would be 
followed by “a major hberalisatton of the 
trade regime, the financial structuie and 
industrial policy, as well as a substantial 
reduction m subsidies on food and ter 
tiliscr" All this is of course passe by now, 
and theie is no longei even an attempt at 
hiding the lact that the policv changes 


were externally determined. But, at the 
time government spokesmen were going 
hoarse denying that there was any exter¬ 
nal pressure, and the finance minister 
himself declared that there were no plans 
to seek an Kxtended Fund Facility (EFF) 
loan from the IMF. On both counts, 
thankfully, the government has itscll set 
the record straight by making public the 
letter of intent sent to the IMF for the 
stand-by loan 

A valid point made by government 
spokesmen and their friends in the press, 
both then and now, is that no policy is bad 
just because it is suggested by foreigners 
and these policies need to be judged on 
their merit. Flowever, quite contrary to the 
image thus sought to be presented, ol the 
critics being long on emotion and short 
on reason, the .35 economists did iust that 
On the devaluation, they wrote “The net 
efiect of devaluation will be highci infla- 
tioii, worsening liscal problems, greatei 
recession, or a combination of these Since 
the responsiveness of exports to the steady 
real devaluations of the I98()s has not 
been remarkable, it is not clear that the 
costs of this devaluation will be compen¬ 
sated by increasing exports, especially 
since export subsidies are to be reduced 
even as costs of production rise!’ In com¬ 
plete contrast, government spokesmen 
pooh-poohed the danger of inflation b> 
claiming that the efiect of devaluation 
would be well below 2 percentage points, 
and they also sang hosannas on the 
wonders that it would do for exports. One 
'eminent economist’, later turned govern¬ 
ment apologist and journalist, even made 
the seminar rounds predicting confident- 
K that devaluation would cause exports 
to rise by 40 pei cent this year. 

In fact, exports are down by more than 
s per cent iii dollar terms, and even ex¬ 
cluding the dislocated trade with the 
lormer Soviet Union, the rise of 5 per cent 
IS the lowest in live years. Commerce 
ministry officials now say apologetically 
that excHiris could not increase because of 
the general slow-down in world trade—a 
point made repeatedly by critics ol the 
devaluation at the time, only to be 
dismissed as undue pessimism. As far as 


the inflationary aspects are concerned, 
senior finance ministry officials are now 
on record staling that they undeiestinuted 
seriously the effect of the devaluation on 
inflation. And it is also now openly 
acknowledged that, as a result, the expen¬ 
diture targets in the budget were gross 
underestimates which necessitated larger 
cuts m public investment than planned, 
causing more recession than anticipated. 

The statement recognised that some 
other economists had argued the desir¬ 
ability of IMF-type policies quite in¬ 
dependently of the need for IMF finance. 
But the 35 economists made it clear that 
they disagreed with a supposed panacea 
which relied so heavily on a “supply 
response” in the form of a sudden burst 
of entrepreneurial energy immediately 
following decontrol and reduced public in¬ 
vestment. On the contrary, according to 
them, these policies, essentially defla¬ 
tionary m nature, were “not merely reces¬ 
sionary, affecting industrial demand and 
employment, but also entail cuts in social 
and developmental expenditures, thus af¬ 
fecting both growth prospects of the 
economy and the welfare particularly of 
the poorer sections”. 

In the event, the pa.s! year seems to have 
confirmed these prognostications. 
Although firm figures are not yet 
available, investment is almost certainly 
down from the previous year, industrial 
production has actually declined by 2 per 
cent compared to last year, and there is 
no evidence of either domestic or foreign 
entrepreneurs seizing the opportunities af¬ 
forded by deltcensing to go m for major 
new investment or additional production. 
This may surprise some votaries of the 
policies, including a prominent economist 
now associated with the government who 
had predicted that such liberalising 
measures would lead to a 7-8 per cent 
growth late ol industrial output this year 
But it would come as no surprise to those 
familiar with some observed charac¬ 
teristics of private industrial investment 
and output in India: the demand-driven 
nature of much investment and capacity 
utilisation in industry, the heavy depen¬ 
dence on public investment both for de¬ 
mand reasons as well as in terms of the 
need for more widespread and superior 
infrastructure and access to energy. These 
features in themselves suggest that sub¬ 
stantial reductions in public investment 
would have a negative impact on industry, 
and in the context of other recessionary 
features and policies, would mean a 
significant slow-down in industrial 
growth. In addition, there is the obvious 
point, not often appreciated, that expen- 
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diturc cuis .even when noi referrintt lo 
capital investment, may enuil supply 
shortages as well as demand reductions, 
and indeed if the former outweigh the lat¬ 
ter, even such cuts are simply inflationary. 

The statement had warned of the pos¬ 
sible implications of the cuts in food and 
fertiliser subsidies. Such cuts not only af¬ 
fect the welfare and standard of living of 
important categories of people, but may 
directly affect production. What is parti¬ 
cularly disturbing about the cut in fer¬ 
tiliser subsidies and consequent rise in 
prices was that it was accompanied by no 
systematic strategy with regard to the 
agricultural sector. The confused attempt 
lo install a system of dual pricing in ferti¬ 
lisers was doomed to failure from the 
start, and the suspicion that increased fer¬ 
tiliser prices would lead to some reduction 
in use and consequent declines in farm¬ 
ing productivity also appear to have been 
confirmed 

The impact ol this set of policies, in 
terms of intlaiion and unemployment hil¬ 
ling the poorer sections in particular, was 
a major concern of the 35 economists. 
The experience ol the past year has been 
such as to make these concerns even moie 
marked Innatioii m the consumer price 
index lor agricultural labourers has been 
around 20 per cent, and that lor urban 
labourers also higher than the high infla 
non rate according to the wholesale price 
index Ihe price rise has once again 
become a political issue, even though 
those who are most ailected by it have not 
yet raised ibeir voices elleetively And 
these price increases entail even more 
savage cuts in the real incomes of the 
working classes, because they come as 
unemployment is on the increase, imply¬ 
ing that one wage now has to support 
more non-carning dependents. As far as 
unemployment goes, organised sector 
employment generation has not only 
come to a standstill, but lock-outs and lay¬ 
offs are generating substantial increases 
in de facto unemployment in the in¬ 
dustrial sector. In the unorganised sectoi, 
even modest estimates brought out by 
such outposts of the fina!'.<.e ministry as 
the National Institute lor Public Fmaiicc 
and Policy suggest that the uiiemplosmeiu 
fall-out of these policy measures mas 
involve between 3 and 4 million additional 
workers per year And, even this is 
thought to be an underestimate by many 
economists. 

The statement of the 35 economists did 
actually provide the bare bones of an 
alternative set of policies. They had 
argued as follows; “While there is definite¬ 
ly need to reduce the fiscal and external 
imbalances, the mechanisms of ensuring 
this should.fnciude a more restrictive im¬ 
port regime, that corrects for the foreign 


exchange profligacy of the I98Qs, a reduc¬ 
tion in the revenue deficit of the govern¬ 
ment through increased direct taxes and 
rationalisation of expenditures and the 
provision of incentives .in the form of 
tradable REP (Exim scrip) licences to 
those who earn hard currency through ex¬ 
ports. This would improve government 
finances, while allowing some expansion 
in subsidies targeted at the poor, providing 
employment guarantees, raising expen¬ 
ditures on education, health, sanitation 
and drinking water and increasing capital 
expenditures aimed at raising the growth 
potential of the system A gradual pro¬ 
cess of trade reform that helps enhance 
competitiveness without leading to 
closures and unemployment, a balanced 
approach to foreign investment and 
technology, special incentives to non¬ 
resident Indians and efforts at saving 
foreign exchange by cutting back on some 
mega-projects of doubtful value, could all 
play a role^ 

Given (hat these 35 economists were 
derided as presenting ‘no alternative’, it is 
interesting to note how many of their ideas 
were actually taken up by the government, 
and then subsequently botched. In the 
past year, what has ically kept the trade 
balance in check and imposed some 
degree of stability on the external account 
has been the severe import cuts imposed 
late in 1990 and continued by the new 
government The idea of using Exini 
scrips to provide incentives to exporters 
and achieve some balancing of trade was 
welcomed by all, including recently a 
German business delegation who thought 
It a brilliant idea and suggested it to the 
Commonwealth of Independent States, 
but our own government has played ducks 
and drakes with it Not only have frequent 
additions and deletions from the list ol 
imports on the Exim scrip route made it 
a totally unpredictable incentive for ex¬ 
porters, the scheme has not really been 
given a chance as an alteiiiativc to 
bureaucratic import controls, even as the 
latter are being lifted. 

Indeed, the lifting ol import controls 
on the totally spurious ground that 
customs revenues will thereby rise, and the 
wholly unsubstantiated argument that 
these, rather ihan contractionary 
budgetary cuts and high interest rates, 
caused industrial production to fall, arc 
symptomatic of the loose thinking or 
sheer desperation in the face of foreign 
pressure now current in government 
Similarly, the foreign exchange balancing 
announced in the industrial policy for new 
private foreign investment was a good idea 
now almost discarded, probably because 
of external pressure. In fact in government 
thinking today it is as if, unlike foreign 
borrowing, foreign investment involves no 


cost at all and almost any concession'is 
worth making. Yet, despite concession 
after concession, the $ 210 million of such 
investment approved in 1991 is only very 
slightly up on the S 195 million approved 
in 1989 in those evil investment-unfriendly 
days. 

Much more, over $ 2 billion, has come 
in through the two NRI schemes. Yet, the 
statement’s passing reference to incentives 
for NR Is, without of course any sugges¬ 
tion to provide amnesty for tax evaders, 
was cause for much mirth in media and 
official circles at the time. However, the 
main point made by the 35 economists 
was that foreign inflows alone were no 
solution to a debt problem caused by too 
great a reliance on foreign borrowings in 
(he past; that the real solution lay in 
cutting waste and unnecessary profligacy 
at home; and that if this is to be done 
without stagflation and undue hardship 
to the poor, both direct taxes and govern¬ 
ment social and infrastructural spending 
needed to be increased while cutting the 
fat in bureaucracy and purging'investment 
plans of grandiose projects. This govern¬ 
ment has also accepted in principle the 
need for increasing direct tax collection, 
although little has so far been done to ac¬ 
tually achieve this. And, it too is toying, 
so far unsuccessfully, with schemes to 
restrict investment in mega petrochemical 
projects. The point is that almost every 
suggestion made by the 35 economists was 
implicitly found workable by government, 
and would have been successful had not 
they been either abandoned before they 
could work or implemented so half¬ 
heartedly that they could nut possibly 
work. One reason for (his may be the in¬ 
compatibility of such policies with the 
ideology underlying the general Fund- 
Bank package which despite its evident 
failure around the world, and so far also 
in India, remains the guiding framework 
of current government strategy. 

The other main rea.son for policy failure 
relates to the nature of our ruling 
bureaucracy. This is a deeper political pro¬ 
blem which affects both medium-term ad¬ 
justment and long-term growth. The 35 
economists had recommended “a careful¬ 
ly modulated reform programme, wherein 
the highest priority is given to raising the 
productivity of ail Indian workers through 
better education, while the system is 
debureaucratised and strengthened before 
subjecting it to international competition 
in a fundamentally iniquitous world 
system” Indeed, debureaucratisation can 
be said to be one area on which there was 
complete consensus throughout the 
political spectrum. And, most glaringly, 
this IS an area where the current reformers 
despite ail their ideological moorings have 
not been able to make any significant 


Economic and Political Weekh Februars 22, 1992 


383 



impact at all. 

On the contrary, even the most hide¬ 
bound bureaucrats are quickly picking up 
the nevs jargon vshiledoing m hat they ha\c 
always been besi at—serving their own in¬ 
terests And. because the level of nervous¬ 
ness regarding the outcome of poltcy ts at 
a record high in government today, these 
cllorts sometimes look particularly 
desperate, lor example, while bureaucrats 
now talk approvingly ol retrenching 
labour in public sector units, the bureau¬ 
cracy Itself seems immune to any real cut 
despite the redundancies caused by reduc¬ 
ed licensing True, some posts have been 
declared redundant but there is no retren¬ 
chment at all. And at the ground level, 
'inspector raj' is quickly Idling up any 
space opened up by reduced ‘licence raj’ 
More glaringly, almost all the departments 
which are at risk of being declared redun¬ 
dant are those with mainly technical 
personnel and involve very lew IAS and 
other purely administrative jobs In the 
meantime, there are reports that the 
officers are worktng out a scheme whereby 
they can move temporarily to the private 
sector and then return to government with 
seniority piotected and no questions asked 
about divided loyalty oi conflict ol 
interest. 

Senior bureaucrats arc also busy 
eroding the autonomy of the so-called 
autonomous bodies in an el ton to retain 
their own clout C uts are tailing selectively 
without any assessment ol need or merit 
on autonomous units rather than on 
government departments, and bureau 
crats’ irregular demands upon F^SU 
resources are also said to be at an all-time 
high. This makes nonsense ol the exhor¬ 
tation that such enterprises should 
become completely tnarkei-orienied .And, 
in a recent move, totally coniraiy to the 
very idea of PSIJ autonomy, the govein- 
ment has instructed PSlJs to stop new 
recruitment, well helore such an insiruc 
non has been-given to governineni depaii- 
ments Increased bureaucratic intervention 
seems imminent also in the field ol educa¬ 
tion. which loo every one lecogniscs as 
crucial but which is almost certainly 
dcsiqied not only for expenditure cuts but 
also to be subject to policies likely to stific 
all creativity And it is probably only a 
matter of time that such erosion ol 
autonomy extends also to the functioning 
of states 

In other wcvrds, quite contrary to its 
stated aim of reducing the burden of 
government, the current policies seem to 
be going hand in hand with an increase 
in the administrative deadweight on ihe 
more necessarv luiictionsot the state, even 
as thcic IS a double scpieeve through ex- 
isenditure cuts Ironi which the administra- 
iion Itself seems immune The really 


Irightening fact is that this is not just a 
temporary lapse in an otherwise well 
thought out programme implemented by 
honest and clever people. Only a little 
reflection should make.it evident that if 
policies designed by bureaucrats in distant 
Washington to serve their own metro¬ 
politan masters is to be implemented 
locally by a cabal with very little political 
or popular support, the power of the ad- 


I- VLkY I HINC’i that is best, alliuctivc, ap 
pealing and seductive becomes a heartbeat 
of Americans. Turn to the sound bites on 
television, and you arc taken in by a lilting 
line from a crooning soprano, that 
Nissan’s aquiline Infinity is a heartbeat ol 
America. You turn, another tune, to your 
set, you will end humming a tune of Coco 
Chanel being your another heartbeat. You 
then see a stunning beauty, sensuous and 
smashing, and you tall head over heels 
calling hei your heartbeat £-verything ituii 
IS beautiful, makes your hie pleasurable 
IS your heartbeat. And yet you do not 
know the agony and aiiget ol the hearts 
that miss their beats Now a startling story 
IS out m the media about two drugs that 
arc supposed to save the lives of people 
with a heart problem, but instead ol 
relieving their heart ailment, these diugs 
and then life-saving qualities may well in¬ 
duce lethal heart attacks Even those with 
sound and healthy hearts may be in 
jeopardy, knowing the late that may await 
them, should they have to lake these drugs 
any lime 

A paladin ol the new heart-treating 
drug TPA IS the prestigious Genetech, 
now majority owned by the Swiss drug 
company Hoffmann-La Roche. One dose 
of It costs S 2,200 and if yi>u survive at 
all with this drug, you may pop off when 
you receive the bill Medical practitioners 
have a Pangalosian faith in this drug that 
It would div‘ live easily clots in the 
arteries I f w hat has now come out about 
It IS known to heart patients, a clot in their 
arteries may be dissolved but another one 
111 their brains may develop. There is 
another drug Sircptokiiiase, equally po¬ 
tent and with more or less the same pro¬ 
perties, which has been selling for the last 
lew seats and is priced around S 100 pei 


ministrative and coercive elite must in¬ 
evitably increase. This is why the current 
strategy, unlike the alternative of the 3S 
economists whose success depends on 
domestic political mobilisation and decen¬ 
tralisation not on satisfying foreign 
masters, is likely to fail and also be a 
threat to democracy even if the details in 
the economic prescription are somehow 
got right. 


dose. The question ol questions is why, 
why on earth, the other drug is not 
prescribed in this land where 30 million 
people arc without any medicare. 

To ask such questions is to make a fool 
of yourself, is a smidgen on your intel¬ 
ligence. This country is a country of not- 
so-hidden persuaders, who force you to 
buy a costlier drug when a cheaper one 
IS available. It is a case of forced freedom. 
And hear this hair-ratsing story of how 
this freedom is forced down the throats 
ol heart patients in America—both literal¬ 
ly and figuratively 

The battle ol the two drugs is on, the 
battle started with the marketing blit¬ 
zkrieg by the pharmaceutical firm 
Cienetech by spending millions of dollars. 
There is no difference between the 
Genetcch’s TPA and Streptokinase, 
Cicnetech’s phony research to prove other¬ 
wise notwithstanding. A well known car¬ 
diologist in California, Harold Karpman, 
excoriated Genetech: “they continue to 
always find a reason, cleverly so; those 
studies proving TPA better than Strep¬ 
tokinase are not valid”, he said. Another, 
Stanley D Bleich, of Tulane University was 
more forthright, “I cannot in my mind 
morally, ethically, say, 1 really think this 
drug IS belter, but I am not going to use 
It because it is more expensive. If it was 
vour heart, what would you want?” 

Notwithstanding all this, TPA sale pro¬ 
ceeds amounted to a fantastic sum of 
S 210 million against a piddling of S S 
million for Streptokinase. Did the patients 
foot this bilf on their own? Certainly not, 
the medical profession is mortgaged to 
Cienetech. Some cardiologists were so en¬ 
thusiastic about TPA that 11 of them 
bought (jenetech shares. And they were 


POTOMAC MUSINGS 

Heartbeats of America 

Uoena Khatkhate 

What is one to say about the most advanced society in the world, 
and the richest, where millions of people cannot afford medical 
care because of low incomes or artificially jacked up medical 
costs ? 
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the ones Mho have been insolsed in a 
clinical irial comparing TPA and Strep- 
lokinase that Mas sponsored by the 
National Institute ol Health. There are 
IMO other cases—tMo cardiologists Mho 
acted as counsellors to the firm Mere 
ottered stock options. The House C'oni- 
niittce on Oosernmeni Operations found 
"repeated examples of more positise 
esaluation of TPA by scientists Mith rela¬ 
tionship Mith Genelech compared to 
scientists Miihoul such relationships". 
Some doctors quickly published informa- 
iion from the health institute's trial that 
Mas favourable to TPA but did not publish 
data shoM'ing some draMbacks until two 
years later. A Bosky, a Milikan could go 
to jail lor inside trading but not these 
doctors Mho recommend drugs on- false 
grounds and bus slock of the firm pro¬ 
ducing them. The medical practitioners 
are untouchable like the Chicago gangster 
El Capone. They arc beyond not only the 
lass ol the Securities and Exchange Com¬ 
mission, but beyond any lass of the land 

Tsvo heart drugs have disproved the two 
laM's in economics, Gresham's lasv and the 
demand and supply laM ol pricing Unlike 
Gresham's laM under Minch bad coins 
drisc good coins out of circulation, one 
good drug drives another good drug out 
of the market. Again svho says that a high 
priced commodity is competed out by a 
low priced commodity with identical at¬ 
tributes? The pharmaceutical companies 
producing these heart drugs and the 
medical profession have discovered a ness- 
law of demand and supply The low price 
of Streptokinase made it impossible for 
Its producers, Astra Pharmaceutical Pro¬ 
ducts and Kabi Pharmacies, hold their 
own in the market against Gcnetech. So 
they raised the price of their drug to 5 .?(X), 
so that they could spend more on 
marketing. So yon brush up your 
economics. Now if the price of a product 
IS higher than the price of its substitute, 
the price of the former should further rise 

The phalanx of Genetech salesmen, 
some 300, is on the march with egregious 
sales techniques. They cook up argu 
ments, falsify trial test results and even use 
threats in a subtle fashion. One Dr Perrs 
betrayed his character when he said that 
he chose TPA not on the basis ol scien 
tific literature and his experience, but 
bec 3 u,se Genetech's marketing inlluenccd 
him. “1 cannot deny that more arguments 
you hear from one side, there is no ques¬ 
tion there will be influence” Another 
doctor from Mount /ion Medical Centre 
in San Francisco was anguished that the 
Genetech salesmen “made our lives 
miserable. There was a time that drug 
representatives were a help to me. Now it 
is not unlike insurance salesmen and car 


salesmen All they care about is a bottom 
line!' One common gimmick has been to 
play upon doctor's fears of malpractice 
suns. They would go into physicians' 
ofEices and say “If you don't use TPA, you 
are setting yourself up for a liability", said 
one doctor lames Selcxan They also use 
psychological warfare, frightening in its 
application and devastating in its impact. 
“Which drug, doctor, would you prefer", 
they would ask “if you were to have a 
heart attack?" The issue is clinched, the 
bluff has worked, and the coffers ol their 
employers are filled to the brim 

The promotion of TPA has also 
adopted guerrilla tactics. It gets hold ol 
nurses in the emergency ward, pays them 
richly so that they can train others in the 
use of drugs. Then their agents are right 
in the place where drugs are used for 
treating patients. The company has also 
tried to interfere with new clinical trials 
that could challenge the superiority ol 
TPA. The CO ordinaiors ol the American 
parlies of a lecent trial known as Isis-I 
complained that (ieneiech salesmen told 
doctors that they would be endangering 
their patients by enrolling them in the trial 
instead of administering them TPA. 

This IS not merely a tale of two heart 
drugs. It IS a tragic saga of the whole 
medical care system in the country ol 
Abraham Lincoln loday there is one 
drug, tomorrow it is another given to 
patients with mental depresston Doctors 
have prescribed it, the Drug Administra 
tion has appiosed it. the mentally ill 
people have taken it Whether depression 
has abated or not is a moot point, but the 
patients have damaged their brain cells 
and this was all discovered alter 15 years! 
With sunken eyes and ashen face a totter 
mg body of an Aids-afflicted girl in her 
teens, Hergalis, narrated a story of man's 
sins against woman, of lawmakers’ insen¬ 
sitivity to the tribulations and trials of the 
helpless in society and of the criminal 
apathy of the medical profession. Visiting 
a dentist in the innocence of her youth 
and with faith in his powers to cure her 
humdrum type of ailment, she never knew 
her fate. When she heard that the dentist 
died of Aids, she got her blood tested. It 
was HIV positive. She knows .she will soon 
be no more. But she wants to spare other 
innocent people her tragedy. She and her 
hapless parents carried their battle all the 
way to the US Congress to convince the 
government that they should do some 
thing to improve the disclosure require¬ 
ments for doctors. Sure enough, the 
medical lobby was up in arms with con¬ 
voluted arguments against a dying girl 
Thwarted in her mission but undefeated 
in spirit, she screamed in her feeble voice. 


“sou bastards are the murderers of the 
>oung and the innocent. You commit sins 
but the> are visited on poor us!’ Mothers 
cried, fathers were enraged but the law¬ 
makers passed to the next item on the 
agenda It was another day in their busy 
lives. 

One never knows how long a band of 
doctors would go on as a death squad. For 
a large majority of people, medical caie 
IS beyond reach. The cost is prohibitive 
not because the cost of medicine is high; 
not because techniques have become ex¬ 
pensive. It IS just the making of an unholy 
alliance of lawyers, doctors and politi¬ 
cians, and IS made so by the greed of this 
acquisitive society. If the government is 
sensible, the medical system can be chang¬ 
ed on the lines in Great Britain or Canada. 
But this country is a lawyer’s paradise and 
IS a heaven lor doctors. They restrict en¬ 
try into the profession without raising 
anybody’s eyebrows, artificially rig up the 
cost of drugs m tandem with the phar¬ 
maceutical companies and resist all ra¬ 
tional reform of the medical care system. 
They all dance a tango to the market 
economy and its virtues but conveniently 
Ignore what a market economy in their 
neighbouring country Canada has achiev¬ 
ed in setting up a humane medical care 
system or what West Germany has done. 
This IS not the ‘kinder’ capitalist system 
which president Bush boasts about, this 
IS predatory capitalism 

Not for this society arc living bodies 
It sheds tears only for babies unborn, they 
beat then breasts lor the useless foetus 
flushed out through abortion For them 
It IS a real thing, not the young girl dying 
of Aids because of her doctor’s crimes, 
nor the young boy fighting his mental 
disease with a wrong drug. An American 
visiting India will write in righteous wrath 
about the 'dais’ in India’s villages trampl¬ 
ing on the bellies of pregnant ,women, to 
pump out their babies. It is cruelty in all 
Its hideousness. They would term it an¬ 
nihilation of the female if they see in 
Indian cities doctors applying the am¬ 
niocentesis lest to women and aborting 
them on determination of the sex ol the 
foetus It IS all an unpardonable crime 
against humanity, but at Icasi it has the 
extenuating circumstance ol ignorance 
and superstition bred by cultural and 
etonomic bavkwaidncss W hat wv)uld vou 
sav about ihc most advanced sociciv and 
the richest at that, where millions oi 
people cannot aflord medical care because 
ol low income oi arlilicially jacked up 
medical costs’ They live in one 
abominable bell I’eihaps the number 
sanctities the deaths that occui heie. as 
It did in the world ol ( ha i lie ( haplin's 
Monsieur Verdoo 
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CIVIL LIBERTIES 


Can a Source Sue a Journalist? 

\ <» Nooruiii 


Cun u journalist \oluntarily disclose a source of information in 
hicuch of a promise ol secrecy to the source? Jherc is no ruling 
ol Indian courts on the subject, hence the recent inline ol the US 
Supreme Court in this regard is instructive. 


IHI ‘iicl.r iiiMics ihc scribe, (o use ihe 
liiit-o til suirem lournalism. and ssaxes 
cliH)ueni lor hours Hui the man was 
Laietiil to stipulate 'all this is off the 
iccotd' I he journalist agrees But “ease 
lesanis sows made under pain”, as Milton 
vs role I spetiall> il the ease is coupled 
ssiih applause b> lellow scribes 'What a 
line iniei'iew Only, il you were to mcii- 
iioii the neia's name, cunseguences would 
lollow And you will become a name’ The 
stipulation IS blushed aside 

Next da>, the neia is livid when he finds 
his ideniiis roealed and his faith betrayed 
( onsegiieiices do lollow Odtum and, in 
cases, esen the order ol the bool from the 
pails or ihe ininisirs oi both fan he sue 
the louriialisi ’ 

No such case has yet arisen. As it is Ihe 
law IS uiietls backward in not affording 
pioieciion to lournalisis who very rightly 
iclusc to disc lose sources I his right, it is 
subniiiicd. IS inherent in the lundamental 
riyhi lo Itecdoni ol speech and expression. 
I he Siipicinc ( ouri has repeatedly held 
ih.ii ihis right c'oseis freedom of Ihe press. 
\ncl 11 IS a lac I ol lile, acknowledged even 
bs coiiiis elsewhere, that unless journalists 
aic I'loiccled against compulsory dis- 
clositic ol sources news gathering would 
beci'inc an impossibility and Ireedom ol 
I he press reduced to a naught The com¬ 
pulsion may be exercised by the govern¬ 
ment In this case the protection must be 
total It the co.iris demand disclosure Ihe 
protection cannot be total 1 he public in¬ 
terest III discloAiiic, say ol the perpetrator 
ol a murdei, must be balanced against the 
competing public interest m pioiecimg Ihe 
journalists Irom compulsors disclosure 
lhai balance emh the couiis can strike 
Our legislation docs //oi m so many words 
lecogmse this It is wcrelully inadeguate. 

It IS against this backgiound that we 
must consicici the coiiceise case of a 
journalist hmisell voluntarily disclosing 
a source in breach ol his promise of 
secrecy to the souice Since we have no 
ruling ol Indian courts on the subject, the 
recent ruling ol the US Supreme Court is 
of high fwrsinj.sne auihorily. 

The facts were these. During the closing 
days of the 1982 Minnesota gubernatorial 
race, Dan Cohen, an active Republican 
associated with Wheelock Whitney’s 
Independent- Republican gubernatorial 
campaign, approached reporters from the 


Pioneer Press and the Stur tribune and 
olfcied to piovide documents relating to 
a candidate in the upcoming election. 
( ohen made clear to the repoticrs that he 
would provide the information oiib if he 
was given a promise of conlideniiality. 
Reporters from both papers promi.sed to 
keep Cohen's identity anonymous, and 
Cohen turned over copies of two public 
court records concerning Marlene 
Johnson, the f)emocratie-Farmer l.abour 
candidate loi lieutenant governor. After 
consiiiialion and debate, Ihe editorial 
stalls ol the two newspapers independent¬ 
ly decided to publish Cohen’s name as 
part of their stories concerning Johmson 
The same day the stones appeared, Cohen 
was fired by his employer. Cohen sued the 
respondents, the publishers of the Pioneer 
Press and Star Tribune, in Minnesota 
Slate Court, alleging Iraudulent 
misrepresentation and breach ol contract 

The trial court awarded ( ohen 
S 2,00,000 in damages. But the Supreme 
Court of Minnesota set aside the judg¬ 
ment on the ground that the consliiu- 
iional guarantee of freedom ol the press, 
embodied in the First Amendment, pio- 
tected newsmen from such law suits. The 
Supreme Court of the United Slates set 
aside the State Supreme Court’s judgment 
but by a narrow majority of 5 to 4. That 
does not mean that Cohen gets Ihe 
$ 2,00,000 awarded to him. The case was 
remanded back to Minnesota’s Supreme 
Court whether to reinstate Ihe award or 
not. 

Cohen had filed the suit as on a breach 
of contract. The trial court treated it as 
one on ‘promissory estoppel’, a legal con¬ 
cept that holds people responsible for 
assurances on which someone else relied 


to his/her detriment. Our Supreme Coun 
has held governments responsible on the tj| 
basis of the doctrine of ‘promissory estop¬ 
pel’. In Minnesota it has received statutory 
sanction. A person is liable in India for 
breach of contract and the tort of fraud 
or misrepresentation. 

The reasoning of the majority of the 
US Supreme Court is interesting. Justice 
Byron R White said “The publisher of a 
newspaper has no special immunity from 
the application of general laws. He has no 
special privilege to invade the rights and 
liberties of others.” There can be little 
doubt that the Minnesota doctrine of pro¬ 
missory estoppel is a law of general ap¬ 
plicability. The respondents had argu^ 
that permitting Cohen to maintain a cause 
of action for promissory estoppel will in¬ 
hibit truthful reporting because news 
organisations will have legal incentive not 
to disclose a confidential source’s identity 
even when that person’s identity is itself 
newsworthy. But if this is the case, “it is 
no more than Ihe incidental, and constitu¬ 
tionally insignificant, consequence of ap¬ 
plying to the press a generally applicable 
law that requires those who make certain 
kinds of promises to keep them". 

The minority’s argument was cogently 
expressed by Justice Harry A Blackmun. 
“There can be no doubt that the fact of 
Cohen’s identity expanded Ihe universe of 
information relevant to the choice faced 
by Minnesota voters in that state’s 1982 
gubernatorial election, the publication of 
which was thus of the .sort quintessentiaily 
subject to strict 1 irst Amendment protec¬ 
tion. The propriety of his leak to respon¬ 
dents could he taken to reflect on his 
character, which in turn could be taken to 
'cfiect on the character of the candidate 
who had retained him as an adviser. An 
election could turn on just such a factor: 
if It should, I am ready to assume that it 
would be to the greater public good, at 
least over Ihe long run.” 

il seems that what turned the majority 
against the journalists was their feeling 
that the press warns ‘limitless protection’. 

It IS a wrong impression. The press must 
remove it. 


For the Attention of 

Subscribers and Subscription Agencies 

Outside India 

Il h.iMoim III our noiKt ihji j logv iiuiiilH-r ol subsinpiions lo the //'W ln>ni ouisiik- 
iIh loiinirv logvihir \v iih the viihsiripiion pjv mcniv wni u> cupposeil cuhsiription Jiginis 
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siihsiripiions logi llu r n nil ilu jppropriju nniitunivs niusi lx lor» 4 iUcii lu us Jixl mil 
lo uii.iiilhorissU ihinl partus m inUu 

VXi i.ik( no ri sp<insihiliiV «hj| .1 xnt r in nspu 1 ol suhscoptions luH rt-gisu-rcU wilh us. 

MANM.I-K 


.186 


Economic and Political Weekly February 22,1992 



POLICY POOTTNOTES 


Bank Profitability and Priority 

Sector Lending 

From Populism to Impressionism 

1) IN Ghosh 

The curtailment of the target of priority sector lending to 10 per 
cent, as urged by the Committee on the Financial System, will 
send an unfortunate signal to the dispensers of credit that the 
basic objective foi which priority sector lending was developed 
two decades ago is being diluted. Policy-makers in developing 
countries will from time to time find that they have to reconcile 
conflicting objectives, but tlrey cannot afford to let crucial 
economic agents, such as banks and financial institutions, choose 
the easy way out of such situations. 


THE efficiency of any financial system, 
given a supportive policy regime, depends 
largely on the competence and integrity of 
the institutions comprising it. As any reform 
programme has to be undertaken by the 
banks and financial institutions as continu¬ 
ing entities, what becomes crucial for its sus¬ 
tainability IS their viability and the effec¬ 
tiveness of the regulatory agencies 

The Committee on the Financial System 
starts with the focus on the viability ol 
public sect 9 r banks and the factors it con¬ 
siders as responsible for its erosion. The 
pressure on profitability, as is to he expected, 
has come from both sides—income avail¬ 
ability and growth ol expenditure. On the 
income side, the impact of two brpad policy 
objectives has been highlighted: directed iii- 
vesunent in terms of the minimum statutory 
liquidity ratio and directed lending to priori¬ 
ty sectors 

The statutory liquidity ratio has increas¬ 
ed progressively over the Plan periods. The 
minimum statutory requirement for invest¬ 
ment III government and trustee securities, 
inserted as a prudential measure at the lime 
of the enactment of the Reserve Bank of 
India Act, was raised from lime to lime lo 
pre-empt increasing resources of the banks 
for financing Plan expenditure The yield on 
these investments being lower than the ad¬ 
vance rate, banks wete being deprived ol the 
potential income that would have accrued 
to them had these resouiccs been deployed 
in more prolitabic asi-nues However, the 
extent ol such potential income the banks 
could have foregone is a matter of debate, 
considering the order of provisions they have 
been making out of their income Irom ad¬ 
vances, apart Irom the amount not provided 
tor because of inadequacy of income, 
smuggled in the lootnotes to their balancc- 
' sheets Bankers undergoing the excruciating 
exercise ol draw ing up a pa'scntable balance- 
sheet confide, though not lor public con 
sumption, that in a sense yields on SI R 
come as a steady stream and it is arguable 
whether the yield on advances after allow¬ 


ing lor provisions for bad and doubtful 
debts has been all that much higher than the 
steady yield on SLR investments. The report 
contains no daia as to the extent ol poten¬ 
tial income that the banks would have lost 
in consequence of the progressive increase 
in SLR, but even it its impact were neutral, 
the reduction in SLR on a progressive basis, 
as recommended by the committee, would 
enable the banks to have more manoeuvr¬ 
ability |ti planning their portfolio of 
advances and would certainly help to 
aclivaie the government bond market. 

The second macro-economic policy which 
m the opinion of the committee has allected 
seriously the viability of the banking system 
IS the directed credit prtrgramrne (erstwhile 
priority sector lending) The message is 
simple dilute the thrust to develop credit 
programmes intended to bring those who are 
outside the market mechanism within the 
system. Indeed, in lhal sense the Integrated 
Rural Development Piogrammc (IRDP) was 
a unique experiment Tins programme, 
developed as the core cTcinenl in priority 
sector lending, has been dismissed in one 
sentence “Subsidies m some of the develop¬ 
ment progiammcs, i e, IRDP, should also be 
withdrawn as they have distorted the pattern 
ol lending" (p 4K) Where and what is the 
distortion? Is it disloilion to help finance 
activities loi borrowers who would not 
otherwise have been able lo undertake these 
I’trn ai the rate prevailing in the organised 
«'< lor'! Is It a distorted objective to attempt 
to bring progressively a large segment ol our 
lural population within the ambit ol the 
organised credit market? The IRDP is also 
not a wholly subsidised credit programme, 
lot a pan came Irom the budget as a sub¬ 
sidy, a pan by way ol contribution Irom in¬ 
dividual boriowers and the remaining part 
Irom the linancing bank An element ol 
concession or subsidy lor the rural poor, not 
lor consumption loans but for encouraging 
productive activities with part subsidies from 
the government is an instrument of en¬ 
lightened non-market intervention in our 


credit structure. Certainly, this is not credit 
distortion, but days have changed and sub¬ 
sidy per se has to be eschewed at all costs: 
so read the following; 

Institutional finance (even if it is not subsidis¬ 
ed overtly or otherwise) is in any case a 
cheaper source of finance than the alternative 
of obtaining it from the unorganised or in; 
formal sector. There is no need for the fur¬ 
ther element of subsidy which only weakens 
the ability of the banking system to build its 
strength to extend the coverage of credit even 
wider. In this sense, there is a regressive 
character to the subsidisation in that the 
hengficiariei of subsidies have become a new 
class of the privileged whose sansfaction is 
at the expense of those continuing lo be 
denied the benefit of inslitulional credit 
(pp 32-33, iiatics ours) 

Some consolation, indeed! Some members 
of the hitherto neglected sectors have 
upgraded themselves to become ‘privileged’ 
over the last two decades. 

Apart from overt subsidisation, loan 
delinquencies should also be viewed, the 
committee asserts, as “unintended and un¬ 
warranted subsidisation with attendant 
adverse effects on tncome and profitability” 
(p 33) If delinquency in the directed credit 
programme is what is worrying the commit¬ 
tee and has prompted it to suggest ‘con¬ 
solidation', then, equally, the large level of 
delinquent loans which have infected the 
traditional sector should have prompted the 
committee lo suggest a curtailment of lend¬ 
ing to these sectors 

Yes, there has been a review of advances 
to the traditional sector (about half a page 
as against 14 pages covering what the com¬ 
mittee considers to be the negative features 
of the erstwhile prioiity sector programme); 
Altogether, the proportion ol ihe infected 
portfolio in agriculture and small industrial 
credii IS estimated to be as high as over 20 
pel cent It might be pointed out at this stage 
lhal not all the contamination ol the loan 
portloliu in terms ol delinquent accounts can 
be laid at the door of directed credit pro¬ 
grammes ill the priority sectors. There i\ at 
least as much incidence of delinquency in 
respect of the conventional h e, medium and 
large scale! sectors as there is in the case of 
prioriiy sectors. The phenomenon of credit 
10 ‘sick’ industries is the most icTling evidence 
ol this Apart troni the delerioralion in credit 
accounis in respect i>l these iiidusines, banks 
have been, through general and sometimes 
specific msiruetions Irom gosernmenis, both 
at the centre and ihe slates, been forced to 
conlinue extending ciedii lo sick mdiisirial 
units ollcn agaiiisi iheir bellei commercial 
judgment Banks have also had problems 
arising Irom Ihe ‘adsice’ liom BU R and 
directions even Iroin courts to extend credit 
10 sick units 1 his could be regarded as a dif 
feiciil form of directed ciedil There is, 
therefore, urgent need lo address the issue of 
inteelcxl loan portfolio lo Ihe saiious dircx’ied 
credit sectors (p 31, italics ours) 

There is at least 'a grudging admission that 
there is as much incidence ol delinquency 
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in tespect of loans in the tradiiional sectors 
aTTor the priority sectors. If delinquencies 
are unintended and unwarranted subsidisa¬ 
tion has been construed as one of the 
reasons for suggesting curtailment of credit 
to the priority sectors, should not at least 
the same logic apply to the traditional 
sectors? But how can the same logic or yard¬ 
stick apply? Would that not be unfair? 
Should we not first correct the distortion of 
excess credit to the priority sector? Read the 
following observation; 

Given the overall resources constraint, an in¬ 
crease of credit to the priority sector has 
meant a certain pruning of credit to the other 
sectors (p 13). 

We are hearing this for the first time: but 
the committee must have been privy to data 
which have ted it to come to this startling 
conclusion. Over the last two decades, we 
have been harbouring the impression—now 
it seems erroneous after reading the commit¬ 
tee’s Report—that it was excess credit to 
trade and industry that was to be curtailed, 
that it was because of the fact that the rate 
of credit to trade and industry was, even 
allowing for inflation, running ahead of 
their genuine need-based requirement, that 
the Reserve Bank instituted the Credit 
Authorisation Scheme (introduced prior to 
nationalisation in 1965 and revamped sub¬ 
sequently in the early 70s) and appointed 
committee after committee to regulate and 
curb the excess flow. But the scenario and 
perception must have drastically changed; 
and so how do we disagree with the com¬ 
mittee’s impressionistic judgment’’ 

Anyway, we should now consider our¬ 
selves better informed. Consolidate ihcmiore 
“the quantitative gains", if one is looking 
again for some rationale, here are these: 
Pursuit of distributive justice should be 
tackled through fiscal measures rather than 
through the credit system and that the credit 
programme was a ca.se of exiraordinury \up- 
porl to ceriain seclors 
If the logic of extension ot crcdii to the 
priority sector is to make these sectors 
economically viable by enhancing product ion 
and productivity, two decades ol such pretei 
red credit is a long enough period to attempt 
an evaluation of its continuing need IJCspiie 
considerable need tot productive lending, 
there is evidence that the contribution ot 
bank credit to growth of agriculture and 
small industry has made an impact and 
served us purpose (P 4.1. italics ours ) 
Very heartwarming indeed, but then w h\ not 
share the evidence that the needs ol the isso 
crucial sectors, agriculture and small in¬ 
dustry, have been well served b\ banks and 
that the need lor ‘cstraordinars support’ no 
longer exists? 

All this IS not to say that the need lot pro¬ 
fitability can be underplayed in any eseni 
We are not disagreeing with the committee's 
observation that the quaniiiaiise progress 
“exacted a heavy toll in the torm ol a decline 
in productivity and etficiency ol the system 
and in consequence, a serious erosion of pro¬ 
fitability even to the point ot raising doubts 


about the viability ot some important con¬ 
stituents of the system". But we do disagree 
with the implicit assumption that if one docs 
away with 40 per cent directed lending to the 
priority sectors, the risk-s for the profitability 
of the system would necessarily diminish— 
as would be clear from the committee’s own 
survey of the reasons for the serious decline 
in asset quality in the development of finan¬ 
cial institutions as well as in lending to the 
conventional sector by the banking system. 

If asset quality is deteriorating in any bor¬ 
rowing unit or any sector of economic ac¬ 
tivity is showing signs of poor performance, 
the commercial banks must take pre-emptive 
steps in the interest of the viability of the 
institution, failing which they must have the 
assurance of a protective cushion to fall back 
upon. It IS in this perspective that the recom¬ 
mendations of the committee on standardis¬ 
ing the principles for an adequate and pru¬ 
dent provisioning policy are welcome. Indeed 
this was long oveidue and the Reserve Bank 
of India should have drawn it up and en¬ 
forced It much earlier. 

Having said this, it is nonetheless incum¬ 
bent on us to remind ourselves that for any 
banking system anywhere in the world, there 
IS no easy route to viability and lor a coun¬ 
try like ours, the route is beset with dif¬ 
ficulties Placed as we arc, we cannot afford 
to choose an easy route. It is the users ot 
credit that contribute significantly to growth 
and employment in the real sectors and the 
pattern of its use cannot be left solely to the 
discretion of the dispensers of credit and the 
mercy of market-driven forces. A very large 
segment of the people in the vulnerable sec¬ 
tions have to be brought within the market 
network through the instrumentality, m the 
initial stages, ol non-market interventions, 
liven the worst critics of our banking system 
cannot deny the success of such non-market 
intervention m many sectors in many places 
al! over the country, and the need lor it in 
the interest of greater employment, produc- 
"sitv and social ttistice continues to exist 

This IS, howcvci, not to support the 
populist view that target fixation al 40 per 
vein was a rational way of going about it. 
It IS arguable that we could have attempted 
It through a system of direct and indirect in- 
vcntives, preferential refinance and other 
persuasive measures Conceding that target 
living was arbitrary and irrational, it did suc¬ 
ceed III conveying the message that the 
dispensers of credit-cannot overlook the im 
poriance ol developing borrowers in the in¬ 
terest ol growth, employment and social 
luslice Whai is worrying al the moment is 
iIkii the sudden vuriailmeni of the larggi to 
Id pel vent would send out an unfortunate 
signal to the dispenscis ot credit that the 
h.isiv objective lor which priority sector 
lending was developed two decades ago is 
being diluted I vcry country has to use the 
banking svstem for objectives it considers 
socially and economically important and loi 
promoting and sustaining economic acti¬ 


vities across me sectors. They may find it dif¬ 
ficult on occasion to reconcile conflicting 
objectives, but the policy-makers in develop¬ 
ing countries cannot afford to countenance 
a situation where such crucial economic 
agents, such as banks and financial institu¬ 
tions. have the freedom to choose the easy 
way out. 

Can we take a break, took at a different 
direction and pose the question: Did the 
regulatory and supervisory system lose its 
bite? Among central banking institutions all 
over the world, the Reserve Bank is one of 
the few which has been armed over the last 
toifr decades with far-reaching and all- 
embracing powers for both ex ante and ex 
post supervision. There was little teeth in the 
central banking institution of the country 
when it was set up in 1935, but progressive¬ 
ly, particularly in the wake of the experience 
of the second world war, and the Ralai Bank 
crash in 1960, several steps were taken to arm 
it with powers not only for issuing general 
directions but specific advice and instruc¬ 
tion in particular transactions. It is not that 
the Reserve Bank did not have adequate 
powers and could not therefore stop the rot 
setting in many credit institutions, but 
something must have been missing. The in¬ 
ertia ol the central banking institution on 
some occasions is inexplicable. One would 
have expected the committee to have gone 
into this. It IS only fair that all the blame 
IS not laid on the banking system, and that 
the Reserve Bank as the sujservisory and the 
regulatory agency must take its full share. 

At a certain point in the report, the com¬ 
mittee wakes up to the inconsistencies and 
one stumbles upon this nugget: 

Hanks have used their social obligation to ra¬ 
tionalise their inadequate performance in 
terms of low productivity and profitability)- 
In the committee’s view, there is no inherent 
contradiction between social obligation and 
projiiable banking. The very fact that a few 
banks in our system have done well both in 
terms oj meeting their social obligations and 
in terms of reaching adequate levels of pro- 
fiiability IS enough evidence of this (pp 23-24, 
Italics ours). 

if a lew banks could strike a balance bet¬ 
ween so-called social obligation and profits, 
what then was at the root of the non- 
profitable operation ol a large number of 
other banks? This is what the committee 
should have grappled with and enlightened 
us on through its findings and reasons. Cer¬ 
tainly, if some banks could succeed and 
subserve overriding national objectives 
without sacrificing profitability, others could 
as well do It. II social obligation has been 
used as an excuse for rationalising inade¬ 
quate performance in terms of low produc¬ 
tivity and profitability, then where does the 
failure he and on what should policy-makers 
direct their attention? If the government of 
the country wishes to have a clean, viable 
and impartial banking system fully commit¬ 
ted to growth with justice, it can have it; but 
then. It must have the will to have it! 
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COMMENTARY 


On Restructuring the Financial 
System 

\ \ Bhatl 

While sharing the concern of the Committee on the Financial 
System about the urgency of Financial sector reforms, the 
soundness of the committee’s recommendations on functional 
autonomy for banks and financial institutions, on the proposed 
Asset Reconstruction Fund,- on rural development banking and on 
$he IDBI is questionable. 


THE Indian financial system, as ii has 
evolved, is comparable in many rcspccis 
with the systems of the advanced develop¬ 
ing countries as well as some of the 
developed countries and is much more 
sophisticated and diversified. However, 
there has been a marked deteriorniion in 
the efficiency ot particularly ihe banking 
system and if proper accounts arc kept m 
the light of internationally accepted ac¬ 
counting standards relating lo capital ade¬ 
quacy, bad debt provisions and income 
recognition, the banking system is indeed 
bankrupt. Further, the system as such has 
not been able to perform iis vital lunc- 
tions relating to (a) resource allocaiion 
based on sound criteria, (b) improvement 
of the productive and investmeni eflicien- 
cs of assisted enterprises, and (c) reduc¬ 
tion ol transaction costs and risk of 
depositors, borroweis and the Imancial 
institutions ' 

1 his stale ol allairs is laigels Ihe result 
of a wmi-commund \inu iure oi decision¬ 
making, which has weakened the top 
nianagcmcnis of Imancial msiituiions, 
and created a climate ol apathy and cor- 
luption III the system, and thus has 
presented it from lunctioiimg in terms of 
Its own logic in an innovative manner in 
a compelitive ensiionment 

The Committee on the Financial 
System (hereafter relctied to as the com¬ 
mittee)- has diagnosed the problem with 
great clarity and emphasised the urgency 
of Financial sector relorms “lo ensure that 
Ihe financial services industry operates on 
the basis ol operational flexibility and 
functional autonomy with a view lo 
enhancing efficiency, productivity and 
profitability” (p ii) The committee with 
this objective has made various recom- 
mendaiions. that would "go a long way 
in creating conditions whereby market 
disciplines can be brought into the func¬ 
tioning of the public sector banks and 
I'lnaiicial institutions” (p 145). The recom¬ 
mendations have been presented in a style 
that is lucid, persuasive and transparent. 

While I agree with a major part of these 
recommendations, 1 have doubts about 
their effectiveness in “ensuring the 
integrity and autonomy of operations of 


banks and DFTs’’—which is the principal 
concern of the report (p 145). Further, 1 
have reservations about the committee’s 
recommendation for creating a new in¬ 
stitution (of course, temporarily), an A.sset 
Reconstruction Fund (ARF). India re¬ 
quires a rural development banking struc¬ 
ture that can promote, sustain and ac¬ 
celerate the pace of rural development--so 
evseniial lor growth as well as employ¬ 
ment; hoyvever, the committee have not 
lormulated the objectives and functions 
ol such a structure Fven on the b^sis ol 
the committee’s own logic, one doubts 
whether its recommendation about Ihe lii- 
dusiii.il Development Bank is sound 
I hese are some of the issues which I m 
lend to discuss m this paper 

FtiNtllONM AIHONOMS 

It IS doubtful whether the public sector 
insiiiuiions can really have the desired 
Uinciional autonomy if they are wholly 
owned by Ihe government. Such auto¬ 
nomy of functioning cannot be ensured 
unless these institutions are subjected to 
market discipline; and such market 
discipline can be provided only if they are 
owned by the general public through 
ownership of equity Hence it appears to 
be essential that some of the institutions 
that are government-owned now should 
be whoUv or partiallv privatised so that 
their performance can be judged on the 
basis ol their actual and potential finan¬ 
cial viability and growth prospects. This 
will also mean private sector representa¬ 
tion on their boards, which could also be 
helpful m their autonomous functioning. 
The committee has a sort of a simplistic 
faiih in Ihe “concept ol self-denial by the 
government of its ownership rights” 
(p 145). Given the type uf political and 
bureaucratic system that wc have, one 
wonders whether any strong convention 
relating to self-denial can be established. 

The committee itself has, in lad, pro¬ 
vided a method and a temptation lo the 
government for negating the principle of 
sell-denial. And this relates to the ap¬ 
pointment of a government director on 
the boards ol the insf.tutions. There has 
been adequate experience by now of the 


results of such appointments; the govern¬ 
ment directors have functioned as if they 
have an authority and knowledge superior 
to that of Ihe chairman and other direc¬ 
tors and have quite often got their instruc¬ 
tions from the ministry which they repre¬ 
sent with regard to the course of action 
they should adopt in specific cases. Fur¬ 
ther, there would not be a competitive en- 
vironmeiit as the government directors 
will have a tendency to impose uniform 
conditions and practices on all banks, for 
they are concerned with all banks; and this 
would stifle the creative entrepreneurial 
impulses in the lop management of the 
hanks, impulses so essential for com¬ 
petitive functioning. The very existence of 
the department of banking would ensure 
such results. Hence both logic and prac¬ 
tical experience suggest that the observa¬ 
tions made by the two members of the 
committee in their dissenting note 
(pp 145-46) carry more conviction than 
the faith of the chairman and other 
members of the committee in the concept 
of self-denial 

The other source ol negatijig the prin¬ 
ciple of self-denial is the method of ap¬ 
pointments recommended by the commit¬ 
tee. The appointment of the chairman, 
managing director and board members is 
to be lorrnally made by the finance 
minister in the light o( recommendations 
made by “eminent persons such as retired 
governors ol the Reserve Bank” (p 98); 
who decides who are eminent and why of 
all persons retired governors, who were 
largely government servants before being 
appointed as governors and who in some 
cases are responsible for the present func¬ 
tioning of the system? 

The right course would be to invite .sug¬ 
gestions from various quarters—trade and 
industry a.ssociations, banks and other 
financial institutions, non-government 
organisations, academic community, 
farmers’ organisations and the like—and 
thus maintain a list of persons in terms 
of their qualifications, experience and 
understanding of the inherent logic of the 
financial system. The selection should be 
made by a committee comprising the 
minister of finance, Reserve Bank gover¬ 
nor and a retired judge ol the Supreme 
Court; all final appointments by the 
finance minister should be made on the 
basis of the unanimous recommendations 
of this committee. 

The appointments to be made by the 
finance minister should relate only lo Ihe 
chairman and the board members. The 
selection of the managing director should 
be made by the respective boards of the 
institutions; it is the rightful function of 
the board to select the managing director 
and such a procedure would make the 
board also much more active and respon¬ 
sible. The board should give preference in 
such appointments to a person or persons 
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Mho are groomed for ihiN position; this 
again would make the board responitible 
in performing its function ot grooming 
successor top management teams—in fact 
even the boards should be judged on the 
basis of their effectiveness in this process. 

The appoinimeni of other senior of¬ 
ficers is also the function of the board and 
not the government. The clerical stall, the 
committee recommends, should be re¬ 
cruited on the basis of the present system 
of recruitment through BSRBs (p 94) The 
clerical slafl, in fact, should be recruited 
locally. In banking business the qualities 
necessary arc character, integrity, 
familiarity with the local scene and en 
vironment. fompeiilivc evaimnations can 
hardly judge such qualities In fact, the 
banks should be in close touch with local 
high schools and make their selection lor 
clerical siafi of ontv hiyh school 
graduate:,. Such a practice would avoid 
waste of national resources as well as indi¬ 
vidual resources, which is occurring at 
present because of the emphasis given on 
university degrees, furihei, the local com 
munily would sec the impact on local 
employm.eiii of the functioning ol banks 
and ihus will he induced to take grcatci 
interest m the elfeciive functioning ol ilic 
banks 1o inspire loyalty and dedication 
of the clerical stall, wherever possible 
couples (husband and wile) should he 
recruited ' 

Asst t Rt I ONSIKM IION I I M) 

The committee has recommended the 
creation of ARI to take over the bad and 
doubtful assets ol the hanks at u discount 
and engage in the prtKessol loan lecovciy 
One wonders why the creatioirol a new 
instiiulion is essential lor this purpose. All 
that needs lo be done is to vvute oil Irom 
the balance siieets all leally hud and 
doubtful assets and create a separate 
department foi loan recovery in each 
bank. With the legislation lot special 
tribunals foi enlorcing financial contracts, 
it should not be dillicult tor the hanks 
indtvidually to perform their own Itiiic- 
tionof loan recovery Whatever recoveries 
such a department is able to secure should 
be added to reserves lelaiiiig to bad debt 
provisions 

At the same time, the govci ninciii 
should give the hanks non negotiable 
government scvuiities to compensate loi 
the loss ol assets, and on the hahilitv side, 
the goveiiiment should issue cimvertihlc 
debenttiies or prcleiencc shares as ,i 
substitute loi equity Ihus itiitially at anv 
rale, there would he no linanciul hiiidcn 
on the goveinrnent and the hanks would 
get an interest eai mng asset 

II ARI can be vested with “full 
authority to enable it to collect the dues 
and invoke the guaiantees lor espiedilious 
cleatancc" (p 6.1), one wonders why the 
depat intent ol loan recovery of the banks 
cannot be given Ihe same authority, f ur- 
thcr, after all. the banks should know (heir 


customers much better than ARF could. 
And they should know what can be 
recovered and through what means. And 
if some assets are such that nothing can 
be recovered, why waste valuable resources 
in fruitless legal procedures? It appears to 
be common in India to believe that if there 
IS a problem, it can only be tackled by a 
new institution! 

iNOl'StRIAI DbVHOPMl-NI BaNK Ot 

India 

The committee recommends that “the 
IDBI should separate its promotional, 
apes and refinancing role in respect of, for 
instance. SFCs, SIDBs, etc, and its direct 
financing function" (p 109). 

Once IDBI comes within the purview 
of Ihe Reserve Bank regulatory framework 
as the committee recommends and once 
SFCs. SIDBs, etc, are delinked from state 
governments and function as independent 
banks or merge with other institutions (as 
the committee seems to visualise, p 106) 
and thus would come within Ihe Reserve 
Bank regulatory framework, what is the 
ape.s role lell for the IDBI? It appears that 
the committee has not given enough 
thought to the consequences of its own 
recommendations and on Ihe functioning 
ol the IDBI Any good development bank 
has to diversify its functions to be able to 
hear the rtsk of direct project lending and 
lelinancing other institutions is one way 
ol diversilying its lunctions. This is what 
IDBI has done and it should be possible 
lor oihei insiituiions to undertake such 
iclinancmg in competition with the IDBI. 
In that vase, where is Ihe special role or 
apes lunciion ol the IDBI? IDBI’s special 
status IS already gone with the withdrawal 
ol Its lav exempt status. Its lunciion ol 
supervision ol SI Cs should be taken over 
by the Reserve Bank as they are banking 
msiiiuiions And SFCs have to be finan¬ 
cially viable and if they cannot be made 
viable, they need to be liquidated or merg¬ 
ed with othei financial institutions. 

1 hus theie is iioi much logic or sound 
sense in the committee’s recommendations 
lel.iiiiig to the IDBI 

Rl KVI Dl VI lOI'Vll M BANKINti 

1 he siiuciure of rural development 
banking needs to tx‘ stiengthened to equip 
It with the capacity and resources lo pro¬ 
mote and support rural development Its 
lunciion IS not related merely to “agricul¬ 
ture and allied activities” as the commit¬ 
tee seems to believe (p xvi); it has to play 
a significant role in rural industrialisation 
and thus has to bo lelated to all the sectors 
ol the rural economy—agriculture, agro- 
indusiiies, small industry, and small enter- 
piises of all types In this context, the 
committee’s recommendation for a district 
rural development bank (DRB) as a full- 
fledged subsidiary of a commercial bank 
appeals to be very sound 
’ I had made this suggestion almost two 
decades back To quote; "What is required 


of a bank in a lead district is capacity for 
playing a catalytic role in initiating a pro¬ 
cess of economic development. It has to 
function as a development bank par ex¬ 
cellence. This can be easily done by the 
nationalised banks if they establish 
wholly-owned subsidiaries in lead 
districts. Such a wholly-owned subsidiary 
should function as a full-fledged bank 
with initiative for policy changes resting 
with it; since it would be attached to a 
parent bank, it would have the advantage 
of its research results as well as financial 
banking. Thus a system would be evolv¬ 
ed which would be adapted for the pur¬ 
poses in view and which would combine 
the advantages of both the systems!’^ 

To perform its functions effectively, 
such a rural development bank will have 
to establish close and intimate ties with 
the Entrepreneurship Development insti¬ 
tutes and the Technical Consultancy 
Organisations, established by the ftnancial 
institutions. Further, to provide marketing 
assistance to small enterprises—farm and 
non-farm—it may al.so have lo assist 
trading houses, which can provide inputs 
and designs and at the same time purchase 
Ihe products of small enterprises—a sort 
of a putting-out syst4m. The (junctions of 
such a bank are described in detail 
elsewhere.' 

The committee does not seem to have 
realised the urgency of establishing such 
universal banks nor has the committee 
given adequate thought relating to their 
functions and their integration with the 
financial system and other .supporting 
institutions. 

As such banks develop, there would be 
competitive impulses generated as a result 
of comparative performance of the com¬ 
mercial banks (parent banks) in esta- 
bli.shing, assisting and guiding the rural 
development banks. Such comparative 
performance evaluation would induce the 
commercial banks to improve their per¬ 
formance vis-a-vis their subsidiaries and 
thus generate competitive pressures, com¬ 
pulsions and incentives for improving the 
effectiveness and efficiency of the rural 
development banking structure. In course 
of time, it should be po.ssible for the 
parent companies to sell their equity in the 
rural banks to the public residing in the 
area of their operation. 

Noles 

1 See V V Bhall, 'On Improving ihe Effec¬ 
tiveness and Efficiency of the Financial 
System in India’, Economic and Political 
Weekly, October 12, 1991. 

2 Re/Miri itf the Committee on me hnancial 
System, November 1991. 

.1 See V V Bhatl, ‘Some Aspects of Recruit¬ 
ment and Promotion Policies in Commercial 
Banks’ in ^ructure of Financial Institutions, 
Bombay, Vora and Co, 1972, Chapter 2. 

4 V V Bhait, Structure of Financial Institu¬ 
tions, op fit, pp 35-36. 

5 Ibid, Chapter I. 
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More a Lawyer’s Brief than a Report 

K S KrinhnaBwamy 


The main recommendations of the Committee on the Financial 
System are concerned with getting the government out, reducing 
regulation and improving profitability. Are there no better 
objectives that a restructured financial system ought to serve in a 
developing economy such as ours, at a critical Juncture such as 
the present? 


GIVEN Its tenure, terms of reference and 
composition ii is obvious that the 
Narasimham Committee could not have 
produced any other kind of report than 
the one it submitted to the government in 
November 1991.' Despite the grandiose 
objective of restructuring India's financial 
system, the principal term of reference to 
the committee was to improve the system’s 
efficiency and effectiveness “with par¬ 
ticular reference to the economy of opera¬ 
tions, accountability and profitability of 
the commercial banks and financial in¬ 
stitutions” (p 2 of Annexure I). Other 
terms such as rationalising and modernis¬ 
ing organisational systems and pro¬ 
cedures, infusing greater competitive 
vitality, review of supervisory arrange¬ 
ments and the legislative framework, com¬ 
position and adequacy of the capital 
structure of various financial institutions, 
etc, aremiere adjuncts to this main theme 
And the government, anxious lo legitimise 
measures to which it has been already 
committed by foreign lenders, could wail 
no more than 9(1 days for this high- 
powered committee’s recommendations! 

The project was thus flawed Irom the 
start and this was made worse by the com¬ 
mittee’s composition. Most members had 
heavy executive responsibilities within the 
public sector and had neither the time to 
work out any scheme of radical reform 
nor any inclination to differ from govern¬ 
ment openly on policy issues Hence, 
unlike the Hanking Commission ol 
l%9-72, the Narasimham Commiiiee did 
not set out to collect primary data oi 
organise any research worth the name 
The bulk ol written or oral evidence 
gathered by it is Irom chambers ol com 
merce and industry, bank employees’ and 
officers’ associations and present or 
former chief executives of some financial 
institutions. It has thus focused on how 
to cater to the needs of the private 
industrial .sector and soften the imp.ict on 
labour, hardly looking at anything beyond 
the narrow question of how to fit its 
recommendations into the government’s 
proclaimed scheme of overall structural 
adjustment. 

Considering these handicaps it is I utile 
to seek in the committee’s report any 


larger developmental or social purpose. Its 
main recommendations—on restructuring 
the banking system, redefining the role of 
specialised financial institutions, sug¬ 
gesting norms for capital and a.sset' 
structure ol such institutions, rendering 
the financial system market-oriented and 
generally reducing the role of the 
government -arc essentially concerned 
with getting the government out, reduc¬ 
ing regulation and improving profitability. 
One cannot help asking; arc there no bet¬ 
ter objective' that a restructured financial 
system ought to subserve in a developing 
economy such as ours, at a critical junc¬ 
ture such as the present? 

I 

Since, within the framework of 
government’s new economic policy, de¬ 
nationalisation and deregulation are 
Mewed as the surest and quickest means 
ol removing sickness in the banking .sec¬ 
tor, the committee has largely confined its 
attention to these purposes. But it has not 
given even these issues enough thought. 
On the withdrawal of government from 
this sector, even the two professors who 
have added a minute of dissent take no 
deal-cut posiiion No case is made out for 
‘prisatisalion’, as the international spon¬ 
sors ol structural relorm have desired. The 
committee goes no further than a scries 
ol mergeis and acquisitions to leduce the 
numbei of nationalised banks; it is 
anxious to modernise banking technology 
and proceduies, without taking an open 
position on what happens to jobs in the 
piocess; it recommends that government 
directors on the boards of these institu¬ 
tions should not throw their weight 
around, not government interfere with 
management in other ways. Ail that the 
committee says is that these reconstituted 
banks should function “within the 
framework of operational flexibility and 
internal autonomy”; and for reducing the 
luiniber of banks, “mergers and acquisi¬ 
tions should evolve on the basis of market- 
driven and profitability considerations 
and with understanding support from 
bank officers and staff’ (p 68). In which 
case how many and what kind of banks 


will remain becomes a matter of com¬ 
petitive attrition ratlwr than a fancy break¬ 
up into national, regional and rural banks. 

If this is the logic of restructuring, what 
IS the case that remains for government 
ownership of banks? The committee’s 
recommendai ions include, among others, 
complete freedom for banks to open new 
branches or close existing ones—on 
“market-driven and profitability” con¬ 
siderations? I.ikewise, it strongly recom¬ 
mends a reduction in the Statutory 
Liquidity and Cash Reserve Ratios (SLR 
and CRR) from the present levels of 38.5 
per cent and 15 per cent basic plus 10 per 
cent of incremental deposits, respectively, 
as well as a retreat Irom the obligation to 
reserve for the ‘priority sectors’ 40 per cent 
of total advances. On matters of ad¬ 
ministrative and policy control of banks, 
its recommendations add up to total self- 
denial by the government of its ownership 
rights. The Department of Banking is to 
be wound up (which is worthwhile 
anyway) with a specially constituted 
Board of Lminent Persons given the task 
of selecting bank chairmen and manage¬ 
ing directors, the RBI endowed with all 
the authority for such policy direction as 
remains and a quasi-autonomous Banking 
Supervisory Board under the aegis of the 
RBI set up for bank supervision. 

Obviously, the committee has shied 
away from facing the logic of all this. If 
government has no role at all to play as 
owner of nationalised banks and DFIs,* 
why should it continue to invest in their 
equity? It is not as if there is a surfeit of 
public saving, nor is maximisation of pro¬ 
fits from financial intermediation a valid 
purpose ol public investment at this junc¬ 
ture. There is undoubtedly need for clean¬ 
sing banks and Dh'Is from the filth of 
political and bureaucratic manipulation. 
But if there is no larger ‘sociar—or even 
‘political—purpose of developmental im¬ 
port, logically, the recommendation of the 
committee should have been complete 
withdrawal of government from owner¬ 
ship of these institutions. Is this what the 
committee really wants? Or again, why 
has the committee turned a blind eye to 
the fact that the objectives of ‘social con¬ 
trol’ and bank nationalisation are still 
largely unfulfilled? At the end of June 
1990, priority sector advances as a percen¬ 
tage of gross bank credit (i e, inclusive of 
bills rediscounted with RBI, IDBI, 
EXIMBANK, other approved financial 
institutions and Participation Certificates) 
amounted to 38.9 per cent, as against 41.6 
per cent in June 1988 and and 39.6 per 
cent in June 1989.' Thus despite all the 
bally-hoo about ‘loan-rnelas’ and pres¬ 
surising bank managements lo enlarge in¬ 
stitutional credit to the long-deprived 
sectors of agriculture, small-scale industry 
and small business, bank credit to these 
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sectors was actually falling as a propor¬ 
tion of the total at the end of tHe last 
decade. If, in addition to bank credit, we 
take credit extended by DFIs to large and 
medium industry, as well as that sector's 
growing draft on the capital market, the 
lag in the access of agriculture and allied 
sectors to the organised financial sector 
becomes even more striking. This cannot 
be remedied by the Regional Rural Banks 
and the rural subsidiaries suggested by the 
committee, unless both of them are 
assisted financially by the larger banks. 
The committee can only worsen this fur¬ 
ther by cutting back on SLR and releas¬ 
ing all banks from their priority sector 
lending obligations. 

II 

Granted that nationalised banks and 
specialised financial institutions should, 
like other public sector enterprises, be 
freed from undue political and bureau¬ 
cratic interference; and granted further 
that the committee had little time to 
launch any detailed inquiry, one still 
expects from a group of such eminent and 
experienced persons an integrated package 
of reforms, with clearly stated objectives 
and rationale. The committee had the 
option to recommend on any other mat- 
ter'which it considered "germane to the 
subject of enquiry” (p 3 of Annexure I). 
Manifestly, broader objectives which the 
rehabilitated nationalised banks should 
serve or the principles that should inform 
banking and credit policies are such mat¬ 
ters. Yet the committee takes no clear 
position on either. 

Briefly, the committee’s principal 
recommendations consist only of 
measures to add to the net income of 
banks and other financial institutions. 
This IS to be achieved by (a) changing the 
asset-structure of banks and transferring 
to an Asset Reconstruction Fund a por¬ 
tion of the bad and doubtful debts ol 
banks at a discount; (b) government 
providing a ‘subordinated loan' lo banks 
and financial institutions foi writing oil 
losses resulting from such sale; (c) re 
grouping banks into thiee or four ‘iiitcr- 
national' banks, eight oi ten 'nationul' 
banks, local banks and rural banks in¬ 
cluding Regional Rural Hanks (RRBs), 
(d) for this purpose, giving banks a free 
hand to open or close blanches on their 
profitability basis, (c) permitting free en¬ 
try to foreign and domestis private banks; 

(f) cutting down the SLR and CRR, 

(g) dispensing with priority sector lending 
obligations, (h) aliossing interest rates to 
be market determined, and (i) separating 
the ’apex' lioin the 'operaiionar functions 
of I13BI and similai iiistituiions. It will 
be seen that s irtually all ol these amount 
to asking'the government to give banks 
a free hand in maximising their earnings 


from deployment of their resources, while 
relieving them of their obligations in 
recovering bad and doubtful debts as well 
as providing institutional credit to the 
poorer and long-neglected sections of the 
community. Lending to these sections is 
not, after all, easy or most remunerative; 
and this has been made a lot worse by the 
banks' political and departmental bosses. 
To complete the picture, the committee 
has added the familiar recommendations 
of government handing over all ad¬ 
ministrative and policy control of finan¬ 
cial institutions to the RBI or institutions 
working under its aegis. 

In producing this set of recommenda¬ 
tions, the committee has overlooked an 
elementary fact. Services offered by the 
financial sector are mainly of a facilitating 
rather than a directly productive category. 
To judge Its performance in terms of plain 
and simple cost-effectiveness ol unit 
operations is to miss the wood for the 
trees. Admittedly these financial inter¬ 
mediaries should not be losing year after 
year. But judgments on whether the finan¬ 
cial sector is performing 'efficiently and 
economically' cannot be entirely non- 
normaiivc. The purposes which economic 
development as a whole should serve al.so 
constitute an important pai l of the objec¬ 
tives to be served by the financial sector. 
It is therefore legitimate to ask if the com¬ 
mittee IS fully appreciative of this in of¬ 
fering Its package to the government. 

This IS not just a debating point, 
lor achieving greater ‘efficiency and 
economy’, the committee has m effect 
recommended that banks be freed from 
the obligations to support the financing 
of public investment as well as ‘priority 
sectors’. The suggestion to reduce SLR 
substantially is on the ground that 
(a) government's revenue deficit should 
not be so financed and (b) the yields on 
government bonds are quite out ol tunc 
with the cost of such funds or the alter¬ 
native options open to banks. These do 
not by themselves constitute a valid 
enough argument. Would the committee, 
for instance, leave things alone if govern¬ 
ment cut back through fiscal measures its 
lesenue deficit, and raised the bond rates 
sulficiently to yield a modest margin of 
profit'.’ Does the committee attach greater 
value to maximising the nationalised 
banks’ profits than to financing essential 
investment in irrigation or agriculture? 
There is undoubtedly a strong case for 
economy and cost-effectiveness in public 
spending, but that is not achieved by cut- 
img down on SLR. Likewise, lifting the 
priority sector lending requirement does 
not m itself make the nationalised banks 
‘efficient’ 

Reducing the C'RR, and to some extent 
the SLR, has implications for monetary 
policy to which the committee has paid 


little attention. Changes in the Cash 
Reserve Ratio is at present the only major 
instrument of monetary adjustment that 
the RBI has. One does not reduce CRR— 
or even SLR—unless there is a clear case 
for monetary or credit expansion. With 
domestic prices being what they are, and 
net RBI credit to government getting out 
of hand, the Reserve Bank cannot ob¬ 
viously agree with the committee’s 
prescriptions— unless of course it is forc¬ 
ed by the government to do so as part of 
the deal with the World Bank for a loan 
to restructure the financial sector. 

Anomalies of this kind abound in the 
committee’s report. On interest rate policy, 
for instance, the committee recognises that 
“deregulation of interest rates can only 
follow success in controlling fiscal 
deficits” (p xxix). In the interim, what in 
Its view is the right policy? Since domestic 
inflation has significantly reduced ‘real* 
rates of interest, what structure of real 
rates would be right under conditions of 
emerging ‘stagflation’? As in all less-than- 
perfectly-competitive markets, in the con¬ 
joint money-capital market there will be 
‘price-leaders’ and ‘quantity-leaders'. 
What IS the role that nationalised banks' 
are envisaged to play? As of now, all 
others except the nationalised banks have 
■ heir niche markets—foreign banks in the 
corporate industries sector, private Indian 
banks in individual states or caste groups, 
non-banking finance companies in the 
small-scale indu.strics and business sectors 
and so on. in the evolution of nationalised 
banks, the unclarified intention has been 
I hat they should aim at being something 
more than niche-banks, since in reality the 
savings they mobilise have to be deployed 
as desired by the community as a whole. 
This collective desire constituted the ra¬ 
tionale for modifying the advances port¬ 
folio of banks to favour hitherto neglected 
sectors, and the investment portfolio in 
favour of public investment. 

Under the new economic policy that 
collective desire has got muddled, and so 
has the committee’s vision. While it wants 
commercial banks to be given full 
freedom to open or close branches, the 
commiltee does not want rural branches 
to be closed “for the present”, but only 
swapped with other banks “on the basis 
ol their commercial judgment” (p 75). 
Likewise, while it recognises the big credit 
gap that still exists in the rural community, 
and the “need to establish a viable bank¬ 
ing structure which could effectively meet 
rural credit needs” (p 77), all that it sug¬ 
gests is the formation by the sponsor 
banks of one or more subsidiaries to take 
over their rural branches, swap them as 
necessary and evolve into units which 
“could handle rural banking in a more ef¬ 
ficient and most-effective manner” (p 78). 
But how? Swapping may reduce competi- 
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tton among rural branches, but does 
nothing to improve in itself the quantity 
or quality of service that rurdi borrowers 
may obtain from institutional sources. 
The unstated constituent in alt this is lor 
rural credit to flow towards the most pro¬ 
fitable rather than the most socially 
desirable or the neediest borrowers in the 
rural community—to wit, rich peasants 
who can bear high interest costs for one 
reason or another, rather than the poorer 
farmers who need assistance to change 
over to new crops or new technologies. 

Altogether, the committee comes very 
close to reverting to the classical model of 
a ‘commercial’ bank as distinct from a 
‘development’ bank. In its conception, 
there is no room for the policy framework 
for banks to be any different in a develop¬ 
ing economy from that in a developed and 
highly industrialised economy. Nor have 
they fully appreciated that with the money 
and capital markets being a continuum, 
there will be practical difficulties in 
segregating ‘banking’ junctions from 
those of ‘development financing’ func 
lions. It is also patent that when growth 
and equity are both highly important— 
as the committee seems to recognise—it 
is not in actuality possible to expect all 
equity measures to be limited to fiscal 
policy. The committee does not in any 
event recommend fiscal support to the 
financial sector to enable it to augment 
the supply or reduce the cost ol credit to 
the weaker segments of borroweis, 
especially in rural areas, whose contribu 
tion to national output and employmeni 
is quite important. Maybe diflerential 
interest rates or fiscal subsidies arc 
not a part ol the committee’s economic 
philosophy, but it looks more like discre¬ 
tion having got the better ol logic. 

The question finally icmaiiis: Why was 
the committee asked to give a snap repori? 
Why did ail of these honourable persons 
who would take much longer than three 
months to write an article or decide on 
a loan application take on so formidable 
a task as restructuring the financial sec 
tor in 90 days? Surely they are aware that 
apart from the few questions they have ad¬ 
dressed cursorily, there are problems ol 
‘exit’ and unemployment: of cultural and 
regional incompatibilities; ol inter sectoral 
differences; of integration of money and 
capital markets internally, before globalis¬ 
ing them: of technological adaptations of 
(or to) Indian institutions and so on 
There is also the question of evolving a 
viable system of ‘accountability’ in both 
public and private sectors. Overlooking all 
this and rushing into a set of half-baked 
recommendations smacks of eagerness to 
satisfy a customer than probe the truth 

Notfh 

I Repori of the Committee on the Financial 

System nublished by RBI, Bombay, 


Nosember 1991. All page references in the 
lesi arc to this report. 

2 Thai is, ‘IJesclopmeni Finance Insiiiuiionb', 
as speaalised Financial insiiiuiions tike IDBI. 

UTTAR PRADESH 


THE political temperature in UP seems 
to have risen markedly following the end 
of the first phase of BJP’s rule. Protests 
are rOcking different parts ol the state 
with increasing regularity and new pro¬ 
blems on various fronts have put the 
ruling party to its first real test. 

Protests were sparked off recently by 
police fii ing on agitating students—which 
lelt SIX dead and scores injured—in 
Paraspur, a small township in Gonda 
district in the Avadh region. This area was 
also the centre of the Ayodhya controversy 
and has since the firing been engulfed in 
a turmoil which is threatening to push into 
the background the issues raised by the 
BJP’s Ekta Yatra. Coming after a six- 
month period of relative calm and 
political quietiiude the incident has also 
contributed to reviving the sagging lor- 
tunes of the opposition. Parties like the 
SJP. Congress and the Janata Dal have 
been quick to seize the opportunity to 
berate the government and formations like 
the IPF have taken up the issue in a big 
way at the local level. The splintered ranks 
of the student movement have also been 
galvanised and left-leaning student 
organisations like the AISA, along with 
other left and centrist currents, seem keen 
on making the issue a rallying point for 
the students at the stale level. 

In fact the Gonda incident reflects a 
pattern which is increasingly becoming 
evident under BJP rule. Police high¬ 
handedness has markedly increased in the 
name ol moves such as the anti-mafia 
drive and the small townships and ‘qasbas’ 
are becoming arenas of frequent student- 
police clashes. Townships of Banda, 
Meerut, Ballia, Ghazipur, Hapur, 
Allahabad, etc, recently witnessed 
incidents of this kind with the police 
invariably manhandling some prominent 
person or teacher of the local area pro¬ 
mpting the local inter college students to 
take to the street’s. The BJP government 
has adopted a strict law and order ap¬ 
proach towards such problems and has 
virtually given a free hand to the ad 


etc. are called by the World Bank. 

3 Report on Trend and Progress of Banking 
in India, 1989-90, Supplement to RBI 
Biiilelin, March 1991. p 26. 


ministration in many matters. This at¬ 
titude was reflected in a recent ordinance 
which made cheating in examinations a 
cognisable offence with the provision that 
students caught in the act would be 
treated as ordinary ciiminals. 

The threat of a ‘police raj’ looming 
large over the state is being felt in other 
regions as well Cases of fake encounters, 
extortion and harasstment by the security 
lorces have increased drastically in the 
Tcrai bell which is fast turning into a 
fertile ground for Sikh terrorism. The im¬ 
plications of this development are par¬ 
ticularly ominous for the Terai has a large 
population of east UP immigrant labour 
with a background of conflict with the 
Sikh farmers. 

But the challenge posed by the Gonda 
issue is creating difficult problems for the 
B.IP for it has surfaced at a lime when the 
party is facing difficulties on other fronts 
as well The Ekia Yatra did not evoke the 
expected response and the manner in 
which it was handled by the slate govern¬ 
ment brought to the fore the simmering 
factionalism within the BJP’s ranks. 
Differences between the RSS and the BJP 
have also cropped up over the issue of the 
proposed ‘swadeshi’ movement of the 
RSS which is posing other political and 
admini.strative problems as well for the 
Kalyan Singh government. A sense of 
disillusionment, specially as regards the 
performance of the stale government, is 
also surfacing both amongst the general 
supporters of the BJP and the people at 
large to which the parly hat yet to 
respond 

But it would be premature to predict the 
early decline ol BJP In some areas the 
party has in fact consolidated itself: its 
move to take over the Dala cement fac¬ 
tory has gone down well with the workers 
and the party is trying to use the advan¬ 
tage gained to establish its credentials with 
the working class. Recently its trade 
union, the BMS, look out a big rally in 
I Aicknow and in areas like the co-operative 
sector loo the BJP is trying to consolidate 


BJP Gains by Default 

AmareHh Misra 

The anti-BJP sentiment in Uttar Pradesh is unable to articulate 
itself fully, largely owing to the state of disrepair of the other 
political parties—the Congress, the Janata Dal, the SJP and the 
parties of the established left. 
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its position. In this it is following the 
Congress model of placing its own men 
in important posts in local bodies and an 
ordinance is in the offing to place in the 
hands of the state government the power 
to interfere in the affairs of co-operatives 
and municipalities to the extent of even 
nominating their chairmen. The attempts 
of the BJP to consolidate its position in 
other respects is also taking on new con¬ 
tours During the Ekta Yatra attempts 
were made to appropriate each and every 
popular symbol of the people irrespective 
of ideology—in some regions the path of 
the Yatra was even rechristened with the 
names of leading socialists and revolu¬ 
tionary terrorists of the Hindi heartland 
like Ram Manohar Lohia and Ashfaq 
Ullah. The prospect of a swadeshi move¬ 
ment under the saffron flag is also lull of 
uncertain portents 

The state of dilfereni political parties 
continues to be a factor which is making 
It increasingly difficult for the anti-BJP 
sentiment to articulate itself fully. The 
Congress has yet to come out with any 
credible initiative on any i.ssue and Janata 
Dal has not gone beyond the usual anti- 
government gestures, though V P Singh 
is planning to go on a state-wide Yatra to 
raise some burning issues. Muiayam Singh 
Yadav has increased his efforts to emerge 
again at the state level and is all set to 
embark on his own ‘Desh Bachao' Yatra 
to highlight the ‘misdeeds of the BJP 
government’ But the former chief 
minister’s appeal is limited to certain 
regions and sections and it seems unlikely 
that he will be acceptable to a broader 
constituency. Amongst the established 
left, the CPI(M) appears to be focusing 
on the tactic of an ail encompassing anti- 
BJP, secular front of Itke-minded political 
forces and any relerence to Congress as 
an adversary is missing from its agenda. 
Its closeness w ith Muiayam Singh Yadav 
too has increased even as the attitude 
towards parties like the IPF remains the 
same as before. The CPI(M) is in lad try¬ 
ing to isolate the IPF at the state Ibvel even 
though in Bihar important members ol its 
state secretariat were present throughout 
the recently concluded IPF Bihai state 
conferenv'c 

.Such an approach on the pan ot the 
CPI(M) has come in for some strident 
criticism by the iPf. In a recent interview 
to an established state level Hindi daily, 
the IPF’s general secretary Akhilendra 
Pratap Singh warned the C'PI(M) o( fatal 
political consecpiences if it ccvminiis the 
histoiicul blunder of shaking hands sur¬ 
reptitiously with iheCongtess I luuigh 
the CPI has yet to react to this contro- 
versv. Its lecent ptonouiivcincnts have 
been marked by an overt Loveri criticism 
of the CPI(M) Speaking ai the IIP state 
IPF conleience. held in Benares Irom 
January 21 2.J. the leadei ol the CPI 
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legislature party hinted at the wrong ap¬ 
proach of parties like the CPI(M) towards 
the issue of left unity and endorsed the 
IPF’s stand on the issue. The IPF’s em¬ 
phasis on forging a left-confederation 
prior to any adjustment with the main¬ 
stream anti-BJP, anti-Congress forces, has 
also won the approval of some prominent 
socialists and intellectuals who were pre¬ 
sent m strength. This was considered par¬ 
ticularly relevant in the context of UP 
where the failure of the Janata Dal has 
opened new opportunities for the left in 
general and forces like the IPF in par¬ 
ticular to attract the liberal intelligentsia 
and sections of the people hitherto under 
he influence of the centrist opposition. 

Even otherwise the IPF conference 
seemed to denote a different development 
for UP which has the distinction of being 
particularly unresponsive to the left and 
democratic appeal. The socialists too have 
found it difficult to survive here politically 
for long and the traditional left has had 
to virtually abdicate its role of indepen¬ 
dent left assertion. In this context the 
significance of the efforts of the IPF to 
grasp the political changes in state politics 
and offer an alternative approach on the 
question of immediate political tactics as 
well was not lost on observers of the 
political scene. 

The conference was followed by a 5,000 
strong rally of mostly landless and small 
peasants and this again was something 
new both for Benares and east liP or 
Purvanchal, The area has been an old 
stronghold of the left and in recent years 
even the gains of the BSP and the Janata 
Dal was concentrated here in large 
measure. 

The rally was only the preliminary el 
fort of an emerging force and its impoi- 
tance lay more in the fact that it signilied 
the coming to the fore of a potential social 
force for the left in UP. This trend has 
been accompanied by new' dalii lorma- 
tions coming to the fore on a fresh plank 
and of these the Dahl ^hiksha Andolan 
and the Ambedkar Mahasabha are the 
most important. They are distinguished by 
the fact that they lollow a trend which is 
quite distinct from the BSP Both are 
characterised by their social-ideological, 
rather than explicitly political dimension, 
and the Mahasabha which is led mostly 
by dalit bureaucrats and intellectuals is 
indeed represented by a variety ol trends 
langing from the .SJP to the Janata Dal 
to the IPf'. This separate dimension has 
a unique relevance Ibr UP which has seen 
liiiie III terms of an independent stream 
ol the dalit movement. Even anti- 
brahmanicai currents have been marked 
bv the absence of an accompanying 
stream of a social-cultural-litcrary move¬ 
ment which in other areas like Tamil Nadu 
and Maharashtra has usually taken the 
lorm of initiating a renaissance or 


enlightenment. Such movetnents have 
contributed to the rise of a general 
democratic consciousness as well but the 
absence of similar currents or even a 
Bengal type social renaissance in UP has 
meant the persistence of an ideological 
backwardness which in turn has deepen¬ 
ed the general cultural crisis of the society. 

Politically too the trend represented by 
parties like the Dalit Panthers and RPI 
remained a fringe phenomenon and it was 
the rise of Charan Singh in UP politics 
which heralded the emergence of the 
backwards on the social-political scene. 
But the Jat leader remained an Arya 
Samaji all his life and the current 
generated by him could not cross the twin 
boundaries of economism and political 
bargaining for power. In east UP where 
backward caste or dalit assertion has been 
more pronounced no consistent stream of 
anti-brahmanism was inaugurated. This 
terrain was thus always open for the left 
to explore which however was unable to 
efieciively take up either the class or the 
social aspect of the dalit question. 

On the other hand the pre-occupation 
of Kanshi Ram and BSP was directed 
more at bringing together the section of 
political brokers which have arisen on a 
large scale from within the backward 
castes and the dalits. In this sense the 
Ambedkar Mahasabha connotes a new 
development for it has come through as 
an a.ssertion of the evolving middle classes 
and the intelligentsia of the dalits. The 
organisation is still at an amorphous stage 
and it is too early to predict its course but 
the possibilities which it has shown are 
being acknowledged by various political 
panics and movements. The dalit ques¬ 
tion in geiieial has acquired a new found 
importance in UP: the major political 
parties are tiying their best to woo the 
dalit ranks and V P Singh has demanded 
foi the dalits the right to keep firearms 
in .self-protection. At another level a 
linkage of the dalit question with aspects 
of the left movement is fraught with 
interesting possibilities which IPF type 
lormations seem keen on exploring. The 
party has demanded the filling of the va¬ 
cant reserved posts plus free education 
facilities to dalits at all levels and has come 
out in favour ol turning the issue of socio¬ 
economic oppression ol the dalits into a 
mass movement which can effectively 
compel even parties like BSP into joint 
action with progressive forces. IPF has 
also elevated one of its prominent student 
leaders, hailing from a dalit background, 
to the post of .secretary at the state level. 
And in the coming National Conference 
of the party at Vijayawada a top leader 
of the CPKML) (Liberation), who also 
from a dalit background is expected to 
occupy an important post at the national 
level. 
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Land Reform and Rural 
Development 

Highlights of a National Seminar 

T Haqu«‘ 

Vt Parlhai»arath> 

Even as peasant struggles for land have been growing in intensity 
in vast parts of the country the issue of land reform appears to 
have been sidelined in development planning and policy. Such 
contradictory trends call for a reassessment of the role of land 
reform and its impact on agriculture and rural development. A 
report of a seminar. 


LAND reform no longer appears to he 
considered a live issue in development plan¬ 
ning and policy, notwithstanding the rhetoric 
displayed periodically in policy documents 
This IS during a period when peasant strug¬ 
gles for land and naxalism have been grow¬ 
ing in their intensity in vast parts of the 
country. Such contradictory trends called lor 
a reassessment of the role of land reform and 
Its impact on agricultural and rural develop¬ 
ment. The Centre' for Agrarian Studies, 
NIRD held a national seminar during 
December 16-18. 1991 lor this purpose 
The seminar brought together academics, 
administrators, political leaders and activists 
including tjiose in civil rights movements. 
The participants included eminent econo¬ 
mists such as Tarlok Singh, V M Dandekar, 
C H Hanumantha Rao and V S Vyas: 
political and kisan leaders such as 
V V Krishna Rao, president of All India 
Kisan Sabha. Yellamanda Reddy, president 
of All India Agricultural Labour Organisa¬ 
tion and Kolia Venkaiah, formef MP; 
activists such as Kannabiran, president ol 
Andhra Pradesh Civil Liberties Union, 
Cteeiha Ramaswamy and Kodanda Rami 
Reddy; and adminisirators such as 
B D Sharma, former commissioner, SCs 
and STs, K Raghupathy, secretary, I and 
Reforms. West Bengal, V K Bansal, direc 
tor. Land Records, Himachal Pradesh and 
A V S Reddy, lormer district collector, 
Krishna district. Andhra Pradesh 
The theme paper for the seminar was 
presented by T Hague, director, Centre lor 
Agrarian Studies. He emphasised the role 
of land reform as an engine of socio¬ 
economic transformation and rural develop 
ment, and outlined the need tor a re- 
exaipination of direction in land reform 
in the light of the New Economic Policy 
Tarlok Singh, former member ol the Plan¬ 
ning Commission, and secretary, Indian 
Association of Social Science Institutions, 
in his introductory remarks, referred to the 
disturbing situation at the ground level in 
the rural areas. Several immediate tasks were 
outlined: the first one was to bring to an end 
existing ‘benami' transaction; the second was 
to enforce the ceiling for the future; the 


Ihird-legitimising tenancy within the ceiling 
limit and registration of all tenancy ar¬ 
rangements with the village panchayats 
Besides, there was need for national policy 
ol support to marginal and small cultivators 
through group action lor efficient water 
technology, socal forestry, etc, and lor 
national action for bringing the landless 
labourers into the mainstream of develop¬ 
ment in the light of the recommendations 
of the National Commission on Rural 
Labour. He suggested in particular, indepth 
study of the problems ol land tenure in the 
north-eastern states and other tribal areas 

K N Raj in his inatiguial address under¬ 
lined the critical role of land relorm, draw¬ 
ing mainly from the experiences ol Kerala 
On the whole, it seemed unlikely that the 
growth in agriculture output, over the last 
loui decades, had by itsell led to percepti¬ 
ble itnpiovcment in the living standards in 
rural areas except in some limited pockets 
with exceptionally high rates of agricultural 
growth (such as in Punjab) The only region 
ol the country, with average or below average 
growth rales of agriculture, w here there was 
sonic ev idence ol iinprovcmeiii in rural liv¬ 
ing siaiidaids was Kerala T his was traced 
to land rclornis. pariiculaily the successful 
homestead and tenancy reforms and to their 
implementation, as pan of the socio¬ 
economic transformation covering labour 
and credit markets, spread of primary and 
elenicntary education, and expansion ol 
lac limes foi improvement ol health. He did 
not see any reason why this could not be 
undertaken in other parts of India, if there 
was a much more broad-based understan¬ 
ding ol the role of land reform in socio¬ 
economic transformation 

Pt KSl't C I l\ I S ON L\NI» Rl tORSt 

A view which was articulated very 
lorcefully by V M Dandekar. but did not 
find support from most of the parttetpams, 
was that both ceilings and tenancy reforms 
were beginning to be counter-productive; 
ceilings were choking enterprise within 
agriculture and were resulting in shifts of 
mvestible surpluses from land and agri¬ 


culture to speculative activities outside 
agriculture. Tenancy reforms affected effi- 
ciency by impeding the access to land lor the 
small and affected even equity in the con¬ 
test of reverse tenancy. 

I he large majority of the participants, 
however, expressed their disagreement with 
his view. Some of them, particularly 
Pradhan H Prasad, Kara Gopal, Narasimha 
Reddy, Kannabiran and Geelha Ramaswamy 
pleaded for radical land reforms including 
reduced land ceilings contributing to the 
goal of 'land to the tiller'. This was regaru- 
ed as being necessary for changing both 
income and power relations, for strengthen¬ 
ing demrK'raiic ways of life in rural society, 
and for an agricultural development, fully 
supported by non-subsidised credit, inputs, 
land and water management. Even those 
who did not consider the political feasibihty 
of reduced ceilings emphasised the past role 
of land reform in creating an institutional 
base for technological change within 
agriculture and the further need for effec¬ 
tive implementation of the existing reforms. 
The opportunities for employment in non- 
agriculture scx'ior were not rising fast enough 
so as to lighten the labour market within 
agriculture and the land structure should 
facilitate absorption of labour force within 
agriculture. Moreover, there was no firm 
evidence of scale economy within agriculture 
and small peasants were not seen to be less 
efficient than the large owners. Therefore, 
there was a need for capturing benami tran¬ 
sactions under the purview of ceiling laws; 
for improved access to land for the landless 
and the land poor through effective im¬ 
plementation of tenancy laws; and also for 
better access to land to iribals through 
cllcciivc implementation ol anti-alienation 
laws 

The seminar discussion on regional varia¬ 
tions and us impact followed the presenta¬ 
tion ol papers on the experiences in in¬ 
dividual states. The states covered included 
Andhra Pradesh, West Bengal, Bihar, 
('■ujaral, Orissa, Madhya Pradesh, Uttar 
Pradesh, Haryana and Himachal Pradesh. 

I hough the coverage was not complete, the 
states covered included areas with widely 
diverging levels of development and land- 
man ratios. The ensuing discussion was, 
however, concentrated mainly on the 
experience in Andhra and West Bengal, 
partly for the reason that these two states 
were more represented than others. The two 
papers on Andhra Pradesh by G Parlha- 
sarathy and D Narasimha Reddy pointed out 
the widespread evasion of ceiling laws 
through benami transactions. D Narasimha 
Reddy provided details of peasant struggles 
for occupation of benami lands, for posses¬ 
sion of government wasteland under the il¬ 
legal occupation of big landowners, for 
effeaive enforcement of Inamdari Abolition 
Act of 1950, and for temple lands. Both the 
papers on Andhra Pradesh pointed out the 
need for involvement of peasant organisa¬ 
tions at the grassroots level for effective 
implementation of land reforms. Geetha 
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Kamaswumy. an ai.'(i\i>i uorkiiig in the 
tclangana UiMricis t.ontirnic<J the tinUing o( 
Narasimha Roddy relating to honaini traii\ 
actions, which soiild he sapiiircd under the 
purview ol coiling lass and laincntod how the 
state was playing a iii-gativc role by repressive 
actions against peasant organisations which 
idcntilied benaini holders Kannabiran. 
president ol the Andhra Ptadesh C ivil 
Rights Committee, gave seveial illustrations 
ol land disputes to show how the poor did 
not obtain just ice il the judges decided only 
on the lorm but not on the spirit ol legisla 
non He was of the view that in the absence 
ol peasant struggles lor their rights, land 
relorms had no chance ol being imple 
rnenied since the entire institutional struc¬ 
ture seemed to be against reforms I he main 
objective of land reform, in his viewm was 
social iransformaiioR and it should not be 
collapsed w ith the question of iniminediate 
productivity impact of land reforms 
Ihe West Bengal case provided an in 
tcresting contrast I he three papers on West 
Bengal by (I) Biplab Dasgupia. |2) Samai 
K Dana and Sanjeev Kapenvr, and (.1) lushai 
Karin (ihosh logethei brought into locus the 
main issues relating to implementation as 
well as the impact ol land lelorm llnhlc 
Andhra, W'esi Bengal has had a laiilv long 
pericrd ol leli rule, which could be said to 
have the political will lor implementalioii 
Biplab Dasgupia traced how substance was 
given to land relorm legislation ihiougli 
pressures built by the puitchayais and kisan 
sabhas at the grassroots level combined with 
support at the state level However, he 
pointed out three priority aieas which re¬ 
quired attention in respect ol luiiire direc¬ 
tion of land relorms I iisily, the amendment 
to the ceiling act, withdrawing the evemp- 
lions to religious trusts, plantations and 
fisheries made in 1981 could not beenlorced 
effectively due to delays in the approval loi 
the legislation by union government Im¬ 
plementation of this amendment remained 
a major government piioniy The second 
high priority area was the distribution ol 
land, categorised as unculiivable but 
eminently suitable lor cultivation, among the 
landless poor ('mng evidence Irom his siudv 
ol evaluation ol land relorms m 1987-88, 
Dasgupta claimed that almost total success 
for Operation Barga However, the lair leiii 
provisions ol tenancy legislation vveie not 
universally inipleineriied A inajoi condii 
sion of Biplab Dasgupta's paper was that 
land relorm by abolishing land monopoly 
and by augmenting the incomes of the rural 
poor widened Ihe base for indusirialicaiion 
The long-term solution now lay in mdus- 
inahsaiiun both in towns and villages 
Tushai Kami Ghosh, former director ot the 
l,and Records, eiiing from the findings of 
various evaluation siiidies on Operation 
Barga indicated its success and also its 
significant productivity and wcllare Mipaci 
on rural West Bengal. He narrated the 
special cireumstances under which bureiin- 
eracy made a positive contribution to the 
success of Operation Barga The members 


of Board of Revenue and laind Reform 
Commissioners had no landed interest in 
West Bengal The field level officers in the 
upper level, namely, the director of Land 
Records and Surveys, the settlement officers 
and additional district magistrates also did 
not have any landed property. Such a situa¬ 
tion was helplul, given pressures from the 
grassroots and political will at the state level. 
Samar K Daita and his colleagues based 
ihcir anaivsis on a number of field studies 
on Operation Barga conducted at different 
points ol lime. While recognising Ihe suc¬ 
cess of Operation Barga in ensuring security, 
they sounded a note of caution that the pro¬ 
gramme lacked a well de-signed and imagi- 
'natisc economic aelion as follow-up measures 
to augment the yield rate and net value add¬ 
ed ol recorded sharecroppers. This view was 
also endoisc'd by Sasanka Shekhar Pal, head 
of the t c-nire for Rural Studies in Viswa 
Bharat I 

Ihe West Bengal case evoked much in- 
icicsi and lively discussion The intcrvcn- 
iions ol k Raghiipathy, curiemly scC'Ctary, 

I and Relorms, were helplul in elaritying 
sc-veial quesiions raised by the parncipants. 
Raghupaihy clanlied that ihe remarkable 
success ol Operation Barga in West Bengal 
could be attributed to (i) political will, 
(II) committed administration, and (iii) otgani- 
sation ol potential beneficiaries and grass- 
riKvis panchayat raj institutions. He however 
adiniiied that some seasonal tenants and 
those who happened to be the relatives ol 
absentee land owners were not recorded in 
many places 

Bihar's case was quiic in contrast to what 
was obtaining in West Bengal. I his was 
presc-nicd by lagdish Prasad ol A N .Sinha 
liisiiiuic ol Social Sciences, Patna The con- 
tiniiiiig lailures in implemcntaiion were trac¬ 
ed to (he inadequacies ot ^amindan aboli¬ 
tion in the 1950s. It left big landholders with 
vast cstc-nt ol land under the ownership and 
possession of the former /amindars. The 
Bihar land Reforms (Fixation of Ceiling 
Atc-a and Acquisition ol Surplus Act of 
I9f>l) and the subsequent amendments could 
not correct the earlier deficiencies due to 
large-scale benami transactions. In Bihar, the 
ii.idiiional agiarian relations were an essen¬ 
tial pan ol the caste hierarchy with Higher 
castes owning the land, the intermediary 
s.isics culiivaiiiig the land either as tenants 
oi sub tenants, and the lower castes in 
.ignculiural labour Thus the intertwining of 
class and caste relationships resulted in 
inanilcsiaiion ol class conflicts as caste con- 

II ids The evidence from village surveys 
picsenied in the paper showed that big land 
owncis who held much more than Ihe ceil¬ 
ing aica were increasing their holdings. 
I here was also little change in the sharecrop¬ 
ping system 111 Bihar despite the tenancy 
legislation Ihe conclusion of the Bihai 
study was that impact of land reform 
measures on land structure and agrarian 
reldiionship was little. The benefits of the 
changing agrarian structure accrued to the 
upper and middle farmers and upper and 


middle caste groups. As a result, the rural 
scene in Bihar was quite disturbing. The 
extent to which the slow agriculture growth 
in Bihar was due to the failure in implcmenia- 
iiun of land reform was an important tjucs- 
iion which was however not discussed in the 
paper. The Orissa case presented by 
B Bhuyan and B Mohanty limited itself to 
the question of use of ceiling surplus land 
by the beneficiaries. The wider issues of the 
progress in implementation of ceiling laws 
and ienanc> law s were not discussed. An im¬ 
portant point brought out in the paper was 
that, though the land distribute was of 
poor quality at the time when the landless 
and land-poor took possession, these groups 
put the land to good use, despite several 
resource handicaps. 

The paper on Uttar Pradesh presented by 
A K Singh on the progress of implementa¬ 
tion and impact of land reforms provides a 
scenario diflereni from Bihar. The Uttar 
Pradesh /.amindari Abolition and l.and 
Reforms Act 1951 was considered one of the 
most progressive measures of land reforms 
introduced in the country, (hough, even -n 
this state, large tracts of land were allotted 
under ‘Sir' and ‘Khudkashi’ land. In Uttar 
Pradesh, the erstwhile intermediaries 
iranslormed themselves into capitalist 
farmers. Their vested interest in land had 
become stronger with growing commer¬ 
cialisation of agriculture As a consequence 
the progress in implemcniing ceilings ol 
landholdings was unsatisfactory as else¬ 
where. Hardly 0.5 per cent of the operated 
area in the state could be redistributed in the 
stale. Even the limited number of bene¬ 
ficiaries to whom surplus land was distri¬ 
buted could not gain much from it. In a 
survey ot ceiling surplus beneficiaries 25 per 
cent allottees were not able to get physical 
possession and only onc-ihird of the allot¬ 
tees with physical possession of land were 
found to be cultivating the land. The con¬ 
clusion was that the total area involved in 
land redistribution programme was too 
small to have a significant impact on Ihe 
structure of landholding in the state. As 
regards tenancy, trends in reverse leasing, 
limiting the access ti> land for the small were 
noted. Yet the Uttar Pradesh situation was 
noted to be far less disturbing than the Bihar 
situation since the transformation from 
feudal to capitalist farming in UP released 
forces of growth while in Bihar landlord 
capitalism proved to be more oppressive 
under conditions of stagnation. The major 
challenge in UP, as in many other states, was 
improvement of the employment and in¬ 
come position of a growing number of 
marginal and small farmers who were not 
likely to be absorbed in non-agriculture. 
Kripa Shankar pleaded for purchase of land 
by the government in the open market and 
its sale to the landless and marginal farmers 
on easy terms. There was also a problem of 
sustaining the progress of capitalist 
agricultuie. in Haryana, .according to the 
analysis of P C Bansil. director, Ibchno- 
Research Institute, Delhi neither ceiling nor 
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(cnaricy rcfurnis was implemented. Yet the 
land issue in this state went to the 
background possibly because of giecn 
resolution and the consequent improvement 
in employment opportunities within 
agriculture and allied occupation and also 
the grossing possibilities ol absorption in 
non-agriculture D V Singh. R L Verma. 
1) K Sikka of Agro Economic Research C'en 
tre. Himachal Pradesh lliiiversiiy and 
\ k Hansal. director ot I and Recoids. 
Iliniaclial Pradesh icsiessed the progicss ol 
land relorms in Himachal Piadesh. Undei 
the Himachal Pradesh lenaiics and I and 
Reforms Act tenant ciiltisators ssere gisen 
ossnership rights ol the land and in addition 
csers rural landless hc^sehiild in the state 
was provided .1 minimum ol I'ise bhigas(l)4 
hectare) ol latid lor agncultural purpose 
The restess did not show the esteni to which 
the class of tenants and landless bcnelited 
from the land reform Its main locus was 
on identified beneficiaries Poor peasants 
benefited when they got land as tenants or 
as landless Thes were no longer dependent 
on others lor meagre loddcr and luci re¬ 
quirements I urther/ there was esideiicc ol 
improsement of econoniic slat us also 
However, the papers noted that a large por¬ 
tion ol land allotted to landless or tenants 
was left uncultivated and the desired produv- 
liviiy parlicpiarlv 111 the hillv region could 
not be achieved 1 

It IS unlorliinale that the western region 
compiising Maharashtra and Ciujarai w.is 
not reprevJnicd among the papers presented 
except lor a briel paper on ‘C omparative 
Analysis of Owner and retiani Cultivation 
in Ciujarat Villages’ by Samar Dana iind 
K V S M Krishna. In Cnijaiat villages, 
tenants were tiot registered in the villages, 
and tenants were hesitant to reveal the in¬ 
cidence and terms ol tenancy contracts, tor 
tear of legal restrictions The survey results 
ol owners and tenants (all owner-cuni- 
tenants) tn Kheda district presented by Daita 
and his colleague showed that tenancy con¬ 
tributed to ellicient use ol inferior land, 
shifted from owners, with small household 
si/e to larger-si/ed households, and restric¬ 
tions on leasing ihiough state intervention 
might affect overall efficiency of land use 

1 he tribal area covering the southern 
parts of Bihar, pans of Madhya Pradesh. 
Maharashtra. Orissa and Andhra Pradesh 
have been the epicentres of naxalism; but 
again, no paper was presented on this pro¬ 
blem except for some sketchy references to 
tribals living in forest villages in Madhya 
Pradesh by M L Patel. Tribals in forest 
villages continued to have no tenancy rights 
despite occupation of land for long periods. 
Further, the new forest policy did not 
recognise the traditional rights and privileges 
of the tribals in the forest area. The iribal, 
who was the lord for the forest, was turned 
into a subject and placed under the forest 
department. There was very little discussion 
by the participants on the issue of land 
reform in the tribal areas. 

TVro papers, viz, (I) by Sawant of the 


Department of Agriculture Economics, 
Bombay Univeisity and (2) by Sanjees' 
Kapoor and Samar Dana clarified the inter¬ 
relationships across the states between land 
variables on one hand and economic 
variables on the other. Sawant's brief note 
on ‘Landlessness in Rural India: An Inter- 
Regional Perspective’ based on NSS 
staicwise data brought out that overall 
landlessness (those who owned below 0.4 
hectares including absolute landless) was 
oigiitiically linked with concentration ratio 
111 household ownership, and the association 
between the two was statistically significant 
at per cent level The association between 
per capita land and overall landlessness was 
lound to be negative and statistically signifi¬ 
cant indicating the impact of demographic 
pressures on landlessness. As regards the 
association between poverty and land¬ 
lessness II was positive and statistically 
signilicani. while there was an inverse and 
signihcant association between growth rate 
of loodgrain production and incidence of 
rural poverty Ciiven the degree of land¬ 
lessness, 11 was the predominance of 
agricultural labour households and low 
gtowih in production (vien\ panhus, which 
aggravated the poverty situation. A similar 
paper using iTie secondary data of .70s and 
KOs by Saiijeev Kapoor and Samar K Oalta, 
presented at the seminar, luriher confirm¬ 
ed the staiisiically significant 'positive 
association between percentage ol agri¬ 
cultural labourers to rural working popula¬ 
tion and percentage of rural population 
below poverty line These statistical exercises 
were noted to have important implications 
when considering the role of land reforms; 
land reform should contribute to reduction 
ol agricultural labour households, and 
simullaiieously improve growth rates. Vikash 
l*andey of IIM, in his paper "land Reforms, 
Cooperatives and Agricultural Transforma¬ 
tion' elucidated the linkages between land 
reform, co-operalives and agriculture growth 
with illustration from the experiences of 
Teicngana region of Andhra Pradesh. The 
limitations and failures of land reform con¬ 
tributed to the failure of the primary 
agricultural co-operatives and green revolu¬ 
tion and agricultural transformation fiad re¬ 
mained elusive 

Ni vs Economic Pot ic v (NEP), Land 

RLIORMS. AND RIIRAI DEVELOPMENT 

V S Vyas and C H Hanumantha Rao in¬ 
itialed the discussion on NEP. Vyas referred 
to the implications of NEP and ori'alisa- 
tion for agriculture One ol the implications 
of privatisation within agriculture would be 
a subordination of agriculture to the opera¬ 
tions multinationals and global market. 
He considered such subordination, would be 
harmful. What was important was to 
strengthen the rural institutions including 
land reform institutions to enable the market 
to function more efficiently for the welfare 
of the majority of people. Hanumantha 
Rao, drawing upon the experience of coun¬ 
tries like Japan and Korea, pointed out that 


there was no contradiction between land 
reforms and the dynamics of rural develop¬ 
ment. Radical land reforms iinplenicntcd by 
military administration in Japan and Korea 
contributed to the development of both 
agriculture and industry, more efficient 
lunciioning of the market, and demcKratisa- 
lion of rural society. There was no evidence 
that there were economies of scale in east 
Asia 40 years ago; and there were no signifi¬ 
cant economies of scale within Indian 
agriculture today. There was no reason to 
believe that small farmers, and for that 
matter land reform, acted as a constraint to 
development. He was categorical that there 
was no case for promoting the corporate sec¬ 
tor within Indian agriculture. He was also 
positive that land reform could contribute to 
market reforms and efficiency. B D Sharma 
commented that the new economic policy 
was an chiist design to meet the crisis of their 
need. Its extension to agriculture would 
benefit only the big farmers, and small and 
marginal farmers would he transformed into 
landless labourers. V V Krishna Rao was not 
in favour ot privatisation and unrestricted 
global integration. The emphasis on the role 
of markets, almost to the exclusion of 
government in agriculture, would neither be 
in the interest of efficiency nor social justice. 
R S Rao considered that the land reforms 
provided an alternative to iiew’ economic 
policy since they developed tnicrnal markets 
and contributed to widely diffused en¬ 
trepreneurship within agriculture. On the 
other hand, the new economic policy led to 
the dependence of the country on external 
markets and resources. G Parthasarathy 
identified three maior contradictions of the 
new economic policy as applied to agri¬ 
culture. Firstly, removal of input subsidies 
for the rich could result in a shift from en- 
treprencurtal agriculture to rentier agri¬ 
culture as the large farmers and the rich 
peasants leased out lands because of reduc¬ 
ed profitabtlity. Secondly, removal of sub¬ 
sidies for the marginal and small farmers 
would imply alternative safety net in the 
form of an expanded employment pro¬ 
gramme resulting in heavier financial 
burdens on the state. Thirdly, the entry of 
multinationals and big business into the 
rural sector could conflict with the goal of 
integrated rural development. Besides, the 
fate of rural masses could worsen since the 
entry of big business and multinationals 
could not be expected to improve the absorp¬ 
tion of growing labour of agriculture within 
non-agriculture, even while elasticity of 
employment to output within agriculture 
declined. Given such developments, the NEP 
should not be seen as a substitute for land 
reform either for promoting growth or 
equity within rural areas. 

The consensus of the seminar participants 
was that an ellective implementation of land 
reforms could contribute to efficient func¬ 
tioning of markets and would factlitate the 
shift to a non-subsidised agricultural growth, 
while simultaneously contributing to the 
goals of improved employment and equity. 
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Third World and Arms Trade 

Kn‘<i4*rirk (.'lairiiionic 

In the third world, West Asia has become, in large part due to its 
huge petroleum resources and the inherent conflictual proclivities 
of its autocracies abetted by external promoters, the focal point 
of the traffic of the international death merchants. 


SINCI- 1945 ,1 he third world hds K*en the 
locus of 125 wars, with tens ot millions 
dead; three-quarters ol them non- 
comhatants, with the Serbo-C roai 
butchery the latest in one more macabre 
sequel. Wars fought with conventional 
weapons bartered and bought from 
two main antagonistic suppliers; the 
advanced capitalist and admino- 
cominand economies. In the 1980s, global 
arms spending rocketed to about one 
trillion dollars yearly, two million dollars 
a minute. A grand celebration, indeed, of 
an exiguous profitariat of mega corpora¬ 
tions, and their nomenklaturisl clones in 
the barrack-room economics. 

The magnitudes have slightly tapered 
off in 1991, but what augurs to be a 
qualitative mutation has been the exit ol 
the ex-Soviet Union, one of the para¬ 
mount international death merchants 
(IDMs). Its place wilhbe taken by others; 
it already has with the US the grand traf- 
fteker leading the pack. The lost market 
.share of Reagan's ‘evil empire' is also likely 
to have adverse el led on hrance and 
Germany who have always been the prisi- 
leged jackals at the international arms 
banquet. 

In the third world. West Asia has 
become, in large pan due to its huge 
petroleum resources and the inherent con¬ 
flictual proclivities of its autocracies 
abetted by external promoters, the focal 
point of the traffic of the international 
death merchants Ineluctably, a regional 
cauldron of the bloodiest ol thir^ world 
convulsions. In Bush's 100-hour war, 
85,000 sorties with 90,000 tons of non¬ 
nuclear conventional weapons drenched 
Iraq and Kuwait In a flash the 
Pentagon’s spurious disiinction between 
low and high ttiicnsiiy conlltcis was blown 
to smithereens Unrestrained deployment 
of these engines ot death spawned, as 
Michael Klarc reminds us, a destruc¬ 
tiveness eqiinaleiii to ti\e Uiroshimas ' 

The gloiics ot Bush's(.oalition depicted 
with such panache hy C NN and its 
emulators brought into the living rooms 
of millions the sheer violence ol military 
muscle that had become all too laniiltar. 
Tomahawk mtssiles, l.isci-guided bombs, 
mega airvesplosivc bombs so lai that they 
could not even be fitted into the super 


bellies of super B-52s. As one of the 
celebrants of New York’s victory parade 
evclaimed; “Man, man it’s all victory. 
Hallelujah" Quite so, for the nature of 
war in the West Asia would never be the 
same again; it signalised the end of an era 
tor a new Terminator had burst forth who 
henceforth would brook no challenge to 
his marketing skills, prowess and 
supremacy. 

"This will not be another Vietnam’’, 
Bush exulted on November 30, 1990. “If 
one soldier has to go into battle, that 
soldier will have enough force behind him 
to w'in i will never, ever, agree to a 
halfway effort!’ The l,3S,(XX) dead proved- 
his point that he would not be another 
1 yndon Johnson, and that Schwarzkopf 
would not be another Westmoreland. The 
Vietnam syndrome had been excised; a 
lesson taught ostensibly never to be 
lorgotten. 

There was the other side ol the coin: 

Nothing that we had seen or read quite 
prepared us lor the particular form of 
devastation which has now befallen Iraq!’ 
lugubriously commented the United Nations 
observer leaiii on March 21, t99l The rcceni 
conflict has wrought near apocalyptical 
results on ihe infrasiructiirc of what had 
been, until January 1991, a rather highly 
uibanised mechanised society Now, most 
ot modern life support has been destroyed 
Ol rendered tenuous - 

T Ht Aksis Ba/a \k 

In the mid-1960s, global military 
outlays approximated S 570 bn; by 1990 
It hit S 950 bn; a rise of 70 per cent over 
the last quarter ut a century 1 hese olficial 
numbers arc underestimates given the 
prevalence ol colossal grey and black 
markets (witness the Serbo-Croatian arms 
deals) and the blatant dissimulation of 
arms expenditures and research m all 
countries Apart Irom these statistical 
considciations, the rate ol increase of the 
aims traffic is best exhibited over a 60-ycar 
lime span Based on league of Nations 
data, the arms ba/aar totalled S 4.5 bn in 
the I93(K (or around $ 50-60 bn in today’s 
money), but the woild now officially 
spends close to S 950 bn: a 15-fold 
boost ' 

1 here is no evidence that the erosion ot 


the cold war has been tran^ated into any 
appreciable cutbacks in arms outpyt and 
trade which means that the highly tyuted 
peace dividend has been pushed tb the 
Cirex-k calendars. Of the one trillion 
dollai s spent on arms in Ihe 80s, around 
S 860 bn was by the advanced capitalist 
countries and the command economies; 
S 140 bn by the third world which, as Ihe 
graph indicates, is the prime international 
market (55 per cent). 

Hitherto dominated by the two super¬ 
powers that grabbed two-thirds (1983-1990) 
of the third world export market, the arms 
bazaar is a concentrated market on both 
the supply and demand sides. Arms sales 
(1983-1990) to the third world outstripped 
S 301 bn with West Asia accounting for 
over 50 per cent of the official traffic. A 
number that can be further decomposed: 
Saiidi Arabia (S 57.3 bn) and Iraq (S 30.4 
bn) alone were recipients of one-third of 
third world purchases. 

West Asia has become the pivot of the 
international arms trade—both coven and 
overt—a commerce in which Ihe US is 
now the unquestioned market leader. US 
policy has contributed massively (and not 
only in Israel with its 300 nuclear 
warheads) to the mililarisalion* of West 
Asia. “The time has corned said Baker 
contritely on February 6 before Ihe House 
Foreign Affairs Committee, “to try to 
change the destructive pattern of military 
competition in the middle east, and reduce 
the arms flow into an area that is already 
overmilitaiised!’ 

These unctuous pieties on ‘the over- 
militarisation' of West Asia is one thing, 
but the profit imperatives of the IDMs are 
another. In the very month that Baker 
spoke, Ihe Pentagon informed the Senate 
that US arms sales (1991) would hit an all- 
iimc record of S 33 bn, with over half 
earmarked for West Asia, in March, 
Richard Cheney, defence secretary, flatly 
declared that the US would be selling 
more arms to West Asia and the third 
world, not fewer. Given these marketing 
plans, why then should China, which has 
already entered the first circle of Ihe 
IDMs, relinquish its sales to Iran? It is a 
twist on the logic of GM’s Charlie Wilson 
all over again; whai's good for the 

Table 

Third World Arms Imports 
1989-1991 



USA 

USSR 

1989 

34 

37 

1990 

29 

40 

1991 

59* 

14* 


Sotutr. Calculated from UN data. 

* Based on the author’s cmimates. 
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Graph i: Arms Sal£s to Third-World Countries 

% 25 billion 


A 



Noie : Excludes sales to the United States, USSR, Canada, Japan, Australia 
and Europe. 

Source: The Library of Congress, Congressional Research service. 


Pentagon is not necessarily good for ihe 
rest of the world There are no rules o( 

restrainl on mailers of arms sales that are 

0 

binding on the 'JS--or for ihai mallei on 
anyone else—irrespcctise of the plaiiitides 
of the 1991 Juls talks in Pans. 

Ten countries aeeounied lor almost 
85-90 per cent ol esporis- USSR, 
USA, France, the UK, FRO, China, 
Czechoslovakia. Poland, Italy and 
Switzerland w iih the preponderance ot the 
Big Five. Conversely, sesen ol the 15 
major third world couniries absorbed ihc 
bulk of arms impuris; seven in West Asia, 
and three (India, Alghanisian and 
Pakistan) in the Indian sub-coiiiineiii 

Till USSR 

In the arms tralfic (see graph) ihe two 
leading IDMs were running neck-io-nesk 
in 1983, but from then on ihe USSR 
spurted ahead; a trend drastically reversed 
Irom the end of that year. Although the 
post-August 2 events gave a vigorous 
thrust to US arms sales, enhancemeni of 
US market share in the third world and 
West Asia was discernible prior to ihai 
date. There was nothing fortuitous m this, 
it had become an explicit marketing ob¬ 
jective of the Pentagon. Henceforth, the 
marginalisation of the ex-Soviet Union 
will be exacerbated by the migration ol 
thousands of its high grade technologists 
and scientists in the arms sector in quesi 


of greener pastures. The table portrays the 
alicred configuration of power 

ll appears highly improbable that 
Yeltsin’s Russia—even on ihe fragile 
assumption that il retains its internal 
cohesion—will ever be able lo recoup 
aiiyihing near the losi market share of itic 
ev-USSR And in ihai interval ol lime, 
new aciors. new predators, significant 
struciural changes will have made 
themselves leli 

The siiuciural adjustment pioccsscs 
conlronimg an economy that is on ilic 
verge ol (.ollapse saddled with an infla- 
non rate ol 250 pei ceni yearly will be 
agonisingly painful, but ol the essence is 
ihai It has made the first step There is a 
positive side lo all this. The demolition ol 
Its great powci status, which apart trom 
Its hyperiiophied military complex, was 
largely an empty shell, opens to the ex- 
USSR III IIS current or other incarnations 
new Mstas ol growth and development 
akin possibly lo Germany and Japan in 
ihe iiiiiiicdijie posi-vvar decades. Thus, itic 
Soviei implosion and its eviction trom the 
lUM's luiiks puts II, paradoxical as it may 
seem, an historical step ahead ol the US, 

1 III Tiiiko Wnki) 

The collapse of the ex-USSR and its 
implicaiioiis on the international arms 
traffic transpires preci.sely at a moment 
when the world business cycle is dropping 


and the resources available to buy th^ 
arms (even at highly discounted rates) in 
the third world and elsewhere has 
diminished. West Asia on its own, and 
that applies no less to Saudi Arabia, the 
LI Dorado of the IDMs, is a lucrative but 
limited market; and it already shows signs 
of Fizzling oui. This deceleration of global 
capitalism is matched by yet another fac¬ 
tor no less potent: the drive to third world 
self-sufficiency, of which Iran. India and 
Pakistan are prime examples: and Ihe shift 
of many leading third world countries 
(that IS precisely the big-conventional im¬ 
porters of the last two decades) from con¬ 
ventional to non-conventional arms— 
biological, nuclear and chemical. 

In Ihe third world, real GDP plunged 
from 4..3 per cent (1988) to 2.9 per cent 
(1989) to 2.2 per cent (199())'' slated to 
plunge to less than I per cent in 1991.' 
Undoubtedly, the US and other IDMs will 
continue, by all conceivable marketing 
stratagems, to push arms sales. Here one 
perceives nonetheless an upper limit to 
their absorptive capacity, a point that 
appears to have now been reached. A 
movement aggravated by the catastrophic 
drop of third world primary commodity 
prices (including oil) and its perennial 
Himalayan debts, growing at 8-10 per cent 
yearly. Foi most third world couniries. 
debt servicing and military outlays 
outstrip 50-70 per cent of central govern¬ 
ment revenues. Debt service payments are 
projected lo leap from about $ 160-170 bn 
in Ihe late 1980s to well over S 200 bn in 
1992.'’ Moreover, there is the escalating 
costs of arms; since the second world war 
prices of US hi-tech weapons climbed 
200-fold as against a seven-fold increase 
of the general price level.’ Given the 
cumulative impact of these factors, the 
prospects for the third world being a sus¬ 
tained dumping ground for the IDMs in 
Ihe 90s are not so sanguine. 

Till UnimdStatls 

Bush's cold war triumph, of which 
Desert Storm is one component, cannot 
be continually recycled. Even in the short 
run. Bush’s market share aggrandisement 
III the international death trade is a 
wasting asset. Grabbing the market share 
of the ex-USSR, and no doubt to some 
extent that of France and Germany and 
other lesser fry, important as it is as an 
export earner for the US, must be analys¬ 
ed in yet another perspective; the inter¬ 
national arms trade is a mere 2.6 per cent 
of global trade. 

As we have stressed, there is an upper 
limit to the amount of laser and television 
guided bombs, computerised radars and 
patriot missiles, etc, that the third world 
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Graph 2: Imports of Major CohventkJnal Weapons 
1986-90 
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and West Asia can absorb. There'is, ol 
course, another palpable element at work, 
and that is the mounting hostility of world 
opinion against militarisation in all its 
ugly manifestations. A force that is 
gathering momentum and which cannoi 
be Ignored by Israel, the petro-autocracics 
and their lesser facsimiles in the third 
world. 

Bush’s loreign policy obsession has 
deviated public opinion from the abysmal 
failings ol the US economy, but the 
public’s mood judged by the latest ptills 
has drastically shilled, a lad which has 
not escaped his electoral handlers. Essen¬ 
tially, this means that the foundations of 
US economic health aie predicated on 
holding and acguiiitig international 
markets. But this is not happening, nearly 
all of the growth over the past year was 
in the third world as against exjuirts to the 
advanced capitalist countries that are stag¬ 
nant. Subsidising arms sales and mani¬ 
pulating the dollai exchange rale sinipK 
will not do the trick 

The crux ol the scourge that continues 
to bedevil the US power oligarchy is its 
in.sistence on retaining an anachronistic 
wat machine l-ven a paltiv and ludicrous 
5 per cent cut ot dcletice spending, as pm 
pouiided bv Senaioi I loyd Benisen. 
would still leave a sum ol S I 4 trillion over 
the next live years, ot 94 pei cent ol what 
it was over the last live years No doubt 
the Voliairean logic on god applies no less 
so lor the now delunci evil empire il it 
did not exist it would have to be invented 
Precisely, however, me same disintegrative 
processes at woik in the cx-cvil empire and 
the third world are also discernible in 
Bush’s America with its bleeding delicii 
exceeding S 2 tiillion and a social fabric 
that IS paiiilully being torn apart. Indeed, 
precisely the same causal but uiisyn- 
chronised factors that to a large measure 
induced the collapse ol the USSR is at 
work in Bush’s USA 


The continued pathology of a senile US 
arms spending can only further intensify 
the breakup of America As the 
Gorbachev-Yeltsin duo are discovering, the 
critical device in raising living standards 
IS by boosting output per worker, i e, pio- 
ductiviiy. Not only did US productivity 
decelerate in the 70s and 80s. but real 
hourly wages as well with little or no 
prospects of rising: and, ineluctably, the 
crescendo of poverty has already attained 
deafening proportions. 

This IS the entrenched affliction that 
president Lisenhower bravely sought to 
address—unsuccessfully. 

I.vcry gun that is made, everv warship luiiii 
ched, every rocket fired, signifies in the final 
sense a theft from those who are cold and 
arc not led This world in arms is not spen 
ding money alone II is spending ihc sweat 
of Us workers, the genius of us scieniisis, ihc 
hopes ol Us children '* 

This was his central thesis that went into 
his warning against the menace of the 
frantic proliferation of what he branded 
as 'the military-industrial complex'. A 
F rankenstein monstrosity whose growth 
Lisenhower could only have dimly con¬ 
ceived of in the decades to come. The 
actual numbers themselves, as revealed in 
the appalling findings of Seymour 
Mclman ol Colombia University, are 
indicative. I rom 1949 to 1989, budgetary 
allocation on arms (in 1982 $) was $ 8.2 
trillion; a sum greater than the value ot 
civilian industry’s plant and equipment of 
S 7.2 trillion. Further, in esery year from 
19.SI to 1991, military outlays exceeded 
the combined net profits of all US 
corporations 

Such manilcsiaiions of military Keyne¬ 
sianism have not stopped the rot in US 
manuiaciuring industry; rather, it has 
speeded it up. From 1977-87. 50 per cent 
of production workers were liquidated 
Irom the machine tool industry; 60 per 
cent from the farm machinery industry; 


68 per cent from the oil and gas equip¬ 
ment industry, 60 per cent from the min¬ 
ing equipment industry and 43 per cent 
from the textile equipment industry. The 
inventory is, of course, incomplete, and 
that in a fissured country that still ig¬ 
norantly perceives itself as the single 
superpower in international affairs. 

CONt I tl DING Rl-n.tCTIONS 

There is ample reason to celebrate the 
exit of ‘evil empire’ from the nrst circle 
of the IDMs, but distressingly the lessons 
to be drawn from the tragedy of the US- 
military-industrial complex and its con¬ 
nections with the third world have yet to 
be assimilated by the US political caste. 
But even in Bush’s America the populist 
anti-militarisi and other pressures are 
inexorably climbing, a movement that is 
slated to gather momentum in the months 
and years ahead. 
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PERSPECTIVES 


Art in the Age of Mechanical and 
‘Utsav’ical Reproduction 

G P Drnhpandf 

The Apna Utsav, which has become quite a feature of our social 
life, is a good example of commercialisation of art forms. A 
number of folk forms and their artists are brought to the big 
metropolitan centres for the consumption of well-to-do people. 
The government has no projects to preserve or further develop 
these forms and keep these poor artists away from starvation. 


I 

REVIEWING Indira Ganesan’s novel The 
Journey [Knopf. New York] in the New York 
Times Book Review, Mark Dcry wrote that 
her debut was a “symphony for the senses 
images in clean, economical prose—Kali 
worshippers with unkempt hair and 
ncckiacM ol skulls, while teeth biting 
into purple sugarcane, the ghost ol a 
madwoman There is little doubt that 
Dery has been swept off his feel by the “sym¬ 
phony for the senses” that Indira Ganesan's 
‘journey’ has offered him I have not read 
the novel. But I am concerned with Dery’s 
reception of the novel There is no leason 
to question Mark Dery’s viesv that the 
novel conveyed to him “images in clean, 
economical prose" What were those images 
IS amply made clear by the "Kali worship¬ 
pers with the unkempt hair”. It is a certain 
set of linages that rnakes India and, indeed, 
Asia real to the west. In late-capitalist society 
mechanisation of flTe, boredom, angst, en¬ 
nui turn life into a vast wasteland. In this 
situation these “images” of raw energy must 
appear exciting. Seeing images has another 
advantage They do not become dangerously 
real ever. They are always at a distance. 
Watching them is like watching wild animals 
in a sanctuary No wonder the ’journey' (like 
ride in a jeep in a sanctuary) becomes so 
fascinating. Indira Ganesan has hit the 
jackpot; or so it would seem. 

Asia and India have been an Euro- 
Americans' delight. To begin with, there was 
the raj and the snake-charmers. Theie has, 
of late, been a revival of that syndrome; with 
the difference that in good old colonial days 
it was the colonising Englishman who was 
creating those images in his romances or the 
‘shikar’ stories. Now Indian writers seem to 
have undertaken the job of supplying these 
“images in clean, economical prose”. The 
adjective “clean" itself tells quite a story. 
Images are not only at a safe distance from 
those who are supposed to receive them but 
also that they arc created in such clean, 
disinfeaed manner that the din and squalor, 
hunger and thirst (maybe among the Kali 
worshippers) cannot upset the rhythm of the 
reader’s life. Literature (relating to the orien¬ 


tal world) becomes one long excursion. II 
It IS Tuesday it must be Hanuman’s day that 
IS Delhi, India and so on. 

One can understand that the exotic and 
the ethnic attract the western reader because 
It IS being given to him without the heat and 
the dust! In Sanskrit criticism the word 
‘Sahitya’ (literature) has been defined as ‘Iha 
Vis’isian S’abdarthau' (in literature specific 
meanings and words go together).- The 
implication is that a particular relationship 
between a significr and a signified makes a 
given piece of writing literature It has been 
suggested in the same work that it can hap¬ 
pen in five different ways. What concerns 
my argument here is the lourih way called 
’Bhogikrii' attributed to Bhatlanayaka (dth 
century AD). The substance of his argument 
was that literature becomes what it is 
because the reader receives (or enjoys) it as 
such. He called it ‘Rasikavyapara’. This 
basically means that literature becomes what 
It IS the moment it interacts with the reader, 
etc Now, of course, the Rasikavyapara has 
been turned on its head. In many Indian 
languages today ‘vyapara’ means trade and 
commerce. It would seem that our authors 
and artists have that kind of Rasikavyapara 
in mind. They supply the commodities 
ardently desired by the western audiences. 
Give them the smells, the folk forms, the 
snakes, the Kali worshippers, the ghats of 
Banares and all the rest of it and collect your 
dollars A number of these writers live 
abroad and visit India occasionally. The 
women writers then wear the finest sarees, 
viSit their native places, give long interviews 
lo our ‘national’ media and then promptly 
switch back to their apartment in New York 
or London. 

let me not give the impres.sion that all 
these authors are a bunch of hypocrites. Pro¬ 
bably they are not. I do not know. Nor is 
It particularly relevant to my argument. It 
IS the internalisation of the logic of the 
western literary market that I am talking 
about. It is doing great damage to the world 
of experience of the Indian people and also 
their history. One is reminded of what 
Joseph Luis Borges once said: “The 
irresponsible game of a diffident man lack¬ 
ing the nerve to write stories but who 


amused himself by falsifying and twisting 
the stories of others”.’ That result becomes 
inevitable, the moment ‘he arts and crafts 
of this country hav; h^tn projected as the 
‘eternal’, ‘divine* comme dities. That will be 
the spirit of India, three thousand years of 
Its artistic history, a very market-specific 
falsification and distortion of the stories of 
the Indian people. In any event it does give 
many Indians their reason of internalising 
the demands of the western market. This 
internalisation is carried so far that any talk 
of ‘modernity’ is out of bounds for a 
number of critics. The Sahitya Akademy had 
organised a grand seminar in early 1991 to 
take a look at the end-century assessment 
of Indian writing. Reacting to a rather 
gloomy prognostications in the paper on 
modern Indian theatre a commentator bit¬ 
terly criticised the author of the (doubtless 
more than controversial and not a par¬ 
ticularly well written) paper because in the 
view of the learned commentator, it was 
ama/mg that for such theatre artists (like the 
writer of the paper) “colonial urban 
theatre is the reality, and the other 
indigenous theatre a non-reality!’'' The 
strange thing about this critique is not its 
defence of the “indigenous” theatre but 
rather the description of the urban theatre 
as “colonial urban theatre’’. This makes 
modernity itself colonial. To put it in 
another language the so-called contradiction 
between tradition and modernity becomes 
a contradiction between the colonial and the 
pre-colonial. The concerned paper obvious¬ 
ly was not particularly well thought out or 
well-articulated argument. But even if it 
were, the view of modernity as colonial and 
tradition as pre-colonial and hence pre¬ 
sumably anti-colonial would still have been 
articulated as thecounter-aigument. In India 
tradition is either glorified or feared and at¬ 
tacked. Those who glorify it treat it as if, 
like the Brahman, it were ‘nityonityanam’ 
(the constant amongst the inconstant). 
Modernity thus becomes ‘anitya’ (incons¬ 
tant) while the tradition becomes ‘nitya’ 
(constant).' 

One would perhaps have little to quarrel 
with It, had it actually explained the pro¬ 
blems of, shall we say. Indian theatre. Was 
not Kalidasa’s theatre ‘urban’? The love and 
affection with whicK the Yaksa talks of the 
city of Alaka, in his famous long poem 
Meghadutam make it really absurd to sug¬ 
gest that talking of urban theatre is talking 
of ‘colonial urban theatre’. Classical Indian 
poetry and theatre were both urban. There 
arc many absurdities prevalent in our ‘col¬ 
onial’ world of ideas. One of them is that 
the folk forms are the indigenous theatre for 
India and the Indians. This proposition is 
questionable on at least two scores. 

(a) It is not true that urban theatre is an 
invention of the so-called colonial times. 
There was urban theatre in India. 
The tradition got broken for various 
historical reasons. If there is new urban 
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theatre it is bound to be inOuenced by 
European theatre If our economy and 
politics are not free of it, how and why 
could It be diflereni for arts and theatre? 
(b) Secondly, the resival of the forms as one 
has witnessed over the last two decades 
or more has been influenced by the 
western market. It has little to do with 
Indian experience either rural or urban. 
There can be an exception like Chaumm 
Kniwal which has already dune close to 
a thousand shows in Marathi before 
moving to Europe. But one knows of 
plays which were done here not more 
than a score of ttmes but were taken to 
Europe to*itive the Europeans the thrills 
of what one might call ‘ethnotheatre’. 
And that is in my view transnationalising 
and thereby commerctalising theatre. 
The Indian audience is either irrelevant 
or as the new trend suggests it is an au¬ 
dience which wants ‘some’ theatre as it 
eats Its five-star suppers, f-or such an 
audience Indian languages can be a pro¬ 
blem It would rather have something in 
English or better still some ethnic stuff 
with lots of music, body-language, 
rituals and what have you, something 
you can relate to without much 
lamiliaiity with any Indian language or 
literary tradition 

II 

The search for ‘Indian theatre' oi 
‘Indians' in theatre is not however over the 
last ((uarter ot a century It has been a pro¬ 
duct of our coming to terms with the fact 
of colonialism. I'he so-called mcHlern Indian 
theatre and literature has grown in the 
shadow of colonialism It would have been 
surprising if that were not the case A people 
who had lost political power were bound to 
treat cultuial expression as one ol the many 
ways in which iransceiideiicc ot impctial 
dominance could be achiescd It was open 
to an IKth century (iciman critic and play 
wrighi (iotlsched to describe Shakespeare as 
a barbaiian Modern India would find such 
a thing unihinkabic This is not to say ihai 
Ciottsched was right I am citing this exam 
pie mainly to emphasise the poinl that the 
cultural assessment between two tree people- 
can be very di Herein So are then ways ol 
determining the canon I hat is whs 
Gottsched laied ( otiieillc higher than 
Shakespeaie and was ectually sehementU 
refuted by Ci 1 lessitig, in many ways the 
pioncet of modern Cieinian and indeed. 
European drama This kind ol debate is 
not possible in a colonised scicicly 
lliroughout the colonial peiiod the Indian 
attitude to I iiglisli and to such European 
literature as was available m translation was 
one of awe and leveiencc This probably is 
the reason why the modern revivalists arc 
talking ol 'colonial urban iheaire' 

But they ate wrong because they are 
ahistorical in their assessment No matter in 
what awe and reverence in which carls 
Indian ‘modern' dramatists might have held 
European wrtting, their own writing was 
more Indian than our globe-trotting theatre 


has been in one imponant respect. Their 
writing was very Indian in terms of its sen¬ 
sibility without being ethnotheatre in any 
sense of the term. If anything, they went 
back to the epics and the classical Indian 
theatre. S'armistha was done in Bengali 
sometime around 1856. Siia Swayamvaru 
was done in Marathi in 1843. Both Marathi 
and Malayalam S'akunialams went on stage 
m 1880 and so on. For, these writers going 
back to classics and Sanskrit theatre was in 
many ways, conscious or otherwise, an anti- 
imperialist act. They did that and created 
modern ‘urban theatre’ in the process. 

This aspect of the late 19th century Indian 
creativity is sometimes not seen in proper 
perspective because our historians and the 
nationalist movement coined the wrong 
word for it. What happened in several parts 
ol India during this period has been describ¬ 
ed as ‘renaissance’. Why this term was used 
IS a mystery but it did give an impression that 
‘European’ roles were being played out in 
modern India. Once such a myth did not 
matter. Today it does. Because the revivalists 
m arts arc more than willing to throw 
‘modernity and modernism’ out of the 
window in the name of some eternal, divine 
Indian spirit forgetting the fact that the 
S'vemvatara Upanisad'i, reference to iiitya 
cited above is in fact a dialectic of intya and 
anitya S’ankaracharya had gone to the 
extent of arguing in his Vivekachudamani 
that all divisions of time are in lact im¬ 
aginary (‘kalpita’).' Why then the resistance 
to model ml >, one can legitimately ask 

It has become neccs.sary to assert that 
while, we may describe this period of Indian 
history oi that as ‘renaissance’ ii was not 
Europeanisation of Indian history and arts 
C ulonialisin could not have been wished 
away Modern Indian sensibility including 
ol those who are expoiting Indian arts to 
Europe and America can be complete 
without Europe or the European experience 
In lact It IS the ‘naiivists’ w ho ate playing 
up to Europe and America more than the 
modernists. 

It IS not as though we arc t he only people 
who claim to be qumtessenttally ‘native’ and 
‘national' and indulge in slavish imitation 
ol west The lamous German poet and 
essayist Hans Magnus Enrensberger has 
described the situation in the third world 
countries vers aptly. He says, “Every chair, 
evei y bottle of lemonade, is a slavish imita¬ 
tion ot a foreign model, as if it would be 
unthinkable to invent something of one’s 
own, even if only a new reading-lamp or 
radio cabinet’’.' This is the Asian-African 
attitude to the west It is easy to sec that 
there has been no renaissance here what¬ 
soever We arc as dead as ever. In this situa¬ 
tion the tsars of culture want our theatre and 
arts to retain their ‘purity’, almost their 
virginity as if ari-torms were brides and 
w ives w ho have got to be chaste, pure, strictly 
adhering to tradition and what have you It 
they are, they can then be taken around to 
I’aris, Moscow; New York, Bonn or wherever 
in hard-currency areas. The market is 
unalterable. Hence the need to tailor our arts 


to the needs of the markets. Never before in 
human history had the compradors mas¬ 
queraded as sterling nationalists as they are 
doing today in the Held of management of 
culture! 

Ill 

However it would be wrong to blame them 
alone. Th^ have merely come and occupied 
the vacuum created by the successors to the 
so-called renaissance. The successors have 
divided themselves into two major groups. 
One group, an Indian avant-garde of a kind 
thinks that there is na such thing as tradi¬ 
tion and history. Modernity for them iv 
‘internationalisation’ of arts. The moment 
you mention history, they are suspicious. 
These positions are not written about. But 
one comes across advocates/champions of 
this position all over the place. Imitating 
post-modernist scepticism of holistic 
theories, these commentators are suspicious 
of the terms like Indian tradition or Hindu 
consciousness or Islamic traditions and so 
on. The belief seems to be that by not 
admitting these categories into the ’moder¬ 
nist’ discourse, they could be wished away 
or at any rate lorgotten. Arts seem to these 
people one whole international continuum. 
The only history admissible is the history of 
the concerned art-forms. Thus a Eilm- 
director may use miniature-paintings of 
medieval India as source-material. But that 
IS about all. These people have no patience 
with the history of the people or so it would 
seem. They are also aiming at the hard- 
currency market The difference probably is 
that in their use of a ‘modernist’ discourse, 
they pretend that they are not commercialis¬ 
ing their cinema or painting or theatre and 
so on. What difference there is between these 
artists and theoreticians who want to sell 
then ait abroad and those who want to sell 
a JMvani oi a Yakshagana abroad one will 
never know. 

This confusion would not have been there 
had they understood clearly that being 
modern is in the last analysis adopting 
‘modernism’ as a philosophical system. 
T here can be no philosophy without history 
and that too history of people, of their 
cultural make-up, of their sensibility. If our 
theatre and arts have any vitality it is because 
they arc products of our history. Our moder¬ 
nity is a part of our anti-imperialism or at 
any rate was at some stage. To deny history 
IS to deny art. The revivalists are doing it in 
one way. So are the modernists. Eric Wolf 
once said that anthropology needed to 
discover history.*' It would seem that some 
of our enthusiastic modernites must discover 
‘history’, otherwise the present vacuum will 
continue and will be Etlled by revivalists who 
take a static, idealistic view of history. The 
18th and 19th century European historians 
thought that non-Europeaits have no history 
and arts. The modernists are determined to 
prove them right by claiming that there is 
no such thing as tradition. The revivalists are 
determined to prove them right by taking 
history to be static, a once-given pheno¬ 
menon. The latter are more retrogressive 
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bfvuiM (hey become the lutural heirs to the 
soolled renaissance and prevent any no¬ 
tions of changeable art-forms from taking 
roots. All ‘modern’ experiments are out. 
Because like ‘urban theatre’, they are 
presumably colonial. 

The commercial principle here operates 
both domestically and internationally. The 
festivals of India are its international form. 
It can be partially justified as''a foreign- 
policy operation, if our folk-forms were to 
be useful in providing some relief to tired, 
bored, rich Europeans and thereby induce 
some investment-capital into India, no body 
can object at least on the grounds of an. 
That these exercises make people understand 
each other better is, of course, plain 
nonsense. In a post-modernist syndrome 
‘understanding’ of any kind is out. (This 
may be the reason why the organisers of the 
Festival of India in Germany have chosen 
a film based on a O'khov story. Familiarity 
might help in a situation where understan¬ 
ding is not possible.) Anyway, the foreign- 
policy considerations apart, the misuse of 
Indian arts and art-forms is continuing in 
good measure. And that has a domestic 
aspect too. This is more damaging than the 
international shows that are organised cveiy 
two or three years. 

The Apna Utsavs which have become 
quite a feature of our social life is a good 
example of commercialisation of art-lorms 
A number of folk-forms and their artists are 
brought to the big metropolitan centre lor 
the consumption of well-to-do people These 
artists are brought to the cities, paraded 
rouncFand then forgotten. Neither the cen¬ 
tral government nor the state governments 
has any projects to preserve or further 
develop these lorms and to keep these poor 
artists away from starvation. The state ol the 
traditional ‘tamasha’ artists in Maharashtra 
is pathetic. But no one is worried about 
them. The other day (to be precise in 
September 1991 in connection with India 
festival in Germany) an organiser told the 
Doordarshan with glee writ too large on his 
face how excited and contused these artists 
were about going abroad to perform In 
other words what happens to them befoie 
they perform abroad and alter needs no fur¬ 
ther elaboration. 

To ignore their survival is one crime. What 
IS no less worse is the new tendency that is 
growing in our not-so-modern urban theatre 
To use the techniques of folk-forms to pro¬ 
duce a new kind of urban theatre. As one 
aspiring director put it frankly in a seminar 
in Delhi a few years ago, you lake a good 
story and mix a folk-form with it! He was 
explaining his own production. This was a 
part of the Sangect Naiak Akademy scheme 
to encourage young directors to use folk- 
forms. He had to do the mixing, the frank¬ 
speaking director said, because the Akademy 
would not have given him the grant to do 
a production otherwise. In the same seminar 
a former Akademy official claimed that it 
was to the Akademy’s credit that people have 
become conscious of the folk-forms and had 
started using them. This is, of course, 
historically wrong but then bureaucrats 
cannot be accused of knowing history. They 


beh^ and talk as if they were making it."' 

All this indifference to history may, after 
all, be deliberate. Prople had turned to 
folk-forms on their own before these of¬ 
ficials came into existence on this planet. 
Kirloskar's theatre is full of reverberations 
of the vitality of the Indian folk-forms in 
more recent times. The Indian People’s 
Theatre Association had used many devices 
from folk-forms to create its theatre. These 
efforts were productive and creative precisely 
because they were a part of a mass- 
movement. It was no commercial proposi¬ 
tion and certainly no attempt to sell our arts 
to the western markets. Whether it was ur¬ 
ban theatre or people’s theatre it was, ob¬ 
jectively speaking, an attempt to challenge 
the imperialist dominance of our culture. 
What we have lost over the years is the 
general sense that we are lighting imperialist 
dominance trom economic base to the 
superstructural level The left movements m 
India made a brave effort to keep that pro¬ 
ject alive. But soon they too abandoned the 
project 

t 

IV 

The tragedy was complete It was bound 
to be The tradition became the exclusive 
preserve of the salesmen of culture. They 
then went about the job of projecting it 
without relercnce to the locale, to the tem¬ 
ple, to a given lorni, and so on. All this has 
been done not with a view to subvening the 
tradition which would have been welcome 
but rather to perpetuate it m a distorted 
manner Soon Doordarshan took it over. The 
preposterous serials on the Mahabharaia 
and the Ramayana are typical examples ol 
these. Interestingly they got international 
support as well. The Theatre and Drama 
Review the famous American quarterly 
edited by no less a person than Schechner 
came out with an article praising Kamanand 
Sagar’s Ramayana " The argument was 
typically colonial. It argued that those who 
criticised it were familiar with good western 
cinema (an example of Spielberg’s cinema 
was cued as advanced western cinema!). 
The poor, backward peasantry liked the 
simplistic fare (like m the Indian folk terms 
like ’Nautanki’) that was given by the Sagar 
serial. What was liked and appreciated by 
the Indian masses in these neatly designed 
religious stories was clear when the Ayodhya 
temple frenzy followed. The point is that 
there already exists international patronage 
to such self-destructive experiments with our 
culture, our epics and our folk-forms. 

To be sure, the modernists, the liberals and 
the left are in no small measure responsible 
for this. I have written on the Sagar 
Ramayana elsewhere and therefore will not 
go into it here (Incidentally the TDR 
article quoted above cites that article as one 
of the few attacks on Sagar Ramayana by 
‘wes ernised’ Indians!) The only point that 
one should make here is the complete or 
near-complete inability of modern Indian 
writers and dramatists to grasp what 
‘realism’ means or should mean. Way back 
in 1902 Rajwadc writing on the novel made 
the point that Marathi novelists'’ (his argu¬ 
ment would, however, be generally valid in 


India) always confused between naturalism 
and realism. Them was nothing ‘realistic* 
about their writing or their theatre. When 
they tried to be reaiislic, they succeeded 
merely in giving us naturalistic portrayals. 

It is amazing why this should have hap¬ 
pened. The ancient Indian tradition maka 
a vivid distinction between the twa In the 
classification of ptaures in a tract on pain¬ 
ting called Ciirasutn** a class of pictures 
has been named as ‘Viddhacitra’ the picture 
which faithfully portrays the things as they 
are. It was also called ‘Satyacitra’. ‘Satya’ 
here does not quite mean the truth. It means 
the quality of being an existent {'sal’i. In the 
famous play of Kalidasa, Abhynana Sakim- 
la/am, Oushyanta the hero talks of Kinddapi 
anvitam in his portrait of Sakuntala—the 
heroin. Hazariprasad Dwivedi has related 
that expression to the doctrine of ‘anvayana’ 
(conveying more than either the lines or 
words can convey).'' The Buddhist expres¬ 
sion ‘yatha bhutam’ (has become) "was used 
with reference to things as they are” imply¬ 
ing ‘‘the ripening of past causation in pre¬ 
sent effect”."’ This means that the realism 
either of the Balzacian or of the Lukacsian 
or of the Brechtian kind should not have 
been so unfamiliar even to the traditionalist. 
But that was not to be. 

The result has been pale naturalistic 
writing or in some cases rather crass socialist 
realistic writing. This created a vacuum of 
Its own kind. So when the ‘urban’ audiences 
rediscovered the energy and the beauty of 
the folk terms they decided to appropriate 
them. This (hey did in (he name of eternal 
India and what have you. The dialectic bet¬ 
ween nitya and anitya so typical of the 
Indian tradition was lost sight of. Early 
enthusiasm for these forms in the post- 
independent India soon degenerated into 
revivalism on the one hand and commer¬ 
cialism on the other. This salesmanship has 
gone to such an extent that in the dustjacket 
of a recent collection of Coomaraswamy’s 
essays published by the Indira Gandhi 
National Centre for Arts he has been 
described as some one who "revealed eastern 
culture to the west”. It is doubtful if 
Coomaraswamy himself would have seen 
that as a compliment. He believed in peren¬ 
nial philosophy and in any case in the 
indivisibility of all metaphysics. All that the 
editors of the volume, no doubt, admirers 
of Coomaraswamy have done is to look at 
his work by internalising the orientalist logic, 
although the title of the collection is ‘What 
Is Civilisation?’ and not ‘what is Indian 
Civilisation?’ I have cited this example 
largely because in India today ‘revivalism’ 
in arts (or even some modernity for that 
matter) goes hand in hand with this impa¬ 
tient desire to be understood and appreciated 
by the west. 

I am not suggesting that the west has to 
be avoided. One cannot do that any longer. 
My argument has been against the west 
being treated as market for our arts. It is 
unjust and unethical to the west and also to 
our art-lorms. Uur theatre is suffering from 
it in particular. Indian languages have 
suffered from this. (Because they cannot be 
understood cither in (he west or Increasing- 
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ly in ow urban centres) Indian theatre has 
for a long time been a victim of this. Artistic 
cognition and scientific cognition are dif¬ 
ferent. So are artistic and scieniinc produc¬ 
tions. in that sense artistic production ma) 
have international appeal but its production 
cannot and should not be subject to inter¬ 
national market. II and as long as we do not 
recognise this the misuse and vulgarisation 
of our theatre and art-forms generally would 
continue Artistic work intended for the 
‘international’ market turns an artist into 
“productive mechanic"'' whose mind 
ceases to be, to borrow a vedic espression, 
“the swiftest of birds"'" 
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REVIEWS 


Late Industrialisation 

UN 

AHia'H N«>\l (fiant: S<mth Korea and Late InduHirialisatiun by Alice H 
Amsden; Oxford University Press, New York and Oxford, 1989. 


THE discussion on industrialisaiion in 
South Korea has been dominated by the 
question of uhciher or not it fits the export- 
oriented model of the development of 
capitalism. The World Bank would have us 
believe that South Korea's success embodies 
the virtues of reliance on the world market 
and of following the logic of comparative 
advantage. Simultaneously, the current pro¬ 
blems of industrialisation in India and Latin 
America prompt the insistent advice that 
these countries should give up their 
'inward-looking' policies and open up their 
economies to world trade and capital flows. 
This discussion has intertwined with 
another—on the relative virtues of the 
market and state intervention. 

At the present time when there is a con¬ 
siderable debate in India on the comparative 
virtues of various policies it is useful to look 
carefully at the experience of Siouth Korea. 
The book under review is an important ad¬ 
dition to the literature on the meaning of 
South Korea's experience. The book, 
however, is prohibitively expensive (more 
than a thousand rupees) leaking it virtually 
impossible for even Indian libraries to get 
a copy. OUP has not thought it worthwhile 
to have a special Indian price. 

Part of this book grew out of the World 
Bank project entitled ‘The Acquisition of 
Technological Capability m Newly In¬ 
dustrialising Countries'. But Amsden very 
effectively debunks the various World 
Bank theses about the nature of Korea's 
industrialisation. She points out, “In Korea, 
instead of the market mechanism allocating 
resources and guiding private entrepreneur- 
ship. the government made most of the 
pivotal investment decisions. Instead of 
firms operating in a competitive market 
structure, they each operated wiih an 
extraordinary degree ol market control, pro 
tecied from loreign competition” (p l.)9). 

The very pervasive role of i he government 
in South Korea's industrialisation is usually 
explained away by holding that the 
"economy operates with a set of relative 
prices that is not greatly distorted” Neo 
classical economists would love this picture 
of investment, even government investment, 
largely responding to relative prices on the 
market. But Amsden argues, very effectively, 
that "not only has Korea not got relative 
prices right, it has deliberately gotten them 
'wrong'" (p 139). Nor is it true that relative 
prices in Korea were distorted in the direc¬ 
tion of favouring exports. “Prices were 
distorted in all directions in Korea—both for 


import substitutes and for exports—and 
often for one and the same product in the 
two ca)egoriesV 

Instead of accepting the ‘gains from trade' 
argument that specialisation on the basis of 
comparative advantage enhances economic 
growth, Korea attempted to "diversity into 
more industries in order to catch up” (p ISS). 
This diversification of the industrial struc¬ 
ture away from the specialisation prescribed 
by comparative advantage was accomplish¬ 
ed by the state intervening with subsidies to 
distort relative prices in order to stimulate 
economic activity This government interven¬ 
tion has been much more pervasive than in 
the I9ih century industnal revolutions. “The 
tariff epitomises the age of infant industry 
protection. The subsidy, which includes 
tariff protection and financial incentives, 
epitomises the struggle to industrialise after 
the Second World War” (p 14). 

Consequently, rather than being the result 
of any adherence to market principles, key 
economic variables, whether the amount of 
exports or the dollar price received foi them 
were “highly politicised outcomes” 

Amsden puts South Korean industrialisa¬ 
tion within the framework of what she calls 
“late industrialisation”. This includes a 
rather wide range of countries, from Japan 
to South Korea, Brazil and India. In fact, 
this category includes all those countries 
in which there is an “absence of novel 
technology" (Amsden 1990, p I4|. She con¬ 
trasts this “late industrialising” with the 
earliei industrialisations. 

Produciiviiy increases in Britain took 
place on the basis of invention, while those 
in USA and Ciermany took place on the 
basis of innovation In both cases “new 
technology provided leading firms with a 
competitive edge” (Amsden 1990, p I5|. By 
contrast, “the model ol late industrialisation 
has been one of borrowed technology from 
more advanced societies, or what may be 
called learning” 

Sltol'l took MAN'VihMbNt 

How then do late industrialisers achieve 
sulficiently high productivity to be able to 
compere internationally with the producers 
ol the novel technology? Amsden identifies 
some four Icaturcs as being characteristic of 
late industrialisation “These institutions 
include an interventionist state that 
deliberately distorts relative prices to 
stimulate economic growth, business groups 
that diversity vv idely to compete initially at 


the lower end of many markets, a strategic 
locus on shopfloor management, where 
respected engineers strive to achieve in¬ 
cremental productivity and quality impmve- 
menis, and a politically and economically 
weak labour movement (motivated in Korea 
by high real wage increases)" (p 320). 

The discussion of the strategic focus on 
shopHoor management is one of the most 
iiiicresting parts of the book. “The growth 
models of the market paradigm equate 
higher productivity with technological 
change, and then take technological change 
as exogenously determined” (p 323). Against 
what Amsden calls a “myopic” attention on 
R and D, she proposes that leading firms in 
late industrialisers must have “unusually 
pro-active production and operations 
management policies”. There are a number 
of components of these policies that are 
designed to bring about incremental changes 
in productivity and result in a production 
more efficient than in the original in¬ 
novators' factories. At one level this requires 
the assigning of high-quality managers to 
the shopfloor and continuous effort to in¬ 
crease technological capability. “Borrowing 
requires creativity, just as innovation or 
invention requires learning from others" 
(Amsden 1990, p 15). 

The other aspect of the strategic locus on 
the shopfloor is the adoption of labour 
policies that will ‘motivate’ a highly- 
educated workforce (characteristic of late 
industrialisers) to higher and more efficient 
production. “Neophytes that they were, 
Korean managers could never hope to 
manage in a tight, ‘Taylorist’ top-down 
fashion, at least not initially, because no one 
at the top knew enough about the processes 
to do so. Under these conditions, it was im¬ 
perative to rely on motivated workers, even 
if these workers possessed little more than 
formal schooling to exercise the most fun¬ 
damental skill of all—intelligence. In all of 
the new capital-intensive industries— 
continuous-process and especially fabrication- 
assembly operations and job shops of jumbo 
operations—production workers were 
motivated with relatively higher wages, first 
to get the product out of the door, and later 
to improve quality. In short, they were 
motivated to adopt a reasonably scientific 
approach to problem solving in a milieu 
whose technology was tacit, implicit, and not 
yet procedurised’’ 

Japanese production methods have ocen 
extensively used in South Korea. As against 
the decomposition of jobs with a centralisa¬ 
tion of the control function in the Taylor- 
Ford method of mass assembly-line produc¬ 
tion, Japanese methods have favoured a 
recomposition of the jobs, both in individual 
workers and groups of workers. This 
has made possible the integration of 
maintenance and quality control with pro- 


Economicand Political Weekly February 22, 1992 


40S 



LiC HOUSING FINANCE LTD. 

SERVING THROUGH 43 AREA OFFICES. 

Just 2 years old. yet with the largest marketing network Making housing finance available 
throughout the country With friendly people to assist you, it is no wonder LIC Housing Finance 

has grown so fast Backed by LIC - India's single largest contributor to housing with a vast marketing 
network of 4 5 lakh agents - and its own 43 Area offices. LIC Housing Finance Ltd will continue 
reaching more and more people everyday 

LIC HOUSING FINANCE LTD. 

Helping people realise their dreams. 




daCunha LtC 14 92 




































duciton. ihuii reducing dmn time, inven¬ 
tories and rejects. Needless to say this is 
achieved at the cost of an iniensilicd 
exploitation of the workers' labour power, 
since it involves intense mental effort on the 
part of all workers. 

The extent of dccenttalisation involved in 
the Japanese system of labour management 
should not be exaggerated. It involves only 
what might be called production and not 
strategic decisions. Further, it is not as 
though the workers are free to set their own 
pace of work. Rather, while the Taylor-Ford 
assembly-line system was an attempt at the 
spot control of labour, the JapanescAystem 
replaces it with a systemic control of labour 
[Manske 1990-911. In fact, the Taylor-Ford 
system came up against the irreducibility of 
the skilled workers' craft, so that small batch 
production (which remains essential in 
machinery production) remained immune to 
control in this system By, however, not try¬ 
ing to “lay bare the core of the labour pro¬ 
cess" (Manske 1990-91, p 64|, or the teihne 
of production, as Stephen Marglin |I990| 
would pul It, the Japanese method actually 
achieves a subordination ol skilled laboui 
far more effectively than the Taylor-Ford 
system could manage While earlier on piece¬ 
work was all that could be forced on skilled 
workers, now with the new computerised 
technologies of ccmirol, it is possible to hem 
this in by more accurate estimations of the 
time required to complete various jobs. Tins 
system aljows for the greater freedom for the 
worker that is necessary for quality produc¬ 
tion to be subsumed by management con¬ 
trol of strategic decisions Such freedom for 
the worker, freedom in operational decisions, 
IS not opposed to the interests of capital The 
Japanese success shows that it can well be 
harnessed for greater profitability and 
capital accumulation 

South Korea has followed Japan in ha\ing 
an inordinately-long work week and high 
gender inequalities in wages. Ihese help 
maintain its competitiveness in simple 
manufactures But in higher manufactures 
tt IS not enough to ensure production ol tlie 
neccssary quality "Considering the high 
level of efficiency in manul.icturing 
technology, laurels can no longer be gained 
by simply working fast and lunousls" 
(Manske 1990-1991, p 71) 

It has been pointed out that the lapanese 
system of kanhan, or 'just-in-time' or ‘zero 
inventory' met hod. is an ouit ome ot replac ■ 
ing the Taylor-Ford top-down system ol 
management by that of 'semi-horizontal co 
ordination' involving the delegation of some 
authority (only for operational decisions) to 
groups of workers (Masahiko Aoki 1990, 
274(. Along with this the assignment ol 
workers to different machines and functions 
develops workers' skills in a wider range of 
jobs As a result, “ mulii-tunctional 
workers arc more elfectise in operating 
multi-purpose machinc-s which are beginning 
to take over single-purpose machines as the 


emphasis shifts from economics ot scale to 
economics of timing in producing varieties 
of production" (Aoki 1990, p 275). This also 
means that learning on the job is not suffi¬ 
cient, and the worker must have a knoivledge 
about the general nature of the technology 
so as to be able to solve problems at the local 
level All this makes the Japanese system 
more efficient in industries “in which market 
conditions are characterised by continual 
and incremental changes and in which pro 
duction involves many processes". But in in¬ 
dustries in which markets are relatively stable 
and the production process more straight¬ 
forward, “the mass production method, 
utilising economies of specialisation and 
centralised co-ordination, may operate more 
efficiently " (Aoki 1990. p 2891 

iNUt SS SitllAIION 

This briel discussion of the Japanese (and 
adopted South Korean) system of produc¬ 
tion management brings out an important 
dillcicncc with the situation in India In con¬ 
trast to the ‘shop-flixvi as the strategic focus' 
emphasised by Amsden for South Korea 
(and Japan), in India finance and marketing 
seem to be points of focus (witness the rise 
of the Ambanis). At an impressionistic level. 
It would seem lhal while engineers were 
given greater importance in the lilties and 
sixties, since then this has not been so C ur- 
renlly, even engineers aspire to be MBAs and 
go into marketing and finance. 

At the level of managing laboui there is 
a marked ditlereiice between the systems 
prevailing in India, and those current in 
Japan or South Korea It might be, as 
Amsden points out, " India and iatin 
America received most ol their technical 
assisiance from Britain and the (Jnilcd 
Stales, lespeciiscls, mveiiiors and inriovalois 
whose indiisinal systems were in need ot 
rcTorm" (p 215) 

Ai the level ol R and D loo a dilleience 
can he seen While South Korean R and f) 
coiiiiiuicd ihe strategic focus on ihe 
shopflooi. Indian R and I) has spawned a 
huge sciciiiitic esiablishnieni tar removed 
Iroiii the aciiial pioblems ol production, of 
adapting, copy ing and improv mg technology 
imporied from abroad Outside of this scien- 
lilic esiablishnieni, at the firm level there is 
little cTlectivc R and 0 work A comparative 
study ol India and South Korea brought out 
the tact lhal while Indian design work was 
not mure than tinkering with the licensed 
designs. South Korean design work was more 
geared to producing own designs (F.dquisi 
and Jacobsson 1985) 

What does emerge from Amsden's study 
IS lhal South Korea's export performance is 
the result ol its ability to institute higher pro- 
ductisHv and better quality. Thts itself 
follows Iroin management systems and is not 
the result ol some “openness" of the 
economy Ihe way in which capital is 
organised and the kind of labour it is able 
to extract arc certainly lactors distinguishing 


South Korea from India. 

That production efficiency, including 
quality, plays Ihe key role in making 
manufactured exports possibk is seen in the 
conirasting responses of South Korean and 
Indian big business to government incentives 
and directives to export. In India the export 
requirement clause has often been met by big 
business houses channelising the exportable 
products of small industry, largely simple 
manufactures. The reason for this lies in the 
non-salcability of the upper range of Indian 
manufactures in export markets.' 

Coming back to Amsden’s main thesis, 
about 'late industrialisation’, some 
weaknesses m the analysis stand out. With 
regard to South Korea itself there is little 
analysis of the continuing role of foreign 
capital in different aspects of South Korean 
industrial activity Amsden’s conclusion is 
that It IS not significant. There may be licen¬ 
sing and technical collaboration agreements, 
hut according to her. managerial control 
remains firmly in South Korean hands. 
Analysis ol the Indian experience shows, 
however, lhal this control is not so easily 
established Numerous restrictive clauses in 
even purely technical collaboration 
agreements can restrict the managerial 
freedom of the Indian big business partner, 
including lesincnons on exports, and so on. 

Further, control is not just a matter of pre¬ 
sent operations alone. It is also, and more 
so, a matter of the ability to be able to carry 
out accumulation. This requires not just ac¬ 
cumulated money surpluses, but also access 
to technology and related machinery. If a 
firm has to go back to the same producers 
ol technology, those who had been bested 
by the more productive use of their own 
technology in the earlier period, then it is 
unlikely lhal there will be as much accom- 
niodaiion to the new request for technology 
Iransicr. 

The bouigcoisic may be driven by profits 
and competition, but it can learn. Playing 
oft one imperialist against another may help 
to an extent. But, there are signs that both 
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ihe US and Japan have learnt from South 
KoreaS productive vuccevses and have 
Secided to make it more difficult for South 
Korea to get the latest technology. Such 
policies will keep breaking down, as one 
technology-producing firm or the other, 
breaks ranks to gain an immediate advan¬ 
tage over Its rivals. But even such breaches 
of the agreements are likely lo have costs, 
both economic and political 

Asia's Nt \i Gi-wi'* 

This then brings us to the iiiev liable 
point—that it is not possible to think ol 
South Korea as ‘Asia's Nc\i Ciiani' unless ii 
is able to break the existing monopolies in 
the production of technology. Not all ihc 
vaunted success in production efficiencT vs ill 
enable the South Korean bourgeoisie lo 
break its dependence in ihe sphere ot 
lechnology. There is no auiomaiic route 
from production efficiency to the produs- 
lion of new lechnology iisell South Korea's 
success in its present emphasis on achieving 
superior production cfncicncies, will not ol 
itself lead to success in the production ot 
lechnology In the case of Japan too there 
was no such link. It look Japan decades ol 
substantial scientific effort lo emerge as a 
producer of new technologies in the 80s ol 
this century Further, Japan's status as an in¬ 
dustrial giant today is not based on just its 
production efficiencies, but also on ns 
mastery of new tt'chnology production The 
second could not have been achieved without 
the first, but the first dives not aulomalically 
lead to the second 

Inability to break into the production ol 
lechnology has meant that South Korea is 
facing increasingly the problem ot the low 
per capita value of ns manulactured exports 
For instance, South Korea trailed Japan by 
only I million units in the manufacture ol 
TVs in 1989 But the average TV was worth 
only US $ 1.J5 comparcxl to US S 474 for one 
made in Japan {har hu-itern Liononm 
Review^ October .11, |99|) low unit value 
of exports, increasing pavments loi 
lechnology imports and the nccessnv lo 
break the existing monopolies in the pnvdus 
lion of technologies are all leaiures ol Soiiili 
Korea's present economic crisis 

Reports show that South Korea has been 
attempting to break ns technological 
dependence on Japan and the United States 
The major South Korean electronics firms 
“. fund research eflorts that have no im 
mediate pay-olfs simply to break then 
technological dependence " As a conse¬ 
quence of these efforts evn a wide scale 
Samsung Electronics “ finished in a vir¬ 
tual dead-heai with market leader Toshiba 
Corp ol Japan in the race to introduec the 
world's first Ib-megabn DRAM semicon¬ 
ductor" {har Eastern txonttmic Review. 
October 31. 1991). But for all that the South 
Korean effort still remains minuscule in 
comparison to that ol Japan or the US 
South Korea's total spending on all R and D 


(not just electronics) is less than half of 
IBM’s research budget. 

Expressing the contradiction of South 
Korea's position in a more general way, it 
may be pointed out that while industrialisa¬ 
tion by learning and with the adoption of 
'superior' methods of labour management 
can lead to higher production efficiencies 
than in the country that originated the 
lechnology. there is, however, a limit to the 
extent of such increases in productivity and 
quality, a limit set by the nature of the 
original technology (This, in a sense, is 
analogous to Ihe limits to innovation set by 
invention.) An analysis of such limits to 
'indusirialisaiion by learning' is absent in 
Ainsden's otherwise important book 

I urthcr, the production ol technology 
then shows up as the main controlling fac¬ 
tor in the hands of the industrialised (im¬ 
perialist) countries Breaking this tech¬ 
nological dependence requires something 
scry diltereni Irom learning to produce more 
elliciently This question is not at all touched 
upon in Amsden's book. In fact, it is an 
analysis ol this aspect that would reveal the 
dillerence between Japan and other ‘late 
industrialisers' 

\khilc pointing out these weaknesses ol 
the book's analysis ol the contradictions 
now being laced by South Korea, one should 
not lose sight of its impivriant lesson for a 
bourgeoisie as India's—the necessity ol im¬ 
proving production efficiencies, shifting the 
strategic emphasis to the shop-lloor, in¬ 
stituting new forms ol controlling and using 
labour, and linking K and D lo the problems 
of absorbing, mastering and adapting (mak¬ 
ing marginal improvemenis in) loreign 
technology The relative laiinrc of India's 
Science and lechnology elloit lo make an 
impact on pioduciion shows that without 
mastering produclion ol various kinds, 
technological breakihroughs arc unlikely lo 
be torihcoming 

What the response ol workers should be 
lo such a change in the capitalist project is 
something that has not been touched upon 
in this review 


Nolo 

I There arc olher eonirasis bciween Souih 
Korea and India, bul ihey do not involve Ihe 
core ol Ihe iheory ol laic industrialisation 
Kalher. ihcv opcraie as preconditions tor the 
success ol laic indusirialisaiion One impor- 
lanl conirasi is South Korea's suecesslul 
agrarian relorm as againsi that of India As 
Hagehi poinls oul. ".Aparl Irom creating the 
basis tor a relaiively egalitarian disinbulion 
in rural areas (ihe permissible ceiling on land- 
holdings was SI nelly enforced, so that there 
was no free market injand making for a more 
unequal disinbulion later), ihe land r^orm 
ile\lro\ed the power of landlords as a class, 
and left a single avenue for amassing wealth 
for ambitious men, viz. capitalist enterprise" 
11987, p 33, emphasised added). Subsequent 
price policies ensured a high real income per 
farming family, helping a rapid rise in wages. 


which “hat driven the inoic prudent Firms 
to invest in greater technological capability 
for the futuic” {Amsden, p 189). 

Another contrast between South Korea 
and India lies in the role of military .‘xpen- 
diiures. In the case of South Korea high 
military expenditures have been Tingnced by 
US aid, which meant that thesl|t expenditures 
did not reduce Ihe surplus available for ac¬ 
cumulation. In India's case high military 
(including what is conventionally called 
police or paramilitary) expenditures have 
been a major factor in the reduction of the 
surplus available for accumulation. 
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THIS book IS a swII-iinK'd sollciiion ol 
rts.iys on the el tests ot strueiurul asljiistmeni 
on labs>ur inurkels. I lie book has tise ses- 
.lions, wliieh deal Aiih eoneeplual issues, the 
'intorinulisalion' ot the labour torse, other 
labour market responses lo siruelural .<djusl- 
ment, regulation ansi prisatisaiuin The 
stualiiy ot the sontribulions is sanest, 1 
toiiiid the papers m the second seelion is> be 
the most interesiing, novel and ssell-rs’searsh- 
esi and this res is-ss ssill fsKus on these essass 
A sominon bibliography and subject inds's 
ssould have been an useful addition to this 
volume 

Ills' orihodox sis-vs ot siiiisliiral ,id|iisi- 
inenl regards taboiii niarks-l rigidiis oi more 
esplisills the 'piolesls'd' labour torse in ihe 
tormat seslor as an obsiasle lo eniplosineni 
evpansion and output giossih (In tins son 
test, •protcelion' relers to workers .sliose 
employmenl eoniraeis are in some vs,iss 
s'osered bs some loim ol labour legislalion ) 
Ibis view assumes that greater 'nesibilils' 
III the use ol labour and less stale and 
legislaiive inierscniion in ihe liinelioning ol 
the labour ‘market' will raise overall cmplov- 
meni An integral pari ol siiueiural adtusi 
meni is the dismantling ot so called laboiii 
markei rigidilies oi, in olhei words, giving 
employers the right to lire ai will, to lower 
wages, to bypass labour standards and salelv 
regulations, and to undermine essential trade 
union rights In praciiee, structural adjust, 
meni has been aeeompanied by w h ii has 
been termed the ‘inlormalisaiion' ol the 
labour maikels Hy this is meant a lelalive. 
and 111 some cases absolute, shill ol emplov 
meni from the formal sector lo the inlor- 
inal sector. (1 here are, of course, ditlerences 
ol opinion on w hal eonsiiiutes ‘lormar and 
‘inlormal' and the paper by Victor Ii knian 
deals with just this issue t At a geneial level, 
there arc two componeni', lo ihopiocess ol 
inlormalisaiion' lirsi, in lernis ol the shill 
in production structure, iherc is increased 
aclisiiy outside the ‘tormal' sector and, 
secondly, in terms of conditions vsl employ 
ment, there is a lowering of labour standards 
(examples include a decline in employnieni 
security, a shill towards casual labour, and 
the repression of trade unions) flie papers 
in the second section of the book' dot umeni 
the nature ol informalisation and question 
the orthodox v icw of the role ol the labour 
market during a period of structural adjusi- 
ment. 

In an excellent paper on sub S,ili,n:in 
Africa, Jan Vandemoortele dotunienis a 
major decline in formal sector emplov mem 
in many countries—the decline in loial wage 


emplov mem w.is as high .as 33 6 per cent in 
ihet emial Alricaii Kepublic beivvoen 1980 
and l986 -.iliei the adoption ol stiiiciural 
.idjiisinieni programmes Abtiul 3()couniries 
III .\liit.i .iieal ditleiem stages of iniplenien- 
iiiig siabilisaiion and sirutiural adjusimeni 
proeMinnies and, as Vandemooilele writes, 
“evidence is building up that they are nol 
iii.iknig s,iuslaclc)iv progress towards eiiew- 
ed glow III ,nid dcvelopmeiil in the region" 
(p 82) Heiwecii 1980 and 1989. pei capita 
tiDI* in sub Sali.ir.nl Alrica dropped by ap- 
prcisiiii Jielv one tilth Vk hile siruelural ad- 
jusim.'iil proi’i.nimies ‘succeeded' in intro- 
cliiciiii; llesibihiv' niic) the labour market 
(wIikIi nie.'iis th.ii eiiiplovnient and olleii 
nKoiiies ol ih.' woiking people collapsed), 
ihev l.iileJ. iioi sinpnsiiiglv, lo generate 
highei erovvih ol iiicoine and employmenl 
lour aspccis ol labour markei adjusimeni 
are examined in ibis paper the erosion and 
compiession ol wages, stagnation in mtxlern 
secioi wage employ mem, mounting un 
employment and ihc saiuraiion ol the irilor 
mal sc'ilor and the agricultural scvlor lahoiir- 
s|ionges I shall illusiraleeach ol ihesewiih 
examples Ironi Ihe book 

I irsi, with Ihe adoption of siruelural ad- 


jusiineni programmes, there was a rapid fall 
in real wages in 26 of the 27 countries 
exaninied (the exception was Seychelles) m 
the I98(K this fall was accompanied by a 
ii.irrovving ol occupational wage differentials. 
In addition, real wages fell more rapidly than 
per capita income, resulting in the imposi* 
non ot an unequal burden on wage earners. 
I he erosion c>l wages was most pronounced 
in the public sector. All the evidence in¬ 
dicates ih.'ii real wages have not been rigid 
in the rexeni pasi The paper by Christopher 
( olclougli (in the third section) is devoted 
soley to the question of wage flexibility in 
sub Saharan Africa, and also establishes, in. 
greatei statistleal detail, Ihe sharp decline in 
real wages in sub-Saharan Africa since 1*”“ 
l.ile I97()s 

A secvind tuaiurc ol adjustment was me 
stagnation ol employmenl growth in Ihc 
modern sector. The annual growth of 
employment in 14 sub-Saharan African 
counines declined from 3 per cent in 1975-80 
lo merely I per eeni between 1980 and 1985. 

I iirihermore, Ihc decline was sicepesi in Ihe 
industrial seeloi where employment growth 
decelerated from 2.6 per cent to 0.1 per cent 
over the same period. Public sector employ¬ 
menl declined sharply and ihe private sector 
was unable to eompensaic lor these job 
losses There was an absolute devime in wage 
employ meni in Aimbia, /.lire, ( iunibiu and 
the t ennui Alriean Kepnbhc during Itic 8(K. 

I hesc data coniradiel ihc eonveniional un¬ 
wisdom that lowei wages lead to higher 
employmenl 

I Inrdly, iheic was a huge expans.on in 
iiiiemploy mem 1 he urban rate ol unemploy- 
meiii doubled m sub-Saharan Alnea cner 
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thelul IS years. (Jncmploymcni was parti¬ 
cularly rampant among youth, women aiiJ 
educated persons, lastly, the informal sec¬ 
tor acted as a kind of labour sponge but it 
did so by creating low produciisity jobs and 
eased unemployment only "by converting it 
into underemployment" (p 

The findings of Brian Roberts on the 
nature of informal employment in Mcsico 
are as striking as those of Vandemoorteic for 
Africa, and challenge the new- populist 
romanticisation of the informal sector. 
Roberts argues that “there is little evidence 
that |ihe informal sector) makes any in¬ 
dependent contribution to employment 
generation” (p 117) Furthermore, he argues 
that the reason for the existence of informal 
employment on such a large scale is "not ex¬ 
cessive government regulation” as argued by 
the neo-liberals (and as exemplified in the 
work of Hernando de Soto) but ”iis mel 
fective nature" (ibid). These arguments are 
substantiated with data on the inlormal sec¬ 
tor in Mexico that derive from large- and 
small-scale surveys 

The period up to I9K0 in Mexico was 
characterised by a rise in the proportion ol 
wage earners in the total labour foicc and 
a decline in the share of sell-employ nieiii 
and family-based employmeni li uus .dvo 
a period when average real wages rose, w hen 
labour rights improved, and the coverage oi 
social security expanded By conirasi, there 
was a substantial increase m inlormal 
employmeni in the 80s, an increase that oc 
curred ail over laitn America, accompanied 
by a shift in the industrial structure away 
from manufacturing and towards services 
Roberts investigates the characteristics ol 
informal employmeni and finds that the in 
formal sector does not comprise activities 
with a potential for high income generation 
To take an example, in a survey ol ihe in 
formal sector in Mexico City in 1987-KN. ovei 
40 per cent of boih the self-employed and 
informal sector employees inierviewed earn 
ed less than ihe minimum salarv, and this 
was when the minimum salary had declined 
by 50 per cent as compared lo 1980 On the 
deterioration in the conditions ol woik in 
the informal sector, Roberts Lonsludcs and 
this stands in sharp contrast to ihc opinion 
of those w ho emphasise detegulaiion - ihal 
it is “urgeni lo bring the stale back in” 
(p 155), and to “extend wellare and laboiii 
rights to the enure working populaiion” 
(ibid) C onlrasi this, loi instanve. with ihc 
views of de Soto w ho argues i hal less rcgula 
tion and less government iniervenlion is 
needed to allow the "creative" lalcnis ol in 
formal sector entrepreneurs lo nourish (Her 
nando de Soto, TAe Other I’uih. 1989. p 91) 

In order lo “bring the state hack in", ii 
is important lo idcntily ilie specitic types ol 
regulation or lack ol regulation that exist 
with respect lo the inlormal sector, and this 
is attempted by Victor lokman In doing so, 
Tokman draws on his experience of diflereni 
Latin American couniries and on the many 
studies sponsored by the IK) in Laiin 


America. There is a aseful discussion of the 
kinds of iegality—and illegality—that 
characterise the informal sector. A distinc¬ 
tion IS drawn between legality in labour 
issues (e g, conforming to minimum wage 
regulations), legality in terms ol the recogni¬ 
tion of the production unit (c g, rcgisiraiion). 
and legality relating to the payment ol taxes 
The paper also documents the costs ol 
becoming legal and Finds large variations in 
these costs across countries, in terms of 
money and lime. Tokman argues that there 
IS scope for improving rules and procedures 
to lower the costs of becoming legal. The 
issue IS how and what to regulate—there is 
much to be done in terms of labour regula¬ 
tion, for instance—and not simply one of 
eliminating government intervention.' 

In another useful paper, Ijyurdes Bencria, 
using primary data from Mexico City, docu¬ 
ments the impact of structural adjusiment 
on pvMir urban households and describes the 


WHEN Ajit Roy in his brief ‘Forward’ (sic) 
to this slim volume opines that “Fr Stan has 
a unique opportunity of witnessing the role 
and impact of religion vis-a-vis the socio¬ 
political currents and cross-currents, from 
the two op)x)site ends of the spectrum’, one’s 
expectations soar only to be sorely disap¬ 
pointed. For whatever ‘opportunity’ there 
might have been seems to be mis.sed or rather 
wasted What we have instead is a critique 
of the established religions from a classical 
Marxist perspective. But the critique is not 
always constructive and the persixctivc often 
quite inflexible. 

Certainly institutionalised religion in this 
country today is weighed down by funda¬ 
mentalist dogmatism and political reviva¬ 
lism, and this needs to be critiqued and ex¬ 
posed. Bui when ideological inflexibility en¬ 
counters religious rigidity the outcome can 
hardly be creative or con.siructive. The book 
is quite innocent of the recent self-criiicism 
within Marxism in its encounter with 
religion, especially Christianity. Karl 
Kautsky, Ernst Bloch, Roger Uarudy, to 
mention a few, do not feature here, l.ikewise 
the liberative potential of religion is relegated 
to “another book in the near future’’. This 
can hardly be a justifiable reason for so 
partial a treatment of .so vital and urgeni a 
theme today, and it falls far short of Ihe 
“thoroughgoing in-depth study” the authoi 
promises 10 activists in the Introduction 
(p 5) 

The expose of the major religious 
traditions follows vvell known authors: 
D D Kosambi, F Houtari, Asghar Ali 
Engineer. But when opponents are sum- 


vuivival strategies used to overcome the gicM 
difFiculiies they face in ensuring subsistence 

In the section on regulation, the two 
papers on the experience of western Europe 
arc of interest. Werner Sendgenbeiger makes 
a convincing case for strengthening labour 
standards in a period of restructuring and 
Christoph Buchiemann shows how the sus¬ 
pension ol employmeni protection in (West) 
Germany did not stimulate employment 
growth. 

Based on detailed country- and sector- 
specific research, the essays in this book con¬ 
stitute another addition to the growing pile 
of evidence that contradicts Ihe basic 
assumptions of the orthodox view of struc¬ 
tural adjustment. It brings out in compelling 
detail the heav y burden imposed by Ihe IMF 
and World Bank-led structural adjustment 
programmes on the working people and the 
fallacy of bclicv ing that labour ‘rigidities’ are 
ihe root cause of economic stagnation. 


marily dismissed because they supposedly 
“arc either ignorant or have bad faith” (p 8) 
the author becomes as vulnerable to the very 
same charge, from those who are neither 
’fellow travellers’ nor ‘true believers' with the 
author. The resulting monologue can only 
lead to a dead end. 

The Final conclusion that the author 
recommends lo “political activists who are 
intent on bringing about the transformation 
of society with regard to religion”, is “not 
to collide head on [with] the existing 
religious systems” (p 179) but to bring 
“about a revolutionary transformation of the 
material conditions of the mode of produc¬ 
tion” (p 180). 1 his is not a very exciting con¬ 
clusion after 180 pages! 

There are numerous misprints that pepper 
the pages of this book. More careful editing 
would have prevented Ihe ‘printer’s devil’ 
from obscuring the sense so that at times the 
reader can only guess at what is being said. 
Hopefully the promised sequence to this 
book will not be so bedevilled. 

In the Final analysis, Religion as a Milkal 
Weapon disappoints because the author’s 
presentation is so circumscribed by his 
ideological tools, that he is likely lo end up 
merely ‘preaching to the converted’ and does 
not really contribute constructively to the 
dangerously explosive mix of religion and 
politics in this country. Hopefully the ‘op¬ 
portunity’ missed here will not be wasted 
again in the follow-up volume promised. 
However, to this reviewer it would seem, that 
a carefully revised and adequately integrated 
presentation would better r^eem the oppor¬ 
tunity lost here. 


Missed Opportunity 

Rudolf C Heredia 

Relijpun as Political Weapon by Stan Ijourdusamy; Multi Book Agency, 
Calcutta, 1990; dd 180, Rs 35. 
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SPECIAL ARTICLES 


Are Grazing Lands ‘Wastelands’? 

Some Evidence from Rajasthan 

Rita Brara 

The dominant view contends that vast tracts of common grazing land are wastelands to be greened in the wake 
of the environmental crisis confronting the country’s and and semi-arid zones. Clearly there can be no definition 
of wasteland other than that which draws attention to its defining feature of uselessness. What is to be investigated 
then, is whether this land and its produce, if any, has a use value at all. 

This article, based on a study in the Sikar district of Rajasthan, juxtaposes the state’s view (incorporating the 
scientists definition) of wastelands to the villagers’-perception of the commons which draws its characteristics 
and validity from the shared context of local inhabitants. 


THE language ihai character ISC', the debate 
on environment in the country offers a mode 
of classification worthy of study by itselt 
The very description of the environmental 
problem leads to alternative directions lor 
Its resolution 

The dominant view contends that va-i 
tracts of common grazing land arc waste¬ 
lands to be greened in the wake of the en¬ 
vironmental crisis confronting the country's 
arid and semi-arid /ones. It is apparent that 
there can be no definition of wasteland other 
than that which draws attention to its defin¬ 
ing feature of uselessness. What is to be in¬ 
vestigated, then, is whether this land and its 
produge, if any, has a use value at all. 

Often, the land revenue record has been 
taken as the basts for identifying wastelands 
(classified as non-rcvenue-yielding lands) 
and the legacy of land settlements under the 
British government/princcly states has car- 
rted over into (he present lor .some pur- 
|K>ses, lands producing less than one-fifth 
of their potential have been regarded as 
wastes (see, Bhumbla and Khaic, ud| without 
explaining how estimates of either the poten¬ 
tial or the actual were obtained Wastelands 
have also been described by focusing upon 
the physical characlerislies ol the terrain, 
such as the lack of top soil and toxicity 
toward plant growth [Bhumbla and Khare, 
iidj or Its sandy, stony, gravelly- or saline 
qualities |Kam et al, I9S3; Yadas, 1986] But 
then these lands, as kam et al observt, were 
nevertheless used for grazing. 

The modalities ol redressing wastelands 
have often been proposed and planned by 
the government in concurrence with the 
natural scienfisis The latter hasc been 
associated with the gosemment for their 
technical expertise on growing treis, ex¬ 
peditiously checking the onset ol bare, 
scgetation-less stretches, countering deserti- 
sation threats and in working out subsis¬ 
tence-oriented allorestaiion schemes 

In the area of our study, si/, the fachh- 
mangarh 'lelisil' in the Sikar district ol 
Rajasthan, the schemes approved by the 
scientists were far removed from the contexts 
of users dependent upon the siill-exisiing 


natural diversity ol vegetation on the com¬ 
mon lands and the monsoonal resurgence ol 
pastoral grasses ' Often, the government 
had, inadvcrienfly perhaps, jeopardised the 
interests ol users by centrally determining 
what constituted subsistence from the com¬ 
mons in diverse, ecological contexts over¬ 
looking their present use value Olten, the 
losses from these schemes exceeded the gains 
that were presumed 

Against the depiction of the commons as 
waste was another view that drew tts charac¬ 
teristics and validity from the shared local 
context of village inhabitants, even though 
it often ran counter to the enacted laws ol 
the slate. From this perspective, the com¬ 
mons (i) oflered a regenerative vegetation 
that supported the livelihoods of the small 
holder: (ii) when seen along seasonal dimen¬ 
sions, over the course of a year, this vcgcia- 
lioii ol the commons appeared at critical 
lunciures in the (odder cycle of small holders 
who were also livestock-rearers, and (in) the 
produce of the commons was valued by 
village inhabitants as epiiomiscd in the 
regulations that governed its use and sale in 
the interests ol the villagers as a collectivity. 
Village inhabiianis defined their own com¬ 
mons and differentiated them from the com¬ 
mons ol evther villages, irrespective ol 
whether these lands were classified in the 
land revenue records as ‘charagah' (perma¬ 
nent pasture), ‘gairmumkin’ (revenue-free 
state government lands), 'siwai-chak' (lands 
vesiing III the stale government) or as lands 
tailing under the jurisdiction ol the loresi 
depariineni I he actual extent ol the com¬ 
mons and the quantum ol commons' pro¬ 
duce at their disposal was evidently 
understated in the official land records and 
in the estimates that relied upon the latter. 

Tracis of land identified by the villagers 
as their commons had multiple uses that co¬ 
existed with grazing. The forages afforded 
by tFc commons loo were a part of the 
natural vegetation that offered other uses as 
well It was the less well-to-do inhabitants 
of the dryland tracts who even now utilised 
tbe natural vegetation for meeting thcT fod¬ 
der, limber and fuel needs; for their that¬ 


ching fcquiremenis and raw materials from 
which they crafted articles of daily use such 
as baskets and ropes; for the supply of wild 
Iruits and vegetables that were both consum¬ 
ed and sold and as the source of herbal 
remedies that cured or alleviated locally 
prevalent ailments While we identified 
about 70 plant types in the common lands 
ul two villages taken up lor detailed study, 
we have somewhat arbitrarily limited this 
paper to what seemed to be the principal 
flora from the point ol their use by the 
lesidents (Table I), especially as fodder. 

Secondly, the symbiotic relation between 
agriculture and livestcKk-rearing for the ma¬ 
jority of-small holders m dryland tracts was 
an ecological adaptation made viable by the 
existence of private farms and common graz¬ 
ing tracts An annual cycle of fodder provi¬ 
sioning that relied upon the produce of this 
combination could be discerned in the prac¬ 
tice of livesiock-rcarcrs though it was often 
overlooked by those who regarded village 
commons as wastes 

From the onset ol the rainy season, when 
the (arms had to be cultivated, the animats 
were grazed mainly on the newiv-spioutcd 
vegetation of the village commons. The 
livestock were reared as long a.s possible 
upon the monsoon-enriched pastoral grasses 
and shrubs. It was during this period that 
the livesttKk showed an appreciable gain in 
weight |cl Ahuja and Vishwanathan, 1976). 
A favourable winter rain encouraged a 
renewed growth ol the fierennial grasses and 
herbs on the commons. The leaves of the 
‘khcjri’ (Prospis cineraria) and *kair’ (Cap- 
pans decidua) trees that grew on this land 
also afforded forage in winter. 

The scarcits of fodder was at its zenith 
m the four months of summer. Supplements 
ol green (odder during this period were ob¬ 
tained through tree loppings from the com¬ 
mons. The larger perennial species were a 
significant resource tn furnishing the sup¬ 
ply ol greens during the lean season. The 
dearth of fodder was especially acute for 
small holders dependent on the forage 
resources of the commons while the large 
landholders could etther use their private 
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fatloik's and trees/shrubs irowing on their 
farins or laite irrigated fodder crops to meet 
their requirements. 

Third, far from being characterised by 
unrestricted access, the use of grazing 
resources was situated within an organic 
framework that comprised the residents of 
a village. Regulations regarding the rights 
over the produce of the commons and sanc¬ 
tions against then contravention were decid- 
'ed by a village committee of 'mukhias' 
(heads). This informal committee of mukhias 
was a characteristic feature of villages in 
Lachhmangarh tehsil. 

Residents in most villages regulated the 
use of grazing lands by conventions that were 
accepted by the majority. As a first princi¬ 
ple, residents of the village alone were con¬ 
sidered to be the rightful users and decision- 
takers in regard to the produce of the'eom- 
mons. The access of itinerant professionals 
and migrating shepherds was restricted to a 
few days only. The lopping of whole trees 
and shrubs was forbidden and defaulters 


were penalised. Decisions about the auction¬ 
ing of the natural produce of the commons— 
what was to be auctioned and when, who 
was to be entrusted with the money raised 
in this manner and the common purpose to 
which It would be put—were matters speci¬ 
fically resolved by the village-level 
committees ’ 

Far from being apathetic to their environs, 
village inhabitants were alive to the dangers 
of ecological degradation. By contrast with 
the physical, and often uni-dimensioiial, in¬ 
dicators of denudation put forth by the 
scientists in their efforts to identify waste-, 
lands, the villagers perceived the environ¬ 
ment in an entirety that included its human 
and social dimensions as well. The first sec¬ 
tion of this paper attempts a short appraisal 
of the,afforestation efforts that we encoun¬ 
tered in Lachhmangarh tehsil. The villagers' 
perceptions of diminishing vegetation are 
documented in the second section and com¬ 
pared with the thinking of the natural scien¬ 
tists and the interventions that have been 


TABir I: Lists or Principai Piani Tvpts on Common Lands 
(Villages Khedi and Banai) 


Local Name 

Botanical Name 

Fuel 

Fodder 

Timber 

Fibre 

Medicine 

1 Grasses. Annual 






Bharooi 

Cenchrus biflorus 


X 




Koori 

Brachiaria ramosa 


X 


- 

- 

Lampalio 

Anstida adscensionis 


X 



- 

Makro 

Daciylocienium barbarum 

- 

X 


- 


Seetiyo 

Eragrosiis ciliaris 


\ 


- 


Sedges/Grasses- Perennial 






Dab 

Desmostachya bipinnaia 


X 


X 


Doob 

Cynodon dactylon 

- 

X 

* 


- 

Jichhaban 

C'yperus arenarius 


X 




Jirneo 

D Iguana adsendens 


X 

- 



(fans 

Saccharum spontaneum 

- 

X 

- 

X 

- 

Kooncha 

Sachharum bengdlense 


\ 

- 

X 


Mot ho 

C'yperus compressus 


X 




Tantia 

Daciylocienium sindicum 

- 

X 

- 

- 

- 

II Herbs Annual 






Aagyo 

Borreria pusilla 

- 

X 

- 


- 

Bhakri 

Tribulus lerreslris 

- 

X 

- 

-- 

X 

Kagler 

Corchorus iridens 


X 



X 

Ramsario 

Arnebia hispidissinia 


X 

- 


- 

Sureli 

Gisekia pharnaceoides 


X 



* 

Herbs Perennial 






DeFaria 

Itidigofera cordifolia 






Khanana 

Crotoiaria burhiB 

K 

X 

- 

X 

X 

Mansa 

Tephrosta hamilloniana 


X 

- 

- 

X 

III Shrubs Perennial 






Akra 

Calairopis procera 

X 

X 


X 

X 

Alay 

Mimosa hamata 

X 

X 

- 



Babul 

Acacia jacquemoniii 

X 

X 

X 

- 

- 

Bordi 

Zizyphus nummularia 

X 

X 

X 

- 

- 

Bui 

Aerva pkrsica 


X 



- 

Erni 

Cierodendrum phlomoides 

X 

X 

- 


- 

Kheemp 

Leptadenia pyrotechnica 

X 

X 

- 

X 

X 

Muiali 

Lycium barbarum 

X 

X 

X 

- 

- 

Phog 

Calligonuni polygonoides 

X 

X 

- 

- 

X 

'IV Trees Perennial 






Flingota 

Balanites aegypiiaca 

X 

X 

X 

- 

X 

Kair 

Cappans decidua 

X 

X 

X 

— 

X 

Kankera 

Maytenus emargmata 

X 

X 

X 

- 

X 

Khain 

Acacia senega! 

X 

X 

X 


X 

Khejri 

Prosopis cineraria 

X 

X 

X 

- 

X 

Kikar 

Acacia niloiica 

X 

X 

X 

“ 

X 


Note : X indicates presence of trait. 
Soutce. Field survey. 


proposed. The third section tnvcitigates the 
living tradition of afforestation in the vilb^ 
Section IV concludes this enquiry, by sug¬ 
gesting that plans for augmenting liveli¬ 
hoods based on the commons should pro¬ 
vide for wages and allow the definition and 
design of public works.to be determined by 
the inhabitants themselves. 

1 

CunHtraining Framesvurk of 
Affurentation Schfitira 

There was a characteristic set of problems 
associated with the functioning of the 
government schemes for rural development 
that impinged on alforcstation schemes as 
well. The implementors were not accoun¬ 
table to the local people: the knowledge of 
the inhabitants for whom the schemes were 
intended was ignored |cf Caufield, 1982) and 
the rationale for such pursuits was not 
debated with those who were presumed to 
benefit through such action These problems 
were cspccialls constraining in relation to the 
nurture ol living resources 

RiSISIANCt to ENC 1 OSlJRhS 

riic survival rate of saplings planted on 
village commons was low. The villagers did 
not share the government’s approach to af¬ 
forestation by enclosure or fencing (‘larban- 
di’). Such enclosure was seen as an act of 
encroachment by the state. The common 
lands that were deployed lor growing grass/ 
trees were perceived as belonging to the 
residents by a conventional light. The cur¬ 
tailment of the light to tree loppings and 
grazing on such tracts was regarded as a 
dcpiivation by the majority, irrespective of 
the scheme that was being pursued. 

1 he economic value of the existing lorage 
on what were classified as wastelands was 
easily ovcrievoked since, by and large, tree 
loppings, grasses and sedges were not a trad¬ 
ed commodity or a part of the monetised 
sector Yet, the present output of such 
loragcs was considered significant for the 
animal enterprise by the residents of this 
tehsil. The villagers resisted schemes for af¬ 
forestation upon such lands on the grounds 
that there was already an acute .scarcity of 
pasturage 

Where the government persisted with its 
strategics for grass/irec plantations, a deflec¬ 
tion of priorities envisaged m the scheme oc¬ 
curred to orient it to what the villagers 
desired but was not the official intention |cf 
Blair. 1986; Chambers and (.each, 19871. 

In this area of one-crop agriculture, the 
demand for work was unrelenting during the 
eight months of the agricultural off-season. 
Employment on daily wages ('dhyanki') was 
the paramount concern of the majority of 
rural inhabitants in Lachhmangarh tehsil 
and the only recognised gain from afforesta¬ 
tion schemes pursued by the government. 
This perception was quite regardless of ap¬ 
parent differences in the official focus of 
these schemes—whether these vrere forest 
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deparimeiM nurseries, sbeher>belt plmiU' 
lioiu. siivi'pasioral schemes, village fuel- 
wood and Mder-plot programmes or sand- 
dune stabilisation efforts. 

Though restricted to a few village sites, the 
afforestation schemes afforded an avenue of 
employment to the villagers. Employment 
through these schemes was considered to be 
the claim of. at least, one member in ever> 
village household that sought such work but 
in fact, tilted in favour of the faction that 
aligned with the ‘sarpanch’. Generally viewed 
as light work, employment on government 
schemes was acceptable to the relatively 
better-off villagers as well who eschewed 
other types of wage labour. 

Often, the sarpanches persuaded village 
residents to accept afforestation schemes by 
reasoning that a few inhabitants would 
secure daily wages in the process. It was 
agreed that the restrictions on grazing would 
not be enforced. Or eise it was clarified that 
since the expenditure on watering the sapl¬ 
ings was underrated by the government, in 
any case, the plants would naturally die out 
The pasturage on these tracts would then be 
theirs to utilise, much as before. 

Rural inhabitants, too, engaged in a c'n- 
tinuous evaluation of the government's in¬ 
terventions from their vantage position. 
While the scope for employment was lauded, 
the majority of residents was convinced that 
the government’s fodder- and tree-planting 
schemes did not augment their resources but. 
instead, curtailed the use of what was 
already available. 

The cboice of tree species for the past and 
ongoing afforestation schemes in lachh- 
mangarh tehsil had almost exclusively fallen 
on Acacia tortilis (‘buli’) This tree was fast¬ 
growing and had a remarkable survisal 
capacity under drought condittons. Its role 
in sand-dune stabilisation was attested by 
natural scientists (Muthana and Arora, 1979, 
Jindal et al, I985|. for the local residents 
of this tehsil, however, the Acacia tonilis had 
scarce use as fodder, fuel or timber Yet. its 
singular propagation under sialc auspices 
continued unabated since it dovetailed well 
with the targeting al quick and certain 
results ' 

Again, both under the sils i-pasioral and 
the village fuel-wood-and-loddcr-ploi 
schemes, the only grass seeded was an im¬ 
proved variety of C'enchrus ciliaris recom 
mended by CAZKI (f'aroda and Jaiasra. 
1983). This perennial species was acclaim¬ 
ed by the inhabitants as palatable lor all 
types of livestock In their view, however, the 
provision of water alone could make a strik¬ 
ing difference to the output of this grass, a 
fact confirmed by natural scientists Iscc, lor 
instance, Ahuja et al, 1978; Prc'ssland, I984| 
WHO Bl Nt I ll^7 

The benefits from atforesiation-linked 
programmes were more easily appropriated 
by those who had the wherewithal when the 
inputs required were over and above iimc 
and labour and the individual returns greater 
than daily wages. 


For instance, the ‘kisaan’ nursery scheme 
offered free bag, feniliser, seed and pesticide 
for the nurture of saplings that were to be 
sold to the government by prior contract at 
30 paisa each. Since the costs were envisaged 
as mainly labour, the disadvantaged sections 
were to be given a preference in this selec¬ 
tion. The scheme envisaged that the govern¬ 
ment .would save the expenses incurred in the 
transportation, supervision and establish¬ 
ment costs of the saplings, thus combining 
thrift and social justice. 

But the disadvantaged rural residents had 
little information about the scheme’s exis¬ 
tence and could not have coped easily with 
the paper work entailed in securing the con¬ 
tract. Nor was it possible to raise saplings 
in this irrigation-scarce zone on a mass scale 
for those without irrigation facilities— 
evidently, labour was not the onjy input re¬ 
quired for participation in this scheme as 
had been assumed The contracts for the 
supply of saplings on favourable terms, in 
fact, found their way to those privileged with 
access to irrigation sources. Since the con¬ 
tractors, too, had to meet targets, moreover, 
they raised saplings ol the diehard Acacia 
tortilis. 

The results of most afforestation schemes 
were disappointing and sooner or later the 
planners conceded that the goals were not 
adequately met |see, for instance, Negi, 
I986| Time and again the inhabitants were 
reinforced m their view that the government 
was wasteful while they remained unemploy¬ 
ed. Collectively, the villagers questioned the 
benefits presumed to accrue to the residents, 
especially to the small holders,' the choice 
of species, the location of the site and the 
disdain for local know-how. The silver lining 
was employment for the privileged few. 

T here arc alternative ways of harmonising 
the goiKl inteni of the government and the 
interests of the villagers It seems to me that 
the aflorcstation effort can be enhanced by 
meeting ihe demand of the villagers for 
employment on a sustained basis and by 
associating the inlormal, village-level com¬ 
mittees (which are presently the de faciu 
custodians ol the commons) as partners in 
this quest 

The interests ot the relatively disadvan¬ 
taged sections in the village—the aged, 
women and children—who are the actual 
users ol the commons have not been ad¬ 
dressed III stale imcrvcniions for afforesta¬ 
tion/pasiuie development in this area. The 
future direction, in fact, should question the 
exclusion ol aged men and women from 
employment in aflorestaiion-related mter- 
veniions when the quality of their labour is 
adequate fur the tasks envisaged. 1 he type 
ol support required by children who are 
employed in grazing and common-produce 
collection, loo, needs to be planned in con¬ 
currence with the users of Ihe commons. 
Finally, the view'that the commons arc 
wastelands should be reviewed since it mili¬ 
tates against the villagers’ perceptions of the 
present worth of its pasturage and other 


vegetative produce: There is a perceived 
threat to Ihe customary rights of the inha- 
tgtanis in the commons and fear of the 
state's taking over these lands and its pro¬ 
duce by initiating afforestation schemes. 

The local evaluation of the problems pos¬ 
ed to farmers<um-livestock-rearer$ in their 
pursuit of a livelihood and the context of 
diminishing vegetation can provide the 
grounds for the type of intervention to be 
undertaken. This subject is investigated in 
the following section before evaluating the 
recommendations pul forth by scientists for 
augmenting forage production. 

II 

liural Understandings of 

Diminishing Vegetation 

The residents’ recognition of the village- 
level environment bore the impress of a col¬ 
lective consciousness. The depth at which 
water was available, Ihe floral indicators of 
soil fertility, Ihe means of provisioning 
against wind erosion and shifting sand- 
dunes were commonly attested phenomena. 
Sinking, for our purposes, was what the 
villagers described as a ‘johada’ (a pond and 
its catchment area) that was conventionally 
used for grazing animals. 

Every depression in the village had been 
deployed to catch the natural run-off of rain¬ 
water. During the ‘chaumasa’ (the four 
months of the rainy season) especially, the 
johada provided a convergence of watering 
and grazing facilities for livestock. The 
johadas, the Assessment Report of Thikana 
Sikar |I940;I2| noted, were “a blessing in 
several ways to the village people”. Flere the 
khejri (Prosopis cineraria) trees grew in a 
natural abundance. 

Tlic predominance of khejri trees and bordi 
(/i/yphus nunimularia) bushes was taken to 
he a positive indicator of soil productivity. 
The land of the johadas was evidently fer¬ 
tile Yet, It was not brought under the plough 
hut set apart as a sacred tract. Khejri trees 
growing in the fields were utilised for the 
more profane purposes of fire-wood and 
lorage 

The first threat to the expression of 
cultural ccologs as it had evolved till this 
potnt came from the continuous increase in 
the human population after the I92()s. On 
the one hand, the grazing lands in the village 
were increasingly restricted to the johadas 
as uncultivated lands and old fallows came 
to be tilled. The unceasing demand for fod¬ 
der, moreover, gradually loosened the injunc¬ 
tion against the coppicing of khejri trees 
growing in the johadas 

On the other hand, the rise in the human 
population occurred in a context that enabl¬ 
ed the ‘jagirdars’^/chtefs to limit the 
cultivators’ prior access to the forage and 
other natural produce of the uncultivated 
areas. The competition for arable land en¬ 
couraged the jagirdars to make over the 
former grazing lands to cultivators for a 
monetary consideration. Their agents and 
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revenue coniracion, increasingly, staked 
Iheir claims to the forage and limter of un¬ 
cultivated areas. This landmark in the in¬ 
habitants' history found an expression in tfee 
protest moscments that were launched by the 
peasants in the period 1924-47 |Joshi, ud; 
Ram. 1986) At Sikar, the renewed agreement 
between the cultivators and the chiefs took 
the shape of the 1940 land setilcment 

Significant for our study was the tussle 
-over who had the right to the now-scarce 
natural produce of the grazing lands—the 
jagirdars, 'thikanedars'.' 'ijaredars"’ and 
'patels''’ of the village or the villagers as a 
collectivity A diversity of arrangements lor 
sharing was m evidence but the Irequeni 
agitations by the cultivators kept the siiua- 
tion restive until independence in 1947 

Shortly after, in 1952. the abolition ol 
jagirdari and taxes of diverse nature, in¬ 
cluding grazing taxes, was legislated and 
actcKl upon by the state. This was recognised 
as a positive measure by the cultivators. On 
the negative side, however, the onslaught on 
tracts reserved by the inhabitants as johadas 
came with the force of a sledge-hammer in 
the post-independence period 

While every villager knew that the johada.s 
in l-achhmangarh tehsil (as in the rest of the 
Shekhawati region) were synonymous with 
grazing lands, administrative expediency, the 
private stakes of village notables and laws 
that were questionable in themselves created 
a virtually lawless situation as far as the 
grazing lands and their users were concern¬ 
ed. The grazing lands of the tehsil came to 
be diversely classified as de jure pasture 
(charagah), unoccupied government lands 
(siwai-chak), both culturable and uncultura- 
ble as well as 'banjar' johada (pasture dec¬ 
lared as much by a former sifttlemcnt). 
Forest lands, too, were carved out of the 
johadas Such lands bore the same natural 
characteristics as lands that had elsewheie 
in the tehsil been classified as tracts suitable 
for agriculture or for grazing 

The picture of grazing lands was complex 
from the point of view of the record and yet 
holisii.' Ir.uj' the villagers' perspective 
Regardless ol :hc oiticial classilication, the 
forest department's lands and ‘unoccupied 
state government lands were regarded by the 
inhabitants as a part and parcel ol then 
village johadas or grazing lands 

Soon after independence, the modus 
operand! in the management ol village 
johadas, crystallised in what was. more or 
less, us contemporary form Irrespective ol 
the official classification of such land and 
rights to Its use and alienation b> the state, 
regulations regarding the conimon pastoral 
produce and sanctions against then contra¬ 
vention were decided and implemented bv 
village-level committees ol ‘muklnas'. Pro¬ 
ceeds from the yearly auciioning ol 'looiig' 
(the valuable fodder ol dried khejn leaves) 
from grazing lands were utilised for the in¬ 
terests of the village as a whole and esfiecial- 
ly for the maintenance of the village 'sandh' 
(stud-bull). The uncompromising protection 


of the khcjri was later limited to the por¬ 
tions of the johadas earmarked as land con¬ 
secrated to a deity. Many villages in the tehsil 
had a trec-nch tract conserved in this 
manner. 

Meanwhile, the pressure of men and live¬ 
stock on the grazing lands of Lachhmangarh 
tehsil had increased. The population ol 
livestock showed a nearly five-fold rise from 
1940-1977. The reliance on tree tops and 
shrubs for forage continued to be critical 
during summer and winter when other vege¬ 
tation was scarce. For small holders, the an¬ 
nual and perennial grasses and herbs of the 
commons were still vital forage resources in 
the rainy season. The natural diversity ol the 
pasture’s vegetation was even now utilised in 
Us seasonal manilestation ol renewed greens. 

Since the 1950s. however, the vegetation 
cover and the density of the perennial species 
III the lands of the village had diminished 
in the recall ol the inhabitants. This was a 
consequence of the conjoined impact of the 


oemands for agriculture; timber, flre-wtrod 
and livestock-grazing upon the flora of the 
region, it had not led to the extinction of 
plant species in the area, as seen from a 
botanical viewpoint. Nor had large-scale 
commercial exploitation been'responsible for 
the destruction of natural vegetation as in 
the forest regions of the country, even 
though a few herbs were sought out for their 
di.stinctivc medicinal and fuel properties. 
Rather, it was the cumulative depletion of 
shrubs and trees and the threat to the viabili¬ 
ty of a few species in the not-$o-distant 
future that fairly described the present 
situation. 

At the same time, there was considerable 
overlap in the types of green fodder consum¬ 
ed by diflcrent types of livestock |cf Lusigi 
et al, 1984) so that no single animal species 
could be singled out for its vegetation- 
devouring capacity (Table 2). The goal seems 
to have been arbitrarily assailed for its role 


Tsbi i 2' CoNsijMnioN Patilrn or GxrtN FooutR by DirrtRtNi l.ivtsTUCK Spec ies 
(Villages Khedi and Banai) 


t.ocal Name 

Camel 

Cow 

Goat 

Sheep 

1 Grasses. Annual 

Bharool 

X 

X 


X 

Koori 

X 

X 

X 

X 

l.ampalio 

X 

X 

X 

X 

Makro 

X 

X 

X 

X 

Seeliyo 

X 

X 

X 

X 

Sed/ies/Grasses: Perennial 

Dab 

X 

X 

X 


Doob 


X 

X 


Jichhabari 


X 

X 

X 

Jirneo 

X 

X 

X 

X 

Kans 

X 

X 

- 

• 

Kooncha 

X 

X 

X 


Mol ho 

Taniia 

\ 

X 

X 

X 

X 

II Herbs Annual 

Aagyo 

X 


X 

X 

Hhakri 

X 

X 

X 

X 

Kaglcr 

X 

X 

X 

X 

Kamsario 

X 

\ 

X 

X 

Sureli 

X 

X 

X 

X 

Herbs: Perennial 

Bekaria 

X 


X 

X 

Kharsana 

Mansa 

X 

X 


X 

X 

III Shrubs. Perennial 

Alay 

X 


X 


Akra 



X 

X 

Babul 

X 

X 

X 

X 

Bordi 

X 

X 

X 

X 

Bui 

X 


X 

■*' 

Erni 

X 

- 

X 

X 

Kheemp 

X 

- 

X 


Murali 

X 


X 


Phog 

X 

X 

X 

X 

IV Trees: Perennial 

Hingota 

X 

- 

X 


Kair 

X 


X 

“ 

Kankera 

X 


X 


Khairi 

X 

- 

X 


Khejri 

X 

X 

X 

X 

Kikar 

X 

X 

X 

X 


Notes : I X indicates presence of the characteristic. 

2 The buffala too, could eat all types of green fodder that was consumed by the cow 
but it was not considered to be a 'grazing' animal. 

Source: Village residents. 
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in diseitiricaiion'' bv' the National Ctwtntts- 
sion of Agriculnire (Gmernmcni of India, 
I974;t20|. 

DtC'IINb Of VKiI lAIION 

The divergence of tree and grass types on 
private lands and grazing lands gress out ol 
the farmer's interventions aimed at optimis¬ 
ing returns from crop output, forage produce 
and timber. 

Primarily, trees which conceded the nur¬ 
ture of an understorey, crop survived on 
private farms—mainly the khejri, and less 
often, the babul (Acacia jacqucmoniii) and 
bordi. TVees with dense low-lying canopies 
that precluded the penetration of light and 
the growth of underlying crops, foi instance, 
the 'hingoia' (Balanites aegyptiaca) and 
shrubs such as ‘eini’ (clerodendrum phlo- 
moides) and 'murali' (Lycium barbaVum). 
were increasingly confined to field boun¬ 
daries where they served as shelter-belts or 
found in the grazing lands 

The boundaries of private fields were, 
florally, the richest stretches in the village 
The area’s native shrubs and trees—the 
'kankcra' (Maytenus emarginata) erni, 
murali, ‘khairi’ (Acacia Senegal), hingota— 
rarely encountered in the cropped areas were 
preserved in these live fences Field boun¬ 
daries were also planted with grasses such 
as 'kooncha' (Saccharum bcngalense) which 
alongwith the basal cover of shrubs checked 
the ravages of wind erosion. 

The farjners were, in fact, practising agro- 
foresters. They often trained the on-farm 
trees, vital for their fodder and wood to grow 
a single trunk in order to ensure the minimal 
reduction of cropped area. They had invested 
in tree species (hat were attractive for their 
timber, both indigenous species such as the 
'rohirra' (Tecomella undulata) and 'seeshara' 
(Dalbergia sissoo) and exotic species—for in¬ 
stance, the 'safeda' (eucalyptus) 

The density of trees on cultivated lands 
now stood at 10 per hectare. It was, more 
or less, akin to the nine trees per hectare 
noted by the Settlement Officer of Lachh- 
mangarh tehsil in 1940. It suggested a balance 
that the farmers had struck in the viable pro¬ 
portion of crop-land to tree cover—in other 
words, a ratio that was optimal for food, 
fodder and timber production from the 
standpoint of a farmer's household 

The expansion of cultivation had restric¬ 
ted the perennial herbs and grasses to the 
pastures and private fallows Their under¬ 
ground roots were dug out in the prtKcss ol 
ploughing and especially so, when this ac¬ 
tivity was undertaken by tractors On private 
fallows, however, the indigenous perennial 
grasses were nurtured. The rooting of pererv 
nial grasses took about three years to esta¬ 
blish and yield an optimal, aerial growth 
under local, unirrigated conditions 

The ‘khejn’ was the most frequently oc¬ 
curring tree in the Shekhawati region on 
both private farms and grazing lands The 
density of trees on grazing lands, at ll-l J per 
hectare, svas higher than that of the culti¬ 


vated areas. Yet. most old inhabitants at¬ 
tested that the number of trees on the 
pastures had decreased over the last 50 years. 

Old khejri trees stood out on the grazing 
tracts. There were few young trees discerni¬ 
ble, by contrast with the private fields that 
showed the khejri tree in varying stages of 
growth. A search for other tree species on 
glazing lands revealed an occasional kankera, 
kair or khairi. Some trees were dwarfed to 
stumps (khejri) or had assumed a shrub-like 
appearance (kair). The evergreen erni had 
lost Its green appearance and mostly wore 
a wooden look. 

The natural vegetation of the village 
pastures varied with the topography. The 
density of khejri trees was highest in the cat¬ 
chment area ol the pond, less on flat, sandy 
plains and the tree passed out of sight on 
the upper reaches of ihc sand-dunes The 
sand-binding grasses and herbs such as 
kooncha, 'kheemp' (Ijcptadenia pyrotech 
nica) and 'phog' (Calligonum polygonoides) 
could be seen at distant intervals on high 
>and ridges though during the rainy season 
they were more evident 

The trees and shrubs of the commons even 
in their present state augmented the supply 
of firewood, (odder, and, less often, ol 
timber and fencing material. The rale ol 
their consumption, however, was much 
higher than that of the flora’s regeneration 
The effects of current consumption were 
especially discernible on the less-frequent 
species. Again, species that were slow- 
growing (kankera, kair) and those th.it had 
low seed viability (such as phog) were par 
ocularly affected 

The annual coppicing of the khejris grow¬ 
ing in the commons was not detrimental to 
their forage yield However, the reduced 
canopy cover may have slowed the infiltra¬ 
tion ol water in ihe soil Moreover, these 
trees did not produce seed-pods so that their 
natural regeneration over time was threaten¬ 
ed even while, as at present, the khejri re¬ 
mained the predominant species of the com¬ 
mons in this area 

The grazing ol animals on tender, young, 
perennials, loo. curtailed their regeneration 
on the commons since the green, aerial parts 
were quickly devoured and their giowih 
stunted by the trampling of hooves The cl- 
lects of grazing, however, varied with the age 
of Ihe plant, species type and distance from 
the ‘abadi’ (habitation) area Trees with spins 
branches (kankera, murali) or those that had 
grown beyond animal reach (kair, khejri) 
were more tolerant of Ihc grazing prcssuic 
but species with low-lying canopies (erni, 
kair) were extremely vulnerable. 

1 1 was the ephemeral vegetation ol the 
pasture that presently constituted a depen¬ 
dable and nutritious source ol green (odder 
for about two months of the rainy season 
Ixss predictably, it reappeared in the ssakc 
ol a winter rain The value of this produce 
was cor.sidcrablc for those with less forage 
resources 

1 he annual grasses and herbs were not 
threatened by grazing since they had short 


lile-spans (10-60 days). Seed-setting in the 
annual grasses was prolific and enabled by 
even two showers of rain. Yet, their optimal 
growth on the commons was precluded by 
the immediate utilisation by livestock while 
on the private fallows these annuals were en¬ 
couraged to reach their forage potentials. 

The perennial grasses and sedges came to 
lilc a little after the annuals. Often, 'heir 
shoot development and root viability was 
adversely affected by the constant grazing 
of animals (see, Shankarnarayanan, 1977, 
Mishra, 1982) Towards the second half of 
the rainy season, the unpalatable ‘mansa’ 
(Tephrosia hamiltoniana) dominated (he 
low-lying vegetation. It was promoted as the 
more desirable species were exhausted in the 
commons A winter shower, however, could 
usher in the green state of perennial grasses 
and herbs, again, but their dominance in the 
pastoral system had been severely affected. 

1 hesc trends were acknowledged by the 
inhabitants in what may be described as the 
local indicators ol scarcity and denudation. 
The ephemeral vegetation of the grasses 
lasted lor only two months now against the 
lour months ol the chauniasa (the rainy 
season) for which it had formerly sufficed 
III this area. Second, the predominance of 
the less-palatable mansa stood witness to the 
icduction of perennial grasses in the total 
bio-mass of the low-lymg vegetation. Third, 
the iicar-absence of healthy, young trees and 
shrubs on the pastures testified that the 
threshold of their natural regeneration was 
rapidly being crossed, even while some 
sjsccies were affected less than others. 

A comparison ol the perennial vegetation 
in a relatively protected grazing expanse (that 
formed a part of a nearby sheep breeding 
farm) and the pastoral vegetation of two 
villages confirmed some of the village-level 
findings There was perceptibly more foliage 
(including perennial herbs and grasses) per 
quadrat ol land. The higher incidence of all 
trees and all types of young plants was strik¬ 
ing Light indigenous tree species dominated 
the quadrai in the protected area against a 
maximum ol three species on village grazing 
lands (labic 1). The distance between (he 
trees was shorter in the less utilised quadrat 
though ihc topographic and soil environ¬ 
ments were comparable. By contrast, the tall, 
single-trunked trees in the village pasture 
were old The younger trees that were brows¬ 
ed heavily tended to spread laterally, if at 
all What were shrubs in Ihe village often 
reached three times iheir height in the pro¬ 
tected stretches I heir canopy cover, too, was 
more exiensive since it was rarely coppiced. 

Ki -ihinkin(. Imi’i k At ions 

B) botanical criteria, the pastures at 
Khcdi and Banai were overstocked ‘poor 
condition’ rangelands with a preponderance 
of the ‘undesirable’ annual grasses such as 
Aristidas and C'cnchrus btflorus (Gupta and 
Saxena, 1972, Shankarnarayan, 1977, Ahuja, 
1977] The climax grass for this region was 
( eiichrus cilia ns which was rarely encoun¬ 
tered in the villages of our enquiry. 
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This boiancial engagemcni with ecolo¬ 
gical successions and the climax vegetation 
of grasslands in Rajasthan ssas important in- 
elucidating what may be termed as epochal 
shifts. However, the pastoral problem from 
such studies has been inferred as the restora¬ 
tion of the climax grass. Ccnchrus ciliaris. 
An improved strain of the latter was the only 
grass species being promoted by the state 
government under its fodder plantation 
schemes in the area of our study. Its seeds 
were reported to be in short supply (NCAER, 
I980j. 

From the perspective of the farmer, the 
considerable demand for diverse forages 
leads to the question whether climax com¬ 
positions that once existed can be an ade¬ 
quate goal for the current users of this 
resource. 1 he development of climax vegeta¬ 
tion in ihc ‘moderately’ grazed tracts of and 
areas is estimated to take at least 60 years 
(Dormaar and Smoliak, I985| even while I 
acknowledge that pristine conditions may 
provide an idea of site potential [Herbel, 
1983]. Secondly, there is a contending school 
that views vegetation regimes as dynamic en 
lilies revealing poly-climas patterns. This 
leads to alternative implications lor what 
constitutes a desirable pastoral vegetation 
but has not been the subject ol enquiry in 
the context of the Indian and zone. 

At the grassroots level, the palatabiliiy of 
annual grasses for livestock was not con¬ 
sidered less than that of the perennials 
though this perception may have been in¬ 
fluenced by current availability and not 
nutritive value alone |cl I usigi et al, 1984). 
Rather, the nutritional properties of both 
perennials and annuals at dillerent stages of 
growth were known and utilised by the 
livestock-rearers. Apart from grasses, what 
featured as equally imjxirtant in the pastoral 
forages were both perennial and annual 
herbs and shrubs that have been, more or 
less, neglected in conventional pastoral 
studies. The whole range ol pastoral resour¬ 
ces in the region has still to he investigated 
in an micgraicd manner 

The strategies fur augmenting pastoral 
produce have included rotational grazing 
and re-seeding. The recommendations loi 
rotational grazing that advocated a division 
of the pasture into lour blocks and monthly 
closures over the year jAhuja. 1982], tail to 
take the annual contribution of ephcmerals 


that have a cycle of a few weeks into account. 
The closure of the other blocks of the 
pasture results in an under-utilisation of the 
ephemerals and dpcs not, in contrast to the 
short-duration rotations practised by the 
farmers during the raihy season alone, 
reckon with the seasonal aspect of the 
pasture's vesetation. Reinforcing 'his argu¬ 
ment IS the finding that the current propor¬ 
tion of annual ephemerals in western Rajas¬ 
than IS nearly three times more than their 
distribution in the normal spectrum (Fandey 
ct al, 198$). The reasons for the rejection of 
rotational grazing patterns that were propos¬ 
ed are still to be probed by scientists. Similar¬ 
ly, the rain-dependent, re-seeding of forage- 
grasses has proved to be chancy and vulnera¬ 
ble to wind erosion. The survival of grass 
slips, loo, is contingent on timely rains. 

Finally, natural scientists commended 30 
Prosopis cineraria trees per hectare jShah, 
1957] as the best land-use for the desert and 
later 30 trees per hectare jAhuja ei al, 1978] 
on grasslands. These recommendations have 
been made without reckoning with the near- 
constant ratio of trees on private lands at 
9-10 trees per hectare considering the necessi¬ 
ty of year-round food and fodder production 
by the farmer. Again, the carrying capacity 
of pastures has often been specified in terms 
of animal species (for instance, Uas el al, 
1963, suggest 2 5 sheep per hectare on ptwr’ 
quality range lands) disregarding the fact 
that in village conditions diverse animal 
species graze on the same tract (Table 2) 
From the perspective of checking descnifica- 
lion alone in the commons it may be possi¬ 
ble to work out a goal for a desirable vegela- 
iiou cover but the costs entailed in realising 
it must then be borne by those who considei 
the problem of dcscrlificalion paramount 
The means have to be oriented to the 
residents’ demand for wage cmploymeni.in 
afforesting the commons based on then ap¬ 
praisal of hydrologic, soil and topographic 
conditions and without jeopardising Ihc 
residents' rights over its regenerative pro¬ 
duce. For both natural and social scientists. 
It may be useful to posit the farmer's indi¬ 
cators of scarcity and ecological degradation 
tor initiating interventions that would be 
valued bv those who are dependent on the 
vegetation ol the commons. T he inhabitants' 
iniimacv with the environment enables them 
to gauge Ihc utility of diverse plant species. 


including their multiple uses, as well as to 
discern ecological benchmarks that are sen¬ 
sitive to prior spatial and temporal varia¬ 
tions. Obtaining such indicators from vary¬ 
ing ecological regimes would facilitate our 
macro understanding of the changing 
natural environment and its consequences 
for the inhabitants. 

Ill 

Ecological Traditions 

There were elements of ecological sen¬ 
sitivity in the living tradition of the villagers 
which are outlined below. The interests of 
women and men tn relation to the ecology 
of the commons and its produce were often 
disparate within this tradition. It is likely 
that any activity pertaining to the commons 
would draw on their traditional orientations. 
This IS an area where a cTitical appraisal of 
the dominant male tradition has to be under¬ 
taken so that the women who related to a 
more extensive range of vegetation in the 
commons as users could benefit equally with 
the men who were more intimately linked 
with the commercial produce of the commoas. 

Villagers had proiectcd/planted trees that 
had been perceived as valuable both collec¬ 
tively and individually 1 he lopping of khejn 
and other trees on the village pastures had 
been restricied though it was tempered by 
the foragc/lucl/wild fruit/fibre requirements 
Of those with less private land 

The residents as a group co-operated in 
the tending of trees in common tracts when 
such co-operation was .seen as advancing 
their collective inteicst (Jn common lands, 
trees had been laised lor their shade-giving 
and medicinal properties and for their 
lehgious associations 

In the ceniie of the residential area, the 
villagers had tended a 'bar' (Ficus bengha- 
lensis) or a 'pccpal' (Ficus rcligiosa), in a 
pattern characteristic ol the lehsil Under its 
shade, rope-makers hammered on raw fibre, 
sluH-smiihs earned out their craft, village 
animals were parked and resident’s meetings 
viccurred 

Near the entrance to the village temple, 
the pecpal tree was strikingly common. Lven 
where the main temple was located on the 
top ol a sand hillock with relatively scant 
natural vegetation, there was evidence ol 
young irc-es being protected by the residents 
in this tract I he khejn trees here were not 
coppiced 

frees had also been fostered for food and 
shade in private courtyards—'sehjna' (Mor- 
inga olileral seesham, ’neem’ (Azadirachta, 
indica). On farms the inhabitants had prefer¬ 
red to raise/preserve shrubs and trees on the 
boundarics where they functioned as shelter- 
belts The crop-land was retained as such 
and this pract ice was likely to continue as 
long as the farmers cuittvated food crops. 

That the trees planted were exotics to this 
area (’bar, neem. ‘sirri’s—Albizia lebbeck— 
eucalyptus, 'arru'—Ailanthus excelsa) or 
slow-growing (bar, peepal) had scarcely pro¬ 
ved to be a detriment to their nurture. The 


Tablf 3: Comparison or Vrr.r istion in Two Ohaokapi; Proii (Iid and Unprothtfo 
iKhedi, Banal and Proiecied Area) 


S Dominant free 
No TVpe/Shrub 

Botanical 

Name 

Protected 

Area 

_ Unprotected Area 
Khedi Banal 

1 Kair 

Capparis decidua 

X 

X 

2 Kankcra 

Maytenus emarginaia 

X 

- 

3 Khejn 

Prosopis cineraria 

\ 

X X 

4 Bordi 

Zizyphus nummularia- 

X 

- 

S Hingoia 

Balanites aegyptiaca 

X 


6 Murali 

t.ycium barbarum 

X 

• 

7 Khairi 

Acacia Senegal 

X 

X 

8 Babul 

Acacia jacquemoniii 

X 

- 


Nou : X indicates pretence of trait. 
Sourcf. Field Survey. 
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MllaKcrs. in tact, annrcciated the exotic, 
flowerint trees as well both for offering 
flowers to the gods and for the aesthetic 
delight of seeing them bloom. 

lypically, the women identified with the 
under-storey of the pasture, as it were—the 
low-lying herbs and grasses, the fallen twigs 
and branches—that is, the produce that had 
not been commercialised. The women were 
concerned with supporting a whole range of 
naturally occurring grasses and heros as wen 
as shrubs and trees that were useful to them 
as forage, fuel and vegetable in their daily 
lives. The majority of men, by contrast, were 
keener to invest in trees that had a market 
value on the village's pastures 

The women were not enthusiastic about 
the nurture of the khejn in the commons 
because its leal-fodder was auctioned, as 
they saw it, by the men and had been exclud¬ 
ed from the available forage resources in the 
commons lor three months of the year. 
Moreover, the annual coppicing pretluded 
the crop ol khcjri pods that constituted a 
popular vegetable 1 he lopping of khcjri 
branches for fuel was gradually being dis¬ 
allowed as well Yet, even for the women, 
these khejris were still useful for the green 
loddcr that they afforded for the livestock 
in the months print to their coppicing in 
liccember and lor the rc-growih that vsas 
generated by Match 

The diverging species’ preferences ol men 
and women underscored the fact that the 
species desirable lor meeting the subsistence 
needs of the residents could not be a mattei 
ol their objective and physical loraje and 
fuel characteristics alone 

Secondly, the women encompassc’d the in 
lerests ol children as well while evaluating 
plant species or contemplating what was 
worth pursuing on the commons I he nur¬ 
ture ol the bordi. as they saw it, along with 
Its fodder value would provide children with 
a popular Iruil. Again, since the village 
pastures were grazed primarily in the rains 
season, a shelter for the graziers (oflen 
children) was considered desirable especially 
where the grazing lands lay at a considerable 
distance Iroiii the main habitation. 

Third, certain qualities ol the flora in llic 
commons were the disiinctisc concern ol 
women. They commended the shrubby ‘akra’ 
(Culatropis proccra) and the dense kair as 
plant species ol the grazing lands because 
Ihes could coiisenientls delecate under the 
cover ol the ample lohage that these species 
provided in local conditions 

The villagers knew which species weic 
locally threatened and the potential ol in¬ 
dividual species as sand-binders and wind- 
breakers 1 he technology ol tree protection, 
too. was lamiliai to the villagers. 

The digging ol a trench around the sapl¬ 
ing and the laying out ol a circular tree 
guard, made ol locally available thorny 
iwigs/branchcs, prevented the sapling Irom 
being grazed oil T his method w-as adopted 
lor protecting trees on temple tracts It was 
preferred to st r ip enclosures because it allow - 


ed the utilisation of browse and pasturage 
growing in the interstitial spaces between 
saplings. The protection of naturally regene¬ 
rating shrubs and trees in this manner of¬ 
fered the advantage of dispersing the af¬ 
forestation effort in the grazing tracts. This 
would tend towards a more balanced regene¬ 
ration of the vegetation. 

The fences to private farms in the village 
effectively kept grazing animals at bay. Live 
fences also helped the struggle against soil 
and wind erosion. Scientists have now begun 
to commend such fences for their biodeg¬ 
radable and ‘visually unobtrusive’ characteri¬ 
stics as well IMitchell el al, I982|. 

On private lands, the farmers piaciised 
checks against wind ravages that were built 
into the practice of agriculture itself. For in¬ 
stance, the 'bajra' (hmnisetum amerieanum) 
stalks were lopped after leaving about 10 cm 
•of the main stem above the ground. This 
reduced the flight of top .soil. Again, the 
tarm was ploughed after the crop stubble 
was exhausted since ihc furrows arrested soil 
crusiO!! The laying out of khcjri branches 
Hal on the fields and the planting of grasses 
such as kouncha and perennial shrubs, too, 
reduced the ill effects of gusiy winds. In the 
past, the residues ol the bajra crop were also 
mixed with the soil to augment us organic 
conicnl I he cscalaling fodder prices, 
however, had confined this practice to crop 
residues that had been damaged beyond use 
by livestock 

How to conserve water in the village 
ponds by lining Ihc bollom with a non- 
porous clay was a lechiiologieal skill which, 
alongwiih dc silling, had been rendered ob- 
solcic by the supply of waier from energised 
wells in the village. Yet, some of these 
localion-spccil ic, water conserving strategics 
may siill allorU significant adaptations that 
could aiigmcni tiicl and forage yields 

IV 

Vke can now briefly contrast the residents' 
appioach lo al loresiaiion and the stale’s cT 
loiis Hie lack ol correspondence between 
ihc (WO led ihc villagers lo conclude lhal Ihc 
gosernmem was nut acting in Iheir interests, 
dcspiie claims lo llie conirary 

I he sillugeis recognised lhal the indige¬ 
nous flora can be propagated by vegetative 
means or by seeds ihai were available in the 
\ illage itsell The propagation ol indigenous 
floral species lhat were popularly recognised 
as suitable loddcr species, sandbinders or 
wind-breakers was overlooked, even when 
the only input necessary for their regenera¬ 
tion was human labour. The diverse grasses 
and herbs that olfered green pasturage al 
different poinis of the grazing calendar, too, 
had not been considered 

The government, on the contrary, lent 
support to the production af the seeds of 
improved varieties, raising plants in nurseries 
and transporting them to the afforestation 
sites. The preference for angle-iron and 
barbed-wire fencing, too, was seen as 
facilitating the iniere>is of the sellers. 


From the villagers’ perspective^ tne guards 
of local material were adequate to protect 
newly sprouted or planted saplings from 
grazing animals. At the same time, the 
pasturage was utilisable and the protected 
trees dispersed over a significant expanse of 
land. The government, by contrast, under¬ 
took strip plantations and spent a high pro¬ 
portion of its forestry budget on fencing. 

The ecologically redundant barbed wire 
fences that were the current norm in govern¬ 
ment schemes for afforestation by enclosure 
had been commended by the scientists 
(Bhimaya et al, 1966; Kanodia and Patil, 
1983] even though the villagers had a wealth 
of know-how on the construction of fences, 
replete with the core-wall and the area’s in¬ 
digenous flora. 

The residents, in fact, also relied on social 
fencing not only in the temple tracts but in 
keeping a collective vigil over the trees grow¬ 
ing on the village pastures and the activities 
of iranshumant herders en route. Even 
engaging a ’chowkidar’ from the village for 
keeping out thieves as well as grazing and 
w ild animals, in Iheir view, would have been 
a better alternative to the expenditure on the 
ineffective barbed fencing. 

Again, shelter-belts raised by the forest 
department had been confined to the road¬ 
sides Such plantations kept the dust from 
flying on to ihe roads, were highly visible 
lo inspeeiors and could easily be watered by 
mobile vans The correct site for shelter-belts 
in the villagers’ reckoning, however, svas field 
boundaries not necessarily alongside roads 
but depending on (he direction of the wind 
|cl (iosernmeni of India, NCA, 1976) 

Nurseries supponed by the state had a role 
to play only in the provisioning of exotics 
including fruit and flowering trees. The lat¬ 
ter saplings were largely availed by the better- 
off farmers with irrigation facilities while 
villagers with less land gained only if they 
could be employed on daily wages at the 
forest department’s nurseries. 

The controver>-y over exotic and indi¬ 
genous species was not important in itself 
for the villager—the addition of a few, ex¬ 
otic species to the already existing spectrum 
was unobjectionable and had been a process 
recurring over millennia. What was ques¬ 
tionable, however, was the subtle process 
through which the benerus from the exotic 
tree species (as also in the case of the high- 
yielding varieties of forage and crop species) 
tilted in favour of the already better-off 
farmers. The interventions of the govern¬ 
ment, thus, reinforced doubts about the in¬ 
tentions of benefiting the smallholders. 

We shall now return to the question posed 
at the beginning of this article; are grazing 
lands, wastelands? To a large extent the 
answer depends on who defines the issue. 
Obviously, for the villagers, grazing lands 
still met their requirements for a livelihood 
despite their diminution and degraded con¬ 
ditions. On the other hand, defined by the 
government as wastelands with the support 
of physical indicators such as ravines, sand- 
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dunes, saline soil quality or tank-beds 
facilitated the privatisation of such tracts for 
agriculture/tree-culture by a few or appro¬ 
priation by the state. These lands, excep¬ 
tionally, could be allotted to farmers who 
already had private lands as well."’ Whose 
definition prevailed, however, varied with the 
local configurations of power and leadership. 

The government and the scientists acted 
in consonance while schemes for afforesta- 
tion/pasture development were proposed. 
The challenge of identifying a fast-growing 
tree species (such as the Acacia tortilis) and 
a spectacular pastoral grass (the improved 
variety of Cenchrus ciliaris) was taken up 
by the scientists, for instance: But the villager 
related to the vegetation in the entirety of 
an eco-systcm for his subsistence. While the 
solutions put forward by the scientists may 
have been valid within formal, scientific 
parameters, they were not necessarily rele¬ 
vant to the subsistence interests of the user 
in her commons. 

The appropriate technology for the user 
of the commons, on the other hand, can 

I, 

meet the need for employment: maximise on 
what the marginalised sections have in 
plenty—that is, lime and labour; cut costs 
on seeds, fencing and saplings, be oriented 
to the self-provisioning of i hose who cur¬ 
rently derive a living from grazing lands; 
have a vision extending beyond two or three 
generations, like the native khcjri tree, 
countering the mobile scientist’s tendency to 
research on short-duration projects or the 
forest department's occupational prompting 
towards fasi-growing trees and draw, in ad¬ 
dition, upon the scientific resources of the 
community of users. 

While the objectives of the representatives 
of the state and the community of scientists 
in research instuutes often harmonised, the 
tripartite interest that encompasses village 
inhabitants obtains with difficulty. Relating 
the environmental concerns of those who 
subsist on common resources beyond the 
level of a village is an ever-widening gyre 
rendering just and determinate solutions less 
possible at each rise in the level of centralisa¬ 
tion. The association of scientists and users 
can facilitate the harnessing of science fo: 
ends defined by the latter as well. This is im¬ 
portant where the language of scientific 
discourse precludes a dialogue with farmers 
in professional journals. The responsibility 
vests with social scientists, too, for estab¬ 
lishing that the tendencies towards deserti¬ 
fication lie in the means through which 
smtilholders and livestock-rearers obtain 
their subsistence and therefore partake of a 
social design rather than a physical nature. 

Perhaps science in the interests of the 
disadvantaged has to begin with iheir 
categories—grazing lands or commons, not 
wastelands—in the wake of evident episte¬ 
mological disjunctions. 

1 Krishnamurthy (197(1) and Faiil ei al (1979) coi- 
mborate the view ihai pastoral grasses in India 
reach their peak value during the monsoons. 

2 The director, desert afforestation and pasture 
developmeni, Rajasthan noted that the depart- 


mem did noi opt for slow-growing species since 
the plantations had to'Ke established in the 
vhonesi possible lime. For details, see Mathur 
(I98):79). 

3 An evaluation of pasture developmeni under 
the DPAP programme in I he Jodhpur and 
Jaisalmer districts of Rajasthan, loti, con¬ 
cluded that the membership of the sheep co¬ 
operative based on the number of sheep owned 
virtually excluded ihe small farmers from 
benefiting For details, sec Sewak and Purohil 
11977) 

4 jagirdar. The holder of a jagir or estate who 
was assigned ihe revenue by ihe ruler. 

5 Thikanedar T he holder of a thikana or estate 
whose position was subordinate lo the chief 
of the slate itsell but who had considerable 
autonomy and powers of revenue utilisation 
in Ihe tract 

h Ijaredar Revenue contractor.' 

^ Patel The hereditary title of a revenue 
intermediary 

X For a discussion of the issue, see Shankar- 
naravan el al |l9g3| 

9 lor details, sex Singh (I985| 

1(1 I or details, sec the rules framed for the alloi- 
nieni ol ravine lands, tank bed lands, saline 
areas and wastelands under Ihe Rajasthan 

I and Revenue Act, 1956 

Referencfs 

Ahuja. 1 I) (1977). ‘improving Rangeland Pro- 
dueiiviiy' in FI S Mann ed Drserii/icalion und 
ll\ Coniml, New Delhi: ICAR. 

- (19X2). Range management and livestock pro¬ 
duction in and and semi arid regions of 
Rajasthan Paper presented at the workshop 
on 'Problems and Prospects of I ivestock 
Dcselopnieni', Jaipur Insiilute of Develop¬ 
ment Studies 

Ahuja. I D and M K Vishwanalhan (1976). 
■Growth of Sheep of ChoKla Breed Under Dif 
lereni Systems of Grazing on a Saline 
Rangeland in the And Zone of Rajasthan'. 
■\nnah of And Zone 15 (I and 2)- 102-05 
Ahuja, I D. C M Verma. S K Saxena and T R 
lamba (1978), ‘Range Management Studies on 
the t oniiibuiion of Ground Storey (grass) in 
Altoresled Areas in And Regions', Annuls of 
•(/«//one 17(3) 304-10 

Kliimaya. C P. I D Ahuja, M I Prakash, Gbpi 
Nath and N S Vangani (1966), ‘The Fxonomics 
and Klieicney ol Dilfereni Tyjycs of Fencing 
lor Soil ( onservation in Western Rajasthan' 
Annals oj And Zone. 5(2) 159-72 
lihiimhla, D R and Arsind kharc (undated), till- 
male of Hasielands in India. New Delhi Socieiy 
lor Promoiion of Wastelands Development 
Blair. Harry W (1986), 'SrK'ial Forestry: Time to 
Modily Cioals', b.onomicand Miiural Weekiv. 
21(30) 

C auhcld. (.aihcrinc (1982), Ini/m al Moist!orests. 

Nottingham Russell Press 
( hanihers, Robeil and Melissa leach(1987), frees 
to Meet ( onlingencies Sasings and Securilv 
lor Ihe Mural Poor. Discussion Paper 228, 
Sussex Insiiiutc of Developmeni Studies. 
Das. R B. P M Dabadghao, S P Marwaha and R 
Deb Roy (1963), ‘Grazing Capacity Studies in 
(irasslands of Western Rajasthan', Annals of 
And Zone 2(4) 

Dormaar. J I and S Smoliak (1985), ‘Recovery of 
Vegetative Cover and Soil Organic Matter dur¬ 
ing Revegciaiion of Abandoned Farmland in 
a Semi-arid Climate, Journal of Mange 
Management 38(6) 487-91 
Ciovernmeni of India (1974), Interim Report on 
Desert Development. New' Delhi. N.tlional 
Commission of Agriculture 
— (1976). Meport ol the National Commission on 
Agruuhure. Pan I.X, New Delhi. NCA. 
Gupta, R K and S K Saxena (1972), 'Potential 
Grassland Types'and Their Ecological Succes¬ 
sion in Rajast han Desert'. Annals of And Zone 

II (3 and 4) 198-218 


Herbel, Carlton H (1983), ■Principlesof intensive 
Range Improvements', Journal qf Mange 
Management 36(2): 140-43. 

Jindal, S K. K R Solanki and N L Kackar (19(3), 
‘Performance of Acacia Tortilis (Forsk) Pro¬ 
genies Under Arid and Semi Arid Condiliont’, 
Transactions of the Indian Soctety of Desert 
Technology 10(2): 38-42. 

Joshi, Rajendra (undated), 'Papers on Jat Agita¬ 
tion, Wills Repon and Sikar Agitation', Vigat 
no 9, Jaipur: University of Rajasthan. 

Kanodia, K C and B D Patil (1983), 'Ihuture 
Development' in A Singh (ed). Desert 
Resources and Technology. Vol I, Jodhpur: 
Scientific Publishers. 

Krishnamurthy, L (1978), ‘Flerbage Biomass 
Changes on Some Indian Rangelands', Pro¬ 
ceedings of the International Rangeland Con 
ference. Colorado: Society for Range Manage¬ 
ment, 221.24. 

Uisigi, W J, E R Nkurunziza andS Masheti (1984), 
‘Forage Preferences of Livestock in the Arid 
Lands ol Northern Kenya', Journal of Range 
Management 37(6): 542-48. 

Mathur, C M (1983), ‘^ological and Human Fac¬ 
tors in Afforestation Programmes in Indian 
Desert', Transactions of the Indian Society of 
Desert Technology 8(2): 76-79. 

Mishra, L C (1982), ‘Influence of Grazing on the 
Root Developmeni of Herbage Species in 
Tropical Grassland al Kanpur, India', Indian 
forester 519-20. 

Mitchell, John E. David M Eissenslat and Alex 
J Irt^ (1982). 'Forest Grazing—An Ojiponuni- 
ly for Diplomacy', Rangelands (4): 172-74. 

Muthana K I) and G D Arora (1979), Acacia Tor- 
tills forsk—A Promising Fast Growing Dee 
for Indian And Zones, Technical bulletin 
No 5. Jodhpur: CAZRI. 

National (.'ouncil of Applied Economic Research 
(1980), Perspective Plan cf Rajasthan. 1974-1989. 
Volumes I and 2. New Delhi: NCAER. 

Negi, S S (1986). A Handbook of Social Forestry, 
Dehradun: International Book Distributors. 

Pandey, R P, V Singh and Paramjit Singh (1983), 
‘A Reassessment of ihc Biological Spectrum 
of the Ficra of Rajasthan Desert', Transactions 
of the Indian Society of Desert Technology 
10(1) 12128 

lAiroda. R S and D S Jataspa (1983), ‘Forages for 
And Lands in A Singh (ed). Dryland 
Resources and Technology, Vol 2, Jodhpur: 
Scientific Publishers. 

Paul, B D. Jai Singh and V C Pachauri (1979), 
‘Fodder and Forage under Drought Condi¬ 
tions', Indian Farming 29(7): 23-27. 

Pressland, A J (1984), ‘Productivity and Manage¬ 
ment of Western Queensland's Rangelands', 
Australian Rangeland Journal 6(1): 26-13. 

Ram, Balak Cheesa Lai and Anil Kumar Sen 
(1983), ‘land Use in the Guhiya Catchment', 
Annals of Arid Zone 22(1): 65-73. 

Ram. Pema (1986), Agrarian Movement tn 
Rajasthan, Jaipur: Panchsheel Prakashan. 

Sewak, R D and S D Purohit (1977). ‘An Evalua¬ 
tion of Drought-prone Area Programme (A 
Study of Jodhpur and Jaisalmer Districts in 
Rajasthan)', Research study no 30. Agro- 
Economic Research Centre, Sardar Patel 
I iniverstty. Vallabh Vidyanagar. 

Shah, S A (1957), ‘Tree Lands or Grasslands in 
(he Rajputana Desen', Indian Forester 83. 

Shankamarayan. K A (1977), ‘ImpacTof Overgraz¬ 
ing on Ihe CJrasslands’. Annals of Arid Zone 
16(3): 344-39 

Shankarnarayan, K A, H C Bohra and P K Ghosh 
(1983), 1314 Goat: An Appropriate Animal for 
And and Semi-arid Regions', Economic and 
Political Weekly 20(2): 84-90. 

Sin^, S O (1983), Pitential of Water Harvesting 
in Ihe Dry llegions. Annals of Arid Zone 24(1): 
9-20. 

\hdav, Hridai Rom (1986), Genesis and Utilisa¬ 
tion of Wiste Lands, New Delhi; Concept 
Publishing Company. 


418 


Economic and Political Weekly Pebruary 22, I9A2 



Local Self-Governments and Geometry of 
Biodiversity Conservation 

Roots of the Incompatibility 

\ Daiiiotiaran 

Conservation of biodi versa v is today a global environmental concern. The international community is steadily 
inching towards a global convention /or the conservation of the unique variety of the biological resources of the 
planet. Not withstanding the international concern, for in sil u conservation of biodiversity to be a reality, its local 
human con.servers ought to be 'socio-ecologic communities’ inhabiting an ‘ecological’ space. 

This paper analyses why such local conditions do not obtain in India and why the ‘modern’ local self-governments 
of India do not capture the ‘ecologic’ geometry of biodiversity conservation. 


DURING the rcLcni Ciull «;ir while ihi 
world was ansiousl) lollowing ihcsoiirst ol 
the massisc oil sli-'‘ in ihc IVrsian Ciull, an 
ofticc-bearcr of an inicrnalional soluntars 
organisation proclaimed the possibilit> ot 
ihe wai producing another ecological hulo 
causi—the desiruciion ol the two largest 
gene banks ol ihe Middle I asi. si/, lei Avis 
in Israel and Alleppo in Syria Explaining 
ihe significance ol these gene banks, Renee 
Vcive of ihe Genelic Resources Action Inter¬ 
national (GRAIN) slated “Ihe world has 
depended on the Middle East farmers lor a 
long lime Ihe crops and semi-wild plants 
that they grow and use comain unique forms 
ol drought resistance that will be uselul to 
maintain farming systems against the impact 
of rain failure and expected desertification 
let us hope that the farmers survive to sow 
these fulure seeds”' lortunalely lor the 
world, the gene banks ol the Middle East 
survived the Gulf war. less lorlunaie have 
been the gene banks of India The historical 
subversion ol the iradiliunal ecological com¬ 
munities and their local governing authority 
b\ the state in the pre-Brilish and the British 
periods and then replacement b\ non-eco- 
logical comiminities and 'statutory' pan- 
chayat raj tnstituiions, conceived in a non 
ecological space, largely explains Ihe steady 
erosion ot Indian gene banks. In a world 
which IS gradually inching towards a global 
agreement lo' conserving the biological 
variety of this planet, the absence in India 
of local self-^iovcrnments, sensitive to the 
• geometry of biodiversity conservatton is an 
incongruity 

I his paper attempts to explain why India’s 
present-day local scll-governmenis cannot 
conserve the country’s biodiversity, unlike 
then traditional predecessors Ihe paper 
begins by bringing out the geometrical 
essence of biodiversity conservatton and the 
Uxal conditions necessary lor capturing Ihe 
■gcomctricar essence. 1 he paper prcKeeds to 
explain why the iradiitonal panchayais or the 
local governing units ol India were adept at 
conserving the variety ol nature. The paper 
then traces the systematic deconstruction ol 
local space attempted in India by the cen¬ 
tralised state both during the pre-Bntish and 
British periods which not merely served to 
destroy the traditional ‘ecological’ local 
governing entities of India, but in their 
substitution by ’non-ecological’ local self- 
governments. were indifferent to the natural 


variety ol plant life in the country. The con¬ 
cluding pan ol the paper surveys how the 
present-day paiichayai raj institutions in 
India conceived largely within the ‘non- 
ccological' space, created by Ihe British are 
iii.idequale to ihe task ol conserving the 
biodiveisiiy ol the country 

(ili.'MI IRV III BlOUlVI RSI tv 
< OSSI KVAIION 

All natural resources are distribiiied in 
space, so are human comiiuinines Human 
conimunitic’s appropriate natural resources 
lor their day-to-day energy requirements. 
Appropriation ot natural resources is media¬ 
ted by the social order. Social mechanisms 
regulate the nai ure and pattern of appropria¬ 
tion of natural resources In traditional 
agricultural communities all the energy 
needs were met endogenously Similarly the 
conditions of social production in these 
conimunities were dictated by natural limita¬ 
tions. The social space ol such agricultural 
coinmuniiicv. consisting ol the exploiting 
and exploited classes, was dependent upon 
tile sustainable use ol iiaiuial resource since 
this was crucial to the reproduction ol Ihe 
social order I he socio-economic order ex¬ 
isted in a symbiotic relationship with its 
natural resource base, one serving to 
reproduce the other 

Human communities which have a sym¬ 
biotic relationship with their natural 
resource base are socio-ecological commu¬ 
nities (ot 'eco-system people’ as Dasmann 
puls It’) existing in a socio-ecological 
'space' Since, as we have pointed out, such 
communities derive all their needs in siiii. 
they attempt to draw all their needs of food, 
loddei, energy and medicines from their own 
natural resource base It was natural for 
these comiiiuniiies to have a vital stake in 
conserving the natural variety ol biological 
resources lor satisfying their multiple needs 
Therefore. siKio-eeological communities are 
prerequisites lor the conservation ol Ihe 
diversity ol biological resources 

The ideology ol a socio-ccological com 
niunity is 'natural heterogeneity’ It is this 
ideology which charaelerises the ‘space con 
sciousress' ol such communities both within 
and outside its boundaries. 1 he social divi¬ 
sion ol labour is conditioned by the natural 
.variety ol the ecological space. Different 
classes or sivial gioups relate themselves dif- 
lerenily to dilfereni natural resources lor 


their economic reproduction. Since the com¬ 
munity cannot survive without the survival 
ol Its social division of labour, local com¬ 
munity organisations not only upheld the 
ideology of natural heterogeneity but also 
enforced many regulations and controls to 
ensure that Ihe diversity of natural resources 
was protected. The ideology of natural 
heterogeneity was emphasised by socio- 
ecologieal communities in inter-community 
relationships. Socio-ecological communities 
were separated by their natural or ecological 
differences. In turn, the natural or ecological 
difference between communities served to 
reinforce their identity as autonomous 
natural resource users within their respec¬ 
tive niches. 

It follows that the geometry of biodiver¬ 
sity conservation is a complex concept which 
IS based on the objective and subjective ex- 
isieiiee ol a local socio-eeological communi¬ 
ty III an cx'ologieal space. We now take a look 
at how the geometry of biodiversity conser¬ 
vation was captured by the traditional pan- 
ehayats of India. 

TKAI>II1<)NAI l-tKAt Sill GOVERNMtNfS 

There exists no systematic account of the 
history ol panchayais in India. There are 
even disputes amongst historians regarding 
the unit of local self-government in India in 
the ancient and pre-medieval periods. In 
view of these information deficiencies about 
traditional panchayais and disputes regar¬ 
ding their jurisdiction in the distant past, a 
picture of traditional panchayais can only 
be framed on the basis of the available 
historical material on rural societies of India 
in the ancient and pre-modern periods. 

Sociologists, historians and administrators 
speak of the existence of caste panchayais 
(these exist even today in states like Uttar 
Pradesh and Haryana), an assembly of the 
ruling body of a given caste meant to regu¬ 
late the social mores and customs of its 
members.’ In mono-caste communities, it is 
likely that the caste panchayats exercised ad¬ 
ministrative, economic and ecologic func¬ 
tions in addition to their regular social func¬ 
tions. Other than caste panchayats, studies 
on Indian society speak of ‘panchayats’ as 
local bodies exercising administrative, 
economic, political and natural resource 
management functions—m short all func¬ 
tions necessary to maintain the well-being 
of Ihe community covered by them.'' And 
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there IS CMdencc to show that the iraUiiioiial 
panchayats were autonomous and not 111101 - 
feted with, by the higher level of politieal- 
administrative organisation, exeepi perhaps 
for tiseal or political purposes in the 
discharge of all these functions 

As regards the jurisdiction of traditionul 
panchasats, we again have no definite evi 
dence This is because historians do not 
agree on the basic unit ol local sell-govern¬ 
ment m ancient and pre-medicval India 
Thus the iradilional historical view that Itxal 
self-governments were village based has been 
by and large queslioned bv recent historians 
and lor valid reasons Keceni historical 
studies establish that villages were not 
'republics' as Metcalle assumed and that in 
fact, social and economic reproduction oc 
curied in a largei area than a village (sav a 
group ot villages or a micro-region) ' 
logically this view also considers units ol 
local self-governmeni to he largei than an 
area covered by a single village ll also 
follows Ihcrelore, lhal panchayals need not 
have been conlined to a village. A traditional 
panchayal could have cmbiaced a group ol 
V illages 

Hut what IS signiticani to us is the 
criterion on which historians on both sides 
have sought to determine the unit ol local 
self-government in ancient and pre-medieval 
periods The criterion was 'scU-sulliciencv’ 
And this criterion ol sell-sufliciency was not 
merelv ‘social’ or 'economic', hut also 
'ecological' 7 hus those historians who con 
sidcred a village to be a selt-suriicieni 
'republic', supposed it to be not only 'socially 
complete' (in terms ol all castes) 'economic 
self-reproducing' (m terms ol economic acli 
vilies) but also more lundamenlallv 'ecolo 
gically sell-contained' (in terms ol having all 
ecological regimes necessary lor economic 
and social self-sulliciency) this would be 
cvideni from the stylised Vedic descriptions 
of a village as consisting a central inhabila 
non place, followed concentrically by plough 
lands, grazing lands and lores! and watei 
sources.'’ that such geographical descrip¬ 
tion underlined the significance ot 'eco¬ 
logical self-sufficiency' goes wiihoul sav 
ing. (liven the naluial lesourcc based 
pastoral and aerarian cvoiiomics ol the past. 
It also ncH.’ds no em|vhasising lhai 11 was this 
ecological sell-sutticiency which underlav 
the economic and social sell-sullicicncy ol 
the autonomous local coninuinilies irrespcc 
live of whether these commuiiiiies were coii 
tamed in a village 01 esieiided 10 aieas largei 
than lhal ot a village I hus even the reliam 
of those historians who c|uesiioned ihe no 
tion ol village sell sulliciencs was likewise 
'ccolcrgie' 1 hese hisiorians were vil the v levs 
that villages were nol socialIv and eeono 
mieally sell sutticieni as ihev had to share 
III the use ol vomnuui natural lesourccs 
(such as waiei. forests, ek) ' It doev mu le 
quire lurihei arguments to establish the lad 
that a unit ol likal sell governmeni m the 
historical past was based on ‘ecologiv pro 
perties'm which mandgemeni ot all natural 
a'sourcc's including eominoii iiaiuial resotii 
CCS was eonsidcred ciial toi eonimuiniv 
rcproduciion I he panehavai. the traditional 
unit of local scll-govcmmcni thus had a 
'natural resource dimensicm' as it CMstcd in 


an c'c'ologic-based ‘scrciul space', ll also 
lollowed that the jurisdiction of traditional 
panchayals eoincided with ecological boun¬ 
daries and lhal 'economic and social scll- 
sulliciciicy’ was conditioned by ecological 
sell-sulliciency 

Now we examine how the ideology of 
natural heterogeneity operated in the case 
ol the traditional panchayals As we have 
ixiinied out. there arc- two levels at which the 
ideology ol naiutal heterogeneity can be 
deemed to operate lor socio-ceologieal eom- 
munitics, VI/, internally and externally. We 
take the internal dimension ol natural 
heterogeneity ol traditional panchayals first 

In ancient India, the social reproduction 
of endogamous castes was condiliuned by 
their reldlionship to the nalukil rcsouiees 
Different castes related dilTcrcnilv to dit- 
Icrcnl natural resources '* I his is cvidcnl 
from some of the cthno-ceological studies 
eoiidueled lor some parts ot India Oadgil 
and lyci, referring to ihe traditional soeieiies 
in L'liar Kannada disiriei ot Karnataka, 
bring out how dilfcrcm easie groups specia¬ 
lised in utilising different natuial resources 
They also mention how it was the task ol 
iiadilKvnal cillage councils to ensure that this 
social segregation of the natural rcsouiees 
was observed by Ihe comnumitv As is eleai 
from the study, the knowledge ol the bio 
logical and physiological properties ol 
natural resources acquired by the respeeiive 
user castes played an important tole in ihe 
careful husbandry ol natural resources,'" 
while the local eonimunity organisations en 
sured that natural resources meant to be used 
bv one caste was not appropriated bv others 
Since, as we have pointed out, ttadilional 
local communities ol India were laigelv 
sell-siillicicnt and depended on then own 
natural resource base lot meeting ihcir 
divcise needs, their stake in protecting 
biodivcrcily was much greater 

Corning to the extcinal dimension ol 
natural heterogeneity studies by Stein |1980| 
and Karashima |I985) indicate lhal the local 
communities of India were ecological tern 
tones, separated bv ecological btuindaries 
The prevalence of myriad soil elassi heat ton 
and land revenue assessment systems and the 
autonomous control exercised over manage¬ 
ment of common lands and forests by tradi¬ 
tional local panc'hdvals, all point to local 
management ol natural resource use. by 
local level organisations ol the socio 
ecological communities in India in the dis 
lani past 

Obviously this geometry of iradiiional 
communities was not compatible with the 
vc'iiiralisc'd state order which Ihe imperial 
dynasties ol India and later, 1 he British col- 
oni.il stale aimed to establish 1 he task ol 
these inipeiial powers was nol oiilv to sub- 
lugaic these autonomous IiKal communities, 
but also to dc construct the local space ol 
India, so that local communilies would be 
mere appendages ol Ihe centralised state " 

OlcoNsiKit 1 ION 01 lot \l Si'M l IN 
lNt)l \ 

Hisiorival inlormaiion is lacking on ihe 
precise naiuic of the changes wrought on 
local socio-ecological communities by the 


state. However, historical studies on the 
agrarian societies in the pre-medieval and 
medieval periods throw some light on the 
changing geometry of these communities. 
Thus Karashima, in his study of south 
Indian history and society, traces the 
deconstruction of local ecological space m 
south India to the middle period of the 
Chola rule when powerful Chola emperors 
like Raja Raja I, Rajendra I and Kulotiunga 
I, attempfed to establish a centralised ad- 
mmisiraiive network by “destroying the bar¬ 
riers between nadus", the fundamental 
ecological units of the local communities 
Coming to north India, some evidence of the 
“deconstruction of local communities" is 
provided by Habib in his survey of the 
agrarian siKiety of Ihe Sultanate period. 
Habib describes how from the period of 
Allaudin Khilji the 'khois' and ‘muqad- 
damn, the head-men of rural communities, 
were faced with severe restrictions on their 
revenue-raising powers by the stale. Habib 
also points to the role of the iqias (an 
instrument of ihc Sultanate kingdoms for 
transferring agrarian surplus to the ruling 
class and its soldiers) in making inroads into 
the autonomy of the local communities. As 
Habib describes “with the establishment of 
the Sultanate, conditions largely remained 
the same, but a gradual process seems to 
have begun that ultimately convened what 
were autonomous principalities into real 
ic/tav"'’ Ciradually during the Ixydi period, 
the system ol iqtu\ was replaced by sarkars 
and parnanas (somewhat equivalent to the 
modern distnci) which were territorial 
power-centres in a revenue spate. This con¬ 
tinued during the Mughal period.''* f-'rom 
all these descriptions, it is evident that the 
local ecological space of peasant societies 
was sought to be replaced by a 'fiscal-cum- 
administrative’ space. However, despite the 
attempts at a new spatial order, the old 
‘ecological space' was nol totally deeonst- 
rucied in pre-Briiish India except for some 
erosion ot the traditional fiscal powers of 
total communities '' This could have been 
due 10 the Irequent change in dynasties de¬ 
nying a toniinuily to the prrKess of cen¬ 
tralisation of state power As Stem |1991) 
notes rural communities in India, even as 
late as the I8lh century, continued to exist 
as coherent and unified entities in resisting 
the unjust demands of the centralised state 
C learly there is no evidence to show that ihe 
geometry of the socio-ecological commu- 
nilies was substantially disturbed during this 
period 

The British raj in India, however, syste¬ 
matised Ihe process of ihe centralisation of 
state power, through a fundamental deconst¬ 
ruct ion of India's local space for each pro- 
since the British established a system to 
govern them in accordance w iih ihe colonial 
mieresis Since land revenue was to be a 
major souice ol income for the British em¬ 
pire in India, a system to collect land revenue 
had to be set up. Accordingly in Bengal, 
parts of Madras and the United Provinces 
and in the Central Provinces, the highest 
class ol intermediaries, standing immediate¬ 
ly below the government (the zamindars) 
were accepted as payers of revenue. In 
Bombay, Assam, Burma and the larger part 
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of Madras, land revenue was collected from 
the ryots, while in the remaining parts of the 
United Provinces and in Punjab, represen- 
latiscs of the village communities Mere 
chosen as intermediates (the mahalwaris). 
But irrespective of the existence of 
intermediaries, the structure of British ad¬ 
ministration was similar lor all these pro¬ 
vinces.’’ The territory constituting a pro¬ 
vince was repeatedly sub-divided to form ad¬ 
ministrative units. The most important of 
these units was the 'district' headed by a 
collector Though the specific nature of his 
dunes varied according to the character of 
the land tenure system, the collector's basic 
responsibility was towards land-revenue col¬ 
lection The district was a large 'fiscal- 
space' and imposed iisell on the traditional 
local socio-ecological spaces The sub-units 
of the district, vi?, the sub divisions, or the 
taluks were established from the fiscal point 
of view. Thedisi. '• '-ollecior personifi^ the 
new ‘power centre' and his subjects were not 
‘communities' but tax-yielding 'intermedia 
ries' or rvois The cadastral survey ol a 
district which yielded a cadastral 'map' or 
a cadastral ‘record’ was primarily a fiscal 
record prepared to identify the persons under 
the fiscal power of the state 

The real proof of the fact that a district 
was structured as a non-ccological local 
power centre by the state lies in the ‘mam 
circuit system' of land survey introduced by 
the British in 18.^8. Whereas the erstwhile 
'parganas' or 'subhas' were aggregates of 
groups of villages, the main circuit system 
was based on a top-down approach whereby 
main traverses run down Irom the dislrici 
were connected with the triangulation 
enclosing areas of 100 to 2(X) sq miles. I hese 
enclosed areas were then sub-divided by 
minor traverses to artilicially determine 
village boundaries Obviously this system 
which was designed foi the “convenience ot 
revenue administration" could have resulted 
m the tampering of traditional ecological 
aoundaries of local soc lo-ecological 
communities 

Moie was lo follow whsn ihe Hrilish col 
onial suic decided lo ■raiionahse’ or ‘stan 
dardise' the system ol land revenue assess¬ 
ment Soil classification followed a standard 
pattern, sev also land revenue assessments 
I he introduction ot a centralised 'top-aow n' 
survey and settlement system not only 
resulted m reduced power lor the local com¬ 
munities in Ihe collection ot revenue hut also 
in introducing extraneous influence in then 
crop husbandry systems l- ven worse lor 
the local communities was the tact that this 
centralised survey system brought the ga/e 
of the British stale on the immense potential 
of the wastelands adjoining ryotwari villages 
and /amir.dari estates Sevcial restrictions 
were imposed on ihcir use by com¬ 
munities.-' By the mid-l')lh century, on a 
further realisation that wastelands contain¬ 
ed tree growth and plant wealth ol immense 
value to British industries back home, the 
colonial stale embarked upon a massive pro¬ 
gramme ol appropriation ol large tracts ol 
common lands by consiituting/reserving 
them as stale forests -- This denied a vual 
ecological regime ol great imixiiiaiice to the 


traditional socio-cvological communities. 
These state forests were to be for use by the 
state with certain rights, concessions and 
privileges thrown to the users. But here 
again, while according to the users certain 
rights, concessions and privileges, the col¬ 
onial state recognised only individual rights. 
This further served to undermine communi¬ 
ty rights and community organisations such 
as the traditional panchayats. The concept 
of the ‘community of users' (i c, the socio- 
ecological communities) was effectively 
exorcised.-' 

The de-recognition of community rights 
to forests and common lands and their 
substitution by ‘individual’ rights had an in¬ 
teresting social implication. The principle of 
'individuation' which was introduced for the 
erstwhile community natural resources sowed 
the seeds for the ‘free-rider’ phenomenon. 
The selective social predation of natural 
resources (referred to in the first section) was 
replaced by an ‘anarchic’ mode of exploiia- 
lion, which led to the over-cxploitaiion ol 
those natural resources open to the users by 
the state 

lo sum up the ‘deconstruction of local 
space’ sysicmatically effected in the Briiish 
period had the following implications on the 
traditional socio ecological communities in 
India. 

(1) It destroyed the natural inter-comniu 
nity differences 

(2) ll successfully removed the sources ol 
natural heterogeneity Irom Ihe control ol 
socio-ecological communities 

(3) The traditional social structure ol 
natural resource use (i e, social diversity m 
dalural resource control and use) was iiii- 
setilcd and undcrinined. 1 he cumulative 
conseguence ol all these proces.scs was ihai 
the ‘natural heierogcneiiy’ of the traditional 
kveal communilies was eroded. But the in¬ 
auguration ol the new l<Kal community in 
India, based on the ideology ot non-natural 
homogeiieiiy, had to wan lor I ord Mayo and 
lord Kipon 

I Ml ktil M I Ol Nl w iDi Ol o(,y Ol l.(K \i 
Si'vr I 

\\ hilc the depiedalion ot ihe Iradilional 
socio-ecologicul communilies was going on 
in ihe mailer described in the previous sec 
lion, I ord Mayo in I870and Ixvrd Ripon in 
188,3 iniroduccd '’ their lamous resolutions 
lor esiablishing local sell governmeni in 
British India This ncal filling ol the newly- 
creaied lixal panchayats into ihc administra- 
iioii space ot ihc district is very well tesiiticd 
bv a well known British adminislrau-r as a 
‘‘rci on\iitiinon lor m'w purposes and on an 
uhered Joundanon ol a body which had 
loimallv a liadiiional auihoriiv" (emphasis 
added) ” Ihe ‘new purposes’ advened to 
above was ihe dissemination ol the new 
ideology ol 'iion-naiural homogeneily’ The 
type and list ol lunciions delegated lo the 
ncvviy-crcaicd local self-governments in 
British India amply bears out our assi riion 
Ihus the district boards, the union boards 
and pcndiavals were eiiirusled with ihe 
lunciions ol dealing with village lands, 
ponds and wells, drainage, public health and 
education 1 oi ca> h of these lunciions, 
lire stale prescribed elaborate but ‘siandar- 


dised’ guidelines such as, for example, 
uniform sanitation, education and public 
health norms.-' The distinctive traditional 
practice of dealing with these matters by tn- 
cHvidual local community organisations was 
lost. All the same, by delegating only the 
aforesaid functions or by defining what a 
panchayat 'could do’, the state was, in icffect, 
conveying what these local bodies could not 
do. The net result was that panchayat raj in¬ 
stitution's were structured to function within 
the administrative space of the district for 
carrying out certain activities ‘prioritised’ by 
the state. These activities were by nature 
‘standardised’ ones aimed at effacing the 
natural heterogeneity of local communities. 

Even in the post-independence period, 
though panchayats were enshrined promi¬ 
nently as Directive Principle in the Constitu¬ 
tion of India.ihc structure of local self- 
government was conceived once again within 
the administrative space conceived by the 
British. Thus the fulcrum of political decen¬ 
tralisation in independent India has been the 
district To be fair to the architects of the 
panchayat raj institutions in independent 
India, they did attempt to secure a break 
Irom the administrative geometry of the 
district The Balwanirai Mehta Committee 
recommended the community development 
block (a group of 100 to I6() villages) and 
not Ihe ‘sub-division’ or 'taluk' ns the 
middic-iiei of the panchayat raj structure. 
Bui ihe bIcK-k was not an ecological entity— 

It was merely a development unit.*'' Much 
laicr, the Ashok Mehta Committee, em¬ 
phasised on a change Irom the ‘block’ to the 
'mandal' as the middle-tier entity. But this 
proposed change was again on purely 
development concerns and not from the 
V lew point ol ecological contiguity and com¬ 
munity boundaries Thus the present-day 
panchayat raj institutions still continue to 
be opcrationali.sed within the foundation of 
the ‘adminisiraiivc’ space of the district. But 
equally significant is the functional re¬ 
orientation that accompanied the geometri¬ 
cal change. While the traditional panchayats 
were based on a total identity with the com¬ 
munity of users of common resources and 
impliedly for the discharge of community- 
oriented functions, the new panchayat in¬ 
stitutions arc functionally oriented to Ihe 
dissemination of standardised services of the 
state in the realms of education, public 
health and rural technology, all aimed ai'ef- 
tacing the community tdentitics and pro¬ 
moting instead ‘a non-community identity’ 
In ihc scheme ol functions which devolved 
on these panchayats community manage¬ 
ment of common natural resources did not 
lind a place, as compared to the traditional 
period when it was practised as the most 
significant (unction The structuring of 
panchayat raj institutions in India, thus con¬ 
tinues to be on Ihc same non-ecological 
toundaiions as in the British period These 
insiiiuiions arc still perceived as the carriers 
and disseminators of state-designed pro¬ 
grammes and technology. The success or 
tailure ol panchayat raj insiiiuiions are ad¬ 
judged III terms ol their efforts in successful¬ 
ly carrying out agricultural practices, af- 
loresiaiion programmes and other measures 
as guided by the state 


Economic and Political Weekly lebriiary 22, IW2 


421 



DHANALAXMI 
IS PLEASED 


Got rebate in 
Income Tax 



cc 

d 

d 


National Savings Scheme 1987 

• 100% Income Tax Rebate on investment u/s. 
80-CCA 

• Maximum Limit of Investment is now 

Rf. 40,000 PA. 

• Rate of Interest — 11 Per Cent. 

•An Aduh/Tax Paying Minor/Hindu Undivided 
Family can qpen the account 

Public Provident Fund 

• income Tax Rebate u/s. 88 of the Income Tax 
Act on investment upto Rs 50,000 P A 

• bmit of Subscription — Minimum Rs. 100/- 
and Maximum fc 60,000 P A 

• Tax Free 12% Compound Interest. 

• Facility for loan and non-refundable 
withdrawals. 

• Re. 10.000 invested pec year become 
Ra. 4,17,532 at maturity. 


Nati onal Savings Certificates, 

Vifi issue 

• No Bmit on Investment. 

• Investment of Rs. 50,000 will be eligible for 
deduction at rate of 20% from Income Tax 
u/s. 88 of the Income Tax Act. 

• 12% Interest Compounded half yeariy. 

Rs. 1,000 become Rs 2,015 after 6 years, 
a Interest accrued annually is eligible for tax 
rebate u/s 88 and 80- L of the I T A, 

Contact 

Directorate of 
Small Savings, 

Government of Maharashtra, 

New Administrative Building, 

8th Floor, Bombay 400 032 

Assi$tant Director of 
Small Savings. 

C/o. District CoUectorate. 
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PANCHAYAtS ANO GEOMETRY OF 
Biooiviksit^ 

Today, ihe threal of India's biodiversiiy 
comes from iwo sources. (I) The spread of 
modern agriculture technology, which is 
slowly replacing the natural genetic material 
indigenous to the country, by the exotic high- 
Mclding sariciics ol crops. (2) The rapidly 
spreading malaise ol the degraded common 
lands which has resulted in the devastation 
ol these gene-reservoirs The second source 
IS by far more potent as its spread has not 
been socio economically constrained as the 
lirsi Tor instance, Jodha" in his surscy ol 
about K2 sillages drawn from seven majoi 
states of India mentions the abject deteriora¬ 
tion of common lands in the majority ol the 
surscyed villages. Barren common lands are 
the rule in India and this is mainly due to 
the indifference ol paiuhayals luwaids these 
invaluable resources Mere and there we do 
corne across stories ol the succcsstul ‘parti¬ 
cipation' ol panchayals in the re-affores- 
taiion programmes sponsored by govern 
pieni departments, aimed at raising Iasi 
growing tree species lor accelerated supplies 
ol ‘luelwood’ and ‘loddei' But ihcic are in 
deed very exceptlonal cases where panchayals 
have taken up ihe managemcm ol common 
land lor conserving their bio.divcrsitv. 
without any ‘exiension’ programme ol itic 
governmeni departments " On the con 
trary, we have betore us, storicw ol the 
Chipko Andolan in ihe llliar Pradesh hills 
and the Kusnur salyagraha in Karnataka 
where the non-panchayai grassroots en¬ 
vironmental movemenis have played a stellar 
role (or the protection and conservation ol 
hiodiversilT " 

Clearly the negative trends in biodiversity 
conservation noted by us above are the 
results of or reactions to the "deeonsiruc 
non of liKal socio-eeological space" alieiiip 
led by the centralised stale power in India 
in the hisunleal pasi Apart Ironi the neg.i 
live cllecTs ol the non-iiaiuial resouiee luiic 
lional siriiclure, panchayals in India 
physically operate in truncated ecological 
spaces It IS not uncommon to lind a group 
ol villages with an ecological conliguily (by 
virtue ol their liKaliotial 'says' in a waiei 
shed) being •admiiiisiratively’ distributed 
amongst dillereiil paiichayats resulting in 
their inability,, to come together in the 
management of the natural resources of the 
watershed. Alternatively, there are silualioiis 
in our country where a village community 
which IS ecologically scll-sufiicient finds 
Itself swamped in a panchayat which may 
consist of other villages not necessarily hav¬ 
ing ‘ecological properties' It is natural under 
the circumstances tor the panchayat con¬ 
cerned to be indilfercnt to the biodiversity 
con.servation in the ‘ecological village' These 
situations could be traced to the adminisi 
ralive principles of local space organisation 
initiated during the British period 

To conclude the thrust ol this paper is to 
stress Ihe fact that Ihe present-day local sell- 
' government organisations in India do not 
capture the geometry ol biodiversity conser 
vation. For biodiversity to be judiciously 
conserved, local organisations ought to 
operate in an ecological space and function 
as representatives ol the ecological com 
munities. I hey ought to embody the princi¬ 


ple of natural heterogeneity. The present-day 
panchayat raj insiiiulions have been esta¬ 
blished 111 an administrative space and have 
been structured by the centralised state 
power, to luiKtiori as disseminating ‘local’ 
points ol 'standardised' ‘non-natural' tech¬ 
nologies ol the Slate Indeed the philosophy 
ol 'standaidisaiion' implicit in these local 
organisations constiiuies the very anti-thcsis 
ol ‘diversity’ Ihe specilicities ol local 
knowledge, local skills and social diversity 
111 n.iiural resource use, have iherelore no 
place 111 Ihe Scheme ol Ihe present-dav pan- 
cTiayai raj insiiMinons m the country li is 
no wondii ih.ii the task of conseiving the 
diversity ol biological resources in India has 
been progressivelv lake’ll over by the voluii- 
latv giassroois cmiionmenial movements in 
certain pans ol the ciiuniry--movcmcnts 
which tiansceiid ihe ‘administralivc tern 
lories' ol the local sell governments and sc'ek 
to mobilise itic laleni 'soeio ecological' 
poleniial ol the rural population 

fl he V lews espressed in itiis paper are personal 

.111,1 ll,' l-l'l p,ll|C>ll l,< he lllllc, ,tl lit, ,11--.nil-..1 

h. 'h h M -c hi. ll hi will I. c 

1 See iiev'siiem ‘I’laiil (lerie Banks in Ciull 
Ihrcaleiied by Wat', Ij.itnoniii Time',, 
lebruarv 2^, I4ni The eoneepl of biodivei- 
sirs can be si-en ii\ h-rms ol two 'differences' 
(I) Ihe dillercnce hclwcen Ihe biological 
variety ot iialuial ecosystems and the 
homogeneilv of ‘consiiiieied’ eeosyslems, 
and (21 ihe dificreiiee bciween local, or 
endogenous bioiiialetials and exogenous 
and/or geneiicallv-eonlnved biomatenals 
In rhis papei. we are mainly considering llie 
lirsi 'dillereiKc' and that loO only in lela 
non lo hoi.iiiical vanctv 

2 IJasniariii 119741 disiinguislies between 
'ecosystem people' (llic local ecological 
comniunilies) iied to the global leetino 
logical civilisiiiion I he means ol leproduc- 
Tioii ol biosphere people are thus diawn 
Iroiii a l.iigc I spaiial svsiem lhan Ironi luir- 
lovv ci’iiuuiinilv hoiiiidaiies 

I See Siricklaiid |l9f.K| in Ulunl led) 119.18, 
p Ifi-i] t dsie pain h.ivais were basically an 
■isseinblv ol the luliiig body ol a caste 
■Among itie siipenor casies such panchayals 
were iinpei inaiieiii, nieeiing only when 
siiminonecl bin in a gieal majoriiy of Ihe 
casies Ihe paiichav.il was a slaiidmg hodv 
ruled hv a |)et maiieni commiilc-e since most 
ol Its liiiiLiious related lo breaches ol 
social cusioinarv laws such as marriage 
laws, cu It was nioie or less a jntv lor awar¬ 
ding penallics punishmenl Isee I dward 
Blum 1918 pp 51 55 and 77| 

4 Buiion Slein's usy ol the concept ol ‘pea- 
sani ecoivpe' lo deline local self-governing 
eiilines (ilie nar/n'l in medieval south India 
IS illusiianve of the signilicance of local 
ecology and ii' managemcni by peasant 
'IcKal govermiicnis \ similar notion is siig 
KCsied in Ihe concepts ol 'Iragmemcd' or 
'(ragmeni.liion ol’ IcKal power employed lo 
dcline Indian leudalism in ihc pericxl before 
12(81 Al) (See ( 1 fli. 'ol I, ( hapiets I and 
III. pp 9 14 and 45 52| 

' Ibis coniroveisv is well discussed by 
Karashima |I984. page 4()-41| The nolion 
llial Indian cillagcs were minialure republics 
can be Paced lot hat lev Metcalle's mmule 
ol 181(1 HIS Maine and Karl Marx had 
also i.npheiilv a, cepied that coneepi As 
Kaijs lima iiieiiiions. the myth cil village 
tepubhes "as exploded by the many vllage 
sliidic-. coiidiic'ltd in India in Ihc I95()s 
which levealed ihal not all villages had Ihe 
social Ol economic condilions for indcpcn 


deni existence, as assumed by Metcalfe and 
others. 

6 Cited by Amiia Ray jl964, p 25| from the 
Rrg Veda Kay also cites Panim lo suggest 
that village boundaries were marked by 
natural boundaries such as forests, thickets, 
rivulets, ponds, jungles. 

7 Going by the features of a village as describ¬ 
ed in Ihe Rig Veda, it should have a variety 
of ecological regimes (agriculture land, 
ponds, nvers, forests and pastures) to enable 
Its population to be fed with foodgrains, 
animal proteins and energy—in short all the 
'ecological conditions’ for its survival 
without any outside dependence. 

8 Stem 11980] by considering a peasant 
ecotype to be of a larger unit (the 'nadu') 
lhan a village and Karashima |I98S) by 
pointing to the sharing of tanks and water 
regimes by a group of adjoining villages, 
have questioned the nolion of the ‘ecolo¬ 
gical self-sufficiency' of villages as assum¬ 
ed iradilionally by historians and 
administrators. 

9 Noi all casies relate lo their physical en¬ 
vironment in Ihe same manner. 'The upper 
castes of Indian society did not engage 
ihcmscives direclly in appropriating and 
using natural resources But each caste had 
a stake in specific natural resources. For in¬ 
stance, the ca.sies in Indian society engag¬ 
ed In carpentry had a slake in conserving 
Ihc wood resources relevani lo iheir profes¬ 
sion Similarly the upper castes had a stake 
in conserving the ‘sacr^ groves' of the com- 
munils since ihc existence of these groves 
was gcimane lo the ideology of the 'sacred'. 

10 Sec Ciadgil and Iyer |l988j and more recent¬ 
ly Gadgil 11991] 

11 the advent ol a new social order, heralds 
a 're-asscriion of space' |Soja, 1989). This 
'reassenion' is achieved by ‘deconstruction 
and re consliluiion’ of space. ‘Spatial 
dcconsiruclion' means Ihe rc-inscnption 
and rc-siiuaiion ol elements in space and 
ascribing ot new meanings to Ihc space 
changed thus Keconsiiiuiion of space is 
achieved on the foundation of a deconsl- 
rucicd spatial order Reconstitution is what 
piovides Ihc insiiiutionahsalion of the new 
social order I he imperial dynasties of India 
and later the British raj deconstructed Ihe - 
local space of India by destroying Ihe local 
orgamsalions ol Ihe autonomous 'socio- 
ecological commumlies This was perform¬ 
ed by removing iheir powers and privileges 
and liising ihem lo the new but more cen- 
iralised points ot power. Side by side these 
imperial powers also created Ihe condilions 
for effaemg the ideology of natural 
heierogcneily This was achieved by tamper¬ 
ing the ecological boundaries and the 
ecological space of Ihe traditional socio- 
ecological IvK-al communities, ll was on the 
loundaiion of the deconstructed local space 
that the British raj reconstituted Ihe pan- 
chavdl raj insliluiions. 

12 Sec Karashima |I984, p xxvi, Iniroduction] 
wiih regard lo south India and Habib (1982] 
tor north India during the Sultanate period. 
Habib mentions how Allaudin Khiiji pro¬ 
hibited Ihe A/to/s (the local luling peasant 
anslocracy) from levying iheir own cesses 
on ihc villagers 

II See Habib (1982. p 69] Iqlai were a 
mechanism devised lo collect land revenue 
from ihe peasantry and for dislribuling ll 
among the members of the ruling class. The 
iqia was a lemiorial assignment 

14 Habib (1982, p 24-25] 

|S As llahib I19H2, p 56| sialcs “even when me 
jiiiluiiiiv ot the Suluiiaic over the coun- 
IIs asserted more vigorously, and an 
arbitiary tribulc was 'replaced' by a land 
lax assessed on ihe peasants, ihe older 
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irtMocmo uUI had a place". Elsewhere 
Habib subsianiiaies ihe proposition, while 
reterring lo the changed fortunes of the 
khon and muqaddams in the post-Allaudin 
khilji period Thus he mentions how 
Cihiya/uddin Tughlaq did not persist with 
the hard measures against the khun and 
tnuQiiddain\ and in iaet “exempted iheiii 
from paying tax on their eullisation and 
xattlc". a concession earlier denied to them 
hs Allaudin (p SS) [he situation was the 
same during the IxkIi period C learly these 
• ihsersaiions go lo prose the lad that cen 
tialisalion of stale powei was not an ii 
resocable trend in the pre British period 
since imperial dsnasiies rulers saned in 
their strengths 

lb See Stein II99I. p I6| In tact, as Stem con 
lends It was ttniy after the period 1X28 to 
1X14 I e. alter Lord William Benlinck. that 
social relatioris in India were iransloiiiied 
due lo Ihe invigorated thrusts ol British 
capital in India This in turn was lacililaled 
by the 'modernisation' in transport and 
hanising Until 1828 the Indian countryside 
still consisted of thousands of communities 
whose historical development provided each 
with characteristics that were not unique, 
but III their detailed and v/reer/ri li>nii\ did 
not extend beyond nurrow Unales In 
addition, there wus a consi iuusnew of plaie 
that was marked in several signifuani 
ways (Stem, p SI (emphasis added) 
Clearly the imperial dynasties ol pre-British 
India did not make much hcadwav in 
“deconstructing the local socio-ecologic 
space" as the British raj wcic to accomplish 
later. 

17 See The Indian Liii/nrv, Vol IV, C hapiei 
VII. p 204-41 

IK That the district was a product ol a cen 
tralised state apparatus is best exemplitied 
in the following description ol the British 
administration set up “the ssstein ol 
admimstraiion in both legulation and non- 
regulation provinces is based on the 
repealed sub division ol lei riiors, each ad 
ministraiive areas being m the res|X)nsibiliis 
bl an official who is subordinate to ihe 
olficer next in rank above him'' Ihe Indian 
I in/hre, Adininisiralion. \ol IV, p 48 
< learly the ecological boundaries ol 
erstwhile local sell-governmeiiis did noi 
'' have any significance in the orgaiiisaiion ol 
adininislrativc lerriiciry unless ihev 
happened lo ctnncide with the adminisira 
lion space Ihe eicnienis ol the admmisira 
non space were the revenue sielding estates 
or lands held by the /amindars or runs oi 
a lambaidar and lun 'local comniiiiiiiies' oi 
the 'ecoloihc'al space' occupied bv these 
c'ommiiniiies 

19 See lor a desciiption ol this top down 
survey method. Ihe Indian I in/iin'. \ol l\. 
Chapter W, pp 481 51T 

20 See The Indian tin/iiit'. ( hapiei VII rv 211 

21 See Baden Powell's loresi Ian |I89.11 Xs 

Baden I’ovvell states, “ai Inst, lor some 
sears, the government iiHvk no nolice ol the 
waste, which adjoined alieadv oceiiined 
estates K'ople seized on it and encroached 
and settled on it as thev pleased 
(iraduallx the govcinmeni realised the value 
of wastelands and rules be.ean to be made 
for their disposal bv lease oi sale lo the 
intending cnilivaior Idled bv 

W A fioidon. I9X'. p 1221 

22 I'Or a detailed discussion on Ihe iiaiiire ol 
dillereni categories cd lores! lands created 
b\ Ihe Indian loresi .Vt, see Damodaraii 
119901 

2J The Indian l-orcst Act ol IX7K and 192':' did 
not recognise ans righis. concessions oi 
privileges for any commiiiiiiv Kigh's weie 
individually seilled bv the loresi selilenieni 


olficer. Siiiiilarly concessions or privileges 
were granted lo an individual and nol to a 
community. Clearlv it was not Ihe intention 
ol the British stale to recognise Ihe iradi- 
iioiial IcK'al conimuniiies cu their collective 
rights 

24 The resoluiion ol lord Mayo was originally 
aimed ai developing a scTI-govcrnineni ot 
the local people lo ensure more elleclive 
local interest in supervision management ot 
tiinds devoted to eduvalion, saniiation, 
medtc'ine. charttv and local public wcvrks 
Mayo and Kipon are credited with the for¬ 
mation ol inunicipalilics in Indian cities 
ISee Ihe Indian tiiipire, Vol IV, 
( hapiei l.\| 

2' Strickland, op cit (p 165) 

26 Ibid (p -164) 

27 In 1914, the British government in India lor 
mulatcd a sanilary policy Similarly a 
Central Advistvry Board of Ldiicalion was 
set up the British colonial slate lo ensure 
that modern education was provided to the 
villagers in India in the appropriate media 
of instruction All these initiatives were 
aimed at standardising health, sanitation 
and education in order lo overcome the 
squalor and dullness' of village lite on 
account of 'their non-contact with the out¬ 
side world' |see Blum (ed). 1938. p 257) 

28 The relcrcnce is to Article 40 of the Con 
siiiulion ol India 

29 The constiiution ol community devcTop- 
menl block lor integrated ruial development 
was Ihe ollshoot ol the agricultural based 
development strategy ol the I irsi l ive Year 
Plan The concept of 'block' was reccsin- 
mended by the Balwantrai Mehta Committee 

10 I or example one ol Ihe observations ol Ihe 
Balwanirai Mehta Committee on pan- 
chayais were as lollows We do not relusc 

10 contemplate the possihtliiies ol charging 

these bodies with certain other lunciions 
such as the maintenance and development 
ol small loresis. " But the commiiiee pro 
cceded lo add, “only alter the government 
are salislied lhal these bodies are luiiclion 
mg as ellicient democratic insiiiutions 
should ihev considei the iiaiislereiice to 
ihem ol some ot all ol these extra dunes 
and responsibilities |ciled bv 

Kamachandran. I9XX{ 

11 Ihe additional lunciions vvInch devolved on 
Ihe Panchayal Kaj institutions in the conn 
tty Hollowing the recommendations ol the 
Balwantrai Mehia ( ommiilee) included 
dc-vcTopmciii ol agnculiiiie. impiovemeni ol 
agricuhuial piaclices. minor iiiigation 
wcviks, animal hiisbandrv and disasiei 
maiiagernciii 

12 11 IS well recognised I hat Ihe spread ol the 
high yielding varieties in India under Ihe 
< iiecn Revohilioii has been uneven both 
legionallv ,tnd sociallv 

11 See loclha 1198^ and I99()| 

14 -Xi least the aiilhot is nol .Jvvarc ol any such 
case I sen the much-talked about Araheii 
example in XXesi Bengal where the 
olticiallv - consiittiled loresi proieciion 
commiiiees are considered lo have played 
an active role in the natural regeneration ot 
sal loresis, this was due to the line exten¬ 
sion etioils ol the Slate loresi department 
and due lo mans economic incentives ol- 
Icred to the user population, notably right 
ol Ihe user comiminilv to sell minor loicsi 
picvducc 

Ik See C h.mdi Prasad Bhall (p I II) in 
National Wastelands Oevelopment Board 
11990) and Ajil Bhaiiacharva 1988 pp 17-30 
Icvi detailed descriptions c)1 these grassriHVis 
environmental movements 
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Movements, Intellectuals and the State 

Social Policy in Nation-Building 

I) I. Shoth 

U is primarily through its social, economic and cultural policies that the state seeks to achieve a degree of con- 
gruity with the society. This it does by striving to create a 'national' society out of a conglomeration of cultural 
pluralities. A study df the process by which the state in third world countries seeks to achieve the goal of creating 
a 'national' society. 


SCK'IAL policy, unlike economic policies ot 
the stale, is rarely formulated in such clear 
teims as would concretise goals or ‘targets' 
which the policy seeks achieve; nor does 
It always specify the instrumentalities re¬ 
quired for Its implementation. Instead, it 
relies heavily on the prevailing climate of 
opinion among the intelligentsia and works 
through piecemeal legislation which is aimed 
in the direction of goals which a modern 
polity sets for the society, usually through 
an enacted Constitution. It is thus primari¬ 
ly through Its social, as also the economic 
and cultural policies that the state seeks to 
achieve a degree of congruity with the socie 
t>. l or this. It strives to create a ‘national’ 
society out of a conglomeration of cultural 
pluralities. 1 his homogenising tendency 
through which the stale seeks a cultural basis 
lor Its rule, is intrinsic to all modern states 
In a plural, multi-ethnic society such a 
cultural basis does not become available to 
It unless It succeeds in iranscciuhng ihc 
prevailing pluralities and creates for itself a 
political culture of citi?cnship, universalises 
formal education and opens up the oppor¬ 
tunity structure by equalising life-chaiices ot 
individuals in the society ' 

I 

The state in many third world countries 
IS beset with lormidabic problems in achiev¬ 
ing Its goal of creating a ‘national' society 
Working under historical conditions radical 
ly diflerent Irom those which gave rise to the 
modern state in western Europe, these coun¬ 
tries tend to find shorici and what appear 
to them easier cciurse of nalion-building, 
namely, ol continuous state intervention lot 
creating a 'national' society. For achieving 
this goal the state in these societies often 
aligns Itself with one or the other (usually 
the dominant) cultural-religious identity 
prevailing in the society. In doing so, the 
state acquires cither a theocratic or a 
majoritarian-cultural character, the latter il 
the epitome of national identity chosen by 
It IS a dominant language (e g, Sinhala iii 
Sn Lanka) or the culture of a dominant 
region (e g, Punjab in F*akisian) or the 
religion of a majority community (e g, Islam 
in Bangladesh) The former tendency asserts 
Itself when the political authority of the state 
is not allowed to differentiate itscll from the 
priestly authority ot the dominant religion 
and, in fact, is held dependent on it for its 
legitimacy (e g, the Iranian state after'the 
Islamic revolution). A state aligned to either 
can be sustained only by subjugating, even 
disenfranchising, the cultural minorities 


however they ni.ly bi detined m religious, 
linguistic or ethiiis leims 

There is, iliiis, a dissonance between the 
political entity called the modern stale whose 
primary selt-delmiiiori is of a major agent 
of change seeking lo bring about a homo¬ 
geneous ‘naiionar society as well as 
technologically induced economic growth 
and the prevailing cultural diversities in the 
society which lend noi to concede such a role 
too easily to the state. It is to overcome this 
predicament that the state and the predomi¬ 
nant social elites in these societies engage 
themselves in the project of creating and sus¬ 
taining a supra-cultiiral entity called the 
nation, ollen by activating the principle of 
majority ethnicism as' a basis for nation¬ 
hood. The cultural pluralities, then, begin 
lo be viewed in numerical terms and, as such, 
arc perceived as ‘minorities’. They are sought 
to be pacified, contained, held, subjugated 
or ‘transformed’, through the symbolism ol 
the majoritanan culture which the state ilsell 
otten articulates through us social and 
cultural policies (A case in point is the state 
ot Malaysia ) 

In many a third world society the modern 
slate IS not an oiganic outgrowth of the pro- 
ccs-,cs of the making of a national, civil 
society, but a political contrivance which 
having come about by a quirk ol history 
engages itself in creating a national society 
lor Its survival and legitimacy. It, then, seeks 
to reproduce conditions for such legitimacy 
in the image of the European nation-state, 
111 a society in which it lacks an organic 
basis.’ Such a slate, obviously docs not 
coniine us power only to penal matters but 
evtends it to redenning social codes, through 
w Inch It seeks to establish cult ural hegemony 
over the pluralities and almost total authori¬ 
ty over the society as a whole. Like any 
niodetn state, it regulates the economy, 
determines the contents and modes of im¬ 
parting education, seeks to transform inter¬ 
personal and social relations among its 
members- but all this is mediated through 
the cultural symbolism ol the ethnic majori¬ 
ty ' Buttressed by the need to create ter¬ 
ritorial solidarity among us people, these ac- 
lis Hies of the state are intended lo create and 
maintain the ‘nation’, with which the per¬ 
sisting pluralities have to come to terms. In 
the process, ‘naiion-building’, rather than 
building ol u civil society which tames the 
absolute power ol the state, becomes a 
primary task ol the stale and a major pre¬ 
occupation ol the predominant social elites 
in these societies. The cultural basts which 
the state seeks (or Us rule in the society 


through such a process of ‘nalion-building’, 
however, remains tenuous and this general¬ 
ly ends up in support to authoritarian 
regimes. 

The project of 'nalion-building'. however, 
works differently in tho.se multi-ethnic 
societies of the third world in which the state 
has to rely on the institutions of a liberal, 
representative democracy for accomplishing 
the project (e g, in India). Nalion-building 
becomes far too complex a project for these 
societies. Even if aided by the social elites, 
the state in a liberal democracy cannot pur¬ 
sue this goal unilaterally. The state is often 
the primary but not the only agency engag¬ 
ed in the process of nation-building. Active 
in this process are also a variety of political 
and social movements working for the ex¬ 
pansion ol civil and democratic rights for 
different groups of citirens. Being a part of 
the modern sector and engaged in the pro¬ 
cesses of social transformaion they too are, 
m their own way, involved in nation¬ 
building. Their emphasis, however, is on sub¬ 
jecting the state to the forces within the civil 
society. Il is through these and other non- 
state agencies that in a liberal democracy, 
plurality asserts itself against the monolith 
of the state.More specifically, the forces 
generated by democratic politics prevent the 
state from choosing a single cultural identi¬ 
ty, even majoritanan, as the basis of 
nationhood. Thus, the project of nation- 
building in a democratic polity becomes in¬ 
separable from the building of a civil 
society.' The primary contribution for this 
IS made by social and political movements. 

The movements owe their existence to the 
tact that an effective assertion of rights.of 
all kinds, including cultural rights, is 
prevented by the prevailing inequalities 
within the stKial structure and, just as often, 
even by the democratic stale which tends to 
act in favour of a siaius quo in the social 
realm. It is in this sense that the movements 
play a crucial role in formulation of the 
social and cultural policies of the state, while 
operating Irom within the spaces available 
to them in the civil society. 

The stale and the movements, however, 
often do not work in tandem. On the con¬ 
trary, through political and social mobilisa¬ 
tion ot populations, often on issues of rights, 
the movements seek lo compel the state— 
which IS guided primarily by the reason of 
governance rather than ol transformation— 
to adopt policies and enact legislation which, 
left to Itscll, IS not inclined to pursue. The 
social elites, by and large, tend to support 
the state in maintaining the status quo. 
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esiMcwUy when specinV ineaf>ure% of social 
iransforinatiofl contcmplaied by (he stacc or 
demanded by popular movcmenis are 
perceived by (hem as a (hrea( (o (heir own 
power and privilege. Since (he siaie heavily 
depends on them for (he 'sofiware' supply 
of legidmaiion, i( (ends (o ignore the 
demands made by (he popular movcmenis 
in favour of accommodaiing seciional in- 
lercsis of (he dues boih in ihe tormulaiion 
and implemcntadon of social policies. 

ii is in ihis coniexi (hai (he inielleciuals, 
by differcniiaiing themselves from the larger 
sodal eliic, can perform an independent role, 
i e, of mediaiing between (he stale and the 
popular movements. The mediating role is 
two-fold. On the one hand it consists in 
formulating the needs and demands ol 
divergent groups, often articulated by the 
movements, in the shape of larger issues of 
policy. On the other, it pertains to using (heir 
position, privileged by the society, in defen¬ 
ding the civil and democratic rights of the 
people, particularly of movemcni-acdvisis 
when they resist (he strong-arm methods 
used by the state for putting down demo¬ 
cratic expressions of their demands, if, 
however, the intellectuals remain as an un¬ 
differentiated part of the larger social clue 
primarily interested in defending their power 
and privilege in the society and thus favour 
the status quo, (he movements tend to 
acquire virulent, even violent forms. In the 
absence of any mediating mechanisms the 
movements, then, move out ot the original 
frame of issues through progressive escala¬ 
tion of their demands In such a siiuaiion. 
variegated forms of movements begin to 
strain (he very fabric of liberal democracy 
and render it incapable of processing issues 
in any rational-political frame of policies 
When this happens the state is overtaken b\ 
a severe political crisis, in coping with which 
it begins to lose, raiher rapidls, its 
democratic character. It now responds to the 
crisis by relying more and more on its 
coercive power The intellectuals, unwilling 
to perform their independent role, in effect 
remain aligned with the state and busy 
themselves with producing 'good reasons' 
for suiii use ol violence; they legitimise the 
violence of the state in the name of political 
‘stability'and ‘national unitv' The popular 
movements, on the other hand, move fur¬ 
ther away from the arena of dcmixraiic 
politics into that ot 'direct action', both 
against the state as well as against gioups 
in Ihe soaety on whose behalf the state often 
uses its coercive power and for which the in¬ 
tellectuals supply the terms of justification. 

Thus vieswed, social policies, if formulated 
and implemented through the democratic 
process in which the intellectuals and other 
opinion-makers perform an autonomous 
role of mediation in favour of preserving 
norms of the democratic system, serve as an 
effective instrument for the state in achiev¬ 
ing its goal ot 'naiion-building' and lor the 
movements in expanding the frontiers ol 
civil society In the process, the 'natioiur 
and the ‘ctsil* get reconciled in a durablc 
framework ol social and cultural politics 


The separate logics of governance and 
transformation are then held together by the 
dynamism ol such a policy process, keeping 
both (he state and the movements on (he 
democratic course of political and social 
change. 

Social policy evolved through a demo¬ 
cratic political process works simultaneously 
as a pace-setter for social change and as an 
insirumeniality to consolidate and institu- 
iionalise changes that have already occur¬ 
red in (he society. It works simultaneously 
Irom the supply and demand ends, both 
being mediated through a complex system 
of communication and mobilisation loops 
operating in open and competitive politics. 
Through these the needs of different groups 
in a plural .society are politically processed 
into demands and the demands get con¬ 
verted into Icgal/convtitutional rights of 
people. On the other hand, both the 
agencies—the state and the movements— 
generate change-demands in the society, the 
former primarily through legislation but the 
latter more etfectively through the media 
and social action ol activist groups By 
mobilising public opinion on various issues, 
the movements create tljc climate and con¬ 
ditions for change even when the society as 
a whole may not be prepared for such a 
change In the process, Ihe cultural plurality 
b> which the society is characterised begins 
to be mediated, il not obliterated, through 
organised polnics in which there surfaces a 
new layer ol identity of people as cilii'ens 

II 

1 he ongoing process ot modernisation at 
wiirk in the sociciy is aided b> the stale bin 
olicn resisied by ihe movcmenis As an 
agones ol modernisation, the slate devises 
economic policies which, by transforming 
the economy, allow the stale to penetrate 
deeply into the sCK'icty By emphasising and 
legally recognising the contractual basts of 
interpersonal and iniergroup relationships, 
the slate through various legislations and 
using the jurisprudence evolved by the courts 
of law also seeks to reformulate social codes 
ol behaviour obtaining in the society. Fur¬ 
ther, Us membership being involuntary, the 
state subordinates the social codes follow¬ 
ed by different communities to the penal and 
economic codes which it expressly devises 
lor Its members and makes them universal¬ 
ly applicable to them all. Whenever social 
codes of communities are seen by Ihe stale 
as 'repugnant' to the (secular) spirit of the 
penal and economic codes the former arc 
disregarded, even suppressed by it. Thus, by 
reducing the social/cultural codes to criminal 
and economic codes, accompanied by other 
processes of modernisation which are at 
work in the society, it succeeds in detaching 
economic relations from the diverse socio¬ 
cultural matrices in which the economy re¬ 
mained embedded- 1 his is how the modern 
state acquires a putative social base for 
vtcaling and sustaining new economic opera¬ 
tions m Ihe stH'iciy as a whole. This, among 
other things, gives rise to Ihe national 
economy and national market through 


which the stale diaws the society nearer to 
it and proceeds to penetrate into the diverse 
modes of existence lived by socio-cultural 
pluralities. As a consequence, the pluralities 
find it increasingly difficult to control or 
regulate the growing and much differentiated 
arena of economic relations among its 
members. 

This activity of the state is embodied 
generally m its economic policies but more 
particularly in its various programmes and 
projects of ‘development'. These seek to 
destroy the diverse subsistence economies 
prevalent in Ihe society, albeit with a view 
to integrating them alli,inio the growing na¬ 
tional economy and market. Developmen¬ 
tal policies also threaten the pluralities and 
their very survival as communities. More 
often, the implementation of development 
programmes results in undermining even the 
legal-constitutional rights of the affected 
populations; they do not just uproot and 
displace them but cut the people oft from 
the very sources of their livelihood. 

The movements resist such encroachments 
by the state on the economic and socio¬ 
cultural spaces occupied by diverse com¬ 
munities They mobilise the populations 
adversely affected by such policies of the 
state But, in doing that they often emphasise 
such issues as rehabilitation and compensa¬ 
tion for the alfected populations, and of 
prices and wages for the groups affected by 
the market or by specific economic policies 
ol Ihe state. Fven as they assert the cultural 
rights of the jseoplc to survive as com¬ 
munities, the kind of consciousness the 
movements raise among the people on these 
issues and ihe forms of organisation they 
dc'visc are more attuned to articulating and 
sevurmg their rights generally as citizens and 
more particularly as economic groups of 
producers and consumers. The slate, on its 
part, IS often agreeable to deal with such 
demands made on it but it is singularly ill- 
cquippcd to deal with ditfused assertions of 
communiiies as scKio-cultural entities. 

The politics of mobilisation pursued by 
Ihe movements, often outside the arena of 
elections and parties, is essentially about 
protecting and promoting the rights of peo¬ 
ple vis-a-vi.s the state and only rarely about 
crcaiiiig lor them alternative conditions of 
lilc, away Irom the stale. Such a politics of 
rights seeks to pull the state nearer to the 
siK'ieiy, just as the state through its economic 
and development policies seeks to draw (he 
society nearer to it. In this tug-of-war bet¬ 
ween the state and the movements, Ihe 
former, like its predecessor the colonial state, 
locates Itself away and above the society and 
seeks to superordinate il. The movements, 
on the other hand, through asserting (he 
political and economic rights of pluralities, 
often couched in cultural terms, seek to 
decentre the state and to bring it down 
within the cisil society. In this way, the 
movements not only act as buffers mitiga¬ 
ting (he severe impacts of modernisation and 
development on the society, t hey also shape 
the drscourse on social transformation in 
which identity of the people gets increasingly 
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expressed in lerms of itieir rights as citizens 
and prodacers/consumers. They do em¬ 
phasise cultural rights of the people in 
general, but find it increasingly difficult to 
articulate these as those belonging to 
inviolable cultural entities. 

Thus, with the expansion of the national 
economy and market, but in-^onjunction 
with the growth of democratic politics, the 
identity of a citizen gets expanded to include 
another trans-cultural dimension, that of a 
consumer and a producer. When this iden¬ 
tity of an individual as citizen and a 
consumer-producer acquires political 
salience and a new cultural meaning vis-a- 
vis other identities, the society becomes 
‘manageable' for the state and the state more 
pliable for the society. The language of 
governance as well as of rights is then sub¬ 
jected to a common grammar which codifies 
a member of the laiion-state primarily as 
a citizen and a producer-consumer. Once 
formed, such an identity in its dealings with 
the state does not have to depend on media¬ 
tion of other socio-cultural identities. For 
achieving its political and economic ends. 
It relies more and more on mechanisms of 
democratic politics; elections, political 
parties, trade unions and pressure groups. 
In a fulfledged democracy, other identities 
of individuals and groups indeed survive, 
may even thrive. But they remain culturally 
expressive and cease to be politically salient 
or instrumental. In the process, the state 
becomes a national slate and the society a 
civil society. 

Such a dialectic of social transformation 
between the state and the movements is 
evolved through the process of democratisa- 
tion which also regulates other processes of 
change in the society such as modernisation 
and economic development. It, however, gets 
impaired or becomes lopsided—either in 
favour of the state or the movements—when 
the institutions of the formal democracy are 
subvened by the state acting under the in¬ 
fluence of the entrenched social elites or are 
over-powered by the populism of move¬ 
ments. In such a situation, a sizeable cultural 
community (religious or linguistic) either 
with a territorial base, or one without a 
territorial base but with a historical memory 
of having a separate past seeks to disengage 
itself from the movement of rights. It then 
throws up its own leadership, organisation 
and issues which aniculate demands of such 
a community in terms of a 'nationality' 
espousing political autonomy or even a state- 
form of its own. And, the means to pursue 
these goals remain no longer confined to 
normal democratic politics of elections, 
parties, trade unions and pressure groups; 
it takes recourse to such means as insuigency 
and terrorism. Rather than assert its rights 
as a ‘minority* wanting a share in political 
power and economic opportunities within 
the national society, the community now 
asserts for itself the putative identity of a 
'nation' existing within an ‘alien* state. The 
moot question is whether such a tendency 
is inherent in all territorially based or 
numerkaily substantia) pluralities which 


once codived with a numerically dominant 
community in a civilisational society but arc 
now subject to the governance of a nation¬ 
state; or, it appears only when the 
democratic politics in the nation-state is 
undermined by the state or by the move¬ 
ments, or by both. The recent history of 
ethnic conflicts in south Asian countries sug¬ 
gests greater plausibility for the latter pro¬ 
position, namely, that it surfaces with the 
weakening of the democratic system of 
governance or its rejection by the entrench¬ 
ed social elites in favour of an authoritarian 
regime. This is where the role of the intellec¬ 
tual elite and the media lies: in sustaining 
a healthy democratic discourse on the role 
of social policy in nation-building. 

Ill 

Any action in the arena of social policy 
initiated either by the state or by the 
movements can be sustained and institu¬ 
tionalised only if that action finds or creates 
spaces within the civil society through the 
mediation of social activists and the intellec¬ 
tuals. Only then can certain issues get on the 
country’s agenda. Witness the fate of issues 
like the ‘right to work' which have so far fail¬ 
ed to find a basis in the larger sphere of the 
movements or in the social thinking of intel¬ 
lectuals. The role of the intellectuals, and of 
social activists, lies in creating a new clite- 
consciousness on the issues, a climate of opi¬ 
nion favourable for structural transforma¬ 
tion of the society. Such a role is based on 
the assumption that while addressing the 
issues of transformation, the intellectuals 
and the activists transcend the sectional and 
short-term interests of the wider class of 
elites to which they belong. This is a difficult 
but not an impossible assumption to make 
at certain moments in history. After all, 
legislations pertaining to the removal of un- 
touchability, or the Hindu Code Bill did find 
such support. It is by committing themselves 
to such issues that small secti'ons of intellec¬ 
tuals in India have aligned themselves with 
populai movements in recent years. 

However, large sections of the intellectual 
elite today view their role differently. They 
seem to want to align increasingly with the 
state. This renewed commitment to the state 
it seems, is a peculiar elite response to cope 
with the threat the changes at the base of 
the polity have posed for them. Firstly, the 
masses themselves have become highly 
politicised and want to influence the terms 
of political discourse on issues directly af¬ 
fecting their lives and life-chances. Con¬ 
sequently, the legitimation demands on the 
Indian state are being made increasingly in 
terms of equity, justice, cultural identity and 
dignity by religious minorities as well as by 
the populous groups of the historically 
deprived and marginalised sections of the 
majority community. Such demands are 
perceived by the elites as threatening 
‘national unity’, which is often equated by 
them wkh regime-stability. More important¬ 
ly, the politicised masses seeking to influence 
the terms of political discourse also threaten 
the established role of the ruling elite as the 


norm-setters and pace-setters of modernisa¬ 
tion and change, by the very performance 
of which role the elites have acquired new 
power and privilege in the society. Thirdly, 
the pressure for these demands is being 
exercised on the state through the power of 
numbers that the newly politicised groups 
can command and mobilise. To counter the 
weight of numbers, a large section of the 
intelligentsia have come up with the 
stratagem of appropriating the entire 
discourse on social policy in favour of their 
sectional interest, obviously in the know¬ 
ledge that the state relies almost exclusively 
on the terms of discourse set by them. The 
state on its part finds it difficult to accom¬ 
modate these new demands without distur¬ 
bing its equation with elite power. The result 
is that formation—and implementation— 
of policies by the state has yet not found 
roots in wider democratic politics; it takes 
place within the narrow arena of elite 
politics. Consequently, the contents of the 
social and economic policies today are being 
derived from the terms supplied by the 
political discourse among the ruling elites, 
often in utter disregard of electoral mandates 
they receive on policy issues. 

A quick look at the changed nature of 
elite discourse today, on issues like 
secularism-nationalism and on poverty and 
social backwardness, proffered by a small 
but powerful section of the elites and ac¬ 
cepted by the policy-makers should illustrate 
my point about the growing distance bet¬ 
ween state policies and the aspirations of the 
masses. 

The idea that India is a mosaic of 
pluralities of religions and cultures, and the 
notion that secularism consists in the state 
mainuining a position of equidistance from 
them all had evolved during the struggle for 
independence. In the Constitution of in¬ 
dependent India these ideas were expressed 
through extending cultural rights to 
minorities as fundamental rights. These were 
meant to secure the interests and identity of 
minorities in the changed balance of power 
after independence. Similarly, based on the 
principles of equality of all before law and 
of non-discrimination of all citizens on such 
grounds as caste, religion, race or gender 
both in matters of access to public resources 
and opportunities in public employment, the 
state was expected to formulate policies for 
the protection of the socially vulnerable 
groups ‘from traditional forms of exploita¬ 
tion and oppression’ so that they could par¬ 
ticipate, on an equal footing with others, in 
the nation’s political and economic life. 
Accordingly, the Constitution even made a 
seeming exception to the principle of equal 
opportunities for all through making special 
provisions of reverse discrimination in 
favour of certain castes and tribes as well 
as what are described in the Constitution as 
the “socially and educationally backward 
classes’’. This was not considered to be an 
exception to the rule but a policy measure 
in the very direction of achieving equality 
in a situation of structural inequalities and 
discriminations accumulated over centuries. 
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Embodied in ihe tndtan approach lo 
«eculariim was a ceriam concept of nation¬ 
building. Nation-building was viewed as a 
process of social transformation through 
which the pluralities were to be inducted into 
a democratic process ol open and com¬ 
petitive politics. The fact of their being sub¬ 
jected to democratic norms, it was belies- 
ed, would evolve new, civic equations among 
Ihe pluralities, and between them and the 
state. Thus, the granting of political 
freedoms by the Constitution lo all citizens 
and associative groups in the society was 
seen as contributing to the process of nation¬ 
building in which the 'nation' was conceiv¬ 
ed in terms of the growth of a political com¬ 
munity comprising all Indian citizens. But 
it was also a community in which the con¬ 
stituent groups maintained their cultural 
distinctiveness and identities. Briefly, the 
concepts of social equality and political 
democracy were integral to the constitution- 
makers’ idea of nation-building. 

These conceptions of secularism and 
nation-building are now being challenged 
and redefined in more aggressive terms both 
by the ultra-secularists and Hindu na¬ 
tionalists. The Hindu nationalists link 
secularism with majoritarian ethnic na¬ 
tionalism and, in the process, delink it from 
the idea of equality of individuals and 
groups in public life. The result is that the 
old concept of national integration is 
divested of its democratic and egalitarian 
content and is infused with a strong mis¬ 
sionary zeal of unitary nationalism. In the 
Indian context, such a concept is ahistoncal. 
It legitimises majority communalism in the 
name of nationalism. As such, it cannot 
serve as the basis for a functioning modern 
state in a multi-ethnic society, for it tends 
to politically marginalise the minorities, and 
prevent them from participating in the 
mainstream of national life. 

The ultra-secularists, on the other hand, 
seem to be drifting away from the values of 
a pluralist democracy and use a notion of 
secularism which is hostile to the preserva¬ 
tion and promotion of cultural rights and 
identities ot the peoples and rejects the in¬ 
vocation of such rights and identities as a 
legitimate pursuit of interests in politics. In 
my view, both undermine the claims of 
citizenship of those deprived and disadvan¬ 
taged either by tradition or by the market, 
as well as of those minority groups asser¬ 
ting political equality but arc keen to main¬ 
tain their cultural identities in the process. 

The old understanding, embedded as it 
was in the values of democracy and 
egalitarianism, viewed nation-building as a 
process of creating a political community 
through equalising life chances ot the 
historically segregated and isolated com¬ 
munities, as well as religious minorities. In 
other words, national integration wa.s viesved 
as a process of inducting diverse com¬ 
munities in the national mainstream not 
only through the expansion of citizenship 
rights to all but through providing special 
protection to the socially vulnerable sections 
of the society so that they could exemiseiheir 


political rights effectively with others. State 
policy was to limit itself to making provi¬ 
sions for protection and safeguards for the 
hitherto deprived and ‘excluded’ popula¬ 
tions, while allowing the natural growth of 
secular forces in Ihe society through the ex¬ 
pansion of the national economy, the 
market, and of competitive politics. In con¬ 
trast, the new elite understanding looks upon 
any kind of protection measures or safe¬ 
guards, either for the minorities or for Ihe 
socially vulnerable gtoups, as hurdles to the 
'secular process’ of nation-building. The 
conception of nationhood implied in such 
an understanding is of a unitary and ver- 
tically integrated national society. Two ap¬ 
parently contradictory principles seem to 
compete here for achieving the common goal 
of cultural homogenisation of the Indian 
society. For achieving this, one strand relies 
on Ihe principle of Hindutva and the other 
on modernisation based on the principle of 
ultra-secularism which rejects cultural and 
religious plurality. 

These two new versions of the ideology 
of nationalism are beginning to obscure the 
relationship between the state and the 
minorities and also obfuscate the status of 
religious freedoms and cultural rights 
guaranteed by our Constitution. The cor¬ 
ollary of these emergent concepts of na¬ 
tionalism is the change in elite perception 
on the issue of federalism. The issue is being 
couched increasingly in terms of unity and 
integrity of India, rather than in concrete 
political-administrative terms whereby the 
problem can be stated as one of evolving a 
just and viable division of powers between 
the centre and the states and devolution of 
power below the state level, whereby ad¬ 
ministration gets closer to the people, and 
development programmes acquire greater 
participation and accountability. The issue 
rarely deals with the problem of managing 
for the polity the emerging social and 
economic contradictions arising from rapid 
change. It seems, the entire debate about a 
decentralised structure of political and 
economic power preventing an overload of 
political problems at the centre is now being 
converted to the single issue of fighting cen¬ 
trifugal forces for maintaining ‘national 
unity’. 

‘Poverty’ and 'backwardness' are two 
other concepts which arc sought to be 
redefined in the emergent elite discourse. 
Poverty is being increasingly seen as the poor 
people's own failure to create wealth and 
'backwardness' has become purely an 
economic phenomenon. In other words, 
both the issues are sought to be dissociated 
from their structural moorings, the political 
and social contexts. It is forgotten in the pro¬ 
cess that in India social backwardness is not 
merely a function of low economic status 
but. often, that low economic status is the 
result of social stagnation to which certain 
groups in the society have been subjected for 
centuries. Conversely, poverty in India is, in 
a large part, a sy.slcmic characteristic of 
groups, a consequence of their social 
backwardness and not its primary cause. The 


source ol back wanlnets u the unjust and in¬ 
iquitous status system which has, for long, 
systematically prevented the ritually low- 
ranking caste-groups from acquiring any 
significant role in systems of knowledge, 
political power and in Ihe economy. In such 
a society, when subjected to a rapid process 
of change ..through modernisation and 
development, the benefils of change natural¬ 
ly accrue; greatly disproportionately, to those 
groups who can seize such benefi^, thanks 
to their advantageous structural locations in 
Ihe antecedent social system. Contrarywise, 
those groups for whom access to knowledge 
and political power was restricted or denied 
in the antecedent system, not only get dis- 
advaniageously placed in the new set-up but 
become more vulnerable than before. In ef¬ 
fect, a full and positive impact of the forces 
of change, especially of modernisation and 
development, is not felt by the society as 
whole. The situation becomes worse where 
the social structure remains by and large un¬ 
changed but is opened to receiving cultural 
and economic impacts entailed by these pro¬ 
cesses of change. Thus, poverty has a 
predominant social content and cannot be 
problematised in pure economic terms. Its 
alleviation is integrally linked to a process 
of social transformation. Reducing the 
discourse on poverty and backwardness to 
pure economic terms, as is sought to be done 
by a section of our intellectual elite today, 
amounts to intensifying economic disparities 
along the lines of traditional social 
hierarchies. 

In this discourse, fabricated by a domi¬ 
nant section ol the intelligentsia (often refer¬ 
red to as 'privilegentsia' by movement- 
activists) and endorsed by the state, the idea 
of a 'general' or a 'national' good has 
become the euphemism for serving elite- 
interests. At least this is how it appears to 
the politicised mas.ses struggling for rights. 
The situation is accentuated by the fact that 
political parties have abandoned their role 
in shaping the discourse on social policy, a 
role they are required to play to deal with 
the demands emerging from their respective 
support bases. This function is now being 
increasingly performed by the movements at 
the grassroots. But being dispersed, the 
movements fail to aggregate the political 
demands of their constituencies at the na¬ 
tional level. The result is that a section of 
the elite, aligned with the state—the state re¬ 
mains dependent on them for its legitima¬ 
tion needs—but aloof from political parties 
and other mediating structures, are now 
wielding influence vis-a-vis the state which 
is out of proportion to their size and authori¬ 
ty in the society. They no longer 'represent', 
even symbolically, the popular will or aspira¬ 
tions of masses, a.s they were probably 'seen' 
as doing at the time of independence. The 
state, on the other hand, continues to suf¬ 
fer legitimation losses in the wider public 
arena, even as it remains tied to the rootless 
elite for their role as opinion-makers on all 
issues involving formulation and/or imple¬ 
mentation of social policy. The state’s own 
autonomy having been denuded in the pio- 
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ce$s..it functions as an institution under the 
control of such elites (the intellectuals, the 
media, the business) who are not accoun- 
(able either eleciorally to the people, or 
institutionally to the state. In short, the 
authority of the state has been undermined 
by elite power, while its legitimacy is being 
eroded in the eyes of the wider public. 

IV 

The subordination of state authority to 
elite power has, more than ever before, made 
tne Indian state status Quoist in the social 
realm. In fact, the slate in India has always 
been overly sensitive with regard to initialing 
action for social transformation. In Indian 
history, regimes have been upstaged more 
often because they took policy measures 
which affected hierarchical equations among 
groups or established social practices than 
because of poor economic conditions or 
deprivation becoming intolerable for the 
masses. Events as wide apart in time and in 
character as the so-called Indian Mutiny ol 
1857 (use of pork fat on cartridges) and 
ruthless family planning during the 
Emergency (1975-77) which “turned the 
worm” probably haunt the ruling elite, even 
if they may be theoretically convinced of a 
need for translormative action by the slate 
For the same reason, it seems, the slate is 
willing to compromise its autonomy and sur¬ 
render the discourse on social transforma¬ 
tion to the elite defending the status quo on 
such issues as a uniform civil code, the role 
of the Epgiish language, compulsory 
primary education and education policy in 
general, the mandir-masjid dispute and now 
status quo ante on the implementation ol 
the Mandal Commission Report It would 
rather surrender its authority to elite power 
than push through policy measures which 
are consistent with the goals the polity has 
set for itself through its Constttution and 
about which there exists popular support at 
the ground level. It does so m the fear that 
such measures may invite the wrath of the 
elite on whom it has become dependent for 
producing political justifications for its rule. 
It IS in this sense that state power today, 
often exercised in conjunction with the elites, 
acts against the forces of democratisation 
of the polity and transformation of the 
historically iniquitous social structure. 

The elite, thus, have come to perform in 
India’s liberal demociacy the dual role ol 
opinion-makers on national issues while 
serving their own sectional interests. In this 
situation, mobilisation of the masses at the 
grassroots through political and social 
movements for pressing or protesting against 
a particular policy or legislation has an im¬ 
portant role to play But a more important 
role for the movements and their activists 
would be to Join the larger politics of 
discourse on social issues and policies which 
is currently dominated by the ruling elites, 
rather than to remain confined only to 
specific struggles of their respective consti¬ 
tuencies. Their entry might produce the 
desirable differentiation, even division, in the 


prevailing largely undifferentiated elite opi¬ 
nion on social issues which by and large 
favours, supposedly for reasons of ‘political 
stability’, the status quo in the social realm. 
By bringing the aspirations of the masses to 
bear upon the high politics of national 
discourse, the movements can make the 
discourse more credible and, in the process, 
attract significant sections of intellectuals 
and other elites to their transformative agen¬ 
da. These conscientised elites then can per¬ 
form the mediating role vis-a-vis the state 
on behalf of the movements. The other, 
larger section of the elites which may be ex¬ 
pected to remain aligned with the state, but 
now ’exposed’, will then be under pressure 
to narrow the gap that exists between their 
profession and practice, i e, the rhetoric of 
social transformation and the practice of 
supporting the status quohi policies of the 
stale. 

A spill among the elite on the issues of 
social transformation will, of course, give 
rise to new fears in the society not only about 
political 'lability but also about the direc¬ 
tionality of social change—at least until the 
discourse on issues acquires a new basis in 
■he aspiratioii.s of the masses. Even so, such 
an induced split is necessary to arrest the 
present tendency where the authority of the 
state IS being undermined by elite power 
through the obfuscation of the political 
discourse on issues of social policy and 
transformation. For this to happen the 
liberal-radical and progressive elements from 
among ihe mtelleciuals must review their 
existing commitmeni to the state and the 
idea of intervenlion iii social proce.s.scs which 
IS today located in the statist frame of 
relercncc, they must increasingly articulate 
their new role from spaces within the civil 
society 

As we saw, in Ihe clue discourse of today, 
on such issues as removal of poverty and 
social backwardness, nalionalism and 
secularism, the ‘national’ often gets pitted 
against the ‘civil’; the discourse views 
transformational urges within the civil 
society as expressions of ‘subjective logics’ 
of groups; the violence of the state becomes 
the ‘objective’ necessity ol governance and 
national unity. The dissociation of the ‘civil’ 
from the ‘national’ in the elite discourse has 
not only eroded the legitimacy of the state 
but has contributed to ihe growing turmoil 
in the scKieiy. The prevalent state-elite nexus 
simply cannot contain this process The 
forms in which the turmoil is now being ex¬ 
pressed are no longer in consonance with the 
issues around which the demands were once 
articulated. (The movements in Punjab, 
Kashmir and now in Assam serve as painful 
testimony to this process.) Nor do they 
address any longer the terms of discourse 
which the elite had initially set for these 
issues To take just two bi^a^e examples, the 
issue of language in Punjab has now got 
linked up with terrorism; the ‘answer’ to 
Mandal has been sought in communal 
mobilisation both of Flindus and Muslims 
around the mandir-masjid issue. 


The policy process has thus ceased to 
operate as a mechanism which aligns 
popular demands with the transformative 
goals of the state. The result is that there is 
growing reservation in a section of the elite 
about democracy itself and new reasons are 
being produced for increasing the use of 
coercive power of the state. To break the 
vicious cycle of social turmoil and state 
violence, created by the state-elite nexus on 
the one hand and by unmediated popular 
movements on the other, the distfourse on 
social transformation needs to be rooted in 
the democratic aspirations of the masses, 
such that institutional procedures and 
policies are opened up and they become 
responsive to genuine popular demands 
articulated by the movements and mediated 
by intellectuals through democratic politics. 
Only then, can the institutions of governance 
resist raw power being exercised both by 
social groups taking advantage of their 
privileged structural locations in the society 
as well as by sheer numerical strength or 
muscle power which, together, seek to under¬ 
mine democratic norms of decision-making. 

Notes 

|ln writing this paper I have immensely 
benefited from wide ranging discussions I have 
had with my colleague Giri Oeshingkar, 
especially about the fate of cultural identities 
in ihe processes of state and nation-building. 
He would however prefer to pose the issue not 
in terms of threat to Ihe nation-state but to 
cultural identities. I am particularly grateful to 
him for his searching queries which made me 
rework on several of my crudely articulated 
formulations.) 

1 1;rnesi Gellner characterises this tendency of 
the modern state as culture striving. It is a 
striving for creating high (literate) culture 
which IS expected lo weaken all other sub¬ 
group identities and to homogenise them into 
a new cultural identity of individuals as 
nationals and citizens belonging to a national 
stale. Nations and Nationalism, Basil 
Blackwell, Oxford, England, 1983, 
pp 137-43. 

2 Fur a detailed discussion on how the pursuit 
of an ideal of the European nation-state by 
third world countries has severely distorted 
the relationship between processes of state 
formation and nation-building in these coun¬ 
tries, see my ‘State, Nation and Ethnicity: 
Experience of Third World Countries’, 
Economic and Political Weekly, March 25, 
1989, pp 619-926. 

3 For an excellent discussion of dilemmas and 
problems that the emergence of modem state 
creates, particularly in the third world 
societies, see Bhiku Parekh, ‘When Will the 
Slate Wither Away?’, Alternatives, Vol XV, 
No 3. 1990, pp 247-62. 

4 A comprehensive discussion on the state in 
a plural society can be found in, Rajni 
Kothari, ‘Ethnicity’ in his Rethinkinfi 
Development-. In Search of Humane Alter¬ 
natives, Ajania Publications, Delhi, 1988, 
pp 191-224. 

5 I have elaborated this argument in my ‘State, 
Nation and Ethnicity: Experience of Third 
World Countries’, op cit. 
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DISCUSSION 


Planning Process and Economic 
Reforms 

Deb Kumar Bose 


I WAS in two minds about responding to my 
good friend T N Srinivasan {EPW, August 
3-10 and September 14, 1991) like the 
Irishman who asked if it was a private fight 
or anybody could join in. After Ashok 
Rudra's paper (EPW, December 21. 1991) I 
feel more easy about joining. So, following 
Srinivasan, I prepared a number of 
statements gathered from his own responses 
and attempted my version of responses to 
them. 

Siaiemeni 

Planning policy followed in India since 
SOs has been provKl a failure. Time has come 
for abandoning planning as it has been prac¬ 
tised over the last four decades. 

Response: 

T N Srinivasan has encapsulated four 
decades of development in one bit. It is 
wrong to consider that a uniform planning 
process continued over the four decades in 
India. The role of the Planning Commission 
underwent sharp changes after mid-60s. 
There has been a continuous erosion of the 
authority of the Planning Commission over 
the following years. Ministerial directions 
were gradually disengaged from the policy 
formulation laid in the plan documents. The 
Planning Commission also succumbed to 
pressures from outside. In the process, 
decision-making became more dependent on 
the advice of the bureaucracy in the depart¬ 
ments. Politicians desirous of a strong cen¬ 
tral authority also fuelled ambition'< of a 
central bureaucracy, gradually developing a 
kind of nomenklatura for itself. It would be 
wrong to term what has been followed as the 
‘planning’ process for the four decades. 

In one clean sweep Srinivasan brushes 
aside the experiences over the four decades. 
By hindsight he extrapolates backward his 
prescriptions for current policies. This is a 
typical ahistorical method of analysis prefer- 
by many economists. Since economics 
is a science it should be neutral to the in¬ 
fluences of time and space, they argue. 
Hence the same prescription may be ap¬ 
plicable to different situations irrespective 
of historical circumstances. 

One needs to refresh one’s memory about 
the options open to the Indian economy 
after independence. We were advised in the 
received literature to follow the principle of 
comparative advantage of international 
trade and concentrate on sectors having ex¬ 
port potential like agriculture, textile, 
minerals, etc, and remain subservient for im¬ 
port of manufacture to the advanced 
economies. Even Indian capitalists did not 
fall for that. It may be recalled that before 
the National Plan was formulated, Indian 
industrialists had put forward their recom¬ 
mendations in what came to be known as 


Tata-Birla Plan, wherein they had suggested 
that the state take up investment in heavy 
industries and infrastructure. So it was not 
only the work of progressive intellectuals 
who formulated strategies in the Second 
Plan and subsequent documents. Indian in¬ 
dustrialists, no less admirers of free trade 
then than now, were not keen to set up large 
industrial units for themselves. But the 
World Bank and the western countries refus¬ 
ed to aid any project under the public sector. 
Thanks to the existence of the Soviet Union 
which came to its assistance, India could 
develop industries in the heavy engineering 
and steel sector. 

It is because of the intervention of the 
state through planned development that 
India could attain a reasonable standard in 
indigenous manufacture of steel, heavy 
engineering and electrical equipment, 
transport vehicles, locomotives, aeroplanes 
and nuclear power equipment. 

This IS not to deny that the planning pro¬ 
cess adopted in the earlier decades lost its 
relevance in conditions developing in the 
Indian economy in later years. We still need¬ 
ed a planned approach but it should have 
been more responsive to the need emerging 
for a different mix of planning and market 
forces. Instead, what was witnessed was in¬ 
creasing concentration of authority in 
decision-making at the central level which 
encouraged and in its turn was supported by 
a bureaucracy with emphasis on administra¬ 
tion by regulations. This ran parallel with 
a similar development in the political sphere, 
if some of the hard options now being 
resorted to are turning counter-productive 
it is because these are being taken too late 
and .sometimes in conflict with each other. 
Statement 

Pursuit of self-reliance and indiscriminate 
import substitution over four decades have 
brought us to the desperate situation of hav¬ 
ing to go to the IMI- and the World Bank. 
Response 

India has been facing critical situations 
with regard to balance of payments from 
time to time. These however pale into in¬ 
significance compared to the desperate situa¬ 
tion which developed in recent years. Much 
of this has to be ascribed to the manner in 
which the economy was sought to be opened 
to the world since 1985. Over the SOs the 
policy for import liberalisation was gradual¬ 
ly being effected. Exports registered increas¬ 
ing trend after withstanding the second oil 
shock. A continuous decline in the value of 
the rupee against the dollar and pound 
helped the process. This very factor at the 
same time contributed to swelling of the im¬ 
port bill leaving the trade balance susceptible 
to. wide fluctuations. 


Impon of foodgrains, fertilisere, edible oil 
and petroleum products had been forming 
a large proportion of total imports. Whife 
there were efforts to reduce their import, the 
new economic policy introduced in 198S to 
quicken the pace of liberalisation of import, 
led to a change in the pattern of import. 
There was a sharp rise in the import of 
capital and intermediate goods, «dth the 
expectation that it will contribute to improve 
the trade balance position through boosting 
of exports. Instead, the position worsened 
further. A negative trade balance which was 
maintained within a range of Rs 5,000 to 
Rs 6,000 crore between 1980-81 and 1984-85 
actually shot up to a level of Rs 8,763 crore 
in 1985-86 and remained over Rs 7,600 crore 
to the end of the decade, excepting for 
1987-88 when it dipped to Rs 6,570 crore. 
It is true that India has been accumulating 
foreign debt over the decades to meet her 
burgeoning import bill. But the conditions 
aggravated remarkably over the last decade. 
The ratio of total debt outstanding to GDP 
was a little higher than 10 per cent in 
1980-81. It reached near 20 per cent in 
1989-90. 

The decade of 80s will remain distinguish¬ 
ed for the failure of three successive govern¬ 
ments to bring their political will to 
discipline the fiscal and monetary system 
which repeatedly forced the country to bor¬ 
row from abroad. Liberalisation of import 
policy introduced in this context helped only 
to accentuate the same process. 

Statement 

Entire discretionary quantitative restric¬ 
tion should be abandoned and a price-based 
allocation mechanism should be followed by 
dismantling all regulatory controls. 

Response 

Yei another piece of preaching from the 
text-book which nobody has practised, not 
even in the advanced economies supposed 
to be based on free price system. According 
to Raymond Ixvy, president of the European 
car industry lobl^ and chairman of Renault, 
the French state-owned car company, the 
European Community fears loss of jobs by 
tens of thousands through restructuring of 
its automobile industry to fend off the 
Japanese. It may be noted that the public 
sector and the private sector have rolM into 
one in Levy. The European Commission 
recently agreed in a bargain with Tokyo that 
Japanese cars would be allowed up to 15 per 
cent of the overall EC market after removal 
of national curbs from 1993. The EC market 
would be freely accessible only in 1998 or 
1999. This takes care of the scepticism of 
Srinivasan about gradualism in Indian 
reforms. 

It is apparent that quantitative restric¬ 
tions, rather than prices, were the determin¬ 
ing factor in the negotiations between tC 
and Japan. With the United States, the posi¬ 
tion is one step ahead. Having laid off 
thousands of auto workers, the president of 
the United States has been bargaining with 
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the liHfM minister of Japan in full view pf 
the woHd for determining how many 
American automobiles Japan should im¬ 
port. Free trade, where is thy glory! 

One miist acknowledge that what is sauce 
for gander should be sauce for goose as well. 
The advanced economies should better 
practise themselves what they want the third 
world to follow. 

The position is still more critical in US 
agriculture. The United States, the citadel of 
IMF and World Bank, never believed in free 
trade in agriculture. Subsidies have been 
granted to farmers in various forms over the 
years. Subsidy to farmers for keeping land 
idle has been a built-in feature in US 
economic policy. Subsidy to farmers is a 
universal phenomenon in Europe and the 
American sub-continent. The IMF however 
finds subsidy to Indian farmers odious. If 
the Indian economy is to be opened up for 
trade in agricultural products we may be 
forced to increase, rather than decrease, the 
subsidy to Indian farmers. Resistance to such 
policy IS quite imaginable. Japanese farmers 
have already been protesting against import 
of foreign rice.' 

Advocacy by the advanced economies to 
open up India for foreign trade reminds one 
of an anecdote related by Ragnar Frisch 
after attending a conference of European 
econometricians around 1964. The parti¬ 
cipants from the different stales of Europe 
explained how they expected to achieve a 
trade surplus in their respective countries 
through elaborate econometric analyses. 
Frisch being the senior-mosi participant was 
asked to respond la.st. He stated that he was 
flattered that such a small country as 
Norway was regarded so highly by the parti¬ 
cipants who evidently expected that she 
would be able to absorb all the surplus to 
maintain the balance of trade for Europe 
The third world countries have now been 
elevated to a similar respected position by 
the advanced economies of the west 

Siatemeni 

Almost automatic protection granted to 
domestic producers in many priority in¬ 
dustries, particularly equipment producers, 
has encouraged domestic production of poor 
quality goods at high cost. 

Response 

Too sweeping a generalisation. It is true 
India produced engineering goods at high 
cost compared to foreign products. Question 
is could India produce these for herself if 
there were no restriction on their free im¬ 
port? The range of equipment India has 
been able to manufacture would not have 
been possible otherwise. It is possible to 
argue that such restrictions should gradually 
be revoked for industries which have come 
of age In electrical equipment industry, for 
instance, BHEL products have stood their 
ground teth abroad as also in India again.st 
foreign competitors, both cost and quality 
wise. TUrbo-generators and boilers produc¬ 
ed by BHEL and ABL have proved sturdy 
enough in India. Yet imports ate taking place 
in this sector not necessarily because they 
ate better, but because these are tied with 
foieign aid. Government economic policy 


has failed to find the lesouices to meet the 
peculiar situation where power equipment 
manufacturers have resources lying idle for 
want of orders while Electricity Boards need 
them badly, both remaining within the 
public sector. Liberalisation of import 
restrictions can, in the circumstances, only 
aggravate the situation in such instances. 

Slalemeni 

If promoting competition was the objec¬ 
tive of MRTP, liberalisation of imports 
would have been a more effective 
in.strument. 

Response 

The experience of operation of MRTP 
Act, it may be seen, could not prevent con¬ 
centration of industries under monopoly 
houses or even emergence of new monopo¬ 
ly houses over the recent decades in par¬ 
ticular. The working of MRTP Commission 
shows that the government paid scant regard 
lo its functioning effectively. On the con¬ 
trary, as Srinivasan rightly points out, it 
resorted to conflicting policy decisions nulli¬ 
fying the role of the commission. Import 
liberalisation, as suggested, however does not 
help in the matter Since it is found that even 
in the matter of imports large houses enter 
into collaborative agreements with foreign 
monopolies which only go to strengthen 
their monopoly hold 
Statement 

The proportion of labour force in 
agriculture still remains so high after 40 
years of independence. Other economies 
have achieved faster and more egalitarian 
growth than India 
Response 

The rate of decline in the proportion of 


the labour force need not be taken as a 
crucial parameter for measuring. egali¬ 
tarianism in an agrarian country Hke India. 
If egalitarianism is to be achiewd in India 
the first measure would be implementation 
of land reform measures, which if successful 
are likely to absorb more labour in produc¬ 
tive work in agriculture. Although land 
reform measures still remain to be imple¬ 
mented in many states, the growth rate in 
agriculture has kept ahe^ of that of popula¬ 
tion. This has been achieved without resor¬ 
ting to large-scale mechanisation. Minor 
irrigation by canals and energised pumpiets, 
growing phenomenally, have been engaging 
more labour hours of work. The labour 
force in agriculture would have declined 
faster if Indian agriculture had gone the way 
of large-scale mechanisation. The propor¬ 
tion could have declined but there would be 
a corresponding increase in the unemployed 
labour force in urban areas. Decline in the 
proportion of labour force in agriculture in 
the circumstances would convey a wrong im¬ 
pression about egalitarianism. I may venture 
to suggest that the decline in the proportion 
of labour force in agriculture would be 
slower, at least initially, if land reform 
measures are widely adopted. 

Results of 1991 Census showing that the 
pace of urbanisation in India had declined 
to 3.09 per cent per annum during 1980s 
compared to 3.83 per cent during 1970s seem 
to support such a contention. Among other 
factors, deceleration in migration from the 
countryside to the towns has played a role 
in this. A perceptible decline in distresa 
migration to urban areas in West Bengal, 
which had been a regular seasonal feature, 
would also confirm the supposition. 
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A ^arp decline in the ci/c of the labour 
force in agricnillure may noi always be an 
indicator of progress in this regard even in 
advanced economies. Large-scale farming in 
the United States and Europe has acliieved 
high yield of crops through efficient prac¬ 
tice. It has also brought in its wake the pro¬ 
blem of violent fluctuation in nrtces and 
continuous squeezing out of sub-marginal 
farms giving rise to despair among the 
younger people who have been deserting 
farmland to reach the industrial towns. The 
population in agriculture is aging. Rcceni ex¬ 
perience in the erstwhile Sosiet Union also 
shows the same trend. Questions are being 
asked about what kind of rural society 
should one look forward to. Paradoxically, 
the system is still dependeni on a high level 
of subsidy to offer sectiriis of income to 
farmers to maintain it. 

Gandhi’s idea ol village self-sufficiency 
may not hold for India, but his basic ap¬ 
proach for equipping the villagers with 
appropriate tools for productive work in 
agriculture and small-scale industries so that 
the large multitude can be contained in the 
rural areas still remains valid for the coun¬ 
try. The system can run cflicicntly in ihe 
Indian context even if it suffers in intci- 
naiional comparisons There is no reason lo 
believe that such a system cannot also be 
more egaittarian than the present one 
Sialemeni 

Private sector managemoni is more clli- 
cient than public sector management in elec¬ 
tricity since the collection of bills and con¬ 
sumer services in the urban areas under the 
private sector have been proved to be so. 
Response 

The problem is not of purely managerial 
deficiency ol the Stale Electricity Boards. It 
concerns both the structure of management 
and economics of operation for the two 
sectors. It may be observed that the private 
sector drstribution operation in electricity is 
restricted exclusively in the large urban and 
industrial areas. The tariff structure ol 
private organisations is drawn in such a way 
that there is always a surplus after meeting 
the operating cost These are sell-contained 
local units having greater control over the 
staff engaged in the operations. State Elec¬ 
tricity Boards, on the other hand, are to 
serve consumers in both the urban areas and 
the rest of the state covering the whole 
countryside. As a result, excepting lor a few 
fortunate SEBs who are endowed with a 
larger industrial base, all the SEBs suffer 
from huge losses incurred on account of the 
consumers in 'agriculture and low and 
medium voltage consumers in the municipal 
towns. A centralised organisation like SEBs 
cahnot have as much control over its staff 
as a private corporation engaged in local 
operations only. This raises ihc question of 
decentralisation of electricity services to 
which a satisfactory solution is yet to be 
found. 

Slaiemeni 

A combination of public and private 
enterprise both in generation and distribu¬ 
tion. of electricity should be preferred. 
Response 

Electricity is considered to btf both a com¬ 


mercial and a sodal good in India. Power 
agencies are permitted to charge at commer-. 
cial rates from consumers belonging to in¬ 
dustries, commercial establishments and af¬ 
fluent sections of the consumers mostly 
residing in urban areas. For the rest of the 
society, low income households and pump- 
sets in agriculture, it is considered to be an 
Item of social service, for which the tariff 
rales are kept below the cost of generation 
and distribution. The State Electricity 
Boards in India have to perform dual func¬ 
tions as purveyors of both commercial goods 
and social goods covering the whole slate. 
Since losses arising in the non-remunerative 
sector served by the SEBs arc much larger 
than profits earned in the remunerative 
sector, they have been accumulating huge 
losses over the years. This has been the con- 


ASHOk RUDRA ('Privatisation and 
Dcrcguluiion', December 21, 1991) invites 
delinilivc rcluialion of his hypotheses on 
prisaiisaiion and deregulation. That is a 
tall—and I think unfair—order, for the 
evidence confirms rather than discoiifirms 
his hypotheses, or certainly Ihe first one I 
here only reproduce evidence and arguments, 
which I have previously offered eLsewhere 
i Trank 1991/92) 

Unfortunately for the people—and for the 
peddlers of ideological models ol success 
and failure—the ceniral/ea.si European NlCs 
have already failed no less than the south 
American ones and a few south cast Asian 
ones lo boot Unfortunately also, ideolo¬ 
gically promoted privatisation is no remedy 
tor the ills ol ceniral/eastcrn Europe, any 
more than stabilisation and privatisation 
policy have been in l.atin America and else¬ 
where. Indeed, during the present world¬ 
wide recession, these pnvati.sation policies 
can only socialise and aggravate poverty 
further 

The current privatisation craze is just as 
economically irrational and politically 
ideological as was the earlier nationalisation 
craze. It makes very little difference whether 
an enterprise is owned privately or publicly; 
for all have lo compete with each other on 
equal terms in the world market. The only 
exceptions to this rule are public enterprises 
that are subsidised by the state budget, and 
private enterprises that are also subsidised 
from the state budget and/or are otherwise 
bailed out ‘in the public interest’. Well known 
examples in the United States are Detroit’s 
Chrysler Corporation, Chicago’s Continen¬ 
tal Bank and Trust Company (at the time 
the eighth largest US bank), the Ohio, 
Maryland, California and Texas Savings and 
lx>ans, and even New York City. Moreover, 
in the market, public and private enterprises 
can both make equally good and bad in¬ 
vestments and other management decisions. 
In the 1970s (public) British Steel 
overinvested badly and (private) US Steel 
underinvested badly. In the 1980s, both clos¬ 
ed down steel mills over the public objections 


sequence of an over-zealous national pro¬ 
gramme for rural electrification Whkii called 
for rapid energisation of villages coupled 
with the populist approach of an unsustain¬ 
able tariff structure. If private enterprise is 
to be induced to generate and distribute elec¬ 
tricity it has to be offered remunerative areas 
so as to earn a reasonable return. Gains of 
the one can only be at the cost of increase 
in loss by the other. Wherever there are 
private enterprises in electricity in India, it 
may be seen that they are located in large 
urban areas only. If private enterprise is to 
engage in generation and distribution of 
electricity it should either take a share of 
non-remunerative areas or agree to share 
their profits with the SEBs. Private enter¬ 
prise need not be absolved of social obliga¬ 
tions altogether. 


of labour. So did the private steel industry 
in Germany under a Christian Democratic 
government and the public steel industry in 
France under a Socialist government. 

in eastern Europe as well, whether invest¬ 
ment decisions are good or bad is not deter¬ 
mined by whether they are made publicly or 
privately. Indeed, the German (public!) 
Treuhandanstaldt, which is in charge of 
privatising public firms, has been making 
disastrously bad [disjinvestmeni decisions in 
the east to serve big private business interests 
in the west (Schneider 1990], Privatising 
public enterprises now at bargain basement 
share prices that double next week on the 
national sKK'k exchange is just as fraudulent 
a practice as nationalising loss-making enter¬ 
prises and paying for them above market 
value, or nationalising profitable enterprises 
with little or no indemnirication. This now- 
you-see-it, now-you-don’t game is all the 
more egregious in the case of enterprises in 
the east and the south which are now 
privatised and bought up with devalued 
domestic currency purchased (or swapped 
for debt) by foreign companies or joint ven¬ 
tures with foreign exchange from abroad. In 
sum, the privatisation debate is a sham; it 
is far less about productive efficiency than 
about distributive (in)justice. 
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bureaucratic management of a 
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‘petty bourgeois' peasant and 
artisans as backward, while 
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LETTERS TO EDITOR 

Joint Appeal on Cauvery 

WE. the signatories to this statement, have 
been concerned witli exploring ways and 
means to-'restore good relations between 
lamil Nadu and Karnataka and work towards 
the settlement of the Cauvery dispute. The 
immediate humanitarian priority is for both 
governments to restore the affected families 
to their erstwhile homes and livelihoods and 
to provide speedy and adequate relief and 
compensation in furtherance of the steps 
that have already been undertaken in this 
regard 

The sharing ol river waters, and disputes 
connected with them have had a long history 
in the world Such disputes have arisen in 
different comments—North America. South 
America. Africa, Europe and Asia—between 
and withtn countries. They have often in¬ 
volved prolonged negotiations and other 
procedures for conflict settlement such as 
mediation, conciliation, and arbitration 
However, despite initial difficulties and 
divergences ol views, solutions have been ar¬ 
rived at and have been sustained There is, 
therefore, no reason why a sustainable .solu¬ 
tion cannot be found to the Cauvery river 
waters dispute also given effort, goodwill, 
and political maturity among all the parties 
involved, vu, the basin slates of Karnataka, 
Kerala. Tamil Nadu, Pondicherry and the 
union government. 

We suggest that the approach to a solu¬ 
tion will have to take into account the 
following basic principles All measures 
should be undertaken, in the short, medium 
and long-term, to augment the availability 
of water in the Cauvery basin and to pro¬ 
mote Its optimum utilisation having regard 
to considerations ot economy, ciricicncy, and 
equity Inter aha, this will involve time- 
bound projects and programmes in a plan¬ 
ned manner for avoidance of wa.ste, from 
seepage and otherwise, m river and canal 
flows, belter regulatory structures including 
new storage tacilities where necessary, effi¬ 
cient on-farm development and on-farm 
water use management, appropriate ex¬ 
ploitation of ground water and its conjunc¬ 
tive use with surface water, and prevention 
of rain water going waste It might also in¬ 
volve, to the extent necessary, changes in 
cropping patterns, croji c'ycTes. and methods 
of crop husbandry 

The solution must provide assured annual 
average availabilities of flows to each of thc 
basin slates, consistent with the phased 
implementation of measures above so as to 
provide the basis fur planning Given the fact 
that the rivets m the Cauvery basin arc all 
dependent on rainfall, surpluses m good 
years and dericiis in lean years with reference 
to the average in normal years will have to 
be equitably shared. Arrangements foi 
timely water releases and availability con¬ 
sistent with the sharing pattern for normal, 
surplus, and lean years and with cropping 
requirementts of agriculturists in the basin 
states will have to be worked out 

To implement these requirements it will 
be necessary to initiate technical studies 
covering engineering, agricultural, economic. 


and financial aspects which would result in 
proposals, including alternative proposals, 
for augmenting availability, maximising 
utilisation, and for regulation of water 
releases consistent with the sharing criteria 
and acceptable to all parties. It will be 
necessary to establish a suitable institutional 
mechanism in order to implement any solu¬ 
tion and to promote the long-term develop¬ 
ment of the basin stales. The basin states 
must also co-operate to control pollution in 
the Cauvery and establish suitable modalities 
for the purpose. 

We appeal to the prime minister and the 
chief ministers of Karnataka and Tamil 
Nadu to imitate steps to explore all alter¬ 
natives with an open mind, m an atmosphere 
free of prejudice, suspicion, and rancour, so 
as to narrow the gap^in the positions taken 
by each of the concerned parties. We believe 
that a conciliatory and/or mediatory pro¬ 
cess, which lakes into account the principles 
we have outlined, can facilitate the Cauvery 
Water Tribunal's task by supplementing and 
strengthening its adjudicatory effort and 
ensure the sustainability of any solution that 
may be arrived at. We appeal to all political 
parties to co-operate for resolving this pro¬ 
blem in a spirit of goodwill, eschewing all 
chauvinistic attitudes and actions, and to 
educate the people so that the historic 
culture of good neighbourliness among the 
basin states can be preserved and promoted. 
B K Chandrashekar, S Cuban, 
H N Nanje Gowda. S Manavalan, 
M D Nanjundaswamy, N Ram and 
others. 


Population Policy 

THE creation of an apex body to formulate 
population policies as suggested by 
P Padmanabha (January 18) would, in my 
opinion, only add to the already existing 
gigantic government edifice, totally lacking 
in flexibility and responsiveness. 


The need of the hour i$ instead, to dwen- 
tmlise the process of population policy fw- 
mulatkxL This task oc^ be asBigned to state 
governments and further to local panchayats, 
reporting to the central home ministry. 
Perhaps, distribution of funds and grants- 
in-aid could alto be connected to relative 
success in implementation of the progra mm e 
Since the decision to limit family sue b taken 
at the ‘family unit’ level, the closer the 
authority implementing the programme to 
the unit, the more effective it will be 

Commitment to the family welfare pro¬ 
gramme by local leaders ought to be as much 
by practice as by effective administration. 
In our country, the masses tend to idolise 
their leaders and so their actions should be 
worthy of emulation. Recent legislation to 
grant public office only to persons with 
small families is a noteworthy step in this 
direction. We can only hope that our 
‘resourceful’ politicians do not find ways to 
evade the regulations in this regard. 

We should emphasise total education and 
not only female literacy as a vehicle of social 
change. The obsession to have a son is all 
pervasive, among men and women alike. 
This and such other traditional notions, very 
often lead people to act, devoid of all reason 
and logic. A change in such prejudices and 
attitudes will come only through a more 
broad-based education policy. Schools could 
play a very imporunt role in instilling more 
progressive values and attitudes among 
young Indians. They must be made to realise 
that they will be giving themselves a better 
India to live in by controlling their numbers. 
Drastic economic disincentives and substan¬ 
tial incentives such as free education could 
also help in controlling population growth. 

I believe that strong punitive measures will 
help to bring the momentum of population 
growth in check. The problem has reached 
crisis proportions and needs to be tackled 
quickly, sincerely and effectively. 

Himani Datar 

Madras 
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Deficits’ Tale 

A fter presenting his first budget last year when 
finance minister Manmohan Singh was asked on TV 
about the new-found emphasis on the fiscal deficit, he 
had been quick to respond that he was targeting not just 
the fiscal deficit but also the revenue deficit as well as the 
budgetary deficit. This year, while presenting his second 
budget, he has studiously concentrated on the budgetary 
deficit and the fiscal deficit and reference to the revenue 
deficit has been conspicuous for its omission. The ex¬ 
planation is simple, namely, his failure to restrict the 
revenue deficit in 1991-92 to the budgeted figure of 
Rs 13,854 crore; instead it is now expected to be as high 
as Rs 17,081 crore, which is only a little lower than what 
had been realistically provided for in the interim budget 
for 1991-92, Rs 17,766 crore. The claim that for the first 
time in several years the government has been able to re¬ 
main within the budget estimates is, therefore, not quite 
borne out. The revenue deficit has overshot the budget 
estimate by as much as 23.3 per cent. That it has still been 
possible to restrict the budgetary deficit to a figure of 
Rs 7,032 crore which is somewhat lower than the budgeted 
level of Rs 7,719 crore^has to be viewed against the fact 
of the revenue deficit exceeding the budget’s estimate by 
as large a margin as Rs 3,227 crore because the question 
then to ask would be how precisely has the budgetary 
deficit nevertheless been contained. 

But first it is necessary to raise a few doubts about the 
figure of Rs 7,032 crore given out as the revised estimate 
of the budgetary deficit for 1991-92. It is to be noted that 
it is considerably lower than the figure of the ‘increase 
in net RBI credit to the central government’ which is 
estimated at Rs 8,800 crore True, even in the past, though 
for purposes of the budget-making exercise it was assumed 
that the budgetary deficit would equal the net increase 
in RBI credit to government, in actual practice this seldom 
proved to be the case. The fact cannot be overlooked, 
however, that in 1991-92 the net increase in RBI credit to 
government is now estimated to be higher than the 
budgetaii 7 deficit by as much as 25 per cent (Rs 8,8(X) crore 
against Rs 7,032 crore). Doubts also arise about even the 
figure of Rs 8,800 crore because the month-to-month in¬ 
formation published by the RBI had been indicating that 
right through the current financial year the extension of 
central bank credit to the government was proceeding at 


a pace that far exceeded the budgetary expectation. 

Reverting to the manner of keeping low the budgetary 
deficit and thereby the fiscal deficit—the latter, of course, 
to meet the government’s commitment to the IMF—while 
the government’s capital receipts, including borrowings, 
were somewhat higher than what had been budgeted for, 
at Rs 39,521 crore as against Rs 38,174 crore, it is capital 
expenditure that has been made to suffer a major cut of 
Rs 2,567 crore, at Rs 29,472 crore compared to the budget 
estimate of Rs 32,039 crore And this is precisely what had 
been feared would come about when in -the budget the 
government had made unrealistic commitments with res¬ 
pect to reduction of the fiscal deficit and that without 
specifying how this was to be brought about. 

It is in the light of what the finance minister’s achieve¬ 
ment has been in 1991-92 that one has to look at the 
budget estimates for 1992-93. Will he be able to contain 
the revenue deficit within the figure of Rs 13,882 crore 
in the coming financial year? It is to be noted in this con¬ 
text that although the budget assumes a rise in revenue 
receipts of Rs 9,139 crore or of almost 14 per cent, about 
which there could be some questions in spite of the major 
escalation in excise duties because, with the steep reduc¬ 
tion in the top income tax rate coupled with the enhance¬ 
ment of the exemption limit and the drastic dilution of 
the wealth and capital gains taxes, it is doubtful that the 
budgeted figures on this score will be realised. Let us not 
forget that the finance minister is also on record that 
major changes in corporate taxation are in the offing and, 
given his public commitments to trade and industry, it is 
not difficult to guess the slant of these prospective 
changes. 

On the expenditure side, the budget estimates put the 
revenue expenditure next year at Rs 89,570 crore, or 
Rs 5,940 crore higher than the revised e.stimates for 
1991-92. Will this additional provision meet the demands 
on this score during the year? Between 1990-91 and 
1991-92, revenue expenditure increa.sed by as much as 
Rs 10,114 crore. Can the additional demand next year be 
realistically pegged at 60 per cent of this figure? It may 
be asserted that the target of fiscal deficit reduction will 
still be fulfilled once again next year, but this will be possi¬ 
ble only at the cost of further drastic reduction in capital 
outlays, as has been the experience in the current year. 
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BOFORS 

Truth Will Not Out 

LIKE a bad com, speculation around the 
Bofors transactions keeps turning up every 
now and then. The distinguished Swedish 
newspaper, the Dagens Neyheter, has recent¬ 
ly repeated the allegation that Rajiv Gandhi, 
CT agenis named by him, were direct bene- 
faciaries of the money that passed hands At 
least one Swiss journal has repealed the 
gossip of Rajiv Gandhi’s having deposited 
sizeable amounts in secret bank accounts in 
that country. But since concrete proofs con¬ 
tinue to be elusive, and given the notewor¬ 
thy reluctance, for understandable reasons, 
on the part of the governments of both India 
and Sweden not to stir things up, one can 
only try to reach conclusions on the basis 
of inferences. 

Such inferences have at their core one 
solid fact though. It is established from the 
financial accounts of Bofors as well as 
diary maintained by the firm’s managing 
director that a staggeringly large sum of 
money was transferred by the firm to 
pseudonymous agents so that the Indian 
deal could successfully go through; this 
transfer of funds has been variously describ¬ 
ed as ’winding down costs’, commission 
payments, or straightforward bribe. Accor¬ 
ding to the external evidence unearthed till 
now, the conduit for the payment was the 
phantom company which went by the name 
AE Services. The Indian Central Bureau of 
Investigation, were it allowed a greater 
freedom of action, could have explored, both 
in Sweden and Switzerland, some more 
ramifications of this transaction It is 
however obviously under orders not lo 
demonstrate any extraordinary zeal. 

And II IS aliogether naive to assume that 
the Swedish government will go out of ns 
way to help unravel the mystery of the sur¬ 
reptitious payment Bofors is a public sector 
unit; the national government has a stake in 
It; ns sales constitute a significant propor¬ 
tion of Sweden’s export earnings. In a 
rcccssion-hit Europe, for countries such as 
Sweden arms sales are a key factor for shor¬ 
ing up employment, and arc therefore of 
enormous political significance It would not 
be presumptuous to proceed on the assump¬ 
tion that Olaf Palme, Sweden’s prime 
minister at the time the deal was finalised, 
had full knowledge of the financial con¬ 
siderations that were involved for ensuring 
that Bofors obtains the Indian contract. The 
arrangement must not have caused him any 
surprise. For more than a century, Bofors 
has sold arms across the oceans and seas. 
It has always been a hard competitive 
business; to beat down its rivals, Bofors had 
to engage in diverse kinds of subterranean 
deals. It called for a special honing of skill 
developed over the decades. These shady 
transactions, ihcre is hardly much doubt, 
had the fullest support through the decades 
ot the Swedish government, whatever its 


political colour. Olaf Mme’s socialist con¬ 
victions similarly had to be reconciled with 
the ground reality of the nation’s overriding 
need to export armaments, particularly to 
the poorer countries in Asia, Africa and 
Latin America. It is a common practice in 
the arms trade to soften up the rulers of 
these countries with gifts and bribes before 
the negotiations for the sale and purchase 
of arms go through. Palme had little reason 
to assume that India’s rulers, their occasional 
protestation of Mahatma Gandhi’s inheri¬ 
tance notwithstanding, were sui generis. The 
fact that the socialist regime in Sweden has 
now been replaced by a conservative coali¬ 
tion IS unlikely to change the stance of the 
government. For dear life, Sweden, which on 
other occasions believes in peace and 
neutrality, has to produce and sell arms. If, 
to swing a contract, her arms producing 
units have to bribe a king or a president or a 
prime minister, they will do so with alacrity, 
and the government will back them to the 
hilt. Sweden has been practising this strata¬ 
gem from eternity, and no religious fervour 
IS likely to seize them now. For obvious 
bu.siness reasons, the Swedish government 
will see to it that the name/names of the 
party/parties Bofors bribed for swinging the 
Indian transaction remain a secret. It would 
be folly on Bofors’ part to spoil the market; 
should It start squealing names, trade would 
rapidly desert it toward other shores 

So all that is possible is to formulate sur¬ 
mises on the basis of common sense Neither 
Bofors nor the government of Sweden are 
run by morons; they must have passed on 
the bribes'only to individuals and parties 
who were in a position to ensure the con¬ 
tract against this payment. Certainly the 
roster of recipients could not, by any stretch 
of imagination, include the names of such 
individuals as, for instance, M Karunanidhi, 
Somnath Chatterjee, P Upendta, M Faroqui, 
or, for the matter, Atal Behari Vajpayee. 
Simple reasoning would point the needle of 
suspicion toward the direction of the ruling 
party, whose president at the time was also 
the prime minister of the country. Since the 
government of India, for altogether com¬ 
prehensible reasons, will not allow the Cen¬ 
tral Bureau of Investigation, in collabora¬ 
tion with the Swiss judiciary, to probe into 
the identity of the individuals whose bank 
accounts were coded ‘Lotus' or to establish 
the nexus between AE Services and Lotus, 
the suspicions that are afloat cannot be 
either confirmed or refuted. 

The Indian public, in the circumstances, 
will have to remain satisfied with acceptance 
of the general notion that those who rule 
them do dip t heir hands in the till. Where 
the ruling party has succeeded beyond 
measure is in implanting the belief that 
leaders of all parties are equally dishonest 
and equally lacking in integrity. This is 
presumably what globalisation of specula¬ 
tion ensures- why cavil at someone's oilfer- 


ing your money if n had not done it. y would 
have done so; why not then stick with x. the 
devil one knows for long? 

POLITICS 

Beginning of 
Realignment 

THE process of realignment at the centre ap¬ 
pears to have commenced with the motion 
of thanks on the president’s address being 
put to vote. In the process duplicitous 
politics has acquired a new national dignity 
thank's to the imperatives of the “economic 
challenge facing the country" which, from 
ihe manner of its invocation by Congress 
leaders, would seem to have been invested 
with a life of its own. The measures taken 
to deal with the crisis, invite—either in loto 
or fairly substantially—Ihe vocal denuncia¬ 
tions of the opposition. But when these 
measures are pul to vote in parliament the 
myth of opposition to the government’s 
policies is confirmed. Elaborate ploys are 
devised by the BJP to mark its distance from 
the ruling party even as it sets about ensur¬ 
ing that the government is not defeated on 
the floor of the house with a diligence that 
is definitely absent in at least one section of 
the Congress. 

The BJP which so far has been unable to 
formulate an economic programme that 
reconciles its ideological preference for the 
free market with its political objective of 
achieving a national presence, has now been 
enabled to dispense with the exercise For the 
present it is content to hitch a ride on the 
government’s initiative, voting for the 
government in parliament and organising or 
threatening to organise sundry protests 
against it outside parliament. The ambiguity 
of the BJP’s stand suggests that the party 
IS not entirely convinced that the new initia¬ 
tives will be an unqualified success. It is 
therefore not surprising that the party is un¬ 
willing to foreclose its options by commit¬ 
ting itself wholly to the government’s cause. 
Should some kind of a backlash result the 
BJP can jettison one aspect of its current 
strategy. 

Recourse to a similarly Janus-faced 
strategy, however, seems to be unavailable to 
Ihe hfational Front-Left Front combiiK given 
the disarray that afflicts Ihe Jaiuita Dal and 
the other constituents of the Front. Misfits 
trapped in the Janau Dal and Ihe IHugu 
Desam due to the operation of the anti- 
defection legislation have grabbed the op¬ 
portunity to switch allegiances. Seven Ajit 
Singh lo^isu who had been sepa^led from 
their leader following the former’s apulskm 
from the Janata Dal developed complica- 
lions of the chest en masse and had to be 
hospitalised on the day of the vote but were 
providenuilly restored lo health the very iwn 
day. Likewise nine members of the TDP fiifl- 
ed to show up for the voting. Even assuming 
that Ihe National Front is genuinely inclin- 
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ed to vote atabiM the govemment the con- 
tmdktioni within its legislative party render 
the issuing of whip* and the pressing for 
divisions risky ventures. Consequently the 
Front, or what remains of it, cannot be ex¬ 
pected to do much more than protest volubly 
to no substantive purpose. 

In the circumstances the left front is left 
out in the cold. It is fairly clear that for the 
present the current parliament will do 
nothing to disturb the sialus quo. If the left 
has any intention of putting up any resis¬ 
tance to the new policies it will have to step 
up its activity outside parliament. This apart 
froip disrupting the tranquillity of the 
prevailing parliamentary equations can also 
serve as a catalyst in completing the realign¬ 
ment of political forces. A polarisation ol 
political forces between proponents of 
unalloyed liberalisation and of an alternative 
has also the advantage of throwing the BJ P 
off balance. It also provides an opportunity 
for misfits in today’s Congress to make their 
play. Today the conditions of his political 
existence compel the human resources 
deveiopment minister to propose, with a con¬ 
sidered vagueness that leaves it open to two 
interpretation^ the realignment of genuinely 
left and centrist forces. Should the realities 
outside parliament and parties change those 
of his ilk in the Congress will be provided 
feasible options. 

But for such an eventuality the left will 
have not only to channelise languishing 
popular discontent into concrete action, but 
also formulate a different conception of 
politics from what has hitherto been its prac¬ 
tice. Whether the party can detach itself 
from the predilections of its icon in West 
Bengal remains to be seen. There is little 
doubt that the ossification of the left has 
much to do with the CPl(M)'s obsession 
with preserving its hold on its native bas¬ 
tion. So long as this remains its principal 
preoccupation there is every danger of the 
redundancy of the party in the rapidly 
changing circumstances. Historical ex¬ 
perience suggests that revolutionary situa¬ 
tions do not automatically emerge from 
economic dislocation at the mass level. Hou 
parties capitalise on such conditions is the 
more relevant point. 

ENVIRONMENT 

Levels of Struggle 

THE Earth Summit scheduled for June at 
Rio de Janeiro has begun to generate much 
heat. Already the contours of the numr.ous 
debates which will ensue at the meet arc 
becoming visiblei It is hardly surprising that 
both the primary issues being discussed have 
now crystallised as struggles for control over 
natutai resources between the South and the 
North. 

The two conventions which are being pro¬ 
cessed for finalisation are on climate change 
and on preserving biodiversity. The first has 


got boggeddown as a lesidt of the devdoped 
countries* refusal to accept limits on green¬ 
house gas production and carry the major 
burden for a change in technologies which 
such a limit would envisage So much so that 
at the end of the fourth meeting of the Inter¬ 
governmental Negotiating Committee early 
this month, it was felt that a framework con¬ 
vention on climate change would not be 
ready for the Rio conference. The discus¬ 
sions may well come down to negotiating 
targets to be set for the North. A recent 
meeting of South Asian non-government 
organisations in Delhi organised by the Cen¬ 
tre for Science and Environment to evolve 
a common strategy for the Rio conference 
pointed to the need to question the assump¬ 
tions on which these targets are being fixed. 

Another issue which will come up at the 
conference i$ the global environment fund. 
The way it exists now, the fund is no more 
than a philanthropic gesture towards third 
world countries to help them to incorporate 
changes in their development policies which 
will make for lower future greenhouse gas 
emissions, with the donor having a signifi¬ 
cant say in the use of the fund’s resources. 
The Delhi NCO conference has agreed to 
press rather for a consumption tax which 
will not only generate resources for the fund, 
but will also force countries to accept 
responsibility for destruction of the environ¬ 
ment. It will also oppose the continued con¬ 
trol of the fund by the rich countries. 

On the issue of protecting biodiversity too 
there is a yawning and growing gulf between 
the points of view of the North and South 
and there is considerable apprehension that 
the South will be inveigled into a position 
where it will have to allow access to its abun¬ 
dant natural resources tO the North Which 
V, ill then use sophisticated technologies to 
devise substitutes, -rendering the South’s 
natural resources useless for commercial 
exploitation. 

Of greaier relevance than these issues is 
the question of the role an Earth Charter can 
play. It has been the experience so far that 
whatever the modes and mechanisms for im¬ 
plementing an international charter, in¬ 
dustrialised countries have ignored the rules, 
deliberately or by default, whenever it has 
suited them For instance, although in 1990 
many of these countries agreed to bring 
down emissions of greenhouse gases, little 
has been done towards bringing about 
changes in consumption patterns which 
make for the production of these gases. Bui 
an even more worrying aspect of inter¬ 
national conventions is the manner in which 
country governments interpret the condi¬ 
tions. Even if third world countries were lo 
succeed in hammering out a ’best’ solution, 
will it be translated into policy measures 
which wjII be the best for the have-nots at 
the national level ? On health issues, for in¬ 
stance, the manner in which the Alma Ata 


commitment to health for all oy zuw nas 
been reduced to a meaningless phrase hard¬ 
ly needs elaboration. And in India at any 
rate this happened at a time when the 
government still accepted notional respon¬ 
sibility for people’s health. Today the 
environment ministry has abdicated more or 
less all its responsibility for preventing the 
destruction of the environment under the 
guise of self-regulation by industries 
themselves. In such a situation, when the 
ministry has little leverage with the industry, 
it is hardly likely that changes in techno¬ 
logical processes can be imposed upon in¬ 
dustry. If there is one thing to be learnt from 
the experience of relevant international ar¬ 
rangements and agreements it is this: unless 
there is a vocal and active indigenous move¬ 
ment, replicating at the local level the strug¬ 
gles of the have-nots internationally, it is 
unlikely that the benefits of preserving the 
environment from destruction will accrue to 
the poor. 

HUMAN RIGHTS 

CPI(M| to Government’s 
Rescue 

IT is amusing to watch how the CPI(M) 
allows itself to be allured by the ruling party 
into defending some of the government’s 
most heinous policies. The latest instance is 
the performance of the CPl(M) MP Saifud- 
din Chowdhury at the session of the UN 
Commission on Human Rights in 
Geneva. 

When speaking as the leader of the Indian 
delegation to the session, Chowdhury was 
surely not expected to give up his credentials 
as a CPl(M) leader. Yet, all through his 
speech, he made light of the serious com¬ 
munal menace threatening the country, in 
fact, he completely ignored the communal 
riots that had been tearing apart the coun¬ 
try and its people, and the administration’s 
failure to stop them and at times connivance 
in encouraging them—disturbing trends 
against which his party’s leaders at home 
had quite often been vociferous. Instead, he 
chose at the Geneva session to wax eloquent 
on how the Indian Constitution had enshrin¬ 
ed the right to religious freedom and made 
secularism its faith. While admitting that 
instances of communal disturbances had 
’occasionally’ occurred, he said that there 
was a strong public opinion in India against 
such instances. Fine words! But what had 
been the role of the government in carrying 
out its secular faith in practice? Propagation 
of obscurantist religious superstitions 
through the TV, visits by ministers to 
godmen to seek thetr blessings, consultation 
of astrologers by politicians in search of bet¬ 
ter political fortunes—all these practices 
surely do not strengthen secularism. 

Chowdhury. in his bid to impress the UN 
Commission with India’s commitment to 
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Krishna Bharadwaj 


religious harmony, quoted a government 
order instructing public servants to ensure 
that no discrimination on religious grounds 
should take place He Tailed to add that, such 
orders are being violated almost every day 
at the lower levels oT the administration in 
matters like appointment and promotion—a 
fact that Chowdhury must be aware of, be¬ 
ing a politician in close touch with the 
people. 

May be because Chowdhury did not want 
to wash dirty linen in public at an inter¬ 
national forum, he refused to speak about 
the unsavoury aspects of the Indian govern¬ 
ment’s role in handling the wave of com¬ 
munal riots—the enormity of which he 
chose to dilute with the term ‘occasional 
disturbances’. But was he being honest to 
himself, and to the political stand of his own 
party? Or, are we to understand that the 
CPi(M) is willing to shed us opposition to 
the government on communal matters at in¬ 
ternational gatherings, and take on the role 
of defending it on the principle of ‘my coun¬ 
try, right or wrong’? 

The suspicion that such a super-patriotic 
position is becoming the cornerstone of 
CPI(M) politics is strengthened by Chow- 
dhury’s assertions on the Kashmir issue at 
the Geneva session. Dismissing allegations 
of human rights violation as Pakistani pro¬ 
paganda, he told the UN commission that 
“no more gross violations ot human rights 
could be found than those perpetrated by 
terrorists’’. If the CPI(M) chooses to put 
blinkers on its eyes, it is its problem. But even 
when expressing its loyalty to the ruling 
party, the CPI(M) should have advised 
Chowdhury to show some sense of respon¬ 
sibility. It is well established by now that in 
matters of violation of human rights in 
Kashmir, the terrorists arc yet to match the 
security forces. More citizens have been kill¬ 
ed by the security lorces than by the terro¬ 
rists. More people arc in the cusiody ot the 
law-enforcing authorities of the stale than 
in the custody of the terrorist kid¬ 
nappers. 

But then, to the CPI(M), the human rights 
of the security forces may be more impor¬ 
tant than the human rights of the Kashmiri 
people. Such discrimination in the choice of 
human rights issues has been laid down as 
a principle by the US secretary of state, 
James Baker, who in early February this year 
said that US standards for judging human 
rights violation “are going to differ from 
nation to nation’’. Ironically, in spite of its 
opposition to the US, the CPI(M) appears 
to be following the same principle at the 
national level, where its concern for human 
rights differ from one section of the Indian 
population to another, from its own party- 
men in THpura to the ordinary citizens of 
Kashmir (although both arc facing persecu¬ 
tion Irom the same security forces of the 
Indian state). 


Amit Bhaduri 

WITH the death of Krishna Bharadwaj 
on March 8 the higher education system 
in India has suffered a terrible loss. The 
loss has so many dimensions that its ef¬ 
fect will be felt only gradually over several 
years. 

Krishna Bharadwaj was a highly talen¬ 
ted economist with many wonderful per¬ 
sonal qualities. This combination made 
her such a rare treasure. Her friends will 
always remember her as essentially a very 
simple and modest person, without in¬ 
tellectual pretensions but with an alive and 
acute mind. Although economics, 
especially Classical Political Economy, 
was her passion and she could spend 
hours discussing it, she was no less in¬ 
terested in talking about Indian politics, 
history, classical music, or simply sharing 
other people’s problems. 

In my view, her extraordinary liveliness 
was not fully reflected in her finished 
writings at the time of her death. To most 
outsiders who did not know her well, she 
would probably appear from her writings 
as a major scholar of the history of 
economic thought. But this is on the sur¬ 
face only. Inspired by Piero Sraffa’s 
strategy of research, Krishna Bharadwaj 
refused to (^ccept the conventional distinc¬ 
tion between economic ‘theory’ and 
economic ‘thought’. Understanding 
economic doctrines in their historical con¬ 
texts is essential for their “appropriate 
modification for application. Hence, over 
the years this became the thrust of her 
personal research strategy. I recall many 
discussions with her on this point. She did 
not feel comfortable with ad hoc theoris¬ 
ing of any kind—neo-classical, Marxist or 
other. But ad Jiocism meant something 
different to her. Nowadays in mainstream 
economics, ad hoc theory basically means 
something which is not derived from the 
assumption of maximising individual 
behaviour. Although Krishna Bharadwaj 
was not a mainstream economist, in one 
important respect she was different from 
most other non-mainstream economists. 
The difference svas that she had a counter- 
programme of research. History of 
economic thought was the focus of this 
programme of research. Because, as 
/already mentioned, she believed that ohiy 
by understanding economic doctrines in 
their proper historical contexts can one 
counter the vulgar and ahisiorical 
methodology of subjective individualism. 
The central element in this mode of 


theorising has been the notion of 
‘economic surplus’ which great econo¬ 
mists from Ricardo to Marx tried to 
analyse, especially in the context of early 
capitalism. A transparent analytical 
understanding of how surplus is generated 
and utilised continued to be the main con¬ 
cern in this research strategy which oc¬ 
cupied her until her death. I have found 
her argument more compelling than the 
mindless maximisation in standard neo¬ 
classical methodology. Economics will 
develop over time as a subject. And from 
a suitable distance in time, the next 
generation will probably have a better 
chance to judge how right Krishna 
Bharadwaj was in her conviction. 

Despite her passion lor economic 
thought Krishna Bharadwaj’s alive mind 
could not but respond to the immediate 
surroundings. Because she was a serious 
economist who did not accept economics 
as a mere art form, she thought of pro¬ 
blems around her and wrote some very- 
valuable pieces on development econo¬ 
mics. on the problems of societal change 
in India and on Indian agriculture. They 
threw up some richideas'which were taken 
up later by other researchers. IjCI only one 
example suffice here. The idea of inter¬ 
locked markets and transactions in 
backward agriculture was an analytical 
scheme which she first developed from her 
empirical study of the production condi¬ 
tions in Indian agriculture. Others 
mathematised and embellished it. 
Although she was the originator of this 
idea, she seldom got recognition for it 
when the idea became fashionable in 
mainstream economics. Yet with real 
scholarly dignity she never even mention¬ 
ed It. 

But scholarly dignity was only one of 
the many wonderful qualities of her per¬ 
sonality. Her friends and colleagues would 
not be able to forget the warmth and 
generosity of her character. I can 
remember so many occasions when others 
have not been generous to her, but I can¬ 
not remember a single instance when she 
retaliated with ungenerosity. She was 
simply incapable of meanness in any 
form. Her intellectual excellence was com¬ 
pelling enough. And, combined with rare 
human qualities, that excellence shone 
quietly to illuminate many dark patches 
of our lives—for her circle of friends, for 
her professipnal colleagues and for her 
students. That light has gone out. 
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Dream Come True 


D P Shanna 

IT is indeed a dream come true. This is how 
thejstock market views Manmohan Singh’s 
budget. The market simply danced with joy 
as it witnessed its dream materialising step 
by step in the course of the live telecast of 
the budget. The BSE sensitive index recorded 
its sharpest-ever rise in a special budget 
session—up 186.8 points (6.6 per cent). Tak¬ 
ing the two trading sessions on February 
29—pre-budget and post-budget—together, 
the index showed a massive rise of 2S8.5 
poims or 9.4 per cent (Thble I). It was no 
impulsive response to the favours doled out 
by the finance minister, but a mature appre¬ 
ciation of the budget proposals. This is amp¬ 
ly borne out by the even more spectacular 
rise of 45S.I points (IS.I per cent) during the 
subsequent two sessions on March 2 and 3. 
Thus, between February 28 and March 3—in 
four trading sessions—the BSE sensitive in¬ 
dex rose by 2S.9 per cent which has no 
parallel in the history of the stock exchanges 
in India. 

While the bullish mania and certain 
technical factors also had their impact, the 
staggering rise in the equity price index 
reflects essentially the market’s assessment 
of the outlook for equities in the light of the 
overall fiscal dispensation which marks 
another major step on the path of liberalisa¬ 
tion and opening up of the economy to 
which the Rao government is firmly com¬ 
mitted. whether the fiscal strategy outlin¬ 
ed in the budget will bring about the desired 
macro-economic stabilisation to restore 
viability to the balance of payments posi¬ 
tion and bring inflation under control only 


time will show. 

With economic growth in 1992-93 psO' 
jected at only a little over 4 per cent, 
economic pundits can have good reason to 
view the stock market’s exuberance with 
scepticism. The stock market is certainly not 
unaware of the state of the economy. But it 
has a logic of its own. The market is inclined 
to take an optimistic view of the economic 
prospect relevant from its angle because of 
the government’s distinctly market-friendly 
approach to dealing with economic issues. 

However, the sustained buoyancy displayed 
by the stock market in 1991 which the 
finance minister has described as “a year of 
crisis and crisis management” is only partly 
due to its favourable assessment of the 
emerging economic scenario under the 
liberalisation regime. Essentially, it is attri¬ 
butable to the continuing serious mismatch 
between the ever-swelling volume of investi- 
ble resources seeking deployment in the 
equity market and the availability of good 
growth shares. The bulk of these resourdbs 
are being routed through the mutual funds 
and this has imparted a new dimension to 
the demand for shares. The demand-supply 
gap is expected to widen further as the 
budget is pro-capital market all the way. 

One can certainly argue that while the 
scheme of simplification and rationalisation 
of personal income tax'-has much to com¬ 
mend it the budget is not saving-oriented m 
that despite the reductions proposed in the 
income tax rates and the hike in the basic 
exemption limit, the withdrawal of various 
exemptions currently allowed on specific in- 
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THE MARKETS 

vestments is likely to affect adversely 
disposable incomes of higher income tax 
payers. But the oudget is unquestionably 
investinent-oriented. There are a good many 
proposals which aim at encouraging tax 
payers to invest in productive assets and at 
attracting NRI funds as well as foreign 
capital. These will stimulate a larger flow of 
investible funds, domestic as well as foreign, 
to the capital market, thereby increasing the 
demand for equities and further widening 
the supply-demand gap. 

There are quite a few proposals which are 
of special relevance for the stock market as 
they have a significant bearing on the 
outlook for equities. With private mutual 
funds now placed on par with these in the 
public sector in tax matters, several industrial 
houses and merchant banks are planning to 
promote mutual funds. Resources mobilised 
by these funds are bound to increase the de¬ 
mand for equities and the entry of private 
mutual funds will also bring about a quali¬ 
tative change in market activity. The exemp¬ 
tion of financial assets from wealth tax 
should stimulate investment in shares and 
debentures. The likely decline in the hoar¬ 
ding demand for gold because of easy 
availability through official channels should 
release funds for productive deployment. 
The decision to do away with government 
control over capital issues including pre¬ 
mium fixation is a welcome development for 
the capital market. It would be interesting 
to watch how premiums on capital issues will 
be fixed. 

The permission to companies with a good 
track record to issue convertible debentures 
or equity to investors abroad and to extend 
these issues the same tax benefits as are 
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Feb 28 

heb 29 

March 3 

Low 

1992 

High 

I’cr Ceni 
Change 

Low 

1991 

High 

Per Cent 
Change 

BSE indices; 

Sensitive 

1957.3 

2759.2 

3017.7 

3472 8 

1949.3 

3472.8 

T 78.2 

956.1 

1924.2 

+ 101.2 

National 

905.3 

1246.2 

1333.2 

1549 9 

905.3 

1549 9 

♦ 71.2 

498 3 

917 1 

+ 84.0 

Economic Times indices 

Bombay 

II03.I 

1421.4 

1474.6 

1731 2 

1100.4 

1731.2 

-♦57.3 

587.0 

1081.8 

+ 84.3 

Calcutta 

696.6 

955.6 

992.8 

10719 

676.6 

1071.9 

■♦58.4 

453.7 

717.7 

+ 58.2 

Delhi 

634.7 

758.3 

780.6 

907 4 

590.0 

907.4 

+ 53.8 

306,7 

637.9 

+ 108.0 

Madras 

1157.3 

1564.3 

1598.7 

1958.3 

1157.5 

1958.3 

+ 69.2 

660.9 

1222.7 

+ 85.0 

Ahmedabad 

417 1 

610.1 

628.4 

693 7 

413.0 

693.7 

+ 68.8 

255.5 

428.8 

• + 67.8 

All India 

891.3 

1157.8 

1195.0 

1374 1 

888.0 

1374.1 

+ 54.7 

513.2 

884.0 

+ 72.3 

Financial Expres.s indices 

Bombay 

1831.2 

2483.9 

2664.4 

3058 6 

1870.5 

.3058 6 

+ 63 5 

%8.17 

18.38.17 

+ 89.9 

Alt India 

1506.8 

2093.9 

2192.8 

2582.7 

1501.5 

2582 7 

+ 72.0 

781 68 

1497 29 

+ 91.5 

Industries (Economic Times) 

Cotton textiles 

1053.5 

1357.8 

1414.9 

1612.4 

1050.9 

1612 4 

+ 53.4 

439.9 

1016.8 

+ 131.0 

Man-made fibres 

843.2 

738.5 

811.1 

943.6 

631.9 

943.6 

+ 49.3 

251 9 

662.8 

+163.0 

Basic metals 

1258.2 

1698.5 

1797.4 

2142.6 

1235.2 

2142.6 

+ 73.5 

745.8 

1258.8 

+ 68.8 

Transport vehicles 

541.4 

717.1 

679.5 

739.2 

528.3 

741.9 

+ 40.4 

398.8 

702.2 

+ 76.0 

Engineering goods 

859.8 

1026.1 

1042.8 

1106.1 

859.8 

1106.1 

+ 28.6 

597.0 

885.7 

+ 48.4 

Fniilisers and chemicals 

592.5 

804.2 

791.7 

912.8 

577.3 

912 8 

+ 58.1 

370.2 

626.0 

+ 69.0 

Pbarmateuticals 

797.7 

818.9 

845.6 

1044.1 

715.1 

1044.1 

+ 46.0 

324.3 

809.6 

+149.6 

Cement 

1061.0 

1603.5 

1644.5 

1840.3 

1045.6 

1840.3 

+ 76.0 

530.2 

1285.7 

+142.5 

Piper 

766.0 

953.0 

951.4 

1004.2 

734.7 

1004.2 

+ 36.7 

613.8 

840.3 

+ 36.9 

Tyres and tubes 

1024.7 

1331.6 

1343.9 

1859.8 

1020.6 

I8S9.8 

+ 82.2 

564.5 

1170.3 

+ 107.3 

Plod products 

1266.0 

1682.4 

17)5.2 

1912.4 

1227.6 

1912.4 

+ 55.8 

732.5 

1308.2 

+ 78.6 

Plantations 

798.4 

1336.2 

1429.7 

I552J4 

769.4 

1574.1 

+ 104.6 

615.6 

952.0 

+ 54.6 
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available for offshore mutual funds will 
enable domestic companies to tap the large 
pool of equity funds available abroad. Pen¬ 
sion funds abroad are also being allowed to 
invest in the Indian capital market with 
suitable safeguards against loss of manage¬ 
ment control. Partial convertibility of the 
rupee, the reduction in import tariff and the 
decision to introduce comprehensive amend¬ 
ments to the Foreign Exchange Regulation 
Act will not only help attract foreign invest¬ 
ment but also strengthen the competitiveness 
of Indian industries in the international 
market. Companies earning foreign exchange 
stand to benefit from partial convertibility. 
The new treatment of capital gains has the 
merit of favouring those whose capital gains 
accrue over a longer period. It is however 
difficult to assess the likely incidence of tax 
unless one gets to know the system of in¬ 
dexation for adjusting the cost of the asset 
for inflation. Phased reduction in Sl.R and 
the cut in the minimum lending rate should 
ease the availability of credit at lower cost 
benefiting industry as well as banks. The 
stock market can hopefully look forward to 
a reduction in corporate tax. The finance 
minister has clearly indicated that the rate 
of tax needs to be lowered and that he would 
effect the necessary change at the earliest 
after the detailed recommendations of the 
Chelliah committee on corporate taxation 
are received. Unquestionably the most 
bullish aspect of the budget is that it will 
greatly help augment the flow of investible 
funds to the capital market thereby providing 
a continuing boost to the demand for equities. 

With the view to minimising the risk of 
payments defaults in the wake of the un¬ 
precedented rise in prices in a matter of days, 
the stock exchange authorities in Bombay 
which had relaxed trading curbs on March 2 
decided at an emergency meeting two days 
later to ban forward trading in all the 86 
‘spccifled’ scrips and also imposed other 
restrictions. It is reassuring to be told by the 
executive director, M R Mayya, that the 
Bombay stock exchange is not facing any 
payment crisis as perceived in several 
quarters. While a similar view was expressed 
by the presidents and executive directors of 


the stock exchanges who met in Bombay on 
March 7 to assess the possible repercussions 
of the steep rise in prices, they decided as 
a precautionary measure to allow trading in 
all the specified scrips strictly on a delivery 
basis and ask members to progressively 
reduce their outstanding positions by at least 
15 per cent in every settlement. The BSE 
president is also reported to have opined that 
share prices had reached historic heights and 
these levels may not be sustained. 

The need for adequate steps to ensure 
smooth functioning of the market can 
scarcely be over-emphasised. But measures 
aimed at disciplining the market require to 
be clearly distinguished from those designed 
to check the rise in prices. By itself, the rise 
in equity prices is not a matter of concern, 
it should, in fact, be welcomed. On umpteen 
occasions, experts well acquainted with the 
functioning of the stock market have ques¬ 
tioned the just iflcation for the rise in prices 
in face of the worrisome economic situation 
anJ nave been proved utterly wrong. 

To cap It all, RBI governor Venkit|i- 
ramanan sounded a note of warning to 
speculators on March 9 that he would not 
hesitate to ask financial institutions to 
unload scrips in their possession if the cur¬ 
rent ‘crazy’ trend was not corrected. This 
warning was backed up by an emergency 
meeting the very next day of financial in¬ 
stitutions who were quick to respond to the 
governor’s call. The market encountered a 
fair amount of institutional selling on March 
10 and 11. with the UTI, LIC and CIC figur¬ 
ing as the main sellers. 

Within two days, the BSE sensitive index 
came down by -10.8 per cent from its post¬ 
budget high of 3,547.6 retracing 53.6 per cent 
of the rise from its pre-budget session clos¬ 
ing of 2,830.9 on February 29. During the 
same period, the BSE national index declin¬ 
ed by 7.1 per cent, retracing 40 per cent of 
the earlier rise. 

Rarely, if ever at all, has any RBI chief 
sought intervention by financial institutions 
to discipline the slock market. Financial 
institutions/mutual funds who are by now 
fairly well-versed in the science and art of 


investment and have also acquired ail the 
necessary operational skills itould not 
possibly be unaware of the goi^ps-on on the 
stock exchange. They arc always on the alert 
to capitalise every opportunity the emerging 
market situation has to offer. They do not 
therefore need to be told what to buy and 
sell and when. It is one thing to prescribe 
appropriate operational guidelines for in¬ 
stitutional investors. But asking them to 
intervene in the market is an entirely dif¬ 
ferent issue. 

The point made by RBI sources that 
Venkitaramanan had not issued any ‘direc¬ 
tive’ or ‘instructions' to financial institution^ 
means precious little and it cannot carry any 
conviction in the light of the sequence of 
events—-emergency meeting followed by 
institutional selling. While one would not 
like to lend ear to market gossip,* many 
market men have been heard saying that the 
statements by the SEBI chief, BSE president 
and the RBI governor expressing serious 
concern over the phenomenal surge in equity 
prices are in the nature of a subtle attempt 
to depress the market to salvage certain in¬ 
fluential bear operators under the guise of 
protecting ‘innocent’ investors. There ts a 
good deal of confused thinking about in¬ 
vestors. Operators who do buying and selling 
for short-term gains need to be clearly 
distinguished from those who lock up their 
funds in equities to earn dividends and 
benefit from capital appreciation. Neyer 
before have investors fared so well as over 
the past few years. 

Assessment of the outlook for equities is 
bound to vary with the individual percep¬ 
tion of the relevance of the conventional 
economic indicators for the stock market. 
But questioning the market’s collective 
wisdom can be an extremely hazardous and 
embarrassing exercise. The market price 
reflects not only the differing value opinions 
of many orthodox security appraisers but 
also the hopes and fears and guesses and 
moods, rational and irrational, of hundreds 
of potential buyers and sellers as well as their 
needs and resources—in fact, factors which 
defy analysis and for which no statistics are 
obtainable but which are nevertheless all syn¬ 
thesised, weighed and finally expressed in the 
one precise figure at which buyers and sellers 
get together and make a deal. This is the 
only figure that counts. 

It is true that speculative markets occa¬ 
sionally indulge in excesses.' But th^ also 
contain an in-built mechanism to correct er¬ 
rors of optimism and pessimism. The market 
offers ample opportunity to test one's views 
and there are big rewards for those who can 
read the market correctly. 

Considering the phenomenal surge in 
prices, the market could take a pause any 
time to allow technical factors to have their 
full play. The process of technical adjust¬ 
ment could also prove painful. There is no 
indication that the primary upward trend has 
spent its force. Odds are overwhelmingly in 
favour of the market seeking new peaks, 
with technical corrections imparting further 
strength to the market. 
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BSE indices 

Sensitive 

2759.2 

3547.6 

+ 28.6 

3163.7 

-10.8 

48.7 

National 

1246.2 

1552.2 

+ 24.6 

1422.5 

- 8.4 

42.3 

Financial Express 

Bombay 

India 

2483.9 

3083.4 

+ 24.1 

2775.9 

-10.0 

51.3 

2093 9 

2604.0 

+ 24.4 

2398.3 

- 7.9 

40.3 

Economic Times 

Bombay 

1421.4 

1731.2 

+ 21.8 

1546.6 

-10.7 

59.6 

Calcutta 

955.6 

1080.1 

+ 13.0 

1041.8 

- 3.5 

30.8 

Delhi 

758.3 

907.4 

+ 19.7 

891.4 

- 1.8 

10.7 

Madras 

1564 3 

2177.2 

+ 39.2 

2128.2 

- 2.3 

7.0 

Ahmedabad 

610.1 

715.5 

+ 17.3 

637.8 

-10.8 

73.7 

All India 

1157.8 

1400.0 

+ 20.9 

1305.9 

- 6.7 

38.8 
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COMPANIES 


Favoured Treatment 


business and industry have widely 
acclaimed the 1992-93 union budfet as path 
breakint. growth impdiing and'even epoch 
making. The stock market is in high hemcn, 
with share values skyrocketing after the 
budget, as the finance minister has annaunc- 
ed some specific incentives, including fiscal 
relief, for investments in shares and 
securities- Against the aplomb and approba¬ 
tion on all sides, however, the bud^ has 
brought particular cheer for two industries, 
nylon filament yarn and polystyrene. 

In polystyrene, import duties on raw 
material liuive been higher than the rate ap¬ 
plicable for flnished [Moduct. in nylon yarn, 
in addition to the caprolactum price moun¬ 
ting, there has remained in force a duty on 
import of this essential taw materials, while 
increases in exicse duty on yarn have become 
a burden. Thanks to the low rate of import 

Tile Week's Companies 


duty, 60 per cent of local consumption of 
polystyrene came to be met by imports and 
Polychem shut down production of general 
purpose polystyrene for a full one montth 
in May hist mr, while Hindustan Polymers 
closed the year 1990-91 with a lots of 
Rs 4.3 crore. 

The existing position of imports of raw 
material being costlier to make than of 
poiystyrene itself because of the rales of duty 
on raw material being higher (90 per cent 
for elM benezene and 37 per cent for 
styrene) compared to polystyrene (32.3 per 
cent) hat now been rectified. The duty on 
benraene itadf hat been reduced from 40 per 
cent to 23 per cent od valorem and on ethyl 
benezene from 90 per cent to 40 per cent dd 
valorem. So also on styrene monomer from 
43 per cent -f Rt 1,700 per tonne to 40 per 
cent ad valorem. The rates of duty on raw 


material imports now work out lower com¬ 
pared to 32.3 per cent for polystyrene. Excise 
duty on polystyrene has, however, been in¬ 
creased from 30 per cent to 40 per cent. 

Advantage for nylon niament yarn has 
come in two ways in the budget. First, with 
a reduction proposed in the rate of excise 
duty from Rs 63 per kg to Rs SS per kg and, 
secondly, with a reduction in import duty 
on caprolactum from 80 per cent to 30 per 
cent. Announcing the reductions, the finance 
minister said in his budget speech that they 
were proposed because “several units in the 
nylon filament yarn industry are passing 
'through difficult times”. 

Excise duties on synthetic fibre and yarn 
were iiKreased steeply in the wake of ihc 
Gulf crisis. Increases made by FACT in its 
caprolactum prices since October 1990 have 
amounted to Rs 20,000 per tonne of the 
material used in the manufacture of nylon 
filament yarn. Prices have been increased 
likewise also by the other caprolactum 
manufacturing company in the country, 
Gujarat State Fertilisers (GSFC). imports of 
caprolactum by the nylon filament yarn 
amount to 70 per cent df its present yearly 
consumption. 

Excise duty has been reduced, like in nylon 
filament yam, also on polyester filament 
yarn in the budget, the rate having been 
brought down from Rs 70 per kg to Rs 62 
per kg of PFY. 

On the other hand, on viscose staple fibre, 
the basic excise duty has been raised from 
Rs 10.30 per kg to Rs 12 per kg, and so also 
on viscose filament yarn from Rs 12 per kg 
to Rt 13 per kg and on acrylic fibre from 
Rs 9.24 per kg to Rs 12 per kg. Duty rales 
on polyester blended yarns arc beine 
rationalised at the same time. 

These changes in the rates of duty on 
synthetic and man-made fibre and yarn arc 
expected to result in a better balance obtain¬ 
ing in their prices to the advantage of the 
user textile industry, and particularly 
powerlooms and handlooms. 

MRF 

Gains of R and D 

THE year ending September 1991 resulted 
in higher sales and profits for MRF. This 
leading tyre manufacturing company, which 
spent nearly 2.26 per cent of its total turn¬ 
over towards research and development, has 
widened the range of tyres to include high 
technology products like aircraft tyres, OTR 
giant tyres, steel radial tyres and racing and 
rally tyres. The company achieved a growth 
of II per cent in net sales and 7.2 per cent 
in gross profits. However, there was a fall 
of 4.4 per cent in profits before tax due to 
an increase of 33.3 per cent in depreciation 
provision. Profits after tax fell nominally by 
0.4 per cent. Production and sale during the 
first three months of the current year record- 
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MRF Cochin Rc(liierie » Ptim Jaipratuuh Ind 
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1990* 1991 1990 1991 1990° 1991 1990 1991 


Incomf/rxpnses/ptvfHs 

Net sales 

Other income 

Raw maierials consumed 

l^>wcl and fuel 

Other manufacrunni expenses 

Labour cost 

Other expenses 

Operating profits 

Imercsi charges 

Gross pronis 

Depreciaiion 

Profits before tax 

Tai^ provision 

Profits after lax 

Dividends 

LiaMilifs/assrls 

Paid up capiial 

Reserves and surplus 

Long term loans 

Short term loans 

Other liabilities 

Gross fixed asseis 

Accumulated depreciation 

Inventories 

Of which finished goods 

Receivables 

Loans and advances' 

Cash and bank balances 
Investments 
Other assets 
Total liabilities/asseis 
Key finerciel moot 
'ntmover ratio 
Return on sales 
Return on invesimemv* 
Return on equity (Xii) 

Earning per share 
Dividend (%) 

Book value per share (Rs) 
Current market pruje 
P/E miio 


2SM8 

57470 

133707 

148864 

264 

475 

1079 

1169 

16137 

33410 

119733 

I32IIO 

802 

1974 

791 

763 

2036 

3881 

1399 

1535 

1485 

2835 

639 

758 

3390 

8050 

873 

2188 

1509 

8016 

II103 

12886 

910 

2446 

1198 

1296 

2599 

5570 

9905 

11590 

795 

2120 

1679 

1906 

1804 

3450 

8226 

9684 

850 

1550 

1350 

3600 

954 

1900 

6876 

6084 

116 

289 

1441 

1447 

386 

386 

6891 

6893 

6325 

7935 

13651 

18288 

6263 

8097 

11995 

II6I2 

6485 

7972 

2259 

764 

10982 

9394 

20630 

I52SO 

17650 

22049 

36356 

42290 

6908 

8953 

11699 

13542 

8766 

8903 

9610 

13386 

5259 

5480 

4137 

4344 

6641 

6629 

16849 

7776 

2537 

2833 

4137 

1750 

1351 

1649 

1^6 

Ilia 

397 

665 

17 

29 

7 

9 

— 

— 

30441 

33784 

55426 

52807 

1.70 

1.70 

2.41 

2.82 

10.04 

9.69 

7.41 

7.79 

17.08 

16.49 

17.87 

2195 

28.44 

22.83 

33.47 

24.16 

49.48 

49.27 

99.78 

88.26 

3.00 

6.00 

21.00 

21.00 

174.53 

215.79 

298.10 

365.33 

— 

700.00 

— 

1300.00 

- 

14.21 

— 

13.03 


10158 

9873 

29192 

36139 

100 

239 

1794 

J2555 

5919 

4881 

662 

654 

378 

358 

1827 

1953 

404 

324 

13698 

20947 

2727 

2242 

2527 

2132 

1071 

1061 

5127 

9612 

1130 

1085 

7842 

IU5I 

233 

275 

3592 

5013 

897 

810 

4250 

7638 

207 

169 

2216 

3826 

690 

641 

2034 

3812 

332 

291 

330 

— 

358 

350 

1704 

3812 

234 

234 

990 

1050 

1172 

1172 

6600 

vrm 

1682 

1788 

5852 

8615 

100 

763 

27070 

32001 

1806 

1377 

15275 

25106 

1506 

1864 

14850 

17080 

2783 

3047 

46800 

55643 

1622 

1764 

8563 

10520 

3084 

2997 

9151 

5376 

2284 

2123 

2153 

1408 

863 

1143 

11102 

27521 

861 

1246 

6085 

6378 

32 

30 

2848 

2950 

265 

265 

644 

183 

— 

— 

1580 

2270 

6266 


69647 

89801 

1.22 

142 

0.42 

040 

8 83 

820 

14.56 

21 14 

10.74 

1163 

610 

8.HI 

9.41 

1182 

1368 

24 41 

2.29*'' 

298 

2 58 

544 

1.50^ 

200. 

1 50 

I HI 

24.35 

25 86 

17.39 

2092 

— 

162.50 

— 

151.25 

— 

54.53 

— 

27.80 


a for 9 months, b for 16 tnonihs, c an annualised basis. 
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ed a growth of 23.2 per cent and 10.9 per 
cent mpectively over the corresponding 
period of previous year. Even so the com¬ 
pany fears that the recession in the 
automobile sector may adversely affect the 
workings of the tyre industry as a whole. 

During the year under review, the com¬ 
pany produced 38.66 lakh automobile tyres 
resulting in capacity utilisation of 53.7 per 
cent. Capacity utilisation in the previous 
year had been 7S.4 per cent on an annualis¬ 
ed basis. Fall in capacity utilisation was 
mainly due to increase in installed capacity 
and an industrial dispute in the Kottayam 
unit. The company also produced 21.61 lakh 
automobile tubes. Here also capacity utilisa¬ 
tion was reduced to 36.6 per cent from 86 
per cent in the previous year due to more 
than doubling of installed capacity. 

The company plans to diversify into con¬ 
veyor belting, speciality surface coating and 
leather. Tfial production of conveyor belting 
is expected to commence shortly. Commer¬ 
cial marketing of speciality surface coating 
commenced during the year under review. 
The 100 per cent export-oriented leather 
division reached full capacity production of 
raw leather'after the amalgamation of 
Aruna Leather and Export with the com¬ 
pany. The division is planning diversifica¬ 
tion into finished leather goods such as 
travelling bags, garments, etc 

COCHIN REFINERIES 

Low Cost Expansion 

THE companycontinued to show excellent 
performance in 1990-91. It achieved a major 
breakthrough in production, capacity utilisa¬ 
tion, turnover and profits and is planning 
for diversification into petrochemicals, in¬ 
volving processing of reFinery products in¬ 
to chemicals for coihmercial use. With k 
decline of 8 per cent in turnover and 66 per 
cent in net profits, the performance of the 


company in the first half of 1991-92 was not 
so encouraging. 

The refinery processed 5.006 million ton¬ 
nes of crude oil in 1990-91 as against the 
design capacity of 4.50 million tonnes, 
yielding a capacity utilisation of 111.2 per 
cent against 102.6 per cent in the previous 
year. It also achieved record production of 
various petroleum products lilw LPG, motor 
spirit and high sp^ diesel (HSD). It pro¬ 
duced 1.80 lakh tonnes of LPG, 5.02 lakh 
tonnes of motor spirit and 21.06 lakh ton¬ 
nes of HSD. 

Net turnover showed an increase of 11.3 
per cent in 1990-91. Cross profits improved 
by 17 per cent while profits before tax 
registered an increase of 17.7 per cent. 
However, net profits dwindled by 11.5 per 
cent due to a sharp increase in tax provision 
by 166.7 per cent. The turnover ratio improv¬ 
ed from 2.41 to 2.82 in 1990-91. 

The company has ambitious plans for 
growth. It proposes to take up low-cost ex¬ 
pansion of capacity of the refinery from 4.5 
mn Ipa to 7.5 mn tpa at an estimated cost 
of Rs 460 crore. It also plans to increase 
benzene production capacity to 2.10 lakh 
tonnes from 0.87 lakh tonnes at a cost of 
Rs 300 cTOie. The company proposes to pro¬ 
mote a Joint venture company with Balmer 
Lawrie for producing polybutenes. The pro¬ 
posed project will have a capacity of 5,000 
tonnes of polybutenes. The project, costing 
Rs 18 crore, is expected to be completed by 
June 1993. 

PFIZER 

Awaiting Price Policy 

THE company registered encouraging per¬ 
formance in 1990-91. With an increase of 
29.6 per cent in net sales on an annualised 
basis, gross profits and profits before fax 
rose by 20.4 per cent and 23.8 per cent 
respectively over the previous year. The 


growth in net profits was 30.1 per cent. 
However, the company suffered a sharp fall 
of il6 per cent in net profits despite an in¬ 
crease of 20 per cent in net sale during the 
first half of 1991-92.* This was mainly due 
to the advefsc impact of tpifalling prices of 
raw materials not fully compensated by in- 
credse in prices^f epd products. 

The company’s n^ufactu'ring activities 
at Thane,'Chandigarh and Kalyan record¬ 
ed improvements in ploducfion and produc¬ 
tivity. The continuing emphasis on moder¬ 
nisation enabled the company’s various 
plants to operate at efficient levels. The com¬ 
pany continues to be the market leader in 
many key product categories like tetranycine 
and inti^uced new products like tasigyn 
and terTamycin-500. The company also 
established its leadership position in animal 
health products. 

The drug industry’s margin came under 
pressure during the first half of 1991-92 
despite increase in sale According to Pfizer, 
funds management became a challenge and 
special efforts were made to generate work¬ 
ing capital at minimal cost. Minimising in¬ 
ventory levels of finishSd goods and raw 
materials was emphasised. However, the 
company looks forward to a pragmatic pric¬ 
ing policy and progressive liberalisation on 
all fronts to ensure growth. 

JAIPRAKASH INDUSTRIES 

Rapid Diversification 

THE company turned out good results for 
1990191. I^rformance in the first half of 
1991-92 has also been encouraging.. 

The company’s operations are sprTOd over 
a wide range of activities. Starting with the 
execution of capital-intensive contnet jobs 
at home and abroad, the combany has gone 
into the production of cement. It now plaru 
to enter hotel business afid the poarer sector. 

Net revenue recorded an increase of 23.8 




UNICHEM 

TnMrmehRmrnaoakcis 


LABORATORIES LTD. 

s V RMS. Josfsmrssi.ioaMrrsi nr 

' BORRBAV • OHAZIASAO • SOMA 


494 


Economic and RoUtkal ^feefcly Mardi 7-14, 1992 





per eent over itw previous year. Operaiint 
proTits also spurted by 61.3 per cent. Despite 
an increase of 39.6 per cent in interest 
charges, gross profits improved significant¬ 
ly by 79.7 per cent. Profits before tax rose 
by 72.7 per cent and profits after tax more 
than doubled during the year under review 
due to absence of tax provision. In the first 
half of 1991-92 net sales at Rs 228 crore 
recorded an increase of 23 per cent over the 
corresponding period of the previous year. 

Several projects undertaken by the com¬ 
pany were in various stages of implementa¬ 
tion in 1990-91. The company is presently 
engaged in executing five concrete dams and 
two underground power houses simul- 

IN THE CAPITAL MARKET 

Suryajyoti Spinning 

HYDERABAD’S Suryalakshmi Group 
of L N Agarwal and B N Agarwal has 
in its fold three textile mills already. 
These are Suryalakshmi Cotton Mills, 
Suryavanshi Spinning Mills and Surya- 
lata Spinning, which with their latest 
recorded turnovers for the year 1990-91 
respectively of Rs 24.97 crorc, Rs 20.37 
crore and Rs 13.25 crore have substantial¬ 
ly contributed to the group’s total turn¬ 
over of Rs 100 crore. The group has also 
another company, called Suryavanshi 
Finance and Investments, while it has 
added now one more textile company by 
the name Suryajyoti Spinning Mills in the 
field of manufacture of cotton yarn with 
an installed capacity of 13,120 spindles. 
Suryajyoti Spinning Mills is now offer¬ 
ing for subscription to the public 
37,05,000 equit y shares of Rs 10 each for 
cash at par, the list for which is opening 
on March 16. Promoted by L N Agarwal, 
Suryajyoti Spinning Mills is expending 
on Its project an outlay of Rs 10.60 crore, 
Rs 6.20 crore of it on plant and machi¬ 
nery secured indigenously. The project is 
located near Raichur which is a major 
cotton trading centre in Andhra Pradesh. 
The Suryalakshmi group’s existing three 
textile mills are listed companies. They 
paid dividends ranging from 13 percent 
to 25 per cent for the year 1990-91. The 
group’s turnover is projected to reach 
Rs 150 crore by the year 1995. The in¬ 
crease is to result also from expansions 
proposed of the existing companies. 

Weldflux India 

WELDFUJX INDIA is a new company 
promoted in Hyderabad by a technocrat, 
S Vijaya Bhaskar, who is its managing 
director. It is enteriiig the capital market 
on March 20 with a public issue of 22 
lakh equity shares of Rs 10 each (Rs 2.20 
crore) for subscription at par. The com¬ 
pany is setting up a Rs 7.3 crore project 
for the manufacture of submerged arc 
welding fluxes with an installed capacity 
of 3,000 tonnes per annum. It has entered 
into technioai collaboration with Sau- 
vageou Commetcy Sodure of France. 
Under the collaboiation agreement, the 
French company has undertaken to buy 


taneoualy. df the ongoing works, Ow 
Chamera dam is nearing completion. Out 
of the contract value of Rs 97 crore, work 
worth over Rs 82.6 crore was already com¬ 
pleted. Similarly, the work on the'Sardar 
Sarovar concrete dam and underground 
river-based power house, which together cost 
Rs 360 crore, were progressing well. Phase 
I of Tehri dam was completed in October 
1990 at a cost of Rs 16.2 crore. Phase II, of 
a value of Rs 27.3 crore, was also completed 
as on June 1991. The technical training com¬ 
plex at Baghdad in Iraq was completed while 
work on the Basrah sewerage scheme stage 
111 was making steady progress when the 
Gulf hostilities broke out. The company has 


back 80 per cent of Weldflux India’s pro¬ 
duction at minimum stipulated net pro¬ 
fits for the company. The arrangement 
is to result thus in exjrort of value added 
products. 

Onida Savak 

ONIDA SAVAK of the Onida group is 
making a siniultaneous issue of equity 
shares and convertible debentures for an 
aggregate amount of Rs 7.40 ctote, open¬ 
ing subscription lists on March 12. The 
equity issue comprises offer of 7.50 lakh 
shares of Rs 10 each for subscription at 
a premium ofRs IS per share, making 
a total of Rs 1.87 crore. The balance issue 
of Rs 5.33 crore is in debentures of a face 
value of Rs 100 for conversion into equity 
shares of Rs 10 ai a premium of Rs IS, 
Rs 50 first into two shares six months 
from the date of allotment, and the 
balance Rs 50 after a period of 18 
months. Onida Savak’s sales increased 
from Rs 5.75 crore in 1988-89 to Rs 37 
crore two years later in 1990-91 and so 
also pre-tax profit correspondingly from 
Rs 33 lakh to Rs 2.89 crore. Current 
year’s first-half sales have recorded a rise 
from Rs 10.36crore in the six months of 
the previous year to Rs 22.54 crore, with 
pre-tax profit amounting to Rs 1.74 crore 
against Rs 1.43 crore previously. The 
company is in the capital market to raise 
funds for a project of upgrading facilities 
for the manufacture of its colour TV sets 
and washing machines, the fruits of 
which are expected accruing by October 
1992. The project is to entail an outlay 
of Rs 25.57 crore. Dividend was paid last 
on equity shares at the rate of 17 per cent 
per annum. 


Indo Asian Fusegear 

PROMOTED by the two technocrats, 
V P Mahendru and P K Ranadc, who 
both have had a long experience in swit¬ 
chgear technology and in the manufac¬ 
ture of electric control systems, Indo 
Asian Fusegear is coming to the capital 
market on March 21 with a public issue 
of 23,73,000 equity shares of Rs 10 each 
(Rs 2.37 crore) for subscription for cash 
at gar. This is an existing company, earn- 


raised bills of damage amounting to Iraqi 
dinar 39.39 million, equivalent to Rs 248.39 
crore, under ECGC cover. 

Cement production was lower at 8.80 lakh 
tonnes in 1990-91 compared to 10.44 lakh 
tonnes in the previous year due to shortage 
of power and coal and also shut down of 
the plant for a month. There was aq increase 
in revenue from.Rs 121.88 crore to Rs 130.63 
crore due to higher unit value realisation. 

The company proposes to set up a ‘five 
star holiday resort' at Mussoorie at a cost 
of Rs 12 crore. The project is making steady 
progress. The company also plans to set up 
a convention centre-cum-five star hotel on 
the Fatehpur-Agra road. 


ing profits and paying dividend. The 
equity issue is towards a modernisation- 
cum-expansion programme involving an 
outlay of Rs 4.50 crore. The company has 
three plants running, two in Haryana and 
one in Punjab. It has employed technical 
know-how of German companies, of 
Heinrich Kopp for the manufacture of 
miniature circuit breakers, of Deopke and 
Co for the manufacture of earth leakage 
circuit breakers, and of Wickmann for 
the manufacture of high rupture capacity 
fuse links. It has also secured from EFEN 
of Germany and technology lor the 
manufacture of specialised HRC luses 
used in protection of transformers, semi¬ 
conductors, motors, mining equipment 
and cables. The company is expanding 
existing production capacity of miniature 
circuit breakers from 30 lakh to 50 lakh, 
of HRC fuses from 15 lakh to 30 lakh, 
and of earth leakage circuit breakers 
from 5,(XK) to 50,(X)0 pieces. Results for 
1990-91 showed a 62 per cent accretion 
in sales and of 115 per cent in net profit. 


American Dry Fruits 

FCX)D companies are presently top-of- 
the-table for investors Two of them 
entering the capital market—Integrated 
Rubian Exports on March 9 and NEPC 
Agro Foods on March 18—were men¬ 
tioned in the last issue. American Dry 
Fruits, making a capital issue of Rs 4.10 
crore in equity shares of Rs 10 each at 
par to the public, is one more, having 
.opened the lists for subscription on 
■March 11. The firm is a recognised ex¬ 
port house with a turnover of Rs 21.03 
crore recorded during the year 1990-91. 
American Dry Fruits, according to its 
managing director, Ramesh H Thakkar, 
plans to manufacture and process a wide 
range of processed vegetables, food and 
fruits and market it in cans and bottles, 
apportioning production on a 50:50 basis 
brt w ee n the domestic and oepon markets. 
The project covers manufacture of 12,000 
tonnes per annum of canned products 
for an outlay of Rs 7.70 crore, financed 
up to Rs 7.20 crorc with equity funds, 
and IS to commence production at 
Hadiad in Kheda district m Gujarat from 
April this year. 
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RANDOM REFLECTIONS 


Income, Taxation, Investment and 
Black Money 

Arun Ghosh 

The Quick Estimates of national income for 1990-91 highlight the 
fact that the growth of income—other than in the agricultural 
sector (which is tax-free anyway)—has been very significantly in 
the form of untaxed income or black money. This has vital 
implications for economic policy-makers and for the current 
efforts at the restructuring of the economy. 


THE ‘Quick Estimates’ of national 
income and related aggregates for 1990-91 
have just been released by the CSO. These 
estimates should come as a boon to a 
harassed Finance minister who is required 
to show a Fiscal deFicit of 6.3 per cent in 
1991-92 to the IMF. The Quick Estimates 
show a much higher growth of the GDP 
in 1990-91 than earlier projected in the 
Economic Survey (for 1990-91) and also 
in the Annual Report of the Reserve Bank 
of India. 

Why is it likely to help the finance 
minister? It is simple: the higher the 
denominator, the lower is the percentage 
of ail government transactions in the 
economy. Or put it this way. The Annual 
Report of the Reserve Bank put the GDP 
in 1990-91 (at market price) at Rs 3,18,300 
crore. The CSO now puts this Figure at 
Rs 3,29,337 crore—an increase of more 
than Rs ll,0(X) crore. If the nominal GDP 
in 1991-92 increases by, say, 16 per cent 
(assuming a growth rate of 4 per cent and 
inflation at 12 per cent at a minimum) the 
nominal growth of the GDP will be much 
higher than assumed earlier. (In fact, if 
inflation turns out to be higher, the 
nominal GDP would be even higher.) The 
1991-92 GDP, on the assumption of 
growth between 3 and 4 per cent and 
inflation between 13 and 12 per cent, 
would be Rs 6,24,263 crore. At 6.3 per cent 
of this figure, the fiscal deficit can then 
be as large as Rs 40,377 crore, as com¬ 
pared to Rs 37,727 crore stated in the 
budget—a clear possibility of Rs 2,830 
crore additioiial dcFicit, as compared to 
the budget, in relation to the commitment 
made to the IMF. How can the Finance 
minister not be pleased with a factor so 
favourable to his claim that be would con¬ 
tain the Fiscal deFicit to 6.3 per cent of the 
GDP? 

Of course; the higher Figure of the GDP 
puts the total of taxation (and particularly, 
of direct taxation) as a proportion of the 
GDP in an unfavourable light, but that 


is another matter. In fact, the IMF/World 
Bank can even be told that the govern¬ 
ment is now making a smaller draft on 
private income, and that ought to please 
the exponents of the ‘market economy*. 
Less government intervention is now the 
password. The Finance minister should be 
quite pleased with the performance of the 
department of statistics, if not of the 
economy. 

Even at the cost of taxing the reader’s 
patience, some implications of the Quick 
Estimates put out by the CSO need to be 
examined. As per the CSO document, the 
index of agricultural production (prepared 
by the ministry of agriculture) shows a 
growth rate of only 2.6 per cent in 1990-9). 
The index of industrial production (per¬ 
taining to large and medium industries, 
prepared by the ministry of industry) 
shows a growth rate of 8.3 per cent in 
1990-91, the weightage of agriculture and 
organised (or registered) manufacturing 
industry in the GDP during 1989-90 being 
28.9 and 11.3 per cent respectively. The 
weighted average growth rate of agri¬ 
culture and organised industry thus works 
out to no more than 4.9 per cent in 
1990-91. This is as per independent 
estimates. 

There are two points one has to 
remember about the national income 
estimates of India. First, regular annual 
output estimates are available only for the 
major crops, large and medium industries 


Gross capital formation 
Construction 

Machinery and equipment' 
Stocks 

Net domestic product 
Private final consumption 


and a few other organised sectors like the 
railways, communications, banking and 
insurance, and government administra¬ 
tion. For the rest, the estimates are partly 
based on estimates of the worltforce (as 
per the 1981 Census so far, the 1991 
Census results not being available in such 
detail yet), this workforce being assumed 
to grow at the same rate as over 1971-81; 
various ‘bench-mark’ estimates pertaining 
to some activities, and certain ‘indicators’ 
in regard to activity/income in certain 
other sectors. 

Secondly, the contribution to the GDP 
of the sectors for which annual estimates 
are available (namely, agriculture, oiganis- 
ed industry, electricity, gas and water 
supply, railways, communications, 
organised banking and insurance, and 
public administration) was only 33.1 per 
cent of the total. In fact, even within some 
of these sectors (e g, in agriculture), there 
are large uncertainties as to output 
estimates. Crop cutting experiments are 
underuken only for the major crops; for 
the others, the estimates arc ad Hoc. For 
some states, even the estimates of the crop 
area are open to grave doubt. However, 
that again is another matter. All this is not 
to decry or belittle the CSO estimates. In 
fact, the CSO has been performing a 
heroic job in a government which is 
basically insensitive to the need for data 
collection and its analysis; the CSO is a 
neglected organisation, and the depart¬ 
ment of statistics is a dumping ground (or 
resting place) for a secretary not wanted 
anywhere else. However, that again is yet 
another matter. 

Let us assume that 33 per cent of the 
GDP estimates have a firm basis; the 
growth in these sectors may be assumed 
to be reasonably correctly estimated, never 
mind the evidence of the indices of 
agricultural and industrial product. On 
the basis of their 1989-90 weights (or 
percentage contribution to the GDP), and 
their sectoral growth rates as given in the 
Quick Estimates, the average GDP growth 
rate (in the sectors mentioned earlier) 
works out to 3.3 per cent in 1990-91. This 
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ilnpHes that for the average OOP growth 
to be 6 per cent, the rest of the sectors 
would have had to register a real growth 
rate higher than 6.85 per cent in 1990-91. 

The CSO must, of course, have a good 
basis for these estimates. It is, indeed, 
possible that trading incomes ate going up 
by leaps and bounds, judging from the 
spurt in consumer prices. It is therefore 
not unlikely that aggregate GDP is grow¬ 
ing at 6 per cent per annum. Its distribu¬ 
tion is another matter. One has also to 
note that the CSO estimates give a 
nominal growth rate of 17.7 per cent in 
the aggregate GDP during 1990-91. For 
thr sectors for which annual output 
ngures are available, the nominal growth 
rate—on a weighted average basis—was 
18.3 per cent in 1990-91; this implies that 
the sectors for which annual estimates are 
not available would have recorded a 
nominal growth rate of some 17 per cent 
in 1990-91. 

This is where a genuine problem arises. 
How does one deflate the income from 
trade? Where the trader is making a kill¬ 
ing by raising prices of the stocks held by 
him, on occasion creating artificial shor¬ 
tages, does one deflate hts nominal 
income by the Consumer Price Index or 
the Wholesale Price Index (which he 
himself is manipulating)? if stocks are to 
be deflated by the price index of the com¬ 
modity held in stock—which is the usual 
procedure in the valuation of corporate 
inventories—the profits of the trader (in 
real terms) can be very significantly 
understated. Recent proposals for the revi¬ 
sion of the UN System of National Ac¬ 
counts make some odd suggestions in 
regard to the treatment of trading profits, 
but one need not go into those theoretical 
issues here. Suffice it to mention that it 
IS difficult, if not impossible, to 
distinguish between trading profits and 
capital gains from an increase in the value 
of inventories—as suggested in the UN 
proposals—especially because the UN 
proposals also purport to suggest that 
every single act of purchase/sale is a 
‘market determined’ transaction. (The 
above is a digression intended only to in¬ 
dicate the difficulty of deflating trading 
incomes.) 

Given the above theoretical con¬ 
straints—as well as limitations of available 
data—it is entirely possible that trading 
incomes which our tax net' is unable to 
cover are increasing more rapidly than 
income from both primary and .secondary 
production. 

The other point of relevance that 
follows from the above discussion is that 
the increase in money income implicit in 
the CSO estimates is nowhere reflected in 
the collection of the personal income tax. 
The total of personal income tax in 


1990-91 (as per the Revised Estimates 
given in the current year’s budget) 
amounted to a measly Rs 5,560 crore, 
actual collection of income tax during 
1989-90 being Rs 5,004 crore (vide, RBI 
Bulletin, January 1992; since now the 
budget has ceased to give the accounts of 
the earlier year). The collection of income 
tax at Rs 5,560 crore may also be com¬ 
pared to the disposable personal income 
in 1990-91 (as per the Quick Estimates) 
of Rs 4,29,()42 crore, or just 1.3 per cent 
of the total disposable personal income 
in the country. More importantly, dis¬ 
posable personal income recorded an in¬ 
crease of 19.5 per cent in 1990-91 over 
1989-90 (Quick Estimates). The increase 
in personal income tax collection was 13.5 
per cent. 

All these details arc doubtless somewhat 
boring. If they are nevertheless given here, 
it is to highlight the fact that the growth 
of income—other than in the agriculture 
sector (which is tax-free)—has been quite 
significantly in the form of untaxed 
income, or black money as it is sometimes 
called. In fact, there is some evidence that 
the incidence of excise duty-evaded out¬ 
put of large and m^ium industries is 
growing; and this would also lead to 
growth of income not covered by the in¬ 
come tax net. Thus, an increase of 6 per 
cent in the teal GDP growth is well within 
the bounds of possibility; but what 
emerges is that we are either unwilling or 
unable to collect the taxes due on the in¬ 
creased income. The enormous growth of 
black money-estimated some time back 
at Rs l,(X),000 crore by The Economic 
Times, Delhi-indicates the size and 
nature of the problem, since the income 
generated from black money may not even 
figure in the CSO estimates of the GDP. 

Thus, while the finance minister may 
feel happy that the CSO estimates of the 
GDP may save him from the embarrass¬ 
ment of not keeping to his promise of get¬ 
ting the fiscal deficit down to 6.5 per cent, 
he must also realise that the tax collection 
by the department of revenue over which 
he presides has signally failed to rise pari 
passu with the increase even in the 
recorded national income in money terms, 
indeed, the total of all taxes declined from 
17.4 per cent of the GDP in 1989-90 lo 
17.1 per cent of the GDP in 1990-91. All 
in all, untaxed money has been increas¬ 
ing at a phenomenal rate. 

iNvt siMbNi AND Saving 

Let us turn lo the issue of macro 
balance, or the lack thereof, as emerging 
from the Quick Estimates. The gap bet¬ 
ween domestic investment and domestic 
saving has gone up from 2.4 per cent of 
the GDP in 1989-90 to 2.7 per cent of the 


GDP in 1990-91. This is, of course, an old 
story. 

One must register a protest that the 
CSO has suddenly stopped giving the 
details of the components of saving; thus 
there are no figures of private corporate 
saving, though it is difficult to understand 
why, since these estimates are usually 
framed by the Reserve Bank of India, 
which had given this figure in its Annual 
Report some six months back. (Of course, 
the figure as a percentage of the GDP— 
which is now estimated to be more than 
as per the RBI estimate—would go down, 
yet it is difficult to understand how 
‘private saving’ can be estimated without 
the components thereof being estimated.) 

Let us take a look at private consump¬ 
tion as a percentage of personal dis¬ 
posable income. (The distinction between 
private consumption and personal con¬ 
sumption being essentially theoretical in 
India, since private consumption is 
derived as a ’residual’; and there is no 
separate estimate available of private non- 
profit-making institutions’ income or con¬ 
sumption or investment.) The percentage 
declined from 87.8 in 1980-81 to 82.8 in 

1989- 90 and again lo 79.7 in 1990-91. The 
‘residual’ is 12.2 per cent in 1980-81, 17.2 
per cent in 1989-90, and 20.3 per cent in 

1990- 91. If we deduct private corporate 
saving from these figures, household sav¬ 
ing as a percentage of disposable personal 
income would emerge as 10.5 per cent in 
1980-81, 15.1 per cent in 1989-90, and 
either 18.2 per cent or 18.3 per cent 
(depending on whether corporate saving 
is taken as 2.1 per cent or 2.0 per cent of 
the GDP) in 1990-91. 

Household saving, thus, is seen to have 
registered a remarkable growth in 1990-91. 
One will have to await the ‘White Paper’ 
on National Income to know whether 
these savings have grown mainly in terms 
of financial assets or physical assets, and 
in the case of the former, the form in 
which these assets arc being held. 

Though details of the form of saving 
are not available, a break-up of investment 
is available. Of the total investment in the 
country, agriculture accounted for 18.9 
per cent in 1980-81. The percentage came 
down to 11.1 per cent in 1989-90, and fur¬ 
ther to 10.8 per cent in 1990-91, which is 
a matter of serious concern. The share of 
construction remains generally stable; it 
was 12.3 per cent in 1980-81, went up to 
13.1 per cent in 1989-90, but came down 
again to 12.3 per cent in 1990-91. The 
significant change occurred in manufac¬ 
turing wherein investment has increased 
from 18.7 per cent of the total in 1980-81 
to 28.1 per cent in 1989-90 and further to 
28.8 per cent in 1990-91. 
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.. The Quick Estimates do not give details 
of the financing of this increased invest¬ 
ment in manufacturing. However, the 
Annual Report of the RBI indicates both 
significant increases in equity raised from 
the market as well as in loans advanced 
by the term lending institutions. Retained 
profits of the corporate sector increased 
only very slowly, and stood at 2.1 per cent 
in 1989-90. The Quick Estimates do not 
indicate the figure of 1990-91. 

On an aggregate basis, household sav¬ 
ings in the form of financial assets have 
gone up sharply. It would appear, pnma 
Jacie, that part of the increased money 
supply—arising from mounting govern¬ 
ment budgetary deficits—has been kept 
in the form of bank deposits, which have 
been growing at a fast pace, and which in 
fact, explains the relatively higher percen¬ 
tage growth of Mj as against the percen¬ 
tage growth of M,. Obviously, this has 
certain implications as to the distribu¬ 
tional aspects of the growth of income 
(and savings arising therefrom), and point 
to the possibility of increasing inequalities 
in the economy. However, this hypothesis 
is really based on data up to 1989-90, and 
not on the Quick Estimates, which give 
no break-up of either savings in financial 
and physical assets, or savings in urban 
and rural areas. 

The price indices obtained from the 
national income data, as per the Quick 
Estimates, are revealing, and indicate a 
reversal of a long-standing trend of capital 
goods prices increasing faster than all 
other prices. (This was observed from 


around the mid-dOs, and was specifically 
commented on by the Raj Committee on 
Savings in 1982. See RBI, Report of the 
Working Group on Savings, 1982.) The 
figures are worth reproducing in their 
entirety (see the table). 

It is. of course a little queer that the 
increase in the index for capital formation 
is lower than the increase in all the com¬ 
ponents of capital formation; even though 
we are looking at percentage increases, the 
average increase cannot be lower than the 
percentage increases in all components, 
and there is perhaps some error in the 
computation of the average. Nonetheless, 
disregarding the overall index for gross 
capital formation, the indices for con¬ 
struction and for the prices of machinery 
and equipment show a slower growth than 
either the increase in the index for the 
NDP or for private final consumption. 
This reversal of past trends is both 
welcome and indicative of greater efficien¬ 
cy of the capital goods industries. The 
index for machinery and equipment is 
now lower than the index for the NDP as 
a whole (or for private consumption 
expenditure), with 1980-81 as the base 
year. 

Perhaps one should add one further 
word, with nuances both as to the 
methods of national income estimation 
and the policy implications of the national 
accounts. 

insofar as national income estimation 
is concerned, there is little doubt that our 
conventional procedures are no longer 
able to catch the significant increases that 
are taking place of late in service incomes. 


There is so much evidence of Micfc 
money—by way of fancy residential 
buildings (for which payment is now 
generally around 50:50 by ch^ue and in 
cash) and by way of the profusion of elitist 
consumer goods in all urban areas—that 
there is no doubt about the considerable 
under-estimation of trading incomes as 
well as income from professions (of 
lawyers, doctors, business services, etc). 
The extant methods of estimation of such 
incomes cannot possibly hope to catch the 
growth of tax evaded incomes in these sec¬ 
tors. Vlt must, therefore, think of in¬ 
novative ways for correcting our national 
accounts estimates, so that the available 
statistics may more closely reflect the 
reality. There is little merit in an ostrich- 
like attitude in regard to data collection 
as well as analysis of data. 

Equally, the lessons for economic 
policy-makers arc clean. If we cannot ad¬ 
dress the problem of tracking down and 
taxing black money, the present efforts at 
the ‘restructuring’ of the economy would 
turn out to be a dismal failure, for the in¬ 
creasing inequalities are likely to create 
such social tensions that law and order 
may become a major problem. Such an 
atmosphere is not congenial for increas¬ 
ed pr^uctivity, and the sooner our 
economic policy-makers realise this 
cardinal truth the better it would be for 
the country. Economic policy is of no 
worth if it is not anchored to the political 
economy of reform. 

Somewhere along the line it seems our 
economic policy-makers have lost track of 
this cardinal truth. 


A US-based Intsmatlonal agancy sponsoring development and emergency'assistance projects 
in seventy countries and supporting a large rural development program targeted to scheduled caste 
and tribal communities in India is seeking qualified professional staff for its Bombay Office. 

The office, which administers the agerxy's programs in rwrth artd central India, is expanding and is 
recruiting senior and middle level managers in its Development Activities department. 

SENIOR MANAGER - Development Activities: 

Tfie Senior Manager will be in charge of a team who will help the agency plan, approve, monitor and 
evaluate its program and projects in the Bombay zone. A new Senior Manager is needed to replace an 
American irKumbent, who will soon be transferred to another agency posting. 

The Senior Manager should have ten or more years of progressively responsible experience in the 
management of integrated rural development programs and appropriate academic qualifications 
Experience with international funding agencies is also desirable 

MANAGERS, ASSISTANT MANAGERS - Development Activities: 

These staff members will work with the Senior Manager in overseeing the agency's development 
assistance programs. The agency requires an engineer (civil, soil/water conservaoonj, an agriculturist 
and a small enterprise specialist to round out its development team. A minimum of 3 to 5 years of 
related experience and appropriate educational qualifkatioru are required of all applicants. 

If you are interested in any of the vacant posts, pfease send your detailed curriculum vitae, irKludtng 
present and expected salary to: 

GPO Box 1650, Bombay 400 001 
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Calcutta Diary 

AM 

A micro story encapsulating a macro tragedy: The young man 
thought he had a stake in this great nation's bright and dazzling 
future. He was cheated, and disillusioned. Thousands of such 
incidents arc occurring, day after day, in different parts of the 
country. One day in the not too distant future, a fearsome 
vendetta is likely to be organised on the young man's behalf, and 
on behalf of others similarly led up the garden path. 


A STRAIGHTFORWARD story, true to 
life, very much contemporary. 

About twenty years ago, the young man 
was well placed with an Indian shipping 
company. He was posted in Tokyo. He 
learnt fast the lingo and culture of the 
shipping business, just as he learnt enough 
of Japanese too, and was well started on 
the road to a successful, secure profes¬ 
sional career. But precisely because he was 
based in Tokyo, he was bowled over by the 
transformation sparked at about that time 
by microchips and integrated circuits and 
Japanese technological innovativeness. 
Software and hardware, satellite com¬ 
munications, combined with meticulous 
corporate planning In strategic locations, 
were transforming the composition of the 
bundle of goods the world’s consumers 
were being offered in an assumed, con¬ 
tinuously upwhrd mobile, milieu of af¬ 
fluence. The impression easily got created 
that what was happening was in fact 
everybody’s oyster, one simp^ had to be 
bold and grab the opportunity, vagueness 
would not do. 

The young man succumbed to the 
allure. He chucked his tenured Job with 
the shipping company, and, tiptoeing in 
his dreams, returned home. His father had 
a successful established business, with a 
reputation in the market, specialising in 
the distribution of electrical goods and 
equipment. From that base, branching out 
into consumer electronics was a short 
haul. The expansion was remarkably suc¬ 
cessful, which emboldened the family to 
set up a television manufacturing unit as 
well. The operations of the original firm 
multiplied several times: year after year, 
the closely held faipily unit registered im¬ 
pressively larger profits. The television 
manufacturing unit, which had offered 
shares to the public, did equally well; the 
dividends mounted steadily through the 
years. Bank credit was generotis and easily 
forthcoming. The television sets were sold 
through the intermediary of the family 
.^.distributing firm. Those were rosy days, 
with the constant ring of money counted 
in the counting house. New distributive 
branches were opened; sales, after having 


spread acrcKs the eastern and north¬ 
eastern zone, also penetrated into the 
Nepalese market; there were simultaneous 
foists in Madhya Pradesh and Orjssa. and 
outhns were set up in Ikmil Nadu and 
Karnataka as well. So much so that inter¬ 
mittent talk took place in the family fold 
of setting up a second television assembl¬ 
ing unit in Karnataka. 

For meanwhile Rajiv Gandhi had been 
installed as prime minister, and screw 
driver technology came to its fullest 
bloom. No dearth of foreign exchange, 
which was being borrowed by the govern¬ 
ment in a mad scramble, the country’s 
credit rating was high in the international 
market. And new economic theories were 
being expounded with great seriousness. 
Even the poorest of the poor amongst the 
Indian peasant, hungry for food though 
he might be, though his level of nutrition 
might leave plenty to be desired, though 
he might lack even the barest acquain¬ 
tance with the three r’s, though his body 
might be coveted by apparel that were in 
tatters, though he could well be without 
any shelter above his head, was still ex¬ 
traordinarily keen to acquire a television 
set. a black and white one to begin with, 
but gradually his ambition was wont to 
migrate to the dream of possessing a col¬ 
our television set. The twenty-first century 
was a-coming and even the Indian poor 
were not willing to be left out of the con¬ 
sumption bonanza the forthcoming cen¬ 
tury was promising. There were, besides, 
assumptions about how easy it was to ex¬ 
port electronic products, including soft¬ 
ware of all descriptions. All one needed 
to do was to import the latest technology 
and equipment, foreign exchange was 
readily available for that purpose; in 
certain instances one could even import 
specimens of goods in ckd condition, the 
screw drivers could then set to work, and 
the assembled products could be sent here, 
there, everywhere; conceivably in south¬ 
eastern A^ or to eastern Europe. 

Statistical projections supporting such 
optimism were dime a dozen. By the mid- 
eighties, electronic manufacturing units of 
assorted sizes blanhrted town and coun¬ 


try. These were not just given to the 
manufacture of Mack and white and col¬ 
our television sets; software and ac¬ 
cessories were being put together with the 
benign help of screw drivers; ver’s and 
vep’s, cordless telephones, walkie-uikies 
of all descriptions were not excluded 
either. Was not India lucky to be blessed 
by the phenomenon of unlimited supply 
of cheap labour, screw driver assembling 
was therefore bound to result in least cost 
operations here, and etports would hence 
be child’s play. The rate of capacity 
growth for electronic goods touched 
almost 1,000 per cent in the first year of 
Rajiv Gandhi’s regime. A prime minister 
who talked about c-dots and bytes and 
similar other things could not be wrong, 
he had a modern mir'd, he had liberalis¬ 
ed imports of even ckd products, the local 
producers and entrepreneurs must not let 
him down. Not only production capacity 
increased by leaps and bounds, the actual 
manufacture of electronic goods advanc¬ 
ed at the annual rate of five to six hun¬ 
dred per cent in the mid-eighties. One or 
two fortuitous developments helped to 
sustain the illusion of an infinitely expan¬ 
ding market. The Reliance World Cricket 
Cup of 1987 boosted urban middle class 
illusion about the country having arrived; 
it also boosted sales of television sets. 
Neither Pakistan nor India could reach 
the final stage of the competition, the 
disappointment reverberating around the 
Ede:i Gardens at Calcutta was hardly con¬ 
cealed. there was a falling off of sales of 
.sets in the final weeks. The optimism 
however was still left unimpaired. 

But cynics and Cassandras were already 
crowding the portals. Exports turned out 
to be not as easy an assignment as the 
original assumptions had suggested. Im¬ 
porting countries enforced various restric¬ 
tions on the entry of electronic goods. Ex¬ 
ports to the east European countries could 
not be quite fitted into the trade plans; the 
east Europeans in any case had other 
priorities as far as their import require¬ 
ments went. The west Asian countries 
preferred to have the genuine thing from 
Japan and west Germany rather than the 
ersatz re-assembled ckd versions from 
India. The south-east Asian countries 
scoffed at Indian attempts to penetrate in¬ 
to their markets. The flock of their young 
women were by far much more skilful in 
assembling electronic goods, including 
software; they had both dexterity as well 
as the ability to work long, concentrated 
hours, and they worked at wages which 
compared most favourably with what the 
average Indian worker had to be offered. 
Finally, there was the question of quality 
control. The south-east Asian products 
were mostly free of mechanical and other 
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snafus; they fell smooth and looked dazzl¬ 
ing; they pleased by their technological 
soundness and aesthetic elegance. Com¬ 
paring like with what aspired to be like, 
the consumer in Sri Lanka or Indonesia 
or Malaysia had not the least hesitation 
in deciding which direction to turn to. 

The calculations went grievously wrong 
in the case of the domestic market too. 
The romanticism woven round the fable 
that, never mind the pang of hunger in his 
belly, the Indian poor would rather sell his 
pots and pans and holding and go for a 
television set had not the faintest nexus 
with reality. The demand for television 
sets and components did not really spread 
beyond the top decile of the population. 
The market was limited to within eighty 
to one hundred million people, that is, 
roughly sixteen to twenty million house¬ 
holds. They loyally bought the colour 
television sets and the ver's and the vep’s, 
but each of these belongs to the category 
of consumer durables. The aspect in the 
case of such commodities which is con¬ 
sidered as most imprortant is durability. 
What is durable one does not buy every 
year. A television set, for instance, is, in 
the Indian ambience, unlikely to be replac¬ 
ed before six or eight years even by a com¬ 
fortably placed party. It is therefore hardly 
surprising that the Hve to six hundred per 
cent rate of growth registered in the initial 
years, when the production base was ex¬ 
tremely narro.w, plummeted. What a fall 
it was, countrymen. Even when Rajiv 
Gandhi was still around as prime minister, 
the rate of growth for the electronics in¬ 
dustry started climbing down, and spec¬ 
tacularly. From a rate of growth which 
hovered around five hundred per cent it 
declined to barely one hundred per cent 
per annum, then further down to forty or 
fifty per cent; with the lapse of another 
couple of years, it was still further down 
to ten per cent or even less. Apprehension 
and panic set in. Manufacturers, big, 
medium-scale and small, jointly and 
severally, appealed to the union and state 
governments for excise and sales tax 
reliefs, for other types of concession, for 
a moratorium on repayment of bank 
loans and of liabilities to other public 
financial institutions. 

Nothing helped. Like several other in¬ 
dustries, the electronics industry too 
became the victim, additionally, of the 
foreign exchange crunch. The era of screw 
driver technology-induced growth has for 
the present come to an abrupt end. The 
annual rate of growth for the electronics 
industry in the country, bytes or no bytes, 
has been consistently negative for the past 
few years. Certain inevitable consequences 
fqllowed. Small-scale units were the first 
to cave in, causing woe to thousands who 


were eking out some sort of livelihood 
from the auxiliary and ancillary activities. 
Several medium-scale units have also 
begun to go to the wall, specially those 
who have had no supplementary or com¬ 
plementary transactions to fail back upon. 
The large-scale manufacturing concerns 
did not quite feel the same pinch; they are 
by and large under the protection of their 
foreign principals. B«ides. as is well 
known, the latter have, since last July, 
taken over the government of India. The 
disappearance of small- and medium- 
sized units have in fact been welcomed in 
these quarters. In this epoch of liberali- 
sation-cum-globalisation, only efficient 
units will survive and prosper, that is, 
units guided and patronised by the 
transnational corporations, the smaller 
and inefficient outfits will necessarily 
be squeezed out. That is what economic- 
growth is about. If, in the process, some 
hundreds or thousands of ordinary men 
and women find themselves deprived of 
jobs, the orthodox economists have a nice 
name for that kind of development, such 
people are victims of frictional unemploy¬ 
ment. The friction might continue for a 
full decade, or for one full generation, or, 
who knows, till the country disintegrates 
because of insurrections provoked by 
worklessness and hunger. 

The Fund-Bank-Finance minister’s exit 
policy has after all a limited ambit: those 
till now employed in the electronics in¬ 
dustry, dispersed all over the country, and 
often in small units, do not have adequate 
organisational clout, so they have to exit 
without any compensation, or, for that 
matter, any commiseration either. 

With a negative riite of growth featur¬ 
ing the industrial sector as a whole, no ex¬ 
tra sleep need be lost over the negative rate 
in the electronics sector. Bizarre will be 
only a mild expression to use, the stock 
■■xchanges are nonetheless booming; as 
per directives from Washington, DC, 
public savings have been diverted to 
private mutual funds, who are indulging 
in indolent games the rich are fond of, the 
country’s general plight does not concern 
them. The share prices, backed up by so 
much money, have reached fantastic 
heights. The electronics industry however 
is cruelly left out of this magnificent 
bonanza. 

Meanwhile, our young man had matched 
from blunder to blunder. With Rajiv 
Gandhi as prime minister, and the micro¬ 
chips flying about, he thought even the 
sky was not the limit. His’ family Firm 
went on a binge, opening new outlets 
throughout the late eighties, money was 
poured like water into advertisements, ex¬ 
pensive trips were undertaken all over the 
world in search of virgin markets. The 


metiage from the national government 
was to borrow and expand; the edict was 
religiously followed ^ the young man’s 
firm toa And he committed an otia folly. 
The family unit for manufacturing televi¬ 
sion sets, he thought, had constricted 
capacity. So he started a separate produc¬ 
tion unit on his own. 

By 1990, reality hit hard the family 
fi;-m, and him personally. Bsyments to 
banks were under default, l^e banks 
behaved like normal bankers; working 
capital dried up. The firm discovered that 
it had over-expanded, with absolutely zero 
prospect of demand picking up in the 
foreseeable future. The young roan's newly 
set up production unit was an uiunitigated 
disaster; even the old production unit 
belonging to the family Firm had to be 
closed for lack of both orders and work¬ 
ing finance. The creditors began to make 
threatening noises. The employees were 
befuddled; a large number amongst them 
had to be served notices of retrenchment. 

The young man—no longer young by 
now, and all his illusions spent—did not 
know which way to look for salvation. 
Several of the loans he had contracted 
were under terms of personal guarantee. 
Were he a hardboiled businessman, he 
would have simply hired a few dexterous 
lawyers who would have fought court 
cases one after another and got injunc¬ 
tions issued, providing him the opportuni¬ 
ty to try his luck elsewhere. But he was 
soft-hearted—and conscientious; he also 
had his pride, it broke his heart that the 
firm’s network of distribution had to be 
ruthlessly dismantled, branches had to be 
closed in city after city, and hundreds of 
employees had to be laid olT. He could not 
take it, and chose to end it all by lying 
down, at the dead of night one day last 
month, under an on-rushing train. Call 
him a coward and an escapist; he would 
not answer you back any more. 

This is just one stray incident one 
happened to get to know. Thousands of 
such incidents are occurring, day after 
day, in different parts of the country. The 
newspapers are globalised, that is, wester¬ 
nised; reports of such incidents they tend 
to ijnore Reports of such occurrences are 
ignored by the prime minister and the 
finance minister too. A micro story 
nonetheless encapsulates a macro tragedy. 
Ihe ramifications of the tragedy will 
perhaps unfold, inexorably, in the com¬ 
ing months. The young man thought he 
had a stake in this great nation’s bright 
and dazzling future. He was cheated, and 
disillusioned. One can still make a pro¬ 
gnosis. One day in the not too distant 
future, a fearsome vendetta is likely to be 
organised on his behalf, and on behalf of 
others similarly led up the garden path. 
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COMMENTARY 


lUvialisation of Rural Politics 

Zilla Parishad and Corporation Elections 
in Maharashtra 

Copal Guru 

The recent local level elections in Maharashtra have brought into 
focus the increasing trivialisation of rural politics where major 
issues like the dain land question and the drought in Marathwada 
were pushed aside while the strategies aimed at perpetuating 
personal or family rule found prominence. The growing 
parochialisation of politics which gave precedence to caste and the 
kinship ties makes the concept of ‘power to the people’ a mere 
farce. 


THE Congress Party has been able to 
capture the power at all the ZPs and 
municipal corporations in Maharashtra 
either on its own or with the help of those 
rebel candidates (on whose support it had 
already counted from the very beginning) 
and a few independents. However, these 
elections have turned out to be disastrous 
for the opposition parties except perhaps 
the BJP which has made some noticeable 
electoral gains at the corporation level 
particularly in Pune and Solapur. Rebel 
Congress candidates and independents 
have emerged victorious in significant 
numbers at both levels. 

The Congress electoral victory has to 
be chiefly attributed to its deliberate 
debilitation of both the internal and 
external opposition forces through 
hegemonic appropriation although the 
anti-democratic leadership and the 
lumpen political culture that the Shiv Sena 
had developed were contributory factors. 
This appropriation process which was in¬ 
itiated by the late Y B Chavan, has in 
recent years been successfully used by his 
followers. After the systematic co-option 
of the dalit groups, which seem to be, 
relatively speaking, easy victims of this 
process, the Congress turned its attention 
towards the Janata Dal and co-opted its 
nine M'-As. The state Congress was also 
successful in not only winning over its 
own break-away groups like Maharashtra 
Indira Congress led by Raibhan Jadhav 
from Marathwada and Nasikrao Tirpude 
from Vidarbha but also another impor¬ 
tant Samajwadi Janata Dal leader and 
sugar baron from Dhulia district. Finally 
and most importantly from Congress 
point of view, the process of the hege¬ 
monic appropriation was completed with 
the incorporation of an influential group 
of the Shiv Sena led by Chagan Bhujbal. 
Thus, as it is clear from the election results 


from the ZPs and the corporations that 
this appropriation of political initiatives 
of these opposition groups seems to have 
paid rich dividends. 

However, these recent elections have 
revealed another dimension of the 
political process operating at the level of 
local selFgovernment in the state. For 
example, the corporation elections 
demonstrated the growing criminalisation 
of politics throughout the state. Quite a 
few candidates with criminal records have 
found their way into the corporations. 
However, one important Congress leader 
IS alleged to have said in defence of these 
candidates that their entry would offer 
them an opportunity to reform themselves 
through the democratic process. The.se 
elections have shown that the Shiv Sena 
culture of political buccaneering and the 
tradition of promoting corporaior- 
contractor-criminal nexus has now spread 
to the other parlies as well. 

All the parlies seem to have undergone 
the process of fission and fusion—almost 
all the political parties faced the revolt 
from their own candidates (both men and 
women) who contested elections against 
the official candidates m the corporation 
elections. However, despite this strong op¬ 
position to party tickets being given to 
wives and other relatives of the sitting cor¬ 
porators particularly from the Congress 
Party at Pune and other places, this fact, 
however, docs not seem to have made any 
dent on their electoral prospects as many 
of them got elected to the corporation at 
several places in the state. Also these 
parties particularly the Congress could 
not pres'ent the rebel candidates from get¬ 
ting elected to the corporation in signifi¬ 
cant numbers. But now these candidates 
want to rejoin the Congress. In fact, many 
of them have already joined it with the 
simple intention of sharing power in the 


Pune, Pimpri-Chinchwad and Solapur 
corporations. 

In all of this, the BJP, after, routed in 
a majority of corporations, however, made 
impressive gains at Pune and the Solapur 
corporations. The 30 per cent reservations 
for women helped the BJP to capture 
about 35 per cent of the total seats reserv¬ 
ed for women in the Pune and Solapur 
corporations respectively. Incidentally, 
these women corporators form half the 
BJP strength in the Pune corporation and 
account for 16 out of 19 seats that the BJP 
has won in the Solapur corporation. 
However, as for dalit women, other than 
the ones who contested on the Congress 
ticket from wards reserved for dalit 
women within the .30 per cent category, 
the corporation elections have turned out 
to be quite discouraging since they were 
pushed out from the general 30 per cent 
reserved seats by the BJP and the Con¬ 
gress on the one hand and have been 
politically marginalised in the SC/ST 
reserved constituencies by the patriarchal 
domination of their own leaders. 

However, doubts are being raised in 
some quarters about whether these 
women corporators will take an indepen¬ 
dent political position tn the decision¬ 
making processes of the corporation or 
function as proxies of their husbands or 
other relatives who are in the political 
arena. It seems that developments in 
Pimpri-Chinchwad Corporation under¬ 
lined these doubts because in the very first 
meeting of this corporation, one woman 
was represented by her husband as she was 
allegedly ‘sick' while another appeared to 
be suffering from acute stage fright and 
her husband spoke on her behalf. 
However, the women’s groups are quite 
hopeful that these women will be able to 
develop independent political identities in 
due course. 

Zii 1 A Pakishaps 

The election scenario at the ZP elec¬ 
tions was no different except that like cor¬ 
porations there was no organised pattern 
of criminal politics visible. But since the 
ZP elections were being held after a long 
gap of 13 years a large number of young 
aspirants had emerged and wanted to be 
accommodated in the opportunity struc¬ 
ture. But resistance to their inclusion from 
the established dominant families from 
rural Maharashtra seems to have led to the 
widespread revolt against the offtcial can¬ 
didates particularly from the Congress 
Party all over the state. The dominant 
families’ influence was evident in the 
policy followed by the Congress for 
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distributing tickets for the ZP and pan* 
chayat samitis. But this Congress bias 
towards the dominant families during the 
distribution of tickets was more promi¬ 
nent. The names of the members of these 
families Figured in the final list of the 
party nominations in almost all the seven 
districts of Marathwada region. And even 
where the Congress had rejected a family 
member on the ground that the family was 
overrepresented the family members have 
managed to secure tickets under assum¬ 
ed surnames. This is what happened in 
Beed district of Marathwada. 

Clearly these dominant families belong¬ 
ing mostly from the Maratha caste (except 
the one from Beed which belongs to the 
OBC) were in no mood to share power 
with other rival Congress groups and 
wanted to consolidate power by extending 
their actual control over the strategic 
structures of power. This tendency to 
monopolise the institutions at the local 
level may have been a mechanism to com¬ 
pensate for their political marginalisation 
at the state level at the hands of their 
counterparts from western Maharashtra. 
Secondly, these families consider the con¬ 
trol of the selocal bodies important 
because these bodies can be used as a 
launching pad for political mobility at the 
higher levels of power structures. These 
dominant families from Marathwada were 
able to capture seats in the ZP elections 
for three reasons: First, it is they who con¬ 
trol the .socio-economic institutions that 
are extremely important in order to 
mobilise the voters in the rural areas. The 
Congress rival candidates and also the op¬ 
position candidates were having relative¬ 
ly less or no control over such vital institu¬ 
tions. Thus, the election debacle of the 
rebel and the opposition candidates from 
Marathwada has proved that mere access 
to the resources like caste and kinship ties 
are not sufficient factors to challenge the 
family domination in any election in¬ 
cluding the ZP elections. Finally, the OBC 
castes which formed the major political 
base for the Shiv Sena in Marathwada 
before its recent split, now seem to have 
voted for the Congress in the ZP elections 
basically for t-wo reasons, either in the 
hope of getting a share of the Congress 
spoils or out of the new but growing con¬ 
viction that the Congress is not averse to 
their Hindutva. This faith of OBC in 
Congress seems to have been reinforced 
by the complimentary relationship that 
has evolved between Congress and the 
BJP in recent time at the national level. 

ZP elections in western and southern 
Maharashtra were different from that in 
Marathwada in two ways. As compared 
to Marathwada, the dominant Maratha 
families from southern Maharashtra did 
not seem to have insisted on Congress 


nominations for their own family 
members except in a few cases 'from 
Kolhapur and Sangli districts. The reason 
behind this apparently low ptofile of these 
dominant families in ticket distribution is 
that these families, knowing fully well that 
their attempt to formally control the ZP 
and panchayat samitis will be resented by 
the sub elites, have learnt to behave more 
shrewdly than their counterparts from 
Marathwada, and consider it strategically 
more advisable to provide some demo¬ 
cratic space for these suhelites at least at 
the lower layers of the rural power struc¬ 
tures in the state. However unlike in 
Marathwada. in southern Maharashtra 
whatever few members that the dominant 
Maratha families were able to put up for 
the ZP elections were defeated by the 
Congress rebel as well as the opposition 
candidates, the election victory of the late 
Vasant Dada Patil’s daughter-in-law being 
an exception. The primary reason behind 
this is that the rebel as well as opposition 
candidates from this region also have the 
control of the socio-economic and co¬ 
operative institutions and can successfully 
mobilise these institutions for getting the 
votes as was clear in Kolhapur and Sangli 
districts. It is also interesting to note that 
the rebel Congress candidate also defeated 
the candidates supposedly sponsored by 
the prominent Congress leaders from 
western Maharashtra. 

In the constituencies reserved for 
women, however, the ZP election ex¬ 
perience is no different from the corpora¬ 
tion elections because here also women 
Candidates mostly from the Congress 
Party, were contesting as candidates spon¬ 
sored either by their husbands or other 
close or distant relatives. 

In contrast to this sponsored mobility 
of the Congress women candidates, the 
Shetkari Sangathana’s Mahila Aghadi and 
left party candidates who have learnt their 
political lessons in the peasant movement 
contested the ZP elections without such 
sponsorship but only a handful got elected 
despite their progressive and issue- 
oriented standpoints. However, an in¬ 
teresting development particularly from 
the Marathwada region is that some of the 
voluntaiy organisations had put up five 
women candidates for the ZP elections, 
thu.s, shifting their activities from the 
purely social sphere to more active 
political sphere; but none of them were 
elected. 

However, de.spite the ambitious and 
therefore quite illusory election manifestos 
of the political parties particularly the 
BJP and the Congress, issue-oriented elec¬ 
tion campaigning was given a back seat 
by these parties in the ZP elections. For 
example, the drought situation that the 
people from Marathwada are facing did 


not figure in the election campaign. 
Similarly in western Maharashtra, the 
acute issues facing dam oustees was ig¬ 
nored by the Congress and BJP. However, 
the oustees in order to protest against this 
callousness of the candidates and also the 
parties boycotted the ZP elections in Pune 
district. 

Also interesting is the fact that the Con¬ 
gress Party, in order to capture the dalit 
votes, is alleged to have issued a OR 
according to which the government land 
and the village grazing grounds are to be 
transferred to the dalits who have inciden¬ 
tally encroached on this land throughout 
the state. However it avoided capitalising 
on this issue in the ZP elections. The 
reason behind this is not difficult to find; 
The Congress obviously reckoned that it 
would have lost the high caste votes if it 
had publicised this issue since the upper 
castes have been very vocally opposing, 
the dalii claim on the government waste 
land in the state. 

The recent local level elections in 
Maharashtra have brought into focus the 
increasing trivialisation of rural politics 
where the major issues like dalit land 
question, the drought in Marathwada and 
the overall inflationary situation prevail¬ 
ing in Maharashtra were pushed aside 
while the strategies aimed at perpetuating 
personal or family rule found prominence. 
Also in evidence was the growing paro- 
chialisation ol politics which gave 
precedence lo caste and the kinship ties 
thu.s, making the concept of decentralisa¬ 
tion of power or power to the people a 
mere farce. Ihc left parties and also the 
Shetkari Sangatljana, despite their focus 
on relevant issues and their issue-oriented 
campaigning, had to remain silent spec¬ 
tators to the capture ol power by domi¬ 
nant families in the state. 


ATTENTION 

Scholars/Readcri 

For your requirement of Rare, Out-of-^M 
and New Books and govt. puMcotioni 
on India, write to or visit:- 

HKABBU BOOKS SERVICE 
Sadar Bazar, 

(>urgaon. Haryana 122 <)(M 
India 

IcI 01272 2()S88 

ore also interested m purchosms 
Single books/individual collections/ 
whole libraries of antique/rare books 
Books signed by Mahatma GanON, 
Je^harW Nehru, Indira Gartdht. Bafiv 
Gandhi, Tagore and other nahonaba 
leaders are of soetial interest 
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Cakes, Ale and Ideology 

^nal Balanibnlun*By*>'> 


Feminist critics seem to concentrate on fathoming and analysing 
what authors are trying to say, while not paying attention to what 
readers, especially women readers, are seeking in fiction and why 
and how they find what they need. 


IT might sound highly unlikely, but my 
very first exposure to a feminist viewpoint 
was in the play. The Constant Wife, by 
William Somerset Maugham. Constance, 
the heroine of the play, refers to the 
dependence of middle class girls on mar¬ 
riage, and their low sense of self-worth 
stemming entirely from their inability to 
support themselves. 

That was in the early 60s. In the late 
80s, by which time I was well-versed in 
feminist ideology, as I leafed through 
some biographies and critical writings on 
Maugham's work, I was amazed to find 
him consistently labelled as a misogynist. 
It was perplexing to be told that a writer 
whom I enjoyed reading was a woman- 
hater. Especially when I not only liked his 
writings but actually found in them 
elements stimulating to my aspirations for 
self-fuiniment as a woman. 

In 1988-89 I did a study for Anveshi 
Women’s Studies Research Centre of 
Hyderabad, on the writings of Maugham 
from a feminist perspective {Reader vs 
Critic: Somerset Maugham as a case 
study). Among other things, the study 
examined t^e variance in viewpoint bet¬ 
ween reader and critic and looked at the 
question of pleasure vs ideology when it 
comes to critiquing entertainment art 
forms. Some thoughts on the latter aspect 
might be of interest even to those who are 
not Maugham fans since criticism, both 
intellectual and ideological, of popular art 
fills much column space in the media 
today, and is the subject of a lot of social 
science, particularly feminust, research. 

Maugham has frequently asserted in his 
non-fictional essays and commentaries 
that propagating ideology through forms 
of entertainment can be boring and 
tiresome. While doing my study on 
Maugham's writings I was starkly con¬ 
scious of the limitations of ideology as a 
basis for critiquing fiction too. Or for that 
matter, critiquing any art form whose 
primary funciiop is to entertain. 

When I sit down to critique an author 
whom I enjoy reading, that which I look 
at and note down becomes very different 
> from that which I absorbed as a reader 
reading for pleasure. As a reader I 
responded in a totally positive manner 
when I first read The Constant Wife. But 


if I attempt a feminist critique of the play, 

I would have to point out all the limita¬ 
tions of Constance's feminism. Again, as 
a reader I now find the play tedious 
because I no longer need the assurance 
that it first gave me. The critic in me con¬ 
tradicts the reader in me and the mature 
reader is at variance with the impres¬ 
sionable reader of 25 years ago. 

Before I started on the Maugham study, 

I tried reading feminist critiques of 
various kinds to get some guidelines for 
my own work. Very little of it was helpful. 

f irst of all, most of the authors criti¬ 
qued are literary writers relevant only to 
literature students. The authors whom so 
many non-liicrary readers are reading 
seem to interest neither feminist critics nor 
Establishment literary critics. And I found 
myself wishing they’d slop going on and 
on about Virginia Woolf and examine 
instead why so many confident, career- 
minded young girls are reading Ayn Rand. 

I found that feminist crit ics are mainly 
interested in analysing portrayal of women 
in fiction. I’m not denying the need for 
this. But I do know that when I read 
fiction I’m looking for qualities, 
achievements and aspirations, and I 
satisfy the psychological need to identify 
(one reason for reading fiction) by iden¬ 
tifying with the heroes if necessary—m 
which case, stereotyped portrayal of 
women in the stones doesn’t really affect 
me. 

In The Razor’s Ldge I could, if 
required, subject Isabel, Sophie and 
Suzanne to a thorough feminist grilling 
and find plenty of faults with their creator 
for his portrayal of women. But as a 
reader I’m so engrossed with Larry’s 
spiritual quest, which I identify with, and 
therefore Isabel and the rest don’t bother 
me. 

Or take a novel like Of Human 
Bondage, which offers much scope for 
ruthless feminist dissection. What is im¬ 
portant to me as a reader is my rapport 
with Philip’s childhood resentment of the 
blind authority of elders, and Maugham’s 
questioning of religious dogma, because 
I can transpose both to my own situation. 
Thus, because I can identify with the 
trauma of Philip’s childhood, as a reader 
I don’t realiy feel critical of the flawed 


depiction of women in the novel. 

I mentioned earlier that I was surpris¬ 
ed by the label of ‘misogynist’ given to 
Maugham by a number of male critics. I 
suggest that these commentators had their 
own idealised images of women, and were 
therefore shocked by some of Maugham’s 
forthright and no-nonsense heraines. The 
Isabels, Julias and Constances df 
Maugham’s stories are women who are 
unafraid to say what they think, an^they ! 
often think thoughts which might'make 
many men uncomfortable. Perha|^ these 
critics have dubbed Maugham as anti¬ 
women because they themselves dislike 
such women, or feel threatened by them, 
and assume that ‘nice’ women readen too 
would disapprove of such a portrayal of 
their sex. 

It is true that Maugham’s portrayal-of 
female sexuality is grossly distorted, and 
I think this is partly explained by the fact 
that he was a homosexual. Interestingly, 
Maugham’s critics equate his real-life 
homosexuality with *3 dislike of women’ 
and choose to see its reflection in his fic¬ 
tional portrayal of ‘dislikable’ women. 
They overlook the fact that Maugham the 
writer had a sensitive insight into, and 
understanding of, women’s innermost 
thoughts. In the play. The Ci/vle, you find 
Lady Kitty uttering home truths which 
certainly couldn’t have been put into her 
mouth by a woman-hater; 

“You think I’m a silly, frivolous woman, 
but I’ve learnt something in a bitter 
school. They can make what laws they 
like, they can give us the suffrage, but 
when you come to bedrock it’s the man 
who pays the piper who calls the tune. 
Woman will only be the equal of man 
when she earns her own living in the same 
way as he does . A cook who marries 
a butler can snap her fingers in his face 
because she can earn just as much as he. 
But a woman in your position and mine 
will always be dependent on the men who 
keep them” 

However, while I can explain why I can’t 
sec eye to eye with some of Maugham’s 
male critics. I’m not very sure whether I’d 
be able to emphasise with what a feminist 
literary critic might have to say about 
Maugham. I haven’t come across any 
feminist writings on Maugham, but going 
by feminist critiques in general, I suspect 
I would experience the same irritation 
which I feel when I read feminist analyses 
of films or TV programmes that I’ve en¬ 
joyed watching. 

For one thing, feminist critics seem to 
concentrate on fathoming and analysing 
what authors are trying to say. I’m amazed 
at their neglect of what readers, especial¬ 
ly women readers, are seeking in fiction 
and why and how they find what they 
need. Nor do they seem interested in com- 
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ing to terms with the fact that all of us 
often enjoy things which at another level 
we may disapprove of. (Michele Barret 
was the only writer I came across who 
examined this question of pleasure vs 
ideology.) 

Again, most feminist criticism of fic¬ 
tion and of other entertainment forms 
seems to be obsessively invdived in an 
analysis of the ‘text’. I found during my 
study of Maugham that deciphering the 
meaning of text in a detached way might 
have its academic uses, but the fact is that 
different people can and will read dif¬ 
ferent kinds of meanings into the texts. 1 
also found, and I’d like to emphasie this, 
that merely analysing the Maugham text 
on such lines doesn’t explain his appeal 
to me as a feminist reader because most 
of the elements which appeal to the 
feminist in me—like his insistence on the 
autonomy of the individual—have 
nothing to do with portrayal of women 
or Maugham’s statid on the women’s 
question. 

When I re-read Maugham, which I 
often do, the stories I always go back to 
are the ones which would never get top 
rating in a feminist analysis. Indeed, 
stories like The Creative Impulse or The 
Three Fat Women of Antibes would ac¬ 
tually get a negative rating. And both are 
stories which are hilariously funny and 
exquisitely written. 

Take a story like Winter Cruise. After 
noting down, somewhat sternly and disap¬ 
provingly for the purpose of my study, 
Maugham’s highly offensive views on 
clamouring virginity. I sat back to enjoy 
the way he had written the story and relish 
ail those bits of caustic irony which are 
the reason why I read Maugham. 

Or, consider The Treasure, which has 
always been an uncomfortable story for 
me since I see it as an example of 
vulnerability to sexual harassment at the 
workplace. (This had been my gut reac¬ 
tion to it even when I first read it and 
didn’t know the jargon phrase for it.) But 
when I re-read it for my study, despite my 
distaste for the theme, and my impatience 
with Maugham’s blind spot in handling 
it, 1 couldn’t help enjoying the frivolous 
conversation of Richard Hunger’s up¬ 
per class set, while the feminist in me 
thoroughly approved of the dialogue bet¬ 
ween Harenger and Pritchard when he 
Hrst interviews her for the post of 
housekeeper. He says he hopes she won’t 
leave after a few months saying she wants 
to get married. 

“There's not much fear ot that sir. I’m 
a widow, I don’t believe marriage is a 
catch for anyone in my position. My hus¬ 
band never did a strote of work from the 
day I married him to the day he died, and 


I had to keep him” 

It is media sociology and not literary 
criticism which gives some explanation 
why ideological/intelicctual critiquing is 
so often in conflict with the way readers 
and viewers perceive the same text. Media 
sociology has shown that people read 
meanings into texts according to their 
temperaments, experience, belief and 
outlook and these meanings can obviously, 
often be very different from what the 
detached analyst secs in the same text. 
Especially if the detached analyst is ap¬ 
plying an ideological criterion to interpret 
the text. 

Media studies have also shown that the 
mere presentation of a social situation in 
a story, film, play or TV programme can 
put across a ‘progressive’ message even if 
there is no explicit statement to that ef¬ 
fect. An insight like this explains to me 
why I respond the way I do to an author 
like Maugham. For example, nowhere in 
Appearance and Reality does Maugham 
try to analyse Annette’s decisions and 
responses or arrive at the conclusion that 
she is a vulnerable woman trying to sur¬ 
vive in a certain social milieu. But that is 
the message J get from the story, it may 
not be the message someone else will get, 
and Maugham certainly never intended to 
incorporate any message into his story. 

For me, the process of re-reading 
Maugham through feminist spectacles 
raised several questions, one of them 
being: what sort of techniques should we 
adopt in women’s Studies when we use 
ideological perspectives to critique dif¬ 
ferent forms of entertainment? I don’t 
think ideology should be rejected because 
it is an important tool for understanding 
the many facets of life. But I do believe 
that it is equally vital to keep the 
ideological framework firmly under con¬ 
trol so that it remains a tool and doesn’t 
end up dominating, and therefore distor¬ 
ting, the picture. 

A word about Maugham and ideology. 

I don’t think he had any ideology or, if 
he did. perhaps it is the ideology which 


approves of the pursuit of pleasure at any 
cost. But then how can such a cakes-and- 
ale approach to life possibly appeal to an 
earnest reader with a soft comer for 
causes? Maybe the explanation lies in 
Maugham’s passionate support for 
‘freedom’ in its different dimensions. 

As I see it, if at all there is any message 
(a word he hated) in Maugham’s work, it 
is a constant reiteration of the individual’s 
right to form opinions and decide on all 
issues on the basis of his or her own 
reasoning and experience. This is fre¬ 
quently expressed in his views on books, 
criticism, literature and art. Ilf The 
Summing Up he writes; “The only impor¬ 
tant thing in a book is the meaning it has 
for you.” in his essays and in prefaces to 
other people’s books he repeatedly urged 
readers to trust their own judgment and 
not to be afraid of disagreeing with critical 
opinion. “What do I care if eminent 
critics acclaim as a masterpiece a book 
that has nothing to say to me?” (A 
Traveller in Romance). 

Maugham not only had no ‘message’ 
he disapproved of ‘message-writing’ in fic¬ 
tion because it made writers less readable. 
He argues in The Summing Up that when 
an idea is new it might appeal and even 
influence, but once it has been accepted, 
the novel or play that helped to propagate 
it loses interest for tuture readers. Ideas 
which are revolutionary at one time can¬ 
not surprise or startle forevqr and 
therefore lose their entertainment value. 
“For nothing is .so tiresome in the theatre 
as to be forced to listen to the exposition 
of ideas that you are willing to take for 
granted. Now that everyone admits the 
right of a woman to her own personality, 
it IS impossible to listen to A Doll’s House 
without impatience” 

One might say the same of a feminist 
film, play, book or TV programme which 
has tremendous impact the first time one 
IS exposed to its ideas but are dreary to 
re-read or re-watch when one no longer 
needs the affirmation, support and 
strength their ideas initially provided. 


SENIOR MANAGER OF DEVELOPMENT 

An International funding agency requires a Senior Manager of Develop¬ 
ment for its office in Calcutta. 

Only'people .^S to SO years of age with minimum ten years management 
experience in rural development aaivitics in underdeveloped tribal areas 
should apply with names of ^ iefercncc.s within 7 days to Box No. 7.^92, 
Economic and Political Weekly, Hitkari House, 284, Shahid Bhagat Singh 
Road. Bombay 400 03K. 
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Traditional Wat^r Harvesting on 
Way Out 

Ganesh Fangare 

Farmers in the upper part of the Narmada valley in Madhya 
Pradesh have traditionally practised an ecologically appropriate 
water harvesting system which will soon become defunct because 
of the change-ova- to cash crops and canal irrigation with the 
completion of the Bargi dam. 


WATER harvesting and runoff farming has 
been in practice for centuries in various parts 
of the country. This activity has been limited 
to specific suitable sites when catchments 
for runoff and low-lying farm lands for 
growing crops exist in proximity of each 
other. The water is harvested during the 
monsoon months and allowed to stand in 
the low-lying farm lands during whole or 
major period of the rainy season. By partly 
draining and partly through evaporation this 
water depletes, leaving the soil profile 
saturated for winter crops. Mostly wheat or 
gram is sown on these lands in the month 
of November, which matures in due course 
without any additional water supply. 

Unfortunately there is no recognition 
about these systems nor any reference to 
them in present day literature. Some work 
on these systems has been started in the last 
few years, e g. A S Kolarkar from CAZRI, 
Jodhpur, has been doing work on the 
Khadin system of farming in western 
Rajasthan, Nirmal Sengupta has been work¬ 
ing on the Ahar sysicm of Bihar fur a long 
time. l.eaving these lew examples not much 
IS known of the traditional systems ol water 
harvesting and runoff farming piactised in 
India. 

l-cw people are aware that in ihc upper 
pan of the Narmada valley, a system of 
cultivation exists which in its way is unique 
and IS similar in principle lu ihe water 
harvesting and runoff farming methods of 
cultivation of western Rajasthan and south 
Bihar. The system is prevalent in the districts 
of Jabalpui, Narsinghpur, pans of Damoh 
and Sagar covering an area of more than .1.5 
lakh acres. It is most prevalent iti the 
Jabalpur-Narsinghpur tract, also locally 
known as the haveli tract. 

The system basically comprises the 
holding of Ihe rainfall in embanked fields, 
which are enclosed on all four sides, and 
retaining in the fields the water so impound¬ 
ed until sowing time appro.'iches. Then the 
water is let out and the fields sown as soon 
as the land is dry enough. After this no 
watering is required for the crops. The 
system is of very ancient origin and was 
developed in the very fertile plains to the 
north-west of Jabalpur city where land has 
been embanked for some hundreds of years 
commencing from the time when the Hindu 
cultivators from the north-first entered the 
valley and ousted the local Oonds. From here 


the system seems to have crossed the 
Narmada into the Narsinghpur district much 
later. The local rulers also encouraged 
cultivators to adopt the system. 

The haveli system is again a location- 
specific sysicm like the other water 
harvesting and runoff farming systems in the 
country. The soil where the haveli system of 
cultivation is practised is a heavy, black, 
clayey which holds very large amounts 
of water. This type of soil is unfit for cultiva¬ 
tion of cithei of paddy or ‘kharif crops like 
cotton, etc, bui is excellent for the growth 
of wheat. The rainfall in the region is high, 
123.5 cm to 148.2 cm on an average. Also 
the rain comes down in the form of a heavy 
downpour wit h few breaks. Because of this 
and the heavy, black, clayey soil it is 
difficult to work on the land during the rainy 
season. Thus the system of embankments 
was developed so that water could be stored 
and an assured *rabi’ crop could at least be 
taken. Another reason for the system being 
developed was for the control of weeds. 
‘Kans’, the local name for the weed 'Sac- 
carum munja' is a major problem in this 
region Thus when the water was impound¬ 
ed and made to stand in the field for months 
the weed rots and dies away resulting in free 
weed control. 

Physu m Svmi m 

'Bandhan' or embankments arc put on all 
four sides of a field so as to hold the rain¬ 
water. In the case ol the typical bandhans 
of tiie Jabalpur-Narsinghpur haveli tract 
only flat stretches of good soil with a very 
slight gradient are usually banked The soils 
of the region are of two kinds, known as 
■kabar’ and ‘mund'. Kabar is a very heavy, 
black, clayey soil with practically no sand 
or stony nodules in it. When dry it becomes 
very hard and tough and develops wide 
cracks Kabar is extremely moisture reten¬ 
tive, and also hard to work upon once the 
water dries up. Mund is a much lighter soil 
than kabar, more easy to work in and con¬ 
tains a fair amount of lime and stone 
nodules. It is less fertile than kabar and also 
less water retentive in nature. 

Work on the construction and repair of 
embankments is always done in the hot 
weather after the harvest is over. The soil 
from inside the field itself is taken to con¬ 
struct the bunds. The bunds are on an 


flWII|« WHIM RMIIt MiK. Uil (Ke^ dli 
also- be up to three metres or more. The 
bunds require very little attention once they 
are built and repairs are done whenever the 
need arises. 

If the monsoon arrives with a big burst 
of rain, the embankment is liable to be 
breached in several places, especially in the 
case of kabar soils, which cracks up in the 
hot weather. If, however, a few showeirs 
precede the arrival of the real monsoon, the 
clay in the soil expands and the cracks 
closeup and then there is little fear of a 
breach occurring. Newly-made embank¬ 
ments are especially liable to burst, and in 
order to strengthen them cultivators plants 
the sides of the embankments with deep- 
rooted grasses. Bandhans are of all shapes 
and sizes. Some fields may be two hectares, 
others 10-12 hectares. The area and the shape 
also depends on the contours of the land to 
a large extent. The size and boundary lines 
of the different holdings also partly account 
for the irregular-shaped fields. 

The bunds are raised, strengthened and 
repaired before the onset of the monsoon. 
If the rains are good the bunds will be filled 
by August, as by this time the subsoil has 
become thoroughly saturated. If the bunds 
are not totally filled then the 'kans' do not 
die and are physically uprooted and thrown 
into the water to rot. Water remains in the 
bandhans until the beginning of October, 
and a- few days before sowing the excess 
water is drained off. 

The letting out of the water is a gradual 
process. Cultivators know by long experience 
which fields ought to be drained first. A nar¬ 
row cut is made in the wall of the embank¬ 
ment, and the cut is deepened slowly as to 
allow the water to escape gradually and to 
avoid flooding or scouring of the field 
below. The opening in the embankment is 
known as 'mongha*. In this way the water 
from one field enters others at a slight lower 
gradient, and water from the last field finally 
joins the natural drainage or a lake. There 
is a mutual understanding amongst the 
farmers as to when to release the water. 
Kabar soil requires careful treatment, for if 
not sown immediately after the draining of 
water is over it becomes hard quickly and 
then becomes impossible to sow. The mund 
type of soil does not get out of condition 
rapidly and the sowing proceeds at a much 
more leisurely pace. 

The crops grown arc usually the rabi ones. 
The favourite mixture is that of wheat and 
gram. Pure wheat is hardly grown as the 
farmers feel that the presence of gram keeps 
up the fertility of the soil. The other crops 
grown are ‘masur', linseed, etc. 

It is important here to note the various 
conditions under which the system can func¬ 
tion efficiently. The most important factor 
is that unless the land is flat the cost of em¬ 
banking becomes relatively great, and the 
area of the land enclosed, which is submerg¬ 
ed by water, too small.. For t his very reason 
the system did not develop or receive 
widespread acceptance in the haveli tract of 
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India 2000. And 
The 21st CentntY 
World. Their 
Interlinked Fnttire 
Need Global 
Products. 
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• Export Oripnted Project. 

• Promoted by Indian Technocrat in technical 
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Commercy Soudure, presently known as Sauvageau 
Commercy Soudure) of France, leaders in technology 
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• Project to manufacture submerged arc welding fluxes, 
special electrodes and welding systems for higher 
strengths of welds adopted for chemical plants, oil 
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• Commercial production to commence from June 1992. 
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RISK FACTORS 
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• Cost of the project determined on the basis of current rates arc subject 
lo escalation due to extraneous time and cost revisions. However, 
provision for contingency in Ihe project cost takes care of overrun if 
any. due lo inflalionary factors 

• The company has applied fur NUC from the pollution Control Board, 
the clearance of which is awaited Since the project does not involve any 
type of pollution or effluent. the clearance is only routine in nature 

a The cost of Ihe project Rs 7SU (10 lacs is partly financed,by leasing of 
Ks 27^ lacs which is a high cost means of finance compared lo 
conventional term luan/D F G However, due lo exports and 
improved comparative advantage aller devaluation, company docs 
not envisage problem in initial cash inllow to meet lease obligations 
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Dimioti W Sagar &tHGU. The oi(m 
iapQitaiu factor is that the soil should be 
a very heavy, black, clayey type. The clay 
percentage should be more than 50 per cent 
of the total contents of the soil. This is 
because the soil should hold the moisture for 
a long period of time, the basic principle of 
cultivation of the haveli system being that 
of growth on the soil moisture alone. The 
last but-not the least is that the knowledge 
of the management and construction of the 
bandhans is very necessary as well as the 
mutual agreement among the farmers as 
regards the time and order of letting out 
water from different Helds. 

Today the total haveli system is becoming 
defunct because of the change in cropping 
pattern. More and more farmers are in¬ 
terested in changing over to soyabean 
cultivation because it is a cash crop. And as 
soyabean is a kharif crop, farmers can no 
longer inundate their fields. The bunds arc 
broken and the water is not allowed to stand 
in the field. 

The haveli tract is one of the largest 
sprinkler irrigated tracts in the country. Due 


WHENEVl-R we find a colourful rainbow 
far away in the sky, wc become elated and 
some of us try to reach it. We walk on and 
on and ultimately falter and the rainbow 
then becomes an incubus for us. 

We have several such rainbows in our 
country. The indigenous names of these 
rainbows are development projects for the 
indigenous people, though the colours of 
these projects arc borrowed from the World 
Bank and IMF. One of these rainbows is the 
Rs 1,300 crore Subarnarekha Multipiirpsoe 
Project (SMP) which is supposed to produce 
electricity for the big industrial houses and 
provide agricultural waters for the rich 
farmers of our country at the cost of inun¬ 
dation af 182 tribal villages (^7 fully and 12$ 
partially) of (as they call it) Jharkhand and 
destitution of about four lakh tribal 
villagers. The SMP, according to World 
Bank policy guidelines, was supposed to 
consult the people to be resettled and the 
host population was to be consulted before 
starting any suah colossal project to be 
financed by the World Bank. The people 
have never been consulted, and now 
while the Chandil unit of SMP is almost 
complete and the Icha-Kharkhai is gallop¬ 
ing towards the completion, the oustees 
have neither physically nor economically 
been rehabilitated. During last monstj^n 
(August 26-27, 1991), 52 villages of Chandil 


to «wer the'lut few «iuBC numbtf 
of tubewells have come up in the region, in¬ 
itially the farmer though having given up the 
haveli system would let the water stand in 
the Held for a few months. This in turn 
would recharge the groundwater. But as 
there is no inundation today there is no 
recharge of groundwater, and with the 
number of tubewells increasing the level of 
groundwater is falling in many places. Here 
is a unique case where traditional and 
modern techniques can go hand in hand. 
With inundation for a short time (traditional 
system) and the use of sprinklers (modern 
system) soil productivity can be greatly 
increased. 

The other important factor which will 
have a disastrous impact for the region in 
the long run is the Bargi dam. Irrigated 
agriculture is not at all suitable for the heavy 
black soil of the region, and that is precise¬ 
ly the major reason for the development of 
the haveli system. But water from the Bargi 
dam will reach the region in a few years. 
Once the canal water comes it will not be 
long before waterlogging sets in. 


area were submerged Thousands ol villagers 
were forced lo run away for safely as they 
were not intimated beforehand by the SMP 
oflicials regarding the oncoming disaster 
Their houses and crops were washed awa> 
Reportedly, two people including one preg 
nant woman died trapped by overflowing 
waters. These apait, the project is going to 
cause enormous environmental degradation 
owing to destruction of forests and 
economic loss to the country owing to 
submergence of myriad mineral sources ol 
unknown and unasscssed worth 

l-ollow the Rainbow is a diK umciuat y I ilm 
directed by Vasudha Joshi and Ranjan Pain 
(Vector Productions, 189 Saral Bose Road, 
Calcutta 700 029), the directors ol inter 
national and national award winning 
documentary film Voices from Baliapal. 

The film starts with an introductory Ho 
(tribal) song, sung by Jonga Mai Barjo. a 
tribal woman—". the riser is waiting 
Come. Come with me. Wear your finest 
clothes. And I will lake you across to the 
rainbow”. Alas. had the singer known the 
real meaning of rainbow? 

Then there is a speech and oath-taking 
against the construction of the dams by 
SMP and expropriation of tribal lands by 
the ‘dikus’ (exploiting outsiders). This is 
follosved by a brief but well-knit description 
of the traditional tribal life-style of the Ho 


tribe of Jharktmiul 

Others. How, cenimrTes ago. the gods and 
goddesses of forests had commiserated with 
their ancestors and allowed them lo clear the 
jungles on the preconditions that they would 
never destroy the Sal trees and venerate them 
by celebrating different festivals such as Ba 
and Maghe, etc. They had been following the 
commandments verbatim until the_ dikus 
came, usurped their lands, violated their 
'deshaulis' (places of worship) and 
sepulchral stones with which they bury their 
dead in the village compound so that their 
ancestors would live with them for ever as, 
because of them, they had inherited this 
land, which could produce gold, silver and 
many other precious metals. The ‘sasan diris* 
(the grave stones) are so important in their 
tradition that Jonga Mai Tpibana village had 
to save money for two years for the installa¬ 
tion of a stone on the grave of her husband. 

The film moves on narrating the tragic 
story of Gangaram Kalendia, an ex-army 
man and recipient of president’s award for 
his gallantry in the Indo-China war, who was 
brutally killed by the Bihar police for rais¬ 
ing his voice, for the first time, against the 
construction of the dams. His old friend 
Sado portrays different aspects of the move¬ 
ment spearheaded by the anti-dam activists, 
everyone of whom is now an individual 
leader. It then shows a few s(ogan-shouting 
processions and demonstrations which are 
overwhelmed by the tribal women and 
children—as if it is their movement alone. 
There is an adroitly shot scene of a cock- 
light that signifies the Fight against the 
devastating dams. And there is an interview 
with Jagadanand Singh, the irrigation 
minister of Bihar, who, with the aplomb of 
a minister, claims that if by displacing some 
people, the development of some others is 
possible, there is nothing illogical in the 
dams but the oustees ought to be resettled 
by the government. Ironically, the Film then 
shows some debris of ill-constructed houses 
which were meant for rehabilitating the 
oustees. A woman tearfully says that the 
•sarkar’ has fled leaving them on this desert. 
Devdas Chotrai, the chief administrator of 
the SMP, IS seen squatting among the 
demonstrators at Chaliama work-site as a 
friend and giving them sanctimonious 
assurances. The demonstrators were arrested 
the following day and kept in Seraikela jail 
for months in lachrymose conditions. 

Three languages. Ho. Bengali and Hindi 
have been used in the Film. Some Ho songs, 
sometimes accompanied by some tribal 
traditional musical instruments, and some 
tribal dances as part of their culture, have 
been adeptly picturised. And though the 
film has English sub-titles, the nonchalant¬ 
ly emotional commentary by Vasudha 
penetrates the heart. Ranjan's picturisation 
of the gigantic machines, gnawing the earth 
with whetted claws like wild bears, will 
remain alive for a long time in the memory 
of the audience 


Follow the Rainbow 

Victor Das 

This recent film on the tribal movement against the 
Subarnarekha project in Bibar documents harsh realities 
sympathetically. 
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Applications, on th« pratcribed form, 
are Invited lor the following poets In the 
University so as to reach the 
REGISTRAR, UNIVERSITY OF DELHI, 
DELHI-110 007, latest by FRIDAY, 
APRIL 10,1992: 

FACULTY OF ARTS: 

1. ENGLISH Readers (2) 

2. MODERN INDIAN LANGUAGES 
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Associate (1) 
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Literature 

Research Associate Background of 
classical Persian language & Literature 

4. HINDI Reader (1) 

Special/desirable qualifications 
Specialisation in Medieval Brijbhasha 
Literature 

FACULTY OF SOCIAL SCIENCES: 

5. AFRICAN STUDIES Lecturer (1) 
Special/desirable qualifications 

i) Specialisation in African Politics, 

ii) field work in Africa or visiting 
assignment at an African University, 
ill) knowledge of an African language 

6. CHINESE a JAPANESE STUDIES 
Research Associates {2) 
Special/desirable qualifications 
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7. HISTORY Reader (1). 

Research Associates (2) 
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Research Associate 1 Modern Indian 
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Research Associate 2 Ancient Indian 
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8. POLITICAL SCIENCE Lecturer (1) 
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Political Theory 

9. SOCIOLOGY Reader (1). 

Research Associate (1) 

10. ECONOMICS Professors (2), 
Readers 14), Research Associates (5) 


FACULTY OF SCIINCI: 

11. ANTHROPOLOGY Reader (1), 
Lecturers (2) 

Special/desirable qualifications 
Reader. Evidence of fieldwork in tribal 
societies with specialisation in kinship 
studies/economic studies, cultural 
change studies 

Lecturer 1 Teaching and/or knowledge 
of prehistoric archaeology 
Lecturer 2 Training and/or knowledge 
of forensic science 

12. GEOLOGY Research Associate (1) 
Special/desirable qualifications 
Aptitude in Geological Instrumentation 
and Advance Microscopy 

13. PHYSICS A ASTRO PHYSICS 
Professors (4), Reader (1), Lecturers (9), 
Research Associate (1) 

Special/desirable qualifications 
Lecturers Six posts are earmarked for 
Experimental Physics & three posts for 
Theoretical Physics 

FACULTY OF LAW; 

14. CAMPUS LAW CENTRE Readers (2). 
Lecturers (6)e 

15. LAW CENTRE-1 Lecturers (2) 

FACULTY OF MANAGEMENT 
STUDIES: 

16. MANAGEMENT STUDIES Reader/f). 
Lecturers (4) 

Special/desirable qualifications 
Reader Organisational Behaviour & 
Human Resource Management. 
Computers & Management Information 
Systems and Production & Materials 
Management 

Lecturers Organisational Behaviour. 
General Management, Marketing 
Management, Accounting, Financial 
Management, Operations Management, 
Human Resource Management, 
Management Science, Computers & 
Management Information Systems, 
Business Policy & Strategic 
Management, Health Care 
Administration 

OTHERS: 

17. DELHI UNIVERSITY COMPUTER 
CENTRE Senior Programmers (3), 

Junior Programmer (1) 

Special/desirable qualifications 
Senior Programmers i) Experience ot 


participation in training programme in 
Computer related discipline, ii) intensive 
experience of System Programming on' 
a third generation Computer System. 
Junior Programmer i) Experience ot 
participation in training programme in 
Computer related discipline; 
ii) knowledge of an assembly language 

18. DELHI UNIVERSITY LIBRARY 
SYSTEM Professional Juniors (6)* 
Special/desirable qualifications : 
Knowledge of computerisation 

19. W.U.S. HEALTH CENTRE 
CHIEF MEDICAL OFFICER (1) 


Number of posts la given within 
parenthesis against each post, 
e Five out of six posts are temporary. 

♦ Two out of six posts are temporary. 

SCALES OF PAY 
Professor/Chlaf Medical Officer: 

Rs 4500-150-5700-200-7300 
Reader/Senior Programmer 
Rs 3700-125-4950-150-5700 
Lecturer/Junior Programmer/ 
Proleuional Junior: 

Rs 2200-75-2800-100-4000 
Research Auoclale: Rs 2200-100-2700 or 
2700-100-3200 or 3200-100-3700 or 3700- 
125-4325 (Depending upon the recomm - 
endations of the Selection 
Committee) 

All above posts, other than those of the 
Research Associate, carry, DA, CCA, 
HRA, etc as are admissible under the 
rules inforce in the University, from time 
to time 

The details regarding prescribed 
essential qualifications and application 
forms, for above posts, can be had from 

the Establishment Section-IV (Room No. 
205), New Administrative Block, 
University of Delhi, Delhi-110 007 on all 
working days, either personally or by 
sending a sell-addressed and postage 
stamped (worth Rs. 8/-) envelope (size 
13 cm X 28 cm). 


PROF. S. K. WASAN 
REGISTRAR 
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Benaras Rocked by Communal 
Violence 

Asghar AU.Engineer 

The claim of the BJP government in UP that communal peace is 
the norm under its rule has been proved hollow not merely by the 
fact that Benaras city was rocked by communal violence in 
November 1991. The active role of the BJP-VHP combine is 
evident in the upsurge of Hindu-Muslim hatred in the city -in early 
November. 


THE RIP’S claim that communal riots do 
not take place under its rule may have 
been true in one or two instances, specially 
when it had captured Ahmedabad 
Municipal Corporation but this claim has 
proved to be hollow since late 8fls and 
early 90s. There have been quite a lew 
riots in the BJP-ruled states like Madhya 
Pradesh, Rajasthan and now UP. It was 
under BJP rule that Jaipur and Jodhpur, 
cities which had a proud record ol' com¬ 
munal peace since 1947, experienced one 
of the worst communal holocausts in 
October 1990 after 1 K Advani was ar¬ 
rested in Bihar and his Rath Yatra was 
stopped. More than 100 people died m 
Jaipur alone. 

Though the BJP government in UP 
keeps issuing advertisements to news¬ 
papers about the record of communal 
peace in UP under its rule, the Muslims 
there are living in terror and insecurity 
The violent eruption of communal hatred 
in Benaras added to their woes and made 
them more insecure. S C Dixii of the 
VHP who contested the last Lok Sabha 
elections from Benaras on the BJP ticket 
employed communal rhetoric in his elec¬ 
tion campaign and made the atmosphere 
volatile. It did not take long for communal 
violence to erupt. 

Benaras, one of the holiest city for the 
Hindus in India, also has a large number 
of Muslims, mostly weavers—Julahas’ 
The town has witnessed communal 
clashes on and of. The city has .seen com¬ 
munal clashes since early 1‘Jth ccniuiy. 

Benaras is highly crowded and has a 
maze of lanes and by-lanes. There is also a 
maze of castes and sub-castes; Brahmins, 
Rajputs, Chamars, Kurmis, Ahirs, Koiris 
and Bhumihars. Muslims too have 
developed cobwebs of castes in India, in 
Benaras one finds Sheikhs, Pathans and 
Julahas. The Julaha Muslims are large in 
number. Low caste Hindus of this area 
began to embrace Islam after the invasion 
of Turks and Afghans specially under the 
influence of sufis who came in the wake 
of these invasions. No wonder we find a 
large number of low caste Julahas today 
in this whole belt. Maunath Bhanjan, 
Azamgarh and Benaras arc centres of 
weaving industry in eastern UP. 


According to the 1981 census the 
population of Benaras district is 37 lakhs 
approximately (37,01,006, to be precise). 
The male-female latio is 1,000:984 which 
IS higher than the state average of 
l,(KX);88S (hough lower than national 
average of 1,000'929. According to the 
same census data literacy is as low as 31.85 
per cent, being 45 95 among males and 
among females a low of 16.9 per cent. 
Also, Varana.si district has 35.4 per cent 
farmers, 16 9 per cent agricultural 
labourers., 14.6 (ter cent follow traditional 
occupations and 23 I per cent are engaged 
m miscellaneous activities. Muslims con¬ 
stitute 20-25 per cem of the Varanasi 
district population. Among these 
Muslims, almost 70 per cent are Julahas, 

I e, weavers. 

Most of the weavers are poor and 
dependent on daily wage.s but a section 
of them have t urned entrepreneurs and are 
quite well-to-do. As they have acquired 
economic clout, they also aspire foi a .say 
in the political sphere. The dynamics ol 
economic development changes social 
equations between various castes, religious 
and ethnic groups which in turn becomes 
a cause of social conflict. Low caste and 
backward caste Hindus are slowly rising 
in the economic sphere and they now 
aspire for belter social and political status 
which IS denied to them by the traditional¬ 
ly more privileged higher caste groups and 
hence caste conflict ensues. 

Something similar is happening with 
Muslims loo Most of the Muslims were 
converted, as already pointed out. from 
amongst the low caste Hindus and for 
centuries suffered lowly economic condi¬ 
tions. These Julahas, benefiting from the 
market demand and expansion of the sari 
business have improved then economic 
position somewhat and a section now 
owns looms as well as business. For a long 
time Muslims were merely weavers and 
middle caste Hindus dominated the trade 
and benefited most from the labour of 
these poor and exploited weavers. It 
should also be noted that in urban areas 
the Hindu traders have been traditional 
supporters of the BJP and they contribute 
to its election kitty also. 

It is pointed out by many that in a way 


the present riots in Benaras are a result 
of economic competition between Muslim 
weavers turned entrepreneurs and tradi¬ 
tional Hindu traders who had, so far, held 
the monopoly of the sari trade. It is in¬ 
teresting to note that in these riots, as we 
shall sec, many rich Muslims have also 
suffered a great deal 1 hough it would be 
simplistic to ascribe it to only economic 
rivalry, it cannot be discounted either. 

It too has played some role. In the 
Moradabad riots of 1980, economic 
rivalry had played a ina;or role. One could 
say it was a pnncipal factor there. 
However, in case ol the Benaras riots of 
November 1991 ii would be difficult to 
maintain—though some do—that the 
economic factor played a pnncipal role. 

The political atmosphere in the coun¬ 
try has contributed to the Benaras not. 
The BJP had resorted to a naked and 
viscious eommunal propaganda in the 
May 1991 elections It was bent on cap¬ 
turing power by making use of the power- 
lul religious symbol of Ram Janma- 
bhoomi. it had, during the campaign, 
unabashedly used sadhus and sadhvis for 
election propaganda and widely 
distributed hoih audio as well as video 
cas.settes on ihe Ram Janmabhoomi issue 
which weie played at all public places 
without attracting irieveniive action on the 
part ol the government These cassettes 
sought to arouse raw religious passions. 

I hough elections were ovei in May they 
left a bitter communal taste. 

It should also be noted that S C Dixit 
the former DCj polise had contested 
pailiamentai y election on the BJP ticket 
Iroin Benaras and won Disit is also con¬ 
nected with the VHP. 1 liiise who follow¬ 
ed his campaign trail confirm that he 
sought to aiou.se religious emotions 
among the Hindus. In addition to the 
Ram Janmabhoomi issue, the Gyanvapi 
mosque issue was also raised and being 
nearer home it had driest ap|>cal to the 
Hindus. Also, because ol what had hap¬ 
pened during the kai seva in Ayodhya on 
October 30 and November 2, 1990 and 
exaggerated propaganda by the VHP and 
BJP, the pohse lorcc had also been near¬ 
ly communalised 

Ihc November 1991 riots in Benaras 
look place against the background of by- 
elcctions which were to take place all over 
India, including the LiP and the BJP was 
determined to win the assembly as well as 
I ok Sabha seats. It once again wanted to 
employ Ihe well tried Hindu card. The 
BJP government had promised to con¬ 
struct Ihc Ram Janmabhoomi mandir im¬ 
mediately alter coming to power in UP 
which It could not for various reasons. It 
had to satisfy its disgiuntied cadres and 
even more so the Bajiang Dal cadres. 
Communal violence could satisfy them to 
some extent. 

There is one more politico-economic 
factor which adds to the communalisation 
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of politics in Benaras. As most of the 
Muslims are poor wage-earning weavers, 
they lend to support the communist par¬ 
ties CPI and CPI(M). In 1967 elections 
when the Congress was routed in the en¬ 
tire district, the Benaras scat for parlia¬ 
ment was won by a Parsee Rustam Saith, 
a CPi(M) nominee and the Benaras south 
assembly seat by a CPI candidate whereas 
the Benaras north and Cantonment seals 
were won by the then Jan Sangh. The 
communist candidates obviously won 
mainly with the support of Muslim 
weavers. The communist victory shocked 
many people in the city and a Jan Sangh- 
communist confrontation developed 
which consequently look the form of 
Hindu versus Muslim confrontation as the 
communists were supported by the 
Muslims. 

There were practically no communal 
riots in Benaras from 1947 to 1966 but 
from 1966 to 1991, i e, 25 years, there have 
been about 12 communal liots. There were 
riots in l%7 (trouble started with a tazia 
procession and three persons died), 
December 1969 (Muslims climbed the 
teniple of I at Bhaiio and threw Icaveii on 
the temple resulting in the outbreak of a 
riot), June 1972 (Muslims were taking out 
procession protesniig against the Aligarh 
Muslim University Bill, The police 
clamped section 144 and hence tried to 
stop the procession which resulted in com¬ 
munal violence), October I977> (trouble 
started on the occasion of Durga puja 
clashes occurring between Muslims and 
Bengali Hindus on the question of land 
at Oeonathpura. It was a very serious 
communal trouble resulting in several 
deaths and excesses by the PAC), 
December 1978 (it was a minor clash 
resulting from brickbatting on a tazia pro¬ 
cession near Hanuman Phatak by some 
anti-social elements), November 1985 (it 
was again the procession of Durga being 
taken for immersion and trouble broke 
out near Katuapura), February 1986 
(Muslims observed a black day as the lock 
of Babri Masjid was opened There were 
stone throwing followed by stabbing and 
rioting), July 1986 (there was brickbatting 
on the Holika at village Kotwa and on the 
other side Hindus threw .stones on the 
tazia procession in village Lohta near 
Imambara). These are some of the major 
and minor incidents which have occurred 
in Benaras in the last three decades. 

This time too the noting began with the 
religious procession of the Kali idol. It was 
being taken out for immersion from 
Deonathpura to Dashaswamedh Ghat. 
This procession too, like other religious 
processions in recent times, had its load 
of anti-socials, some of them drunk. The 
organisers of this procession belonged to 
what is called Nav Sangh club. It seems 
the members of the club were divided into 
two groups, one led by Shambhu Nath 
wheneas the other group was led by the 


BJP, VHP, RSS people. Shambhu Ntfth 
seemed to be in a dominant position as 
he took command of the procession. He 
did not allow the other group led by the 
BJP, RSS, VHP to lead the procession. 
This group comprised some 250 persons 
and was standmg aside when the proces¬ 
sion proceeded. However, when the pro¬ 
cession reached the road, this group 
merged into it. 

»• A section of the processionists began 
shouting slogans and firing crackers. 
When It entered Madanpura—a Muslim 
locality—slogan shouting and firing of 
crackers intensified, it is also said that a 
fire cracker entered a shop belonging 
to Mohammad Husain Pehlwan alias 
Natemian who took objection. Others 
from Madanpura also objected to the fil¬ 
ing of crackers Though there was obvious 
danger of trouble breaking out in Madan¬ 
pura, the police was conspicuous by its 
absence. This was corroborated by 
eyewitnesses. Some people also told our 
investigators that in this confusion 
someone disconnected electric lines and 
the area was plunged in darkness The 
Kali idol too could not proceed lurther 
from Jangambadi and was immersed at 
Dashaswamedh Ghat at about 1 am. 

As the procession did not proceed lor 
a long time all sons of rumours spread 
in the city. It was rumoured that the 
Muslims had broken the Kali idol objec¬ 
ting to fire crackers and that a nitmbei of 
Hindus were dragged inside Muslim 
houses in Madanpura and done to death 
Such rumours sparked trouble in 
Godowlia aiea .Sushil cinema house, in 
which the evening show was on and 
number of Muslims were in the theatre, 
was attacked and Muslims were identified 
mostly by their caps and beards. Though 
the manager of the cinema protected 
many, a lew Muslims were dragged out 
and stabbed, at least three fatally. Two 
were burnt alive right in the presence of 
police. In all five Muslims died in 
Godowlia locality According to eye¬ 
witnesses the crowd also demanded the ar¬ 
rest of Anis Ansari, a prominent social 
worker and a rich businessman who was 
later'done to death by the police. 

Thus in Godowlia area five persons 
died on spot and 12 were injured one of 
whom died in hospital. Many Muslims 
present near Sushil cinema also maintain 
that many Muslim women inside the 
cinema hall were raped by the Hindu 
rioters. However, this does not seem to be 
true. At least this has not been cor¬ 
roborated by other independent sources. 
On the contrary police officials, newsmen 
and witnesses said that the cinema hall’s 
manager acted on behalf of the Muslims 
that night. When the mob began attack¬ 
ing, the manager locked 17 Muslims in a 
.secure closet and ran for police help. Thus 
these lives were saved. The situation was 
brought under control when senior police 


officials arrived at the spot of tragedy. 
They clamped indefinite curfew in eight 
poiice station areas—Dashaswamedh, 
Bhelupur, Luxa, Chowk, Adampur, Jait- 
pura, Kolwali and Chetganj. 

The police did not take any steps after 
the incidents of November 8 to defuse the 
situation. They further angered the 
members of minority community by 
house-to-house searches and arbitrary 
arrests. These searches were more vigorous 
in Madanpura and other Muslim localities 
though mainly it was the Muslims who 
were killed. Since curfew was in operation 
they were helpless but were waiting for an 
opportunity. Curfew was strict in -the 
Muslim areas, specially in Madanpura. 

Until November 12 there were minor 
incidents. On the 9th two Muslims died 
in a bomb blast in Bajardeeha Mohalla. 
But It was not known whether they were 
making bombs or they were victims of 
not. Also a case of fatal stabbing occur¬ 
red in Madanpura area. The victim was 
identified as Hindu It is reported that he 
was a drug addict and had gone to obtain 
drugs in that area. On November 10 
though no incident was reported house- 
to-house searches continued in Madan¬ 
pura area. In all 99 persons were arrested. 
Whereas curfew continued in Madanpura, 
it was relaxed in Bhadaini and Assi from 
1 to 6 pm due to Nag Naihaiya leela. 

On the fourth day, i c, on the 11th, one 
Muslim was slabbed at a busy road in the 
Chetganj area when curlew was relaxed. 
Some eyewitnesses say that the police 
damaged two mosques in the Madanpura 
area On Nosembci 12 though no violence 
was reported, large number of arms and 
ammunition were found in Doodh ki Satti 
in Godowlia On thai day curfew was 
relaxed for three hours in all areas except 
Madanpura where rela.xation was only for 
one and a half hours. 

November 13 was again a day of doom 
lor Benaras. On that day curfew was relax¬ 
ed in Madanpura for Ihree hours from 12 
to 3 pm on the insistence of Anis Ansari. 
Police searches were continuing in Madan¬ 
pura area but nothing much was found. 
The police were quite friendly to Anis and 
on November 13 too they were having tea 
with him. Later the DM, SSP and SP went 
to Jangambari with Anis at about 2.20 
pm. At 2.30 Anis returned to his house 
and the officials went to Godowlia. 
Curfew was lifted up to 3.00 pm that day 
and no untoward incident look place un¬ 
til 2.50 pm. 

However, by about that time some 
Muslims appealed in the lanes (just 10 
minutes before the curfew was to be im¬ 
posed again) and began stabbing Hindus 
on the road. It is reported that within 10 
minutes about eight persons were killed 
and several others injured. The DM, SSP 
and SP rushed to Mandanpura from 
Godowlia on hearing of the incident and 
immediately imposed curfiew. Three com- 
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panics of PAC, CRPF and local police 
began the search operations in Madan- 
pura. In all 326 Muslims were arrested 
after this incident. It is interesting to note 
that out of those arrested 30 persons 
belonged to the family of the mayor 
Mohammad Swaieh Ansari. He is also a 
rich sari dealer. 

Here BJP vendetta is obvious. The 
mayor was kept under house arrest for 
three days and was not allowed to contact 
others. According to Saleh Ansari it was 
a political vendetta. The BJP was in¬ 
terested in the mayoral post. It contested 
but was defeated by Svvaleh Ansari. Of 
those arrested from amongst the Muslims, 
29 were arrested under section 307 CrPC 
and 118 under section 302. 328 Hindus 
were arrested for violation of curfew. By 
November 22 all except 117 Muslims 
charged under section 302 were released. 
These Muslims are of 10 to 90 years age 
group and have no previous criminal 
record. 

Anis's death at the hands of the police 
was most unfortunate. An is belonged to 
a rich business family of Muslims in 
Benaras. He was an old Congressman and 
was also president of the local peace com¬ 
mittee. The general view about him was 
that he was quite secular and popular 
among the Hindus also. He had, as 
pointed out above, friendly relations with 
the police and other district officials. In 
fact these officials used to visit his house 
quite often. At times he even influenced 
transfer of some lower rank police of¬ 
ficials. It IS al.so reported that Anis was 
against the drug mafia in Madanpura. 

Anis’s tamily members told our in¬ 
vestigator that since November 8, he was 
actively involved in promoting communal 
peace. The police officials visited his 
hou.se at least 10 times after the November 
8 not. SSP, Karamveer Singh beat him 
mercilessly and brutally and he died on 
November 13 m police custody. Police 
alleged that he was behind the killing of 
eight Hindus on November 13 

The DM claimed that when olficials 
came to Madanpura on November 13, a 
bomb suddenly exploded near the SP 
(city), Jivan Chand Pandey. He was, 
however, not hurt. According to the police 
the bomb came from Anis’s house. But 
Pandey admitted that he had not seen 
anybody from Anis’s house throwing the 
bomb. If Anis was really plotting all this 
the question arises was the police not 
aware of it? Why were they fraternising 
with him? Why was he not arrested after 
the November 8 violence? Jivan Chand 
Pandey even maintained that he was on 
the list of communalists since 1977. Ob¬ 
viously there is n;)ore to it than meets the 
eye. 

Anis’s brother Mohsin was also arrested 
and beaten up by the PAC. His spine and 
leg were broken. He is a diabetic patient. 


He was not given water for 32 hours in 
police custody. He was released on bail 
only on January 6, 1992. Even the noted 
Urdu poet Na^ir Banarsi was not spared 
by the police. Why such police excesses on 
prominent Muslim family? There arc- 
various views. One view is that some 
Hindu traders competing in the san 
business with Muslims have been BJP 
supporters and they were out to humiliate, 
if nut wipe out, their Muslim competitors. 
Moreover, the Ansari family had been 
supporters of the Congress since years. So 
it was also a political vendetta. 

The Sadbhavna Samiti members 
(Deepak Malik, STripathi, Rakesh Sii.gh, 
Qamar Jahan, Sushma Pandey and 
others) also felt that the BJP had plan 
ned riots on November 8 with the local 
administration to demoralise Muslims 
Two Muslim families including Anis’s 
family were the most prominent san 
traders and the BJP traders, according to 
the Sadbhavna Samiti, wanted to 
eliminate their Muslim competitors and 
they could do it during these riots. 

In the Benaras riots in all 19 persons 
were killed. In a way Benaras not was uni¬ 
que. Ann-social elements did not take pan 
iFTt in a big way. Not many shops were 
looted or burnt. Only two Muslim shops 
in Godowlia area were burnt. It was the 
police which played the main part in the 
riots. They were out to terrorise the 
Muslims. They looted cash, jewellery and 
destroyed looms, VCRs, TV sets, etc. The 
loss of property is roughly estimated at 
Rs 2 crore. One woman from Madanpura 
said that when a police search parly came 
siic told them that there are no weapons 
in their house Thereupon the police told 
her that they are not in search of weapons, 
and demanded the key of the cash box. 
A large contingent of the PAC raided 
Muslim hou.ses in Baniabagh one and half 
kilometres from Madanpura on the charge 
that a large quantity of arms were hidden 
there Hundreds of people from thi:. 
locality were mercilessly beaten up and 
arrested. Also, in this not, the rich 
Muslims sullered most. Seventy-five year 
old Haii Abbas said that the police had 
destroyed his shop, looted silk and cash 
amounting to one lakh and broke one of 
his arms. 

Rot t OS Priss 

In Benaras two Hindi dailies Aaj and 
Dainik Jggran have large circulation The 
other two dailies Swaianira Bharat and 
the eveninger Bharat Doot have limited 
circulation. Both Aaj and Datnik Jagran 
have communal overtones. Also they com¬ 
pete with each other and hence try to out¬ 
bid each other which further sharpens 
their communal tone:. According to 
Chandra Kumar, ex-editor of Aaj, “the 
paper is completely under the sway of its 
owners vho want to sell more and more 
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by sensationalising news stories’’. The 
other two, Swatantra Bharat and Bharat 
Doot maintained more objectivity and 
poise. They were even dubbed ‘Muslim 
papers’ 

Aaj and Dainik Jagran came out with 
sensational stories about underground 
tunnels, transmitters, petro-dollars etc. 
The BJP Ml A. interestingly claimed that 
these tunnels could be detected only with 
the aid of militarv equipment. Many 
Hindu women also believe that there is a 
'surang' (tunnel) in Madanpura and they 
are afraid of setting foot there. Thus it can 
be seen that as usual 'he local language 
piess played a sensational role in Benaras 
riots Preceding the riots on November 8, 
these two papers gave sensational head¬ 
lines about the Ram Janmabhoomi con 
troversy On Nsisember 5 the headline in 
one ot these papers was ‘Bomb exploded 
in Ayodhya —One died and four injured’. 
Both Aaj and Daily Jagran also cam¬ 
paigned lor ariesi of ihe mayor Swaieh 
Ansari 

It should also be mentioned that Nav 
Bharat Times, Times oj India, Swatantra 
Bharat and Bharat Door maintained ob¬ 
jectivity in their reporiii.g over the riots. 
But administration accuses them of sen¬ 
sationalising the news 

Ron oi Disiru I Aosiinisiraiion 

Less said about the role ol district ad¬ 
ministration the belter It was quite lax. 
There was no proper police ‘bandobust’ 
when the Kali procession was passing 
through Madanpura The DM maintains 
that adequate police was not available. 
The question is did the administration not 
know that the Kali procession was to be 
taken out. Also, on November 8. people 
in Godowlia were killed in the presence 
of the police including the burning alive 
of two persons On November 13 too, 
when ihe Muslims were on a killing spree, 
the police did not do a thing The ad¬ 
ministration did noi lake any step to 
quash rumours. While it permitted 
S C Dixit ol the BJP to loam around 
freely in the not affected areas other pro¬ 
minent politicians and social workers 
including V P Singh were not allowed to 
visit these areas. It speaks volumes for the 
objectivity of the administration. The ad¬ 
ministration also did not take any action 
against the iwo Hindi dailies. Instead it 
accused balanced papers like the Nav 
Bharat Times, Swatantra Bharat, etc, of 
being ‘sensational’. 

Benaras cit y will carry Ihe scars of this 
violence for long. One does not know 
when these scars in the present cir¬ 
cumstances will heal. The holy city has 
lost its serenity and spiritual equanimity. 
Ivet us hope It is not for ever 

|Muni/a Khan of ihe Ciantihian Insniulc. 
Varanasi invesiigaied and euliccled data | 
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GATT: Countdown to Oblivion? 

Frederick F Oairmonle 

The official claim that GATT is the grand promoter of a 
multilateral trading system is public relations ballyhoo since the 
policies of transnational capital—transfer pricing techniqiies and 
intra-firm transactions—have annihilated multilateralism and 
accountability. 


THE bouiade by Rrugman of MIT ihal 
GATT is dead is still not true; rather it is 
a frail and tragic institution whose agendas 
and ideological guidelines arc being battered 
by tidal waves of crises over which the in¬ 
stitution and its 107 member states are 
largely impotent. Tbmultuous events, not 
least the Maastricht talks, have overshadow¬ 
ed the current Uruguay Round that began 
in Punta Del Esie in 1986. Within the 
secretariat and among the contracting par¬ 
ties there is a peivasive air of futility. The 
flash of optimism that surfaced in l-ebruary 
following the Brussels debacle of December 
1990 has evaporated. 

On the critical issue of farm trade the 
round has ground to a halt. The EC offered 
to slash its domestic supports (internal sup¬ 
ports and border proieciion) by 30 per cent 
over 10 years. No agreement has .surfaced on 
the baseline from which reductions are to be 
measured; the US/Cairns Group (CG) insists 
^ on 1986-1988, the EC on 1986-1990. The 
salient controversy continues to be whether 
the cuts in export subsidies should be in 
volume or budget terms, or a combination 
of both. The question turns on whether 
these objectives are implementable—if at 
all—and over what interval of time. Behind 
the legal jargon aqd esoteric tcchnicalia a 
•war without respite for bigger world market 
shares is being fought. 

The US/CG demands not only cuts in 
export subsidies, but also a limit on export 
tonnages, whereas the EC advocates cuts in 
budgetary allocations and volume restraint. 
Further, the EC seeks to ‘rebalance’ its 
reductions in supports by increa.ses in pro¬ 
tection against cereal substitutes that enter 
duty free. Fuelling the firedf the debate has 
been the so-called ‘battle of the green and 
amber boxes'. The US/CG suggests that 
there should be only one ‘box’ for both sorts 
of suppon.s. In contrast, the EC suggests 
compensatory payments for price reductions 
to be in the ‘green box' of authorised sub¬ 
sidies. In addition, they contend that US 
deficiency payments should be placed within 
the ‘amber box* subject to limits set upon 
assistance. 

Hnceptibly, since February the negotiating 
posture of the US/CG has become more 
belligenenL They ate not'satisfied merely 
with negotiated reductions at a given point 
in tim^ but ate pushing for deeper cuts even 
after the negotiated reductions have been 
agreed upon. What became very much 
clearer in 1991 was that US strategy 


(markedly so within the USDA) has never 
abandoned its guest for the liquidation ol 
CAP. Now more than ever, it is seen as the 
major threat to US farm exporters, now 
desperately bent on recapturing their lost 
market shares To be sure, US faim exports 
plunged from around 27 per cent of ag¬ 
gregate exports in the first half of the 70s 
to less than 10 per cent at present 

As with its predcces.sors (Dillon, Kennedy 
and Tokyo) the current round is characteris¬ 
ed by the absence of transparency A 
Caribbean delegate encapsulated the spirit 
of the round when he asserted that there is 
no 'democratic debate at all. Instead ot 
authentic miiKilateial talks we are being sub¬ 
jected to bilateralism in some of its most 
flagrant manifestations Such corporate 
boardroom procedural methods have always 
been congenial to the wheeler-dealer mam 
pulations of the protagonists of the TNCs 
whose presence and power have never been 
far removed from the negotiating sessions. 

The official claim that GATT' is the grand 
promoter of a multilateral trading system is 
public relations ballyhoo since the policies 
of transnational capital have annihilated 
(due in large measure to transfer pricing 
techniques and intra-firm transactions) 
multilatcraltsm and accountability. After the 
momentary euphoria of the Gulf war the 
gap between rhetoric and reality has become 
an abyss. 

The round was never the same again after 
that grand climacteric on Sunday, September 
29, when thousands of farmers marched on 
Pans together with the entire political 
opposition, save one. Mitterrand quickly 
gra.sped that the scale of the eruption of this 
social force was one that could not be trifl¬ 
ed with. 

For the ruling political formation the issue 
had become one of survival: regional elec¬ 
tions in 1992, national elections in 1993. Nor 
was this .shattering event ignored by the 
US/CG and the EC who while continuing 
to vociferate about a ‘successful’ outcome 
of the round had privately—and not so 
privately—come to the realisation that farm 
‘liberalisation’ was a notion that could be 
construed in many ways. 

The upsurge against the thrust of 
liberalisation was not confined, however, to 
France. The tragedy that struck Canada's 
wheal bell was one that had not been 
witnessed since the Great Depression. 
Caught in the cross-fire of a trans-atlantic 
grain subsidies war between the US and the 


EC that plunged the price of wheal final S 5 
to S 1.7J a bushel—the lowest price in 20 
years—family farms in Saskatchewan are 
going bankrupt at the rate of 1,000 a year. 

According to The M&sA/ng/on Post 
report' one-sixth of the province’s farmers 
have gone through a bank-debt review pro¬ 
cess in the last year, invariably.the initial 
move before foreclosure. In Ontario, nearly 
a third of farmers are failing to meet their 
debts. Net farm income is down 27 per cent, 
from the peak year of 1987. This is how one 
farmer puts it in words reminiscent of an 
Okie farmer in Steinbeck’s The Grapes of 
Wrath. “One week you’ll be talking with a 
neighbour, and you’ll think he’s doing all 
right. The next week he’s gone There are 
rumours here about everything except a guy 
lacing toreclosure;’ 

( (impounding the financial squeeze is the 
steady rise in production costs: fuel, 
machinery, fertiliser, insurance and high 
interest rates Deprivations of the farm 
population III the very heartland of north 
American capitalism is unknown, however, 
to the proponents of uninhibited liberalisa¬ 
tion such as Cargill, the grain and agri¬ 
business colossus (1991 sales. 142bn) whose 
fortunes arc impervious to the twists and 
turns of recessionary tempests. According to 
corporate data its profits rocketed 62 per 
cent since 1986 Its net worth, just $ 9Sm 
25 years ago, is now % 3.7bn, a dazzling com¬ 
pound growth of 15.8 per cent 

DhCFIIRAllON OI EtONOMtt GROWTH 

The round’s dcb.icle is occurring at a 
moment when financial markets have never 
been wobblier partnered by tumbling growth 
rates, seen in the national accounts of six 
major capitalist countries The US economy, 
the world’s biggest is on the ropes. Over the 
past two years it has grown a minuscule 0.5 
per cent. On the budget side the government 
is running a deficit of $ 350 bn a year at a 
time when the fiscal accelerator is already 
pressed to the floor (sec the accompanying 
table) 

Prospects of a sustained recovery are 
almost nil because ol the ab.sence of buoyan- 
cy factors in the international economy. A 
quasi-permanent depression in the world 
economy is global debt now hovering around 
S 30 trillion. Industrial excess capacity is 
omnipresent hitting around 20 per cent in 
OECD countries combined with sharp up¬ 
surges in inventory, and a precipitous drop 
in consumer confidence everywhere. For the 
third consecutive year per capita incomes in 
Africa and Latin America have not kept 
pace with population growth. As usual, the 
unemployed and the marginalised in the 
third world have'ccased to be counted. 

PROTfcC IlONISM iNSinUTIONAl 

Pillars 

On all occasions the Reagan/Bush 
ideological engineers have invoked the nir¬ 
vana of ‘the magic of the market place*, a 
phrase with a noble doctrinal lineage^ but. 
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itatncted fmn a specific histofkal conttM, 
it, becomes an ignobk propagandisiic 
ouibuist. 

It has little in common with that legen¬ 
dary battle-cry made in 1846 by that pas¬ 
sionate free-trader John Cobden: “Jesus 
Christ is free trade. Free trade is Jesus 
Christ”’ It mirrored the burning faith of an 
ascendant capitalist class at a speciFic and 
relatively competitive phase in capitalism’s 
history. A phase that has vanished, destroyed 
by the very dynamics of capital accumula¬ 
tion and the massive aggregations of con¬ 
centrated economic power. To clamour for 
The magic of the market place' or any of 
its current marketable euphemisms is thus 
an act of obscenity. 

By end 1990, the sum total of agricultural 
supports in the OECD economies leaped by 
12 per cent to a record $ 300bn’ The pro¬ 
ducer subsidy equivalent (PSE), a measuic 
of total subsidies paid to farmers, rose by 
16 per cent to S 176 billion, 44 per cent of 
the value of the crops and livestock 
produced. In per capita allocations the US 
spends S 22,000 per full-time farmer in 
yearly production subsidies—outstripping 
Japan ($ 15,000) and the Et ($ I2,fK)0).' 

The benefits of this largesse go to a 
minuscqle number of big producers. Of the 
S 9.3bn that the US spent on price supports 
for grain, rice and cotton growers in 1990. 
about two-filths went to 5 per cent of farms 
whose revenues exceeded J 2,50,000 Since 
one good turn deserves another the lobbies 
of the big farmers bankroll lavishly the C'on- 
gress politicos. 

As in agriculture, OECD protectionism of 
industry in 1990 approximated $ 290bn that 
adds to about $ 600bn. With this kind of 
protection money where is the magic ol the 
market place? Given the magnitude ol these 
sums comparison with third world primary 
and non-primary commodity exports 
become invidious. It is to this group of 
afflicted peoples that the US/EC duo arc 
brazenly preaching in the round the necessity 
for ‘negotiating Hexibiliiy'. 

Negotiations on the Multi hibre Agree¬ 
ment are deadlocked World exports of 
elothing (S I04bn) equalled that of textiles 
for the first time in 1990. The MIA which 
governs the S 2U8bn trade was designed to 
give the advanced capitalist cconom>es a 
breathing space to adpisi to third world 
competition. That was .30 years ago What 
the MFA has done is to push third world 
exporters into w hat promises to be a perma¬ 
nent straitjacket or bilaterally negotiated 
import quotas. 

Removal of this anomaly is a central goal 
of third world producers. Ncga|ttaticins arc 
stalled on the mode of dismantlement'of the 
MFA; the duration of the phase-out period, 
the products to be covered, and the growth 
percentages to be covered by quotas. There 
is little hopie that 'market access' will be 
achieved by groups of countrtes and then 
applied across the board under GATI’s, 
non-discriminating Most Favoured Nation > 
(MFN) principle. 


In 1990. Bush vettnd the ibetile Bill 
dctigtwdTo sea) off the US textile market 
from international competition. In the 
meantime, competition has intensified and 
the US textile deficit has climbed to around 
S 30bn in 1991. At that lime, both Houses 
of Congress were .close to a two-thirds 
majority necessary to overthrow the veto in 
the run-up to an election year, combined 
with wholesale job liquidations and closures 
of textile/clothing plants, any attempt by 
Bush in 1992 lo repeat his 1990 performance 
would be politically self-destructive. Times 
have changed as a texiile-bankfolled Con¬ 
gressman reminded his audience. Which 
simply means that politicians are expen¬ 
dable, but the power and money of the 
Congressional textile lobby is flourishing 

Iakimicaiion 

Although agriculture embraces only 13- 
per cent ol world merchandise trade it is a 
vital sector given the number of countries 
that depend on agricultural exports and 
Its employment impact Even on the ques¬ 
tionable assumption that some kind ol Iran- 
tic last minute agreement can be stitched 
together on term', defined by the two major 
antagonists it would not eliminate the anti¬ 
dumping policies which arc another variant 
ol protectionism operating under the guisc- 
of fair trade 

The US which fathered the concept of 
‘tariffication’ (under which trade barriers are 
replaced by customs duties which arc then 
progressively reduced) has run up against 
fierce opposition not only in Japan and 
South Korea but others as well. The concept 
and tts implementation is unacceptable to 
Japan for political reasons. W'lih over hall 
of Japan's electoral constituencies m rural 
oi semi rural areas the l iberal Democratic 
Party has so far rejected the idea Abolition 
ol import rcstni'tions would spell bankrupt¬ 
cy for more than half of the nation’s f 8 
million rice farms 

Suggestive of the pressures and counter 
pressures within the round is that Japan's 
finance ministry reminded Australia (chair¬ 
man ol the Cairns Group) that it would not 
be wise to push too openly foi ‘tariffication’ 
as this could be prejudicial to Japanese 
investments in Au.s(ralia At a time when 
Australia is mired in one ol its worst 
recorded recessions the point was under¬ 
stood. Likewise, given the political brazier 
that IS Canadian agriculture and the fear of 
a march on Ottawa the federal government 
IS bent on presetvmg the supply manage¬ 
ment system lor farm products. 

Tariffication may be construed as a minor 
issue but through its prism one perceives its 
other linkages and impacts. Canada's 
resistance lo tariffication, for example, stems 
not only from the pitiable stale of the 
national economy manifested in productivity 
falling from an average of 2 per cent yearly 
in the 19t>0s, to 0.7 in the 1970s and to less 
than 0.2 in the 1980s. 

What the war over Tariffication’ high- 


Table; Selected DMEs* Demand and 
Output 


Percentage Changes 
Over Previous Vtar 


Domestic Demand 
of which: 

2.4 

1.0 

Private consumption 
Private fixed 

2.2 

1.5 

invest mem 

4.0 

-l.l 

Public expenditure 

2.8 

1.5 

Slockbuilding* * 

-0.4 

-0.1 

GN P/GDP 

2.6 

1.4 


Nolei\ * Developed market economies: 

Canada, France, (lermany, Italy, 
Japan. USA 

•* Percentage contribution to GNP/ 
GDP growth. 

Source: Bank of England Quarterly Bulletin, 

Vol 31. No 3. November 1991. 

lighted is the antagonistic relationships 
within and between all the major regional 
groups descriptive of Thomas Hobbes 
(1588-1679) omntum helium contra omnes, 
a situation exacerbated by the persistence of 
economic crisis. From the very onset of the 
round there has been (he endemic fear that 
the US/EC were attempting to strike a deal 
behind the backs of the CG, and then pre¬ 
sent the outcome of ihcir deal as a fan 
accompli. 

As a Cairns spokesman observed, the only 
thing we learn about the bilateral US/EC 
negotiations are vague generalities and 
familiar platitudes Which is another way of 
mouthing the same old but accurate story: 
most of the deals in all their shapes and 
forms that were being made and unmade 
were outside GATT and incompatible with 
multilateralism. Perhaps the most bitter 
legacy of this protracted and fruille* v round. 

Several third world paiticipants were say¬ 
ing openly much the same thing. What is the 
point of the round if there is no market 
access for third world exports? No doubt a 
vital issue but it is only a single issue relating 
lo the north-south confrontation which is 
not within GATT’s perimeter, engineered as 
It IS to retain the structures of power and 
privilege. 

In such a maelstrom of irrepressible an¬ 
tagonisms generated by unequal power struc¬ 
tures the round was doomed to failure from 
the beginning. None of Dunkel’s well- 
intentioned effons could save the show. One 
official ventured to make the debacle a little 
more palatable. “All we've got to do now is 
keep the show on the road!' Ignore the 
cynicism. What kind of multi-million dollar 
show are we talking about? For the benefit 
of whom? And once again at whose 
expense? 

Notes 

1 The H'a.fhington Post, November 4, 1991 

2 The vivid image used by Adam Smith in The 
Wealth of Sahons, (1776) was ‘the invisible 
hand' 
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3 Quoted in K March, The Poverty of 
Philosophy,. Brussels. 1847 I have not been 
able to trace the original quotation in 
Hartsard. For the wider ideological backdrop 
that led to the triumph of economic 
liberalisr c f, F I C'lairmonte, Eionomn. 


BILATERAL relations between neighbour¬ 
ing countries, however cordial they may be 
on the surface, arc fraught with mutual 
suspicion, especially when one of the coun¬ 
tries is small. In the case of Malaysia- 
Singapore relations there is the added racial 
and cultural xenophobia that the dominant 
race in each country, traditionally, has for 
the other: the Malays in Malaysia and the 
Chinese in Singapore. That Singapore was 
once a state in Malaysia, albeit tor only two 
years, is another irritant. 

Bilateral relations, therclore, depend much 
on good relations between leaders to cool 
the mistrust, real and imagined When 
Singapore left Malaysia in 1965, the bit¬ 
terness got los'ked into official policy. Time 
softened that, but some of those leaders con¬ 
tinue to be active. A new generation in both 
countries has emeiged, with their own pre¬ 
judices and unflattering views of the other. 

This is noticeable whenever relations bet¬ 
ween Smgapotc and Malaysia seem to im¬ 
prove. Singapore’s defence policies assume 
that Its only potential enertiv is its bigger 
neighbour in the north .Malaysia looks upon 
Singapore as a Chinese island in a Malay 
sea, strengthened and aided by the overseas 
Chinese community’s economic and protec¬ 
tive eye towards it Singapore’s rapid in¬ 
dustrial and economic growth since l%5 by 
intuitively grabbing economic, industrial and 
business opportunities, and by providing a 
global economic, iiidustnal and tiading 
showca.se in Singapore left Malaysia, with 
its complexity of sociological and economic 
problems, behind. 

More than any two neighbours, Malaysia 
and Singapore depend on their leaders for 
good relations That prevented ties from 
becoming worse But the pinpricks continue 
Recently. Singapore apparently without 
consulting its ministry of defence arbitrarily 
raised the rent Malaysia pays for the Royal 
Malaysian Naval Base at Woodlands, by six 
times. Malaysian cars dnving into Singapore 
have from this year, to pay a daily tax of 
S$20 (about US$11) a day after the mtiial 
five free entries during weekdays and 20 over 


Liberalism and Underdevelopmeni: Studies 
in the Dininiegraiion of an Idea, Bombay 
and London, I960. 

4 OECD Agricultural Policies, Markets and 
Trade. Pans, 1991 

5 Lortune. December 2. 1991, 


weekends, instead of the 60 free entries in 
the past. It IS a matter ol time before 
Malaysia reacts. 

The ownership of a 500 square metre rock, 
on which sits a lighthouse, called I'edra 
Branca by Singapore and Pulau Batu Putih 
by Malaysia, nearly brought the two coun¬ 
tries to a naval conflict four years ago 
Recently, it has come into the news again, 
with both holding their ground, and 
Singapore suggesting that its ownership be 
decided by the World Court A loini 
lndonesia-Malay.sia military exercise last 
Augu.st, amidst the general elections in 
Singapore, led Singapore leaders lo qiiesiiuii 
publicly Its timing, although Singapore 
leaders raised no objection when they were 
told about It. Unfortunately, leaders in both 
countries often play to the gallery that causes 
offence in the other. 

These differences apart, they also co 
operate The Growth Triangle that Singapore 
proposed to link Singapore w ith the Malay¬ 
sian slate of Johoic and the Indone.sian 
islands of Batam and Bintan got early sup¬ 
port from Kuala Lumpur. Oi.scu.ssions for a 
second causeway between Singapore and 
Malaysia presumes the continuing close 
economic links between the island and the 
mainland. Johore’s economic development, 
especially in its southern Hank, is due in 
large part to Singapore’s investment 
Singapore diverts investment it cannot ac¬ 
commodate, especially those which require 
large tracts of land or upset the pollution 
balance, to Johore. A multi-billion US-dollar 
Taiwan-South Korean steel project, which 
ordinarily would have gone to Singapore, is 
to be situated in Johore. 

Officials would never admit it, but the 
prtncipal bilateral difficulty is Singapore 
viewing tne relationship in economic terms 
and Malaysia in political terms, with the 
added complication that each does not see 
it that way. Besides, in every Malaysian and 
Singapore official’s mind Is the unstated 
xenophobic perception of the Malay in 
Singapore and the Chinese in Malaysia. The 
present dip in official ties has also to do with 


Singapore’s hew prime mirilsten Goh Chok 
Tong, showing his critics that he-can be as 
‘tough’ as his predecessor, Lee Kuan \iew, in 
looking after Singapore’s interests. Malay¬ 
sian officials believe that this is the cause 
for the sudden spate of difficulties between 
the two countries. 

Equally important is that the territorial 
imperatives with which relations are govern¬ 
ed have not been settled. For the first 20 
years, it was Singapore that dictated bilateral 
ties. Her remarkable economic development 
and modernisation and the global perspec¬ 
tive of Its then prime minister, Lee Kuan \bw, 
placed Malaysia on the defensive, with suc¬ 
cessive Malaysian prime ministers—Tlinku 
Abdul Rahman, Tun Abdul Razak, TUn Hus¬ 
sein Onn—disinclined to change the status 
quo. But the next prime minister, Dato’ Seri 
Mahathir Mohamed, did. Singapore's mis¬ 
step in water negotiations with Johore in 
1985 gave him the loophole Malaysia need¬ 
ed to turn the tables on Singapore and Lee 

Relations from then took a different turn. 
Singapore became defensive and aggressive, 
warning her citizens of military Ihreatsi she 
batted Malaysian defensive positions, amidst 
a high profile strengthening of her armed 
forces. It is about this lime that Malaysian 
saboteuis infiltrated Singapore's high- 
security missile positions m a move which 
shocked the Singapore military hierarchy. 
They arc much better now. The joint military 
exercises, suspended years ago when bilateral 
suspicions were at their height, are to resume 
Unfortunately, some problems come from 
leaders talking to the gallery and the other 
interpreting perceived stings that probably 
were not there in remarks for local consump¬ 
tion. This IS why the attempt at an accom¬ 
modation that both can live with would take 
awhile. 

Since Malaysia expelled Singapore in 
1965, It took a long while before normalcy 
returned to bilateral relations The leaders 
involved at that time are still in office in both 
countries. 1 he newer generation of leaders 
are not linked to the ghosts of the past as 
their predecessors were: even now, both civil 
services and cabinets have men and women 
who studied together at the University of 
Malaysia, in Singapore, then the only univer¬ 
sity for both countries. Their perceptions 
may be different, but they would be oKitcd 
to what IS good for their country, and not 
lo judge It on the basis of what the other 
would make of it 

Malaysia and Singapore inevitably have 
to live together. Malaysia cannot ignore 
Singapore’s global economic and trading 
connections, and is an important entrepot 
for Singapore. Still, the different perceptions 
of past historical and political ties, and the 
inevitable interdependency i hat neighbour¬ 
ing countries linked by a causeway ensures, 
cannot be erased. Much of Singapore’s water 
still comes from across the causeway in 
Johore. But relations cannot expect to get 
better until each exorcises the political and 
cultural ghosts of the other that haunt their 
present. 


Irritants in Malaysia-Singapore 
Relations 

M G G Piliai 

Relations between Malaysia and Singapore follow a pattern of 
mutual suspicion spiced with racial and cultural xenophobia. 
Relations cannot improve until each country can exorcise the 
political and cultural ghosts of the other that haunt their present. 
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PERSPECTIVES 


Sustainable Development of 
Groundwater Resource 
Lessons from Junagadh District 

'nishaar Shah 

A study of groundwater planning and management in two villages 
of Junagadh district of Gujarat reveal two sets of implications of 
the overexploitation of groundwater resources. It is important to 
explore how village communities, with some outside support can 
cope with local problems and institute self-correcting measures, 
and how macro-level policies could support the development of 
such local efforts. 


I 

Introduction 

AMRAPUR and Husscinabad, two villagu 
in Junagadh district represent the conditions 
that obtain in much of the coastal belt of 
Saurashtra which, until a decade ago, was 
so green and agriculturally prosperous as to 
be popularly called ‘lili iiaghcr' (green 
creeper). Intensive groundwater irrigation 
with the onset of the modem pumping tech¬ 
nologies in the mid-19S05 was all along cen¬ 
tral to this rural prosperity. Under an 
encouraging government policy which made 
subsidies amd credit freely available for 
intensive pnvate groundwater development, 
the installation of wells with diesel engines 
or electric pumps increased at a rapid pace 
especially since l%0; in many areas, water 
loving crops such as sugarcane, banana, fruit 
orchards, etc, began to replace traditional 
crops Three crops a year became quite com¬ 
mon with the help of motorised wells. The 
amount of water lifted from the coastal 
aquifers between any two monsoons increas¬ 
ed over 10-15 times. As a result, by the late 
1960s, the fragile coastal groundwater 
balance began to develop cracks; in some of 
the uplying areas, such as Amrapur, 
separated from the sea by a natural ridge, 
wells began to dry up in late rabi and 
summer seasons as happens in the hani rock 
areas of the south-Indian peninsula; more 
seriously, in low lying areas closer to the sea, 
large and increasing areas experienced intru¬ 
sion of sea water into their wells. 

The socio-economic backlash that salinity 
ingress in an area created and the misery 
It caused especially among the poor have 
been documented by several authors [Shukla 
1985, Mcnon 1985, Shah 1988). The govern¬ 
ment responded to the challenge by moun¬ 
ting a programme to construct check dams, 
‘bandharas’, tidal regulators, and such 
physical structures with the aim of increas¬ 
ing fresh water recharge and to stave off the 
pressures of intruding sea water. It was soon 


found that farmers quickly used up the 
‘slack’ so created as a free ‘open access' 
resource and brought larger areas under well 
irrigation. The inefTicancy of this ‘hardwan^ 
based strategy to fight salinity ingress has 
emphasised the need to introduce a more 
effective common property management of 
the aquifer at village or sub-region level as 
the only sustainable method of preserving 
groundwater-intensive rural prosperity. 

The main purpose of our fieldwork was 
to explore the possibilities of this happen¬ 
ing; and to understand the conditions under 
which the present open access groundwater 
use regime could be replaced by a better 
regulated management regime: Section II 
describes our experience of raising some of 
these issues with the people of Amrapur 
where conditions arc somewhat better than 
in Husscinabad and the scope for co¬ 
operative management .strategies good. Sec¬ 
tion III presents a somewhat speculative 
analysis for Husscinabad; this analysis of¬ 
fers some guidelines and ideas for action but 
falls quite short of an action plan. Section 
IV IS essentially an apology for this inade¬ 
quacy and argues strongly for experimenta¬ 
tion and adaptation through a flexible plan 
of action that involves the two village com¬ 
munities in planning and managing the use 
of their groundwater resource. 

II 

Amrapur 

Amrapur is a largish multi-caste village 
in the Malya taluka of Junagadh district; 
Ismailies, Karadias, Sugars, lohaxias, and 
lower caste minority communities including 
Harijans, Rabaris, Bharwads, Mumnas, and 
Khat Darbars account for over 95 per cent 
of the village's 2000 strong population. The 
bulk of the farm lands are, however, owned 
and cultivated by the Ismailies, Kara^ and 
the Sagan. Some of the Harijans and 
Rabaris got some Sathani land from the 
government of Gujarat in I^., however, this 
land used to be government wasteland of 


poor quality: almost all of it is unirrigatrd 
and therefore useful only for khwif crop. 

Fanning, dairying arid trade in agri¬ 
cultural outputs and inpuu are m^or 
sources of incomes. Amrapur is the hub of 
a major trading outfit serving 17 neighbour¬ 
ing villages; this entire trade is controlled by 
the Loharuu of Amrapur. In agriculture, the 
bulk of the surpluses is generate^ on 
irrigated lands; over half the irrigated land 
in the village is owned by Ismailies who 
account for 25 per cent of the households: 
Karadias and Sagars claim the bulk of the 
remaining irrigated land. About 60-70 per 
cent of the land has some irrigation facilities; 
almost all Sathani land and the land belong¬ 
ing to marginal farmers has no irrigation 
and can be used only for the kharif crop. 
The landholding of those who own wells are 
quite large ranging from IS to 80 bigha 
(I acre = 2.5 bighas) with a modal value of 
around 20 bighas. For non-well owners 
(whom we did not get to know as well as the 
well owners), the modal value would most 
likely be around 5 bighas. 

Open, dug wells are the primary source 
of irrigation in the village; some farmers also 
lift water from river Magherdi and river 
Vrajmi when they have water. There are 
about 320 wells (although the number 
registered with the talati in 1979-80 is only 
210). Over half of these use electrically 
powered pump sets; the remaining use diesel 
engine driven pumps. Almost all the farmers 
we talked to used 5 hp motors or engines; 
7.5 hp motors were exceptional. 

The monsoonal rainfall in the area ranges 
between 750-1000 mm, The kharif crop, 
mostly groundnut, continues to be the most 
important crop despite extensive access to 
well irrigation. In more recent times, a rsdii 
wheat crop has become common for most 
farmers with well irrigation. In summer, a 
small area is normally planted with jawar 
fodder or lucern. Some farmers have also 
converted a part of their farm into a mango- 
cum-coconut orchard; these arc quite inten¬ 
sive in irrigation use. 

At the end of the last monsoon, which was 
one of the best the area received in decades, 
all wells in Amrapur were full to the brim; 
many continued to overflow long after the 
last rain was received. Encouraged by this, 
there was extensive sowing of rabi wheat by 
the fanners. Even at the beginning of 
February, there was water in Magherdi river; 
besides, GROPED continued to pay high 
price for groundnuts and summer cropping 
normally yields a much larger and brtter 
crop of groundnut than kharif. Ibmpted by 
these factors, many farmers who had water 
in their wells at the end of rabi season 
decided to plant sizeable areas with summer 
groundnut. 

Most of these farmers ended up losing 
heavily and regretting their decision to plant 
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«a «dditioaal aop. Maoqr wdb tan dty io 
the middle of mbi; u a resuh, rabi wheat 
took heavy losses for want of the last two 
or three waterings. All but a very few well 
owners ran out of water in the middle of the 
summer; as a result, those with summer 
groundnut had to either write off the crop 
fully or do with very low ycilds of ISO>200 
kg'per acre even after buying water at Rs 200 
or more per watering a bigha from those few 
lucky wells which still had some water left. 

The farmers saw the problem as one of 
insufficient harnessing of water; their piefer- 
red solution was to build more check dams 
so that more of the ram water would get 
stored for longer time. William Barber who 
examined the area however came to a 
somewhat different conclusion and saw the 
problem essentially a.s one of the inability 
of the farmers to foresee the possibility of 
the wells drying up and incorporating such 
fore-knowledge into their planning and 
decision-making processes. 

AQUIFER CHARACTFRISTICS 

The village is in a valley and is surround¬ 
ed on all the sides by cither uplying plains 
or hillocks. Magherdi, a seasonal river cuts 
across the village and is met by three small 
rivulets called Viajmi, Rakhodio and Jaiada 
All these then flow into Dadhichi reservior 
where water is stored to provide drinking 
water to several villages of Mangarol taluka. 
In fact, a number of SO hp pump sets con¬ 
stantly pump water from the reservoir and 
boiewclls; the water is transported several 
kms away through underground pipelines. 

The entire valley constitutes the catchment 
area for the aquifer. In addition, the rivers 
bring more water which recharges the 
aquifer. The AKRSP has built two check 
dams which further increase the recharge 
and storage. Check dam I which was ready 
by the 1988 monsoon brought considerable 
benefit to the wells. While there, wc saw the 
enormous storage provided by check dam II 
after the first shower of the 1989 monsoon. 

William Barber has proposed that the 
village is underlain by a ‘trap’ aquifer whose 
boundaries coincide with the village boun¬ 
daries; that the aquifer is like a bowl so that 
the wells located at the centre will always 
have mote water and for longer period thiui 
those at the rim; that the bowl has a hole 
in the bottom, as it were, so that conserving 
water is not a virtue but a great folly since 
all water not used is lost to the village. In 
his analysis, thus the aquifer and the wells 
provide no inter-year storage; the key pro¬ 
blem then is (a) to capture as much of the 
rainfall and river recharge as possible, 
(b) schedule its utilisation so that water loss 
to the village from the ‘hole in the bottom* 
is minimised while at the same time ensur¬ 
ing that all water is used before the mon¬ 
soon, and (c) organise the most eflkaent and 
equitable use of available water through 
suitable community groundwater manage¬ 
ment system. 


IMTOWIEWS wrm FARUffilS 

We visited about 30 weys and met the 
owners of some more wells whiefa we could 
not visit. The wells wc visited covered all 
major topographical zones within the 
village; for instance; we met wdl owners in 
the valley and akmg the rim, within the river 
be^. near the river and away from it; near 
the check dams and away from them; near 
the Dadhichi reservoir and away from it, etc 
These interviews suggested evidence contrary 
to Barber's theses: many wells on the rim had 
good recharge even just before the monsoon 
with some being able to pump almost con¬ 
tinuously; on the contrary most wells in the 
centre, including many near the river and the 
dams and one or two within the river bed 
had no water at all Indeed no pattern 
seemed to emerge which would explain why 
some wdls had water and others did not. We 
visited wells less than 50 feet apart with one 
having plentiful of water and the other com¬ 
pletely dry suggesting independent sources 
of recharge for such wells. In contiast, in 
some areas, there was a major element of 
well-interference among neighbouring wells 
with the attendant problem of externality. 
In one such case we came across the owner 
of a well which suffered reduced yield due 
to the pumping of the neighbouring well 
upstream and had to purchase water from 
the latter at Rs 10/hour. 

We inquired if the fanners had a theory 
of their own to explain how the aquifer of 
the village behaved; several were offered but 
most turned out to be piecemeal though 
credible Farmers operate under conditions 
of uncertainty right from the point of deci¬ 
sion about digging a wdl. Striking water at 
the first attempt was uncommon; we met a 
fanner who had spent over Rs I lakh digging 
five unsuccessful wells. Even if water was 
struck there was no way of bang sure as to 
how long it would last during the year. If 
over years of differing rainfall some work¬ 
ing knowledge of the well’s behaviour is 
developed, that too would be invalidated as 
more new wdls come up in the neighbour¬ 
hood, check dams are built, and more deep 
bores are sunk behind the Dadhichi tank 
which ‘steal’ water from underneath the 
village wdls. 

Farmers are found to respond to this 
uncertainty in a variay of ways. Most make 
sure that they make several (two to four 
being common but several having more than 
five) vertical and horizontal bores at the 
bottom of their dug wdl so as to capture all 
possible sources of recharge Those who have 
the resources dig two or three produdive 
wells at different locations on thdr farms; 
in a few such cases, wc found that if one wdl 
did not have water, the other did. 

Each farmer teemed to have identified, 
from experience; some kind of ‘leading in¬ 
dicators’ which hdp them to predict, in some 
sense, the likdy direction of the behaviour 
of thdr wdls. For instance; a series of wdl 


as soon aa the rivtr beghu to dry and wMer 
levd drops bdow a certaia jsseeMbey know 
that it will not be kmg beforelbeir wdls 
begin to suffer a major decline in yields. All 
these fanners begin to pump furiously from 
this point on trying to claim as much of the 
remaining water as possible presumably 
wasting a good deal of it. This ^competitive 
pumping’ must, to a great eaent, hasten the 
pace of depletion of the aquifer. Horse 
powa linked povd tariff accompanied by 
reasonably good ^jedridty supply has 
furtha encouraged this behaviour. 

Though our interviews were unstructured, 
wc collected for each wdl information on 
(a) diameter of the wdl in feet, (b) depth to 
the bottom and the numba of vertical and 
horizontal bores inside the wdl, (c) current 
depth to the wata levd in the wdl, (d) hours 
of pumping needed to empty the wdl, and 
(e) hours taken for the wdl to refill. These 
unstructured interviews also provided us 
some clues about the pumping behaviour of 
wdl owners especially towards the end of 
rabi and through the summer. 

Normally, during and after a good mon¬ 
soon, most wdls can be pumped continuous¬ 
ly since (he rate of rechaige of the wdls far 
exceeds the rate of withdrawal; in some wdls, 
the water table docs not fall at all while in 
most It falls but only by a few feet even after 
a full day's pumping and is restored in a few 
hours. During and after the middle of the 
rabi season, this situation begins to change 
somewhat, the water table falls by several 
feet after a day's pumping. In summa, con¬ 
tinuous pumping becomes impossible in 
most wells; our interviews suggested that the 
wdl emptied afta pumping of between 10 
minutes to six hours depending on the well; 
and it takes between six to 48 hours before 
the well can be pumped again for the same 
duration 

From our discussions with farmers, there 
seemed four distinct conditions of rechaige 
in the wdls: first two aie situations in which 
‘continuous pumping’ is possible; in the first 
of these, the rate of rechaige clearly eioeeds 
(he rate of discharge so that the water levd 
in (he welt is not affected at ail by pump¬ 
ing; in the second, the rate of recharge is 
marginally less than the rate of discharge so 
that it would take several days and nights of 
continuous pumping before the wdl begiiis 
to get empty and pumping needs to be dis¬ 
continued for some hours before the wdl is 
full. 

The next two are ‘wait and pump’ phases 
(‘uieri uleri’ in local language) in wliidi the 
rate of recharge is much less than the rate 
at which water is extracted. In the third 
phase, the wdl can be pumped throughout 
the day and will get rechaiged during the 
night; in the fourth phase; rechaige becomes 
so small that the can be pumped only 
for a few hours, often for a few minutes, 
before the wdl geu emptied and needs a dgy 
or several dgys to rechaige. In them later two 
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piM MM •f Mi mim me pio- 
gwunfaig twcoom important. It is also 
largely durini them phases that farmers 
become aware about the wcU-interfeicnoe 
externality and indulge in 'strategic 
behaviour’. All the wells in the village can 
be classified according to their conditions 
of recharge m any time point. 

Given the location of a well with a 
recharge source, the stttk storage in the well 
S can be written, in a sunpilificd form, as 
S - n (d/2>* .h 

where d « diameter of the well below the 
highest recharge point and h H* - HO 
where H* « depth to the besalt layer and 
HO » depth of the water level in the well. 

If X defines the rate of discharge of the 
pump tu)(l r, the rate of recharge, both in 
cubic feet per second, then the hours for 
which the well can be pumped continuous¬ 
ly ciui be written as [S/(x-r) 10/3600 and 
the time the empt: witi will take to recharge 
to the pre-pumping water level will be (S/r* 
3600]. 

IMe can also define the four sets of recharge 
conditions as; 

Phasel r »>x : continuous pumping 

Phase II x>r, but |S/(x-r)j/(360a*24)= 

several days 

Phase III X = (I.S to 2.S)r and/or S = large; 

so that is/(x-r)]/3600 = 8 
to 12 hours 

Phase IV X = (10 to 30)r and S = small; 

so that (S/(x-r)]/3600 = 0.5 
to 3 hours 

The options available to individual well 
owners, especially in phases III and IV, and 
to the community as a whbie are: 

(a) increase the value of r, the rate of 
recharge to their wells and/or of S. 
storage of their wells below their 
recharge points 

(b) suspend summer cropping altogether 
and/or adapt their cropping plans so 
that they can do with less water especial¬ 
ly in rabi and summer thereby reducing 
the required x 

(c) develop better understanding of the 
behaviour of their wells so xs to be able 
to do better crop planning 

Some of the ways ur which these can be done 
ate presented in Ikble I. 

There arc large variations in individual 
responses to the water conditions. 
Kamabbai, an Ismaili small farmer, for 
damply followed a two-prouged strategy 
which vras different from other farmers. 
Most well owners have two to four bores at 
the bottom of the well; Kamabbai made IS, 
moat of them horizontal, to capture greater 
recharge. Whereas most wells are large in 
diameter at the top and become progressive¬ 
ly mmII** - at they go down, Kamahhai's wdl 
was much bigger iiuide (especially bdow 
what he thought were the recharge points) 
than at the top. Kamahhai’s well could be 
pumped ooutinuoualy for days when we 
visited it and is well known in the village as 


OM of tiw most produeiiwe nd dependable 
vkUs and he attributes it to the two changes 
he made in the design. 

The explanation he offend made sense in 
terms of our simple analytical framework of 
recharge conditions; the sutic storage S is 
largely determined by the recharge rate and 
the storage space avidlabic below the points 
where the well receives horizontal recharge. 
Since his wdl affords greater storage dur¬ 
ing the night when pumping is discontinued, 
he can pump throu^ the d^ uninterrupted. 
He also argued that one of the problems of 
the wells which reduce to ‘wait and pump' 
status early in the summer is that they get 
smaller in area as one goes down and 
therefore offer less scope for storage to build 
up when the well is not pumped. 

Another unusual decision Kamabhai took 
was to leave a part of his farm unirrigated 
and intensively apply his scarce water to only 
a part of his land which he has converted 
into an orchard. Kamabhai was happy with 
the outcome and his orchard looked quite 
good. This is something no other farmer we 
met had done; every one was applying water 
(perhaps too) thinly over extensive areas and 
it would be worthwhile for the AKRSP to 
explore which of the two approaches is 
superior. We felt that studying the ways of 
enterprising and wise farmers like Kamabhai 
might provide elements of individual 
strategies which, if presented and extended 
appropriately, might help to improve the 
responses of other farmers. 

For viable group strategies, the most im¬ 
portant condition is a shared and improved 
understanding among well owners of 
(a) aquifer conditions, (b) interaction bet¬ 
ween the well and the aquifer, and (c) in¬ 
teraction among different wells. In the con¬ 
text of Amrapur, creating such understan¬ 
ding would imply, among other things, map¬ 
ping of all the wells over the year according 
to the four sets of conditions (phases) 
discussed earlier. Such mapping would then 
form the basis of all discussion, extension 
and negotiations on water use strategies 
within the village fora. Hypothetically, the 
mapping for a typical year would look like 
in Attachment: II; it can be developed over 
weeks by individual well owners wishing to 
understand their wells better. Each well 
owner may be provided a pro-forma such as 


AttadMCDtd which be Buqr compfolc aad 
uum io to the Gram Vikas MandaU (OVM) 
every fortnight or month; bis main incen¬ 
tive in completing the pro-forma can be a 
periodic analysis of his own wdl to be 
prepared and funusbed to him by the GVM. 
The GVM will store information on each 
wdl and construct analysis for cadi wdl as 
also for all the wdls together. Increased and 
shared understanding of water m a n a g e mem 
issues will be generated by the very proceu 
involved in such analysis; at the same time, 
once, one or two year analyses become 
available, they will form a stronger basis for 
community water management strategies. 

Ill 

Husaeinnbad 

Husseinabad village of Mangaroi taluka 
is about the same size as Amrapur with a 
population of about 2000 but has just over 
1200 acres of cultivated area. Unlike 
Amrapur, Husseinabad is predominantly 
Muslim; the village was settled at the begiB- 
ning of the century by Sheikh Hussein of 
Mangaroi; hence the name H us s ein a b ad, 
The village is situated on the bank of river 
Noli. The river is seasonal and tlw govern¬ 
ment has built a scries of dams to conserve 
and store water just before the river flows 
into the sea. The sheikh bad built a large 
dam near the neighbouring village of 
Sheikhpur. From the reservoir of the da m , 
a canal was built to tmiuport water to 
Husseinabad. The village dders informed us 
that before independence and even until 
1965, the canal was used for irrigation by 
farmers. Over the years, however, due to 
siltation, water was not able to flow easily 
into the canal. In 1967, the govenunent 
decided to repair and enlarge the dam; fur¬ 
ther, the government installed a l(X>-metic 
pipeline to convey water to the canal. This 
never worked; and after the renovation of 
the dam. whatever little water earlier flowed 
into the canal stopped. 

Mango and coconut orchards have 
dominated the land use pattern in the village 
and are a major source of incooie. Some 
crops are grown toa In kharif, most formers 
grow groundnut; in rabi, many grow wheat 
and mung. Wells arc the only source of ir¬ 
rigation although on the river bank, a few 


Tabi e 1: Individuai and Group Strategies por Groundwater Management 


I Incrase r, the rate of 
recharge 


2 reduce x, the require¬ 
ment of water 

3 better crop and water 
use planning 


Individual Strategies 

farm pond (lined?) as 
rcchsuge source; exploit deeper 
aquifer; more bores; bigger 
diameter below the recharge 
point* 

nduoe summer cropping use 
piped conveyance and 
Sprinklers; 

better understanding of onds 
well and its inter-action with 
the aquifer 


Group Strategies 

more check dams; reduce 
pumptrif from beyond 
Dadhichi tank; percolation 
tank; 

group decision on extent and 
mix of summer cropping; 
sodailisation of groundwater 
better understanding of the 
interaction between wells; effl- 
dent water markets 
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and undenianding with other well ownera. 
Over tiine, (uch a process would hdgliten the 
awareness among well owners of the various 
into’-dependendes and the opportunities for 
better community management of wam 
resources. Such a process would also be 
essential to community initiatives in (a) iden¬ 
tifying new sources of recharge and surface 
water and raising resouices to develop them; 
(b) evolving and enforcing mechanisms for 
equitable regulation of water esctiaction and 
use; and (c) optimal water use phuining. The 
scheme such as the one outlined earlier for 
Amtapur may eventually lesuh in such com¬ 
munity initiatives and ‘self-correcting 
mechanisms’. 

Macro-level policies can support or 
discourage the emergence of SCMs and the 
individual behaviour that accentuates the 
problem. For instance, throughout our 
fieldwork, we were told that flat charge for 
power encourages profligate use of water 
because the inciemental pumping costs 
under flat power tariff becomes very low. In 
principle, the options here ate two-fold; 
(a) to switch to pro rata power charge based 
on metre-leadings as before June 1987; while 
this will make water costlier to lift on the 
margin, it will by no means guarantee regula¬ 
tion of water use to the desired level, (b) Tb 
continue with the flat power price regime but 


use judidously jdgBned restrictions on 
power supply for pumping so as to limit 
water extraction to desired levels. There are 
many operational and political issues 
involved in this; however, it needs to be 
stressed that power supply and pricing 
policies can be a potent instrument of 
groundwater regulation in the typologies of 
areas represented by our two villages. 

Legal interventions too can, in principle, 
help. In Burma, for example, a 1930 ground- 
water act is believed to have effectively 
regulated the rate of esublishmeni of wells 
in areas with precarious groundwater 
balance through a system of licensing. In 
India, however, most researchers and 
do^opment practitioners have serious reser¬ 
vations about the enforcement of ground 
water laws. Experience with the impicmen 
tation of siting and licensing norms, in force 
in most States, support these doubts 
Political opposition is likely to be another 
factor that may reduce the effectiveness of 
legal interventions, in Gujarat, for example, 
a groundwater act pa.ssed in the avsembly 
over a decade ago is yet to be made into a 
law. 

In the long run, aggregate planning of 
water resource development in the State and 
the regions would have to take into account 
the high pay-offs of bringing surface water 


to coaaial areas with firagik aquifeig It is 
scanewhat of an body that mega-prajecis like 
the Narmada should increase surface water 
supplies in areas like Kbeda, Baroda, etc. 
which already have laige groundwater 
recharge and surface water tcsouice while 
additional surface water siqiplks could avoid 

so much misery in coastal Sauiashtra. 

[The report is based on field work conducted 
by Oanid Bromley and the author between 
JuiK 2 and 9.1989 and draws upon discussions 
with farmers, local leaders. Anil Shah and other 
members of the AKRSP staff, particularly. 
I^rmesh Shah, Apoorva Oza, Leena, and 
others who worked ckndy with us. The analysis 
bcnefiied from the author’s discussions with 
Daniel Bromley and builds upon and uses the 
fcsult.s reported by William Barber’s recent in¬ 
quiry inlo the geological and other physical 
characlenslics of ihe aquifers underlying the 
area.) 
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Those applying should be public enterprise managers or officials front governtnent 
agj VIC res that deal with public enterprises at the policy level. Preference will be given to 
applicants with a ininitnunt of five years of relevant experience. Fluency in f.nglish is 
essential and previous formal training in managetitent, economics, finance, 
and/or accounting is highly desirable. 

^ App/icafioris from india should be sent to ; 

rofeSSOr F^RAJAPATI TrIVEDI,STC chair Professor of Public Fnterpriscs 
Indian Institute of Management Calcutta 

Joka. Diamond Harbour Road .Calcutta. 700027. Telephone ; 772391,772685.776408 
Fax : 221498 Telex : 021-2501. Telegram INMANAC 

Professor Prajapati Trivedi is regional coordinator for admissions to the 
PUBlic Fntlhprisi Workshop. He has been on the faculty of the Workshop for more 
than a decade. Any questions about the Workshop or the application process 
should be addressed to him at the above address. 
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Gossip as Instant History 

Anirudha Gupta 

India TVapped in Uncertainty by Inder Malhotra; UBS Publishers, New 
Delhi, 1991; pp 161, Rs 125. 


SOCIAL scientists offer jargon as serious 
analysis; journalists their gossip as instant 
history. Both, presumably, must make a liv¬ 
ing; but should they also write books? 

Inder Malhotra, the author, is not an or¬ 
dinary journalist. He is a distinguished col¬ 
umnist, an occasional contributor to The 
Guardian, and his voice is being regularly 
heard over the external services of the BBC 
and German Radia His first book, Indira 
Gandhi: A Personai and PolHical Biography 
(1989), says the blurb, ‘Svas an instant suc¬ 
cess and best-seller''. In 1986, he was award¬ 
ed the prestigious Nehru Fellowship to 
research on national security in the Nehru 
era. The fact he could not complete the pro¬ 
ject in time was because he was not allowed 
access to documents relevant to his research, 
despite his own easy access to Rajiv Gandhi, 
V P Singh, Gopi Arora, Sharada Prasad, 
B G Deshmukh, etc In short, those very 
characters who got India - finally?-- 
trapped. 

Haw should one appraise a book which 
claims to be a sequel to an earlier best-seller 
Malhotra's style is breezy; bold, and at times 
breathtakingly sweeping. In just over 150 
pages, he sums up an eventful era from 
Indira Gandhi’s assassination (October 31, 
1984) till the installation of P V Narasimha 
Rao's minority government in June 1991; in¬ 
cidentally, the year’s longest day and “a week 
short of Rao’s seventieth birthday” 
Malhotra takes pteasurc in giving such useful 
information—useful at lea.st for those who 
sit in objective tests or quiz programme 
Thus, India’s 10th general election “was the 
one no one had wanted”; V P Singh was 
once called an Indian vcisian of “Savonarola”, 
and Rgj Narain “The Clown Prince of 
Indian Politics”. 

The author often digs into history to 
establish a point or two. Why did Colum¬ 
bus set out ‘Exactly 500 years ago” to find 
a new route to India? Because India “as a 
geographical, civilisational, cultural and 
economic entity” was known from time im¬ 
memorial. (Incidentally, it was not India but 
indies —the term then meant not only India 
but most of eastern Asia). Next, barring 
Charles de Gaulle. “No 20th century leader 
had identified himself so thoroughly with 
his country as Indira had with hers”. Family 
rule is not unique to India; recall the Pitts, 
the Churchills and the Salisburys at West¬ 
minster? Finally, a gem; events of the 
gre atest dgniiicanoe often have trivial begin¬ 


nings. Chandra Shekhar’s government fell 
because two Haryana policemen incensed 
Rajiv Gandhi. As, indeed, "a pot-shot by a 
mad man at Archduke Ferdinand led to the 
First World War”. A bit far-fetched? 
Perhaps, Nevertheless, it holds 
The author expre$.<)es strong views on men 
and matters. Rajiv was “garrulous”; 
Subramaniam Swamy “a strange admixture 
of mavcnck and carpet-bagger”, but Man- 
mohan Singh "an economic-administrator 
of exceptional ability and integrity”. He also 
recounts personal encounters with top ac¬ 
tors. At a dinnei meeting with V P Singh, 
he heard him emphatically denying foreign 
minister Gujrai’s doctrine that, in future, 
“Indian armed foices would not go outside 
Indian frontiers at any time under any cir¬ 
cumstances” At No 10 Janpath, where he 
had the occasion (or cheek?) to mention to 
Rajiv Gandhi that if he had treated V P 
Singh “with .some skill”, Singh might have 
still been “your minister”. Rajiv sat up and 
remarked, “No Inder Malhotraji. this one 
you have got wrong. My mistake is that I 
did not .sec through the game earlier 
Some day 1 will lell you the whole story”. 

Alas, how one wishes Rajiv had told the 
“whole story”, and Malhotra recorded it for 
the sake of pos'erity' 

Journalist.s interpret politics in terms of 
the proximity they claim to have with im¬ 
portant personalities. Inder Malhotra’s story 
too starts on a very personal note “The 
primary responsibility of stabilising India 
and keeping it going rests on the shoulders 
of Narasimha Rao, the man in the driving 
seat”. Then follow in quick succession, 
rounds-up of Indira’s bequest to Rajiv; five 
years of Rajiv raj; V P Singh’s 340 turbulent 
days; Chandra Shekhar’s interlude, and, 
finally, impact of the grim tragedy at 
Sriperumbudur Of the impersonal forces 
which influence men and their action, there 
is but little by way of analysis. Yet, Malhotra 
makes some surpnsingly insightful observa¬ 
tions. One on Indira Gandhi: “By the start 
of the eighties, her party had been reduced 
to httle more than a Praetorian guard. It had 
also become an inverted pyramid; the 
“supreme leader” carrying the rank and File 
on her shoulders rather than vice versa. The 
government was no more than an extension 
of the prime minister and a handful of 
trusted advisers and aides among whom one 
or other son occupied pride of place” 
Another on Rajiv Gandhi’s “fickle- 
mindedness”: “It was said of him, by both 


friends and foes alike; that the decision he 
finally took depended on who was the last 
of his advisers to see him!’ Not very pro¬ 
found, but telling. 

Tbwards the close, Malhotra grows some¬ 
what severe in his judgments. He dismisses 
Operation Blue Star in one sentence; “At 
that stage, there was no other way to clear 
the (Golden) temple except through military 
action!' 

Why not even at that stage? Asks Paul 
Brass, and he himself supplies the aiuwcr: 
unprincipled intervention by the centre in 
state politics has been the primary cause of 
the troubles in Punjab and elsewhere in India 
since Indira Gandhi’s rise to power. A com¬ 
promise move on the issues of Chandigarh 
and Abohar-Fazilka could have lost power 
for her in two stales: Punjab to Akali Dal 
and Haryana to the Lok Dal. Hence, she 
chose confrontation with all its negative con¬ 
sequences (Ethnicity and Nationalism, New 
Delhi, 1991, Chapters 5 and 6).. 

Msdhotra is critical of the “chattering in¬ 
telligentsia” for magnifying faults of the 
police and the security forces, especially the 
allegations against the Indian army of mass 
rape at a Kashmir village called Kunan 
Poshpora. Excesses sometime occur, he ad¬ 
mits, but “let us face n, they can never be 
wholly avoided when large bodies of over¬ 
stretched inadequately trained and not 
always properly equipped para-military and 
police forces are deployed against highly 
motivated gangs of terrorists and despera¬ 
does”. Well argued; but pray, bow much 
training or equipment should “large bodies 
of over-stretched” soldiers need when they 
face a group of women and children? 

The author, obviously, has not read—or 
liked—much of what appears in this jour¬ 
nal and some others devoted to the protec¬ 
tion of human rights. He is amazed by the 
fact that there could be people who would 
want the state to be circumscribed in its 
response to wanton terror, “talking and 
behaving as if protection and preservation 
of the Indian nation-state is of no concern 
to them”. 

In other words, whoever defends human 
rights against the state’s excesses must also 
be anti-national Conversely, would it be cor¬ 
rect to suggest that those who justify wan¬ 
ton state terror under any provocation 
should take their place at Nuremberg? 


Subacription Numben 
Subscribers are requested to note 
their Subscription Numbers men¬ 
tioned on the wrappers and quote 
these numbers when conesponding 
with the circtilation department. 

Circuiation Manager 
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Savings and Growth 

Pulaprt* Balakrishnan 

'Fhe Gnmih and Strurturr Savings in India by B L Pandit; Oxford 
University Press, Delhi, 1991; pp xi -t 139, Rs 190. 


IN the grand manner ul llieoiising about 
economic development savings is a variable 
that has been given much impoiiance. Wlien 
it came to studying the developing economy 
this was particularly emphasised For in¬ 
stance, m the classical view contained m the 
model of l.ewis. savings is a pre-requisitc for 
investment, which is itself the engine of 
growth. C lassically, the problem ol develop¬ 
ment IS .seen as one of raising the level ol 
savings to levels considered commcnsiiiaie 
with the capital stock necessary to generate 
the targeted level of output. This is the origin 
of the notion ol the savings constraint, atio- 
lion that IS believed to have piovided the 
organising piinciple for India's F'iisl Five 
Year Plan 

II It IS accepted that raising the level t>l 
sasings that an economy generates is ciucial 
to IIS long run health, then attempting to 
understand its determination becomes a 
worthwhile exercise. B I, Pandit’s Growth 
and Structure oj Savingc in India is one such 
attempt. Arguing, correctly, that the factors 
governing the different sources of savings m 
India vary, the author analyses the deter- 
niinaliun ol the savings of households, the 
private corporate seciot and ol the govern¬ 
ment as a whole separately Starting with 
households, much attention is paid to testing 
the Iheoiies ol household behaviour with 
respect to savings that were originally pro¬ 
pounded lor the Lmited Stales economy after 
the Second World War Both cioss-scction 
and time-senes data arc analysed W'llh 
respect to aggregate savings over time. Pandit 
appears concerned to establish his predilec¬ 
tion that while Ihe marginal propensity to 
save rises with income, the income elastici¬ 
ty ol saving actually declines. This not en¬ 
tirely inluiiico pioposition, he points out ap- 
propriaicly, is a pioperiy satisfied by only 
a limited range ol specifications; for in¬ 
stance. the serni-logarilhniic S/X - a -r 
bJog X, whcic S the real value of savings 
and .X teal income With this as template 
a range of specilicaiions i.s estimated (see 
pages 31 and .3X). It is argued that, .since the 
marginal propensity lo save out of rural in¬ 
comes IS lower than that out of non- 
agneultural incomes, shifts in the income 
distribution that arc favourable to 
agriculture arc likely lo reduce the ratio of 
aggregate savings to aggregate income Thus 
Ihe specification is widened to include the 
ratio of agricultural to non-agricOltural in¬ 
come and the intlation rate (or in alternate 
I iins the expectation of mtlation) as indepen¬ 
dent variables. The estimate of such an equa¬ 
tion IS not unsatisfactory in that while the 
inflation variables are statistically insigni¬ 
ficant, the other two variables are. However, 
the overall explanatory power is not par¬ 


ticularly high at about 65 per cent. 

In explaining corporate savings Pandit 
takes the view that the savings of this sector 
are essentially a residual after dividends are 
paid The argument is that firms are most 
keen on ensuring a stable payment of 
dividends. A.s$uming this. Pandit is now con¬ 
tent, from the econometric point of view, to 
explain profits and dividends alone. I shall 
concentrate on his explanation of profits, in 
any case, following from the assumption 
regarding the behaviour of firms, dividends 
aie specified almost as an auloregres.sion. 
Profits are specified as a function of 
capacitv utilisation (or of sales) and of prices 
relative lo unit wage costs. This makes 
reasonably good sense. However, questions 
would icmain First, why ignore materials 
costs which account for the largest (and the 
larger) part of the total costs of the manu- 
laclunng sector? Moreover, since the under- 
Iving laiionale must surely be the idea of 
cost.plus pricing one would hardly expect 
such rules to apply to sectors in the Indian 
economy other than ‘organised’ manufactur¬ 
ing. In this context, to consider as a deler- 
mmani of the profits of joint-stock com¬ 
panies the index of non-agricultural prices 
(though relative to unit wage costs) is 
somewhat inappiopnalc It is also entirely 
unnecessary when a price index for manu¬ 
factured goods alone is actually released by 
the government. This must account for the 
poor results reported by Pandit (see 
estimates ol corporate-profil functions in 
Table 7.1); notice, in particular, the evidence 
ol serial correlation the errors even after 
having ‘corrected’ for it. 

At the very end of his study, however. 
Pandit produces an excellent study of the 
savings of the public sector. The analysis is 
mercifully non-econometric; mercifully, 
because unimaginative statistical analysis 
can be distracting. Here, Pandit produces in¬ 
formation on the growing imbalance bet- 
wccn’public expenditure and public revenues, 
the very trend responsible for our present 
woes in this country and necessitating a cost¬ 
ly adjustment. Quite unusually, we are pro¬ 
vided data on state government undertakings 
and a picture of the magnitudes involved in 
the losses registered on the maintenance of 
irrigation, electricity and transport services 
by the states. This is an excellent section and 
should serve as a useful introduction to those 
who fail to recogni.se that we are far from 
even scratching the surface of the fiscal crisis 
in India if economic principles in pricing are 
not brought to hear on the activities of the 
state governments. 

Judging from the present study it can be 
said for Pandit that he does not appear too 
troubled by the developments in econometric 


methodology which have by now become 
standard practice. An instance of this is the 
repeated ‘correction* for serial autocorrela¬ 
tion (by the Cochrane-Orcutt technique), a 
procedure that ignores the possibility of the 
behaviour of errors signalling mis-specifica- 
tion (dynamic or otherwise). If a model is 
mis-specified, then ‘correcting’ it amounts 
to propping up a poor model. In the present 
study, particularly damaging is an estimate 
of corporate sector profits (see Table 7.1) that 
yields a D -W statistic almost half the 
magnitude of the adjusted R^. Anyway, an 
entirely casual approach to ‘errors’ is reveal¬ 
ed by the use of the D-W statistic in the 
presence of the lagged dependent variable 
(see Table 7.2). More crucially, ‘error- 
corrcciion’ as an aspect of economic 
behavioui is generally ignored m Pandit’s 
specifications. Specifications ignoring error- 
correction arc tantamount to a.ssuming the 
steady state (equilibrium), which might well 
be the case, but this has lo be tested for first 
In tact, the piinie example of an attempt to 
incorporate the elfeci of disequilibrium and 
Ihe ensuing error-correcting behaviour was 
in ihecotuexi of modelling consumer expen¬ 
diture (see J F H Davidsetn, D J Hendry, 
F Srba, and S Yco (1978) ‘Lconomeinc 
Mitdellingof the Tirne-Senes Relation bet¬ 
ween C onsumers’ F.xpcndilure and Income 
in Ihe UK’, honomic Journal, 88, 661-92). 
And evidence, refeircd to by Pandit (p 49), 
that in India consumpiion responds to in¬ 
come with a lag, the obverse ol which must 
be a lagged corieciion in the saviiigs-income 
ratio. IS prosided b\ Kai (see K N Rai (1962). 
‘The Marginal Rate of Saving in the Indian 
Economy’, Oxford tcononiic Papers, 14, 
36-‘10). 

Finally, a feature that strikes one after 
.even a cursory glance at .some ol the data 
presented in Pandit's book (sec fahlefs) 1.1 
and I 2) is that both the period 1950-65 and 
the 1980s were periods of relatively fast 
growth of output while being periods of 
relatively slow growth of savings. Apparent¬ 
ly, then, the relationship between savings and 
growth in the Indian economy is more 
complex than catered for in the development 
economist’s bag-of-tools An interesting 
question following from the above-cited 
stylised facts would now pertain to Ihe role 
of savings in Indian economic development 
The present study can offer no clues. It is 
the consequence of a narrowly statistical 
approach. 
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Examining Rural Development 

S Rajagopalan 

Integrated Rural Development in Asia: learning from Kecen! 
Experience edited by H Ramachandran and J P De Campos Guimaraes; 
Concept Publishing Company, New Delhi, 1991; pp XVI + 338. 


THIS collection of papers presented at a 
conference organised by Institute of Social 
and Economic Change, Bangalore is a 
welcome addition to the growing body of 
literature on Integrated Rural Development 
Programme (IRDP) in the developing coun¬ 
tries. Papers portraying the experience of 
six nations (India, Bangladesh, Nepal. 
Philippines, Indonesia, Sri lanka) have been 
presented in a manner that focuses the at¬ 
tention of the readers to ihc underlying 
polilieal, economic issues involved Though 
more than half of the book is devoied lo 
Indian experience, flic papers in general 
examine issues which arc transnational in 
character and bolhei developmental plan¬ 
ners in the third world The .approaches 
adopted and cs'idcnees coIKxled are of such 
a rigorous nature ii would be impossible for 
any one lo dismiss ihe conclusions emerging 
out of this tiook 

IRDP, in these coiinlrie', was Ixirti oul of 
a desire lo rapidlv dcxelipp the rural poor. 
Ihe ptiilosophy and the ^lra(egy in most 
cast'c gol evolved in consultations with the 
inteinalional (either bilateral or multilateral) 
funding agencies 1 he planners believed that 
whal IS holding up the development of the 
poor IS lack o! resources, lack of adequate 
infra.structurc lo integrate himself with the 
market and lack of organisational strueiures 
by which the ptKir could ‘pariicipaie' in the 
development pmci'ss and make ihcii choices 
Programmes were evolved lo remove tfiese 
obstacles in the path of development It was 
proposed lo dirccllv provide productive 
assets to the identified poor, through a 
mechanism of loan and subsidy Projects to 
lay new roads, build market yards, improve 
the conditions of tanks, reservoirs, canals 
and land improvement were taken up to im 
prove the inlrastruclure. Attempts were made 
to set up c'o-operalives, shmitis and olhet 
such organisations to promote ‘participa 
lion’ of the rural pcnri All these were lo be 
achieved by specialist project teams, whose 
members were drawn from the government 
departments The overall control of the pro- 
•ect was left with governmental structures. 

The papers presented in this book show 
that the net rcsuli in all those countries is 
a qualified failure. As Kurian in his paper 
on the review of Indian performance puts 
it, these programmes did increase the mcome 
of the assisted poor, but only a small percen¬ 
tage could leally ctoss the poverty lint Other 
studies in this book have shown the tack of 
integration among the three components, 
viz, resource provision, infrastiucture 
development and organisation of rural poor 

This book has excellently documented 
both at a macro level and at micro level the 


failure of these approaches in progressing 
towards sustaiiiahie development The bixik 
disappoints when it comes to analysing the 
causes of these failures. Most authors seem 
to have prejudited the issue and have assum¬ 
ed the failure li. be one of management and 
organisation. I vidences have been cleverly 
marshalled to show failure of managerial 
and organisational nature 

It IS not that jiiihors arc not aware of the 
jiolitica! ecoiioiiia milieu in which these 
programmes oiscrale In an excellent theme 
paper, .1 P !.•<■ Campos (iimaraes raises the 
issue of ongoing social processes and social 
relations thai brings about a redistribution 
of resources awas from I he pool The 
phenomcuii ol trickle up’ has also been 
hinted at iii anr.rt-.ei paper. I here has been 
eonsidciahic disaission as seer, in the post 
script, OP the piohleni of 'delinking' pc>or 
from the existing dependent lelaiionships 
However tfiesc leads have mil been in- 
vcstigaifxl in liillci detail Rather true reeom 
nicridatioti lo iriake the process more ‘flext- 
blc' or lo ‘inobtiise’ the pw>r (how’') or to 
rcinlorce the capacitv ot local governments 
have erneigcd flus is a pilv considering the 
wealth of experience marshalled at the 
seminal f-iep a cursors reading of the 
papers shows tiuii Itie appioacncs adopted 
If, these programmes are uniikeiv lo achieve 
the goal' of clfo'iopment The t uial poor in 
Ihcsc counincs ate already linked, fir’iily and 
vecurel' lo the market economy in more than 
one unequal ways Firstly, they arc linked lo 
the rural employincni and money market 
conmollcd b> (he cine These elites 
themselves are linked to the urban maikcis, 
cspcciallv cominodily maikct.s m a depen 
den! manner Ihe pom are also directly 
linked to urban market lor I hen processed 
consumables like lea, edible oil, sugar, 
kerosene, hquoi. etc. Introduction of IRDP 
in such a dependent market economic suua 
lions only slrengthens Ihe dependency For 
instance, provisions of cows, organisation of 
co-operatives, etc, under these progranmics 
have only helped to provide milk ano its pro 
ducts to urban consumer at a declining real 
price For instance, milk was sold at Rs ? 10 
a litre in Bangalore in 1977 and is sold al 
Rs 6 .‘iO a litie m 1992 which is less than the 
inflalioii rale during this period 

The second question concerns with ihc 
suslainabililv and replicability ol these 
intcrveiiiions even in the existing economic 
set up As has been amply demonstrated in 
various papers, the increment in income ac¬ 
cruing to the targeted poor is not even sul- 
ficieni to replace the asset when the lime for 
that comes. That is. most programmes are 


noi sustainable on the long run. The pro¬ 
jects chosen are so limited in their scope that 
they are not replicable. One cannot imagine 
provision of a cow to every poor and allow 
them lo battle it out in the market. It has 
been highlighted in these papers, the lack of 
range of economic activities hinders 
replicability. Non-land based economic ac¬ 
tivities concentrating on production of 
goods have been given short shrift. Setting 
up shops and otlier service functions are pro¬ 
moted to some extent. Micro industrialisa¬ 
tion based on skills and other local resources 
may lead at least to partial delinking of rural 
p<K)i with then landed rich 

An important aspect of development, 
namely, choice of technologies and their 
scale of operation has not been dealt with. 
There is an interesting paper by Reddy, draw¬ 
ing lessons from attempts to introduce 
appropriate ICLhiioIogies Bui no attempt 
has been made l(> study these aspects in con- 
ciele relation lo IRDP For instance, the 
technology package promoted in the animal 
husbandly sector is the chain starting from 
froren semen to cross-bred cows to collec- 
iion ot milk lo chilling centres tc) process¬ 
ing units in urban areas Similar technology 
parad'gms operate in other sectors of IRDP. 
Once a choice on technological issues are 
made, doesn’t that choice dictate the 
organisation of production and hence the 
nature of priKluction relationships? If there 
IS even a hcsilani 'yes’ to this question, 
should we not worry mote about technology, 
social relationship if we are concerned with 
sustainable, and equitable development? 

Despite these shortcomings the book is a 
welcome addition to Ihc growing literature 
on development for it helps one now to ask 
more important questions Institute for 
SiKial and tvonomii. C hange may well con¬ 
sider a sequel lo this work, concentrating on 
issues ol the kind raised here 
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NEPC AGRO FOODS LIMITED 

Regd. Office: 8, Kondi Chetty Street. Madras 600 001 

Public Issue of 23,58,000 Equity Shares of 
Rs.10/- each for Cash at Par. 



ISSUE HIGHLIGHTS 

• Company promoted by the promoters of ‘ ‘NEPC MICON” 

• Ibchnicai Consultancy, tie-up with Central Food Tbchnological Research institute (CFTRI) 
• Product already launched under the brand name “TRUPTHr ’ 
and accepted in the market. 

• Listing at Madras and Bombay Stock Exchanges. 

RISK FACTORS 

• The availability and co.st of the raw material subject to fluctuation due to seasonal factors. The 
fluctuations in the raw' material cost would affect the price of the company’s product. 

• Sales are subject to competition and change in standard of living. 

• Competition is a major constraint in Salt industry. 

• The technical consultancy tie up with CFTRI is for a period of one year. 

• vtforking capital margin is of the order of Rs. 107.40 lakhs. 

• Changes in Government policies relating to Wheat and Salt would have a beanng on the 

compan>'’s operations. 
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SPECIAL ARTICLES 


Bad Advice 

KaUahik Basu 

The economist's traditional model ts that of a soundless economy. If individuals suddenly lost their ability 
to speak, nothing would happen to this economy because their ability to speak was never a part of its assump¬ 
tions. Yet in reality speech matters, not only in itself but because it influences the world of action. This- paper 
shows that the link between the world of speech and the world of action is as yet ill-understood and its under¬ 
standing is important for the social sciences. It argues, for instance, that the advice of economists has had insuffi¬ 
cient impact on actual policy not so much because of the inadequacy of the contents of the advice as because 
of our Ignorance of how to give advice. Some of the existing work on speech and action—for instance, that on 
‘cheap talk' games—is critically examined and a preliminary outline of a theory of policy advice is sketched. 


1 

Words, Actions and the Law 

THIS essay is about (he links between the 
world of speech and advice, on the one 
hand, and the world of action on the other. 
The economist's traditional model—for in¬ 
stance. the Arrow-Debrcu one—functions in 
complete silence. It is a soundless economy. 
If individuals suddenly lost their ability to 
speak, nothing would happen to this 
economy because the ability to speak was 
never really a part ol its assumptions.' Yet 
we know that communication matters a lot, 
not only in itself but because it influences 
the world of action.’ It wc did not have 
phones, faxes and the ability to write, it is 
arguable that neithci would we have cars, 
aeroplanes and the smallpox vaccine. 

The link between speech (or, more 
generally, communication) and action is an 
extremely difficult terrain ol research, as is 
evident from the small, recent literature on 
the subiect The purpose of this paper is to 
persuade the readei that this link is as yet 
lll-undeistood and that its understanding is 
important foi the social sciences As yet. 1 
have no formal theorem or definite claim to 
offer, and this papei is best viewed as a 
prelude to such a formal exercise. The papei 
is based on the belief that the advice of 
economists has had msuftmeni impact on 
actual policy noi so imich becau.se of the in¬ 
adequacy of the conleni' of the advice as 
because of our ignorance about how lo give 
advice. This is an area w here i here is not just 
scope lor inter-disciphn.->ry research but a 
need for it. Though this paper is written 
from an economist's potni of view, there is 
as much for a specialist in linguistics, the 
psychologist and the game-theorist to oiler 
here as for the economist. 

Let me illustrate with two examples how 
our usual beliefs about the link from words 
to action is inadequate and possibly laulty. 
Consider the standard economist’s nuKlel of 
generai equilibrium, for example, the Walra¬ 
sian or Arrow-Debreu one’. What is usually 
not realised but is (rue is that in such a 
model there is no scope for policy advice 
In this mpdel each agent is fully informed, 


has his own objective and chooses and 
behaves so as to attain it (in the economist's 
language, he chooses from his feasible set 
to maximise his utility). Hence what agent 
1 says never influences what agent j does. 
Therefore what the economisi says also can¬ 
not affect what people do if the world is of 
the above kind because the economist is after 
all ju.sl another agent in the economy. This 
IS a simple enough point, but barring a few 
exceptions (for example, Barro, 1984; 
Bhagwati, I984|, it seems to have been 
misunderstood. This has led to inconsisten¬ 
cies. Thus there arc economists who use the 
standard textbook model to-analyse the 
economy and then offer advice as to what 
ought lo be done to improve the perfor¬ 
mance of ihe economy, not realising that 
either their advice is futile or their model 
IS wrong. 

In reality advice does play an important 
role because agents are not lully informed 
and their objective in life (or the utility func¬ 
tion) IS .susceptible to influence. However, 
this does not mean that advice influences ac- 
;ion in the .slraighlforward way of inducing 
an agent U) do \ when he is advised to do 
X. It IS entirely possible that when he is ad¬ 
vised to do he will do the opposite or 
something unrelated to X. Hence, at times, 
to bring about the right kind of world it may 
be necessary to give the ‘wrong’ kind of 
adsicc! 

The above is an unfortunate fact of life, 
but II needs to be recognised if we wish to 
understand why our advice so often fails. 1 
icuiin lo this subject in Section III. 

The second example concerns law. Con¬ 
sider the contemporary view of the role of 
law in regulating an economy. According to 
this, what a new law does is to alter the 
■payoff lunciions’ of agents (i.e, the payoffs 
oi utility levels that individuals attain in dif¬ 
ferent states of the world). Suppose a new 
legislation says that, if a person’s car emits 
pollutants above a certain level, the person 
will have lo pay a penalty. At first sight it 
does seem that this alters (he payoff func¬ 
tions ol the ‘players’ in the economy. After 
all, if a person’s car generates pollutants ex¬ 
cessively, he has to pay a penalty and 
therefore would have a loiver utility level (or. 


equivalently, gel a smaller payofQ than what 
he would have had if the legislation did not 
exist 

The fallacy behind this view stems from 
the presumption that the government is 
somehow exogenous to the economy and is 
run by agents who habitually enforce the 
law. Then, if we think of the ‘economy game* 
as one which is played by only the non¬ 
governmental individuals of the economy, 
of course the game and the payoffs are 
altered by the law. If a person chooses to 
pollute, in the post-legislation situation, his 
payoff li lower, because the agents of the ex¬ 
ogenous government (e g, the policeman and 
the judge) fine him. 

Once we disabuse ourselves of such a 
piecemeal view of the economy and think 
of all citizens, including the policeman and 
the judge, as players, it is not clear that a 
law changes the game being played or the 
payoff functions of the players. After all. a 
legislation is some ink smeared on paper. If 
all players decide to ignore the ink, then the 
situation after the enactment of the law is 
no different from the one-before. Hence it 
seems lo me that a law does not change the 
game. Its influence, if any, is on the solu¬ 
tion or the outcome of the game. It creates 
focal points, influences the beliefs of playm, 
including their beliefs concerning other 
players’ beliefs; and through these can in¬ 
fluence the outcome of the game. 

To elaborate on this, return to the exam¬ 
ple of the anti-pollution law and suppose 
that it makes motorists control the level of 
emission from their cars. But a homo 
oeconomicus or a sdf-seeking rational agent 
would not control emission just because that 
is the law. He does so because that being the 
law he expects that the policeman will fine 
him if he causes excessive pollution. But this 
raises the question as to why the policeman 
will fine him if he breaks Ihe law. If the 
policeman is a homo oeconomicus. the 
reason must be that the policeman, in turn, 
otpects that il a motorist violates the law and 
he docs not book him, then he himself will 
get sentenced by the judge. And so on. The 
law works (that is, if it does) In a society of 
selfish utility maximisers because it creates 
an interlocking web of self-fulfilling 
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beliefs.' If for some reason such beliefs do 
not arise, then the law would l>e ineffective 
because, in itself, a law has no force Indeed, 
in India often when a rich and a powerful 
person commits some crime, it is expected 
that the enforcers of law will look the other 
way (it must be stressed that a consistent use 
of my argument requires us to recognise that 
the enforcers of law look the other way not 
because they are especially wicked but 
because in their situation that is what any 
self-seeking person would do). I'his is the 
reason why so much of our legislation is im¬ 
potent, or worse still opportunistic, in the 
sense that it is invoked only against certain 
persons and sections of society. 

It is important to recognise this aspect of 
the law and it is arguable that it is our defi¬ 
ciency in the understanding ol the relation 
between the enactment ol law and human 
action that is partly responsible for the in¬ 
adequate, and probably deteriorating, func¬ 
tioning of the law in the Indian economy. 
I shall not addre.ss the subject of law and 
action explicitly any more in this paper bui 
it is an important special case in the study 
of the link between communication in 
general and action and hence what follows 
is both motivated by the above discussion 
and may be viewed as provocation for more 
research on the subject. 

11 

The* Neutral Ariviher 

When an adviser has his owii values and 
preferences over the actions of the advisee, 
there arises special complications in deciding 
what constitutes 'good advice'. I have 
discussed some of these in an earlier paper: 
Basu |I992|. It is an area where it is easy to 
get misled into fallacies as Srlnivasan’s |I992| 
response to my paper illustrates. I shall come 
to some of these issues later. 

Let me for now confine attention to a 
simple case which is nevertheless of con¬ 
siderable practical interest. This is the case 
where there is an advisee and value npuira! 
adviser. The adviser has to make rccotnmen- 
datiofis to the advisee as to what he should 
do. value neutral, he tries to give the 
advice wtiicii (/'fallowed will bring about the 
kind of world that the advisee wants. 

The doctor as an adviser to a patient 
comes close to this case. When a doctor 
prescribes medicines to a patient (that is, his 
advisee) his aim is to do for his patient what 
the patient wants, usually to get well. There 
are of course exceptions to this. If the doctor 
happens to be a landlord and the patient his 
tenant who refuses to quit his rented apart 
ment the patient may be well-advised not to 
take the prescribed medicine. 

The economist is not typically value 
neutral since he has his own views about 
what sort of an economy is desirable. But 
let me abstract from this for the time being 
and assume value neutrality in this section.' 

In this set-up it seems reasonable to 
describe an advice as good if the advice is 
something.that is possible for the advisee to 


follow and, if he follows it, then the kind 
of society that emerges is what the advisee 
wants. 

A had advice is the complement of this. 
It is useful however to separate out different 
kinds of bad advice because there is a com¬ 
mon tendency among human beings to think 
of only a certain kind of bad advice as bad. 
I shall here distinguish between three kinds 
of bad advice; 'wrong advice], 'infeasible 
advice’ and ‘no advice'. 

A wrong advice is an advice which, if 
followed by the advisee docs not bring about 
the sort of change that the advisee seeks. The 
pre-Keynesian advice that during depressions 
individuals should save more was therefore 
wrung advice because (or allegedly because) 
greater savings, we now know, exacerbate 
economic slumps. As economists in India 
today battle about the kind of restructuring 
that IS desirable the charge most often heard 
IS that 'your advice is wrong'. Thus when one 
economist tells another that she is mistaken 
about devaluation being desirable because 
dcvaliialions in fact do not improve balance 
of payments, he is making this kind ol 
charge. 

Howc-ver, I believe that our advice is often 
bad not so much because it is wrong as 
because it is 'infeasible'. An injeasibleadvice 
IS one which is impossible for the advisee 
to follow. When we tell a politician to lower 
the prices ol goods, it may be good if it were 
followed, but it is bad advice becau.se it is 
impossible. The politician would typically 
•not survive as politician to carry out the 
advice. The ‘in feasibility error’ is a common 
one that economists, journalists and the 
laity, for that matter, make when drawing 
up interminable lists of things that the 
decision-maker ought to do. 

There is however an interesting dilemma 
here. An advice which is infeasible when one 
person recommends it, may become feasi¬ 
ble when many recommend it If one per¬ 
son pushes lor a policy which would give 
more .to the poor this may be infeasible for 
the prime minister to implement because the 
rich lobby around the PM would thwart it 
If, however, millions of people ask for the 
same, the PM, is likely to be able to persuade 
the rich to give around in the light of the 
enormous pressure and in the interest ol 
.stability This problem has another side to 
It because it is not necessarily predicated 
upon the one-and-many dilemma. It is not 
uncommon in a family with two siblings fot 
a parent to tell one of them ‘I know your 
sister is being unreasonable in demanding 
the chocolate but you know how she is, so 
please give it to her’, and thereby to actual¬ 
ly get him to pan with the chocolate It is 
possible that in the ab.sence of the sister’s 
tantrums it would be infeasible for the 
parent to gel the chocolate out ol the 
brother So what is feasible lor an advisee 
may in some situations depend oil whal the 
adviser recommends. Was it not Cicorge 
Bernard Shaw who said that a rational 
person is someone who realises that he 
cannot change the world, and the world 


Changes because of irrational pipiens? 

Returning from these exceptionqUases to 
the general problem of infeasible advice, it 
is worth emphasising that infeasibilHy docs 
not simply refer to technical possibiliti^-ln 
seminars one often hears an academic saying 
“I know how our debt problem can be 
solved..." or “It is easy to remove 
poverty..If you turn round and ask him 
why he does not in that case solve our debt 
problem and remove poverty, he will point 
to how others would not allow it. The 
bureaucrats would block him and the media 
will give adverse publicity, etc. The mistake 
that this academic is making is not to realise 
that infeasibility can take a myiiad forms 
and if there arc people who will foil his plan 
then his plan is not quite the simple and 
obvious one that he made it out to be. 

By fai the most popular kind of bad ad¬ 
vice IS whal we shall here call no advice. This 
IS the case.when it is not clear how an ad¬ 
vice can be followed. Remarks of the follow¬ 
ing kind are common; '(f you want to im¬ 
prove literacy you must have a more 
equitable income distribution’ This advice 
IS not very uselul because in trying to tell 
yoii how to achieve literacy the adviser sug¬ 
gests that you achieve something else which 
IS equally or perhaps more difficult. Thus 
people who tell you that you should go for 
a 'total overhaul of the system’, when you 
ask them how to control the fiscal imbalance 
are offering you no advice. .\n advice should 
ideally take the form of a clear suggestion 
of an action from among the set of actions 
feasible to the advisee But, in India the 
malaise ol ‘no-advision’ is estremeU 
Widespread. 

Ill 

The Slrale/jy <»f Atlvisinj{ 

The problems of advising increase 
manifold once we allow the adviser to have 
his own preferences about what ts a desirable 
world. To break the problem of futility of 
advising in an Arrow-Dcbreu world, discus¬ 
sed in Section 1,' it is necessary to admit 
that the advisee has less than perfect infor¬ 
mation. This imperfection in information 
could arise because of some inherent uncer¬ 
tainty like that associated with nature or (he 
uncertainty stemming from the problems ol 
co-ordination among agents in a strategic 
environment. Most of the recent literature 
on 'cheap talk’ games—referred to in note 
2—pertain to the latter. When there is asym¬ 
metric information between agents there is 
scope for one person's talk to influence 
another’s actions. But if, unlike in Section II, 
the agents have their own distinct pre¬ 
ferences, some paradoxical possibilities crop 
up. let us begin by discussing one such 
possibility as is illustrated by Stein’s |I989| 
model. 

Stem’s paper supposes that if individuals 
know the targets (concerning, for example, 
the future increases in money supply) of the 
Federal Reserve Bank, this will influence 
their behaviour. It is also possible that it will 


326 


Economic and FHylitical Weekly March 7-14, 1992 



influence their behaviour in a way which is 
considered undesirable by the f«d, that is, 
in terms of the Fed’s social welfare function. 
It may seem therefore that if the Fed is really 
committed to the social welfare function it 
should lie about its targets, in particular, 
announce those targets which would induce 
the most desirable behaviour on the part of 
the citizens. But in Stein’s model this may 
not be possible because individuals know 
that the Fed would like to mislead them. 
What is more interesting is that, given such 
knowledge on the part of the citizens, it may 
be impossible for the Fed to convey its real 
targets to the people, even if it wanted to do 
so. In Stein’s model, it so happens, that the 
problem gets resolved by allowing the Fed 
to make vague statements about its target, 
because there exists a vague statement which 
is true and in stating which the Fed has no 
interest in creating strategic misinformation. 
The model gives important insights into why 
the statements of po>.,!.'ians and bureaucrats 
are so often ambiguous or vague |see also 
Alesina and Cukierman, 1990]. 

Stem's model studies the Imk between 
statements of Jaci and behaviour. Similar 
problems arise even when the statements in 
question are purely prescriptive. This is 
because if j knows I’s values and preferences 
and hears i make some prescriptions, he can 
deduce information from this and this can 
influence his behaviour This immediately 
opens up the possibility that i may face a 
dilemma between making the prescription 
he believes m and making a prescription he 
docs not believe in but which helps in bring¬ 
ing about the kind of world he believes m. 
This is a genuine dilemma which ail policy¬ 
makers and advisers have to face. What 
makes the dilemma hard is that it is not a 
conflict between scirishness and morality but 
even if one decides to be honest about one’s 
beliefs it is not clear as to what the right 
course of action is. 

Though the causation there is very dif¬ 
ferent, m psychotherapy there is a school of 
thought that believes that certain unwanted 
habits can be cured by making a prescrip¬ 
tion which IS the reverse of the real one 
(Watzlawick, Bcavin and .lackson’s [1967] 
discussion on ‘Prescribing the Symptom’). 
It seems, for instance, that bed-wetting can 
be stopped by telling the person afflicted 
with this problem to wet his bed m his sleep 
(To dissuade the cxpenmenially-inclmed 
reader, I hasten to add that this is not a mat¬ 
ter free of dispute among psychotherapists!) 

If in addition to these differences in the 
preferences of the adviser and the advisee, 
their asymmetric information happens to be 
common knowledge, it may become im¬ 
possible for one person’s words to influence 
another person’s actions.*’ let me illustrate 
this with an example. I have discussed this 
elsewhere [Basu, 1992] and would not have 
repealed it here if it were not for the fact that 
it is easy to misunderstand'. 

The minister (or government) has to 
choose between two projects, 1. and R. His 
aim is to choose the project w hich will maxi¬ 


mise his welfare. The trouble is he does not 
know which, of L and R, will do so. His ad¬ 
viser, through his sophisticated econometric 
analysis, knows this but he wants to imple¬ 
ment the project which is good for the 
people (since his own welfare is not affected 
one way or the other). Being an adviser his 
job is to say ‘Do L’ or ‘Do R’. The problem 
may be stated more formally by assuming 
that one of two social states, i, and i,, is 
chosen by nature. If t, occurs, L is better 
for the minister (his payoff is I) and worse 
for the people (whose payoff is zero) and if, 
t, occurs, R IS belter for the minister The 
probability of t, occurring is 1/2. 

This information is summed up in the 
chart describing game Ci|, An alternative 
description in the form of a game tree is easy 
to construct (see Game G,) 

Gami G, 

Ministc Minister 


L 

R 

0.1 

1,0 


In each box the right-hand figure is .the 
minister’s [i.iyofl. The adviser observes 
whether lias occurred or I, and then says 
‘Do r or Do R’. The minister does not 
observe the social slate but he hears the 
adviser. The niinistv’r then chooses between 
L and R 

It IS easy to see that in equilibrium both 
agents’ behaviour will be such that no one 
will be able to deduce anything Irom the 
other. In paniculai, it will be impossible for 
the adviser to transmit any information to 
the advisee 

In response to my earlier discu.ssion of a 
similar example, Srinivasan (1992, p 164] has 
the following to say: 

jD)ocs il mean there is no point in ad¬ 
vising I he government? Surely nol Let me 
illustrate this with the Basu cl al Nash 
equilibrium story jthe reference here is to 
Anant, Basu and Mukherji, 1992]. It can 
easily be shown that the Nash equilibrium 
IS not Pareto optimal j. j Bringing this to 
the notice ol the government may induce it 
to think ot less inefficient ways of raising 
revenue More to the point, the lesson I draw 
from the Friedman story Jthe reference be¬ 
ing lo Friedman, 1986] and others is that in 
designing a system of government a rule- 
based rather than discretionary exercise of 
policy IS likely to be socially desirable, given 
that any discretion is likely to be exercised 
to pursue the self-interest of the bureaucrat. 
I find this paragraph by Srinivasan ex¬ 
tremely valuable because it illustrates in a 
short space several fallacies. Note first that 
the belief that Pareto suboptimality simply 
has to be pointed out for it to get corrected 
is nc>t true. Then Cournot equilibria would 
not be sub-optimal neither would the 
Prisoner’s Dilemma occur. Moreover,^ the 
whole point of my example was one where 
it was not in the adviser’s interest to feed the 
correct information lo the minister or the 


government. Moteover, switching fiom a 
discretionary system to a rule-base one may 
solve the problem of bureaucrats using the 
discretion to their own advantage; but it will . 
create a new problem in which the rules are > 
chosen to benefit the ones who draft the v 
rules (quite apart from the additional pro- 
blem of the rigidities of a rule-based \ 
bureaucracy). Hence, contrary to 
Sriwyasan’s assurance the problem of com- 
mqnicatlon between the advisee and a non- 
neutral adviser is indeed a very difficult one. ; 

Does this mean, as Srinivasan ask.s, there 
IS no point in advising the government? The 
answer is in the negative, but not for the 
reasons that Srinivasan gives. Srinivasan’s | 
confusion stems from his inability to grasp 
fully the meaning of an ‘endogenous govern- 
mem’" Note first that if the government 
consisted of fully-informed, self-seeking 
agents, then there would indeed be no room 
for advice as Barro |I984| had observed. 
Also if the government was less than fully- 
informed but i f the adviser’s objectives were 
orthogonal lo that of the government and 
this was common knowledge as in the above 
game, G,, advice again would be futile. But 
if neither of these is true, advice can in¬ 
fluence actions. However, the adviser may 
have to confront a dilemma between saying 
what he believes in and bringing about the 
kind of world he believes in 

IV 

Choap-Talk 

The pathologies which arise in the link 
between advice and action were illustrated 
thus far in contexts exhibiting inirirtsic 
uncertainty, for instance, that arising from 
uncertainly about nature. It may legitimately : 
be asked as to what happens in the case 
where the uncertainty is nol inherent but 
arises Irom the problems of co-ordination 
between individuals. After all, this is the 
kind of uncertainty that occurs in cheap-talk 
games, which have spawned a substantial 
literature in recent years. 

I shall try to argue that the “talk" that 
occurs in cheap-talk games is more pro¬ 
blematic than conventionally supposed. But , 
this is a fairly formal area and it may be 
useful to begin by recapitulating the basic ‘ 
ideas. I do this by using the model of Far- , 
rell [1988]. 

Consider the game of the Battle of the 
Sexes described below. 

Game Gj 

Player 2 



A2 

82 

Al 

2. 1 

0. 0 

B2 

0. 0 

1. 2 


In this game the two players, husband(2) and 
wife (I), have to decide c i whether to go for 
a bull-fight (B) or an an exhibition (A). They 
arc friendly enough to want to go to the 
same place, though the husband prefers that 
both go to the bull-fight (B,, B^), in which 
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DHANALAXM 
PLEASED 


Got rebate in 
Income Tax 



National Savings Scheme 1987 

• 100% Income Tax Rebate on bwestment u/s. 
80-CCA. 

• Maxinum Limit of Investment b now 
Re. 40.000 PA 

• Rale of Interest—11 Per Cent 


Nati onal Savings Certificates, 
ITlTr Issue 

• No limit on investment. 

• Investment of Rs. 50,000 will be eligible for 
deduction at rate of from Income Tax 
u/s. 88 of the Income Tax Act. 


•An Aduk/Tax Ikying Mnor/l-todu Undivided 
FamlH/ can open the account 

Public Provident Fund 

a Income Tax Rebate u/s. 88 of the Income Tax 
Act on investment uplo Rs. 50,000 P A. 
a Limit of Subscription — Minimum Rs. 100/- 
and Maximum Rs. 60,000 P A. 
a Tax Free 12% Compound Interest 
a Fadhty for loan and non-refundable 
uitthdtawab. 

a Ra. 10.000 invested pet year become 
Ra. 4.17J132 M maturity. 


a 12% interest Compounded half yearly. 

Rs. 1,000 become Rs 2,015 after 6 years, 
a Interest accrued annually is eligible for tax 
rebate u/s. 88 and 80- L of the I.T.A. 

Contact 

Directorate of 
Small Savings, 

Government of Maharashtra. 

New Adnunistratve Building, 

8th Floor, Bombay 400 032 

Assistant Director of 
Small Savings, 

C/o. District Collectoratc. 
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she gets a payoff of I and he gets 2. If they 
choose (A,, Aj), she gits 2 and he gets I. 
If they go to different places they get zero 
each. This information is summed up in the 
payoff matrix above. 

This is a game of pure co-ordination. It 
has two (pure-stralegy) Nash equilibria, 
(A|, Aj) and (B|, B,). II a player believes 
the other is playing B it is in his or her in¬ 
terest to play B. Likewise for A. In this game 
if there is no preplay communication, it is 
believed that (A,. A,) or (B,, B,) can 
happen. And in lact li mixed strategics are 
allowed or wc use the criterion of rationa- 
lisability |Bcrnhaim, 1984, Pearce, 1984] then 
anything can happen 

If however player I is allowed to make a 
pre-play suggestion as to whai they should 
play. It is reasonable to expect that he will 
suggest (A,, A,) and given such a sugges 
tion no one has an intcrcsi in unilaicral 
deviation So cheap talk or pre-play tom 
municaiion gives us the intuitively expected 
outcome. If 2 had made the pre-play sug 
gestion, we should expect {B|, Bj) to occur 
More generally and going beyond the above 
example what FaricII does is the following 
He defines a suggeslior to be an ii-mple 
(T, T„)of strategy sub sets, wheie I is 
a subset ol M(S | where is the set ol pine 
Strategies open to playei i, and M(\ ) is the 
set of all mixed sliategies with support \ 
which IS a subset ol S 

I 

A conwvrpn/ suggestion is delined to be 
a suggestion, (T,, , such that loi all 

i for all strategy b in I , there exists a 
strategy n-tupic m in 1, x x T,,, such 
that b IS a best response to m. In the 
language of Pearce |I984| a consistent sag 
gestion is a suggestion which has the ‘best 
response property’. 

In keeping with the nomenclature ol this 
paper, let me call the player w ho makes the 
suggestion the ‘advisci’ It is argued in this 
literature that if the adviser makes u ion 
sisieni suggestion, all players will abide hv 
It. Knowing this the adviser will make that 
suggestion which is the most advantageous 
to him. This is predicted to be the outcome 
of a game with pie-play talk let me here 
call this an equilibrium 

I wish to draw attention to iwodifliculiics 
with the above argument. I he lirsi one per 
tains to the italicised observation in the 
above paragraph C onsider the game 
described below which is taken Irom my 
iMier with Joigcn VileibuU |Basu and >^bu]| 
19911. 

GAMt: G, 



1 *- 

R 

1 

1 2. 2 j 

0. 0 

M 

0, 1 

1. 1 

B 

0, 0 

0, 2 


In this game (M,K) is a Nash equilibrium. 
Hence ([M], [R j) is a consistent suggestion. 
Suppose player I is the adviser and the ad¬ 
viser suggests ((MJ, [R])—that is, that I 
should choose M and 2 should choose R. 


Is it reasonable to expect that both players 
will listen to the suggestion? This is not so 
obvious. If 2 believes I will follow the sug¬ 
gestion, 2 IS indifferent between L and R 
Hence, his playing L cannot be ruled out off 
hand. In view of this I may think of play¬ 
ing T. This m turn may induce 2 to play 1 
It seems therefore that a consistent sugges¬ 
tion need not be self-enforcing. For sugges¬ 
tions to be sell-enforcing it .seems more 
reasonable to look among what in Basu and 
Weibull |I99I| IS described as a ‘curb set’ 
where CURB is an acronym lor being ‘clos¬ 
ed under ralioii,il behaviour’ In particular, 
a suggestion (1r,,) is light curb il. 
lor all I, I is the set ol all best responses 
ol playei i, to (T|, '| ) 

It seems to be sensible to argue that sug 
gcstions which .iic tight curb sets are more 
likely to be scll-etiforciiig than ones which 
are coiisisiciii Hut even altei this adiustmciil 
lime IS a deep problem 

Return to example G, Is the aniiouncc- 
meiu ol the simgestioii (|AJ, lA,]) really 
iiecessars lor ( A,, ,A,) to happen'' If this is 
the onh reasonable suggestion on the part 
ol [ilayer 1 i; is not clejk why making the 
suggestion is ai all important 

In oihci words, whenever a cheap-talk 
game with a pie specifie’d adviser has a 
unique equilibrium, it is not clear why the 
advice needs to be given. I he fact that there 
IS only one reasonable advice to give and all 
players can deduce tins, obviates tlie need 
loi the advne Actual words, it seems, once 
again cannot inlluence action 
till the other hand, suppose player 1 sug¬ 
gests (IBJ), (|B-|) I his is consistent and 
also iighi curb So, according to this model, 
■ill playei s would be expected to abide by it 
But note that 1 suggesting this, given that 
he could have suggested (lA, |, |A,j) reflects 
nothing as nuich as I’s trial tonality Since 
this will be Irjnsparent to 1, it is no longer 
deal as to why il |B,1) is suggested, 

ihc pl.ivers will .ibide hv it. suite 2 seeing I's 
iiiaiionahiv will be thrown into conlusion.K 
So il a suggestion is obvious it is not clear 
why It has to be made; and il it is not 
something that is optimal from the adviser’s 
point ol view, iis aniiouiic'emcnt should 
cause nolliiiig but contusion 


(iunolusiiin 

In an engaging essay, 1 - 11^4111311 jlvtstij ad¬ 
mitted that Ins efforts to persuade the 
Federal Reserve to adopt a certain set of 
policies had been “a waste of time”. This was 
not because his advice was wrong. In fact, 
Friedman believes that tf the Fed had follow 
ed his advice, “the economic situation of the 
United States and of the world would be 
I ] lar prelerable”. His advice was a waste 
ol time because it was wrongly given and it 
was but inevitable it would not be accepted. 
I take the view in this paper that this is a 
very general'problem with the advice we 
economists give. Where we more frequently 
err on is not the content of the advice but 


the mechanics of how to give it. What wc 
need is a theory of how an advice get* 
translated into actions. 

The aim of this essay was to prepare the 
ground for such a theory by demolishing the 
simplistic views that prevail concemitig what 
constitutes good advice and, by compiemen- 
tarity, bad advice. It was shown that the link 
between advice and action is complicated 
and can exhibit pathologies which result in 
some deep dilemmas for the adviser. 

This sounds like a pessimistic note to end 
on But I read it more as a sign that we are 
on a terrain which is both interesting and 
difficult and, therefore, as research agenda 
has much to commend. 

Notes 

fl his IS a revised version of the Mahalanobis 
Lecture delivered at the TWenty-eighth Annual 
C oiigrcss of the Indian bconometric Society in 
.Siliguri on October .10, 1991. This topic has 
been of interest to me for a long time and I have 
discussed 11 with many people. ! would, in par¬ 
ticular, like to thank Yoginder Alagh, T C A 
Anani, Prabha Appasamy, Alaka Basu, Andre 
Beieillc, Dipankar Dasgupta, Ivan Lengwiler, 
Siddiq Osmani, I N Srinivasan, Sanjay 
Subrahmanyan! and $ Subramanian. Though 
he may not recognise it, I have been greatly 
influenced by some conversations with Andrew 
Postlewaile.] 

1 II IS possible to argue that some of the 
assumptions are motivated by the presump¬ 
tion that agents do communicate. However, 
since these are not explicit, we cannot use the 
model to discuss the role of communication 
or the impact of a new invention facilitating 
communication, for example, the fax 
machine 

2 The emerging literature on this subject 
distinguishes between two kinds of com¬ 
munication. Payoff-effecting communication 
and costless communication. If you gel some 
inherent joy in giving advice then it is a 
■payoff-effecting’ communication because 
the communicator’s payoff is influenced 
directly by his act of communication. The 
same is true of a student who has to incur 
the cost of studying in order to do well in 
the GRE examination and thereby com¬ 
municate to the world his talents. Spence 
|I974| IS a classic work in this class. Costless 
communication is the case where the cont- 
munication in itself is free. Of course, il may 
ultimately influence the communicator’s 
payoff by influencing the actions of others. 
The literature on.this is relatively recent 
[Crawford and Sobel, 1982; Farrell, 1988; 
Rabin, 1990, to name just a few). Such com¬ 
munication IS usually referred to as “cheap- 
talk” All my reference to communication in 
this papei IS to cheap-talk. 

3 The role of interlocking webs have been used 
to explain special customs and political 
regimes (see Basu, 1986; Basu, Jones and 
Schlicht, 1987; Platteau and Abraham, 1987); 
but It stems to me that us role in the func- 
iioningCof the economy may be more per¬ 
vasive man previously believed; in panicular, 
as just argued, the efficacy of law may 
depend critically on it. 

4 If there is an active market for advisers, and 
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advisers and advisees meet repeatedly over 
lime, then no matter what the innate 
preferences of the adviser it may be in his 
interest to act value neutral because then his 
advice will be the most sought after and he 
would be able to command a large fee. 

> See also Friedman |I986J, Basu |I992], 
Dasgupta [1992] 

i In fact this problem can arise even when the 
adviser and the advisee have identical 
preferences, as illustrated by the E-mail game 
discussed in an extremely illumtnating paper 
by Rubinstein [1989]. 

7 A useful reference for averting errors ol this 
kind is Bhagwati |I988| 

I The problem is analogous to the well known 
problem of 'unreached nodes' in extensive- 
form games [Binmore, 1987, Basu, 1990]. 

) Hence pre-play suggestions have, at best, the 
slender role of lie-breakirig when the adviser 
has two or more equally advaiiiagcous con¬ 
sistent suggestions. 
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Financial Programming for Stabilisation 

Some Notes on IMF Model 


Ranjit Sau 

The IMF model of financial programming for stabilisation is based upon the monetary approach to the balance 
of payments. The model is incomplete as it does not combine a structure of general equilibrium with the fun¬ 
damental equation of the monetary approach. In this paper a Keynesian theory of income determination is grqfled 
onto the monetary approach, and the import inducing effect of direct foreign investment is recognised. It follows 
that the basic theorem of the monetary approach may gel refuted under certain values of the parameters of the 
complete model. Econometric tests with Indian data reveal that it is quite possible for the IMF strategy to turn 
counterproductive. There are two parts to the policy model. Empirical evidence indicates the existence of a de¬ 
mand function for money, which is only one part, hor the other part there are several alternative structures of 
general equilibrium. Hence the route to stabilisation is not unique. The IMF need not commit itself to a single 
model. Selection of the optima! mode! itself is the primary task before the action parameters and performance 
criteria can be meaningfully derived. 


[HH Internalional Monetary Fund has an 
onerous mandate It ts called upon to extend 
support to an economy that has fallen into 
severe imbalance between agttregaie demand 
and aggregate supply with high inflation 
and/or balance of payments crisis In the 
lirsi decade of its existence the IMF was 
lather a disappointment The post-war 
strains turned out to be much larger than 
what was realised in 1944; and the fund's 
resources were inadequate to cope with those 
disequilibna. Since I95‘< and the end of the 
dollar gap in fcurope. the fund has become 
increasingly important Even the mighty 
United States, for example, had occasion to 
reinforce its own inlernationai resources by 
drawing on the Fund As late as 1976 the 
British government was obliged to seek, again 
the Fund’s Financial assistance which comes 
invariably with a good dose of 
conditionality 

Th^ last two decades had been a specially 
hectic period for the IMF- Over one hundred 
stabilisation programmes had to be dcwised 
as country after countiy lined up at its door 
The Fund operates much like a dtKior at the 
emergency department in a public hospital 
the patient economy is prostrate, there is lit ¬ 
tle sign ol breathing, data are scarce, lime 
IS short It IS no mean achievement that 
under such trying circumstances the IMF has 
survived, nay. thrived, despite alleged 
failures at certain times in the cases of 
Mexico, the Southern Cone, and Zaiie, lor 
example 

The Fund’s approach to economic stabih 
sation, generally referred to as ‘Financial pio- 
gramming’, is based largely on oral iradiiioii 
There is surprisingly little readily accessible 
written material on us thecrelical underpin¬ 
nings, in particular, on the intcrjciion 
among various jxilicy measures in achieving 
the ultimate objectives- To be sure, the 
analytical basis of the programmes negoti¬ 
ated m the 1950s and 1960s was articulated 
and formalised m a number of papers by itie 
Fund staff, some of which arc compiled in 
IMF 11977], it IS said that Fund packages 
have been derived from just one formal 
model now for over thirty years, after an in¬ 
itial statement by Jacques ^lak [19571. Cer¬ 


tainly 111 terms of the number of countries 
and people aliccted, Polak's work is the 
mosi imporiani piece of macroeconomics 
since Keynes I he genius of the Polak Model 
IS that It IS t-iiill around the accounting 
identities ol the l.,tnking svsietn, balance ol 
payments, and goieiiimciit budget that every 
country uses a, pan ol its macroeconomic- 
data base I here au- lour main elements in 
It — the three identiiics just mentioned and 
a definitional tautology, namely, the cqua 
tion ol exchange 

Since the ca'Iv I97()s, however, the vOn 
ceplion and the structure ol adiustmeni (the 
I und’s favourite synonym lot stabilisation) 
piogrammes have gradually evolved and ex¬ 
panded in the light of certain iheorelical 
innovations m economics and the changing 
world scenaiio floating exchange rates, 
laigc llucluations m coinmodils prices, 
sharp use m interest rates, slow growth in 
major expoii markets, si/eahlc international 
niovcmenls ol capital, and the like. I hough 
scimewhai eclectic, tlic underlying model is 
essentially informed by the monetaiy ap¬ 
proach to the balance ol payments. Its 
concentration on monetary flows is further 
juslilied on the giound that data on mone¬ 
tary variables contain important macrci- 
ccoiiomic inlorniaiion and are relatively 
more accuiaie and timely than data on real 
variables 

t here has been no dearth of cnlicism A 
strident critic, Taylor 11988 159] concedes 
that the IMF model is "an internally con- 
sisicni way of looking at the economy’’. But 
he complains “Its major problems are that 
It Ignores (or assumes away) output varia¬ 
tion and dcteimtnation of prices from the 
side of costs”. The present paper analyses 
the latest version ol the model [IMF 1987] 
from another angle. It shows that the first 
part of Jaylor’s criticism has now been met. 
Flowcver, it will sidestep the second part by 
assuming that all prices including exchange 
rates are given. 

We shad note that in accord with the 
monetary approach to the balance of pay¬ 
ments the formal IMF model does not split 
expenditure into investment and consump¬ 
tion although domestic and foreign invest¬ 


ments are recognised as functions of interest 
rate in later pages in the same document. 
Besides, it glosses over a vital distinction bet¬ 
ween direct foreign investment (DFI) and 
portfolio investment, which is not merely 
one of a legal classification in terms ol 
extent ol ownership of the concerned enter- 
,pri.ses. What is most relevant in the present 
context IS that evidently DFI by its very 
-nature induces sizeable imports of materials, 
machinery and other goods and services. 
Once the primitive dichotomy'between eon- 
sumptron and investment, and the said 
economic feature of DFI arc taken into ac¬ 
count, we shall claim, the theoretical foun¬ 
dation of the IMF strategy of stabilisatioj) 
becomes open to question. 

Section I summarises the IMF model. Sec¬ 
tion II introduces consumption and invest¬ 
ment functions, and includes DFI as an 
additional argument in the import demand 
function. The result is that the basic policy 
conclusion of the previous section gets 
refuted. Section III shows some econometric 
estimates with Indian data Section IV 
makes a lew concluding remarks. The ap¬ 
pendix gives further justiFication for the DFI 
function that we use in the text. 


I 

IMF Model 

The monetary approach to the balance of 
payments has been formalised during the 
1950s and 1960s mostly at the hands of the 
economists at the International Monetary 
Fund and the University of Chicago. Its in¬ 
tellectual roots, however, can be traced back 
more than two and a half centuries in the 
history of economic thought [Frenkel and 
Johnson 1976:21-45]. An essential assump¬ 
tion of this approach is that there exists an 
aggregate demand function for money that 
is a stable function of a relatively small 
number of aggregate economic variables. In 
an integrated world with free trade in goods 
and currencies the supply of money in an 
individual economy has two components, 
namely, domestic money, and foreign money. 
Economic agents in the private non-bank 
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sector themselves will figure out hmmuch 
of the two moneys they will holdim\their 
portfolio. In equilibrium whe/e the agents 
have optimised their money portfolio and 
the quantities of demand and supply are 
equal, the supply of total money clearly 
becomes an endogenous variable, over which 
banks have no control. What the monetary 
authority can and do control is only the 
domestic component of credit, not the total 
money supply in the economy 

Starting from an initial position of equili¬ 
brium, suppose the monetary authority in¬ 
creases domestic credit, leicris parihui. 1 he 
private non-bank sector will quickly get rid 
of the excess money by purchasing foreign 
goods. Consequently the balance of pay¬ 
ments will deteriorate. A similar process 
works in the event ol credit contraction as 
well.' It follows that the balance ol 
payments is essentially a monetary pheno¬ 
menon. Accordinglv the monetary approach 
to the balance of payments has the (ollow- 
in$ centra/ Iheoretn. "An expansion ol credit 
causes an unfavourable balance ol 
payments. An adverse trade balance may 
be created by a redundant cut rcncy and can 
be corrected by a contraction of the cuneii 
cy” (Hawtrey I927.7.S and 29<)| Similar 
statements can be found also in licrvaise 
(I720;9|, Hume |1752.70j, and Mill |l«9.t. 
Book 111:195 96). 

IMF 11987:14) chunciates the same pro¬ 
position as follows: "For a change in dome¬ 
stic credit to have a predictable elicct on the 
balance of payments, the demand lor money 
must bear a predictable relationship to a 
limited set of variables Given that this lela 
tionship IS stable, an increase in donicstic 
credit would cause a divergence between the 
demand lor money and the supply of money, 
resulting in a decline in net loreign assets 
because the public would not be willing to 
hold the additional money that was created!' 
The link works in reverse gear also The 
Fund, therefore, takes donicsiic credit as a 
common instrument of policy to achieve the 
objective c>l financial programming 

The simplest case of the IMF policy model 
is simple enough, lirt 1. denote the stock ol 
money, R the domestic currency value of net 
foreign atsets of the banking system (inter 
national reserves), D net domestic assets ol 
the banking system (domestic credit), and 
preTix A one-period change m the associated 
variable. The balance sheet ol the banking 
system, including the central bank, where 
liabilities (money) are equal to the sum ol 
foreign and domestic assets, is given by the 
following identity.- 

(1) .. AL - A +aAO 

Now, the demand fof money is related to 
only national income Y, foi simplicity This 
one is a behavioural relation With k as a 
constant thus we gel 

(2) .. AL. = k AY 

Tbe^ two equations give .i policy model. For 
rinancial programming three steps are neces¬ 
sary. First, start with a projected value of 
AY. In Tinbergen’s (1952) terminology AY 
is a “data variable”, ^ond, fix a target AR; 
this variable reflects the money account ol 
the balance of payments. Third, solve the 


two equations for AD and AL. To the IMF 
(1987:13-14), AD is the instrument variable, 
and AL the irrelevant variable in the sense 
of Tinbergen. 

The above-mentioned central theorem of 
the monetary approach is given by 

(3) . d(AR)/d (AD) < 4). 

It is on the strength of this relation that the 
IMF advises contraction of credit to meet 
balance of payments crisis. To prove (3) in 
the model of (I) and (2), note that given AY, 
the sum of AR and AD is a constant So the 
two variables can move only in opposite 
directions, rupee for rupee. 

Obviously, two assumptions arc necessary 
tor this result to come by First, k must be 
independent of AD; and second, so must be 
AY as well Otherwise, the whole exercise 
would fall through. The second assumption, 
in particular, is rather diflicult to swallow 
It IS hard to imagine a situation, shoit ol 
lull employmcni. where expansion oi con¬ 
traction ol crcdil has no impact on ptodiic- 
lioii and income m the economy Forlunaie 
ly, il will be relaxed in a niomenl 

The model has been extended in three 
ways rcspcciiscTv by (i) irilroducing an im 
port demand Uinclion, (ii) linking the mone¬ 
tary and tiscal accounts ol goveinmenl, and 
(III) relating the basic monetary relationship 
lo the balance sheet ol the central bank as 
opposed lo the banking system as a whole 
We shall hcie consider, only the Inst 
extension 

Let M denote inipoit I lie impoii demand 
liiiiction. which IS bcTuisiouial m natuie. is 
as lollows 

(4) M niY 

where m is a constant. On the other tiand, 
the balance ol payments- identity is given b\ 

(5) X M AO a AR 

where \ is export, Q is itie net fcrreign assets 
ol non bank residents, and R, as we know, 
IS the net loicign assets of the banking 
system 

Four equations, (I), (2), (4), and (5), with 
sewen variables, constitute the extended IMf 
model. Lxport X, and change in the net 
loreign assets of non-bank residents AQ that 
trresumably includes aid flows, direct foreign 
investment, and commercial foreign borrow¬ 
ing, are two ‘data variables'; they are to be 
given Irom outside Furthcimore, AR is a 
target variable; it is exogenous. So we arc left 
with four variables; AD, AY, AL, and AM 
I he model then becomes determinate Note 
that here again AD is the instrument variable 
for linanciai programming [IMF I987 I5-I6| 
Indeed, AY is no longer obliged lo be in¬ 
dependent ol AD unlike in the preceding in¬ 
carnation ol the model; this point also takes 
care ol Taylor's complaint, cited above, that 
the IMI package ignores or assumes away 
out|)ui variation. 

The model is operationally very conve¬ 
nient. Two identities (the balance sheet of 
the banking system, and the money account 
of the balance of payments), and two 
behavioural equations (demand for money, 
and for import, resp^tively) are all that is 
required for financial programming, given 
the exogenous variables. In order to verify 
the so-called central theorem now convert 


(I) , (2), i[4) and (5) into ai| analysis mrxiel 
by considering AD as exogenous and AR as 
endogenous, ceteris paribus.^ The reduced 
form of the system of structural equations, 
yield 

(6) ... AR = 

■'[k(X-AO-mY i)-mAD)/ (k-nn) 
where Y i is income of- the previous 
period It follows that 

(7) . d(AR)/d (AD)=-m/(k-rm) 
Obviously, (7).satisfies (3). QED. 

II 

IMrt-ot Foreign Investment 

The lundamental equation of the 
monetary approach expresses the balance of 
payments as the difference between the 
demand for money, and the flow supply of 
credit II can be easily seen from (1) and (2). 

(8) AR - kAY -AD 

Because the derivation of this equation relies 
on merely a balance sheet idenTity and the 
assumption of flow equilibrium Ih t)|p 
money market, (8) docs not by itself con¬ 
stitute a model of the balance of payments. 
An explanation as to how the variable that 
alfeci* the demand for money is itself deter¬ 
mined IS also required. In other words, im¬ 
plementation o( the mxrnetary approach to 
the balance of payments requires that a 
structural general equilibrium model of the 
economy be apixrndcd Without such a com¬ 
plement the “approach" is underdeterminate 
as a theory. An important operational con¬ 
sequence IS that it IS the underlying struc- 
luial model, not the 'approach' perse, that 
determines how the balance of payments and 
other endogenous macroeconomic variables 
will respond to stabilisation policy. Montiel 
[1985) aptly makes this point by undertaking 
a ‘monetary’ analysis of a Keynesian- 
economy We shall now do the same by in¬ 
setting a simple, textbook variety of Keyne¬ 
sian model along with an import demand 
function where direct foreign investment 
appears as one of the two arguments.'* 

To begin with, we have the standard ^Ua- 
tion lor income formation with consump¬ 
tion C and Investment 1. 

(9) Y-C+UX-M 
Consumption and investment functions are 
respectively as follows 

(10) . C = cY 

(II) I-a-bi 

where (,'s the interest ratd, and a, b, c are 
constants. Direct foreign investment is 
denoted by -I- 

(12) ... J = V (i-i*) 

where V is a constant and r is the world rate 
ol interest. Now the import demand func¬ 
tion (4) is rewritten as 

(13) .. M = mY+nJ 

where n is a constant. Also let the balance 
of payments identity (3) Ufkc (he following 
form with a certain modification in the con¬ 
tent of one term as explained below. 

(14) ... X-M,= AQ-tAR-i-J 
Previously AQ included all capital flows— 
aid, direct foreign investment, and edmmer- 
cial borrowing. In (14) we have, far greater 
clarity, redefined AQ to exclude direct 
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foreign investment which is now separately 
shown as J. 

Eight equations, namely, (I) (2), (VK - 
constitute our analysis model, witn tsvelve 
variables of which three (X, AQ, i*) are 
straightaway taken as exogenous, tn view of 
the problem at hand we treat AD also as 
exogenous Then the model becomes deter¬ 
minate It IS illustrated in Figure 1 which is 
an adaptation ol Chart 2 of IMF |198/;33|- 
AA ts the investment curve. GO shows the 
inflow of direct foreign investment. OK is 
the piedetciitiincd amount of ‘other’ capital 
inflow Interest rate is OR Oearly OM is 
investment, (tf is total foreign capital inflow 
ol winch K1 is direct foreign investment, and 
OK consists ol aid flow and commercial bor¬ 
rowing Domestic investment is LM With 
this the economy will be in equilibrium at 
E provided two conditions are satisfied' (i) 
domestic saving, given the income, is equal 
to LM; and (li) the deficit in current account 
as determined by (13) together with the 
predetermined X is, in fact, equal to OL 
Otherwise the economy would be in dis¬ 
equilibrium, and the rate of interest will 
change. Wc shall not go into the dynamics 
of reaching the equilibrium 

We solve ihe system to get the iollowing 
equations 

(O) a„Yra,,i-b, 

(16) a., Y + a„i b, 

where a,, =(l-c-i-m), a,j=(b+nv), 

aj, =(m+k), ajj =v(l-i-n), b, =(a-fnvi*-rX). 
and bj = (AD-FAQ+kY_, + vi*(l + n)-FX). 
In Figure 2, curve IS represents (IS), and 
curve LM represents (16). The equilibrium 
is at E. 

To study the stability of the equilibrium 
we assume that (16) is satisfied always im¬ 
plying insianianeous adjustment m the 
money market, and that there is gradual ad¬ 
justment in Ihe goods market (15). If the 
equilibrium is stable then a^j/a^, > 
that is LM is steeper than IS. 

For comparative statics, suppose AD is 


reduced. In view of (16), LM would shfft 
down to I.'M' in Figure 2. Equilibrium shifts 
from E toE', thus interest rate rises and in¬ 
come falls. Now, from (12), (13) and (14) we 
find 

(17) AR =-mY-v(l+n)i 

t (X * vi*(l -i-n)- AQ) 

In (17), depending upon Ihe cocfricients and 
the data variables, the effect of the above- 
mentioned fall in Y on AR may be swamped 
by that of the rise in i, leading to a fall in 
AR. a.s AD IS reduced. Under such cir¬ 
cumstances then we get 

(18) d (AR)/d (AD) > 0. 

Compare (18) with (3). Clearly, (18) refutes 
the central theorem of the monetary ap¬ 
proach to Ihe balance of payments, which 
provides the theoretical foundation to Ihe 
IMF model 

ni 

StatiHtical Entimateti 

'fhe primary question that we are raising 
in this essay cannot be immediately settled 
with statistical tests. Yet it is interesting to 
see how some of these equations stand up 
with the data of Ihe Indian economy. We 
have deflated every nominal magnitude by 
Ihe index ol wholesale prices (average of 
weeks) of all coimnodiHes, base 1970-71 

Wc have estimated the following money 
demand equation (1970-71/1988-89); 

L- 22..S5a 0 966Y, r’-0.98 

(0 030) 

The figure in parentheses is the standard 
error of the coefficient. Note that L is ‘real’ 
money (M, in this case), and Y is ‘real’ in¬ 
come. Certainly the monetary approach will 
be glad to see this equation. But we must 
remember that during all these years there 
was strict foreign exchange control; the 
rfsidenis could hardly optimise their money 
balance with dollars, yen, mark and pound 
sterling. 

Import demand function (4) is estimated 


as follows; 

M=- 20.‘74-fO.I 28 Y, r^--=0.79 
(0.016) 

We do not have comparable data for J; so 
we could not empirically test (13). 

In our eight-equation model ol the pre¬ 
ceding section, AD, AQ, and X are ex¬ 
ogenous variables. Suppose i* is constant 
during the sample period. Then the reduced 
form equation will have these three as in¬ 
dependent variables. It is found that Y , 
also would appear in the equation. Accor¬ 
dingly, wc have estimated the following 
ri969-70/l988-89)- 
Y= 113 .39+ 0.385 AD 3.6/2 AQ -+ 
(0.772) (1.379) 

1.750 X +0.532 Y , 

(0.743) (0.179) 

= 0.98, DW=L5 

1 he Durbin-Watson statistic shows that there 
is no autocorrelation at one per cent level. 
We observe that the sign of the coefricienl 
of AD IS positive which may be taken as a 
confirmation of the corrnponding result in 
comparative statics of our model as illust¬ 
rated in Figure 2' reduction of AD leads to 
a fall in Y in equilibrium. At the same time 
one must be aware that the coefficient has 
a rather high standard error rendering it 
statistically non-significani. Does it mean 
that credit control is not much of an effec¬ 
tive instrument tor achieving one of the ob¬ 
jectives of Stabilisation, namely, increase in 
income? 

A similar equation for AR could, in 
principle, be estimated. We could then see 
whether the statistical results agree with (3). 
But the variations in exchange rates during 
the sample period make-such an estimation 
quite difficult. 

IV 

(arnrluding RomarkK 
The monetary approach to the balance of 
payments is not complete as a theory unless 
grafted into a model of general equilibrium 
to determine macroeconomic variables such 
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I as national iucom^ consumption, invest- 
i mem, imeresi rate, export, and import. Being 
i based upon this approach, but not having 
T a well articulated, disclosed mddel of general 
' equilibrium, the IMF procedure for Financial 
programming seems to be incomplete as an 
. analysis model, hence inadequate as a 
: framework for policy formulation. 

Furthermore, the IMF model renders itself 
internally inconsistent, on the one hand, by 
recognising the dichotomy of consumption 
and investment, but, on the other, not 
following up the implicatiqps thereof in the 
formal structure. The circumstances under 
which the Fund is usually called in for help 
bestow a special significance upon direct 
. foreign investment that brings in new tech¬ 
nology, different management practices, and 
non-traditional inputs. Direct foreign invest¬ 
ment evidently by itself induces a host of 
further iiAports. Granted this, the central 
theorem of the monetary approach could get 
overturned with certain values of the 
parameters: and with it the strategy of 
stabilisation as reported in IMF [1987] would 
come to be self-defeating. Our econometric 
modelling, admittedly scanty, does indicate 
that the possibility of such a ca.se occurring 
in real life cannot be ruled out a priori. 

Stabilisation can be on-the agenda only 
in the short or medium term. It has to be 
integrated with the strategy for achieving 
durable growth, where investment presuma¬ 
bly plays a dtnninant role.-Reportedly, the 
IMF and the World Banli hra finding it dif¬ 
ficult to relate .UhldicTaf programming for 
stabilisation! *'^1^ long-term economic 
growth-jIMF I^:;i7:28]. One wonders if 
the lack of thisdOmpatibility arises because 
the IMF model does not pay due attention 
to investment. 

The existence of a stable demand function 
for money seems to be assured. This is but 
one part of a policy model. The other part, 
the structure of general equilibrium, may 
vary from case to case. So there are possibly 
several alternative combinations of the two 
parts, lb-be sure, it is not always easy to 
strike the right mix. The IMF need not com- 
imil itself to a single model, however eclec* 
iiic err.-n*! that might be. For every 
|mei.''b;r <x .:i> ail the alternative models 
jhavp t' « computed, and made public for 
ppen discussion. Only then the derived 
ipolicy will have sufficient credibility and 
itransparency. The IMF would surely enjoy 
the freedom to select one from among the 
ivailable list of policy models depending 
jpon the context and constraints. How to 
diooae optimally from among several models 
yf policy formulation can be a rewarding 
iubject for further resea/ch. 

To sum up, there is no unique path to 
stabilisation. It should be a part of overall 
policy-making by the IMF and the concern¬ 
ed government to select the optimum route 
in the First place; and only then the necessary 
action parameters and performance criteria 
can be meaningfully worked out. 

Appendix 

In our story direct foreign investment as of 
{12) abd (13) has a prominent place. We have 


, to explain (12) since it is not very clear in the 
literature why J would rise with i. No doubt, 
J seeks higher profit. But how are profit rate 
and interest rate related? 

Consider a fifm which invests capital K to 
maximise proFit taking interest rale as the cost 
of dapilal. To .simplify ihe plot, let capital good.s 
last for one period. All prices are given. Define 
gross profit P as Ihe excess of revenue over ex¬ 
penditure (wages, cost of materials, and 
depreciation). The gross profit function is as 
follows. 

P = P (K), P(0) = 0. P'(K) > 0. P*(K) 4 0 
Net profit N is defined as the excess of gross 
profit xigtr interest charges. 

N=P(K)-iK 

The firm maximises N with reference oi K. 

In equilibrium 

P’(IC)=i 

Since all prices are given, and we are consider¬ 
ing capital goods with one-period life there 
would be no problem of dimensionality to 
equate P’(K) with i [Lerner 19531. If N is 
positive then we find lhal P/K > P’(K). 

Both P'(K) and d(P/K)/dK are negative. If 
inleiesi rale rises the firm would reducC K; both 
P'(K) and P/K prevailing in this economy would 
rise. Thus interest rate and profit rale move in 
Ihe same direction. For direct foreign invest¬ 
ment, therefore, interest rate is a reliable in¬ 
dicator of the profit rate. Hence (12), 
Theoretical works on direct foreign invest¬ 
ment can be classified into two types; normative 
and positive. Bhagwali and Brecher |1985|. 
Kemp |l%2, 1966), MacDougall [1960] are ex¬ 
amples of the first group Hymer [1976], 
Kmdiebeiger [I969|, Kojima and Ozawa |I984J, 
Vernon |I966|, for instance, belong to the se¬ 
cond group. Ours is a positive theory, and quite 
simple at lhal; DFi seeks profit; interest rate 
prevailing in an economy is a good indicator 
for profit rale to the DFI; hence, DFI and in¬ 
terest rale vary together in the same direction 

Notes 

[This paper is part of a research project fund¬ 
ed by the Centre for Management and Develop¬ 
ment Studies, Indian Institute of Management, 
Calcutta. The author has benefited from discus¬ 
sion with V bf Reddy and Jaii K Sengupia. The 
usual release is granted | 

1 In a review of Frenkel and Johnson |l976j, 
Hahn |1977| points oul that such a proposi¬ 
tion requires lhal Ihe excess demand for 
goods in the economy is zero, and that money 
is the only asset. 

2 ‘Other liabilities' and ‘other assets' of the 
banking system are taken to be either zero, 
or subsumed in Ihe items listed here. 

3 According to Tinbergen |I9S2|, in a fixed- 
targel policy model the targets are exogenous 
and Ihe instruments arc endogenous, while 
in Ihe corresponding analysis model the en¬ 
dogenous/exogenous status of these variables 
is reversed. In our policy model AR is ex¬ 
ogenous and AD is endogenous, whereas in 
Ihe analysts model AR becomes endogenous 
and AD exogenous, ceteris paribus. 

4 The import iniensily ol direct foreign invest¬ 
ment is amply borne oul in a study by the 
Reserve Bank. A sample of 301 foreign- 
c 9 nlrolled rupee companies in India, pre¬ 
dominantly controlled by the UK, the US 
and West Germany, incurred foreign ex¬ 
change expenditure of over ten thousand 
million dollars in 1985-86 when their export 
earnings amounted to a little more than eight 
thousand million dollars {The Statesman, 


Calcutta, August S, 1991). 

True; domestically-owned companies also 
display a rdaitvely la^e foreign exchange ex¬ 
penditure. However, it is our hypothesis that 
the foreign-controlled rupee companies are 
more import intensive. For simplicity, we 
shall Ignore the import content of domestic 
investment as such. 
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Higher Education: Plea for Reorganisation 

Nilalumtlia Rath 

In the 25 years that have elapsed since the 1966 report of the Vacation Commission of India many of its recom¬ 
mendations have been tried out but the quality of higher education has not registered any improvement. This 
paper examines the system of education in practice in India and suggests measures towards a reorganisation of 
undergraduate and post graduate education so as to ensure both responsibility and accountability. 


TWENTY-FIVE ytan ago, the Education 
Commission of India began its report by 
saying “The destiny of India is now being 
shaped in her class-rooms” This was a time 
when 70 per cent of India’s population was 
illiterate and two-thirds of the population 
in the working age-group of IS to 44 were 
illiterate. Nearly 65 per cent of (he children 
in the relevant age-group were formally 
enrolled in lowei pnmary schools, about 2S 
per cent in the ‘'•'•her primary schools and 
about 13 per cent ii. .ne secondary schools. 
Higher Vocational institutions, namely, 
intermediate, diploma and degree colleges 
as well as uruversities were a little over 4,000 
in number, where nearly 20 lakh students 
were enrolled in a year. The commission 
noted that the salaries of teachers nm '"ly 
were low at all levels, but had not registered 
any increase in real terms since 19S0-3I. The 
content of education at every level was con¬ 
sidered much lower than what was desirable 
and there was widespread feeling that it was 
becoming poorer, particularly at the post- 
high school levels. This was the state of the 
'class-room' where the commission thought 
the destiny of India was being shaped. 

Tf.r commission made wide ranging 
recommendations on all aspects of the 
IndiiMi educational system. Following its 
rcc'-'Tiincndations and policies adopted by 
the union and state governments, there has 
been very considerable quantitative expan¬ 
sion in the 'class-room* facility and enrol¬ 
ment. The share of expenditure on educa¬ 
tion in the net national product has nearly 
doubled. Large sums of money are being 
spent on adult education. Nearly % per cent 
of children in the relevant age-group are 
enrolled in primary schools. The number of 
students enrolled in higher primary (or 
middle) schools and high schools, as percen¬ 
tages of (he population of children in the 
relevant age-groups have increased to 53 and 
25 respectively. The number of post¬ 
secondary level diploma and degree level 
colleges and universities has increased to 
more than 9,000. The number of students 
enrolled in them has increased 2.5 fold. The 
average salaries of post-secondary and 
university teachers, in real terms, increased 
at an average annual compound rate of 2.5 
per cent and 3.1 per cent between 1967 and 
1980-81. If data for the years of the 80s were 
available they would, I presume, reveal 
higher rates of growth at the college and 
university levels. India today boasts of 
possessing the fourth largest technical man¬ 
power in the world. At the higher technical 
level there appears to be a large exportable 
surplus: the bulk of the IIT graduates go 


abroad to work in the developed economies 
of the west. Many more graduates come out 
of our universities than can land a job within 
a year or two. 

The quantitative achievements, though 
short of the Education Commission’s 
estimated targets on many fronts, do not 
highlight serious lacunae and deterioration 
in the quality of the product. Vk have to wait 
for this year’s census to assess the impact 
of the adult education campaign of the last 
decade. But one thing should be clear: The 
emphasis in the campaign has been to im¬ 
part to the illiterate adult basic acquaintance 
with the three R’s particularly writing and 
reading. It should be common knowledge 
that it is much more difficult to teach an 
adult to write the script than to merely read 
it. The task will be not only very time con¬ 
suming, but at a reasonable interval of time 
one is likely to discover the new literate being 
able to do not mote than sign, with shaky 
hand, his or her name. The basic purpose 
of adult education is to make literature like 
'purana’, stories and newspaper accessible to 
him/her, as well as convey information 
about many things, like state policies and 
production methods, all of wMch depend 
upon the adult’s ability to read the printed 
word. But our endeavour is to do the ‘best’ 
by the illiterate adult, without realising that 
in such situations the ‘best’ may be the 
enemy of the 'good*. 

Universalisation of primary education is 
still unattained. What is more, the high 
percentage of enrolment of children in the 
appropriate age-group (95 per cent) hides a 
bleaker real situation. Many schools have no 
blackboard, only one teacher despite large 
number of students enrolled, not even a 
single room, no drinking water, etc. In tribal 
areas in particular, many primary schools 
exist only tn name; the teacher draws not 
only a monthly salary but also the quantum 
of CARE food for the school children 
without visiting the school even for one day 
in the year. The drop-out rate from tiK 
primary school is of the order of SO per cent 

The number of schools, teachers and 
pupils at the middle and secondary levels has 
grown at an even faster rate—at 4 to 6 per 
cent a year. But the goal of universal educa¬ 
tion to children up to the age of 14 is still 
a far cry, with alinost half the children in 
the age-group 12-14 not even being enrolled 
in the middle schools. The drop-out rate is 
more thui 63 per cent. 

The quality of teaching and learning at 
the high school level has come down. At the 
higher secondary level the goal of diver¬ 
sification of education with a view to direc- 


tingalaigerbodyofstudcntttovariouspRK 
fessional or applied fieldt has not suooeeiM. 

It is higher education that has icgimnd 
the highest growth during the last quaittr 
century. The number of pupils grew at 7 per 
cent a year and the number of coUeget at 
6 per cent a year. The teachers’ avenge real 
remuneration grew at more than 3 per cent 
a year. The share of higher education in the 
total governmental eqxnditure on tducarion 
has increased by 15 per cent. But these is 
great dissatisfaction with the quality of 
higher education provided in the country. 1, 
therefore, propose to examine the state of 
higher education in the country and plead 
for certain lines of reform. 

Writing in 1966 the Education Cominis- 
sion observed, “There is general feeling in 
India that the situation in higher educatioa 
is unsatisfactory and even alarming in some 
ways, that the average standards have been 
falling and that rapid eepansion has resuhad 
in lowering quality. The examination results, 
the reports of Public Service Commissioas, 
the views of employers and the assessment 
of teachers themselves, the results of icaeaidi 
done—all seem to support this conclu¬ 
sion ... Many of our ^ucationists and 
public men, however, have not fully realised 
how serious are the actual conditions, 
academic and physical, that obuin in the 
colleges and universities. Etcn thoae who are 
broadly aware of the situation, fail to notice 
its poignancy because they have become used 
to such conditions” 

The commission, therefore, went on to 
describe the conditions briefly. ‘'The easting 
situation in higher edcuation during the 
academic year broadly alterruites b et w ee n 
slackness and strain—slackness during 
the session and strain at the time of 
eiamination. In many of the weaker colleges 
and universities a majority of teachers teach 
mechanically and listlessly. The subjects in 
which they teach do not often involve their 
intellectual passion. They do rmt usually 
have a part in the formulaiioa of the syllabus 
which they are required to teach, nor do they 
make—with a few bright exceptions— 
experiments in methods of teaching. There 
is little enthusiasm for learning or discomy 
of new truths because research is not con¬ 
sidered an integral part of their duties and 
whatever research is done is usually of 
unconvincing quahty. In the absence of a 
research impregnated atmosphere, even the 
intellectually ambitious younger members of 
the staff are seen caught up in the general 
atmosphere of indifference or cynidam. A 
large proportion of teachers suffer from 
financial worries—particularly in coUeges 
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where grada are tow—and are often unable 
to buy books and journals. Even the physical 
ccMiditions of work discourage serious, un- 
distiarted study or inteUectual dialogue with 
their oottcagues... The hierarchical concen- 
tratioa of authority within the departments 
and colleges, the atmosphere of distrust 
b etwee n senior and junior teachers, the 
cynicism about administrative authorities, 
tte unseemly conflict about offices and posi¬ 
tions and the attitude of envy towards per¬ 
sons of superior attainment—all have con¬ 
tributed to the deadening of the spirit of 
intdlectual curiosity and adventur^’ 

“The situation with regard to the 
students”, the report said, “is no better. 
Many now come from comparatively or en¬ 
tirely uneducated homes and are ili-prepaicd 
at the secondary level to undertake genuine 
university work; they have little experience 
of independent study; their curiosity is un¬ 
questioned and lesuning for them is mainly 
a matter of mechanical memorisation. There 
it, as a rule, little discussion of intellectual 
matters with their teachers or fellow 
students; their main duty is considered to be 
to attend uninteresting lectures usually given 
in a language which they understand inade¬ 
quately. When the medium is an Indian 
language, there is dearth of suitable 
teitbooks and supplementary literature 
necessary to achieve competence in their sub¬ 
ject. Many of them cannot be expected to 
read textbooks in English because it has not 
become for them the language of the library. 
The capacities of the better students are not 
fully stretched by curricular ofTerings, or the 
stimulus which inspiring teachers could pro¬ 
vide!* After describing the then prevailing 
state of higher education in India in such 
depressing terms, the commission wrote, 
“This may appear tui exaggerated picture. 
But it is not!’ 

The commission recommended a number 
of steps to improve the situation. In the first 
place, it advocated the setting up of five or 
six ‘major’ universities, which will not only 
hoBcentrate the scarce human resources’ in 
the oounriry in the tfifferent departments, but 
also attract the best students from all over 
the lou iftt. who after passing out, will 
gndi sal's M.«u, ilic other university and col- 
|e«e,4..'.t't. .'"iv About 50 centres of ad¬ 

vance^' jiudy should be opened in other 
setoCt universities ‘partly as a preparation 
and partly as a consequence of these major 
universities’. The departments in other 
universities should be gradually selectively 
strengthened so that after some years they 
too will come to the level of the advanced 
centres. 

The affiliated colleges should be graded 
on the basis of a set of criteria like number 
and quality of staff and students, research 
output, library and laboratory facilities, 
performance of graduates of the college in 
national scholarship examinations, innova¬ 
tions in teaching procedures and examina¬ 
tion results. Persistence of colleges, placed 
in higher ranks, in their performance over 
years should attract advantages like salary 


bonuses, extra resources for libraries and 
laboratories, etc. Finally, under every univer¬ 
sity, certain outstanding colleges (or a cluster 
of good colleges) with ability to improve 
themselves markedly should be granted 
‘autonomous’ status, involving powers to 
frame their own courses of study, rules 
of admission and conduct their own 
examinations. 

The commission advocated greater flex¬ 
ibility in the framing of courses and their 
choice by students. Indeed, it did not favour 
rigidly defined courses at the post-graduate 
level, but desired that it should be left to the 
teachers to design their own courses and 
teach them. It wished to discourage single 
year-end examination, and advocated con¬ 
tinuous assessment during the working ses¬ 
sions, through frequent tests, tutorial work, 
discussion groups and seminars, etc. It 
advocated internal as.sessmcnt of the student 
by his teacher, and a parallel external 
assessment. 

While the commission recognised the 
necessity of use of the regional language as 
the medium of instruction at the under¬ 
graduate level, it visualised the use of 
English at the post-graduate level for many 
more years. In any event, it advocated 
adequate competence of students in colleges 
and universities in English as a ‘library 
language*. For this purpose, it proposed 
special training in English language to 
students at the college level to help them 
overcome any handicaps arising out of their 
differing school backgrounds 

And, finally, the commission advocated 
increased salaries to teachers in colleges and 
universities, in order to attract able rieople 
and give them financial strength to pursue 
their academic interests. 

During the last quarter century since the 
commission reported to the government, 
many of its recommendations have been 
tried out. The scheme for the major univer¬ 
sities was not put to practice, though most 
other recommendations were carried out 
The college and university teachers' salaries 
have registered a steady, and by Indian stan¬ 
dards a fairly high rate of growth. 

But in all matters relating to the quality 
of higher education, there has been little 
change in the situation, if anything, for the 
worse. The union government’s document on 
the state of education in India in 1986 
described the situation in higher education 
in terms similar to those used by the com¬ 
mission 20 years before 

The two years of higher secondary educa¬ 
tion that were to be integrated with the 
secondary school system are still with the 
colleges in many states, where the preferred 
nomenclature for them is junior college. It 
was expected that the bulk of the pupils in 
the higher secondary stage would be directed 
and helped into various types of professional 
education and training. In fact, the bulk of 
them get into general education courses, 
largely in social sciences and humanities. 
Even in these as well as in science courses, 
the content is often ill-conceived, trying to 


capsule into a short ftame what a studost 
is normally expected to lean in the under¬ 
graduate class. No wonder, there is neither 
provision for good grounding nor direction 
in such teaching. 

The three years of undergraduate class are 
the weakest links in the chain of higher' 
education in India. Most universities are af¬ 
filiating universities, with more than KX) col¬ 
leges, often more than 200 colleges under 
them. The courses of study in any subject 
are common to all ocdleges under Uk univer¬ 
sity. These courses are prepared by a board 
of studies consisting of about one and half 
dozen members, most of whom are elected 
from amongst the teachers of the subject in 
the affiliated colleges. The Education Com¬ 
mission had moaned the lot of the teachers 
who have no hand in the framing of the 
courses of study they were to teach in the 
class. Thanks to the very large numbers of 
colleges, and teachers in the subject, there 
IS not a ghost of a chance that most teachers 
will, in the existing structure, ever be 
associated in the drafting of the courses of 
study. The boards of study generally tend 
to play safe in the matter by narrowing the 
required contents of the course as far as 
possible, lest their constituents find it dif¬ 
ficult to teach in the class (though the excuse 
is always in terms of the ‘ability of the 
students to understand and learn it'). 

Brevity is the distinguishing mark in the 
draft of a course of studies. It naturally 
leaves scope for different interpretations 
about the intended coverage of the subject. 
Therefore; the safest tendency is to minimise 
the coverage, which is universally appredaled. 

The course of study are accompanied by 
a list of required and recommended books 
for .study. But, by common consent, a single 
textbook, often prepared by a teacher keep¬ 
ing the syllabus in view, is the real effective 
reading matter. Some senior teachers, with 
experience in drafting syllabi, teaching, and 
conducting examinations, will assure you 
that the university’s recommended list of 
books IS essentially a matter of window- 
dressing. Where teaching and examination 
are carried out in the medium of the legioaal 
language, there are usually one or two 
textbooks, which often appear to serve the 
purpose of the student for all the five years 
of undergraduate and post-graduate classes 
Often teachers resort to dictating notes. 
Most students prefer that since the questions 
in the examination are such as can be con¬ 
veniently answered with the help of these 
notes. There are many guide books piddiah- 
ed and available which help the student 
precisely in this task. Good lextbooki, which 
help the student in self-learning and con¬ 
tinuous self-assessment of his understanding 
are pushed out of the market. A sort of 
Gresham’s Law operates in the textbook 
market. 

This happens mainly because the ques¬ 
tions set in the final examination have 
become the de facto syllabus in the subject. 
The tradition of looking into the past ques¬ 
tion papers in order to prepare for the ex- 
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amination in a subject continues, for it is 
the student's experience that ii pays 
dividends. In many subjects, the past five to 
six years’ question papers will reveal no more 
than three dozen questions in all, which 
makes it possible and convenient for guide 
book writers to prepare capsuled answers to 
them. And, saddest of all, many teachers 
take their cue from such guide books while 
assessing the answers in the examination. It 
is not uncommon to come across instances 
where students taught by a competent and 
sincere teacher fare poorly in the examina¬ 
tion for giving the right answers, since the 
examiner is guided by the wrong answers in 
the guide books. 

Rillowing the recommendations of the 
Education Commission, the UGC tried to 
persuade universities to have weekly tests 
and assessments by the teacher during the 
term in addition to the Final term and 
oiamination. The internal assessment was to 
receive due weightage in the Final marks or 
grade of the student. Secondly, the UCiC ad¬ 
vocated preparation of question banks on 
every course, from which at least half the 
questions in the Final examination are to be 
drawn. Some universities failed to implement 
these suggested measures Of the others who 
did, most have in effect given them up. 

The idea of a question bank was pnmanly 
as an aid to students in their study. As they 
learn they can and should on a regular and 
continuing basis try to answer the relevant 
questions in the question bank to ensure that 
they have learnt the matter correctly. If ques¬ 
tions, not only in the regular internal tests 
but in the Final examination, come from 
such question banks, that would only ensure 
the student's thorough preparation in the 
subject. Indeed, if the questions in the bank 
were properly prepared, covering all aspects 
of the subject and testing not only correct 
knowledge but also problem solving ability, 
and these were being revised periodically, the 
task of setting question paper in the 
examination would have been easier. These 
could have been drawn at random from the 
question bank, right at the time of the 
examination, making the whole problem of 
leakage of the question paper irrelevant. But, 
for the device of question bank to serve its 
purpose, each course should have had at 
least two to three hundred questions. The 
UOC, however, discovered that in most 
universities in most courses the questions in 
the bank were only about 30 or 40 at the 
most. No wonder, the experiment failed; 
these banks made the task of preparing 
answer banks to these limited questions by 
the guide writers easy. 

The internal assessment by the teacher 
also did not appear to work. The teachers 
played ‘safe* in grading their students. Their 
teaching burden was often heavy, resulting 
in neglect of written tests. Setting mean¬ 
ingful test papers and assignments was not 
always easy; where detailed question banks 
were available, teachers often hesitated using 
them since they themselves were uncertain 
about the answers. A more conscientious 
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teacher or department, under such circum¬ 
stances, felt isolated and discouraged. Final¬ 
ly, there was the pressure from students and 
the managements for fairly high marks or 
grade in the internal assessment to enable 
a student to at lea.st gel through in the overall 
assessment The Education Commission had 
suggested correlation of the internal and 
external assessments for every course in every 
college, in order to facilitate classiFication 
of colleges Though the classification of col 
leges never look place, the correlation 
analysis allenipled in some universilies 
.showed that while in a few teaching depart¬ 
ments or sub)ecls handled by individual 
teachers the correlation was lairly high 
(perfetl correlation should not be expected), 
in regard toTnost colleges not only were the 
internal marks or grades at a much higher 
level than the external examination marks, 
but also the correlation among them was 
poor, the relative marks or grades differing 
erratically. The basic reason for this was the 
tendency of the teacher to play safe. 

The external examination is being held in 
the traditional style A few out of a few 
hundred college teachers in the subject arc 
appointed to set the question paper and a 
larger number to assess the answer books. 
Here again, the question setter plays safe, 
since no one is sure how a subject is in point 
of fact handled in every college. Therefore, 
there is great unwillingness to leave the 
beaten track, i e, the conventional questions. 
And the assessor sees to it that the marks 
range between a little lower than minimum 
pass mark and a little higher than the first 
class mark, except whcie the student has fail¬ 
ed to answer the required number of ques¬ 
tions. Thi questions, except in mathematical 
subjects, are such that it would be difficult 
to give a zero or very high or full marks to 
an answer. In any case, if most marks arc 
within the range of passing marks, there is 
the least fear of complaint from the students. 

Thus, the total system of setting the 
syllabus, teaching, drawing question papers 
and examining answer scripts is impersonal 
wh^re It IS not possible to Fix responsibility 
a: any stage For everything the only respon¬ 
sible body IS the university. This is a situa¬ 
tion that appears to suit most teachers and 
colleges. In one university it was proposed 
by the vice-chancellor that since internal 
assessment had as high a weightage as 40 per 
cent in the Final marks or grade of the 
students the degree certificates should carry 
the name of the college where the student 
studied in bold letters along with the name 
of the university so that the teaching institu¬ 
tion could be identified and credited. The 
proposal was almost universally opposed by 
the college principals and teachers. There is 
a strong reluctance, pos.sibly fear, to be 
identified or to acknowledge responsibility 
formally and publicly. 

This also appean to be one of the reasons 
for the slow progress of the scheme of 
recognitiion of autonomous colleges under 
the univenities. Certain stole governments 
have been reluctant to accept the idea under 
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the feeling that this promotes elitism in the 
field of higher education. This opposition 
to any form of elitism is strange; for higher 
education in itself is elitist. Higher educa¬ 
tion, unlike primary or even secondary, can¬ 
not be a matter of fundamental right of 
everybody; selectivity is ingrained in it. But 
the opposition of the teaching community 
to the idea of autonomous colleges is 
another reason for its slow progress. The 
reason is similar to that for the opposition 
to the identification of the name of the col¬ 
lege in the degree certificate of the student. 

The present state of undergraduate educa¬ 
tion in the country is thus pathetic The en¬ 
tire structure is such that what it seeks is at 
best the highest common factor. The more 
able, serious and innovative teacher or 
department or college is smothered in such 
a system, and fails to make its impact. The 
more sensitive undergraduates have been 
heard to remark to their friends: These thrse 
years in the college have been ntter wasted. 
The Science Advisory Council to the prime 
minister has stated that ‘The universities turn 
out a large number of graduates many of 
whom end up by being unemployed or 
underemployed, being perhaps even un¬ 
employables!’ The universities, contrary to 
the expectations of the Education Commis¬ 
sion, have failed to improve standards but 
if anything, have themselves been dragged 
down. 

It IS high time we realised that changing 
vice-chancellors or giving higher salaries all 
round cannot improve the situation. The 
enormous change in quantity has made a 
change in quality that simply cannot be 
prevented in the existing system. The perfor¬ 
mance and possibilities of colleges when the 
universities had hardly a dozen of these af- 
Filiated, simply cannot be ensured, much less 
improved upon in the situation of massive 
numbers. Even lord Jagannath as vice- 
chancellor cannot improve the situation. 

The entire stniaurc of higher education 
calls for a change. It must begin with put¬ 
ting the responsibility squarely where it 
belongs, namely, the college and its teachers. 
What is required is not selective autonomy, 
but universal and compulsory autonomy. 
Every afFiliated college should be auto¬ 
nomous in its academic work: the college, 

I e, its departments should pteptue the 
courses of study to be offered to the students 
in the undergraduate classes, do the teaching 
and design and arrange for the assessment 
of the students. No common courses or 
syllabi and no common examination should 
be prescribed or imposed by the university. 
Each college should have its own method of 
selecting pupils for admission, as long as it 
is on merit, decided by any spccia] examina¬ 
tion and interview besides the total 
background of the student. Indeed, the en¬ 
trance test should be at least as stiff as the 
exit test, in order that only students with the 
necessary background and competence to 
benefit from the types of courses oncted by 
the college arc admitted, thereby minimis¬ 
ing the frustrations due to failures. 
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The rale of the university ihall be to award 
degrees to the successful candidates from 
these autonomous colleges in a common 
convocation, with the degre certificate car¬ 
rying the name of the autonomous college 
prominently on it. Besides, the university 
shall have two other roles with regard to the 
autonomous colleges: provide for a board 
of studies, and assess the college teachers 
and teaching departments periodically. The 
board of studies on each subject set up by 
the university should be essentially a con¬ 
sultative or advisory body to the affiliated 
college, where the proposed courses can be 
discussed and suggestions made. Ultimate¬ 
ly the final decision must lie with the college. 

The university, instead of assessing the 
students, should assess the teachers in the 
afniiated colleges periodically, once in say 
four, five or six years. Naturally, the assess¬ 
ment shall be subjectwise, of the individual 
teachers as well as the department as a 
whole. This will cover all aspects of the 
teachers’ and the departments’ vrork: design 
of course, the method of teaching, of assess¬ 
ment, including examination of past ex¬ 
amination papers. The students’ anonymous 
assessment of each teacher every year should 
also form a part of the university’s assess¬ 
ment. The assessing committee of the 
university should be free to make suggestions 
for improvement, if any. Where severe stric¬ 
tures are passed, there should be an early 
review to see if improvements have taken 
place. Failure of the college or a particular 
department or a teacher to improve should 
result in the withdrawal of affiliation of the 
particular college or department or recogni¬ 
tion of the individual teacher by the univer¬ 
sity. Except for these three aspects, every af¬ 
filiated institution shall be completely 
autonomous. 

Autonomy to the colleges would im¬ 
mediately raise the spectre of unequal stan¬ 
dards, reckless grading or grading under stu¬ 
dent or local pressure and therefore utter 
mess in the field of higher education. It is 
very likely that soon after the conversion of 
all affiliated colleges, small and big, rural 
or urban, into autonomous colleges, the 
situation will take what appears as an ugly 
turn. After all, there is the experience with 
the internal assessment in the colleges to 
guide us about the result of complete 
autonomy. But this need not worry us 
unduly. Every one recognises that today a 
BA. BSc or BCom degree of an university, 
even in the same class or grade, does not 
mean the same with all successful can¬ 
didates. With autonomy, this hidden dif¬ 
ference will tend to bixome open. The 
market for graduates will almost immediate¬ 
ly recogniK the great diversity in the same 
degree, it would, therefore, begin to 
check and choose. Indeed, at present there 
are few jobs for which the recruiting 
organisations select candidates on the basis 
of their university degree or marks; they con¬ 
duct special tests to select employees. Even 
the job of a college teacher which until the 
other day was one of the few that did not 


require such test, will now no longer be such, 
thanks to the UGC’s decision to prepare an 
approved panel of candidates, countrywide, 
for such posts on the basis of a written test. 
The university degree provides such 
recruiting organisations only with a basis for 
a first round of eliminations. With college 
autonomy, these organisations will also 
learn, sooner than later, where to draw the 
line for products of different colleges. The 
post-graduate teaching institutions shall have 
to conduct their own admission tests, instead 
of depending on the university (i e, auto¬ 
nomous college) grades. 

Surely, the levels of degrees from different 
colleges in different subjects will not be the 
same. But even in the bmt of times there is 
no reason why they should be. Different col¬ 
leges may design their recruitment, courses 
and assessment to suit different requirements 
in the society. This is precisely what is ab¬ 
sent in the present day college situation. 
Students with different interests and abilities 
will tend to gravitate to different colleges ap¬ 
parently catering to their needs. The UGC 
had persuaded some universities to permit 
interested colleges to design special courses 
from a wide field for interested students, in 
conducting which the colleges were to be 
completely autonomous. But these were sup¬ 
plementary to a set of standard university 
prescribed courses. Therefore, design of 
teaching, workload of students and teachers, 
and assessment could not be properly done 
The colleges need complete freedom to ex¬ 
periment with such teaching programmes. 
As time passes autonomous colleges will 
learn to take up the challenge 
Nothing should prevent any group of 
autonomous colleges from getting together 
on a voluntary basis to prepare common 
courses of study or hold common examina¬ 
tion. Indeed, in the beginning many colleges 
may tend to do this. But gradually the more 
enterprising and innovative ones will for¬ 
mulate their own schemes. An important 
merit of the autonomy scheme is to enable 
those colleges, subject departments and even 
teachers, who feel smothered and even sup¬ 
pressed in the present scheme of things, to 
come out and stake their reputation in the 
academic field. Gradually others will follow 
Before turning to the question of finance, 
It IS necessary to discuss briefly the question 
of medium of higher education. The Educa¬ 
tion Commission, while recognising the ap¬ 
propriateness of the mother tongue as the 
medium of instruction, had emphasised the 
importance of English as the library 
language in higher education. This has fallen 
by the roadside. That many students coming 
to colleges and universities cannot write cor¬ 
rectly in English or speak it need not be a 
matter of concern. But what should be a 
matter of serious concern is their inability 
to freely read relevant literature in English 
and understand lectures or discussion in it. 
The slogan ‘Angrezi hatao’ has been taken 
to mean refusal to read anything written in 
that language unless it is translated into the 
mother tongue. It has cost higher education 


in India heavy. Any one admitted to a col¬ 
iege or any institution of higher learning 
must be able to freely read and understand 
literature on the subject in English. Indeed, 
this should be a necessary requirement for 
admission. This should not be taken to mean 
that every student passing out of the high 
school should have studied English as a 
language. In fact, there is no justification 
in insisting on making English a compulsory 
subject for the secondary school certificate. 
English can remain as an optional subject. 
Those who might have passed secondary 
school examination without English, should 
have the facility to learn the language in 
special classes to qualify for admission to 
the college. The level of competence in 
English should be such that after admission 
to the college the student should not find 
reading books or articles in English difficult, 
and, therefore, avoid it. 

Complete autonomy to collies raises the 
question of financing of college education. 
Ibday except for the fees paid by the students 
and a small amount of endowment fund and 
other sources of receipts of the colleges, the 
overwhelming proportion of the current ex¬ 
penditure is met by the state and central 
governments and local authorities. There is 
no reason why all these institutions, irrespec¬ 
tive of their strength and quality should be 
supported from public funds. This of course 
does not mean that the state should provide 
no funds for higher education. Indeed, the 
better way for providing funds for higher 
education is to make widespread provision 
for scholarships and loans to students ad¬ 
mitted to different educational institutions. 
The institutions should charge full fees and 
the student can choose the institution of his 
preference. But, in the first place, such sharp 
and sudden change can create great disloca¬ 
tion and confusion. Moreover, the govern¬ 
ment may like to keep an eye on the way the 
institutions are likely to raise and use their 
resources. For this purpose, it is advan¬ 
tageous if the government meets a piart of 
the costs 

Therefore, to start with, the government 
should freeze its total moncury grant to the 
colleges with further stipulation that no 
more than half the grant can be used for the 
salary of teachers, about 25 per cent for 
library and laboratory purehascs, and the re¬ 
maining for other expenses. The state should 
also notify the colleges that over the next 10 
years the real value of the total state grant 
shall be steadily reduced to a level where the 
average salary payable to a teacher from the 
state funds shall be equal to the median 
salary of a secondary teacher. The colleges, 
in turn, shall be permitted to charge differen¬ 
tial fees for different subjects, a part of 
which (say, about half) can be used to pay 
salary (supplementary) to the teachers, and 
the rest for library, laboratory and other pur¬ 
poses in fixed proportions. Most important 
of all, the teachers’ salaries shall be variable 
and negotiable. Since tuition fees can vary 
subjectwise, the subject department can ad¬ 
vise the college about the appropriate fee. 


538 


Economic and 1*0111X31 Weekly March 7-14, 1992 



and the suppiemenUry salary.of the teachers 
in a department shall be apportioned on the 
basis of number of periods engaged and 
number of students taught. 

No teacher should be given a tenure (i e, 
permanent) appointment unless he has put 
in at least seven years as a teacher. Review¬ 
ing the work of a teacher is not easy at the 
end of a year or two, which is the present 
probation period. At least one review by the 
University Committee of the teacher’s work 
and the time given to improve performance 
must elapse before confirmation in service 
Of course, a college should be free to ter¬ 
minate the service of a confirmed teacher 
if the whole college or the entire department 
has to be closed. 

Since the colleges will be free to charge 
fees of their choice and will be academical¬ 
ly autonomous, the students will have 
freedom to choose a college of their 
perference, subject of course to their satis¬ 
fying the admission requirements. The state 
must come forward to meet the increasing 
cost of education for the iiudeni by setting 
aside funds for scholarships and loans to 
.students for the purpose. The loans should 
be repayable over fairly long periods after 
completion of the degree. It is through this 
mechanism of scholarships and loans that 
the state can al.so promote its policies in 
regard to manpower requirements in various 
hnes. and help to students from socially and 
economically handicapped families The 
state can fix the proportion of total funds 
to be paid and the number of students in 
the latter category to be helped, from time 
to time. 

Such an altered approach to the orgamsa- 
tion of higher education would result in 
greater variation in the quality of colleges, 
as well as in salaries of teachers and fees of 
students. It does not necessarily follow that 
the number of students seeking admission 
would come down. It is possible that col¬ 
leges with very little strength will find it 
necessary to close down. But this will not 
happen before the management makes a 
determined effort to expand the strength. If 
the government puts a limit every year to the 
number of students to be provided with 
loans and scholarships, m view of the 
estimated manpower requirements, some 
students may be forced to fall back entirely 
on their own resources, or go without ad¬ 
mission to a college. But this need not pre¬ 
vent them entirely from higher education. 
The Open University system, introduced in 
India some years ago, provides opportuni¬ 
ty for students seeking higher educational 
qualification at an easier pace and lesser 
cost. Indeed, some colleges and college 
teachers might Find it financially mote 
lewarding to convert themselves into private 
tutorial colleges and teachers preparing 
students for the Open University degree. 
Many sections of our society have been 
traditionally kept out of any education. In 
the new social environment, they are deman¬ 
ding and will continue to demand access to 
all fields of educaUon. it will be weUnigh 


impossible to restrict or control this. While 
the abler amongst these will get scholarships 
and loans to seek admissions to full-time 
higher educational institutions, with at least 
a minimum quota fixed for them, the rest 
shall not be denied the facility of higher 
education due to the facility of the Open 
University. 

The type of reorganisation of under¬ 
graduate college education discussed above 
should also apply to post-graduate educa¬ 
tion in the universities as well as in various 
institutions teaching and training students 
in professions like medicine, engineering, 
architecture, etc The post-graduate depart¬ 
ments of universities should have complete 
academic autonomy. The fees can be dif¬ 
ferent for different departments. Salaries of 
teachers, provided partly from state grants 
and partly from fees, will be negotiable to 
start with and thereafter would depend on 
the workload of the teacher measured in 
terms of number of classes taken and 
number of students taught. Funds for 
research have to be claimed by individual 
teacher on the basis of specific research pro¬ 
jects submitted to different public and 
private agencies with funds for the purpose. 
The research funds thus provided can in¬ 
clude remuneration to researcher on mutual¬ 
ly agreed terms. The total emolument of a 
teacher-researcher will thus come from three 
sources, depending upon his time allocation 
as well as the quality of his output. 

Such a reorganised system of higher 
education would fix responsibility and pro¬ 


vide aocounubility; these arc conspiciious 
by their absence in the picsent situarion. It 
would provide inccsitives to different institu¬ 
tions to try to become institutionB of a- 
cellence in their chosen fidds, while the pre¬ 
sent system smothers all initiative in die 
direction. The institutions can cater to a 
wide variety of needs, when at present an 
undifferentiated mass product not tailored 
to any particular need is causing frustratioa 
all round. And, both teachers and studenta, 
required to earn their salaries, and bear the 
costs of education, would be more careful 
and diligent. No one realises the value of 
anything that is given free (or near free). At 
primary school level, or even at a stretch at 
the high school level, the pupil is too young 
to appreciate its worth. So the society mull 
provide it free or near free, recognising its 
worth in making the pupil’s later life hap', 
pier and his activities more productive. That 
logic, however, does not apply to higher 
education, in which there can be no fine 
lunch. It is high time our material and 
human resources in higher education are 
used more productively. But that can hap¬ 
pen only when the direct benefidaiics are 
made to realise the cost of it. Indiscipline 
thrives in an atmosphere of irresponsibie and 
nearly cost-less education. A change in the 
structure should destroy its main base: It is 
time institutions of higher learning in India 
get down to their proper task as their name 
implies. 

[Bounder’s Day Address at the L M Mlshn 
Institute of BconoeBic Dewiopmanl and Sodgl 
Change, Rstna in Mmiary 19M.) 
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ONE MORE OPPORTUNITY 
UNDER SECTION 273 A 
FOR DECLARING 
UNDISCLOSED INCOME 

TO THOSE WHO HAVE 
ALREADY AVAILED OF THE 
FACILITY of waiver of penalty and 
Interest on unaccounted income 
(disclosed once in a life time under 
Section 273 A of the Income Tax 
Act), one more opportunity has 
been given to declare their 
unaccounted income. 

Similar facility also provided under 
Section 18 B of the Wealth Tax Act 
for declaring undisclosed wealth. 

These facilitiee are available only 
upto 31.3.92. 


SIMPLIFICATION OF 
PROCEDURE FOR DISPOSAL 
OF APPLICATION BEFORE 
SETTLEMENT COMMISSION 

The Commissioner of Income Tax’s 
right to raise objection against any 
application filed before the 
Settlement Commission has been 
withdrawn (Section 245 D) 

The Settlement Commission will 
proceed with the application if the 
Commissioner of Income Tax’s 
report on the case Is not 
furnished within a period of 120 
days (Section 245 D) 

Similar facilities have been 
provided under Section 22D of the 
Wealth Tax Act. 


Avoid penalties & prosecution 
BE A PROUD TAXPAYER 


income Tax Department 
Directorate of R.S.P. ft P.R. 
Mayur Bhavan, New Delhi. 
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Of Garbage, Modernity and the Citizen’s Gaze 

Diprtth Chakrabarty 

In the language of modernity and civic consciousney, the Indian indifference to notions of ‘private’ and ‘public’ 
in their use of open space contrasted with the immaculate ‘order’ of the European quarters. This paper aims to 
contest and critique modernist readings of the me of open .spaces in India by opposing to these readings certain 
structu al speculations based on a preliminary e.xaminaiion of some relevant hisioriLal and anthropological material. 


I 

UNTIL Rushdie and his lot lowers arrived 
on ihe scene and made the intellectual fer¬ 
ment of modern India more visible to the 
outsider, India remained, in the dominant 
grids of western perceptions, a place of ‘heat 
and dust’ where the Luropeans had once 
founded a respleiideni raj To ‘heat and dust' 
was often ad(b.d anothci familiar list; of 
crowds, din and ais,.ases Continuous with 
all this was a conception of an 'Indian' 
nature that highlighted the Indian's capacity 
lo remain ‘blind’ to the unwholesome 
aspects of ihcir public places. A very recent 
example of this perennial theme in discus¬ 
sions ol what Indians might do in , 

IS the way V S Naipaul begins his India. A 
Million Mutinies Now True, this book 
represents Naipaul's second thoughts on 
India and dues capture some ol the 
movements that India causes in the souls of 
her people Nevertheless, Naipaul's 
travelogue begins by offering the reader a 
path that has been beaten into lamilianiy 
now lor n- least a century and a half: 

Pi ir.iiav is a crowd Traffic into the city 
r osed slowly bccdtiscol theerciwd With 
nil. in ihe lasi, were fiiines and heal and din 
flu shops, even when small, even when 
dingy, had big, bright signboards Often, 
111 irunt ut these shops, and below those 
signboards, was just dirt, from time lo time 
depressed-looking, dark people could he seen 
sitting down on this dm and eating, indif¬ 
ferent to everything bul their fix>d ' 
it would be unfair, however, to think of 
this perception as simply 'western'. What it 
speaks is the language of mcxiernity, of civic 
consciousnes and public health, of even cer¬ 
tain ideas ol beauty related to the manage¬ 
ment of public space and interests, an order 
of aesthetics Irom which the ideals of public 
health and hygiene cannot be separated.^ It 
IS the language of modern governments, 
both colonial and post-colonial, and for that 
reason it is the language not only of im¬ 
perialist officials bul of modernist 'na¬ 
tionalist as well. Lord Wellesley’s street 
policy for Calcutta minuted in 1803 em¬ 
bodies this connection between order, public 
health and a particular aesthetics of the 
citvseape. He wrote; 
in those quarters of the town occupied prin¬ 
cipally by the native inhabitants, the houses 
have been built without order or regularity, 
and the streets and lanes have been formed 
without attention to the health, convenience 
or safety of the inhabitants. . The ap¬ 
pearance and beauty of the town are in¬ 
separably connected with Ihe health, safety 


and convenience uf the inhabitants, and every 
improvement will tend lo ameliorate the 
climate and to piomotc and secure a just 
and salutary system of police ’ 

These sentiments were echoed in 
huropean writings on India throughout the 
19th century M A Sherring’s 1868 descrip¬ 
tion of Banaras in terms of its ‘foul wells 
and tanks’ with their 'deadly' water breeding 
cholera and lever, the ‘loathsome and dis¬ 
gusting state’ of IIS temples where offerings 
decomposed rapidly from ‘the intense heal 
of the sun’, the ‘stagnant cesspools, ac¬ 
cumulated refuse and dead bodies uf 
animals’ crowding its ‘narrow streets’, can 
now be read not simply as realist prose bul 
also as evidence of a particular way of 
seeing ■* 

While this way of seeing is no longer ex¬ 
clusively European, its main bearers in 19th 
century India were no doubt the Europeans 
themselves whose modernist categoiies of 
■public’ and ‘private’ were constantly 
challenged by the ways Indians used open 
space The street presented, as it were, a total 
confusion of the ‘private’ and the ‘public’ 
in Ihe many different uses to which it was 
pul I'eople washed, changed, slept and even 
urinated and defecated out in the open As 
a tiaveller to India put it in the 19th century: 
As lo any delicacy about taking his sicsia. 
or indeed doing anything in public, nothing 
IS farther from the Hindoo mind, and it is 
a perpetual souric of wonder and amuse- 
mcni lo see the unembarrassed ease with 
which employments of a personal nature arc 
earned on in Ihe most crowded streets.' 

The scene of the bazaar added yet another 
side to this perception of the ‘Indian’ 
character: everpre.senl dirt ^and disorder. 
‘Kilthy drains’, ‘disgusting’ sellers (‘corpulent 
to the last degree’), crowded and noisy lanes, 
tseople, birds, ‘goats, dogs and fowls’, all 
worked together to produce the effect of a 
nightmare: ‘the whole seems at first more 
like some strange phantasmagoria, the 
imagery of a hideous magic lantern or a 
bewildered dream, than like a sober, waking 
reality’.^ To this Indian ‘chaos’ was oppos¬ 
ed the immaculate ‘order’ of the European 
quarters where ‘pleasant squares’, 'white 
buildings with their pillared verandas’ and 
‘graceful foliage’ lent, to European eyes, a 
‘fairy-like loveliness’ to 'the whole scene’.’ 

If these pictures seem tainted by orien¬ 
talism, let us remember that they are by no 
means outdated. We only need to recall the 
time when Naipaul still wrote—out of his 
own (historic) wounds, he explains in the 
latest book—in a tone that made many see 


him as a brown Englishman; 

Indians dcfcialc cveiywhere They defecate, 
iiiosily beside the railway tracks But they 
also defecate isn Ihe hills; they defecate on 
ihc rivet hank s; they defecate on the streets: 
they nevet look for cover Indians defecate 
escrywhere." 

1hcsc accusations have hurl nationalists 
no less than the sights themselves Gandhi 
himself once commented acidly on the 
‘naiional character’ that expressed itself on 
Indian streets ‘Everybody is selfish’, he said, 

■ but we seem lo more selfish than 
others 

We do not hesitate lo throw refutic out of our 
courtyard on to Ihe street; standing on the 
balcony, we i hrow out refuse or spit, without 
pausing to consider whether we are not in¬ 
conveniencing Ihe passer-by In cities, we 
keep the tap ojyen, and thinking that it is not 
out water that flows away, we allow it lo run 
waste Where so much selfishness exists, 
how can one expect self-sacrificc?‘‘ 

Nirad Chaudhuri’s autobiography presents 
the problem, in sarcasm mixed with irony, 
as a cultural puzzle. In sharp contrast to the 
‘extremely tidy’ interiors of Bengali 
households—the mistress or mistresses newer 
permuted the slightest displacement of any 
object from its place—remained their habit 
of rubbishing the outside. Somewhat 
oblivious of the classist and sexist biases of 
his statement, Chaudhuri describes this 
phenomenon as ‘the most complete [case of] 
non-cooperation between the domestic ser¬ 
vants and the municipal sweepers’: 

The streets were regularly watered, swept and 
even scrubbed Bul while the street-cleaning 
ended by about six o’clock m the morning 
and three in the afternoon, the kilchcn-maids 
would begin to deposit the off-scouring ex¬ 
actly al quarter past six and quarter past 
three Nothing seemed capable of making 
either party modify its hours. So little piles 
of waste food, ashes, and vegetable scraps 
and peelings lay in individualistic autonomy 
near the kerb from one sweeping time to 
another 

Both Gandhi’s and Chaudhuri’s are na¬ 
tionalist comments deploring the absence of 
a citizen-culture on the part of the people 
They are also at the same time attempts 
(employing very different rhetorical devices) 
to inculcate in their hypothetical Indian 
reader a sense of civic life and ‘public in¬ 
terest’. Yet Indian history, as we all know, 
bears a constant testimony to a gap that per¬ 
sists well into the present day between the 
modernist desires inherent in imperialist/ 
nationalist projects of social reform—and 
I shall later argue Ihe complicity of social 
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sciences as well in this—and popular prac¬ 
tices. The complaint about popular ‘blind¬ 
ness’ in India towards ‘dirt and diseases’ has 
not lost any of its force (though it does not 
any longer circulate much as a slander on 
some eternally condemned ‘Indian’ 
character). Nita Kumar's sensitive ethno- 
sociology of the artisans of Banaras reports 
this ‘blindness’: 

These same gaits (lanesj are notorious among 
visitors for being dark, narrow, tortuous, 
filthy and even dangerous , . None of the 
Banarasis themselves ever described their 
galls as any of these things Queries 
about their rather “unsanitary conditions'' 
could elicit no response because these ideas 
seemingly fell outside Banarasis' conceptions 
of their city Most ignore the matter 
altogether, as they do most government of¬ 
ficers Men often told me that one aspect 
of the overall friendliness and convenience 
of the city was that they could urinate 
wherever they liked This, I realised after 
months of unwilling observation, was not an 
exaggeration " 

While Kumar is careful enough to distance 
her prose from that of the public-health in¬ 
spector by putting quotation marks around 
‘unsanitary conditions’ and while she 
reports, with good humour and perception, 
a mismatch between, say, the modernist view 
of the city the urbanism of the Banarasi, 
her description of the galis, of the suppos¬ 
ed incapacity of the Banarasi to respond to 
questions of sanitation and health, invests 
the moderntst complaint (about popular 
‘blindness’ to these questions) with a certain 
degree of objectivity. This is precisely the ob¬ 
jectivity of the outsider, winch is the only 
position from which a moderntst—it mat¬ 
ters little for our argument whether the par¬ 
ticular speaker is of white or brown skin- 
can speak on this subject As Thompson 
says of the passage frorn Naipaul quoted 
earlier: ‘Only the outsider can see that all 
of India IS the Indian’s latrine. It is all too 
easy as an outsider to spot the Indians’ con¬ 
spiracy of blindness’1 shall return later to 
this question of the relationship here bet¬ 
ween modern'sm and ethnosociology 
Mr -I. lb . iwrier is to contest and 
criti'iue -he* .' modernist readings of uses of 
open space in India, by opposing to these 
readings certain structuralist speculations 
based on a preliminary, and by no means e\ 
hauslivc, study of some of the relevant 
historical and anthropological material I am 
aware of the limitations of structuralist 
methods and also of those t hat arise from 
the somewhat ahistorical character of my 
argument. This paper is in the nature of a 
beginning with all the tentativeness that 
beginnings entail A deeper and more con¬ 
vincing analysis would no doubt need to 
locate the argument in a more historically 
grounded context. 

I should also clarify that a major aim of 
this exercise is meihodo-philosophical. It is 
to.show, through a critical reading of some 
aspects of Kumar’s otherwise excellent 
ethnosociology, that when it comes to ques¬ 
tions relating to ‘health’, that is to life rather 


than death, the pre-modern is afways already 
condemned in our social science, however 
sympathetic the stance of our ethnography. 
As social scientists, we align ourselves with 
those who want to build citi/en-cultures. The 
moral corfscquenccs of wanting to do other¬ 
wise, as some of Kumar’s most honest 
remarks betray, can be excruciatingly 
painful 

II 

Since I have allowed myself the speculative 
freedoms of a structuralist, 1 shall begin by 
taking a leaf out of Mary Douglas’ 
celebrated book on 'dirt’ and start with the 
proposition that the problem of ‘dirt’ poses 
in turn the problem of the 'outside' " lor 
whether we are talking about radioactive 
waste from the industrialised countries or 
of the ’waste’ of a household or village m 
India, the ‘dirt’ can only go to a place that 
IS designated as the ’outside’. It is this pro¬ 
blem of the 'outside' that I want to explore 
in this section of the paper. Ix;t us begin with 
the problem of household rubbish. 

The din that goes out of the house marks 
a boundary between the inside and the out¬ 
side. This boundary does not ,simply 
delineate a hygienic space where cleanliness 
IS practised. Housekeeping is also meant to 
express the auspicious qualities of the 
mistress of the household, her Lakshmi-like 
nature that protects the lineage into which 
she has married.'^ As 'outsiders’ who have 
to be received into the bosom of the 
patrilineal and patriarchal family, women 
are particularly subject to the rituals of 
auspiciousness For, the outside, in this con¬ 
ception, always carries 'substances’ that 
threaten one’s well-bemg. The ‘negative 
qualities and substances that may afflict per¬ 
sons, families, houses and villages’, as Gloria 
Goodwin Raheja has recently noted, are 
seldom ‘one’s own’, they achieve their ‘entry’ 
through lapses in the performance of 
auspicious actions. ’’All forms of m 
auspieiousness are said to originate in en¬ 
tities and events that arc ‘different* and ‘dis¬ 
tant’ from the person or other afflicted cn 
tity”, writes Raheja, “they are alien’’.'' 
Auspicious acts protect the habitat, the in¬ 
side, from undue exposure to the male¬ 
volence of the outside. They arc the cultural 
performance through which this everyday 
‘inside’ IS both produced and enclosed The 
everyday practice of classifying certain things 
as household rubbish marks the boundary 
of this enclosure. 

Nirad Chaudhun’s cultural puzzle thus 
contains themes that, 1 suggest, are quite 
pervasive in Indian popular culture. The 
figure of the outsider as the troublemaker 
was strongly conveyed by the Santal term 
‘diku’ so prominently used in their rebellion 
of 1855.'*’ In the Munda country, jealousy, 
which IS seen as corrosive of communal 
bonds, IS attributed to mtschievous out¬ 
siders.'’ Hatred of people conceived ot as 
‘outsiders’ is a universal feature of so-called 
ethnic conflicts in India and elsewhere.'" 
Correspondingly general is the practice of 


enclosing a place as a gesture of protection. 
The more enduring boundaries—such as the 
wall of a fort-city or a'mohalla’—of course 
also signify ownership and authority but 
that is not a point we pursue here.''’ The 
general connection, however, between the 
mohalla and the insider/outsider divisions 
ot identity is widely accepted in the 
literature.’" 

Our pre-modern ways of handling diseases 
are replete with these themes of the enclos¬ 
ed inside and the exposed outside I only give 
a few examples to make the point. 
Whitehead’s well-known study of the village 
gods of south India makes several connec¬ 
tions between ‘boundaries' and their ‘pro¬ 
tective power’. The boundary-stone of the 
village lands is very commonly regarded as 
a habitation of a local deity, and might be 
called a shrine or symbol with equal pioprie- 
ty’. writes Whitehead.’' The propitiation of 
the cholera goddess at Iralangur 
(Trichinopoly district) or of Peddamma, an 
epidemic goddess of the Tclugu rountry, in¬ 
volved, in both cases, symbolic enactments 
of the village boundary In the former case. 
It was the duty of a washerman, at the end 
of the propitiation ceremony, to place the 
offerings (to the deity) ‘at the point where 
his village bordcr|ed| on the adjoining 
sillage’' 

The deity is thus propiliated and carried 
beyond ihe Milage limits The villagers of me 
adjacent village in their turn carry the 
karuKum |ihc olferingsl lo Ihe border of ihc 
next village, and in this way the baleful in¬ 
fluence of Ihe goddess is transferred to a safe 
dislance 

The worship ol Peddamma m the Tclugu 
country also included activities that ritual¬ 
ly inscribed village boundaries” 

Catanach has written recently of Punjab 
villages where, during Ihe plague scare of 
18%-98. ‘the village site |was | surrounded 
with a circle of stakes, with demons' heads 
roughly carved on lop lo serve as super¬ 
natural guardians’” More contemporary 
evidence comes from Ralph Nicholas’s study 
of Ihc smallpox goddess Sitala in south¬ 
western Bengal where worship rituals include 
the taking out of processions that circumam¬ 
bulate the village 'planting flags where path 
cross the village borders, or otherwise boun¬ 
ding Ihc village before her |Sitala’s| puja is 
begun’.’'* Diane Coccari has studied similar 
processes in urban Banaras—the Bir babas 
who act as boundary gods ot neighbour¬ 
hoods in Ihc city 

The deny is described as “the god” or “the 
protector of the neighbourhood’’ There 
are hundreds of Bir shrines in the city 
Like the village denies, the urban Bir con¬ 
trol the boundaries of their domains, 
especially with regard lo the exit and entry 
of the intangible agents of illness, misfortune 
and disease.’' 

If Ihe house, thus, is only an instance of 
a theme general to south Asia—an inside 
produced by symbolic enclosure for the pur¬ 
pose of protection—what is then the sym¬ 
bolic meaning of the outside which can in- 
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deed be rubbished? 

To answer this question I shall take the 
bazaar as the paradigmatic form of this ‘out¬ 
side’. The bazaar, the street, and the fair 
Cmela'), it seems to me, have for long formed 
a ‘spatial complex’ in India. Streets, for good 
or bad, all loo often become ‘bazaars’ in 
India, and melas combine the different pur¬ 
poses of pilgrimage, recreation and 
economic exchanges.^'* I take the bazaar as 
a space that serves the needs of transporta¬ 
tion as well as those of entertainment and 
the buying and selling of goods and services. 

I am aware that there have been different 
kinds of bazaars in India, going by their dif¬ 
ferent names of ‘hats', 'mandis', ‘ganjes’, etc, 
and varying in their functional specialisa¬ 
tions.^ I also ignore ihe interesting problem 
of connections between the bazaar and the 
structures and rtl. nonships of power in its 
vicinity. The bazaai .ak of is obviously 
an abstraction ol certain structural 
characteristics that, to my mind, define the 
experience of the bazaai as a plast. bvery- 
day linguistic piactices involve and permit 
such an abstraction—in Bengali language, 
for instance, the word ‘bajar’ (bazaai > is 
often used in a metaphorical way to repre¬ 
sent an ‘outside’ to ‘ghar-shangshar’ (the way 
of the householder, i e, domesticity), thus 
prostitutes are called ‘bajarer meye’ (women 
of the bazaar) as.opposed to the implicit 
conception ol ‘ghater meye', housewives or 
women of the household The bazaar, m this 
analysis, is the name I give to that unenclos¬ 
ed, exposed and interstitial 'outside' which 
acts as the meeting point ol several com- 
mumt.;. It should also be clear by now that 
the iiis’dc/oulside division involves a 
metapf .rical use of space for the purpose 
of malt.i'g boundaries, however, transient 
these h.>jndarics may be Actual spatial ar¬ 
rangements may embody this division but 
the cultural practices productive of ‘boun¬ 
daries markers’ cannot be reduced to the 
question of how physical space is used in 
particular circumstances 

Structurally speaking, m my terms then, 
the bazaar or the ‘outside’ is a place where 
one comes across and deals with strangers. 
And if ‘strangers', as we have argued, are 
always suspect and potentially dangerous, it 
is only logical that the themes of familiarity/ 
unfamiliarity and trust/misirust should play 
themselves out in many different aspects of 
the bazaar. All ‘economic* transactions 
here—bargaining, lending and borrowing, 
buying and selliqg—are marked by these 
'themes. The cultural material uncovered in 
Jennifer Alexander’s study of the bazaar 
Cpasar’) in rural Java, will not surprise those 
used to the marketplaces of south Asia (for 
Ihe bazaar is obviously an institution belong¬ 
ing to a much larger culture zone than the 
sub-continent alone). Protestations of 
honesty, for example, are a recursive feature 
of bargaining talk. The copperware seller in 
Alexander’s extended recoiling of a par¬ 
ticular case of haggling, repeats several 
times: 

I’m not lying 


If you can discover a repair thire's no need 
to pay! 

How could I lie lo you and your daiighier' 
I’m not lying to you! 

(seller’s mother says] Ves. she’s noi lying to 
you I sweat it' 

If I am lying in you, don’t buy another one 
I’d be extremely ashamed it I was lying lo 
you, truly'-* 

111 these tiansactions, often conducted in 
terms of weights and measures that are only 
approximate, the ‘economic’ cannot be 
separated from the ‘social’, for prices reflect 
the concern with trust and familiarity As 
Ostor observes in his sludy of a Bengali 
bazaar: ‘Regular customers do not need to 
haggle, but those who are mainly strangers 
or oui-ol-iowncrs.-’' in other matters, too, 
the social remains a prominent pan ol ihc 
ccunomic In a group of rural markets m 
Gujarat studied in the late l9S0s, the owners 
of hai(markei)-lands, it was reported, 
‘generally levied fixed charges’ once ‘the 
traders (became) accustomed lo Ihe place 
and the people’ Even the bonds of credit 
forged III these (predominantly ‘inbal’) 
markets followed the lines of familiarity and 
acquaintance 

(The cloih merchants] maintained close 
and iniimale ties with ihe mfluenlial sections 
ol tribal society (their eusiomers and 
debtorsl They made il a poinl lo allend 
social occasions like marriage, death, illness, 
etc, in these tribal households Imeresiing- 
ly, when inese households purchased cloth 
for wedding occasions from iheir shops, 
these traders invariably gave them (a tribal 
wedding party) one meler cloth and a cash 
amount of Rs I 25. They said that this gift 
IS from (heir side This is a lime-honouied 
practice among cloth merchants in ihe 
hais '' 

Thai 'tamilianty' reduces ‘risks’ in 
economic iransaciions, is obvious. What I 
want to highlight is the way kinship 
categories are used in the bazaar in this 
making-familiar of the strange, in this pro¬ 
cess of laming, as it were, the potentially 
malevolent ‘outsider’. ’Most commonly men 
ol the bazaar, arc ‘dada’ and ‘bhai’ to each 
other’, writes Ostor. ’In the bazaar bhai 
(literally brother,.dada - older brother] ex¬ 
presses a continuing relationship and enjoins 
a code of conduct!’- Alexander reports a 
similar praaice from her pasar in Java: ‘Kin¬ 
ship terms arc Ihe most common mode of 
address and usage is governed by age. 
’Bakul’ (seller] addresses most male adults 
as ‘pak’ (III father) and females as ‘bu’ (lit 
mother), young women as ‘mbak’ or ‘yu’ O'f 
older sister) and young men as ‘mas’ or 
‘kang’ (III older brother)’.” 

Not surprisingly, then, the bazaar (i e, the 
‘outside’), unlike the modern marketplace, 
IS geared to the production of social life.” 
Unlike US modern counterpart, it privileges 
speech. The physical organisation of shops 
in (he bazaar, as Anthony King has observ¬ 
ed, encourages ‘visual* and ’verbal’ enquiry 
and helps to convert the former into the lat¬ 
ter.” The centrality of speech and linguistic 
competence to the economic transactions of 


(be bazaar'is also underlined in the sludy 
of Gujarat market. ‘The cloth merchants’, 
reports Punalekar, *. knew and spoke 
fluently in tribal dialects’, for they feared 
that without this skill they '(would) be in the 
dark about what they (the iribals) (were) 
commenting among themselves; about price, 
quality or about myself [tlfe merchant)’.^ 
The street or the bazaar thus serves the 
'multiple purposes’ of ‘recreation, social in- 
iciaciion, transport and economic activi¬ 
ty'' Many observers have noted this. Ostor 
writes 

Dunking lea, chewing ‘pan’ (betel leaf) and 
smoking. Ihe men discuss everything from 
business, lo ihealrc and rituals. . . 
Newspapers aie read and exchanged, radio 
news broadcasts are heard and interpreted.” 
In contrast to the ritually enclosed inside, 
then, the outside, for which we have used 
the bazaar as a paradigm, has a deeply am¬ 
biguous character. It is exposed and 
therefore malevolent. It is not subject to a 
single set of (enclosing) rules and- ritual 
defining a community It is where mis¬ 
cegenation occurs. All that do not belong 
lo (he ‘inside’ (family/kinship/community) 
lie there, cheek by jowl, in unassorted col¬ 
lection. violating rules of mixing: from 
faeces to prostitutes. It is, in other words, 
a place againsi which one needs protection. 
Some of these devices for protection are 
bodily and personal, ranging from the mark 
of ‘kaajal’ (collyrium) (hat little children are 
given to protect them from the evil eye to 
‘subh naam’, (auspicious name) that all Up- 
pet caste Hindus use in dealing with ‘out¬ 
siders’ and formal situations. Often, the 
community-forming rituals of enclosure are 
themselves replicated in the bazaar. 
Shopkeepers wilf use their own rituals for 
marking the area of the shop as enclosed 
space. Some of these strongly resemble 
housekeeping activities: worshipping of a 
deity (Ganesh rather than Lakshmi since 
Ganesh is the lord who removes obstacles), 
sweeping with a broomstick the area of Ihe 
street immediately adjacent to (he front of 
the shop.’** The more permanent traders in 
a particular bazaar could even develop a 
sense of their own community and patronise 
a single bazaar temple.*® Speech and face- 
to-face interactions, as we have seen, have 
to do with overcoming the ntistrust of the 
outsider in a space where transactions are 
contingent on trust. The inside/outside 
dichotomy, therefore, is a matter of constant 
performance in the changes of (he bazaar. 

The duality of 4nis space is inescapable. 
It harbours qualities that threaten one's well¬ 
being. Strangers embody these qualities. \b( 
it provides a venue for linkage across com¬ 
munities, with ‘strangers'. Speech and direct 
interaction are productive of such soli¬ 
darities. The bazaar or the 'chowk', as 
Frietag has noted, was often (he most 
‘public* of arenas—public' in the sense of 
’publicity’—in Indian cities and has, for that 
reason, hosted traditionally colourful 
religious/political spectacles involving targe 
numbers.*^ The connection between the 
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chowk, bazaar, and the'spectacle of 'public* 
events is also drawn by Kumar in her study 
of Banaras/^ Guha has recently drawn our 
attention to the importance of rumours, i e, 
par excellence, in political mobilisa¬ 
tion of peasants.'*’ Spaces like the bazaar 
are, as Guha shows, central to the dis¬ 
semination of rumours, which goes some 
way towards explaining why riots or rebellion 
often start in the bazaar. 

Ambiguity and risk are thus inherent to 
the excitement of the bazaar. Punalekar's 
survey of tribal markets in the Surat-Valsad 
area gives a striking example of this. Here, 
people who specialise in providing entertain¬ 
ment at the bazaar are often the people who 
are trusted the least. ‘Acrobats’, rope walkers, 
snake charmers, singers and mimics’, owners 
of performing monkeys and bears, gamblers 
and others who performed in these bazaars, 
Punaiekar notes, were often ’strangers’ to 
particular markets. Belonging to the poorest 
sections of the bazaar populace, these enter¬ 
tainment workers ’moved from one hat to 
another’ without ’a regular schedule’, thus 
violating the codes of familiarity and trust 
but also deriving from ihis violation itself 
the mysterious attractions of their presence 
as ‘strangers’.'** 

We see why ’roaming the streets’ ol the 
neighbourhood is a pleasurable activity for 
most Indian men. (I say ‘men’ advisedly for 
the pleasure is gendefed even when it is not 
class-specific.) As Kumar says of her 
Banarasi respondents. 

In their tree lime, they like to indulge in 
’ghumna-phirna’. to stroll in the galis. wandci 
in ihe bazaars, hang around the ghats, visit 
temples, take in the ambience of the even 
ing lights, crowds, bustle, and activity. But 
if you ask them what they like to do hesi in 
their free time, il is, lo go outside ■*' 

Or, as Chandavatkar says of Ihe textile 
workers of Bombay 

Street life imparled its muineniuin to leisuie 
and politics as well. Thus, street enter¬ 
tainers or the more ‘organised’ lainasha 
players consiiiuied ihc working man's 
iheaiie The street corner ofleied a meeting 
fjiact '** 

The bazaar or the street expresses through 
its own theatre the juxtaposition of pleasure 
and danger that constitutes the ‘outside’ or 
Ihe open, unenclosed space The street is 
where one has interesting, and sometimes 
marvellous, encounters. 1'hey do not always 
eventuate but the place is pregnant with the 
possibility. And such pleasures are by nature 
transgressive because'lhey are pleasures of 
Ihe inherently risky ’outside' 

III 

This analysis is admittedly partial and in 
complete. To refine it, I would need to ac¬ 
commodate within my argumpni the subtle 
and critical distinctions that have been made 
in different regions of India between, say, 
the road and the bazaar. 1 have also ignored 
differences between different kinds of 
bazaars or between different kinds of 


pathways. Nor have I paid attention to the 
very distinctive constructions of communal 
space that the caste system, with its varied 
rules of purity and pollution, could create. 
Studying the roles assigrted in Indian villages 
to castes associated with ‘dirt’ would be of 
particular relevance tn this regard. Also, the 
kind of changes in the experience of public 
space that British rule created need to be 
taken into account. Besides, as movements 
such as ‘temple entry’ or ‘brea.si cloth’ agita¬ 
tions in south India in the late 19th and early 
20th centuries would suggest, the decline of 
private landlord-control over roads must 
have brought to many a new sense of 
freedom In a fascinating analysis of Muslim 
reactions to British rule in north India, for 
instance, l aisal Devji has recently drawn our 
attention lo a new emergent sense of the 
‘public’ as expressed in a couplet by Ghalib- 

Neilher temple noi mosguc, neither door nor 

threshold 

Il IS Ihe public road we arc sitting on, 

why should any rival dislodge US'**’ 

But the question of garbage has raised lor 
me the question of the ‘outside’ and I have 
argued that the space that collects garbage 
IS Ihe one that is not subject to a single set 
of communal rules II is the space that pro¬ 
duces both malevolence and exchange bet¬ 
ween communities and hence needs to be 
tamed through the continual, and contex¬ 
tual, deployment ol a certain dichotomy of 
the ‘inside’ and the ‘outside’ This need to 
be lamed is what makes the ‘outside’ ex¬ 
citing, albeit in unpredictable and dangerous 
ways. 

Both the colonialists and the nationalists 
were repelled by what ihcy saw as the two 
predominant aspects ol open space in India 
din and disorder ‘The marketplace’, an 
Englishman said in the colonial Philippines, 
‘is always dirty and disorderly’■*'* This 
colonial perception was guided by two kinds 
of fear, political and medical Politically, the 
bazaar was seen as a den ol ‘lies’ and 
rumours, ‘bazaar gup’, through which the 
Ignorant, superstitious and credulous Indian 
masses communicated their dark feelings 
about the doings of an alien ‘sarkar’ (govern¬ 
ment) *'* Ihe bazaar or the mcla was the 
place where conspiratorial rebellions were 
plotted and earned out. It was where riots 
began and spectacles of blood and gore were 
played out to large numbers of interested 
eyes Medically, as David Arnold, Veena 
Talwar Oldenberg and other scholuis have 
shown, places where Indians collected in big 
numbers were seen as threats to European 
health in India A major aim of public 
health measures in colonial India was to con¬ 
trol the spread of cpidemic.s from fairs, 
bazaars and pilgrimage centres The theme 
of public order is, ol course, common to 
both the political and medical sides of this 
percepiTon. As foucaiill remarked in The 
Birth of theChnu , ‘a medicine of epidemics 
could exist only il supplemented by a 
police’.'' 

The nationalists’ ideology was not ihc 
same as that of the raj. Their project was 


to convert the colonial state into a full- 
fledged modern .state for India (ignoring for 
the moment the anarchist strain in Gandhi). 
Chaudhuri is acutely aware that British rule 
only ‘conferred’ subjecthood on us but 
withheld citizenship’.'- His bourgeois sen¬ 
sibility IS hurt at the absence of civic con¬ 
sciousness in Calcutta. Gandhi’s, similarly, 
IS a call for more citizen-like behaviour; 
keeping the roads clean, turning laps off in 
‘public’ interest. 

Notwithstanding these important dif¬ 
ferences, both the imperialist and nationalist 
reactions have one clement in common. 
They both seek to make the bazaar, the 
street, the mcla—the arenas for collective ac¬ 
tion in pre-Brilish India—benign, regulated 
places, clean and healthy, incapable of pro¬ 
ducing cither disease or disorder. They both 
present a new definition of the public that 
has often been at odds with t he other forms 
of communities that have historically come 
into being in these communal spaces. The 
British wanted to control these spaces 
because they were concerned about the 
health of the Europeans, especially of those 
in the British Indian aimy." Eot the 
modern stale, and hence for Ihe 
nationalists - ai least in terms of their 
ideals—‘public health’ is a basic condition 
of existence, for there is no vigorously pro¬ 
ductive and efficient capitalism without a 
healthy workforce and increased longcvi',y. 
And the latter in turn, require disciplined, 
regulated ‘public places’'' 

People in India, on the whole, have not 
heeded the nationalist call to discipline, 
public health and public order Can one read 
ihis as a refusal lo become citizens'* If that 
question is guilty of reading intentions into 
popular culture, let me put the problem this 
way The cultural poliJics ol iranslorming 
'open spaces’ into ‘public places’ requires a 
certain degree of divestment of pleasure on 
the part ol the people The ‘thrills’ of the 
bazaar are traded in for the ‘conveniences’ 
of the sterile supermarket. Old pleasures are 
now exchanged for the new pleasures of 
capitalism creature comforts, an insatiable 
obsession with Ihe body and the self (the 
pleasures ol privacy), and Ihe mythical 
freedoms ol cilizenship. 

When capitalism has not delivered these 
cultural goods in sufficient quantities—and 
Indian capitalism has not—the exchange of 
‘old’ pleasures lor ‘new’ remains an 
understandably limited exercise. In this situa¬ 
tion, state-action ^in the arena of open 
-Space) directed at fhe preservation of ‘public* 
health oi interest, will often take the form 
of a violent, intrusive, external force in Ihe 
lives of the people. It is not coincidental that 
the statement of Wellesley’s with which I 
began the paper, moved easily between Ihe 
ideas of urban beauty, public health and ef- 
ricieni policing in defining a street policy for- 
colonial Calcutta ‘Halla’, a colonial 
practice—continued by the national 
government—of sudden, violent police ac¬ 
tion aimed at clearing streets of ‘illegal* 
hawkers and vendors, has, for years in our 
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living memory, served to illustrate this 
phenomenon. 

It is, of course, nationalist desires for a 
strong nation-state that make certain 
‘European* practices the ‘universal’ rituals 
of 'public life’ in atf countries. Howevei', for 
people who, for diverse historical reasons, 
are yet to participate in this collective desire, 
this ’universality’ hardly ever has the status 
of a self-evident fact. The battle between 
their sensibility and ours is a battle between 
the non-moderns and the moderns and, in 
this war, analysis is not neutral. 

At the end of her book, in an impressive 
spirit of self-criticism that indicts the rest of 
the work, Nita Kumar offers us a very tel¬ 
ling story. She calls it, ‘The Limits of 
Ethnosociology’ I want lo consider this 
story III bringing ihis essay lo an end ‘As 
my research proceeded’, writes Kumar, 

I found myself understanding my informanis 
and their world with progressive sensitiviiy. 
and paradoxically, also understanding how 
this world should be shunned and condemn 
ed as “lower-class” and ‘backward” I he 
dilemma became partly clear lo me on tlie 
dealh of one of my lavouiile infoimants. 
lara Prasad. he passed away of 

mysterious ailmenis, regarding which, in 
eluding t.he exact symptoms, and even the 
location, whether m the chest or the stomach 
or the legs, his family was trusiraiinglv vague 
This was of course the same "vagueness” 
glorified by my informanis in other contexts. 


and by me in subsequent reporting of these 
cohtexts. It was however clear that he had 
fallen victim to poverty and ignorance 
He had been killed by the filthy galls and 
mohallas of Banaras; the very same which 
are extolled by indigenous Banarasis as 
beyond-any considerations of stench and gar¬ 
bage I clearly reach the limits of 
ethnosociology here, for deal h matters to him 
and his family in a different way than it dors 
to me, and I have no sympathy for their way 
This IS a rare moment of honesty when the 
ethnosociologist, committed, by her tiain- 
mg, to understanding the ‘natives' on their 
own terms and without prejudice, Ironis up 
to the political responsibility ol that com¬ 
mitment Should the ‘non-moderns’ have the 
treedom to die in their ‘ignoiancc’ oi should 
we intervene with our ‘knerwledge’ and the 
police’’ IxM us follow Kumai lo the very end 
of hei journey 

I do not care lor my inlormanis’ liteslyle in 
the way ihe\ do I want them to live loiigei. 
enjoy belter hc.)llh, earn more, beget tewci 
childim, and, oiii ol place as ii sounds, learn 
ol modc^n science I do not know how best 
their cullu.e can be encouraged lo coexist 
with such development, but, however ii does 
happen, a pitsoridilion Will be a knowledge 
of this culliiie in ilsell " 

In this battle ol the moderns versus the non¬ 
moderns, the violence of Kumar’s dilemma 
reveals to us the purpo.se ol out knowledge 
It IS not lo adjudicate but to wiiic epitaphs 


for the gravestones of dying and defeated 
cultures, to help preserve them as objectified 
knowledge beyond their deaths. This objec¬ 
tified knowledge is what Kumar calls ‘a 
knowledge of this culture in itself. To do 
anything else would be untrue to our own 
concerns for prolonging life, the inherent 
morbidity of the modern, the fear of death 
on which mrxlerniiy is founded. This is why, 
as Key llcto has remarked in the context of 
the Philippines that ‘nationalist, writers 
find It impossible to interrogate the 
established notion that among the blessings 
ol American colonial rule was a sanitary 
regime which saved countless Filipino 
lives’'” 

C an modern knowledge transcend this 
morbidity'' I suggest not, but we can at least 
recognise it as the (historical) condition 
within which we speak and ask of Kumar’s 
dilemma how is the subject of this quan¬ 
dary produced’’ Through what historical 
process ol subjecl-formalion did ‘longlife*, 
■good health’, ’more money*, ‘small families', 
and ‘modern science’ come to appear so 
nalurai and god-given’’ 

Kumar’s dilemma is too real to be Invialis- 
ed And I have no easy answers. In my 
younger and more ciii/enship-minded days, 
I once told a nine- or ten-year old boy in 
Calcutta not to throw rubbish on to the 
street ‘Why not?’, he asked, as he proceed¬ 
ed to throw the rubbish anyway. ‘I suppose 
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you like to think that we live in England, do 
you?’ 

This paper is a troubled and overly 
delayed response to that defiant question. 

INoles 

(An earlier version of (his paper will be publish¬ 
ed in the Australian joilirnal South Asia. I have 
gained from criticisms from many including 
Douglas Haynes, Pamela Price, Sandria Fieitag, 
Gyanendra Pandey, Parlha Chatterjei, David 
Arnold, Ranajit Guha, Anthony Reid, Donald 
Oenoon and Craig Reynolds.) 
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DISCUSSION 

Agrarian Reform and Economic 
Development in Nicaragua 

(rail Omvedt 


WHETHtR II IS the (aiilt of the original 
or not, Madhura Swaminathan’s review 
(February I. 1992) of Harvesting Change- 
labour and Agrarian Reform in Nicaragua 
gives oversimplified praise of the Nicaraguan 
efforts at 'agrarian reform which neglects the 
Sandinistas’ own selt-criticisms of their 
developmental policies In the process, it 
leaves revolutionary movements and masses 
helpless before their enemies, both their 
external enemy, US imperialism, and their 
internal enemy, the bureaucratic statism 
which has turned resolutions up to now into 
rubble. 

In an August 1990 workshop at Bangalore, 
attended by a representative ol the Sandinista 
I iberation I ront, there was extensive discus¬ 
sion ol the Nicaraguan revolution in the con¬ 
text of events in eastern Europe and the 
challenge posed bv new social movements 
in India It was in the period just following 
the shocking electoral deleat ol the 
Sandimshis -a deleat which was, lor many 
ol us, even nioie ol a blow than Ihe tail of 
Ihe statist regimes ol eastern Europe The 
lutlei we had always seen as Hawed, but 
Nicaragua was ihc heroic revolution in the 
very backyard ol US imperialism, under 
heass siege, but lundioning Irom Ihc begin¬ 
ning, sve had beliesed, with more demcKracy 
and llexibiliis. less dogmatism, a loyally lo 
the indigenous traditions ol the people. This 
was. It seems,, an unrealistic assessment 
which lell sympalhiscrs as well as much of 
Ihe Sandinista cadre unprepared for their 
deleat 1 promised Maria, the FSl N 
repiescntalivc, lo write an article on the 
Niearaguan experience belorc their party 
congress, but work pressures, the lack ol fur¬ 
ther communication and congress docu¬ 
ments, and a feeling o( diffidence at being 
too distant from the scene of struggle let this 
lall behind 

Now It seems necessary to say something 
These comments are based on a few recent 
articles, the Sandinistas’ own self-criticisms 
and oui workshop discussions,' and they 
should be taken not as an effort to gtve the 
’final word' but to open up discusston. The 
Issues are iippltiahle to India as well 

Agrarian reform—giving land to the 
landless —IS only the beginning of Ihe story 
lor any revolution; the major issue comes 


ovet what IS lo be done with the land, over 
how a largely rural economy is to be treated 
in an overall process of economic develop¬ 
ment. In spile of their democratic openness 
and devotion to indigenous tradition, in spite 
of the invocation of Sandino’s ‘worker- 
peasant’ themes, the Sandinistas followed 
the Soviet model (“Cuban, Russian 
socialism —this is what we knew; socialism 
means naiionalisaiion, socialisation of the 
means of production”), i e, one that pro¬ 
moted bureaucratic management of a 
burgeoning state sector within a mixed 
economy, which treated the ‘pelly bourgeois’ 
peasantry and urban artisanal sectors as 
backward while making alliances with a 
'national bourgeoisie’, and which oriented 
development to give priority to large-scale 
ecologically destructive and bureaucratically 
dominated agro-industrial projects. . 

The revolution gave many peasants land, 
but those who were given land were given 
low prices for their produce and pushed and 
coerced into co-operatives controlled from 
the lop down As Maria described Ihe pro¬ 
cess. the nationalised properly of the 
Somoita family—which constituted a whop¬ 
ping 30 per cent of total land—was first put 
into big state farms; this was resented by the 
peasantry and led to resistance and rebellion. 
After that policy was changed But ’co¬ 
operatives’ were also flawed by bureau- 
craticisation Peasants were not given credit 
or tractors it they didn’t join; and so there 
was a lot of ‘cheating’ to get these and as 
a result many co-o|jcraiives existed on papdr 
only Peasants resented both the compulsion 
that was pushing them to collectivise and the 
lorced procurement of food at low prices 
T he co-operativisat^n/colleciivisaiion pro¬ 
cess was also damaging to the ecology and 
encouraged the gulping up of energy 
resources: for instance, co-operaiives were 
given trucks and tractors, provided cheaply 
by the USSR. There were problems with 
these both for parts supply and because of 
shoddy manufacture; and they encouraged 
an unsustainable use of energy resources 
When their use became literally impossible, 
peasants could only see the use of their own 
oxen, donkeys and mules as a ’retreat’; they 
had been taught to think of tractors as a sign 
of progress. 
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A review article in the main Nicaragua- 
published English journal, Envio, describes 
the economic project of the Sandinistas as 
a "programme without the people” "The 
model was based on three fundamental 
points: (I) moving the key economic links— 
banking, natural resources, foreign and part 
of domestic trade—to the state and creating 
a productive state agriculture and industry 
sector; (2) transforming the productive struc- 
luies through slate investments, using capital 
and technology from both developed 
capitalist countries and the socialist bloc; 
(3) an alliance between the state and the 
national bourgeoisie. The changes that took 
place in the last years tq assure the coun¬ 
try’s economic survival did not radically 
depart from this original strategy . The 
constant has been an economic package 
without the support of people other than the 
professionals employed by the state and the 
industrial and agricultural proletariat. The 
pcop\e—campesino producers and urban 
artisans—were lo be beneficiaries of a social 
subsidy, but not agents of economic develop¬ 
ment.”’ In effect, however, the system of 
subsidies (derived from foreign aid and less 
directly by food procured at low prices) 
discriminated against the ‘popular’ sectors 
and bcnefited the state enterprises and large 
capitalists, including large agro-export 
producers. 

The result was rebellion among the 
peasantry (in the middle of Nicaragua, in 
the mountains, as well as among the in¬ 
digenous peoples of the Atlantic coast) 
which provided the social base for ‘Contra’ 
aggression. This analysis by Maria was 
another shock for many of us at the 
workshop; we had seen the Contras simply 
as terroristic mercenaries without a social 
base. “They did have a social base!' was 
Maria’s reply. “All the equipment came from 
the US. They had modern goods, food, 
uniforms, communications devices, weapons, 
all with US money. But the soldiers were 
Nicaraguan peasants and workers!' Since the. 
electoral defeat, indeed, the Sandinistas have 
followed a policy ol trying to establish 
alliances with ‘Contras’ who were beginning 
in fact to realise they arc carn/minos, 
peasants, deceived by ihc elite and 
imperialists 

If this sounds too strong, it may be worth¬ 
while quoi.ing from the resolutions of the 
FSLN June 17, 1990 national assembly on 
their electoral defeat' 

It is indispensable to point out ihai over 
these years there were objective policies and 
situations which tended to distance some 
soaal sectors from the Sandinista Revolution 
Wiihoul exhausting the subject we will men¬ 
tion the following 

(a) The nationalisanon policy which is the 
basis of the APR jslaic lanns), which in iis 
first stage led to the indiscriminate contisca- 
lion of land from large, medium and esen 
some small private producers. Although this 
was gradually corrected, it had already had 
negative effects 

(b) The forced purchase of basic grains at 
official prices and the accomplishmeni ol 


this through roadblocks to takecampesinos 
products away from them, with which we 
tried to improve urban supply. 

(c) The struggle against speculation which 
was expressed in general hostility towards 
traders, who reacted negatively in political 
terms 

(d) The sale of products with a ration card, 
which was introduced to defend workers' real 
wages, and which turned out to be pro¬ 
vocative and unfavourable lo ihc informal 
sector of the economy. 

(e) The confrontation with the Catholic 
hierarchy and some Proteslani churches 
which carried out anii-Sandinisla campaigns 
in remoic areas of the countryside and 
among marginalised sectors ol the city, 
affected the PSLN's image despite the par¬ 
ticipation of Christians, Catholics and 
Protestants, in favour of ihc Revolution 

(f) Abuses and violations on ihc pan of 
EPS ISandinisla Popular Army) and Mint 
jMinislry of the Interior) soldiers and of 
fleers, as well as government officers and 
FSLN leaders, which divided the peasantry 
In this sense, the sanctions and other correc¬ 
tive measures taken came too late and were 
unable to prevent negative consequences 

(g) Ignorance of the situation- of the 
Atlantic coa.st’s indigenous peoples and the 
mistakes made as a result, which led to an 
acute political crisis in the region The solu¬ 
tion we found for these problems did noi 


fundamentally change the attitude of the 
indigenous peoples toward our government, 
as was demonstrated in the last elections.’ 
The ‘worker-peasant alliance’—and with 
this, the entire question of an ecologically 
sustainable and genuinely self-reliant 
development—remains at the heart of the 
revolutionary process. 

Notes 

1 Mainly from Envio; TIk. Monthly Magazine 
oj Analysts on Nicaragua, published from 
Managua, Nicaragua for the Iasi II years; 
No 10 special issue of Barncada Inier- 
nacionot-, articles from The Guardian (New 
York) over I he last several years; Amalia 
Chammorro Z and Richard Dello Buono, 
’The Political Economy of the Sandinista 
Electoral Defeat’ and Jerry Lemocke, ‘The 
Political, Economic and Cultural Complex¬ 
ities of Counter-Revolution’ both in Critical 
Sociology, Volume 17, No 2, Summer, 1990; 
and discussions in August 1990 with the 
FSLN represcniative I have named ‘Maria’ 
The documents of the FSLN Congress itself 
are not yet available to me. 

2 ‘Nicaragua- L.ow Intensity War and Revolu¬ 
tionary Manoeuvring’, Envio, May 1990 

3 “Resolutions taken at the FSLN Assembly: 
7he Revolution and the Electoral Defeat”, 
Barncada Inlernacional, No 10, July 1990 
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Road to Ruin 

Import liberalisation, which is a vital component of structural 
adjustment packages administered in developing countries by the 
IMF and the World Bank, is likely to retard the growth of GDP 
withouy bringing about an improvement in the trade balance. A 
studyof import liberalisation as a tool of economic policy 
/ m^dia since the mid-eighties. S8S 

Budget 

Sy The 1992-93 budget is probably the most irresponsible budget ever 
I presented in independent India. Its fiscal thrust is to benefit the 
rich while squeezing the poor and reducing investment in the 
economy. 560 


It is the less conspicuous features of the budget—the way the 
fiscal target is sought to be achieved, the transfer of resources 
to the states and the partial convertibility on the rupee—which 
portend major changes in the Indian economy. 565 


The budget for 1992-93 will be judged by how far it attempts to 
redress the macro-economic imbalances in the economy, what it 
proposes to do to further the growth of the economy and whether 
this strategy is likely to succeed in the face of the prevailing 
constraints 595 


While in economic matters the finance minister and his advisers 
seem to have undergone brain transplantation in America, it is 
heartening to sec that in the matter of delivering sermons they 
remain true to the hoary tradition of Indian 'gurus’. 58(> 


Retreat 

A review ol health polic7 and 
programmes in India in the 
eighties brings out that, instead 
of developing ideas and practices 
to meet the new challenges in 
public health administration, the 
tendency has been to erode 
some of the positive aspects 
which had been evolved 
earlier. 599 

N«*w Windic 

The drifi away from the 
concepts of non-alignmeni and 
economic co-operation among 
the developing countries has 
speeded up under the 
Narasimha Rao government. .563 

Poliet* Tales 

A supposed attempt by Naxalites 
in Andhra Pradesh to mine a 
police jeep and the ensuing 
two-hour long encounter 
between the police and Naxalites. 
The police story and what 
actually happened. .569 


Learning from People 

If planners and policy-makers 
shrug off iheir biases long 
enough to realise that the 
experiences and perceptions of 
the people have a validity that 
cannot be ignored then viable 
strategies for conservation 
can be worked out. 56“ 

!No Breakthrough 

In the context of the claims 
made by the technology mission 
on oilseeds, the decline in 
oifseeds yield per hectare 
IS a matter for serious 
concern. .5.55 

Hidden Hand 

Public policies, especially with 
regard to foodgrain management 
and its marketing in the private 
sector as well as to the 
production of cotton textiles, 
have over the years increasingly 
tended to be influenced by 
PI 480 programmes in 
Bangladesh. .574 


LETTERS TO EDITOR 


Krishna Bharadwaj 

POST-INDEPENDENT India has pro 
duced two types of economic scholars of 
international distinction The first type 
consisting among others of A K Sen, 
Jagdish Bhagwati, T N Srinivasan, 
Avinash Dixit, Prasanta Patnaik have 
made their names in extensions of tradi- 
tional, mainstream, economic theory m a 
number of new lines The second type 
courageously went otf the beaten, charted 
track and established their reputations for 
contributions at the highest levels to abst¬ 
ract economic theory. The late Krishna 
Bharadwaj belonged to the second cate¬ 
gory. Cast in the mould of Joan Robinson, 
at a young age itself, Krishna Bharadwaj 
(nee Krishna C handavarkar) made a mark 
for herself in creative intcipreiations of 
the Sraffa rehabilitations of classical 
economics. She later became an iniimaic 
disciple of Sraffa himself who seems to 
have treated her as his own daughter. Sraf¬ 
fa made her one of the literary executors 
of his unpublished writings. Krishna 
Bharadwaj wc»n foremost international 
reputation for herself as the propounder 
of the ‘surplus’ approach to the pure 
theory of economics. Hei writings, all of 
which have attracted world .attention, 
ranged over classical political economy, 
dualistic model of the Indian economy, 
production conditions in Indian agricul¬ 
ture, critique of Hirshman’s linkage con¬ 
cept, etc. Some time belorc she passed 
away she gave a .seminal address to the 
Indian Economic Association on the 
labouristic approach to economic analy¬ 
sis, an address lull of great theoretical in 
sights During her . losing days she had 
veered towards the < '■ tndhian, self-sharing 
and self-participatoiy, type activist ap 
proach to the solution of the myri.td 
micro-level economic maladies of India 
particularly at the level ol the disadvan¬ 
taged rural population In her untimely 
death the world of economics has lost a 
gem of the puiest ras seiene in the vers 
difficult and abstruse woild of economic 
theory. Her career is a great tnbuie to 
Indian womanhood in that her humble, 
scll-effacing, pleasant and gentle exterior 
concealed her great will to heroically over¬ 
come sufferings from a deep tragedy in 
her pcisonal lile 

P R Braiimxnandx 

Bangalote 

II 

II IS shocking to know about the sad 
death of Knshtu Bharadwaj. Though 1 
did not know her exeepi through her 
wiiiings, I i.,in recall an episode which 
sjieaks coliinic's loi hti as an econoniisi 
In iheeaiK sixties, Siafla’s book Prodia- 


uon of Commodities hy Commodities 
aroused interest among many Indian 
economists, one of whom wrote a long 
series of articles on this book in an Indian 
journal, pages ol which exceeded those ol 
Sraffa’s slim volume. Whether or not 
Sraffa noticed these articles, he was at 
traded to a review by Krishna Bharadwai 
published around the same time in /'he 
tjeonomie Heek/y. Sraffa wrote to the late 
Sachin Chaudhuri, founder-editor ol The 
tconomie H'eekiv saying that Kiishna’s 
review was one of the three best reviews 
he had come across. He sought Sachin 
Chaudhiiri'v help to find out who the 
atithoi was and his tv/<) address To 
Sachin C'haudhuri hiniscTI, Ktivhna's was 
not a larniliar name and he asked me who 
Krishna was and how to get m tciuch with 
hei When Sachin sent hei whereabouts 
to Sraffa, she was offered a lellowship at 
the Cambridge liniversiiv 

tl IS sad lo know ihai Krishna 
Bharadwaj - that shy, socially aleit, 
scholarly, restless econt'niist —is no more 
1)1 I NA Kiimkm Ml 

Washington, DC 

Workers' Response to 
Minimum Wages 

KRISHNA CH AITANYA (Decemlier 14, 
I*)*)!) has highlighted the Bihar govern 
mem’s undisguised mdifferenec towards 
the implementation of the Minimum 
Wages Ad and Us failure lo evolve a 
ciiteria foi living minimum wages 
His observation. "A common refrain of 
the opposers of Minimum wage system is 
that, the farmers do not have the capacity 
to pay and so it is wrong to burden them 


with the liability of paying a prescribed 
wage rate to labourers. This argument has 
some substance in the case of small and 
lower middle class peasants but not in the 
case of rich peasants and landlords and 
indeed all landowners who sell the over¬ 
whelming portion of their farm produce 
in the market”, deserves attention. 

I would like to identify a ground rcali- 
iv lo add to his observation. In Thmil 
Nadu, especially in South Arcot, some 
pans of North Arcot and Salem district, 
the implemeniaiion of minimum wages 
has been opposed not by the landlords or 
iich peasants but by the labourers 
ihcm.selves, who are members of the 
Karumbu Vet turn Thozhila/ar San gam 
(Sugarcane Harvesting Workers’ Union). 
Though the members of this union are in 
possession of some marginal landholdings 
they arc basically skilled labourers engag¬ 
ed in sugarcane harvest. And the majori¬ 
ty of them belongs to the scheduled ca.sies, 
living sonicwheie far below the ‘so-called’ 
poverty line. Those farmers, who are culti¬ 
vating sugarcane m one/half acre need 
hired labourers lo harvest the sugarcane 
for which they cannot afford to pay the 
minimum wages. Hence, the KVTS and 
Its members are not in favour of im¬ 
plementing minimum wages in the case of 
sugarcane harvesting. However, the KVTS 
IS demanding a compensation from sugar 
industries The argument being that the 
profit from sugar production consists of 
surplus labour power KV fS is now has 
mg talks with the sugar industries and 
ministry ol laboui on this demand. 
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Death in Custody 


W HILE our bureaucrats are honest men sent abroad to 
lie for the good of India, some poor Indians are forced 
to lie in police custody to confess to crimes which no one 
knows whether they committed, under what is euphemistical¬ 
ly known as ‘third degree methods’. The honest Indian 
bureaucrats have been lying abroad all these years to cover 
up torture, rape and deaths in police custody—all for the 
good of the country. In response to .^3 specific allegations 
of torture and deaths in custody raised by the UN Special 
Rapporteur on torture between 1988 and the end of 1990, 
the Indian government cither denied them—saying they were 
‘concocted’—or provided the police version of the incidents 
At the 42nd session of the UN Sub-Commission on Preven 
lion of Discrimination and Protection of Minorities, on 
August 27, 1990, the Indian representative said; “Amnesty 
I International] has also alleged that torture of detainees con¬ 
tinues to be reported from India, resulting in some cases in 
death. However, it has given no details to substantiate this 
allegation.’’ Next year, in March 1991, when the UN Human 
Rights Committee asked the Attorney General of India 
about custodial deaths, he straightaway said. “Deaths m 
custody arc not on the rise”—without of course supporting 
his statement with any statistical evidence. But even as he 
was holding forth at the UN meet, back m the capital ol 
his country, in New Delhi, the minions of his government 
were going about their business in right earnest. The number 
of deaths in the capital's different police stations in 1991 
rose to eight from five in 1990 and five in 1989. 

Amnesty International, the bete noire of the Indian 
government and sections of the press, has now come out with 
a damning document giving a list of 415 deaths in the 
custody ol the police and security forces all over India 
between January 1, 1985 and November 1, 1991, with the 
names of the victims, the dates of their death, the circuin 
stances of their arrest, and the official action taken so far. 
It calls the bluff ol the Indian diplomats who keep on com¬ 
plaining that there arc no “details to substantiate these 
allegations”. It also puts in the dock these spokesmen of 
the Indian government, who have been lying all these yeais 
at UN meetings. The UN, unfortunately, docs not have any 
authority to haul ihcm up for perjury 
The recently released report of Amnesty International on 
torture, rape and deaths m custody in India points out that 
only 42 magisterial inquiries and 20 judicial inquiries were 
ordered in connection with all the 415 cases listed by 
Amnesty. This gives the lie to the Indian representative’s 
claim at the 42nd session of the UN Sub-Commission on 
Prevention of Discrimination and Protection of Minorities, 
where he said: “Whenever allegations of torture are made 
even in the press, there is a regular investigation by a judicial 
magistrate". The report further states that in only three 


of the 415 cases, have the guilty police officers been 
convicted —“a dismal record compared to the scale of the 
problem”. It stands out in sharp contrast with the tall claim 
made by the same Indian representative at the UN session: 
“Police personnel found guilty ol torturing detainees are 
liable to receive exemplary punishment ” 

The Amnesty International repoii only confirms what is 
the daily experience of the victims ol police torture in the 
courts, when it details evidence ol magistrates ignoring their 
legal duly to act when detainees appear m courts with clear 
signs ol torture. It cites cases ol magistrates issuing false 
reports which suppoit the police version ol events in the face 
ol overwhelming evidence to the cvnitiary. It also refers to 
the involvement of doctoi s m coveiing up deaths from police 
torture by liansforinmg them into suicides or sudden deaths 
from chronic drseascs. Io the common Indian citizens these 
are familiar expeiiences. But by bringing the information 
together in a report. Amnesty International has expo.sed the 
entire Indian iioliiical system, where the police in conjunc¬ 
tion with a subservient judiciary and a submissive medical 
profession has been carrying out the most heinous crimes 
in theii custody. 

One would like to watch how our government and the 
national press react to this latest report of the violation of 
human rights of oidmarv Indian citi/ens. Similar reports 
on Kashmir and Punjab have always hcen dismissed by them 
as a part of the ‘disinlonnation' campaign by Pakistan. But 
the present report ol Amnesty Inicrnaiionars covers 
custodial tort ure and deaths in all the states of India. In fact, 
the bulk ol the cases arc liom outside these two terronst- 
inlcsied slates and involve cimimon citizens accused of 
oidmary crimes like ihelt oi buiglary 

Belore handing over his chaige early this year, Delhi’s 
police commissioner Arun Bhagat announced that the year 
1992 would be a year oi ‘zero-custody death’, \lready three 
such deaths have taken place in Delhi police lock-ups since 
January this year, the latest being the case ol 21-year old 
Darshan Singh, who was taken from his house by the police 
on a charge of robbery, was tortured in the police custody 
and died on March 17. Three days alter the incident, the 
new police commissioner M B Kaushal, when asked about 
how he was going to prevent such deaths, told a newspaper 
correspondent that “when we have such a huge ipolicej 
force, we cannot have a scheme to complclelv prevent it. 
After all we are dealing with human beings ” He then added: 
“We have to use some scientific methods [to elicit informa¬ 
tion during interrogationsl" The message should be clear 
In order to protect the rights ol the ‘human beings’ in the 
police force, it is necessary to provide them with ‘scientific 
methods’—an advance over the 'raditional ‘third degree 
methods’. 
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THE RUPEE 

Convertible—or Just 
Floating? 

CONVERTIBILITY is normally a term 
used to denote an exchange rate regime 
under which the government (or on its 
behalf, the country's central bank) under¬ 
takes to convert its currency into foreign 
currencies (or gold) at a fixed exchange 
rate. The US dollar was convertible until 
the early 70s because it carried the US 
government’s promise to convert it into 
gold at a fixed rate, at 3S dollars an ounce 
most of that time and at 42 dollars an 
ounce for a short while before the dollar 
was taken off gold. Strictly speaking, the 
US dollar has not been convertible ever 
since, because now there is no formal 
obligation on the part of the US govern¬ 
ment or the l-ederal Reserve Board to con¬ 
vert the dollar into gold or any foreign 
currency Now the dollar's exchange rate 
floats and is determined by the market 
from day to day. 

What docs the announcement of the 
rupee’s partial convertibility mean? 
Foreign exchange earnings will hereafter 
be entitled to conversion into rupees not 
at one rale, as was the case so far, but at 
two rales, one rate, the official rate, ap¬ 
plying to 40 per cent and the other rate, 
market determined, to the balance 60 per 
cent of the foreign exchange earnings. 
Presumably, the portion of foreign ex¬ 
change earnings surrendered at the official 
rale will be used for meeting the cost of 
official imports and such other imports 
the government chooses to permit at the 
official exchange rate In both these cases. 
It may be said that the rupee is converted 
at the official exchange rate. It could also 
be said that for imports ihus covered, the 
rupee is convertible into foreign exchange 
at the rale fixed by government. But it is 
still not convertibility in the generally 
understood sense that anyone wanting to 
import such items can ask for foreign ex¬ 
change in return for rupees. Importers of 
such items will probably still have to ob¬ 
tain licences or permits tor the purpose. 
May be all such imports will be channell¬ 
ed through official agencies. Still its 
allocation among these agencies will have 
to be decided upon 

As for all other imports, lor which the 
government heieafter undertakes no 
obligation to exchange lupees into foreign 
exchange, they have to resort to the 
market, but there is no undertaking as to 
the exchange rate which the government 
would intervene to sustain. At the same 
time, since the supply of foreign exchange 
IS determined bv 60 per cent of export 
earnings, including eainings from servKe 
exports and remittances, it is on the basis 
of the demand lor imports at any point 


of lime that the market rate will be deter¬ 
mined. In other words, the market rate of 
exchange for the rupee is to be allowed to 
float. No doubt, the officials of the 
finance ministry have elaborated after the 
presentation of the budget that the 
Reserve Bank will be free to intervene in 
the market, but to sastain or support what 
rate has been left to the people to guess. 
The finance minister is himself reported 
to have said that the market rate was 
unlikely to be highei than the official rate 
by more than 15 per ccpi. But would he 
intervene, or ask the Reserve Bank to 
intervene, if the margin becomes wider? 
And for how long will he be able to do 
so, given the reserves position? 

In any case, could we justifiably 
describe the exchange rate regime now in¬ 
troduced as one ol partial convertibility? 
Isn't It really a regime of partial floating? 
Floating, because there is no undertaking 
as to the rate to be supported and partial 
because only part of the demand for 
imports is to be met out of exchange 
obtainable at the market rate, whatcvci 
that be. 

TAXATION 

No JuBtification 

ONE question that is bound to be asked 
for a long time to come is why in a year 
of financial strain, when the centre will 
be hard put to contain its fiscal deficit to 
fulfil its commitment to IMF/World 
Bank, when at the same time it is obliged 
also to reduce import tariff, when with in¬ 
flation showing little signs of any let-up 
and in fact running at a level far above 
the level the government was committed 
to bringing it down to, the finance 
minister felt compelled to make major 
concessions in personal income tax by 
both raising the exemption limit from 
Rs 22,000 to Rs 28,000 and by reducing 
the maximum marginal rale from .50 per 
cent to 40 per cent. 

Finance minister Manmohan Singh 
surely knows that the exemption limit for 
the personal income tax is already a multi¬ 
ple of the per capita income and that for 
broad-basing an income tax system a first 
.step is to bring down the exemption limit 
as close as possible to the per capita in¬ 
come. You cannot talk of the need to 
broad-base the income tax system and at 
the same time sharply rock its very base. 
The fact that the budget proposes to in¬ 
troduce a presumptive tax payable by 
“shopkeepers and other retail traders with 
an annual turnover below Rs 5 lakh” will 
go nowhere near compensating for the 
compression of the lax base effected by 
the proposal to raise the income lax ex¬ 
emption limit. 

As for the reduction of the maximum 


marginal rate, the finan(x minister has 
cited in support of his proposal the recom¬ 
mendation of (he Chelliah committee 
“that our direct tax system would be more 
effective if the income tax regime had 
lower rates of taxation, with a narrower 
spread between the entry rate and the 
maximum marginal rate and a minimum 
of tax incentives”. First, it is not clear 
what evidence, persuaded the Chelliah 
committee to consider the spread between 
20 per cent and' 50 per cent not narrow 
enough to pass its test of what could be 
regarded as an effective enough direct tax 
system. Second, did the Chelliah commit¬ 
tee go by any test of effectiveness and did 
It have any empirical evidence to show 
that a spread narrower than that between 
20 per cent and 50 per cent would lead to 
greater effectiveness? And, third, in rul¬ 
ing out tax incentives from the scheme of 
direct taxation, did not (he committee 
have any guidelines in mind about what 
incentives could be retained and what 
done away with, either because the 
behaviour such incentives sought to pro¬ 
mote no longer required such fiscal en¬ 
couragement as tax incentives provided or 
because in the judgment of the commit¬ 
tee the cost in terms of revenue forgone 
did not justify the grant of these incen¬ 
tives? These questions will need to be gone 
into once the committee’s report is made 
public For the present, one has to take the 
finance minister’s word that the commit¬ 
tee’s answers to them carried conviction. 

Meanwhile, it still remains to ask if this 
was the appropriate time for the finance 
minister to have given away a substantial 
part of tax revenue by reducing the 
marginal rate of income tax and raising 
the exemption limit. He could still have 
withdrawn the tax incentives which, in his 
considered judgment, were no longer 
necessary. In the process, his task of 
fulfilling his commitment to IMF/World 
Bank with respect to the fiscal dclicil 
would have been rendered easier. On the 
other hand, what he has now been com¬ 
pelled to do IS not only to keep to the bare 
minimum the increase, and that too in 
nominal terms, in the governmenTs social 
welfare and developmental expenditures 
on the revenue account but also to call a 
virtual halt to the government’s invest¬ 
ment expenditure. 

Precisely because of the manner in 
which the budget exercise for 1992-93 has 
been attempted, there arise serious suspi¬ 
cions about its underlying motivations. 
Was it intended only to keep within the 
parameters to which (he government had 
willingly committed itself or was the pur¬ 
pose to u.se the occasion to tilt the balance 
in favour of (he higher income and wealth 
classes that clearly stand to benefit from 
these and the other direct tax proposals? 
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MAHARASHTRA 

Politics of Health 

WHAT can one say about tragedies 
which, given the level of knowledge and 
technology and the resources on hand are 
easily avoidable, yet occur repeatedly? The 
children who di^ in Thane district, near 
Bombay, were not the first victims of gross 
neglect, nor will they be the last. The in¬ 
cident thus indicts not just the department 
of health or the state government, but the 
entire gamut of policies and programmes 
which make for a situation where 35 
malnourished children die from not so 
complicated an illness, not so far away 
from the edge of a sprawling Bombay. For 
whatever the detailed findings eventually 
of the cause of the deaths, the fact re¬ 
mains that the tribal districts of the slate 
are some of the most neglected not only 
in terms of health facilities but in terms 
of basic infrastructure, employment op¬ 
portunities, food, etc. 

While the immediate cau,sc of the 
deaths is obviously the compounded acts 
of omission—poor immunisation pro¬ 
gramme which failed to protect the 
children from measles, failure to lake 
cognisance of the significance of viral 
pneumonia following measles attacks, 
lack of access to health facilities, dearth 
of medicines and what could only have 
been lack of understanding of the 
management of po.st-measlcs complica 
tions and callous neglect by medical and 
health officials—their impact on the 
health of the children would not have been 
as disastrous had the children not been so 
undernourished. Interestingly, on paper at 
least the district is covered by most of the 
major schemes: the MCH programme, the 
rural neo-natal health care programme, a 
nutrition intervention programme which 
targets the undei-5s. The district has 73 
primary health centres and 456 sub- 
centres, yet the closest health facility thui 
the affected parents could avail of was 18 
km away with a 6 km hike to the nearest 
SI bus stop And even when the health 
facility was contacted, it had no qualified 
doctor in attendance nor were ihe 
necessary drugs available. The doctor who 
was supposedly in charge has defended his 
non-actions on the ground that he was 
only an ayurvedic practitioner and had 
several times expressed his inability lo 
manage the centre. 

The government department has, even 
while adniiiting that the deaths were’due 
to neglect, taken the following actions, 
suspended the doctor and the health 
department official in charge, rushed 
medicine and personnel to i he area, set up 
a sub-centre near the village, and generally 
prodded other government departments 


into action, such as road-building before 
the VIPs visited the scene of the tragedy. 
It has, however, left itself enough room 
to escape blame should such an incident 
occur again. It has noted with distress that 
qualified doctors refuse to go to remote 
areas as a result of which this and many 
other health centres are understaffed. This 
is certainly true. Doctors have adopted 
various means of avoiding postings in 
underdeveloped regions. But this is hardly 
a new problem, the excuse has been 
trotted out for years now. It becomes 
necessary then to examine critically the 
macro policies which make for such a 
situation. For instance, why should 
‘remote’ areas remain remote in the sense 
of being underdeveloped? The problem is 
that the provision of medicare and health 
facilities has ceased to be seen as part ol 
a holistic approach to development, even 
if one were to understand development in 
the narrow sense of provision of in¬ 
frastructure and welfare measures. We 
therefore have the absurd situation where 
there are health centres which are inac¬ 
cessible to a maionty of the population 
and which have no doctors and no 
medical supplies In Thane district had 
there been adequate supplies of an¬ 
tibiotics, the doctor, unqualified as he 
was, may have coped, and, of course, had 
the health centre been more accessible, the 
deaths may not have occurred or at least 
information may have been transmitted 
out earlier And then there is the fact that 
if there had been enough food around, Ihe 
incident may not have occurred at all— 
b'lt that IS not a ‘health’ concern, and the 
health department will not concern itsell 
with It 

INILRtSl BURDI.N 

INol the Full Picture 

IN his budget speech finance minister 
Manmohan Singh, while explaining how' 
daunting and difficult a task it had been 
loi him to contain the government’s non¬ 
plan expenditure, refers lo the escalation 
in interest charges, “the largest single item 
of non-plan expenditure” and accounting 
toi “an increase of Rs 4,750 crore over the 
revised estimates for 1991-97”, an increase 
“which IS larger than in the total non-plan 
expenditure of Rs 4,405 crore” The 
finance minister goes on to urge parlia¬ 
ment to appreciate “that interest charges 
arc a committed expenditure reflecting the 
cumulative effect of past deficits” and 
that “this Item can be controlled only by 
reducinl: the reliance on Ixirrowed funds" 
Hence, his attempt at reducing further the 
fiscal deficit 

Not once in his whole budget speech 
does the finance minister even indirect¬ 


ly'bother to indicate that the sum of 
Rs,32,000 crore he was projecting by way 
of interest charges was gross of interest 
recoveries. After all, what limits his op¬ 
tions, granting that government cannot 
default on its coritraciual obligations, 
which interest liabilities certainly are, is the 
excess of interest charges due over interest 
charges recoverable. 

A look at the liconomic Survey in com¬ 
bination with the budget documents 
throws interesting light on the subject of 
interest recoveries. But before that it needs 
to be borne in mind that a good part of 
the central government’s capital expen¬ 
diture is incurred in the form of loans and 
advances for capital formation rather than 
of government’s direct involvement in 
capital formation. For 1991-92 (revised 
estimates), the ratio of the lormer to the 
latter works out close to 60:40 and for 
1992-93 (budget estimates) the ratio is 
somewhat lower at 55:45. With such a 
preponderance of loans and advances, 
and with such pronounced concern lor 
containing the fiscal deficit—on its own 
merits rather than in pursuance ol the 
government’s commitments to the IMF in 
return for the high conditionality funding 
the government has received and ts expec¬ 
ting to receive additionally—one would 
have expected the government to pul in 
a strong effort to effect recoveries of in¬ 
terest as and when due. 

The picture one gets of interest 
recoveries is, however, quite different. In 
1980-81, interest recoveries amounted to 
68.9 per cent ol the gross interest charges 
payable by the government In the budget 
lot 1992-93, on the other hand, the pro¬ 
vision lor inieresi recoveries amounts to 
42 I per cent ol gross interest payable. 
Fven in 1989-90 recoveries had been near¬ 
ly 55 pei cent ol gross interest payable At 
the 1989-90 rate of recovery of interest, the 
net additional gain to revenue would work 
out in 1992-93 to as much as Rs 4,(X)0 
crore or thereabouts, not a small amount 
in the light of the figures given out by the 
finance minister. 

This apart, an important procedural 
point must not be missed and that con¬ 
cerns the slant resorted to in the presen¬ 
tation ol information The finance 
minisici goes out of the way lo dramatise 
the escalation in gross interest charges but 
omits at the same time to mention the 
other side ol the com. That net interest 
charges payable by government would still 
be si/eable can readily be conceded but 
not that in pruning non-plan spending the 
finance minister’s hands were as lightly 
lied as would appear liom the escalation 
ol gross interest charges and as the finance 
minisict tiics to suggcsi. 
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SOUTH AFRICA 

After the Referendum 

A GRHAT deal ol euphoria, sonic of it 
perhaps misplaced, has been generated by 
the outcome of the ‘whites only’ referen¬ 
dum of March 18 in South Africa on 
whether the process ol negotiations 
should be abandoned or persisted with. 
While the relerendum has strengthened 
both de Klerk’s and the National Party’s 
position, it IS still somewhat premature to 
treat this as being synonymous with the 
strengthening of any tendency towards 
reform and the dismantling of apartheid. 
In the almost two and a half years since 
de Klerk ousted Botha, apartheid has lost 
some of Its de jure credent lals leading to 
the abandoning of sanctions against the 
white goveiiiment and its wholly unwar¬ 
ranted admission into international acti 
vities from which it had hitherto been 
banned. But apartheid continues de facto. 
The principle of one person one vote has 
yet to be accepted publicly by de Klerk in 
these two and a half years, wtfich may 
reasonably be presumed to be sufficient 
time for the acceptance by the whites of 
an idea alien to their history 

Looked at purely fioni the angle ol 
preserving white power in adverse cii- 
cumstances de Klerk’s strategic foresight 
cannot be faulted. Having facilitated a 
base lor moderates in the ANC a rift was 
cultivated in the organisation between the 
radicals and the moderates to the latter’s 
advantage. 1 he moderates were then lured 
into a trap of negotiations, at the same 
time pushing them on the defensive 
through a senes ol state-sponsored black 
on black killings. II the unity of black op¬ 
position to apartheid was dismantled by 
the promise of change, this strategy 
necessarily involved a transformation of 
the natuie ol divisions among the whites. 
Divisions among the whites were hitherto 
of a purely internal and subordinate order, 
subsumed by the unity of minority rule 

Fnlislrneni of a segment of the blacks 
and coloureds in the project of retaining 
white power presented an alternative con¬ 
ception of form, leading to a struggle bet¬ 
ween the piagmatisis and the hardliners. 
In the process of walking the tightrope 
between the demands of the ANC 
moderates and the prejudices of the 
hardline whites, de Klerk lelt himself open 
to attack by the latter The referendum, 
announced alter the National Party’s loss 
in a by-election in the Transvaal township 
of Potchestroom seemingly weakened de 
Klerk’s position vis-a vis the conser¬ 
vatives, was an attempt to make the 
strategic choice of the National Party the 
choice of the entire white community. In 
the process by demonstrating his standing 
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in the while community de Klerk has 
strengthened himself in relation to ANC 
moderates who might otherwise have been 
inclined to use his tenuous position in the 
white constituency to hustle him into 
accepting their demands. In addition he 
has forced the ANC, despite its opposition 
to the referendum, to call on its white 
members and sympathisers to vote for the 
National Party. 

What more or less confirms the suspi¬ 
cion that a quick transition to majority 
rule, through negotiations in the Conven 
tion for Democratic South Africa 
(Codesa), is not likely to be immediately 
forthcoming is the racial appeal made by 
the National Parly in the referendum- 
one of Its campaign lines read "If you are 
scared of majority rule vote yes”. The 
party went on to imply that concessions 
extracted at the Codesa ensured group 
rights and protection of white privileges. 
As late as December de Klerk was asser¬ 
ting that an interim government was not 
immediately on the cards and that for the 
next 10 years there would be no substan¬ 
tive change in the political arrangements 

But leaving aside conjectures about 
mala fide intentions there arc compelling 
reasons to believe that the process ol 
negotiations will not be entirely un¬ 
hindered. The security forces are still im¬ 
bued with the idea of unalloyed apartheid 
Further, of the 3.3 million whites, while 
1.8 million voted yes as many as 9,00,0(X), 
presumably from the rural areas, voted 
against and about 6,00,000 abstained 
Even among those who voted yes there 
need be few illusions that the majority 
voted for divesting themselves of powei 

These impediments do have political 
implications lor the future. No doubt the 
blacks have been divided. The Pan 
Africanist Congress sticks to its furrow, 
the ANC has t wo faces, while the Inkatha 
freedom Party has for all practical pur¬ 
poses come to some kind of an agreement 
with the conservative white parties. But 
should the government drag its feet on 
basic reforms the moderate ANC leader 
ship may well be compelled to dilute its 
moderation. 

The National Party's campaign during 
the referendum is likely to have under¬ 
mined the moderates to some extent. Im¬ 
mediately after the results were announc¬ 
ed blacks were slaughtered in trains and 
townships by white forces. The black 
movement has so far shown commendable 
restraint in the face of crude provocation. 
But restraint has only so much tactical 
value and no more and moderation to no 
end IS in the last instance self-defeating 
It IS for the ANC to close its ranks and 
pressurise the government 


TWENTY YEARS AGO 

EPW, March 18, 1972 

The consequences of t he holiday from 
economic policy-making that has now 
stretched over a number of years is to be 
seen most starkly in the Budget for next 
year. If no economic strategy appears to 
inform the fiscal proposals, that is 
because in the year or so since it was 
returned to power the government has 
paid scant attention to evolving one 
The apparently impressive increase in the 
Plan outlay, which is claimed as the 
outstanding feature of the Budget, 
probably emerged as a by-product of the 
finance minister’s arithmetical exercises. 

In each of the three yers of the Fourth 
Plan so far, the budgetary allocations for 
the Plan, modest as they have been, have 
remained substantially unspent. The 
extent of underspending in the current 
year the Finance minister has chosen not 
to disclose, but the Economic Survey 
reveals that in 1969-70 the actual outlay 
on organised industries in the central 
sector fell short of the budgeted Figure 
by almost 26 per cent, the situation 
hardly improved in 1970-71 when the 
shortfall was ol the order of 23 per cent. 
The corresponding shortfall in outlays on 
transport and communications in the 
central sector was 19 per cent and 12 per 
cent, respectively, in the two years 
from the known preoccupations of 
government departments in recent 
months It does not appear that the work 
of project preparation and selection in 
any of these areas is at a stage as to hold 
oul the prospect of efieclive and full use 
of the larger allocations in the Budget 
for 1972-73 

Finally, there is the question of the 
growing slocks of foodgrains, mainly 
wheal, with the Food Corporation of 
India. Both the Economic Survey and the 
finance minister's Budget spieech view 
these slocks essentially in terms of 
storage space, costs and Financial require¬ 
ments of carrying and the subsidy which 
has to be provided by the central govern¬ 
ment, given the present procurement and 
sale prices. Neither seems concerned 
about the possibilities of using the food 
sUKks to support investment, particularly 
III employment-oriented schemes about 
which both are otherwise so enthusiastiL 
Very clearly, after four successful cereal 
harvests, and with a fifth one in the 
offing, the government still has few ideas 
on how to harness this partial success in 
agriculture to quicken the pace of growth 
of the economy and expand employment. 
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THE MARKETS 


Oilseeds: Still Muddling Through 


U P Sharma 

THL downward drill in (he priecs of 
vegetable oils^ edible as well as non-edihle, 
coniinues and Ihc tail since about the begin¬ 
ning of January has been I'airly big—10 per 
cent to 25 per cent depending on the oil 
Significantly, the prices ol all oils exccpiing 
export-based castor oil arc now lower than 
a year ago, the dccitne ranging between 2 per 
cent and 12 per cent (sec table). 

The dcxiine is partly in the nature ot a cor¬ 
rection of the preceding steep rise attribut¬ 
able to the shortage of groundnut oil, drastic 
reduction in edible oil imports, virtual 
suspension of supplies under the public 
distribution system and the presence ol 
speculative elements in an overall infla¬ 
tionary environment Mainly, however, prices 
began to case following the optimistic assess¬ 
ment of rabi crop prospects, rape-mustard 
seed crop being placed anywhere between 65 
lakh and 75 lakh tonnes. More recently, the 
reduction m the sales tax on edible oils (from 
4 per cent to 1 5 per cent) and on vanaspati 
(from 8 per cent to 4 per cent) in the 
Maharashtra state budget also contributed 
to the easier tendency in the market The ta.\ 
rebel is required lo be passed on to con¬ 
sumers and It will greatly help curb 
clandestine activity 

By far the most outstanding aspect of the 
emerging edible oils scenario is the lurthei 
widening of the spread between the prices 
of ihc (wo major oils, groundnut oil and 
mustard oil, to over Rs 9,500 a tonne com¬ 
pared with Ks 6,600 in the beginning of the 
year. This reflects the relative shortage ol the 
picmium groundnut oil and the over 
abundance of mustard oil in relation to the 
known level of consumption Never before 
has the spread between the prices o( the two 
major oils been so very wide in the entire 
history of the vegetable oils economy One 
would have expected the government to take 
prompt corrective action lo rectify this 
serious price distortion lest it adversely 
affects production of rape-mustard seed. 
Complete freedom to use mustard oil in the 
manufacture of vanaspati is about the easiest 
way of rectifying the supply-demand 
imbalance. 

Far from being a matter of concern the 
decline in edible oil prices should be welcom¬ 
ed as the ruling prices are still 25 to 100 per 
cent above the enhanced support prices (or 
oilseeds fixed for the 1991-92 season 
(November-October). The support prices for 
kharif crops (groundnut, sunflower seed and 
soybean) had been raised by Rs 45 to Rs 70 
per quintal (11.2 per cent to 12.8 per cent) 
and now the support prices for rabi oilseeds 
have been stepped up by 11.3 per cent to 11.7 
per cent. The support price for rape-mustard 
seed has been raised from Rs 600 to Rs 670 
and that for safflower seed from Rs 575 to 
Rs 640 per quintal. 


The union agiiculture minister, Balram 
Jakhar, stated the other day that support 
prices had been fixed keeping a balance bet¬ 
ween various ihings including the interna 
lional price siiiialion and the demand-suppiv 
position and iliai these prices would help 
growers obtain a "reasonable margin ol 
profit" Oespiic prospects o) record rabi 
oilseeds ptodiiciion there is little chance ot 
edible oil prices declining to anywhere near 
the revised support prices, domestic produc¬ 
tion continues lo lag way behind the nation's 
growing demand 

The final official estimate has placed 
oilseeds production in 1990-91 at 184 7 lakh 
tonnes This is 6 3 lakh tonnes lower than 
the c.arliet estimate. Replying to starred ques¬ 
tions in parliament (August-September), the 
union agriculture minister Jakhar and later 
the minister of slate for civil supplies and 
public distribution Kamaluddin Ahmed had 
reckoned oilseeds production in 1990-91 at 
191 lakh tonnes Based on this figure the 
domestic supply-demand gap had been 
estimated at 6-7 lakh tonnes. With the 
downward revision of the final estimate, the 
gap would increase by another 6-7 lakh 
tonnes 

Tdible oil imports till August had been of¬ 
ficially meniioiied at 90,000 tonnes only 
Allowing for additional imports duiing 
September and October against outsianding 
commitments, total imports during 1990 91 
could not have exceeded I 5 lakh tonnes, 
leaving a huge supply-demand gap un¬ 
covered While foreign exchange has un¬ 
doubtedly been a seve'C constraint on 
augmenting supply through impons, ii 
would not seem unreasonable to presume 
that the government has been reconciled to 
the view that it is belter lo make do with 
domestic supply and pul up with inevitable 
hardship, keeping imports at the barc'i 
minimum to feed the public distribution 
system 

Revision ot crop cslima'es during the 


season till the crop is ready tor haivesting 
IS not uncommon even in advanced coun 
tries which have well developed crop intor- 
maiion systems. But revision of estimates 
when the crop has been harvested and 
marketed and the new season is almost half¬ 
way through IS bound lo be viewed with con¬ 
siderable scepi icisrn The goveiiimenl would 
do well lo explain why ii has had to lower 
Its estimates when the made estimate has 
been revised upward troiii 185 lakh tonnes 
lo 190 lakh tonnes Could it be that the 
downward revision ol oilseeds production in 
1990-91 IS intended to highlight the improved 
pcrformaiue during 1991-9"'' 

Cioing by the revised otiicial csiiinaic ot 
184.7 lakh tonnes, oilseeds production in 
1990-91 shows an incicase ot only 2 4 pci 
cent over the previous recoid production ot 
180.3 lakh tonnes in 19X8-89 whereas the 
area under cultivaiion regisleied an increase 
of 11.2 per cent from 218 9 lakh hectares in 
1988-89 to 243 5 lakh hectares in 1990-91 
Seen in the ccinlexi ol clainis made bv the 
technology mission on oilseeds (set up in 
May 1986) about the role p-layed by it in pro¬ 
viding the much needed bousi ici acceleia 
ting the pace ol scll-reliaiicc and the tairly 
satisfactory inonsoori all through, the 
decline in the yield per hectare from 824 kg 
lo 758.5 kg IS certainly a niatier of great con¬ 
cern bringing into much shaipei tocus the 
basic conslraints on aclmving a major 
breakthrough in oilseeds pioduclion With 
85 pci cent of l he area under oilseeds depen¬ 
dent almost entirely on the unpiediciablc 
raiiilall. the quality ot laud poor, si/c of 
farms small and inlrasiructiii al facilities foi 
assured supply ot requisite inputs at the right 
time giosslv in idequale, it would be wishlul 
HI cxpeci a major t>i akihrough in 
production 

The cmly leassuring aspect ol the other¬ 
wise disappointing pioduclion irciui is the 
increase in ihe production ot rape-miisiard 
sc'cd, soybean and sunnowet s-.ixj thci: coi i- 
bincd prodiic' loii having gone up liom 62,9 
lakh tonnes to 84 6 lakh loniics (up 34 5 tier 
cent) Ciroundniit production during this 
period registered a decline of 20 4 lakh 
tonnes The most disconcerting aspect of the 
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governinent’!i management of the vegetable 
oils economy is the failure to fully exploit 
the oil poiential Irom the already existing 
oil bearing/nalerials which could easily yield 
an additional 5-6 lakh tonnes ot oil 
Since each oil has us own supply-demand 
equation because ol differing regional con¬ 
sumer preteieiues it is diflic tilt to establish 
any meaningful lelationship between the 
prices of diffeicni oils and the overall supply 
Only blending ol diftereni edible oils can 
help bung down the piicc dillcrentials. 
While blending will not by iiscif add lo the 
aggiegaie supply ii will eetlainly help con¬ 
sumer acceptance of non conventional oils 

COMPAlNlEcS 

Reliance Merger 

W'HAI may be the terms ol the proposed 
mcrgei ol Reliance [Vlrochemicals (RIM ) 
with Reliance Indusines (Rll )' The ques¬ 
tion may appeal out ol place, as the boards 
ol directors ol the two companies, meeting 
in Bombay on I cbruary 28 and deciding to 
merge, have set the terms already at one Rll 
equity share in exchange loi 10 RIM shaics 
But a report published otilv 12 days prior 
to the board meetings which seemed ,i 
blueprint ol the merger proposal had men 
lioned that the equity ratio foi amalga- 
maliitg the companies would be i |2 And 
in last August, on the olhei hand, it was 
believed Ifie i.ilio could be as low as 1 b .iiu! 
Ill lavour iiioie ol RIM sharcholdcis 
That was alter the Reliance gioup head, 
Dliiitibhai Ainbani, had tnoolcd the mergei 
proposal at RfM’s annual general ineeliiig 
fhal iiieiiiiig paved the wav in last lor the 
mergci, as it wav tailed also lo |iass the 
rcsoliirmns pie|)Oiiiiig conversion ol parts ‘,1V 
and ^ ol RlM’s conveilible debentures 
amounting lo Rs 563 eri>re at a piinninn, 
and foi issue at pai (>• Rs 5() crore equity 
lo Rll and convctsioii of Rll’s unsecured 
loan lo Rl*l ol Rs ‘•0 cioie 

Against this batkground ihereloie, itu 
question rem,iins land it is tunig fiollv 
debated m stock maikcl cmlcs also) what 
may be the lei ins I mall v on w hich k II w ill 
be absorbing RBI > Ahhongh the boards ol 
both companies have de,.ided on ,i 1 lo latio 
of exchange ol eqiiiiv lot the mcrgei, tins 
IS subject lo the approv.il ol the stiarc'ioldcis 
and the court’s acceptance liiiiher toi legal 
sanction 

(icncral body meetings ate expected to be 
called xoon to raiily the proposed lalio lor 
the merger ol the conqianics Hut me 
shareholders can be bargaining lor nio'c, 
both ways, f’ai nculailv RfM's sharcholdiTs, 
since then company is to lose its scpat.iic 
idciililv RBI's sharcholdcis luinibn inort 
at 23 lakh compared with Rll's 16 lakh 
There is a sound basis lot a better lalio 
lor the merger ol RBI with R II , No doubt, 
the boards t>t the companies decided <vn a 
1.10 ratio in exchange i>f Rll.’s equity foi 
RBL’s sh.ires alter three linns c>l chaiteied 
accounlanis--S B Billnnonu and Co. 


W hile blending has much lo commend it, 
there is little to be gamed by blending im¬ 
ported palmolein with any other indigenous 
oil as It has already acquired ready accep¬ 
tance Imported oil is cheap and it should 
be released only through the PDS which re 
quires it> be streamlined and made need- 
based The stipulation that only specilied 
agencies will be permitted lo blend edible 
oils and these oils shall not be sold in loose 
loim bui 111 sealed packages weighing nol 
more than 5 kg bearing Agmark ceilitica 
lion IS welcome as ii will minimise sale ol 
adulterated oils bs unsetupiilous clenieiils 
in the trade 


C t Choksi and < o and llanbhakli and 
Sons—had recommended it Iriie, RBI. lan 
into tioiible a year .liter ii went public with 
a Rs 593 ciote coiiveilible debenture issues 
and. against a virinallv loan tree project as 
It was conceived, h.rd inn up a debt ol Rs 
428 crore to the linancial instilutions bv 
Aiigusi l‘WI Because ol delav s in implemen- 
l.ilioii and billowing the devaluation of the 
iiipce, the cosi ol RIM's prc>|ec'ls shot up 
from the original estimate bv a maigin ol 
Rs l.tKKlc'iore to Rs l,7(K)crore With lli.il 
il lequiied siill nioie liinds loi inveslmeiil, 
bilore II could e.iiii aiiv leliiiii on invest 
mem Absoijilion bv Rll was the onlv way 
RIM coiild be s.iUagecI 

But wlien established, RIM was decidedly 
set lip as a sepaiatc eiililv by the Reliance 
nianagemeni, lailiei than as a divisicin ol the 
exisiing Rll flu MRIB and licensing 
lestiiclioiis as were existing tout yeaisback 
would h.ive come in die wav ol the manage 
mem’s laknig up .i grassroois pelroclicmicals 
pioicct, except as a scparalc venture ol dit 
Icieni ideiiliiv and public owtieisliip 
Moieovei, Rll itsdl was in a loiigb paicli 
ai llie time 

\\ hile there weie compelling reasons loi 
csi.iblishiiig RBI , IIS ■ osi overrun due lo 
dclavs in iinplemenling its jiioiecis w.is 
liirlliei compounded In the m.inageinem's 
oiiimg loi iiKieasec m ns proposed piodiic 
I'vc capacities, allei the govei nnicni m 1989 
ai'iuniiiced niiiiiniinii econoinic scales loi 
pel roc hemic,ils .'tiiong olliei iiidiistnes 
1 he maiiagemciil decided lo increase the 
Mbr. c.ip.icily Inviii 6l).(K)() lo l.(K),(8H» 
loiines pel aiiimni and HDBl Ircmi ‘'O.IKK) 
to I.WI.IHK) ipa Bc-side-.. KIM bad projeeled 
a 1 IKt.lKK' U.nnes B\( capacity 

I he oionnal (iii'ic^Moiis ol ihe comples 
vveie ol Its being Inlb operailonal wnhin 24 
nionihs cil the conipaiiv’s making Us capilal 
issue 'o tbe public in Sepiember B>88 
However, the 5'! t> pi.ml came on sIkmiii 
tnilv lalei last yeai and llie BV( plain 
lolli'wed eailv this vear Bhase I ol the 
HI>IM pl.ini IS HI be re.idy ihis iiioiiih 

li.is ciac kc'i loi the (iiojec 1 w Inch Rll is 
selling lip al lla/iia has also increased in 
cosi bom Iss 8(X) crore lo Rs l,3tX), crore. 


while il is believed Ihe cost will amount in 
the end to Rs 2,000 crore. RIL’s issue of 
Rs 858 crore of debentures in January this 
year was towards meeting the cracker’s cost. 
There were apprehensions that Ihe rights 
issue might nol be subscribed fully. Il was, 
however, oversubscribed, and with IS per 
cent retention of excess subscription, yielded 
Rs 987_crore for RIL’s coffers. The amount 
actually subscribed for was said to have 
grossed as much as Rs 2,000 crore. 

if this showed RIL was back in the 
reckoning again, with Ihe proposed merger 
of RPL, It IS to swell to a mega size com¬ 
pany, with assets of Rs 5,000 crore, sales of 
Rs 4,5(X) crore, net worth of Rs 2,500 crore 
and with a debt-equity ratio of as little 
as 0 8 I 

RPl’s higli depreciation claims on huge 
investments will yield lor RIL an income tax 
shield up to the year 1997, besides the big 
advantage ol dclerenee of payment of sales 
tas collections for a period of 14 years under 
an .ngreement with the government of 
(mjiirat 

As RBI IS now ready with us projects, the 
above benefits lo Rll ovei a period of time 
w ill start lo accrue almost immediately after 
the merger RBI , however, is in no position 
to take over Rll , as it is much strained 
liriancially. Il must sink ilscll into RIL with 
the proposed mfrgcr. But as it goes down 
as an underdog, us shareholders expect to 
gel a belter deal on the merger ol their 
company 

NOCIL 

Hit by Cost Escalation 

IMI cost squeeze on Reliance Peiro- 
cheniicals is nol an exception Companies 
as a rule ate siilleimg Irom cost inflation 
and National Organic C hemical Industries’ 
lesiilis for 1990 91 show this The company, 
like RBI . IS implementing a major pro¬ 
gramme ol reiiovaiion-cum modernisation 
whose cost, because ol dclavs in sanctions 
.11 dillereiii levels, has now increased by three 
limes lioin the oiiginal estimate of Rs 1.300 
ctoie to Rs 4,(I(K) crore 

On coming into production now RBL will 
supplement Nt)C II with production of PVC 
and also the latter coinpaiiy’s downstream 
unit Biilvoretiiis Industries (BIL) with pro¬ 
duction ol high density polyethylene. PIL 
IS dependent on NOCTL lor the supply of 
ethylene and is constrained m its production 
ol HDPL due to the dcldy m h^OC’lLs ex¬ 
pansion However. PIL ha4 drawn up other 
expansion plans, while lor the proposcd<x- 
pansion ol HDPL capacil/ to 1,50.000 
tonnes per annum it has sought allcrnaiivc 
avenues of supply ol ethylene from the 
government 

fhe directors ol NOCTI recall in their 
report that in Ihe wake of the (lulf crisis in 
1990 petroleum product prices were increas¬ 
ed 25 per cent with cficct from October 15 
bv the govetmneni and, with the increase in 
the price ol naphtha from Rs 3,560 lo 
Rs 4,430 pci tonne, input costs increased all 
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round. Electricity rates as they were revised 
upwards led to an increase in cost during the 
year of 33 paise (24 per cent) per KWH. 
With the price hike in petroleum products, 
the company also increased its selling prices. 
But while this yielded an increase in sales 
income, profits dropped because of cost 
escalation. 

The company's financial ratios declined 
in all ways, in terms of return on sales and 
return on investment as well as in terms of 
earnings per share. The financial ratios are 
to be seen, however, in the context of NCK'IL 
operating still with a plant which it set up 
nearly three decades ago. Its renovation and 
modernisation for which now environment 
clearance has been received will change 
NfXriL’s complexion in a very big way, while 
it is to result also in a substantial increase 
in production capacity. 

It is due to these prospects that, despite 
the present restraints, the company’s equity 
share is currently quoted at a pnce-carnings 


ratio of 27.94 in terms of the 1990-91 results. 

The 1990-91 results were affected, on the 
other hand, by a major breakdown of the 
cracked gas compressor in August 1990, as 
it led to all the plants being shut down for 
four weeks and to the year's overall produc¬ 
tion falling below the budgeted level. Pro¬ 
duction of petrochemicals which in 1989-90 
had exceeded the installed capacity of 
2,98,<>(X) tonnes at .1,02,660 tonnes was down 
in 1990-91 to 2.90,008 tonnes and so also 
turnover from 1,79,9.S9 tonnes to 1,72,863 
tonnes. 

Turnover in value amounted still more to 
Rs 344.24 crore in 1990-91 compared to 
Rs 325.25 crore in 1989-90 1 hat was due to 
a price rise in products lollowing the hike 
in petro product prices. The 25 per cent hike 
by the government resulted in the cost of raw 
material naphtha consumed by the company 
rising from Rs 103 42 crore to Rs 110.75 
crore even as the quantity used was less at 
2,76,800 tonnes csiinpaied to 2,89,231 tonnes 
in 1989-90 


Thr Companies 


(Ri lakh/ 


_ NOC 11__Pll Unichem lab 

Financial Indicators March March March March March March 

1991 1990 1991 1990 1991 1990 
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Dividends 

l.iahilifies 'assets 
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PIL 

New Projects 

THE cost position ol PIL as a downstream 
unit IS different from NO( II's, with power 
and fuel consumed no doubt showing a 
marked rise from Rs 1,066.63 lakh to 
Rs 1,282 25 lakh, but other expenses such as 
freight’, forwaiding and selling expense’s and 
commission and discount recording in 
creases, the lormei from Rs 430.28 lakh to 
Rs 513 80 lakh, and the latter Iroin Rs 322.81 
lakh to Rs 392.08 lakh. 

NOCTL’s one-month-long plant shutdown 
affected production ol HDPL which was 
lower at .34,115 tonnes against 34,384 tonnes 
in 1989-90 Net sales realisations weic. 
however, higher at Rs 22,506 lakh againsi 
Rs 18,253 lakh previouslv even as prodiic 
tion ol rubber chemicals also declined Irom 
7,236 tonnes to 6,199 tomicv and piolls in¬ 
creased right to the pre-tax stage to a figure 
ol Rs 2,946 lakh against Rs 2,739 lakh 
previously. But with lax provision increas 
ing Irom Rs925 lakh to Rs 1,340 lakh, profit 
after lax declined from Rs 1,814 lakh to 
Rs 1,606 lakh 

Against NOCTl’s delayed renovation and 
modelnisaiioii plan, the govei nmeni rc’opeii 
ed Pll’s proposal ol expansion of HDPI 
plant Irom the present '0,000 tonnes lo 
1,.50,000 lonnes'lo examine possible alter¬ 
native sources of supply ol ethylene and the 
company was granted a heating b\ the 
MRTP commission during the yeai The 
esrmpany is laving a pipeline linking I PC I's 
Nagothanc complex with its main plant on 
Thane-Belapur Road 

Meanwhile, the company is going ahead 
with a host ol olhei projevts, identifying the 
required technology and signing loreign col 
laboratioiis loi them Thevare chlorinated 
polvethylene, ethylene propy lene monomer 
and ethylene propylene dienc: alloys, blends 
and sandwich ol polymers and elastomers, 
polyacetal polyacetal pioccssed products, 
aniline and its derivatives; tiibber chemicals 
and intermediates, sodium bisulphide, 
specialised giadeslil HDPL and ultra high 
moleculat weight grade PL and Piliric-wax 

I he prcvjects loi the manufacture ol 
polyacetals, aniline and rubbei chemicals 
and intermediates arc lo be established at 
Bharuch hi Ciujaral, chloiinaled polv- 
eihylene, elhvlene propsIciie monomei- 
elhvlene piopylenc diene monomore. besides 
HDPL expansion and Piling-wax, at the 
existing plant on Tlvane-Helapur Road and 
so also sodium bisulphide at the lubbei 
chemicals plant at the same place, and 
alloys, blends and sandwich of polymers and 
elasiomeis, besides proce.ssed polyaceial pro 
ducts, at the plant in Akola 

UNIC HLM 1 ABORAIORILS 

Turn for Better 

RETURN to prolils irerm a position ol loss 
and payment ol a much higher dividend ol 
Rs 2 50 per share are the leatuies i)l 
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Unichem Ijiboraloncs’ I'inancial results tor 
the year ended March SI, 1991. Unichem 
went through, as the directors mention in 
their report, "Irving times", alter the ban on 
a maioi product in 1988 The company in¬ 
curred a loss ol Rs 2i 16 lakh in 1989-9(), 
which together with Rs 5 60 lakh of short 
provision of expenses ol earlier years 
amounted to a debit of Rs 28 76 lakhs to set 
which oM and to provide for a modest disi 
dend of one rupee to the shareholders an 
amount ol Rs 41 IS lakh was transferred 
Ironi general reserve 
Gross sales also declined trom Rs 6,454 21 
lakh to Rs S,046 70 lakh in 1989-90 Bui 
1990-91 witnessed a dramatic turnaround 
with the companv coming into the black 

IN IMI- C AFI fAI MARkl T 


Jenson & Nicholson 

JLNSON Si NICHGI SON (INDIA) is 
calling on iis shareholders for funds to 
finance an ongoing modcrnisation-cum- 
expansion ptogramme foi the selling up 
ol a totally automated liquid paints plant 
at Sikandrabad, UP the company is 
issuing fully convertible debentures of 
Rs 60 each in a ratio ol 1.2 to share 
holders lor a total amount of Rs 7.09 
crore The company has also announced 
a 1 2 bonus issue The rights issue is open 
lor subscription lot which March 28 is 
the closing date I he new plant ol 9.(KX) 
tonnes per annum capacity is slated foi 
commercial production in March 1991 
f he programme ol mixJernisation coveis 
improving of efliciency in the existing 
unils numbeiing 28 and located in dil- 
leient parts ol the country A good pan 
(Rs 4 crore) ol the capital issue is to be 
utilised uswards augmenting working 
capital tunds Jenson & Nicholson is 
among leading paints manufactuiing 
companies, while it leads in powder 
coaling ol siirtaecs with a .1^ per cent 
share ol the market The company ex 
peels Its turnover to gross Rs 100 cioie 
this year closing in March, while it has 
projected Rs 10-11 earnings per share on 
share capital increased by convertible 
debentures issue to Rs .1 crore With the 
Rs 50 premium per share lor the convei 
stem, the issue will . agmenl the reserves 
to R.s l.f crore Invesimeni in the last 
seven years in plant and machinery alone 
amounts to Rs 12 crore Besides paints, 
the company is engaged in the inanulac 
lure of in motion weighing systems and 
process control equipment luilher to a 
technical agreement it signed with ( arl 
Schenck A(i of ticrmany and has hv now 
captured 65 jx-r cent ol the market It has 
also diversified into leasehold Imancing 
Paints yield 89 per cent of sales income, 
industrial eleclronics 8 pet cent and other 
business .1 pei cent lenson Si Nicholson 
has entered into a technology agreernenl 


once again and declaring a higher dividend 
to shareholdei s, after it had been reduced 
successively lor two years. The direclois 
explain the luin for the better as lollows 
“Besides consolidating and sirengthemng us 
domestic market operations as the manage¬ 
ment rc-viewed the situation, the company 
decided to emphasise the bulk drugs 
business and exports as the major thrust 
areas 1 he company piomoicd two com 
panics, M/, Unichem I spoils Prouic, to 
catei to exports to leap beiicliis ol the 
changed economic (xrlicv ol the goseriimeiil, 
and Uiiiseaich Private to coiiccnliaic on 
research-based products ol I 'nichem as well 
as those ol others" 

Bulk drugs licensed cap.icils iccoulcd an 


with Societe Francaise Diico ol I lance 
lor powdei and other high perloimancc 
paints coating It has a technical col 
laboralion with Kaloii pic ol ihe I IK loi 
the manulacturc of copolymci emulsions 
in plastic emul.sion paints ReceriiK it 
signed up a technical ugreemeni with 
Sico ol Canada for the tinting systems 

Kunslstoffe Industries 

KUNSTSTOFFfc INDUS! RIFS lormci 
ly Wcsiein I easing, promoted by Pracm 
V Sheth with such companies as Bharat 
Ptpes and Fittings and PVI) Plasi Mould 
Industries under his bell, is selling up at 
Daman m Gujarat a project tor rpaini 
laclurc ol large diameter pressure and 
non-pressure FIDPL prpes and HDPF./PP 
tanks and vessels Ihe Rs 14 crore pro 
jeci, in collaboration with Iroisdoilcr 
Bau Und Kunstsiollc (B.AIJKU) ol 
Germany, is to be financed 50^0 with 
equity lunds and institutional loans 
BAUKU will supply the main plant, 
which IS to cost Rs6 1l crorc I he com 
pany also proposes to tmpon its rc- 
qiiirements ot the raw maierial HOP! 
Irom Soirtli Kcnca, the US and Saudi 
.Aiabia Ihe Rs 7 croreeqiiits comjKUieril 
(>l the pioiect our lay is to ccwei pro 
motels' coritribiition ol Rs 2 8 crore, 
while the coni|-iany is issuing Rs .1 5 crorc 
ol share cjpiial and ollermg Rs I 8 crorc 
ol II loi siibsc riplion to the public The 
lists lor subsetiplioii are 0 |)ening on 
Maich 26 and will close the earliest on 
Maicli 10 l ire company has projected 
Utilisation ol capacity at 41 jier cent, 55 
per cent and 65 per cent tor the years 
1992 91, 1991-94 and 1994 95 and is ex 
peeling to earn piolits correspondingly 
ol Rs 45 lakh, Rs I 5 cioie and Rs 2 5 

Kuku IVlotor Finance 

KUKU MOIOR FINANC E COM- 
PAM liom New Delhi is making a 
share capital issue of Rs 2.5 crore— 


increase from 9,08,038 kgs to 10,28,038 kgs, 
though installed capacity was still the same 
at 2,88,821 kgs. But while prcxluction 
amounted to only 2,73,706 kgs against 
2,98,509 kgs previously, the goods sold in¬ 
creased in quantity from 2,15,473 kgs to 
2,39,282 kgs and in yaluc from Rs 693.64 
lakh to Rs 906.98 lakh. Tablets and capsules 
were another product group showing an im¬ 
provement, in quantity from 7,886 lakh to 
9,206 lakh and in value from Rs 2,947.67 
lakh to Rs .1,514 48 lakh. Export of goods 
calculated on lob basis showed an increase 
trom Rs 843 92 lakh to Rs 1.412.51 lakh, 
while the amount exjx'nded on raw material 
imports, besides on travel abroad, increased 
Irom Rs 343 56 lakh to Rs 591 75 lakh. 


Rs 1.95 crore to the public—agatnst Rs 
75 lakh existing paid-up capital on its 
books The lists of subscrtptton for the 
public issue are opening on March 23 
and to close at the earliest on March 
26 The capital issue is towards diver¬ 
sification of iinance business, from 
equipment and machinery leasing and 
hire purchase of commercial vehicles 
to hire purchase of consumer durables 
like TV sets, refrigerators and aircon- 
ditioners. Diversification of business 
now proposed is to involve funds of the 
order of Rs 11.60 crore In addition to 
the present capital issue which will 
raise Ihe |iaid-up share capital to Ihe 
amount authorised of Rs 3.25 crore, 
the company expects to meet the re¬ 
quirement of funds with bank 
borrowings 

Aruna Sugars 

ARUNA SUGAR.S AND ENTER¬ 
PRISES ranks among the largest sugar 
lactones m the coiintrv w iih a crushing 
capacity of 5,000 tonnes per day It is ad¬ 
ding another crusliing mill at a cost of 
Rs 4 8 crore to its existing plant It is also 
diversifying into hotels having taken on 
in the year 1990 a Rs 9 36 crorc executive 
class de luxe hotel project in Madras 
under an operations-cum-markeling ser¬ 
vices agreement with Choice Flotels Ig- 
tcrnational of the US. reputedly the 
world’s largest hotel chain The hotel pro¬ 
ject IS nearing completioo now As it is 
expected to be ready by the middle of this 
year, the company js issuing 19.32 lakh 
equity shares of Rs 10 ifach at a premium 
of Rs 25 per share for an aggregate 
amount of Rs ^.76 crore. It has offered 
18.40 lakh shgres on a rights basis for 
subscription to the shareholders which is 
scheduled to close on March 26. The 
balance ol the issue is reserved for 
subscription by the employees and direc¬ 
tors of the company. The hotel project 
has entailed an outlay of Rs 15.41 crorc 
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Variation (per ceni) 



Index Numben of Whoiesalr Prices 


Latest 

Over 

Over 

Over 





(1981-82 > 100) 

Weight 

Week 

Last 

Last 

March 

In 

In 

In 

In 


8-2-92 

Month 

Year 

31, 1991 

90-91 ' • 

89 90 

88-89 

87-88 

All Commodities 

100.0 

214 4 

0,4 

II 8 

II 8 

10 3 

74 

7.5 

82 

Primary Articles 

32.3 

228 7 

0.2 

16 3 

170 

12 8 

2 5 

46 

II 7 

Food Articles 

17.4 

253.0 

0.6 

18 5 

20 0 

12 3 

I 1 

99 

8!. 

Non-food Ariicles 

lO.I 

241.5 

1 7 

15 3 

14 7 

17.0 

3.8 

-17 

21 s 

Fuel, Power, Light and Lubricants 

10 7 

208 6 

— 

II 2 

10 6 

12 1 

40 

5.6 

2 - 

Manufactured Products 

57 0 

207 4 

0 6 

9 3 

90 

8 3 

II 2 

94 

78 






Vanalion (per cent) 



Cost of Living Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

in 

In 

In 




Month 

Year 

1991 

1990 91 

1989-90 

88-89 

87-88 

Industrial Workers 1982 - 100 

225'- 

— 

13.1 

II 9 

11 2 

6 5 

'^1. 

90 

Urban Non-Manual Employee". 1984-85 - 100 

1H5'" 

0 5 

14 2 

9 5 

II 0 

69 

8.2 

7 9 

Agrtcultural Labourers July 60 to 

990"’ 

1 5 

23 1 

15.4 

7 5 

3 2 

II 4 

12 5 

June 61 100 













Variation (per ceni in 

brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 




In 


Week 

Last 

Last March .31, 

In 

In 

In 



(7 2 <J2) 

Month 

Year 

1991 

90-91 

89-90 

88-89 

87-88 

Money Supply (M,) 

Rs crore 

3,OX.995 

3,855 

48,469 

43,559 

34.300 

28,571 

22.027 

22,295 



(1-3) 

(18 6) 

(16 4) 

(5 6) 

(18 1) 

(15 7) 

118 8) 

Net Bank Credit to Government Sector 

Rs crore 

1,65,082 

965 

26,630 

24,883 

21,778 

12.715 

12,811 

12.776 

Bank Credit to Commercial Sector 

Rs crore 

1,83,677 

2,147 

19,152 

10,530 

19,552 

20,531 

12,389 

11,294 

Net Foreign Lxch Assets of Banking Sector 

Rs crore 

15,325 

561 

6,251 

6,759 

1.429 

637 

682 

1,314 

Deposits of Scheduled Commercial Banks 

Rs croic 

2.2.3,922 

2.997 

36.877 

32,733 

24.230 

22,041 

15.321 

17.320 



(1.4) 

(19 7) 

(17 1) 

(14 5) 

(18 7) 

(14 9) 

(20 3) 

foreign Exchange Assets 

Rs crore 

10.188 

565 

5..391 

5,8(K) 

1,710 

6(X) 

508 

604 




(5.9) 

(112 4) 

(1-32 2) 

( -30 0) 

( 9 5) 

(-66) 

(8.6) 

Index Numbers of InduNtrial 

Weight 

Latest 








Production 


Month 

Averages foi 


Variation ([H'l ceni) 


(1980-81 = 100) 


duly 91) 



In 

In 

In 

In 

In 




1991-92 

1990-91 

1990 91 

1989-90 

1988-89 

l9H7-8g 

1986 87 

('■eneral Index 

100.0 

203 2 

199 8 

201 3 

K 4 

86 

8 7 

7 ) 

9.1 

Mining and Quarrying 

II 5 

200 0 

208 4 

211 1 

^ s 

6 3 

7 9 

3 8 

6.2 

Manufacturing 

77 1 

196 8 

192 1 

195 7 

9 2 

8 b 

8 7 

7 9 

9 3 

Eiectricily 

II 4 

249 5 

243 8 

229 4 

8 6 

10 8 

9 5 

7.7 

10 3 

Basic Industries 

39.4 

NA 

NA 

NA 

4 3 

5 4 

99 

56 

92 

Capital Goods Industries 

16.4 

N A 

NA 

NA 

21 9 

22.4 

7 0 

15 9 

18 2 

Intermediate Goods Industries 

20 5 

NA 

NA 

NA 

5 6 

4 3 

11.5 

4 8 

4 4 

Consumer Goods Industries 

23.6 

NA 

NA 

NA 

NA 

6 3 

4 2 

65 

7.1 

Durable Goodb 

2 6 

NA 

NA 

NA 

10 9 

1 7 

12 (' 

7 8 

18.9 

Non-Durable Goods 

21 0 

NA 

NA 

NA 

S 2 

7.5 

2 s 

6 2 

49 

Foreign Trade 

Unit 

l.alesi 

C niniilalisc for* 








Month 



In 

In 

In 

In 

In 



(Dec 91) 

1991 92 

1990 91 

1990-91 

1989 90 

1988 89 

1987-88 

1986-87 

Export 

Rs crore 

4,01 

30.332 

23.218 

U.52; 

27,681 

20.2.32 

15,674 

12,452 





(17 5) 

(36 8) 

(29 1) 

(25.9) 

(14.3) 

Import 

Rs crore 

4,661 

34,238 

31,763 

43,171 

35.416 

28,235 

22.244 

20,096 






(21 9) 

(25 4) 

(26.9) 

(10 7) 

( 2.2) 

Balance of Trade 

Rs crore 

646 

3.906 

, H.S4S 

8,545 

-■’,735 

8,003 

6.570 

-7,644 

Employment Exchange Statinlics 

Unit 

1 aicsi 

( iimulalivc for* 








Month 



In 

In 

In 

In 

in 



July 

1991 

1990 

1990 

1989 

1988 

1987 

1986 

Number of Applicants on Live Register 










as at end of f^riod 

Thousand 

35,580 

35.580 

34.098 

34,632 

32.776 

30,050 

30,247 

30.131 

Number of Registrations 

Thousand 

784 

3.543 

3,912 

6.541 

6.576 

5,%3 

5,465 

5.535 

Number of Vacancies Notified 

Thousand 

43 

2% 

294 

530 

600 

543 

621 

623 

Number of Placements 

Thousand 

25 

155 

169 

284 

289 

329 

360 

351 

Income 

Unit 

1990 91 

1989-90 

1988-89 

1987-88 

1986 87 

1985-86 

1984-85 

1983-84 

Gross Domestic Product (current prices) 

Rs crore 

4,72,599 

4,01,569 

3.51,724 

2,94.266 

2.59,055 

2,33,476 

2.08.577 

1,868,723 

Gross Domestic Product (1980-81 prices) 

Rs crore 

2,10,477 

1,99,329 

1,87.725 

1,70,041 

1,62,711 

1,56,600 

1,50,469 

1.44.865 

Per Capita Income (1980-81 prices) 

Rupees 

2,227 

2,148 

2,078 

1,903 

1.866 

1,842 

1,811 

1,787 

1 • For current year upto latest month for which data are available and for corresponding period ol Iasi year 



•• Excluding gold and SDRs + Upto latest month 

or which daia are available 

NA Nut 

available 




+ Provisional data. @ Quick estimates 










Notes’ (1) Superscript numeral denotes month to which figure relates, c g. supcrsciipi' indicates that the ligure is for Januai> and so vin 

(2) figures in brackets denote perceniage sanation o.ci pievious period 
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POIJC^ W4Tf:H 


About Bargaining, Expectations and 
Maybe Worse 

j>i 

The 1992-93 Budfici, \\hich has been greeted by the media with 
near euphoria, is probably the most irresponsible budget ever 
presented in independent India. And this stupendous free luneh is 
offered through the deviee entiiely of supposed reactions in the 
stock niaiket and to the new gold schemes and the partial 
eonvertibilits of the rupee. 


A SIORV cutrcnlly the rouniK iii 

New Delhi eoiieeins the novetnineiil’s el 
iorts to wiiii NRIs and MNC s Apparciil 
ly, at Diie ol the seveial such meetings 
recentlv. the minister ol stale lot com 
mcae had senioi loicign businessmen 
stunned, and many ol them reaching lor 
their cheque books, with the announce¬ 
ment ol certain key policy changes relating 
to foreign investineni whish he claimed 
had been cleared by the prime ministei 
himsell lor that very meeting Unloi 
tunately, the niinisier spoilt it all in his 
eagerness to please with his very next 
sentence whu h promised that even bettei 
leinis would be announced within six 
months Immediately, the cheque books 
weie all duly back in the respective 
pockets, and thioughout the test c)l the 
meeting it was the businessmen who lec¬ 
tured the minister on what liiruie cesnees 
sioris were necessary 

Ol couise, this story may be exag 
geiated and the rniiiisier concerned 
wiongly identilied In any case, the lesson 
usually drawn Irom it, that the govern 
meni is making unnecessaiy concessions 
to loreigners, though probably correct, is 
also nty| the really important one The 
ciucial reyelalion, if the story is indeed 
true, IS that the goceinineni at'peais lc> be 
totally clueless abcrui eleineniaiy piin- 
ciples c>l good baigainmg and ol the im¬ 
portance ol expectations in eliciting 
desired nioyenients in asset maikets In 
partrculai, the minister in the story was 
wrong not so much itt making coiices 
sioris. given his government’s obvious 
priority to attract loreign investment, but 
in forgetting the simple truth that such iii- 
vesiment will start Howing in, il at all. 
only when investors are convinced that 
even better terms are unlikely to be wcui 
m the future And, although the story 
Itself IS incidental, it is iinlorlunaiely all 
too indicative of the poor approach to 
bargaining by the present government, 
and the almost complete obliviouspess on 


the part ol its key personalities to the 
adverse expeclational consequences of 
then siaieinents and acts 

1 he basic lessons of Ciame 1 heory are 
that the outcome of any bargain depends 
essciiirally on the fall-back positions of 
the contenders and upon their ability to 
lorm mutually beneficial coalitions il 
more than two players arc involved, and 
that II IS crucial while planning moves 
ahead to signal credible ihreats wiihout 
necessarily revealing one’s hand And 
nowhere have these basic lessons been so 
neglected as in the approach of the present 
government to international economic 
negotiations, whether wiih multinational 
companies, the IMI-World Bank, or iri 
C.AI I 

Being a large country with a high degree 
ol self sulficiency and an attractive 
maikei potential, India's tall-back posi¬ 
tion in international economic negotia¬ 
tions can be bettei than that of almost any 
other developing cciuniry. with the possi¬ 
ble exception of China. It is true of course 
that, as with almost any developing conn 
try, the test ol the world might not lose 
veiy much economically il negotiations 
with India broke down, but India is dif- 
lereni from other developing nations in 
that she too may not lose out loo much 
III the evenl ol an impasse This is an 
important bargaining advantage even it 
the ultimate aim is to ‘globalise’, but for 
It to be so requires the chalking out of an 
alieinative sell reliant strategy and a deler- 
mincd elloii to make this credible even 
though I malls this may not be the prefer¬ 
red option The contrary posture of our 
government, of shouting ‘no alternative’ 
at every conceivable fora and its deliberate 
efforts to ridicule and marginalise those 
who do attempt to point out that alter¬ 
natives exist, IS cine which raises very 
serious misgivings Lither the government 
IS not being truthful about its basic 
econcumc objectives, and these differ sti 
radically from those of its domestic critics 


that il considers them the real adversaries 
rather than foreign agencie.s, or it is just 
plain incompetent. 

Moreover, in a world where despite a 
large degree ol apparent conformity there 
IS clear evidence, as at the Cancun sum¬ 
mit. ol a growing dissatisfaction among 
developing countries with the attitude of 
the North, India’s piosiure can be crucial 
in evolving the coalition necessary for a 
less one-sided world order. Precisely 
because India is peripheral and has less 
to lose than most from a disruption in the 
current pattern of world trade, she can 
more credibly than most other countries 
threaten a deadIcK-k in GATT if only to 
crystallise whatever might be the common 
South position, in order finally to agree 
on a less objectionable treat y than the one 
produced by Dunkel. However, for this 
again, it is necessary that there be a 
resolute attempt to defend certain 
domestic policy options from being pre¬ 
empted by Bank-Fund pressure For exam¬ 
ple, It would carry no credibility at all if 
we sought strengthening of balance of 
payments safeguards in GATT, say to 
justify compulsory licensing, and yet 
bargained away our existing non-tariff 
barriers in order to secure a .Structural 
Adjustment Loan, indeed, a number ol 
concessions have already been made 
domestically, such as the abolition of the 
I’hased Manufacturing Programme last 
October, which ran counter to our stand 
in GATT And, incredibly, such was the 
lack of inter-ministerial co-ordination and 
of strategic thinking that we did not even 
attempt to use this in GATT as a possible 
concession in order to secure a quid pro 
quo in some other clause. 

Such poor bargaining sense is a matter 
loi concern at the best of times, but is par¬ 
ticularly distressing when the country 
laces such difficult problems. One possi¬ 
ble reason tor this is that in the current 
environment of rapid paradigmatic shifts 
in the ruling party and the government, 
no one is really sure any more about 
whether something is a principle worth 
defending or whether it is a shibboleth 
best di.scarded. The other possible reason 
IS of course that, these being bargaining 
situations after all, the other side has 
bested us continuously because they had 
the better overall strategy and also more 
resources to deploy. 

However, even this excuse ol a more 
resourceful opponent does not apply to 
the other failing highlighted in the story 
above—that of misjudging the expccta- 
tional consequences ol government an¬ 
nouncements or actions, particularly ol 


.“iMI 
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those which relate to asset market 
movements. The principle here is that if 
money is to be attracted into a particular 
type of asset from elsewhere by reducing 
its price, the price reduction should be 
seen as final and not tentative, and in no 
event should the impression be given that 
the price will keep flailing if the required 
movement of assets does not immediately 
occur. Failure to follow this precept may 
cause movements in the direction opposite 
to the one desired since the speculative 
motive may come to dominate over con¬ 
siderations of the asset’s intrinsic worth, 
leading to speculative ‘bubbles’ with 
destabilising consequences. Such con¬ 
siderations dictate that even radical 
governments need to be rather conser¬ 
vative in financial matters. Often there 
may be a very good economic case for 
credible and tough prudential controls 
even where a totally uncontrolled market 
may be more efficient when the specula 
live motive is ignored. The point is that 
the possibility of speculation can be ig¬ 
nored only by those who are either 
extremely rich, so that they can ride oui 
any po.ssibie bubble without getting 
bankrupt, or by those who are extremely 
stupid. 

Unfortunately, the present administra¬ 
tion has given indication ot more than its 
fair share of failure to absorb such con¬ 
siderations. And even more depressingly. 
the prudential argument seems to have 
totally escaped some of the country’s best 
micro-economists who are now busy pon¬ 
tificating on macro policy matters with a 
view to buttressing the govcrninerit’s 
ideological position. 

The first example of this was ihc 
devaluation of the rupee m July last, 
designed ostensibly to halt capital flight 
by narrowing the gap between the official 
and the ‘havala’ rate ol the rupee. 
However, the peculiar two stage mannei 
in which It was dune signalled that the 
governmeni would follow the 'havala* rate 
and that there was no particular value ol 
the rupee that it would be willing to 
defend. And this signal was coiupcmnded 
by frequent statements suggesting that the 
government’s ultimate aim was a fully 
convertible rupee Not surprisingly, the 
result was that the ‘havala’ rate devalued 
even more than the official rate, and in¬ 
flationary expectations soared, with 
semblance of stability returning only when 
domestic interest rates were sharply hik¬ 
ed, the IMF stand-by loan agreement 
reached, and most importantly the 
government made a commitment to the 
IMF to defend the nominal effective ex¬ 
change rate and finally denied any intent 
to move quickly towards rupee conver¬ 
tibility. During this entire period, critics 
of the devaluation had focused as much 
on this expectational issue as on its trade 


consequences. But, curiously, they were 
criticised in seminar after seminar for 
being ‘too status Quoist’ by a prominent 
economist whose own work should 
have caused him to examine the role of 
expectations. 

Also amnesty schemes are fast becom¬ 
ing a habit with the government, and these 
too reveal the importance ol expectations. 
For example, t he two amnesty schemes an¬ 
nounced in the July budget brought only 
a trickle of foreign exchange inflows in¬ 
itially because they were widely expected 
to be extended and there were still expec¬ 
tations of further devaluation. But the 
trickle immediately became a flood when 
It was finally made clear that there would 
be no further exien.sion of these particular 
schemes. Unlortunately, in his second 
budget the finance mmistei has rein¬ 
troduced the amnesty provision through 
the gold import and gold bond schemes, 
and since the impression is that these may 
be permanent, the likelihood is that theic 
will not only be greater tax evasion but 
also a reduced flow' ot remittances from 
abroad. The lesson seemingly not learn¬ 
ed IS that while an one iiriie amnesty can 
bring out into white some pari ot the ex 
istmg stock of black money, a permaneiii 
scheme is only an incentive to evade more 
taxes and redirect flows m a paiticulai 
direction, m this case to pre-empt loi gold 
imports some lunds abroad which would 
otherwise have been repatiiatcd offici.illv 
The lesiili could well be the very opposite 
ol what IS desired 

Indeed, this revealed innocence ol the 
possible pitfalls of mteiveiilioiis wtiuli 
rely cssentiallv on influencing asset 
market movenicnts is ihe most wcTrrymg 
thing about the budget picseiitcd on 
Februaiy 2^1 1 he budget, which has lieen 
greeted by the media with near euphoria. 


is in fact probably the most irresponsible 
budget-ever presented in independent 
India. Notwithstanding some welcome 
simplifications in tax schedules, its basic 
thrust IS to benefit the rich while squeez¬ 
ing the poor and reducing investment. 
This is precisely why it has been the ob¬ 
ject of adulation by our greedy and short¬ 
sighted elite. But one rea.sor. why even this 
has been possible is because the govern¬ 
ment has managed to package what is an 
exceedingly soft budget as one which will 
also serve the hard priorities of control¬ 
ling inflation, encouraging exports and 
restoring growth. And this sumptuous free 
lunch IS offered through the device entirely 
ol suppexsed reactions m the stock market 
and to the new gold schemes and the par¬ 
tial convcrtibihiy of the rupee. 

The belief that a booming stock market 
will boost investment even while demand 
IS depressed and loan capital scaicc, is an 
old and seductive idea which however has 
oltcii disappointed cash strapped finance 
ininistcis and chancellors of the exchequer 
111 ihc past. W hat makes the move par¬ 
ticularly worrying in the Indian context 
IS that wealth and capital gains lax breaks 
have been given for stock market invest¬ 
ment at a time when this market is clearly 
over heated The Pfc ratios currently 
observed can be sustained only if expec- 
laiions are such that the Mock price index 
increases at a minimum of 20 per cent per 
annum And since the fundamentals are 
weak, such an expectation can only be 
sustained il ihcre are expectations of high 
gencial iiitJaiion, caused by continuous 
devaluation or otherwise. But if such ex¬ 
pectations arc validated, the demand and 
iredii squeeze will be even greater and 
investment less attractive despite a conti¬ 
nuing stock market boom On the other 
hand, if inflation is brought under con- 
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irol faster than investment rcaners, there 
will be a sttxk market eiash which will kill 
any possibility of this market liiianemg 
massive new invcslmciil and one can also 
bid good-bye to any prospect o( loreign 
portlolio investment The Pb ratios before 
the budget were already very attractive (or 
potential new issues And given curreril 
expectations, it would have been better in 
fact to have increased the wealth or capital 
gams tax on shates to force a technical 
correction m the Pb ratios, (rom where 
lht 7 could have risen again in a more sus 
tamable manner rather than be boosted 
to a high from where further increases can 
occui only il profrelled by pine hype 

Similarly, much is being made o( the 
supposed virtue o( the gold schemes and 
partial coriverlibility m denting the 
‘havala' market and bringing all Hows into 
the open Howevei, the 'havala' rates have 
not fallen and, although 'havala’ iiansae 
tions are said to have declined somewhat, 
most people in the know expect these to 
increase sharply Indeed the amncsiv pro 
vision in the gold schemes, and the luci 
that the paitial convertibility scheme is 
not customs related and gives a better rate 
to capital inOows than current ones, mean 
that the attractiveness ol 'havala' transac¬ 
tions lor underinvoiced funds iv now even 
greater than be lore the budget Also, since 
any diversion away of funds Irom official 
ly declared exports or current iranslers 
will squec/c the govcinmcill's kills (oi 
essential imporis and thus threaten lur 
ihcr iiiriatioii. doubts are already being 
cast on the sustainability of ihc partial 
rtjnverlibiliiy scheme. Moreovet, exiHirlers 
are clearly unhappy with Ihc scheme 
because from then point of view all ihai 
has hapixmcd is a 15 per ceni devaluation 
combined wiih a 6 per cent export lax and 
the complete withdrawal of bxmi scrip 
iK’iiefils- hardly much mccniive to bung 
about Ihc necessary increase iti expoits, 
whatever the claims lo ihis cited 
Rumours aie thcielore already iilc lhai 
lull converlibililv will be announced 
beloie the vear is out And, il so, we will 
have lull Lonverlibilily without eithei 
leducing iiillalionalv expectations oi 
liaving increased expotis, and it does not 
lequiie Uk) much uiiagm.iiion lo guess the 
consequences 

1 hai such an oulcome, unthinkable 
eseii iiuniths ago. is now reallv on Ihc 
cards must be .niributed uliimaiely lo the 
ocdipaiioiial ha/aid thai things cannot 
alwavs be lulls thought through if the 
siruciuial aditistmcni is K)o rapid 
Howevei, ihe Woild Bank's World 
l\’\'elopntfnt Kcpori. IWI recommends 
piecisely such dubious boldness in the 
rapidity ol "relorm" as "especially 
necessary il a government lacks crcdibili- 
iv" Id such a siluaiioii the Bank would 


rather that irreversible changes be carried 
out before the government falls or is 
forced to backtrack, even if the changes 
themselves violate that other cardinal 
lesson highlighted in Ihe same Report— 
that structural adjustment is doomed 
without first restoring macroeconomic 
stability, something which Budget 1992 
with Its yawning gap in Ihc revenue deficit 
has singularly failed to do. 

Surely, neither Ihe prime minister nor 
the finance minister can be willing par¬ 
ties lo such a scheme where they, and the 
interest of their nation, are treated as 
being more dispensable than the policies 
that they are being forced to implement' 
But what if the foreign parties in the cur¬ 
rent economic negotiations are cleverer 
than we think they are, and have influen¬ 


tial friends in media and among govern¬ 
ment and political advisors? Knowing 
the importance of coalitions, they have 
a vested interest in sowing internal 
discord and destroying domestic consen¬ 
sus building lest this docs stow down 
'reforms’. And maybe that is why consen¬ 
sus IS now at a discount, and why con¬ 
structive criticism and normal democratic 
dissent are being portrayed in some sec¬ 
tions of the media almost as if they were 
treasonable acts. If so, is it not imperative 
that Narasimha Rao and Manmohan 
Singh, both of whom are intelligent 
visionaries whose honesty and patriotism 
IS beyond any doubt, take the initiative lo 
confer frankly with precisely those whom 
It might be good political polemics to 
describe as assassins and kalilsl 
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RANDOM REFLECTIONS 


South-South Co-Operation: 
Changing Perspectives 

Anin GhuHh 

In the last 38 years since the concepts of non-alignment and 
economic co-operation among the developing countries were first 
mooted at Bandung in 1954, much water has flowed under the 
bridge; and in the last eight months in particular there has 
occurred in India a very perceptible drift away from the ideals and 
concepts once propounded by Jawaharlal Nehru. The speeches 
made at Caracas in last November by Robert Mugabe of 
Zimbabwe, Mohamad Mahathir of Malaysia and Narasimha Rao 
on behalf of India were most revealing in this context. 


THh concepts of non-alignment, and ol 
economic, co-operalion among the 
developing countries, were first mooted b\ 
Jasvaharlal Nehru at Bandung in 1954, 
and in those heady days, I ito, Soefarno 
and Gamal Abdel Nasser cnthusiasiical- 
Iv took up these ideas as the cornerstones 
ol both foreign policy and foreign 
economic policy for their respective coun¬ 
tries. The NAM goes back to the efforts 
of these four towering per.sonalilies. 

F’erccptions change over time. In the 
last thirty-seven and a half years, much 
water has flowed under the bridge, and 
in the last eight months in particular then' 
has occurred in India a very perceptible 
drift’awny from the ideals and concepis 
once propounded by Jawaharlal Nehru 
Lven though the spokesmen ol the 
government still swear by Mahatma 
Ciandhi and Jawaharlal Nehtu, the 
distance between words and actions has 
been rapidly increasing 

In the above context, perhaps one can 
do no bettei than repioduce parts ol the 
speeches made on November 27. 1991 by 
Robert Mugabe of Zimbabwe, Mohamad 
Mahathir of Malaysia and Narasimha 
Rao on behalf of India at Caracas, for 
good reasons, this piece will be confined 
to extensive quotations from these three 
speeches without any comment, except to 
merely mention by way of introduction, 
(a) Copies of these speeches could be ob¬ 
tained only after considerable effort, from 
a private source. This was after a very 
senior official of ihe ministry of external 
affairs (who had gone to Caracas) told me 
categorically that there was no record ol 
the speeches of Robert Mugabe and 
Mohamad Mahathir <b) The Indian 
public should have an opportunity to read 
at last some relevant extracts from these 
speeches, because the media in India are 
not particularly good in the matter of 
disseminating such news, and Ihe official 
media are adept at merely repeating what 
our political leaders have to say while in¬ 


augurating seminars on such illuminating 
subjects as. for instance, how to rear 
goals 

fro/n the Speech of Robert Mugabe 

“It IS a Loiitradiciion of the basic fun¬ 
damentals ot democracy if democratic 
values arc to be observed at the national 
level while they are being flouted at the 
international level Developed countries 
arecontinuallv manipulating international 
systems to their benefit yet purporting to 
be democratic 

“Where is democracy if it cannot be ap¬ 
plied in the itiiernaiional fora? The South, 
home to 75 per cent ol humanity, has an 
inalienable right to be heard and to con¬ 
tribute to the management of the global 
economy The existence ol a global 
economv, wiihom a eoiresponding global 
mechanism loi its management, is an ex¬ 
treme negation of democratic values. 

“The ciirreti! international economic 
order conrinues tsi asscniuate poverty in 
ihc developing countries and in the en¬ 
vironment Incessant adjustments which 
olten call tor stringent measures 
necessitated by niacro-cconomic im¬ 
balances in the developed countries, con¬ 
tinue to impose unacceptable costs to 
developing countries Over the past 
decade, developing countries have been 
lorced by their economic circumstances to 
accept asymmetrical IMF/World Bank 
conditions for loans and grants, despite 
many sacrifices by Ihc developing coun¬ 
tries, the results have been further condi¬ 
tionality, increased poverty and a depleted 
natural environment as well as im¬ 
poverished social infrastructures. Thus the 
.South now has a reduced capacity for 
developing indigenous human resources 
capable of undertaking the developing 
mission. Despite the economic liberation 
measures undertaken by the developing 
countries, particularly in the field of trade, 
the extent of protectionism in the 
developed countries' markets now costs 


developing countries, according to World 
Bank estimates, S SO to S 100 billion a year 
in lost sales and depressed commodities 
prices. These losses exceed aid flows by 
as much as 50 per cent. 

“In addition, the debt commitments of 
developing countries, as a group, now 
stand at 1.3 trillion dollars or 30 per cent 
of their combined GDP. The burden of 
servicing has at various times ranged from 
2 to 6 per cent of the GDP. I n 1989 alone, 
interest payments amounted to $ 42 billion 
whereas new credit inflows only amounted 
to S 6 billion, thus creating a net outflow 
ol some $ 36 billion Radical and bold 
changes to the structure of debt are re¬ 
quired, particularly measures that will 
reduce the stock of debt and at the same 
lime provide fresh liquidity 

“. Indications are that the slate of 
impasse in Ihc Uruguay Round of Multi¬ 
lateral Trade Negotiations might shortly 
be overcome. However, developing coun¬ 
tries should not acquiesce in results which 
might not serve their economic in¬ 
terests . The South, therefore, must 
resist Ihe arrogant stance taken by the 
Group of 7 in multilateral negotiations 
Let us say ‘No’ to this arrogant attitude; 
‘No’ to the subordination of aH'uur coun¬ 
tries to their whims; and ‘No’ to the reduc¬ 
tion of all of us to nothing but worship¬ 
pers of these economic gods.. 

“Similarly, during the United Nations 
Conference on Environment and Develop¬ 
ment due to be held in Brazil in 1992, the 
G-IS should provide a nucleus around 
which the South will press for an agenda 
which will retleci equity and balance in 
the responsibilities of all nations towards 
the achievement of a sustainable environ¬ 
ment and development. Unctad VIII 
offers yet another opportunity . It is an 
important prerequisite that we build 
linkages which will make the South both 
a political and economic reality in Ihe 
international area . 

From the Speech oj Mahathir Bin 
Mohamad 

“Since the Group of Fifteen was in¬ 
augurated in Kuala Lumpur, in June 1990 
the global situation has continued its 
dramatic evolution. . Lamentably, these 
changes do not all augur well for the 
countries of the developing South. 

“ . Indeed, the new unipolar world is 
fraught with dangets of a return to the old 
dominance of the powerful over the weak. 

“. a New World Order is propounded 
seemingly to legitimise interference in the 
affairs of independent nations. there 
can be no justification for unilateral deci¬ 
sions to meddle in another country’s 
affairs. 

“A part of that New World Order is the 
forceful spread of the religion of 
Democracy and the Free Market, as inter- 
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preted exclusively by seir-proclaimed pro¬ 
phets .. But as with all religions, there 
are many perceptions, definitions and 
interpretations... 

“Threats arc made and conditionalities 
proposed on trade and aid if the Northern 
political and economic model is not strict¬ 
ly adhered to. It does not require a detail¬ 
ed analysis of developments in the Soviet 
Union and Eiastern Europe to realise that 
there is no magic in democracy or the free 
market. They do not make poverty, debt 
and backwardness disappear and they 
certainly do not guarantee stability, a sme 
qua non for a community’s welfare and 
development. 

“.. The international economic system 
is under severe strain . inequities of the 
international economic system have never 
been so stark... aid flows have been 
reduced and debt, poverty, hunger and 
disease in ihe South have spread and 
deepened, furthermore, the preachers of 
free trade and multilateralism have now 
become the biggest heretics. We see this 
in the formation of trade blocs in the 
north, in the impo.sition of national laws 
beyond the borders of the powerful and 
in the discriminatory applications of trade 
restrictions. We see this in the various con¬ 
ditionalities imposed on trade with the 
developed North. We see this in the 
pressures applied and the stands taken at 
multilateral negotiations such as in the 
GATT... 

"Together with ’democracy' and the 
‘free market’ comes the new gospel of the 
‘environment’. We are told that the South 
must curb its aspirations and its approach 
towards development so that mankind, i e, 
the rich North’s enjoyment of the good 
life IS not threatened. Against all accepted 
codes of ethics, the poor are being told, 
and indeed coerced into paying for the 
well-being of the rich. 

"We see the manipulation of the UN 
agencies to impose Northern values on the 
South. . They (the UNDP] have come up 
with a new yardstick known as the 
‘Human Freedom Index’ where a nation's 
Freedom Rating depends on whether 
homo.sexualit y tier ween conseniing adults 
is permuted or not. 

. It should be obvious that the real 
need is to redress the inequities and 
economic distress caused by decades of 
exploitation of the poor by the rich 
Th" wealth and much touted technology 
of the North should be used, not for 
destruction, but for the benefit of all 
peoples, e.spccially for those in want. 

“The new agenda, therefore, should be 
for a ‘Supportive World Order’ where 
decisions which affect the vital interests 
of developing countries are not made by 
a privileged few in total disregard for ihe 
views of the countries concerned . II 
democracy is the sole acceptable political 
creed, let there be democracy also in the 
process of global decision-making. 

“Before the North wags a finger at the 


alleged profligacy of the South it should 
first reduce its own massive budget deficits 
and live within its means. .. They must 
improve savings .and elimi'nate wasteful 
consumption. They must give up subsidies 
and price support for agricultural pro¬ 
ducts and remove protectionist barriers 
that impede access to market for the pro¬ 
duce of developing countries. they must 
learn to be competitive and not blame 
others for economic and other woes 
brought on by their own inadequacies and 
unaffordable standard of living. 

“.. .When they fortify them.scives 
economically behind trade blocs, they 
must accept that others alsahave a right, 
at least, to raise their voices in defence of 
their interests. Yet the East Asians are not 
allowed even to consult each other The 
United Stales rejects and opposes 
vehemently the East Asia Economic 
Caucus or EAEC and demands ihat 
Japan and South Korea dissociate 
themselves from the formation of this 
consultaiive group . 

“Even the global environment is 
being subjected to sectarian pressures and 
interests. We are told that issues involv¬ 
ing global commons, such as the high seas 
outside national juri.sdiclion, and the 
disposal of radioactive wastes cannot be 
included in the ongoing global discussions 
to prepare for UNCED 1992 in Rio. On 
the other hand, the management ol 
forests, often the sole source of wealth to 
the poor, is spotlighted as if proper forest 
management alone will cure all environ¬ 
mental ills. 

“Historically and currently, the North 
is the principaf culprit for global environ¬ 
mental degradation . Pre.sently the rich 
which make up less than 20 per ccni ol 
the global population are responsible for 
80 per cent of the greenhouse gas emis¬ 
sions. And, the largest industrial power is 
responsible for .JO per cent of carbon 
dioxide emissions. While nearly 1.5 billion 
people live in abject poverty in develop 
ing countries, the North continues with 
Its wasteful polluting lifestyles 

“If forests can save the world from the 
greenhouse effect, then there should be a 
massive effort at greening the world 
Every nation should have an acceptable 
level of forest cover . Most countries in 
Western Europe and North America have 
less than 30 per cent of their land area 
under forest cover. Some of them have 
even less than 10 per cent .. developing 
countries wiih tropical forests have more 
than 50 per cent of their land under forest 
cover Malaysia, for instance, has 56 per 
cent of its land under forest cover, with 
an additional 13 per cent covered by tree 
plantation. 

A massive elfori can be made to 
reafforest the sub-Saharan regions, the 
deserts apd the inefficient wheatlands of 
the US . 

There is, today, an es cn more com¬ 
pelling need for us in the South, to work 


together to protect our threatened in¬ 
dependence and to improve our countries’ 
development prospects. Until and unless 
we do this, the North will continue to 
marginalise us... 

“Malaysia-Venezuela relations are a case 
in point... A bilateral payments arrange¬ 
ment has been signed. 

“ We must . increase southern inter¬ 
dependence so as to reduce overdepen 
dence on the North. 

“The Kuala Lumpur Summit approv¬ 
ed a novel trade-enhancing mechanism to 
promote economic co-operation among 
developing countries. . 

“We must work together to maximise 
our strength and to speak with one 
voice. If we want an equitable world in 
which we are not marginalised, we must 
work for it pragmatically and realrstical- 
ly ourselves It is for us, the members 
of the C:-15, to pioneer effective South- 
South co-operation and to show what can 
be done . ’’ 

The Response of Prime Minister 
Narasimha Rao 

Perhaps for the first time in world 
history a truly global and integrated world 
economy is emerging. The countries of 
East Europe are following integratiomsi 
strategies. Most developing countries as 
part of their restructuring process are also 
aiming lo enhance their interaction with 
the mainstream of the world economy. To 
a large extent, Ihe globali.saiion of produc¬ 
tion, consumption and trade has become 
an imperative of technology. These pro 
cesses and trends cannot be viewed in 
isolation fhev ate pan of a pattern which 
affecis all ol us and Ihe system of inter¬ 
national economic relations within which 
we musi all seek out economic destiny 

“The process of globalisation must be 
coiisciotisly made fat more supportive of 
Ihe emeiging trends There has to be a 
willingness to deal with issues like finan¬ 
cial flows, the debt overhang, access to 
markets and to advances in technology, so 
that globalisation and inlerdepcndcnce 
can be equitably managed in the interest 
of all 

“This is a role that the G-15 can and 
should play To articulate a reasoned 
development point of view, of emerging 
trends not as ‘demandeurs’, as perhaps we 
have done in the past, but in the spirit of 
making the processes under way truly 
beneficial for the interdependent world 
economy and lo engage our partners in 
a dialogue which will enable a common 
understanding on these aspects. 

We will only carry conviction with 
our partners, if we demonstrate our will¬ 
ingness to do more ourselves. . . 

“For too long South-South co¬ 
operation has been visualised as a basical¬ 
ly government programme. As govern¬ 
ments, we must guide and encourage but 
II is up to ihe real economic actors lo move 
South-South co-operation from the realm 
of principles to realil)'” 
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COMMENTARY 


Union Budget: Unrevealed 
Preferences 

Derna Khalkhate 

It is the less conspicuous features qf the budget which portend 
major changes in the Indian economy. These have to do with the 
way the fiscal target is sought to be achieved, with the transfer of 
resources to the states and with the partial convertibility of the 
rupee. 


FOR the first time in the last three and 
a half decades, the Indian Finance minister 
presented the budget with a flair, panache 
and bravura unknown in this country. His 
budget sets the direction for the Indian 
economy in the next few critical years. 
There will he critics galore, gnawing at it 
for doing away with state intervention, as 
there will be the partisans lauding the bold 
but risky initiatives unleashed through the 
budget. For good or evil, the job had to 
be done one way or the other and the 
finance minister has done it with courage. 

The budget, contrary to what was ex¬ 
pected, appeared to throw sops to all 
layers of Indian polity. The simplification 
of direct taxes, with the raising of the ex¬ 
emption limit may gladden the hearts of 
the middle and high-income classes; the 
presumptive taxation of the sell-employed, 
though voluntary, may bring the larger 
number of income-earners within the tax 
net; the revamping of the public distribu¬ 
tion system in 1,700 most backward 
blocks of the country may help to insulate 
the poor from the inflationary burden; the 
small farmers-agri-business consortiums 
may raise employment and incomes in the 
rural areas; and the fiscal incentives 
schemes for financial asset-holders may 
bolster the capital market. The detractors 
on the right and the left will come up with 
their own critiques of the budget through 
assessing the objective rea'iiy of the 
budget with subjective concerns. 

The present budget is like a partially 
veiled lady, revealing the more attractive 
features. But it is the unseen features or 
the features not clearly seen which por¬ 
tend major changes in the Indian economy. 
These unseen parts are submerged in the 
way the fiscal deficit target is achieved, in 
the transfer of resources to the states and 
in the partial rupee convertibility. There 
has been a furious debate in the last few 
years about which of the government 
deficit concepts should be accepted as the 
right or meaningful one. While, theoreti¬ 
cally, the differences between various con¬ 
cepts arc important and have to be 
recognised in any serious discussion of 


economic policy, in one sense they boil 
down to whether capital expenditure 
should be included or excluded. The con¬ 
troversy on this issue has assumed a sharp 
edge in India because it has important im¬ 
plications for the role of the government 
in the Indian economy. If, on ideological 
grounds, one is strongly in favour of 
government intervention, then the concept 
of fiscal deficit which the present govern¬ 
ment embraces and the IMF insists on is 
obviously wrong. On the other hand, if 
the government wants to retreat from m- 
vestment activity, as is the explicit goal of 
the reform-initiating government, the con¬ 
cept which It adheres to and uses for 
budgetary control is the right one. 

The finance minister has taken credit 
for reducing ‘successfully’ the Thscal deficit 
from about 8.4 per cent of GDP in 
1990-91 to aroiind 6 5 per cent in 1991-92 
and he hopes to bring it down to 5 per 
cent in 1992-9.^. While the aggregate figure 
conforms to what was targeted, th# way 
the target was achieved in 1991-92 and 
would be achieved in 1992-93 throws light 
on the government’s unre'vealed inten¬ 
tions. The revised estimate of total receipts 
of the government in 1991-92 are higher 
at Jts 752 crorc but the revised revenue ex¬ 
penditure figure more than offsets the rise 
in receipts. The adjustment therefore is 
achieved by reduction, both in nominal 
and real terms, in plan expenditure on 
both revenue and capital accounts. For 
1992-93, the same sort of adjustment 
would take place. Though in nominal 
terms total plan expenditure would be up 
by about Rs 1,580 crore, it is lower in real 
terms and, what is more, it is likely to be 
lower even in nominal terms by the end 
of the 1992-93 fiscal year if one goes by 
the past experience. By the same token, 
the revised revenue expenditure would be 
higher both in nominal and real terms 
than budget estimates. This means that 
the future adjustment in fiscal deficit 
would ag.iin be at the cost of plan 
expenditure. 

The question is whether the reduction 
in plan expenditure is because it is a soft 


option or because it is a part of the long¬ 
term strategy of the government to scale 
down the planning process. There is 
strong evidence that the government is 
now set to make the budget the main in¬ 
strument to regulate the economy, through 
a structure of fiscal incentives and dis¬ 
incentives rather than through govern- 
meiit allocation of resources. While refer¬ 
ring to the transfer to the states, the 
finance minister, made an overtly in¬ 
nocuous but covertly significant remark 
that the central government has not 
“allowed its fiscal difficulties to come in 
the way of meeting its obligations to the 
states in any way”. Shorn of diplomatic 
niceties, all that this means is that the 
states are given enough resources to 
manage their affairs in a manner they 
desire and they are left to their own 
devices. 

The array of fiscal incentives provided 
to financial asset-holders is another reflec¬ 
tion of the government’s policy of leaving 
saving in the hands of private investors, 
to be utilised in response to market 
signals. The loul absence of any reference 
to the Planning Commission or planning 
in general in the budget speech, except a 
homage to Nehru and his vision, sends 
out clear signals that the planning era is 
at an end. 

Indeed, the liberalisation policy that the 
Congress government adopted in 1991 im¬ 
plies a tacit admission that the instru¬ 
ments used for planning are no longer 
suitable, it is difficult for liberalisation to 
succeed without decentralisation of power 
from the centre to the states and to the 
local authorities. Liberalisation means 
that the decisions to invest, to produce 
how much and of what no longer remain 
those of the government and its bureau¬ 
crats. It is just as well that it is now realis¬ 
ed by the government, though it is not say¬ 
ing so publicly, that the Planning Com¬ 
mission has become an oddity in the con¬ 
text of economic reform which will sooner 
or later substitute the market for direction 
of economic activity in place of govern¬ 
ment fiat. This should iioi be taken as a 
failure of planning or as suggesting that 
resort to planning in the early years was 
a mistake. Planning as known hitherto has 
achieved its purpose in India insofar as 
It led to accumulation of capital, develop 
ment of skills, diversity of output and 
creation of intellectual mfiasiruciiire 
Now It is time that what has been created 
is productively employed. 

However, the purpose o( governnicni 
will not be achieved by giving a butial lo 
the existing Planning Commission. A dif¬ 
ferent kind of planning is necessary for 
defining selective intervention and overall 
regulation of markets, tor ensuring pers- 
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pective planning of key sectors by the 
government and for co-ordinating invest¬ 
ment between slates and the central 
government, as Pranab Bardhan argued 
in this'journal some time ago. Unfor¬ 
tunately, there is nothing in sight to sug¬ 
gest how the government will fill the void. 
Aside from this, the government seems to 
have thrown out the baby with the bath 
water, by-reducing expenditure in areas 
which are most essential even in a libera¬ 
lised economy. It has been empirically 
shown both for developing and industrial 
countries that public investment in in- 
fra.struclure like communication, educa¬ 
tion and health, far from competing with 
the private sector contributes to the rapid 
growth of economywide factor producti¬ 
vity. Abandoning centralised planning 
should not be equated with abandoning 
critical infrastructural public investment 

The government has apparently not 
recognised that with the withering away 
of centralised planning, new instruments 
have to be fprged to control the economy. 
In a liberalised economy interest rate and 
money regulation policies together with 
e.xchange rate policy are the three instru¬ 
ments of macroeconomic management 
which will acquire a crucial role. With 
partial convertibility, the exchange rate 
will tend to fluctuate, despite the fiction 
created about a fixed cxc.Sangc rate In 
that case, the Reserve Bank or the govern¬ 
ment will lose the control over money 
supply unless interest rate policy is also 
flexibly managed. But there is no recogni¬ 
tion of this imperative. In the budget 
speech, the finance minister referred to 
reduction ol the minimum lending rate 
charged by banks on loans to the private 
sector. However, he did not seem to 
recognise that in a market environmcni 
there is nothing like a minimum lending 
rate to be charged by banks The rigidity 
in the level of interest rates in the face ol 
a niiciuatmg exchange rate will place a 
greater burden of adjustment on the ex¬ 
change rale 7 hough a depreciating ex¬ 
change rale is better than an overvalued 
exchange rate, there is a limit lo dcpiecm 
lion at any given time. That means ihai 
interest rales must be flexible enough lo 
prevent excessive deprcciaiion ol the 
rupee 

The budget of 1992 is a landmark, 
whatever ideological view one mas take 
of it It has changed the whole ball-game 
in the sphere of economic policy, though 
this IS not evident Irom the cold facts in 
the budget document or the silken langu¬ 
age in which they are couched. The hidden 
message ol the budget is more eloquent, 
which distinguishes it from the earlier 
budgets since independence. However, the 
goal that the government has set for itsell 
IS not matched by the adequacy of macro- 
economic instruments and there lies ihe 
real danger in the days ahead. 


CENTRE FOR DEVELOPMENT STUDIES 

ULLOOR, TRIVANDRUM - 695 011 

Integrated M.Phil/Ph.D Programme 1992-95 


The C'.entre for Development Studies is introduc¬ 
ing an Integrated M .Phil/Ph.D programme beginning 
September, 1992. The M.Phil in Applied Economics 
of the Jawaharlul Nehru University and Ph D in 
Economics of the JNU/University of Kerala form the 
two interrelated components of this programme. 
Initially, the students will be admitted into the M.Phil 
course and at the end of the eight months’ course 
work, a limited number will be admitted into the 
Ph D programme, the rest would continue in the 
M.Phil programme The minimum qualification for 
admission is a second class (50%) Masters Degree or 
its equivalent in any branch ol Social Sciences, 
Physical Sciences, Agricultural Sciences or disciplines 
like Engineering, Medicine and Law. Fellowships of 
Rs. 7O0/- per month for a period upto 16 months and 
a contingency grant of Rs. 1500/- are available to the 
selected candidates who do not receive any financial 
support from elsewhere for the M.Phil course. Those 
admitted to the Ph.D programme will receive higher 
fellowships from the date ol admission to the Ph.D 
programme. The prosix-’ctus and application forms 
can be obtained from the M Phil/Ph.D Admissions 
Office of the U.entrc. Selection of candidates w ill be 
based on the academic background, quality of 
research proposal submitted along with the 
application and a personal interview. (Completed 
applications should reach the ('.entre latest by 
May 15, 1992. The course will commence from 
September 1, 1992 onwards 


DIRECTOR 
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Cohservation, Government and 
Tribal People 

Vidhya Dan 

if planners and policy-makers shruy off their biases long enough 
to realise that the experiences and perceptions of the people have 
a validity that cannot be ignored then viable strategies for 
conservation can be worked out. 


WHERE shifting cultivation is involved 
much more than ‘podu’ (slash and burn) 
cultivation by the tribals, it is unscrupulous 
contractors and government leases that 
should be blamed tor detorestation, and 
the consequences. And yet, the problem 
is far from solved for the tribal com¬ 
munities in the hilly tracts of Korapul. 
Their meagre subsistence on the stubborji 
slopes causes an outcry without offering 
any viable afternatives. Magical solutions— 
tea, coffee, industrialisation, etc, are im¬ 
posed on them, fingers pointed at their 
methods of cultivation and volumes writ¬ 
ten about soil conservation and the loss 
to wildlife, but the government seems to 
be deliberately shutting its eyes to the real 
facts; that the majority of the tribal 
people have no entitlements, that the hill 
slopes they cultivate can never be theirs, 
and that they have no controls over the 
socio-economic processes even at the 
micro-level. So they never can hope to 
deveipp any system of .social security. In 
specifics, they have no assured means of 
sustenance, and they can never be sure 
of the value of their only marketable 
commodity—their labour. 

And in the same district where there is 
such a hue and cry against podu, there are 
four multi-purpose dam projects, each of 
which has submerged upwards of 50,000 
hectares of forest land. More than that, 
the people who have been evicted, would 
perforce have to be rehabilitated by cut¬ 
ting down further forests. But all this 
generates irrigation and power, does it 
not? Power to feed further projects that 
take up colossal amounts of land, displace 
the locals and create waste disposal pro¬ 
blems, for the production of goods that 
have hardly any value to the people who 
live there. 

The people who shout conservation do 
not seem to care much for it when it serves 
their own ends. And the tribals in Koraput 
and other hilly uplands continue to eke 
out a living with no hope, dreams or 
aspirations, but as a necessity to sustain 
an existence that seems to have been thrust 
on them. 

Funds for tribal development are frit¬ 


tered away on hare-brained schemes which 
seem to mock the people’s misery and 
underline that all this is just a facade. In 
an anii-podu scheme, people were actually 
being paid to make nurseries and planta¬ 
tions of a local variety of weed that is used 
for making broomsticks. But no one 
bothered to really find out how this plant 
could be propagated. The plantation never 
survived though the weed thrives on its 
own. In another cllort, for soil conserva¬ 
tion this time, labour was employed to 
poke holes in the ground to plant vetivier 
grass which perished by the next .season 
any way. Yet even these failures do not 
seem to enable anyone to realise that if a 
little effort had been made towards 
effective communication, the people 
themselves would have taken up and en- 
suied survival of these simple plantations. 
Government funds could then have been 
utilised in tasks that would have ap¬ 
preciated the labour of the tribals better, 
instead of that the tribals who painstak¬ 
ingly build stone-bunds to check erosion, 
grow up to seven different crops on one 
plot in one season and grow a wide rhnge 
of hedgeplants which offer protection 
again.st cattle, provide certain cash income 
as also form effective means of soil- 
bunding are called unscientiTic, and their 
experience and knowledge completely 
negated. 

There are alternatives galore, and they 
do not involve imposing controls on land 
or forest use. To the contrary, controls 
only seem to give that much more chance 
to local officials to exert authority for 
their own ends—who does not know tjtai 
the maximum free timber is available to 
the personnel of the forest department? 
Which tribal is not aware that the easiest 
way to wriggle out of a case is to give an 
extra chicken or two, or by parting with 
the headload of wood? But the political 
will to develop viable solutions seems to 
be lacking. Conservation appears to be 
but a (fouble-edged sword wielded by the 
law-makers, for protecting and develop¬ 
ing natcra) resources for their own ends 
through catchy slogans like anti-podu, or 
wildlife conservation, and controlling the 


subjects of the law through another 
bewildering set ,of rules that makes sub¬ 
sistence so much more complicated and 
difficult. 

This IS not to take a stand against con¬ 
servation or absolve the tribals and other 
marginalised sections of all blame. But to 
emphasise that there is a crying need for 
conservation, which makes it all the more 
important that all concerned should put 
their diflerences aside to plan effectively 
for the task ahead—that is conserving, 
protecting and developing resources for 
the survival of human communities. This 
must be the priority, only then can plan 
ning with the people begin. If a process, 
a technique, an ideology is logical then it 
would cater to the interests of the people 
concerned, and there is no reason why 
they will not take the mutative for further¬ 
ing It. This IS no theory but the practical 
experienc'e of organisations and groups 
committed to people's development in 
tribal areas. 

In a region where slash and burn 
cultivation has been the norm for genera¬ 
tions, people have at last begun to think 
of alternatives and assert for it. Through 
the efforts of grassroots organisations, 
increasingly the tribals m many villages 
of Kashipur block in Korapul, have 
marked off land which would not be sub¬ 
jected to shifting cultivation, but used for 
plantations and to protect it from cattle. 
In many villages, where improved irriga 
tion facilities enable better land utilisa¬ 
tion, people are not going m for shifting 
cultivation any more, proving that if there 
IS a viable alternative, shifting cultivation 
will not be such a problem. 

And the people also seem to know 
exactly what they want; a government pro¬ 
gramme for developing large-scale coffee 
plantations brought forth a strong outcry 
from the tribals. And the government had 
perforce to revise its plan policy. Likewise, 
the tribals are ready for fruit and firewood 
trees, but are quite definite in their rejec¬ 
tion of commercial monocroppings, like 
sisal and eucalyptus. And so a very clear 
picture emerges; the tribals give preference 
to food crops and crops they can u.se for 
their own consumer needs rather than to 
cash crops which would lorce them to 
enter into complex market processes. 

If planners and policy-makers take the 
trouble to recognise such priorities, it thes 
shrug off their biases long enough to 
realise that the experiences and percep¬ 
tions of the people have a validity that 
cannot be ignored then surelv, viable 
strategics for conscrvaiion van be woik- 
ed out and it would not he a tight against 
the current 
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Krishna Bharadwaj: 

In Remembrance 

Anjan Mukheiji 

For those who had participated with her from the initial stages of 
the building of the Centre for Economic Studies and Planning at 
the Jawaharlal Nehru University, Krishna Bharadwaj*s absence will 
be particularly painful. 


KRISHNA BHARADWAJ passed away on 
Sunday, 8th of March, 1992 at New Delhi. 
She was a very distinguished scholar and a 
highly inspiring teacher. For her, in the last 
two decades or so, the Centre (of Economic 
Studies and Planning at the JNU) was the 
most important focal point of her life She 
was deeply involved in the building up of the 
Centre from scratch in 1973. Those of us 
who had the privilege to be associated with 
her on this venture always marvelled at her 
scholarship, her compassion, her warmth 
and her total commitment. 

Krishna Bharadwaj, the youngest child of 
M S Chandavarker, a school teacher, was 
born on August 21, 193.^ in Karwar. She 
began her studies at Bombay, where she 
naturally excelled and in spite of offers of 
fellowships from the west, completed her 
doctorate from Bombay. Her thesis was on 
the economics of transport and involved, as 
she often said, the inversion of large matrices 
by using mechanical calculators. This was 
in I960. She subsequently joined the Depart¬ 
ment of Economics of Bombay University 
as a lecturer. A post-doctoral fellowship was 
to take her on her first trip westwards to the 
Cambridge on the other side of the Atlantic. 
Her interests then were primarily in issues 
connected with planning and economic 
theory. A chance encounter with Joan 
Robinson changed her interests and when 
she returned to Bombay, she was to write a 
review of Sraffa's book which placed her 
firmly on the academic scene. It is said that 
among all the writings on his work, Sraffa 
appreciated and acknowledged Krishna 
Bharadwaj’s work the most This was to lead 
to a long association with Pierro Sraffa; 
after Sraffa's death, Knshna Bharadwaj was 
asked to edit the Sraffa papers. But all this 
happened, of course, much later. The initial 
encounters with Joan Robinson and Pierro 
Sraffa were to lead to Krishna Bharadwaj's 
visits to Cambridge, England, first as Fellow, 
Clare Hall and then on a research appoini- 
meni at the Department ol Applied 
Economics. Her work continued ai an in¬ 
defatigable pace—books and anicles follow¬ 
ed rapidly; among them was her celebrated 
work on Production Conditions in Indian 
Agriculture. What is remarkable is that 
during this period she had more than her 
share of personal problems and ill health. 
The opiy way she knew to tackle adverse 
situations was to work even harder. Her 


shifting to Delhi in 1971, where she first held 
an appointment at the Delhi School of 
Economics, and the subsequent move to 
JNU in 1972 saw a consolidation of her 
interest in Classical Political Economy. 

From 1973 to 1990 was perhaps the most 
productive period of her life. Her frantic 
pace of work and her total commitment to 
it was unbelievable: At the same time she was 
involved in every detail of the functioning 
of the Cent re. What the syllabus should be, 
who should teach what and when, how the 
syllabus should be altered, the course 
outlines, the preparation of the handbook 
of the Centre, some student problem or the 
other—nothing was too small for her. 
Faculty meetings would invariably adjourn 
to her residence where she would make 
coffee and then begin discussions anew. If 
one visited her at any time of the day or 
night, she was always ready to discuss 
economics. Her view of economics was 
really broad and one could never confuse her 
level of scholarship with the narrow type of 
so-called specialists who hold forth on 
minor matters at great length. She carried 
together with this fantastic volume of 
research load a more than fair share of 
administrative work—chairmanship of the 
Centre and deanship of the School of Sooal 
Sciences, in addition, she taught just as 
many courses as anyone else; in fact, her 
load was always among the heaviest. She 
successfully supervised many PhD students. 
Her courses on the Classical Theories of 
Value and Distribution, Agricultural 
Economics and Capital Theory were among 
the most popular, it is difficult to fully 
appreciate the level of her involvement with 
the Centre's daily academic life. In all 
spheres, she set extraordinarily high stan¬ 
dards by personal example. 

Krishna Bharadwaj's interest and exper¬ 
tise in classical music was another aspect of 
her life which she loved to share with anyone 
who came close to her—her students and 
colleagues alike. It is perhaps not very well 
known that In her youth she had won prizes 
at prestigious music festivals for years in a 
row—her first prize at the Bcigaum Art 
Circle was when she was only 14. Her talent 
was evident to persons of the stature of 
Cangubai Hangal, who predicted that due 
to her golden voice Krishna had a bright 
future in classical music. When she was 16, 
HMV offered to make a record but un¬ 


fortunately this was not followed up-due to 
a severe and lingering throat infection. When 
she chose not to take up classical music, this 
angered severid people in the world of music 
When she joined JNU, she restarted her 
classical music sessions. The faculty and 
students of the Centre were fortunate that 
Krishna never needed a second request; she 
was always ready to sing. A dinner at 
Krishna Bharadwaj's residence was always 
followed by music and her singing was an 
unforgettable experience- 

Those who knew her would remember 
how she would be ill now and then and 
would merely shrug off the illness, although 
everyone would ask her to take care. Her 
illness Finally won in July 1990 when she fell 
very seriously ill and underwent brain 
surgery late that year. Just before this event, 
the Centre had been granted the status of 
a Department of Special Assistance, a fact 
which pleased her no end. She was also on 
the point of beginning work on her magnum 
opus on Classical Theories of Value and 
Distribution. Sadly, this was not to be com¬ 
pleted. The surgery went off all right but, 
after an initial phase when she looked set 
to begin work again, her health started 
failing. The fact that three of her books wen 
published during the period 1989-91 
(Themes m Value and Distribution: Classical 
Theory Reappraised; Essays on Pierro 
Sraffa: Critical Perspeettves on the Revival 
of Classical Theory which she edited 
logether with B Scheffold; and the Thorner 
Memorial Lecture which appeared just a few 
months ago) tells us how hard she must have 
been working just prior to falling ill. But 
when her eyesight started failing in late 1991, 
she was naturally quite upset. She realised 
that she was being compelled to slow down 
and this was difficult to accept. 

For those of us who had participated with 
hei from the initial stages of the building 
of the Centre for Economic Studies and 
Planning, her absence would be particularly' 
painful. Her house at No 4 Dakshinapuram 
was always known for beiqg a completely 
open house foi students and colleagues alike 
and everyone was always very welcome. It 
IS no wonder that she was often referred to 
as the Mother of the Centre and indeed her 
daughter Sudha had a very serious com¬ 
petitor for Krishna's affections. 

She won many distinctions (V K R V Rao 
Prize in Economics in 1979, UGC National 
Professorship in 1979, invitation to deliver 
the R C Dull lecture in 1976), taught at 
some of the most famous departments (such 
as Stanford and Cambridge), became 
member of various important committees 
(she was a member of the Indian Council 
of Social Science Research) but she remain¬ 
ed one of the most unassuming persons that 
one may ever meet. She led a very simple lift 
Her accomplishments would always remain 
an ideal which few would ever come close 
to. Her passing leaves a void in the academic- 
world which would be impossible to Fill. 
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Excerpts from the Memoirs of Death 

K Balagupal 


He woke up suddenly, prodded by a policeman’s stick. Th^re were 
five of them now in the cell, all in plainclothes and carrying, sten 
guns... They were evidently drunk, but there was more than 
intoxication in their looks. There was rage, an animal rage. ■ - 
Next day the superintendent of police was preparing for a press 
conference where he would give the full details of the attempted 
mining of the police, jeep, and the ensuing e^'.^Ounter with the 
naxalites which la.sted two hours and a total of 300 rounds, 
leaving one unidentified naxalite dead. 


THL blood running down his face blinded 
his eyes. The gash on his forehead bled a lot 
but it did not pain much as yet and he could 
think clearly enough Perhaps the pain 
would start later. The jeep lurched along and 
ht was pressed between the backrest of the 
diiveris seal on the right and a policeman- 
one ol the ten or eleven who had packed 
themselves into the iccp on the left. The 
polieenian squirmed occasionally seeking a 
more eomloiiable position hut was silent 
All ot them were silent. These men, they 
must be ol the Special Task I oice he 
thought, were not like the 'khakhr-clad con¬ 
stables one saw duimg the day at the •thana’ 
at Atmakur Those were gairulous and talk¬ 
ed and swore a lot These were diflerent. 
They were silent, silent in an ugly way, ugly- 
like the new-fangled titles they ciadlca in 
their arms. 1 heir silence was made worse by 
the only sound they emitted apart Irom oc¬ 
casional whee/mg. the incomprehensihle 
whispers they exchanged over the shoulders, 
and which he strained his ears to sateli 
There can be nothing more lei rifying, he Iwd 
realised the last lime they abducted bun, 
Ilian a eaplive’s fruitless efiort to undei.stand 
the captors’ whispers 

Bui he tried, neverilicless Me wanted to 
know one thing if he could The 'kuchcha' 
road leading out ol his village would soon 
come to an end, and they would reach the 
mam load a little to the south ol Giideppad 
Would lht 7 then turn right or left, he wanted 
to know. Right or left’’ If they turn..d right 
that meant hf would be taken to Waiaiigal 
Not that he was very saic there but he felt 
better nevertheless at the very possibility For 
if they turned left that meant Mulug or Ltur- 
nagaram in the Godavari valley, and he fell 
a Chill run down his spine at the thought 
The road, he noted absent mindedly, was 
belter than it used to be. But ol course it 
would be. It was he and his friends in the 
village that had forced the ‘sarpanch’ to 
repair this road with the Rojgar funds The 
repair was partly completed. Ijcft to himself 
the sarpanch wanted to use the funds foi 
some other fancy idea of his, like beautily- 
ing the gram panchayat office, but he and 
his friends had not allowed it. They had cor¬ 
nered the sarpanch in the gram panchayat 


office one day and forced him to allot the 
funds for getting this road repaired. They 
were perhaps rather harsh on him, he had 
had occasion to think later in retrospect. 
That IS what his father had said to him the 
day after the event. You could have called 
him out and held a proper referendum in the 
village, hr father had said, but tn.stcad you 
caught him by the collar, abused him and 
threatened him You even threatened to 
report the matter to Komuranna, the leader 
of the ’dalam’, the armed squad of the 
naxalites that operated in the area. Perhaps 
that was so. His friends had howevci 
disagreed with his father. Did we not have 
um|)tcen such meetings and discussions in 
the past, they had asked, and were they of 
any use until the dalam came along'? Perhaps 
that was also true He had always had dif¬ 
ficulty following political arguments. All 
that he knew was that the people had ap¬ 
preciated what he and his friends had done 
They had lauded them and said it was such 
youth the country needed. 

The jeep started bumping again. The 
repaired road had come to an end. His 
thoughts turned to the present. He had been 
a fool not to have gone away like most of 
his friends had. One of them had joined the 
Komuranna dalam. Even if he died some day 
he would have a weapon to defend himself. 
I he others had all gone away, to Hyderabad, 
to Ihanc, to Surat and god knows where 
else. Excepting one, his closest friend. That 
one had died a horrible death. He and twelve 
others from villages near Jangaon and 
Cihanpur His friend had told him one day 
that It was all arranged, they were taking a 
van Irom Jangaon, crossing the state’s 
border near Bhadrachalam and going off to 
liastar. He has been careful not to ask what 
for. It was better not to know such things. 
He himself had decided that enough was 
enough and he would lead a normal life. But 
they did not cross Bhadrachalam anyway. 
They were caught by the police on the way. 
Was It on January 5 or 6? Laje on the fifth 
night, perhaps. They were gunned down on 
the sixth III the evening. They were taken to 
the jungle near Pagidtru. That was also in 
Khammam district, like Bhadrachalam. but 
much more to the east. He had been there 


once It was a beautiful place. A huge tank 
with a strong mud bund that was the only 
road from hamlet to hamlet, and lush green 
paddy fields and the thickest of forests all 
round. The thirteen youth (one of them was 
a woman from near Mothe in Nalgonda) 
were taken to a spot near this beautiful 
village and gunned down. The next day's 
papers carried the story with screaming 
headlines. The biggest encounter in the 
state's history. Thirteen heavily armed 
naxalites killed. A whole dalam wiped out. 
Attempt to landmine police van backfires. 
Remarkable exhibition of courage and for¬ 
titude by the police. That was the rank rub¬ 
bish put out by the police and published by 
the papers. He had read it and worried about 
the number. Was it his friend’s party? They 
were also thirteen. But they were supposed 
to be travelling in a van. What had happen¬ 
ed to the van? Where had they been caught^ 
It look but a day or two to know the details 
The papers themselves soon published the 
truth. About the van, the arrests and the 
gunning down of the unarmed youth. Three 
days later, the van was found in a ditch way 
beyond Bhadrachalam and the driver too 
was dead. The brutes had killed the driver 
loo and pushed him and his van into a ditch. 

With a sudden shift ol rhythm the jeep 
got onto the main road and turned sharply 
to the right. That meant n was going to 
Warangal. He breathed a little easier and 
allowed his muscles to relax His head was 
beginning to ache He had been absent- 
mindedly pressing his shin sleeves to the 
gash and the flow of blood had almost stop¬ 
ped. But his head was aching and so were 
his eyes 

It IS easy to decide that enough is enough 
but very difficult to stick to the decision, he 
had learnt by experience. At least for him. 
l.ast time he was arrested, much before 
things had descended to the present level of 
darkness, he had decided to give up all acti¬ 
vity and live what was called a normal life. 
When thing', were going well he regarded 
that expression with contempt, but in times 
such as this he felt a terrible longing for that 
normal life. His father had two acres and 
a few cents of land, a thatched house and 
some cattle. He himself had dropped out of 
school the year his father had had a belly 
operation but was not lacking in aptitude 
and could with some effort gel back to 
studies; or more easily, he could settle down 
as one more discontented sijiall farmer, like 
his father was. It would be nice if things were 
not so and nobody needed to drop out of 
school or lead a disgruntled existence, but 
he had been very naive to believe that mere¬ 
ly because equity was a just cause, the strug¬ 
gle for It would be applauded by everyone 
It took him some time and a lot of shock 
to realise that it was not so. In the begin¬ 
ning things were different. In his village there 
was no very big landlord. Barring the sar¬ 
panch and a few others who had about 
twenty-five acres of land and some business 
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besides at Atmakur and Parkal, ail the rest 
««re hard-working people. Communism and 
communists they had heard of and seen for 
a long time and it was during his school days 
that they had heard first of these new com¬ 
munists called naxalites. Many villages 
around were rumoured to have naxalites 
among their youth, which he later learnt to 
be true; but at first he had not taken the 
rumour seriously, for he knew the local 
youth and what they were capable of. They 
knew how to ride a buffalo, how to tend a 
crop 6f ‘jowar’ or ‘mirchi’ and how to water 
a strip of paddy if you showed them a wel’ 
nearby, but become naxalites—oh, no! 

It was during the summer before the last 
that the whole district was agog with talk 
about an impending meeting of naxalites 
near WarangaL The government, people 
said, has relaxed‘its attitude and would allow 
them to hold a meeting. People talked about 
nothing but that meeting during those days 
and almost the whole of his village went 
there. So did he, of course. He did not 
understand much of what was going on 
there. The stage was far off and the 
loudspeakers were indistinct. There was such 
a huge crowd, lakhs and lakhs of them. And 
to cap it all there was a sudden storm of the 
kind that you some times have at the height 
of summer. He had had a glimpse of the 
legendary singer Gaddar but could com¬ 
prehend little else, and yet it was in a mood 
of elation that he came home that night. 

Things changed a lot in the villages after¬ 
wards. It was principally a change of attitude 
at first. In village after village the youth of 
poor families suddenly took charge of life. 
They decided everything. They set the wage 
rates, they settled social disputes, they decid¬ 
ed how much of each farmer’s land was in 
excess of legitimate needs and could be taken 
over by the poor, they decided so many 
things. They were the ‘kotwali’, the ‘pan- 
chayat' and the ‘adaalat’ rolled into one. 
Behind them, aiding and advising them, 
were the dalams and the naxalite leaders who 
were mostly born in such villages as his and 
to such parents as his and therefore knew 
what was what. It was a great time, it was 
like the dawn of a new world. A lot of good 
things were done in village after village, a 
lot of land was taken over by the poor and 
a lot of injustice set right. Of course .some 
bad things had happened, some downright 
nasty mistakes' were made. Often youth such 
as he were a little too brutal and a little too 
cocksure, but all said and done it was a 
thrilling time. Now that he looked back, 
what struck him was the way power and 
authority shifted from the hands of those 
who had exercised it lor centuries and those 
whom the law had vested it with, and into 
the hands of the lowly, the unspeakable, the 
wretches of this land. All that was good 
about what they did, and all that was criticis¬ 
ed as too brutal or immature, stemmed from 
this. 

The change could not last very long, of 


course, perhaps they had been foolish not 
to see that. His father had warned him again 
and again. I know the world, he had said, 
I know the ways of the powerful. They are 
ruthless, you boys do not know how ruthless 
the brutes arc His friends had sneered at his 
father. He himself had not. for he knew his 
father to be an intelligent and courageous 
man. and yet he too was infected by the 
mood of his friends. Or perhaps by his own 
innocence. His own inexcusable innocence, 
he had recently had occasion to think bit¬ 
terly. The innocence that believed that 
'because what one did appeared .self-evidently 
just to oneself, as plain as two and two 
makes four, it should appear equally just to 
everybody else. The innocence that believed 
that only the very unreasonable and the very 
wicked, who are in a ihinority in the world, 
could be against one. The innocence that 
just could not conceive of the possibility that 
a large number of otherwise perfectly 
normal people could oppose this evidently 
just struggle. Considering the facts—as he 
perceived them, of course—was he really to 
be blamed? The Earth belonged to no one, 
and yet a few people had parcelled out large 
chunks of it among themselves. Now the rest 
were demanding their share. Was that not 
plainly just? Some people in towns—like 
that university professor who had migrated 
from his village—earned fat salaries that 
amounted to Rs 200 a day, and the petor who 
could not make Rs 20—wife and husband 
together—a day wanted more. That too was 
plainly just was it not? The sense of morali¬ 
ty. of right and wrong, is evidently evenly 
distributed among human beings, and yet a 
few had for ages been claiming the monopo¬ 
ly of wisdom, the exclusive privilege of 
deciding right and wrong, and the rest had 
silently suffered their wisdom. Now they too 
claimed that privilege, and that too was 
plainly just, was it not? Power had been 
always wielded by men of the right castes 
who had the right quantity of land, but it 
IS self-evident, is it not, that there is no 
reason why it should be so, and that all per¬ 
sons arc equally capable or incapable of ex¬ 
ercising power? Of course it is, or so it "had 
seemed to him. 

And yet it evidently was not, as he had 
learnt painfully that time he was abducted 
from his house the same way as today and 
taken to the dark and stocky deputy 
superintendent of police at Mulug. He had 
argued these self-evident truths with that 
man for long hours, and had finally broken 
down and wept. He had wept at the 
unreason of it. He would weep later for ipore 
physical reasons but at first it was the sheer 
unfairness of it all that made him weep. Six 
days in captivity—it could have been longer 
but some civil liberties people had intervened 
and pul an end to his captivity—and he had 
been rid ol much ol his innocence. He had 
realised that certain things could be self- 
evidently true and acknowledged as such by 
everyone, and yet it could be wrong, fatally 


wrong, to act on the truth. Nobody would 
deny the justice of what you said, and yet 
you would be tortured and tormented. 

Six days ahd much brutal torture later he 
had been taken to the court at Warangal. 
They had charged him with five crimes. He 
had been arrested the previous evening, they 
had said, on the outskirts of Hanamkonda 
and a grenade and seditious literature had 
been found on him (false). He had partici¬ 
pated in a ‘People’s Court’ in his village and 
beaten black and blue a man who had 
deserted his wife and child (well—almost 
true, for though he had not actually beaten 
him he had approved of the beating). He had 

led a mob of 72 landless labourers armed 

• 

with lethal weapons to occupy,25 acres of 
the land of an absentee landlord in. a 
neighbouring village (true enough, but they 
hatf had no lethal weapons with them, only 
sticks and other implements). He had, along 
with some others, set on fire an RTC bus in 
protest against an ‘encounter’ killing and 
had threatened to kill the driver and con¬ 
ductor if they resisted (the arson part of it 
was true enough, though he had, that being 
his first experience, done more damage to 
his own skin than to the bus, but nobody 
had tItVealened ftie crew—it had not been 
necessary). And he had joined the Komuran- 
na dalam to kidnap the president of 
Atmakur Mandal Prajaparishad (false). 

It was in a chastened and desolate mood 
ihal he had stood before the court. All the 
charges were under TADA and there was lit¬ 
tle likelihood of his getting bail within six 
months. As he stood garing at the distant 
judge and played nervously with the chains 
on his wrists, his heart continued to burn 
at the injustice of it, though he was already 
wise enough to know that there was little he 
could do about ft. There was nothing wrong 
about what he had done, and yet look how 
they were punishing him. He knew of 
men—including MLAs and ministers—who 
had grabbed the land of the poor and beaten 
them for protesting; he knew of excise con¬ 
tractors who raped and killed tribals for 
brewing illicit liquor; he knew of Congress 
youth who had set fire to umpteen RTC 
buses the day Rajiv Gandhi was killed— 
somewhere near Madras, was it not? He 
knew of landlords who held daily ‘durbars’ 
in villages and awarded all manner of 
punishments Not one of them, literally not 
one of them, and he had choked with tears 
whenever he had thought of this during the 
previous six days, had been arrested or tor¬ 
tured the savage way he had been, nor sent 
to jail under TADA. He felt like shouting 
in the court, maybe make a speech the way 
w ronged persons do in films. But he could 
not get himself to do that It was not fear 
ihat had deterred him. but the sheer absur¬ 
dity of It, so preoccupied the court was with 
ridiculous bits of paper and pieces of gossip 
that there appeared to be no place there for 
the questions of justice and injustice that 
burnt his heart. So remote and indifferent 
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were the faces of the judge and the lawyers 
who waited in boredom for their cases to be 
called, that instead he had fallen to gossiping 
with the constables who had brought him 
to the court. One of the constables sudden¬ 
ly nudged him and pointed to a short, dark 
and determined looking young lawyer who 
had got up and was saying something to the 
judge, pointing in his direction. The con¬ 
stable introduced the lawyer as Prabhakar 
Reddy, the civil liberties lawyer, who handled 
all the cases of youth such as himself: he did 
those cases without chargtng any fees, the 
constable added in a tone of respect, but ihe 
second constable spoilt it by adding some 
nasty remark. He could not hear what the 
lawyer was saying but he saw the judge shake 
his head. After a while he was taken to jail 
He spent, not six months as he had (eaied, 
but exactly six weeks and came out on bail 
He knew he owed his liberly to the lenaciiy 
of the lawyer, and went to his house to thank 
him. He was a grufi man, more a peasant 
than a lawyer, and he spoke hlile. He just 
told him to attend the hearings legiilaily, 
asked a few questions about happenings m 
his village, and bade him goodbye. He had 
acquired in jail a lasting regard lor the 
lawyer He had eoiiie to know that there were 
hundreds ol persons like Inrnsell, youth, 
peasants and laboureis, vs hose eases the 
lawyer dtd. All the eases were under T.ADA, 
for trespassing onto a landlord's land, 
srbstrue'ting liquor business oi olher crimes 
The lawyer did the cases with total dedica 
tion and never asked (or payment of fees 
He never biagged about it either, excepi lo 
comment wrily, “your re\olulion is mak'iic 
a pauper ol me’ 

Those SIX weeks in jail he had learnt a lot 
He had discussed rnanv things with the 
dozens of youth who had come there the 
same way he had. He had even read a little 
He had listened to the speeches of the 
naxalite leaders who had been there lor quite 
some time More than anything else he had 
thought a lot The onslaught had begun, and 
young men like hint were being killed Ire 
quentiy in fake encounters 1 his was another 
thing he could not understand. He could not 
understand why it happened and whv 
nobody spoke out against it It was alright 
if the police and the dalants had shoolcriils 
Both had arms and both were prepared to 
kill and get killed. But why did the police 
instead pick up unarmed youth and shoot 
them dead and concoct stones of encounters 
with armed dalams? It was undersiandable 
if it happened once or twice, but no, it hap¬ 
pened with terrifying regularity. The papers 
had reported the statement of some civil 
liberties leader, that more than a hundred, 
a hundred and four if he remembered right, 
were.killed in such faked encounters during 
last year. Why could not the chief minister 
tell the police not to do this, not to kill 
unarmed youth? Did he not know what was 
happening? He had seen the chief minister 
once at Warangal where he had laid a foun¬ 


dation stone for something or the other and 
made a short speech. He had a smooth face 
and a toneless voice and had said a lot of 
pleasant things about giving jobs to youth 
and loans to farmers Why did not someone 
tell him that nice young people who wanted 
to set things light in villages were being 
tortured and killed by the police? Perhaps 
It only required a yvord from someone and 
things would be set right. He felt very 
liustraied when he thought of this. In tail 
he had asked someone this question I hey 
said that the cliiel mimstei and the police 
were togelhei in tins, and that the police did 
these things at the behest ol the chief 
minister Me had not been satisfied with Ihe 
answer He had heard the chtel minister’s 
speech, had he not' 1 here was no abuse, no 
use ol lillhv langiMge such as the police use 
1 he chief niinisier was surelv a more reason 
able man than the police And so he had pei 
sisied with his queries He had asked the 
lawyer when he saw him m the couil at Ihe 
next heai'iig I he l.iwver did not reply but 
there was .i t, lend by Ins side w ho had laugh¬ 
ed and told him noi to be stupid \Mien he 
had peisisiesl wiili die quesiion, dial man 
became unaccoimiahly bidei and told him 
,i few ihings Mo you know, he had asked, 
that the duel niinisier’s lather was pooict 
than yoiiis when he was m school’’ Do you 
know dial today this tellow is worth hun- 
dieds ol croies’’ Do voii know what quantity 
ol lying, eliealiiig .iiul ihieving lies behind 
the prospetilv’’ Do yon know how this man 
became duel niinisiei ’ Do vou know that 
he got about ?.*'(! men women and diildreii 
niiiideied m llydeiahad in Ihe name ol 
Hindu Muslim iiois and used that as a 
pietesi I'.i leiiiove die pievious ehiel mirnsiei 
and bill.sell grab that chair’’ Do you 
know 

And so the quesiions went on No, he had 
not known all those ihiiigs, aiul now he tell 
quite shocked \nd rlepressed 1 he more he 
knew about things die more depiessed he 
became Duesiioiisot lusiici and injiisiicc, 
which h.id seemed so simple and sell-evident 
111 the begiiiiiing, heg.m lo look very com 
plicated and ddluull Some people h,id .i 
lot of money .mil some ix'ople had veiy little 
Some people had a lot ol power and some 
(H’ople had little I his was urijusi and it was 
necessary lo set it iiehl I hat was the first 
thing, the most imiioiiant thing, to be done 
That IS what eveiyone ought lo he doing 
More so people who were educated, know 
Icdgeabic and inlluential And yet most 
people were doing something else What 
were the courts and ludges doing, when 
hundreds ol pooi people were daily being 
broughi beloic them loi the crime of wan¬ 
ting land, a decent life and a dignified 
existence? fhey were doing nothing, juM 
nothing. It was as if this motisirosity was not 
happenirg at all. And yet ihey were not idle 
They were busy, constantly busy, with what 
he could not for his life make out. This is 
what frustrated him so terribly. Judges, 


lawyers, chief ministers, policemen, pro¬ 
fessors, they were all intensely involved, 
tremendously busy with something other 
than what they all ought to be doing. And 
those like him who tried to do what ought 
to he done were beaten, tortured and killed 
by ih'ese very same people The unfairness 
ol It stung him 

Take this question of liquor, for instance, 
l-veryone said it was evil Everyone knew it 
was evil Yel more and more liquor is sold 
by the governineni in the villages. His own 
village was a line example There had been 
no liquor shop during his childhood. The 
nearesi one was al (ludeppad, six km away. 
Only addicts went all the way lo drink. Then 
one year they heard that a big contractor 
I rum coastal Andhra had taken the bid for 
the disiiici and that he had bid very high. 
I’lomptly a shop came up in his village Eive 
years later it became two and now there were 
three 

Nobody m the village liked it Even the 
addicts cuiscd ii when they were sober. The 
sai punch, a ( ongressman, had made an 
emoiioiial speech at the gram panchayai one 
day, calling his own goveinment immoral for 
mukiiig a icvenue ol Rs 8(X) c rore out ol this 
evil hahii And so, when the local dalam 
Icadei Komitrann called lor a meeting in the 
village one day and said that his party had 
decided come what may lo ohsiriicl the 
excise auctions this time and hoped the 
people would co-operate with them, all the 
people had enthusiastically agreed. The 
women, especially, were most happy. He 
could understand, lot he knew how they suf- 
lered at the hands of their husbands when 
they came home drunk tlis own lather was 
a good man, he nevci heal molhci, but his 
elder brother look a regulai toll of his sick 
wile, and so he witnessed the evil daily at 
home So did most ol his friends. I’hcy 
thcicfoie h.ul taken it upon ihcmselvcs to see 
that not a single packet of liquor entered the 
village I hey heat up the first two fellows 
who broughi packets stealthily I hey ga,e 
them such a thorough beating that nobody 
made an attempt lor a long lime ihcreallet. 

Was lilts not a good ihiiig’’ Everyone said 
It was, and yet how nastily the police had 
reacted' Four ol his friends were arrested— 
he hiinself had escaped providentially—and 
beaten badly for obsiiucting the liquor 
buvtncss They were booked under TADA, 
though what terronvm there could be in 
preventing people from drinking liquor he 
could not comprehend. This happened not 
only in his village, but in every village, in 
every district. And one day his mother told 
him a strange story She had gone to Hasan- 
parihy to visit a dying aunt of hers, and what 
did she see but a liquor sales point set up 
right at the gate of the police station, and 
armed constables selling the packets! There 
was a long queue of drunkards outside the 
police station, she said, they were buying 
liquor gladly from the very hands which in 
normal conditions any inebriated man 
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would fear to get close ta She had laughed 
and laughed narrating what she had seen, 
and then she had been very angry in turn. 
What kind of a government ts this which 
uses policemen to sell the biggest cause of 
crime and violence, as she held liquor to 
be—? And why is it that none of the leaders 
who make nice speeches given the occasion 
had raised his voice against this ugly 
business? He too had laughed and he too 
had been angry He just could not com 
prehend how this was possible 

As he thought over these things in jail, he 
had begun to realise that there was 
something terribly wrong with this world 
Not only that there was injustice. That he 
had known. But what struck him now was 
that nobody wanted it removed. That was 
the crux of the thing, which he had not 
realised earlier He had thought it axiomatic 
that if injustice was seen to exist, then 
everyone would wish to remove it. Now he 
was beginning to know better They all talked 
about injustice, but ibey did not want it to 
be put an end to And those who tried to 
put an end to it were attacked, jailed and 
killed 

in the process ot realusing this he had 
decided by the time he left jail that the fight 
was too much for him and he would give up 
He did not discuss the matter with his 
friends in the village. Most of them had also 
been arrested, tortured and released one 
after the other on bail One or two of them 
had silently decided to withdraw and had 
gone off to Bhiwandi or Surat to find woik 
in the mills theie I he others, he was afraid, 
would call him a coward. They had always 
been less innocent than he I hey knew that 
they were bound to suffer, that it would take 
a lot of suffering to set the world right, and 
they were prepared for it They expected 
others too to be prepared lor it 

He therefore, said nothing to them but 
resolved to become quiet. But such resolu¬ 
tions arc not easy to keep. Back m the village 
he found Ins old anger awakened again. 
Things once again took their elementary 
aspect, right and wrong, just and unjust 
When a stooge ol the liquor contractor was 
emboldened by the presence of the police to 
set up a sales outlet in the village, he had 
gone out with his friends and attacked him 
They had burnt the liquor packets and 
kicked him till he begged them to spare his 
life. One thing thus led to another and he 
soon found him.self deeply involved again 
How could he not be? He could never forgive 
himself if he did not get involved and others 
did and suffered. That was not all. There was 
something else. He tried to give expression 
to it. He was an honest person, and for an 
honest person, he thought to himself, to do 
a thing and to think it, to live it in thought, 
are one and the same thing. He could not 
live the thought of inactivity in the face of 
injustice. He had always thought of the 
world in elemental terms, in terms of right 
and wrong, equity and inequity, good and 


bad. To withdraw now would be to think in 
more compromising terms and that, to him, 
was hypocrisy. 

The jeep came to a sudden stop and he 
was jerked back from his thoughts. He was 
not sure that he had been fully conscious at 
all. The pain had reached a throbbing inten¬ 
sity and he was feeling quite sick The 
policemen pushed him out and he saw that 
he was at Matwada police station, in ihe 
heart of Warangal. He fell more secure and 
went into the station lollowing the 
policemen Nobody spoke to him I hey 
pushed him into a smelly but mercilully 
empty cell and locked it up He sal down and 
leaned against the wall, glancing w.uchtul 
l> at the |X)liccmen outside. He badly wanted 
to he down and stretch out but it wciuld not 
do to let them think he was relaxing He 
knew enough about policemen by now 1 ei 
them think you are having a pleasant mo 
menl and they will thrash you just to spoil 
It So he sal back and allowed himsell to 
look as sick as he Icll. 

Soon alter his iclease from jail the police 
laids on Milages intensified. 7 he pajiers an¬ 
nounced that the government had decided 
to ‘crush the naxalile movement’ merciles¬ 
sly. Ihe police officials of five states mel and 
co-ordmaicd their plans. They asked the cen¬ 
tral goseinnicnt to lend some ballahons ol 
the Border Security Force, the Inch) I ibeun 
Border I’olice and the Central Reserve Police 
Force The battalions would soon come, the 
home minister announced at a press 
conlcieiicc 

Ihe first majoi raid cm his village look 
place in November He was asleep at that 
ttmc, tt was well before daylight, and was 
awakened by vague sounds that he could not 
place, lor they were not the lamihai sounds 
of day break-. He had opened the door and 
looked out He saw hundreds of policemen 
running up and down the street, swinging 
their slicks at any villager they saw They 
wcttild slop randomly at a house, kick open 
Ihe door, go in and without a question or 
comment they would ransack the house and 
smash everything. Pots, pans, bowls, chairs, 
cols, clocks and transistor radios would all 
be smashed to bits with axes or boulders 
Foodgrain would be thrown out and doused 
with kerosene At the end they would selec¬ 
tively pull down the roofs of the houses ol 
the most active youth. 

He had not stood watching all this. He 
knew from the experience of other villages 
that this IS what they always did. And he 
knew what would follow‘this destruction. 
Fhev would gather all the villagers at Ihe 
panchayal office, or perhaps under the 
banyan tree near the Hanuman temple, 
thrash every man, woman and child of them 
and separate the youth such as himself for 
special treatment, perhaps even an encounter 
as had happened, he had read in the papers, 
some time back in Nizamabad. So he had 
quietly slipped out and left the village by an 
obscure path, and had gone off to Warangal. 


There he learnt that all that ne had guessed 
-had happened (excepting the encounter) and 
that Five of his comrades had been thrash¬ 
ed to pulp and taken away to be implicated 
in yet another TADA case for setting liquor 
packets on fire. In addition, the police had 
forded the people to bring crowbars, axes 
and showels and destroy the sturdy martyrs 
memorial that he and his friends had 
laboured hard to build in the village. It was 
in memory of two naxalites of a village on 
the other side of the main road who had 
been killed in an encounter Five years ago; 
there was nobody in that village now will¬ 
ing to host the burden of building the 
memorial and so he and his friends had of¬ 
fered to build It here instead, and raise 
money and material for it Tbe police had 
a particular disliking for these memorials 
which had sprouted in village after village 
during the last two years. Wherever they 
went on a raid they got the memorials 
destroyed by Ihe very people who built them. 
He had come to know ot the destruction in 
his village two days later from a newspaper 
report which quoted his father, his own 
courageous father, as saying that it was a 
vetv bad thing the police had forced the 
people to do, and that he did oot mind say¬ 
ing so, come what may That night he had 
allowed himself to indulge m Ihe one act of 
vengeance of his life, he located a statue of 
Mahatma Gandhi near a road junction in 
the part ol the town where he had been 
hiding, went up to it m the still of the night, 
and hit it with an axe, hit it again and again. 
It broke oil partly and next morning the 
milk vendors going round the streets were 
surjsrised at the spectacle of the Mutilated 
Mahatma 

A sudden commotion m Ihe police .station 
brought him to consciousness. He realised 
that he had slid down and was lying full 
length on the floor He got up and sat in the 
old position and looked out in curiosity. A 
lot ol policemen had come in and they were 
talking in agitated but low tones. Some more 
lights had been lit. Policemen went in and 
out The commotion lasted another ten 
minutes, and then suddenly all of them went 
out, leaving only the station’s head con¬ 
stable Most of the lights were again put out 
and It became half dark as before. The head 
constable leaned back against a table in the 
centre of the inspector’s room and looked 
pointedly at the cell where he lay. It was a 
long and unblinking stare. He felt very 
disturbed. He tried to look away but his eyes 
were dragged back to meet the policeman’s 
eyes There was some undecipherable but 
dcFinite meaning in those eyes, which made 
his stomach contract in a spasm of sickness. 
With an effort he turned his body aWqy and 
faced the rear wall of the cell. After a while 
he heard the policeman go out, and relaxed 
a little. 

He had gone back to the village two weeks 
after the raid. Things had quietened down 
but there was fear writ clearly on each face 
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Some people even avoided talking to him. 
Others talked hastily, as if looking back over 
the shoulder to see who was watching, and 
took leave at the first chance. He had gone 
to the houses of the friends who had been 
arrested on the day of the raid; and how their 
mothers had wept. They wept and wept and 
told him to go to Warangal and talk to that 
civil liberties lawyer and get them out on 
bail. He promised he would, but they sud¬ 
denly said no, you don't go, you leave this 
hell and go off to Hyderabad, to Bombay, 
some place where they will not get hold of 
you, they will kill you if they catch you, they 
missed you the last lime. He had wept then 
and told them he would not go away without 
his friends. He would get them all released 
on bail, and then they would all go away, 
he had promised 

He had not immediately gone to 
Warangal, for that very day the naxalitcs 
killed an old Congressman, a good friend 
of the prime minister The papers wrote that 
he had been a Irccdom fighter Perhaps he 
had been. But they should also have written 
that he was a wicked man, a niuiderous man, 
that he was a notorious landgrabber. After 
all, when a naxahtc was killed by the police 
'the papers wrote about all the crimes he had 
committed. So many murders, so much 
arson and so many othci crimes Why 
should they not svnte similarly sshen a Con 
gressman was killed? It was unfair, he had 
thought, that they should write only what 
was good and nothing that was bad about 
the old man 

He thought he would wan lor a couple 
of days and then go and meet the lawyer, 
but that was not to be Two davs later the 
lawyer was murdered by the police They had 
walked into his house saying thev wanted to 
meet him. and had shot him in the head and 
chest as he came out to meet them How- 
shocked he had been when he read of it m 
the papers! The lawyer was such a nice man, 
so good and so dc^dicatcd There was nothing 
evil that anyone could say about him and 
such a man too was killed bv the police He 
had fell desolate, as if he had losi a solid 
rock to lean on in times ol trouble. 

But things started moving last alterwards 
It was as if the lawyer’s murder was a signal 
The Border Sccuriis force arrived in 
Warangal, and the killings starred Youth 
were picked up and killed everyday. The kill¬ 
ings were spaced and timed with delibera¬ 
tion. And with clinical precision, for the 
superintendent of police had been a medical 
doctor before he joined ihe Indian Police 
Service. ‘I give twc) weeks time for everyone 
to surrender’, he would announce, ‘and those 
who do not do so will lace serious con¬ 
sequences'. And he would indicate the 
consequences by dehberaicTy picking up and 
killing youth such as he Irom different cor 
ners of the district. Now it was the cast, now 
the west, and now the north or south. 

He was petrified with fear. It was easy to 
advice him, as many did, to either go to the 
superintendent of police and surrender 


himself, or to leave the district and go away 
somewhere. It was easy to give the advice, 
but neither course was safe. What was the 
guarantee that his life would be spared if he 
surrendered himself? They were, after all, 
killing to create terror, and it did not matter 
to them whom they killed. Was it not 
reported that in quite a few instances, youth 
who had gone to the police to surrender had 
been cold-bloodedly done to death? He even 
recalled the details of one case. The boy had 
been very active helping the dalam in various 
ways, but after the SP's announcement he 
had decided to surrender and save his life. 
He went to the inspector and told him of 
his decision The inspector, it was reported, 
had sneered and said do you think we are 
fools that you can offer to surrender yourself 
whenever things become hot and then go 
back to your old ways whenver you have the 
upper hand? No we are not, he had said, and 
that evening the youth was shot dead near 
a neighbouring village and a concocted story 
of an encounter was put out. 

Going away from the district, on the other 
hand, was no less dangerous. The police 
would ihink—or at least profess to think— 
that he had gone underground, and his hie 
would never be sale again And so he had 
prevaricated, and decided he would wan nil 
things got betlcr, and take care in the mean¬ 
while not 10 get caught. That was the foolish 
part of II. ( aught he was, last evening. He 
had jusi come back from the fields, and was 
about to eat some food and leave the village, 
lor It was pan of his precaution not to sleep 
at home or anywhere in ihc village As he 
sal down to his meal he heard a great com¬ 
motion oulsidc. He realised il was a police 
raid and quickly got ready lo slip out and 
escape Bui such was his misfortune that his 
was the first house the police came lo. They 
beat on the door and his mother, shaking, 
opened it. There were some Border Security 
Force men who of course would not know 
who he was But suddenly a face peered at 
him from over their shoulders and he 
recognised it as that of a local special branch 
head constable who knew him quite well. 
That man said something and those m front 
pulled him out. That was when he saw that 
there were a large number of heavily armed 
plaincloihesmcn in addition to the BSF men. 
They dragged him towards the jeep. Sick 
with apprehension he had foolishly resisted 
and been hil viciously with the butt of a gun. 
That was when he got the gash on his 
forehead 

He had slipped into a disturbed sleep, 
disturbed by pain and fear. He dreamt of the 
head constable’s eyes that looked pointedly 
at him The eyes terrified him. They had 
dctacheCi themselves from the man, his 
uniform and his insignia. They were alive 
and they dug into him like a drill. He could 
see nothing but the eyes. They gave a thou¬ 
sand hints, they bore a thousand expressions. 
There was commiseration, yes even pity, and 
there was triumph, triumph of two kinds. 


the triumph of the victor but also the 
triumph of one who has knowledge of your 
fate that you do not have. Then there was 
the contempt that a sane man has for fools, 
and the anger that the guardian of Oder has 
for those whom he regards as professional 
creators of disturbance. The eyes darted 
forward. They came closer and closer. There 
was a blaze in them that lit up the cell. They 
were very close upon him and he choked 
with terror. The closer they came the brighter 
it became 

He woke up suddenly, prodded by a 
policeman’s slick. There were five of them 
now in the cell, all in plainclothes and 
carrying slen guns, and the cell was now 
brightly lit up as was the whole station. They 
glared down al him and one of them made 
a show of kicking him in the stomach. He 
cringed in anticipation and when the blow 
was not struck he quickly sat up and pulled 
himself back to rest against the rear wall of 
the cell. That was the farthest he could go 
from the policemen. He sat hugging his 
knees and looked up at them They were 
evidently drunk, very drunk, but there was 
more than intoxication in their looks. There 
was rage, an animal rage, that he had never 
seen before in the eyes of any human being, 
even a policeman. 

It dawned as usual, bright and cool, 
perhaps a trifle too cold considering that 
Shivrairi was only a couple of weeks away. 
People were up and about as usual, and read 
the papers for news among other things of 
which villages the police had terrorised the 
previous day and how many they had killed 
in encounters. There was nothing ii> the 
papers about the previous night’s happen¬ 
ings for they had taken place loo late to catch 
the morning’s papers. But rumours had 
spread fast in the town—that the naxalites 
had tried to landmine a police jeep on the 
outskirts of Warangal at about midnight, 
but the police escaped fortuitously. Enraged, 
they had come back into the town and gone 
in search of radicals. They had come to 
know, the rumours said, of one in the cell 
at Matwada brought from his village near 
Gudeppad during a routine raid the previous 
evening. They had taken him out. to the very 
spot where the mine had been placed, and 
asked him to run and shot him dead from 
behind. He had been pumped with sixteen 
bullets. The superintendent of police was 
preparing for a press conference where he 
would give the full details of the attempted 
mining of the police Jeep, and the ensuing 
encounter with the naxalites which lasted 
two hours and a total of 300 rounds, leav¬ 
ing one unidentiried naxalite dead and three 
unnamed policemen injured in unstated 
limbs and hospitalised in an unspecified con¬ 
dition of seriousness. The dead naxalite, the 
people would read in the next day’s papers, 
had with him an AK-47 assault rifle and 
some documents that proved him to be a 
leading underground organiser, the deputy 
commander of the Komuranna dalam in 
fact. 
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US Food Aid and Public Policy in 
Bangladesh 

Kiiiiiiii U(l<iin Ahm<‘d 

The PL 480 programmes in Bangladesh have over the years 
inereasingly tended to intiuenee changes in public policies 
especially with rcgaid to toodgrain management and its marketing 
in the private sector as well as on the production of cotton 
textiles. 


ORIGINALLY intended for expanding 
overseas markets for the US agricultural pro¬ 
ducts and for supporting domestic farm 
price, the PL 480 has also become a mapr 
component of US foreign aid and foreign 
policy. While it provides much needed food 
aid, foreign policy makers have also used the 
PL 480 as a tool to realise the foreign policy 
objectives of the United States in the under¬ 
developed countries. 

We examine the PL 480 programme in 
Bangladesh in order to find out what are the 
policy objectives the US wants to realise 
through the programme’’ Do the condi¬ 
tionalities of the programme compel the 
Bangladesh government to assign a greater 
role to private enterprise? How does PI 480 
programme affect the public policies of 
Bangladesh? 

PL 480 assistance is disbursed under three 
operative titles. These are, PI 480 Title I, 
PL 480 Title II and PI 480 Title III. Title 
I refers to loans on favourable terms or con¬ 
cessional sales of foodgrains to developing 
nations. However, the maximum term pro¬ 
vided uitder Title I loans is 40 years in¬ 
cluding the grace period of 10 years with a 
minimum interest rate of 2 per cent during 
the grace period and 3 per cent thereafter. 
In Bangladesh the litle I programme was 
officially started from the financial year 
1974. However, since 1972, sales agreements 
under 1 itie I have been negotiated with the 
recipient countries only for longer period 
'soft' loans, repayable in dollars or in 
cucrencies which could be converted into 
dcMIars. 

Undtr the authority ol PI 480, Title II 
programme food grant.s or donations are 
provided to fnendly governments all over the 
world to cope with famine or emergency 
relief requirements due to natural disaster 
and to combat malnutrition and hunger The 
Title II programme commenced in Bangla¬ 
desh in the financial year I972. Subsequently, 
the US Agency for International Devdopmeni 
(USAID) and Co-operative for American 
Relief Everywhere (CARE) introduced the 
Title II Food For Work Programme in 1976 
to provide off-farm employment to landless 
and near landless labourers of Bangladesh 

Finally, Title III refers to a Title I pro¬ 
gramme for which the loan is ‘forgiven’ if 
the local currencies generated by the sale of 
food grants are used by the recipient govern¬ 


ment for specific agricultural development 
projects. With the evolution of Title I pro¬ 
gramme to Title III, sales proceeds of US 
government supplied commodities have been 
directed to finance specific agricultural ‘self- 
help’ projects in Bangladesh.’ In recent 
years. Title II and Title III assistance pro¬ 
grammes have been consistently pursued by 
the USAID to influence the public policies 
of the Bangladesh government. 

Bangladesh is one of the major recipients 
of PL 480 programme. It has been receiving 
foodgrain and other commodity grants/loans 
under PL 480 Title I, Title II and Title III 
programmes respectively.^ louring 197I-82 
the US provided about S i,0S5 million to 
Bangladesh under the different categories of 
PL 480 assistance programme. Currently 
there is no active programme under Title I, 
the last agreement in this category having 
been executed in 1980 for import of cotton. 

Table I presents commoditywise break-up 
of the PL 480 assistance to Bangladesh bet¬ 
ween 1971-86 

It IS interesting to note that with the 
introduction of Title 111 programme, the 
earlier emphasis on emergency relief has 
been shifted to agricultural development by 
encouraging adoption of new public policies 
and revisions of existing ones. The PL 480 
Title III programme in Bangladesh com¬ 
mended with the signing of an agreement 
between the government of Bangladesh and 
the government of the United States on 
August 2. I97fe.' The agreement was ex¬ 
tended with some amendments in March 
I982 for a further period of three years (up 
to I985). The three-year PL 480 Title III 
agreement provides for a total commodity 
export, valued not less than $ 163 million 
subject to availability of funds and com¬ 


modities on the part of US'government and 
satisfactory performance of its obligations 
by the Bangladesh government. 

Following the meeting betwreen chief 
martial law administrator Lt General H M 
Ershad and US secretary of agriculture John 
R Block m Washington in October 1983, an 
agreement was signed (on October 23, 1983) 
by the then foreign minister A R S Doha and 
the US secretary of agriculture on behalf of 
their respective governments. Under the 
agreement the US government committed 
Itself to providing about US S 63 million 
worth of commodities during the Financial 
year 1983-84. This S 63 million programme 
was to enable Bangladesh to purchase about 
1,97,0(X) tons of US wheat, 30,000 tons of 
rice, and 12,000 tons of vegetable oil 
(Bangladesh Times, October 27, 1983). 

Provisions or aoreements 

To understand the different obligations of 
government of Bangladesh and overall ob¬ 
jectives oi US government under the Title 
III programme, it is worthwhile to discuss 
briefly the important provisions of PL 480 
Title 111 agreement which was renewed on 
March 8. 1982 There are provisions of both 
general and specific nature in the agreement. 
According to article 1(1), the US government 
agrees lo provide credit to Bangladesh for 
purchases ot agricultural commodities. 
Article (IF) requires that approximately 30 
per cent (by weight) of the commodities sold 
under the agreement be transported in 
United States flag vessels'* 

In addition, Article III of the agreement 
provides that (a) the governments of US and 
Bangladesh "shall take maximum precau¬ 
tions to assure that sales of agricultural com¬ 
modities pursuant to the agreement will not 
displace usual marketings of 'he exporting 
country in these commodities or unduly 
disrupt world prices of agricultural com¬ 
modities ”; (b) “the two governments shall 
seek to assure conditions of commerce per¬ 
mitting private traders to function effective¬ 
ly”, and (c) the government of Bangladesh 
IS required to provide when requested by US 
government a detailed statement of the pro¬ 
gress of self-help measures. 

According to the terms of payment as 
detailed in Part II, Item II of the agreement, 
the repayment is to be made in 40 years with 
the grace period of 10 years during which 
interest rate of 2 per cent would be charged 


T-sbii I. PL 480 AsMsr/sNCF. TO Banoiadish (1971-86) 



Total 
Value 
(S Million) 



Commodities 



Wheat 

Rice 

(1000 

Mairic 

Tons) 

Edible 

Oils 

Others 

Cotton 

(1000 

Bales) 

Title 1 

517 

1317 

646 

106 

_ 

49 

Title II 

36 

2008 

154 

87 

109 

— 

Title ill 

560 

2672 

295 

127 

_ 

176 

Total 

1113 

6197 

1095 

320 

109 

225 


Source USAID. Dhaka 
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and continuing interest rate of 3 per cent 
thereafter. The agreement required that the 
Bangladesh government maintain adequate 
records of deposits into and disbursement 
from special account for not less than three 
years after completion of the programme to 
permit review and audit by the US govern¬ 
ment. The US government also reserve the 
right to review, inspect and audit the ac¬ 
counts of projects in consultation with the 
Bangladesh governmAit. However, the PL 
480 Title III agreement can be terminated 
by either government in the event of circum¬ 
stances not conducive to the continuation 
of the programme. 

The overall objective of the agreement is 
to encourage and .support efforts for (a) in 
creasing agricultural production by main¬ 
taining incentive prices for farmers; (b) im¬ 
proving food security by holding and pro¬ 
perty managing reserves, |c) reducing food 
subsidy; (d) moderating increases of con¬ 
sumer price with Open Market Sales Pro¬ 
gramme; (e) providing resources to assist 
specific agricultural and rural development 
programmes, and finally (f) encouraging the 
development of a private sector cotton spin¬ 
ning industry and promoting the private 
marketing and processing of foodgiains and 
vegetable oils 

Pan II, Item V of the particular provision 
details the ‘self-help’ measures that Bangla¬ 
desh government 

agrees to undertake to improve the produc¬ 
tion. storage and distribution ot agncullural 
commodities 'self-help' measures shall 
be implemented to contribute directly lo 
development process (sii ) in poor rural areas 
and enable ibe poor to panicipalc actively 
in increasing agricultural production through 
jimall farm agnculiure ' 

Under the agreement, the Bangladesh 
government would be required to furnish a 
report on the sell-help measures to USAID 
The mam objectives of the programme are 
said to be to assist the Bangladesh govern¬ 
ment to rapidly increase agricultural produc¬ 
tion by; 

(1) Carrying out the Medium Term hood 
Production Programme (MTfPP) with 
unproved water management and exten¬ 
sion of irrigation system; (b) Expansion 
of the private sector's involvement in the 
marketing of foodgrain and processing 
and distribution of agricultural inputs, 
(c) promotion of agricultural research to 
increase food output and adoption ot 
appropriate measures to improve crop 
forecasting system; 

(2) Maintenance of incentive prices to 
farmers and a government procurement 
programme to maintain these prices to 
encourage the farmers to invest in waier- 
seed-fertiliser technology; 

(3) Maintenance of the reserve system to 
provide foodgrain security to the people. 
The Bangladesh government shall im¬ 
prove and extend the Open Market Sales 
(OMS) as the main release mechanism 
for the reserve programme The main 
objective of the OMS .is to moderate 


market price of rice through sales of 
wheat in the Open Market by the 
government-appointed licensed private 
dealers; 

(4) Continuously phasing down the Public 
Food Distribution System (PFDS) by (a) 
gradual upward adjustment of the ration 
price with the free market price lo reduce 
the subsidy element; (b) reducing the rice 
portion of the ration, and (c) reduction 
in the ration quota for individual card¬ 
holders. In other words, it requires the 
implementation of the above steps to 
reduce the subsidy element and ultimate¬ 
ly to eliminate the major portion ot the 
ration system 

(5) hhcouraging and fostering development 
of a private sector cotton spinning 
indiisirs 

The Title III agreement also requires that 
Bangladesh government shall announce 
public procurement prices of foodgrains al 
reasonably high levels to provide incentive 


to farmers to adopt HYV technology. The 
agreement also requires that procurement 
prices will be fixed before harvesting sUrts, 
i e, July I and November 1 for for ‘man* 
‘boro’ tiwo varieties of rice) respectively and 
wheat. The Bangladesh government com¬ 
plied with the condition of the agreement 
and announced the procurement prices for 
FY 1982-83 aman crop of June 30, 1982 at 
Taka 210 per maund for rice and Tkka 135 
per maund for paddy. Another important 
provision of the contract provides that sale 
proceeds of PL 480 Title HI imported com¬ 
modities will be utilised for development 
purposes mutually agreed upon. With the 
inclusion of cotton in the commodity mix 
of the Title III programme of 1982, role of 
private sector, hitherto limited to foodgrain 
and vegetable oil, has been extended to the 
cotton spinning industry, which earlier was 
largely under (he public sector. The specific 
condition dealing with the use of soybean 
oil IS that “it must be wholesaled and retailed 


I MUt 2 CuMMODiTi All) 10 Bam.i ADLSM i/NDi R PL 480 Tin r. 1II (FY 1978-83) 

(ShipmcMl) 




Wheal 


Rice 

Edible Oil 



Ml 

($ ‘000) 


Ml 

(5 ’000) 

1 V 1978 


1.84,063 

23.841 

_ 

_ 

_ 

1 Y 1979 


3.56,547 

56.334 

— 


— 

IV 1980 


4,06.003 

64,738 

— 

— 

— 

IV 1981 


2.27,318 

31,895 


24,995 

14,935 

l-R 1982 


1,71,700 

25,900 

54,554 

24,496 

13,392 

I Y 1983 


2,27.500 

28,668 

35,40(1 

23,900 

10,841 

loial 


15.71,131 2 

.31.476 

89,954 

73,391 

39,168 

Note 

FY - October.Sepicmber 





.Source Miiiisiiv of Finance and Planning. FRD and USAID. 



Tahi 1 

3- Pk()II< iwisi 

Disiu'ksi mi m 

or Tin 1 

III Funds by 

Banc.i ADrsii Ciu. 

tRNMENT 







(in S VOOJ 

SI Narnt* ihe Projee! 


FY 

FY 

FY FY 

Total 

No 



1979 

1980 

1981 1982 



1 Procurement and disiribulion ol 


chemical fertiliser 

12.1^3 

55.012 

_ 

-- 

67,165 

2 Deep tubewell irrigation 

— 

— 

7,281 

9.220 

16,501 

3 Shallow tubewell iirigaiion (all over 

Bangladesh) 

— 


7,281 

1,699 

8,980 

4 Shallow tubewell irrigation (DA) 




711 

711 

5 Karnafuli irrigalion and flood control 

— 

— 


1.517 

1.517 

6 Bansal irrigation (Phase II) 

— 

— 

— 

529 

529 

7 Muhun irrigation 

— 

— 

— 

782 

782 

8 Manu river project 

— 

- 

— 

2,792 

2,792 

9 Ashuganj shabuj prakalpa 

- 

— 

— 

66 

66 

10 IDA low lift pump 

— 

- 

— 

693 

693 

II Support lo locally developed small 
pumps and other agricultural 

implements 

— 



32 

32 

12 Intensive agricultural production pro¬ 
gramme for norlh-wesi region of 

Bangladesh 

— 

— 

— 

6,131 

6.131 

13 Supply of low lift pumps under canal 
digging programme through voluntary 

mass participation 

— 

— 

— 

13 

13 

14 Low lift pump irrigation 


— 

— 

7,843 

7.843 

15 Command area development 

— 

— 

— 

3 

3 

16 Establishment of workshop complex 

in private sector 

— 

— 

-- 

3 

3 


12.153 

55.012 

14.562 

32,034 

1.13.761 


Sourer. Ministry of Finance and Planning (ERD). 
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through the private sector and not through 
the ration system; nor will offtakes of 
vegetable oil in the ration system be other¬ 
wise increased during the course of the 
agreement” ’ 

Under the current legislative requircmcni, 
purchase of commodities under the agree¬ 
ment must be made by the Bangladesh 
government on the basis of Invitation For 
Bids (IFB) publicly advertised in the US. 
Also as a general rule, terms of the IFB must 
be approved by the general sales manager. 
FAS, USDA, prior to issuance of the same. 
Bids are received and opened publicly in the 
US. Finally, in the event of failure on the 
part of Bangladesh government to adequate¬ 
ly implement the policies and activiiies 
dejgribed in the programme or any provi¬ 
sions of the agreement, the US government 
reserves the right to terminate the agreement 
It is noteworthy that all the conditional 
clauses have been worked out by the USAID 
officials in consultation with the officials of 
Bangladesh government Bangladesh was 
compelled to accept some of the clauses 
under compelling circumstances 

We may now turn to the volume of com¬ 
modities already shipped since the cotn- 
mencemenl of the Title III programme in 
Bangladesh The summary of total ship¬ 
ments of commodity mix under FY 1978-8.1 
Title III agreement is presented tn Table 2 

1able 2 shows that total shipments till FY 
I98I under PI 480 Title III amounted to 
11,74,000 metric tons of wheat and edible 
oil of 25.000 metric tons respectively valued 
at S 191.4 million. These were mainly releas¬ 
ed to consumers by the Bangladesh govern¬ 
ment through the Modified Ration System 
(MR) and Open Market Sales. Table 2 also 
shows that the most significant and largest 
commodity import under PL 480 Title III 
was wheal. From the sale proceeds of the 
above Items, the taka equivalent of S 117 4 
million had been deposited in the special ac¬ 
count Out of this $ 113.8 million has already 
been disbursed to a wide variety of develop¬ 
ment projects agreed upon between the two 
governments. And an amount of $ 99.0 
million was certified for currency use offset 
purposes, lable 3 gives the projectwise 
disbursement of Title III funds by the 
Bangladesh government. 

The overall progress ol these projects, 
some notable exceptions apart, is .satisfac¬ 
tory. For example, three major projects i e, 
the Deep Tubewell Irrigation, Shallow 
Tubewell Irrigation and the Karnafuli Irriga¬ 
tion and Flood Control Project have been 
successfully completed On the other hand, 
the Ashuganj Sabuj Prokalpa, a difficult 
and tll-designed project, has eventually been 
abandoned by the Bangladesh Agricultural 
Development C’orporation Also the project 
for establishment of workshop complex in 
the private sector has not made much head¬ 
way. The project target was to set up as many 
as 70 workshops in the private sector for the 
training of 9,000 persons and to purchase 
40 machines. The perform record shows that 


no workshop was established; not a single 
person was trained; while only 37 machines 
were purchased. Another ill-executed project 
is the ‘Command Area Development Pro¬ 
ject’ which has also been dropped now. In 
view of the poor performance of the pro¬ 
jects, the USAID officials have suggested 
that the Bangladesh government tmplemen- 
ting agencies in collaboration with USAID 
should undertake annual review and evalua¬ 
tion of the approved projects under Title III 
local currency funding. That should ensure 
proper allocation and utilisation keeping in 
view the performance and priority of pro¬ 
jects mutually agreed upon. 

IMPACI or PL 480TtTLt III PROORAMMr 

The objective of Title III PL 480 pro¬ 
gramme conforms to the overall strategy of 
the US government in Bangladesh. The pro¬ 
gramme fulfills mutual needs of both the 
Bangladesh and the US governments While 
Bangladesh procures through the programme 
much needed supplies of cereals and other 
commodities annually, the US government 
uses its leverage to further its own politico- 
economic interests in the country. The con¬ 
vergence of interest is reflected in the policy 
package that the government of Bangladesh 
undertakes to implement as a covenant of 
PL 480 agreement In fact, many domestic 
policies of Bangladesh government emanate 
directly frpm the conditionalities of the 
agreement, or at least are in conformity with 
them. Specific instances may be cited where 
the Bangladesh government adopted certain 
policies in a given time frame to fulfil the 
terms and conditions of the agreement By 
way of prefacing the citation of such cases. 


one may recall here some characteristic 
trends in regard to the general direction of 
US foreign policy. Obviously, policy im¬ 
peratives suggested to the ^ngladesh 
government emanate from the following 
goals and objectives of the United States: 
(i) Fostering the private sector; (ii) Streng¬ 
thening the market mechanism; and (iii) 
Deregulation and decontrol of the economy. 

As regards to the first objective it is noted 
that under the terms and conditions of PL 
480 Title III agreement of March 1982, the 
Bangladesh government was required to 
eliminate the 12,500 spindle limitation that 
hitherto hindered the establishment of tex¬ 
tile industries in the private sector. To satisfy 
the terms specified in Part II, Item V 6 of 
the PL 480 Title III agreement and para 29 
of the agreed minutes, the ministry of in¬ 
dustries issued a letter on June 26, 1982 to 
ail private entrepreneurs, who had earlier 
received licences to establish cotton spinning 
mills, that there would henceforth be no 
limitation of 12,000 spindles in cotton mills 
m the private sector. The elimination of the 
limitation means that potential investors 
may now install any number of spindles. 

There are other tnstances to demonstrate 
that USAID desired to bring about changes 
in domestic trade and investment of Bangla¬ 
desh in order to strengthen the market 
mechanism in place of state control and 
regulations The example of the private 
sector grain Irade may be cited here. The 
Bangladesh government gradually liberalised 
the anii-hoarding legislation which has-been 
designed to regulate the private sector grain 
trade in the country as fulfilment of another 
condition of the Title 111 agreement. In the 
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TAauE4; Bangladesh Government Anti-Hoarding Laws in Practice for Foodcrains 

(FOR Licensed Dealersi 


Effective I^te 

Maximum Amount that can be 
held (in Maunds) 

Retailer Wholesaler 

Time Limit 

November 11. 1979 

30 

3000 

7 days at one location and 20 
days at different locations. 

August 4, 1980 

too 

1000 

No time limit. 

January 3, 1981 

250 

5000 

No time limit. 


Sourer. Government of Bangladesh, Ministry of Food. 


name of providing greater opportunity and 
incentive to the private grain traders of the 
country, the anti-hoarding legislation was 
amended in 1980 and 1981 raising the limits 
of the maximum amount of foodgrain that 
could be stored by the letaikts and wholesaler 

Steady liberalisation of anti-hoarding 
regulations have been introduced over time 
towards meeting the terms and conditions 
of Title ill agreement giving the private 
grain dealers a greater role in foodgrain 
management. The maximum quantity of 
grains that can be stored by private traders 
(retailers) has been increased to 2Sfl maunds 
and by wholesalers to 5,000 maunds with no 
limitation as to time and place for holding 
the stocks. 

In further fuirilmeni of the conditions of 
Title III agreement, the prices of rationed 
commodities (rice and wheat) have also been 
enhanced gradually on different occasions 
to reduce the government subsidy. The prices 
of rice and wheat were raised in May 1980 
and April'1981 respectively. The total in¬ 
crease amounted to about 30 per cent The 
prictof rice was raised from taka 155.2 per 
maund to taka 175 pei maund. The wheat 
price was also raised trom taka 116 per 
maund to taka 124 per maund. Again, in 
July 1982, the price lor rice was enhanced 
to taka 195 per maund and that of wheal 
to taka 134 per maund To reduce the govern¬ 
ment subsidies the foodgrain quota per ra¬ 
tion cardholder was also cut in December 12, 
1981 from 2.5 seers to 2.0 seers per adult per 
week. This demonstrates the influence ot 
two major Title III programme objectives 
with regard to Bangladesh government lood 
policy. According to the first objective, a 
price structure more conducive to produc 
tion incentives and .second, phasing down of 
the Public Food Distribution System are thus 
achieved. According to an analyst, the 
pressure with regard to the ration system 
“did indeed lead to socially desirable 
changes of poliL 7 , supported by a wide sec¬ 
tion within (he community, but (he fact re¬ 
mained (hat the government was forced to 
undertake measures as a result of pressure 
from external donors which undermined her 
autonomy of decision making . 

The inclusion of US proposal to en¬ 
courage sale and distribution of (he entire 
quantity of wheat fhrough OMS in the Title 
III programme implied a greater reliance on 
the free market. The Bangladesh government 
hesiuted to accept this because of the 
possibility of ‘hoarding’ by the licensed 


foodgrain dealers.’' Therefore, it wanted to 
distribute wheat through the district ad¬ 
ministration rather than through the OMS. 
The USAID argued that in (hat case the sale 
mechanism will hardly differ with the ex¬ 
isting ration system. Finally, Bangladesh 
government yielded to USAID’s suggestion 
and agreed to sell wheal through private 
dealers. The USAID also argued that a 
greater role for the private grain trade is 
necessary because Bangladesh government 
will not be able to expand its distribution 
network in face ol mounting population 
pressures 

Through the Title III Programme, the 
USAID also suggested policy options to 
reduce the scope and role of the nationalised 
banking sector For instance under the 
Title III agreement signed in March 1982, 
the US made commitments to provide about 
75,(XX) tons ol wheat to Bangladesh The 
USAID desiicd that sales proceeds of the 
same should be deposited in commercial 
banks rather than in the nationalised govern¬ 
ment banks It may be noted that Bangladesh 
government nationalised the Banking 
System in 1972 The decision by the govern- 
iiicnt, relucianllv of course, to designate 
piivaie commcicial banks lor the purpose 
denied the nationalised banks the opportuni¬ 
ty to operate in an area that had been their 
monopoly 

Another iinporianf USAID policy objec¬ 
tive attained through the Title III agreement 
has been ihe establishment of the Food and 
leriilisei Planning and Monitoring Secre¬ 
tariat (FI PMS) which has been providing 
Bangladesh government with necessary data 
and analyses lor planning and formulation 
ol lood policy 

It IS evident Irom the above examples, 
which m.Ty be multiplied, that the Bangladesh 
government has certainly been influenced by 
the US through the Title III ‘condi¬ 
tionalities'. And Ihe predilections of the 
government arc also apparent Irom the fact 
that some of the decisions, e g, reduction of 
ration prices and reduction in fertiliser sub¬ 
sidies, have not been popular among the rul¬ 
ing elite and these decisions have been taken 
with great hesitation. 

However, according to some officials ol 
the government of Bangladesh, the PL 480 
Title 111 programme has strengthened its ef¬ 
forts III recent years to cope with chronic 
food shortages, to meet out balance of 
payments position, to stabilise the domestic 
food prices through the operation of OMS 


gnd also to finance mutually agreed upon 
development projects in the agriculture, ir¬ 
rigation and rural development sectors to in¬ 
crease agricultural production.'** 

Nolea 

1 It IS worth noting that tjle legal basis for 
the PL 480 Titie III programme was pro¬ 
vided under the International Development 
and Food Assistance Act of 1975 which 
amended the previously enacted Agricul¬ 
tural and Trade Development and Assis¬ 
tance Act of 1954 

2 For details of commodity grants/loans 
under PL 480 sec USAID: Bilateral Eco¬ 
nomic Assistance to Bangladesh—, October 

1982 

3 It was the second such agreement negotiated 
with a recipient country, the first being 
Bolivia 

4 See Agreement between the Government of 
the United Statei of America and the 
Government of Ihe People's Republic of 
Bangladesh, For Sales of Agricultural Com¬ 
modities PL 480 Title III. March 8, 1982. 

5 Ibid, Pan II, p 2 

6 Ibid, Part II, pp 2-5 

7 Agreement between the Government of Ihe 
United States of America and the Govern¬ 
ment of the People's Republic of Bangla¬ 
desh. For Sales of Agricultural Commo¬ 
dities, PL 480 Title III, op cit. Annex B, 
p V-8. 

8 Ifthekar A Chowdhury. ‘Bangladesh's Ex¬ 
ternal Relations' A Sub-System’, PhD 
dissertation submitted to the Australian Na¬ 
tional University (May 1980), p 30. 

9 A high level meeting held under the chair¬ 
manship of a member of the Planning 
Commission of Bangladesh opined that it 
would be distributed through both OMS 
and MR and thai price difference between 
OMS and MR would be increasingly reduc¬ 
ed. The meeting, however, decided that 
wheal flour (atia) would not be distributed 
through the rationing system because il 
would increase public sector operation at 
Ihe cost of small flour mills in the private 
sector For details, see Holiday, January 8. 

1983 

10 Discussion with Sahadal Ullah, member. 
Planning Commission of Bangladesh, M 
Syedu^^aman, former .secretary of finance 
and Mohammed All, former secretary of 
ministry of food, government of 
Bangladesh on March 29. March 15 and 
April 7, 1983, respectively. 
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There are so many 
faces to India. Some of 
them, centuries old. Yet, they 
have a timeless appeal. 
Look at the Kathakali dancer. 
He strives for perfection 
at every step. Whether it's the 
fluid movement of his eyes. 
Or his intricate footwork. 
He works at it tirelessly. 
Because he knows his 
reputation depends on every 
performance he gives. And 
flaws, if any, are quick to 
be noticed. 

At Hindustan Lever, our 
exports have been built on 
some of the same principles 
as the classical dancer. Their 
zeal to attain perfection and 
exact sense of timing are 
reflected in our export efforts. 
Today, we’re striving to 
make the “Made in India" 
label as good as the best in 
the world. And making no 
compromises on quality. 


India can. 


Unilever’s decision to source 
its worldwide requirement of 
Pears soap from India shows 
the confidence it has in the 
quality of our products. Soon, 
wherever in the world you 
buy a Pears soap, it will be 
made in India. Pears, 



HIND U S^ LEVER 


however, is just one small 
example. 

Hindustan Lever also 
exports Indian brands like 
Dalda, llima, Rin and Fair 
& Lovely that have gained 
international acceptance. 
Besides prestigious names 
like Llizabeth Arden, Pierre 
Cardin, Timotei and Hush 
Puppies. 80% of our exports 


are value-added consumer 
brands. Today, we are among 
the largest manufacturer 
exporters in the Indian private 
sector. With exports in the 
last 3 years touching 
Rs. -M)0 crores. 

As we build brands 
and venture into new 
businesses, we keep 
di.scovcring the enormous 
wealth of India’s intellect. 
It has helped us meet every 
challenge. And motivated 
our growth plans. We know 
we can set our sights far, 
To a future where India 
will be playing a dynamic 
role in the emerging world 
economy. We’ll be proud 
to help her reach that 
goal. For we believe that if 
you have a dream and 
the determination, India 
will take you there. We 
have seen it happen. 
For 60 years. 


India did. India will. 
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PERSPECTIVES 


Budget Bluffs 

Ashok Rudra 

While in economic matters our finance minister and bis advisers 
seem to have undergone brain transplantation in America, it is 
heartening to see that in the matter of delivering sermons they 
remain true to the hoary tradition of Indian Gurus. 


IN a TV interview on budget day, finance 
minister Manmohan Singh said he was lear¬ 
ning fast or something like that. He is in¬ 
deed learning fast. Ixarning to be a politi¬ 
cian. His budget speech was indeed extreme¬ 
ly impressive. It has impressed different peo¬ 
ple for different reasons. In my case I am 
impressed no end by the cheek and audacity 
of the bluffing from beginning to end with 
the consummate skill of an accomplished 
politiaan. Thus, he could, at the very begin¬ 
ning invoke the name of Gandhi, talk of 
“firm commitment to austerity”, condemn 
“the soulless consumerism and the wasteful 
lifestyles of the affluent countries of the 
West”, say ‘conspicuous consumption has to 
be actively discouraged”, and in that same 
speech announce the withdrawal of the ex¬ 
penditure tax on luxury restaurants that he 
had imposed last year. Also, only a few days 
before budget day Indian Airlines could 
announce a bonanza in the form of an in¬ 
augural flight to Sharjah that would trans¬ 
port some 100 odd VVJPs for a stay in lux 
ury hotels and purchases, complete with pro¬ 
vision of so many hundred dollars each 
Similarly, he has the cheek to say, “This is 
precisely the vision of self-reliance as be¬ 
queathed to us by Jawaharlal Nehru", while 
undermining every single piece of the policy 
edifice that was built by Nehru. He has the 
audacity of recalling that “our longer term 
objective ts to evolve a pattern of produc¬ 
tion which is labour intensive and generates 
larger employment opportunities in produc¬ 
tive higher Income jobs and reduces the 
disparities in income and wealth, etc”—this 
as a preamble to a budget that promises 
retrenchment of workers, higher profits and 
lower taxes to capitalists and rich farmers 
and sections of the middle class and sale of 
the p'lblic sector, which, right or wrong, 
Nehru made the cornerstone of his develop¬ 
ment strategy. 

The biggest bluff is of course about in¬ 
flation having been controlled. The finance 
minitter has claimed that the rate of infla¬ 
tion has been brought down during the last 
year from about 16 per cent to about 12 per 
cent. The rate of inflation has apparently 
been measured by the Wholes^e Price 
index. A price index being highly dependent 
on various arbitrary elements like weights, 
choice of base year, etc, it is always possible 


to produce any desired result by manipulat¬ 
ing the index. However, it has never before 
been suspected in our country that the 
authorities have been doctoring index 
numbers. But should our finance minister 
insist that the general price level has gone 
down, a sutistician like the present writer 
would be obliged to express the suspicion 
that the statistical authorities have resorted 
to the ultimate dishonesty of index number 
manipulation. In any case, insofar as in¬ 
flation is detrimental to the poor masses, the 
relevant index is that of Cost of Living and 
not Wholesale Prices. It is noteworthy that 
the finance minister preferred to talk about 
the Wholesale Price Indai and not the Cost 
of Living Index. 

A more serious Muff about inflation is the 
forecast made by the finance secretary the 
next day that, in the course of the current 
financial year, the rate of inflation would be 
brought down to a mere 6 per cent. No such 
precise forecast is possible even with the help 
of carefully constructed econometric 
models; such a model would yield forecasts 
with margins of error—Tblerance Limits or 
Confidence Intervals. We a^ quite sure that 
no such forecast model lies behind the 
prediction; if indeed one had constructed 
such a model it would necessarily involve 
several explanatory variables and not just the 
single variable ‘fiscal deficit', which is being 
treated by the think-tank of the finance 
minister as a totem. The different deficits— 
why only the fiscal one?-Tdo certainly con¬ 
tribute to inflation; but surely, there cannot 
be any econometric model that would reduce 
Itself to inflation being a function of the 
single variable ‘fiscal deficit*. Hike of railway 
freight rates, increase of postal charges, 
increase of issue price of cereals—is one 
pretending that they do not contribute to in¬ 
flation or that their effects are subsumed in 
the fiscal deficit? Hence we can state with 
confidence that it is a bluff to predict that 
inflation would be reduced to such and such 
per cent because the fiscal deficit would be 
reduced to S per cent. No particular number, 
whether IMF’s 6.S per cent or our finance 
ministry’s S per cent, can have such magic 
potenev; whoever says that is not using any 
econometric model but a kind of economics 
that IS akin to astrology with its associated 
magic remedies (Anyway, if there really is 


such a model, why not publish it? Some of 
us non-government economists loo can 
understand models!) 

Another big bluff is the National Renewal 
Fund. In explaining that the “Fund will pro¬ 
vide assistance to cover the cost of retrain¬ 
ing and redeployment of labour arising as 
a result of modernisation and restructuring, 
etc” It IS being tacitly admitted that a large 
body of workers would be thrown out on the 
streets. But what kind of a 'protective net’ 
is being promised for them? Retraining 
them? What is the sceruirio? The workers of, 
say, the jute industry, who arc striking and 
are facing the prospect of retrenchment, 
would be given training in computer pro¬ 
gramming? And after that, they would be 
given employment in hi-tech industries that 
would be set up by Germans and Japanese 
firms? Till they get absorbed they would be 
looked after? How many workers for how 
many days can be offered such ‘protection’? 
Let us not forget that the same Rs l,(X)0crore 
that is supposed to take care of the retren¬ 
ched workers is also supposed to compensate 
the rural poor for the cuts in the various 
poverty alleviation programmes. 

Yei another bluff is about the ‘revamped’ 
public distribution system: “The government 
will remain fully vigilant on the price front 
and will use the public distribution system 
to counter inflation and in particular to pro¬ 
tect the poorer sections of the population 
from high prices”. What are the concrete 
proposals to translate into reality these words 
of assurance, uttered in the tone of a ‘Guru’ 
pronouncing Aohaya Bani, a tone that suf¬ 
fuses the entire speech? ‘Revamping’— 
whatever the word means here—“in 1,700 of 
the most backward blocks of the country” 
(repeated twice in the speech, once in pare 
13 and again in pare 44) is all that is pro¬ 
mised. No question of excluding the richer 
sections of the population from the PDS 
network and extending the latter to cover all 
the rural poor. 

It is while speaking about the poor that 
Manmohan Singh proves best what consum¬ 
mate skills he has already acquired in mak¬ 
ing false promises. Thus he can say in para 
30, “the centre on its part is firmly commit¬ 
ted to continued funding and revamping of 
the various poverty alleviation schemes 
which are a major element in our develop¬ 
ment strategy” and only a^bw paragraphs 
later can admit that the allocation for Riual 
Development Programmes “is somewhat 
lower than the budget estimates of 1991-92”. 
He adds, “though it is higher than the revis¬ 
ed estimates”, which only means that the last 
year’s programmes were not fully imple¬ 
mented. He lakes cate not to make any refer¬ 
ence in his speech to the cuts he proposes 
in such items as drinking water supply for 
villages, rural sanitation programmes, land 
reforms, etc—programmes for which the 
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eirifer alkications were in aiiy cate miniscuk. 
Tbeiiorious ‘globaliied’ twenty-flrsi century 
economy which it promited in the budget 
is to continue to have villages without drink¬ 
ing water and no connecting roads with the 
rest of the country. 

One mote important area of bluff is that 
of exports and imports. Here the finance 
minitter takes pains to explain in detail. 
‘Tnerc are some who argue that all we need 
to do to solve our balance of payments pro¬ 
blem is to compress our imports. I would 
like to point out that import compression 
has already been carried out to the extreme 
and imy further compression can only be at 
the cost of both growth and employment. 
Imports of non-essential consumer goods 
should certainly continue to be discouraged” 

This contention cannot be allowed to go 
unchallenged. All economists who take this 
line owe to others, who do not, an exercise 
of going over our imports item by item and 
showing why a particular item is es.sential. 
Such an exercise would reveal that the bulk 
of our imports consist of raw materials and 
capital goods for the production of inessen¬ 
tial consumer goods which are demanded by 
the richer sections of the population It is 
well known that the only industnes that have 
been flourishing in the general state of 
stagnation are those that merely assemble 
and package products that are the staples of 
“the soulless consumerism” of the We.st It 
is to such industries and such products that 
the floodgates are being opened by the new 
industry and trade policy 

Do we really require to impori so much 
petroleum? Are all the flights of the Indian 
Airlines so very esseniiaP Do all the cars 
that ply in the streets of our big cities run 
on emergency errands'* There surds is a case 
for petrol rationing Why is ii not even 
mentioned'* 

The argument that coiiipeniion helps pro 
ducers improve efficienc-y is of course high 
school economics Bui, surely, il one were 
really interested in more conipciilion, one 
would not have removed whalc’ver little con 
trol one had over monopolislic piacliccs* 
tven with import rcslriciions one can have 
a lot of compelition among domcsiic firms 
Why is that option not given a thought'* 

The ‘historic’ budget of Manmohan Singh 
IS not just histone, it is miraculous he over 
shoots the target set by the IMf for reduc¬ 
ing the fiscal deficit and he achieves that in 
an apparently painless mannei, like a majui 
operation being carried out by an acupunc¬ 
ture specialist. 

There are two ways of reducing a deficit 
One IS by way of raising more resources, the 
.second is by reducing cxpcndiiiire Our 
finance minister has chosen the second 
course. He has distributed tax reduction 
benefits to all who might have to pay any 
direct tax; in that process, he has indulged 
in frivolities like increasing the standard 
deduction for women employees. Not only 
that tax rates are lowered, not a word is said 


about tax evaders, not a word about black 
money. The argument that an enormous 
amount could have been realised from 
unearthing black money or al least the fresh 
generation of black money is treated as a 
leftist joke. Tax evasion has long been con¬ 
doned. The approach remains unchanged 
reward rather than punish the criminal. 
While talking about the gold bond scheme 
the finance minister has assured, “as an 
added incentive, holders of such bonds will 
not be asked any questions about the source 
of the gold holding". 

The same approach lies in offering traders 
to get away with the ridiculously small lax 
amount of Rs 1,400. Strangely, this has been 
flaunted as a “widening” of the tax base; 
as if. earlier, traders were not suppiused to 
pay tax on their income. 

The minister has cut expenditures drasti¬ 
cally, but taking care that none of the poli¬ 
tically influential sections ate affected. Thus, 
after making so much sound, the fertiliser 
subsidy remains; on top. duties ate lessened 
for various pesticides and, very signiTicani- 
ly, for labour displacing agricultural 
machinery, like rice-transplanters. The 
defence allocat ion is of course raised and so 
IS that for telecommunications. (But those 
who travel by bullock carts on dirt roads will 
continue to do so, and letters will continue 
to take two to three weeks to travel from 
Delhi to Calcutta while costing more.) 

Another important step that has been 
taken for curtailing expenditure is by way of 
reducing the interest burden. The abolition 
of exemptions under Sections SOL, 80CCA. 
etc, would indeed reduce the interest burden, 
but it would not result in any increase of tax 
receipts. That is because similar exemptions 
as befon. are going to be allowed on deposits 
in mutual funds and like funds in the private 
sector. In other words, the operation really 
aims at diverting savings to the private sec¬ 
tor with the help of the same instrument of 
tax exemptions. 

But the real expenditure cut is on items 
which will noi affect any of the organised 
lobbies. We have already pointed to the cuts 
in poverty alleviation programmes. But the 
cut that IS really going to hurt people 
without any voice is going to be in the form 
of a freeze on fresh appointments. Already 
directions have gone out and more will go 
out on stopping fresh recruitments in all 
public sector bodies. Austerity will not in the 
least affect the lavish expenditure pattern in 
these bodies But the unemployed, whether 
the educated ones in the urban sector or 
those in the rural sector, will have to wait 
indefinitely. A sapling has been planted. It 
will grow' into a big tree. It will give lots of 
fruit in some years* time Wait till then and 
starve That is the message of the ‘budget 
with a human face*. That is the mystery of 
deficit reduction without any pains. The 
unemployed have no lobbies. The workers 
in the unorganised sector have no lobbies. 
Their pain is not heard—it is therefore no 


pain. 

Singh began his budget speech by diawing 
a grim picture of the legacy that was in¬ 
herited by the government when it came to 
power: “an economy on the verge of col¬ 
lapse, inflation was accelerating rapidly, the 
balance of payments were in serious trou¬ 
ble”, etc, as a result of which the industrial 
growth had become negative from May 1991 
onwards. Later in the speech he puts the 
blame for the heavy interest charges on “the 
cumulative effect of past deficits”. It is in¬ 
deed amusing that Manmohan Singh should 
pretend that the problems were not the crea¬ 
tion of his own government. What was the 
party that was in power when the problems 
were created and who was advising the 
government in financial matters during those 
days? 

Next he goes on to congratulate his own 
governineni for having regained “credibility 
both domestically and in the eyes of the 
world”. Actually, it is only the support lent 
to him by the creditors in the world capital 
market that is being interpreted by him as 
credibility in general; that allows our finance 
minister lo pat himself on the back for the 
“capacity of the government to manage the 
economy” and to pronounce Abhaya Bani 
several times in his speech in words like “the 
House can rest assured that", etc After ail, 
ours IS a country of Gurus and Yogis, of 
Saibabas and Mahesh Yogis and Bhagvan 
Rajamshes Gurus and Yogis are given to 
pronouncing Truths. They are not expected 
lo justify them o. explain them. While in 
economic matters our finance minister and 
his advisers seem to have undergone brain 
transplantation in America, it is heartening 
to see that in the matter of delivering ser¬ 
mons they remain true to the hoary tradi¬ 
tion of Ihdian Gurus. 

Post-senpf. Ours is of course a ‘leftist’ 
reaction We are, of course, not ashamed of 
our leftism, of our continued allegiance to 
the strategy of development as originally for¬ 
mulated by Nehru and Mahaianobis (which 
IS not to be equated to the policies that were 
actually pursued in their name). But one has 
not got to be a leftist to make the criticisms 
that we have made The Economic Times is 
not known for any leftist bias, it had second 
thoughts only one day after its initial warm 
welcome extended to the ‘Landmark Budget*. 
In one editorial on March 2, it expressed 
doubts as to the ‘Return of Growth' and 
observed that “whether the measures pro¬ 
posed in the budget will com^nsate for the 
negative impact of the cut in public sector 
spending remains to be seen”. In a second 
editorial on the same day it deplored “Bad 
Deal for the Boor” and observed, theei- 
perience of other countries show, reform 
packages usually fail when the government 
fails to take care of the poor”. It is. thus, 
seen that even a mouthpiece of Indian 
monopoly capitalism has not been taken in 
by the Abhaya Bani pronounced by the 
finance minister. 
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fion and water loss from evaporation and 
seepage. One'ean note that except these ex¬ 
ternal warnings of depletion and water loss, 
observed conditions ol groundwaier and 
power supply are not actually internal to the 
studied model 

The next three chapters present a broad- 
based evaluation of the relaiivc cconomn. 
and technical significance ul the tiadiiional 
and modern groundwater extraction techno 
logics boih Irom the pnsalc and social view 
points While there has been a substantial 
replacement of labour-intensive liadiiional 
mechanisms based on human and aminal 
power by capital intensive modern walcr lil¬ 
ting technologies based on elcclrie and diesel 
energy in the Indo-Ciangetn region, liadi 
tional lifting devices still hold swav in riiaiiv 
parts ol Kajasthan. Madhya I’railesh, kai 
nataka, and Maharashtra, essenlially due lo 
farm size and tragmciitation problems li is 
shown that even though the capital costs ol 
modern Idling devices like lubcvvclls and 
pumpsets are higher, their operaling crisis 
are tar lowei than the traditional ones. loi 
instance, the vaiiable cosis ot cstracting 
1,000 cubic metres ol watci were estimated 
to be Rs 91 under lopc and bucket life bin 
only Rs 14 under elccUic lubewcll However, 
the private economic beiietiis Irom the cs 
pansion ol tubcwclls and pumpsets should 
be weighed against the scnoiis social costs 
in terms ol eMcrnaliiics caused hv ground 
water depletion 1 he analysis ol exiernaliiies 
in terms oi scll-imposed exiernaliiies. mtra 
aquifei externalities, inlei aqmici cMei 
nalities, and trails aqniler exicinalilies 
represents an imponani an.ilyiical coniiibii- 
tion I'oi inteiiialising iliese evieinal 
diseconomies, Dhawan, as usn.il, leveils 
back to his siiggeslion ol public provision 
ol groundwater supply, ot couise, with the 
proviso ‘wherever ii is leasible' While the 
author recognises the laci that the exter¬ 
nalities are emerging essentially Irom ihe lad 
that groundwaier resouicc is an ill-clelmed 
common property, he, howevei, tails lo see 
that the ultimate solution to ihe cMcinaliiv 
problem lies in an effeciive and enloiccable 
properly rights system in gioniiclwaiei 

An in-depth analysis ol the issues involved 
m groundwaier undcr-uiilisalioii in HI’ ui 
geneial and eastern IIP m parliculai is ilie 
subject ol Chapter 10 Utilising ihe d.ita 
from the revaluation Division ol the UP 
Slate Planning Institute, the unit costs ol n 
rigation for six differcnl well types (with dil 
fereni power source and well striiciiire) and 
seven categones ol farmer (with dillciem 
farm si^e and a' el position, and opiroiiuniiy 
costs ot laboui and capital) ate derived 
Assuming that (he benefits Irom an acre- 
inch of watet arc unaflecied by the level ol 
well utilisation, Dhawan shows how the 
benefit-cost ratio fBCR) varies across well 
types and farmer categories as well as dil- 
ferent water output levels The implication 
is that labour-intensive traditional modes of 


water extraction are infeasible not only for 
large farmers but even for small farmers with 
high opportunity cost of labour. Similarly, 
capital-intensive modern water extraction 
mechanisms arc infeasible for small farmers 
mainly due to the possibility of under¬ 
utilisation Since the BCR analysis includes 
new dimensions like farm si^c, assci owner¬ 
ship, farmers' perception of iheopportunitv 
costs ol I heir labour and capital, and the 
type and utilisation level of wells, it provides 
very useful insights into (he factors underly¬ 
ing Ihe choice of water lifting mechanisms 
in UP 

Another highlight of Chapter 10 is the 
deinonsliation of ihe methodological 
superiority ol the area approach ovei the 
stock OI unii approach by applying the two 
approaches lor the estimation ot disiiiei- 
wise groundwater withdrawal in UP Uiidet 
the area approach proposed by Dhawan, 
groundwaier withdrawal in each disiricl is 
obtained by adjusting the crop and well 
spccitic irrigalion della pcriaimng 'o a 
relercnee distiict, i c, the Meerut district, in 
accordance with ihe crop intensity, noim.il 
rainfall, and composition ol ditlereiil Ivpcs 
ol iriigjlion sirucliires observed in otiui 
disiriets It is a bclier and moie lealisiic 
approach than the sloek or unil .ippio.ich 
undei which groundwater wiihdiawal is 
esiinialed simply by multiplying ihe nunibei 
ol clillereiil types ol wells by then cones 
ponding area norm.s 

Ihe penultimate ehapici presents an 
econometric ireaimeni ol ihe laclois ni 
riiieiieing the demand lor irrigalion in ihc 
case ol govcrnmenl lubewclls in UP Uliliv 
mg the stale level lime scries data and a 
model III which annual itinning hours ol 
luhcwellv IS postulated as a I unction ot live 
independent variables, vi/ the index ol ac 
lual rainfall, weighted average ol normal 
rainlall in millimelie, index numbei ol 
agrieiillural wholesale prices, irrigation lalc 
III paisc per 10,000 gallons, and percentage 
ot tubcwclls in development stage, Dhawan 
has shown that the main factors alleclmg 
nngalion demand (in terms ol running 
houis) arc ihe rainlall related variables and 
Ihe agric'ulliiial wholesale prices 1 he m 
significance ol Ihe irrigation rale is explained 
by the heavily subsidised nature ol walei 
puces in government lubewell systems Since 
ilie under pricing ot walcr leads to huge 
tinaiicial losses, Dhawaii calls lot an upward 
revision m ihc water rates and supports a 
two-part taritf lor lubewell water. 

In the tinal chapter, the ‘Wharton School 
Method' commonly u.sed in the industrial 
economics literature is adapted to study Ihe 
phenomenon of undcr-utihsalion in state 
lubewclls operating m UP In this meibod, 
the maximum sustainable output level tor 
an activity is broadly identified as the curve 
that passes through the peak points ol past 
output records. Utilising the data on annual 
average running hours of some 1,649 slate 


tubewells during the niid-30s to mid-60s. the 
highest peak was identiried as 3,900 hours. 
Given this maximum and the frequency 
distribution of tubewells in terms of tlwir an¬ 
nual running hours during 1966-67, around 
SO per cent of the state tubewells were iden- 
lified as under-utilised. Dhawan notes that 
only a small part of the unutilised capacity 
in state tubewells can be ascribed to the ef¬ 
fects of transitory factors like weather cycles, 
law and order problems, etc. But the major 
part ol under-utilisation can be attributed 
to the erosion in rated capacity which itself 
IS the diieci result of under-priced lubewell 
water. 

While one might have reservations against 
(he author's views on Ihe regulatory aspects 
of groundwatei management like his ad¬ 
vocacy of public provision of groundwater 
to counter externalities as well as his over- 
generalisalions of Ihe Indo-Gangclic ex¬ 
perience especiallv those related to the ex¬ 
tent ot groundwater recharge due to canal 
irrigation and Ihe replacement of dugwells 
by tubcwclls, his significant analytical and 
mclhodologieai contributions cannot but be 
simply appieeiated. The technical treatment 
ol the multi dimensional aspects of exter¬ 
nality IS an imporiani analytical and eon- 
ecplual eonliibulion Similarly, the techni¬ 
que ol esiimaiing groundwater withdrawal 
utilising a rel.itivist approach is very useful 
to ciicumveni the lack ol disiiicl-wi.se well- 
specific data on irrigation delta Dhawan’s 
detailed quantitative and econometric 
anulvsiv ot gioundwatei utilisation, not- 
withslanding the scantiness ol data, attests 
to his ability lo develop innovative metho¬ 
dology that IS less demanding in data but 
more revealing in terms ol insights and 
implicaiionv 

Although most ol the studies included in 
this volume are based on data related to the 
7(K and early 8(K, the book still contains very 
valuable and relevanl lime scries and eross- 
seclion infoimaiion on various aspects of 
our groundwater economy I bis highly pro¬ 
vocative book also brings out a number ot 
potential issues lequinng further research 
like the issue ol analysing the relative ef¬ 
ficacy ol vjiious regulatory mechanisms 
(well-spacing, power supply and tariff 
policies, and more importantly, licensing or 
properly rights systems in groundwater 
resources) The still unresolved conceplual 
issue ol whether the area under supplemen¬ 
tal or stand by irrigation (c g, wells/tubewells 
irrigation m canal commands) should be in¬ 
cluded under groundwater irrigation or 
under canal irrigation and its implications 
for the estimation of the relative irrigation 
potential of minor and major irrigation also 
warrant Ihe attention of researchers. The 
book, a ciimpcndium of well-conceived ma¬ 
jor issues in the realm of minor irrigation, 
IS certainly a welcome addition to the cur¬ 
rent body ol literature on water resouice 
economics and will be of much use for both 
researchers and policy-makers alike. 
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Import Liberalisation as a Tool of Economic 
Policy in India since Mid-Eighties 

Sunanda Sen 
R Upendra Dan 

Exatnining the specificities of the liberalised trade regime that commenced in the early 80s this paper goes into 
the facts relating to import liberalisatioh, the design of long-term policy changes and short-term adjustments 
and the short-run impact on trade. The anblysis points to the ineffectiveness of the ‘export-link’ to import liberalisa¬ 
tion. The paper concludes with an overview of the overall macro-economic implications of import liberalisation. 


THE present paper looks into the 
specificities of the liberalised trade regime 
in India the beginning of which can be trac¬ 
ed baibk to the early 80s. Sections I and II 
dejil .with the facts relating to import 
lil^ralisation in India, including the design 
of long-term policy changes and the short¬ 
term adjustments. Section III analyses the 
short-run impact of policy changes on tradct 
pointing at the rise in imports as a propor¬ 
tion to GDP and the volume expansions in 
imports which matched import liberalisa¬ 
tion, both with an expanded OGL list and 
the higher value limits specified for licens¬ 
ed import}. The analysis points at‘the in¬ 
effectiveness of what we describe as the 
‘export-link' to import liberalisation, both 
with short-run BOP constraints and the 
long-run tendencies towards blanket libera¬ 
lisation, affecting the privileges enjoyed by 
exporters in terms of the preferential access 
to imports. Fluctuations and the more recent 
downward slides in the market premium on 
REP/EXIM scrips reflected both these 
aspects. Attempts to revamp the export 
incentives by opening up imports to ex¬ 
porters on a selective, preferential basis, 
while successful in the earlier years to push 
up the REP/EXIM premium, failed in recent 
months as wide ranging liberalisation 
measures have been announced for imports 
Calculations reveal a possible increase in the 
value of import licences as a consequence 
of the recent introduction of the E.XIM 
scrips package. Section IV looks into the 
overall macro-economic implications ot im- 
pon liberalisation, which is viewed as a com¬ 
ponent of the structural adjustment package 
administered in the developing countries by 
the IMF and World Bank. It is pointed out 
that import liberalisation will retard the 
growth rate of GDP ii»the short run since 
the higher import-content of GDP (or 
desired imports) as results from liberalisa¬ 
tion is hardly matched by proportionate in¬ 
creases in the capacity to import (or actual 
imports) at each level of GDP. Second, im¬ 
port liberalisation will fail to stabilise prices 
by reducing excess demand for output in the 
economy if indigenous supply of import¬ 
ables reacts adversely to liberal entry of im¬ 
ports. This may actually fuel the excess de- 
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mand and thus raise prices if aggregate de¬ 
mand for domestic output does not lall suf- 
fkiently. Similarly the effect of import 
liberalisation on trade balance is unlikely to 
be favourable in the short run unless mat¬ 
ched by increased value of export earnings. 
Moreover, the ad hocism and temporal pat¬ 
tern of the short-run changes in import 
policy are likely to hamper the ongoing pace 
of technological innovation and investment 
planning in the domestic economy. The 
pajser does not claim to provide a conclusive 
argument on the long-term effect of import 
liberalisation and other aspects of the 
IMFWB stabilisation package. Chances ot 
correcting trade deficits by means of export 
expansion seem to be remote, even with ef¬ 
ficiency gains achieved by means of libera¬ 
lisation and tree competition. The alter 
native path is one of import (and GDP) 
compression, as has actually been tried out 
by many nations where stabilisation has 
‘worked I he short-run difficulties ot 
achieving adjustments, discussed in this 
paper, unlolu lurlher dimensions of the 
stabilisaiion cxpciiencc 


1 

lamf'-Terin Import-Kxporl 
Polit i.-s: 1985-86 to 1992-93 

Irade policy m India has been subject to 
significant shifts since the beginning of the 
last decade The Alexander Committee on 
trade policy, appointed by the ministry ol 
commerce (MOC) had suggestd, back in 
1978, an overhauling ol India's import and 
export control policies, especially through 
delicensing of imports. The official commit¬ 
tee on trade policy headed by Tandon came 
up with a package of cxpiort-promotional 
measures in 1982 which included subsidies 
and fiscal concessions to exporters. In 1984 
supplementary measures were recommended 
by the Hussein Committee on import and 
export policies which reiterated the need for 
trade policy reforms, for achieving both im¬ 
proved trade balance and efficiency in 
resource use. Stress was laid on export pro¬ 
motion, import liberalisation and especially, 
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on a greater access to free flow of technology 
from abroad, presumably by means of an 
easier access to foreign equity participation 
in India. It was claimed that a freer flow of 
direct foreign investment would contribute 
towards higher exports, possibly by ushering 
in technological innovations in the export 
sector 

Recommendations offered by the three of¬ 
ficial committee reports were sought to be 
implemented in the annual and the long¬ 
term import and export (LTMX) policy 
announcement s/statements of the MOC 
during the ensuing years. The first two long¬ 
term policy statements covered the financial 
years 1985/86 to 1987/88 and 1988/89 to 
1990/91. Changes in the political regime at 
the centre prompted the interruption of the 
ongoing policy by a new LTMX policy in 
March 1990, covering 1990/91 to 1992/93. 
A quick succession of supplementary short¬ 
term trade measures have also been announ¬ 
ced. esjiccially since July 1991 when a 
package of economic reforms was launched 
by the newly elected government in power, 
looking back at the trade policy reforms 
initiated over the last few years, the recom¬ 
mendations offered by the three trade policy 
comnitttees seem to have influenced the 
broad goals ol the successive LTMX policies, 
announced respectively in March 1985, 
March 1988 and March 1990. A general 
move towards liberalisation of imports, 
especially of capital goods and raw 
materials, and the emphasis on export in¬ 
centives (provided through preferential 
import licences) seem to have dominated the 
major policy changes. Indications were clear 
that henceforth the OGL list of imports 
would expand, both with inclusion of new 
Items and with transfers from the licensed 
list. Thus the government mooted a general 
move to confine the quantitative nestrictions 
to a narrower range of importables. Second, 
the LTMX policy measures sought to libera¬ 
lise, on a priority basis, imports of capital 
goods and raw materials, by shifting these 
to the OGL list and via tariff reductions. 
Both targets were prominent in the different 
LTMX policy measures, announced between 
March 1985 and March 1990. Ex)x>n dnve and 
an appropriate orientation of trade policy 
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were introduced as an additional goal in the 
LTMX policy of March 1988. The interrup¬ 
tion of the ongoing long-term polity by a 
new one in March 1991 adopted all three 
goals of the preceding LTMX announcement. 
The emphasis on oiport promotion, however, 
received relatively greater attention than in 
the earlier 1990 LTMX announcement 

II 

uf Trade Polirie» 
since March 199(1 

Implementation of trade policy has been 
subject to rather frequent short-run ad¬ 
justments, especially since March 1990 
These short-run measures were geared to the 
changing external payments situation laced 
by the nation during these years As could 
be expected, the short-run or medium-term 
strain in the balance of payment Ironi 
initiated temporary deviations from the 
long-run path of liberalisation and deliccn 
sing of imports. We will analyse, later in this 
paper, the significance of these discon¬ 
tinuities on the domestic economy. The 
short-run measures, several of which have 
been announced in quick succession, 
especially since March 1990, often had the 
final say in deciding the actual shape uf 
trade policies m India. Thus while the 
LTMX announcements had spelt out (he 
broad parameters in India's trade policy, 
short-term changes were of an ad hot nature, 
geared to the immediate problem of finan¬ 
cing imports. Thus while the broad prin¬ 
ciples of the ITMX policies, enunciated at 
the beginning uf this paper, provided the 
general guidelines of the different trade 
policy announcement of the MOC, many of 
these announcements also aimed to tackle 
short-term problems and generated sources 
of deviations from the long-term directions 
in India's trade policy 

We document for future reference in this 
paper, the more important trade policy 
measures initiated since the beginning of the 
fiscal year 1990-91 (see Appendix Table I) 
One notices two major tendencies in the dif¬ 
ferent trade measures adopted' first, a 
general move towards liberalisation of im¬ 
ports, entailing successive expansions in the 
OGL list. Second, attempts were there lo fink 
up export expansionary efforts to import 
liberalisation, by means of impirrt licences 
exclusively granted to exporters. Examples 
of such licences include the R FP and addi 
tional (import) licences both of which could 
be used to import non-OGl capital goods, 
raw materials and components from the 
limited pcrmtssible and canalised lists In 
addition, blanket advance licences, issued to 
export houses, could be used to import near¬ 
ly all types of goods other than those men¬ 
tioned in the restricted list. Transferability 
of these licences, issued on an actual user 
basis, provided additional incentives to the 
exporters, especially with the high premiums 
fetched by these licences in the market. The 
non-traded manufacturing sector continued 


to receive the non-lransferable supplemen¬ 
tary licences alone, providing free foreign 
exchange on an actual user basis. 

Long-run tendencies tow-ards liberalisation 
were evident in the March 1990 LTMX 
package, with 182 new items added to the 
existing (XjL I ist and increased value limits 
for supplementary licences. The second 
target, of linking import licences to export 
earnings, were explicit in the set of export- 
oriented licensing measures incorporated as 
part of the package (see, for both. Appen¬ 
dix Table I) The earlier emphasis on pro¬ 
tection of domestic manufacturing however 
seem to have influenced a .simultaneous shift 
of 153 capital goods items from the OGL 
to the restricted list, on grounds of domestic 
availability and essentiality 

Shorl-run deviations from the long-run 
goal surfaced in the sphere of trade policy 
practised in subsequent months. Often ihc 
changes were of a short duration, reflecting 
the contingent and ad hoc pattern of these 
arrangements. The fact remained that these 
measures were devised lo combat the short 
run exigencies, especially relating lo foreign 
payments 1 he declining sKK'k of India's of¬ 
ficial reserves, as can be seen from Table II 
of the Appendix, reached alarming propor¬ 
tions by the third quarter of 1990. If gold 
slocks held by the country and SDR held 
were excluded, foreign exchange reserves ol 
Ihc country, at S 1,205 million in December 
1990 were inadequate to cover even a 


month’s import requirements. (The average 
monthly imports, worked out on the basis 
of the annual value of imports during 
1990-91, amounted to Sl,409 m.) One 
observes, from June 1990 onwards, different 
moves to restrain the flow of import 
payments which otherwise would have 
assumed much higher proportions because 
of an ongoing process of import liberalisa¬ 
tion. Steps to cut back imports during the 
period include the IS per cent cut, in July 
1990, in the value of-free foreign exchange 
component of supplementary licences issued 
to three major industries. In June these 
industries however were allocated a larger 
value of supplementary import licences, 
issued on an 18-month basis.' (Calculations 
show that the value of supplementary im¬ 
port licences, calculated on a 12-month 
basis, were respectively Rs 3,400 crore and 
Rs 1,855 crore during 1989-90 and 1988-89. 
During 1990-91 supplementary licences 
issued to these industries amounted to 
Rs 6,(XK) crore •) These industries evidently 
were encouraged to make use of the REP 
route to imports, which was permissible to 
them. The same industries however were 
allowed the OGI (actual user) route in 
November, a step which was evidently meant 
to correct the J uly squeere on supplementary 
licences, especially since the OGL previously 
was denied to those which enjoyed sup¬ 
plementary licences 

The wave in the direction of liberalisation 


1 SMI I I txi-sNsioNs IN OGI I isi 1978-79 lo 1988-91 


Year 

No ol Items 

No ol Capital t2)/(l) x 100 

(,'hange in 


under 0(il 

(foods hems 


(2)/Changc 



under (KiL 


in (1) X 1(K) 


(1) 

(2) 

(3) 

(4) 

1978-79 

534 

252 

47 1 

NA 

1979-80 

702 

385 

54.8 

79 2 

1980 81 

776 

428 

55 1 

58.1 

1983-84 

959 

559 

58 2 

71.6 

1984-85 

1055 

653 

61.8 

97 9 

1985-88 

1185 

850 

71 7 

151.5 

1988-91 

1274 

944 

74.0 

106 0 

Source MOC, 

governmeni ol India 




T SHI 1 

2 Ai iiM fsii-dins xM) Isii’oRi Lkinifs Issiiin 

1979-80 ro 1989-90 





(No; Actuals) 





(Value : Rs crore) 

Year 

Value of Actual Import 1 icences Issued 

(a • c) 

(c)/(a) X100 


Imports No 

Value 




(a) (b) 

(c) 



1979-80 

9143 na 

4206 

4937 

46.0 

1980-81 

12549 69766 

5340 

7209 

42.55 

1981 82 

13608 78078 

7755 

5853 

56.99 

1982-83 

14293 86564 

7166 

7127 

50.14 

1983-84 

15832 81496 

7030 

8802 

44.40 

1984 85 

17134 83222 

8255 

8879 

48.18 

1985-86 

19658 77219 

8417 

II24I 

42.82 

1986-87 

200% 85342 

9213 

10883 

45.85 

1987-88 

22399 96046 

10415 

11984 

46.50 

1988-89 

28194 100667 

13797 

14397 

48.94 

1989-90 

35412 na 

IB634 

16778 

53.00 


Sources: RBI, Report on Currency and Finance, various issues and MOC, government of India. 
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sMffls 10 have been arrested during the same 
month of November as grant of fresh 
licences were virtually slopped, and import 
licences made subject to fresh screenings. 
Capital goods were exempted from these 
stipulations, probably with an anticipated 
lag of at least six months before licences 
issued were actually utilised. Fresh circulars 
were issued in December which virtually 
slopped all foreign ecchange outgo including 
those on imports of capital goods. Earlier, 
in November 1990, the RBI directed the 
commercial banks to charge higher cash 
margin and higher interest rates for financ¬ 
ing imports of capital goods. Payments 
outstanding on letters of credit which were 
already open were diverted to financial in¬ 
stitutions like the ICICI which had unused 
letters of credit.' The export window to im¬ 
port liberalisation was sought to be retain¬ 
ed as exporters remitting Rs 10 lakh or above 
were exempted from cash margin require¬ 
ments against imports of raw materials.'* 
Evidently the erosion of India's credit- 
worthiness in the international credit market 
made it difficult for Indian exporters to 
obtain short-term finance from overseas and 
It became difficult for private banks in India 
to allow imports on credit, against licences 
issued which remained unutilised Suffer 
cash margin requirements were introduced 
during March to May 1991. Imports ot 
capital goods. POL and other essential con¬ 
sumer items including imports by public 
sector undertakings were excluded from the 
cash margin requirements. However, capital 
goods imports via the REP route faced 
similar'restrict ions as from April the REP 


licences were no longer exempted from the 
stipulations on the cash margin require¬ 
ments. Successive increases in cash margin 
requirements as were announced in quick 
succession provided a clear signal to Im¬ 
porters that henceforth it would not be ad¬ 
visable to place an order for imports unless 
they were in a position to lock in the cash 
stipulated for an average period of at least 
three months. Direct imports of capital 
goods however were permissible irrespective 
of their values, provided credit lines with 
financial institutions (like ICICI) could be 
opened. Special facilities accorded to the 
exporters however were not withdrawn. By 
an announcement of April 2J, 1991, post- 
shipment credit was permitted-at easier terms 
provided export receipts were promptly 
remitted. The defaulting exporters were 
charged a penal rate of 25 per cent. More 
importantly export link to imports were 
sought to be strengthened as REP licences 
were exempt from cash margin requirements 
in terms ot the same announcement. 

REP licences which could be used to 
obtain importables under the limited permis¬ 
sible list alone expanded further as items 
continued to bf transferred from the 
restricted list The substitution, in July 1991, 
of the diflereniiated REP structure (which 
ranged between 5 and 20 per cent of the fob 
value of exports) by EXIM scrips (which 
were pitched at a uniform 30 per cent fob 
value ol exporters) was recognised as a 
major step in the direction of export- 
oriented import liberalisation. Higher rates 
for REPs, as were prevailing, continued for 
the respective exporicr/export houses. A 


major category related to ‘gems ana 
jewellery’, a product which continued to 
enjoy, on an average, about 55 prer cent of 
their fob export value as REP licences. 
Export houses, which received blanket ad¬ 
vance licences and additional import licences 
granted on the basis of their net foreign 
exchange earnings (since March 1990), con¬ 
tinued to prevail as stimulants to export 
.ictivity. The EXiM scrips, like their counter¬ 
part, the REP licences, were tradable Thus 
these could be used to import, on an actual 
user basis, items under the 'limited permis¬ 
sible’ [Appendix 3 of the Import-Export 
Policy Handbook], non-sensitive canalised 
[Appendix 5 A. ibid] as well as from the 
OGL list. EXiM scrips could also be used 
to import non-(X)L capital goods except 
those on the restricted list Imports by the 
pha.sed manufacturing production (PMP) 
units were also routed, by an announcement 
of October 31, 1991, via the EXIM route All 
these measures clearly sought to forge and 
strengthen the links between imports and ex¬ 
ports In' the official statement on trade 
policy issued on August 13, 1991 it was 
announced that “ the medium-term objec¬ 
tive ol the government is to progressively 
eliminate licensing and quantitative restric¬ 
tions on capital goods, raw materials and 
components so that all these items can be 
placed on OGL save lor a small carefully 
dclined negative OGL list” The goal was 
complemented by EXIM scrips which were 
to subsiiiute the capital goods licence and 
olhei routes lor imports by exporters.' 

loreigii exchange assets, excluding gold 
and SDR showed an upliend by the end of 
1991, piesiimably wiih fresh borrowings 
from ihe IMl in Oclober 1991. This seems 
to have revived the earlier moves for import 
liberalisation as the actual user condition 
was removed I tom the OGL and the capital 
goods import list, bv a notification issued 
on Oclobei 30, 1991 Moreover, several im¬ 
port coniponeius needed by Ihe TV and 
automobile industries were shiltcd from the 
limned permissible to the OCil list Actual 
user condiluins were also lemoved from 
E.\IM sciips (on Nttvembei 2X) These could 
liencclorth be used to import unlimited 
values ol non-0(il capital goods which 
were not on the baiin'ed list '• Earlier moves, 
to tree imports Irom the restricted list by put¬ 
ting them III the limned pcimissibic list 
(nolilicaiions ol August 31 and November 
16. 1991) seems to have proceeded much fur¬ 
ther with the removal of actual user condi¬ 
tions Irom boih the (Xil list and the EXIM 
scrip procedures. Liberalisation moves were 
also evident as nearly 4,(XX) new- items had 
been shilled Irom the limited pcrniissible to 
the OGl list on November 27, 1991. Possible 
disincentives experienced by exporting units 
in terms ol declines in the market premiums 
on exports led to reinstate the limited per¬ 
missible list lor imports, by shifting items 
from the OCil in Dwember 1991 The move 
for a general liberalisation of imports 
however seems to dominate as the cash 


Tabi.1 3: INDIA'S NNP at Factor Covi and iMmirrs. 1980-81 to 1990-91 


Year 

Value of 
Imports 
(Rs Crore) 

Annual 
Growth Rate 
(Per Cent) 

Quantum 
Index Imports 

El nit Value 
Index Imports 

Index of 
NNP 

i 

1980-81 

12549 

(9.5) 

37 3 

75 6 

84 6 

79 0 

1981-82 

13608 

(9.3) 

8.4 

82 5 

83 9 

83 5 

1982-83 

14293 

(8.9) 

5.0 

84 7 

85 9 

85.3 

1983-84 

15831 

(8.5) 

10 8 

101 6 

79 3 

92 1 

1984-85 

17134 

(8.2) 

82 

85 5 

101 9 

95.3 

1985-86 

19658 

(8.4) 

14 7 

100 0 

100 0 

l(M)0 

1986-87 

20096 
(7 7) 

2 2 

116 .3 

87 8 

103 5 

1987-88 

22244 

(7.9) 

10.7 

1122 

100.8 

107 2 

1988-89 

28235 

(8.0) 

26.9 

122 9 

116.9, 

119 1 

1989-90 

35416 

(8.8) 

25 4 

na 

na 

124.5 

1990-91 

43171 

(9.1) 

21.9 

na 

na 

na 


Notes: 1 For Quantum Index and Unit Value Index, Bast is 1985-86 ^ 100. 

2 na Not Available. 

3 Figures in brackets in col I refer to import/GDl* ratio at curren' prices 


Source. GQ^, Economic Survey, 1991, pp S-77 and S-90 
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margin requirement on imports was cut to 
50 per cent in December 1991.’ 

III 

Impart on Trade 

Dwelling on ihc receni statistics on India's 
imports and exports, it is possible to argue 
that the move to-ard' -"iport liberalisation, 
initiated since mid-80s, was responsible for 
an inflated import bill as a ratio of ODP 
during these years Moves towards import 
liberalisation included both expansions of 
the OGL list and absolute increases in the 
limits fixed as ceilings on specific categories 


of import licences. Table I and 2 both cor* 
roborate these tendencies. The more receni 
drive towards liberalisation includes the 
removal of the ‘actual user.’ condition in 
October 1991, initially from the OGL route 
and later from the EXIM scrips route. The 
step implied that unless in the banned list, 
imports were no longer linked to needs of 
production. Potentially, the Indian market 
for both consumables as well as inputs for 
manufacturing output was thus thrown open 
to imported products, the cost competi¬ 
tiveness of which was subject to the exchange 
rate and tariff adjustments in India Look¬ 
ing back, the shifting scenario in terms of 


short-tertp import policy moves has at times 
given signals to the economy which could 
not be carried through as a consequeiKC of 
the too frequent reversals. Thus the EXIM 
route for imports and the related export in¬ 
centives have been subject to abrupt changes 
in recent months. As with the removal of the 
‘actual user' condition, the changing import 
policy vii-a-vis the export sector may also 
seriously impair the production plans and 
technology in the economy. We will come 
back to this aspect in the concluding section 
of the paper. 

Three factors explain the rise m the rupee 
value of India's imports which gathered 
momentum during the early 80s. These in¬ 
clude the steady depreciations in the nominal 
and real effective exchange rate of the rupee 
since 1982," the increases in unit prices of 
imports and finally, the uptrend in the 
volume of imports [see -Chart 11 for 
movements in these variables during 1978-79 
to 1989-90]. It is thus important to recognise 
that the rupee value of imports, both under 
licences and under OGL was subject to the 
rise in the landed unit cost of imports in 
foreign currency and also, to the steady 
depreciations in the rupee rate. Data limita¬ 
tions prevent us from separating out the 
effect of the above factors on the rupee value 
of India's imports. Looking at the data on 
import volume alone, it is revealing that the 
volume index more than doubled during 
1978-79 to 1988-89 and has been moving 
even faster ever since, at a rate which was 
higher than that for GDP at constant prices 
[see Table 3 and Chart Ij. Compared to the 
steep increases in the volume index, the unit 
value index of imports (in rupees) seems to 
have risen less (despite the steady deprecia¬ 
tion of the rupee), thus attributing to the 
volume changes as the major explanation ot 
the import value expansions Moreover, the 
relative increase in the volume index for im¬ 
ports compared to the real G DP index con¬ 
firm the tendencies for a higher import 
intensity 

Linking the meteonc rise in India's import 
volume to the import control practices, Iwo 
significant dimensions need to be mention¬ 
ed, both relating to the move towards 
liberalisation. T he first relates to the expand¬ 
ing OGL li.st, the number of items in which 
went up from 534 in 1978-79 to 1,274 dur¬ 
ing 1988-89, implying a process of delicen- 
sing which has continued in the recent 
period. Most of this expansion in the CXjL 
list was accounted for by imports of capital 
goods, as can be seen from columns (2) and 
(3) of Table I. More recent trade policy 
notifications (and especially those issued 
since March 1990) contributed to further 
expansions in the OGL list as can be 
gathered from Appendix Table II 

The second dimension of import libera¬ 
lisation (which was of significance till the 
OGL nearly replaced most of the licensed 
list during 1991) relates to the steady expan¬ 
sions in the absolute value limits placed on 
specific licences. Figures available for import 
licences issued during the different financial 


lABlt 4: MoVtMbNTSIN PRIMII'MON rep Lk l-Ntfc/EXIM Simp 


Month 

Premium 
(Per C ent) 

Cause 

March 1990 

7 10 

A 15-pei cent cut was decided in free foreign ex- 

August 1990 

l.S 

change allowed to manufacturers of automobiles. 

Sepiembcr-Oclobcr 1990 

25 

electronic goods, consumer durables, at the lime 
of issue of supplementary licences These industries 
were not allowed to import under OGl But these 
indusiries were allowed to meet import require¬ 
ments through REP licence. Therefore, premium 
rose lo 15 per cent and later to 25 per cent. 

Novcmbcr-December 1990 

40-50 

By the end of November 1990 government decid¬ 
ed that no fresh import lic-ences for caw materials 
were to be issued. C apiial goods were exempted 
from this ban Exporters were also spared from the 
ban. Therefore, cha.se for REP licences increased 
pushing the premium up to 40-50 per cent 

December 1990 
(last week) 

25 30 

RBTs directive issued lo commercial banks lo stop 
nnaiiciiig ol capital gcxids imports as well as charge 
higher rales of inleresl to discourage import of 
capital goods, l or raw materials, minimum cash 
margin tor establishing a Idler ol credit was .50per 
cent 

Majority ol exporters (which accounted for around 
70 per cent of the counirj's total exports) came 
in ihe purview of this dircclive Therefore, prepiium 
declined to 25 .10 per cent 

March 1991 

11 

In March 1991 RBI virtually suspended import 
financing without exempting exporters. This was 
done through enhancing cash margin requirements 
lor imports REP licences started losing importance 
and premium declined lo 13 per cent. 

March 10, 1991 

2,1 

Ik'ithin a week's time, RBI allowed cash margins 
to be treated as fixed deposits 11 also relaxed some 
of the terms and conditions regarding the prior ap¬ 
provals of imports. The premium rose to 23 per 
cent by the end of March 1991. This also happen¬ 
ed on the expectations of a further possible relax¬ 
ations in the cash margin requirements. 

July 1991 

.19 35 

E.\IM scrips were introduced with a widened range 

August 1991 

39 6 

of import items and some licensing schemes were 
abolished In the wake of (his fact accompanied 
by the abolition of CCS, EXIM scrip became a 
major instrument of imports. All these policy 
changes pushed the premium upwards. 

September 1991 

31 7 

Premium declined because of (a) increased 

October 1991 

28 75 

availability of EXIM scrips (annual availability of 
EXIM scrips estimated at Rs 16,000 crore com¬ 
pared to Rs 6,000 crore as REP licences in previous 
year), fb) Curbs on imoorts continued. 

November 199) 

23.5 

Premium declined because items tvere shitted from 

December J99I 

22-24 

Exim route to OGL route 


Source: Various newspaper reports 
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years indicate that the value of licences 
issued increased at a much faster pace com¬ 
pared to the number of items under licens¬ 
ing. (Notice, in Table 1, the 226.3 per cent 
rise in value of import licences over 1978-79 
to 1988-89. This is much higher than ihe 
mere 69.7 per cent rise in number of items 
licensed over the same period. Dwelling on 
1985-86 to 1988-89, the respective percen¬ 
tages were 38.9 per ceni and 23.2 per cent.) 
Relating to the value of import licences 
issued during each financial year to the ac¬ 
tual valuexif imports during the same yeai. 
it is interesting to note that while the gap 
between actual imports and licences issued 
went up in absolute terms (indicating th<- 
rising value of imports under CXil.), value 
of licences issued actually rose as a propor¬ 
tion of import value (sec lable 2). In¬ 
terestingly enough, the~^enomcnon was 
true even after 1985-86 when imports were 
subject to wide ranging liberalisation 
measures. (It is, however, necessary to point 
out that a comparison of aaual import value 
and licences issued during a financial year 
are of an approximate nature, since it ignores 
Ihe usual lags in utilisation of these licences.) 
We now pul together our observations on 
this second dimension of import liberalisa¬ 
tion which concerns imports under licens¬ 
ing. The latter have been subject to increases 
during the liberalisation years as value of 
licences issued went through absolute expan¬ 
sions. This has created an anomalous sitiia- 
tion that despite a considerable expansion 
in the OGL list and the simultaneous 
delicensing of a number of items, value of 
licences issued rose steadily from 42.8 per 
cent of actual import value in 1984-85 to 53 
per cent in 1989-90. The picture, however, 
is likely to have changed in recent months 
as drastic delicensing measures have been 
matched by rapid expansions in the OGL 
list. 

Emphasis laid on the EXIM scrips since 
their inception in August 1991 woked sharp 
reactions. While the MOC was emphatic 


that the device would help to reduce the gap 
between imports and exports, critics pointed 
out the pitfalls in the argument. The ex¬ 
porters, in tun: were less certain regarding 
Ihe merits of the scheme in the face of 
vacillations on part of Ihe state in terms of 
the modalities of the device. An assessment 
of the EXIM scrip device is provided below, 
with observations on (a) the possible net ef¬ 
fects on import demand and (b) export in¬ 
centives as might have resulted as a con¬ 
sequence of the initiation of the scheme in 
August 1991. The relevance of the exercise 
for policy-making however is now con¬ 
siderably less because of the more recent 
trade policy moves which removed the 
actual user' clause of both the EXIM scrips 
and the OGL in November 1991. As a con¬ 
sequence the export incentive package, devis¬ 
ed III terms of the original EXIM scheme 
of August 1991 has considerably been im¬ 
paired since the exporters were no longer in 
a privileged position to control, by means 
of Ihe actual user’ condition, imports of 
non-OGl. capital goods. 

EXIM scrips, launched in August 1991, 
became popular with importers, as can be 
assessed from the rising premium in the 
market on these scrips. Export incentives 
were sought to be provided by means of 
these premiums and in October 1991 the 
government was willing to lend institutional 
support to the marketability ol the scrips by 
permitting the public sector banks, other 
financial institutions and stock exchanges to 
Ireely transact the EXIMs and the continu¬ 
ing REP licences.'’ During 1990-91 and the 
first half ol 1991-92, premiums fetched by 
the REP licences in the market responded 
favourably to steps like transfers of import¬ 
ables from the restricted to the permissible 
list or cuts in other forms ofnmport licences 
(c g, supplementary licences) directly 
allocated to industries independent of their 
export status Attempts to generate demand 
for the EXIM scrips (which replaced the 
REP licences) by means of an extension of 


the limited permissible list of imports, 
however, did not succeed well during the 
second half of 1991. The export link to im¬ 
port liberalisation thus failed to provide 
much of an incentive to the exporters as the 
expansions in the OGL list and the removal 
of actual user condition from both OGL and 
the EXIM scrips affected adversely Ihe 
preferred status of exports as an economic 
activity [see Appendix Table I for details of 
these regulations and their changes]. 

Let us first try to assess the quantitative 
implication of the EXIM scrip, as originally 
initiated in August 1991, on imports. Using 
the import data for 1988-89, we have 
estimated the hypothetical value of re- 
plenishable imports, assuming that the 
prevailing structure ol import licences were 
replaced by the EXIM scrip package. While 
the actual value of replenished licences dur¬ 
ing 1988-89 was at Rs 2,175.22 crore, 
replenishable imports calculated at the new 
EXIM scrip rate of 30 per cent and above 
would have amounted to Rs 4019.70 crore. 
Supplementary licences which were abolish¬ 
ed in terms of the July 3 EXIM scrip 
package, were worth Rs 1,441.46 crore as 
actually issued during 1988-89. These 
licences supplemented the replenishment 
licences in 1988-89 and for consistency, the 
sum should be compared to the value of 
replenishment licences at the new rates. The 
lormer (at Rs 3,616 68 crore) was much 
lower than the hypothetical sum of 
Rs 4,617.70 crorc arrived at as we calculated 
the replenishable imports for 1988-89 at the 
post-EXIM rates. We have provided, in 
Appendix Table II, the method and the 
details ol our calculation On the whole, in¬ 
troduction of the EXIM scrip package of 
July I9VI. thus acted as an import- 
augmeniing agent. 

The subsequent changes, initially with in¬ 
creases in the range of products in Ihe 
limned permissible list (all of which were 
available via the REP/EXIM route) or in ad- 
diiiunal licences (provided to expon houses), 
and later with removal of actual user con¬ 
dition along with expansions of the (XjL list 
were clearly all in the same direction, pro¬ 
viding an easier access to imports. Similarly 
the more recent decision to completely 
delicense capital goods imports when in¬ 
dustrial units have foreign equity participa¬ 
tion made it even easier to have access to 
imports. 

Claim to imports by means of the REP 
licences(and later the EXIM scrips) and the 
premium fetched by these instruments on 
transfers through the market were visualis¬ 
ed as an effective export promotional 
strategy A glance at Table 4 however con¬ 
veys the impression that the market premium 
on these instruments have been subject to 
heavy fluctuations, both before and after the 
initiation of the EXIM scrips in July 1991. 
A major lactoi which was behind these fluc¬ 
tuations seems to be the changes in import 
licensing procedure, affecting the preferen¬ 
tial status of the REP/EXIM instruments 
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CHAHT 2: MOVEMENTS IN INDICES. (RUPEE EJICHANOE RATE, QUANTUM AND UNIT VAUIE 
FOR IMPORTS) AND NET NATIONAI PRODUCT (I98S-86 = 100) 



(ji-^ uvi— nni*-<- Kik— b- 

Nolfs: Q1 = Quantum index, UVI - Unit Value Index, NNP - Net National Product, 
RIiR Real Kffeetive bxchance Rate. 


It is possible to relate the peaks in the 
premium, iniiially, on KEP licences during 
Novenaber-December 1990 and later on the 
EXIM scrips during July-August 1991 by a 
general reinforcing of the prefereniial status 
allowed to the exporters in terms of the im¬ 
port control regime. Deviations from the 
above pattern, as resulted from tendencies 
for a general liberalisation evidently curtail¬ 
ed the significance of the export link to im¬ 
ports (as judged by the market premium on 
the import licences which were exclusive to 
the exporters). Premium on REP/EXIM 
scrips crossed 40 per cent on two occasions, 
as can be seen from Ikble 4. On both occa¬ 
sions exporters could realise high premiums 
because ot market forces which discrimina¬ 
ted against the imports outside the export 
sectors. Thus in March 1990 the limited per¬ 
missible list of imports (which was made ac¬ 
cessible with REP licences) expanded signi- 
ficantly. A few months later, in July 1990, 
supplementary licences which fetched free 
foreign exchange to important domestic in¬ 
dustries on an actual user basis (and without 
going through export obligations) were 
severely cut. Later, in November 1990, letters 
of credit administered by commercial banks 
was subject to severe restrain, thus limning 
the utilisation of the licences as were already 
issued. Imports of industrial raw materials 
and components were subject to added 
restraints as issue of fresh licences were stop¬ 
ped in November 1990 fcxportcrs, however 
were spared of all these restraints other than 
the cash margin requirement (which too was 
removed for larger export units by December 
1990) I'hcre was, thus, little surprise that 
the REP premium steadily rose, from 7 per 
cent in March 1990 to a range between 40 
and 50 per cent during November/December 
1990 The cash margin limit, which was 
generally applied to all importers (and allow¬ 
ed exceptions only to experts remitting 
Rs lOcrore or above) however dampened the 
steady increases in the premium and it drop¬ 
ped to a range of 25-.JO per cent by the last 
week of December 1990, followed by further 
declines to 13 per cent by March 1991 Relax¬ 


ation of the cash margin requirement in 
March 1991, further transfers of items from 
the restricted to the limited permissible list 
during August to October and the removal 
of the PMP category of producers in 
November 1991 (who were henceforth to 
import via the EXIM scrips introduced in 
July 1991) all acted on the marked fluctua¬ 
tions in the premium rate on EXIMs. While 
the initial market reactions were favourable, 
as can be seen from the 42 per cent premium 
fetched by these scrips in July 1991, efforts 
to revamp the popularity of the EXIMs dur¬ 
ing August-November 1991 were not as suc¬ 
cessful, probably with the dominance of the 
longer run goal of a general impact 
liberalisation with an expanded (XiL list and 
the elimination of actual user conditions by 
end of the year. Later, in February 1992, ail 
cash margins other than on imports of 
capital goods have been removed. , 

In absence of a consistent policy on the 
relative emphasis placed on the export linked 
route to imports, incentives provided to ex¬ 
ports in terms of the preferential basis of im¬ 
port licensing thus turned out to be in¬ 
adequate. In spite of the institutional sup- 
pon lent in recent months to the EXIM scrip 
tran.sactions in the market and attempts on 
part of agents, to monopolise their transac¬ 
tions,"' the high premiums on these papers 
have failed to be sustained According to 
some calculations the EXIM premium if 
below 25 per cent would be inadequate to 
sustain exports as a viable economic actrvity, 
especially with the scrapping of the CCS in 
July 1991. While the relevance of the market 
premium on the scrips is thus unquestion¬ 
ed. our analysis raises doubts as to whether 
the EXIM scrips or the earlier REPs have 
been effective to provide incentives to ex¬ 
porters on a sustainable basis In absence of 
such results, the success ol the export-linked 
import licensing policy in fndia comes to 
questioning. 

Summing up our observations on the 
possible impact of recent import policies on 
trade, sse arrive at the follow mg generalisa¬ 
tions First, import liberalisation as was im¬ 


plemented since the mid-SOs seems to have 
inflated the import bill by causing expan¬ 
sions in the volume of imports both in 
absolute terms and as a proportion to real 
GDP. Second, the export-link to imports 
seems to have lost its purpose, especially 
with the premium based incentives to ex¬ 
porters open to sharp fluctuations and 
downttends. Third, the export-linked import 
licensing has contributed to an increase in 
the value of licences issued, an observation 
which puts to doubt the claim'that these 
schemes would narrow the gap between ex¬ 
ports and imports. 

IV 

Macru-Economic ImpUcationa 
fur the Domestic Economy 

The impact of the import liberalisation 
measures on the domestic economy includes, 
apart from the immediate effect on the ex¬ 
ternal sector of the economy, a wider set of 
consequences, covering technology, invest¬ 
ment plans, growth performance and 
economic stability. Since import liberalisa¬ 
tion has of late been idennried as an integral 
component of the IMF-WB style stabilisa¬ 
tion package it is interesting to explore the 
relation between the former and the state of 
domestic economic stability. 

Looking at the record of India’s import 
regulations over the last few years, we come 
to the conclusion that policies were subject 
to an ad Jiocism, influenced by the im¬ 
mediate short-run exigencies arising in the 
foreign exchange front Thus the LTMX 
policy, remodelled in March 1990 to incor¬ 
porate the emphasis on the export-link to im¬ 
port liberalisation, failed to lend a direction 
to many a short-run changes, initiated on 
grounds of an imminent external economic 
crisis. We have documented and analysed the 
implications of these short- and long-term 
package of import-export policies in this 
article, especially on the changes in import 
volume and on export incentives in the form 
of premiums on export-linked import 
licences. The frequent adjustments in import 
licensing list and other procedures connected 
with foreign investment generated a climate 
of uncertainty for local enterprise. Plans, in 
particular, to create capacity or to spend on 
R and D were likely to be shelved aside, af¬ 
fecting the pace of capital accumulation and 
technological progress in the country, in 
absence of compensatory inflows of foreign 
investment and of technology which is also 
transferred to the domestic economy the 
overall impact of current import policies are 
thus unlikely to be beneficial in terms of 
domestic investment and/or technological 
improvements. 

in terms of the currently fashtonable 
package of economic retorms identified as 
a stabilisation package, import liberalisation 
fits m as a step to achieve economic efficien¬ 
cy by removing the barriers to international 
economic integration. It is thus expected that 
such liberalisation would generate forces 


590 


I coiioMiic and Political Weekly March 21, 1992 




which improves growth perrormance of the 
domestic economy, while stabilising prices 
and narrowing the trade deficit, an aspect 
which can be reckoned as crucial in terms 
of the stabilisation package. 

import liberalisation is supposed to raise 
the import content of domestic output (and 
to help achieve a more efficient cost struc¬ 
ture which IS internationally competitive). 
Since the long-run effect of these ad¬ 
justments is expected, in terms of the 
stabilisation package, to be growth- 
augmenting It is worth looking at the out¬ 
put adjustments as are likely to result from 
liberalisation of imports. Developing 
economies including India often face an up¬ 
per ceiling on current import capacity, deter¬ 
mined by export earnings and net foreign 
credit inflows." The ceiling is unlikely to be 
affected by the pace of import liberalisation, 
unless both exports and net external credit 
respond favourably to a liberal import 
regime, an outcome which is unlikely in the 
short-run. Thus while desired imports (or 


import demand at each level of output) are 
likely to go up with import liberalisation 
(because of higher import content, at least 
of prodi ction. which now is permissible) ac¬ 
tual imports (or import supply) are unlikely 
to be changed. What then, is the con¬ 
sequence on the short-run adjustments to 
GDP in the process? Figure I puts together 
a nearly horizontal capacity to import 
(M^M^) line against an upward sloping 
desired import (M^M,,) line, both plotted 
against ODP (Y) While import capacity is 
tnlluenccd bs export earnings, the latter is 
unlikely to reflect the influence o( GDP 
variations, especially if supply constraints 
arc not binding on export volume. An initial 
discrepancs between desired and actual im¬ 
ports (say Vl|^ > M .^). would, in absence ol 
other changes, bring back an equality bet¬ 
ween M,j and at aP tower level of Y. 
1 his reflects the significance of the foreign 
exchange constraint to growth, as cited in 
development literature. A word needs to be 
added, a' this point, on the location as well 


FKiURl I 



the slope of the Mj,My line, both of which 
reflect the extent of import dependence in 
an economy. Import-liberalisation is thus 
likely to shift the M|,Mq schedule to the 
leti, and can even make it steeper. Ignoring 
the latter, we can now work out the effect 
of import liberalisation on GDP. The new 
point of equilibrium GDP where = 
M|, IS evidently to the left of the initial 
GDP at Yji The outcome reflects the possi¬ 
ble short-run supply effect of import 
liberalisation on domestic output, which 
works out to be negative. 

We now look at the remaining issues, con¬ 
cerning price stability and trade balance 
under import liberalisation. It has recently 
been argued'- that the malady of excess de¬ 
mand, of which the stabilisation package 
(including import liberalisation) is a sug¬ 
gested corrective, is unlikely to be corrected 
during the short run if adjustments to both 
aggregate demand and aggregate supply are 
taken into account. Conventional economic 
theory (of the monetarist variety) recognises 
the demand aspect in isolation, thus ignor¬ 
ing the fact that remedies (like credit con¬ 
trol) may reduce supply more than it does 
dampen demand By the same logic if im¬ 
port liberalisation disrupts the supply of in¬ 
digenous output domestic supply may drop 
more than the trade related cut in domestic 
demand for domestic output. Figure 2 
depicts the outcome, with excess demand for 
domestic output (D-S) tending to increase 
as a consequence of import liberalisation. 

Import liberalisation, as a part of the 
macro-economic stabilisation package, is 
supposed to improve trade balance, with ef¬ 
ficiency gains to the export sector. In abseiKe 
of the latter, especially during the short run 
trade deficit is not likely to respond 
favourably, as common sense would tell us. 
,\ttempts have been made in India to bridge 
the gap between imports and exports by 
means of the export-linked route to imports, 
the REPs and the EXIM scrips. In absence 
of data which establishes that foreign ex- 
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change receipts from exports have of late 
responded favourably to the selective incen¬ 
tives provided under import liberalisation, 
we have no means of accepting the predicted 
effects of recent trade policies in terms of 
a narrowing of the trade gap. Instead, the 
situation may be like the one depicted in 
Table 3, with import liberalisation con¬ 
tributing to a widening trade deHcit (M-X) 
in terms of foreign currency during the 
short run Putting the argument together, 
one Teels legitimately worried about the 
economic costs of the recent trade policy 
reforms in India, at least during the short 
run. Possibilities of a meaningful trade-ofl 
between short-run sacrifices and long-term 
gains are subject to questions as the long¬ 
term prospects apiiear uncertain in terms 
of the global economic perspectives 


PoalscYipl 

The first two months of IW2 has witnessed 
further reshufflings of the policy package 
relating to India’s external sector. 

Cash credit margin requirements for im¬ 
ports other than capital goods have finally 
been deleted on February 12 by the RBI. 
However an amendment to Customs Act 
which was introduced on December 23, 1991 
now forces importers to pay customs duties 
before expiry of 30 days (instead of three 
months). While easing out the lag in customs 
revenue collection the step effectively raises 
the cost of imports, a.s reported in the news 
analysis |77ie Economic Times, January 31 
and f^ruary I3| Emphasis on the EXIM 
scrips route to imports continued to appeal 
to the policy-makers as the MOC was resist¬ 
ing pressure from the Fund Bank circles to 
do away with the EXIM scrip (and the ef¬ 
fective dual exchange rate of the rupee). On 
February 13 the all time low in the EXIM 
scrip premium at 16 per cent was sought to 
be revamped by extending the limited per¬ 
missible list (open to EXIM scrips). It now 
covered additional items of consumer goods 
and taw materials worth Rs 800 crore, which 
were earlier in the (Xil. list. The range of 
these goods was fairly wide, covering blend¬ 
ed fabrics, woollen fabrics, consumer item.s 
in decironics, chemicals, drugs and pharma¬ 
ceuticals. Predictably enough, the EXIM 
premium rose in February to a range within 
21-23 per cent [The Economic Times, 
FMiruary 13 and 14] 

The central budget of 1992 deleted, at one 
go, several lists from the LTMX policy docu¬ 
ment of 1990, including the import lists for 
capiul goods (Appendix Pan B of the 
LTMX document), the special list for capital 
goods (Appendix 4), the less sensitive 
canalised goods (Appendix 5), some items 
under OGL (Appendix 6 lists 1-11) and the 
limited permissible list (Appendix 3 f^rts A 
and B). Licences under the category of ad¬ 
vance licences for gram of foreign exchange 
to exporters under input-output norms (Ap¬ 
pendix 13) and REP licences to gems and 
jewellery exporters (Appendix 17 Pan II) 


Appendix Table I; Major Trade Polk y Announcements since March 1990 

Daie/SOurce Details 

(I) (2) 


March 1990 

GDI, Import and Export 
Policy, 1990-93, Vbl I. 


June 1990 

The Economii Times (1:7) 
July 12. 1990 
September 1990 
financial Express (EE) 
September 27. 1990 

November 1990 

ET. November 11, 1990 

n, November 29, 1990 


December 1990 
h-l. Decembei 6, 1990 


E7, December 27, 1990 


March 1991 

Economic Survey, (ES) 
1990-91, p 172 


(a) Inlerlist shifts: 

82 new capital goods items included in OGL] list while IS3 
capital goods items are shifted from CX3L to the restricted 
list, on grounds of domestic availability and essentiality, 53 
Items of raw materials, components and consumables added 
to OGL list. 

(b) REP list simpliried ami extended to cover items under limited 
permissible list (Appendix 3, Import and Export Policy, 
M.irch 1990) and the canalised list (Appendix 5A). REP 
Inenccs cannot be used to impon restricted list inputs unlesi 
specifically allowed Value under REP licences subject to flex 
ibiliiy I'he licences are transferable and can be used to im- 
pou noii-0(’il. capital goods which are permissible. Imports 
ol icsirictcd hsi Hems allowed against REP licences earned 
on electronics goods exported to the countries in GCA. REP 
iiseiKcs on inanulaciured exports can be used to import se¬ 
cond hand capital goods including OGL Hems REP rate 
structure is simplified 

(c) I xporu irading houses, identified on ihe basis of threshold 
limils o( net foreign exchange earnings (NFEEs) to enjoy ad¬ 
ditional licences on past export basis. These licences, like REP 
can be used to import a broad range of capital goods, in- 
sirumeiils, raw malcri,ils and componenis A new category 
of Siar Trading Houses introduced for exporters with «- 
emplary export performance Such houses eligible for special 
additional licences, to be granted on the basis of NFEEs 

(d) Imports of ceriam essential faw materials and oil/oilsceds 
canalised through public sectoi agencies Some of these items 
importable through Rf'P licences and by export houses 

(c) Supplementary licences slie.imlined and value limit raised, 
(f) Blanket Advance licences ollcred on a NFF.E basts to ex¬ 
porters with minmiiim value added at 50 per cent These 
licences are on a strict nonlransfcrable actual user basis 
without any stipulation on the quality and quantity of 
imports. 

Supplementary licences to be issued on an 18-momh basis in June 
1990 as against 12 months earlier, resulting in an increased value 
of these licences 

A l*l-per cent cut m free foreign exchange for the grant of sup¬ 
plementary licences to automobile, electronics and consumer 
durable industries T hese indusiries no longer eligible for OGl 
route and had lo buy/earn REP licences 
Ot'il route restored for aulomohile, electronics and consumer 
durables foi imports of raw material.s, components and 
consumables 

No fresh licences were lo be issued for industrial raw materials 
and components, l-xceptions include capital goods, expecting a 
lag in ulilisaiion of their licences. Exporters exempted from the 
hail 

Imports of capital goods subject lo higher cash margin require¬ 
ment at enhanced interest rales. Payments on existing L/Cs 
directed lo ICICI which had unused letters of credit. All foreign 
exchange outgo on imports effectively stopped by the RBI circular. 
Exporters annually remitting from abroad Rs 10 crore and above 
exempted from cash margin requirement against raw material ex¬ 
ports Imports of capital goods permitted as credit lines with 
financial institutions arc opened. 

Imports other than capital goods subject to cash margin higher 
than the earlier 50 per cent rate, lo be deposited for opening L/C. 
The rates of the margin are: under OGL (at 133.3 per cent): 
Specific licences (110 per cent); Suppliers’ credit for one year and 
above (50 per cent). For imports other than capital goods im¬ 
porters required to place cash margin with banks for three months 
at stipulated rates. Cash margin stipulation applicable to all im¬ 
porters excepting POL and certain essential imports plus those 
by government departments. 


(Conld.J 
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Appendix Table I: (Conid.) 


and a few others were retained. Thus all 
categories of EXIM scrips were henceforth 
discontinued and the unutilised scrips in the 
market could be traded at a premium within 
two months. Complementing the measure, 
a legalised exchange rate management 
(LERM) policy was announced by the RBI 
and in the central budget, effectively curtail¬ 
ing the ofricial forrign exchange budget to 
40 per cent of the anticipated current ac¬ 
count transactions, covering and paymenu 
for defence, essential drugs and POL im¬ 
ports. Imports of items in the OGL (and 
those permitted under the additional licence 
plus the REP licences for the gems and 
jewellery sector) could henceforth be pro¬ 
cured by means of foreign exchange purchas¬ 
ed from the ‘paiallel’ market which is ex¬ 
pected to receive tiO per cent of all current 
account inflows to India. Exporters and 
others remitting exchange to India can 
however retain up to IS per cent of the in¬ 
flows in India in foreign currency. The ex¬ 
change rate prevailing in this market would 
be left free, which in all'probability would 
add on to the rupee cost of most private and 
official payments abroad. While RBI reser¬ 
ves the right to manage and intervene in 
order to prevent volatility of the market, ii 
IS the federation of authorised foreign ex¬ 
change dealers’ association in India (FEDAI) 
which would announce an ‘indicative ex¬ 
change rate* on each 'bpsiness day’. The 
FEDAI would intermediate between the RBI 
and the ’money changers’, by transferring to 
the RBI 40 pfr cent of earnings at the of¬ 
ficial rate fixed by the RBI Fhe market in 
foreign exchange would handle the remain¬ 
ing receipts and must payments, ai daily ex 
change rates quoted in the market (Press 
Notes, ministry of finance, March I. 1992 
and RBI Press Release, February 29, 19921 
At end of a lull in trading, the parallel 
market rate quoted on March 4 was Rs 33 
per dollar for local transactions [T/ie 
Economic Times, March 5, 1992). While im¬ 
ports from the banned list are still not legal, 
the list would be further reviewed and ‘prun¬ 
ed’ before the announcement of a new 
LTMX policy, expected on April 1 (Press 
Note from ministry of finance, March 1. 
1992). The foreign currency accounts, both 
for NRIs and resident Indians at Indian 
banks are permitted and encouraged by the 
RBI which has allowed the banks to fix 
higher interest rates as incentives. Capital in¬ 
flows from abroad, considerably liberalised 
in recent months had been linked to much 
easier conditions for capital goods imports 
since January 1992 (Public Notice, January 
8 ) which in effect would now be far more 
operative afer deleting most of the licensing 
procedures. 

What are the implications of the latest 
package of these trade aind exchange re¬ 
forms? Our observation on a predictable 
growth in import dependence seems to be 
oonfinned by the more recent moves, freeing 
the current account. Institutional supports 
for an export link to imports is sought to 
be adiieved by allowing up to 60 per cent 


Date/Sourcc 

(I) 


Details 

( 2 ) 


April 1991 

ES, 1990-91, p 173 


£'S, 1990-91, p 173 


ES. 1990-91, p 173 


ES, 1990-91, p 173 


July and Aogust 1991 
ET, July 5 and August 15, 
1991 


August 1991 

£7, August 31, I9<M 


October 1991 
ET. October 31, 1991 


November 1991 
ET, Novembei 16. 1991 

ET, Novembei 29, 1991 


December 1991 

ET. December 30. 1991 

February I9‘>2 

£7, Februar; 13, 1992 


No cash margin from April I. for 100 per cent EOUs and for 
units in FTZ/FPZs against imports for own consumption when 
exports are to the GCA. Cash margin against export linked REP 
licences, additional and special additional licences reduced sub¬ 
ject to realisation of exports. 

On April 22 cash margins on imports other than capital goods 
raised to 200 per cent on OGL. Similarly the rate enhanced to 
150 per cent under specific licences. 

REP licences conditional from April 23 on realisation of export 
proceeds and exempt from cash margin requirements. Interest 
rales on post-shipment export credit revised to effect quick 
realisation 

Use of bank credit to finance imports discouraged on May 9 by 
means of 25 per cent surcharge on commercial rates on interest 
at 17 per cent or above 

J'.XIM scrips launched to replace (at uniform rale of 30 per cent 
of fob export value) REP licences (in the range of 5 per cent to 
20 per cent of lob export value) REP at higher rates continued, 
CCS to exporters discontinued. 

Supplementary Licences abolished except in the case of small- 
scale sector and for prcxlucers of life saving drugs/equipment. 
items imported through supplementary licences will henceforth 
be made through EXIM scrips 

Additional licences, which-were meant exclusively for ex- 
port/trading houses, abolished but with effect only from April 1, 
1992. In lieu of these licences export/trading/star trading houses 
will receive additional EXIM scrips at the rale of 5 per cent of 
(ob export over and above the 30 per cent flat rate. But until this 
takes place in April 1992, it has been decided to widen the range 
of Items which can be imported against additional licences. The 
range will now be the same as that of EXIM scrips. 

EXIM scrips could be used to import items in the limited per¬ 
missible (Appendix 3), non-sensitive canalised list (Appendix S 
A), OGL Item for actual users (Appendix 6 List 8, Part I and 
List 10). and items in Appendix 4 and 9 (which were earlier im¬ 
portable against supplemenury licences). 

42 Items of raw materials and components removed from 
restricted list (Appendix 2-B) to limited permissible (Appendix 
3) list which were possible to be imported through EXIM route. 
Exceptions include SSI and life saving drugs. 

Actual user conditions for OGL imports discontinued and items 
from limited permissible list shifted to OGL. PMP units no longer 
forced to import listed OGL items via EXIM senps. 

Capital goods imports made easier for EOUs, especially with sup¬ 
pliers' credit and high expon/import ratios. 

Actual user condition removed for EXIM scrips for permissible 
non-OCiL capital goods imports without any value limit. Same 
applies to imports by export houses. 

34 Items shifted from OGL to limited permissible list. Cash margin 
on imports cut to 50 per cent. 

All cash margins on imports other than capital goods removed. 


Sole-. All references to Appendices mentioned in this table relate to GOI. Import-Export Muy, 
1990 9i. Vol 1. 


Economic and Political Weekly March 21, 1992 


593 



(instead of 30 per cent as under the EXIM 
device) of earnings to fetch the premium 
price of currency in its parallel market. The 
exporters, like other remitters of foreign ex¬ 
change, can make use of up to 60 per cent 
of their own (or purchased) foreign currency 
to import from abroad. The actual desire to 
import would evidently be favourably in¬ 
fluenced by the extent to which importables 
srould continue to be in strong demand in 
the domestic economy. The incentive effect 
on exports as an economic activity would 
also be subject to similar circumstances. 

The macro-economic significance of the 
measures would not be easier to handle. It 
is one of the imponderables as to how India's 
debt liabilities and olhei comractural obliga¬ 
tions in relation to direct foreign investment 
are going to be met, especially with the 
private sector competing with the state in a 
remotely managed exchange market. (Most 
of India’s borrowings from official and com¬ 
mercial sources are publicly guaranteed I 
Tendencies, to undisclose exchange earnings 
would go up since it is far more profitable 
to approach the money changers informally. 
The 40 per cent levy at the less attractive of¬ 
ficial rate may turn out to be inoperative as 
these tendencies operate in the market. (Sec 
article on India during mid-70s titled ‘Smug¬ 
gling and Exchange Controls in the Indian 
Economy', Economic and Political H'eekly, 
Annual Number 1975). It is uncertain 
whether the ‘volatility’ of the market rate 
would be possible to contain. It is ecjually 
less certain how the balance of payments is 
going to be managed, or even the official 
re,scrves be sustained at an acceptable level 
by acquiring foreign currency on this basis 
(Incidentally a large part of the current 
reserves should be .set off against current 
liabilities to IMF and others in order to ar¬ 
rive at a realistic picture ) Macro-economic 
adjustment under structural re/orms can 
only be achieved, in these cmrumsiances With 
short-run contractions in GDP and an in¬ 
flationary process, as pointed out in the 
paper. 


APPbNDIX TaBI 1 II' INDIA'S FoKI M.N 
Exchani.i Av.rrsF.vr ujdini. Ooi hand SDK 


Month 

Rs Crore 

S Million 

March 1989 

6605.0 

4541 

March 1990 

5787 0 

3405 

June 1990 

5356 1 

3072 

September 1990 

4511 6 

2615 

December 1990 

2152.3 

1205 

March 1991 

4388 1 

2236 

April 1991 

2527 0 

1269 

May 1991 

2677 4 

1271 

June 1991 

2382.6 

1124 

July 1991 

3312.8 

1286 

August 1991 

2694 7 

1141 

Oaiober 1991 

4441.5 

1722 

October 1991 

6032.4 

2325 

November 1991 

7015.7 

2716 

December 1991 

9286 7 

3597 


Source- Economic Survey and niinistry of 
finance, government of India 


Appindix Table III: Estimated Value oi 
Ri'.pt ENisMABi t iMPoirtsEOR 1988-89 at Rates 
P ut VAii INC. Br.roRt and After the Introduc 
iioNot h.XIM Scrip PA<'KAt.f ON JutY4 AND 
Aiit.tisi 14, 1991. 

(Rs crore) 


(a) Estimated value ol rcple- 4 , 0 iu 71 

nishabic imports calcu¬ 
lated at new flat rate .TO 
per cent prevailing after 
July August 1991 

|b) Value of repleiiishabic 2.I7.S 22 

impcsrls at actual differen¬ 
tial rates prevailing in 
1988-89 

(c) Value of replenishahic 3.616 68 

imports (at differential 
rates) plus the actual value 
of supplementary licences 
in 1988-89 


If we compare rows (a) and (b) of the 
above table we notice that the import 
licences in value terms works out to be larger 
il w eu.se the rates under the EXIM scrip 
system. The increase reflected, nevertheless, 
can be an overestimate, unless we recognise 
that supplementary licences were abolished 
in 1991. (The abolition of additional licences 
did not affect the value since (his was to 
come in effect only from April 1992 on¬ 
wards.) Imports routed earlier through sup¬ 
plementary licences are now routed through 
EXIM scrips. Adding the value of imports 
via supplementary licences to the value of 
imports based on old REP rates, we obtain 
row (c). (Supplementary licences are still 
available for small-scale sector and life¬ 
saving drugs. Therelorc, before adding the 
value ol imports effected through sup¬ 
plementary licences we have deducted the 
value of supplementary licences issued to 
small-scale sector for 1988-89. Data on sup¬ 
plementary licences issued to life-saving 
drugs IS not available.) We thus, arrive at the 
estimate of RE P value at old rates and sup¬ 
plementary licences lor 1988-89 at 
Rs 3,616.68 crore in row (c). 

A comparison of row (a) with row (c) con¬ 
firms the impression that import dependence 
of the economy would increase under the 
new EXIM scrip regime since the value of 
imports in the purview of these scrips is 
much higher than was the case with a REP 
regime based on a differential rate structure 
1 he extent of increased import dependence 
would turn out to be higher if we deduct the 
value of supplementary licences for life¬ 
saving drugs. 

Again, the estimate provided in row (c) 
could be even higher if we consider the fact 
that while supplementary licences were 
generally issued to actual users on (he basis 
of growth rate of their production, with ex¬ 
porters the same rate used to be )i percen¬ 
tage of fob exports with a stipulated ceiling. 
Under EXIM scrips it was according to the 


fob value of exports without any ceiling. 

Higher imports might alto take place on 
account of a changed basis of calculation 
in the case of export/trading houses as welL 
This is so because additional licences used 
to be granted on the basis of NFEEs whereas 
under the new system it will be on the basis 
of fob exports, the basis of which it less 
restrictive than the NFEEs. However, the 
grant of status to export/trading houses will 
still be on the basis of NFEEs. 

Taking all these factors into account we 
can conclude that (here is a strong possibility 
that the new system of EXIM scrips would 
inflate imports as compared to the earlier 
system. 

A note may be added here on some data 
problems we have faced. Data relating to ex¬ 
port value is obtained from the DGCiS 
sources, the commodity classification of 
which IS different from that used in the of¬ 
ficial publication on Import and Export 
Policy or other MOC notifications. We have 
tried to find a correspondence between the 
two sources in our exercise. 

Notes 

[The two authors owes joint responsibility for 
all errors as have remained. R U Das has con¬ 
tributed the calculations provided in Table I, 
2 and Appendix Thble 111. S Sen assumes 
responsibility for the rest, including the analysis 
offered on the macro-economic implications. 

We would like to thank Professor V R 
Panchamukhi for his suggestions on the 
method of calculations.] 
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Can the Market Do It? 

Economic Reform in an Uncertain World 

B Gopalakrishna Kumar 

Both supporters and critics oj the liherulisation policies of the eigh ties agree that these occurred against a background 
of large macro-economic imbalances' a huge foreign debt liability, a barely sustainable balance of payments situation 
and growing fiscal deficits Although the threat of a default on loan obligations has now receded, short-term 
breathing space is still being provided by disbursements from the IMF on fulfilling various performance criteria 
laid down by the Fund. 

Against this background, the impact of the budget for 1992-93 can be judged on the basis of the following 
criteria: (1) To what extent does it attempt to redress the macro-economic imbalances in the economy? (2) What 
does it do to further the growth of the economy? (3) h the strategy it proposes likely to succeed in view of the 
constraints faced? 


1 

Introdurtion 

THb second budget of the Narasimha Rao 
administration comes at a critical time for 
the country The political uncertainties 
initially created by a new government which 
lacked a majority in p.arliameni have Mill not 
fully dissipated. To make matters worse, the 
severity of the economic situation, and the 
need for large standby loans from the IMF- 
and the World Bank have forced the govern¬ 
ment into politically damaging disclosures 
ot the conditionalities inheient in these 
payments. The choice loi the finance 
minister was whether to push ahead with the 
more radical changes he wanted or, altei- 
natively, to temporise and try and appease 
his critics. The style and scope ot the 1*W2-V,^ 
budget indicates that he has decided to play 
bold and put his reputation on the line f)n 
a number of issues, such as rupee conver¬ 
tibility, capital market reform and tasation 
policy, the budget marks a clear break with 
the past. The question, though, is the extent 
to which It succeeds in tackling the under¬ 
lying problems that beset the economy. 

Both supporters and critics of the libera¬ 
lisation policies of tlic 80s agice that these 
occurred against a background of large 
macro-economic imbalances: a huge foreign 
debt liability, a barely sustainable balance 
of payments situation and growing fiscal 
deficits. Although the threat of a dctault on 
loan obligations has now leccded. short-term 
breathing space is still being provided bv 
disbursements from the IMF and on fulfil¬ 
ling various (verformance criteria laid down 
by the Fund. A Brazilian economist would 
not have felt out of place in India as this 
scenario unfolded: depending on his persua¬ 
sion, he would either have put forward 
reasons why liberalisation should proceed 
speedily despite (perhaps because oO the dil 
ficulties along the way, or else voiced caution 
over the pitfalls ahead, and called for a slow¬ 
down of the process of reform until some 
of the imbalances had been attenuated. The 
debate in India proceeds along similar lines 

It is important to note that the environ¬ 


ment in wnich the country has to survive has 
become, if anything, more uncertain of late 
World trading conditions—on which the 
success of the liberalisation strategy partly 
depends—base hardly picked up On the 
contrary, in siew of the depth ot the reces¬ 
sion and the viiiua! collapse of the CiAH 
talks, there is the loonung threat of protec¬ 
tionism In the coming decade, it is possible 
that dc facto a new international economic 
order will be formed, partly revolving 
around the massive economic power of 
lapan, but also encompassing China and 
parts of south-east Asia, with the F.EC and 
the US functioning as the other centres ot 
economic might, tndia will figure nowhere 
hcic, and obviously this will have serious 
consequences for the Indian econorhy, par- 
ticularly as one ot its largest trading 
partner!—the Soviet Union—has just 
become exlin- t and the principal successor 
states have not stiown themselves particular¬ 
ly accommodating to requests for continu¬ 
ing prefereniul iieaimcnt Whatever one’s 
view about the nature ot the economic 
changes now uiidei way, the impact of these 
changes on India's external trading relations 
has to be taken into account There is, 
however, little indication that Indian policy- 
makeis have understood the dimensions of 
this problem, and ol the dangers of being, 
in time, 'included out' of the major world 
scene 

II 

l'n«i<>ri\inj’ Pnriilrins 

Before considering the budget proposals. 
It IS impoitanl to be clear as to what the 
most serious pioblems lacing the Indian 
economy are Consider the following 
( 1 ) A large lisi.il delicit, the under lying 
cause ol v. Ills li is cxpendituie outpacing 
levenues 

(ii) A huge foreign debt, with a high debt- 
scivice ratio, and debt-exports ratio, 
which has in recent years caused a 
downgrading ol the country’s credit 
rating aric continues to sause serious 
repayment problems 


(III) U)w levels of efficiency economywide, 
which result in huge wasted resources. 

(IV) More contemporaneously, a reces¬ 
sionary situation in the industrial 
sector, stagnant agricultural output and 
poor gmwth prospects in the economy 
us a whole, with additionally the begin- 
nigs of a serious inflationary problem. 

f iscal Deficits: Successive governments 
have committed themselves to reducing fiscal 
deficits The most complete measure of 
macro-economic imbalance, the gross fiscal 
deficit (which measures the total resource 
gap in terms of excess of total government 
expenditure over revenue receipts and grants) 
rose from 4 1 per cent of GDP in 1975-76 
to 6 per cent in 1982-83 to 9 per cent in 
1986-87, the average for the Seventh Plan 
period being 8.2 pei cent The budget for 
1991-92 attempted a larger fiscal correction 
than before, amounting to Rs 12,000 crore 
and bringing the deficit down to 6.5 per cent 
of (iDP Whatever the hopes expressed by 
the finance minister in his budget speech, 
however, it has been apparent for some time 
that (a) there arc severe political obstacles 
to substantially reducing the government's 
own expenditure, and indeed certain con¬ 
siderations (c g, on defence, or on subsidies 
ro influential groups) tend to predispose 
governnients to increase it further regardless 
ol what IS actually said; (b) there is little 
scope for further substantial increase in 
revenues through improvements in tax col¬ 
lection, unless much greater efforti are 
made, in the teeth of opposition, to widen 
the direct tax net, and to^seribusly attempt 
to tap the ’black’ economy: and (c) further 
increases in indirect taxes, besides being 
stKially regressive, could prove seriously in¬ 
flationary as well as prolong the recession 
I here is therefore the prosjicct of the deficit 
continuing at a fairly high level in the 
lirrcseeahle future In theory, there is little 
reason why this could not happen indefinite¬ 
ly, since markets for futures transactions 
always exist and the problem can always be 
pushed on to the next generation In prac¬ 
tice, as the latest Econonne Survey readily 
admits, the situation has become unsus- 
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tamable; interest payments on accumulated 
debts alone absorb about 24 per cent of the 
total expenditure of the central'government, 
and increasingly higher borrowings are re¬ 
quired simply to service past debts. As the 
stock of public debt rises, it tends to act as 
a suction mechanism on the rest of the 
economy, drawing in rc.sourccs from the 
banking system in paricular to finance it and 
blocking their deployment for activities with 
a higher social productivity. An important 
instance of such activities is the maintenance 
of a high volume of public investment, 
carrying with it the ability to provide crucial 
infrastructural support for industry 
Crowding out of the type mentioned above 
may also occur through the interest rate, 
since if individuals are to be persuaded to 
buy government securities to finance the 
debt, the rate of interest on these has to be 
higher than those of competing bonds, thus 
driving up interest rates throughout ihc 
economy. 

External Dehr India's long-term and 
short-term debt reached $ 69 5 billion by the 
end of 1991, compared with a ligurc ol 
S 45.2 billion for 1988 It has increased, in 
other words, Irom 19.8 per cent of GDP to 
27.2 per ccni of CiDP In lupee terms, the 
total external debt in 1991 came to a stag¬ 
gering Rs 2,00,000 croic 1 his estimate in¬ 
cludes publicly guaranteed and private qon- 
guaranteed debt as well as deposits held m 
India by non resident Indians The servic¬ 
ing requirement itself is estimated at some 


Rs 15,000 crore annually. Dibie I puts 
together some comparative figures for Iridia, 
two rapidly industrialising but heavily 
indebted middle-income countries (Mexico 
and Brazil), one of Asia's newly emergent 
countries (South Korea) and a low-income 
country with a history of debt problems 
(Zaire). Note that although the stock of 
India's total external debt is lower today than 
that of Mexico and Brazil, ii has increased 
as a proportion of exports (from 1980 to 
1989) faster than for either of these coun¬ 
tries, and indeed faster than any of the 
others the same is true of debt servicing. 
Note also in the light of its prodigious export 
performance the dramatic decline in the 
Korean debt .'exports ratio over the 80s and 
Its small debt 'service burden The figures tor 
India give some cause for concern that the 
country may be on Ihc verge of a latin- 
American style debt problem. 

India's crcdit-raiing was downgraded last 
year to BA2 (the second-best speculative 
giade) by Moody's Investors Service and 
there IS no prospect ol the rating improving 
III the near future. One factor that has been 
trequently noted in this context is that the 
maturity positton of India's loans has 
detertorated. In the 70s, the higli proporiion 
ol concessional lending meant that the coun¬ 
try enjoyed a lairly comfortable position as 
regaids mat urn y. This deteriorated in the 8(K 
when the country turned increasingly to 
private creditors to ttnance its extetnal 
deficits from $ 4.6 billion in 1982, India's 
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fuial 

Total 

txicinal Debt 

loidl Debt Servicing 

hxlernal Debt 

As Per Cent of Exports 

As Per Cent of Lxporis 

(US $ b) 





1990 

1980 

1989 

1980 

1989 

India 710 

135 7 

259 5 

9 1 

26 4 

Zaire 8 8* 

202.2 

371 0 

22 5 

21 5 

Mexico 96.0 

259 2 

264 0 

49 5 

39 6 

Brazil 113 8 

304 8 

301 6 

33 8 

15 5 

Korea 36 4 

1306 

44 7 

12.7 

3 8 

• 1989 figure 





Sources: India Abroad, January 

1992, World Development Report, 1991 
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{Rs crore) 



1991 92 

1991-92 

1992 93 



(BE) 

(Rb) 

(Bb) 

Revenue receipts 


67529 

66549 

75688 

Tax revenue (net to ccnircl 


523(K) 

5(XXI6 

56456 

Non-tax revenues 


15029 

16543 

19232 

Total receipts 


105703 

106070 

11.3698 

Non-plan expenditure 


79697 

8(K)70 

84475 

Plan expenditure 


.3372S 

33032 

.34612 

Total expenditure 


113422 

113102 

119087 

Revenue expenditure 


81383 

836.30 

89570 

Capital expenditure 


32039 

29472 

29517 

Revenue deficit 


138.54 

17081 

1.3882 

Budgetary deficit 


7719 

7032 

5389 

Fiscal dencii 


37727 

37792 

34408 

Increase in net RBI credit to central 




government 


7719 

8800 

5389 


total long-term debt to private creditors rose 
to S 25 billion by the end of 1991. If short¬ 
term debt is included, private sources ac¬ 
counted for about 39 per cent of India’s total 
debt at the end of 1991 compared to 18 per 
cent in 1982. In fact, it appears that India's 
credit rating might have slipped further had 
it not been for the fact that a substantial 
portion of the medium and long-term debt 
continued lo be owed to official sources on 
concessional terms. Loans from the World 
Bank and the IDA in particular carry below- 
market interest rates and long-term 
maturities, so that India can barely sustain 
the oiherwi.se very high debt-exports ratio 
of 255 per cent of total foreign exchange 
earnings in 1991 

Ineffiaencv: Over the years, delays in the 
completion of new projects, inadequate 
planning of investment and large-scale waste 
m resources have contributed to perhaps one 
o( the most cost-ineffective industrial 
systems in the world. Since 1985-86, annual 
budgetary support (net ol royaltie.s, taxes, 
interest and dividend payments) to public 
enterprises has averaged more than Rs 3,(X)0 
crore ii is clear that the economy cannot 
sustain further large investments in the 
public sector with pitifully small rates of 
return. Some lundamental change in public- 
sector management has lo be implemented 
so that resources can be released to areas 
where they can be put to more productive 
use The tact that privatisation of inefficient 
public sector units is a condition demanded 
by international agencies for further loans 
IS hardly a reason for not .seriously considei- 
ing It. But the question is whether privatisa¬ 
tion by itsell can fundamentally change 
matters if the elliciency ol enterprise is not 
upgraded, new technology introduced and 
much closet attention paid to marketing 

Immediate Iwues' Ihc growth of the 
economy slowed down substantially in 
1991-92, owing lo a slow-down both' in 
agricultural output and in industrial growth 
The tx-onomw i'urvev argues that this slug¬ 
gish performance has to be viewed in the 
context of two exceptionally difficult cem- 
ditions in iwcr respects; a grave external 
payments crisis and a high rale ol inflation, 
both of which reached their peak in the 
middle of 1991. But also, and importantly, 
industry clearly fell the burden of the restric¬ 
tive government policy of the last year in 
hiking up interest rates, imposing sharp 
credit limits and progressively squeezing 
imports to save foreign exchange. 

Ill 

What thr Budget Did 

Bearing in mind the above discussion, the 
impact of the budget can be judged accor¬ 
ding to the following criteria; 

(1) To what extent docs it attempt to redress 
the macro-economic imbalances in the 
economy? 

(2) What does it do to further the growth 
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of tb(f economy? 

(3) Is .the strategy it proposes likely to suc¬ 
ceed in view of the constraints faced? 

The Finance minister stressed the fact that 
the fiscal deficit had come down from 8.4 
per cent of GDP in 1990-91 to 6.5 per cent 
of GDP in 1991-92, and would come down 
further to 5 per cent in 1992-93 This is good 
news if it turns out to be true. But how 
bchetly does he propose to achieve this? As 
Table 2 shows, the budgeted revenue expen¬ 
diture between 1991-92 and 1992-93 has risen 
by 10 per cent; this largely reflects the recur¬ 
ring elements of interest payments and sub¬ 
sidies. However, the 1991-92 budget estimates 
were exceeded by Rs 2,247 crore in the revis¬ 
ed estimates, and it the current budget 
figures are adjusted to reflect this order of 
increase, it will appear ihai revenue expen¬ 
diture would have increased by 13 per ccnl 
How then could the deficit tall? Budgeted 
capital spending has ot course fallen by 
almost 8 per cent and this will help balance 
things, despite the impact this will have on 
plan linaiice 1 here is a saving on subsidies 
(mainly on account ol the abolition ol the 
export subsidies last year) but the finance 
minister has not really pruned the large 
allocation for fertiliser subsidy and has 
clearly shirked the opportuiiilv to stop the 
implicit subsidisation ol influemial groups 
through the underpiicing ot electricity and 
the writing oft ol the losses ul slate eleciri 
city Poards, so the saving here is not hall 
as large xi'j il might have been 

Reading between the lines, it appears that 
the finance minister has been very optimistic 


about increased revenues in the coming 
financial year; non-tax revenues arc to grow 
by 28 per cent, tax revenues by 7.5 per cent; 
revenue receipts by 12 per cent and total 
receipts by 7.6 per cent.-Some of this is pure 
sleight of hand—like the claim that the RBI 
will be translerring a large share ol iis pro¬ 
fits, and thereby helping to raise non tax 
revenue. In coiiseguence, the revenue deficit 
(the difference between revenue receipts and 
expenditure) is hardly slated to move bet¬ 
ween 1991-92 and 1992-93 and the projected 
budgeury dclicit has actually lallen by 30 
per cent All this, despite the laet that direct 
taxes have been cut, only some duties (e g, 
on stainless steel, non-teirous metals and 
paints) have been raised and owing to lower 
tariff rales, the government will ostensibly 
suffer some loss in revenue 11 is dillicull to 
understand how such lax revenues are going 
to be realised, particularly as one considers 
that revenues normally fall m a depressed 
economy, and that with mnalioii running at 
well ovc'i 10 per cent some of the revenue 
increases w.ll turn out to be illusory 
As toi the 111 ome tax relorms themselves, 
the simphi leal ions involved iii the ending ol 
the plethoia ol exemptions undei the S0('( 
A and B h.iimer was cleaily oveiduc, and the 
raising ol ihe income lax limit will benelit 
many hilhcilo marginal asscssees hil by m 
flalioii and declining real incomes fulling 
lop rates ol lax, however, shows a touching 
laiili in ilie virlues ol 'supplvsidc' 
economics, despite there being piecious lillle 
evidence Ironi industrialised economies that 
piodiiciivitv .incl output respond to lower lax 


rates. On the other hand, there is con¬ 
siderable evidence that owners of land or 
residential properties—who are already very 
wealthy—have in recent years hugely 
benefited from Ihe real appreciation of their 
holdings Irom the increase in property values 
arising from the benefits of public invest¬ 
ment (c g, m iramsport or infrastructure) but 
there has been no move to tax these windfall 
gams Nor has much been said on .deterring 
non-compliance. 

The abolition ol controls on Indian com¬ 
panies raising equity funds in Ihe domestic 
market is clearly intended to give a boost to 
industry, and to further liberalise the capital 
market There are other benefits for industry 
such as a cut in interest rates, and better 
tei ms ot credit arising through easing of the 
banks’ Statuioiy 1 iquidiiy Ratio These are 
clearly positive moves; the question remains 
though as to the speed with which industry 
will respond to these incentives To an extent 
the answer depends on one’s view of what 
ilie main constraints on industrial growth 
cuiicnlly arc declining productivity, lack of 
access to funds, ceilings on credit, or slug¬ 
gish demand, including overseas demand? 
tiivcn lecenl growth rates, there is unlikely 
to be a pick-up m demand that would 
substantially boost industry, desptte the con¬ 
cessions given, and one gets the impression 
that the authors of the budget aie ptnning 
then hopes on the liberalisation package 
opening up the benefits of a large increase 
III overseas demand 

I he qilcstion ot overseas demand brings 
us Ill [leihaps the biggest surprise in the 
hiidiici Ihe announcement of partial con-, 
vciiibililv ol the rupee. Insofar as this will 
help loieigneis to do business in India, this 
IS clearly ,i move in the right direction. 
Domesiis exporters will akso be helped by 
the implicit 9 per cent further depreciation 
o( the s 111 icncv and by being allowed to keep 
1*1 pci cent ol I heir dollar earnings in dollar 
asvounis 1 he abolition of Fxim .scrips will 
also mean freer access to imports for ex¬ 
porters those who say that developing 
coiimncs cannot sustain the shocks of a 
floaiiiig currency should consider the case 
ol, say, Thailand which has not only 
managed the transition smoothly but 
ciiioycd a surge in exports On tire other 
hand, in the Indian case, some element of 
doubt IS in order Again, Ihe response 
depends on the diagnosis To what extent arc 
exporters constrained by adverse relative 
prises, as opposed to their own lack of non- 
piKc compeiiiivcness, or sluggish conditions 
III the world economy’’ Docs the budget do 
anvihing to encourage companies to direct 
more atieniion to improve productivity and 
invest moic in R and I)’ Will the other pro- 
visions in the budget relating to the en- 
souiagenicni of foreign investment help to 
dymimisc industry and encourage exports? 

(hi a cautious assessment, looking at the 
piospcci ol a continuing US recession and 
the possibility ol additional non-tarifl 
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KJuLaiiOlul 

Real GDP P( 

HDI 


(per laXJ) 

1 xpecldiuv 

I iieracy 

AdainmciK 

(1985 88) 



(1989) 

Vrs (1990) 

(1985) 


(PPP 5.) 


India 

VS 0 

59 1 

44 I 

to 1 

870 

0 708 

/aiie 

94 0 

53 0 

65 9 

44 4 

430 

0 299 

Mexict) 

40(1 

69 7 

84 7 

57 8 

5 720 

0 8 78 

Brazil 

S9 0 

6S 6 

78 5 

53 4 

4620 

0 759 

Ki)rca 

23 0 

70 4 

90 0 

62 0 

2(KH) 

0 665 

lapan 

04 0 

78 6 

99 0 

69 S 

1 7650 

0 997 
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India 

17 2 

2 7 


1 7 

S| 7 

1- ^ 

/jure 

14 0 

6 1 


4 I 

4S 1 

18 4 

Mexico 

2 2 

12 3 


1 ^ 

61 1 

21 2 

Brazil 

4 3 

4 2 


6 1 

56 ■> 

7o 6 


Note. Ihe percentages do not add up lo hundied bcs.ni-.c some ileins o( expciichluie aic mu 
shown III the table 

Source. H/'orld Developineui Kepon. 1991 
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barriers coming up in the bbC and Japan, 
it is probably wrong to expect much im¬ 
provement in export prospects in the im¬ 
mediate future. Further, the liberalisation 
strategy is evidently premissed on the 
assumption that the reforms will attract 
more foreign investment, and that additional 
capital flows could then be found to Tinance 
the external debt. But again, one cannot be 
too sanguine that this will happen m the near 
future, investor confidence in India has not 
shown much improvement, in addition inter¬ 
national capital markets tightened con 
siderably in 1991 and 1992, reflecting in pan 
the scarcity of capital in western commercial 
banks (a scarcity which in tact would have 
been greater had the Japanese not oflset 
their large current account surpluses by 
capttal transfers to othci industrialised coun¬ 
tries). If this IS true, the country can expect 
little change in its adverse debt servicing/ 
exports ratio and little lelief in its external 
payments situation in the foreseeable future 

On balance, then, despite its innovative 
nature, the finance minister may have 
overstated the extent to which the budget 
could have an immediate impact on ihe 
nature of the unbalances that now thrcaien 
to take the economy into really tough 
weather. Unless there is an unexpected in¬ 
dustrial revival, growth prospects will con¬ 
tinue to remain depressed, particularly as 
agriculture has in the Iasi yeai hardly pro¬ 
vided any succour For the reasons already 
referred to, exports arc unlikely to pick up 
in the short term; if so, ihcie will be conti¬ 
nuing prcssuie on the balance of paynicnts 
There is, on the other hand, the attetidant 
danger that inflation —spurred on by higher 
domestic duties and by costlier imports — 
will not be moderated and that in con¬ 
sequence geniiiiic growth is thwarted by a 
.'ontinuing siagflationary scenario 

IV 

|ji>np;<'r-Ti-rin Quostions 

The budget process neccssaiily concen¬ 
trates on short - to mcdium-lcrm issues But 
it IS inevitable in thinking about it that one 
tries to put it into some kind of perspective 
Despite all that has been said and wriiien 
about poverty and poverty removal, alter 
eight five-year plans, India still has the 
largest pool of poor people in the world, and 
twice Ihe number of poor that t hina has 
Numbers alone mean little, yet it is disturb¬ 
ing to note that the allocation foi rural 
development has fallen by Rs 92 crore bet¬ 
ween last year’s budget and this one Making 
an impact on poverty requires continuing 
efforts at ensuring agricultural growth and 
employment; this may often require longer- 
run or ‘lumpy’ mvesimenis which only the 
state can undertake; it is easy to forget this 
amidst the current rhetoric about catching 
up with the rest of the woild. 

Further, it seems strange that there is noi 
more ol an outcry in the country that after 


forty-five years of development, less than 
half the population should be able to read 
and write, that barely more than half have 
acce.s$ to safe drinking water and that the 
figures for infant mortality should still be 
so unacceptably high Table 3 shows some 
comparativc statistics on the UNDP’s 
human dcvelopmeni indicators for the same 
group of countries discussed earlier (with the 
addition of Japan, which is included as a 
benchmark, since ii achieves the highest 
score of all the countries analysed in the 
Human Deiclopmenl Report). Take the 
question of inlant morialiiy. The IMR/KXK) 
in India is virtually al the same level as is 
/.aire’s, despite the lad that /.aire’s real CiDP 
(in PPP terms) is SO per cent lower than 
India's In the case ol lilc expectancy ,ii 
birth, note that Indi.i's is a full ten years 
lower than Mexico’s Ami ol couisc, aduli 
literacy is lower in India than in any olhet 
country shown in the table, as is an mdes 
of educational atiaiiimeru t orrespondingls, 
India IS al ihc low end ol (he league (jiisi 
ahead ol .Zaire) ludged in terms c>l the 
Human Developineni Index (HDD The 
huge gap helween Japan and India in leniis 
ol Ihc HDI IS also apparent in the table 
Something is wioiig somewhere. Ixsokiiig 
al table 4, which shows percentages of total 
expenditures dcsoied to deicnee, education, 
health and a brtrad category of ’olhet items' 
we sec mailers in a comparative light again. 
It IS appaicnl that India spends much less 
proportionately on education than the other 
countries, whereas the proportion of expen¬ 


diture on delence is the highest. Sadly this 
budget reproduces this pattern. It is easy to 
justify this in terms of geopolitico-strategic 
considerations, or in terms of the difficulties 
of shifting expenditures owing to existing 
commitmenis, but ultimately economic 
development has to result in some substaa- 
iial changes m the well-being of the poor, 
and unless the budget process reflects this. 
It will soon become an irrelevance to the 
majority of ihc population 

V 

(ainrluding Oliservaliona 

Three observations to end with. First, 
whatever reservations one may have about 
individual policy choices, taken as a whole 
and given the context in which it was 
presented, Ihc budget undoubtedly repre¬ 
sents a courageous move forward, breaking 
new ground in a number of important 
icspccts On Ihc other hand, against the 
background ot the economic situation the 
country is in, Ihe budget’s effect on key 
parameters v ill probably not be as substan¬ 
tial as Its designers have made out, and a 
period of recession with moderate to high 
inITaiionary e.xpeciations is in the offing. 
Finally, despite Ihe merits of a more outward 
and matkel-oncnied reform programme, it 
will lake much more psilitical will and a more 
careful design of policies for any real im¬ 
provements to be made in the life chances 
of the vast majority of the country’s 
populaiibii. 
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Health Policies and Programmes in India 

in the Eighties 

D*‘babar Banerji 

A coherent national health policy has evolved in India in the course of development of the different phases 
of the health service system. The focal point of such a policy has been the development of a people-oriented 
health service which would strengthen and encourage community self-reliance. While there have been significant 
achievements in the health field in the past four decades, there have also been failures. A critical analysis. 


A STI inv of health policies and program¬ 
mes involves the study of highly complex 
systems. Each of the systems has a number 
of sub-systems and sub sub-systems, and so 
on and each of them being composed of a 
number of variables Critical appraisal of 
health programmes in the 80s will involve 
study of a number of highly complex sys¬ 
tems with a number ol sub-systems having 
a number of variables While the study 
presented here is based on study of indi¬ 
vidual variables, these variables will be seen 
in their systemic context. Obviously, because 
of the severe limitation ot time, this cannot 
be done on an extensive scale. Therelore. 
some key variables were identified which arc 
of crucial relevance to the working of the 
sub-systems and the system as a whole The 
interim report' on which this article is 
based should be considered only as a ten¬ 
tative line ol thinking on the current status 
of the health programmes in ihe louniry and 
the possible lines that can be explored for 
action in the coming years. 

I 

Because of the large and complex 
character of the health service system in the 
country, it is neces.sary not only to have a 
general understanding of the boundaries of 
the system and its key components, it is also 
necessary to bring together information on 
a wide range of subjects that arc relevant to 
the understanding of the system and to the 
development of recommendations for 
action. Within the framework of the 
understanding developed by the project 
investigator, major elforis were made to get 
together some crucially needed information 
That was a very difficult task The informa¬ 
tion available is very limited An even more 
difficult task was to get hold of the infor¬ 
mation on the available information. 

The documentation unit of Centre of 
"ocial Medicine and Community Health of 
Jawaharlal Nehru University happens to be 
an important repository of some of the key 
information needed. A special drive was 
launched to update and reinforce the already 
available information by locating and ob¬ 
taining needed documents Considering the 
constraints within which this work had to 
be carried out, considerable success had been 
achieved. This information forms the basis 
of analysis of the system and for making 
recommendations. However, for the purpose 
of this interim report only a small fraction 


of the information specially collected for this 
project could be utilised Also, it may not 
be nece.ssary to list out all the documents 
that have been u.sed even lor the limited 
purpose ol preparing the interim report.' 

This arlicle is in four parts The first part 
outlines some ol Ihe significant achieve¬ 
ments made in the health fields over the past 
four decade.s 1 he second part focuses on 
the major weaknesses The third part 
outlines ihe suggestions for rectifying the 
weaknesses and for further strengthening the 
health service system. F-inally, the fourth part 
deals with the various issues concerning the 
current crisis m the medical profession in the 
country and the ways of overcoming it 

11 

Positive Achievement« 

The fcK'us in this presentation is on the 
programmes rather than on the policies. 
However, it must be noted that in the course 
of the diflereni phases in the development 
ol the health service system in the country. 
It has been possible to develop a coherent 
national healih policy which has received the 
approval ol the Ixsk Sabha The local poini 
of the NaiK'iial Health Policy is endogenous 
efforts to build up a people-oriented healih 
service sysicm which is meant to strengthen 
community sell-reliance by empowering peo 
pie to develop their own means lor coping 
with their healih problems and, equally im¬ 
portantly, ensuring that Ihe entire health 
service sysicm is made available to the peo¬ 
ple when they arc unable to cope with their 
problems on ihcir own 

The elloris of the past have also enabled 
the coiinliy to develop a wide network ol 
healih services in the country Considering 
the acute scarcity ol the resources, the si/e 
of the tsopulaiion and the bulk of it residing 
in rural areas, by all accounts this is a 
singular achievement; one CHV for a 
population ol I.OOfi, a sub-centre for .‘,0<K) 
a PH( lor 1(),(XK) and a community health 
centre loi l.(K),(KK). 

Ihe country can also be proud of having 
an cnoinuius network ol insliiulions for 
education, training and icscarch to provide 
the critn ally needed support to the growth 
and dc'elopnient of its health services 
system 

The c.)mmitment of the government to 
entrust ‘i“eoplc’s Healih in F'eople's Hands’ 
by having community health workers/ 


volunteers chosen by the rural people 
themselves, marks a major watershed in the 
development ol health services in the coun¬ 
try This means bypassing the entire medical 
establishment and taking steps to empower 
people to cope with their own health pro¬ 
blems and seek assistance from the health 
service system when they require them. 

Ever since the implementation of thecom- 
munitv development programme, India has 
developicd a long and rich tradition of 
developing an mtcrsectoral approach to rais¬ 
ing the healih status of its people. Rural 
healih services, water supply, environmen¬ 
tal sanitation, nutrition, education, are all 
brought together in the form of an integrated 
package to improve the social, economic and 
health conditions of the people of the 
country 

The major policy and programme issues 
mentioned above called for much higher 
levels ol competence from administrators of 
health services of Ihe country. They had to 
build on the achievements which had already 
been made during the colonial period by 
developing competence to have people- 
oriented healih services in the country. This 
implies that instead of imposing ideas from 
above, an additional task of the ad¬ 
ministrators. particularly those involved in 
public health research, was to promote social 
science studies to understand various com¬ 
ponents of rural and urban communities in 
order to understand their response to the 
various health problems confronted by them. 
The social science data would then be used 
to develop people-oriented technology and 
to form a network of health service delivery 
system which is in consonance with the 
social, cultural and geographical conditions 
prevailing m different parts of the country. 
1 hesc tasks were in addition to the stupen¬ 
dous challenge ot developing an integrated 
approach to the health services and taking 
steps to extend the coverage particularly to 
the hitherto unserved and under-served 
populations, within the severe resource 
const raints 

I'roin a perspective of public practice in 
western coiiniries, and even from a historical 
perspective ol the pattern of public healih 
practice in western countries in the late 19th 
and the earls 20ih centuries, it is apparent 
that the tasks assigned to health ad¬ 
ministrators in a third world country like 
India are qualitatively different from those 
ol Its counterparts and predecessors in 
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western countries. It is because of these basic 
considerations there is a school of thought 
which is inclined to call the body of 
knowledge required to come to grips with 
the new task in public health administration 
as New Public Health. A perspective of the 
new public health outlined above is of crucial 
relevance in making a critical appraisal ol 
the health policies and programmes in India. 

Unfortunately, instead of developing ideas 
and practices to meet The new challenges in 
public health administration, the tendency 
has been to erode even some of the positive 
aspects which had been evolved during the 
colonial period. It must be noted that it were 
ideas and experiences of the colonial period 
which had formed the basis of the seminal 
recommendations of the Shokhey Com¬ 
mittee and the Bhore Committee 

Ill 

Wrakneaset) in the Health 
FmgrammeH 

Even though health is regarded mainly as 
a state subject, because ol the certain com¬ 
pelling situations and reasons, the union 
ministry of health and family welfare had 
to play by far the most dominant role in the 
development of the health services in the 
country. This implies that the persons involv¬ 
ed in providing leadership at the union level 
ought to rise up to the new challenges 
thrown up by the policies and programmes 
adopted in the country after independence. 
It may be recalled that in the colonial days 
the dominant role was played by the direc¬ 
tor general of health service (DCiHS), who 
also headed the all-India cadre of Indian 
Medical Service. He was, in a military sense, 
at the apex of the command of the health 
services of the country, being responsible for 
curative, preventive, education and training 
and research institutions at the federal level. 
The health secretary, who belonged to the 
ICS cadre, had a marginal role, dealing with 
general administrative problems which go 
beyond the scope ol the technical consideia- 
lions in the health services. 

As pointed out above, aflei independence 
the responsibility ol the IXiHS has expand¬ 
ed manifold, corresponding with the 
manifold developments within the health 
services in independent India Bv far the 
greatest weakness in the health service 
system ol indcpcndcni India is that, instead 
of getting sitcngihcned to meet the lor 
midable challenges alter independence, the 
roles and responsibilities ol the IXiHS has 
been sharply eroded Me has been lell 
heading the truncated and iinitilaied central 
health service cadre which is donnnated bv 
specialists and superspecialists, belonging lo 
large general hospitals and medical colleges 
It IS, therefore, not surprising that because 
ol the serious alflictions in the health sei- 
vicc cadre at the union level, the IXiHS has 
fallen far short of his role and responsibiliiv 
of providing leadership at the union level 
He was required to lake the initiative in pro 
moling the practice New Public Health. He 


was required to mobilise research resources 
to optimise health service systems at various 
levels. He was required to provide leadership 
in initiating interdisciplinary operational 
research studies for formulating national 
programmes and in forming the network of 
health services within the country. To cor¬ 
respond to the requirements of the health 
services, he had also to take initiatives in pro¬ 
moting development of suitable manpower, 
which includes physicians, nurses, para¬ 
medical workers, etc. 

When the performance of the DCiHS and 
his team is analysed against such a perspec¬ 
tive, one finds major shortfalls. One of the 
most distressing outcomes of the leadership 
of health administration at the union level 
has been a sharp increase in the influence 
in the administrators belonging to the 
generalist health service cadre of the IAS 
IjOgically, developments alter independence 
should have led to the virtual withering away 
ol the generalist wing in the ministry of 
health and family welfare. That task should 
have been taken over by the new breed ol 
managerial physicians who have developed, 
over lime, cumpeiencc and experience in 
both managerial and technological fields 
Instead, obviously because of the failure ol 
the health administrators at the union level 
to rise to the occasion, a serious situation 
has been created where it is the generalist 
administrators who are taking decisions on 
some of the most vital components ol the 
health services of the country. It started with 
the formation of a separate department ol 
family planning outside the purview of 
DCIHS. Subsequently, the vital area of 
maternal and child health was taken away 
from the purview ol the PJJHS When the 
community health volunteer scheme was 
launched, it was done by the department ol 
family planning Hresumably taking advan¬ 
tage ol the moribund slate of the directorate 
general of health services, the department 
ol family planning has now taken up iisell 
almost the entire responsibility of the rural 
health services in the country Again, it is 
the department of family planning which is 
responsible lor the lormulation ol the 
Universal Programme ol Immunisation 
(UIP) This IS one reascin such a massive pro¬ 
gramme was launched even without collec¬ 
ting the basic epidemiological data coiicci 
nmg the prevalence of the six diseases which 
the UIP sought to 'attack' I he department 
ol family planning also look upon iisell the 
responsibility ol launching the area projects 
w hich cost ks 250 crore and which covered 
6 *> districts of the country I he lapses in the 
performance ol the diiecloiale general ol 
health services has had lai-ieaching implica¬ 
tions for the planning foimiilation. int- 
plementalion and evaluation of health ser¬ 
vices in the country 

I he state level leadership is also of crucial 
significance because it is ihc state govern¬ 
ments which arc responsible lor the actual 
implementation of the various health 
policies and programmes. Because ol the ris¬ 
ing aspirations of the people and the cor¬ 


responding expansion of the health services, 
both in quantity as well as quality, the de¬ 
mand on the health administrators at the 
stale level had also correspondingly increas¬ 
ed. Unfortunately, once again the health ad¬ 
ministrators have failed to live up to that 
responsibility. This has had major repercus¬ 
sions on the entire health service system in 
the state. In the first place, a stale director 
of health services (DHS) is also required lo 
play a pivotal role of providing leadership 
to the entire health service system, including 
implementation of the various programmes, 
education and training of various types of 
health workers and of providing research 
support to the different programmes. One 
feature, which can be considered as common 
with all the slates of the country, is that there 
has been a very significant decline in the 
competence of those who have served as 
directors of the health services. Correspon¬ 
dingly, as has been the case at the union 
level, there has been a very rapid expansion 
of the range of activities of generalist ad- 
mimsiraiors in areas which require very high 
level of technological and epidemiological 
inputs. The consequences of such an im¬ 
balance has been far-reaching. These ac¬ 
count for the many setbacks in many of the 
key health and family planning programmes 
in the country. 

Strengthening of the leadership in health 
administration at the state level is therefore 
as crucial as that at the union level. As the 
health administrators working at these two 
levels are the pace setters, they form by far 
the most importani variables in the growth 
and development of the health services in 
ihe country. Because of these considerations, 
these issues have received the most impor- 
lanl place in the framing of the recommen¬ 
dations that are presented in Part-Ill 

Considering the challenge faced by the 
'line' personnel, the major 'staff support is 
in the form ol training, research and evalua¬ 
tion These three areas are of critical 
impoitance lo programme formulation and 
monitoring 

As prunied out earlier, one of the prin¬ 
cipal responsibilities ol health administrators 
IS to encourage research to develop optimal 
health service systems which ensures that the 
very limned resources available lor health 
service development are effectively utilised 
As will be apparent in the following pages, 
the research covers a wide range of subjects, 
family planning, hospitals and medical care 
services; community health worker scheme; 
sub-cemres; primary health centres and com- 
munily health centres; formulation, im- 
plemeniaiion and evaluation of various 
national programmes; developmeni of 
indigenous systems of medicine; community 
participation and health education, and so 
forth Over the years, a large number of 
institutions have been set up to promote 
research in such areas. However, their con¬ 
tributions to health serv ce development 
have fallen far short of what was expected 
from them 
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Development of an appropriate informa¬ 
tion system and more elaborate forms of 
concurrent evaluation should have been 
built-in components of the health service 
system. A study of the present status reveals 
that this has not taken place to the desired 
extent. 

The trends in the personnel development 
in the country, in terms of the type of per- 
.sonnel, and in terms of qualitative and quan¬ 
titative aspects of training, in fact represent 
the real crisis in the health service system in 
the country. At first, health personnel 
development was considered synonymous 
with the production of physicians. Sub¬ 
sequently, while following the same princi¬ 
ple, some efforts were made to bring about 
social orientation of medical education. It 
IS only later that attention was paid to the 
production of other key elements in the 
health manpower such as nursing personnel, 
technicians of various kinds and other 
paramedical workers. 

Apart from very serious questions of the 
numbers in production, there is the still more 
critical problem of attaining to the quality, 
particularly considering that the National 
Health Policy calls for a fundamental depar¬ 
ture in the approach to manpower develop¬ 
ment The task was even more challenging, 
because of the entire manpower requirement 
was to be visualised in terms of development 
of people-oriented health programmes and 
health services in the country. It is essential 
that the manpower development should have 
taken place in consonance with the nature 
ol the health service system as formulated 
on the basis of health systems research. 
W HO had termed it as health systems 
research for manpower development 
(HSMD) 

Seen from this perspective, the experience 
with the more recent effort to bring about 
rural orientation of medical education 
(ROML) in medical college shows how wide 
IS the gap between the present slate of 
medical education and the desired social 
goals lor It I he goal is equally awe inspir¬ 
ing in the case ol nursing and other 
categories ol health personnel. 

The other category of staff support to the 
line personnel at the union and stale levels 
are in the form ol programme specialists, 
nursing personnel, inspectors of drugs and 
suppliers of medicine and other equipment, 
health educators, expert* in mass com¬ 
munication, statisticians, epidemiologists, 
and so forth. The quality of such staff per¬ 
sonnel has also suffered because of problems 
in health manpower development. There are 
also serious problems in oevcloping a 
suitable cadre structure and in providing 
research support to the programmes. 

The district health organisation forms a 
critical point in the network of the health 
services in the country Apart from pro¬ 
viding direct servic'es to the population 
through district hospital, it is required to 
play the vital role of providing support to 
the various peripheral health agencies within 
a district. The competence of the chief 


medical officer and his team of district level 
officials is central to the success of the work 
in community health centres, primary health 
centres, sub-centres and taluk hospitals and 
dispensaries. From the data collected it is 
apparent that the erosion in the quality of 
public health practice has particularly 
devastating effect at the district level. There 
IS very little of supportive supervision to the 
health agencies in the district. Personnel 
working in these agencies also do not receive 
adequate support in the form of supplies of 
drugs and equipment of general admini¬ 
strative and financial back up. 

The village level community health 
workers, sub-centres, the primary health cen¬ 
tres, the community health centres, taluk 
hospitals and dispensaries are all included 
within rural health services. A number of 
important studies m this area, referred to 
above, paint a very dismal picture The posi¬ 
tion is indeed very grim. There are shortfalls 
tn almost every facet of the rural services 
These are the cumulative results of the 
inability of the administrators at the district, 
state and union ievels to offer the right kind 
of leadership to the health services of the 
country. Particularly tragic in this context 
IS the devastation wrought by the family 
planning programme Coercive methods 
have been used extensively to ensure attain¬ 
ment of the family planning targets set at 
the union level. Enormous pressure is put 
on health workers to ensure that they attain 
the prescribed targets. The tragedy is that 
It not only has a profound demoralising ef¬ 
fect in all the health workers in rural areas, 
but once a health worker manages to attain 
the targets given to him, he feels that he does 
not have to worry about the other items ol 
the woric that he is required to perform So 
intense is the pressure for attainment of the 
targets that even administrators at the 
highest level seem to forget about the 
necessity of performance of i he other duties 
by the health staff This has had devastating 
impact on the work in the rural areas, laun¬ 
ching of yet another vertical programme in 
the form of the Universal Immunisation 
Programme has now coiilronied the para¬ 
medical workers with yet another set of 
targets. Because ol their intrinsic tendency 
to shirk work and because of the pressure 
pul on them to attain ihc fa mils planning 
targets, a very complicated situation is 
created. Sometimes adequate attention is not 
paid to the maintenance of the cold chain. 
The data presented by the study of 198 
PHCs by Ihc ICMR clearly shows that 
despite all the efforts to implement the DIP 
within the time frame of 1990, only a fourth 
of the PHCs have been able to attain the 
‘targets’ of having at least 80 per cent 
coverage of vaccines Even these figures are 
suspect, because they are 'generated' under 
considerable pressure from the higher 
authorities for attaining the irnmunisaiion 
targets. 

PrcrKciipalion with extension ol i.o\ei,ige 
of rural population has led to the neglect of 
the situation in the urban areas. The 1981 


census has already revealed a major shift of 
population from rural to urban areas and 
the urban population accounted for a 
quarter of the entire population. The 
number is certainly to increase much more 
when the 1991 census is undertaken. The 
recent outbreaks of epidemics in many 
metropolitan areas has also drawn attention 
to the very degrading conditions in which 
the bulk of the population in urban areas 
IS forced to live. The health services that are 
accessible to them are grossly inadequate. 
Urban health sel-vices should become a 
major area for action for the Eighth Plan. 

This is yet another area of serious neglect. 
Following the trend in the health services 
system in general, particularly the 
weaknesses in the leadership at the top, there 
has been a sharp deterioration in the func¬ 
tioning of hospitals and medical care ser¬ 
vices in the country. There is also a 
precipitous decline in the ethical standards 
in the practice of medicine. The ailments in 
the hospital and medical care system have 
been dramatically brought into focus by the 
Leniin Commission on i J Hospital in 
Bombay. 

Initiative had been taken to develop a 
master’s programme in hospital administra¬ 
tion. It has now been possible to bring out 
a substantial number of trained hospital ad¬ 
ministrators. The fact that these hospital 
administrators have not been able to bring 
about any perceptible improvement in the 
administration of the hospital with which 
they are associated shows the need for 
making a thorough review of the approaches 
adopted thus tar. The area of hospital ad¬ 
ministration and medical care has been vir¬ 
tually Ignored as fields for health practices 
research 

The family planning/wcifare programme 
has been the darkest and the biggest blot in 
the landscape of the health services in India. 
The Seventh Plan outlay for this programme 
IS Rs 3,456 crore; the outlay for all the health 
programmes combined for the Seventh Plan 
IS Rs 3,393 crore. Over the years, the family 
welfare programme has taken the shape of 
a gigantic organisation with its ramificaiions 
reaching right up to every village of the 
country. Massive inputs have been made in 
the fields of mass communication and 
education, training, monitoring and valua¬ 
tion and research to provide support to the 
programme The government of India itself 
has now admitted that the efforts made thus 
tar have not yielded the desired result In a 
very recent paper (April 28, 1989), Ashish 
Bose has made some very perceptive 
comments 

li IS paradoxical lhal in this scheme of 
things, there is no atleniion given lo ihe 
Juniily as an insiiiulion. and Iq the role ol 
family solidarity in fighiing physical, social 
and economic insecuniy. And yei life revolves 
round the family in India, perhaps much 
more than in any deselopcd country of the 
world 

Anybody conversant with the field situation 
will lesiify that lor thousands of family 
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welfare workers and millions of acceptors 
and potential acceptors of one or the other 
method of family limitation, the family 
welfare programme is perceived as the family 
planning programme, which in effect is the 
same as the sterilisation programme, which 
in turn means the female sterilisation pro¬ 
gramme, which basically means the 
laoarascopic method of sterilisation. 
Furthej- on, Ashish Bose comments: 

As things are, it seems most unlikely that the 
birth rate of India will be 21 in the next II 
years or so. In the last seven years, the birth 
rate has declined by less than 2 points per 
thousand. A simple extrapolation will show 
that judging by past trends, the birth rale of 
India in 2000 will be around 29 and if the 
death rate is around 9, the population growth 
rate will be around 2 per cent per year, even 
at the end of the century 
The government of India has been aim¬ 
ing at increasing the percentages of couple 
protection rate (CPR) over the past two 
decades. This is being used as an important 
measure of achievement of the programme. 
It is now becoming evident that quite often 
there is virtually no correlation between 
CPR and the birth rate. This is particularly 
tragic, becau.se throwing to the winds all the 
commitments it had made in its various 
policy documents, as pointed out by Ashish 
Bose, the programme has degenerated vir¬ 
tually as a programme of catching people 
for sterilisation For this purpose, the 
political leadership has not hesitated to hand 
over the entire programme to the generalist 
administrators, starling from the chief 
secretary going down to the divisional com¬ 
missioners, the deputy commissioners, the 
sub-divisional officers, the tahsildars to the 
patwaries. They have used various types of 
coercive tactics to catch people. Health 
workers are also subjected to intensive coer¬ 
cive pressure line mission has thus become 
a major menace to the revenue staff to health 
workers and to a substantial sections of the 
rural population in India. As pointed out 
earlier, the obsessive preoccupation with at¬ 
tainment of sterilisation targets has had 
devastating impact on the rural health ser¬ 
vices. Observations have been made earlier 
on the very poor stale of the rural health ser¬ 
vices in the country. The tragedy is that of 
the very limited work that they somehow 
manage to do. a giant share is claimed in the 
form of achievement of the family planning 
targets. 

The growth of the family welfare pro¬ 
grammes in India provides an account of the 
degree to which the political, bureaucratic 
and professional leadership in India had 
gone to ensure that the prescribed family 
planning targets are attained. It is this at¬ 
titude which culminated in the programme 
of intensive family planning drive during the 
emergency. An analysis of the activities of 
the past nine years reveals that, after the 
downfall of the Janata government, the 
family planning programme has once again 
taken the shape of a full-fledged movement 
to use all sorts of means to somewhow catch 
people and sterilise them; only difference is 


that this time they have only stopped short 
of threshold which had precipitated with the 
massive political backlash of the emergency 
days. 

One consequence of according overriding 
priority to the implementation of such a 
Malthusian approach to birth control has 
been a massive erosion of the authorities ol 
the director general of health services at the 
union level and of the directors of health ser¬ 
vices at the states. Generalist administrators 
in the department of family planning have 
taken upon themselves the responsibility of 
taking decisions on highly technical matters 
Not only are they grossly incompetent to 
take such decisions, but tragically for the 
country, they are not even held accountable 
for their decisions, because they get transfer¬ 
red or some ol them manage to get highly 
paid international assignments by the lime 
the people at large realise the gross short 
comings of the decisions taken by generalist 
administrators. 

Appraisal ol health policies and program¬ 
mes in India cannot be made without tak¬ 
ing into account the shattering impact of the 
family planning programme on the health 
service system of the country 

Over the past decades, the various 
national health programmes have become 
almost a routine fixture of the health ser¬ 
vices of the country Initially, the National 
Malaria Eradication Programme (NMEP) 
was expected to eradicate malaria from the 
country, once again for all, by the late 60',. 
That did not happen and there was a massive 
resurgence ol the disea.se which led to what 
IS termed as the Modified Plan of Opera¬ 
tion (MPO) for malaria containment in 
1976. This approach is still being followed 
and a substantial proportion of the plan 
outlay IS still being allotted to this pro¬ 
gramme. As in the case of original NMLP, 
the research base of the MPO needa a great 
deal of strengthening to make the pro¬ 
gramme more effective. The efforts made 
thus far have been grossly inadequate despite 
all the commitments that were made at the 
time of the launching of the MPO. 

The National 1-eprosy Control Pro¬ 
gramme. now called National Leprosy 
Eradication Programme, is following a 
similar trend ever since its conceptualisation 
some three decades back. Once again, 
epidemiological analysis concerning the 
natural history ol the diseases in the coun¬ 
try and the strategies for intervention in the 
natural history are grossly inadequate. In¬ 
stead, of late, considerable enthusiasm has 
been built up in favour of technoccniric ap¬ 
proaches. Multi-drug therapy is the sheet an¬ 
chor and a great deal of hopies are placed 
on the expected impact of the still to be 
developed leprosy vaccine. While tech¬ 
nological treakihroughs should on no as 
couni be ignored, it is equally important that 
the expectations from such tcchnoceniric ap¬ 
proaches an; subjected to be careful scrutiny 
through close monitoring and evaluation ol 
the programme 


The National Programme for the Preven¬ 
tion of Blindness is also encountering pro¬ 
blems because ol problems of implementa¬ 
tion of the rural health services. Here, once 
again, an extensive national programme was 
launched without making adequate efforts 
to carry out suitable operational research 
studies to optimise the system, as was done 
in the case of the formulation of India’s 
National Tuberculosis Programme (NTP). 

Significantly, the failures to deal with the 
already existing felt need for tuberculosis ser¬ 
vices through the National Programme 
underlines the current state of functioning 
ol the rural health services. As a result of 
extensive operationtll research studies, the 
N1 P was so designed that it should sink or 
sail with the general health services. Thus, 
strengthening of the general health services 
IS a pre-requisiie for strengthening the NTP, 

The sirtual breakdown of the public 
health system in the country is associated 
with Irequeni outbreaks of epidemics in dif¬ 
ferent parts of the country epidemics of 
kala-azar, Japanese encephalitis, pyogenic 
meningitis, cholera and gastroenteritis,' 
bacillary dysentery, infective hepatitis, and 
so on. Very little efforts have made to make 
a scientific investigation into these out¬ 
breaks. The responses have been of ad hoi 
character. It should have led to careful inter¬ 
disciplinary operational research .studies to 
draw up strategies and programmes for cop¬ 
ing with such problems. The programmes 
launched to cope with the problems of kala- 
azar and Japanese encephalitis fall in this 
category The response to the problem of 
AIDS follows the same pattern. However, 
because ol the enormous international in¬ 
terest and some degree of fear among the 
upper classes, a disproportionately large 
allocations are being made for the AIDS 
piogrammc 

One of the outstanding exii.iples of the 
malady of the health service system of the 
country is demonstrated in the way the coun¬ 
try has responded to the problem of simple 
goitre. The problem was identified in the 
mid-SOs. Its solution also is well known. 
However, despite all the clamour about the 
goitre problem, it still remains a problem. 
Significantly, there is now a good deal of 
publicity to the effect that simple goitre is 
spreading to new areas and that even a 
substantial number of children in the capital 
city are victims of this disorder. Have the 
scientists charted out the process of genera¬ 
tion of iodine deficiency in the new areas? 
Have they tried to integrate the goitre con¬ 
trol programme with an overall strategy for 
improving the health status of the people liv¬ 
ing in the goitre-prone areas’’ The fact that 
such ideas have not emerged, in spite of the 
importance given to the programme, shows 
the quality of research support given to com¬ 
munity health programmes in India. 

The generalist administrators in the union 
department of family welfare had for¬ 
mulated the universal programme of im¬ 
munisation with considerable support from 
UNICEF. WHO. World Bank and many 
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western countries. This was presented as a 
‘living memorial' to the late prime minister 
Indira Gandhi The programme was 
expected to cover all the vulnerable children 
by 1990. Perhaps by far the most astonishing 
aspect of this massive programme, which in¬ 
volved an additional investment of Rs 350 
crore, apart from extensive mobilisation of 
the very limited capacity ol the infrastruc¬ 
ture of health services, is that it was laun¬ 
ched without even getting some of the most 
elementary data concerning the six com¬ 
municable diseases which were meant to be 
controlled with the help of the programme. 
As mentioned above, a recent ICMR study 
has shown that barely a fourth of PHCs 
have managed to get a coverage of more than 
80 per cent, which is regarded as necessary 
for having an epidemiological impact on the 
diseases. 

Ashish Bose had drawn attention to the 
particularly serious conditions in Bihar. 
Uttar Pradesh, Rajasthan and Madhya 
Pradesh, where the inlani mortality rales 
and birth rates are very high, literacy rales 
are low, literacy among girls is very low, per 
capita income is much lower than the 
average, and per capita investment in health 
is also much lower than national level. They 
account for 40 per cent of the total popula¬ 
tion of the country. Obviously, India will not 
be able to control its population growth 
unless special attention is given to improve 
the slate of affairs in these four populous 
states of the country. Besides them, there are 
also other stales, like Orissa and Assam, 
which also need special attention. 

Apart from the question of states, there 
IS the question of some special areas. In fact, 
the government of India has made special 
provisions for tribal areas, hill areas and 
desert areas. However, much more research 
efforts will be needed to find more effective 
ways of dealing with the health problems in 
these special areas. 

The union department of family welfare 
had undertaken what are called area projects 
to improve the health and family welfare 
programmes in 65 backward districts of the 
country Many of these districts fall within 
the four stales mentioned above. Unlor- 
tunaiely, adequate attention was not paid to 
the question of developing an optimal 
system and implementing the system effec¬ 
tively. The result was that these area projects, 
which involved an investment ol Rs 250 
crore fell very short ol the objectives with 
which they were implemented. 

It IS well recognised that the conventional 
approach to health education which at¬ 
tempts to bring about motivational mani¬ 
pulation of people, so that they conform lo 
certain patterns of behaviour dictated by 
programme administrators, is not only 
counter-productive but downright immoral 
Unfortunately, in India, this approach has 
been used extensively. The presumption was 
that the people are ignorant and they arc 
seeped in cultural traditions which are noi 
desirable. With these obvious values posi¬ 
tions, health educators have sought to bring 


about behavioural changes among the 
people. Understandably, making people 
accept sterilisation has been by far the most 
important area for health edijcation. Predic¬ 
tably, this approach ha» failed miserably. In 
spite of building an enormous organisation 
to imparl health education in India, there 
are very few instances of success stories. 
Health education organisations are becom¬ 
ing a drain on the country's very limited 
resources. An approach, which involves an 
understanding of the people and developing 
people oriented health programmes and 
playing of advocacy role for the people, 
should become the basic foundations of the 
alternative approach to the content, practice 
and research in health education. 

There seems to be a good deal of wishful 
thinking about the nature of the voluntary 
agencies and the extent of their role in health 
service development in India. Who are the 
so-called voluntary health workers? What 
motivates them to undertake so-called volun¬ 
tary work? What are their academic creden¬ 
tials'’ What IS their class background? What 
IS the source of funding? How vulnerable 
are they to various economic and political 
vested interests, both within the country and 
abroad'* Whal is the degree of community 
contributions to the so-called voluntary 
health work'' Why should they ask for 
government help if they are really voluntary 
organisations? Whal innovative ideas have 
they developed in the field of health'' 
Answers lo such questions will raise the still 
more fundamental question about (he 
political economy of soluniarism in India 
Voluntarism itself is tending to become a 
lobby of certain class elements. 

Considering the population they are 
covering in India, they cater to a very liny 
fraction They are scattered and their 
distribution is also skewed towards urban 
and peri-urban areas, it is obviously 
unrealistic and unfair to assume that volun¬ 
tary agencies can play a major role in en¬ 
suring community participation in health 
and family welfare programmes m India. 
Institutions such as the Family Planning 
AsscKiaiion of India and other missionary 
voluntary bodies do not inspire confidence 
about their taking side of the people, par¬ 
ticularly the unserved and the underserved 

This IS another area which has been sub¬ 
jected to considerable lobbying, less than 
reali.slic visions are conjured up concerning 
their contributions to health service develop¬ 
ment in India. Even the very limned atten¬ 
tion that has been paid to these systems has 
now made ii quite apparent that much more 
attention needs to be paid in .strengthening 
the curriculum content of education in the 
three principal systems of medicine, in 
developing competence of the teachers, in 
strengthening the professional colleges and 
in attracting better quality of students. There 
IS also considerable need for field experimen¬ 
tation to determine the efficacy of the 
systems ol medicine in relation to the 
prevailing folk medical practices, on one 
hand and western medical practices, on the 


other. 

One of the most undesirable outcomes of 
the neglect of some of the crucial areas of 
health services in the country is that it has 
left considerable fell needs and demands 
unmet. This has generated a rapidly expan¬ 
ding market for the private sector. At one 
extreme, (his takes the form of proliferation 
of the so-called Registered Medical Practi¬ 
tioners or quacks. At the other extreme is 
the recent trend in the development of a 
corporate sector in the field of high 
technology oriented medical care. Ironically, 
as if the neglect of their duties towards main¬ 
taining and promoting the health of the 
community is not bad enough, some sections 
of the political leadership is actively lobby¬ 
ing for the entry of private sector in high 
technology medicine and they are even 
prepared to advocate government participa¬ 
tion in joint ventures with them. This marks 
a new low in the abdication of the respon¬ 
sibility of the government towards the vast 
masses of the people. It is a cruel joke that 
while literally millions of [leople are allow¬ 
ed to die of the most elementary preventable 
diseases because of the inaction by the 
government, the same government ties up 
with captains of industry to develop joint 
ventures to cater to high technology needs 
of the wafer thin upper most class of the 
population of the country 

In between the two extremes, again, 
responding to the unmet felt needs, there is 
also proliferation of large number of private 
clinics, nursing homes and diagnostic out¬ 
fits These arc serious danger signals for the 
people of the country 

IV 

Suftgestiuna for Strenifthmin^ 
Health Progrrammett 

A large number of suggestions almost 
logically flow from consideration of the 
issues related to the weaknesses in the health 
service of the country discussed above. The 
universal programme of immunisation, the 
goitre control programme, strengthening of 
health services in tribal, hilly and desert 
regions, regional disparities, formulation 
and implementation of programmes related 
to kala-azar. Japanese encephalitis and 
AIDS, health education and indigenous 
systems of medicine, are some of the 
example 

Obviously, dealing with such areas in this 
manner will amount to a fragmentary ap¬ 
proach to the strengthening of the health 
programmes in the country. Such elements 
have to be considered as components of 
systems, sub-systems and sub sub-systems. 
Therefore, particularly in the context of the 
interim nature of the present report, it will 
be much more important to consider the 
strengthening of the system as a whole. That 
will require a systems approach. The key 
variables in the system which form the 
critical points in its functioning, have to be 
identified. In the context of the discussion 
in Part-ll, four such critical areas are iden- 
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tified: (1) Strengthening of the top leader- 
ship of health administration at the union 
and state levels. (2) Development of more 
optimal systems for programme implemen¬ 
tation. (3) Drastically restructuring the 
family welfare programme. (4) Curbing the 
interference of generalist administrators in 
technical aspects of health service develop¬ 
ment In the country. 

One major requiremegt for a systems ap¬ 
proach to the strengthening of health ser¬ 
vices is that the interventions are done in a 
package form. It is almost an ‘all or none' 
situation. The element of this package is ver> 
briefly described below. 

A key requirement will be the strengthen¬ 
ing of the public health competence of 
health administrators of the country. Ob¬ 
viously, it should start from the top level 
leaderships at the union and state levels. 
Then it will percolate the ‘staff and ‘line’ 
constituents in the health organisations. Op¬ 
timisation of health programmes will require 
interdisciplinary, operational research studies 
involving formulation of a number of alter¬ 
natives, forecasting their suitability, with or 
without the use of epidemetric models, iden¬ 
tifying the optimal solution and testing them 
under real, live conditions 

It is equally impiortant that these changes 
are associated with basic changes in the 
cadre structure of health administrators all 
over the country Health administrators 
should get remuneration consistent with 
their competence and capabilities, as com¬ 
pared to other ;:adrc systems. They should 
also have promotional avenues appropriate 
to their qualifications and social relevance. 

Correspondingly, the role of the generalist 
administrators should'be strictly confined 
only to the areas where they act as a link bet¬ 
ween the health administration as a whole 
and the political system. 

The family welfare programme has been 
singled out specifically because it not only 
absorbs such massive resources, but also 
because it has caused so much of ‘distur¬ 
bances’ within the entire labric of the health 
service system of the country. The fact that, 
despite all this, it has failed to attain the ob¬ 
jectives set lor it, is yet another weighty argu¬ 
ment in favour of its basic restructuring 
While this in itself is an enormous problem, 
broadly it can be argued that there is a strong 
case for a drastic cut in the outlay of family 
planning in the Eighth Plan. This cut can 
be as much as 50 per cent of the allocation 
for the Seventh Plan. These cuts need not 
be made on a pro-rata ba..is Even a quick 
review of the preigramme can show that there 
are areas which can be drastically pruned. 
Incentives, research, training, mass publici¬ 
ty are some examples which deserves severe 
cuts. One can also experiment with doing 
away with the target system. 

Fortunately. India has a rich heritage of 
health service development: a tradition of 
a sound approach to public health practice, 
an all-India cadre of health services and an 
organisation which was involved in opera¬ 
tional research studies concerning an impor- 


Mt health problem. The principal task now 
is to retrieve those traditions and to build 
on them to come to grips with the challenge 
of strengthening the health services of the 
country. More specincally, it would be in the 
form of rejuvenation of institutions, such as 
the All India Institute of Hygiene and Public 
Health, National Institute of Health Ad¬ 
ministration and Education, National 
Institute of Communicable Diseases and 
National lUberculosis Institute. 

The pivotal question then will be: how to 
bring about the rejuvenation of these health 
institutions? How to build up a suitable 
cadre? How to roll back the influence of 
generalist administrators on technidhi mat¬ 
ters in health and family welfare? The ob¬ 
vious answer is that this action has to be 
taken at the political level. It is the political 
leadership, representing the cause of the suf¬ 
fering masses of the country, who have to 
get together a critical mass of very compe¬ 
tent scholars and administrators who can re¬ 
juvenate the health institutions of the coun¬ 
try and in this process strengthen the top 
leaderships. That will lead to a trickling 
down effect. 

Similarly, with the experience the coun¬ 
try already having the National Hiberculosis- 
Institute providing the platform for develop¬ 
ing optimal National Tuberculosis Pro¬ 
gramme for the country, it is possible to 
visualise similar action in many other 
programmes, including the universal 
programme of immunisation. Once the 
research and administration components of 
the health services are thus strengthened, it 
would be essential to drastically curb the in¬ 
fluence of the generalist administrators on 
the health service of the country. 


NoU-s 

flhis article is based on the interim report on 
the proicci. ‘A ( iiiical Appraisal of Health 
Policies and Prograinnies in the 80s'.| 

I Ills IC'SSK l( MK loinl Panel on Heallli had 
loriiied sub giiui(is u> iindenake research 
piojs's'is 111 si'sei lour areas in the field of 
heallh I hesc were (I) A crilical appraisal 
ol heallh |x>lisn-s and programmes in the 80s 

(2) Inierii.iiiuiial eiiviionnieiit, multmaiional 
soiporaiioiis .Mid diug policy (3) Communi¬ 
ty pailicipalioii III heallh (4) Privatisation 
and heallh piolcssionals these projects were 
called ‘Health I or All' projects and ihe joint 
panel had loiiiicd an advisory conimitteclo 
help III ihcii lormiilation and impleinenta- 
lion Due III various reasons it was not possi 
bit- 10 (oriii lbs- sub gioup ol privalisatioii 
and heallh piolcssionals It was, therefore, 
decided ihai while ihe sub-group on eom- 
iminiiy pamcipaiion would also undertake 
Ihe responsibiliiy of covering this field, the 
other two sub-groups would also feel free to 
include ih-ise areas on privatisation and 
health prolessionals which are found relevant 
to the areas of siudy assigned to the two sub¬ 
groups While ihe funding was made in mid- 
febriiary, the interim reports on the work of 
I he-three suh-groups were to be presented lo 
the advisory committee in March 1989 and 
they were to be forwarded 'o the Planning 


Commission by the fCSSR well ifi time for 
their considerai ion in the formulation of Ihe 
heallh sector of the Eighth Five-Year Plan. 
The lime frame given for Ihe revised reports 
of the sub-groups was July 1989. It was, 
however, realised by-the advisory committee 
that while the funding of the projects was 
limited within Ihe lime frame given above. 
It was possible to conceive of them as iniMal 
components of wider analysis of the demar- 
saieJ aieas and more detailed chalking pul 
ot action plans lor the lulure. 

Only Ihe major caiegories ot Ihe documents 
are mentioned below. 

(1) Publications from Ihe union ministry 
ol heallh and family welfare and its direc¬ 
torate general of health services form the 
sheet anchor of the data bases for this study. 
I hey include the latest available editions of 
■ he annual report of Ihe ministry of health 
and family welfare. Yearbook of hamily Plan¬ 
ning. agenda papers of the central councils 
ol heallh and family welfare, Heallh Infor¬ 
mation ol India, Rural Heallh .Services m 
India, and so lorih 

(2) li has been possible lo obtain Ihe latest 
icporis from a iiumbci ol key slates Of par- 
iivulai significance was the draft for Ihe 
health sector for the Eighth Plan from the 
Slate ol llliai Pradesh and a detailed report 
on the various health institutions of 
Rajasthan Iniporlani documents were also 
obtained from Kerala, Karnataka, Nagaland 
and Andhra Pradesh 

(3) The report on the very extensive co¬ 
operative siiidv on maicrrial and child heallh 
organised by Ihe Familv Planning Founda- 
iioii of India, the rcporl of the Lentin Com¬ 
mission on j J Hospital, Ihe ICMK study of 
198 PHC's, primary heallh centre studies car¬ 
ried oui by the Operations Research Group, 
the disirici level child mortality estimates 
published hy ihc registrar general, the report 
of the programme evaluation organisation of 
the planning commission on family welfare 
and Ihe baseline studies carried out in con¬ 
nection with Ihe area projects are included 
in this category 

(4) Another important source of data for 
this report is the long-term (19/2-88) study 
ol 19 villages in India, including study of II 
primary health centres Besides, a number of 
research scholars of Ihe Centre of Social 
Medicine and ( ommumly Heallh have also 
obtained valuable data on various aspects of 
health services in the country 

(5) The piojcci investigator had brought 
together a number of his ideas in his book 
entitled. Health and l-'amily Planning Ser- 
iices m India An Epidemiological, Socio¬ 
cultural and Polilical Ana/v.srs and Pcrspec- 
/ivelLok Paksh. 1985) Naturally, these ideas 
have been Ireely used in the preparation of 
the interim report 

(6) The pmjeci investigator got an oppor¬ 
tunity to serve as a member in iwo of the 
Working Groups consul uled by the Health 
Division ol Planning Commission for the 
formulation of the Eighth Plan. One of these 
IS related lo the delivery of health care ser¬ 
vices m rural and urban areas and the other 
IS on heallh rmanemg and management. F^ir- 
ticipaiioii in these Iwo working groups enabl¬ 
ed the project investigator not only to ob¬ 
tain information on some vital areas but also 
lo get a lirsthand view of the thinking 
prevailing in the union ministry of heallh and 
family welfare and in Ihe planning 
commission 

(7) The project mvcsiigalor also had 
discussions with some key functionaries at 
the union and stale ministries of heallh and 
family welfare on certain specific areas that 
are of relevance lo Ihe project. 
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DISCUSSION 


Kerala Economy at Crossroads 

Alice Albin 


K K 3UBRAHMANIAN (September 15. 
1990) in his paper ‘Development Paradox in 
Kerala. Analysis of Industrial Stagnation' 
(hereinafter KKS) states that Kerala is in¬ 
dustrially backward and that the growth rate 
of the manufacturing sector is relatively 
slow- Though the structure of the economy 
has undergone some changes marked by 
decline in the share of the primary sector 
and an increase in share of the tertiary 
sector, it has not stimulated growth in the 
secondary sector. 

As KKS has rightly pointed out (and to 
which we also agree), differences in resource 
endowments cannot be a major explanatory 
factor in explaining why certain regions grow 
differently. We would also agree that given 
mobility of capital and entrepreneurship and 
active state involvement and encouragement 
of industrialisation in India lack of entre¬ 
preneurship, even if true, should not have 
stood in the way of rapid indusirial growth 
of a region. Similarly lack of skilled labour 
could hardly have been a factor; it is from 
Kerala that there have been movements of 
skilled labour to other regions where shor¬ 
tage has emerged due to large public invest¬ 
ment (Bhilai, Rouikcla, Bhopal) not to 
speak of their movement from Kerala across 
the country generally, and internationally. 
He considers labour militancy and wage 
rates as important factors, but attempts to 
show that these have not been adverse in the 
case of Kerala. 

In studying labour miliianc 7 and wage 
rates he makes the point that if labour 
militancy in a region is high i hen wage rates 
would also tend to be high. Thus he reduces 
both distinct factors to one—high wage 
rales. And this question is taken up only with 
regard to the 'organised' sector. We would 
contend that it is not necessary to reduce the 
two factors to one. Wage rales are not en¬ 
tirely dependent on the level of labour 
militancy. It is possible for a region to have 
low levels of labour militancy but higher 
wage rates More importantly highly radical 
and revolutionary labour movements can 
repel capital investment without raising wage 
rates Of course by proving that wages arc 
high we would also be proving a la KKS that 
level of labour militancy is also high. 

Wages in the faclory/organised sector may 
not vary much across various regions, and 
activity for activity differences in obtained 
wage rates (W/L) in this sector may merely 
reflect differences in industry composition 
and differences in skill composition It is the 
wage rates m the small and unorganised 
sector which Mhen it shows much variation 
across regions that can be meaningfully in¬ 
terpreted as differences m wage rates at the 
level of activitie.s. We would say that it is in 


the smaller organisatton categories that wage 
rates are particularly high in Kerala. The 
smaller organisation category has been total¬ 
ly omitted in KKS. 

KKS admits that obtained wages rates, i c, 
ratio of total wages to employment (W/L) 
are not wage rates.' W/L has to be seen in 
relation to labour productivity. For this he 
studies ‘efficiency wages' in Kerala relative 
to neighbouring regions and all India. KKS 
has taken efficiency wages as index of money 
wages by the index of labour productivity. 
The way KKS has defined it, it merely 
amounts to an index of the share of wages 
in value added. This can depend on a number 
of factors. He concludes that efficiency 
wages in Kerala have tended to fall relative¬ 
ly, and therefore Kerala has become a com¬ 
petitive location for industrial activities. 
Hence he rejects the possibility that a 
regional factor like high wage rates and 
labour militancy could have actually operated 
against industrial diversification and growth. 
The fact of fall in share of wages in value 
added could inter aha reflect a gradual shift 
in the industrial structure of the region from 
more labour intensive to more capital inten¬ 
sive industries or to increasing capital inten¬ 
sity or to both,- Therefore this does not in 
any way mean that wages in Kerala are not 
high relative to other regions. 

KKS argues that the slow industrial 
growth of Kerala can in part be explained 
by the lopsided industrial structure of the 
region. He finds the industrial ba.se in Kerala 
to consist ol a set of resource-based in¬ 
dustries, while demand-based industries and 
capital goods industries have a relatively 
smaller share. And there has been no signifi¬ 
cant change overtime The industrial struc¬ 
ture in his view therefore remained too lop¬ 
sided to ensure intersectoral linkages and 
agglomeration economies hence retarding 
growth. It IS quite true that in the context 
ot regional industrial economy a diversified 
industrial structure goes along with high 
levels of industrialisation 

It IS possible to break up the divergence 
ot the growth rate between a region and a 
nation into a part that emerges out of the 
differences in the industrial structure of the 
region vis-a-vis that of the nation and the 
other which emerges out of differing growth 
rale given the same industrial structure. 

In our earlier paper' we had clearly 
shown through a decomposition exercise that 
the structural factors should have actually 
resulted in faster growth in Kerala. It is the 
vety strong adverse regional factors that 
more than overcame the positive (in terms 
ol employment) structural factor to result 
in slower growth of Kerala as compared to 
the nation ' I el uerccapitulate that 'struc¬ 


ture' was seen not only in terms of the in¬ 
dustrial composition (at a 2-digii level) but 
also in terms of the organisational categories 
(household, non-household, non-census fac¬ 
tories. large factories (census sector)), and 
the product of the two dimensions.^ 

KKS also carries out a disaggregated 
analysis of the relevant industry at a three- 
digit level of classification for 1985-86, to 
study the wage productivity relationship: He 
finds that in a majority of the industries (58 
per cent) high wage rates were accompanied 
by high labour productivity. Only 9 per cent 
of the industry groups showed high wage 
rates and lower labour ^productivity in rela¬ 
tion to India. Therefore, he reasserted that 
any explanation of industrial backwardness 
based on labour militancy and high wage 
rates in Kerala would be analytically un- 
.sound and unhelpful for policy purposes. 

To make the analysis more systematic, here 
we rank the industries in each organisation/ 
scalar category in all India and southern 
states by wage rates and by partial produc¬ 
tivity of labour, i e, a ratio of value added 
to employment. The organisation categories 
are; (I) Census Sector of the Annual Survey 
of industries (ASl) (ASIC)—which includes 
all units which are registered under the Fac¬ 
tories Act and employ more than 50 workers 
with piower and 100 workers without power. 
(2) .Sample Sector of the ASl (ASIS) which 
includes those which are covered under the 
Factories Act and employ 10-50 workers with 
power and 20-100 workers without power. 
(.5) Directory Manufacturing Establishments 
(DME)—this includes all units which are not 
registered under the Factories Act and 
employ 6-20 workers and/or has a turnover 
of rupees one lakh or more, i e. 1978-79. 
(4) Non-Directory Manufacturing Establish¬ 
ments and Own Account Enterprises 
(NDME+ OAL)—this category includes all 
units which employ less than six workers 
and/or has a turnover of less than rupees 
one lakh Thus the state (or India) with the 
highest wage rate in an industry group say 
20-21 within an organisation category say 
NDME-t-OAE would be given a rank of five. 
Similarly the state (or India) with the lowest 
wage rate was given rank one. In this way 
ranks were given to all slates covering every 
industry group for each organisation cate¬ 
gory separately. The same cxerctse is carried 
out for partial productivity of labour. The 
average value of rank of a st^te over industry 
group for each organisation category is 
reported in Table I In working with ranks 
we have made it possible to simultaneously 
compare across regions and partly adju.st for 
the varying industrial composition. It is evi¬ 
dent that Kerala had the highest rank for all 
organisation categories among the southern 
states Even in comparison to all India its 
ranks were higher in all organisation 
categories except DME. It means that Kerala 
had high wages in many more industries 
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(han in an) ol the other regions in all 
organisation categories (cveept DMh in 
India). It is possible to make two counter 
arguments to the analysis above. To bring 
in KKS’ point i hat wage rates have to be seen 
in relation to labour productivity, sve have 
also computed the average ranks in labour 
productivity (value added/employment) of 
Kerala, India and the other southern states 
across organisation categories. We observe 
from Table I that in Kerala the divergence 
of the ranks of wage rates and labour pro¬ 
ductivity IS always negaiiCb and highest 
throughout, suggesting that while part of the 
high wage rate in Kerala may be justified on 
account of high partial labour productivity 
much of it may not. KKS’ argument that the 
wage rales when seen relative to productivity 
are not unduly high may not hold across the 
organisation categories. However, we can do 
little else from this table. 

Partial labour productivity is purely a 
ratio of value added to number of emplo¬ 
yees. It IS not to be confused with marginal 
productivity of labour which is a meaningful 
concept within the paradigm of neo-classical 
economics Value added to employees ratio 
depends an a host ol other factors such as 
capital intensity, the technology, profiiabili- 
ly, monopoly power, etc- Htnce the above 
analysis is extremely preliminary and only 
indicative A more detailed analysis of the 
specilic factors ol wage rates and labour 
disputes IS called for. 

Through a multivariate model ol wage 
determination we have in fact, established 
without doubt that activity for activity wage 
rates in Kerala are among the highest among 
>outhern states and higher than for all 
India ' Wc have also studied in detail the 
levels of labour militanc'y m Kerala in 
comparison to other secondary regions— 
Karnataka. Andhra Pradesh and Gujarat— 
and to metropolitan centres. West Bengal and 
Maharashtra The analysis shows that the 
impact of disputes is much higher in Kerala 
as compared to other secondary regions and 
IS comparable to that in metropolitan cen¬ 
tresThampy’s |I99()| study on labour 
disputes in Kerala also clearly show that 
levels of labour militancy in Kerala is very 
high as compared to other regions 

Kannan in his article ‘Kerala Fconoiny at 
the Crossroads’, .September I S, 1990 sees 
Kerala as a low income agrarian economy 
with high physical quality of life (PQl.) 
measured in terms ol indicators such as life 
expectancy birth rate, death rate, infant mor¬ 
tality, literacy rate, sex ratio, etc Kannan 
examines the relationship of PQL with per 
capita incomes. He argues that even though 
Kerala has low incomes it enjoys PQl com¬ 
parable to developed countries. Kannan 
speaks of a “paradox of social development 
and economic backwardness”. Other 
scholars have also talked about such a 
paradox.' We would argue below that there 
is no such paradox when the facts arc ex¬ 
amined closely. Kannan has taken per capita 
SDP as indicative of per capita income, 
however, this does not reflect the true in¬ 


comes in a region like Kerala with large in- 
tlows of remittances. He makes this point 
later in his own article thus contradicting his 
earlier statement. Not surprisingly he also 
finds the per capita annual consumption ex¬ 
penditure in Kerala as per NSS data exceeds 
its per capita incomes as per SOP. This ex¬ 
cess of expenditure over income we suspect 
IS compensated by inflow from outside 
(remittances) Kerala's income has to be ad¬ 
justed for these inflows. However, Kannan 
does not make an attempt to see by how 
much the income in Kerala would increase 
if remittance are taken into account. We have 
argued elsewhere that adjusted per capita in¬ 
come in Kerala is much higher than most 
states in India except perhaps Punjab and 
Haryana." It is therefore not surprising that 
PQl in Kerala is better than in other states 
since PQL is related to per capita incomes 
as discussed earlier. 

Equally important as the level of income 
IS the distribution of income. We would 
argue that in Kerala the income would be 
betiei distributed than in other states. 

(1) Kerala is one among the few states 
where land reforms have been carried out 
quite successfully.'’ Again the* provision 
made by the government for sites for house 
construction for all without exception has 
made the asset base in Kerala less skewed 


than elsewhere."’ 

(2) A major source of poverty in a region 
is the rising productivity in industry par¬ 
ticularly the organised sector and the slow 
growth of agriculture and decline of the cot¬ 
tage industry as industrialisation proceeds. 
In Kerala productivity in agricultural .sector 
has been very high: and the decline in the 
household sector is essentially a pre-inde¬ 
pendence phenomenon though continuing 
into the post-independence period. 

(3) .Share of wages in value added in the 
major sectors and particularly the manufac¬ 
turing sector in Kerala is one indicator of 
evenness of income distribution. High share 
indicating a more even distribution, ceteris 
paribus. The share of wages in the four 
organisation categories—A5IC, ASIS, 
DME, NOME +OAE in the manufacturing 
sector for the year 1978-79 are given in 
Table 2. The'share of wages in the ASIC and 
ASIS, but particularly in the latter could de¬ 
pend very much on the industry composi¬ 
tion, and structural characteristics like 
capital intensity, etc, hence the share of 
wages may not be particularly meaningful. 
But we observe that in the lower categoriea- 
which are less sensitive to industry composi¬ 
tion, the share of wages is highest in Kerala. 
It is about the average in the ASIS and ASIC 
categories. 


TxBLt I; AviRAt.t Ranks or Obiaineo Wal.f Rates and (Partiaii Labour Prodweivity 
A< ROSS Ceriain Oroanisai ion Catecatries over India and Otmir Souihfrn States* 


Organisation 

Category 


Andhra 

Pradesh 

India 

Karnala ka 

Kerala 

Tamil 

Nadu 

NOME i OAL 

W/L 

1.500 

3.747 

2.833 

4.222 

2.789 


L/V 

2.158 

3 632 

3.211 

3 684 

2.316 


L/V-W/L 

0.658 

0158 

0 378 

-0.538 

-0.473 

DME 

W/L 

2 316 

3.842 

2.474 

3.647 

2.579 


L/V 

2 211 

4 OIK) 

2 632 

2.941 

3.000 


L/V-W/L 

0 105 

0 1.58 

0.158 

0 706 

0.421 

ASIS 

W/L 

1 737 

3.158 

2.833 

4.588 

2.579 


L/V 

1 684 

3 421 

3.556 

3 294 

2.737 


L/V-W/L 

0 053 

0.263 

0.723 

1 294 

0.158 

ASIC 

W/L 

1 944 

3 211 

3.000 

3.938 

2.474 


L/V 

1.833 

3.105 

3.056 

3.750 

2.842 


L/V-W/L. 

-0.110 

0.106 

0.056 

-0.188 

0.368 


W/L Average rank of wage rales 

L/V Average rank of ratio of value added to employees. 

L/V-W/l Divergence ot rank of L/V to rank of W/L. 

* For the year 1978-79, ihe only year foi which data was available for all organisation categories. 


Tabi e 2- Share oi WatiIs in Vahii Added in Manuiai turinoSL( tor in Ki rai a (Per Cint) 

1978-79 



Andhra 

Pradesh 

India 

Karnataka 

Kerala 

Tamil Nadu 

Census 

48.87 

51.13 

47.64 

45.10 

46.21 

Sample 

64.09 

42,90 

38.02 

49.68 

41.88 

DME 

53.57 

50.51 

49 63 

57 33 

50.69 

NOME+OAL 

10.90 

12 21 

12.71 

21 34 

13 09 


Source: Figures for ASIC was taken from ASI Summary Results for the census sector Vbl I, 
1979-80. 

Figures for ASIS was obtained by subtracting ASIC from ASIF for 1979-80 DME taken 
from Directory Manufacturing Esiaplishmenl. Summary Results for Central Sample, 
1978-79. NDME-eOAE taken from/report on the survey on NOME and Own Account 
Enterprise, NSS 33rd round 1978-79. 
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( 4 ) Remiitance to Kenia pankulariy from 
the Middle East accrue to the labouring 
chuses." Furthermore out of the total 
migrant workers in the Middle East from 
Kerala about 50 per cent are unskilled 
workers with an educational qualjrication 
below secondary school who would be from 
otherwise very poor households. Hence the 
adjustment to SDP which is to be made 
would be largely an accrual to the labour¬ 
ing class and therefore the distribution of 
income is greatly pulled towards evenness by 
this factor. 

(5) The left movement has undoubtedly 
found deep roots in Kerala and it has 
developed more than in other states. The 
benefits of such movement accrue to the 
labouring class. 

(6) The spatial pattern of settlement in 
Keiala is quite different from that in the rest 
of the country. There is hardly the sharp 
urban rural divide that characterises the rest 
of India'^ allowing the development of 
great inequalities. As is well known land 
prices in the centre of urban areas in Kerala 
never rise as high as elsewhere in comparable 
cities in India, and in rural areas it is never 
so low as in other parts of the country. The 
intimate spatial mixing of the rich and the 
poor that is there in Kerala provides better 
scope for the trickle down effect to work 
than in other parts of the country. 

In short, we are arguing that given the 
high per capita income in Kerala, and more 
importantly the better distribution of in¬ 
come, a much larger proportion of the 
population in Kerala is likely to have an 
income just below the (high) average per 
capiu. So that the high PQL is hardly sur¬ 
prising. And to allude that income in the 
sense of disposable income at the family 
level of the majority of people in Kerala have 
little to do with well being is dangerously 
misleading. 

Nolea 

1 Thampy’s paper (1990) on the wage cost in 
the small-scale sector is misleading. Firstly, 
obtained wage 'rates’ are not wage rales in 
the micro sense. Secondly, there is not much 
meaning in working with wage as portion 
of total costs, to answer the question if com¬ 
paratively Kerala’s industries have to pay 
workers more. The proportion of wage costs 
would in the first instance depend upon in¬ 
dustry composition which can be vastly dif¬ 
ferent between regions. Further the data of 
the ASI Sample Sector can hardly be con¬ 
sidered as representative of the ‘small scale 
sector’. 

2 Recall that the employment growth rale in 
manufacturing is much worse than the value 
added growth rate iq Kerala. 

5 For a more detailed treatment the reader 
may refer to Alice Albin |I990]. 

4 It is quite possible that if Kerala’s growth 
were to be compared to the metropolitan 
centres, the structural factor would be 
adverse. But this is not the poiru at all. 
Rdative to India it'is very much positive. 

5 Fbr details see Alice Albin [1991]. 


6 For details see Alice Albin 11988). 

7 Cf Panikar P G K and Soman C R (1985). 

8 Fbr more details see Alice Albin [1991]. 

9 Cf P S Appu 119^5). 

10 This followed the ‘Kundiadapu’ movement 
during which agricultumi 'labourers and 
other workers and servants of landowners 
forcibly occupied small plots/house sites, 
which were legitimised. Cf K C Alexander 
(19731. 

11 That nearly 85 per cent of the workers in 
the Gulf are semi-skilled and unskilled is 
well known. Even the remaining are in 
typical middle class occupations—teachers, 
stoie keepers, petty government employees. 
Few arc professionals, and only a minuscule 
arc in big business in ihe Gulf (Cf A Mody 
and 1 S Gulati 1983). There would certain¬ 
ly be some leakage in the form of repay¬ 
ments on loans taken by workers to finance 
their migration abroad from non-working 
class lenders. 

12 Cf T T Sreekumar (1990). 
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Now even she can share 
in the prosperity of the share market. 
Thanks to Unit Trust. 


Mi)st small s.ivcrs Jrcam iif strikiti^ it rich 
on the share markcl Wh.il hokls them haik is 
the small size ol their savin^,'s The risks involveii 
And a kick ot confidence in then own financial 
skills. So they keep .iway from the share market. 

Unit 1 rust has ^iven them confidence. 
India’s first iiuitual fund, Unit I rust pools 
together the resources of small investors. It uses 
the skills irf its financial experts to invest these 
funds on the .share market. The result is hif^h 
returns for the small saver. Year after year. The 
Tnist, which has not missed a single dividend in 
all Its 27 years, has just announced a record 
dividend of 19 . S%. 


It’s no wonder Unit I riist’s popularity has 
been rising spett.ic ukirly This year, the numher 
of Unit holders crossed one crore IS lakh 
investors were added in the kist year alone. Most 
of rhe.se are small savers. The> come from every 
part of the country. They come from every walk 
of life. They h.ive different needs, different dreams. 

But they share the same abiding confidence 
in Unit Tru.st. Living up to this confidence is 
what keeps us going. And growing. 

UNIT TRUST OF INDIA 

At the service of One Crore Unit holders. 
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Political Change in Rural Bengal 

lb appreciate the social and political significance of the changes 
that have taken place in the West Bengal countryside in the last 
decade, they have to be located in a larger historical context. 

A study of political change in a cluster of seven villages in 
Bardhaman district illustrating several major themes relevant to an 
understanding of the possibilities and limits of the experiments 
now being attempted in West Bengal villages. 647 

Irrigation, Drought and Employment 

Ground water resources in India are showing increasing indications 
of overdevelopment, though the overall magnitude of the problem. 

Its potential social implications and existing management options 

are unclear. An examination of selected ground water issuc.s 

and discussion of potential policy implications. A-7 

Has there been an improvement in the impact of irrigation on 
intensity o( cropping? A-15 

Coping with drought through a ‘compensatory development plan’ 
will help to avoid wasteful expenditure under prc.ssure ol a crisis 
and also provide a perspective for seeing drought in relation 
to development A-27 

Maharashtra's limploymeni Guarantee Scheme (fctiS) has been one 
of the most acclaimed schemes of poverty alleviation. A study of 
the impact of EGS in augmenting the wage income of rural 
households, its pcriormance in targeting the poor and its 
relationship wiih farm cinployinent. A-19 
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A rconenialior. >1 agnciiltiiral | A vlutly ol t'oodgr.4iiis milling 

price policy is called loi in view nt I and edible oilseeds, sugarcane and 

tbt major changes which are likelv milk processing with a view to 

to oscii! til the strategy and I lormulatmg criteria lor the 

pnoriliC' toi aericulliire m dcvelopmenl ol food 

the coming decade piocessing industries. A-37 


Heavy Price 

There is growing awareness within 
the governineni ol the political 
price that will h.ive to he paid loi 
the hardship mllicted by the 
structural adiiiMineni piogramme 
on all but a thin upper ciiisi 
of the population. 623 

Fertiliser Sulisidy 

I he fertiliser subsidy remains 
massive despilc a 30 per cent hike 
in fertiliser prices An examination 
of the equitv and efficiency 
aspects of the subsidy A-43 

Ag^rarian llnresl 

The roots of the rising trend of 
agrarian unrest and the resultant 
violence in Bihar must be located 
in the dismal record of land 
reforms in the state. 628 

Growth and Poverty 

Docs the 'trickle down’ effect of 

growth on poverty operate 

in the urban areas of India? 659 


(Jian^e of Focus 

the sliaiegy lor hill area 
dcvelopmenl should shifi its 
emphasis from the narrow issue of 
shifling versus settled cultivation 
li> the larger one of diversification 
of economic activities in the 
hill regions. A-2 

Punjab in the Commons 

The economic and political weight 
of the Indian immigrant 
community in Britain is reflected 
in Ihc attention paid to the Punjab 
problem by the British 
parliament 631 

Above All 

The telecast of World Cup cricket 
matches by Doordarshan 
convincingly demonstrated the 
basic element in India’s 
current guiding philosophy: 
the lure of lucre must 
transcend all other 
considerations. 621 


LETTERS H) EDITOR 


Plea for Fairness 

ALTMOUCiH It IS often held nowadays 
that the readet has Ireedorn to read a test 
III terms ol his/hei location and ex¬ 
perience and that the author cannot claim 
control over its itieamng, 1 would argue 
that this leaves the icadei with the respon¬ 
sibility ol reading a test as a whole, and 
with lairness ll also escludes comnieiiis 
on the authors possible moiisaiions It 
IS this which has provoked me to respond 
biiel'ls toO I’ Bakshi’s leview ol my book 
Power and Poll Inal Theory {LP\\, 
lebruary 15, 1W2). 

Virtually all ol Bakshi’s comments 
seem toemeige Irotii a reachng/misreading 
ol the Introduction and ( oiiclusion ol the 
book. He atiiibutes to me the view that 
ilic theoiies discussed in the bciok wcic 
selected lot ilien populaiiiy He then pio- 
cceds to Cl incise such a [luisuil ol 
l.isliionabic liends He seems lc> miei this 
lioiti a sentence that says theoiies were 
sciccled which have been w idelv used in 
■.oiileriipoiui V limes and give importance 
lodillereiii aspects ol powci (p 15) I bus, 
ibe selection ol iheoiies which have been 
iiilluetiiial IS convetieci into a piiisuii ol 
what IS lashionable I urtbei commciils 
legaidiiig why ceiiain modes ol theotisiiig 
become piommeni at ceiiain times and 
ilie need lo analyse ilieii philosophical 
assuiiiplioMs have been igmrred, jicihaps 
because thev do not In m with his 
cl n ic ism 

Similailv, the view that-although this 
pailicul.il siudy locuscs mainly on the 
loiins ol evalu.itioTi im[vlicii in any ciitical 
• iii.ilysis, the widci issue oI truth cannot 
be Ignored (Prelace, |i )I7), has been used 
as ilic basis loi a diatribe on supposedly 
value lice theories At the same time, he 
i.ikes cibiection to iny view that theories 
mighi haiboui political bi.is and im|)hca 
lions which need lo be crilically evaluated 

I Inicl all this somc'whal pu//hng 

Aciiliipieol empineist notions ol truth 

.ind Science h.'is been used tci iiilei that I 
leieci ihe notion ol an objective reality 
and believe that Irutb only c o/rvrvrv in con¬ 
sensus among scientists This is surely a 
misreading ol the Habeimasian position 
that discourse among scientists can be a 
methodological [nocediire lo aiiive at 

II util at any lime but does not constitute 
truth I may also add heie that such a view 
IS compatible with a veisicm ol philo¬ 
sophical lealism Criticism ol empiricist 
notions does not necessarily lead, it hardly 
needs ic> be stated, to idealism. 

As lor Ihe lole ol theory in .social lile, 

I would agree with the reviewer that it 
should try to contribute lo progressive 
change, though I would hesitate lo club 
Aristotle with Mars as being among those 
who have attempted to do so. Aristotle 

(<I0 


may have addressed the problems ol his 
limes but it is debatable whether his pro¬ 
posed solutions were always progressive 
However, on this as on many otbei issues, 
Iheie IS ol course room for I riiiilul debate 
May I suggest that ’dispassiomitc discus 
Sion among socitil scientists to trv and 
understand each other and social reality’, 
.1 notion on which Bakshi pours scorn, 
III.IV still prove to be a mote cotisiruciivc 
pioccdurc ill ,111 polemic’ 


New Delhi 


Sakmi .lost I 11 


Religion and Politio.s 

IN his seminal article (December 2K, 
Pihl), (ivanciidra Pandey has drawn our 
.iiiciiiion lo the signdicani lad that the 
nolioii ol a Hindu Rashira entered into 
the discouisc of Indian nationalism lor 
the Inst lime m Ihe 1920s Ihe present 
clay dommaiil loim of this Hindu na 
iioii.ilism Is the integration ol the mythical 
hcio. Rain, in the concept ol Indian 
nation I hough the bnihplace ol Ram h.is 
been iiivcincd bv VHP at Ayodhy.i in DP. 
all the states in India belong to his 
hegemonic lulc in the discourse ol 
Hinduism, lo pul it in the woids ol ihe 
fT/gn/nver (lanuaty 26, 1992), "Ram is a 
svmbol ol ii.iiional piide and honom" 

I he tact that coercion agaiiisi the Muslim 
commumiy is jilaving an importaiil iv>le 
III ihc c'spansion ol the kingdom ol Ram 
IS vciy much evident in the way the VHP 
voluiiiccis are living to a[)pioprialc Ihe 
sitcvil the Biibri mostjue In lanuaiy 1990, 
a middle-aged person belongiiig to the 
lowei order Muslim community in the city 
ol 1 Licknow complained to me in his 
molhet longue' “ The Hindus these days 
claim Huru linamhuru as Kain !da" But 
the myth ol Ram does not fit in the urban 
psyche ol C'alculta. So the BJP/ RSS has 
mveiiled a dilleieril tradition lor political 
mobilisation in this city lust a lew days 
h.ick I had the opportunity lo listen to a 
B,IP speaker in a meeting held at an im¬ 
portant live-point crossing in north 
Calcutta Ihc speaker emphasised that 
pioduciion ol ‘swadeshi’ goods should be 
the ideal ol India’s development strategy. 
He spoke enthusiastically in lavour ol 
lapan and did not fail lo remind his au 
diciicc ol the immense value of bourgeois 
work ethics and trade unionism in Ihe suc¬ 
cess ol Japan A leallet was distributed 
111 the aforesaid meeting on behalf of the 
Svv,ideshi Jagaran Mancha This new 
lor urn created for the promotion of 
vwadeshi goods is, a.s the leaflet says, a 
brainchild ol the RSS. It should be kept 
m mind that the idea of boycotting”bideshi’ 
(foreign) goods and introducing swadeshi 
goods in India took a powerful symbolic 
meaning in the Bengali psyche during the 


Swadeshi Movement in Bengal in the first 
decade of the present century. Now, after 
so niiiny years, the Hindu naiionali.st.s arc 
iiying to appropriate the idea in their 
propaganda for an indigenous path of 
c.ipitahsi iransformaiioii 

AKIiI> KUNtAt Sln 

( .ilcuiia 


ln<iig(‘nous (battle 

ti I’ARI HASARATHY, m his article 
'While Revolution, Daity Co-operatives 
and Weaker Sections’ (EPW, December 
28, 1991) has found that there has been 
significant improvement in milk produc¬ 
tion while .idmitting that the claim ol 
white levoluiion is exaggerated. He has 
.'ilso recommended adaptation of cross¬ 
bred cattle. We wish Paithasaralhy had 
looked into the giialiiies ol our cattle. In 
I6ih-I7ih century cows yielded more than 
20 seers (18-20 litres) ol milk and bullocks 
iiavcilcd more than 120 miles (200 kins) 
III 24 hours, swiltcr than horses 

( loss bred cows aic leporied to be hav 
mg iiioic inicrtility and due to Ihc need 
ol higher medicalion, chem.cal residues 
.lie lound III then milk which ate injurious 
lo health I he possible licallh risks caus¬ 
ed by diug lesidues in milk is causing anx- 
iciv even in I uropc and other countries. 

SimilarIv. cross-bred bullocks cannot 
stand the suriiinei temperature ol our 
country when the need ot bullock power 
IS the highest .As such larmers do not 
want to have cross-bred bullocks for 
agricullui.il operations or even lor 
tiaiispori 

According lo a study of t he Instiiuie of 
I'conomic Growth, Delhi, based on 
( ensus ol the year 1982, the country 
would need more than 2 crore tractors and 
extra petioleum products ol Rs 50,0(X) 
crore (S 20 billion). The need, therefore, 
IS to develop our own breeds which arc 
dual purpose and have been developed 
over thousands of yeais, suited to our 
climatic conditions and are fat more 
disease resistant, ll is not surprising, 
therefore, that foreign countries are tak¬ 
ing our bulls and their semen to develop 
disea.se-free cattle in their countries. 

Recently, 1 have been to Neern Rana 
about 120 kms liom Delhi and a farmer 
mentioned that the yield from Ihe cow was 
only '/! kilo but after some time and giv¬ 
ing proper feed the same cow started 
yielding 6 kilo. If we do not feed our in¬ 
digenous breed but provide all the feed 
and other requirements to cross-breed 
then to compare their performance is 
sell-defeat mg. 

Laxmi Narain Modi 
Bharatiya Cattle Resource 

Development Foundation, 

New Delhi. 
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Doing Away with Direct Taxes 


D irect taxes are anathema to the native rich; these arc 
eciually anathema to the World Rank and the Interna¬ 
tional Monetary Fund. Such taxes grossly affect en¬ 
trepreneurial incentive, say the foreign financial institutions, 
and their incidence should therefore be reduced to a 
minimum. In composing his recent budget, the finance 
minister could not but laithfully lollow the Eund-Bank in¬ 
junction. Llndeierred by the huge del icil on the revenue ac¬ 
count, he has gone ahead and as good as done away woh 
the wealth tax. The capital gams las has been smothercU 
beyond recognition And the rales ol income lax have been 
slashed all the way. T he tinance mmistei has also laiscd the 
level beyond which income is to become taxable. That is not 
all. While responding to the general debate on the budget, 
he has promised to consider carefully the plea of fuilhcr 
lightening the burden of income taxation, lor example, by 
re-inlrodiicing some of the exemptions he had earlier pro 
posed to disallow 

Since an overwhelming jiropoition ol the income lax pro¬ 
ceeds goes to the state governments, perhaps the finance 
minister is not overly concerned il, as a coiiseaucncc ol his 
decisions, a marked drop lakes place in the yield Irom in¬ 
come lax; he knows how to fend loi liimsell and let the devil 
take the hindmost ol stale government Imanees Ihis could 
not however be the sriily reason motivating him to lower in¬ 
come tax rates. For he has as good as promised to reduce 
the rates of corporate taxation as well; he will act as soon 
as the next instalment ol the Chelliah ( ommitiec’s report 
on taxation reaches his desk. They will then have to pay, 
the tycoons have been assured, much less from out ol the 
profits their companies make. It is therefore not at ail 
surprising that the share prices are booming. True, mutual 
funds and NRl speculators continue to jostle one another 
to corner the shares; the supply ol speculative cash current¬ 
ly outstrips the availability of stocks. It is a mad situation, 
even companies with negative rates of growth are not 
escaping the attention of share-grabbers. There is expecta¬ 
tion that, once the finance minister reduces the rates of cor 
porate taxation across-the-board, retained profits of com¬ 
panies at the moment performing indifferently would be 
back into the black, which justifies the raging optimism of 
the bulls. 

The finance minister has gone about in the mannei he has 
both in deference to Fund-Bank philosophy and the Con¬ 
gress party’s class conviction. However, some feeling ol 
shamefacedness is perhaps still left in some official souls. 
Conceivably on account of that, a few of the finance 


minister’s admirers from academia have fallen back on a 
piece ol sophistry to defend his decision to lower drastically 
direct tax rates. They have dug into the college textbooks 
and come up, satisfaction oo/ing from the pores of their 
intellect, with a reference to the so-called l.affer Effect. 
Expressed in summary terms, a reduction m the rate of tax¬ 
ation, Professor 1.after says, leads to a more than propor¬ 
tionate increase in tax yield. Armed with the l.affer proposi¬ 
tion, the finance minister’s supporters are ready to laugh 
away the suggestion ihat the intention behind his moves is 
to further enrich the already rich. That canard, they aver, 
has been pul to the sword; in fact, once the l.affer Effect 
goes to woik. icvciuics lioiii income and corpoiaie taxes are 
bound to soar. 

The Laffer Effect evidently did not activate it.self in 
capitalist Britain The corporate and income tax concessions 
to the affluent classes throughout the eighties affected 
adversely the overall direct tax yield, and forced a desperate 
Margaret Thatcher to have recourse to a poll lax. The con¬ 
sequences have been disastrous lor both her and her party. 
Little reason exists for assuming a different outcome in 
India. The present finance minister happened to be the 
deputy chairman ol the Planning Commission when the 
Sixth Five-Year Plan document was drafted Chapter 4 of 
the document, ‘Financing the Plan’, includes a revealing 
table. Reductions m income lax rates had been tiied out by 
Indira Gandhi’s finance ministers loo; after ail, she was sub¬ 
ject to the same class pressures as are operative now. Table 
4.14 in the Sixth Plan document gives the details of the im¬ 
pact of the reduction in income tax rates in that earlier period 
on income tax realisations. The rates were significantly 
lowered in 1975-76, the year of the clamping ol the Emergen¬ 
cy, and the practice was persisted with during most pans 
of the following decade. As a result, the realisation from 
income tax as a percentage of total non-agricultural gross 
domestic product declined from 3.15 in 1975-76 to 2.78 in 
1976-77 and 2.09 in 1977-78; the slide continued even later, 
and by 1981-82 the percentage was as low as 1.76. It went 
down dramatically further to 1.01 in 1983-84. The reverse 
of the so-called Laffer Effect was thus magnificently on 
display. Because of the concessions in tax rates, in the course 
of a bare nine years, the yield of revenue from income 
taxation was reduced by more than two-thirds as a propor¬ 
tion of non-agricultural GDP.iQne man’s poison is another 
man’s meat. That earlier bit of history, perhaps the finance 
minister nourishes the hope, would be repeated under his 
dispensation too. The rich would then truly inherit the earth. 
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GOLD 

Smuggling Continues 

A RECENT report of the customs 
authorities uncovering an attempt by an NRI 
to smuggle some 10 kilogrammes of gold in¬ 
side a small airconditioner compressor goes 
to show that gold continues to be illegally 
imported in spite of (he fact that import of 
gold is now permitted. Undei the scheme an¬ 
nounced in the budget speech, iciurning 
Indians and NKIs are permitted to import 
up to 5 Kiloeiamriies ol I'.old (lei passengei 
on payment ol a modest import duty of 
Rs 450 per 10 grammes in lorcign exchange 
Obviously, even this duly ol approxmialclv 
15 pel cent is suflieicru to moiivate smug¬ 
gling of gold. It IS noicworthy lh.il (he per¬ 
son reported to tiasc been appiehciided 
smuggling gold in the compressor vs,i‘ none 
other than an NRI. i c, one belonging to the 
category of peisons permuted to irnpoit 
gold. .So when people argue in lavour ol 
reduction ol tax laies on the grounds that 
modc.st lax rale; will induce peofile to pav 
up the amounts due, they make a basic error 

judgment about how the calculus ol , osis 
and benefits ol tax evasion operates 

The main justification given out by (in.iine 
minister Manmohati Singh for legalising im 
port ol gold, though only lluough returning 
Indians and NR Is, was, in his own words, 
that “one ol the reasons why loreign e\- 
changc is diverted to illegal channels is ihe 
illegal import ol gold’’ Bui if gold simiggi 
ing conlinues, as bctoie. the verv rationale 
of legalisation of gold impori will have 
become invalid li is lelevani to note in this 
context that the uiiaiiiity ol gold reported 
as having been legally iniponed is nnmisciile 
so far 

At the same nine, M cannol be lhal the 
domestic demand ten gold has suddenlv 
cwaiHiralcxl II anything, iheic could be sonic 
increase in the demand for gold because ol 
ihe gold bonds sebeme. also announced ui 
the budget speech, iiiidei winch people will 
be entitled ic' a 5 ’’ year gold bond, cai i y ing 
a small lax exempt mlertst in leiiirn for gold 
The important pan ol Ihe sehenie is mat 
‘holders of such bonds will noi be asked any 
questions about ihe source ol the gold 
holding'^ In a sense, the gold bond scheme 
is a continuation ol the lorcign cschangc 
immunity scheme which was iiiiroducec! l.ist 
year and which cxpiied on lanuaiv .11. bW 
Under this iinnuimtv .scheme, the govern 
ment was able to ganici as much as t 8(K) 
million (oi i.iiighly Rs 2,1(X) i loie) 1 hr dil- 
fcrence islhat iiiidei ihe gold bond schcnie, 
the real value ol the gold tendered is 
guaranteed because the holder can. at the 
time ol liquidation, ask lot gold oi 
equivalent value at that point o( lime On 
the othei hand, the foieigii exchange sui 
rendered under the old scheme carried no 
guarantee ol repatriation at a later date, bo 
the question of ns cariying any exchange 
cover did not arise 


Still, if knowledgeable persons are to be 
believed, the foreign exchange immunity 
scheme was responsible in stirring up 
‘hawata’ transactions and slowing down the 
inflow of remittances in the third quarter of 
1991-92. According to fhe convenor of the 
state-level bankers’ committee in Kerala, the 
accretion to NRI deposits in the state declin¬ 
ed from Rs 272 crore in Ihe second quartet 
of 1991-92 lo Rs 174 crore in Ihe third 
quarter. Couldn’t the new gold bond scheme, 
which in some respect is more attractive and 
at Ihe same time has been promised various 
tax immunities, have a similar impact insofar 
as Ihe ‘liawala’ transactions arc concerned? 
lo that extent, we should be prepared for 
diversion of foreign exchange on an even 
larger stale to illegal channels, with its 
ineviiabic repercussions on the o|Kralion ol 
ihc new ssliemc ol so-called partial 
conscrlibility 

!l IS mtcicslirig In note alsu, m !his very 
vt>niexl, lhal the demand has already been 
made in ccitain quarters not only loi the ex¬ 
tension ol iiiiimiiiiiv logold It gaily imported 
icgaidicss ol how such gold is disposed of — 

1 c, iKii liriuliiit’ It io gold SUI It'llJeied to the 
giwciniiKMi III leliirii loi goltl btmds—but 
also rcduilion in ihe miporl dull Irtim 15 
per vein (t> 5 per cent as m Pakisian 
\5 tieliicr, as a toiisemience loicign exchange 
wil' stop gelmig diverted li. the 'hawala' 
maikci will icn.iiii lo be seen in (tie Itiiuie 

IHE BUIH.I I 

A.\t‘ on Invostinenl 

1 HI fiscal deficit ol Rs 14,4ttH croie pro¬ 
posed in ihe .eniral biidgel Itii IW^-dt r 
no doubi consideiablv sinallei (ii.m dial m 

1991- 02 a-. |iei (I.e it wsed e<liiiiaie- loi ihe 
yeai I he leduLlitii. oi detiiii woulil .loi !'s 
Ks 1,1X4 time 

Hill htiw it this loduclioii gtnii,' lo be 
achieved' On llie hue ol il, aliiiosi tnli’i-U 
lliioiigli a rediiclion in ihe letcmie clelicil, 
vthii II is pioictled 111 the budget lo Jetline 
by as iiiuth as Ks 1,999 croic I he g.ovcin- 
iiiem’s capital expcndituie in I9 sj:’ 91 ic pio 
jCLied It) inoie or less stay at the same level 
as 111 l‘>9!.92, Rs 29,^57 ctme jc against 
Rc 29,4'2 time The insrease is inaiginal, ol 
liisl Rs 45 croie 

Hill lhal would be a very superficial way 
ol tool iiig at the budgctuiy piovisitiii foi 
c.tpual expciuiiluic. Two points have lo he 
i.iktii Hole ol I list, ihe I'Wl 92 ligiiie ol 
29.472 crore tails considerably sliorl ol 
the oiiginal budget provision of Rs 12,019 
cttuc III tad. It IS through this reduction in 
capital expcndituie ot the order of Rs 2,547 
I rote that It has been possible to contain (lie 
fiscal uelicil III 1991-92 close 10 the onginaliv 
budgeted level, despite the enhanced revenue 
deficit as pel the revised e.stimatc.s. 

Second, ihe neat equivalence of (he 

1992- 91 budgetary provision for capital 
expenditure to that fgr 1991-92 (revised 
estimates) is only in nominal terms. Once 


one allows for pnee escalation in 1992-9:i, 
and that even under the most optimist .c 
assumptions, has to be taken as inevitabi:, 
It should be obvious that capital expenditure 
through the budget in 1992-93 will be lower 
in real terms by between 10 and IS pier cent, 
depending upon the extent to which the 
government is able to contain inflationary 
pressures. Although finance ministry of¬ 
ficials exude great optimism just now on 
prices and have spoken of reducing the price 
rise to around 7 (Kr cent in 1992-93, going 
by the pace ai which net Reserve Bank credit 
to'govcrnmeni, which to all intents and pur- 
po.scs means the central government, has 
been expanding during Ihe cm rent year— 
and here Ihe discrepancy between the figures 
in Ihc luonomte Survey and those in the 
Rudder at a Glume arc noteworthy—is any 
indication, there is simng ground for seep 
licisni on line score 

All in all. Ihercforc il would appear that 
Ihe axe will lall more and more on govern¬ 
ment iiivcsimcnl Not because the govern¬ 
ment IS coriimiiifd lo the IMF/World Bank. 
Fhcy dmi'l specify hnw ihe fiscal deficit is 
Id be rodiiccd But liecauvc ihc govertimeii! 
has so chosen \X hen H prefers ne)t lo reduce 
Its revenue deficil - the eompulsions the 
fiiiaiice miiiisici speaks of in his budget 
speech iiirn oiil, on cli'ser cxamumlion, to 
be uiieoiiviiicing- the axe is bound lo lall 
on goveiiinie'iii iinesimeiii 

ASSAM 

,4hust* of l*re\ontiv<‘ 

KtHtuifoofti wriK's 

l!il .iMcVol Itiiee ie.idini’ aelivists ol Ihe 
Man.n Adliik.ii SaiigiaiiT .S.iii'.ili (M.ASS), 
a l•;llI!.ln ;lehls on aiusalimi i'iuiidcd in llic 
wale )<l file Liiiiehing ol Operation Rhino, 
IS (i)clv lo iiiiidei iiie proces-^ ol restoration 
ot a semblance ol noimal ceuidiiions in 
,\ssam NiUvy Diilla, an advocale, and Apt 
Kumar Bhuyan and Paiag Kumar Das, 
editors ol two widely circiilaied .Assamese 
weeklies published from Ciuwahati, Sudm 
and Butlhhur, were picked up from their 
homes in lime-honoured tashion at Ihe dead 
of night of March 2 (Niloy Diillu) and 
March 5 (Parag Da.s and .Ajit Bhuyan) and 
taken away to ‘subsidiary jails' in army con- 
tomnenis m M\sa in Nagaon disiricl and 
laniulpur in Nalban district Though Niloy 
Duiia has been shifted to the Guwahati jail, 
following a representation to the Guwahati 
High Court, the two editors continue to be 
kept in the ‘subsidiary jails’. 

C hief minister Hitcswar Saikia has main¬ 
tained that the three persons had been de¬ 
tained not because of their protessionai 
activities but because of their ‘anti-national’ 
involvements, Ihe impression is inescapable 
lhal It IS precisely their professional acti¬ 
vities, specially in connection with MASS, 
that has attracted the government’s ire. 
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Indeed, the ariest of Parag Das and Ajit 
Bhuyan took place on the eve of the statc- 
lesel convention of MASS which had been 
scheduled for March 7. 

Other contradictions in the government’s 
stand too abound. The arrests have taken 
place even while the governments at the cen¬ 
tre.and the state are engaged in arriving at 
some accommodation with the United 
Liberation Front of Asom (ULFA). The 
three activists, and especially t he two editors, 
ate known to have provided a platform for 
a wide-ranging debate on the historical, 
political and social quc.stions raised by the 
ULFA phenomenon. The two papers have 
also been highly critical (sometimes, in this 
cortespondeni’s opinion, in an unnecessaril> 
shrill manner) of the ‘compioinising sur¬ 
render' of those ULFA leader s who arc pre¬ 
sently holding ‘talks about talks' iti Delhi 
ssith union government leaders, speci'lcallv 
allasking the abandonmciu ol the objective 
of bwadhiii AsOm that is implicit in these 
overtures to Delhi 

Indeed, repoits from (lussuhaii suggest 
ihat the two editors as ssell as the advocate 
were arrested only because they were being 
oiiLspoken in their ciilicisiii of the ‘com¬ 
promising attitude' ol the ULFA leaders. 
Sp.eaking about these arrests to reporters in 
Calcutta on Match Mitcswar Saikia said 
as much when he 'warned’ those ‘trying to 
scuttle the cuticnt peace moscs’ "I will not 
hesitate to pul them behind bars if such a 
need aiises”, /he Siales/itun of March 7 
quotes Saikia as saying 

It IS thus apparent that llic provisions ol 
the NSA, Itself a mosi uiideinociaiic legisla 
tion. have been used to siitlc dissenting opi 
nion in the slate While lliere c.in be no iwo 
opinions about ihr desnabiliis ol restoring 
a semblance of peace by airiving ai a (neces¬ 
sarily shorl term) setllcmcnl in Aissani. there 
IS still room lor debate over Ihe evtteinely 
hush-hush maiinci in which deals ate being 
sought K) be struck. Foi, as in other pails 
of ihe north-easi, ihe objective (>f all the 
'breakthroughs' and ‘negoiiations’ appears 
to be to s.ecurc mote mileage lor the ruling 
jrarly I'hc dissenters in Assam arc trying !<■ 
pose helorc the public precisely this point, 
and in a related mannet. they are also ask¬ 
ing the ULFA leadeis themselves to explain 
their remarkable volie-lacc- denouncing the 
Indian state day in and day out and almost 
overnight becoming virtual votaiies ol the 
same stale. 

But the chief minister has tied himself into 
further knots about the arret is. .Speaking in 
Ihe slate assembly Hiteswar Saikia has 
repeatedly said that the editors and the ad-- 
vocale have been detained not because they 
supported ULFA but because of their 'anti- 
national’ activities. The need to ‘absolve’ the 
arrested persons of ‘pro-ULFA activities' 
arose because the anomalous nature of the 
government’s stand—of negotiating with 
Ul.FA leaders on the one hand and detain¬ 
ing others on the charge of ‘encouraging 


itcAlciwance in ULFA'. However, the grounds 
of detention’ served on the arrested persons— 
such as they are—not merely repeat the 
charge of 'encouraging recalcitrance in 
ULFA’, but make some even more slartlirig 
formulations. The very first para of the 
ground.s of detention served on Parag Das, 
for instance, notes that “he is known to have 
political ambitions”. If ‘having political am¬ 
bitions’ were to be the grounds ol detention, 
then every a.spirant for political office in ihc 
country would aiiraci the provisions ol the 
NSA. The rest of the grounds of deienlion 
constitute little more than an ill-digested and 
ill-wriitcn police report, a few dubious ‘lads' 
with a lot unwarranted infeiences. 

Scepticism about such grounds ol deten¬ 
tion cited to legitimise preventive detention 
IS entirely justified Lven normally ju.siitiablc 
provisions like (lie provisions of the C'rl’f 
and the IPC tend to be abused in out coun¬ 
try and the courts themselves have repeatedly 
drawn attention to such abuses fiisen this 
slate of the administration ol law and 
justice, the preventive detention provisions 
arc, by dciinilion, infant lo be oiih 
misused—indeed, such is then only ra 
(lonalisation. If, as theehiel minister is now 
maintaining, the arrested activists ol M ^SS 
have been detained because of ilicu alleged 
‘anti-national’ aclivines, why detain them 
without Inal, for up lo a period ot one ycai. 
instead of straightaway jtrocceding aganisi 
them under any o! llie juiw isions lisicd i:i 
f'liaptei VI of tils li’( ’ 


TAXATION 

Sham Wealth Tax 

THE rationale offered in the budget speech 
for the drastic changes made in wealth tax 
IS interesting. The principal changes are: 
(I) loexempt altogether so-called productive 
assets, such as shares, securities, bonds, bank 
deposits, etc; (2) to raise the exemption limit 
even for the truncated tax leviable hereafter 
on ‘unproduciive’ assets from the present 
Rs 5 lakh to Rs 15 lakh; and (3) to fix the 
rate of tax at 1 per cent instead of the pre- 
sem maximum marginal rate of 2 per cent 

First, we are told in the budget speech, the 
original act had “tar too many exemptions 
making its administiation enormously com¬ 
plicated;' Secondly, “the valuation of cer¬ 
tain assels such as shares also presents pro¬ 
blems, since very high market values reflec¬ 
ting speculative activity can lead to a heavy 
huiden on shareholders who are long-term 
investors” I hirdly, a disiiiiction needs to be 
made between productive and non-produc- 
live assets and the toimei should be alto- 
geilici exempted from wealth tax. The 
niemoraiidum explaining the piovisioiis of 
the Linance Bill conscnliates on the last 
point and also puls it much more starkly 
than the budget specvli when it says that 
'wilfi a Slew lo stimulating inves'meni m 
jiiojuclive assets, ii is i*r«t)Osed to abolish 
wealth lax on all .issels except certain 
spctilicd assets'’ 
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Let us, all the same, examine the grounds 
offered in the budget speech. It is one thing 
to say that there were far too many exemp¬ 
tions in the existing legislation or that cer¬ 
tain types of assets are difficult to evaluate 
and quite another to open the net wide and 
let practically every asset, except a few 
specified unproductive assets, escape. This 
is precisely what has now been done leaving 
behind a sham of a wealth tax on the statute 
book. 

It IS not correct to say that valuation of 
shares for the purposes of wealth taxation 
has presented insurmountable problems. In 
fact, the tax authorities had, over the years, 
evolved norms, through legislative as well as 
administrative initiatives, for the valuation 
of shares in a manner which took good care 
of the sort of problems the budget speech 
refers to, namely, ot speculative bidding up 
of prices in the stock market. If more was 
needed to be done in that direction, the tax 
authorities would have measured up to the 
requirement. But to use this as an argument 
for exempting shares altogethci is lather 
unconvincing. 

In fact, precisely to discourage the sort ol 
speculative activity which revolves around 
shares, they arc an ideal asset to be subjected 
lo wealth lax Or has out finance minister 
been converted to the view that speculative 
activity is productisc? It he needed cMdcnce 
against this view, the stix'k market bchavioui 
of the past few weeks alter the budget should 
have provided it in good measure And no 
Other single proposal of the budget tan be 
said to have engendered this more than the 
abolition ot the wealth lax on shares. 

But didn’t someone in his office point out 
lo the finance minislei the inherent con 
tradiction between his proposal to withdraw 
the lax concession under 801. and the exemp¬ 
tion of invesimenlv, winch generate income 
that tails under this section, from wealth tax 
on the grounds ol such investments being 
productive'' Ol tourse, he could argue that 
the latter would provide enough incentive, 
but then he would have lo answer which in 
come and wealth tlass he was icallv address¬ 
ing ihioiigh the iiKciilise he wa.s continuing 
lo piovidc 

I hose who hast- dratted for htm the 
nieinorandirm explaining the provisions of 
the l inancc Bill have nor bothered much 
about (he various ctsiitradielions involved 
Nor has the linaiicc minisicr himself suc¬ 
ceeded in covering up ihc coniradiclions in 
his budget speech 

PRAVDA 

Snuffed Out 

THL puiveyors ol ‘hbeial dcinviciacy’ are 
gloating over the likely success ol their-kin¬ 
dred souls in Moscow in driving Pravda to 
extinction 1 here was no let up in the 
relentless pressures to this end, many con¬ 


cessions in the meantime made by the paper 
notwithstanding. Following the virtual ban 
on the CPSU and the sequestration of all 
its properties, Pravda had turned ‘indepen¬ 
dent’, that is, free from any commitment to 
communism or Marxism. As a mark of its 
conformism, the newspaper gave up its ham¬ 
mer and sickle logo on its masthead which 
also deleted ils call to the workers of the 
world to unite. It still continued to enjoy the 
support of and drew much of its material 
sustenance from the surviving communist- 
minded multitudes in the country. 

According to informed sources there was 
a continuing tussle in the Pravda .staff over 
Its political orientation—particularly bet¬ 
ween the exponents of the Marxist and 
social-democratic inclinations. But internal 
stresses and strains notwithstanding, the 
paper remained broadly committed to 
s(x-iahsm ol one .sort or another. Apparently 
this was proving too much to bear insofar 
as the country’s emerging power elite was 
concerned, particularly as the fast depres¬ 
sing living standards were goading growing 
masses of the population to street demonsi- 
ruiions against the new regime. Hence, the 
rm.tl squeeze to snuff the 'ife of Pravda out. 

I hough lor many years now an object of 
derision in private circles of the erstwhile 
Sos let citizens—‘there is no truth in Pravda' 
which literally means ‘truth'—the newspaper’s 
early bcgmiimg was indeed memorable 
Si.iricd with the issue for May 5, 1912, it had 
(accci 16 lawsuits instituted by the Tsansl 
atilhorilics and its editors collectively spent 
about lout vears in jail during the paper’s 
(list two ycais ol existence During the same 
perioil. It was banned by the government 
mote than halt a dozen times, but each lime 
It icappcaicd under a slightly different title. 

Dining the very first year l^nm conlri- 
bulctl to It a numbel ol short pieces along 
vsiih a few lorigish articles, such as Ihecoin- 
iiiciiiaiics on the Balkan war between Turkey 
aiul Btileaiia. the llalo-Turkish war in 
Alt lea. poliiical developments in China and 
so on I'ailiciilarly significant were his piece 
Hisiorisal Destiny of the Doctrine of Karl 
Marx' and a longish writing entitled ‘The 
Kesults ol Six Months of Work'. In the 
second piece he made a deep- going analysis 
of the intormation about the initiative of 
and individual and collective financial con¬ 
tributions made by the workers in St Peters¬ 
burg and other areas ol Ihc Tsarist empire 
between January and June 1912 that went 
to the foundation ol the workers’ newspaper. 

One hopes that even if Pravda dies 
workers’ newspapers will reappear and con¬ 
tinue to survive in some form oi the other 
despite dilficuliie.s, through the initiatives 
and tenacity ot the country's working class 
The growingly reawakened working class will 
take care ot that even if there may not be 
a person of Lenin’s stature on the scene— 
at least m the near future 


TWENTY YEARS AGO 

EPW, March 25, 1972 

Slowly but steadily, the subcontinent ap¬ 
pears to be moving towards a tripartite con¬ 
ference to sort out the problems left over 
by the December war... The Government 
of India has not been in the habit of 
attributing motives to the Soviet Union in 
matters regarding the subcontinent and, 
even when Moscow supplied arms to 
Pakistan, there were many in this country 
who had regarded it as a basically sym¬ 
pathetic act. A similar move on the part of 
another Great Power would have been 
universally condemned. This special posi¬ 
tion that the Soviet Union has in India 
makes it far more capable of acting as the 
paternalistic peace maker than any other 
power. 

It IS Pakistan which has always been the 
major obstacle to a much larger Soviet role 
in the entire subcontinent—a fact which 
Peking and Washington took note of. What 
Bhutto’s Moscow visit indicates is that he 
has now decided, as president Ayub did in 
December l%5, to make the Soviet Union 
take a hand in bringing about a peace sel- 
tleinenl aficr the war It is easy to rush to 
the conclusion that siiiec America and 
China, were so much against the Soviet 
Union all these niuiiihs, this act of Bhutto 
must be cniireiy his own .. But it is not 
impossible that neither Peking nor 
Washington would at this lime lake a very 
dim view of such a Pakistani policy Both 
of them are aware of the deep crisis in which 
Islamabad finds itself. They must be equally 
aware ol the fact that neither singly nor 
jointly can they make much difference to 
Pakistan’s capacity lo gel the best possible 
terms for a peace sciilemcnii from India. 
Ii IS ihe Soviet Union, with us enormous 
influence over New Delhi, which could 
make India adopt a more conciliatory 
posture towards Pakistan P.ven if their long 
term model for the subcontinent is one of 
building up checks and balances within this 
region, they cannot overlook the simple fact 
that Pakistan, as it is today, is just not the 
right instrument to be used for any such 
purpose. If with Moscow’s blessings 
Pakistan can stabilise itself by acquiring 
some breathing space, other long-term ideas 
and projects may then be implemented. 

* ♦ ★ 

The Finance Bill of 1972 is.. notable 
not so much for its “hue’—the total yield 
ot all the changes proposed in direct taxa¬ 
tion will not exceed, in the government’s 
estimate, Rs 24 crore. in a year—but the ad¬ 
vance It marks in official thinking on the 
spread of taxable income. By seeking to in¬ 
clude the "winnings from lotteries, 
crossword puzzles, races including horse 
races, card games and other games of any 
sort or from gambling or bettings of any 
form”, the bill gives notice of the Exche¬ 
quers' desire lo do away with the self- 
imposed shackles that ciippled the ambit 
of income-tax in this country since almost 
Its inception. 
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THE MARKETS 


COTTON 

Manipulated Estimates 


D P Sharma 

DOWN, up and down again—this sums up 
briefly but vividly the behaviour of cotton 
prices this season. Prices have been follow¬ 
ing fairly closely fluctuating assessmeni of 
the supply-demand position based less on 
crop ideas than on the consumption figures 
mooted by the cotton mill ij^ustry Unques¬ 
tionably, the most outstanding aspect of the 
a.ssessments made at the Cotton Advisory 
Board meetings is that it is the textile in¬ 
dustry which has been having a decisive sav 
m the preparation of the cotton balance- 
sheet approved by CAB. 

The carryover stock at the end ol ihc 
season, projected at 16 14 lakhs at the CAB 
meeting on December 23 was subsequently 
revised to 28 .39 lakh bales at the Februaiy 14 
meeting. I he difleicncc is accounted lor 
mainly by the downward revision ol mill 
consumption estimate from 114 lakh bales 
to 106.25 lakh bales and the projected im¬ 
port of five lakh bales I he Lonsumpiion 
figure of 114 lakh bales was ilsell a sort of 
compromi.se in that ilie ICMf- had mooted 
a .still higher figuic of 116-118 lakh bales I he 
cotton balance-sheet prepared by the bast 
India Cotton Association at the nicciing ol 
the All-India Cotton Trade Associations 
held at'Ahmcdabad on March 21 has pro 
jected the carryover at the end ol the season 
at 31.64 lakh bales which would be suirieicni 
to cover mills’ rcquirenieiits for ihrce-and 
a-half months 

The cotton .season is more than h.rll-wa> 
through, completing seven months with the 
end ol March By March 23, colioii anisals 
had reached the 103 lakh bales mark which 
IS about the same as last season's coiiespon 
ding figure—103 4 lakh bales ( ollon prices 
which had been inclined lower since about 
the second week of Pebruarv had come¬ 
down by Rs 1,200 to Rs 1,800 per candy by 
March 26 liven at the reduced prices nulls 
arc reported to be reluctant buyers, leslric 
ting their purchases to meet then baie 
minimum requirements 

The decline in prices and the prcsailmg 
mood of the market conirasi sharply with 
Ihc conira-seascrial fiimness earls in the 
season when cotton prices had moved iiti h\ 
Rs 800 to Rs 3,1 SO per candy from ihe.r 
October lows. The prolouiid change thai has 
come about in the maikel scene reflects 
mainly a mote realistic assessment ol the 
stipply-dcniand position in the light ol the 
textile indu.siry’s declining fortunes 

While the initial decline in prices Iroin 
their August highs which lasted nil eaily 
October was partly in the nature ol a reac¬ 
tion from the all-time highs recorded about 
the middle of August, it was attributable 
partly to favourable assessment of new crop 
prospects. Subsequent revision of ciop esti¬ 
mates in view of the uncongenial weather 
conditions imparled a firm tendency to the 
market The industry was quick to laise 


alarm signals with a view to stalling the 
release of Ihc export quota for 4 lakh bales 
of staple cotton announced in October and 
at the same time strengthening its plea lor 
augmenting domestic supply through imports 

While Ihc release of the export quotas has 
been kept in abeyance, the industry’s plea, 
lulh suppoiled by the textile ministry, has 
not found lavotir with the finance ministry 
And not without good reason, lor il the 
shortage ol cotton were all that .serious as 
made oui by the industry’s leading spokes¬ 
men how come that ex|)orlmg mills did noi 
care to avail ol the facility to import cotton, 
duly-lree, under the advance licensing 
scheme It was only when the industry leli 
convinced that nnporj ol cotton under OCil 
would not be petiniltcd that some mills 
stalled negotiating import of cotton 
llsiimaies ol contracts finalised undei ihe 
scheme so lar (till March 26) range between 
2 5 lakh and 4 lakh bales. Pakistan liguimg 
as the main supplier 

More lecently, the industry expressed its 
readiness to make available hank yarn tc. 
haiidloom weavers at pi ices 7 5 per cent 
lowei than the prices prevailing on Match 
10- the approximate puce differeniial bet 
wcvri domestic and foreign cotton prices that 
day- against permission to import ctilton 
without paynieni ol duty on the basis ol I 2 
kg ol cotii'n for each kg of hank yam sup¬ 
plied at the stipulated price. The scheme is 
aliot'ctlici volniitars m regard to Ihe quan¬ 
tum ol varn !(• be supplied, the only stipiila 
lion being that the maximum quantity of 
cotton to he imjsorted'should not exco'- i 
lakh bales I he governnieni’s approval ol tlie 
scheme is awaited 

How miicfi collon will get imported undei 
Ihc sshenie will depend not only on the 
quaniiiv ol liank yarn supplied to wcascis 
but also on the willingness ol mills to el 
feet permissible imports in the light ol the 
beh.ivioui ol cotton pru'es in Ihe domestic 
market anil abroad II cotton prices weie to 
dcvliiie lurlher b\ Rs 700 to Rs 900 per canily 
liom Ihe v-iiirent levels and puces abroad 
sl.ived pul mipoit ol cotton would become 
an nnecoiiomic I'loposilion 

Mill lonsnmplion ol cotton duiing the 
lirsi lise tnonlhs ol the season is placed .it 


Beilg.il Deshi 
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42.84 lakh bales. The monthly average works 
ojit to 8.57 lakh bales against the previous 
season’s coiresponding figure of 9 lakh 
hales. In view of the continuing sluggishness 
in the cloth and yarn markets and the finan¬ 
cial stringency mills arc experiencing it is 
doubtful whether mill consumption this 
season will exceed 105 lakh bales. 

T he latest cotton balance-sheet prepared 
by the l .ist India Cotton Association merits 
attention. Ihe crop has been estimated at 
120 lakh bales of 170 kg each Inclusive of 
the opening slock ol 22.64 lakh bales and 
estimated import ol 4 lakh hales, the total 
availability comes to 146 64 lakh bales Ag¬ 
gregate demand has been reckoned at 115 
lakh bales (mill consumption 106 lakh bales, 
non-mill consumption 8 lakh bales and ex¬ 
port one lakh bales), leaving a carryover 
slock ol 31 64 lakh bales Because ol the 
varying weights ol the ruinimg bales and the 
inherent difficulty in converting running 
bales mio standard bales of 170 kg each one 
can always question f K'A estimates or any 
othei estimate loi that matter But no one 
will deny that the t-.l< A has acquired high 
rejnitation over the yeais for its crop 
estimates proving lairlv close to the linal 
croj) outturn 

Be that as it may, mill demand for cotton 
continues to be slack Desjnte the reduction 
of Rs 400/Rs 5(K) pci candy m its prices, the 
Maharashtra i edcration has been experien¬ 
cing great dilliciilty in matkelirig its ccuton 
Il has procuied 9 2,S lakh bales so lai and 
It IS still nursing a huge stock ol unsold col¬ 
lon ln(|uities with the trade indicate that 
despite the leductioii in ptices Maharashtra 
collon IS coslliei than cotton outside the 
stale The All India ( otlon tiioweis’ ( o- 
opeiative lederation is undeistood to have 
urged Ihe government to allow export ol 4 
lakh bales ol staple cotton even if it involves 
some loss II is argued lhai exporl will not 
oiilv liclp maintain coniiriuiiy in exporl 
business which has much to commend it but 
II will also enable groweis to realise a better 
piicc lor then produce In this connection 
It needs to be noted that despite the fail in 
prices Irom the l-cbiiiary highs, the ruling 
puces (March 26) are 48 per cent to 116 per 
cent above the enhanced support prices and 
compared with the pi ices a year ago they are 
Higher bv 26 per ccni to 59 per cent, depen¬ 
ding on the vai lely C onectn over Ihe decline 
in co'loii pines is therefore totally 
iinwar rants d 
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STATISTICS 


Variation (per cent) 


Index Numbem of Wholesale Prices 


Latest 

Over 

Over 

Over 





(1981-82 - 100) 

Weight 

Week 
29-2 92 

I-a$i 

Last 

March 

In 

In 

In 

In 



Month 

Year 

31. 1991 

90-91 • 

89-90 

88-89 

87-88 

All Commodities 

100.0 

215 2 

0.5' 

12.2' 

12.2 

10.3 

7.4 

7.5 

8,2 

Primary Articles 

32.3 

229.3 

0.6 

16.9' 

17.3- 

12.8 


4.6 

11.7 

Food Articles 

174 

2^5.7 ■ 

1.7 

20.1 ' 

21 3 ' 

12.3 

1.1 

9.9 

8.8 

Non-food Articles 

101 

238 6 ' 

^.7 

14 1' 

13 3 ' 

17,0 

3.8 

-1.7 

21.6 

Fuel, Power, Light and Lubricants 

10.7 

210 2 

0.8 

II 5 

11.5' 

12 1 

4.0 

5.6 

2.9 

Manufactured Products 

57.0 

208.1 ' 

0.1 ' 

9.6 • 

94 ^ 

8 3 

11.2 

9.4 

7.8 






Variation (per cent) 



Cost of Living Index 


1 aiesi 

Over 

Over 

Over 





Base 

Monlh 

fast 

Last 

March 

In 

In 

In 

In 




Monlh 

Year 

1991 

1990-91 

1989 90 

88-89 

87-88 

Industrial Workers 1982 - 100 

225'- 

— 

13.1 

II 9 

11.2 

6.5 

9.1 

9.0 

Urban Non-Manual Lmplovccs 1984 85 - 100 

185"’ 

0.5 

14.2 

5 

II 0 

6.9 

8.2 

7.9 

Agricultural 1 abourers July W) to 

990"' 

1.5 

23 1 

15 4 

7.5 

3.2 

11.4 

12.5 

June 61 100 













Vanaiion (per cent in 

brackets) 



Money and Banking 


1 aiesi 

Over 

Over 

Over 






Week 

l.ast 

l.asl 1 

Maich 31, 

In 

In 

In 

In 



(7-2 921 

Monlh 

Year 

1991 

90-91 

89-90 

88-89 

87-88 

Money Supply (M^) 

Rs cTorc 

3,08,995 

3.855 

48,469 

43,539 

34,300 

28,571 

22,027 

22,295 



(1 3) 

(18.6) 

(16 4) 

(3.6) 

(18 1) 

(15.7) 

(18.8) 

Net Bank Crcdil lo (lovernmcnl ScvUti 

Ks croie 

1,63,082 

965 

26,630 

24,88 3 

21,778 

12.715 

12.811 

12,776 

Bank Credit to ( ommcKial Scsioi 

Rs crore 

1 83,677 

2,147 

19,152 

10,530 

19,552 

20,531 

12,389 

11,294 

Net Foreign 1 \ch Assets ol 1),inking Secioi 

Rs cioie 

15,.323 

361 

6,251 

6,759 

1,429 

637 

682 

1,314 

l^cpOMis ol Scheduled ( oniinercial Hankv 

Rs crore 

2,2 

2,997 

36,877 

32,73.3 

24.230 

22.041 

15,321 

17,320 



(1 4) 

(19 7) 

(17 1) 

(14 5) 

(18 7) 

(14 9) 

(20.3) 

Foreign Fscli.ingc Assets 

Rs cioic 

10,188 

363 

3,391 

5.800 

-1,710 

600 

508 

604 



(3 9) 

(112 4) 

(1.32 2) 

( 30 0) 

( 9 5) 

( 6.6) 

(8.6) 

Index INiiiiiliers of Indiivtrinl 

V\eighi 

1 aiesi 








Produelion 


Monlh 

Asciages tor 


Variation (per cent) 


(1980 81 HKI) 


iJnlv 91) 



In 

In 

In 

In 

In 




1991-92 

1990-91 

1990-91 

1984-90 

1988 89 

1987-88 

1986-87 

Cieiieral Index 

l(K) 0 

203 2 

t‘W 8 

201 .3 

84 

8 6 

8 7 

7 3 

9.1 

Mining and (Jiiaitying 

II 5 

2tK» 0 

208 4 

211 1 

^ 5 

6 3 

7 9 

3 8 

6.2 

Manutavluring 

77 I 

196 8 

192 1 

195 7 

9 2 

86 

817 

79 

9.3 

Eleciriciiv 

II 4 

249 5 

243 8 

229 4 

86 

108 

9.5 

7 7 

10.3 

tiasic Indusines 

39 4 

N \ 

NA 

NA 

4 .3 

5 4 

99 

56 

9.2 

Capital (lOods liuliisiiies 

16 4 

NA 

NA 

NA 

21 9 

22 4 

7 0 

15 9 

18.2 

Intermedialc Cioods Indiisiiiev 

20 S 

NA 

NA 

NA 

5-6 

4.3 

II 5 

4.8 

4.4 

Consume? Cuhk.Is Iiidusincs 

23 6 

NA 

"JA 

NA 

NA 

6 .3 

4 2 

6.5 

7 I 

Durable (lOods 

2 6 

NA 

NA 

NA 

10 9 

1 7 

12 0 

7.8 

18 9 

Noii Duiahle (mud-. 

21 0 

NA 

NA 

NA 

5 2 

7 5 

2 3 

6.2 

4.9 

Foreign Tradi- 

Uinl 

1 alcsi 

t iimulaiisc (oi* 








Monlh 



In 

In 

In 

In 

In 



(Dec 91) 

1991-92 

1990-91 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

F spoi 1 

Rs 1 loie 

4,015 

.30.332 

23,218 

32.527 

27,681 

20,232 

15,674 

12,452 






(17.5) 

(.36 8) 

(29 1) 

(25 9) 

(14.3) 

Impori 

Rs ».iore 

4,661 

34.238 

.31.763 

43.171 

.3(3.416 

28.235 

22.244 

20,0% 






(21.9) 

(25 4) 

(26 9) 

(10 7) 

( 2.2) 

Balance ot ItaJc 

Rs ciore 

646 

3.906 

- 5,342 

-8.545 

- 7,735 

8,(K)3 

-6,570 

- 7,644 

F'aiiplos liK-iit F.xeli.iiigi- Stati^ties 

1 'nil 

1 aiesi 

Cumulative tor* 








Month 



In 

In 

In 

In 

in 



Juts 

1991 

1990 

1990 

1989 

1988 

1987 

1986 

Numbei ol Applitaiils on 1 i\e Keeisiei 










as at end ol Period 

1 housand 

.35,580 

35.580 

34,098 

34.632 

32.776 

30.050 

30,247 

30,131 

Nunibci ol Kegisiiaiions 

Thoiisaiul 

784 

3..54 3 

3,912 

6,541 

6.576 

5,963 

5,465 

5,535 

Number of Vacancies Nolilicd 

I housand 

43 

296 

294 

5.30 

600 

543 

621 

623 

Number ol Plavcmems 

1 lions.ind 

25 

155 

169 

284 

289 

329 

360 

351 

llitanie 

1 'ml 

19‘)0 91 

1989-90 

1988-89 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

C^bss Domestic Pioduci (currcni prices) 

Rs crore 

4.72.599 

4,01.569 

3,51,724 

2,94.266 

2,59,055 

2.33,476 

2,08,577 

1,868,723 

Gross Ddmeslic Product (1980-81 prices) 

Rs crore 

2.10.477 

1,99,329 

1,87.725 

1.70.041 

1,62,711 

1.56,600 

1.50,469 

1.44,865 

P» Cgpita Income (1980-81 prices) 

Rupees 

2 2**7 

2,148 

2,078 

1,903 

1,866 

1,842 

1,811 

1,787 


• For current year uplo laiesi month lor which data aic available and for corresponding period of last year. 

** Excluding gold and SDRs r Uplo lalcsi monlh foi which data are available. NA Not available 
+ + Provisional data @ (^uick estimates. 

/Votes: (I) Superscript numeral denotes month to which figure iclaies, e g. superscript' indicates that the figure is tor January and so oa. 
(2) Figures in brackets denote percentage variation over previous period 
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COMPANIES 


Winds of Change 

last month saw a more than usual pre¬ 
budget rush of capital issues in the primary 
capital market. The amount in the aggregate 
of 36 capital issues made was Rs 44.328.6S 
lakh, which was more than seven times the 
amount of Rs 6,495.63 lakh of 21 capital 
issues in February 1990, and nearly two-and- 
a-half limes the figure ofRs 16,638.48 lakhs 
of 44 capital issues for February 1987. The 
record rush of February 1992, comprised, ac¬ 
cording to Prithvi Haldea who run.s Prime 
and Rights Database in New Delhi, 27 per 
cent of the whole amount of capital offered 
for subscription by the companies till 
February in the 1991-92 financial year. 

The rush was due probably to the fears 
on all sides that the 1992-93 budget was to 
be difficult and demanding of sacrilices 
from all sides. The fears were belied, 
however, by a broadly favourable budget. For 
the capital market particularly the budget 


is seen to break new paths further with some 
specified proposals m favour of investments 
in stocks and shares which are summarised 
below. 

* Abolition of wealth tax on investments in 
shares, debentures and bonds to serve as a 
catalyst for investment of funds in these as 
against in non-productive assets. 

* Reduction in long-ierm capital gains tax 
to 20 per cent for individuals and to 40 per 
cent for companie.s, in addition to inflalioii 
indexing of capital gains, which will draw 
money for investment in the stock market, 
despite the withdrawal ol the provisions in 
income-tax which allowed for a slandaid 
deduction of Rs I5,0(K) in laxable income 

* Mutual funds allowed in the private sector 
put on a par in the budget with public sector 
funds for tax purposes with more amounts 
of capital funds coming ;n for investment 
in the market 


* Institutions and pension funds abroad 
welcomed to invest in the capital market in 
India. 

* f rcc pricing of capital issues for companies 
10 lead to more offers by more companies. 

‘ Issues made abroad of convertible bonds 
by companies to attract only a marginal rate 
ot 10 per cent tax on income and capital 
gains, leading to well established companies 
making such issues forthwith and meeting 
then requirements of foreign exchange. 

•1 he three proposals above are expected to 
torge a globalisation of the Indian capital 
market 

* I he divestment of equity of public sector 
enterprises will together with the listing of 
the state-owned undertakings help increase 
the supply of good scrips on the market. 

With these proposals, the budget has given 
the primary capital market an altogether new 
dimension while imparting it with further 
impetus and provided a big boost to the 
secondary market of listed shares at the 
same time. Responses to the measures have 
also been fulsome and encouraging from all 
skies— the companie.s, the tinancial agencies 
and the investing public 

( itibank among the foreign banks is 
awaiting approval of the Securities and Ex¬ 
change Hoard of India for sett ing up an asset 
management company to operate a mutual 
I mid Meanwhile, according to Richard S 
Hraddock, president and chief operating of¬ 
ficer ot Citicorp and its principal subsidiary, 

( ilibaiik NA. Citibank m India is to devote 
alienlioii to promoling the flow of funds 
mio the Indian capital market from mutual 
tiinds 111 the US and Europe and also from 
Us iiidisidual and corporate clients. In the 
mcaniime. three loreign investment bankers, 
B.ircld'.s Hank, lardine Fleming and W 
Stlirodcis of the US, have approached the 
Rcseisc Hank of India as well as the ministry 
ot liiiance loi permission to set up branches 
to open iiiscsiment banking operations in 
ihc suiinirs (I he SEBI chief, Ci V Kama- 
ki ishn.i Rao, is said to be ol the opinion that 
pan ol the disinvestment of equity shares 
of the public sector undertakings should be 
cdimaikcd in favour of loreign pension 
luiids and non resident Indians.) 

loicign pcnsicm funds themselves arc 
icpoilediv seeking outlets loi investment in 
l.uro; apital issues of Indian companies and 
h.oc .jppioachcd the government to seek 
clarilic.iiions in respect ol ih'* conditions in 
lespccl ol making such msestments. The 
claiitication the funds are seeking is in 
icspeci of the lock-in period of two years. 
Since lot the NRIs making investments the 
mandatory period is of one year, the funds 
arc reportedly seeking the same period for 
investments by them. 

1 he companies, meanwhile, are not 
waning to decide about their Euro capital 
issues. Cirasim Industries’ board of directors 
has just announced a proposal to issue Euro 


The Week's Companies lukht 


Financial Indicators 

( eniury 

Enka 

Garware Nylons 

Hotel l^elaventurc 

March 

1991 

March 

1990* 

March 

1991 

March 

1990* 

March 

1991 

March 

1990 

fneome/expensei /profits 







Net sales 

3.3818 

34043 

9251 

14762 

2(K)4 

1581 

Other income 

1008 

1131 

146 

166 

5 

1 

Raw materials consumed 

IM24 

15696 

4882 

7274 

211 

146 

Power and fuel 

2782 

2.343 

1442 

1514 

211 

154 

Other manufacturing expenses 

2028 

2028 

539 

679 

III 

90 

l.abour cost 

908 

861 

674 

660 

271 

173 

Other expenses 

6385 

5127 

839 

1432 

610 

52t 

Operating profits 

10337 

12318 

2693 

.3408 

595 

495 

Interest charges 

1766 

1455 

1829 

2073 

365 

302 

press prolits 

8571 

10863 

864 

1338 

230 

193 

Depreciation 

4267 

3714 

673 

892 

199 

IhS 

Profits before lax 

4304 

7149 

191 

446 

31 

2S 

Uix provision 

1900 

1250 

15 

- 


— 

Profits after tax 

2404 

5899 

176 

446 

31 

25 

Dividends Preference 

6 

6 

- 

— 


— 

Dividends Equity 

973 

1038 


-> 

- 


Liahililies/assets 







Paid up capital 

2.371 

1709 

972 

972 

1857 

1857 

Reserves and surplus 

15481 

14700 

1983 

1807 



Long term loans 

33(8) 

3700 

7236 

7644 

4563 

.3617 

Short term loans 

12543 

10046 

4099 

1378 

1026 

576 

Other liabilities 

10447 

7382 

.396.3 

3805 

638 

320 

Gross fixed assets 

45942 

40844 

19161 

18522 

8358 

5869 

Accumulated deprecation 

17504 

13291 

55.59 

64(M 

678 

478 

Inventories 

9630 

6548 

4809 

3977 

311 

159 

Of which finished goods 

4385 

3129 

2978 

2365 

69 

34 

Receivables 

5788 

4141 

1023 

1012 

26 7 

229 

Loans and advances 

7024 

3930 

575 

490 

155 

195 

Cash and bank balances 

266 

204 

185 

176 

36 

201 

Investments 

525 

912 

235 

229 

125 

125 

Other assets 

272 

46 

— 

— 

108 

26 

Total liabilities/assets 

44142 

37537 

18253 

15606 

8084 

6370 

Kty financial ratios 







Turnover ratio 

0 65 

0 75 

0.45 

0.82 

0.25 

0 25 

Return on sales 

25 34 

31 91 

9.34 

906 

11 48 

12 21 

Return on investments 

19 42 

28.94 

4 73 

8 57 

2.84 

3 03 

Return on equity (S) 

13 54 

35 95 

5.% 

16.04 

1 67 

1 35 

^rning per share 

103 

262.18* • 

1.81 

3.67 •• 

0 12 

0 10 

Dividend (S) 

49 

62.5 

— 

18.72 

— 

- 

Book value per share (Rs) 

767.63 

987 82 

30.40 

28.59 

9.01 

8 92 

Current market price 

54(K) 


55 

— 

65 

— 

P/E ratio 

52 43 


30 39 

— 

541.67 

— 


For a period of 15 months ** Annualised 
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equity of a value of S75-IOO million. Reliante 
Industries is all geared up for issuing its 
securities abroad and is expected to unfold 
details at an extraordinary meeting ol the 
general body of shareholders scheduled for 
April 7. 

A host of companies meanwhile—Reliuncc, 
ITC, Essar. Ceat, Apple Indusiiics, 
Fairgrowth, Peerless, Classic I inaiicc, Wei/- 
man, Lloyds and Koiak Mahiiidra, promi¬ 
nently among them -arc diassing up pio- 
posals of setting up mutual I uiids, while at - 
cording to Ashok Dcsai, chicl consultant, 
ministry ol finance, 80 piit.iic sector com¬ 
panies have applied to the goveirimcin loi 
permission to set up miiiiiul tunds 

Corporate investments now being an¬ 
nounced by the managements ol companies 
are in respect of diverse and mon varied 
fields of activity and include a leverage in 
exports as is decided under the government’s 
new policies. For instance. Hay 1 iiiers ol 
V S Pra.sad Reddy ts exploring the prospects 
ol tuna fish for exports in collaboration wiili 
one of Japan’s five leading companies in the 
held of marine products, Lloko fishing 
Company, and is setting up in collaboration 
with It a 100 per cent export-onenied unit 

Godrej and Boyce Manufacluiing Com 
pany is establishing a Rs 120 crorc joint ven 
lure m India with General Electric ol the US 
in the name of Godrej-GE, Appliances lor 
the manufacture ol General Electric dome¬ 
stic appliances for the home and export 
markets Herdillia C’hemicals and Maha 
rashira Petrochemicals Corporation are 
jointly selling up a Rs 21 SO crorc project 
m the name of llerdilha Polymers lor 
manufacture ol polybutenes (I’BSJ m the 
MIIK'-TTC’ industrial area at Fhaiic iii 
technical collaboration with l ina Icchiio 
logy ol the US, which belongs to ihc wculd 
renowned Pcirolina group 

Ihc capital market, meanwhile, is waiting 
for Mangalore Refinery and Peliochemicals 
to come into ihe maikcl and make iis capital 
issue ol Rs 1,142.66 erore which will be the 
biggest ever by any one company At the 
same time, the Rs 1(K) cioie GIN guiuj' ol 
Ihe I'aiodias is opening ils dooi lo ihe public 
finally, with a group comiianv. Perfect Spin 
ners, proposing lo cntci the imtikel with a 
capital issue to the public Gii ilic slock 
markei, in the meantime, tmaiice compaiiv 
shares have been the Ic'remosi lo ajipns i.iic 
after the budget 

Indeed, winds ol change have been swc*ep- 
ing since the budget from .ill diieclions 

CENTURA LNKA 

Depressed Margins 

WITHIN a month, that is, before the close 
of April, the boaid of directors of Centmv 
Enka will be announcing the company’s 
results for the year ended March 31, I9V2 
But Ihc first-half re.sults of the company lor 
the period April lo September 1991 were still 
disappointing, alter Ihe company suffered 


a setback in profits during the year ended 
March 31, 1991. Gross profit, after interest 
but before depreciation and taxation,' 
amounted Icvwcr at Ks 3,108 lakh compared 
to Rs 4,469 lakh for the first-half of 1990-91, 
although gross sales increased to Rs 26,172 
lakh comp.ired lo Rs 23,919 lakh previously 
Gloss profit lor 1990-91 amounted to 
Rs 8,571 lakh against Rs 10,863 lakh covci- 
mg a pciiod ol 15 months to March 1990, 
and net sales to Rs 33,818 lakh against 
Rs 34,(U3 lakh 

Although the 1990-91 results wcie not ex- 
jclK comparable with the previcvus 15-monlli 
period, ihcv were distinctly depressing, Ihc 
oiitv ledccming Icaiurc being the company 
dec lai mg a slighllv higher dividend /mi raia 
on the shaic ca|HlaI increased bv an issue ol 
2 5 lioiiiis shares. Ihc slide in results is ex 
pkcmc'd In Ihe diieclors as being due lo .t 
“relhmking m government’s policy lowarcts 
the synthetic textiles indusliy”, which, as is 
known, was characterised by steep increases 
once .igam in excise dunes on svnthelic fibie 
and yarn, pariiculailv in ihe wake ol Ihe 
1990 (lull crisis Prices ol raw material, and 
o( caproladum csjrccially, also recorded a 
sluiip iiKicase 

I he dnccicns jxiini ouf in I hen repctri that 
pc>liiiv.al insiabilily and coiisccjneiil law and 
ordci problems during the second halfol the 
ycai aliccled cvfllakc due lo disturbed markei 
conditions and disrujxtion of lrans|xrrlalion 
I'nrcnniiicralivc prices iti relation lo costs 
clcpusscd margins and sirvwcd down giowili, 
both of which laciors the ihicciors stale "will 
have serious consequences on i(ie peiloi 
malice of the conijrany in Ihe near uilure’’ 

Alter Ihe l*)92 91 budget the sviiihclic lc\ 
tiles irulnsiiv has heaved a sigh ol relict 
lollc'wmc’ lavoniable ccmsidcialion shc>wn ic' 
It again m ihc lo,. .,| levies hv Ihe finance 
minister Hut the eha.igc lor the bellet ts ncit 
likch to be seen in the results tor lire veai 
ended .March 1992 Hut since the change is 
now sc'cn, and as the next ycai’s residis can 
be showing an improvcmeni, the c oinpanv’s 
cqmiv shaic has been appicciatitig allei ihc 
budgi'l I'll the -lock markei 

(lARWAKl NMONS 

forking Capital 
Shorta^L* 

< iXKWARI N3T f)NS Sc 1 ip also is improv¬ 
ing or; Ihe market, although due to an 
•nlveise vxc'rkmg the company was obliged 
lo waive Ihc div idend lo the shaielioldcrs lor 
llic yvai ended March 31, 1991 Ciaiware 
Nvion’s picvioiis financial period also 
covered I'' months But the 1990 91 results 
showed a precise trend downwards, with the 
pioduclion of synthetic filament yarn itself 
amounting to only 9,014 tonnes as against 
13,267 tonnes during the previous 15-monih 
period 

I he directors explain the drop in produc¬ 
tion as having been due to as they stale "un- 
>'r<teilcnted developments” affecting the in¬ 


dustry and the general economic conditions 
in the country during 1990-91, as because*or 
that production, sales and profitability were 
severely affected while the company also fac¬ 
ed an acute shortage of working capital (sec 
sharp rise in short-term loans from Rs 1,378 
lakh to Rs 4,099 lakh in table). 

‘‘fhe company was compelled to curtail 
production and operate partially, which 
substantially affected profitability;’ the direc¬ 
tors observe However, the project pertaining 
to expansion of polyester filament yarn 
capacity (the installed capacity showing an 
increase liom 10,428 tonnes to 12,000 tonnes) 
was completed during the year, and to 
finance which the wmpany proposed a rights 
issue ot Rs 9.72 crorc ol partly convertible 
debentures of a face value of Rs 50 each. 

With more production in the present bel¬ 
ter ciiviionmeni, the company can be show¬ 
ing improvement in results in the future 

HOTEL 1 I El AVLNTURE 

Belter Days Ahead 

HOflT 1 EFl AVLNTURE has remained 
still in the red, declaring no dividend to the 
shareholders, tlunng the vear ended March 31, 
1991, even as Ihe company’s chairman, 
C P Kiishnan Nair has talked eloquently 
about Ihe opening ol Ihe prestigious Leela 
Beach Reson piojert in Goa on September 29. 
1990 

In (he directors’ lepion under hi.s signature. 
Nan states "Mthough (>ur resort was very 
hcasilv biiokcd foi the period commencing 
Irom (Vlobci 1990. Ihc arrivals of foreign 
lourisis weic caiisclled due to the tension 
aiising oiii of the f/ulf crisis. We had, 
iherctoic, taken steps lo inaikcl Ihe resort 
lor domestic loiirisi and conicrencc seg¬ 
ments Alihougli we could get some busi¬ 
ness, the overall operations of the resort 
rcsorded loss due lo Ihc poor occupancy.” 

fhe yeai 1991-92 is seen by Ihc directors 
as pioinising "We have started!’ the direc¬ 
tors state in then report, “receiving book¬ 
ings I lorn the foreign lour operators and 
have excellent Ivookings from the conference 
segments. We expect our report to turn out 
better working results during the current 
vear ” 

Boost tor the hotel industry, after the last 
year’s devaluation, is .sr’cn to be coming from 
the partial convertibility of the rupee an¬ 
nounced in the latest union budget. Better 
lesults of Hotel Larelaventurc are expected 
by the directors due to this score as well. And 
this explains why the company’s share is 
quoting at a price ot Rs 65. after an upward 
revision of Ihe ratio of rights issue from 1:5 
la 1.2 was decided at the extraordinary 
general meeting of the company which was 
held on April 19, 1991. 

The rights issue, besides, was proposed by 
the company to cover an overrun in the pro¬ 
ject cost of the Leela Penta Hotel extension 
in Bombay and the Beech Resort project in 
Goa. 
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IN THE CAPITAL MARKET 


Dyna Lamps and Glass 

DYNA LAMPS AND GLASS WORKS 
is one more venture by P Obul Reddy in 
electricals field, after he successfully 
established Indo National and Dyanavi- 
sion, besides Apollo Hospitals, Indo 
Matsushita Carbon Company and Indo 
Matsushita Appliances, all of them 
having noss turnovers amounting in some 
crores His latest venture Reddy is 
establishing jointly uilh the lamilnadu 
Industrial Devclopmeni ( oipoiaiion ai 
the Si|x:oi industrial coniples in ( hengal 
pel distnci, Tamil Nadu With Rs 18 72 
cTorc of an csiimaled Rs 46 2^ cioie 
outlay having been espended already, the 
project IS scheduled lo go into cominei 
eial production in the thud i.|iiariei ol 
this vear '[ he proieci is ambitioiis in both 
eMcnl ol pioduelion and length ol Imaii 
cing lor which a dcbl-eqni'y laiiool 1 2 I 
IS envisaged w hile the eoinpany is avail 
iiig ol a loreig,ii eurrenev loan ol Rs It 74 
crote Production is to cover mamilac 
luie ol 9 8 million ol lliioiesceni tube 
lamps, 22 millinn glass tubes, 26 50 
million gas lighting svsieni lamp shells 
and 8 6 million geiieial lightine svslein 
lamps Iheie is an cspoil conuniimeni 
ol about 24 6 pei cent ol the tuiiiovei in 
loui years lo allow ihe company lo avad 
ol Ihe concessional 2' pei cent iu,uims 
duiv on iiiipvirt ol capital goods 1 he 
project IS esjic'cled lo earn .i nel prolii 
in l99Ty4 It IS being sel up ni technic,il 
collaboration w iili ( oniing I ngiiieeiing 
ol the l<S and S.ilc Iilnev lechiinhiav 
(Badales Ihvision) ol the Uk ( orniiig 
IS providing Velio' teehnologv, winch wnll 
be brought into use loi the iirsi time in 
Ihecouiitiv, lot Ihe manii lacluie ol gla<s 
tubing I he Ilk company’s Badales iJivi 
Sion IS prcwiding high s|ieed lamp 
assembly system lor ihe inaniilaelure ol 
quality lamps Plain and inavhiiiciy 
claims Rs .t0li<> clou o| Ihe pioied 
outhay ol ks 46 2''V role, vv hih ihe means 
ol finance iiuhide Rs IS to^iou oi sh.iie 
capital, Rs II 21 ciou ol iiipcv lei in 
loans, Rs l,t 74 cu'ie ol loieign ciirrciiev 
loan, Rs 2S lakh bv way ol :.iie subsidy, 
and the balance Rs ’’5 ciou bv w.,v ol 
retention ol I,*! pei leni ol es^css 
subscription lor the capilat issue ol 6s (is 
lakh equity shaie-. ol Rs 10 caih ai pai 
made presently, Ihe "Issue opens on 
March .10 and is scheduled lo close the 
earliest on April .1 

Satguru Agro 
Industries 

SATGURU AGRO INDUSTRII S is is 
suing 19.80 lakh equity shares ol Rs 10 
each (Rs I 98 crorc) al pai for subserip 
lion. It is setting up ai Chineholi in 
Sholapur district, Maharashtra, a 2(K) 
tonnes per day solvent extraction plant 


and a 2S tonnes per day edible oils 
rclinery. The project will yield annually 
as by-products 52..500 tonnes ol deoiled 
cake. 7,2{X) tonnes of edible oil and 3(K) 
lonnes of soap stock It ts expected to go 
into commercial pioduction in Oclobcr 
this year Outlay on the prvijecl is 
estimated at Rs 472 lakh It is ki be 
linancecl wuh Rs 142 lakh leim loan 
sanctions by Sl( DM and cquiiy luiids 
ol Rs 140 lakh, comprising Rs 02 l.ikh 
promoieis’ coninbuiion and Rs 198 lakh 
public issue I he mmpany is piomolcd 
hy ihe khelaii gunip ol Shicc'gopal 
kheian, Vijay khel.iii .mcl k.unal kheian 
who aie eng.iged in civil vonsli uclioii and 
irading aviiviiies 

Everest Eenienl 

I VI RLSl C I Ml NI isollcnng Rs 180 
lakh wcirth equilv shares ol Rs 10 cadi 
.11 pai tvir public suhscriplion loi a (><),(8)0 
lonnes pei annum oidinary porilaiid 
mini-cemeni plant il has sel up m Vcoim.il 
districi, Mahaiashlra Ihe plain is 
loc.iled III I) plus' lype backwaid a'ea 
and c.ilegoi ised lieiicc as a pioneei uml 
to qu.ihiv loi ihc subsidy and .ill olliei 
benelils avuilabh loi iiidusiiies in .■ 
backw.trd aiea Ihe cost ol the [iioievi 
IS esimialed ,ii Rs o 95 cioie .iiul it is U' 
be met wuh equuy limds ol Rs 180 
viorc, coihIiiioimI loan cM Rs x ,8- ^unc 
and capil.il incciih.es ol Rs 01 lakh Ol 
Ihc eqintv Innds, Rs 2 cioie is suhscidied 
bv die ptcimoleis and ihv balance Rs 1 80 
ciorebv the public Ihc coiiqi.mv is pro 
moled h\ I* 1 .ilin.idi R.ij.i, who ic iiv 
I iiaiim.iii .ind lu.m.iging due, loi 

Voltas 

VDI lA's 1 '. issuing l.M.ki.OOh 14 pei cciil 
parilv I onveit ible debeiillire's lit Rs 1(81 
each al par Im a lulal ol Rs 114 Kvcuue 
as lollovvs (O III I'liiiilV sli.neholdcis on 
1 igtil I bao Rs 99 :’(i ciou, (ii) to dnec - 
tills employees ol ih, companv Rs 4 9(i 
crorc, and (iii)lo non rcsideiil inchanson 
re|iah i.ilioii basis by wav ol pnsaie 
[ilaccmeiil Rs 10 time 1 he debentures 
will h.ivc a c'onveiiible part ol Rs 6(1 
vvhieh will be convened nilo one cqinlv 
share ol Rs 10 at a premium ol Rs 50 six 
monihs Itom the date ol allotment ol the 
debentures I he non-coiiveriible part will 
be ledecmcd allei seven years Voltas 
plans lo incur an expendiiuic ol Rs 165 
eroie over the next three yi ais on expun 
Sion ol Its leltigeialoi plant al model 
msation ol the evisimg inaniilactutmg 
I.K'ihlies at fhane. rehabilitation and 
diversilicalion ol the clieniieals plant al 
Rdiancheru in Andhia I’ladesh, expan 
SI HI ol Ihe bc-seiagc' plan! ,ii Kolia, selling 
up ol new bevc’iagcs plafilV and addi- 
limial mvesinients in subsidiaiy and 
a‘s(Kiaie companies Ol the piojevtcd ex¬ 
penditure, Rs 114 16crorc will come Irom 


the proceeds of the presem debenture 
issue and the balance of Rs 50.84 crore 
Irom internal generation. Voltas showed 
a gross prolii of Rs 47 erore in 1990-91 
on a turnover of Rs 784 erore and a pro¬ 
fit before tax of Rs 21 erore and paid a 
dividend ol 27 per cent lor the year. In 
Ihc 10 months ending January 1992. sales 
showed a rise ol 19.8 per cent over Ihe 
eoiicsponding previous period The 
dcbeiuurc issue has opened on March 25 
and will close on April 24 

IViiTiurtee Fertilisers 

TRIMLIRI tL H RTII ISLRS is issuing 
41,20,0(X) equity shares ol Rs 10 each al 
par Im a total ol Rs 4 12 crorc, of which 
18.12,(8)0 share's are being oficred lo the 
Indian public The issue opens on April 7. 
I’lmnoied by B Nath aniJ R .A Dubey in 
1984, the company has a plant al 
Bhogmpur in Ut’ to nianulaeliirc 13,000 
1 PA ot sulphuric acid and 66,000 1 PA 
ol single superphosphate In 1990-91 it 
lec'ordcd a turnover of Rs 17.16 crore. 

I he company has undertaken an expan¬ 
sion and diversilicalion project al a total 
cost ol Rs 12 95 crorc to expand the 
siilphuiic acid capac'ilv lo I,IX),0(X) TPA 
and the single superphosphate capacity 
to l,12.(8)0 TPA and to set up a new plant 
toi maniildcture ol oleum with a capaci- 
IV ol 16,5(8) 1 PA. Apaii Irom Ihe equity 
issue ol Rs 4 12 crivre, Ihc project will be 
linanced ihiough term loans from finan¬ 
cial msiiiulions ol Rs 8.61 crore. H B 
Poitloho I easing and Industrial Finance 
(. oT|xvraiion ol India (Merchant Banking 
Division) die the lead managers to Ihe 
issue 

Paiikaj Agro Proteinex 

RANK \ I At.KO PROI ( INLX’scapital 
Issue Im publis subscription amounts to 
Rs 18(1 lakh III 18 lakh equilv shares of 
Rs 10 each al par 1 he company intends 
lo lelaiii excess subscription up to 15 per 
cent II IS piomoted by Pravinkumar 
Patel and keshavlal Patel, who have suc- 
vessliilly promoted two ventures, Pankaj 
Oilcake Indusines and I’ankajOil Mills, 
whose ininover during Ihe year ended 
Match 11, 1991 colleciively amounted to 
Ks 27 16 croie, including Rs 6.62 crore 
hy way ol exports, and pre-tax profit to 
Rs 98 80 lakh Pankaj Agro Proteinex is 
establishing in Udaipur, Rajasthan, a 400 
lonnes pci day solvent extraction plant 
and a 10 tonnes per day vegetable oil 
icimery al a com ol Rs 680 lakh The 
ouilas IS to be financed through a term 
loan ol Rs 220 lakh Irom Ihe IFCI, Rs 75 
lakh ol another term lc)an from Bank of 
Baioda, Rs 75 lakh ol unsecured loan 
liom ihc promoters and (heir business 
associaies, and Rs 110 lakh of equity 
luiids, including Rs 180 lakh of pro¬ 
moters’ share 
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CIVIL LIBERTIES 


Local Bodies Cannot Sue for Libel 

A G INoorani 

In India the Criminal Procedure Code was amended id provide a 
special procedure for prosecuting persons who have defamed 
‘public servants’ in respect of their conduct in that capacity. In 
this context the recent judgment of the English Court of Appeal 
on the disability of a local authority to sue for libel is of 
relevance to us. 


THE judgment of the English Court ol 
Appeal on Februaiy 19, 1992 on the 
disability of a local authority to sue loi 
libel is of great relevance to us because it 
rests on a ground which the courts ui 
India fully recognise—freedom ol expres¬ 
sion. The court ruled that a local aitlhori 
ty does not have the right to piolect its 
reputation by suing lor libel because such 
a right would inierlere with the tight to 
freedom of expression. It, howevei, has tlw 
right, recognised by the law ol torts, to 
sue for a malicious lalschood The court 
held that this right gives a local body all 
such rights as are necessary in a demo¬ 
cratic society to protect its reputation. 

The libel is also a ton; that is a civil 
wrong punishable in damages lint the 
plaintiff need not piove malice at all 
though malice does aggiavaie damages A 
statement of fact which is simply untrue 
and harms the plamtilTs reputation is ac¬ 
tionable. In the case ol comments, as 
distinct from an allegation of lact, the 
defendant can prove fan comment made 
in good faith on a mattei ol public- 
interest. Bui when a specific allegation is 
made the facts must be proved. l,ack of 
career inadvertence is no defence, in the 
United States the Supreme Court ruled 
that where public figures arc involved 
proof of actual malice oi constructive 
malice—an utterly reckless mdilfciciicc lo 
the truth— IS necessary What the Court 
of Appeal has done is to extend this test 
for the first time thiough only to libels ol 
local authorities, not public figures 
Morcovei, individuals witliin local bodies 
can sue for libel 

In India, both, the law of dclamaiion, 
civil and criminal, as well as the law ol 
contempt of court have yet to be tested 
on the anvil of the lundamcntal light to 
freedom of speech and expression em¬ 
bodied in Article 19 (I) (a) ol thd 
Constitution 

The facts ot the case are interesting 
The Sunday Times had published articles 
questioning the propriety of certain iii- 
vestment.s involving a county council's 
superannuation fund. The court held that 
in law any corporation having a corporate 
reputation is capable of being damaged 


bv a dcfaniatoiy slaierneiit But the court 
lelicd on Article 10 of the I uropean ( on- 
vention lor the Protection ol Human 
Rights and I undamcntal I reedoms as also 
Article 19 ol the UN’s International Cove¬ 
nant on Civil and Political Rights, which 
India has laiified. These piovisions cm 
body the light to Ireedorn ol speech. 1 he 
couit’s reasoning is most instinctive It 
said that the right to “liccdom of expres 
Sion included Ireedoni to iinpaii ml'oima 
non and ideas wiilioiii iiiicrlercncc b\ 
public aiilhoiitv 

“1 he court was requited to balance the 
right It) Ireedoni of cxpicssion and such 
rcstiiclions as were necessary in a 
democratic society foi the piotcciion ol 
a non-iiadmg corpoiaiion which was also 
a public authority. If the council could sue 
for libel so could other government 
departments with corporate status; foi ex¬ 
ample, the secretaries of state for defence, 
education and science, environment and 


social services. 

“The law reports in the United Kingdom 
-and other Jurisdictions contained many 
statements emphasising the importance of 
the right in a democratic society to be able 
to criticise Ireely the conduct of affairs by 
public aulhorilics. 

“If a corpoiaie authority was unable to 
sue foi libel it was, however, by no means 
without a remedy: first, its actions would 
necessarily be those of its officers since, 
being a legal fiction, it could only act 
through the instrumentality of human 
beings. The light lo sue for malicious 
falsehood gave to a corporate public- 
authority all such rights as were necessary 
m a dcmociatic society, that is, for which 
there existed a pressing social need, for the 
protection of its reputation. It did not 
need, lor that protection, to have the right 
to sue in defamation and thereby be able 
to stifle legitimate public ciiiicism of its 
tictivities." 

Our C riminal Procedure Code was 
amended to provide a special procedure 
lor piosecuting persons who have defam¬ 
ed ministers and ‘public .servants’ in 
lespcct of their conduct in that capacity. 
A Sessions Court can take cognisance of 
It directly without a committal order by 
a magisiiate on a complaint by the public 
prosecutor 1 his is embodied in Section 
199 (x) of the new code which came into 
force in 197.T Even the raj did not con¬ 
sider It necessary. The provision puts 
public figures on a pedestal instead of 
treating them the way the US does. 
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Calcutta Diary 

AM 

Barring a few exceptions, the comments on Pakistan’s success in 
the World Cup in cricket in the Indian newspapers have been 
uniformly surly. As if the Pakistan team had achieved a sneaky 
success. Is it just the narrowing of the mental hori^on which 
events since the 1940s have caused and which is responsible for 
the curious structure of syllogism according to which any 
Pakistani achievement is identified as a major Indian setback? But 
conceivably there is a bit more to it. 


IN ihe crowd of nine teams competing lor 
the World Cup in cricket, four were non- 
white. The We.st Indies did not make it to 
the knock-out stage, nor did India and Sri 
Lanka. Only Pakistan did The Pakistan 
team included a few old war horses as well 
as some young colts. In the beginning, 
they did not blend well. The team was also 
dogged by iniunes. The mam Pakistani 
strike bowici, Waqar Youriis, had to leturn 
home because of a back injury. Javed 
Miandad would pop in and out ol the fix¬ 
tures; he too had a longstanding back 
strain. Kamee/ Raja, the marvellous open¬ 
ing batsman, had multiple physical com¬ 
plaints, and had to miss a number of 
crucial matches finally, the captain, 
Imran Khan, kept playing through sheer 
willpciwcr. He was siilTering from intense 
muscular pain in the shoulders, that apart, 
he IS nearly loriy, and his reflexes have 
slowed down His bowling arm has lost 
three-quarteis ol iis cflectivencss, it wa^ 
cortisone shots which enabled Imian 
somehow to stay the stretch 

The competition’s initial stage was most 
disappointing lor Pakistan They lost 
most of the matches in the early round 
robin phase Of India’s two victories, one 
was at the expense ol /.iinbabwc, in a 
match interrupted b; rain; the result was 
decided on the basis of 'he calculated run 
average. Bui. considering the manner they 
were batting, had the /imbabwean team 
had the oppoiiuniiv to play the originally 
stipulated number ol overs, they, m all 
probability, would have vanquished India 
The Indian team’s only authentic victoiy. 
surprisingly, was over Pakistan. On that 
particular day, the Pakistanis were out¬ 
played in all ih" departments of the game 
Their listless perlormance lent credence 
to the belief that the team would scratch 
out soon. Certainly lew imagined at that 
moment that the l^kistanis had ii in them 
to fight their way back into the penulti¬ 
mate round, and, then, in that fantastic 
semi-final against New Zealand, win so 
brilliantly, belying all odds. 

They confounded everyone. Imran 
Khan is a natural leader. While the team 
was faring badly in the eagly matches, the 
press back lK>ine in Karachi and Lahore— 


particularly in Karachi—started making 
snide comments on why it was expected 
of old soldiers to fade away gracelully 
Imran’s determination however did not 
fail him, nor was there any wavering of 
the loyalty of his colleagues toward him. 
l-aith in their potential strength bound 
them together. And also a certain pride, 
which was piiceless m quality, whatever 
measuie you apply. If only they could 
cohere as a team, each of them giving his 
best, each ol them inspiring the others to 
give their best, they could, they told 
themselves, still storm their way into the 
penultimate and ultimate rounds. Which 
they did The New Zealanders had won, 
comfortably, over each of the other seven 
competing teams, including tnglaiid, 
which some had adjudged as the best ol 
the lot In their final fixture of the round 
robin lormat, they were however crushed 
by Pakistan; a scintillating unbeaten cen- 
lurv by Ramee/ Raja, and some deva.sta- 
iing bowling by Wasim Akram and 
Mushtaq Ahmed and Pakistan were 
ihrongh A couple ol days later was the 
repeal match with New Zealand, in wtiai 
will henceloith be leckoned as one ol the 
greatest onc-dav matches ever played The 
sagacity of .laved Miandad, who kept his 
cool through the critical linal overs, and 
the biilliance ol the nonchalant wielding 
ol the willow by that young coll, 
in/amain-ul Haq. will remain etched m 
memory lor yeais cm erid 

The Indian team lei' by the wayside, 
much earlier, wiihoui even making a 
squeak The moods West Indians are still 
in the process of building anew then leant 
now ihai the era ol Viv Richards, Ciordon 
Cireenidge, Malcolm Marshall and the 
other greais is over; the side they fielded 
lacked both experience and stamina. The 
Sri Lankans, as iheii manager put ii so 
succincily, preferred lo play some variety 
ol village green ciicket: charming and at- 
tiactive 111 patches, but they never dug 
themselves in, their temperament was 
much loo brittle. 

In this milieu, ihe Pakistanis saved the 
honour ol the I bird world. Going by its 
inception, cricket is a colonial game par 
excellence. The West Indians were the first 


to prove how, even in this supposedly im> 
perial game, the scales could be reversed 
completely, and the whiteys made to kiss 
the dust. During the entire post-World 
War II period, the performance of the 
non-white countries playing cricket moved 
along a consistently rising curve. On 
several occasions, the test series between 
the all-conquering West Indies and one of 
the hly-white Commonwealth teams such 
as Lngland or Australia resulted in a total 
‘black-wash’. This was in fact one major 
factor which hastened racial integration 
within the former colonial sides. England, 
loi example, learnt the lesson that, to 
counter the genius of coloured cricketers 
from, say, the West Indies, they must take 
in a few cricketers from the migrant col¬ 
oured population; it would also be a good 
educational process if one or two West 
Indians or Pakistanis or Indians were in¬ 
vited to play in the county.cricket cham¬ 
pionship as members of this or that team. 
This IS how the opportunity came the way 
of the lewises and the de Freiteses to be 
picked for the English test team, a long, 
long millennium away from the lime 
which scandalised the prim Thatcher- 
minded Britons: how could a Raman Sub- 
ba Rao and a Basil D’Oliveira, out and 
out blackics if one were to trace their 
ancestry even perfunctorily, ever represent 
England? 

I'hosc hoity-toity days arc gone and 
bulled Especially to the West Indians, 
ciickei IS cuireritly like home grown 
coconut water and home brewed rum. 
Without Ihe presence of Ihe ‘coloured’ 
teams, cricket, everyone now accepts, will 
lose most ol Its savour. The West Indians 
pioved ihemselves equally adept at the 
limiied-overs one-day games. On the in- 
iroduciion of Ihe Woild Cup competition, 
iheir team lifted the Cup on the first two 
occasions, in 1975 and 1979. In 1983, what 
a pleasant surprise, it was India’s turn to 
show that while they all along possessed 
Ihe latent skill, only if they could add to 
II some gni, they loo could emerge cham¬ 
pions in a game which was once the white 
man’s preserve. The wheels of fortune 
turned a little in 1987 when India and 
Pakistan jointly hosted the World CujS: 
their sides were favourites to enter the 
final, but England and Australia beat 
them to the post. Even so, some doubts 
persist whether, on overall form, Pakistan, 
if not India, had not the best team in the 
compefTtron. 

In this year’s World Cup contests, how¬ 
ever, teams from the non-white countries— 
South Africa is still quintessentially 
white— failed lo come into serious reckon¬ 
ing. 1 he speculation about likely finalists 
concentrated on the white Common¬ 
wealth teams. The Australians were the in¬ 
itial favourites, but they petered out. 
England and New Zealand stayed the 
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course. Right from their first matches, 
they led from the front, winning game 
after game with a rare consi.stency i oth 
teams reached the semi-finals with asto¬ 
nishing ease. An even greater surprise, 
those rookies, the South Africans—who 
were permitted te-eniry into the inter¬ 
national cricket arena following the 
understanding reached between the 
Pretoria administiation and the African 
National Congress—-also succeeded to 
reach the semi-finals. Which would be the 
fourth team to make the semi-final grade 
was a toss-up till the very end. Not West 
Indies, not India, not Sii i anka, it was 
Pakistan who made it, making the pro¬ 
portion of the white to the non-whiie sides 
at the knock-out stage 3.1. The honour of 
the non-whiie contingents was already 
partly salvaged; f*aki.sian’s bla/ing victory 
in the semi-final has now ensured.the full 
salvaging of that honoui. These lines are 
being written on the eve of the final 
scheduled lor Wednesday, March 2.5. 
Should Pakistan lail to hit the Cup, at 
least the cricket-playing non-vshuc nations 
would still have (he satisfaction that, m 
the final bailie lor the Cup, they did not 
go altogethei unrepresented, and in any 
event Pakistan had already managed to 
hold aloft the flag ol the third world. 

This is preci.sely why the reaction in the 
Indian media is so pu//ling There should 
have been celebratory epistles composed 
on Pakistan’s success. Our team caved in. 
but, never mind, the I'akistanis have paitly 
atoned for our failure, they have given the 
whiteys some e,\tra cause loi eoneern, who 
knows, with luck, Ihc Pakistanis nnghi 
pull il oil and bring the Cup to the sub 
continent Would not that be wonderful, 
especially in the light ol the disappomi- 
meni in NK?, would not such an achieve¬ 
ment instil III tnir own bovs the eonndence 
that, while they did not succeed this time, 
there will he in future othci challenges for 
them to siiimoiini. it only they appheil 
themselves, worked haul and with dedica 
lion, did adequate justice to then talent 
major successes would visit them too In 
the political arena, we have no giieslion 
a few hlllc local dilficuliies w ith Pakistan 
This is however not the occasion to lake 
those up. Rather, we should be deliiious 
with |Oy because ot Pakistan’s success, 
and convey out warmest leheitatuins to 
Imran Khan and his team-mates We ate 
in It togethei, brotheis, the baton that slip 
ped from oui grip ihc Pakistanis puked 
up, they ran the strcicli, and heal the test 
of the crowd. The superior sounding 
whiteys have been pul in then phue. By 
showering accolade on the Pakistanis ni 
this mannci, we wtiuld in fast he indiiesils 
invoking our own latent powers I he West 
Indtans did it in 1975 and 1979 V\e did 
it in 1983. The Pakistanis aic on the verge 
of repeating our success nine years later 
There is, let everybody know, no stoiipirig 
the third world. 


Alas, neither the Indian newspapers nor 
cricket veterans indulging in the privilege 
of writing syndicated columns have been 
charitable enough to expiess sentiments 
along these lines. Barring a few excep¬ 
tions, the comments are uniformly surly. 
As if the Pakistan team has achieved a 
sneaky success; as if, much more than on 
account of their own capability, it is the 
inexplicable failure ot the Australians, oi 
the ru/7y nature of perloimance on the 
part of the West Indies team, or the deci¬ 
sion ol the New Zealanders to concede the 
match to the Pakistanis because they 
wanted to avoid playing the semi-linal in 
Sydney against the Australians as their 
piobable adveisaiics, which catapulted the 
Pakistanis to the semi-finals As il' the 
great scmi-linal which the Pakistanis have 
just won against New Zealand is also noth¬ 
ing ;o write home about. As il Pakistan 
did not leally deserve tl, as it Imran 
Khan’s inspiring leadeiship, Aaqib's 
rnnsiaid-sharp bowling, In/antarn-ul Maq 
and Ranietv Raja’s magmi'icent bailing, 
Javed’s meticulous strategy in the lield, 
none ol these is worth a brass iailhmc' 
Yes, the Pakistanis have slipped into the 
linal, but, going by the comments publish¬ 
ed m the Indian piess, then advance com 
jsares with the perambulations ol the 
lesiament-desciibed thieves in the night 
I heie IS not one mention ol the lad that 
while oiheis lumhied and stumbled, the 
Pakistanis succeeded in reminding the in- 
scribcts ol the lecord books that the thud 
world cannot be wished away 

Is It just the nariowing ot the mental 
horizon which events since the 194(K have 
caused, and which is responsible loi a 
curious struct me ol syllogism according 
to which any F’akisiani achievement is 
idcniil'ied as a major Indian setback’ 
Conceivably there is a bit moic to it 
Indians loo aie not lacking in coiniKliiive 
clan, they loo banket afiei success. Ii is 
hovvevei a veiy specilic kind cd success 
ihcs aie alter rhev, like noimal human 
beings, are not averse to the ulliiietnenis 
ol lame and gloiy which are joinl pro 
ducts of success 111 competitive games But 
such I'.inie and glory are, to many amongst 
them, no mote than a conduit, a conduit 
to the cat miig ol lucre, lots and lots lucic 
Once a solid sporting success is achieved, 
money Marls llowing in from dillerenl 
directions The bank accoiiiils as well as 
unaccounted liiiuls aeeruing nut only to 
the iilayers swell, others too bask in the 
achievemciii, including jouinalisis, bioad- 
casteis, iclecasicrs, people lioin theadvei- 
lising wot Id. and generally the whole 
species belonging to the world ol con 
sumei culiuie All this bonanza will now 
be the |>ierc>gaiive of Pakistan, the Indians 
can only suck then thumbs, disappoint¬ 
ment writ large across their countenance. 

Untoriuiuicly, it is not just disappoini- 
iiicni, blit plain, old-fashioned envy as 
well, envy lor the pots of money the 


Pakistanis will now gloatingly count, and 
of which we Indians will have no share. 
Our captain, the team manager and the 
commenting .scribes have been all wrong 
in their assessment. The non-success of 
the Indian team had little to do with the 
inability of the players to strike a consis¬ 
tent form. That is only a superficial 
analysis; the real cause of their indifferent 
performance lies elsewhere. As honest-to- 
goodness Indians, our players were merce¬ 
nary to the core. They knew that whether 
they played well or badly, a tidy sum was 
already coming theii way by virtue of their 
inclusion in the team; their vision did not 
quite extend beyond their nose, the fur¬ 
ther gams that could come to them in 
luiure in case they did excellently m the 
World Cup did not impress them. Ar¬ 
chetypal native sons, they had an extreme- 
Iv short iime-prefercnce. All play and no 
work makes Jack a dull boy, so why not 
for a change concentrate on arranging 
business com I acts, such as advertising, lot 
cold cash, textiles oi bathing soap or per- 
lijtnery oi sonic new version ol auto¬ 
mobile tyres? riiai leg spinner from 
Madhya Pradesh, Hnvvani or whatever his 
name, could not have iu>t known the title 
prohibiting display ol advenisemenis on 
the apparel oi on any pan of 'he body in 
the Australian matches. He could not care 
less, he look the field with advertisements 
lor three ditleient consumer products 
emblazoned on his cap, on his shirt Ironi, 
and the posterior ot his pair ol trouseis 
fh'.’ nmpiics were stern, they ordered him 
to lake them oil immediately He fell no 
sense of shame or humiliation. But India, 
the l.<nd ol Buddha and- Ciandhi, was 
hiimihaled bevond measure 

Why navel lull her. the Doordarshan, 
which, on selected days, airanged to 
Icleeast, via the satellites, the Channel 
Nine vommentaiies ol the World Cup 
games, has sonvinctngly dcmonsttaicd the 
baste element m India’s guiding philo¬ 
sophy gieed IS all, the lure ol luerc mu.sl 
iranseeiid all other vonsidcraiion.s. Even 
as It beamed Ihc bonowed telecasts, 
advertisements, which fetched lush, ready 
money, had absolute priority over cnckei 
Cricket was only the pretext, advertise¬ 
ments wcie all The advertisements, once 
they commenced, went on interminably, 
the Pataudi couple flaunting their 
glamour in order to enhance the sale of 
perhaps a special brand of fooiwcai ot 
carpet, Sunil Gavaska; exhorting the 
viewers to go. go. go, exclusively for a par¬ 
ticular Icxiile, a bright young starlet 
waxing eloquent on the virtues ol a hair 
lotion; meanwhile, a couple of wickets had 
fallen, a century was made or prevented 
to be made, or the crucial last five slog 
overs were over and the players had 
retreated to the far pavilion; India recog¬ 
nises only the colour of money, not any 
other finerles. 
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COMMENTARY 


new DELHI 

Structural Adjustment 
Second Thoughts within Government 

There was said to be, to begin with, general agreement, in the face 
of the acute balance of payments crisis, on the need to go to the 
IMF and make adjustments m economic policy. But many 
ministers, particularly those who are Lok Sabha members, have 
now become fearful of the political price they will be called upon 
to pay for the suffering inflicted by the structural adjustment 
programme on all but a thin upper crust of the population. 


A MAKE-BEl IE VE consensus on which 
I he prime minister, Narasirnlia Rao, relied 
for the stability and diiruhility ol the 
minority government which he is heading 
has visibly bioken down I his was empha¬ 
sised drainaticallv by the division on ihc 
motion of thanks to the president’s ad 
dress in the budget sosskui of parliament, 
fhe division may not have given a clear 
advetsc verdict against the government 
thanks to the clevci, even iinscturuiloiis 
management of the voting on the flooi ol 
the house by the C ongress party niana 
gers The opposition panics themselves 
were not sanguine and some ol the op¬ 
position leadeis hesitant anil hall-hearted 
about bunging about such a dcnoiieiiieiii 
But it set in motion a political process 
which has shaken thegoveinmcnl and cast 
doubts on its ability snccesslully to lace 
the many challenges belore it it is no 
longer open to the pi line imnisiei to make 
false claims ol a consensus on eoveniuient 
policies and pcilormance. 

I he tact now si.inds out that ilicic is 
no national oi political consensus on the 
government's economic and si^ia) po|ii.ii's 
and Its foreign policy Behind the lacade 
ol consensual politics winch the pnnie 
minister likes to raise, he has acted right 
from ihc start as if hr enioys a curve hhw 
ihe to change national concetns and com¬ 
mitments on the process of independent 
economic development with at least a 
semblance ol social equity He has also 
wilted, to the dismay ol many, so fat as 
the assertion of India's soveieignty m 
world affairs is concerned 
Narasitnha Rao m his speech in reply 
to the debate on the piesident’s addicss 
w'a.s obvio'isly rattled, though he tried to 
put up a brave front belore his critics. 
What was disconceriing, however, w'as 
that he made a grievance of the opposi¬ 
tion’s ticiichant criticism i'll the pressures 
Irom the international financial institu¬ 
tions and foreign business interests on the 
government. He even suggested that the 


criticism tould result in the withholding 
ol tie' flow ol foicigii credits and invest- 
nieiits to liidi.i But It IS preciselv the 
helpless dependence on lorcign largesse, 
with uiidcccpiable terms and conditions, 
as the panacea for India's many cconoinic, 
social and political liis which is the 
gravamen ol the opposiiiori's charge 
against the government Narasimha R.io 
unwillingly admitted this dependence and 
the vulnerability ol the govcrnnieni to 
loreign pressuics 

The country iscciiainlv having to make 
manv ciilical choices m the midst ol last 
changes, globallv as well as m the coun¬ 
try But gmimiifs ni these conditions 
won't do Theie .ue, theicloic, seiioiis 
misgivings about the 'secret’ diploiiiacv 
and negotiations on the icoidcimg ol 
liidi.a's lorcign lelalions, especialls vvnh 
the l)S, which encompass, besides ec'u ■ 
mu eschanges, suth matters as stia igu 
arrangemciiis whuh impinge on India's 
relations with neighbours, the nc>n- 
piolileMiitiii iieaty, cMirnal sccuiity tmd 
SC) on Vk'nliin Iruhi, the situtiiion in 
.l.immu and Kasinnn. I’uniab and Assam 
and elsewlietc lein.iins disliiibiiig The 
heavv reliance on sciuiitv lorces and the 
dragging m o( even liic aiiny auivelv to 
|om III law and oidei dunes is a rnaitci 
ol concern vvhich esteiids beyond poliii- 
eiaiis <ind adniinistiators lo even officers 
ol the armed lomcs Worse still, when 
narrow gams are sought to be garnered by 
Narasimha Rao loi the tilling parly undei 
the proitciioii ol the lorces ol law and 
order as has been done through the tigged 
elections in Punjab and the management 
ol political affairs m north-east as well as 
Assam and Tamil Nadu, the malaise ol 
the economy and polity instead o( being 
cured is bound to be aggiavatcd. 

I here are reports that some of the 
prime minister’s colleagues in the cabinet 
and the council of ministers and also some 
administrators are beginning to voice their 
dissent with the manner of functioning of 


the government. There was said to be, to 
begin with, a general agreement, in the 
lacc ol the acute balance of payments 
cI ISIS, on the need lo go to the IMF and 
iiiiikc adjustments in economic policy. But 
mans mmisicis, particularly those who arc 
1 ok Sahh.i members, are now known to 
have hecoiiie fearlul ol ilic political pi ice 
they may have to pay when they would be 
callcil upoit. sooner oi laici, lo face the 
people who would admittedly have to sul- 
Icf the adverse impact ivii their livelihciod 
.mil living coniliiions ol the sirucluial 
acliusimeni programme loi at least three 
vears. It not longer. It is not surprising, 
therefore, that the move to increase ler- 
tihsci puces has been stalled, the evil 
policy has been louiid dilliculi to lor- 
imilalc and closure ol loss making public 
sector units, which was announced as iin- 
miiieiii by the linancc inmistei when he 
was eiiscotued with IMf/Woilil Bank 
nidiiagcis at Bangkok several months ago, 
had to he postponed Mote iccenlly, the 
L|ui’stioii ol reducing the liscal delicti lo 
.S jscr cent of ('tOP in 1092 9.1 and cori- 
veisioii ol the IMI's slandv-bv credit into 
a longei-icim cxlciidcil Imaiicmg lacility 
have hc'come issues ot cuniciiiion within 
the govcinmeril and even in the fiiiancc 
ininistry. Ihc prime ministei hitnsell is 
still keen to go ahead with this programme 
ami IS hoping that major political rcsis 
lance to it will not develop because sitting 
•MPs would be aliaid Ki lace a mid-term 
elc'ciioii I hat IS why he coolly declared 
:bc oihei da\ at Saniimketan that the 
g'lviTiimcni would go 'or a large IMF' 
le.a'i unili'i the cxiencled fund facility 
when alre.idv questions had begun to be 
lawed wiilun the gewornmeni itself against 
such a loan with lar sliffer condi¬ 
tionalities attached to it than to the stand¬ 
by credit extended by IMf- last yeai. 

Ill ilic hudgei session ol parliumcnt last 
yeai, il.e prime luiiiisler relied on the siip- 
poii irl lac B.IP, especially its leader m 
p.'.i iianiciit, I K Advani, lor the policy of 
hhciaiisaiioii Bui BJP is turning out lo 
be a shppci y customei There is a lot of 
iC'Cnimeni inside the B.IP and among 
B.IP MPs when they are conITonted with 
the uriplea.sant side-effects lor their consti¬ 
tuencies among the people ol the struc¬ 
tural adjustment programme 1 he left op¬ 
position has bec'ome more outspoken, 
going so lai as to aifnm that it is not 
aveise to a mid teim i'oll. fhe prime 
niimstei has thus to look around for ways 
to firn' up his support base inside the 
Coiigiess(l), but as matters .stand Ihc par¬ 
ly IS lorn by dissensions which are tending 
to surface on many issues and in many 
lorins. The anii-BJP stance of a senior 
minister like Arjun Singh is it.scif an em¬ 
barrassment lot the piime mimstcr. The 
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BJP, on its part, is queering the pitch on 
the Ram temple issue. 

So far as the budget for 1992-93 is con¬ 
cerned, finance minister Manmohan 
Singh invoked a series of myths in order 
to score debating points and impress his 
party. He talked of a three-year phased 
programme for the structural adjustment 
of the Indian economy, beginning with 
reduction in the fiscal deficit in com¬ 
pliance with World Bank/IMf directions 
resulting in a drastic cut in development 
expenditure and absolute fall in industrial 
production. He claimed that in the year 
1992-93 the economy would be back on 
the path ot “high and sustainable” 
growth, which cannot carry conviction 
when growth impulses are being so grossly 
tied to foreign inputs with indigenous 
enterprise, talent and labour emasculated 
in the growth strategy being pursued The 
promise of a “pattern of production 
which IS labour-intensive and generates 
large employment opportunities” to be 
put m place in 1992-93 is a fib when the 
doors of the Indian market are being 
opened loi loreign capital and techno¬ 
logies which are labour displacing and 
which will destroy employment oppoitu- 
nities. 

The most striking leaiiue of the union 
budget for 1992-93 is what may be des¬ 
cribed as the launching of a massive white 
washing operation loi the benefit of the 
huge and piolilerating bl,ick money eco- 
nomy. Unlike the amnesty schemes laun¬ 
ched from time to time in itie past to lure 
tax evaders and black money operators to 
gain legitimacy with special concessions 
and relaxation ol legal rigours within a 
short time Iranie, this budget oilers 
amnesty on a giand scale for the entiie 
black money economy and. those who 
operate in it The legitimate economy is 
placed in the invidious position of play 
ing second fiddle and those operating in 
it are being asked cheerfully to adjust to 
this position This, combined with the 
open door lor unieslricted entry ol 
foreign capital, goods and services is what 
the structural adjustment progiamme foi 
the Indian economy is all about 

The budget pro|xrsals add uf) to a wtu'le 
corpus, fiscal, institutional and legal, to 
promote and achieve this obiectivc The 
reduction ol the fiscal deficit, a key con 
ditipnaliiy ot the IMf stand-by loan, is 
Itself designed step by step drastically to 
dilute the role of the public authoi ity and 
enlarge that ol private enteiprise, Indian 
and loreign, with foreign business inietesis 
enjoying prelerential treatment. The ad 
justment in the fiscal regime with attrac¬ 
tive concessions in direct taxes, especially 
for the top income brackets, is designed 
to make tax evasion not worth the trouble 
with large peisonal incomes and wealth, 
especially in the foim of stocks and 
shares, out ol the tux net. it is also design¬ 
ed to channel community and household 


savings into the coffers of business firms, 
Indian and foreign, to enlarge their ojyera- 
tions and make them more profitable. The 
partial convertibility of the rupee is in¬ 
tended to make the havala market ledun- 
dant and import of gold has been permit¬ 
ted in the name ‘curbing’ gold smuggling. 
But the free market environment will itscll 
greatly help to give a white-wash to the 
black money economy and provide avenue's 
for operators m the parallel economy to 
join the stream of legitimate business 
without any questions being asked. How 
far this process will promote socially 
broad-based and meaningful productive 
activity IS, ol course, a moot point The 
telaxation ol bureaucratic contiols on the 
productive activity of millions and on the 
markets in which those with purchasing 
power have a stake, big or small, high oi 
low IS, after all, one thing; letting loose- 
vested interests in the economic and social 
structure to manipulate the markets and 
maximise profits is quite another The ma¬ 
jority of the Indian population living 
barely at and below the subsistence level 
has, m anv case, neither any stake in nor 
any access to markets to partake of any 
of the gams fioiti their working I he 
market-liiendly structural adjustment 
programme is, after all, designed foi the 
henei'it ol those who are gainfully employ¬ 
ed, can command incomes and have pur¬ 
chasing power—variously estimated to be 
between 15 and 20 pci cent of the popiila 
non The union budget loi 1992-93 is in 
deed a homage to the dual society winch 
has giown ovei the years in India 
Mainstream politics in India, howevei, 
has for long been under the spell ol popu¬ 
lism and It does not seem willing oi able 
to come to giqis with the lar-reaching 
retrogressive features ol the .so-called 
structural adjustment ol the economy 
which IS under way and which the budget 
for 1992-93 is designed to promote. This 
stands out sharply m the reaction of the 
opposition political parties as well as 
within the ruling Congicss( I) itself to the 
budget. I'hc attention is fixed mainly on 
'ome of the Ijscal proposals, above all the 
question of the exemption limit for levy 
ol income lax. This is a matter ol con¬ 
cern for hardly 7 million income-tax 
payers. While government spokesmen talk 
proudly ol Ihrowing a million among 
them outside the income-tax net by in¬ 
creasing the exemption limit to Rs 28,(KX) 
per annum, opposition panics arc voci- 
leroiisly demanding that this limit be rais¬ 
ed further to Rs 48,000. B.IP leader Alai 
Behan Vajpayee is reported to have dec¬ 
lared that the issue, m fact the only issue, 
on which his party would vote against the 
goveininent would be that of raising the 
exemption limit tor mcome-ia. Hints 
have also been given by government 
spokesmen, among them the finance 
miiiisier himself, that, the governmetii 
might show flexibility on this issue to 


secure the smooth passage of the budget 
through parliament. 

It is also di.sconcerting that while the 
government has thought it fit to link 
capital gains to the price index, the op¬ 
position parties are insisting that for the 
purpose of direct taxation too incomes be 
linked to the price index, not the wholesale 
price index but the price index of cereals 
which has recorded a much steeper rise 
than that for other commodities. What is 
missed is that while cereals might account 
lor a big portion of the consumption ex¬ 
penditure of the poor, that is not so in the 
case of even those who fall in the lowest 
bracket of income-tax payers! A more 
socially mcaninglul and economically 
valid view of the impact of the fiscal pro¬ 
posals III the budget is really called for. 

The guiding fiscal wisdom currently is 
that ‘reasonable rates’ of taxes, especially, 
direct taxes on income and wealth, would' 
at once lesult not only m better realisa¬ 
tion of taxes but also in the broadening 
of the lax base by increasing production 
and productivity and enlarging new income- 
generating and employment-creating in¬ 
vestment by the upper clas.ses. But ex¬ 
perience has shown tha; in the environ¬ 
ment ol rising non-development expen¬ 
diture ol the govcfiiiTieni, consumerisi 
ciavmgs ol the upper and middle classes 
and reckless tiscal concessions to the iip- 
pei and middle classes, this logic does not 
work. What has happened in practice is 
heavy loss ol revenue loi the government 
which IS making it moie and more diffi¬ 
cult tor It to rneei its growing expenditure, 
especially expenditure on development. 

1 his IS the essence of the pioblem of the 
growing levcnue and fiscal delicits of the 
government fhe lact really is that olficial 
fiscal policy since ihe eaily 80s has been 
guided by a perverse prclereiice for reduc¬ 
ing the incidence of direct taxes on in¬ 
comes and wealth and reliance increasing¬ 
ly on indiiect taxes, togcthei with market 
boi rowings and deficit financing. Already 
by 1984-85 the share ol direct taxes m total 
tax revenue had declined to 22.6 pci cent 
compared to 26.6 per cent in 1979-80. This 
tilt was subsequently accentuated and the 
share ol diiect taxes in the government’s 
total revenue touched a low of 17 per cent. 
The share of revenue from the non-agri- 
cultuial income-tax in GDP came down 
Irom 1.27 pel cent in 1960-61 to 1.22 per 
ccni in 1989-90. .Side by side, the share of 
direct ta,xes on the agiicultural sector, in¬ 
cluding land revenue, declined from 0.81 
pel cent to as low as 0.19 per cent. The 
lobbies ol vested interests, urban big 
business and landed gentry have succeed¬ 
ed lemaikably in turning the fiscal regime 
in their favour. 

The across-the-board cut in income, 
wealth and corporate taxes and abolition 
of estate duty in 1985 accelerated this pro¬ 
cess. Though boastful claims were made 


Economic and Political Weekly ^March 28,' 1^2 


624 



that reduction in tax rales would boost 
co'ieciion of revenue, nothing of the sort 
happened. Markedly regressive in this 
context has been the tax exemption afford¬ 
ed to export incomes, combined with ex¬ 
port subsidies, directly or by way of the 
devaluation—the latest in this direction 
being the partial convertibility of the 
rupee. It is also remarkable that while so 
much din is raised about food and ferti¬ 
liser subsidies, concessions and incentives 
for exporters are applauded as the natural 
order of things. Curiously, there is also a 
sudden revival of interest in the agricul- 
!ural income-tax which seems to be an at- 
icmpt to divert attention from a meaning- 
lul approach to the question of equitable 
taxation of all incomes and wealth. The 
idea of widening and deepening the social 
base of dire, i taxation on income and 
wealth has thus been cynically thwarted 
The suggestion lor bringing into the direct 
tax net the 'presumed' incomes of the self- 
employed and traders is certainly a valid 
one, but only a timid start has been made 
in that direction Theic is also n^J d.oubt 
that the direct tax system is so distorTed 
by incentives and exemptions that what 
arc apparently high rates ol taxation are 
in fact quite low rates. Kui a cry has gone 
up over the withdrawal ol some of the ex¬ 
emptions even though the tax rates too 
have been scaled down The worst part of 
this exercise is that the beneliciaries will 
be the top brackets of those liable to pay 
income-tax and there will be further dilu¬ 
tion of the principle of progression very 


ON February 18, 1992, the mahamahaiii 
lestival look place at Kumbakonam in 
famil Nadu I his festival, which is called 
the kumbh tncia of the south, is celebrated 
once every 12 years and attracts lakhs ol 
pilgrims and devotees This year loo pil¬ 
grims congregated to have then holy dip 
in the tank, and in worst-evei stampede 
during a festival in lamil Nadu ovei 48 
were killed. Of the dead 30 were reported 
to be women, three children and the rest 
men. 

Newspapers reported that the stampede 
look place soon after the Tamil Nadu 
chief minister Jayalalitha reached the 
tank. Reports further alluded to the fact 
that the stampede took place “hardly 200 
metres from a special bathing ghat where 
Jayalalitha was offering prayers”. Report- 


much out ol step with the sharp income 
disparities. While the rale of taxation for 
the lowest bracket has been brought down 
by 5 percentage points, it has been 
brought down by a hefty 15 per cent in 
the case of the top bracket. The pro-rich 
lilt of direct taxation has been made still 
sharper. In the dual society which has 
developed over the last 40 years, political 
parties, even while they salve their cons¬ 
cience, collectively and separately, by mak¬ 
ing a display ot their concern lor the 
deprived majority, have tended to be com¬ 
mitted essentially to the interests of those 
strata which have pai taken of the gains 
ol development and arc striving to further 
advance their position in the system. 
Questions ol taxation, especially direct 
taxes on incomes and wealth, regulation 
ol prices and management of supplies are, 
therelore, approached m terms ol the 
needs ol the upper and middle classes m 
the urban and luial aieas. The enviion- 
mem, social and political, which has been 
created m suppoit ot this line ol reason¬ 
ing IS extieiiii'ly deleieiious for an econo¬ 
mically sound and socially healthy altci- 
native liscal policy to evoKe as the basis 
lor popular opinion lo be mobilised. It is 
for the left parties to lake lead m this 
direction and wrest the initiative from BJP 
in mounting icsistaiice to the government 
on economic policy issues I’opulai scnti 
mem and political alignments are alreailv 
tavouiable foi the toices cit the leti and 
cenlie, it only lhc-\ show the needed 
peisiucacily 


mg that the enure episode took place 
within a space ol about five minutes, the 
stampede was said to have taken place 
because of a surge by ien> of thousands 
cd devotees, “who had come not only for 
a holy dip in the tank at the miihurtaiii 
time hut also to sec the chief tiiimsiet 
Jayalalitha” (The Hindu, Febiuary 19, 
1992). Most papers also reported that due 
to the presence of the chief minister the 
western and southern sides of the tank 
weie scaled or cordoned off for secuiity 
purposes and consequently people could 
enter only through the northern and 
eastern ends Additionally barricades were 
supposed to have been erected on the 
roads permitting entry which far from 
legula’ing crowds were supposed to have 
resulted in preventing free flow. Conse¬ 


quently by the muhurtam time the tank 
was overcrowded and lacked proper 
exit facilities. Newspapers on the 19th 
however carried a statement bv the 
inspector-general of police, Walter 
liew'aram, that the tragedy occurred when 
“a concrete superstructure of a building 
on the northein bank ol the lank collaps¬ 
ed under the weight ol those standing on 
It to watch the lestival” Eyewitness 
accounts, the papers reported, however 
dismissed this contention 

In the tollowing days there was much 
controversy ovei the w'holc incident and 
judicial enquiry was demanded. On 
February 18, the government announced 
the institution ol a magisterial inquiry 
with the additional collector heading it. 
l.ater on Febiuary 20. the government 
issued a detailed press staiemcnt pointing 
out; (i) that the same arrangements for 
entry and exit in the 1968 and 1980 
mahamaham festivals were made this time 
too. and that arrangements included entry 
ol pilgrims Irom noiihcrn and southern 
sides and exit liom eastern and western 
sides, ( 11 ) that “the iinlortunate situation 
developed when the grill over the com¬ 
pound wall abutting the Bunker (actual¬ 
ly called 'Bangur') Dhaiamshala and the 
pillars Lollapsed on the northern tank 
load, owing to the enoimous pressure of 
peo|ile who had assembled on both sides 
ol the compound wall"; (iii) that the 
Bunkci Dhaiamshala was being used by 
the \'HP foi running a clinic as well as 
loi distributing lood packets; (iv) that on 
IKih lood paskets were being thrown out 
lo the pilgrims who vvete waiting outside 
the compound wall, this, it was said, was 
the si.iiiing point lor the gathering of a 
latge iiumbei ol people outside the wall 
which cicated such a pressuie on the wall 
and grill that it collapsed; this m turn was 
said to have resulted m the stampede 
which was mainly responsible lor the 
deaths, (\) that there was not single death 
line to diowning in the tank; (vi) that the 
allegation that the stampede occurred as 
a result ol a lathi charge made by the 
police was totally baseless and untrue, and 
that III laei, iheie was no lathi charge by 
the police at any nine or at any place dur¬ 
ing the lesiivitics, (vii) that the inciden't 
took place around l.(K)pm ton^ after ihe 
I hiej nunisicr had left the tank at 12-15 
pm, (vin) that the C'M’s enclosure was a 
vet y small one being 20' x 12'only; and 
rlieiclorc newspaper reports that the 
stampede was caused bv a surge of pil¬ 
grims eager to have a glimpse of the CM 
led to the police lathi charge, which led 
to the stampede because exit was barred 
by the location ol the CM’s convoy of 
vehicles were malicious, (ix) and finally 
that the Vishva Hindu Parishad was mak¬ 
ing unfounded allegations as it wanted “to 
take credit for the smooth and projver con¬ 
duct of the festival and wanted to steal the 


Mahamaham Stampede Deaths in 
Tamil Nadu 


The Tamil Nadu government’s explanations about the deaths in 
the stampede at the mahamaham festival in Kumbakonam ha\e 
not been borne out by an independent i'aet-findtng team’s 
investigations. 
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limelight themselves”. 

The government went on to announce 
that families of the 48 deceased would be 
given a sum of Rs I lakh as relief. The 
sum was made up from the following con¬ 
tributions; Rs 50,(XX) from the Chief 
Minister’s Public Relief Pund, Rs 30,000 
from the AIAOMK Party, Rs 20,(XX) from 
the Prime Minister’s Relief Fund. 

Clearly there were major discrepancies 
in the version pre.sentcd by the government 
and newspaper accounts reporting state¬ 
ments of eyewitnesses. Apait from the 
issue of the arrangements made lor the 
mahamaham and the real cause of the 
stampede, there emerged conjlicting opi¬ 
nion about the propriety ol VVIFA attending 
such large gathci mgs. This actually loiind 
the expression in the government’s state 
ment which held that there was nothing 
wrong in the CM attending the festival but 
also that she actually had the right to at¬ 
tend riot only as a citi/cn but also as the 
chief minister as also by virtue of being 
minister of Hindu religious and charitable 
endowments. Pointing out that more ihan 
316 pilgrims died during the Kumbh Mela 
on February 3, 1953 in which Jawaharlal 
Nehru as prime minister participated, the 
statement concluded that while none ol 
the opposition parties and newspapers 
blamed Nehru’s presence then, the at 
tempt of ncwspapcis and others to blame 
chief mmistct layalalilha’s participation 
in the mahamaham was ’’cruel and mali¬ 
cious”, It IS in this contest that the Peo¬ 
ple’s Union (or Civil liberties, Tamil 
Nadu Branch, seni a tact linding team to 
Kumbakoiiam to engune into the tragedy 

I 111 I I SIIVM 

The mahamaham tesiival is celebrated 
once in twelve years on the day of the lull 
moon and star Makha in the solar inoriih 
Kumbha (Tamil month Masi) when the 
planet Jupiter is in Simha (1 eo) constella¬ 
tion. According to custom a bath in the 
tank on the day ol the lesiisal is con¬ 
sidered very s.icicd 1 licjWliel. jccoidmg 
to legend, is that on the m.ihaniahani day 
the devis of the nine sacied tiyeis ol India 
meet togcihei in the tank Ihcrc art 2(i 
natural springs in the tank and peieimialK 
supply deal waici Ihc tank coseis ,iii 
area ol aboui 20 acres 1 he eai hesi icier 
ence about the mahamaham lesiival go 
back to about 65t) Al.) vs hen the Tamil 
Saivitc saint 1 irugnana Samb.ind,ii Msiied 
the temple at the tune ol the niahamah.im 
festival and sung about the lestiy.il Oiicc 
in 108 years ihe mahum.iham is cclebiaied 
as a ‘maha mahamaham' lestical Ihe 
1992 festival was one such one 

Inside ihe tank theie are 20 naiut.tl 
watei springs called ‘theerthains’ which 
have been named after 20 mipoitani iiseis 
ol India like the Cauveiy, Codavary, 
Sarayu, Saraswathy, Narmada, 3ainuna, 


etc. Of these four springs were discovered 
only recently being the Brahma, Bagee- 
rathi, Kubera and Es.sana theerthams. 
Incidentally all of (hem are located on the 
northern bank of the tank. All the springs 
have concrete collars around them to 
make them appear as wells. 

The festival was usually celebrated for 
a period ol 10 days with the mahamaham 
muhuiiam or auspicious time being cele¬ 
brated on the tenth day. During the en¬ 
tire period ol the ten days people from 
afar would throng the tank to have a bath 
in all the springs in the lank. However it 
was during the last 3-4 days that the bulk 
ol the devotees visited the tank. Both in 
1968 and m 1980, entry init) the lank was 
allowed liom 10 days belore Ihe linal 
inuhurtam lime. However this year eniry 
into the tank was not permitted until 
February 17, the last but one day of the 
mahamaham Icsnval. 

The mahamaham tank is situated in the 
heart of Kumbakonam town. Entry to Ihe 
tank which is situated away from the main 
road IS thiough lour roads at the lout 
ends. Duiing the 1968 and 1980 iiiaha- 
mahain festivals entry into Ihe tank was 
from all directions with eleai-cui cnirv 
and exit roads at each end Originally the 
traffic arrangements lor the 1992 maha¬ 
maham lesiival was on the same lines. 
However the sudden announcement ol the 
participation and bathing m the tank bv 
ihe FN duel ministei, Jayalahiha, 
necessitated a change in all Ihe plans As 
a person in ihe V' security risk calegoiy, 
elaborate security artangemeiiis lor her 
personal salciy was required. As a conse¬ 
quence, some ol the roads had to be clos 
ed lor security ic.isons and entry into and 
exit from the lank .•. closed on two sides 
Con-sequently the side ol the tank in 
which the special enclosure was creeled lor 
Ihc CM’s bath was closed almosi eniirelv 
to the public, leaving a narrow end 
through which led the only exit from the 
tank. Similaily Ihe adjacent bank was also 
closed to the public lor ihe C M’s convoy 
1 iiiihei barricades were raised at siiaiegic 
points in the entry roads to legulale in- 
Ikrw ol ireople into the laiik. Police were 
deployed in kirge''numbers inside, outside 
.Old around the tank. In all c'vei 12,(XK) 
polivcinen were deployed 

During the l%8and 1980 mahamahams 
the goveriiniciu loimed a committee con¬ 
sisting ol both ollicials as also non- 
olliLials aboui siv mivnliis prior lo the 
Icstiv.il I he non-olficials wcie gcnciallv 
ciuinent ciii/'eiis who had participated m 
cailv iiiahamahams and knew the nature 
ol .irraimenicnis to be made As ihev were 
L'cnei.illy lo^.il people itiev aisc) had per¬ 
sonal kiumledge ol the nature ol crowds 
who aiicndcd Ihe mahamaham. their 
needs and die airangemenis necessary lor 
then wellaic I he district collector was 
gcnciallv ihe presiding olliciai ol such a 


committee. Smaller .sub-committees con¬ 
sisting of citizens were constituted to 
oversee specific functions like traffic, 
transport, medical, sanitation, food, etc. 
Thus all through the emphasis was on col¬ 
laborative functioning between the of¬ 
ficials and citizens. Moreover Ihe muni¬ 
cipal commissioner was also a member of 
this committee. This ensured that the local 
body was also involved in the planning 
and arrangements for such a mammoth 
exercise as the mahamaham. 

The need for participation of local 
bodies and citizens is very important as 
the festival being celebrated once in 12 
years, it is difficult to find many senior 
officials fully acquainted with the needs 
of planning such an event Further as the 
officials are continually transferred they 
may not have direct personal acquaintance 
with the festivities Citizens’ participation 
ensures that this vital gap is lilled up The 
entire event was overseen by a senior 
government official generally of Ihe rank 
of secretary to government who would 
personally be present during the final days 
leading to ilie lesiival 

This year however, no such committee 
was lormed until lebruaiy 8, 1992, the 
day on which the ten-day festival started' 
Further at such a late moment the com¬ 
mittee could hardly play a meaningful 
rule 

The VHP aitcriipied lo obl.iiii political 
gain out ol maliamaliaiii It utilised the 
octasion as a proi>agandj e\ cut to pul lor- 
waid Its demands, chiel amongst which 
was the acmanrt ih.Ti the Ram temple in 
Ayodhya be built Ihe sixth state con- 
letenci ol the nuiil and rcli.giouS heads 
which w,ts held in the town two davs prior 
to Ihe mahamaham also passed resolu¬ 
tions wanimg representation of non- 
oflicials in (he proposed autonomous 
Hindu Religious Endowment Boards, full 
protection to temples against idol theft 
and speedy construction of the Ram temple 
in Ayodhya .Several days before Ihe 
mahainaham festival, a confiontaiion 
broke out belwccii the VHP and the 
police. The VHP was occupying a big 
choultiy (hall used loi man lages) near the 
place where the CM’s enclosure was 
located. The police wanted the VHP lo 
vacate the place as it wanted it foi its own 
control room. The VHP leaders vehe- 
mcntlv relused. A compromise was arriv¬ 
ed at between the police and Ihe VHP by 
which the VHP leaders would continue to 
use the ground floor, with restricted en- 
tiy, and the police would occupy the first 
lloor and terrace where the police control 
room was erected. 

F-niry into the tank was prohibited even 
on the 17th, i e, one day prioi to the 
Icstival which resulted in a confrontation 
between the VHP volunteers, Bajrang Dal 
and the police. At midday of the 17th the 
VHP-Bajrang Dal volunteers broke police 
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cordon and entered the tank. Thereafter 
there was a continuous stream of devotees. 
In view of the large numbers, and agitated 
crowds the police officials did not make 
any attempt to stop them. Lakhs of peo¬ 
ple reportedly bathed in the lank. 

Events of the Eighteenth 

On the 18lh, up to about 9 am there was 
a steady flow of people going into and out 
of the lank. However by late morning peo¬ 
ple stayed on inside the tank awaiting the 
auspicious time which was at 11.58 am. 
It was also reported that thousands of 
AlADMK supporters positioned them¬ 
selves close to the CM’s special bathing 
enclosure in order to have a glimpse of her 
when she was scheduled to have her bath 
at the auspicious time. Consequently large 
numbers of people eolleeted inside the 
tank. This led to a problem of choked in¬ 
let roads where people were lorced to 
stand behind closed barriers at the entry 
roads. By II am, all the roads leading into 
the tank were filled with a sea ol humanity 
stretching loi more than a ': km both 
ways. The hot sun, the slow moving 
crowd, and the fad ol being confined 
behind barriers reportedly resulted in a 
tension surcharged situation on all ihe 
roads. 

The public address system which was 
installed to announce the names oi miss¬ 
ing persems and oihei messages and which 
was continually in use suddenly stopped 
doing so from aboui 10 .10 am onwards 
Instead it was used loi broadcasting the 
achi'wements ol the duel minisici and 
providing a running commcniarv on hei 
arrival. The CM re|)oiledlv circled ihe 
tank in a helicopter live times ai aiound 
I0 4,S The sight ol the hclicopiei evofed 
thundering cheers Irom ihe crowds stand 
ing on the loads 

A shoil while beloie Ihe EM finallv 
reached the mahamaham lank, the mass 
of people in Ironi ol the CM’s special 
enclosuie had pushed veiv close to the 
casual ma baiiicades guarding hei 
enclosuie I'he special baihing platloiiii 
erected on the western bank of the tank 
was consirucied |usi above the fool ol 'he 
tank bed. Just outside it was a metal bar¬ 
rier, beyond w hicli was the lasuaiina bai- 
ricade. A semi-ciicle of seiiioi police ol- 
ficers stood around this barricade Beyond 
ttiem stood a wail of policemen to ensure 
that the crowd did not surge lorwaid and 
loo near Ihe special enclosure. Iniiiallv a 
gap ol about .10 leei separated ilie 
castiarina barricade and the crowds with 
the policemen standing at the head ol the 
crowd. 

Just before the CM’s arrival at the tank 
Ihe police had to resori to a lathi charge 
to keep away the surging crowds from the 
CM’s enelosuic. On entry Ihe CM also 
reportedly flashed the famous victory 
symbol which was also the AlADMK partv 


symbol of two leaves. This evoked deafen¬ 
ing roars from the people Even as the CM 
walked down the red carpeted steps leading 
to the Special enclosure there was a fui- 
iher surge of the people gathered at the 
top edge of the crowd facing her, to come 
close to the enclosuie. l-urther lathi charge 
was resorted to keep the crowds away ai 
a sale distance I his caused panic and 
resulted in a stampede inside the tank In 
Older to escape the lathi charge, people 
attempted to get out ol the tank which 
pushed Ihe crowds upward onto the steps 
ol the tank and the toad outside ii. At 
about the same tune there was a lathi 
charge on the road at the entrance ol the 
lank, m order to control Ihe crowds which 
had broken the bariiers to enter the tank 
The lathi charge at both ends resulted in 
the stampede, death and injury. Deaths 
reportedly took place on the road, on the 
steps and inside the tank. In the ensuing 
conlusion people aitempied to gel into the 
only open space available on that road, 
which iMppeiied to be the compound of 
the Uaiigur Dharainsliala Since the gales 
ol the dhaiamshala were shut, people 
tiled to climb over the short compound 
wall with a iwo-leei high steel grill affixed 
on It Owing to large numbers ol people 
pulling ,il It the grill bioke and iell 
mil ward 

.An iiiiportani fact which was levealed 
111 the enquiry was that a huge itunibei ol 
people who had either been injured m the 
stampede or whose laniily inembeis had 
died, had gone to piivaie hospitals lot 
ireainieiii A|i.ni Irom the shock ol the 
siampede, le.it about police complaints 
and resultant haiassiiieni, as also leaitiii' 
post imiilem te|ioiiedly made I hem seek 
medical aid Irom (viivate praciilioriets 
Mention nuisi be made here ol the cruci.il 
role played by HAM (,iniaieur ladiol 
operalois It was the message Mashed by 
a HAM membei that repotlediv first mii 
mated Ihe government hospital and oiliei 
aulhoiities about the stampede aiul to 
send ambulance Ihel’lK 'l repoii states 
that at the least lOfi people must have died 
111 the stampede 

J he Pile I lepoii has cleat ly esposeci 
as untrue the claims ol the goveinmcni as 


to the reasons for the .stampede. The 
government had claimed that the stampede 
was the result of the collapse of the 
grill and compound wall of the Bangur 
Dhardnishala. However, the sequence ol 
events as revealed by the PUCL report 
shows that the collapse of the grill was a 
result of the crowds attempting to escape 
the lathi charge. In fact the PUCL report 
conclusively points out that the actual 
stampede sue was at least 15-20 ft away 
from the clharamshala. Moreover the 
allegation that there was distribution of 
lood packets by the VHP at the dharam- 
shala, was shown to be without basis, as 
the government’s own orders prohibited 
any distribution of food or other items 
anywhere near the tank. As far as the col¬ 
lapse of the compound wall was concern¬ 
ed, the report pointed out, all that collaps 
ed was the grill and not the wall, which 
was in fact intact. The report noted that 
th e governme nt “has indulged in deli¬ 
berate di.storiion of facis, use of insidious 
suggestions lo divert aitenijoti from im¬ 
portant evidence , to sornehow escape 
blame”. 

(Jne of Ihe important conclusions of 
the report was that the enquiry into the 
siampede bv the additional collccloi ol 
Tlianjavui, oideied by the slate govern¬ 
ment, would mil be obiecfive and unbias¬ 
ed as the same official was m charge ol 
making arrangements lot the mahamaham 
In Ihe interests ol obicctivity and truth, 
the PUCI report uiged a (iidicial iiiquiiy 
11)10 ihe meidcni Ihe repirri noied that 
the siatemciu i.ssucd by ilie governmeni on 
Icbruary 20 also contained the amount 
paid to vietins as compensaiton. The total 
sum ol Rs 1 lakh per person killed an- 
nouiit.ed by the government, included a 
stun ol Rs 10,000 hom the AlADMK party. 
1 he piopneiy of the govei nmenl, m an- 
noimcmgwhal was actually a private con- 
iribuitoii ol .1 politival patty, as its com- 
pcus,iiioit was quesiioiicd The disiineiion 
between Ihe govei nmenl .md tilling party 
should be nnimiamcd 

flhc inciiiheis ol tlu PUC 1 Kiel finding leam 
wi’K < I 1 Cl n.irnit s, n<neili;i l> N.igusaila and 
V Suicsli I lie icpi'il v^,ls .iKo prepared by 
I hem I 
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Bihar^s Bane: Slow Progress-on 
Land Reforms 

Indu Bharti 


The roots of the current trend of violence nnd vandalism on the 
one hand and agrarian unrest on the other in Bihar must be 
located in the state's dismal record on land reforms. 


imposition of ceilings on individual land¬ 
holdings and distribution of the sunriut 
land among the landless remains in¬ 
complete. 

Lei us see how much has been done in 
the area of imposition of ceiling, acquisi¬ 
tion of surplus and its distribution among 
the landless. For this we have to firstly 
estimate the potential surplus land In 
Bihar 


AGRICULTURE-is the direct source of 
employment and income lot around three- 
fourths of Bihar’s working population. 
But agriculture in Bihar remains enmesh¬ 
ed in semi-feudal production relations. An 
iniquitous distribution of land, the most 
important productive resource in the state, 
high incidence of shareciopping, usutious 
exploitation and bondage ol the actual 
tillers of the land arc the characteristic 
features of Bihar’s agriculture The 
stranglehold of semi-feudalism on agri¬ 
culture leads to agrarian unrest on the one 
hand, and organised and unorganised 
violence and vandalism ol other kinds b> 
fhetinemployed youths, on the other. Due 
to the stranglehold of semi-feudalism on 
agriculture, the productive forces of land 
are not utilised optimally and hence 
growth is retarded not only in agriculiiire 
but in the overall ecoiiom> as well 

After the abolition of /amindaii in the 
early 1950s, the next logical step in the 
transforma'tion of the semi-feudal 
agrarian relations was imposition ol sell 
mgs on individual ownership ol land, .is- 
quisition ol the surplus land above the 
ceilings by the slate and ns disiribuiion 
among the landless. Mowevei, imposition 
of ceilings on land owneivhip proved lo 
be a much more intractable task toi 
the government than the abohnon cd 
zamindan and n was not beloic the e.nlv 
196()s that the ceiling legislaiion began lo 
be enacted in the states In Bihai .1 fell¬ 
ing Act was passed onlv in I9(i2 and .is- 
tual implernenlalioii could begin onlv 
altei the widespicad ‘land grab’ movenieni 
had generated sulfismii pressure loi 11 

By the end vil the 1980s, 1 e, around 
three decades alter the emislrneni ol ceil 
ing legislation in the state, lire governmeni 
claimed to have acquired as much as 
,^,85,01,1 acres ol land as ‘surplus’ up to 
Movember 1990 Out ol the land acquired, 
2,62,476 acres are said 10 have been 
distributed while 71,542 acres are reported 
lo be ’disputed’, 19.948 acres ‘not fit lor 
distribution' and the distribution vvl 
24,288 acres stands ‘debaiied’ by appellate 
courts. Thus as per the government’s ver¬ 
sion only 6,749 acres of land was available 
for redistribution at the end of November 
1990 (see Tkble 1). 

When the ceiling legislation was being 


enacted, the Planning Commission had 
estimated that between 1.00,000 to 
1,50,000 acres of land would be available 
as surplus after the enforcement ol ceil¬ 
ings m the state. Going by the figures 
provided by the government of Bihar, the 
Planning Commission’s estimate appears 
to have been surpassed long back and 
indeed more than two-and-a-half times 
the commission’s estimate ol surplus land 
appears to have been acquired by the 
governmeni. But is the picluic concern¬ 
ing the implerneniaiion of ceiling law a*- 
•losv as ihe state government would like 
us to believe? Has the full potential of ac¬ 
quiring land as surplus been exhausted? 
The government, ol course, would like us 
to believe this But had this been true, the 
agrarian siiuctuie would have become 
more equiious than it is now 

At the beginning of the 1980s while 
moie ih.in ihiec-lourlhs (75.44 pei cent) 
ol Ihe opeiaiional holdings accounted lor 
onlv a hiile over one-(ourlh (26.()7 per 
ccnl) ol the total cultivable land with an 
aveiaec hokling si/e ol 0 87 acics. 
holdings having si/es more Ilian 27 4 acres 
though onlv 0 hi pci cent of the total 
holdings, accounted lor more than one- 
lenih (10 52 per cent) ol Ihe land vviih an 
aveiage si/c ol 42.25 acres And live years 
lalei. Ill 1985 (vvhich is the Iasi year foi 
which statistics arc available), as Table 2 
shewss, Ihe agiarian siiuctuie remains in¬ 
iquitous as ever. Though some increase m 
the shaie ol ihe holdings ol less than 4.94 
acres and some dilution m large foldings 
of more than 9.88 acres is discernible, this 
may be the result of a deliberate split in 
the holdings to circumvent the ceiling 
laws. Even otherwise land distribution 
continues to be iniquitous. The task of 


Land 

Land Acqiiiied Disinbulecl (as Uispiiicd as 
as Surplus (up I'er Ccnl ol Per t eni ol 
10 Ncwcmbei (I)) (I) 

1990) 


Surplus Availablb 

Since by mid-1970 the process of serv¬ 
ing notices to the landholders had barely 
begun and no surplus had been made 
available, the 1970-71 data on land- 
holdings, presented in the first agricultural 
census can serve as the basis for esti¬ 
mating the quantity of land that could 
have been declared as surplus, had the 
ceilings been enforced properly. 

With the third amendment in the Land 
Ccilini; Act m June 1973, the ceiling fixed 
for various classes of land had been reduc¬ 
ed to 15 acres for class I land (land ir¬ 
rigated by flow irrigation works con¬ 
structed, maintained, improved or con¬ 
trolled by central, state or local govern¬ 
ment institutions; 18 acres for class II land 
(land irrigated by ’lift’ irrigation works or 
tube wells constructed or maintained by 
central, state or local government institu¬ 
tions); 25 acres for class III land (land 
used for orchard or for other horticultural 
purposes); .30 acres for class IV land; 
(dairy land); 37.5 acres for clats V land 
and 45 acres for class VI land (land con¬ 
sidered hilly, sandy or incapable of 
yielding paddy, rabi or cash crops). 

The 1970-71 agricultural census includ¬ 
ed m IIS ambit only such land as were 
wholly 01 partly used for agricultural pro¬ 
duction So, obviously, the ceiling fixed 
for class V and VI land do not apply to 
Ihe landholdings included in the agri¬ 
cultural census. Therefore, for estimating 
the potential surplus, the next higher ceil¬ 
ing, I c, 30 acres is being taken here as the 
cut-off point (Table 3). 

In columns I, 2 and 3 of Table 3, has 
been shown the number, area and average 
size of such holdings whibh reported 
average size of more than 3Q acres. There 


Details of Undistributed Land 
Not Fit for Disiribuiion Land Available 
Kedisinbulion Debarred by for Redisiribu- 
(as Per Certl ol Couris (as tion (as Per 
(I)) Pet Cent of Cent of (1)) 

(D) 


1 

2 

3 

4 

5 

6 

385013 

262476 

71542 

19948 

24288 

6749 


(68.18) 

(18.58) 

(5.18) 

(6.31) 

11.75) 


T VIII1 I till INI. Si ki'i i s Lami A< yuikin and Distkibum d in Bihar 

(In acres) 

I 
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were 1,35,105 such holdings in Bihar in 
1970-71 and the average size of such 
holdings was 43.15 acres. Now, if the 
number of such holdings is multiplied by 
13.15, i e, the difference between the 
highest applicable ceiling of 30 acres and 
the aauai average size of such holdings, 
then this would give us an estimate of the 
potential surplus that could have been 
mopped up, had the ceiling been enforc¬ 
ed strictly. Thus computed the poter)tial 
surplus comes to be around 17,76,630.7 
acres as shown in column 4 of Table 3. 

in column 5 has been shown the surplus 
land acquired by the government up to 
November 1990. The 3,85,013 acres as the 
government claims to have acquired is jusi 
21.67 per ceiil of the eslimaicd suiplus ol 
17.76,630.7 acres which is the least that 
should have been acquired, had the Land 
Celling Act been properly enforced. In as 
many as 17 districts, the pciccntage ol 
land acquired to that ol ihe suiplus 
estimated here is even lowei than rhe cor¬ 
responding perceriiage loi the state as a 
whole And among such disliicts are 
Jehanabad, Gaya, Uhojpui, kohtas and 
Nalanda which have witnessed agianaii 
unrest for a long time 

In column 6 has been shown the sin |ilus 
land claimed to have been disinluited 
among the landless. As is apparent lioin 
Table'3, only aiound 14.77 pei cent ol the 
minimum land that could have been mop 
ped up as surplus as pei our estiniales has 
been distributed. Here ag.iin in as inanv 
as 19 districts including the ones mention 
ed above, the corresponding percentage is 
less than that lot the stale 

The purpose of this evercisc is not to 
arrive at thecssaci figures ol poieniialsot 
surplus bul to show the wide chasm bci- 
ween the poicmial and the actual, i e, to 
bring out the adequacy oi otheiwise o( the 
implementation ol Ceiling Act in Bihai 
and this exercise based on a higher ceil¬ 
ing of .30 acres which does not apply lo 
most ol the landholdings in the state 
shows that this vital prograrmne of land 
reforms remains far from adequate. 

The non-implementaiion of the Land 
L'eihng Act has disastrous consequences 
for Bihar’s economy. It is a well establish¬ 
ed fact that the productive forces of land 
are best utilised when it is owned by ihe 
actual tillers. But, in Biharj we have a 
situation in which while the operational 
holdings with sizes of less than 2.47 acres 
though 76.65 per cent of the total holdings 
share barely 30.30 per cent of the culti¬ 
vable land, those of sizes more than 2.47 
acres though just 23.35 per cent of the 
total holdings share as much as 69.70 per 
cent of the land, it is common knowledge 
that the large bulk of those owning more 
than 2.47 acres oi land are non-tiliers and 


quite a significant proportion of these 
owners happen to be landlords who still 
survive as perpetrators of semi-feudal pro¬ 
duction relations. The cultivation by 
landlords remains inefficient because they 
remain enmeshed in the feudal ethos and 
so even though not deficient in resources 
they get their land cultivated by sharecrop¬ 
pers and other non-owners tillers. Thus 
about one-third of the cultivated area in 
Bihar happens to be under sharecropping 
and other forms of tenancy. 


Land Productivity and Size 

This phenomenon of inefilcient cultiva¬ 
tion by landlords exists together with com¬ 
paratively efficient small size farms. The 
technological development in agriculture, 
as IS by now well known, has remained 
size-neutral. In Bihar, the field survey con¬ 
ducted jointly by international Labour 
Office, (icneva and ANS Inslitule of 
Social Studies, Patna has shown tha, the 
productivity of land is highest in the sizei 
class owning land between 1 and 2 acres. 
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Tahu 4: IURK-AIION, 1987-88 


(In percentage. 


Poicniial 

Uiilrsation 

Utilisation 

Created as 

of Polenlial 

of Exisiing 

Percentage lo 

Created 

Known 

Existing Kno& n 


Polenlial 

Poienital 



Bihar .56.7 

85 1 

48 4 

India 6.5 1 

89 9 

58 5 


Source: f'radhan H Pta'.acl ‘NetjUM ol I aiul 
Resoiiites. Misloiluiu'ol Hih.u ', l')90 
(lypescripi) 


liiKlicr by about .^0.4 and 40.8 plt cent 
respectively than ownership farnis wiin 
sizes between 2 and 10 acres anu nunc 
than 10 acres. The productivity of this size 
class has been found lo he maijuiialK 
higher (by about 0.4 per cent) (haii the si/t 
class owning less than I acre ol land as 
well which has a large coniingeni ol very 
poor tillers who caifhol alfoid even the 
bare minimum ol essential inputs needed 
for cullivaiion. 

Not only the existing land product!'ii\ 
but also the prospects ol incieasing it 
through lurlher technological develop¬ 
ment arc higher in small si/e farms. As 
It IS, iriigaiion is the key toiicchnological 
progress ol agriculture. Controlled water 
supply IS essential foi optimal results ficnn 
the use ol HYV seeds and Icriili/crs. 
Indeed, a I per cent inciease in ptopor- 
tion of irrigated area has been found to 
increase output and employment by 2.1 
and 0.8 pel cent lespeciively, even w iihoiit 
the use of HYV seeds. But Bihai's record 
in utilising the irrigation potential is miicli 
worse than even the poor Indian ascrages 
(see Table 4). And even this dismal average 
has been possible Ivecausc ol the small si/c 
farms whcie there is giealci covciage ol 
irrigation. Various agricultural census 
data have shown that the peiccniagc ol 
irrigated aiea ol operational holdiiies is 
highest in the holdings with less than 4 55 
acres si/c It is the area under landlords' 
cultivation which generally icpoil lowci 
peiccniagcol irrigation asihcsi/col laiiii 
incicascs. .And the reasons aie obvious 
(llihsalioii ol inigalion potential dcalcd 
requires certain initiatives on the part ol 
the tillers and the landloids do luii take 
that inriia:i't 

Curienily there aie 2j}5 majoi iiii’miiou 
projects under progress m the connn v ,uid 
arc likely to beiielit about 70 l.ikli acres 
ol cultivable land. Out ol these. 14 pio 
jects happen to be in Hihai which when 
completed would benefit about 22 lakli 
acres lo ensure that the scarce resoniccs 
spent on these projects are not wasted, n 
IS heces.sary that the task of enforcement 
of land ceilings and distribution ol 
surplus lands is completed urgently 

The neglect of land reforms and, uy im¬ 


plication. of land resources are directly 
reflected in me poor agricultural produc¬ 
tion The annual average growth rate of 
agricultural production in Bihar was 
about 1.8 per cent during the period 
1951-87 as against 4.7 per cent in Punjab 
and 2.8 per cent in Uie country as a whole; 
with such a high growth rate, while 
Punjab with about .1 per cent ol the coun 
tiy's sown area contributes moic than half 
ol the biillei sii>ck of toodgrains m the 
counirv. Hihai with about 5.5 per cent of 
coimti V ‘s net sown aiea fails lo even cater 
to the leeding lequirements ol its own 
inhabitants poor agiicullitre and conse¬ 
quently pool incomes and low purchasing 
powci ol the ma)orit\ ol Bihai's popula- 
liivri lias much lo do wiih llic iiiduslriul 
sljgiiatioM ot the vlalc even iliougli the per 
vvoikci piiblk cwpendlluie lot Ihedevelop- 
nit III ol iiidiivii v and mming is more iliaii 
2'' liiue-, higliei than that lot agikiillute 
All tills has lesiilicd in a non 
dcvelopiiiciil syndiomc II logcllier wilb 
prodiiclioii, cm|>lovmeui i' also taken as 
a pail ol (be dcvelopnieni ('lovcss, then 
we can see what is al llie rovii ol tin 
hmipeiiisatiuii ol the youili and the van 
dalisiii jieipelialed b\ ibeiii 

In 1988, the estimated po(':]!,uum ol 


Bihar was about 812 lakhs out of which 
the working population was 260 lakhs. Of 
this only 17 lakhs or about 6.S per cent 
of the workers were found to be engaged 
in the organised non-agricultural sector of 
the economy either as proprietors, as self- 
employed or as labourers. About 28 lakhs 
or about 10.8 per cent of the total workers 
were self employed in re.sonably pro¬ 
sperous larnis. The test, 215 lakhs or 82.7 
pei eciii of the total workers were includ¬ 
ed in the categories of unemployed, dis¬ 
guised unemployed and underemployed. 
These include sharecroppers, pooi 
peasantry, bonded agiicultural labourers, 
rural aitisans, farmers with uneconomic 
holdings, and job seekers. Theie were 27 
lakh workers seeking job in t he job market 
out o( whkh 12 lakhs were educated, i c, 
nialrieulale or above 

A Idige pioportion ol the 215 lakh 
workers arc destined to be casual woikers, 
gening |obs iiiieimiiienilv and leading a 
life ol devliliiiioii This vast deinived sec¬ 
tion ol Dili soiiciv IS the bleeding ground 
(or all soils ol violence and vandalism 
ili.ii Is lavjgiiig Biliar lodav. Obviously 
4inv iTieaiiingliil step lo lesolve the situa- 
non lias lo begin Iroiii immediate mi 
pleniemanon ol lami lel'oims 


AGRICHLTTIRAI. STAITSTICAL ( OMPENDIUM 

Vdl.lIMP - t — F(H>IM;KAiNS P C. BANSL 

Realising tlie need lai detailed data including lime senes unagnculture and allied sectors, 
Techno Economic Research Iiislilulcrrr.Rl), New Delhi undertook an ambitious programme 
in 1985lobnngalone place .ivailabic stali.sticsal thcall India andSule level since 1950-51. 
this involved consulialion jiid .scrutiny ol a very large number ot sources and publications 
by a dedicated team of reseaichers specialised in the subject. 

Comprising over 1350 pages, Comjkniliuni Volume 1 dealing with Fruidgiains has been 
released in two I’ai Is. This has beeiiquika time ronsuniitigbul certainly a rewarding effort 
It has been widly apprccialcil by academics, planncis. administrators and researchers alike. 
The volume contains . 

Parti—S ection 1: Macro E*onnmk Perspective M.icioIndicators, Planning,National 
Acconiits , AgncultuiaK)utpnt V.ilue, l)< niography, 'Work borcc & Employment, Education 
and Literacy, Rainfall, Walci Resources, I and Use, Sbeol Holdings, Agricultural Statistical 
Systems, land Resource.s, t rops and flopping Pattcras, Agricultural Output & Growth, 
District Level Agncullural Profile Section 2: Area, Production and Yield of Foodgralus— 
PK-parliticm (before 1947). .AH-lndia and Scasonwise, Index Numbers & Growth Rates, 
Slatewise Aiea & Piodiicliou. Iriigaiion High Yielding Vanelies PART-IIScction3 : Food 
Management—Maikels A Maikel Aiiivals, Movcineiii & Movement Restrictions, 
Pioeurcnicnl, Supplies A Disiiil.ulioii/Oltlake, Stocks, Storage A Warehousing,Foreign 
Trade Section 4 ; f ■onsiimption-—NSSf) Dala Series, Other Surveys, Balance Sheets & 
Availabilily, M,islieiliev Seetion 5 . Pricev—Index Nurobcis, Harvest & Retail Prices, 
Wliolcsah' Pin es .Section 6 : Other Allied Aspects—C'ostot Production & Yardsticks, Feed, 
Seed and Wasiages, Inieinabonal (.'omparisons. Miscellaneous, Conversion VtcXonAppenSx 
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Economic Interests and Human 
Rights in Indo-British Relations 
House of Commons Debate on Punjab 

Pritam Singh 

The discussion on the Punjab problem in the Biitish House ot 
Commons on November last brought to light some facts relating 
to the Punjab situation not known previously m public and 
highlighted several aspects of the political economy of Indo- 
British relations, the economic and political weight of the Indian 
immigrant community in Britain and the political economy of 
human rights. 


I HE parlies represcnicd m Ihe Hinish 
parliament are Ihe ( (iiiseisalive I’ails, the 
Labour Hany. ihe 1 ibcial Deniociais and the 
nationahsi panics ol Stoiland, Wales and 
Northern Ireland 

The C onsei valivc I’ariy, hisiorieallv, did 
not have any electoral base among the Indian 
iminigrani eommunily and, iherelore, lot a 
long time, did not feel any internal i>olilical 
eontpiilsion to lake any stand on the I’linjab 
problem This is now changing because the 
rise ol a fairly piospeioiis^ business coni- 
munily among the Indian immigraius in the 
UK in the past decade oi so has resulted in 
political diflerentialion in the Indian im¬ 
migrant community. Fhi.s prosfseioiis section 
of the community peiceives that ns 
economic and political inierests can be bet 
ter articulated by the pro-business class t'on- 
scrvatives 1 he Tones h.ive, thciefore, staried 
feeling the need to icspond to the peiccp 
lions and pressures ol this ness electoral base 
The conservatives' stand on Puniab may be 
described as a three-fold position, (a) respect 
for the territorial inlegniy ol India and 
desire to maintain stability in souili Asia, 

(b) condemnation ol the use of violence— 
not legitimised be lass—by the slate and that 
of any kind of violence by the Ibices oppos¬ 
ed to the stale to resolve political issues, and 

(c) peaceful resolution ol ibe I’uniab pio- 
blcm in sue h a svay that n satisfies the peo¬ 
ple of Punjab, 

The Laboui Party has ,i substantial base 
among Punjabi itnmigiants Its fairly con 
sistent stand against lacialism, support lor 
equal opportunities for ethnic mmoiities and 
closeness to the trade union movement m ih' 
UK, with which a large section ol the first 
generation Punjabi immigrants h;>' been 
associated, has enabled the I about Patty to 
retain a wide base among the immigrants 
Ideologically, the party has two strands, the 
minority left-wing faction, led by Tony Ben, 
has been sympathetic to the I P Naravaii- 
Lohia socialist tendency and other left-wing 
tendencies in India; the other donnnatii fac¬ 
tion, now led by Neil Kinnock, feels closer 
to the Nehruvian ‘mixed economy’ tradition 
of the Congress and has been generally un¬ 
sympathetic to any anii-Congress movement 
in India. This attitude has also shaped its 


iLailion to poliiiL.il movements in Puniab 

Howevci, since the labour Patty, more 
than any other political paity iii the UK, 
detrends on Ihe el lime minority vole, it main¬ 
tain- an active mici naiional cell in ihi pai 
tv whicli studies any political movenieiii in 
any part ol the world which may have a 
bcaiing on politics among the ethnic 
minoiiiies in the I tK In the past, the laboui 
Pariv usually look it for granted lh,n ibe 
cihnic minoriiics would always vote for it 
However, since the Conservatives have 
staried carving out a base among the Indian 
iminigiaiils, the party is now under pressure 
ol ctimpctiiion hr inieinaiional cell lues, 
therefore, to gathei information and views 
from many diverse sources I ht visit to 
Kashmir a lew months back hv (iciald 
Kaulman, its foreign affairs spokesneison 
and a lew bv elliiiK origin, is a fiail ol this 
evrcise 

Ihe labour Party's staled, stand on 
Puniab IS not verv diftereiii from ifiat e' ■ ■ - 
( onservalives - namely, support foi ;helcr 
rilorial inlegniy ol India, opposition to 
violence to achieve political goals aiel sup¬ 
port lor a democratic political set-up m 
Puniab. .Mihougli the laboui Party’s 
peicepiions ot Punjab may be viewed as 
slightly syinpalhelic to the present Indian 
government, these may undergo a change if 
a parly like itic BIP, which both factions of 
the labour l‘ail\ consider right wing, comes 
to power, and/or if Ihe cMeni of human 
lights violations in Punjab appears to be 
more pronouiiv ed It is, however, likely to re¬ 
main opposed lc> any violence based political 
tendenev 

( ontraiv to the view shared by a con- 
sidctahle section ol the Indian intelligent¬ 
sia regarding the west’s destabilising rcile in 
India, neither the present ruling party (the 
Tories) nor the potential ruling party 
(Laboui) til the UK is sympathetic to a 
destabihsalion stiategy, if any, regaiding 
India 

Ihe petveplions ol the Liberal Demtxirats— 
the third largest political party in the 
parliament— and those ol the Green Party-- 
the fourth largest political tendency in the 
country but not represented in the parlia¬ 
ment due to the first-past-the-post system of 


voting that does not include any element of 
proportional representation—are fairly close 
to each other. Since both parties are op¬ 
ponents of centralisation and unitarism 
anywhere, they view the Punjab problem 
as the product of the crisis of over- 
ccntralisation of economic and political 
power 111 India and that of the anti-diversity 
unitarisi political culture in India Both ad- 
vticate deceniralisation, the devolution of 
economic and political power and a pluralist 
political culture ' 

The flrceii Parly is also critical of the 
coniiiicrciahsdtion ol agriculture m Punjab 
ihiough the green revolution strategy and 
views It as an environmcnl-disruptive pro¬ 
cess li looks upon violence in Punjab as a 
phenomenological reneciion ol the exireiiic- 
ly disruptive characiei ol the last iiiial 
econoniit change in Puniab Ol all Ihe par¬ 
ties 111 the UK, the Giecii Parly has con¬ 
ducted the most intensive study ol Punjab.- 
flie political base ol the Giecn Parly—as 
that of the 1 ihcral Dciiivicrats- is limited to 
some enlightened sections ol the white mid 
die class but the influence of Green ideas is 
wider than its political base 

The naiiotialisl parlies m Scotland, Wales 
and Ireland who oppose the English 
economic, political and cultural hegemony 
and demand greater autonorny or secession 
loi fheit icspectivc icgions, have not been 
lepoiicd to have had any serious discussion 
or understanding ol the Punjab problem 
1 his may be due to the geographical pal 
tern of I’uniabi immigraiif settlement — 
picdorninaiillv concenlialcd in England 
I he smaller left paitics which are mamly of 
Trotskyist orientation and have no represen¬ 
tation in the pailiameni have discussed the 
Puntab problem at their annual conferences. 

I hcv gencally view the Punjab problem as 
an unresolved nationality' question in India 
Ihe Biilish Pathameniaiy Human Rights 
Ciioiip, a cioss paitv group of Ml’s, which 
IS influential in shaping the perceptions 
about human rights in the corridois of 
power, especially in influencing the UN 
Commissicm on Human Rights, views 
Punjab as one ol Ihe legions of the eonteni- 
porarv world where a persisieiil violation ol 
human rights is occuiririg Ihe Group 
organises occasional healings on Punjab. 

Commons’ Di nvif 

The Puntab issue was laised by Tciry 
Dicks, a Conservative MP from Hayes and 
Harlington. who has taken the most iictivc 
iniciesi in the Punjab issue in the last lew 
years and has spoken twice previously on the 
subject in the Commons He opened the 
debate by saving that 

I want to iiienlion yet igaiii in the House the 
persecution of Sikhs in the Punjab Members 
of the Sikh communilv living in my eonsii- 
luency and Sikhs iliroughoul the world, have 
been concerned lor the safety ot family and 
friends living in the Punjab The rape of 
young women, the beating ol old men and 
the murder of young boys, to say nothing of 
ihe imprisonment without Inal of many 
thousands of innocent people, has been 
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going on-since 1984 and continues unabated. 
Indian security forces are killing hundreds 
of innocent Sikhs in fake encounters and 
there is evidence that those forces have swept 
through villages in the Punjab intent on 
nothing less than widespread slaughter’ 
He then referred to the continuous cen¬ 
tral rule over Punjab, the ‘unfettered power* 
given, to the security forces under “special 
legislation relating to national security”, the 
resultant lack of “legal safeguards for the 
protection of human rights” and “a similar 
campaign of oppression” in Kashmir. 

Referring to the role of British parliament 
in this regard, Dicks said: 

Psrliament has refused to condemn atrocities 
carried out by the Indian Government, no 
matter how well documented they are by 
Amnesty International—the Governmeni, 
because of its friendship with India as a 
Commonwealth country, and the Labour 
party, because of its close relationship with 
the Indian Congress party and the Gandhi 
family in particular. Actions of this kind, 
condemned elsewhere, have been ignored in 
India (p 1242). 

He questioned the successive Indian govern¬ 
ments’ claims that they rule the world’s 
largest democracy and then he castigated his 
own government: 

How can Governments who went to war lo 
defend the rights of the Kuwaitis m their own 
country, refuse to bring pressure on the 
Indian Government to recognise the rights 
of the Sikhs in the Punjab’’ Are the Kuwaitis 
more important than the Sikhs? Or, can ii 
be that much of the world's oil comes from 
the middle east but only food to feed millions 
of hungry mouths is produced in the Punjab’’ 
That may be a cynical question, but it 
demands an answer (p 1242). 

He called for consistency in British govern¬ 
ment's position on human rights: 

The abuse of human rights cannot be con¬ 
doned, no matter whether it takes place in 
a middle eastern country or a country that 
belongs to the Commonwealth <p 1241) 
He argued that the British government had 
a unique moral responsibility in this niatici' 
In 1947, when India obtained its 
independence, it was the British who ac¬ 
cepted a guarantee by the Hindus, who make 
up 84 per cent of the population, that the 
self-determination of the Sikhs in the Punjab 
would be recognised. On that basis, the 
British Government granted India its in¬ 
dependence. Unfortunately (or the Sikhs, the 
British Government liavc done nothing to en 
force the guarantee and successive ( ongress 
parly dominated Indian Goveriimenis have 
been able to ignore the pledge (pp 1242-4,1) 
He held the Indian and the British govern¬ 
ments responsible for the rise of the present 
secessionist movement in Punjab. 

The refusal of the Indian Government, aid¬ 
ed and abetted by Britain, to keep their word 
has led the Sikh jreopie to call for their own 
independent state <p 1241) 

He condemned the extremists and terrorists: 
Unfortunately, as hapjjens in many groups, 
some extremists have used the situation for 
their own ends (p 1243) A handful of ter¬ 
rorists in the Punjab are using the .situation 
for their own ends, but the majority of those 


living there are decent people who want to 
live a normal life but are living in fear 
(P 1244). 

He opined that the extremists and terrorists 
were playing into the hands of the Indian 
government: 

Their 1 1 e, ext remisls’ | approach has enabled 
the Indian government to confuse the situa¬ 
tion and give the impression that their 
[Indian government's) fight in the Punjab 
against a handful of terrorists is, in reality 
a fight for democracy against anarchy. 
Nothing could be further from the truth 
(p 1243). 

He warned hts party’s government not to be 
taken in by this position of the Indian 
government: 

.. the actions of a handful of extremists can¬ 
not be used as an excuse for the oppression 
of a religious minority in the name of 
democracy (p 1243) 

Mom significant was the emphasis Dicks laid 
on the need lo pursue a policy of linking 
overseas aid to a country's human rights 
record: 

The concept of a good government has now 
been introduced in relation to the British aid 
programme. As I understand it, from now 
on only those governments who recognise 
basic human rights and allow freedom of 
speech in a democratic setting, will qualify 
for aid I hope that this new approach will 
be brought firmly lo the attention of thc 
Indian government who at preseni receives 
more than 1 l(X) million annually iii overse.is 
aid (p 1241) 

He pleaded with hts party’s government to 
pursue this path to achieve a peacclul set¬ 
tlement of the Punjab problem 

II the British tiovernmenl were lo take a 
tough stand on ihc abuse of human rights 
in India .iiicl persuade the Indian (ioverii- 
nieiil lo recognise the rights of Ihc Sikhs in 
the Punjab, I feel certain that the niaicsrily 
of Sikhs ihiuiighoul Ihc world would be 
prepared to renounce violence as a rneiliod 
of achieving their objective of sell- 
delerininalioii and would welcome the op¬ 
portunity 10 meet with anyone in an inter¬ 
national forum in an attempt lo come to a 
peaceful selllcmcnl ol the problem 

Terry Dicks was supported by Jacques 
Arnold, another Conservative MP from 
Giavesham, on the human rights aspect ol 
the Punjab problems. However, he rcltain- 
ed from making any comment on the ’scTI- 
detcrmination' aspect raised by Dicks 
Arnold highlighted the concerns and 
anxieties of his Sikh constituents who, he 
said, “express great misery and anxiety about 
the fate of their families in the Punjab, where 
as we all know, there is total denial of the 
democratic rights of slate and government 
and a legislature. We also know about the 
frequent tniringemcni of human rights” 
(p 1244). 

Arnold particularly referred to the recent 
Commonwealth Conference in Harare where 
the British prime minister had raised the 
issue of linking overseas aid with human 
^rights record: 

This country gives a vast amount of such aid 
to the Republic of India, and we should make 


it dev to the Indian goveroment that the two 
matters march together. 

In reply to the points raised by Dicks and 
Arnold, the minister of state for foreign and 
commonwealth, Tfistan Gaiel-Jones, in 
sharp contrast with the position taken by his 
two party colleagues, took a strong pro- 
Indian government position and came down 
heavily on Sikh extremist groups in Punjab 
and the UK. 

He started by assuring the members that 
the issue they had raised was ‘important’ and 
noted that it had been raised in the house 
before Agreeing with the members’ concern, 
he said, “It is entirely understandable that 
the Sikhs in this country should take a close 
interest m the terrible and tragic events that 
are now taking place in the Punjab”, and 
assured the members that “members in all 
parts of the house and many people in the 
country” share this concern “about the 
situation in the Punjab and not least the 
concern about human rights”. Reinforcing 
the point, he added “I do not want to leave 
my honourable friend or the house in any 
doubt. We lake the issue of human rights ex¬ 
tremely seriously. It is not a subject that can 
be Ignored or hidden away in some dark cor¬ 
ner” (p 1245). 

Endorsing the public position taken by 
John Major, the piimc minister, and 
Douglas Hurd, the foreign secretary, the 
minister ol stale Garcl-Joncs pointed out 
that. 

we shall increasingly be looking at the 
criterion ol good goveriimenl in our relations 
with oiher countries I here can therefore be 
no dispute about the government's attach- 
meni lo ifial principle and the fact that 
serious abuses ot human rights, such as sum¬ 
mary eseculion. aibitrary imprisonment and 
torture, wherever they may occur, all deserve 
and obtain the repudiation of the house. 
Honourable members can rest assured that 
the British government will continue to press 
for the sirorigcsl respeci for human rights 
Ihroughoui the world. The house and the 
British people expect nothing less from us 
(P 1245) 

He then added a new dimension to the ques¬ 
tion of the degree of importance of human 
rights m the context of British economic and 
political interests Alluding to political in¬ 
terests, he said: 

we musi judge carefully just how much pro¬ 
minence to give the human rights issues in 
our relationship with oihei governments. 
Someiimes. vsiih a Irieiidly government, that 
makes foi liaid choices (p 1245). 

Coming to economic interests, he was rather 
blunt in suggesting a trade-off between 
economic interests and respect for human 
rights' 

II we had dealings only with countries with 
impeccable human rights record our in¬ 
fluence in the world would be significantly 
reduced, and there would almost certainly be 
a consequent loss of jobs in this country 
(P 1245) 

He referred to “Britain's excellent bilateral 
relations with India”, an important element 
of which, he said, “is the many contacts at 
all levels between our two countries”. He 


632 


Economic and Political Weekly March 28, 1992 



pointed to the 8,00,000 people of Indian 
origin in Britain out of whom 3,00,000 Sikhs 
"are the largest group”/ The minister prais¬ 
ed the contribution of the Asian community 
in Britain to the national life and referred 
to the important role “Sikhs have played, 
and continue to play... in the life of the 
United Kingdom". 

Coming to the Punjab situation, Oarel- 
Jones articulated perhaps the clearest posi¬ 
tion so far of the British government: 
Unfortunately, a minority that has never 
commanded a democratic majority in the 
Sikh home state of Punjab has been waging 
a violent campaign for a religiously defined 
homeland. In attempting to obtain by 
violence what they cannot obtain by 
democratic means, those Sikh extremists 
threaten the constitutional fabric of the 
Indian state and put shame on the over¬ 
whelming majority ot law-abiding Sikh 
citirens (p 1246). 

He referred to Punjab as ‘the richest state 
m India’, to Sikhs, ‘in general', as industrious 
and prosperous, and to their dispropor¬ 
tionately high representation among "India's 
leading politician.s, public servants, in¬ 
dustrialists. business men and the military", 
and concluded that “they arc certainly not 
under-privileged or second-class ciii/ens" 
He recognised that, “Some menibers ol the 
Sikh community are conceined about what 
they perceive as a threat to the traditional 
Sikh way of life”. He also acknowledged that 
“they have long-standing concerns about 
water resources and a grievance about the 
promise made in the ld6(K, as ycl unfulfilled, 
to make the city of C handigarh the capital 
of the Punjab state alone” But he wished 
that these grievances "be pursued and rcsob 
ed through the democratis process raihci 
Chan by means of the bomb, kidnapping and 
the bullet” 

The minister was categorical in his sup 
port to the Indian gcweriinieni against lei 
rorist violence 

The Indian government faces ,i setioiis 
challenge from lerroiisi violence in the Pun 
jab, which has resiillcd in more llian S,(KH) 
deaths so far this year f)l those, some .1,2tK) 
were civilians and nieinbers ol ihe sesiiriij 
forces killed in terrorist incidcnis and about 
1,800 were terrorists We have heen par¬ 
ticularly appalled hy lerronsi attacks on in¬ 
nocent people. Irains and buses have been 
held up and innocent passengers gunned 
down (p 1246) 

He referred to the ‘Sikh terrorists' killing "up 
to 100 relatives ol police officers this year, 
including some women and childien” and 
“the murder of over 2.’' candidates” in ihc 
postponed elections of .liinc 19VI and slated 
that “we support the Indian government's 
efforts to deal with Ihc violence” (p 1247) 
Garcl-Jones then went on to add a point of 
caution: 

At the same nme, in our regular contacts with 
the Indian government, we have encouraged 
them to cxea'isc the greatest restraint in deal 
ing with the problems facing them, and have 
emphasi-sed i he need lo respect human rights. 

Another significant fact in the minister's 

reply was that: 


They | Indian government | tfcknoiMMge that 
some abuses have occurred and have assured 
us that members of the security forces 
responsible for wrona doing are brought lo 
justice. The Indian government have told us 
that, up to March 31. l‘Wl, 89 police officers 
and 79 other ranks have been dismissed Irom 
Ihe Punjab police force, and 68 officers have 
been prcmaliiiely retired We welcome those 
taels, which have not previously been made 
public, and we have emphasised lo Ihc Indian 
governmeni the iiiipoilance of making il 
clear dial inenibcis ot ihe security lorces will 
not be allowed lo gci away with rmscondtict 
(p 1247). 

It was not clcai. however. Irom the 
minister’s reply whether Ihc abovemciilioti- 
ed dismissals and picinaiurc leiircments of 
police ollicers were due to their violation ol 
human rights oi alleged links with militants, 
ferry Dicks was apparendv not satisfied with 
Ihc minister’s reply aiul i|uotcd die follow¬ 
ing excel pis liom the latest .Amnesty liilci 
national icporl on Piniiab 

The police base lepc.iiedlv trusiialesi .n 
lempis io bung iliosi .icsused ol h'lriuin 
nglils uolafions lo (usiice Invesng.ilioiis iiiio 
allegations ol oolisc loriiire ol dei.iniecs ,nt 
rare and even when dicy Imsc csiablislied 
lesponsibiliiy, prosn uiioiis .ire iiol known 
IO have osLiiirvd '\ldiougli in I'Wh die 
'siipicme C.oiiil oideied die I'uiii.ib go.cm 
meni lo lav clvuges against 21 polue olh.cis 
Klciililied as having lonuied dclainecs .11 
1 adha Ki'ihi lail 111 I9K4 and l‘/.S’s. die 
secrclan lo die t’lini.ih goveinniem s'h.irgcd 
with cariviiie oiii die ordei reliised lo do so 
I he Diieeloi Cieneral ol Polite opposed leg.il 
.ictioii on die gioniids dial sueh persoi unons 
would denioialist the polite foitc lo 
Ainnesly Iniein.iinmjI's liiowletlgt, no 
polite ollitfi has evci been coiivlticd ol 
toiiimiiiing liiiiiian rights siolaiion. in 
Puiiiati 

Dicks tontliided, " I hat taniiol be jin ;i.l vh 
recognition of human iifliis" 

Ihc iinnisici tonccdetl die point that pio 
seditions li.id 1101 l.iktn plate He said that 
“Ihc seiious allcg,alKins aboni human righls” 
made by Amiicsiy Inlernalional “musi be 
taken seriously, and die governmeni will cer 
lauds do so” Hul he again added the ndei 
that "wc base lo reeogrnsc the Ud’liciiliies 
facing die Intlian auduuilies and the need 
lor csceptional mcasuics to maintain l.iw 
and oiiici in the Punjab” (p 1247) 1 )ic 
minister ihic.iicncil scserc action agamsi 
those Sikhs in Britain who siipjioilcd tci- 
roiisi violfiiec m India and lie rciicratcil ihc 
Briiish prime minister’s assurance to the 
Indian government 

that wc will coiniiuie 10 work closely wiili 
thein |dic Indian gosernmcnl) m every 
way lhal we possibly can 10 defeat the evil 
of lerronsm. Wc shall coniinuc 10 look al 
ways of strengthening our co-opcration wrih 
India. We hope to be able to conclude a 
bilateral agreement with India soon cover¬ 
ing the confiscation of terrorist funds 
He also clarified the British government’s 
view of Pakistan’s role in the Punjab 
violence: 

Sikh extremisis in the Punjab claim 10 receive 
support in the form, of training and weapons 


from Pakistan. We urge the government of 
Pakistan to play their part in preveWfrig 
material support being provided from its ter¬ 
ritory to the Sikh extremists in Ihe Punjab 
(p 1248). 

The minister expressed hope that:- 

I he recent deployment of additional security 
forces to the Puniab is intended id achieve 
a climate in which elections can be held in 
febiuary 1992. Wc hope lhal the efforts by 
the Indian governmeni 10 find a democratic 
solution accepiable to the majority in the 
Punjab will succeed (p 1247). 

He concluded by making an oblique 
reference (without mentioning the IRA by 
name) lo the suffering cau.sed by terrorism 
in Britain and appealed lor all-out .support 
for the fight against terrorism. 

The November 29 debate was subsequent¬ 
ly followed up in the form of questions 
asking tor wiiiien answers. Madden, another 
Conservative MP, requested information 
Irom Ihc Indian governmeni “on how many 
police oflicers and other ranks from the 
Punjab police force have bc-en prosecuted for 
crimes up to March 31, 1991, the list of 
crimes committed and punishment made”. 
Maik lennox-Boyd, another minister of 
state foi foreign and commonwealth affairs, 
gave an incomplete reply 

In lespoiise lo out expression of concern the 
Indian govci nineni have inid us that, up to 
March 31. 19VI. a total of 137 police officers 
and other ranks have been punished for 
hiinian righls violations in Punjab.' 

()n IX-ccmbcr 12. ISNl, Madden asked for 
a gosernmcnl siaicmcnl on the caseKaramjit 
Singh ( hahalI he home secretary Kenneth 
Bakei iiifoimed the house that Ihe decision 
10 depoii Chahal in August 1990 was “for 
reasons ot naiional security and other 
reasons 0 / poliiual nature, namely Ihe fight 
against international lerronsm^ and that 
during the peiiod ol review of his applica¬ 
tion, Chahal “shoulil remain in dctenlidn”. 

Oil .lanuarv U, 1992, Ihc government in¬ 
formed the house that the charily commis¬ 
sioners “have used iheir power of enquiry 
111 some 17 cases involving allegations of 
misuse or misappropriation of funds, dur¬ 
ing the last three years, by charities con¬ 
nected with the -Sikh community living in the 
United Kingdom”, and, that in the last five 
years, no British or non-British national has 
been “(a) arrested, (b) charged, (c) con¬ 
victed” over ofleiiccs relating “to the fun¬ 
ding of terioiism in India”.* 

In a writ ten answer lo another question 
by Madden, the home secretary Kenneth 
Baker gave details of his official visit to 
India between January 2 and 6, 1992, where 
he disclosed: 

we discussed in particular the importance of 
co-opcralion between the governments of the 
United Kingdom and India in combating ter¬ 
rorism. I stressed oui commitment to the 
fight against terrorism, and to co-operation 
with India in this 1 also took the opportunity 
10 express our concern about human rights. 

I also discussed Ihe desirability of concluding 
a bilateral agreement to enable co-operation 
in the tracing, freezing and confiscation of 
terrorist funds and the proceeds of serimit 
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crime, including drug trafficking. In addi¬ 
tion, I di.scussed the suggestion by the Indian 
government that the existing extradition 
arrangements should be replaced by an ex¬ 
tradition treaty I agreed that our experts 
should again consider this, while having pro¬ 
per regard to the practical and legal 
requircnients.'* 

Briiain’s INII Kl Sts 

Two issues concerning the Indo-Britisli 
relations which emerge most prominently 
from the November 29 debate and some ol 
the related questions raised laict in the ( om- 
monsare' politico-economic inteiestsol the 
British slate government and the concern in 
UK about the human rights situation in 
India. Politically, India’s importance to 
Britain lies in India being the biggest coiin 
tiy in the Commonwealth which, in turn, is 
important to Britain to enhance her bargain¬ 
ing power in world politics The relative 
decline ol Britain as a world economic 
power makes the C ommoiiwealth all the 
moie imporlaiil for Britain as an extra 
source ol political strength in formal and 
informal world political forums. 

Economically, the vastness of a potential 
market in India tor British capital and con 
sumer goods makes India an imporiani 
Asian country in British economic calcula¬ 
tions. The new hbcralisalinn policy in India 
and still more, the new opportunities lot cx 
.iranding trade with India alter the disintegra¬ 
tion oPthe USSR seems to have added to 
India's economic attractiveness for British 
business and the governnieni In an exclusive 
interview during his recent visit to India, llic 
Biitish foreign .secreiarv Douglas Hurd is 
reported to have said that “his country was 
willing to provide arms to fill the gap cieaied 
by the cc.ssation of imports of mihijtv haicl- 
ware from what was once the Soviet 
Union."' 

Although in the US and the lorrner Soviet 
Union, the domestic economic pressures and 
the changed world situation had led to cuts 
in defence spending, Britain has not made 
cuts on a similar scale and, consequently, hei 
position in the world military power balance 
has gone up. British moves to step up its 
arms exports are, among other things. Ihe 
result of this changed international scene 
and the need to reduce her balance of 
payments and budgets deficit which has 
become an imperative economic necessity to 
control domestic inflation and improve 
international competitiveness. Increasing 
arms exports has become important also to 
retain jobs in the defence industry IcK-ated 
in those constituencies—including lory 
chairman Chris Patten’s (Bath)—which arc 
viewed by Conservatives as hightv significani 
for securing an election victory.’’ 

In the interview mentioned above, Hurd 
seemed to have offered a political bargain 
10 the Indian govefnment on human rights 
in return for giving access to the Indian 
market for British arms exports by asserting 
that “the major violators of human rights 
were terrorists, be it Punjab, Kashmir or 


Northern Ireland". It is unlikely to be a mere 
coincidence that almost within a month, the 
British home secretary, foreign secretary and 
the royal couple have visited India. The 
I imw (London) in an editor lal on the royal 
couple’s visit to India, pointed out the ‘ar¬ 
my’ as one ol the legacies of the Raj both 
countries can be pioud of'- Its India 
reporter highlighted the iintxvrtance given to 
economic inicresiv during the visit," a 
point which was taken iiolcol also by British 
IV Duimg a meeting between the piimc 
mmisicis of UK and India at the time ol the 
teccntly held UN summit, a decision was 
repoticdly taken that lohn Major should 
soon visit India India seems to be buck, 
uflei an inleiicgnuni ol decline in iinpoi 
tance, on the poliiical and economic agen¬ 
da ol the British stale and the ( onscrvaiive 
government 

I he coriceiii v)l the pieseril Biilish govern 
menl with her polilual and economic m- 
leiesls and the liade-ofl with concern tor 
human rights is dearlv icnecled m the 
ministers sitiletnents made dining ihe 
November 29 debate like 'hard choices' when 
dealing ‘with a friendly goveinrnenl’, Ihe le.ir 
ol decline in ‘out inllucnce m the world' and 
that ol ‘loss ol jobs in this coiiiilry' it “wc 
had dealings only with couiitiies wiiti im 
peccable human rights lecoid" 

It the British governmeril calmest alloid 
to completely ignoie violations ol human 
lights as an issue in hei loieign policy in 
general and India I’unjab policy in par 
lictilai. It IS. perhaiis, due to two mam 
reasons One. in general it is the explosion 
ol popiilai interest in human tights in the 
European political culture and in Britain 
alici the I lanannicn Square massacre and 
Ihe disiiilcgraiion ol Stalinist icgiincs in 
USSR and I astern I utope," and two in 
particular, the political weight ol the Ptiniabi 
immigrant cominumlv in UK The viciory 
of Ashok Kumar, a scientist who was born 
in Jallaiidhar disiiici ol Punjab and is now 
a British cili/cn, m a parliamciilais bv 
election last year as a Labour candicluie is 
symptomatic ol the giowing innuence ol 
Punjabis in Brilisli political hie Kuinar’s 
election as the first Punjabi MP in Britain 
has been welcomed by Punjabis of all 
political shades. His visit along with Roy 
Halterslcy, the deputy leader ol the laibour 
Party and shadow home ministei, to several 
important ‘gurudwaras’ and other religious- 
political institutions in the Midlands, seems 
to be aimed at consolidalmg Punjabi elec¬ 
toral support for latboin Roy Hallersley’s 
reported assurance to a delegation ol the 
British branch of the Punjab Human Rights 
Organisation (PHRO) that a I abour govern¬ 
ment would actively seek to support re.specl 
for human rights in Punjab seems to be a 
continuation of the same politico-electoral 
strategy. Sinnlarly, Gerald Kaufmann, 
labour’s shadow toreign secretary, in a press 
statement issued apparently in response to a 
suggestion from another delegation ol 
PHRO, has said that Labour government 
would set up a ministry for human rights 


and a parliamentary select committee on 
human rights and that countries with record 
of human rights violations will face a ban 
on economic aid and arms sales. 

luibour's decision to field Piara Singh 
Khabra, a widely iesr>ectcd Punjabi, from 
Southall constituency in spite of intense lob- 
bytng by his opponents lot a ‘white’ can¬ 
didate, has raised Punjabis’ hopes of sen¬ 
ding aiiothei Punjabi to Ihe British parlia¬ 
ment and has certainly expanded luibour’s 
influence among Punjabis Most opinion 
polls suggest that Labour and Conservalies 
arc m a neck and neck race with each parly 
cxpcxlcxl to isoll about 40 per cent of the vole 
and the remaining 20 per cent divided bet¬ 
ween Liberal Democrats and other parlies. 
The sigmfrcaiice ol maigmal conslilueiicics 
and inargmal coles have, therefore, incieas- 
ed substantiallv and this has added to the 
viitical impoilanci ol ethnic minority vote 
Punjabis and (lUiaraiis being the two biggest 
ethnic minorities with Indian background. 

I .abour seems to be aiming at Punjabi votes 
and (. onscrvaiives may ami ai Gujarati votes 
though Ihe picluie is not as yet very cleat 
because there are ( onset vat ive supporters 
among Punjabis and Labour supotlers 
among Gujaiaiis 

A Conservative governnieni is likely to be 
more sympathetic lo the Indian govern¬ 
ment’s point of view on human rights, 
especially il the latter lollows more pro- 
liberahsation ceononuc poltcics and a 
I abour governiiieiil ic likely lo have a more 
cniieal stance csii liumaii rights issues 
especially it Ihe lallei is seen to be closer 
lo BJP and lollowing more right-wing 
economic and political policies Either way, 
Ihe concern lot human rights is hound lo 
remain coloured by economic iiileresis and 
political const derations 

In stalc-to-slalc relations, goveinments arc 
likely lo give primacy lo economic interests 
while pohlical-clecloral pressure Irom below 
IS likely lo be the main compelling force lor 
any parly in power oi m opposition to give 
consideration lo human lights Therein lies 
the significance ol the research and cam¬ 
paigning work of human rights organisa¬ 
tions m raising public'awareness about 
human rights and the countervailing 
bargaining power ol the human rights 
vote.'' Media revolution, cspeeially global 
TV coverage, is, despite sevcial handicaps, 
a powerful ally of human rights pressure 
groups. It is now very difficult, though not 
impossible, for any government to continue 
aid and trade relations with a country where 
a persistent violation of human rights is 
taking place. Political cmburrassmciii and 
even damage caused by a possible human 
rights backlash effect at home is likely to act 
as a checkmate against continued and un¬ 
qualified economic and political support to 
an aiithontaiian government."' 

Unlike America where isolationism seems 
to be gaming strength, in Britain there is 
growing public support for more foreign aid 
to developing countries.'’ Each political 
party is vying with its rivals lo publicly pro- 
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dum iu commitnMmt to increasing overseas 
developing aid if it comes to power." It 
may seem puzzling to those who view every 
secessionist movement as narrow-minded 
lutionalism that the Scottish National Party, 
which is righting the elections on the slogan 
of seeking Scotland’s independence from 
Britain, is the most internationalist of all 
parties on overseas development assistance. 
It has pledged that “Scotland will accept as 
an immediate target for the aid budget the 
UN figure of 0.7 per cent of gross national 
product, but would aim at I per cent of 
GNP by the fifth year after in 
dependence”.''' Growing public suppoii foi 
more foreign aid and linking it up unh 
human rights record ol aid receiving conn 
tries is a public sentiment which liuinaii 
rights organisations need to harness against 
governments pursuing their economic in¬ 
terests of trade expansion and sacrificing 
human rights. 

INolt'f. 

1 An excrileni exposition of a view, which 
could be considered closesi lo the Liberal- 
Democratic stand, IS Joe Rogaly's 'Passage 
to India', Ftnaniiul Times, I ondon, 
April 23, 1991 which argues that “Indians 
in order to 'realise their poicniial', need in 
not only move towards cun federation bin 
also risk that in the end .some of them go 
their separate ways" 

2 The Green Party, Policy Slalemeni. Punjab, 
September t9g8 and Green Parly, Back- 
Kround Papers on Pupjab (1988). 

3 House of Commons Parliamentary IX-baics 
Weekly Hansard, Issue No 1573, Vol 199, 
No 22. Novernbei 29, 1991, Hei Majesty's 
Stationery Office, London. 1991, pp 1241 
(all page numbers in the text refer lo ihis 
issue of the Weekly Hansard, referred lo as 
Hansard henceforth) All emphases in ihc 
texl arc mine. 

4 A written answer by the governmeni to a 
question in ihc House of Commons stales 
that “wilhin Great Brilam people desenh 
ing themselves as being of Indian, I’akisiani. 
African and West Indian ethnic minniils 
respectively formed I 4, 0.8, 0 2 and 0 9 fici 
cent of the lotal” Since the governmeni did 
not have comparable informaiion foi 
Northern Ireland, these proportions for ihc 
whole Of Dniied Kingdom aie not yci 
known. These proporlions are estiinalcs 
averaged over three years' laboiii force 
surveys—1987. 1988, 1989. Hansard, Issue 
1574. December 3, 1991, p 116. The latest 
information based on 1991 General ' eiisus 
was not yei available The 1991 figures are 
likely to be higher than ihe ones quoled 
here. According lo a financial Tones 
(Weekend March 14-March 15. 1992) 
report, voters ol ‘New Commonwcalih' 
origin are 5 pei cem of LiK's 43 million 
registered voters 

5 Hansard, Issue 1575. December 10, 1991, 
p 390. The written an.swer did iioi coniain 
any information on the nature ol punish¬ 
ment. There is a discrepancy in ihc inloi 
malion supplied during the November 29 
debate (89 police officers and 79 other ranks 
dismissed and 68 officers prematurely 
retired—a total 247) and the written answci 
on December 10, IW. The explanation for 
the discrepancy, perhaps, lies in this that out 
of a total of 247 police personnel punish¬ 
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ed. IS7 have been punished for “human 
rights violations”. Tlie remaining 90 could* 
have been punished for other crimes, in¬ 
cluding, perhaps, links with niliuuits. In the 
absence of more specific information on the 
nature of punishment for human rights 
violations, the Amnesty Internalionars 
claim quoted by Dicks on November 29 that 
“no police officer has ever been convicted 
ol commuting human rights violations in 
Punjab" remains unrebulled. 

In reply to anol her question by Madden on 
“how many (a) olficers and (b) other rank.s. 
serving in the army, police and other securi¬ 
ty torses in Indian Kashmir have been 
(i) discharged, (ii) prematurely retired and 
(III) proscciiicd lor crimes, and the types 
ol criiiies commilicd and the punishment 
made’', ihc niinislcr’s wniien answer con- 
lained relalivcl) more specific and direct 
inlornialion 

"in response 10 our expressions ol concern 
the lndi.in Governmeni have provided us 
with ihc lollowing information on 68 
nicinhers of the security forces who have 
been punished lor human rights violations 
in Kashmir 

(a) Arms. Two officers have been given 
piison seiiienecs of 10and II years respee- 
nvelv, 11 olficers severely reprimanded and 
two olhei ranks dismissed 

(b) ( entral Reserve Lorce Iweniv-ihrce per¬ 
sonnel have been suspended 

(c) Bordei Securiiv Force I ourlecri person¬ 
nel have been imprisoned. 10 suspended, 
and SIS others reprimanded." 

Hansard, Issue 1575, December 10. 1991, 
p 390 

6 Chahal who has been living wiili his wife 
and leenaged children in GK lor over 20 
years, is believed lo have pariicipaied in 
vioicnl cxlremisl acliviiics m UK and in 
carlv 80s in Punjab where he was allegedlv 
subjected lo police lorlure I he Briiish 
govcrnincm’s decision lo deport him lo 
India and lo lejeci his application foi 
asylum was siicc'essriilly contesicd by a 
radical human iighls aclivisl lawyer who 
had earlier delended rclugees from Zaire, 
Sri Lanka and Kurdisian The high couri 
was conviiieed by Ihe evidence bioughi by 
( hahal’s lawyci icgarding the pcrsisleni 
vicvlaiioii ut human nghls in Punjab and Ihe 
possibility ol r hahal being subje'cled lev loi 
lure it deported to India I'hahal's case ai 
iracicd the allenlinn of parliameni, media, 
human rights organisalions and legal 
organisaiions because of the wider implica- 
lions of Ihc new Asylum Bill Ihe Brilish 
law Society has warned lhai unless ihe 
governmeni's Asylum Bill is amended, 
"many gen nine asylum seekers will be 
denied natural juslice and could be return¬ 
ed 10 eouniries where Ihev lace iniprison- 
nienl, lorlure and dealh" cjuoied in f man¬ 
ual Tunes, Februaiv 10, 1992 

7 Hansard, Issue 1575, December I2, 1991, 
p 510 

8 Hansard, Issue 1577, Janiiarv 1.3. 1992, 
pp 46,3-64 

9 Ibid, p 468 

10 'Hurd olleis arms lo India’, Ihe liiiies oj 
India, laiuiary 18, 1992 

11 On Ihe economic and political imporianec 
of arms exports, see a report on ‘Delence 
Industry', The Economist, I ebruary 22-28, 
1992 

12 Tandoori wiihGhips’. The Tones, London, 
l ebriiarv 11, 1992 

13 'The Princess ol Wales went alone yester¬ 
day to India's monument to love, the Taj 


Mahal, while her husband met architecture 
.studentsand businessmen in Delhi... Ad¬ 
dressing the Indo-Briiish Industrialists' 
Forum, the Prince praised the economis 
reforms of the Prime Miiiisier P v 
Narasimha Rao and predicted that ihy 
economy was poised to take a dramatic leap 
forward”. The Times, Frtruary 12, 1992 

14 In EEC's criteria of recognition of new 
states—evolved in the conteai of Slovenia's 
and especially Croatia’s independence from 
Yugoslavia—key importance has been 
assigned to insi itulional safeguards for the 
protection of human rights of minorities in 
the states seeking independence. In Britain, 
there seems to be a competition b etw ee n the 
governmeni and the opposition lo present 
each's own political initiatives as more 
oriented to the defence of human rights 
than the others For instance, Ihe Conser- 
vralive governmeni came under attack from 
Ann Clwyd. labour's shadow minister for 
overseas development, for giving primacy 
to short-term interests over concern for 
human rights She especially cited the case 
of British-lndonesian economic relations in 
the context ol ihe massacre in East Timor 
on November 12, 1991 (financial Times, 
February 12, 1992). I ynda Chalker, minister 
lor overseas development, tried lo rebut this 
criticism by eiling Ihe government's action 
in "cutting olf aid lo Burma, Sudan and 
Somalia" and some other unspocificd ‘Tiction 
in rceeiil months on Kenya and Sn Lanka” 
(f manual Tones. February 19, 1992). 

15 ll IS Ihc high quality of researrh investiga¬ 
tion done by organisaiions like Amnesty 
Inicriiaiioiial (AI) that has laiscd its prestige 
lo a level lhal when Margaret Thatcher 
clashed wiih AI over ils erilicism of the 
governmeni Hoops shooiiiig down three 
IRA aeiivisis in Gibraliar during her prime 
minisiership it was Thatcher who suffered 
political damage from ihc row For my 
review of Aniiiesiy’s Report on Punjab, see 
The Round Table. I ondon (lorthcoming). 

16 Most well known rceeni eases arc (i) Western 
aid donors have successfully pressurised 
Kenya lo allow niuih-party participation in 
elections (ii) Indonesian government has 
been forced to lake action against military 
officers wlio were found in I he govcrnmenl’s 
enquiry —insiiluied iiscll under western 
goveriimenis' and UN prc.ssure—to have 
ordered firing on peaceful demonstrators in 
East Timur on November 12. 1991, and 
(iii) Chinese goVerauficni has agreed to allow 
a visit by Geoffrey Hbwg, former British 
foreign secretary lo China (o investigate 
allegations about human rights abuses. 
China IS also believed lo have assured the 
British government lhal Ihe period of im¬ 
prisonment of sentenced Chinese dissidents 
would be reduced by deducting the period 
of detention bclore and during the trial 
from (he total period of imprisonment. 

17 World Development Movement Survey, 
March 1992. 

18 Edward Mortimer, 'Foreign aid as vole win¬ 
ner’, financial Times, March 18, 1992. 

19 Ibid. Though British aid programme is Ihe 
sixth largest among western donors, ils 
overseas aid as percentage of its GNP has 
fallen from O.SI in 1979, Ihe year Conser¬ 
vatives came lo power, to 0.27 in 1991-92. 
See Mortimer ibid. For a recent study of 
overseas development aid to India, see 
Michael Lipton and John Toye 'Does Aid 
Work in India? A Country Study pf the Im¬ 
pact of Official Development Assistance, 
Routledge, 1991. 
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PERSPECTIVES 


Economics of ‘Oligopoly in 
Oligarchy’ 

S R Sen 

In modern economics the analysis of the two polar scenarios of 
market economy and command economy has been quite thorough. 
But that cannot be said of the intermediate scenario of 'oligopoly 
in oligarchy’, the basic hypotheses needed for which are more 
complex. 


IN an earlier article (‘Oligopoly in Oligar¬ 
chy*, EPW, September 7, 1991), it was noted 
that "what the world is really heading for 
IS ‘oligopoly in oligarchy’, quite different 
from ‘market economy in democracy’ that 
the liberals wanted and ‘command economy 
in a proletarian dictatorship’ that the 
Marsists fought for’’. 

The analysis of the two polar (or extreme) 
scenarios of market (or competitive) 
economy and command (or monopoly) 
economy that modern economics has made 
IS quite thorough. I here is little need lor fur¬ 
ther research But that cannot be said of the 
inierinediale scenaiio of ‘oligopoly in oligar¬ 
chy' I he mam reason is that the basic 
hypotheses needed for the latter are more 
complex than those lor the former 

However, before the lir.st step is taken loi 
the analysis ol this more complex reality, it 
may be useful to recapitulate the major con¬ 
clusions ol economics about the relatively 
moie simple polar scenarios 

MAKKI I F.( ONOMY 

So lai as the first scenario is concerned, 
the main conclusions arc 

In a markei (ot competitive) economy in 
a democracy (or a competitive polity) price 
IS deiei mined by competition between a large 
number of sellers and buyers and is regard¬ 
ed as given by the entrepreneurs. Profit 
maximisation is the main driving force for 
them. Such an economy can have cither full 
(or keen) competition or somewhat less (or 
monopolistic) competition. 

Profit can be maximised under full com¬ 
petition conditions by (i) reducing cost ol 
production and marketing and/or (ii) expan¬ 
ding sales by attracting new groups of buyers 
to the same market and/or (lii) extending the 
area of the markei itself. Cost cat. be reduc¬ 
ed partly by better combination of the fac¬ 
tors of production (or innovation) and partly 
by reduction of their remuneration (especial¬ 
ly real wages of labour). New buyers may 
be attracted by advertisement or securing en¬ 
try into new markets. This system tends to 
maximise production and economic growth 


so long as demand can be mainiaincd or 
other contradictions do not arise. This has 
been proved conclusively by neo-classical 
economists both analytically (or quahiaiivc- 
ly) and mathematically (or quantitatively) 

Price can be somewhat higher than the 
above in a ‘market economy having mono¬ 
polistic competition' because of the inabili¬ 
ty of some ol the existing entrepreneurs lo 
increase their sales or of new entrepreneurs 
to enter the market Production and 
economic growth will be somewhat less 
under this sub-scenario than the fully com¬ 
petitive one. I his has also been conclusively 
proved by neo-classical economists 

Hut in the long or secular period, the 
market economy is prone to instability, trade- 
crisis, unemployment, economic exploita¬ 
tion, serious inequality of income and 
wealth, etc, as pointed out by political 
economisis like Marx (inherent contradic¬ 
tions). Schumpeter (cieative destruction) and 
their lolioweis primarily through qualitative 
(Ol non-mathcmaiical) analysis. 

Success or lailuie ol market economy is 
largely delcimincd by the relative elliciency 
or success or failure of entrepreneurs as a 
group. The mam driving force and determi¬ 
nant are the profit motive and degree ol 
hort/ontal competition. Profit is the key in¬ 
dicator for such a system. 

C(JMMANl) Hi ONOMY 

So far as the second scenario is ciYncern- 
ed, the mam conclusions are. 

In a command (or monopoly) economy 
m a dictatorial (or non-competiiive system), 
pi ICC IS determined largely by a key decision¬ 
maker or ‘boss' in a monopoly organisation. 

Success or failure of such an economy is 
largely determined by the relative efficien¬ 
cy or success or failure ol the ‘boss’. The 
.main driving force and determinant in a 
uionopoly economy are monopoly profit 
seeking motive and vertical compulsion 
(command or pressure or emulation). 
Monopoly profit is the key indicator for such 
a system. 


Under a monopoly economy, operational 
considerations tend to play an important role 
pari passu with supply and demand con¬ 
siderations. But reliable and timely informa¬ 
tion about the changing situation is often 
lacking. Prices and returns lose much of 
their role as alliKators of resources and 
equators of supply and demand. Inertia 
lends to gain strength. Prices, once fixed, 
and investments, once made, tend to con¬ 
tinue unchanged for a relatively long period. 
It IS only when some obviously unsatisfac¬ 
tory situation or unsustainable relation bet¬ 
ween supply and demand attract the atten- 
iion of the ‘boss' that prices and investments 
arc changed by lial rather jerkily and often 
loo laie and too little 

C ommand or monopoly economy is more 
stable than markei economy in the short 
period but less adjustable, sustainable and 
innovative in ihc long run. It lacks the seiec- 
iive pressures or giowth (Hirschman) and 
creative destruction (Schumpeter) which are 
strong points of maiket economy, in times 
of emergency, c g, trade crisis or war, it may 
do beticr than markei economy lor relatively 
short periods Bui it lends to break down 
suddenly if continued for too long. People’s 
hankering for freedom of choice may prove 
stronger than lor the cocoon of security that 
(his system may provide. Production and 
growth rate in selected priority areas may 
often be higher under command or monopo¬ 
ly economy but general production and 
economic growth rale are usually higher 
under maiket economy. But to the extent 
monopoly discrimination proves more feasi¬ 
ble under monopoly, these may be higher in 
It than in a partially competitive system 
where this is not leasiblc. Therefore, prefer¬ 
red classes may do belter under a command 
economy depending on the objectives of the 
commanding authority. Even the people in 
general may do better for .short periods 
under command economy relatively to 
market economy but not over the long run. 

Of KiOl'tJlY IN OLIOARCHY 

Oligopoly in oligarchy, being an in¬ 
termediate scenario between market and 
command economies, may share some of the 
good and bad points of both. 

Oligopoly basically means a very limited 
number of entrepreneurs (or decision¬ 
makers) in the economic field. They consider 
price as not necessarily given but alterable. 

Where there is keen competition among 
these entrepreneurs, it is like market 
economy discussed above. Where there is 
collusion among these entrepreneurs, it is 
like monopoly. Discriminating monopoly 
practices may also be feasible then. Where 
there is only partial collusion among these 
entrepreneurs, the result will be as in 
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inonopoli<>tic competition. Discriminating 
monopoly practices will not be feasible then 

Conscious elfori to inaxiiiuse monopoly 
profit and restrain compcinion ate the i«o 
main motivaiiuns for oligopolists 

Total production and economic growth 
lend to be lowei undei oligopoly compaied 
to both liilly Lonipeiilive cconoriiv and 
monopoly econoniy ol the discnminaiing 
type Oligopolists are often tcni|>ted to use 
legal (c g, piopetty, product or process 
rights) or olhei riielhods to discourage new 
cntranis to keep down competition or new 
mnovatioiis tci avoid new investmini I he 
result may be iiielficieiKy, obsolescence and 
stagnation I hey may alst> tiy to keeii up 
their profits by raising prices or redueirig real 
remuneration of other factors, especially real 
wages of labour They may not, howevci, be 
able to do so because of resistance Ironi con¬ 
sumers and labour in particular unless they 
have strong support troni the goverriineni 
lliis becomes less ditticiili the smaller the 
number of governnieni decision-makers thes 
have to deal with 

Then lobbying power with a lew cil the 
latter, I e, oligaiehs, becomes then a mote 
eonvenient inethesd than election campaign 
ing among the large nmllitiide of cotets m 
a democracy Illegal gratilication beconres 
then an important factoi in this system 

Oligarchy means a very limited niimhei 
ol decision makeis (key politicians oi 
bureauciats) in goveininent lire main ob¬ 
jective ol oligarchs o to acquire and letain 
powci m the government I he mam delei 
mmaiil in an oligaichs is iHiwei seeking 
motive and vcitieal compulsion Since ii is 
dllfieult to quaniilv powci, it mas he con 
vcmciit to regaid 'quasi lent' as a loiigh 
‘prow’ mdic.itor foi powei I ven where lire- 
dlllcrence belcseen power and 'qiiasi-iein' is 
large, thal between the trends i»t the in 
dicatois of the two sliould be much sinallei 

llnlike prolit tii.iMinisation, ‘qu.isi lenl 
inaMmisaticin does not aim at iinpiocing 
economic ellieieiicv hut only at getiuig a 
sizeable share ol the ecoiioiiiic suiplus loi 
ensuring the power seeking and ie‘iainmg oli 
jeeticrs ol the oligaich 

Where the oligarch happens tci be a 
bureaucrat, there is an impoi lam addilioiial 
delerrmnmg laetor, \i/, hieiarehie.il slim 
tuie ol buieaiKr.icv and his c>wn posiiion oi 
status in II St.iliis seeking is ditlercni trom 
quasi rent seeking in .in imporiani sense in 
that It depends on hieiaiehical espaiisicm as 
dcseiibed hv I'aikinson With eeoiioniic 
growth, buie.rnci.iev has become a seis irn 
porlani loiec in both sa|iilahsl and socialist 
eouniiies Si.iius seeking nec'ds. theteloie. to 
be added to piolil seeking and power seek 
mg m a suidv ol oligoiioly in oligaiehy 
Status seeking .dso adds signilieanllv lev non 
produelise cost Hut it is also diflieult to 
quantity status It may. thcrelore, be eonve- 
meni to regard the numhei ot subordinate 


staff and the pattern of its hierarchy as a 
rough ‘prow’ for the status of a bureaucrat. 

for economic analysis of the system of 
oligopoly in oligarchy, there will be then 
need loi indicaiois of profit, quasi-reni and 
staff hierarchy In addition, it will be 
iiecressarv to hacc deai enough intormalion 
about the decree ol collusion (or compeli- 
lion) 111 llie iwo It tins is not .avail.ihle. some 
sysieiTi ol gr.'ided .tssiimpiioiis (cm inosies) 
may prine use In I 

Available ilieoiies and tools ol ceonoiiiis 
analysis like those desciibed m Shapiio, 
Thi'oru'\ <</ (liehuviour I elellnei 
and Koehler, Ih in iht- Mcihn- 

r/o/ogr o! Sot nil Srrrvrrr'v and liilloek. 
JoHdrds a Miiilu nHiiit s oj Pollin ', mas be' 
ol some help (i.iine iheoiv ma\ also aiJ 
eeoiioii'elrie aiiaivsis ol at Icasi a pail <'l the 
system as appears (loiii f iiedmun, Olii;of>ii/\ 
and Ihc Thaoi i ot Gann", and Rrems, Game 
Thaory and Poliin s Hut as I hey stand lod.iv 
both eeoiioiiiies and eeoriomelries ate quite 
inadequate lor useliilly lueklmg the pio- 
blcms invoiced Much more research will 
have to be Linderlakcn il any precise eondii 
sicins are to be draevn. 

Mic onlv conclusions llial can he dr.tcvii 
(lom c'unenlh Icasihle neo-classical analvsis 
aie lalhc'i gciicial, vi/, ihal cost ol prodiK 
lion in.IV be highei, production and 
ecoiioinie growth lowci and stagllalioii 
greater under .i system ol eiligopoly in oligai 
eliv ih.in uiitlei both the polai systems ol 
tulle cornpc’lii ICC and disei imiii.iling 
inonopolv economies 

l‘.>ssihilit\ ol undesirable eonsecinences 
will be less il resiiietivc practices by 
oligopolists and ctuasi rent colleelion elloris 
by oligaiehs ate elleeiively kc pt in dieek hv 
iranspaieiil and etieeiive coiinleiv.tiling .u 
noils bv a goceriiineiil cchidi is ot ■.iidi a 
11 .nine .iiicl undei sndi compulsions like licc 
pass aiul popul.ii piessuie .is to uphold 
social inleiesi .tgainsi grenip or individual 
inieresi 

loi studying the long oi secular peiiod 
cciiiscqueiicCs ol the system, one would have 
still lo nil 11 to qualitatise analvlieal ledim 
qiies ol political ecoiioniv like neo Mai Man 
Ol neo Sdniiiipeleiiati appiodches I loni the 
staiidpoini ol both inherent eonliaclic'lioiis' 
ol the Maisi.in tvpe and ‘eiealice dcsinic 
lion' ol the Schiiiiipelcrian tvpe, the enieig 
mg system ol oligopols m oliguidiy is likelv 
lo be dc’sei lo ilie inatket eeonontv ol the 
I IS tvpe than i he command ceoiunnv ol the 
Icuniei I'SSR lv[ie il is a moot question 
whelhei evenluallv it will also lace a ciisis 
ol the tvpe lhai USA laec'd m 1910 ralhei 
than the crisis ol the type Ihal USSR laced 
III 1990 OI ol a completely new type and if 
so, after what kind of gesia'ion period, 
shoilei or longer. And what will happen 
thcreallei - a repeittion of the cycle or a 
movement towards a completely new 
direction 


Although political economy of long or 
secular period contccquences of oligopoly in 
oligarchy will have necessarily to be non- 
maihcmatical. it may benefit partly from at¬ 
tempts at econometric analysis of the follow¬ 
ing type ol inlormation based, where 
necessary, on some sort of approximate ‘pro¬ 
xies' and or trend indicators: 

(1) Digicei't collusion among oligopolists 
\c ho .lie small in number lor increasing 
monopoly profit by (a) raising prices in 
real ter ms, (b) lowering wages in real 
terms 

{1) Uegtee ol collusion among oligarchs who 
aic small in number for increasing their 
share ol quasi-rcnl 

(1) Degree ol collusion among bureaucrats 
who are substantially larger in number 
lor (a) increasing their share of quasi- 
icnl, and (b) improving their status in the 
Ineraiehieal siafi siruclure. 

|4) Degree ol pressure from elected 
legislators (as representatives ol con¬ 
sumers who are very large in number) for 
preventing 1(a) 

(‘') Degree ol piessurc from trade union 
leaders (as repieseniatives of wage 
ear nets who aie very large in number) 
leu preventing 1(b) 

(6) Ratio ol the number ol middle class (ex¬ 
cluding oligopolists, oligarchs and wage 
earners) lo the total number ot (a) voters, 
(b) wage catners, (c) salary earners, 
(i) goveinmenl—civil, (ii) government— 
deicnec, and (ni) non government, 
(d) oligopolists and i>ligarehs 

(7) Avciage lag in changes m piiec's lelalively 
to changes in supplv and demand ol 
typical maioi piodiiels subject to 
oligopoly 

W hileihe needed leseaich wcuk is siill to 
be done, it may not be uiidiilv lia/aidous to 
make one cone hiding remark Fhe eonfliel 
hc'lweeii liecdcsrii and economy on the one 
hand and seeurily and equity on the other 
that the world witnessed between 19.10 and 
1990 is likely to eontiniie in lulure with m- 
cieasiiig relevance lor the relationship bet¬ 
ween the numerous eoiisuinets/voicis and 
very small number of c'hgopolists/oligarchs. 

I he role ol changing industrial and military 
leehiiology m this will be imporlani The 
growing middle class will also play a more 
sigmlieant role than in the past l urlhcr, the 
longer a v/r/rirv i/iio is muinlained in a 
oligopolist ohgaichy without making the ad¬ 
justment that the changing basic situation 
requires, the greater will be the revolutionary 
urge to change it drastically If the ‘creative 
destruction’ of the obsolete does not come 
in frequent small doses, as through a safety 
valve of a steam boiler, ii may come after 
a long interval through an explosion of the 
boiler itself. But that is perhaps not a sub¬ 
ject matter of economics or even political 
economy but of social dynamics and history. 
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Economics of Shifting Cultivation in India 

K N INinan 

This paper analyses (he economics of shifting (or Jhum’) cultivation vis-a-vis settled (terrace) cultivation in 
north-east India, with the help of micro-level data and information available in the studies conducted by some 
agro-economic research centres. The study'indicates that settled (terrace) cidrivation is not as remunerative as 
shifting cultivation. 

The paper argues that the strategy for hid area develo/mieni in India which has hitherto focused on the narrow 
issue of shifting (jhum) versus settled cultivation should shift its emphasis to the larger and more relevant issue 
of diversification of economic activities in the lull regions, which holds the key to the hit tire and eionomic pro¬ 
sperity of hill and tribal regions. 


I 

Introduction 

SHIFTINtj cullivalion, oi jhum' cultna 
tion as ii is more commonly kiumn in India, 
is an agricullural system whidi is iliaiaclcii'.- 
ed by a rotation of field rather than ot srops. 
by short period ol’croppin}: allcniatiii}.' sutli 
long fallow periods and hv clcariii!.' bv me.ins 
of slash and burn.' It is both a labour in¬ 
tensive and land estensr e process ol cul'isa- 
lion.^ Shifting culiisaiion occupies a 
distinct place in the tribal ccoiiomv and coii 
stitutes a vital pan ol the life-style and socio¬ 
economic set-up of htll and tribal legions 
This form ol cultivation is legatded us a 
distinct stage in the evolution of agri¬ 
culture.' In fact Its origin is traced to as 
far back as the neolithic peiiod bet ween ilie 
years 1300 to 30(X) BC.' 

Shifting ciillivalioii is nol conlincd to 
India alone but is repoiied iii other parts ol 
the world too, particularly Afiica. I atin 
America and parts ol Asia It is practised 
on a wide range ol soils, amid so mans types 
of vegetation and by people of such widely 
varyidg origin and culture that it shows great 
variations in the types of crops grown, ihc 
length ot cropping and lallowmg peiiods 
and methods of cultivation Shilling cultiva¬ 
tion IS confined to regions w nh medium to 
high rainfall of between 2..^(K) to lO.tKX) mm, 
and on hilly slopes generally between 1(X) m 
and l,2(X) m, but in some pai is may also ex¬ 
tend up to 2,000 m. It IS mostly practised m 
regions w-ith low population densilv An 
FAO study in 1957 observed that about 2(X) 
million people scattered ovei l.fXX) million 
ha of (he woild practise shifting culiiva 
tion.’ Another study observed that shitting 
cultivators constituted 10 pet cent ol the 
world's population and extended to over 30 
per cent of the world’s exploitable soils \ 
more recent estimate by the lAU in its 
Tropical Forestry Action Plan indicates that 
out of over II million ha ol forests which 
are being cleared every year, as much as 45 
per cent is accounted for .by shifting and long 
fallow agriculture.'' 

Despite its ancient roots and popularity 
in the hill and tribal regions, shifting cultiva¬ 
tion has been subject to .severe ciiticisin. 
primarily on ecological grounds. Shifting 
cultivation is considered by many to be 


CLologiv.ally dcsliiKiivc Ihcicare, tiowcvci. 
others who view it in belter light Thoic are 
points to be said in lavour ol aiul ag.iiilsl 
shiliiii.e i.uliiv.iiioii liom the ecological and 
econoniK points id cicvs In the discussion 
that lollows we h.ivc tried to analyse these 
v.inous aignnienis lor and against shilting 
cultivation Ikloic proceeding to this wc niav 
briefly discuss us importance in India and 
Its ctisli ibulion III Ihc various stales 

II 

Shifting; (Cultivation in India 

Shilling cultivation li.is been piaclised m 
liidi.i by Inb.d cominiinilies and hill people 
liom lime uiimenioiial A flN sliidv in 
1971-7*1 obseived llial lliiTc were shghllv less 
than 3 inillion people primarily or parliallv 
dependent on shilling cultivation m India 
and the esiimaled .iiea on which this lypr- 
of farming vvas pi.n used for a year was less 
than oiic niillioii ha ’ The UN siiidy, 
llowevei, did nol cover the jhum areas ol 
Kainaiaka. kciala, Mahaiashira, Madhy.i 
Tradesh and Sikkim Shilling cultivation in 
the conniiv is conccniiated m about 22h 
developmcni blocks spread over 51 
districts'' Noi Ih-easlern and caslein stales 
.ire the mam centres ol shilling cullivalion 
flic National ( ommission on .Agriculture 
(1976) indicated that in the seven north 
easicin sl.iles 4 92 lakh tribal lamilies prac 
used jhiim on 4.53 lakh ha in one year.'’ 
I he total aiea useu by these lamilics ovei 
the total shilling cullivalion cycle was 2 69 
million h.i Although shilling cultivation is 
coiiceniialcd in legmiis with lc>w population 
density ihcic are spatial dilleiences The 
lowest density ol three persons per sc| km 
IS III Arimachal I’ladesh, but m parts ol 
liipiira and Orissa the density is ollen over 
3(K) per sq km Usually in areas with low 
population density, shilling cultivation is the 
main occupation ol the people (especially 
in the north-eastern states) but in other stales 
with high population density there i.s greater 
diversification of economic activities."’ 

Intorm'aiion about the area affected by 
shifting cultivation m various slates and 
union territories in India is presented in 
Table 1. As evident Irom the table, Orissa 
and north-eastern states of Manipur, 
Meghalaya, Arunachal Pradesh, Mi/orain. 


Ass.im .iiicl Iripuia report greater conccn- 
tr.iiion ol shilling cultivation as compared 
to oilici sl.iles These stales account for over 
90 per Ienl ol l he area undei shifting cultiva- 
iioii m India The aiea subject to shitting 
cullivalion at one lime or other is e.stimalcd 
at about 4 36 million ha fhe average an¬ 
nual area allecicd by shifting cultivation in 
the couiitiy is estimated at around one 
million ha I he jiioportion of total popula¬ 
tion (as pel 1971 census) dependent on stiif- 
Img cultivation varied Irom as low as 0.5 per 
cent (lor Assam hills only) to over 80 per 
cent III Mi/orarn In relation to tiibal 
population ilicsc pioporlions varied from 
1 [SCI ccni III Madhya Pradesh to over 82 per 
cent III Mi/oiani 

l.c r)l or.!( s 

.Shiltmg cultivation has been considered 
by many as ecologically destructive. Shifting 
cultivators arc rcicried to as the scourge of 
forests and llie piaciiec of shifting cultiva¬ 
tion IS looked upon as a major cause of soil 
eiosion To cite a study " “shilting culiiva- 
rion IS tuinous and wasteful and it must be 
abandoned lor the benefit ol the people. It 
leads Ici drying uji of springs m the hills, soil 
erosion, destroys valuable forests and 
dc’inives people ol the benefits of the forest 
ptoduce." Shilting cultivation is also held 
responsible lot causing floods in the plains 
since lop sod erosion affects the valleys and 
results III sedimentation ot river beds. The 
shortening of the jhum cycle (or shifting 
cultivation cycle) Irom aiound 20 to 30 years 
to about foul to five yeais or even less, owing 
to the population pressure on land and other 
factors IS held responsible for the land 
degradation in areas aflectcd by shilling 
cultivation 

Howevci. there is also a contrary position 
that views shilting cultivation in better light. 
According to this view shifting cultivation 
IS the only practical way out from the in- 
herenl difficulties confronted in preparing 
a pioper seedbed in steep slopes where any 
disturbance of the surface by hoeing and 
ploughing will result tn washing away of the 
fertile top soil. Tribal people take care not 
to plough or disturb (he soil before sowing. 
The destruction of weeds and improvement 
of tilth necessary for a proper seedbed are 
achieved with the help of fire. Bhowmic 
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observes that in most of the interior areas 
where communications are not developed 
and where sufficient land suitable for ter¬ 
racing is not available, shifting cultivation 
IS the only system of cultivation which can 
be operated at the present stage of develop¬ 
ment.'^ Regarding the benefits and 
desirability of curbing shifting cultivation, 
there'appears to be a polarisation of views 
between anthropologists and sociologists on 
the one hand, and economists and ecologists 
on the other. 

Anthropologists and sociologists, m 
general, have been appreciative ot shilling 
cultivation and caution against hasty steps 
to eliminate it because of the close symbiotic 
relationship between shitting cultivation and 
tribal life and culture. Instead they advocate 
adapting shifting cultivation to the changing 
environment, hconomisis and ecologists hv 
and large are, however, convinced ihai ii ,.aii 
not be sustained luriher wiihoul adverse 
environmental and eeonotnic costs I he 
communal ownership and managcinciii ol 
lands under the jhum system as againsl 
private ownership in the case ol sell led 
agriculture is another point cited m lavoui 
of shifting cultivation. Howcvci, as long as 
jhum cycles were long regcncraiion ol l.indv 
affected by slui'ling cultivation was possible 
But the scenario has changed owing lo ,i 
variety of factors such as growing popula 
tion pressure on land, scarcilv ol (oicsl aic.is 
suitable lor shilling cullivaiion. etc. rcsiillmg 
ip a shortgiimg ot ilic jtiiim cycles lis 
negative aspects, Ihciclorc, lar oulwcigh 
whatever positive points aic adduced in ils 
favour 

I c ONOSIU S 

Because of ihe pfricoived h.irmlul cllects 
of shifting cultivalion on ihc ccologs and 
economy of hill regions, the governmenis 
both at the centre and siaies have been im¬ 
plementing a ‘Jhum ( oniiol Scheme’ m 
order to entice jhum culiivaiors to abandon 
shifting cultivation and take up lo sclllcd 
cultivation. The success ol this progiammi 
will ultimately depend on ilic peueived 
benefits and economics ol selllccl ciiltivalion 
vis-a-vi', shifting culiivation In w hat (ollows 
an attempt is made to assess the ccoinmiics 
ol shifting cultivation i'/v-« ,i.v sciilcd anti 
ecologically harmonious lorms ol cultiva¬ 
tion such as lerracc cultivation 

In order to analyse ihe economies ol shil¬ 
ling versus terrace cultivation we have lelicd 
upon a study conducted by the Agro- 
Economic Research Centre, Jorhal, Assam, 
pertaining to the Ciaro Hills in Meghalaya,'’ 
The study was based on a sample survey ol 
^0 households m Darcngin village near lura, 
Ihe district headquarters ol West Oaro Hill 
district in Meghalaya and was conducted in 
1976 with the agricultural year 1975-76 as 
the reference peiiod for (he study. Availabili¬ 
ty of data for a longer period, at least cover¬ 
ing the jhum cycle would have been ideal for 
studying the economics of shifting versus 
terrace cultivation. This is because a jhum 


cycie also includes a phase when the land 
is left fallow after successive years of cultiva¬ 
tion, unlike in (he case of settled agriculture 
where the land is under continuous use li 
may, however, be mited that though a shil¬ 
ling cultivator abandons cultivation on a 
particular piece ol land after culiivating ii 
for a ysccificd period (depending on the 
jhum cycle prevalent in the concerned 
region), the culiivaior moves on to another 
part ol the foicsi lor cultivalion, lepcating 
llic jhuming sequence all over again. In ihc 
absence ol data foi a longer period, wc have 
no other option but lo rely on data periain- 
ing lo a single ycai This limitation may be 
noted while considering ihc findings of Ihc 
study 

Terrace cultivalion was inirodiiLcd m 
Darcngin m 1974 75 where 246 ha ol land 
was broiighi under icrr,icc cullivaiion under 
the Jhum C'onliol Scheme ol the stale 
govcrnmcnl Ihc land was distribulc-d 
among I2.J lamilics ol ihe village ai ihc rate 
ol 2 li.i pci lamilv Out of the 50 sample 
households, 4K households (i t, 96 per ccni) 
adopted ihc then newly introduced icriacc 
cultivalion and ol them 4(i households (i c. 
S.J.J.J per c'cnl) were tound lo be ivraclismg 
shilling culiivation along with terrace 
cultivation, while ihe remaining eight 
households (i e, 16 67 per cent) had aban¬ 
doned shilling cultivalion 

Under Ihe Jhum Control Scheme, the soil 
conservation department ol ihe governnicni 
ol Meghalaya was not only to provide per- 
niunenl cultivable lands for lerrace cultiva- 
iion 10 jluim culiivaiors, but was also to pro¬ 
vide assistance loi reclamation, disiribuiion 
ol '.erds, mamiic and Icrtiliscr, afloresljtion. 


irrigation and infrastructure (such as drink¬ 
ing water, link roads) in new settlements pro¬ 
posed for jhum cultivators. After preparing 
the land for permanent cultivation, Ihe soil 
conservation department handed over Ihe 
land to the village headman for distributing 
it among the villagers ai the rale of 2 ha per 
tamily. Material inputs were to be provided 
to farmers Irec of cost lor the initial years. 
Wlicrevei possible irrigation facilities were 
to be provided. In ca.ses where the shifting 
cultivaiots were lo be relocated, a grant of 
Rs 2,(XK) per family was prcivided towards 
cost ot house construction. Apart from pro¬ 
viding free help as per the rules of the Jhum 
Control Scheme, each farmer was given a 
sum of Rs 4(M) in cash towards cultivation 
cost at Ihe laic* o( Rs 200 per ha. The cost 
ol consituctmg terraces on the hill slopes 
was very high and worked out lo about 
Rs 1,799.94 per ha The soil conservation 
deparlmciil made arrangements to cover 50 
per c'cni of the terraced lands with irriga¬ 
tion lacilitics The average co.s( of providing 
irrigation and chemical fertilisers to the 
cultivators worked out to about Rs 868.33 
and Rs 662 88 per ha respectively. 

Information about the land use pattern 
of the sample farmers revealed that out of 
249 83 acres, about 27 4 per cent of the land 
was under terrace cultivation. Area under 
shilling or |hum cultivation accounted for 
about 25 5 per cent ol the total land operated 
by ihe sample farmers Area under perma¬ 
nent orchards claimed the largest share of 
ovei 42.4 per cent whereas area under wet 
rice cultivation accounted for less lhan 5 per 
cent ol the operated area. Among Ihe sample 
households. 56 per cent operated holdings 


T Mil I I SiviiwiM PcmiNisi.i Disi Hiiii'Tio-, 1)1 Sum UN*. Ciii uv/vuon— Aki a ani> 

Plll'l I AIIDNWISI 


(Per Cent) 


Stale--Ihiioii (ciriioiy 

Area Under Shifimg 

Proportion of Population Depen- 


C iihivdiion 

ding on Shifimg Cultivation to 


One Time oi 

Annual 

Tubal 

Total 


Other 

• 

Population 

Population 

! ()ri*ssa 

60 8 

53 2 

666 

NA 

2 Mampui 

8 ) 

y 

73 5 

27 9 

3 Meghalaya 

6 1 

5 4 

-,2 8 

34.6 

4 Armiaclidl Piadesh 

4 8 

*7 

- 

57 7 

5 Mi/oram 

4 3 

(i 4 

82 3 

80 7 

6 ^ndhIa Pradesh 

.3 4 

5 

51 

— 

7 Assam 

^ 2 

7 

47 

05 

8 Madhva Pradesh 

2 8 

1 3 

1 

- 

9 Tripura 

26 

2 2 

60 

64 

10 Bihar 

1 9 

1 6 

6 


II NagtSland 

1.8 

Id 

— 


All India 

UXl 

(43.56) 

KM) 

(9 96) 

NA 

NA 


Notes I I igures m parenthesis give ac'tu..i area in lakh hectares 

2 Information on area undei shilling cultiy^non in the states ol Karnataka, Kerala. 
Mahaiashira, Tamil Nadu, Sikkini and West Bengal are nol available. 

Sourtes- Indian Anneullure .n Brief (2Kl edition) Direcloralc of L-conomics and Statistics, ministry 
of agnculiiire. New Delhi, 1986, and for Column 3 —Sachchidananda Shifting Cultiva¬ 
tion in India, Concept Publishers, New Delhi, 1989, p 15, and Iasi column Durgeshwar 
Borah and N R Goswami. A Comparative Study of Crop Production Under Shtfung 
and Terrace Cultivalion (A Case Study in Caro Hills.^Meghulava), ad hoc study Nc 35, 
AERC, Jorhai. Assam. 1973. 
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of between 2.5 and 5 acrev. Their share in 
the total operated area exceeded 40 per cent 
Around 16 per cent of the sample house¬ 
holds who operated holdings ol between 5 
and 7.5 acres accounted for over 19 per cent 
of the total landholdings. Households in the 
lowest strata who operated holdings below 
2.5 acres accounted for only 5 4 per cent of 
the total landholdings Households 
operating holding.s of 10 acres and above, 
who accounted for 10 per cent ol the sample 
households, accounted lor ovci 27 per cent 
of the total landholdings The average si/c 
of holdings among the sample farms varied 
from 1.93 acres to 18 acres. I he per capita 
operated area varied from as low as 0.38 acre 
among the lowest si/c group lo I 8 acres 
among the highest size group ol holdings 
The productivity of selected crops under 
jhum and terrace cultivation tor different 
landholding groups among the sample is in¬ 
dicated in Table 2. As evident, in the case 
of paddy its per acre produciivny is higher 
under terrace cultivation than under jhum 
cultivation laking all holding^s together, 
productivity of paddy under terrace cultiva¬ 
tion IS 2 77 quintals per acre as cohipared 
to 2.07 quintals per acre in the ca.se ol thuni 
areas. But an interesting thing is that in the 
case of both jhum and let race area, paddy 
productivity per acre vanes inversely with 
farm size Thts phenomenon seems to be true 
of other crops as well, in lespect ol both 
jhum and terrace areas. 1 his inverse relation¬ 
ship between larm si/c and produciivny in 
the case ol jhum areas cannot be attributed 
to variations in the jhum cycles since inter- 
farm size variations m jhum cycles do not 
exist or are not conspicuous as between 
regions. This mvcise lelaiionship in the case 
of both jhuin and leiiace areas is due lo the 
greater intensity ol input use, paiiiculaily 
labour among small (arms, crop paneln dit- 
ferences and also greaiei care and aiieiiiion 
shown by small farmers as compared to 
larger ones. 1able 2 lurthci reveals that m 
the case of tapioca also the yields per acre 
are higher under leiracc culiivaiioii as com 
pared to the yields realised liom ihum areas 
Tapioca productiviis m icrracc aica is 2 4 
quintals pei acre as compaicd to 1.78 quin 
tals per acre m the ilium areas In the case 
of the other crops, siz, arum, chilly, maize, 
millet and cotton, the yield advantage is m 
favour of the jhum areas, as compared lo 
the terrace areas. I'he avciage inoductiviis 
of cotton in jhum areas was I 4 quintals per 


acre as against only 0.73 quintals in the ter¬ 
race areas. Thus with the exception of pad¬ 
dy and tapioca in the case of all the crops 
per acre productivity was higher in the jhum 
areas as compared to the terrace areas. Partly 
this IS because farmers paid more attention 
to jhum cullivalion than icrracc cultivation. 
They gave secondary importance to terrace 
cultivation, since it was a new system ol 
cultivation to them and they seemed to be 
more coni idem and familiar about pursu¬ 
ing their traditional jhum cultivation 

I he gross returns from paddy cultivation 
under jhum, terrace and wet rice types ol 
cultivation aie presented m Table 3 The 
gross returns from paddy under wet paddy 
cultivation are clearly higher as compared 
to the gross returns Irom paddy under jhum 
and terrace cultivation. Taking all holdings 
together gross iclurns from paddy cultiva¬ 
tion under wei iice cultivation was above 
Rs 439 per acre as against Rs 224.I3 per acre 
111 the case ol leriacc cultivation and Rs 173 
per acie in the case of j'hum cultivation. 
Returns lioin paddy sown in terrace cultiva¬ 
tion are highci than those realised from 
jhum areas I his is found to be true in all 
size groups, except the highest .size group of 
15 acres and above where the returns from 
paddy in jhuin areas is more than that of 
the terrace areas Paddy had the benefit of 
irrigation suppc'rt in the terrace areas, 
whereas in the jlium areas the paddy crop 
was raised under unirrigated conditions. 
Also lertiliscr given under the subsidy 
scheme was used for paddy in the terrace 
areas. So paddy realised better returns from 
the terrace areas as compared to the jhum 
areas 

From Tabic 4 we get an idea of the relative 
economics ol crop production under the two 
systems of cultivation. Unlike in the ca.se of 
paddy we Imd that when the value ol all 
crops are aggregated the scenario is different 
with jhum cullivalion having a clear advan¬ 
tage over teriacc cultivation Taking all 
holdings together gross returns from all 
crops as a whole was Rs 647 per acre in the 
case ol jhum areas whereas it was only 
Rs 344 80 per acre in the case ol Icrracc 
cultivation. II we look at the size-groupwise 
variations we find that gross returns of all 
crops arc higher liom jhum areas as com¬ 
pared to those from terrace area.s Thus it 
seems from the above ihal jhum cultivation 
as a wTiolc was more remunerative than lei- 
race cultivation though there are inter crop 


differences in this regard, as mentioned 
earlier, and in the case of paddy. Why is it 
that when it comes to total crops jhum areas 
report better returns than terrace areas. As 
indicated earlier, the sample farmers gave 
greater importance to jhum cultivation, since 
they were not familiar with terrace cultiva¬ 
tion Unlike terrace areas, there were more 
crop mixtures add crop diversiHcation in the 
jhum lands Also cash crops like cotton, 
sesamum claimed a higher share in the jhum 
lands, unlike in the terrace areas. Hence per 
acre gross returns were higher from jhum 
lands as compared to terrace lands. Another 
aspect worth mentioning is that gross returns 
per acre vanes inversely with the farm size 
under both jhum and terrace cultivation. 
This type ol trend is not unique to jhum or 
terrace areas but has been reported in several 
studies from other parts of the country as 
well 

Though the gross returns may be used as 
a proxy to find the relative economics of 
jhum versus terrace cultivation net returns 
IS a better index to judge the viability of the 
two systems of cultivation. However, infor¬ 
mation on inputs used and net returns are 


Tabi fc 3 Gross Return^ from Paddy Under 
Dm ERFNT Sysjems of Cuitivation 


Size of 
Holdings 
(In Acres) 

Paddy Cultivation Under 
Type of Cultivation 

Jhum 

Terrace 

Wet 

Paddy 

Below 2 5 

16.3 2 

255.16 

_ 

2 5-5 

189.23 

221.34 

— 

5-75 

184 17 

198.12 

— 

7.5 - 10 

81 44 

326.4 

441 

to 15 

143.39 

295.42 

436.83 

15 and above 

170 

138.33 

— 

All 

173 02 

224 13 

439.36 


Soune Borah and Goswami. op cil 


3 Alll l 4 CiROSS Rl TURNS FROM Al 1. CROI'S 
UNDI-R Jin SI AND Tl RRA( I CULTIVATION 


Size of Holdings All Crops 


(In Acies) 

Jhum 

Terrace 

Below 1 

908 61 

453.27 

1-25 

692.31 

358.17 

2 5-5 

_ 

185.35 

5-75 

387 II 

— 

All 

647.07 

344.79 


Source Borah and Goswami, op cit. 


I Alll I 2 Proih I n\ I tl Pi R At ri ot Si i k ti ii C roi’s undi k Jhum and Ti rrm i Cuitivation 

(Quintals Per Acre) 


Size of Holdings 

Paddv 

Arum 

Tapioca 

Chilly 

Maize 

Millei 

Sevamum 

Ginger 

Cotton 

(In Acres) 

.Ihum 

let 

I.Kf 

Ihum 

Ter 

race 

Jhum 

Ter¬ 

race 

Jhum ler- 

race 

Jhum 

fer- 

racL* 

Jhum ler- 

racc 

Jhum 

Ter¬ 

race 

Jhum Ter¬ 
race 

Jhum 

Ter¬ 

race 

Below 1 

2 4 

3 09 

2 39 

1 (< 

4.49 

4.38 

0 98 

0.53 

0 54 


0 8 - 

0 6 


1.19 — 

1.18 

1.01 

1 - 2.5 

2 12 

2 83 

1 26 

1,19 

1.8 

251 

O.s 

0.2 

0.56 

0 39 

0 45 

0.28 

0.14 

— 

0.57 - 

1.57 

0.69 

2.5 • 5.0 

- 

1 54 

- 


— 

1 35 

— — 

— 

0 22 


— 

— 

—. - 

— 

... 

5 ■ 7.5 

1 59 

- 

0 81 

— 

1.06 

— 

0 25 - 

— 

__ 

0.19 — 

— 

_ 

0.04 — 

0.71 

— 

All 

2.04 

2 77 

1 2 

1.22 

1.78 

24 

0.47 

0 23 

0 56 

0,31 

0.41 

0.28 

0.f7 

— 

0.28 — 

1.4 

0.73 


Source: Bordh and Goswami, op sil 
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available only in respect of terrace cultiva¬ 
tion. We are. therefore, unable to throw light 
on the input structure and net returns from 
crop production in jhum areas. However, in¬ 
formation regarding the labour used for 
jhum cultivation is available from studies for 
some other villages in north-east India. As 
per these studies the labour input in jhum 
cultivation varied from 219 to 276 mandays 
per ha (i c. above 100 mandays per acre).''' 
Human labour (mostly family labour) and 
seeds are virtually the only inputs used for 
jhum cultivation. But this is not so in respect 
of terrace cultivation. Selected tnformation 
about the inputs and net rctutns from ter¬ 
race cultivatton arc gtvcn in lablc 5 
The table shows that the pci acre total in¬ 
puts used in terrace cultivation varies in¬ 
versely with farm si/e, varying from Rs 314 
per acre among holdings below one acre to 
over Rs 200 per acre among big holdings of 
2.5 to 5 acres. Gross returns per acre as in¬ 
dicated earlier was about Rs 345 per acre, 
taking all holdings together It vanes tnverse 
ly with larm si/e Ironi ovei Rs 453 per acre 
among small holdings below one acre to ovei 
Rs 185 pet acre among big holdings ol 1 5 
to 5 acres The net ictuins or profit lrorrt,tcr- 
race cuittvaiton arc on an average about 
Rs 103 97 per acic, taking all holdings 
together. It vanes inverscK with larm size 
betng over Rs 139 per acic among holdings 
below 1 acre and over Rs 118 per acre among 
holdings of between 1 and 2 5 acres 1 he big 
holdings oHbetween 2.5 and 5 acies report 
a loss, their net returns being negative. 1 hus 
terrace cultivation as revealed Irom the 
survey, did not seem to be highly remuneia- 
Itve. However, in the absence ol inlormaiion 
about the net returns Irom jhum cultivation 
we are unable to stale as to w hich system ol 
cultivation is more remunerative. We had 
mentioned earlici that the sample larmcrs 
paid more allention and care to then ihum 
lands rather than their terrace lands, since 

TaBI r 5: INI'IIIS \NIJ Kl TORNS tKOM 11 RRAC I 
C’l'l JIVM ION 

* fAfv Per At re) 


Size of Holdings 'lolal fiross Nei 

(In Acres) Inputs Reluins Reiurns 

Below I 314,(X) 453 27 1.19,27 

1- 2.5 239.64 .35817 118.55 

2.5 - 5 200.24 185 35 - 14 89 

5-7.5 - - - 

Total 240.82 344.79 103.97 


Source: Borah and Goswami, op cil. 


they were more familiar with jhum cultiva¬ 
tion and terrace cultivation was new to them. 

Another way of assessing the returns from 
jhum vis-a-vis terrace cultivation is by 
expressing it on per household or per capita 
basis. Table 6 which presents the relevant 
data indicates that the annual gross reiurns 
from paddy either on per household or per 
capita basis is more from terrace areas than 
jhum areas, whereas in the ca.se of all crops 
as a whole, the annual gross reiurns on per 
household and per capita basts is higher in 
the case ol jhum areas as against terrace 
areas. In other words, when crop farming 
as a whole is considered jhum areas yield 
greater returns than terrace areas.' ’ 

As regards l he returns to labour some data 
are available in rcspeci ol jhum and icrrace 
ciiliivaiion Btil ihev .iic siiicily speaking not 
comparable since they belong to diflercnl 
lime periods In rcsjx'cl ol jhum cultivation, 
micro-level evidences Irom some norlh-easi 
Indian villages (lable 7) reveal that the 
returns tt) laboui during the 60s ranged bet- 
weeiV Rs 2 and Rs 2.50 per manday 
employed I his is quilc low. Comparable 
figures lor rerracc cultivation are not 
available However, some ligures lor the 
mid-7()s are available which reveal the 
returns to labour under ten ace cultivation 
to be, on an average, around Rs 4,42 per 
manday employed It varied inversely with 
taim si/e ranging Irom Rs 4 89 per manday 
in holdings of less than 1 acre to over Rs 3 
III holdings of between 2.5 and 5 acres The 
liguret presented lor jhum areas earlier 
pertain to ihc 60s, as mentioned earlier, 
whereas those in respect of terracii'arcas icier 
to the mid-70s Taking into account this time 
gap bciween ihe two senes of data, and il 
one were to adjust lor innation. it will be 
obvious that the 'returns lo labour from 
terrace cultivation also is quite low just as 
III the case ol jhuin cultivation Whether 
terrace cultivation could serve as a viable 
alternative to ihiim cultivation is, therelore, 
open to question 

Studies from oilier villages in north-east 
India loo do not reveal any distinct advan 
tage ol settled ciillivalion over jhum culliva- 
iioii in let ms of then economic returns In- 
lormation presented in Table 8 suggest that 
except in one village (Bakam in Arunachal 
I’ladcsli) where the reiurns from settled 
laiming was very high compared to Ihc 
relutns from jhuming, in other villages a 
similar trend was not seen. In two villages 
(Mawinum and Banshidua) returns from 
settled farming was only slightly higher than 


1 AHi 1 6' Annum Gross 

Rr itiRNS 

iRosi Croi- Prodi'i 

ION 1 NOI It 

llll'M AND TtRRAl 



CiinisAlloN 



Annual Gross Returns 


Jhiini 


lerracc 

(In Rs) 

Paddy 

All Crops 

Paddy 

All Crops 

Per household 

262.29 

980 93 

319 81 

491.98 

Per capita 

33.28 

124 47 

46,38 

71.38 


f^ole: An average household size in the sample is about 6 persons in the case of nuclear 
households and 7.5 persons in the case of joint families 
Source: Computed from data available in Borah and Goswami. op cii. 


the same from jnum cultivation, while in one 
village (i e, Khonsa), jhum cultivation was 
found to be more profitable than settled 
farming, the per hectare returns from jhum 
and settled cultivation being Rs 1,363.84 and 
Rs 722.55 respectively. Unless settled cultiva¬ 
tion has a decisive advantage over jhum 
cultivation and yields better returns than 
jhum cultivation, efforts to wean away the 
jhum cultivators lo settled lorms ol cultiva¬ 
tion will not make much progress 

The experience of north-east India in this 
respect, however, need not necessarily hold 
true for the rest of India. For instance, a re¬ 
cent study on the impact of a government- 
sponsored horticulture programme on shif¬ 
ting cultivation in Andhra Pradesh reveal¬ 
ed that in Visakhapatnam and East 
Ciodavari districts, Ihe farm business income 
of beneficiary households from settled 
cultivation was, on Ihe average about 
Rs 359.14 per acre as against Rs 124.07 per 
acre from shifting cultivation.'' The ex¬ 
treme physiographic and cultural constraints 
that one comes across in north-east India 
may not be there m the jhum affected areas 
of Andhra Pradesh and may partly account 
tor Ihc better results obtained in the state. 
However, even here in spite ol encouraging 
results the author concedes in the study that 
due to lack of follow-up measures the pro¬ 
gramme mei with limited success and that 
It has clearly failed to arrest shifting cultiva¬ 
tion in this region. 

It was mentioned earlier that not less than 
four lakh tribal families are involved in jhum 
cultivation in north-cast India. The tribal 
population IS growing at a compound 
growth rate of 3 per cent per annum "■ This 
has led lo further shortening of jhum cycles, 
shorici fallows, and further exhaustion of 
the soil leading to more acute penury and 
malniitriiion of the jhumias While a plann¬ 
ed changeover from jhuming to scientific 
settled cultivation is considered indispen¬ 
sable lor stable agriculture and for sustain¬ 
ing the ihiim cultivatois at a desirable stan¬ 
dard of hie, settled cultivation is observed 
to be a costly and time-consuming process. 
It IS noted that even if 2 ha per family (which 
may be an uneconomic holding in hilly 
areas) are allowed, terracing may have to be 
done over I to 1.5 million ha of land. Apart 
from the non-availability of suitable land for 
terracing, it is noted that the capital cost for 
terrace cultivation may work out to about 
Rs 300 to Rs 600 crore Moreover, Ihe alter¬ 
natives should be acceptable to Ihe tribals 
and easy fur them to assimilate. 

The Task Force on Shifting. Cultivation 
(1983) constituted by the Planning Commis¬ 
sion, government of India, in its report has 
pointed out that approximately 6.4 lakh 
families ol which 95 per cent live in the 
north-east region and the rest in Orissa and 
Andhra Pradesh, are engaged in shifting 
cultivation.'^ They are increasing at the rate 
of 3 2 per cent per annum which means by 
the year 2000 over 10 lakh families will be 
engaged in this method of cultivation. With 
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Hic-progressive increase in this form of 
cultivation so much ecological damage has 
been done that the government can no 
longer ignore it. Studies conducted by the 
forest survey of India and the national 
remote sensing agency show that the forest 
cover in the north-east is disappearing at an 
alarming rate. Hill slopes in particular have 
suffered extensive damage. The studies con¬ 
ducted by the Planning Commission have 
shown that till 1947, the jhum cycle came 
once in 2.‘i years and the rich fertile soil yield¬ 
ed a good hafvesl.' But now the jhurii cycle 
has reduced to a dangerously low level and 
the hills arc not able to rectiup or regenerate 
Unplanned jlium cultivation has led to soil 
erosion and the rccurmig Hoods ol the 
north-east in the Brahmaputra and Baiek 
river basins In the Brahmaputia valley ulone 
Ihe annuaf loss Irom floods between 1953 
and 1980 has been cMimaied at about Rs 127 
crore. 

With a view to control shilling cultivaiion, 
the government is implementing a Mluini 
Control Scheme' In 1987, a Rs 75 crore pro 
ject was launched, spread over live ycais 
with a view to wean iribals away Irom slid 

Table 7: Rliiirnsto Labour iindik Jhum 

AND TERRAI E CuniVATION 


Villages/Farm Size 

Year 

Rs Per 
Manday 



Jhum 

Cuhivalion 

Kanther Terra ng 

1960 

2 48 

Hmunpui 

1964 65 

2 45 

Agalgri 

1%8 .59 

2 



Terrace 

Cullivalion 

Darengiri 

Size classes m acies 
Below 

1975 76 

4 89 

1 - 2.5 


4 51 

2.5 - 5 


1 04 

All 


4 42 

Sources: 1 N, Saha- 

Economu s 

of Shilling 

Cullivalion in North 

East India. 

AER Cenire, Jorhat. 

1971 

2 Botah and Goswami. 

op k tl 

TaBIE 8- Rl TURNS 1 

ROM Jhum and Sr i i i i i> 

1 ARMIM. 



(Rs per hei larcl 

Village 

Ihiiining 

Settled 


(Mivtuic) 

farming 

(Sail 

lAiddv) 

Kanther lerang 

511 76 


Mawtnum 

810 73 

95(1 72 

Banshidiia 

629 


Hmunpui 

609 51 


Khonsa 

1.363 84 

722.^5 

Pakam 

7.46 25 

1742 02 


Sourve. P D Saikia and t'hiira Kalita 
Agricultural Production, Ixmd and 
Labour Utilisation in Hill Arcus ol 
North-East India lad hoc study 
No.4l),' Agro-Econoiiiii Cenire for 
North-East India. Jorhat, .As.sam, 
1979, p 55. 
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ting cultivation. The soil conservation and 
horticultural departments of 13 slates and 
union territories are to implement this pro¬ 
ject. In the fit SI phase nine states are to be 
covered, vi/, Andhra Pradesh, which has 
23,000 tribal lainilics; Arunachal Pradesh 
(54,000 lamilies); Assam (58,000 families), 
Manipur (70,000 families); Meghalaya 
(‘i2,(KX) families), Mi/orani (50,0(X) families); 
Nagaland (I It) lakh families); Orissa (I 41 
lakh families) .ind Tripura (43,000 lamilies). 
Of this phenomenal number of (ribals. only 
2‘',(XX) will be rehabilKaled in the first five 
ycats I nch l.imily is lo be given 2 acies ol 
land foi agiisiilluie or horticultuie and a 
share in tin. si'inmiimty tuel, foddci, social 
loresiiy and olhci plantations Ownership 
rights will be vested in ihe iribals. About 
Rs 30,000 IS lo be spcni on Ihe lehabiliia- 
lion ol each lamilv It is estimated that to 
resettle all tubal lamilies il will retjiiirc 20 
years and al'oiit Rs 3,(KK) erore at 1983 
|)riccs 

I he piospeil' loi seliled culiivarioii pnk- 
mg up last in pla-e ol |hum cultivation ihiis 
docs iKil SCI in loo biighi Apart from ihc 
Iasi Ih.il II h.is nos leal .idvaniagc ovci |hum 
cullivainni in icinis ol icluiiis, il reqiiiics 
large mveslrnml < oiisidering Ihc growing 
liopulatioii piessiiie sUl land, liniiled 
avaiinbiliiy ol ctiliuable land in hill ic.itions 
and declining lanJ-man lalio, it is doubtlul 
whc'lhei '.ciilecl ciihivalion can assuie ade- 
quaic mcorin to Ihc hill people This is more 
so eoiisideiini' that easlein India is nole- 
worlhv till Its agiii iillnial stagnation 
Icchnologicai upgradalion can. no rloiibt, 
change the prospects lor agricultutc in 
eastern India But wiih Icehnologies snilable 
fill hill agile,i!tme not being on the lioii/on, 
Ol even il .c.uiable iioi being vvelsomccl 
owing lo vaiious t istois, the piospecis tot 
a diaiiiaiic iiisrease in .culiurai output in 
Ihc caste'll legiori is bleak. Thus the ht>pc 
that a shill Irom ihimi to settled cullivatism 
III Ihe picscnt coiilexl offers a ray ol hope 
lot the esoiioniic clevelopmeiil ol hill legious 
and lull people is misplaced In lad Ihe 
tiiluie ol hill and tubal regions is critically 
linked lo tin p.ice with which there is grcalci 
divcisilk.iiioii 1)1 economic aclintics in hill 
legions Ihc siiaicgy lot hill area develop¬ 
ment should ihereloie shill its focus awav 
lioni the uatiois issue ot |hum versus seliled 
culiivaiioii lu the larger and moie iclevaiu 
is'ue c)l disci silicalion of ecs)nonnc acli 
vilies .Agio-Uncslry, silviculiuic, planta¬ 
tions, hoiiiculuiie, piscicultiiie, ole, arc some 
o( Ihc allcinaie activities suggested bv 
various vi I iici s 

C ( I LSION 

As long as piipulation densily was low, 
land lor eullivalion was noi unlimiled and 
lluim cycles were long enough lo permit 
regeneration of lands, jhum cullivaiioii was 
able ic) pioside adequate income and sub¬ 
sistence to those dependent on this system 
o( cultivation. But with growing population 
pressure on land, declining per capita 
availability ol land and a shortening of jhum 


Cycles, jhum cultivation cannot be sustained 
further without adverse effect on the ecology 
and economy of hill regions. Though a shift 
from jhum to scientific and perhaps 
ecologically less harmful forms of cultiva¬ 
tion such as settled cultivation would have 
been desirable, in the context of the 
uneconomic si/e of holdings and agri- 
culiiiral stagnation characteristic of eastern 
India, It is' doubtful whether settled cultiva¬ 
tion can siisiam jhum cultivators at a 
desiiablc standard of living. The strategy for 
hill aiea development which has hitherto 
tocuscd on the narrow issue ol jhum versus 
settled cultivation, should shift its emphasis 
1(1 ihc laigci .nid more relevant issue of diver- 
siticjiion ol economic activities in hill 
regions, which holds Ihe key to the future 
and economic prospciiiy ol hill aiid tribal 

regions 
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Drawing Down the Buffer 

Science and Politics of Ground Water Management in India 

Mart'us Moench 

Ground water resources in India are showing increasing indications of overdevelopment. Well numbers have 
increased dramatically since the 1950s and overdraft and saline intrusion problems have become major Issues 
in some locations. The overall magnitude of overdevelopment problems, their potential social implications, and 
existing management options are, however, unclear. The purpose of this paper is to examine selected ground water 
issues and discuss potential policy implications. An introductory overview is presented first. This is followed by 
brief analyses of the causes of overdevelopment, key information gaps in understanding the magnitude of ground 
water problems, and potential management alternatives. Policy implications are discussed in the final section. 


1 

Introduction 

IN 1984-85, ground water accounted Tor 42 
per cent of India’s irrigation potential and 
nearly 48 per cent of the net area actually 
irrigated {Saksena, 1989]. At current levels 
of development, roughly 35 million hectares 
(mha) of crop area can be irrigated from 
ground water This exceeds the 33 mha 
irrigation potential created through all major 
and medium irrigation works [Dhawan, 
I990b|. Ground water is also the major 
source of drinking and industrial water in 
many arid regions. In addition to serving as 
a regular source of supply, ground water 
plays a critical buffering rule during periods 
of drought when surface Hows are limiled 
and unreliable 

The use of ground water has grown ex¬ 
plosively since the 1950s Nationwide the 
number of diesel and clcciiical pump sets 
jumped Irom 87,000 in 1950 to 12,581,000 
in 1990, a continuous giowth rate ol over 
12 per cent (Dadlani, 1990, p 12] As a con¬ 
sequence, water tables are dropping, parli 
cularly in areas underlain by hard locks or 
with low recharge levels Saline intrusion has 
also become a problem in many coastal 
regions. Depletion of oalic ground water 
reserves is a well known problem in some 
areas such as Mchsana district in Gujarat, 
Coimbatore distiict in Tamil Nadu, and 
Kolar district in Karnataka.' On a laigcr 
scale the relationship between resource 
availability and the current level of develop¬ 
ment is poorly known Data on ground 
water levels arc not widely published or 
made available outside of central or state 
ground water organisations, extraction and 
recharge estimates, which are more widelv 
available, are highly unreliable and may con¬ 
tain substantial biases jDhawan, 1990a; 
Moench, 1991a], As a result, discussions of 
ground water depletion tend to be anecdotal 
or based on relatively site-specific studies. 

Falling water tables and depletion of 
economically accessible ground water 
reserves could have major social and 
economic consequences. Compeiiiiqn bet¬ 
ween rural and urban users is growing and 
has led to conflict in some instances.’ Fall¬ 
ing water tables also exacerbate economic 
divisions in rural communities. Poor farmers 


are forced lo abandon irrigation as falling 
water tables limit access to those who can 
afford to deepen wells. On a larger scale, 
dropping water tables increase the pumping 
energy needed to produce the same irriga¬ 
tion service. With roughly 20 per cent ol 
India’s electricity production currently 
devoted :o pumping ground water and 
massive energy shortages affecting all 
sectors, the energy related economic costs i>f 
falling water tables could be huge.' 

Depletion ol economically accessible 
ground water reserves could, over the long 
run, represent a threat to food security 
Although India has become a net exporter 
of grain and built up a buffer stock against 
droughts, food production on a per capita 
basis has remained roughly constant since 
the 1950s {Rogers et al, 1989). Production 
based on mined ground water is unsus 
tainabic, a factoi which threatens India's 
ability to maintain food production growth 
raicvs In addition, yearly fluctuations in 
loodgiain output have increased since the in 
troduction ol green revolution technology 
and output has become significantly mon- 
sensitive to rainfall (Kao et al, 1988] Assured 
irrigation is the leiiding input requited to 
raise yields using most green revolution 
technologies As water tables decline, 
farmers who cannot afford to deepen then 
wells arc forced lo return to rainfed 
agriculture and run a higher risk ol crop 
failure. Falling waici tables could thus reduce 
crop production and increase drought ex 
posurc long before there is signiricant deple¬ 
tion ol ground water reserves in any absolute 
sense 

Ovcidevelopmcni of ground water 
resources is increasingly being recognised as 
a major problem [(ihosh and Phadlare. 
1990; Pant. 1987; Bandyopadhyay, 1987) 
How to address the problem is, however, 
unclear. Several states have passed or are 
considering legislation designed to regulate 
ground walei extraction. Where previously 
attempted, regulations are widely ignored. 
As a result, these approaches appear to stand 
little chance of success Furthermore, exist¬ 
ing governmental structures were developed 
to encourage ground water development. 
Electricity subsidies and well development 
credit schemes arc popular and politically 
difficult lo limit. Government organisations 


involved with ground water were designed 
for exploration and credit allocation 
purposes—not with regulatory or manage¬ 
ment goals in mind. Identifying manage¬ 
ment approaches that stand a reasonable 
chance of success under Indian conditions 
and developing institutions suited for the job 
represent major policy challenges. 

II 

Roots of Overrlevolopmenl 

The tendency toward overdevelopment of 
ground water resources is rooted in the rapid 
spread of energised pumping technologies, 
resource characteristics, demographic shifts, 
and governmental policies. 

The explosion in access to energised pum¬ 
ping technologies is a clear factor encourag¬ 
ing the overdevelopment of ground water 
resources. Traditional lift systems depending 
on human or animal power can only tap 
significant amounts ol water for irrigation 
down to depth' ol roughly 50 feet (Dhawan, 
1983, p 9). The spread of rural electrifica¬ 
tion combined with the ready availability of 
clectiica! and diesel pump sets remove this 
limitation. 

file invisible and open access nature of 
ground water resources also contributes to 
the piotential for overdevelopment ground 
water aquifers are frequently complex and 
poorly understood. In the case of surface 
resources, such as forests, it is relatively easy 
to establish ow nership rights, document who 
IS using the resource, how much they are ex¬ 
tracting, and what the consequences are. In 
the ground watei case, re.source ownership, 
availabilitv. Hows, and the relationship bet¬ 
ween actions and consequences are difficult 
to identily and document Furthermore, 
wells and pumps tend to be located on 
private lands and individually owned. The 
only barrier in access to ground water is the 
expense of well construction. 

In the above context, it is extremely dif¬ 
ficult for an understanding of resource 
dynamics to emerge at a community level. 
Individuals may understand the behaviour 
of their own wells but they are rarely able 
to put this behaviour in the context of other’s 
use patterns at least until major disruptions 
have already occurred. Furthermore, since 
irrigation is a key input to crop production 
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and wells are privately owned, individuals 
tend to feel that they have a right to as much 
water as they need and can extract. The net 
result is that few communities are aware of 
the potential for overdevelopment until it oc¬ 
curs and, when it does occur, they tend to 
resist any management actions which would 
infringe on established patterns of individual 
use. 

Demographic shifts may also contribute 
to overdevelopment, at least on a local basis 
Urban areas are growing rapidly and facing 
serious water shortages. They form concen¬ 
trated points of demand with relatively lit¬ 
tle seasonal fluctuation Given the mon.soon 
climate prevailing over most of India, the 
availability of surface supplies has a high 
degree of seasonality. Under the National 
W»teT Policy, water supply for drinking and 
urban uses has the highest priority [Ghosh 
and Phadiare. 1990] Where cities depend on 
surface projects supplying both municipal 
and irrigation needs, fluctuations in 
availability may force farmers to depend 
more heavily on ground water supplies l ur- 
thermorc, in many cases surface supplies arc 
not sufficient to meet drinking water needs. 
As a result, ground waier has become a ma¬ 
jor source of supply for many urban cen¬ 
tres particularly in and /ones Kased on the 
1984 Ground Water l-stimation C onimittee 
recommendations, 15 per cent of available 
ground water supplies are supposed to be 
reserved for drinking uses when calculating 
ground water availability foi iriigaiion 
Drtnking watci needs exci'ed this in over halt 
the districts in wesicin Kaiasihan 
[Krupamdhi, I9K7| I heic have even been 
clashes between rural residents and ciiies. 
such as Jodbpui, over niunicipal grinind 
water pumping in lural areas and associated 
water table declines [Goldman. I98H. 1989, 
Chopra, 1991] Similar problems aie enicig- 
ing in parts of lamil Nadu and Kainaiaka 
The whole guestion of how tti meet glow 
ing urban needs while prolecimg the 
livelihoods of farmers and the agriculiiiial 
productivity of rural ‘areas-ol oiigin' from 
which ground water supplies aie drawn is 
bound to grow and has as set received hlllc 
attention. 

Finally, there is the guest ion of goveiii 
ment policies. Iwo aspects in addition to the 
development of the rural clcclricily nclwoik 
are of greatest iinporlance I irsi. giouiid 
water development is subsidised through the 
National Bank lor Agriculinic and Kural 
Development (NABARD) which piovides 
refinancing facilities to oihei banks to sup 
port loans for private wells and pumps 
Second, electricity is priced at subsidised 
rates for irrigation pumping. 

NABARD run.s a varieiv of credit pio- 
grammes which substantially subsidise well 
development by individuals I hese program 
mes are targeted at the block level according 
to recharge and extraction estimates.' The 
extraction/recharge ratio is termed the stage 
of ground water development [GOI, 1984| 
When this ratio is less than 65 per cent areas 
are classified as ‘white’ and there are no 
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limitations on financing. An E/R of 65-85 
per cent results in a ‘grey’ classification and 
certain' financial restrictions apply. Areas 
with > 85 per cent development are 
classified as ‘dark* and most NABARD 
refinancing facilities are closed off [GOI. 
1984) The major problem with this 
approach, as discussed in detail below, is that 
extraction and recharge are, at best, poorly 
known Furthermore, there is tremendous 
political pressure not to close off funding 
to any block As a result, extraction and 
recharge figuics are continuously - under 
revision and funding continues to flow for 
well development almost regardless ol 
resource condition It is not clear how much 
effect restricting funding would have on rates 
ol well development—in many areas where 
funding has bci-n closed oil wealthy farmers 
now depend on piivaie moneylenders.' 

1 imiling insiilulional funding may have 
little direct clicci on rates of ground water 
extraction but is likely to have large egiiiiy 
conseguenees Resource-poor farmers arc 
unhkels to have access to private sources c>f 
capital As ,1 icsiili, the net effect ol 
NABARD hmiiaiions may simply be to 
exclude the poor horn access to ground 
walei resource s while more wealthy sections 
of society are able to continue cxlraelion 
Overall, the negative eguily impacts ol 
funding restiiciions may be as (or more) 
sigmlicam than the resource management 
impacts 

l leciruiiy subsidies probably have a largci 
elicci on ground water development than 
credit availability fn most areas, electricity 
tor pumping ground water is sold at a Hat 
annual rate based on pump horsepower or 
provided tree of ciiarge. This elcelrieily 
slriielure creates a ihslinel disincentive foi 
conservation I lie maiginal cost ol pump 
mg each unit ol water is zero and the average 
cost declines continuously Farmers therefore 
have an mcenlivc to apply as much water as 
they bcnchcially can and no incentive to in¬ 
vest III energy-elfieicni irrigation techno¬ 
logies I urihcrmorc, in many areas well 
owners are able (o sell surplus water to 
others In this case, water sales become a 
major way ol recapturing capital in- 
veslmcms In parts ol (iujaral, this ha,s led 
to a segmented system where well owners 
piicc water at one lale (Rs 4()-80/hr) dur- 
mglhediy season and hall that rate during 
the wet season Ibis increases water sales 
and the latnit’i's net profits It also increases 
oserall lates ol giound ssaici resource 
depletion 

III 

Information (japs 

Although some ol the immediate causes 
ol tailing ground water tables arc well 
known, the overall extent of the depletion 
problem is not Some areas have sullercd 
major, well publicised, water table declines 
oi saline miiusion problems. A much larger 
number of aicas have declining water tables 


and may face long-term threats (Reddy, 
1989). Data to evaluate the extent of ground 
water overdevelopment problems are not, 
however, readily available In some areas,, 
such as the Gangetic basin, most water 
resource data are classined and cannot be 
divulged without specific governmental ap¬ 
proval.'' In most other areas ground water 
information is not classified but is relative¬ 
ly inaccessible. Furthermore, there is a ma¬ 
jor vertical split in data collection activities. 
The ministry of water resources and central 
ground water board are primarily focused 
on irrigation. They do not collect primary 
data on urban or rural dnnk'ing/industrial 
water use.’ The same is true for many stale 
ground water units. Most urban water use 
data IS collected by stale level public health 
and engineering departments or local 
municipal corporations. As a result, infor¬ 
mation on different types of water use arc 
rarely integrated. Finally, there are major 
questions regarding the accuracy of those 
data which are available. In sum. evaluating 
the extent and significance of ground water 
depletion problems is extremely difficult 
given current data limitations. 

(A) Data Accts.siBii iiv 

Extraction and recharge estimates 
developed for targeting ground water 
development funding are the most readily 
available inlormation on ground water con¬ 
ditions. Aggregate figures showing recharge 
and extraction on a state by state basts have 
been published by the Central Ground Water 
Board (C'GWB). BIcKk level estimates are 
generally available in unpublished reports 
with the slate grouiid water cells and regional 
offices of the CGWB. Because of the irriga¬ 
tion focus ol the CGWB and state cells, these 
reports tend to contain little or no data on 
municipal or industrial uses." The reports 
tend to be lor official use but, while not 
officially available outside of governmental 
circles, can often be obtained from the state 
cells. 

Waier-l^el fluctuation data on which 
recharge estimates are based, are collected 
by the CGWB and state ground water cells. 
The CGWB maintains a network of some 
I2,(XX) wells nationwide which are monitored 
four times per year. Slate cells generally 
monitor water-levels from 2-12 times per year 
(depending on the state) in t-2,0(X) wells. 
Water-level fluctuation data from these well 
networks are often used to generate water- 
table maps. The maps are, however, generally 
unpublished and not ofricially available out¬ 
side of government circles. Asjde from the 
maps, water-level data are highly disag¬ 
gregated, dispersed and, as a result, inac¬ 
cessible to local groups concerned with 
ground water problems. 

Aside from basic monitoring data, a wide 
variety of specific hydrological studies have 
been done. As with recharge and extraction 
estimates and water-table maps, many of 
these studies are not published and those 
that arc, are lor “official use only". In sum. 
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while <teu on water-levels have been col¬ 
lected for most parts of the country and 
detailed studies have been conducted in 
speciHc areas, information from neither 
source is readily accessible. 

(B) Data Quality 

As‘ previously noted, extraction' and 
recharge estimates are the most readily 
available information on ground water con¬ 
ditions and are the primary measures used 
to target investments. Under the proposals 
for the VII Plan (1990-95), total investment 
from all sources in ground water structures 
over the plan period was intended to reach 
Rs 8,659 crorc [GOI, 1989). This is 
equivalent to roughly S 866 million per year 
at the Rs 20/dollar rate prevailing in early 
1991. In addition, the VIII Plan working 
group proposed a target .investment of 
Rs 52,800 crore over the subsequent three 
plan periods (1995-2000) for ground water 
development (GOI, 1989). Given, the 
magnitude of the proposed investments and 
the fact that recharge and extraction 
estimates are the most readily available data 
on ground water conditions, the quality of 
those estimates is of great importance. 

Major questions exist regarding recharge 
and extraction estimates These estimates are 
made using the methodology recommended 
by (he Ground YV^ier Estimation Committee 
(CEC) in 1984 jGOl, 1984). This 
methodology may overestimate resource 
availability substantially and. even if 
unbiased, produces estimates of highly 
uncertain accuracy 

(1) ParLNtiAi Bias 

The GEC recommended that total 
recharge be estimated as the sum of recharge 
during the monsoon (based on water-table 
fluctuations in monitoring wells and 
estimates of aquifer specific yield), rainfall 
recharge during the non-monsoon (a flat 
percentage of non-monsoon rainfall deter¬ 
mined based on aquifer lithology), and 
seepage and return flow from surface water 
sources including irrigation )GOI, 1984). 

Recharge during the non-monsoon period 
IS a primary potential source of bias parti¬ 
cularly in arid areas. The percentages of 
recharge from rainfall recommended by the 
GEC are given in Table 1. Aside from their 
crude nature, the main problem with these 
percentages is that thej' do not reflect antece¬ 
dent moisture conditions Most lainfall 
which occurs in and areas following pro¬ 
longed dry periods evaporates or is retain¬ 
ed in the soil. As a result, non-monsoon 
lecharge from rainfall may be a myth for 
many areas. 

The extent of the bias this approach can 
lead to in arid areas is evident in government 
resource estimates. The government of 
Rajasthan, for example, estimates a gross 
recharge for Bikaner block of 40.34 mcm 
(Surana and Kuri, 1987). Of this, 12.37 mcm 
are estimated to occur during the monsoon 
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based on water-table fluctuations and 
27.97 mcm are derived from non-monsoon 
rainfall infiltration. Based on a 20-year 
period of record, 73 per cent of the rainfall 
in Bikaner occurs during the monsoon. The 
net result is that the 27 per cent of the rain¬ 
fall that occurs over a nine-month period in 
the dry season is estimated to produce 69 
per cent of the recharge. Since most non¬ 
monsoon rainfall in the Bikaner area 
probably evaporates, the methodology con¬ 
tains a\ strong tendency to overestimate 
available recharge 

(2) St ItNTinC OllFSIlONS 

Aside fron^ potential sources of bias, a 
fundamental pq:)blem with extraction and 
recharge estimates is their lack of a solid 
scientific basis There are three components 
to this problem. First, the water balance ap¬ 
proach assumes that hydrologic units are 
being used as the primary basis for analysis 
Recharge and extraction estimates are lui 
lently calculated on a block basis since that 
IS the primary unit for targeting funding 
This may not be a major problem in areas 
where recharge is locally derived but it will 
render estimates meaningless in areas ol 
significant gound water flow. Second, the 
water-table fluctuation approach assumes 
that resource availability can be calculated 
from changes in saturated storage. Changes 
in storage in the ‘vadose’ (unsaturated) /one 
may, however, be the major factor determin¬ 
ing actual resource availability [Narasimhan, 
1990, p 361). Third, many of the parameters 
used to estimate ground water recharge and 
extraction are ol limited accuracy. As the 
RefjO'l of the Horkinn Group on Minor 
Irrigalion for f orniulalion of the Liiihlh 
Plan (1990-V‘i) commented in 1989 
In preseni nielhodniogs tor calciilatiiig 
ground water potential many parameters in 
the waler balance equation are on ad hot 
norms Acluallv only observation made 
relates to water-table fluctuation. This 
mclhodologs needs revision Scientific 
assessment ol all parameters is necessary 
|('iOI. 1989, p si) 

F’robleiiis with key paramctcis are easily 
identified in the case of specific yields 
Under the GEC methodology, recharge 
during the monsoon period is estimated by 
multiplying the avetage change in water 
levels in monitoring wells by the average 
aquifer specific yield (isciceniage porosity) 
and the area conceined (typically a block). 
This calculation results in an estimate for 
the volume of water that has infiltrated to 
the aquiler over the monsoon. In hard rock 
aquifers where the porosity is generally 
below 10 per cent, recharge estimates are 
highly sensitive to specific yield values. II, 
for example, the ‘iiuc specific yield is 4 per 
cent an error of 4/ one percentage point 
in the specific yield figure will resuli in a 
20-25 per cent error in the recharge esiimaie 
The GEC recommended that specific- 
yields be computed from pumping lesls 
|GOI, 1984, p 28] Most analytical methods 


for interpreting pumping tests were initially 
devised for drilled wells in alluvial aquifers 
with relatively simple geometric configura¬ 
tions. They do not apply to the large 
diameter wells and complex, heterogeneous, 
hydrologic conditions typical of the hard 
rcK'k aquifers extending throughout most of 
peninsular India tNarasimhan, 1990]. As 
Narasimhan states; "Indiscriminate fitting 
of hydraulic test data to available mathe¬ 
matical solutions will but yield pseudo 
hydraulic parameters that are physically 
meaningless" (Narasimhan, 1990, 362). The 
net result is that many specific yield figures 
arc based on the 'adhiK norms’ recommend¬ 
ed by the CiEC or well tests of questionable 
validity They may bear little relationship to 
actual conditions in the field 

Natural variability compounds the pro¬ 
blem of estimating recharge. The CGWB 
maintains a net work of over 12,000 monitor¬ 
ing wells-- which works out to roughly 2.4 
for each block in the country or one for 
every 274 km- State ground water entities 
monitor a larger number of wells but it still 
often works out to only 8-10 in a block.'' 
This density may be sufficient for monitor¬ 
ing water levels in fairly homogeneous 
alluvial aquifers but haid rock areas show 
a much higher degree ol variability. As 
Ghosh and I’hadtare comment even at the 
national level 

ground waicr resources evaluation needs 
further improvemeni as il is based on (i) 
seasonal water-level fluctuations observed al 
few and widely spaced observation wells and 
(li) assumption of uniform specific yields for 
highly heterogeneous hard ruck forma¬ 
tions (Ghosh and Plwdtare, 1990, p 438). 
Given the density of the monitoring network 
and the high variability of specific yield 
measurements, confidence intervals on key 
parameters arc often so brciad that they 
render recharge estimates meaningless. 

A relativelv typical study of ground water 
availability done by the department of mines 
and geology in Alhani taluk, Karnataka 
(Bhende et al, 1989) illustrates the conse¬ 
quences ol natural variability for resource 
estimates In At ham taluk, the average 
change in water-levels in monitoring wells 
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over the monsoon has a 90 per cent con¬ 
fidence interval of +/ 33 per cent." 1 his 

is despite the tael lhai the number of 
monitoring wells m the taluk (14) exceeds the 
state average of 8-9 wells. Specific yield 
measurements arc not reported but generally 
vary from 0.9 to II per cent for the area.'- 
Bhende et al, assume a specific yield of 3 
per cent M a 90 per cent conlidence inter¬ 
val of 2-4 per cent is assumed, then the 
average monsoon recharge is, with ‘90 per 
cent conlidence’, somewhere between 5,745 
and 22,983 hectare metres for the taluk 
Similar problems apply to cstraclion and 
rion-mons(M)ii recharge estimates Irrigation 
extraction estimates tor Athani taluk are, for 
example, based on the number of wells be¬ 
ing pumpctl, well yields, and days and hours 
pumped Their accuracy depends on the 
quality o( the well census, pumping tests lor 
well yields, knowledge of the lime farmcis 
actually pump wells, and the assumption 
that pump discharges are constant over time. 
Substantial uncertainty attaches to each of 
these elements Using reasonable assump¬ 
tions regarding the range ol uncertainly in 
each component rc’sults m a ‘90 pei cent con- 
tidcncc interval' on the exiraclion/rccharge 
ratio for Alhani taluk ol 14 per cent to 358 
per cent '■* I his range clearly provides little 
guide to the level ol development in the 
taluk 

(3) WaI I K BM AN( I IssiJt s 

The overall data requirements and seien- 
lific unceriainiies mheieni in recharge and 
extraction estimation raise basic questions 
about the applicability ol a water balance 
approach lor investment targeting al the 
blcK’k level In order to lower the 90 per cent 
confidence interval on the average pre- lo 
pt)si-monsoon water level change in the 
preceding example Itom t ' 30 pet cent 

to +/ 5 per cent would require a nearly 

10-fold incteasc in ihe number ol monitor¬ 
ing wells. A siinilai mcie.ise in data collec¬ 
tion would be ie(|uiicd to increase the 
stalislical accuracy ol each component to Ihe 
point where the final ratio i ould provide a 
meamnglul guide to dc\eloi>menI levels 
Tven il the data could be collected and 
analysed, maior scientilic questions would 
remain rcgaiding its intcipielation As 
Narasimhan 119‘K), p 3S4| comments lot 
hard rcKk areas "A sound rational basis 
does not exist yet lor quaniilying resource 
availability and utilisation" 

Inaccuracies in current estimation pro 
cedures are widely aeknolwedged but it is 
frequently argued’that the procedures pro 
vide the best intormatioii possible iiiidei 
existing circumstances '' This is not 
neces.sarily the ease, fhe primary advantage 
of ustng extraetron/reeharge as a guide is the 
advanced warning of overdevelopment it 
should provide (iivcn the unceriainiies in 
estimating the ratio it cannot produce this 
benefit. Furthermore, as Dhawan ll99()a) 
argues, there arc strong institutional and 
financial incentives for overestimating 


resources and ui(derestimaiing extraction. 
The inherent uncertainties and numerous 
assumptions which must be made in order 
to develop current estimates make this easy 
to do. In essence, the estimates could easily 
provide a pseudo scientific basis for main¬ 
taining popular programmes regardless of 
actual resource availability. 

(4) PoSStmr AtTFRNAtIVfS 

An alternative to the water-balance ap¬ 
proach might be simple water-table monitor¬ 
ing combined, at least in hard rock areas, 
with some statistical measure of aggregate 
well viability."’ Long-term declining 
hydrographs provide a good indication that 
extraction exceeds recharge.'The percentage 
of unsuccessful new wells or old wells going 
dry acts as a similar indicator of rc.source 
availability These indicators have four 
primary advantages First, both are direct 
measures Since they arc not estimates which 
involve numerous different assumptions, 
their accuracy and interpretation should be 
much less subject to debate oi manipulation 
Second, meaningful interpretation of water- 
level declines or well-failure rates is not as 
dependent on the unit of estimation as the 
E/R estimates are Areas of significant 
water-table decline or failure can be map 
ped without regaid to administrative or 
predetermined hydrologic boundaries 
Declines occurring over some threshold 
period (x years) and/or al above a ceilain 
rale (x cm/ycar) could serve as Ihe iriggci 
for imiijting more detailed hydrologic 
studies and evaluating the need to change 
NABAKD liind allocation within the pro¬ 
blem area Ihcd, the data on which these 
measures can be tu' .no already available 
with rhe t <iWU, slate ground water enlilies, 
and NABAKD Most ground water enlilies 
already produce water-table maps. As a 
result, expanded mapping would not add an 
entirely new aciiviiv lo departmental respon 
sibilities Finally, water quantity monitoring 
could easily be combined with quality 
moniloimg Water quality is as important 
as quantiiy in determining resource coiidi 
lion With the ciiricnt fercus of extraction 
and recharge estimation, quality considera 
lions lend lo escape widespread discussion 
W'jier quality maps could be produced along 
with waici-iablc and well-failure maps This 
would provide a prcliminaty basis loi mte 
grating qualitv and quantity considerations 

W'ater-lable and well-lailure indicators 
have the disadvantage that they do not pro 
vide advance waining that development is 
likclv to exceed availability until after that 
has already oct iirred Unfortunately, al cur¬ 
rent levels ol accuracy, Ihe water balance ap¬ 
proach docs not serve this function either 
In Karnataka, well hydrographs arc only 
examined m taluks which are classified as 
grey or dark-eg, where E/R estimates 
exceed 65 per cent.'" Under the GEC 
recommendations, detailed studies based on 
hvdrologic rather than administrative units 
are not required for funding approval until 


the E/R ratio exceeds 85 per cent. If the 
levels of uncertainty are similar to those 
estimated above for Alhani taluk, long-term 
water-table declines could be present well 
belore hydrographs would be examined or 
detailed hydrologic studies conducted. 
Furthermore, since blocks or taluks are the 
unit of estimation, major localised depletion 
problems can occur under current pro¬ 
cedures without triggering any change in 
fund allocation.''' 

Overall, regular publication of map> 
showing water-table changes, well-failure 
rates, and water quality measutenicnts could 
serve as a reasonable basts for fund alloca¬ 
tion devisions, Ihe initiation ol detailed 
studies in emerging problem areas, and 
general resource condition monitoring. 
( urreiit miormalion limitations constrain 
much ol the discussion on ground water 
depletion lo attempts to generalise liom sue- 
specific example and anecdotal evidence 


Vlana);i‘iii«‘nt 

(A)C IIRRINI Al'I’RdAl HLS 

Despite the lack of generally available and 
reliable inloimation on ground water 
resource conditions, there is a widespread 
acknowledgi'meni in governmental and 
research circles that cui rent patterns of un¬ 
controlled de-velopment cannot be maintain¬ 
ed At present, the only actual management 
IS by limiting NABAKD funds in blocks 
classified as grey and dark. Calls for more 
effective management are common |Smha 
and Shariiia, 1987, Cihosh and Phadtare, 
199()b. ('hakravarthy, I9q(), Saksena, 1989) 
Gujarat has passed a ground water manage- 
iiieiil act and several othci stales are con¬ 
sidering acts IGovcrrimenl pf Karnataka, 
1987; Government ol lamil Nadu, 1990; 
Sinha and ,Sharma. 1987) These acts arc 
based on a model bill ciiculalcd by the cen¬ 
tral government in 1970 and now being 
updated (GOI, 1970, 1991). They all take 
highly regulatory approaches. 

The acts lake all ground water rights to 
be fully vested in the slate government and 
bar civil courts from jurisdiction over 
ground water disputes I hey create ‘auihori- 
tie.s’ composed of state appointed members 
drawn, primarily, from Ihe stale ground 
water development organisations. These 
authorities are given the power lo notify 
areas for management and promulgate 
regulations as they see fit within thosc.areas. 
They also set up permitting systems for new 
ground water use and require all pre-existing 
users lo register with the authority within 
a short period of lime following the notifica¬ 
tion of an area. Certificates of registration 
and permits can be cancelled at any lime as 
the authority deems necessary for manage¬ 
ment purposes. Only domestic uses (drink¬ 
ing, cooking, and bathing) are excluded from 
regulation under the acts. 

Where enforcement is concerned, the acts 
all contain search and seizure provisions and 
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establish substantial Tines for contravening 
regulations. In addition to fines, the 
Karnataka act also provides for up to two 
years imprisonment for contravening any 
provision except well registration. Tamil 
Nadu’s act authorises electricity supplies to 
be cut off for any violation. This electricity 
cut-off provision was afso suggested for 
Karnataka by the central government in 
1987.^' None of the acts contain any pro¬ 
vision allowing the inclusion of local 
reptesentatives in the management structure 
or the devolution of any management 
authority to local groups. 

Unfortunately, at least in terms of 
resource management, the above regulatory 
approaches are unlikely to be successful. As 
Dhawan comments on the ground water act 
in Gujarat: 

this author does not entertain any great ex¬ 
pectations from such a legislative measure 
even if enacted. For, there is little hope for 
effective implementation of such laws which 
are inherenily difficult to enforce in ihe 
Indian conditions of small landholdings, in¬ 
adequate administrative set-up in the 
countryside, and eroded state of ethics 
[Dhawan, 1989, p 9]. 

In Mehsana district, Gujarat, spacing 
regulations have been promulgated by 
NABARD for new svells whose owners desire 
institutional financing. Electricity connec¬ 
tions are also supposed to be denied to wells 
violating spacing norms. I ocal farmers 
reponed, however, that private financing was 
readily available and electricity connections 
could easily be obtained with a fee to the 
line man.^’ This type of situation is com¬ 
mon in other districts where regulatory ap¬ 
proaches have been tried. 

On a larger scale, increasing ground water 
and electricity use efficiency by reforming 
electricity pricing structures is widely 
discussed. Replacing the current situation in 
which electricity for pumping is provided 
free or at a flat horsepower based annual Ice 
with unit rates would give users a strong 
financial incentive to increase use efficiency. 
This type of reform is, however, politically 
unpopular. Furthermore, extensive tamper¬ 
ing with meters was one of i he reasons the 
electricity boards initially moved to a flat 
rate charge [Dhawan, 1989]. The problem of 
enforcing regulations or raising electricity 
prices can be extreme. Take, for example, the 
region in Uttar Pradesh where Tikait, a 
farmer leader, holds sway. As a recent article 
in The Economist reports: 

Thousands of Mr Tikaii’s supporters bear 
guns. Mr Tikait tells farmers not to pay for 
canal water or electricity for their wells No 
state government has dared cut off the 
farmer's electricity supply for fear of losing 
votes, or of tangling with Mr Tikait’s 
gunmen. This erosion of the rule of law is 
happening, not in secessionisi-minded 
Punjab Assam or Kashmir, but in Uttar 
Pradesh, the very heartland of India.’-' 

Given the inability to enforce existing regula¬ 
tions or take politically unpopular moves. 


the social feasibility of state regulation is 
open to question. 

(B) Alternatives 

At least two broad management ap 
proaches aside from stale regulation exist bui 
these have not generally been tested or 
evaluated in the Indian ground water con¬ 
text. These are management based around 
user-groups or ‘districts’, and ‘indirect 
management’ using a combination of 
economic, legal, technological, and social 
interventions.’' 

(1) Districts 

Districts arc the primary management en¬ 
tity in western US. They are quast- 
governmental organtsations which often 
contain substantial local representation on 
their governing boards Districts generally 
operate local management systems within 
broad bounds set by the state. The variety 
of district structures in the western U.S. is 
tremendous Some are top-down with key 
decisions being made by state appointees, 
others are boltom-up and decision making 
power resides with elected otficials ot the 
electorate itself. Disliicts tend to be large 
enough organisaiions that they have the 
capacity to utilise (and, in some ca.scs, pro¬ 
duce) technical information on ground water 
conditions. At the same lime, their local 
nature creates the potential to incorporate 
local considerations into management ac¬ 
tions. Furthermore, by placing all or a large 
portion of the power to make management 
decisions in the hands of the local popula¬ 
tion, there is the potential for enforceable 
and socially viable management structures 
to emerge 

Although untested in the ground w"!-' 
management area, institutional structures 
similar to ‘districts’ are currently being tested 
for forest management in many Indian states 
through joint forest management (JFM) pro¬ 
jects. JFM involves user groups (generally 
villages) forming societies and reaching 
agreements with the forest department regar¬ 
ding the management of local forests. The 
forest department sets broad boundary 
conditions— for example, grazing and cut 
ting limitations. It also agrees to turn over 
substantial resources, typically 25 per cent 
of the limber harvest and all minor lores! 
products, to the local society. In return, the 
local society agrees lo devise and enforce a 
management system which meets its needs 
within the boundary conditions .set by the 
forest department [Poflenbcrger, 1990]. 

Although district-like structures can play 
major roles in ground water management, 
they are no panacea for addressing ground 
water rroblems. Districts have a mixed 
history in the western US. In some ca.ses they 
have been able to address major depletion 
problems through purely local initiatives.’' 
On the other hand, in many cases local 
politics and dominant interests have been 
able to block districts from development of 
management systems without major stale in¬ 


terventions,Similarly, the limited ex¬ 
periences that exist with JFM suggest that 
It will only function well under certain 
circumstances. JFM appears to be widely 
successful in West Bengal [Malhotra and 
Poflenbcrger, 1989). In Haryana, where I 
have worked, i he greatest potential for suc¬ 
cess appears to be in situations where 
relatively small socially homogeneous 
villages are the primary users of clearly 
delined forest areas and have a high level of 
dependence on those loresis. I he develop¬ 
ment of effective management systems in 
economically or socially divided villages or 
instances where usc-areas/user-groups 
overlap extensively is much more difficult 
and may not be .socially feasible in many 
instances 

District-like organisations could con¬ 
tribute substantially to ground water 
management in India. At the same time, if 
a ‘district’ or ‘joint’ management approach 
IS to be investigated, a great deal of effort 
will be required to define the conditions 
under which it has a reasonable chance of 


(2) Indirect Management 

Indirect management would involve 
co-ordinated attempts to manipulate the 
economic, social, legal, and technological 
context in which ground water use occurs. 
The basic idea would be to at tempt to create 
a broad range of incentives tor individuals 
and groups to use grOund water in efficient 
and sustainable ways without trying to 
directly regulate individual actions. To get 
a belter idea of how indirect management 
approach might work it is necessary to ex¬ 
amine some ol the potential levers. These are 
presented as examples and should not be 
taken as prescriptions 

Electricity pricing is an ccortomic leverage 
point which could be utilised to influence 
ground water use Unit charges for electricity 
would provide individuals with the incentive 
to use both it and water efficiently. As 
previously mentioned, this approach faces 
strong opposition and would be difficult to 
enforce One way to side-step the second part 
of this problem might be to sell electricity 
only to user groups, co-operatives, or private 
‘electricity retailers’ on a unit basis and have 
them collect fees from the end users.’’ 
These power retailing organisations could be 
set up at the level of the llkv or 440v rural 
lines (whichever seems more appropriate). 
This approach could be used lo reduce pro¬ 
blems with meter tampering and increase the 
enforceability of unit charges. Once 
established, the power distributing organisa¬ 
tions could also take on ground water 
management activities. Another approach, 
mentioned in discussions with World Bank 
officials, could be to impose a very high flat 
fee to any pumps without electric meters or 
where the meters show evidence of tamper¬ 
ing. Whatever approach is eventually 
selected, something will need to be done lo 
rationalise electricity use for pumping. The 
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magnitude of the issue is evident from the 
fact that the World Bank has just slopped 
distribution of approved loans to the State 
Electricity Boards due lo iheir precarious 
financial posiiion."" 

Water markets are a second economic 
avenue through which ii might be possible 
lo inQuence water use pallerns Water 
markets often provide sections of society 
that lack the capital necessary to develop 
wells with access to ground water [Shah, 
1989a. b|. Water buyers typically pay bv the 
hour and, thus, have an economic incentive 
to use water as elficienlly as possible. Sellers 
in Gujarat often invest in pipelines to 
transport water to fields in order to minimise 
waste but will then pump and sell as much 
as possible in order to re-coup fixed well 
development and electricity charges 
[Moench, I99la|. Generally, water markets 
tend to provide incentives for end-use effi¬ 
ciency but lead to over-extraction where 
ground water is liiniicd [Shah, 1989b]. In¬ 
centives foi eft iciency could be increased by 
providing subsidies for efficient use techno¬ 
logies (drip, sprinkler, etc) to water buyers 
and efficient transport systems- (pipes) lo 
sellers. Economic incennves (aside from unit 
electricity pricing) tor limiting extraction aie 
more difficult to envision The combination 
of unit pricing for electricity, subsidies for 
water efficient tcxhnologies, and support for 
the development of waiei markets could 
create incentives lor efficient use while slill 
allowing a high degic-e ol access for lescmrce 
limited groups 

Rights structures arc another possible 
point ol Intelvention. Currently, ground 
water is an open access resource and indi¬ 
viduals or groups have no standing to com¬ 
ment or alter other’s use patteins Alloca¬ 
tion ol water rights to individuals or groups, 
if that could be done eflectivcly, could pro¬ 
vide incentives lor conservation ol the 
resource. Alloiaiion could be u.sed to create 
an incentive lor right holders to increase the 
efficiency ol then own use .ind to challenge 
uses by others which exceed the rights 
allCK'ated to them Alternatively, generalis¬ 
ed legal provisions agamsi waste could be 
used by communities lo cMicourage indi¬ 
viduals to adopt cllicieiit use practices -”' 
Rights structures would need to be enlorc 
ed cither inlormally oi through the civil 
courts. How It might be possible lo do this 
effectively requires investigation 

Technological change such as the imro- 
duction of efficient pumps, eflicieni water 
application systems (recharge siriicluros, 
water distribution pipelines, drip, ap 
propriate sprinklers, soil moisture monitoi 
ing systems, and so on) is another potential 
point of indirect intervention Technical 
interventions arc only likely to be adopted 
if farmers have a strong incentive to do so 
and the technologies function well under 
actual field conditions. As a result, both the 
incentive structure and the direct involve¬ 
ment of users in developing and testing 
technologies are key elements 
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Finally, social attitudes regarding water 
availability may be important poihts of inter¬ 
vention. Education regarding the scarce 
nature of ground water and the social value 
of the resource could play an important role 
over the long tc'-m in developing attitudes 
supportive ol management. 

Overall, the indirect management ap¬ 
proach would involve identilying and using 
a wide range of non-regulatory levers to 
encourage sustainable use. The goal would 
he to create a structure where individuals 
have an incentive to use ground water effi¬ 
ciently and the means to do so. Any tools 
that appear viable in a given situation could 
be used To do so eflectivcly would require 
substantial diagnostic information on what 
the key lactors determining ground water use 
patterns are in order lo determine possible- 
points of intervention. It would also require 
ongoing research efforts to monitor and ad¬ 
just the effects of structural change cflorls 

(C ) ManaciI Ml Nr Summary 

The top-down regulatory approach being 
proposed in current legislation is only one 
oi at least three broad avenues through 
which ground water management could be 
alteinpied As discussed, the difficulty of 
enforcing regulations or taking politically 
unpopular decisions is likely to limit the 
efficacy of regulations. Likcwi.se, local 
management and indirect approaches may 
only work adequately under a limited range 
of conditions. As a result, there is a great 
need to identify as many possible avenues 
for management as possible and to deter¬ 
mine the conditions under which they are 
likely lo h,ise a icasonable degree ol success 

M 

Policy Implications 

The issues identified above and potential 
consequences ol widespread damage lo 
ground water resources suggest the need for 
policy changes allecting management over 
both the short and long term. In the short 
leim, the set ol inteilinked questions involv¬ 
ing inlormaiion on resource conditions, 
development funding flows, equity, and the 
identification ol emerging issues need lo be 
addressed There is also a need to address 
basic scientific questions on ground water 
behaviour in hard lock regions and the 
viability of dilfereni management ap¬ 
proaches. It IS unlikely that scientific and 
management approach questions can be 
adequately resolved over the short run As 
a result, a policy framework that allows ex¬ 
perimentation and the gradual evolution of 
appropriate management structures appears 
necessary Specific policy issues and poten¬ 
tial avenues for their resolution are listed 
below 

(A) Dak and DFVtlOPMf NT FUNRtNC'i 

F tows 

Accurate information on resource condi- 
t'on IS a basic prerequisite for allocation of 


development funding and resource manage¬ 
ment. The current linkage between resource 
estimates and NABARD credit availability 
creates a situation in which data are highly 
sensitive and there is a tremendous incen¬ 
tive to overestimate resource availability, 
hven without this complication, water 
balance estimates would be extremely dif¬ 
ficult to evaluate. 

Removing the linkage between resource 
estimates and the allocation of funds to 
blocks could reduce both the sensitivity of 
resource data and the incentive to over¬ 
estimate availability It might be possible to 
do this by levciising NABARD funding to 
all blocks while shifting the focus of lund- 
ing based on resource conditions. In blocks 
where ground water is readily available 
NABARD funds could be used primarily for 
well development. Where resource condi¬ 
tions are not as favourable, funding could 
be shifted into conseivation technologies 
(credit for channel lining, drip systems, etc) 
and recharge structures. 

Problems in evaluating resource condition 
based on water balance estimates could be 
addressed through a greater locus on water- 
table levels and well success rates. Districts 
in western US often publish annual, 
five- and lO-yeai changes in water-levels as 
their primary guide to resource condition. 
This approach combined wit h statistical in¬ 
dicators of well viability (important since 
water-tables can be difficult to interpret in 
hard rock areas) could be used to guide 
funding and monitor resource conditions in 
India. Water table and well viability statistics 
'could be published based on data currently 
available with state ground water organisa- 
titms and N.ABARD. These statistics would 
have the advantage that, as direct measure¬ 
ments, they are relatively difficult to 
manipulate and they eliminate some of the 
uncertainties and assumptions underlying 
current water balance estimates. 

(B) UlHOMINCi ISSUL.S 

At least three upcoming issues areas are 
likely to require policy decisions in the near 
future. These arc. (I) rural-urban competi¬ 
tion over ground water resources and pro¬ 
tection of area.s-of-origin; (2) equity of 
access to ground water in depletion areas; 
and (3) energy allocation and pricing for 
pumping. 

Development of ground water for 
municipal uses in rural areas is a growing 
source of conflict.^ Under the national 
water policy, domestic water supply has 
priority over agricultural uses. It is, however, 
difficult to separate domestic from industrial 
uses m urban water supply systems. Further¬ 
more, under current approaches, urban areas 
can drill wells in rural areas as needed. This 
can have direct consequences for both rural 
domestic and agricultural water availability. 
Large capacity municipal wells can rapidly 
lower water-tables below the point where 
rural communities can afford to drill—with 
devastating consequences on the rural 


Economic and Political Weekly March 28, I992 



economy. Given the fact that Indian urban 
water supply systems have very high leakage 
rates compared to international norms, it is 
unclear that they should automatically be 
able to extract large quantities of new water 
from equally needy rural areas. The whole 
question of how to meet justified urban 
watef supply needs while protecting the 
equally justified needs of rural areas-of- 
origin will require ptolicy attention in the 
near future. 

Equity is also a central issue in areas 
where ground water mining is difficult to 
control. Current limitations on credit 
availability in grey and dark blocks dis¬ 
proportionately affect resource-limited 
groups. More wealthy farmers draw on 
private capital for well development. This 
option is often closed to the poor. As a 
result, they arc selectively dented access to 
a common property resource. Since the 
wealthy can continue with well development, 
credit limitations are unlikely to control over¬ 
development. How appropriate it is to cut 
the resource-poor out of access to ground 
water when it is impossible to enforce any 
management system on wealthy sections is 
likely to emerge as a major equity and policy 
issue. The proposal to levelise NABARD 
funding (discu.s.sed above) coupled with 
some programme for supporting continued 
well development by resource-limited 
sections of society in over-developed areas 
could partially address this issue. Overall, 
It may b» necessary to explicitly recognise 
situations in which control of giound water 
mining is impo.ssiblc and management needs 
to focus more on equity rather than sus¬ 
tainability considerations. 

Electricity pricing and availability for 
pumping arc a third area of immediate 
policy concern Current Hat ratc/free pric 
ing policies, while politically popular, 
generate tremendous incentives for in¬ 
efficiency in both water and electricity use. 
Unit pricing would provide incentives for ef¬ 
ficient end-use of both electricity and thc 
water pumped by it, This approach is, 
however, limited by the political unpopulari¬ 
ty of unit rates Selling electricity in bulk to 
user-groups, ca-operatjvcs, oi private ‘elec¬ 
tricity retailers’ and having them collect lees 
from the end-users might inrieasc the social 
feasibility of charging unit rates. Clearly, any 
shift away from the existing electricity supply 
structure involves a wide range of issues and 
would require a major policy debate 
Without some change m the incentive struc¬ 
ture for electricity use, energy shortages and 
inefficient patterns of both energy and 
ground water use arc likely to remain majoi 
problems. 

(C) SCItNl II IC AND MANA^.^M^^^r fSStiPS 

Finally, aside from polic-y needs affecting 
the immediate management of ground water 
resources, there is a basic long-term need to 
address underlying scientific and manage¬ 
ment approach questions. Given the gaps in 
our understanding, an increase in basic 


scientific research on the hydrology of hard 
rock zones is essential if adequate techniques 
for resource evaluation and monitoring arc 
to be developed. Investigation of manage¬ 
ment alternatives is equally essential if 
socially feasible approaches are to be iden¬ 
tified. Major questions exist over the viabili¬ 
ty of the regulatory approach likely to be 
enshrined in currently proposed legislation. 
Management through user groups or by 
altering economic and legal rights structures 
while increasing the availability of conser¬ 
vation technologies could be used as alter 
natives to regulation or in conjunction with 
It. There is a clear need to define the relative 
viability of different management ap¬ 
proaches under a range of conditions 
Policies flexible enough to allow the evolu¬ 
tion and testing of new approaches are need¬ 
ed rather than prescriptions of how manage¬ 
ment should occur. 

Notes 
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interviews by the staff of the Central Ground 
Water Board. I he Ground Water Cell of ihe 
kaiiiataka Bureau of Mines and Geology. R D 
Dhawan, Tu.shaar bhah, and many other iiidi 
viduals bdilonal comments by l.inda Nash and 
Peier Glcick were greatly appreciated The con 
tents and opinions expressed in il are ihe 
responsibiliiY ol the author alone. This paper 
was inilially hi ought out as a limited edition 
monograph by the Pacific Insiilulc for Studies 
in Fnvironmcni, Development and Securiiy | 

1 As used III this paper ‘depletion’ refers to 
Ihf economically acces,sible resource not the 
lolal quantum ol ground water and ‘sialic’ 
refers to giound water that is not dependeni 
on recharge rales over the short run 

2 B P Smha. chief hydrologist, Ccniral 
Ground Water Board, interview on 
Scpienibet 4. 1991 Also SC's -1 loldnian | I9KK, 
1989) and (. hopia 119911 

.1 According 10 1986-87 figuics, 21-M per ceni 
of clcclricily pioduclion was lonsurned In 
Ihe agriculture sector IDadluni, 199()| Most 
ol ihis IS lor pumping 

4 Blocks are local adminisiiaiise uniis 

5 Field work in Mehsana dist'iu, (luiarai. 
Kolar dislncl, karnaiaka, and ( oimhaloic 
districl, Tamil Nadu 

6 Inleiview with A S Chawla, WKIIK. 
Roorkee, November 3, 1991. 

7 Interview with B P Smha. chiel hydrologist. 
Ccniral Ground Water Board, Sepiember 4, 
1991. 

8 TheCiround Waier Eslimation C omniiiice 
IGOI, 198^ recommended ihal walei 
availabilify for irrigalion should he 
calculated alter reserving 15 per cent of all 
recharge for other uses. As a resuli, most 
ground water esliniaiion reports simply 
assume Ihal all non-irrigation uses are 
accounted for by the 15 per cent exclusion 
This IS probably fine for most rural areas 
Il coaid introduce major inaccuracies in 
some and zones and any area supplying 
major urban centres. 

9 Karnataka, for example, monitors 1533 wells 


(an average of 8.76 per laluk). Personal 
communtcaiion, R I Gaikad, deputy direc- 
lor, ground water cell. 

10 Taluks arc the adminisiralive equivalent of 
blocks. Full calculations on which this 
paragraph is based are contained in Moench 
(1991a) 

11 Calculated from the data in Bhende cl al 
(1989) 

12 Personal communication R L Gaikad, 
deputy director, ground water cell. 

13 For example, R 1. Gaikad ol the Karnataka 
Bureau ol Mines and Geology estimated the 
uncerlainty m well yields ai 20-30 per cent 
He also staled ihal ihc consiani discharge 
assumption is highly unreliable because 
most pumps are centrifugal and the 
measured discharge/hour is very sensitive 
to pumping depth and electricity supply 
characierislics (interview on March 6, 1991) 

14 See Moench (1991a) for derails of these 
calculations 

15 This argumciil was advanced in numerous 
discussions with ground water professionals 
in Delhi, Tamil Nadu, Karnaiaka and 
Gujarai 

16 The concepi of a ‘waier-iable’ is somewhat 
nebulous in hard riK'k areas Because frac¬ 
ture /ones may not be inierconnecied, ad- 
jaccnl wells may have very different levels 
of slanding water and behaviour when 
pumped As a result, .some measure of well 
viabilil) in uddilion to walci-level trends is 
iinportanl foi liaid rock areas 

17 It might, in fact, help lo define those 
boundaries 

18 Personal communicalion, K I Gaikad. 
dcnuiy diiccior, ground water cell, 
Karnaiaka. 

19 This appears lo he ihe case, for example in 
Jodhpur disiricl, Rajasthan Water-table 
declines averaging roughly I m/yr in key 
aquiters have been a major source of con- 
ITicl between rural tarmers and urban water 
suppliers in Jodhpur district |Rat and 
Phalwal, 1988] The same olliciai report 
Ihal notes ihc Im/yr declines, estimates E/R 
at only 42 per cent and claims ihal there 
IS subsianiial poieniial lor further 
developinciil 

2(1 Karnaiaka and Tamil Nadu have draft 
management acts and oilici stales may well 
also 

?i I cllci from Ihc secreiarv in ihe ministry of 
waiei resources lo ihc chief secretary. 
govcTiinient of Karnaiaka. dated August 24, 
1987 

22 I leld work in Mehsana disiricj, Gujarai; 
Kolar district, Karnaiaka, and Coimbatore 
district, Tamil Nadu, February-June, 1991. 

23 Ihe lU'onomiil, Vol 230, No 7719, August 
10-16, 1991. pp 23-24. 

24 R) siiuctural management I mean the 
managemcni ihrougtj the economic, legal, 
and social siruclure in whK'h ground water 
use occuis lather than direct management 
ol the water itself 

25 As an example ol good local management 
sec the case of the high plains underground 
water conservaiion district in Moench 
ll99lbl. 

26 This IS Ihe typical case m C alilornta where 
virtually no actual ground waier manage- 
menl has occurred without the slate first 
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praviding suppon for the import of surface 
waters [Uux. 1988]. 

27 It might be possible to model electricity 
distribution on the approach used in some 
surface irrigation systems. In a number ot 
irrigation systems, farmers are responsible 
for water distribution and channel main 
tenance below the main system jC oward, 
1990] A similar structure could be tried in 
the elect ricily case 

28 Cite Tmei of India article 

29 This IS the approach successfully lollowcd 
by the high plains underground water 
district in Texas. Interview with Wavnc 
Wyatt, district manager 

30 The fact that urban uses are a small percen¬ 
tage of total uses should not obscure the 
magnitude of the conflict. In western US. 
agricultural uses account for over 80 per 
cent of all consumptive use but the transfer 
of water from rural to urban uses and how 
to protect rural ‘areas-of-origin’ is one ot 
the most divisive political issues in the water 
arena 
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Impact of Irrigation on Multiple Cropping 

B D Uhawan 
llarKharan Singh Datlu 

It is widely perceived that the key to raising intensity of cropptna tn inonsoonal climates is the development 
of irrigation. In view of this it becomes worthwhile to assess the actual impact of irrigation on intensity of cropping. 

This paper examines whether there is an improvement, decline or mere constancy in the impact of irrigation 
on intensity of cropping. 


INDIA is fortunate that its soil and climate 
permit by and large year-round cropping 
of its limited resources of arable land. 
Despite such a marvellous scope for land- 
augmenting,-the level of multiple cropping 
actually prevailing is way below the poten¬ 
tial mark of two, if not three, crops per 
year.' During 1987-88 (the latest year for 
which data are available), the intensity of 
cropping on national net sown area of the 
order of 136 million hectares averaged 1.27 
crops only. Admittedly, this was a year of 
severe drought that somewhat depressed the 
level of multiple cropping. Yet, one is struck 
by the slow pace of improvement in intensity 
of cropping over time: it rose f rom about 1.11 
crops tn 1950-51 to 1.18 in 1970-71, 1.23 in 
1980-81, and onto I 27 m 1987-88. 

It IS widely perceived that the key to rais¬ 
ing intensity of cropping in monsoonal 
climate is development of irrigation In view 
of this it becomes worthwhile to assess the 
actual imifact ol irrigation factoi on inten¬ 
sity of cropping. An in-depth, estimaiional 
work in this regard may be inter aha useful 
in two respects. First, it would provide firm 
esttmates of the impact of irrigation 
development on intensity of cropping. 
Second, it would provide a lest of two con¬ 
flicting hypotheses about the trend in this 
impact dver lime. While Rao et al (1988) 
discern some “evidence of a mild increase 
in the impact of irrigation on cropping 
intensity” (p 69), Alagh (1987 ) is concerned 
at the elasticity of intensity of cropping with 
irrigation now approaching zero in .some 
States—he rightly pleads for further enquiry 
in-lhis area which became quite controver¬ 
sial following the publication of the famous 
Panse Memorial Lecture by V K R V Rao 
back in 1974. Satya Sai (1990) found that 
in Punjab-Haryana region the impact of ir¬ 
rigation on intensity of cropping during the 
post-HYV period was lower than that in the 
pre-HYV period. 

This paper, which is part of a larger study 
entitled Trends and New Tendencies in 
Indian Irrigated Agriculture’ that is being 
undertaken at the Institute of Economic 
Growth, focuses on the measurement aspects 
of the impact of irrigation on intensity of 
cropping. It comprises the following three 
sections: (I) Methodology, (II) Temporal 
Results, (III) Cross-Sectional Results. Using 
multiple regression technique we first under¬ 
take a cross-sectional analysis for the seven 
quinquennial periods, viz, 1953-57,1958-62, 
1963-67, 1968-72, 1973-77, 1978-82 and 


1983-87. This analysis, presented in Section 
III, indicates whether there is an improve¬ 
ment, decline or mere constancy in the im¬ 
pact of irrigation on intensity of cropping 
The regression results of the temporal 
analysis for the period 1950-87 are pre.senied 
in Section II. Questions of methodology arc 
briefly dealt with first in Section I that 
follows. 

1 

There arc ihree pertinent methodological 
issues which need careful attention while 
assessing the relationship between tnteiisity 
of cropping and irrigation. One pertains to 
the very definition of intensity of cropping, 
especially the issue of its adjustment for the 
length of the period for which diflerent 
crops occupy land from the date of their 
preparatory tillage to final harvesting. The 
second one concerns the defining of irriga¬ 
tion variable for multiple regression purpose. 
Here, the two-fold issue is one of choosing 
between gross and net irrigated area statistics 
on the one hand, and relating the chosen one 
to either gross or net cropped (sown) area 
on the other. 

The third methodological issue is about 
the usual specification of the regression 
model. Satya Sai (1990) rightly does not 
favour log-linear specification, because “a 
log-linear specification is not appropriate as 
It envisages the intensity of cropping to be 
zero when irrigation level is zero—in ram- 
fed conditions of India the intensity of crop 
ping, when expressed in per cent terms, is 
anticipated to be a little over 100” (p 299) 
Yadav (1990) found that the relationship bet¬ 
ween intensity of cropping and rainfall is 
indeed non linear (quadratic, to be specific). 
Finally, one has to duly reckon with the 
inherent biases in the estimated impact of 
irrigation on intensity of cropping arising 
from the inadvertent or unavoidable omis¬ 
sion of some relevant variables from a regres¬ 
sion equation. 

Intensity oj Cropping-. The conventional 
definition of intensity of cropping in Indian 
literature is the ratio of gross cropped area 
(i e, sun:; of the area under all crops in a 
given agricultural year) to net cropped/sown 
area, usually expressed in percentage terms 
Some researchers have tried to modify this 
measure by reckoning with crop duration, 
whereby area under annual cTops (like sugar¬ 
cane) has been counted tnree times and area 
under two-seasonal crops like cotton and 


chillies has been counted twice. Dhawan 
(1988) has objected' to this modification, 
arguing that logically the modification need 
to be done also in the case of gross irrigated 
area. Otherwise, one-sided modification 
might overstate the impact of irrigation on 
intensity of cropping.^ 

Irrigation Variable: Till Dhawan (1985) 
argued that the appropriate measure of 
irrigation variable is the ratio of gross 
'irrigated area to net sown area, the usual 
measure had been one of ratio of net 
irrigated to net sown area. Dharm Narain 
and Roy were the first to add a qualitative 
dimension to this tradttional measure, either 
by bringing in another ratio variable, 
namely, intensity of irrigation, which is a 
ratio of gross to net irrigated area, or by 
miroduemg the type of irrigation, notably 
tubewell irrigation. 

This innovation has become now quite 
common in the literature. Dhawan (1988) 
had made two obscivations First, a single 
irrigation vaiiabic, defined as the ratio of 
gross irrigated area to net sown area, would 
equally well serve the purpose at hand. 
Second, the quality of irrigation, m the con¬ 
text of intensity ol cropping analysis, is 
belter captured by the season-wise orienta¬ 
tion of irrigation than by three mam types 
of irrigation, namely, canals, wells and tanks 
undei which Indian statistics arc usually 
distinguished in the official documents. 
Younger scholars at the Institute of 
Economic Growth have started using 
Dhawan’s deli nit ion of irrigation variable. 
In this paper, we demonstrate the veracity 
of the second observation also. 

Model: In our cross-sectional analysis we 
use the following model. 

Cl ^ a-rb.lRR- 1 -cK-t-d.RAIN + e.RAlN’ . (1) 
Where- Cl - conventional measure of 
intensity of cropping i e, 
ratio of gross to net .sown 
area (per cent). 

IRR 'irrigation ratio of gross ir- 
rtgalcd to net sown area (per 
cent). 

R - K-lactor indicating orienta¬ 
tion of irrigation m a state 
towards the kharif season 
(fraction). 

RAIN = normal rainfall of a stale (cm), 
a, b, c, d and e are parameters to be 
estimated. 

The parameters a, b and d are envisaged 
to be positive, and the parameters c and e 
negative. While Cl and IRR are obtained 


Economic and Political Weekly March 28, I5|92 A-IS 



from oUlcial statistics on gross cropped area, 
net sown area and gross irrigated area, 
statewise RAIN is obtained from Yadav's 
paper.’ Slalewi.se value of K-facior is culled 
from Dhawan (1988, lablc 4 5, p 94)—it is 
the average of three years 1983-84 to 198.3-86 
An attempt has been made to replace IRR 
and K variables by three types of irrigation 
(canals, wells and tanks) and reesiimate the 
model (I). 

Year-wi.se cross-sectional regressions 
showed remarkable stability ovei time. It 
was, therefore, decided to pool data for five 
years. The 14 states included in the cross- 
sectional analysis are listed in Table I, which 
also gives the normal rainfall and K-facior 
values for each state. 

For all-India time series analysis, the 
following model has been opeiatioiiahsed. 
Cl = a-rb.lRR + d INDLXKAIN (2) 

where Cl and IRR arc defined in the same 
earlier manner, and INDFXRAIN is an 
index of weather conditions 

As there is no index ol rainlall at the 
/national level (the Meteorological Depart¬ 
ment provides actual ratnfall variations for 
each of the 35 meteorological divisions), we 
have two options before us. T he first is to 
use a dummy variable for drought years like 


Tabi r I. List or Siahs, 1 iii ik Noksiai 
Rainiaii and K Vaiiiis 


SI State 

No 

Normal 

Rainfall 

(cm) 

K-l ac tor 
(198.3-85) 

1 Andhra Pradesh 

89 

0.69 

2 Bihar 

129 

0 47 

3 Gujarat 

74 

0 46 

4 Haryana 

70 

0.28 

5 Karnataka 

82 

0 79 

6 Kerala 

275 

0 50 

7 Madhya Pradesh 

123 

0 38 

8 Maharashtra 

91 

0 54 

9 Orissa 

157 

0 87 

10 Punjab 

59 

0 37 

11 Rajasthan 

49 

0 08 

12 Tamil Nadu 

99 

0 71 

13 Uttar Pradesh 

108 

0 27 

14 West Bengal 

70 

0 74 


1987-88, 1979-80, 1966-67, 1965-66 and 
1957-58 in our time scries. This would have 
surely taken care ol the perceptible dip in 
intensity of cropping in the.se years when the 
irrigation ratio tended to rise. The second 
option, which we have gone in for, is to use 
fluctuations in the available index of agri¬ 
cultural output around the trend line as a 
proxy for rainfall conditions. To such fluc¬ 
tuations, measured in percentage terms, we 
have added 100 to get an index of rainlall 
for each year in our time series. 

The model (2) is modified, by replacing 
the irrigation variable by its three principal 
components ol canal-irrigated area, well 
irrigated area and tank-irrigated area. 

Limilalions Both mo4cls (I) and (2) suf¬ 
fer from the omission of relevant variables 
like tractonsation, other mechanisation and 
labour availability. As these are positively 
related with both intensity of cropping and 
irrigation, one may apprehend the presence 
ol an upward bias in the estimated coefli- 
cient of irrigation variable. In the estima¬ 
tion of model (1), note may be taken of two 
defictencies; (i) exclusion of weather condi¬ 
tions and (ii) the use of the same K-values 
for all the cross-sections. A prion it is dif 
ficult to conjecture about the effect of such 
deficiencies on our estimates of the impact 
of irrigation on intensity of cropping. 

II 

TtMPORAt, Movements 

The irrigation ratio, as defined in this 
paper, more than doubled during the period 
1950-51 to 1987-88, rising from a level ol 19 
per cent in 1950-51 to about 41 per cent in 
1987-88. However, the conventional measure 
of irrigation ratio, expressed as a ratio of net 
irrigated area to net sown area, reveals com¬ 
paratively lower progress, as it rose from 
about 17 to about 32 per cent in the same 
period (A similar picture emerges on the 
basis of the third measure of irrigation ratio, 
namely, ratio of gross irrigated to gross crop¬ 
ped area, which rose from a level 18 to 33 
per cent in the above period.) Thus it is ob¬ 


vious that the temporal impact of irrigation 
expansion on intensity of cropping is celeris 
parihus bound to be higher if the latter two 
conventional measures of irrigation ratip are 
used instead of the one suggested by Dhawan 
(1988). In fact, Satya Sai (1990) reports an 
impact of about 0.95 expansion in intensity 
of cropping corresponding to one percentage 
point rise in the conventional irrigation ratio 
during the period 1950-51 to 1982-83, 
whereas the same impact reduces to 0.61 
pc'-entage points corresponding to one 
poult rise in the non-conventional irrigation 
ratio (I e, gross irrigated area to net sown 
area). 

The rate of growth of uptrend in intensity 
of cropping works out to 0.35 per annum. 
The growth was very steady indeed as the 
coefficient of variation (cv) around the semi- 
logarithmic trend line was low (6 per cent). 
The corresponding rate of growth for expan¬ 
sion in gross irrigated area was 2.72 per cent 
per annum which'was even steadier (cv = 
2.5 per cent) than that of the intensity ol 
cropping. But the growth rate based on net 
irrigated area expansion was lower, namely, 
2.20>per cent, with a CV of 2.3 per cent. 

More significantly, the expansion was 
fastest in groundwater irrigation which 
registered a growth rate of nearly 4 per cent 
per annum (cv = 10 per cent). In contrast, 
canal irrigation increased by 1.9 per cent per 
annum but far more steadily (cv«=2.1 per 
cent). The third most important source of 
irrigation, namely, tanks, diminished at the 
annual rate of 0.7 per cent per annum 
(cv = l0.8 per cent per annum) during the 
period under study. The comparative data 
for the three sources of irrigation, which 
now account tor over nine-tenths of total 
irrigation, are recapitulated below. 


(Per Centj 



Growth 

Rate 

Fluctua¬ 
tions 
around 
the Trend 
Line 

1 Wells (including 
tubewells) 

4.0 

too 

2 Canals 

1.9 

Yl 

3 Tanks 

( -)0.7 

108 

4 AH sources'. 

(a) Net irrigated area 
basis 

2.2 

2.3 

(b) Gross irrigated 
area basis 

2.7 

2.5 


The disparateness in growth rates of dif¬ 
ferent sources of irrigation led to a radical 
change in the composition of irrigation, 
which got altered in favour of well irriga¬ 
tion whose relative share rose from 29 per 
cent in 1^50-51 to 49 per cent in 1986-87. 
Because of marginally lower rate of growth 
recorded by canal irrigated area vis-a-vis 
total net irrigated area, its share in total ir¬ 
rigation diminished from 40*per cent in 
1950-51 to 38 per cent in 1986-87. Within 
wells, the shift was from the traditional 
(animal/human operated) dug or open wells 


Tabie 2: Aii-Iniiia CrussSk iionai Rl(..,essi()n ior Dihtrint PrRiotrs (in Intenmiv oi 

CROI’PINC. 


SI PericxI of the 

n 

Consiani 

Regression 

Coefficients with Standard Errors 


No Cross-Section 



IKK 

Kain 

Kaiir 

K 





(Per t'eni) 

(cm) 




1 1983-87 

70 

66 95 

0 4555 

06618 

(- )0,00l5 1 

(-)I5.10 

0.8277 



(5 91) 

(0.0283) 

(0 1011) 

(0.0003) 

(6.09) 


2 1978-82 

70 

83 06 

041)8 

0.4424 

(-)0.0009 

)I8.80 

0.8506 



(4.51) 

(0 0239) 

(0.0768) 

(0.0002) 

(4.58) 


3 1973-77 

70 

83.12 

0 4152 

0 4608 

( )0.0009 ( 

1-)2I.48 

0.8710 



(3 81) 

(0.0233) 

(0 0652) 

(0.0002) 

(3.89) 


4 1968-72 

70 

83 52 

0 3885 

0.4611 

( )0.0010 ( 

|-)21.42 

0.8546 



(3.55) 

(0.0243) 

(0.0608) 

(0 0002) 

(3.58) 


5 1963-67 

70 

87.08 

0.3911 

0.4139 

(- )0.0010 1 

(-)2I.I0 

0.7933 



(3.42) 

(0.0314) 

(0.0601) 

(0 0002) 

(3.49) 


6 1958-62 

64 

89.96 

0.4219 

0.4648 

(-)0.00l2 ( 

[-)33.0I 

0.7886 



(3.48) 

(0.0401) 

(0.0516) 

(0.0002) 

(3.56) 


7 1953 57 

60 

92.46 

0.4074 

0.3731 

(- )0.0009 1 

1 )27.48 

0.8023 



(3.10) 

(0.0370) 

(0.0535) 

(0 0002) 

(3.07) 
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to itibeiveils^ and dugwelK equipped with 
power pumps—over time, dicsel-dnven 
pumps have in turn been replaced by elec¬ 
tric ones. Likewise, within canal irrigation, 
newer canal works were increasingly back¬ 
ed with .storage reservoirs as compaicd to 
earlier works which simply discried nsci 
flows. 

Another noteworthy deselopnieni in 
Indian irrigation has been the use ol con 
junctiveness or jointness in irrigation On 
the one hand, many canal and lank ir¬ 
rigators acquired access lo piuaie well 
irrigation. On the other hand, some lank-, 
started getting waier rcplenishniciiis Irom 
new canals wiihin whose comm.inds ilusc 
were located 

As a result of the aloresaid changes, the 
onc-scaSton charactci of Indian iniiMiion 
system was further allctiu.iled ( onseqiieni 
ly. area irrigated more Ihait omc during .in 
agricultural year grew niiicli lastci (5 (• [ici 
cent per annum). In iriigaluui parlance, ihe 
intensity ot irrigation, i c, the laliooJ gioss 
to net irrigated area rose Irom I.OK in 
1950-51 lo 1.29 in 19«6 Mans scholais 
erroneously view this ratio either as an 
indicator of the ‘qiialily ol irrigation' oi as 
a measure ol intcnsits ol cropping on ir 
rigated landholdings I he coi rcci mcw is io 
take this ratio as a mcasuic ol peicnniahtc 
of Indian irrigation -the m.igintudcot one 
standing for one season iiiigauoii, the 
magnitude ot two standing l>>i two sc\oon 
irrigation'and Ihe inai>nitude ol ihiec nn 
plying perennial irngalion 

RtGRtSSlON RfcMJl Is (|nso.(,| K.ins' SNi 

When iniensitv ol cioppnig is tecresscM 
simultaneously on both iingatioii a:id ihc 
proxy for rainfall saiMblc. the legiessnin 
coefficients of irrigation as well .is i.nnl.ill 
turn out to be statistic .ills sigmiu.iiit I In 
coefficient of the imitation lalio \an.ibh is 
around 0.65, with a small slandaid ei i n ol 
about 0,02, I he esliinaicd legiession ■ qn.i 
non, listed below, is a vci' good in to the 
data. R^ attaining a value ol .iboni o 
ri = 91,21 a 06476 IRR r 
(2.19) (0.0175) 

0.0925 INDEXRAIN, 

(0.0217) a I 

R- 0.9758 
38 

Where Cl - all-liidia iiiknsiic oi 
croppinc (pel iciKl 
IRR iingalioii i.iiio teio.s 
irrigated aiea as per ..cm 
of not sown aoa) 

INDEXRAIN' •- pioxy lor .ill Indi.i Minl.ill 
indcv 

(l igures in parentheses are siaridaiJ errois) 

Bearing m mind that ilie legression c(>cl 
hcienl of irrigation vaiiable is pioh.ihK 
(overestimated due to the omission ol 
•ariables like iractorisalion Irom the eipi.i 
lion no (3), it is found that the ielalionshi(i 
between intensity of cropping and img.iiion 
laiio is not of onc-lo-onc corrcspoiulcncc as 
per the general perception in this regard 


However, it turns out lo be much better than 
that predicted by Dhawan (1988) the 
estimated regression cocificient of about 
0.65 IS higher than the predicted magnitude 
ot 0.48. 

Our cflori lo estimate the irrigation im¬ 
pact by type of irrigation does not prove 
rewarding. Below we give Ihe estimated 
regression equation in ihis regard 
k 1 - 91 16 4 1 31 NCANAI 4 
(2 52) (0 i9) 

1 12 NWLLl 4 3.36 NTANK ♦ 

(0 20 ) ( 0 . 68 ) 

007 INDLXRAIN. 

(0 02) (4) 

K' = 0 9797 
II 38 

where, N( ANAI , NWE;1 L and NIANK 
stand toi /it'l litigated areas undei canals, 
wells and tanks respectively, each expressed 
as ,1 pciccniagc ol net sown area 

I he problem with equation (4) is that tank 
iiiigalion turns out with maximiiiri elteci on 
intensity ol cropping, with its rcgicssion 
coclficicnt acquiring an incredible magni¬ 
tude ol 3 36 Since it is statistically signili- 
canl, il cannoi be dropped and the equation 
icestimaled I he estimates appear to have 
been allcclccl by two circumstances first, 
thcic exists high mulli-colhneanly on the one 
h.inil, and high individual cot relation ol two 
expl.iiiaiorv variables (canals and wells) with 
inlcnsity ol cropping on the othci, as is evi- 
clcni lioin Ihc correlation matrix 

Second, statistics of irrigated area by type 
"I III ivaiic'ii aic being compiled on the basis 
o* lu i area, not gross irrigated area This 
spc'citication c'lroi in the explanaloiy 
\,!ii.ii'Ic's might distort the regression 
cstim.itc, III V ic-w ol these two circumstances 
tin- Tesulis of cc|ualion no t4i cannot be ac 
cciUcJ al iheii lace value 


Hc-c.iiisc I't two reasons we expect 
somewhat bciici results (in statistical sense) 
Irom om cross sectional than temporal 
an.il> ,is foi one, the degree ot mulli- 
,.olhucarily among variables is expected to 
be lowci lor another, specification of the 
model loi cioss sectional analysis is bcltci, 
as wc have included seasonal orientation of 
img.itioii as an additional evplan.itorv 
oiri.ible (uf/c model (l)( 


Cl 
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N( .iii.il 
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N l.liik 


( I 

(I I INI 

N( .iii.il 
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CROSS-Si niov Ol 1983-84 U) 1987-88 

I he lollowing estimated equation for the 
crosss-scciion ol 14 stales lor Ihe 5-ycar 
period 1983-87 yields an irrigation impact 
value ol about 0 46 lor each unit change in 
irngalion r.itio 

k l' 6693 4 046 IRR t 06618 RAIN 
(5 92) (0 03) (OlOII) 

0(K)13 RAIN- - 15 10 K 
(0003) (6 09) (5) 

R' 08283 
n - ■70 

All the regression coefficients have the 
expected signs and are sialisiically signifi¬ 
cant The coelficicni of multiple detcimina- 
tion is re.isonablv gtxxl Needless to add, the 
rcgtession coeflicieni of irrigation, though 
much less than Ihc one obtained through 
lime senes analysis, is nearci the value of 
0 48 predicted b> Dhawan (1988) 

\Mieii wc csiiimi'c liic model rl) by lypc- 
ol irrigation specification, the results are, 
once again, unsatisfaclorv fhe ostiinaied 
equaiiiir. i- as lollows 
(1 69 SI 4 I 37 Nk AN/\1 . 

(4 97) (OIS) 

0 38 NWI 11 I 42 NIANK 

(Oil) (0 29) 

0 5149 RAIN 0(K)1I RAIN- 

(0 0723) ( 0(K)2) (6) 

R- 0 8834 
n - 70 

I hough R’ IS very high and all (he 
regression coedicienis ol this equation are 
sialisiically significant, Ihe impact of (ank 
irngation on intensity of ciopping turns out 

10 be negative Dropping tank irrigation 

brings lorih the incredible icsull of canal 
iingatioii development leading lo improve- 
mein in inlcnsilv ol ciopping twice as much 
as liom well n iigaiion development, as can 
be ascerlanicd Irom the lollowing equation; 
k 1' 71 ;6 4 I 18 Nk ANAI 4 

(5 74) (0 17) 

0 St NW 4 04069 RAIN 
(0 13) (0 08) 

0(KK)7 RAIK- 

( 0(K)2) (7) 

R-' 0 8402 

11 70 

Some problem of mullicollinearity, 
though ol a lower degree than that in the 
case ol lime senes data, is discernible. 
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especially between canal and well irrigation, 
as shown in the following correlation matrix 

TRtNO IN iRRICiATlON IMPACI 

This trend can be judged by studying the 
changes in the coefficient of irrigation ratio 
obtained from each cross-section fur the 
seven.ptunts of lime The complete regres¬ 
sion equations are listed in Table 2 One 
discerns signs of an upward drift in the im¬ 
pact of irrigation on intensity of cropping 
More specifically, the regression coeflicieni 
of irrigation ratio moved as follows- 0.40 in 
1953-57,0.42 in 1958-62, 0.39 during 1963-67 
and 1968-72, 0 42 during 1973-77, 0.43 dur 
ing 1978-82, and 0.46 during 1983-87. 
However,,the fluctuations from cross-section 
to cross-section are statistically tioi 
significantly different. I hcrefore, the 
evidence is in favour of the hypothesis that 
the impact of irrigation on intensity of crop¬ 
ping remains more or less the same over 
time, somewhere between 0.39 and 0.46 

Summary and Coni iusions 

Defining irrigation variable as a ratio of 
gross irrigated area to net sown area and 
without making any modification in the 
conventional measure of intensity of crop¬ 
ping, our multiple regression analysis reveals 
definite evidence of the close relationship 
between irrigation development and the use 
in intensity ol cropping at the all-India level 
The regression analysis across 14 states tni 
the pooled data for the period 1983-84 lo 
1987-88 throws up a value of the impact ol 
irrigation on intensity of cropping, naniel). 
0.46, that is very near the predicted value ol 
0.48. But the time series analysis lor the 
period 1950-51 to 1987-88 reveals a 


somewhat higher impact value of irrigation, 
namely, 0.65 percentage points rise in inten¬ 
sity ol cropping corresponding to percentage 
point rise in the irrigation ratio as defined 
in this paper. Ii-is believed that this estimaie 
of the irrigation impact is biased upwards 
because ol the omission of variables like 
tractorisation from the regre.ssion model 
Therelore, the estimate based on cross- 
sectional analysis is most probably nearer 
the true value 

Pooled cross-sectional analysis loi dil- 
Icrenl periods over 35-ycar lime span ol 
1953-54 lo 1987-88 docs not sustain the 
thesis of decline in the all-India impact ol 
irrigation on intensity of cropping with the 
passage ol lime In fact, weak signs ol im- 
provemenl in this impact are discernible 
bxerciscs into assessing comparative 
impact by type of irrigation have not yield 
ed meaningful results. Whereas tank irriga¬ 
tion turns out to be with an incredibly high 
positive impact on intensity of cropping dur¬ 
ing the course of time series analysis, it 
comes out with a negative sign in thecross- 
sectional results. This calls lor further en¬ 
quiry to verify the veracity of the general im¬ 
pression that the irrigation impact on inten¬ 
sity of cropping rises as we move from tank 
irrigation to canal irrigation, and onto well 
irrigation. Our hunch is that the verfication 
may bring out that this is not so in every 
region ol India. 

I While three crops per year—one each dur 
mg kharil, rabi and summer season—are 
technically feasible, the apprehension is that 
two field crops per year is a realistic oi 
economically oplimum proposition 


2 DharmNarain and Roy (1980) cope with the 
situation by dropping sugarcane crop from 
both sides. 

3 These values for each slate are the same as 
given in Rao ei al {vide Table 5 6, p 70), 
except for the difference in respect of Punjab, 
for which Yadav gives 59 cm and Rao el al 
70 cm 

4 Rcriorled area under tubewcll irrigation in 
1986-87, namely, 12.2 million ha, con- 
sidcrablv exceeded the corresponding area of 
8 8 million ha under dugwell irrigation 
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EGS and the Poor 

Evidence from Longitudinal Village Studies 

M J Bh<*nd<‘ 

T S Walker 
S S Liebernian 
J V Venkatarant 

The Employment Guarantee Scheme (LGS) in Maharashtra is one of the most acclaimed poverty alleviation 
schemes providing 100 million person-days of employment in a typical year. This paper attempts to analyse the 
role of EGS in augmenting the wage income of rural households, its performance in terms of targeting the poor 
from the non-poor and also its relationship with farm employment. 


AGRlCUi-TURE by itself is unable U) pro¬ 
vide additional employment and income to 
a growing labour force as growth rate ol the 
agriculture lag behind the growth rate ol 
labour force. A number of empirical studies 
have shown the existence of considerable 
amount of surplus agricultural labour 
Moreover, after the mid-1970s increased pro 
duction was associated with decline in per 
hectare labour absorption jBhalla, 1987, Vai 
dyanathan. 1986]. To tackle the unemploy¬ 
ment and underemployment in lural areas 
government initialed a number of schemes 

The Employment Guarantee Scheme 
(EGS) in Maharashtra is one ol the most 
acclaimed schemes of poverty alleviation 
which provides 100 million person-days ol 
employment in a typical year. It is imple¬ 
mented throughout the state, however, its im¬ 
portance in terms of its share in total 
employment and wage earnings of the rural 
households is conditioned by agro-economic 
factors and resource endowment of the 
region. The present study is an attempt to 
analyse the role of EGS in augmenting the 
wage income of rural households, its pier- 
formance in terms of targeting the poor 
from non-poor and also its relationship with 
farm employment 

The study is based on data from two 
Maharashtra villages from the ICRISAT 
village level studies {Jodha ct al, 1977) 
Shirapur is typical of villages on the Bombay 
Deccan. The soils are vertisols in the lower 
lying areas. Rainfall is errat ic. The cropp¬ 
ing pattern is dominated by post-rainy 
season sorghum; about 60 per cent of crop¬ 
ped land is fallowed during the rainy season. 

Kanzara is representative of villages in the 
Vidarbha region. Black cotton soils are com¬ 
mon. Rainfall is assured Cotton is an im¬ 
portant cash crop and occupies about SO pier 
cent of croppied area. Almost all cultivable 
land is croppied in the kharif season 

In both villages, 40 households were 
monitored intensively by a resident in¬ 
vestigator at two to four week intervals over 
10 cropping years from 1975-76 to 1983-84. 
For this study, data from 1979-80 to 1983-84 
ate used because disaggregated information 
on the sources of off-farm income was col¬ 
lected only for that five-year period. 

During this period, there were 249 pwten- 


tial labour force participants, who could 
have worked in the LGS. amongst the sam¬ 
ple households in both villages Theemploy- 
mciit aspects ol the study locus on these 
workers whose main potential source ol 
labour income (il they participated) was 
casual unskilled laboui Potential labour 
lorce participants who were older than 60, 
who were disabled, or who had regular 
sources ol income were excluded from the 
sample larnings of olhci workers, mainly 
the permaneni servants, the self-employed, 
and those with regular jobs, were included 
in the inconie-rclalcd aspects of the study 
1 he overwhelming majority ol people with 
regular sources of employment were men, 
therefore, the sample ol potential labour 
force participants contains relatively more 
women (58 piei cent) than men (42 pier cent). 

Imi'orianci ()I- EGS 

Over the five-year period of analysis, days 
worked on EGS projects represented about 
20 per cent ol total employment in Shirapur 
and 10 pci cent in Kanzara (Table I). The 
potential to absorb labour in predominantly 
dryland agriculture is substantially greater 
in the rainfall-assured Vidarbha region than 
in the drought-prone Bombay Deccan There* 
lore, that the EGS was a force in equalising 
employment across the two villages is not 
that surprising The reservation wage or cost 
of participation in terms of income forgone 
was undoubtedly higher in Kan/ara than in 
Shirapur. Moreover, the supply of projects 
(most likely) in response to that demand was 
greater in Shirapui 

Ol the four village-by-gender categories 
in Table I, work in the EGS mattered most 


foi women in Shirapur accounting for 28 per 
cent of total employment. Men in Shirapur 
supplemented their agriculturally related in¬ 
come with off-farm sources of emp yment, 
mainly caning sand forco. 'raciors. Except 
for EGS work, women’s off-farm income 
opportunities were negligible After 1981, the 
importance of EGS employment declined 
somewhat especially lor men in Shirapur 
IBhende, 1986) More off-farm employment 
opporiuniiies in the form of transporting 
sand by lorry became available. Over time, 
work sues were further from the village. 
From 1980 onwards, work sites 4-5 km from 
the village were common. The sites closer 

7 SHI I 2’ SiiAki (Pi K C l M loi EGS WaciIS in 


Toiai HoIjSI hoi D iNr OSII hi VlllAta and 
I arsi Si/i Gkoiih I ROM 1979-80 lo 1983-84 

farm Si/c (iroup 

Shirapur 

Kan/ara 

l.andlcss labour 

14 

II 

Small 

8 

4 

Medium 

3 


l.argc 

1 


Average 

7 



Tabu 3 I rhji'I n< s Uisikihi-ih)ni)i Sharis 
or ECiS IN ffoiisi HOI I) Imosii iis Viiiv.i 
iRosi 1979-80 ID 19*3-84 


Per C'eni Share 

Shirapur 

Kan/ara 

0 

79 

108 

0|-»50 

31 

25 

51 •lao 

23 

9 

10.1 ■ 20 0 

23 

10 

20 1 - 30 0 

II 

5 

30.1 - 40 0 

II 

4 

40 1 - 50 0 

4 

1 

50.0 

3 

3 


1 SBI 1 I Ml AN Dais Ol EMt>loyMi M BS Vli i ac.i and Gi ndi r i rosi 1979-80 id 198.3-84 


Source ol hniploymenl 

Shirapur 



Kan/ara 


Men 

Women 

Men 

Women 

Own farm 

.39 

23 

60 

18 

harm wage 

33 

21 

58 

53 

Off-farm 

49 

2 

17 

0 

EGS 

25 

18 

15 

4 

Total 

146 

64 

150 

75 

Involuntary unemployment 

28 

17 

19 

18 

Number of observations 

55 

70 

49 

75 
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to the village (after 1981) featured the eacava- 
tion of harder rock strata for an irrigation 
canal. This nearby site required more effort 
to dig and lift .soil and rocks to the surface 
than the more distant sites or the earlier pro¬ 
jects clo.scr to the village. 

Similarly, the nearest work site of minor 
irrigation project being implemented under 
the EOS from 1978 through 1980 wa.s 8-10 
km from Kanrara; consequently there was 
less participation on the EGS project in the 
earlier years during the period of analysis. 
Participation in the E(IiS fell sharply in 
1983-84, an excellent agricultural year. 

Ultimately, the EGS has to be judged by 
how effective it is in enhancing the income 


of the rural poor (Ravallion, 1989], The 
direct transfer benefits in wage and in kind 
payments are presented in Table 2 as a share 
of total household income defined as returns 
to owned resources (Singh and Asokan, 
1983). The EGS contribution to mean 
average household income was 7 per cent in 
Shirapur and 4 per cent in Kanrara 
In general, the share o( EGS wages in total 
household income was inversely related to 
larm si/e, particularly in Kan/ara where 
favourable climate and soils cooler greater 
economic rewards to owning and operating 
land than in Shirapur (Walker and Ryan, 
1990) In the latter village, several of the 
small, medium and even large farm house¬ 
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holds had levels of per capita consumption 
expenditure below the Dandckar-Rath (1971) 
poverty line 

Ihe averages in Table 2 mask the wide¬ 
spread inter-household variation in income 
generation as a result of the EGS (Table 3). 
Although many households in each study 
village did not participate in and hence 
derive income from the EGS in any given 
vear. some households did rely heavily on 
the ECiS to supplement their income. Sup¬ 
plementing other income sources was the 
mam role of the EGS as only six household- 
by-year observations had shares greater than 
“iO per cent 

I'ARtlt IPAllON 

Of the 249 people in the sample of poten¬ 
tially economically active casual workers, the 
participation of men and women in the EGS 
differed matkedly. The majority of men in 
that sample in both villages worked on EGS 
projtx’is at least once from 1979-83 (Table 4) 
In contrast, only about one-lhird of the 
women participated in the LGS. 

For those who participated the distribu¬ 
tion of days worked was more heavily con¬ 
centrated lor women than for men especially 
III Shirapur where six women accounted foi 
two-ihirds ol the days worked on EGS 
Given the limited availability ol other 
sources ol ofl-farm employment, these 
women specialised in working on EGS 
proiects- 

Overall. Ihe distribution of EGS employ¬ 
ment was concentrated The 20 people who 
annually aseiagcd 60 or more days on the 
.scheme had an EGS employment share ol 

per sent, Ihe other 85 people who par- 
ticijvied more sporadically accounted (or 
the rctnaiiiiiig 45 per cent of LGS employ¬ 
ment I he data in lable 4 support the view 
that dncci itansfer beneliis from the EGS 
have been much larger lor some participants 
than others II these beneliis have been skew¬ 
ed towards Ihe poorest households, then the 
L(iS has had more impact on the seventy 
than on the pievalencc of poverty (Ravallion, 
I990( 

The self-targeting character pi the EGS 
was evident m the Maharashtra study 
villages in the early 1980s. Wealth in the 
form o| total assets was strongly and inverse¬ 
ly related to participation (Table 5). The size 
of that relationship was paiticularly large for 
women, as wealth increase, women's parti¬ 
cipation tell off more sharply than men’s in 
both Shirapur and Kan/ara. One can con¬ 
clude that the efficienc’y ol sel(-targeting was 
greater for women than for men within each 
village 

Between the two villages, the effect of 
wealth on participation was considerably 
stronger in Kan/ara, where farm employ¬ 
ment opportunities were more abundant. 
These inter-village differences in the size of 
the estimated coefficients on wealth again 
suggest that the reservation wage is higher 
in Kan/ara than in Shirapur. To obtain 
roughly the same size of wealth effects, one 
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Figure I; Cumulative Income DiSTRisutiONS from 1979-80 to 1983-84 for EOS Households with-ano-without ECS 

Earnings and for all Households in the Sample 

Figure 2a: Men Employment Days in Shirapur Figure 2b: women Employment Days in shirapur 
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would have to substantially raise the EGS 
wage in Kanzara. 

Comparing the cumulative income distri¬ 
butions between the population at large and 
the population of EGS participants is 
another way to evaluate the performance of 
the rural public works programme in target¬ 
ing the poor [Ravallion, 1989], In both 
villages, the cumulative income distribution 
of the EGS participants lies above the distri¬ 
bution for the sample households indicating 
that the EGS participants were poorer than 
the rest of the village (Figure I). But (he 
distributions were similar in Shirapur reflec¬ 
ting the widespread and shared poverty in 
dryland agriculture on the Bombay Deccan. 
The wider gap between the two cumulative 
income distributions in Kanzara indicates 
that the EGS did a better job in targeting 
the poor in a village where income was more 
inequitably distributed. 

Though the earnings from the EG§ was 
heavily skewed towards households below 
the poverty line, relatively few hou.seholds 
were able to cross the poverty line because 
of EGS participation. Assuming that mate 


participants could have replaced one-half of 
their EGS earnings with income from other 
sources and that female participants would 
not have found sources of employment to 
substitute for the EGS, one estimates that 
the EGS was responsible for 5 of 41 house¬ 
holds crossing poverty line in 1979, 2 of 46 
in 1980, 3 of 40 in 1981, and 3 of 33 in 1982, 
and 0 of 35 households crossing the poverty 
line in 1983 in both villages. 

Unemployment 

Even with the EGS there was a con¬ 
siderable reserve of involuntary unemploy¬ 
ment in the two villages during the early 
1980s. Amongst the 249 potentially active 
casual worker sample, the estimated mean 
unemployment rales were 0.16 and 0.21 for 
men and women in Shirapur and 0.11 and 
0.19 for men and women in Kanzara. Under 
the reasonable assumption that men yho 
worked in the EGS would have been suc¬ 
cessful 50 per cent of the time in finding 
other work and women would have remain¬ 
ed unemployed if they had not worked in the 


EGS, one can roughly estimate that the EGS 
was responsible for absorbing about one- 
half of the potential days of involuntary 
unemployment in Shirapur and about one- 
third in Kanzara where the scheme was less 
active. 

In spite of the overall potential of the EGS 
to self-select for poor workers, several casual 
labourers of both sexes reported many days 
of involuntary unemployment and no or 
negligible participation in the EGS. The 
existence of these labourers is signalled by 
the bottom line in Table 6. For example, nine 
women labour force participants in Shirapur 
were unemployed for about 80 days per crop¬ 
ping year; yet, they only worked 32 days in 
the EGS. With the exception of men in Kan¬ 
zara, those experiencing more than 60 days 
of unemployment per year worked less in the 
EGS than anot her group with fewer days of 
unemployment within the same gender and 
village combination. 

In general, t he chronically unemployed in 
Table 6 were older workers, young girls from 
higher caste backgrounds, or others who 
could not or would not perform rigorous 


Economic and Political Weekly March 28. 1992 


A-21 






Figure 3a: Men Employment Days in Kan:2ara 



Season and Year 

Figure 3b: women Employment Days in Kanzara 
Employment Days 



Season and Year 


manual labour. Several of the chronically 
unerqployed visited the EGS sites, but were 
not accommodated because of the excess 
turn-out of labourers relative to the project’s 
capacity. They became discouraged and did 
not return to the work sites. Among ihe 
more able-bodied, opportunities to par¬ 
ticipate in the EGS were available. As long 
as the household workforce contained one 
able-bodied member, that household could 
bencnt fA>m the ECS. 

SEASONALITY 

Because of differences in emphasis on 
post-rainy and rainy season cropping, the 
peak and slack seasons for farm work dif¬ 
fer markedly in the two villages. In parti¬ 


cular, the summer season, corresponds to 
heightened agricultural labour activity with 
the harvest of ‘rabi’ ‘sorghum’ in Shirapur, 
but is the slack season in Kanzara especial¬ 
ly for women’s work (Figures 2 and J). 

lb what extent the EGS work comple¬ 
mented the seasonal demand for agricultural 
work in ihe village causal labour market? 
The data graphed in the four panels of 
Figures 2 and 3 suggest that EGS work was 
complementary to farm wage work. In Shira¬ 
pur, the turn employment profiles appear to 
be strongly and negatively associated for 
(mcnr= - 0.68) and for women (r= -0.64). 

In Kanzara, the association between farm 
and EGS employment exhibited a weak com¬ 
plementarity. The association expressed in 
terms of coefficient of correlation (r) was 


-0.31 for men and -040 for women 
workers. 

The wages offered for farm work were 
generally higher than the EGS wages during 
kharif season for male and same was true 
during summer season for women labourers 
In Shirapur. However, in Kanzara, wages on 
EGS projects were little higher than farm 
wages during all the seasons for both the 
sexes. 

The overall wage rates for EGS and Ihe 
farm employment had a strong and positive 
association for men (r = 0.76 for Kanzara 
and 0.88 in Shirapur) and for women (r = 
0.43 for Kanzara and 0.66 for Shirapur). The 
wage rate on EGS projects and farm employs 
meni varied by 17 to 24 per cent during the 
study period. 

Conclusions 

lb sum up. we find that Ihe EGS provide 
employment when farm and off-farm 
employment opponunities are inadequate to 
absorb idle labour force in the rural areas. 
The scheme succeeded in targeting the poor 
from non-poor. The scheme was unable to 
make any signi ficant dent on Ihe prevalence 
of poverty per se nevertheless, it has helped 
in reducing the seventy of poverty by 
augmenting the incomes of the rural poor. 
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Issue of 1,14,16,000—14% Secured Redeemable 
Partly Convertible Debentures of Rs. 100 each for cash at par 
aggregating Rs. 114.16 crores 


HIGHLIGHTS 


• Highly diversified operations—7 manufacturing planls-19 offices and 
9 branches all over India 

• Unbroken profits and dividends record for 37 years since inception of 
Company in 1954 

• Between 1986-87 and 1990-91 net worth increased by 100%, gross 
block by 130%, dividend paid by 161%, after tax profit by 167%. share 
price by 216%—all this without any additional investment by 
shareholders 

• Voltas and subsidiary companies 
are net foreign exchange earners 

• Pending order book exceeds 
Rs 1300 crores 

• The Company has been assigned 

. "LAA" rating for its Debentures 

by Investment Information & 

Credit Rating Agency of India Ltd 
This rating indicates high safety 
with regard to timely payment of 
interest and principal 

• The Debentures and the Equity 
Shares to be allotted on 
conversion will be listed on the 
Bombay and six other stock exchanges 

lUW FACTORS 

• Among the large range of products manufactured/markeled by the Company are a 
range of consumer durable products, the sales of which can be affected by higher 
excite duties, credit squeece and increased competition from existing and new 
manulaclureis 

e Risk of cost overruns in the implemenlalion ol projects 

e Loss ol any major distribution and marketing rights could affect viability at specific 
locations and render personnel surplus 

• Seasontlity ol demand tor soft drinks and increased competition could affect the 
profitability of the Company's bottling operations 

e The return on investment in Premium Granites Limited and Pepsi Foods Limited will 
be dependent on operations including exports and profitability ol these companies 

e Operations in the current year have been affected by the disruption m supply lines 
because oi imjxtrt restrictions, by the sleep rise in interest cost and the credit 
squeeze 



HIGHLIGHTS OF THE ISSUE 


Face Value: 

Each debenture will have a face value of Rs 100, comprising two 
parts—Part A' of Rs 60 (Convertible) and Part 'B' of Rs 40 
(Non-Convertible) 

Inlaretl: 14% p.a. 

Conversion; 

Part A' of Rs 60 per Debenture will be converted into one Equity Share ol 
Rs 10 at a premium of Rs 50 per Share on the expiry ol 6 months 

irom the date ol allotment 

Redemption: 

Part B' ol Rs 40 per Debenture 
1 H ^1% ■ ■ ■■ will be redeemed at par on the 

> I hi expiry of 7th year Irom the date 

' of allotment 

gHiw B H ICRA Rating for Partly 

Convertible Debentures lAA' 

VB dll BasiiotOner; 

One Debenture lor every two 

__shares held on the Record Date 

le February 12. 1992 

If the Company does not receive the minimum subscription of 90% of the 
issue amount the entire subscription will be refunded to the applicants 
within 90 days Irom the closure ol the issue If there is a delay in refund ol 
such amount by more than ten days the Company will pay interest at the 
rate ol 15% per annum for the delayed period 




VOLTAB Ifnmro 

19. J N Heredia Marg, Ballard Estate. Bombay 400 038 


For further details.Shareholders are requested to contact.or write,quoting folio number, to VOLTAS LIMITED, Share Service Centre. NKM International House, 

2nd Floor. 178, Backbay Reclamation, Bombay 400 020 

The last date lor receiving requests tor split forms is April 8,1992: the Issue closes on April 24,1992. 


Consultants and Advisers to the Issue 

Tala Financial Servlcea. 

(A Division of Tata Sons Limited) 

Bombay House. 24. Homi Mody Street. Bombay 400 001 
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Citibank N A 
Merchant Banking A 
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HIGHLIGHTS 

■ Agro based project to manufacture edible oil and 
deoiled cakes 

■ Assured market lor the products proposed to be 
manufactured 

■ Edible Oil IS an import substitute Deoiled cake has 
good export potential 

■ Ideal location - Abundant availability of raw materials 

■ Project appraised and financed by SICOM 

■ Commercial production by October, 1992 

■ Tax benetils under Section 80L, SOM and Wealth Tax 
benefits 

• Listing on Bombay. Ahmedabad and Delhi Stock 
Exchanges 
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Drought and Development 

P R Dubhashi 

If drought is accepted as a recurrent and normal phenomenon, it should be taken care of through a 'compen¬ 
satory development plan’ built into the development plan with a provision for augmenting it when required. Such 
a strategy would not only be an antidote to wasteful expenditure on schemes hurriedly introduced under pressure 
of crisis caused by drought, it would also provide the perspective for seeing drought in relation to development 
and set the course of development in such a direction that the nation and the people (specially the vulnerable 
sections) would be able to deal with drought and absorb us consequences wuh greater resilience, order, prepared¬ 
ness and seif-assurance. 


DURING the year 1987-88 India was in the 
grip of a severe drought which was described 
as “the worst in the century” It affected 
several [farts of the country, some of which 
like Rajasthan and Gujarat suffered from 
third or fourth successive drought. The na¬ 
tion was hard put to it in tiding over the 
situation. Addressing the nation from the 
ramparts of the Red Fort on August 15, 1988 
the then prime minister, Rajiv Ciandhi con¬ 
gratulated his government for its perlor- 
mance in successfully dealing with the 
drought situation “without going with a beg¬ 
ging bowl” to any other country in the 
world. Fortunately the yeai 1988-89 tinned 
out to be a year of excellent motLsoon which 
brought copious rains almost all over the 
country. Both kharil and rabi ssete gooif 
season. A record crop ol 172 million ton¬ 
nes of-foodgrains was reported' exceeding 
by 26 million tonnes the last peak ol 152 
million tonnes reached in the year 1983-84 
IThc break-up lor individual ciops- 49 65 
million tonnes of wheat. 74 million tonnes 
of rice, 9.54 million tonnes ol groundnuts 
and 204.63 million tonnes ol sugarcane.) 1 he 
performance during 1989-90 was still bettei 
This has been hailed as a great revival 
of Indian agriculture. Fortunately, the 
meteorological prediction of good monsoon 
during 1990-91 has also come true with 
copious rains all over the country during the 
kharif season. A record kharil crop of 100 
mtllion tonhes of foodgrains against a lareci 
oh95 million tonnes is expected 

While the sense of gratification in tiding 
over a difficult situation and resuming ihe 
process of agricultural growih is understanda¬ 
ble, any sense of complacency will be 
dangerous. Droughts may recu: in Ihe future 
as they have occurred in the past. Moreover, 
“there is evidence that drought.s have been 
causing successively large variations in 
employment and rural incomes" - In spite 
of this, one has the feeling ol cteju vu as one 
witnesses a mood of complacency. The Bihar 
drought of the year 1965-67 was tollowed by 
an excellent season and bumper crop which 
wiped out all concern for drought and Ihe 
desire to draw lessons from the drought ex¬ 
perience. With it slackened the determina¬ 
tion t,; take resolute steps to prevent the 
recurrence of distress that the drought caus¬ 
ed and to continue the type of development 
activity that was initiated during the drought 
years. The .phenomenon of complacency 


replacing concern was repeated in the after- 
math of Mahaiaslitra drought during the 
years 1970-73 

DKOi't.Hi A Pari oi CT imaiduk.y 

Droughts arc bound lo recur becau.se they 
arc after all a part of climatology F.xcepl 
for small pockets in the north-east, there is 
no aica in India that has noi been aflecied 
by drought at one lime or another For every 
seven good seasons, there are at least two or 
three bail seasons in India 

India cannot slacken its concern tegarding 
the drought situation just because 1988-89, 
1989-90 and 1990-91 have been good agri¬ 
cultural years, bven in ihc good year 
1988-89, droughts had been reported from 
Bihar, Kalahandi in Orissa and C'hhatisgarh 
in MP Though there was excellent rainfall 
in the country during 1990, in some tehsils 
in Bikaner district there was hardly any rain¬ 
fall and lamiiie conditions prevailed People 
have to walk 20 km lo gel drinking water 
Moreover, despite the bumper crop during 

1988- 89, procurement had been below expec¬ 
tation and replenishment ol depleted lood 
stock was not up lo expectation. In the 
meanwhile piiccs of foodgrains and sugai 
rose in a year t>f good monsoon and bumpei 
crops In spile ol two good years 1988 

1989- 90 and good crop expected for 1990-91 
there was no slackening of food prices. Thus 
the ^ood years should not dilute the national 
< oncern about and attention bestowed on the 
strategy ol dealing with the drought 
situation. 

SlRATri.Y OI DF.AIING WITH DROUGHT 
Situation 

During the British period droughts led to 
famine and ma.ss starvation. The colonial 
period began with drought and famine in 
Bengal in 1770 during which one-third of the 
population of the province perished. The 
colonial era ended with the great Bengal 
famine ol 1943, not entirely due to drought, 
in which 3 million people perished. Between 
1770 and 1880 as many as 27 scarcities and 
famines were recorded. During the 50 years 
1850 to 1900 20 million lives were lost in 
about 20 famines. Amongst the serious 
droughts and famines were those of 1837-38 
(Allahabad area), I86C1-6I (Agra-Delhi belt), 
1860-65 (western and northern provinces, 
Bengal .and Bihar), 1868-69 (Bengal and 


Orissa), 1873-74 (Bengal, Bihar, Bombay 
and Madras) and 1876-78 (Bengal, Bihar, 
UP, CP, Madras and Bombay). 

During 1837-38. and 1860-66, government 
remained indifferent and people died not 
only due to starvation but also disease and 
epidemics The government took the view 
that Its only responsibility was to give 
employment to able-bodied labourers at as 
a low rate of daily wages as possible. Relief 
to helpless and infirm was considered to be 
a business of the charitable public. It was 
only during 1868-69 drought in western and 
north-wes'tern provinces and the Bengal- 
Bihar famine of 1873-74 that the government 
aimed at “preventing loss of lives at any 
cost”. However, this humanitarian approach 
was abandoned in dealing with famine relief 
operation in the course of Bengal-Orissa- 
Madras-Bombay Deccan famine of 1876-78 
on the ground that “effect of indiscriminate 
help of government was far worse than the 
el feet of lamine” The recommendations of 
Famine Commission of 1889, 1898 and 1901 
led to a more considerate approach and the 
modification of the laissez-faire strategy. 
Suspension and remission of land revenue, 
protective irrigation, extension of railway 
network, land tenure improvement and rural 
financing under the Ihccavi and Agricultural 
Ixrans Act were added as positive elements 
in the strategy for dealing with droughts. 
Famine codes based on the recommenda¬ 
tions of the Famine Commis.sions provided 
authoritative guidelines to local administra¬ 
tion for anticipation, recognition and relief 
of famines. In spite of these recommenda¬ 
tions and personal supervision of the 
Viceroy l^ord Curzon, so severe were the 
droughts of 1897 and 1899 affecting 26 
million people that despite relief to 4.6 
million people, a million [lerished. 

Droughts continued to occur in the first 
two-third decades of the 20th century but 
they did not lead to mass starvation. This 
may be attributed to the modified strategy. 
Theodore Morrison' and of. McAlpin,* 
■however, attributed it to improvement 
in transportation through the railway net¬ 
work which facilitated transport of food- 
grains surplus to drought stricken areas as 
also to the commercialisation of agriculture 
in response to rise in prices in agricultural 
commodities with corresponding reduction 
of the burden of land revenue. 

It is of course a moot point as to why 
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these factors did not prevent mass starvation 
during the great Bengal famine in 1943.' 

On the whole, the colonial approach to 
drought management may be described as 
the policy of the masterly inactivity based 
on the laissez-faire approach which con¬ 
tinued till theCireat Bengal famine of 1943 

The laissez-faire strategy ol dealing with 
drought IS indicated in Chart I 

Food 

Following the principle of laissez-faire. 
government took responsibility neither lor 
supplying food nor loi fising ol prices The 
colonial government found it expedient to 
follow the advice of the classical economists 
like Adam Smith and J S Mill who con¬ 
demned the policy ol direct price control 
They believed that higher prices reflected 
scarcity rather than collusive practices and 
speculative hoarding Adam Smith had 
observed—■When the government in order 
to remedy the mconveniciice ol dearth, 
orders dealers to sell foodgrains at 
reasonable prices, it cither hinders them 
from bringing it to market which sometimes 
may produce a famine even in the beginn¬ 
ing of the season, or if they do bring it, the 
people are encouraged to consume so much 
as necessarily to produce laminc belore the 
end of the season” Unlimited and un¬ 
restrained freedom ol trade is, according to 
this theory, the only effective measure lor 
preventing the misery ol lamine But the 
theory miserably failed and lesulted in mass 
starvation. 

Emplovmeni 

Behind ihe policy of employment on 
famine works was the theory of the esta¬ 
blishment in England at that time vi/ pover¬ 
ty was largely the fault of the poor who 
should never be given something lor 
nothing As a result, the government did 
"too little and too late” Employment on 
works’ progiamme was not available until 
millions ol people were loo weak and loo 

CHAHI E DROIK.HI MaNA(,1 mi NT Sihaiko 
Lsissl/ I MKI 


Ertc trade 

Rcliel work on tesi 

Charily 

Inadequate 

Irrigation and 

railwavs 


Chari 2: Droi <.hi Manm.i sii ni Strmu.i 

POMIISI 


Food ’ Public distribution system 

Employment ; National rural cmploymcnl 

Employment guarantee 
Gratuitous relief. In co-ordination with 
voluntary agencies 

Indirect relief : Rural institutional credit 
(Conversion of short-lerm 
co-operative credit into 
medium term) 

Infrastructure ; Protective irrigation, rural 
development electrification 


debilitated to work and thus perished. And 
when, at long last, it was provided, it was 
subject to tests, viz, (I) Distance test: The 
works were at far oil places, (2) The 
residence test: They were required to stay at 
work sites away from family life and (3) 
Labour test- Subsistence wage in return for 
hard inunii.il labour Wages were never p.iicE 
dailv '■ 

The colonial regime suffered from 
puritanicnl prejudice against the provision 
of gratiiitous relief which was given only to 
those who could not work, on the basis ol 
strict discretionary selection 


POSIIIVI Put UYtNPOSt iNlJLPl.NDENt t 

India 

Droughts continued to occur in post inde¬ 
pendence India resulting in crop failure 
almost every year in some parts of the coun¬ 
try or the other To cite recent examples, 156 
districts in Bihar, UP, West Bengal, Rajas¬ 
than, Ciujarat, MP, Mysore and Mahara.shtra 
were affected by diought in 1965-67, 227 in 
Maharashtra, Rajasthan, AP, Gujarat and 
We.st Bengal in 1971-72 and 1972-73 and in 
1979-80 almost all pans of the country.’ 
1982-83, 1984-85 and 1986-87 were also years 
of drought. Elowever, ihff strategy for deal¬ 
ing with drought adopted after the attain¬ 
ment of independence compared with that 
du’^ing colonial period was conspicuously 
successful 111 preventing mass starvation and 
death As compared the laissez-faire policy 
of colonial times, the policy alter in¬ 
dependence could be described as positive 
as indicated by Chart 2 

Food 

During the Bihar drought of Idb-^-b?" the 
public distribution system made supplies ol 
foodgram available at reasonable prices, at 
distribution centres known as lair price 
shops. Similarly, during Maharashtra 
drought'' a slate-wide network ol about 
25,(XX) fair price and ration shops was by and 
large able to respond to the needs of the 
time. On an average one lair price shop was 
available within a radius of 5 km. 

F.niploymeni 

While during the colonial days laigc 
works formed the bulk of the rebel efforts, 
alter independence as during the Bihar 
drought, employment was made available to 
small and dispersed village works such as 
(I) Construction and innovation of irriga¬ 
tion projects, (2) Minor irrigation works. (3) 
Reclamation of waste land, (4) Soil conser- 
sdtioii measures, (5) Sinking of kutcha wells 
to relieve water shortage for both men and 
cattle, (6) Improvement of water supply, 
(7) Schemes to improve sanitation and 
public health such as removal of weed grass, 
water hyacinth, filling of ditches, removal of 
lubbisli, (8) Construction and repair ol 
village roads, (9) Repair and improvement 
ol public buildings 

Though the I amine Code did not envisage 


Food 

Employment 
Gratuitous relief 
Indirect relief 
Infraslructure 


employment on private works, in order to 
explore all avenues of employment, they were 
also included. Forest work also provided 
avenues for employment. These relief works 
were to supplement plan/departmental 
works But due to the financial stringency, 
plan projects were curtailed and relief works 
became the main stay of employment. For 
indigent sections, who by custom or con- 
>iiiution were incapable ol doing hard 
manual work, light manual work such as net 
and rope making was arranged. As regards 
wages, instead of subsistence wage prescrib¬ 
ed b> the l amine Code, wages were revised 
upwaids taking into account the price spiral 
and health and nutritional status of workers. 

In Maharashtra drought work was offered 
to those who needed it. At the peak nearly 
5 million people constituting 50 per cent of 
the total working population were employed 
on relief works. Employment opportunities 
were made available at a reasonable distance 
of about 5 kms Irom the homes of the af¬ 
fected people. Works were taken up depart- 
mentally and w ith the help of zilla parishad 
and not through contractors. Wage rates 
were fixed in such a manner as to enable a 
hou.schold head and his wife working for 
a full day to purchase sufficient gram to 
maintain themselves and three dependents. 
The scale ol daily maintenance for a house¬ 
hold was ol the order ol lour kgs of grains 
Wages were paid in cash to enable labourers 
to purchase their food mainly from fair price 
shops. The unconditional provision of 
employment to all those who wished to join 
the relief works went a long way towaids 
providing insurance against starvation. 

Gratuitous Relief 

In Bihar, this was not left to private chan¬ 
ty but was organised by a number of volun¬ 
tary agencies whose work was co-ordinated 
with the Bihar Relief Commiitec under the 
chairmanship of Jaya Prakash Narayan. 
Those incapable of doing labour due to old 
age or physical infirmity were given gram 
and cash against cards or cheap breads in 
packets or through tree kitchens 

During the Maharashtra drought also 
similai doles were provided. 'Sukhadi' con¬ 
sisting ol corn, soyabean oil and milk were 
blended with jaggery and distributed through 
kitchens lun by a philanthropic organisation. 

Indirect Relief 

Going beyond Ihe limited strategy of 
laminc code, subsidised loans were given to 
cultivators to save crops by resowing short¬ 
term crops, construction of a ‘kutcha’ well 
to tap the underground water resources and 
'installation of electric pumps. 

One crucial rca.son for the success of the 
post-independence strategy in preventing 
mass starvation was the early response of ad¬ 
ministration, thanks to political pressure of 
the democratic system as against the delayed 
response ol the colonial days when Ihe 
government did not have to be responsive 
to the wcies ol the people. 
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Crisis Management Vs Compensatorv 
Development Policy 

However, despite Ihe success ol posi- 
independence slraicgy in avoiding mass mor- 
tality, il has been similar to ihc prc-iiidc 
pendence strategy in that ii has been essen¬ 
tially a crisis managemeni strategy ud hot 
a.id shoit run. It is "a Inc lighimg ap 
proach"'** more oriented to dealing wiih an 
eiTi'-rgcncy like famine itian with a pctsisieni 
problem like drought exacerbating the per¬ 
sistent problem of mass poverty and mal 
nutrition. What is required is reorieiiialioii 
of development planning iiself in a Umg 
range perspective At preseni, dcvelopiucni 
plans look upon drought as an mlerruplioii 
in the process o( planned developed II ihe 
development targets are not icaclied, special¬ 
ly in the field ol agriculluial piodiivlion, 
droughts aie blamed lor ilie slioillall Ihil 
is It not necessary loi Ihe development plans 
lo work oui largels and siralegies taking into 
account llie facts that the droughts are a part 
ol climatology and that thev are bound to 
occur in any I ivc-Year Plan pciiod ’ Unlor- 
tuiialely, no plan document is expressly lor- 
mulaied on this basis 

1 he o(i h<>( approach towards dioughts is 
home out by the lad that the task ol 
drought maiiageinenl has been a inattci ol 
linancmg relict expendiluic lo be taken caie 
ol by the f inance C ommission, rathei than 
a prcrblem ol development lo be taken cate 
ol by the Planning Commission Successive 
Finance Commissions have held ihat linan 
eirig rebel expenditure m limes ol natural 
calainilics like droughts and Hoods is the 
lesponsibility ol the state governments, and 
the centre can only provide assistance lo the 
states. The ccniial ministry of finance ac¬ 
cused the states ol making unnecessaiy and 
unjustifiable demands on the union govern 
mem and asked the f inance Commission to 
evolve “a scheme lor financing relict expen 
diiiircs which would curb the preseni 
abu.ses” This way of looking ai drought ex 
penditure seems to have distorted the 
peispcclive required to vic'w drought m rela 
lion to dcvciopineni lallicr than in terms ol 
emergency reliel. 

To make Ihe f.tralegy ol dealing wiih 
drought an miegral pan ol development 
planning, there has lo be a development 
theory which micgrales the phenomenon ol 
droughts with the process ol development 
Development ihcorv, as it has grown in the 
last 40 yeais, has drawn attention to crucial 
factors m development such as capital lor 
rnation, technology and organisation. A pro¬ 
per combination ol the three, given proper 
attitudes and institutions would bring aboiil 
development and growth m a cumulative 
manner at an evenly accelerating pace. That 
good seasons and bad yeasons would result 
in ups and dow ns of development and would 
crucially influence the process of develop¬ 
ment, and hence need to be systematically 
woven into development theory is generally 
overlooked. 

The analysis ol upswings and downswings 


in economic life, of prosperity and depres¬ 
sion belongs to theories of c-ycles which were 
so fashionable before the advent ol the 
Keyhesian revolution. With the advent of the 
Keynesian theory, business cycle theoiics 
went oul of fashion. Cycles of prosperity 
and depression no longer worried econo- 
niisis and policy-makers since Keynesian 
iheoiv liad piovidcd the managers ol the 
cmnoinv with the tool ol compensatory 
liscal policy Hirwevcr, compcnsalory liscal 
policy caiinoi lake caie ol dclicieneies ol 
naliiral seasons I hese call lor compcnsaniry 
developmeiii policy. 

Such compcnvatoiy developmeiii poliev 
should be b.ivei' on a moie si lentilic undei 
standing ol c.tuses and consequences ol 
seasonal \ai unions 

lyioiighi IS a phenoiiienon vsbich slowh 
unlolds liiint one phase lo .iiiolhei —meieo- 
lological dioughi, hydrological dic'ughi and 
dgnculliiral droughi 

Meieoiological dioughi is a sitiijiioii 
when lt.••lc• IS sigiiificani decrease liom 
chmatcrlogually expected and seasonally 
1101 mal piecipilalion. over a wide area 
Meieoiological dioiiglu tl piolonged will 
result m livdiological droughts wnh marked 
deplelion ol siitlace waiet and consequent 
drying ol leservons, lakes, siieams and 
rivers, ccssalion ol spring llirws and tall m 
ground waiei levels This may riecessilatc 
Liiriailmeiii ol hydro power generation and 
ailed mdusiiy as well as agriciillure. 

Agiieullural droughi occurs when soil 
moistuie and lamlall arc madequaie during 
growing season lo support healthy’ crop 
growth 10 maturity and cause extreme mois- 
luie stress .md willing in the niaior crops ol 
the aica An .n’licullmal droughi may exist 
even when ineieorologieal dioughi may not 
and vice veisa f o' c.xampic L>eri if total rain 
tail IS in excess the gross water requirements 
ol the whole ciop periods, il soil moistuie 
IS detleieni dm iiig critical periods of growth, 
there is agricultural drought. In other words, 
tor agrienhuial drought not to occur, rams 
have to be not only adequate but also timely. 

Ihe !iansilion Itom meteorological 
diought lo hydrological droughi and from 
that to an agncirliural drought is a slow pro¬ 
cess Ollen It lakes two successive meteoro¬ 
logical droughts before the hydrological 
dioughi sets in And then it slowly leads to 
iheagiiculiural diought. The .slow unMding 
of the phenomenon of drought, the slow 
process of conversion ol meteorological 
drought into agnciillural drought could be 
illustrated with reference to the documen 
ration ol 196^-67 Uihar droughi and 197(1-73 
Maharashtra drought." Agricultural opcia- 
lions by millnms of farmers are planned in 
aniieipation ol Ihe normal meteorological 
cycle. I he sneeess of thc.se operations is 
crucially dependent upon fulfilment of these 
anticipations. Thus in India the traditional 
agneuliural cycle is as follows. The autumn 
crops-arc sown in June and July and ripen 
in October and November. 1 f the seasonal 
showers (known as south-west monsoon) do 
not laU during July, August and September 


the autumn crops (known as kharif crops) 
tail Phe spring crops (known as rabi crops) 
are sown in October and November and 
ripen in March and if seasonal showers (the 
winter rains) do not happen to fall during 
December and January they fail, save what 
are artificially irrigated. A good monsoon 
means a vear of plenty, a weak one a year 
ol scarcity, more or less acute according to 
average annual rainlall Traditional!-.' kfiarif 
crops have been the more important ones 
providing staple lood stuffs of the year— 
nee, jowar (sorghum), bajra (pearl millets), 
glam (chick pea), barley and other cereals, 
rile rabi crops consist ol wheal and oil 
seeds, gingicy, safllower and linseed. Rabi 
crops arc supported by winter rains and 
moist me left by earlier rains and hence less 
vulnerable lluin the kliaril crops. 

Aveiage rainlall m India is 105 cm and is 
coiiMdeied lo be ibe largest anywhere in the 
woikl lor a civuniry ol comparable si^'c. But 
If riiKTuales widely— It is either delayed or 
ends earlier, or in between there are long 
breaks or it coneenlraics on one part and 
shuns anolhei. 

While no regulai drought cycle can be 
esiablisbed, conditions of droughi do occur 
inci large areas once in torn or live years. 
Wiihoul copious and timely rams no crops 
can eithci be raised or biought to maturity. 
(lOod monsoon rams replenish tank.s, raise 
waierlevel and enable iirigaiion to be prac¬ 
ticed A weak monsoon throws oul of culti¬ 
vation ihousands of hectares of land and 
decreases production of food crops all over 
Ihe allecied parts. Drought is described as 
nature’s way of “deelaring a lock-out in ihe 
agricultural industry”. Rains and water play 
such an important part in Indian agriculture 
that life giying rain and hie giving streams 
and rivers have been deified. 

Incieasc in area under irrigation, greater 
preparation of area under rabi crops and in¬ 
troduction ol short duration varieties has 
made agrieuliurc in India less of a “gamble 
in rain”, less vulnerable to seasonal vagaries. 

Impact OL Droughi chain ol 
Consfoulnc LS 

Agricultural droughi is not the end: it is 
but the beginning of the slow but sure pro¬ 
cess by which it permeates through the 
economy and makes its impact on Ihe ordi¬ 
nary lives of the mass of people. 

There is a ‘sequential pattern’ in which im¬ 
pact of the drought manilcsts itself. The 
consequences rising in crescendo are. 

1 Decline in crop acreage 

2 Set back to agricultural production (crop 
production, milk production). 

3 Fall in employment in the agricultural 
sector due to slowing down of agricul¬ 
tural activity. 

4 Fall in purchasing powei of those engag¬ 
ed in agriculture. 

5 Scarcity of drinking waicr; fall in water 
table. 

6 Scarcity of foodgrains. 

7 Rise in price of foodgrain and other 
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. commodities. 

< Scarcity of fodder. 

. ‘ 9 Distress sale of cattle. 

Loss of cattle life, 
i'jll Low intake of food 
'112 Malnutrition specially among children. 
113 III health and spread of disea.ses like diar- 
' rhoea dysentery, cholera, famine scab 
and ophthalmia caused by staryaiion. 

< 14 Distress sale and mortgage of land, 

jewellery and personal property 
' 15 Migration of people in search of employ¬ 
ment; depopulation of area, 
i 16 Death due to malnutntion/starvation/ 

< diseases 

. 17 Fall in cllective demand from the 
agricultural sector leading to dislocation 
' of productive processes and slowing 
down of the economic activities in the 
secondary and tertiary sectors. 

18 Low morale ol people. 

19 Social stress and tension, disruption of 
social institutions and relationships and 
social crimes, c g, looting of gram shops 

20 Growth ol fatalism: reliance on heaven¬ 
ly powers 

Chart 3 gives a presentation of the chain of 
these consequences. 

While droughts arc bound to affect the 
economic and social life of the people, the 
severity of the impact depends on the inten¬ 
sity of the drought, the manner in which it 
is handled and the strength and resilience of 
the economy and society 

Nor is the impact the same on all sections 
of the society. It is, ol course, greater on the 
more vulnerable sections, i e, those with 
hand to mouth existence and with very little 
margin or staying powei They include the 
landless and the marginal farmers and the 
artisans like the weavers whose livelihood 
depends on local demand for goods and ser¬ 
vices. They arc the ones whose stocks, if any, 
are quickly exhausted, who have to eat their 
seeds and who arc compelled to sell or mor 
tgage their meagre belongings to the well- 
to-do. A succession of bad hai vests can 
plunge small and marginal farmers m a 
vicious circle ol poverty dragging them down 
from the stains landowner lo landless, pen¬ 
niless, powerless condilioii 11ns is illustiated 
ia Chart 4 


On the other hand, the well-tOHio will not 
only survive but could emerge even stronger. 
Taking advantage of scarcity and high prices 
of fo^ grown they could make a fortune 
out of their .surplus stocks. They could lend 
money again.st the land mortgaged by the 
small/marginal farmei and later taking ad¬ 
vantage of their weakened economic posi¬ 
tion of andjnabihly to repay the loan, could 
foreclose the mortgage. Thus, the aftermath 
ol a drought could leave the poor poorer and 
the rich richer and a grcaiei measure ol in¬ 
equality and potential foi cxploilalion. 

Drought has both spatial and temporal 
dimensions 

Drought may be a local phenomenon coii- 
liiicd to a region ol a country or it may 
envelop much the larger part of a country 
If It IS local Ol regional, ils impact depcnd,s 
on Ils relationship with the macro-economy 
ol the country as a whole. In a large pro¬ 
sperous economy, with larger resources and 
greater resilience, the local drought could be 
contained with coniparalivc ease, the farmers 
could be compensaied lor low production 
by higher prices, iheir incomes thus remain¬ 
ing ihc same or as in the case in ihe US, 
larmers could be compensaied to the extent 
of 65 pet cent ol crops in cases where loss 
ol produciion exceeds .15 per cent I hose 
rendered unemployed in the agricultural 
economy could seek jobs in the secondaiy 
or tertiary sectors, thanks to greater degtcc 
of mobility of an advanced economy C on- 
sumer goods shortages could be made up by 
larger inflow from outside the region 
Howes'cr il the drought occurs simultaneous 
ly in different parts or regions of even a pro- 
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sperous country, its ability to contain the 
consequences of the drought may be serious¬ 
ly impaired. The impact would be much 
greater on a poor, under-developed country. 

1 he impact of drought may assume global 
proportions if it were to occur simultaneous¬ 
ly in a number of countries important from 
the point ol view of agricultural production. 

Dioughi IS a shori-lerm phenomenon but 
IIS impact IS tell over the long run. Drought 
may ticciii over one or two seasons—or even 
more Kajaslhatl in India suffered in 1987 
from lourth successive drought and Gujarat 
lioni third successive drought. A mild 
drought lollowcd by a good season may not 
lease its mark liut it it is severe, it can take 
a heavy loll ol Ihe human, animal and 
natural resources ol the area coming under 
ils'direci impact More devastating may be 
the adverse ell'eci on natural resources m the 
shape ol depletion, or non-depict ion of 
underground water resources resulting in the 
waiei table going down All these consc- 
(lucntes will be greatly aggravated by the 
cumulalivc inipacl of successive droughts 

A series ol severe dioughis lollowcd only 
by modeiaiely good seasons would lead to 
a secular decline of the economy. The trend 
may be accentuated by iridiffcrcn; drought 
maiiagciiieiii On the other hand, mild 
droughts lollowcd by good seasons and cl 
leclive handling ol the consequence- ol 
tlioughi, mas noi come in ihc way of secular 
upward moscriiciil ol Ihc economy These 
two sets ol relationships bciwecn short-term 
impact ol the drought and secular trends ol 
the economy arc illustrated rn Chart 5 
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poinl of view of the long-term impact of 
drought’is the fact that while some conse¬ 
quences of drought may be easily overcome, 
others may prove to be irreversible, leaving 
a permanent impact on the economy. Thus 
gexxt rain& following drought, may wipe oui 
shortage of drinking and scarcity of fodder. 
K good season of rain, may bring a bounti¬ 
ful crop replenishing depleted food stocks. 
A good agricultural season may herald the 
return of gainful employment opportunities 
in rural areas. But some of other changes 
may prove irreversible and enduring because 
they may be entrenched in the shape o( 
structural changes in the rural economy and 
society. Thus the redistribution of assets and 
wealth may create inequalities which may 
only accentuate in the years to come. 
Marginal tarmers joining the ranks of the 
landless during period of drought may re¬ 
main landless for ever since they would have 
no means of recovering their lands and other 
assets unless powerfully supported by strong 
interventionist public policy measures both 
legal and institutional. Emigration, depopu¬ 
lation and run-down infrastructure may per¬ 
manently lum drought-prone areas (other 
wise known as “rain-shadow") into depress¬ 
ed areas or backward areas of a country, at 
trading neither manpower, noi capital nor 
enterprise 

Drought IS not the only cause ol Idinme 
Fksods, Its opposite may be anoihci '• 
.Scanty rainfall causes cl: mehl ioid cxcessne 
rainfall causes fk'ods And if both (ollow 
each othet, thev c-in cunuilaos'cis cauvr- 
famine. 

However, floods i. ' nd I.,- -. some redeem¬ 
ing features in ihai hey coiii-l augmem both 
usoil and watei rcsourc. s S.i.i r.rough depo¬ 
sits of ferule alluvial material .ind water 
resources by raising the water table 

4lOcust menace, on the other hand has no 
redeeming feature at .dl Rains may cii- 
eourage locust breeding and have a devas¬ 
tating effect on crops and vegetables 

Floods and earthquakes are phenomena 
which have sudden devastating effceis 
droughts, .in contrast, have eonscqucncc 
which slowly manifest themselves. They lead 
to a creeping crisis. 

Pro-Active SiRArtov 

Crisis management strategy adopted so 
far in dealing with drought has been a reac¬ 


tive management strategy. Reactive manage¬ 
ment strategy in dealing with drought mainly 
concentrates on giving relief to the victims 
of drought and to some extent tries to (cha 
bilitate them. But a pro-active policy should 
go beyond relief and rehabilitation It should 
seek to prevent the recurience of drought 
through reorientation ol the process of 
development. 

Such a policy would not just be confyicd 
to the dealing with the consequences of 
drought, VI/, shortage of water, scarcity ol 
foodgrams and their ri.sing prices, the slow¬ 
ing down of agricultural activity and loss of 
employment and income to those who depertd 
on It for daily livelihood, and their inabili 
ty to secure needed inigke of food for them¬ 
selves and ihcir families over a period ol 
time leading to undernulrilion, malnutrition 
and vulnerability to diseases and in extreme 
cases to mass starvation and death. It would 
go into causes of these consequences and 
seek to transform the given environment 
which contains this chain ot causes and con 
sequences ol drought into the preferred en¬ 
vironment where these are removed. 

In his book Poverty and Faminei~An 
f.sstfV' on hnttllenieni and Deprivation." 
Amarlyan Sen has made a penetrating 
,anat).Ms of this chain of causes and conse¬ 
quences of drought on the basis ol an ex¬ 
haustive studs of data and sialisiics pertain 
mg to ic'ur famines, vi/. The Gteal Bengal 
famine ol iy43, the Ethiopian famine ol 
1972-74, drought and famine in Sahel during 
I96S 7.3 and famine in Bangladesh dutmg 
1974 The last was attributed to Hoods while 
the first to an inllationary situation rather 
than drought Sen was eoncerned more with 
lammc as such rather than with drought m- 
duied lainmc but toi all the loui cases, he 
has evolved the s«inc fiamework of analysis 
and the same theory or lather approach loi 
understanding the meidcnee and iinpacl ol 
famine 

Me has tome lo the eonelusion that the 
famine is caused not by any absolute decline 
in food bill rather by collapse ot eiititlemeni 
ol eerlam sections ol the soeictv which 
denies them any access to ihe available looci 
supplies 

Sen rcitxis Ihc tlv/sis ol l AI) (EcxkI Availa¬ 
bility Decline) to explain famine; msieacnie 
puls forih the FFE thesis (Food Exchange 
Entiticnieni) as ',he direct and proximate 


cause of starvation. The FEE thesis is par¬ 
ticularly relevant to explain the Great Bengtf 
famine of 1943 which seems to*f«ave greatly 
intiueneed Sen in formulating it. However 
the policy implication is not that decline of 
food docs not lake place during the drought 
period. In Eihiopian-Sahelian eases it has 
taken place. Not that it is of no consequence; 
1 he policy implication rather is that the 
most vulnerable sections of Ihe society like 
the marginal farmers, the landless and the 
pastoral purple are likely to be the first vic¬ 
tims ol starvation because ol iheir inability 
to have access to food supplies. Administ¬ 
rative policy and strategy during Ihe drought 
period must therefore, address itself to the 
task of making food available to Ihe vulnera¬ 
ble section of Ihc society. The employment 
in relief works, gratuitous relief and public 
distribution systems have been evolved as the 
programmes for dealing with the problem 
ol lack of eniillemeni. 

But this is not enough. As mentioned 
above, the proactive policy must seek to 
tiansforhi ihc environment which gives rise 
to the chain of causes and consequence 
which converts, 

1 the ‘mei^rological drought' into ‘hydro- 
logical drought’, 

2 the ’hydrological drought' into ‘agri¬ 
cultural drought', 

3 the ‘agricultural drought' into ‘food 
drought, and 

4 the ‘food drought’ into ‘economic drought’. 


PRI VFNIlNd CONVl RSION Ol 
Mlll-OROLOtitCAl DROUCJHT INTO 
HVOKOIOC.It At DROIRiHI 

The mcicorological drought leads to 
hydrological drought when ihc decrease of 
precipitation is such as to lead to depletion 
of surface water and ground water. The ob¬ 
jective ol the administrative slrategy should, 
thcrclorc, be to minimise such depletion, 
through an cMcnsion programme of water 
conservation This has of course received at¬ 
tention lit ihe development plans but need- 
a much higher priority and much greater 
mobilisation of “social energy”. 

Mobilisation ol “social energy" foi water 
conservation does not have to await plans 
and projects loimulatcd by government 
departments People themselves, given leader¬ 
ship and organisation, could undertake such 
projects despite unwillingness of administra¬ 
tion to inuiaie them A recent example is ■ 
provided by an organisation called ‘Mukti 
Sangharsh Vahim’ in Sangli district in 
Maharashtra stale, which symbolises awaken¬ 
ing ol the people to be self-reliant:''' Follow¬ 
ing path ol scit-rcliance, the organisation 
undertook to construct a small dam across 
a dry river noi with govcnimeht aid but 
through ‘Shramdan’ (donation ol labour) of 
villagcis The small river which had peren¬ 
nial water supply some vears ago. was run¬ 
ning dry on account ot puoi r(nntall in re¬ 
cent years caused by indiscriminate cutting 
of trees Agricultural lands were turning bar¬ 
ren. the problem rrt-unemploymenl was star- 
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i>^ people in the face. People were deserting 
'^tiieir villages and going to big cities lo escape 
. atarvation*The dam project was a part ol 
the movement for eradication o( (amine and 
would .serve a.s a stinniltis lor lurther con 
Siruction projects m drought areas. 

Another such coniiminily oiganised 
development response to drought took place 
in a drought-prone village in Kolar disirui 
in Karnataka The dcvelopnicnl response ol 
drought-prone village Yaas halli in Kolar 
district has been documented hv Moigaii 
Maclachan '' The village laced lenihk 
drought in year I'JhS when iheie was oiiK 
12 inches of rain And vci the village peo('le 
came through the drought better than e\ 
pected because they weie well prepared to 
face the catastrophe as ,i lesult ol the 
development of agiieiiliui.il iiiieiisilicaiion 
through scores ol iirigalioii well atui g.iiden 
dotting the landscape I ho w.is the piodii. I 
of human labour and eonsideianie initiative 
and enterprises The intensificalion oecuiied 
is a response by farm people themselves to 
increased population densitv I he wells m 
creased cultivation opportuinlies in times ot 
drought and maximised produclimi in le.in 
years thus drnught-prooling larmiiig lo 
some degiec and raminc prooling the popu 
laiion to the same degree 

Ralegansiddhi village in Maharashii.i 
(district Ahniednagai) pros ides a successi ul 
example ot watei and soil eonscivaiion 
through community aelion I hough ilu- 
area receives onlv l.'i inches ol ramtall ^ ve.u, 
the water conservation progiamme iiiiiialed 
by Anna Hajarc m 1971 has been able to pro 
vide drinking and iriigalion water even in 
summer Nearly I.KX) acres ol land in the 
village IS now irrigated, ag.tmsi onlv 'll .leics 
in 1971. Growing glass on lulls and plaiitiiie. 
trees has made the area lush gieeii In the 
next 30 years, the village will get income ovei 
Rs 28 lakh Irom the liees Hesides ihe liees 
have halted sod eiosion 

Another sinking example of siuecss ol 
this approach is the woik done bv I’atii I'an- 
chayal in Mahaiashlra As a result of e\ 
perimenialion started in 1974 on Inheci.ms 
of land at Naigaon in Pniaud.ir lainka ol 
Pune district, Vilas Salimke, a pioneering 
rural development Icadei, concluded ili.n 
even in a region where lainl.ill is m.uuv, ei 
latie and ill dislnbuled ovei ih ■ .’.(son, ihen 
is scope for impounding luii-oli ol suil.n^ 
water by constructing appiopnatclv loc.iied 
small works like ih ek on c inbanknienis 
dams, pcrcolalio.n tanks, etc. at the vill.mc 
and mini-watershed levcds What is critic.d 
is 10 value water as a conimunuv asset to he 
distributed ecjuallv among all tamo<', | Ins 
new concept would leducc the sc-vt i. . id tin 
impact of drought, cspeeiallv on if. ’ we dei 
section ot the soeiclv iio lai small iiiuni 
lion .schemes at a total cost ot about b t 
million rupees have been constiiicied which 
irrigate about l.27.‘' heciaies ol land belong 
ing to 1,641 fanners all living under extieme 
ly poor condition This has enabled tui nieis 
tet produce a substantially highci yield in 

’'AO 2 


cereal crops (Irtsm 120 kg per hectare to 
900-12(X) kg per heeiaie) and increases the 
capacity ol the farnieis to withstand Ihe 
drought condition reetirring every two ot 
three years 

Another example ol a vciluntary cfloil for 
soil and water conseivaiion is reported Irom 
Gogunda plateau in the heart of the 
Arawahs M.issive delotestaiion, extension 
ol cultivation on steep slopes and over glaz¬ 
ing liave iiitlieied seveie d.iniag'e to the soil 
and wdtei resources whi^h are unable to pio 
vide subsisieiicc lo the nieie.tsed population 
even with Ihe best ol laiiis I'adayaira bv 
Ainbeshwar V ikas Maiidal created awanrness 
.imong the Hhils aboui the need to iinpime 
then land and waiei usoiiiees 1 hcv, iheie 
loie, decided lo loin together and hy luin 
lake up the work iii each others fields lot 
impiovcmeni ol their water resources Ihev 
have diseoveied their own ‘shakti’ for uiidei 
taking the woi k ol soil and water eoiiseiva 
lion in a eolleclive iiiaimci without any es 
pcc'lations, but with hope and lailh II tins 
IS sustained and lurlhei dcgiadalimi, 
prevented then piogicvs Ihiough self-help 
would he assumed 

It has been obseived that w bile new major 
leseivoirs have been coiislructed across 
rivers, the programmes of minor iirigalion 
works like coiisliuelion ol small tanks is 
neglected, though Ibis has been the iradi 
lioiial .ipprc'.'ich ot water conservation in the 
p.isi lor esample in Ihe old Mysore stale 
(now pan ol Kainuiaka). a chain of aneculs 
weie buili across streams in the vallev vvith 
waste wens allowing surplus walci lo How 
I liese not only provided small iriigaled pal 
dies Scattered over the village communiiRs, 
they also helped lo raise the iindeiground 
w.iiei table The traditional obligations ol 
the people lot niaiiilenaiKc of these village 
tanks works got into disuse leading Insillini' 
ol those tjinks On thi other h.ind. the 
.ivailabililv ol liii’h power ngs has facilitated 
casv quick .(instrii, I iin ' deep wells and 
riiial t iccii ii ■■ on n IS la. iiiltiled quick mi- 
si.illji -1 , ,il pin sets both of which have 
no douhi helped l.rmets in limes of dioughi 
flul at th' i,.!ne tene so indiscriniinale has 
been ih pio ■ , lhal it has sciiously 
diplti . ' lound w.iiei resources in 

son. 1 ,nl' ' coiiiitis 

■ neiio in.v.nu' indiseiimiiiaic cxploita 
h ,■ ' ;. i>niid waici was observed by Ihe 

N.i'.ona! (. onunission of Agriculture more 
ih.m a decade ago “Ihe present ground 
w,. vr ilevelopmeni in Ihe country is lo a 
I. II' . esleiil uncontrolled As a result there 
has been ovei-pinnping in several aicas 
( ber-piiniping results in permanent lowering 
o' lilt gioiind walei i.ihle making ground 
w iii.hs.nion uliini.iielv unceonoiiiie” 

I hcK IS a .ul ihic'ai competition amongst 
larnui's loi deepening wells adversely affec- 
iing each otliei because of depletion of 
giounrl waiei 1 he commission tecommended 
ifiai in siliiatiiiri like this, “the state must in¬ 
tervene and laiionalisc the extiaction and 
distiibution of ground water” Yet in limes 
ol drought duiing 1987, in condition of 


emergency, the strategy wa.s to give maxi¬ 
mum assistance for deepening tube-wells and 
exploitation of ground water. 

Another factor that ha.s adversely affected 
water conservation is the indiscriminate 
dclorestalion growing apace in the hilly 
regions Forests, apart from providing woods 
and oiliei products greatly help in holding 
and conserving the heavy precipitation dur¬ 
ing peak rainy season. On the other hand 
indiscriminate deforestation depletes ground 
water bv not conserving water and result in 
■iloods wfilch cause havoc in lower region. 
Oefoiestaiion also has an adverse impact on 
Ihe ramlall palletn. Preventing indi.scri- 
inmate deloresiation and active and vigorous 
consciv.iiion must leeeivc high priority 

Ihe approach to drought management 
should, therefore, be in consonance with 
w.itei and toicsi consci vation which are but 
eleinenis ol env iioiimental preservation and 
susKimable development A short-terrti ap- 
pioadi to drou.ghi management and develop¬ 
ment will only go lo aecenttiale the process 
ol conversion ol the meteorological droughr 
inio hydorlogical drou.ght 

f he dionghi-pione areas could be divided 
lino hydrologic.illy identified watersheds. 
Water conservation through methods like 
farm ponds and small cheek dams and eon- 
loui, blinding, iidge furrows, to store run-off 
w.nei and social and laim lorestrv should 
be integral parts ot micro-plans lor water 
sheds ni.tnag,ernciil Such micro watershed 
plans should aim at national use ol land, 
V'.aiei, livestock and manpower tesoitrces and 
restoration ol ecological balance. When suc- 
eessluily implcmeincd ihese plan would 
eie.iic the needed sosiai and economic in- 
liastiuctuie and generate employment 

1 be ijci. esses ol Itie.e watershed develop¬ 
ment pl.'ois would depend .m Ihe involve¬ 
ment ('I the loval eoinmimilies and mobilisa- 
iioii ol social energy I his in turn require 
cie.ilion ol social aw.ireness ot Ihe links bet¬ 
ween in, icoiolo.i'u al ihought and hydrolo¬ 
gical dioui'In. 1 level.ij'ineni based on walci- 
shed managfiiieiii plans could he the best 
detence a.'ainsi drought 

Watershed iTiicrci-developmeiil plans have 
to be piepaied and implemetited essentially 
on a cteeeniraiised basis. Microplarks for in¬ 
tegrated dcvelopnieiii lor opiimuin utilisa¬ 
tion i>f resources, water, land, livestock and 
manpo-Aci, have been attempted but they 
have been as ad hm collection ol diflereni 
scctoial sshemes, many of which were le/t 
incomplete or iiripleinciiied in a loutine 
niannei without analysis of infoimation or 
niolivdiion ol the people. 

I’Rl VI Nl INC. CONVLRSION Of 
HVDROIOC.U At UKOUCitll INTO 
Ar.RK tJI Il'RAI DROUGHT 

While better waietshcd management can 
reduce the seventy of Ihe hydrological 
drought, It caniuri altogether be eliminated. 
A development and administrative strategy 
IS. needed to deal with the chain linking 
hydrological drought with agricultural 
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drought. Greater the extent to which crops 
are susceptible to moisture stress, greater is 
the impact of hydrological drought on the 
agricultural drought. Thanks to the adoption 
of green revolution strategy, great stress has 
been laid and more reliance placed on high 
yielding varieties (HYV) crops. However, 
thes^ require greater and assured input of 
water' which is threatened in times of 
drought. Hence they are more vulnerable 
to drought. The approach to reduce crop 
vulnerability to hydrological drought is to 
lay stress on drought resistant varieties and 
crops like sorghum, pearl millets and finger 
millets, sunflowers, castor, especially in 
drought-prone areas. Research and extension 
activities instead of concentrating attention 
only on HYV crop dependent on assured in¬ 
put on water, should also pay attention to 
development of drought resistant varieties 
and crops like pearl millets which make 
lesser demand on moisture. A deliberate 
strategy to change cropping pattern in favour 
of less water intensive crops as well as hor¬ 
ticulture IS called for. 

Tree crops have a distinct advantage over 
agricultural crops in moistuie deficient dry 
areas. While the millets crops can tolerate 
a 16 days dry spell period, a tree would be 
able to tolerate up to 25 days period without 
moisture stress They have a “perennial life 
L7clc” as contrasted with annual life cycle 
of agricultural crops.''' Fruit yielding 
species like ber, sitaphal, custard apple, 
pomegranate grow well under rainfed 
conditions. 

What tree crops can do in transforming 
the economy of drought-prone areas has 
jbeen shown recently Tn Sholapur district in 
Maharashtra Due to chronic drought 
conditions farmers in this district had to sell 
their cattleheads at throw away price. Next 
step for them was to migrate in search of 
work. This had a destabilising effect on the 
socio-economic fabric of the rural popula¬ 
tion. Even in a year when rain was satisfac¬ 
tory, the poor quality of land did not yield 
much. 

' Under such circumstances a plan was 
chalked out under the extension scheme of 
the state agricultural development to put in 
circulation plant varieties developed by 
agricultural universities Considering the 
poor quality of land and scarcity of water 
in Sholapur district ’ber* and pomegranate 
were selected to be popularised with the 
farmers. Under this scheme during the past 
eight years, out ot 83,000 (arming families 
in the district, 15,000 have developed their 
own orchards. This has given employment 
to at least two lakh farm labourers for about 
eight months in a year Orchards of ber, 
pomegranate, custard apple, figs and grapes 
abound on either side of the road in II 
talukas of the district. This indeed is 
mini-miracle. 

There is no dearth of finance. The State 
Bank of India and District Co-operative 
Bank have liberally financed the formers. 
Fruit growers’ co-operatives have come into 


existence. They orgarase Uie supply of inputs 
like fruit stalk/grafts and fertilisers. They 
also arrange periodic meetings of the farmers 
where they can discuss their problems in the 
presence of experts from Krishi Vidyapeeth 
and government officers from agricultural 
department. Apart from supplying packaging 
material to the farmer and handling trans¬ 
portation, the co-operative also collect the 
sale proceeds and distribute the same to the 
farmers. Apart from domestic market, ex¬ 
port market in the Gulf countries is being 
lapped. Proposals for fruit processing plant 
are also mooted. 

If Sholapur district has shown the way in 
developing horticultural tree crops: in Nasik 
district change in the traditional cropping 
pattern in favour of agro forestry has taken 
place. The lead has been taken by the 
eucalyptus growers’ co-operative society in 
launching a successful campaign The socie¬ 
ty has taken up ‘jatropha’ plantation as a 
joint venture with the soap manulacturing 
unit of Godrc) industrial house The effort 
has conferred economic as well as ecological 
benefits. Tak'ng clue from the success of this 
experiment, similar societies have been form¬ 
ed elsewhere.-' 

Another important measure is the 
economic use of water available in the irriga¬ 
tion reservoirs In times of drought, the level 
of water in reservoirs goes down and the 
water conveyance system consisting of canals 
and distributaries is unable to supply water 
to lower reaches unless a strict regime o( 
rationing through rotational distribution is 
enforced. The tail-enders suffer and their 
crops will. Robert Wade has pointed out^^ 
(hat under the Valenican canals of southern 
Spain and those of Taiwan (here is a strict 
system of rationing under which the operat¬ 
ing procedures for coping with drought are 
codified in elaborate detail. The delivery rule 
when water supply is abundant is continuous 
flow; as water supply falls during times ol 
drought, there is a switch from continuous 
flow to roiation between and down the 
length of distributaries in order to share the 
shortfall proportionally; as water scarcity 
worsens irrigation interval is lengthened and 
time limit per hectare are imposed. Wade 
found that in .south India, the rules for 
responding to drought are uncodified and 
no attempt is made to implement a co-ordi¬ 
nate rotational delivery schedule for the 
whole canal system. An important duty 
assigned to CAOAs (Command Area 
Development Authority) recently establish¬ 
ed under major irrigation projects is 
‘Warabandi’, i e, rotational delivery system. 
It is important that the system is strictly en¬ 
forced with understanding and co-operation 
of the farmers. India has at great cost raised 
area under irrigation from 22 million to 60 
million hectares through six five-year plans. 
By the end of the century, the area is ex¬ 
pected to be 112 million hectares. The rota¬ 
tional system can ensure that this potential 
is not reduced in times of drought. The 
system requires co-operation and under¬ 


standing between the farmers and the irriga¬ 
tion authorities. 

PRbVI N IINti CONVtRSION OF 
ACiRlCLILTURAL DROUGHT INTO 

Food Drought 

The chain is conversion of agriculture 
drought into food drought caused by defi¬ 
cient supply of food in relation to normal 
requirements in times of drought. The 
strategy for dealing with this problem is car¬ 
rying food stocks over time and over space. 
Despite debilitating effects of droughts, the 
drought years with considerable drop of 
agricultural production are often followed 
with a year of peak agricultural production. 
For example after (he Bihar drought of 
1965-67, there was a spurt in agricultural 
production in 1967-68 thanks to additional 
investment in agriculture and irrigation 
during the drought years and of course the 
introduction of HYV. The strategy of deal¬ 
ing with ‘food drought’ is to carry over the 
surplus stocks arising out of bountiful crop 
of good years into lean drought years. I 
could call this ‘Joseph strategy’—the 
reference being to the Biblical tale of the 
strategy adopted by Joseph in the service of 
the Pharaoh of Egypt. 

This operation cannot always be left to 
private trade without risk of mass starvation 
as demonstrated again and again by recur¬ 
rent droughts during times of British col¬ 
onial rule in India. Private trade has a 
tendency to corner stocks at low prices dur¬ 
ing years of bumper harvest and withhold 
(hem from the market. The high prices in 
drought times could enable traders to harvest 
bumper profits. This could be rationalised 
by Adam Smith’s economics as the equili¬ 
brating market mechanism but could hardly 
be acceptable in modern times if it involves 
mass starvation for those sections of socie¬ 
ty who are unable to have access to food 
stocks available only at high prices. That is 
why Amartya Sen has observed “the public 
sector would have to play a major role in the 
task of guaranteeing food of vulnerable 
sections”.^’ 

After repeated frustration in dealing with 
private trade in times of food scarcity with 
stop-go policies of control and decontrol, the 
government Of India ultimately found an ef¬ 
fective solution in the shape of Food Co' 
poration of India, a gigantic organisation 
with nationwide operations starting in 
January 1966. It^ was able to build larger 
stocks of foodgrains in a sustained manner 
through procurement operations in mttjor 
foodgrain market centres. These foodgrain 
stocks known as ‘buffer stocks’ have provid¬ 
ed remunerative prices to the fanners as well 
as food security in times of drought. The 
Food Corporation of India had accumulated 
huge stocks of about 25 million tonnes 
which had started becoming an embarrass¬ 
ment what with locking up funds, storage 
space and possibilities of spoilage. But these 
came handy in 1987 drought for preventing 
near starvation. In 1966-67 Bihar drought 
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likfiahad to import 13 million tonnes under 
PL480 with stiff terms imposed by president 
Johnson. There was no such contingency in 
1967. Food and freedom could be combined. 
In contrast, in 1974 famine, Bangladesh had 
to compromise freedom of export of jute to 
Cuba, before foodgrains from the US could 
be secured! 

Whether for reasons of polities, shortage 
of foreign exchange or shipping, transport 
and port handling capacity, a country can¬ 
not always depend on food stocks available 
elsewhere. Sen has, therefore, thought of 
“some system of international insurance” to 
make resources available for import of food 
abroad when domestic production fails and 
when the earnings of foreign exchange go 
down. 

But even world food slocks can go down dis¬ 
astrously, 1988 drought in the North and Asia 
(Chinese) cut down world grain supplies— 
wheat, corn and other cereals causing stee¬ 
pest decline in grain stock piles.By early 
next year grain in storage around the world 
was expected to be no more than 2S0 million 
tonnes enough to last 54 days as against cur¬ 
rent stock of 402 million tonnes which con¬ 
stitute 89 days supply. In early 70$ when 
world grain stocks dropped below 60 days 
supply, wheat prices more than doubled and 
com prices tripled. The current drop in food 
supplies would, in all probability, lead to a 
similar rise in foodgrain prices and sharply 
cut the amount of food shipped to poor and 
under-developed countries. Even in 1986-87 
when grain production reached record levels 
and surpluses reached 458 million tonnes, 
millions starved and hundreds of millions 
of people were under-nourished. Every 
country has, therefore, to evolve its own 
strategy of food security in its fight against 
'food drought*. Within a country also food 
stocks should be widespread rather than 
concentrated. The position in India from this 
point of view cannot be said to be satisfac¬ 
tory with bulk of its procurement coming 
ftom the green revolution belt of Punjab, 
Haryana and West UP. Punjab, Haryana 
and Uttar Pradesh with a share of 21.3 per 
cent of the gross cropped area, account for 
as much as 86 per cent of public procure¬ 
ment of rice. Any bottleneck, whether caus¬ 
ed by turbulent politics or transport bot- 
•tleneck can easily upset the apple cart of the 
delicate balance between demand and supply 
in different parts of the country. Building 
a mechanism for decentralised procurement 
and Slocking of foodgrains would be a gwd 
administrative strategy for providing food 
security. 

Concentration of procurement is the in¬ 
evitable result of concentration of produc¬ 
tion in green belt areas. Dispersed procure¬ 
ment is possible if there is dispersed produc¬ 
tion. Green revolution strategy has been the 
exact opposite. It has led to concentration 
of funds available for agricultural develop¬ 
ment including all subsidies—direct or in¬ 
direct to all supportive inputs of the green 
revolution such as fertilisers (R$ 1,800 in 
1984-85) irrigation, electricity, farm 


itiachiriery and pesticide on the small green 
belt area (already relatively prosperous). As 
a result. 15 per cent of area under foodgrains 
has contributed to as much as 50 per cent 
increase in foodgrain production in post¬ 
green revolution period while backward 
areas accounting for 85 per cent of the area 
contributed only 44 per cent. Per capita 
foodgrain production is falling in these areas 
and correspondingly their dependence on 
grain belt areas in times of drought has in¬ 
creased. In future, green revolution style 
development has-to be modified and greater 
attention paid to the development of back¬ 
ward areas. 

V M Dandekar had proposed creation of 
marketing apparatus at district level in 
foodgrains trade which is amenable to a cer¬ 
tain degree of social control, but which is 
nevertheless effectively autonomous and 
decentralised in its marketing functions.^’ 

Preventing Conversion of Food 

Drough I INTO Economic Drought 

Even if food stocks were to be available, 
the poor may not have access to them in 
times of drought because of what Sen has 
called ‘collapse in entitlements’. The ac¬ 
counts of drought have shown that it is the 
vulnerable sections of the society—the small 
and marginal farmers, the tenants and share¬ 
croppers, the pastoral people and the ar¬ 
tisans who are included in the category. They 
are the ones who, in times of drought, lo.se 
their entitlements. There is continuing 
evidence of low consumption levels among 
large sections of the rural population. 
Thanks to increased addition to government 
stocks, per capita availability turns out to 
be lower than per capita production. And 
in already poor regions, there is progressive 
loss of agricultural income. The poor in 
these areas, with low levels of normal con¬ 
sumption are highly susceptible to drought. 

The employment on relief works linked 


with access to public distribution of fool is 
intended to provide the poor with the need¬ 
ed entitlement. But this is only a drought 
time palliative. Cannot a duraUe strategy be 
evolved for preventing a collapse of their 
entitlement in times of drought? 

The strategy has to ensure that the poor 
do not lose their assets in times of drou^.^ 
This is what has always happened. Drought 
gives opportunities to the well-to-do to 
strengthen their grip over the weaker sec¬ 
tions. Without any reserve of foodgrains to 
draw upon in the time of difficulty, the 
marginal farmers mortgage their meagre 
land, and sell away their animals and the or¬ 
naments of their women, eat away seeds and 
join tKe ranks of the landless and the 
asscticss persons. The co-operative credit 
system in India contains provisions for.con¬ 
version of crop loans into medium-term 
loans in years of scarcity. But that does not 
seem to be enough. Before the advent of co¬ 
operative credit, there used to be a system 
of taccavi loans which has been discon¬ 
tinued. It seems necessary to make a provi¬ 
sion of drought loans with the express pur¬ 
pose of ensuring that the poor do not lose 
their assets in times of drought. 

Sen has brought out the entitlement losses 
suffered by the pastoral people as a combin¬ 
ed result of animal loss and exchange rate 
devaluation. There is a progressive tendency 
for the deterioration of grazing lands. Some 
times common grazing lands are permanently 
lost when they are illegally occupied by 
powerful and resourceful owners. No syste¬ 
matic attention has been paid to the issue. 
Through measures like fencing and soil 
water conservation, the state of grazing lands 
could be systematically improved over a 
period of time. 

At the same time, the overpopulation of 
cattle needs to be reduced. Sen has observed 
that the tendency to enlarge one’s herd, caus¬ 
ing overgrazing is stimulated as uncertainty 


Chart 6: Multi-Stage Proactive Drought Management Strategv 


Slate Preventive Barriers Through Stage 

Meteorological • Water conservation Hydrologies 

* Water-shed management 

* • Afforestation 

Hydrological * Economic use of water Agncultura 

* Changing cropping pattern in ’favour of less 
water intensive crops 

* Drought resistant crops and varieties 

Agricultural * Decentralised procurement 

Food and buffer-stocks 

* P.D.S. for target groups 

Food * Und reforms Entitlement 

* Marginal farmer oriented technology and in¬ 
put service 

* Works programmes-relaied to infrastructure 
development—soil and water conservation; ir¬ 
rigation, afforestation 

* Labour construction co-operatives 

* Development of grazing lands 

* Reduction of cattle population 

* Minor forest produce top tribals and poor 

* Minimum agricultural wages 

* Health and nutritional programmes 
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grows. Organised co-operative dairying can 
reduce the uncertainty and tendency to keep 
more cattle than necessary. 

An important source of entitlement of the 
tribal poor are the minor forest produce in¬ 
cluding fruits, flowers, leaves, roots, shoots 
and honey to which they had a traditional 
access. Deprived of an access to these under 
a strict regime of law and administration 
which in the name of forest preservation pre¬ 
vent this, the tribals must perish. The tradi¬ 
tional tribal rights on the minor forest pro¬ 
duce should be restored. 

In general, the landless must be given a 
chance through public policy to obtain 
livelihood from resources in and about 
villages—like forests, fisheries, minerals, 
stones and skins of animals. 

A proposal of conforming entitlement on 
the poor consists of drastic land reforms, 
reducing ceiling and distributing surplus 
land to the landless and organisation of co¬ 
operative farming. This is the solution sug¬ 
gested for the poor in Bangladesh.Co¬ 
operation in agricultural production would 
enable peasants to undertake self-help 
development projects which remain impossi¬ 
ble so long as agriculture is on a fragmented 
individual basis. Through labour-intensive 
construction of irrigation facilities, drainage 
canals and embankments, the peasants could 
collectively begin to master the forces of 
nature in the face of which single individuals 
are powerless. Co-operative farming would 
also provide mechanisms for social security 
helping to ensure each family against per¬ 
sonal illness and crop fluctuation. The cci- 
tainty that peasants themselves would reap 
the fruits of their labour rather than village 
landlords, would release tremendous popular 
energy. 

Jean Dre’ze has rightly observed that the 
concept of ‘entitlement’ is much broader 
than that of food entitlement The protcc- 
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tion of entitlement of the vulnerable groups 
requires substantial attention to health care 
and epidemiological control. 

Chart 6 represents the pro-active multi¬ 
stage strategy outlined above. 

Drought Management and 
Development Strategy 

In dealing with the chain of causes and 
consequences of drought, compensatory 
development strategy would look upon 
drought management as an integral part of 
sustainable development, i c, a pattern and 
process of development without erosion of 
the nation’s stock of natural resources. 
Droughts are not an aberration since they 
are a part ol climatology. They occur at 
regular intervals, though despite advance of 
technology and model building, the cycle of 
good seasons and bad cannot be predicted 
with accuracy. Development planning should 
allow for occurrence of droughts and pio- 
vide for them. The approach to drought 
management should not be ad hoc, but long 
term. If this is not done, despite the success 
of post-independence in India in avoiding 
mass starvation during drought, the tragedy 
of colonial times might be repeated The 
multi-stage strategy outlined above for the 
prevention of meteorological drougiit con¬ 
verting into hydrological drought, hydro- 
logical drought into agricultural drought, 
agricultural drought into food drought and 
food drought into entitlement drought for 
the vulnerable groups should have a priori¬ 
ty in development planning. If this approach 
IS adopted, di ought would not be looked 
upon as an interruption of the development 
process and drought management as a 
departure from the development plan. 

Rather drought management measures 
would be an integral part of the compen 
satory development plan. The elements of 
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such a plan would include programmes for 
the prevention of ground water depletion 
and its replenishment, watershed develop¬ 
ment through micro-planning, prevention of 
indiscriminate destruction of forests, restora¬ 
tion of forests through replanning and social 
forestry, change in cropping pattern from 
more water intensive to less water intensive^ 
crops through research, extension and price 
incentives, development of drought resistant 
varieties, dispersed production, procurement 
and stocking of foodgrains, improvement 
and protection of grazirtg lands, reduction 
of cattle population, access to tribals and 
poor people to minor forest product land 
reforms and programme of public health 
and nutrition. As Dre’ze says “durable 
elimination of vulnerability requires promo¬ 
tional policies such as expansion of general 
prosperity, reduction of insecurity through 
economic diversification and creation of 
secure earning arrangement’’—to provide for 
“both secure lives and secure livelihood’’. 

It is said that drought are made by god 
but famines are made by man. But to an ex¬ 
tent even droughts are made by man. Com¬ 
pensatory development strategy is a long¬ 
term policy aiming at sustainable develop¬ 
ment’’' and poverty alleviation. Chan 7 
depicts compensatory development strategy 
in contrast to crisis management strategy. In 
Its absence, future droughts may bring in 
their wake mass mortality, avoided so far in 
post-independence period, since its victims 
arc even in normal times victims of ‘quite 
violence’—the quite process of exploitation, 
malnutrition and starvation. 

During times of drought while the atten¬ 
tion oi administration and people alike is 
focused on crisis management, there is at the 
same time a clearer preception of the chain 
of causes and consequences of drought, the 
links between drought and development and 
the need for reorienting development so as 
to reduce incidence, intensity and impact of 
drought in years to come. 

Droughts are ‘agonising reminders’ of 
vulnerability of agriculture, of the economic 
and social life, to seasonal vagaries of the 
monsoon. Thus during the Bihar and Maha¬ 
rashtra drought, government was blamed for 
apathy, callousness and indifference in 
handling the problems of drought-prone 
areas-in pre-drought period which were 
mainly responsible for the sufferings of the 
people during times of drought. Droughts 
provide a ‘shock therapy’ where development 
plans could have provided a ‘preventive 
therapy’. 

It is also realised that programmes taken 
on a crash basis during period constitute a 
significant development effort which could 
reduce the drought-proneness of affected 
areas. Also streamlined organisation and 
communication and spirit of dedication and 
co-operation built into the administrative 
system during times of drought could be 
harnessed to the tasks of sustainable 
development after the drought-induced crisis 
is over. 

The question raised at the end of drought 
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Is—“Will the momemum be maintained? 
Will the lessons of drougt'i experience be 
learnt in terms of reorientation of develop¬ 
ment plans and policies?" 

Unfortunately once drought years arc 
followed by blessings of abundant rains, all 
the travails during the period of drought arc 
^forgotten. Instead of evolving a development 
strategy which takes note of drought, 
drought is blamed for the shortfall of plan 
targets, as though plan targets can be fixed 
as if no droughts would or should take place 
in the plan period. Clearly plans should be 
formulated on the basis of a compensatory 
development policy. 

But the planner’s response after 1987 
drought does not seem to take into account 
the lessons of drought. The Spcctal Food 
Grains Production Programme drawn after 
two years of drought and commended to the 
states by the Planning Commission and 
union ministry of agriculture concentrated 
on 169 selected districts in 14 states for mak¬ 
ing up the shortfall in foodgrain production 
during drought years and raising it to 166 
million tonnes in the current year (1988-89) 
and I7S million tonnes in 1989-90, final year 
of the Seventh Five-Year Plan so as to come 
close to the plan target of 178-183 million 
tonnes of foodgrains. But instead of building 
in the lessons of drought in the process ol 
planning, the programme .seems to be more 
of the same—the continuation of the ‘green 
revolution strategy’ of capitalising the poten¬ 
tial of ‘green revolution belt' for immediate 
agricultural growth, instead of broad-basing 
agricultural development strategy through 
effeettve implementation of land reforms, 
development of tnfrastructure of irrigation 
(as many as 500 major and medium irriga¬ 
tion projects are reported to be lagging 
behind at various stages of construction 
for want of funds) and programmes for 
drought-prone areas and technology and in¬ 
put policies for small and marginal farmers.'" 

The various elements of compensatory 
development policy in relation to drought 
outlined above do find a place in the Seventh 
Fi#e-\bar Plan and earlier plans as well under 
different sectoral headings like agriculture, 
animal husbandry, rural development and 
rural work programme, co-operation, irriga¬ 
tion and power. But there is no discussion 
of the causes and consequences of drought 
in relation to the course of development, the 
relevance of the impact of drought on the 
fuiniment of plan targets and hence no in¬ 
tegrated long-term strategy for dealing with 
drought such as indicated in the compen¬ 
satory development plan outlined above 

If drought is looked upon as a recurrent 
and normal phenomenon it should be taken 
care of through ‘compensatory development 
plan’ such as the one suggested above. It 
should be built into the development plan 
with a provision for augmenting it when re¬ 
quired. Such a strategy would not only be 
an antidote to wasteful expenditure on 
schemes hurriedly introduced under pressure 
of crisis caused by drought (during colonial 
4tmes district officers were asked to keep a 


shelf of project ready for times of drought, 
since these were found wanting when crisis 
came; this happens even now!); it would also 
provide the perspective for seeing drought 
in relation to development and set the course 
of development in such a direction that the 
nation and the people (spiecially the 
vulnerable sections) would be able to deal 
with drought and absorb its consequences 
with greater resilience, order, preparedness 
and self-assurance 

The problem of drought will continue to 
haunt us even in the year 2000. The strategy 
to deal with it is that of sustainable 
development 
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Development of Food-Processing Industries 

Bhupat M Dcfiai 
N V Nambtfudiri 

This paper has analysed development and financial performance, with special reference to working capita! 
management, of selected food-processing industries, foodgrains milling, edible oilseeds processing, sugarcane pro¬ 
cessing and milk processing all of which produce mass consumption goods. It prioritises these industries for develop¬ 
ment based on the performance criteria and discusses strategies. 


THIS is a study on the formulation and ap¬ 
plication of criteria for the development of 
food-processing industries. The study serves 
two purposes; (a) to prioritise various basic 
food-processing industries for their develop¬ 
ment, and (b) to draw broad policy implica¬ 
tions for the development of t hese industries 
in future Food-processing industries selected 
for the study are foodgrains milling, edible 
oilseeds processing, sugarcane processing, 
and milk processing. In the next section ra¬ 
tionale for selection of these industries is 
discussed. In the third section criteria foi 
prioritising these industries are conceptualis¬ 
ed. The fourth section discus.ses the results, 
while the fifth discusses strategies for ac¬ 
celerated development of the selected food¬ 
processing industries. The last section sum¬ 
marises the study. 

RAI IONALL I-OR SLI LCIION Oh 

FOOD-PROCESMNC. iNDtISTRIlS 

0 

The four selected food-processing in¬ 
dustries still occupy a dominant position in 
all food-processing industries. These in¬ 
dustries account for over 7l per cent of out¬ 
put, and capital employed in all food¬ 
processing industries in the organised sec¬ 
tor. Their share in value added was close to 
60 pei cent. Similarly, their share in work¬ 
ing capital and employment was oser 65 per 
cent. 

Another reason is that these fotii in¬ 
dustries produce products loi mass con¬ 
sumption. Moreover, the incremental dc- 
majid lor their products is very large 
especially from low and middle income 
classes in both rural and urban areas 1 bus, 
their development would contribute to 
human welfare 

Third, the dcvclopi”..iit of these industries 
would relax wage Roods coti.siiami to 
economic growth by enhancing supply ol 
their products which enables promoting 
larger employment-oriented growth hour, 
these food-processing industries unlike 
others are relatively more labour intensive 
This suggests that development ot these in¬ 
dustries would generate employment oppor¬ 
tunities. Since these industries tend to be in 
r-.—i areas these opportunities would be 
availauie to the rural sector where they are 
needed most. 

Fifth, these four food-processing in¬ 
dustries through their high raw material in¬ 
tensity are intimately dependent on the pei- 
formance of the agricultural sector which 
provides their raw material. Development of 


these industries therefore provides a forward 
linkage to this sector. 

Sixth, these industries being highly work¬ 
ing capital intensive require larger such 
capital than fixed capital on a continuing 
basis. Financial institutions thus have a clear 
and sustained clientele from these industries. 

Seventh, these food-processing industries 
have achieved growth rales which are much 
higher than the growth rates of the industrial 
scciof In the Fifth Five-Year Plan period 
output and value added of these industries 
grew at the rate of 12 and II per cent, respec¬ 
tively. I he corresponding growth rales in the 
Sixth Five-Year Plan were 9 and 16 per cent. 

Notwithstanding the importance ol all of 
these. It IS expected that as per capita real 
national income increases, the percentage 
share of food-processing industries in the 
value added from manufacturing industries 
would decline But this has not occurred in 
India, despite a rise in per capita real na¬ 
tional income at the rale of 3.6 per cent dur¬ 
ing 1974-78 This suggests that until growth 
in per capita real national income attains a 
certain threshold, the share ol food- 
IJioccssing industries in value added from all 
manutacluring industries would not decline. 
And this threshold may be beyond the 3 6 
per cent achieved in the past. Since these in¬ 
dustries aie critically dependant on 
agriculture, this sector itscll has to also grow 
at a certain threshold rate. And this rale is 
also hipliei than the 4.7 per cent which was 
.ichieved during the Fifth Plan period Thus, 
agriculture's accelerated growth is essential. 
It IS so because growth of agriculture relaxes 
I aw material constraint It also simul¬ 
taneously relaxes demand constraint by plac¬ 
ing purchasing power in the hands of those 
whose income elasticity of demand for the 
products of these industries is high. 
Motcovci, Lngic’s Law states that con¬ 
sumers’ budget share on food decrea.ses only 
when giowih in per capita income is above 
certain minimum. It appears that this 
minimum has not been attained in India, 
this law further states that the absolute 
amount of food consumption increases 
Thus, development of the food-processing 
industries under study w'ould contribute to 
human welfare and rural-led employment- 
oriented economic development. 

CRtTtRIA lt)R DFVtLOPMENl 

Unlike other industries food-processing 
industries are raw material, labour and 
working capital intensive. It is, therefore. 


essential that^ suitable criteria related to these 
three resources arc formulated to develop 
understanding on these industries. Four diL 
ferent criteria may be formulated. These are: 

(1) Potential for resource use. 

(2) Efficiency in resource use. 

(3) Efficiency in liquidity and solvency 
management. 

(4) Liquidity and solvency cushion 
management. 

Each of these is elucidated in what follows. 
The first criterion of potential for resource 
use addresses the question of what is the in¬ 
tensity of resource use in these industries. 
Resources considered are raw material, 
labour, and working capital. Raw material 
intensity is defined as material consumed to 
total inputs. Labour intensity is defined as 
mandays/emolumenis to Rs 1,000 of total 
capital. And working capital intensity is 
defined as working capital to total capital. 

The second criterion of resource use effi¬ 
ciency IS an imporlant indicator of manage¬ 
ment performance of any industry. TWo 
types of indicators are considered. One of 
these IS partial facior/resource productivi¬ 
ty. And the other is profitability of all 
resources used. Four types of resources are 
considered, namely, raw material, labour, 
working capital, and total capital. Partial 
product I vity/efficiency is measured as value 
of output per unit of these resources. The 
underlying question is how much output is 
produced from every unit of these resources. 

To examine profitability four indicators 
are considered. These are (a) net profit to 
value of production/sales, (b) net profit to 
equity (return on equity, i e, ROE), (c) net 
profit to total capital (return on investment, 
1 c, ROI), and (d) net operating surplus to 
total capital (surplus on investment, i e, 
SOI).- The fourth indicator is utilised to 
analyse the influence of interest and other 
employees expenses in reducing net profit. 
If ROI is negative or very low and if SOI 
IS positive or very high, then it can be con¬ 
cluded that these two types of costs have 
reduced the net profit. Furthermore, between 
these two types of expenses if the share.of 
interest costs is very high and if the unit is 
efficient in working capital management, 
then the low net profit is largely due to high 
interest rales for external funds. 

Rationale for the third criterion of liquidi¬ 
ty efficiency management lies in the fact that 
the food-processing industries are working 
capital intensive. Hence, efficient use of this 
capital is both necessary and desirable. 
While this is imporiant. long-run considera- 
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tions also require an understanding of how 
efficient is the industry in its management 
of Fixed assets and related long-term 
resources. This, thus, requires studying ef¬ 
ficiency in solvency management. 

Liquidity efficiency is examined by stu¬ 
dying five financial ratios, namely, inventory, 
receivables, cash, and payable turnover ratios 
and operating cycle ratio. While the first four 
are self-explanatory, the fifth one needs to 
be explained. The operating cycle ratio is 
given by 365 divided by the length of the 
operating cycle which normally consists of 
four stages, namely, inventory of raw 
material, book debt, finished goods inven¬ 
tory, and trade credit. Not only does this 
ratio need to be studied, but these various 
stages of operating cycle must be under¬ 
stood. The latter is because it provides a 
basis to determine working capital require¬ 
ment and also to ascertain which of the four 
stages contribute maximum in the length of 
the operating cycle. Understanding of both 
of these is important for any financial in¬ 
stitution which finances food-proces.sing 
industries. 

Efficiency in solvency management can be 
measured as net sajes to each: (a) net assets, 
(b) net worth, and (c) net lixed assets. 

The discussion so far has addressed to the 
issues of efficiency. A study of the indicators 
related to this is absolutely necessary to 
understand the management performance. 
Often financial institutions, however, pay in- 
adequatrattention to this and ovcrcmpha.si.se 
security criterion While such practice is 
undesirable, it is necessary to study security- 
oriented criterion. This needs to be studied 
for the utilisation of both short-term as well 
as long-term resources. For this purpose 


fourth criterion of liquidity and solvency 
tebshion management is identified. While the 
former is measured by current and quick 
ratios, the latter is measured by debt to 
equity, debt to '’qt worth, net fixed assets to 
fixed debt, and net fixed assets to net worth 
ratios. 

Analysis nr Rtsut rs 

At the outset it may be mentioned that the 
above criteria are applied by utilising data 
from three different sources. These are: 
large-scale sample survey data of the Annual 
Survey of Industries (ASI), small scale 
sample survey data of the Reserve Bank ol 
India (RBI), and the data from unit/micro 
level case studies Thus, .sample survey as 
well as ca.se study methodologies are 
employed. 

ASI data perhaps covers various forms of 
industrial organisation—proprietorships, 
partnerships, private and public limited com¬ 
panies. RBI data are on public and private 
limited companies. And the case studies are 
exclusively on co-operatives. Further, while 
the ASI data are on foodgrains milling, 
sugar, vanaspati and other edible oils in¬ 
dustries, and dairy products, the RBI data 
are for only three product categories— 
foodgrains processing, sugar, and edible oils 
including vanaspati. The case studies are on 
rice, edible oils, and dairy products. ASI 
data refer to an average of 1980-81 to 
1984-85, while RBI and case studies data 
refer respectively, to an average of 1978-79 
to 1980-81 and 1984-85 to 1986-87. Three or 
five years’ averages are utilised because in¬ 
dustries under study are subject to fluctua¬ 
tions on account of their depiendence on 


agriculture for their raw materials. This lack 
of uniformity in years covered was un¬ 
avoidable as the collection of data on com¬ 
mon years was not feasible. Despite this 
limitation, a comparison of different basic 
food-processing industries would be useful 
in two respects. One, it would form a basis 
to validate the results based on large and 
small samples, and those based on micro¬ 
level case studies. And two, it would also 
make possible understanding development 
of a given type of basic food-processing in¬ 
dustries un^er different settings, indeed, 
these two are the primary concern rather 
than making projections or developing 
norms for financial performance of these 
industrie.s. 

Results on each of the four criteria are 
discussed first and then all the four crueria 
are simultaneously applied. Prioritisation 
among the* selected food-processing in¬ 
dustries IS derived on the basis of simple 
rank each industry obtained for the criteria 
under study. 

Priority based on potential for resource 
use: Table 1 provides the results. According 
to A.SI data, edible oil industry is most raw 
material intensive, followed by grain mills, 
dairy products, and finally sugar. RBI as 
well as ca.se studies data, however, show that 
grain mills arc most raw material intensive 
(followed by edible oil mills. 

The above finding for ASI data also holds 
for identifying potential for working capital 
use (Table I). Both RBI and case study data 
reveal that edible oil industry is most work¬ 
ing capital intensive, followed by sugar/dairy 
products and then gram mills.' 

As regards potential for labour use both 
ASI and RBI data show that it is the 

m 
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Tabu 1: Raw Maii-riai . WoRkiNc. Capitai ai^i) Labour 


Details 



ASI 


RBI 


Case Studies 



Dairy 

Products 

12911 

Grain 

Mills 

17269) 

Sugar, Hydro- 
Gur and generated 
Khandsari Vanaspati 
|233l| and Other 

Grain 

Mills 

124) 

Sugar 

|72| 

Edible 

and 

Vanaspaii 
Oils |33) 

Dairy Rice Edible Edible 

Products (MCRB) Oils Oils 

(DS)lll HI (GROll-D)(OIl.FED) 

in in 


Edible 
Oils 
12668) 


1 Raw material intensiiy 












(per ccni)- Materials sou 
sumed to total inputs 

84 3 

84.9 

66.3 

86.5 

88.0 

63 6 

79 3 

81 1 

93 3 

85.0 

81.1 


(3) 

(2) 

(4) 

(I) 

(1) 

(3) 

(2) 

(3) 

(1) 

(2) 

(3) 

2 Working capital intensity 












(per ceriD - Nci gmss 
working capital to 
net/gross total capital 

40.6 

45 8 

34 8 

54 5 

47 7 

54.8 

60.8 

63 5 

na 

65.8 

45.0 


(3) 

(2) 

(4) 

(1) 

(3) 

(2) 

(1) 

(2) 


(1) 

(3) 

3 Labour imensii) - MaiiLLiss 












emoluments to Rs I.CXX) 
of total capital 

17.0 

26 0 

22 0 

18.0 

III.3 

lll.l 

81 7 

50.5 

36.2 

34.3 

19.0 


(4) 

(1) 

(2) 

(3) 

(1) 

(2) 

(3) 

(1) 

(2) 

(3) 

(4) 

Average rank 

3 3 

1.7 

3.3 

1 7 

1.7 

2.3 

2.0 

20 

1.5 

2.0 

3.3 


Noier. 

DS = Dudhsagar Dairy, i e. The Mehsana Disinci Co-opcralive Milk Producers’ Union, Ciujaral. 

MCRB V ^ The Muluknoor Coroperaiive Rural Bank. Andhra Pradesh. 

GROPED = The Gujaral State Co-operative Oilseeds Growers’ Federation. 

OILFED = The Madhya Pradesh Co-operative Oilseeds Growers’ Federation 
Figures in | ] are sample sizes, while figures in ( ) are ranks. 
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maximum in grain millt« followed by sugar, 
edible oils, and dairy products in that order 
of importance (Ikbte I). The case studies, 
however, show that dairy industry is most 
labour intensive, followed by rice milling and 
then edible oils. Since AS I data permit 
examining this intensity as mandays of 
employment per Rs 1000 of total capital, 
results based on that data may be considered 
more acceptable. 

Considering all the three resou ce inten¬ 
sities simultaneously, Ibble I gives an 
average of ranks based on all the three in¬ 
dicators by adding the rank for each industry 
in each of the three data sources divided by 
3. Based on this, grain mills may be accord¬ 
ed the highest priority for development. This 
may be closely followed by edible oils, then 
sugar and lastly dairy products. 

Priority based on resource use efficiency: 
Table 2 ■its the results. It reveals that sugar 
mills were the most raw material efficient. 


followed by grain mills and dairy products/ 
edible oils, according to-the ASI data, in 
RBI data, sugar mills retain this rank but 
grain and edible oil mills interchange their 
positions. According to case studies, edible 
oil mills are most raw material efficient, 
followed by dairy products and then rice 
mills (Thble 2). 

As regards working capital efficiency, ASI 
data reveal that edible oil mills are most ef¬ 
ficient, followed by grain mills, dairy pro¬ 
ducts and sugar in that order of importance. 
According to RBI data, however, grain mills 
are most efficient, followed by edible oils 
and then sugar flbble 2). Case studies show 
that dairy products are most efficient, 
followed by edible oils. 

Labour efficiency was highest in edible 
oils, followed by dairy products, then grain 
mills and lastly sugar, according to ASI data 
(Ikble 2). When labour productivity is com¬ 
pared from RBI data and case studies, it 


shows that labour' employed in edible oil 
mills is most productive, followed by that in 
grain mills and then sugar/dairy products. 

Capital efficiency was highest in edible 
oils, followed by grain mills, dairy products 
and then sugar, according to ASI data 
(Thble 2). But RBI data reveal that grain 
mills were most capital efficient, followed 
by edible oils and then sugar. Case studies 
show that edible oil mills were most capital 
efficient, followed by dairy products and 
then rice mills (Ihble 2). 

So far pasiial resource efficiency is con¬ 
sidered. Efficiency of all resources may now 
be studied. This is given by net profit each 
to value of production/sales, equity, and 
total capital. According to ASI data, net pro¬ 
fit to value of production/sales was the 
highest for edible oil mills, followed by-that 
for grain mills, dairy products, and then 
sugar industry (Thble 2). Grain mills and 
edible oil mills interchange their ranks as per 


Tabi e 2; Eh-kiency in Resoubce Use and PRoritABii.ixv 


Details 



ASI 



RBI 



Case Studies 



Dairy 

Grain 

Sugar, 

Hydro- 

Crain 

Sugar 

Edible 

Dairy 

Rice 

Edible 

Edible 

Products 

Mills 

Gur and generated 

Mills 

[■'2) 

and 

Products 

(MCRB) 

Oils 

Oils 


(2911 

(7269) 

Khandsari Vanaspati 

124] 

Vanaspati 

(DS) |IJ 

HI 

(GROI-TDXOILFED)- 




[23311 

and Other 



Oils |33] 


lU 

HI 





Edible 










Oils 












(2668] 








1 Resource efficiency 
(a) Raw material efficiency 












(ralio)—Value ol oiii- 
put to material 
consumed 

1 19 

1.20 

1.48 

1.19 

1 14 

1.57 

1.27 

1.28 

1.19 

1.32 

1.32 


(3) 

(2) 

(1) 

(3) 

(3) 

(1) 

(2) 

(2) 

(3) 

(1) 

(1) 

(b) Working capital effi- 












ciency (ratio)—Value ol 
output to net/gross 
working capital 

10.01 

12.05 

6 48 

13 52 

7.42 

1.84 

4 77 

3.38 

na 

2.62 

1.88 


(3) 

(2) 

(4) 

(1) 

(1) 

(3) 

(2) 

(1) 


(2) 

(3) 

(c) Labour efficiency 












(ratio)—Total output 
to emoluments/ 
mandays 

232 0 

214.0 

103.0 

538 5 

32.6 

9 13 

35.86 

41.93 

47.85 

55.94 

46.75 


(2l 

(3) 

(4) 

(I) 

(2) 

(3) 

(1) 

(4) 

(2) 

(1) 

(3) 

(d) Capital efficici 1 c 7 












(ratio) -loiaj oiiiput 
to total capital 

4 II 

5 58 

2.29 

9.37 

3.53 

1 00 

2.89 

2.22 

1.73 

6.25 

0.94 


(.3) 

(2) 

(4) 

(1) 

(1) 

(3) 

(2) 

(2) 

(3) 

(1) 

(4) 

2 Profitability 












(a) Net profit as a per 












cent of value of pro¬ 
duction/sales 

0.30 

1 46 

-1.69 

2 20 

3.20 

-0.64 

1.05 

0.34 

3.89 

2.26 

-0.41 


(3) 

(2) 

(4) 

(1) 

(1) 

(3) 

(2) 

(2) 

(1) 

(4) 

(3) 

(b) Net profit as a per 












cent of equity (ROE) 

na 

na 

na 

na 

38.94 

-6.88 

25.80 

2.00 

na 

- 14.47 

3.10 






(1) 

(3) 

(2) 

(1) 


(3) 

(2) 

<c) Net profit as a per 












eent of total capital 
(Rv^i) 

1.25 

8.05 

-3.82 

28.46 

26.55 

-5.03 

12.24 

2 18 

4.79 

-14.03 

-0.48 


(3) 

(2) 

(4) 

(1) 

(•) 

(3) 

(2) 

(2) 

(1) 

(4) 

(3) 

(d) Net operating surplus 












as a per cent of total 
capiial'lSOI) 

8.09 

19.27 

14.38 

35.91 

36.29 

37.94 

28.23 

6.66 

na 

na 

7.59 


(4) 

(2) 

(3) 

(1) 

(2) 

(1) 

(3) 

(2) 



(1) 

Average rank 

3.00 

2.14 

3.12 

1.29 

1.50 

2.50 

2.00 

2.00 

2.00 

2.29 

2.50 


Notes: As in Table I. 
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|tBI (UU. Case itudies reveal thai rice mill 
"is the mast efficient, followed by dairy pro¬ 
ducts and then edible oils (Ihble 2). Con¬ 
sidering return on equity, grain mills are 
most efficient, followed by edible oils and 
then sugar according to RBI data. Case 
studies show that dairy products had the 
highe^ ROE, followed 1^ edible oils. Results 
on return on investment for the four food- 
processing industries coveted under ASI are 
same as those based on net profit to value 
of production discussed earlier (Table 2). 
This is also the case from RBI data as well 
as case studies. 

Considering operating surplus on invest¬ 
ment from ASI data, edible oil mills and 
grain mills retain their ranks, but the ranks 
of dairy products and sugar interchange Ac¬ 
cording to RBI data, SOI was the highest 
in sugar mills, followed by grain mills and 
lastly edible oils. But, according to case 
studies edible oil mills had the highest SOI, 
followed by dairy products (Table 2). 

These findings reveal that the relative 
ranking of the selected food-processing in¬ 
dustries in three different data sources dif¬ 
fered to some extent. Hence, the priority 
among them may be determined by applying 
all the eight indicators simultaneously. For 
this purpose average of ranks based on all 
the eight indicators is computed in Table 2. 

According to ASI data. e,dible oil mills 
may be accorded the highest priority, follow¬ 
ed by grain mills, dairy products and lastly 
sugar (last row in Table 2). The first two of 
these four industries interchange their priori¬ 
ty in ftBi data. Case studies show that gram 
mills may be accorded the highest priority, 
followed by dairy products and then edible 


oils. l\vo of the three data sources indicate 
that grain mills be accorded the highest 
priority, followed by edible oils, then dairy 
products, and lastly sugar. 

, Priority based exclusively on SOI indicates 
that sugar mills improve their position over 
dairy in ASI data, while they improve their 
position over both grain and edible oil mills 
in RBI data. But their efficiency in work¬ 
ing capital use is least satisfactory as com¬ 
pared to the remaining food-processing in¬ 
dustries. Hence,' higher interest tates may be 
responsible for lowering the ROI of gram 
mills, edible oil mills and to some extent 
dairy products (sec case study result on dairy 
products in Table 2). Interest rates on loans 
could be lowered especially for grain mills 
and edible oil mills which have better work¬ 
ing capital management. 

Pnohiy based on efficiency in liquidiiy 
and solvency managemeni: This could be 
studied from RBI data and case studies only 
as ASI did not give the required data for this 
analysis. Five different indicators for 
examining liquidity efficiency are inventory, 
receivables, cash, and payable . turnover 
ratios, and operating cycle ratio, as mention¬ 
ed earlier. Table 3 gives the results on these 

Three of these five ratios, namely, inven¬ 
tory turnover, payable turnover, and 
operating cycle ratios show that grain mills 
were the most efficient, followed by edible 
oils, and then sugar, according to the RBI 
data. Case studies show greater diversity in 
ranking of the food-processing industries 
based on liquidity efficiency related in¬ 
dicators (Table 3). 

Simultaneous application of all the live 
indicators is attempted by computing 


average Of ranks for these industries in 
Table 3. 7 his shows that grain mills be given 
the highest priority, followed by edible oils 
and then sugar as per RBI data. Case studies 
on the other hand show that dairy products 
was most efficient in managing liquidity, 
followed by edible oils (Oil.FED), rice and 
then edible oils (GROFED) (Table 3). 

The discussion so far has addressed the 
issue ol efficiency in the use of short-term 
assets and liabilities. Efficiency in the use 
of long-run assets is also important. Three 
indicators for this are net sales to each; 
(a) net assets,'(b) net woith, and (c) net fixed 
assets. The results given in Table 3 show that 
edible oil mills are most efficient, followed 
by grain mills and then sugar industry, ac¬ 
cording to the RBI data. This is so on the 
basis of two of the three indicators, name¬ 
ly, net sales to net assets, and net sale's to 
net worth ratios. Case stadies show that the 
dairy unit is the most efficient, followed by 
edible oil units on the basis of net sales to 
net asset and net sales to net fixed assets 
ratios. Finally, considering the average of 
ranks based on all three indicators, RBI data 
show that giain mills arc most efficient, 
followed by edible oils and then sugar Case 
studies, however, show that a dairy unit is 
most efficient, followed by edible oil units 
( Table 3). 

Priorily based on liquidilv and solvency 
cushion managemeni: Again, this can be 
studied from RBI data and case studies. 
RBI data show that grain mills had the 
maximum cushion to meet their current and 
quick liabilities. Next in rank was edible oils, 
followed by sugar mills (Table 4). Case 
studies on the other hand show that edible 


TABit 3: Liyuion Y and Soivi n( s MANAs.rsitNi Fi i u ii n( ii s 

Details _RBI_^ _ Case Stu dies _ Desirable Norms 

Grain Sugar Edible Dairy Rice Edible Edible 
Mills and Products (MCRB) Oils Oils 

Vanaspati (DS) (C.ROTED)(OII IFD) 

Oils 


I (efficiency in liquidity management No specific norm, hut the higher this 


(a) Inventory turnover 

14.66 

2.49 

7 37 

6.84 

2.65 

4.07 

8 34 

ratio Ihe more sales are produced and 

ratio 

(1) 

(3) 

(2) 

(2) 

(4) 

(3) 

(1) 

hence more liquid is the enicrpiise 

(b) Receivables turhover 

53.t9 

112.80 

33 29 

22 80 

9 07 

18.30 

18.52 

12.1 

ratio 

(2) 

(1) 

(3) 

(1) 

(4) 

(3) 

(2) 


(c) Cash turnover ratio 

66 41 

17.85 

89.76 

20.08 

41.81 

22.66 

5.56 

No specific norm, but the higher this 


(2) 

(3) 

(1) 

<3) 

(1) 

(2) 

(4) 

ratio the more efficient is the cash 









management 

(d) Payable turnover 

t4 57 

5.09 

14 46 

49.53 

89.39 

9 15 

25 13 

No specific norm, but the higher this 

ratio 

(1) 

(3) 

(2). 

(2) 

(1) 

(4) 

(3) 

ratio the more efficient is the use of 









sundry creditors 

(e) Operating cycle ratio 

22 18 

4 68 

10.43 

6.64 

2.25 

4 48 

7 93 

Norm for vegetable and hydro-generated 


(1) 

(3) 

(2) 

(2) 

(4) 

(3) 

(1) 

oils-is 6.89* 

Average rank 

1 40 

2 60 

2.00 

2.00 

2.80 

3.00 

2.20 


2 Efficiency in solvency managemeni 








(a) Net sales to net 

8.92 

6.77 

11 79 

6.’36 

na 

6.06 

1.05 

2:1 

assets ratio 

(2) 

(3) 

(1) 

(1) 


(2) 

(3) 


(b) (ilet sales to net 

9.53 

8.59 

14.30 

6 78 

na 

9.09 

1.74 

8:1 

worth ratio 

(2) 

(3) 

(1) 

(3) 


(1) 

(3) 


- (c) Net sales to net fixed 

17.86 

5.21 

17.08 

11 76 

na 

9.53 

1.55 

8:1 

assets ratio 

(1) 

(3) 

(2) 

(1) 


(2) 

(3) 


Average ranV 

1.67 

3.00 

1.33 

1.33 

na 

1.67 

3.00 



• See Report of ihe Sludy Group lo Frame Guidelihes for Follow up of Bank Credit, Reserve Bank of India, Bombay, 1975. 
Notes: As in Table I. 
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oil units have the maximum cushion. The 
next rank is obtained by the dairy unit if the 
cushion is assessed to meet only current 
liabilities. But this unit has the least cushion 
if quick liabilities are to be honoured. 

As regards solvency cushion. RBI data 
reveal that this was maximum for sugar, 
followed by edible oils and then grain mills 
based on debt to net worth and net fixed 
assets to net worth ratios. Case studies show 
that edible oil units are most solvent, follow¬ 
ed by dairy products considering debt to 
equity and debt to net worth ratios. The 
results on the remaining two indicators, 
however, show exactly the reyerse ranks. 
Finally, the average of ranks based on all 
four indicators shows that sugar industry be 
accorded the highest priority, followed by 
edible oils and then grain mills as per the 
RBI data. But case studies suggest that a 
dairy unit is most solvent, followed by oil 
mills (Table 4). 

Priority based on all criteria: Since many 
of the indicators studied so far have bear¬ 
ing on each other it would be useful to 
prioritise the food-processing industries by 
simultaneously considering all the four 
ertteria and indicators related to them. For 
this purpose average of ranks based on all 
the indicators is computed and this rank is 
utilised to prioritise these industries for their 
development. Wherever necessary, other 
considerations are also taken into account. 

According to ASI data, edible oil mills 
may be'given the highest priority as they 
have the highest rank of I 4. This is follow¬ 
ed by grain mills with a rank of 2, then dairy 
product units with 3.1, and lastly, sugar units 
with 3.4. RBI data reveal that the highest 
priority be accorded to grain mills which 
have a rank of 1.6. Next in importance is 
edible oil mills with a rank of 1.9 and last¬ 
ly, sugar with a rank of 2.4. Case studies on 
the other hand show that the highest priority 
be accorded to dairy product units which ob¬ 
tained a rank of 1.9. Next priority be given 


to rice mills which have a rank of 2.3 and 
then edible oil units which have a rank of 
2.42 for GROPED and 2.44 for Oll.FED. 
But, considering the percentage distribution 
of frequency with which these four food pro¬ 
cessing industries obtained the first rank on 
various indicators rice mills gel the highest 
priority, followed by dairy products, edible 
oils (GROPED) and edible oils (OILFED) 
in that order of importance. 

The preceding shows that the priority 
from the three data sources do not converge. 
Therefore, other considerations need to be 
taken into account. This is discussed in what 
follows. 

Policy priority may be first accorded to 
the grain mills, followed by edible oils, sugar 
and lastly, dairy products. There are several 
rea.sons for this One, gram mills including 
rice mills get the first priority according to 
RBI data and case studies, both of which 
unlike ASI data permit application ol more 
compichensive criteria. Iwo, edible oil mills 
receive second priority m RBI data which 
facilitated more comprehensive performance 
analysis with a much higher average rank 
than from the case studies Moreover, two 
case studies on edible oil units are for those 
which arc in the initial stage of their develop¬ 
ment and hence their potential performance 
IS yet to be adequately realised. Three, sugar 
indu.stry may be given a higher prtotily than 
dairy products because m RBI data its rank 
IS higher than the rank of the latter in ASI 
data. Moreover, percentage distribution of 
frequency with which sugar industry obtain¬ 
ed the first two ranks on the seven common 
indicators was higher than for dairy units 
iti ASI data which are drawn from a large 
sample survey.’ Four, scarcity of supply of 
products from grains, edible oils, and sugar 
mills IS much more than from dairy units 
The above suggested priority among the four 
selected food-processing industries is also 
justifiable on the ground of reducing trade 
and balance of payments deficits. This is 


because the country would save foreign ex¬ 
change through reduction or complete 
elimination of imports of products produced 
by these industries, besides enhancing their 
export potential. Five, the above suggested 
priority is also consistent with the rural-led 
employment-oriented economic develop¬ 
ment that would get induced by the develop¬ 
ment of food-processing industries discussed 
at the outset of this paper. What may con¬ 
stitute the basic strategy for the future 
development of the.se industries is the con¬ 
cern of the next section. 

SlKAlfct.Y lOK AC( IftRAILD 
DbVLtOPMfcNl 

'I he discussion in the preceding sections 
can form a basis to identify broad policy 
package that the food-processing ministry 
and the other concerned ministries can con¬ 
sider for adoption This package can include 
(a) location of the food-processing industries 
under study, (b) public investment (both 
capital and current including subsidies) and 
institutional finance to develop these in¬ 
dustries and their backward and forward 
linkages, and (c) forms of industrial 
organisation that could be encouraged for 
these industries 

As regards the location policies, the 
selected lood-proccssing industries tend to 
be located nearer their raw material and 
hence in rural areas. This m turn implies that 
such industrial location would be beneficial 
to the management performance and 
developmental concerns alike. The former 
because it would improve efficiency in raw 
material procurement as well as in sales/ 
marketing operations. The management of 
these industries will have better knowledge 
about the availability and price of raw 
materials and also because large part of in¬ 
cremental future demand for their products 
would arise in the rural areas. While the 
latter lacihtates lulfilling one of the 


1 Mil' Iiooioin sNi) Soi SI N< \ Cushion Mans(,I sn Ni 


Details RBI 



Oram 

Mills 

Sugai 

Edible 

and 

Vaiiaspati 

(Ills 

Dairy 

Producis 

(DM 

1 Liquidity cushion iiianagemeni 
(a) Current ratio 1.78 

0 92 

1 17 

1 32 


(1) 

(3) 

(2) 

(2) 

(b) Quick ratio 

0.80 

0 26 

0 42 

0(>() 


(1) 

(.3) 

t2) 

I3( 

Average rank 

1 00 

3 00 

200 

2 50 

2 Solvency cushion management 
(a) Debt to equity ratio 0 21 

0.60 

0 8(. 

0(>X 


(3) 

(2) 

(1) 

(3) 

(b) Debt to net worth 

0.15 

0 57 

0 43 

2 27 

ratio 

(3) 

(1) 

(2) 

(2) 

(c) Net fixed assets to 

3.82 

3.62 

2.03 

0 95 

fixed debt ratio 

(1) 

(2) 

(3) 

(t) 

(d) Net fixed assets to 

0.54 

1.68 

0.83 

0 58 

net worth ratio 

(1) 

(3) 

(2) 

(1) 

Average rank 

2.50 

1.50 

2.00 

1 75 


( asc Studies 

Desirable Norms 

Rice Edible Edible 


(MCRB) Oils Oils 


(GROfEDKOIl EEDI 



1 23 

1 10 

1.92 

2 1 lo 1 1 

(-3) 

(4) 

(1) 


0 64 

0.31 

1 43 

l;l 

(2» 

(4) 

(1) 


2 50 

4 00 

1 00 



2 07 

1 12 

Less than or equal lu 2:1 


(1) 

(2) 



3 (K) 

0.85 

No specific norm, but it is desirable 


(1) 

(3) 

10 have 11 

na 

0 39 

0.76 

1.51 


(3) 

(2) 


na 

1 33 

1 14 

No specific norm, but such a higher 


(3) 

(2) 

ratio IS viewed as dangerous 

na 

2.00 

2.25 



Notes: As in Table 1. 
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developmental concerns, there will be other 
concerns that could also be satisried from 
such location encouraging policies. This is 
the concern of generating productive 
employment in rural areas and diversifying 
occupational pattern of the rural populace. 
Possibilities of fulfilling these concerns are 
high because the selected food-processing in¬ 
dustries are labour intensive. 

This suggestion about the rural-led in¬ 
dustrial location policy is based on the study 
of the organised sector. But it need not be 
competitive to the decentralised sector of the 
food-processing industries. In order to 
realise this, conscious policies for involving 
the latter sector in ancillaty activities like 
subsidiary processing, repairs and other 
services especially trading/marketing of the 
product produced by the organtsed sector ot 
the food-processing industries may be evolv¬ 
ed. Such food-processing and agricultural 
growth would pave the path for rural-led 
economic develq|nient. Such development 
moreover cannot m sustained if policies con¬ 
ducive to accelerating growth in the primary 
food commodities produced by the farmers 
are not pursued. 

As regards public investment and institu¬ 
tional finance related policies it may be first 
staled that tax concessions, and revenue sub- 
sidies'may be kept to a bate minimum not 
only for these basic food processing in¬ 
dustries but also for the so-called non 
conventional food-processing units. Further, 
public as well as private investment togethet 
with a small fraction of capital subsidy may 
be encourage^ to modernise processing 
technology in those basic food-processing 
where the technology is obsolescent Public- 
investment could also be relatively more en¬ 
couraged in rural roads, transportation and 
electricity. 

On institutional finance our suggestions 
are two-fold. One, the interest rate may be 
reduced especially for those basic food 
processing units which show- high perfor¬ 
mance in their cfficiencv in working capital 
management What is emphasised here is 
that the financial institutions could follow 
more flexible and dificreniial intercsi rates 
for their loans to food-ptoccs.sors as is the 
case for loans to rural households. In this 
context it IS also important to considci 
lowering intcicsl rates on both banking and 
non-bankmg deposits, and refinance Ibis 
is becaust lowct lending laics in isolation ol 
revision in deposits and refinance rales 
would jeopardise the viabthly of financial 
institutions and also to some extent the pro¬ 
fitability of basie tood-picKcssing and oihei 
industries who relv not only on institutional 
finance but also on deposits Itoin then 
shareholders and the public at large 
Moreover lower and differential inieresi laies 
would improve the investment climate. Bui, 
one may argue that the lower and ditlcren- 
lial deposit rates may discourage financial 
savings in the'form of deposits. 1 his, 
however, does hot necessarily hold as in the 
early ktage of development the prcicrences 
for such form of saving is relatively low 


among all classes except to some extent 
urban middle and upper income classes. 
Also supply response of deposits to interest 
rate is comparatively low in the early stage 
of economic development. 

Our second suggestion is that institutional 
finance be vigorously promoted for these 
basic food-processing industries, and 
especially for grains and edible oil mills 
which have much lower access to bank credit 
than sugar and dairy industries. Moreover, 
such bank credit may be officially defined 
as ‘indirect’ rural credit. Since these in¬ 
dustries are highly working capital intensive 
RBI and other apex level term lending and 
refinancing institutions may consider exten¬ 
ding temporary credii facility to the field- 
level financial institutions. This is because 
both commercial and co-operative banks do 
not have adequaic loanable funds at the time 
at which demand lor working capital loans 
especially in the rural sector arises. lb a large 
extent, this is due to the fact that the lime 
at which this demand arises does not match 
well with the time at which these banks can 
mobilise deposits. 

We finally uirn to the discussion on roim.s 
of indusiiial organisation that may be en¬ 
couraged for ilic development of foodgrains, 
edible oilseeds, sugarcane and milk proces¬ 
sing industries 

Considering ihc results on efficiency in 
various inputs, liquidity, solvency, operating 
cycle and protiiabiliiy management, it is 
found that lor two of the lour food- 
processing industries, co-operalives do not 
have an advantage over other (orrns ol 
organisations (Tables I to 3). This conclu¬ 
sion IS derived on the basis ol percentage 
distribution of number of times these 
various forms ol organisations achieved first 
two ranks on the above-mentioned efliciencs- 
criieria. In the ease ol gram mills tion-co- 
operativc form of organisations achieved 81 
per cent as against SO pci cent foi co¬ 
operative The corresponding percentages loi 
edible oils were 90 and 49 Only in the ease 
of dairy product this percentage was in 
favour of eo-operatives, 87 as against 17 
Similar comparison lor sugar could nol be 
made as ihe case siudy did not include the 
co-operative form ol organisation Such a 
siiuation may also arise due to government 
contiolled environment under which most 
ol these industries operate and where eo 
operatises enjoy lesser degree of freedom lo 
manage environment Public policy under 
these conditions may have lo be more clear 
on this issue. Wherever genuine bottoin-up 
ralhei than lop-dsiwn eo-opcralivisation in 
the selestcci lood-proeessing industiics 
emerges ii should be encouraged. Moreover, 
lax soncessuins, revenue subsidy and olhci 
such policies should be kept lo a bare 
minimum tw all torms of industrial 
organisation tor these mdusiiics Such 
neutral approach will encourage more com- 
pc'litivc environment lor the dcveloomcnl ol 
these industries. Lastly, all Ihe various loims 
ot industrial organisation in these food- 
processing units must he encouraged lo link 


their raw materials procurement through the 
existing vast network of primary agricultural 
co-operative societies. This has several ad¬ 
vantages. One, this vast network would be 
more fully utilised. It can become more 
viable through increased scale of its opera¬ 
tions, besides developing backward linkipgs 
for transfer of. technology. Two, food¬ 
processing induSIries would secure farmer 
producer co-operation in matters of quali¬ 
ty and adequacy of supplies and thus reduce 
their cost of procurement. 

SUMMINt, Up 

T his paper has analysed development and 
findncial performance, with special reference 
to working capital management, of the 
selected lood-proeessmg industries. Unlike 
many recent studies this study is concerned 
with those food-processing industries whose 
products are for mass consumption instead 
of consumption by relatively belter-off. 
Thc.se industries are foodgrains milling, 
edible oifsceds processing, sugar factories 
and dairy products. These industries account 
foi more than two-thirds of output from 
capital and labour employed in all food- 
prtKessing industries in Ihe organised sector 
alone. Accelerated development of these in¬ 
dustries would contribute to economic 
growth as they would relax wage goods 
constraint 

Based on ciiieria and considerations 
related to both development and financial 
licrformance, the study found that the order 
of priority arnong these four food- 
proecssing industries lor their development 
be the same as slated above. The analysis 
suggests, (a) location of these industries he 
encouraged iti ruial areas from where basic- 
raw matciials, labour, and incremental 
demand would emerge, (b) encouragement 
of public and private investment especially 
lor modernisation ot processing technology, 
besides public invesimeni m ruial roads, 
iranspiiriaiion, and electricity; (c) improv¬ 
ing access lo and lowei inleiest rale on in- 
siitiilional linance especially for grain and 
edible oil mills which aic more ellicicnt in 
working capital management, and (d) more 
directed public policy lowaids the lorm of 
iridu.strial organisation —co operatives and 
non-coopcratives—for development of these 
industries The study also stresses that since 
iliesc industries are directly dependent on 
agriculture, its sustained development is cen¬ 
tral to ihcii performance. And for this, 
strengthening backward and forward 
linkages lor transfer of new technology by 
institutional system for agricultural develop¬ 
ment IS essential. 

Notes 

1 Lower working capital intensity of OILFED 
IS because of recent fixed capital investment 
for plant expansion 

2 These seven indicators are raw material and 
labour intensities, raw material, labour, and 
capital efriciencies, net pro.'ii to value of out¬ 
put, ROI and SOI 
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Fertiliser Subsidy: Issues Related to Equity 

and Efficiency 

Ashuk Gulati 
G I) Kaira 

Despite a 30 per cent hike in fertiliser prices, fertiliser subsidy in the central government budget is expected 
to touch Rs 60 billion in the year 1991-92. This continues to be a matter of concern to policy-makers trying to 
correct the fiscal imbalance in the budget. This paper suggests that farmers, fertiliser industry and consumers 
of foodgrains all seem to be benefiting from this subsidy in one way or the other, and in varying degrees. The 
burden of readjustment,, therefore, should fall on all the three fronts, almost simultaneously. 

On farmers'front, an increase in fertiliser prices must be absorbed through appropriate increases in support/pro- 
curement prices of main fertiliser consuming crops such as wheat, rice and cotton because the farmer is not ‘net- 
subsidised' on account of pricing of outputs and inputs. For fertiliser industry, situation warrants a comprehen¬ 
sive exercise involving computation of domestic resource cost (DRCf of producing fertilisers on plant and product- 
specific basis, with an objective to identify plants that need retrofitting and revamping to come to acceptable 
norms of efficiency. On consumers' front, there is urgent need to reorient the public distribution system (PDS) 
making it more sharply focused towards vulnerable sections of society either by linking it with ‘food for work' 
type of programmes or by income targeting or by distributing coarser varieties oj wheat and nee and coarse cereals, 
wherever possible. 


I 

Introdurtion 

FERTIl.lSFR subsidy was Riven tor the first 
time in 1973-74 on inipoited fertilisers on 
account of their steeply rtsing costs in the 
wake ok world oil crisis Since then, fertiliser 
subsidy increased from Rs 330 million (0.06 
per cent of GDP) to Rs 46.01 billion (I 17 
per cent of GDP) in 1989-90 (Tkble I). The 
share of fertilisers in the explicit subsidies 
(of Rs 91.66 billion) in the centre’s budget 
was about 50 per cent in 1989-90. This 
burgeoning burden of fertiliser subsidy has 
strained central government’s finances and 
raised questions regarding its sustainability 
The subsidy on indigenously produced 
fertilisers is worked out under the retention 
price scheme (RPS) introduced in 1977 on 
the recommendations ol the Marai'ie Com 
mittee As per RPS, government fixes up lair 
ex-factory retention price for each plant and 
for each product based on a combination ol 
norms and actuals of cost of pitsduction, 
besides equated freight The ex-factory price 
of a given product is so fixed as lO provide 
a return of 12 per t'ni ,oost ms) on net 
worth if the factory uii''sed 80 per cent (now 
raised to 90 per cent from the second v'car 
of start of plant) cl installed capacity and 
achieved certain norm, with regard to con¬ 
sumption of raw materials, utilities and 
other inputs. Budget subsidy on domestical¬ 
ly produced fertilisers is calculated by deduc¬ 
ting farmer’s price (excluding dealer’s margin 
and sales tax, etc) from estimated retention 
price (inclusive of equated freight), and is 
■ eiiiiburscd t j the fertiliser plants. The sub¬ 
sidy on imported fertilisers is derived by 
dedueting farmer’s price (excluding dealer’s 
margin and sales tax) from the cif price of 
imported fertilisers, plus pool handling 
charges. 


I he RPS has been a mixed bag It pro¬ 
vided a cushion to the industry against 
external shocks. By insulating the industry 
from internal competition and by olfering 
a guaranteed return on capital employed, the 
industry has attracted higher invotment 
which led to substantial expansion of capaci¬ 
ty. Today the fertiliser industry is a venture 
of mure than Rs 100 billion with an installed 
capacity of about II million tonnes This 
may be treated as positive or negative con¬ 
tribution of this scheme. It is positive il one 
looks at this increased investment from self- 
sufficiency point of view, negative if one 
looks at It from efficiency angle (only to the 
extent it has led to allocative inefficiency in 
the use of investment resources). The RPS 
also apFieais to lie encouraging 'gold plating' 
of plants or over capitalisaiiun (Segura et al, 
l9Kt>j but induces economy in variable costs 
■ ‘us occuis as the ex-factory prices are based 
on capital cnir loved To a certain extent, the 
scheme provides perverse signals, i e, plant 
costs do not matter as long as capacity 
uiilisaiion and input norms are met. Further, 
trie RPS provides no clue as to which plants 
ought to be expanded and which ones ought 
to be phased out as the sc heme provides 
unitorin return on capital. It does not dis¬ 
tinguish between plants that are uneconomic 
in scale or unsuitably located or get more 
expensive feedstexk than others as long as 
norms are met. Another aspect of this 
'^iieme is that it leads to cross-subsidisation 
from old to new units since the latter face 
higher costs than the former ones. The main 
drawb.ick ol the scheme, in a sense, is that 
It doei not really peiiali.se bad investment 
reflected in iiieflicieni units, and perpetually 
deprives the industry from compulsion and 
initiative to upgrade technology and reap 
economies ol scale. Besides, the scheme has 
been mainly responsible for the mounting 
burden of subsidies. Given the retention 


price Icirmula, any rise in input prices would 
laise the retention price and, if farmgate 
prices aie not raised commensurately, it 
would lead to an increase in subsidy. As such 
the cost ol inputs particularly the feedstocks 
becomes very crucial in determining the level 
ol subsidies 

The whole gamut of Icrtiliser subsidy 
raises essentially two questions. One pertain' 
mg to equity, i e, who benefits from fertilisei 
subsidy, and the other of efjiciency, i e, is 
the investment in lertiliser industry an effi¬ 
cient proposition from resource allocation 
point of view fhese questions are taken up 
in greatei detail in the lollowmg sections. 

II 

K<|uil\ (^uostion: Wh<» Benefits? 

I heic are al least two ways through which 
this question can be examined. First, assum¬ 
ing that government had not intervened in 
the system either through RPS or through 
controls on the imports of fertilisers, at what 
price larmers would have got fertilisers. The 
difference between what cultivators would 
have paid undei that counter-factual free- 
trade scenario and what they are actually 
paying may be termed as ‘economic’ subsidy 
to farmers Going by this approach, it is 
estimated that, on an average during the 
nine-year period (1981-82 to 1989-90), 
cultivators received ‘economic’ subsidy 
amounting to about 48 per cent of what is 
delineated in the central government’s 
budget (Table 2) (Gulati, 1990). The rest of 
the fertiliser subsidy (52 per cent) may be 
deemed going to fertiliser industry or its 
feedstock supplying agencies as a price of 
their existence beyond what the norms of 
‘economic efficiency’ would otherwise allow. 
This approach seems logical in view of the 
fact that feniliser is a tradable input and the 
opportunity cost of producing it at home, 
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•t the iiuirgin, would be its import parity 
price: Only caution that one ne^s to take 
in this type of analysis is that the calcula¬ 
tion of this 'economic* subsidy is not based 
on a single year’s price data but is derived 
from three to five years’ moving average, or 
that the results of such an exercise are 
averaged over three to five years or so. This 
is because international prices fluctuate quite 
a bit, sometimes violently, and also because 
India and China are major buyers in the 
international market and their simultaneous 


entry may influence the world price signi¬ 
ficantly, making a single year analysis 
somewhat less reliable. 

It may be pointed out here that in the ex¬ 
ercise carried out for estimating ‘economic’ 
subsidy to cultivators much of the subsidy 
occurs due to high pool handling charges of 
imported fertilisers; the ci f prices generally 
remaining lower than the domestic prices. 
In the event of a reduction in the handling 
charges, either as a result of more competi¬ 
tion amongst pool handling agencies or 


through a more rational distribution plan, 
'economic' subsidy to cultivaton'wiU dwiine 
even below 48 per cent. However, it may be 
noted that these calculations are based on 
official exchange rate of rupee vis-a-vis 
dollar, and if one attaches a premium on 
foreign exchange, the subsidy to cultivators 
would turn out |o be much higher. 

The second wSy to answer effectively the 
question of fertiliser subsidy would be to 
ask: is the cultivator ‘net-subsidised’? This 
brings the analysis out of the realm of in¬ 
put prices alone into that of output prices 
also. It implies that one should look at crop- 
fertiliser price ratios under the free-trade 
.scenario and compare them with the actuals 
that farmers arc receiving with all the 
government intervention. Analysis on these 
lines for the 1980s for the major fertiliser 
consuming crops (wheat, rice and cotton) 
reveals that this crop-fertiliser price ratios 
would have been better under the free-trade 
scenario than they arc now, indicating that 
the cultivators are in fact being ‘net-taxed’ 
[see Gulati, 1990 for greater details]. This 
argument can be strengthened further by 
looking at such crop-fertiliser price ratios in 
other countries, where in most of the cases 
cultivators are getting a belter deal than in 
India (Table 3). 

The fact that in government’s account it 
IS the fertiliser industry that receives 
‘subsidy’, in no way an.swers the relevant 
question The receipt of this financial ‘sub¬ 
sidy’ at the industry end is just a matter of 
convenience in the distribution process. 
However, there are at least two ways in which 
leriiliser industry appears to have been sub¬ 
sidised. one IS implicit and’the other explicit.' 
Implicit subsidy to fertiliser industry goes 
through RPS that permits it to produce fer¬ 
tilisers even at a cost much higher than its 
import parity price Existence of fertiliser in¬ 
dustry to that extent is state supported or 
‘subsidised’ through exchequer. This in fact 
brings us to the question of efficiency in 
resource allocation. But more of this in the 
next section of this paper. The other form 
in which fertiliser industry gets subsidy is 
rather explicit in the sense that it receives its 
feedstocks (such as naphtha and fuel oil) at 
prices that are much lower than the ones be¬ 
ing paid by non-fertiliser users. Lately, in 
1991, fertiliser industry is getting naphtha 
at a price (Rs 2,725/tonne) that is 38 per cent 
lower than being charged to non-fertiliser 
users (Rs 4,4IS/tonne). Similarly, fuel oil for 
fertiliser industry is priced at 55 per cent 
lower than to others. These concessional 
prices for fertiliser industry have been there 
all through 1980s, although the degree of 
concession varied sometimes (see l^ble 4), 
At this juncture it n^y be worthwhile to 
point out that this concessional pricing is not 
limited only up to feedstocks such as 
naphtha and fuel oil, but goes a step fur¬ 
ther into custom duties on imported chemi¬ 
cals used by*the fertiliser industry. For ex¬ 
ample, as against an effective custom duty 
rate of 96 per cent ad valorem on basic 
organic chemicals and 127.3 per cent on 


Tabil 1 

: Totai 

AND Pi k Tonni 

SllBSII)^ ON DOMISIK NNJ> 

Isil-UKII l> f 1 Kill ISI K 

(Ri million) 

Vfear _ 

Imported Fertiliser 

IJonicslK 

l-eriilisci 

lolal 

Total Subsidy 


Total 

Pet Tonne 

filial 

Per Ion lie 


as Percentage 



(Ks) 


(Rs) 


ol CiDP 

1971-72 

-200 

_ 

_ 


2(K) 

.. 

1972-73 

-180 

— 


— 

180 

_ 

1973-74 

330 

265 

- 

- 

.330 

006 

1974-75 

3710 

2316 

— 


3710 

0 55 

1975-76 

2420 

1555 


- 

2420 

0 34 

1976-77 

520 

495 

600 

252 

1120 

0 15 

1977-78 

1590 

1071 

1070 

401 

2660 

0.’ 

1978-79 

1690 

848 

17.30 

588 

3420 

0 3(1 

1979-80 

2820 

1406 

3210 

1076 

6030 

0 59 

1980-81 

3350 

1214 

I7(K) 

566 

5050 

0 41 

1981-82 

1000 

490 

2810 

687 

3810 

0 26 

1982-83 

530 

468 

5500 

1249 

6030 

0 38 

1983-84 

1410 

1041 

9000 

1985 

10410 

0.56 

1984-85 

7270 

2006 

12000 

2317 

19270 

0.93 

1985-86 

4500 

1324 

16000 

2780 

20500 

0 82 

1986-87 

1970 

855 

I70(X) 

2405 

18970 

0 73 

1987-88 

1600 

1626 

20500 

2875 

22100 

0 74 

1988-89 

2500 

1555 

30000 

3347 

32500 

0 93 

1989-90 

8300 

2667 

37718 

4432 

46018 

1 17 

Dend r of 







g 1977-78 







to 1989-90 

NS 

NS 

33 5 

22.5 

26.5 



Notes: (I) Per tonne subsidy on imported fertilisers is obtained by dividing toiaksubsidy on im 
ported fertilisers by imports of fertilisers in terms of nutrients. Similarly, jier tonne 
subsidy on domestic fertilisers is obtained by dividing total subsidy on domesiic for 
tilisers by total production of fertilisers in terms of nutrients 

(2) NS indicates growth rates statistically not significant 

(3) Negative subsidy on imported fertilisers indicates that the government made ptofiis 
by selling the imported fertilisers at a price higher than their import cost 

Sources. (I) Desai (1986) in Segura et al for 1971-72 to 1979-80. 

(2) Economic Survey (1988-89) for 1980 81 to 1987-88. 

(3) Government of India, Expenditure Budget, 1989-90, Volume I for 1988-89 and 
1989 90 figures 

I aHII 2 (((INUMK SlIHSIln UN I'lKIIIISIKS 





(Rs million) 

Particulars 

1983 84 

Triennium Ending 

1986 87 198990 

Average 
1981-82 lo 
1989-90 

(1) Economic subsidy as per 

international price approach 
(2) Fertiliser subsidy as given in the 

1599.3 

8450 I67I0.I 

8919 8 

ceniial government budgets 
(3) Fertiliser subsidy not going to 
cultivator (may be deemed going 
to fertiliser industry or feedstock 

67400 

191.56.7 30216.7 

18704 4 

supplying agencies) 

5140.7 

(76.27) 

10706.7 13506.6 

(55 89) (44 70) 

9784.6 

(52.31) 


Nolr. Figures in parentheses are percentages lo ferlihser subsidy as given in centra) govern¬ 
ment budgets. 

Sourer. Guhui and Sharma (1990). 
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basic inorganic clMinicals in i988<89, it was 
just ll.l per cent on phosphoric acid, 0.5 per 
cent on ammonia and ne8i>8it>ic on ro<A 
phosphate and sulphur, inputs that go into 
fertiliser industry (Ihble 5). This conces¬ 
sional price of feedstocks and much lower 
impon duties on other inputs of the fertiliser 


Table 3: Ratio ot Nitrooen Prill to 
P aotURE’iENt/SuppoRr Prill oi 
Paddy and Whi at 


Country 

(1) 

Period 

(2) 

Quantity of Wheat/ 
Paddy Required lo 
Buy One Kg of 
Nitrogen 

Paddy Wheat 

(3) (4) 

India 

1980 

4.58 

3 72 


1985 

3 29 

3 38 


1988 

3 19 

2 95 

Pakistan 

1980 

2 16 

3 23 


1985 

2.39 

3 18 


1988 

1.97 

2.63 

South Korea 

1980 

0.66 

1 12 


1985 

0,90 

1 96 


1988 

0.76 

1.59 

USA 

1980 

2.08 

3.99 


1985 

290 

3 69 


1988 

3 08 

5 40 

Egypt 

1980 

2,43 

2 26 


1985 

2.08 

2 45 


1988 


- 

Philippines 

1980 

4 20 



1985 

3.53 

— 


1988 

2.25 

— 

Japan 

1980 

0.68 

1.02 


1985 

0.48 

0.90 


1988 

0,34 

0.62 

Germany 

1980 

— 

3.83 


1985 


4.32 


1988 


2.92 

France 

1980 

1.64 

3.23 


1985 

2.09 

4.06 


1988 

1.82 

3.64 


Source: Fernh'ter Slaiislics, I9S9-W. Ferlilisei 
AssLKiaiion of India. 


industry, thus, reduce the real cost of pro¬ 
duction of fertilisers. This, in turn, results 
in underestimation of the financial subsidy 
that would be paid by the government as 
reimbursement to fertiliser industry, in 1980, 
more than SO per-cent of the nitrogenous 
capacity was naphtha based and about 20 
per cent fuel oil based, indicating that this 
type of concessional pricing.had resulted in 
significant understatement of the actual fer¬ 
tiliser subsidy Rut during the last five years, 
share of naphtha based or fuel oil based 
nitrogenous capacity has sharply declined 
and that of gas based gone up. In October 
1990,42 per cent of nitrogenous capacity in 
the country was gas based, 30 per cent 
naphtha based, I4.S per cent fuel oil based 
and the rest on coal, electric power, etc. This 
immediately raises the inquisitiveness about 
the way natural gas is being priced. This 
becomes all the more important in view ot 
the often repeated argument of fertiliser in¬ 
dustry that if feedstocks are made available 
to them at the prices prevailing in the gull 
countries, they can supply fertilisers at in¬ 
ternational prices. This argument has an ele¬ 
ment of legitimacy to the extent it relates to 
supplying naphtha and fuel oil (tradable 
feedstocks) at their import parity prices, bui 
it cannot be extended to gas, which is essen¬ 
tially a non-tradable feedstock. If the 
resource endowment of a countrs' is poor 
and the investment cost higher, gas cannoi 
be priced at a level at which it is available 
in the gulf countries. But the lertiliser 
industry's grudge, however, is not against 
naphtha or fuel oil, it is precisely again.si gas 
It feels that gas is priced very high in India, 
which raises their cost of production sharply 
resulting in large subsidy in government's ac¬ 
count. G V K Rao Committee (GOI, 19871 
also made a similar observation stating thai 
“prices of inputs like naphtha or gas are con¬ 
trolled by the government. The cost of one 
unit of naphtha/gas in the UAE/Saudi 
Arabia is about 30 cents per unit. It is $I.(K) 
in the US and about 54.00 per unit in India 


Tabi l 4: Ex-SttiraliL (Bombay) Prills oi Naphtha and Fin i On 

NON-FhRTll.ISLR Usi 


I OK Fl KTII ISI H AND 

(Ri/tonne) 


Date 


Naphtha - 



Fuel Oil 

Kano 

(FU/NFU) 

FU 

NFU 

Kal ID 

(FU/NFU) 

FU 

NFU 

1.3.1975 

586 

1000 

0.59 

NA 

683 

_ 

14.7.1975 

586 

1012 

0.58 

NA 

763 

— 

1.12.1975 

5% 

1012 

0 59 

NA 

883 


1.3.1978 

596 

1012 

0.59 

NA 

889 

— 

17.7.1979 

596 

2482 

0.24 

829 

1209 

0.69 

8.6.1980 

1071 

2692 

040 

829 

1859 

0.45 

13.1.1981 

1380 

2800 

0.49 

1040 

2190 

0.47 

18.3.1983 

1723 

2792 

0.62 

1274 

2524 

0.50 

17.3.1985 

1982 

3211 

0.62 

1320 

2903 

045 

20.3.1987 

1912 

3211 

0.60 

1320 

2903 

0.45 

24.8.1991 

2725 

4415 

0.62 

1815 

3992 

0.45 


Notes: (I) Prior to 17.7.1979, there was no separate price for fuel oil fo'r fertiliser use. 

(2) There is no separate price for natural gas for feriiliser use. 

(3) FU: Fertiliser Use; NFU: Non-Fertiliser Use 
Sources: (I) Fertiliser Statistics, 1989-90. 

(2) The Economic Times, July 25, 1981 (updated). 


If inputs are priced in the same manner as 
in other countries, it is not unlikely that the 
prices of fertilisers would also be priced dif¬ 
ferently. The higher price of raw materials 
enables the ONCC to show a proFit of about 
Rs 1,600 crore while about Rs 1,800 crore is 
shown as subsidies given to farmers for the 
supply of fertilisers. This is only a book¬ 
keeping exercise” (GOI, 1987; ivj This brings 
us to the next stage of enquiry, i e, is it the 
feedsiLKk supplying agencies (like ONGC) 
that are being 'subsidised' through some 
monopoly element in the pricing of these 
inputs? 

Looking only at the profits of ONGC, 
without going into its investment costs (of 
more than Rs 100 billion) and rates of 
return, and then comparing it with the fer¬ 
tiliser subsidy in government's account (as 
ts attempted by the G V K Rao Committee), 
IS patently an incorrect approach to examine 
the issue of lertiliser subsidy. Before sug- 
gcsiing fertiliser subsidy in government 
account and profits of ONGC as mere intra¬ 
economy transfer payments, one should 
examine the basis on which pricing of 
natural gas is done in India and whether that 
contains large elements of monopoly pro¬ 
fits A closer look in this direction reveals 
that pricing of gas in India has varied 
significantly over regions and for different 
types of users. This was mainly due to the 
different pricing principles adopted by dif¬ 
ferent working groups, for different regions, 
and .set up at different points of time. The 
recommended priees were revised from time 
lo time on almost adhw basis (sm Table 6) 
(Mehta, 1991). in May 1990, Kelkar Com¬ 
mittee on the pricing of natural gas submit¬ 
ted its report to the government, which is still 
under consideration. As per the reports that 
appeared in the press, the committee had 
estimated the cost of production of natural 
gas by applying two different methodo¬ 
logies: one, estimating its financial cost and 
the other its long-run average cost. The 
financial cost is calculated on the basis of 
expenditures shown in the accounting txxyks 
of ONGC for its entire operations and is 
reported lo range between Rs 1,470 and 
Rs 1,720 per thousand cubic metres for the 
sears I9K7-88 and 1988-89. The long-run 
average cost, on the other hand, is based on 
the production costs in India's South Basein 
and comes to roughly Rs 1,450 per thousand 
cubic metres. I his is understood to be work¬ 
ed out on the assumptions that the life of 
I he gas field is 20 years, of transportation 
system 25 years, of sweetening system 15 
years and exploration cost is recovered 
(amortised) over 20 years. It was, however, 
fell that the future production of gas will 
come from such fields that are likely to turn 
out costlier than that in the South Basein, 
Accordingly, the committee seems to have 
suggested a producer price of Rs 1,500 per 
thousand cubic metres to cover the long-run 
average cost of production of gas in India. 
This IS inclusive of the 15 per cent post-tax 
return on equity, which seems to be quite 
legitimate m an industry involving high risk 
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investments of very large magnitude and 
where all investments do not yield results. 
(In most of the developed countries, the rate 
of return on investments in this industry 
generally exceeds 25 per cent.) 

The capital investment for HBJ pipeline 
for transportation of gas is about Rs 18.8 
billion. Gas Authority of India (GAIL), 
which looks after this has worked out a price 
of Rs 1,037 per thousand cubic metres of gas 
transportation with a normal gas throughput 
of 18 million cubic metres per day, with an 
estimated throughput built up in about 8 
years. The Kelkar Committee seems to have 
deliberated on this issue also and felt that 
the existing rate of Rs 850 per thousand 
cubic metres would be adequate for en^ur- 


Tabi.e 5: Efi-fetTivt Rates oi Cusioms 
Duty (1988-89) 


Item 

Duty Rate 
(Per Cent) 

(1) All commodities 

52.4 

(2) All commodities except POL, 
rough diamonds, and imports 

against advance licences 

71.5 

(3) Basic organic chemicals 

96 

(4) Other basic organicchemicals 

127.1 

(5) Insecticides, fungicides. 

herbicides, etc 

14.2 

(6) Project imports—general 

90 

(7) Fiertilisers 

1 4 

(8) Phosphoric acid 

11 1 

(9) Ammonia 

05 

(10) Natural calcium phosphate 

nep 

(II) Sulphur 

neg 

(12) Project imports—fertilisers 

15 


Sourer. B N Goldar’s study under progress 
(Personal communication.) 


ing a reasonable return to GAIL. The con¬ 
sumers of gas in Gujarat (except the ones 
near the fall point of gas) and those along 
and at the other end of the HBJ pipeline pay 
the same transportation charges. This con¬ 
tinues to be a debatable issue and is keenly 
contested by the industrial units in Gujarat, 
who consider this as an anomaly when com¬ 
pared with the pricing of coal where the 
prices increase with the increase in distance 
from the pit. 

Thus, on the whole, it appears that the 
price of gas barely covers the cost of pro¬ 
duction. Gas prices in India lend to be high 
because of unlavourable geological factors 
and high investment costs for production 
and transportation. The other way to look 
at its pricing would be to compare it with 
the import parity of fuel oil, which is a 
tradable input and is the cheapest hydro¬ 
carbon that gas can replace. On this basis, 
Its price would come to about Rs 2,600 per 
thousand cubic metres [see Satish Chandran, 
1991]. Thus, on both counts, whether it is 
LRAC or the import parity price in terms 
of Its fuel oil equivalence, the resultant price 
of gas in India would turn out to be much 
higher. Both of these cost estimates arc 
essentially based on supply side economics 
But if one operates on the groundrules of 
demand side economics (which is generally 
desirable in case of a scarce resource), the 
price of gas tor fertiliser use m India is likely 
to be even higher as it has high opportunity 
cost, especially in the petrochemical and 
power sectors. To provide gas to fertiliser in¬ 
dustry at a price that prevails in the gulf 
countries, therefore, would amount to sub¬ 
sidising the gas industry in a big way 1 his 
would provide wrong signals to the con¬ 


sumers of gas and, thus, bring greater distor¬ 
tions in resource allocation all along the line 
It may be appreciated that reserves of 
domestic hydrocarbon are limited in India, 
and hence its pricing must reflect its true cost 
of production. The present prices of gas do 
not appear to have any elements of monopoly 
profits. The fertiliser subsidy in govern¬ 
ment's account, therefore, seems to be the 
price being paid for the existence of fertiliser 
industry beyond the norms of efficiency 
(being measured by the import parity price 
of fcriili.seis), at least at the margin 

Quite often it is argued that the govern¬ 
ment has followed a policy of ‘low input and 
low output prices’ to take care of small and 
marginal farmers on the one hand and poor 
consumers of grains on the other. Viewed 
from this angle, fertiliser subsidy would 
appear to be flowing to the consumers of 
fiHHlgrains. If it is so, question immediately 
arises why all sets of consumers are being 
subsidised? The public distribution system 
does not have any explicit targeting; it in¬ 
volves huge food subsidies that have crossed 
Rs 24 billion in 1990-91; suffers from large 
leakages amounting to about one-third of 
rice, wheat and sugar and about half ol edi¬ 
ble oil being distributed through PDS 
[Ahluwalia, 1991). Given these facts it ap¬ 
pears to be highly iniquitous and inefficient 
way of distributing subsidies in the system. 
This perhaps calls (or a reorientation of food 
policy Itself, making it more transparent and 
efficient and giving proper signals for 
resource allocation in the economy.^ This 
brings us to the other set of issues involving 
the question of economic efficiency in sub¬ 
sidising fertilisers. 

Ill 

Kfficiency (^ueistion 

One set of issues within ihe efficiency 
framework to cut down the quantum of fer¬ 
tiliser subsidy relates to efficiency m produc¬ 
tion, distribution and consumption of ferti¬ 
lisers while Ihe other .set would be in terms 
of various options (trade-offs) to achieve the 
goal of self-sufficiency in food with most ef- 
ricieni use ol resources. And it is m this latter 
context that one should examine whether 
subsidising fertilisers is the most erficicnt 
way to increase production of foodgrains or 
IS It higher investment in irrigation that may 
be more cost effective. 

EllltlFNCY IN PROOUC TION 

Perhaps Ihe best way to examine efficiency 
in production would be to estimate domestic 
resource cost (URC) of producing fertilisers 
on plant and product-specific basis. This is 
a major study m itself and is not undertaken 
here. But scanning through the available 
research available on this question, it ap¬ 
pears that about 70 to 80 per cent of the 
existing capacity of fertiliser industry in the 
country is economically viable proposition, 
as per Ihe standard norms of economic ef¬ 
ficiency For the remaining ones, some sort 


Tabu 6: Hisiohk al Prkesof Naturai Gas in India 


War/Period 

Oil India (OIL) 



ONGC 


Electricity Fertiliser 

Board Corporation 

Average 

Baroda 

Industries 

Kalol 

Industries 

Co-operative 

Milk 

(1) Up to 1973 

8.83(0.25) 42.38(1.201 

28* 

93 58 



(2) 

1974 

35.31(100) 42.38(1.20) 

46 

93.58 



(3) 

1975 

35.31(1.00) 150.06(4.25) 

106 

93 58 



(4) 

1976 

70 36 150.06 

138 

341 75 

1.37 17 

380 80 





to 382 15 

to 386 28 

4 421.2 







+ 6??o SC on 







sales lax 

(5) 

1977 

70 .36(2.00) .I50 0ft(4 25) 

144 

.351 



(6) 

1977/78 

70.36 


371.16 

1.36 26 

401 20 to 





to .382 15 

to 386.28 

421 25 4 







6®/o SC on 







sales lax 

(7) 

1978/79 



504(f/' 

1.36.26 

434 4 






to 504 0 

+ 6*^ SC on 







sales las 

(8) 

1979/80 



504^' 

310 

429.23 4 7«.’i. 






to 504 

Sr-E6»/ii sc¬ 







on sales tax 

(9) 

1980/81 



504 @ 

310 to 504 

454 99 

(10) 

1981/82 



504 Ctf 

310 to 741 

482 27 

(II) 1982 onwards 


504® 

2095 to 2160 

511.20 


(12) 1987 onwards 1400 


Notes: Figures in brackets represent Rs per ’(XX) feet 
• Ftor 1973, SC^ Surcharge, @ Prices not changed due to court case. 
Source: Mehta (1991). 
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of retronuing and revamping will have to be 
done to bring them closer to acceptable 
norms of efficiency. The plants that ate often 
suspected of their economic viability basical¬ 
ly form a small group in the public sector 
comprising of HFC Barauni, HFC Durga- 
pur, RCFL Tbombay I, FCI Gorakhpur, FCI 
Ihlcher and FCI Ramagundam. The other 
area of non-viability appears to be the ad¬ 
ditional capacity in fertiliser industry within 
the existing parameters of costs and prices. 
Efficiency in investment decisions in this sec¬ 
tor would be largely governed by make-buy 
options. And again, for this type of analysis 
computation of DRC or effective rates ot 
protection (ERPs) becomes essential. 

The estimation of DRCs or ERPs depends 
heavily on the international prices of fer¬ 
tilisers, not only as they existed in the past 
but also as they are likely to prevail in future. 
It, therefore, becomes essential to watch the 
global fertiliser scenario and project their 
international prices, demand and supply 
conditions for the near future. If world 
prices are likely to decline, it calls for a go- 
slow policy for investment in new projects, 
and vice versa. The only reliable .source for' 
this type of information on world demand 
supply and prices of fertilisers, perhaps, is 
the regular reviews being carried out by thc 
World Bank/FAO/UNIDO/Fertiliser Work¬ 
ing Group in Washington. The group main¬ 
tains a country wise profile of the capacities 
of fertiliser plants and mines. Fertiliser 
demand'is estimated at regional level on a 
'Delphi' principle, while individual country's 
contribution to the regional demand is 
calculated on the basis of different methodo¬ 
logies including trend projections, econo¬ 
metric modelling, agriculiural programmes 
and sales forecasts (Constant and Sheldrick, 
1991]. The projections ol the group as 
reported in Constant and Sheldrick |I99|| 
reveal that world nitrogen consumption is 
likely to tncrease by about 1.6 per cent pei 
year (on average) through 2000, Irom its ex 
isting level of 79.6 million tons N in 1988-89 
About 80 per cent of new demand will take 
place in the developing couniiies of the far 


east and socialist Asia. On the supply side 
of nitrogenous fertilisers, it is expected that 
most of the new ammonia and urea capacity 
in the next five years will be built in the far 
east and soctalist Asia. Up to 1992-9.1, the 
nitrogen supply situation is likely to be tight 
but in 1993, there would be a short peaking 
in the surplus as several new plants come on 
stream’in the far east. China is likely to 
remain the largest importer and USSR the 
largest exporter of nitrogen through 2()00 
The consumption of phosphate in the 
world is likely to increase by 1.2 per cent per 
annum through 2(XX), from its existing level 
of 38 million tons in 1988-89. The largest 
chunk of additional demand would come 
from the countries of the far east, while the 
US ts likely to retain its competitive edge in 
Its exports, despite expansionist plans of 
Morocco and Jordan. On the other hand, 
potash consumption is likely to go up by 0.5 
per cent per annum through 2000, from its 
existing consumption level of 28 million tons 
in 1988-89. The existing surpluses in the 
potash market arc expected to decline as no 
new capacities arc coming on stream in the 
next few years ( anada and USSR are likely 
to remain the largest exporters and the far 
ea.st, socialist Asia and Ijitin America as the 
main importing icgions 
The net result of these demand-supply 
scenarios on their prices is presented in 
Table 7. In sum, over the next decade, ferti¬ 
liser prices in real terms (at constant 1990 
dollars) arc likely to increase somewhat from 
thnr 1990 levels, but will still remain below 
their 1985 levels The prices of phosphate 
rock, e g, are exix.x'ted to increase from $40.9 
per ton in 1990 to $44.2 per ton m 2000, but 
will be lowei than their 1985 level of $48 3 
Over the same period, 1990 to 2000, the 
prices of urea are expected to go up from 
$154.9 to 171.7 per ton but would remain 
lower than their 1985 level of $194.4; TSP 
puces are likely to increase from $126.9 in 
1990 to $164 per ton m 2000; ot DAP from 
$170 to $204.6 pel ton and of potash from 
$97 to $101 per ton ovet the period of 1990s. 
However, it is iiilcresting to observe that 


despite these expected increases during the 
1990s. the price levels of fertilisers in the year 
2000 arc likely to be somewhat lower than 
their corresponding prices prevailing in IMS, 
at constant 1990 US dollars (see Thble 7). 
This fact is likely to have an important bear¬ 
ing on the make-buy decision of India with 
respect to fertilisers such that a more rational 
allocation of resources (with efficiency 
perspective) can be obtained. 

1:1 i U It Nt Y IN DISI KIBt) HON AND 
CONSUMKTION 

On the distribution trout, it may be noted 
that rapid increase in the consumption of 
fertilisers in India is now straining the 
disinbution network to the point where a 
major investment is called for in infrastruc¬ 
ture and bulk handling of fertilisers. Other¬ 
wise, efficiency in distribution, in terms of 
cost effectiveness with timeliness, cannot be 
achieved Today, fertilisers have to be distri¬ 
buted from a few points (production or im¬ 
port points) to about l,80,0(X) retail sales 
points covering about half a million villages. 
About 500 million bags (of 50 kg each) have 
to be moved yearly into a market that is 
highly seasonal. The railways are finding it 
hard to cope up with the demand and, as 
a result, their share in total shipments at the 
first stage has declined from 90 per cent in 
the mid-1970s to well under 70 per cent now. 
The average distance travelled by each bag 
has increased from 850 kms to about 1,100 
kms over the same period. In early 1970s 
railways used to accept even single wagon 
loads (22 tons) for transportation, but now 
they accept only full train loads (2,200 tons) 
to major rail heads, so-called block l^cl 
movements. This creates problems at the 
unloading points due to the absence of pro¬ 
per infrastructural facilities. Similar problem 
exists on the storage front, where the existing 
capacity is falling much short of the needs. 
This calls for higher investments related to 
not only the logistics of fertilisers in terms 
of hulk handling but also for substantial in¬ 
creases in storage space for achieving higher 
levels of efficiency [see Lacroix, 1990 for 
greater details). Besides, tnere is need to ex¬ 
amine in detail whether the regulated 
distribution of fertilisers has any sound 
economic basis to minimise the transporta¬ 
tion costs. 

The question of efficiency in the con¬ 
sumption of fertilisers brings us to the field 
of output response to fertilisen at crop- and 
region-specific levels, as also specific to the 
very level and mix of fertiliser consumption. 
The evidence of research in this area is not 
very definitive, and varies a great deal across 
crops and regions. But overall, it appears 
that response is higher at lower levels of 
consumption and tapers off quite fast as the 
dose of fertiliser consumption is increased. 
This seems to be particularly true when only 
nitrogenous fertilisers are being used. But 
as phosphatic fertilisers are combined with 
nitrogenous ones, response of output drama¬ 
tically increases even at higher levels of fer- 


Txbii 7; FiKriiisik Pric t. Fork ASt in 1990 

» {US S) 


Year 

Phosphate Rock 

Urea 

TSP 

DAP 

Potash 

1985 

48.3 

194.4 

173.1 

241.0 

119.8 

1986 

41.2 

128.9 

146.2 

I86 0 

83.0 

1987 

40.6 

127.9 

151 4 

190 7 

75.7 

1988 

36.9 

159.1 

162.6 

201 6 

89.8 

1989 

41.9 . 

1.35.8 

147 9 

177 4 

101.5 

1990 

40.9 

154 9 

126.9 

170 0 

97.0 

1991 

41.9 

165 7 

136.5 

176 4 

98.4 

1992 

43.1 

173 .3 

143.3 

185 4 

98.4 

1993 

42.6 

173 3 

148 4 

190.4 

98.4 

1994 

42.5 

178 3 

152.9 

1%.I 

99.4 

1995 

43.5 

180.2 

164.7 

202 5 

100.0 

2000 

44.2 

171.7 

164.0 

204.6 

lOl.O 

2005 

44.3 

164.7 

169.4 

207 2 

101.2 


Notes: Phosphate Rock prices are that of 70 per cent BPL Rock, Urea prices are of Bagged, 
FOB NW Europe: TSP prices are of Bulk. FOB US Gulf; DAP prices are of Bulk, FOB 
US Gulf; Potash prices are of Bulk, FOB Vancouver. 

Source: Constant and Sheldrick (1991). 
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tiiiier consumption. These findings, to the 
extent they are empirically sound, have two 
important implications for efficiency in fer¬ 
tiliser consumption: one, that fertiliser con¬ 
sumption in low-use areas may be increas¬ 
ed; and two, which is more important, that 
farmers need to be educated and policies for¬ 
mulated to promote the use of proper mix 
of fertilisers that can bring them much 
higher returns and simultaneously attain 
higher levels of efficiency in fertiliser 
consumption. 

TradeOF t- between Ferih islr Subside 
AND Irrigation Investmeni 

It would be appropriate to ask at this 
juncture whether subsidising feriiiiscrs is 
more efficient a way to increase foodgrains 
production or it can be attained through in¬ 
vestment in irrigation. It may be clarified 
here while fertilisers and irrigation as inputs 
are basically complementary to each other, 
the resources being spent for subsidising fer¬ 
tilisers or for investing in irrigation can very 
well be competitive. And it is in this latter 
context that one is talking of efficienc'y in 
resource allocation to achieve the desired ob¬ 
jective of raising foodgrains production. 
There are a few studies (like Qui/on, 198.^; 
Rarikh and Suryanarayana, 1989; Ciulati and 
Sharma, 1990], which reveal that the elastici¬ 
ty of foodgrains output to irrigation is much 
higher than that to fertilisers, and also that 
the investment in irrigation is more superior 
to subsidising fertilrsers from the point of 
view of raising foodgrains production, and 
equity in its distribution. The latter conclu¬ 
sion heavily hinges on the cost of irrigation. 
In Quizon’s study it was taken as Rs I8,7I.T 
per hectare at 1980-81 prices for major 
and medium schemes, while in Parikh and 
Suryanarayana's study it was taken as 
Rs 10,000 at 1989 prices The cost ol 
Rs 10,000 per hectare seems to be quite low, 
but the authors maintain that their results 
do not change signiricanily even at Rs 20,000 
taken as the cost of irrigation per hectare 
Although there is need for further research 
in this area, the tentative results do suggest 
if objective is of increasing foodgrains pro¬ 
duction (for food security rca.sons) invest¬ 
ment in irrigation appears to be more effi¬ 
cient an approach than subsidising fertilisers. 

IV 

Cunrluding Krniarks 

Fertiliser subsidy that is threatening to 
touch Rs 60 billion in the year 1991-92, seems 
to be creating fiscal imbalance in the central 
government budget. It has compelled the 
policy-makers to examine the rationale of ns 
ever increasing size iq the present environ¬ 
ment of resource crunch. Our analysis in this 
field reveals that the ‘economic' subsidy on 
fertilisers to cultivators (measured as the dif¬ 
ference between the import parity price and 
what farmers Actually pay) is about half of 
what is delineated in the budget documents. 
The other half goes to fertiliser industry in 


terms ol the price for its existence beyond 
what the norms of efficiency would permit. 
That raises the basic question of evaluating 
efficiency (not technical, but allocative) in 
the production of fertilisers vis-a-vis the op¬ 
tion of imports. For this a comprehensive 
exercise estimating DRCs and EPRs on plant 
and product-specific lines is suggested. It is 
perhaps only through this type of an analysis 
that one can identify the plants that need 
retrofitting or revamping to come to accep¬ 
table norms of efficiency. This can provide 
an idea of the extent to which fertiliser sub¬ 
sidy can be reduced while simultaneously 
achieving higher levels of efficiency in 
resource use. The other way perhaps would 
be to raise farmers' price. This would 
necessitate either an increase in the output 
prices or iiivesimeni of that increased 
revenue in iirigation. Increasing output 
prices would call for a reorientation of the 
cheap food policy, making it more sharply 
targeted. Investment in irrigation is likely to 
have better impact both in terms of growth 
ol output ol foodgratns as well as its 
distribution through its entploymetu effect. 
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Fixing Agricultural Prices: Issues 
and Experiences 
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1989; pp ix + 544, Rs 150. 


I 

Cunfmnlation on Priors 

THE recent years have witnessed a noticeable 
rise in the news-worthiness of agriculiural 
prices. They get into headlines either because 
of farmers’ agitations or economist’s giooniy 
predictions of spiralling inilation fed by us¬ 
ing food prices or tall promises by the pai- 
ties in power—when they arc in ihc grip ol 
a populist mood which is often—on the 
remunerative prices and more for agri¬ 
cultural produce. Not many might be aware 
outside the circle of agricultural economisis 
that until almost the beginning of green 
revolution in the mid-W’S the mam ansicty 
of the policy-maker regarding agricultural 
prices was to keep them down in the interest 
of urban consumers and industries. Iheie 
was a measure of overlap between this 
perspective and a set ol intiueniial 
hypothe.sA held bv academics that the 
response of traditional farmers lo price 
changes was weak and could even be 
perverse. These hypotheses began to crum¬ 
ble in the 60s under the weight ol extensive 
empirical investigations on the role played 
by prices in area changes under diticicni 
crops and substitutions among them li 
became'increasingly clear that the image ol 
the traditional farmer as one averse to 
change and market calculus needed a caferul 
review. Far more shattering than the em¬ 
pirical findings of rcscatchers was the rapid 
rise in the production ol wheat and later in 
rice in the wake of green revolution. It 
demonstrated that the tanners not only 
responded decisively to puce ineentives but, 
more important, that they could niastci a 
new technology with ama/ing speed An im¬ 
portant component of the gieen revolution 
strategy was the institutionalisation ol a 
growth oriented agricultural price policy in 
the form of Agricultural Prices Commission 
(APC) (now Commission tor Agricultiiial 
Costs and Prices (CAP)) to recommend sup¬ 
port and procurement prices from season to 
season ba.sed on monitoring of changing 
market-cum-tcchnology env ironment lor 
different crops and the Food Corporation 
of India (FCI) to carry out the related ac¬ 
quisition and release operations in the field. 

The next cptsode in the story ol agri¬ 
cultural prices began with the emergence of 
farmers’ organisations with considerable 
political clout in a number ol areas during 
the 70s. This was not a fortuitous event but 
was part of the process of transition of green 
revolution and similar areas of rapid 


ugnciiituiul giowih towards vapiialisi 
farming based on laige and lumpy invest¬ 
ments, intensive use ol modern inputs and 
glowing market nexus fhe interesting poiiil 
lo note IS that the growth policies ol the 
governmcni, enormous public invesinienls 
and a host of protective measures lormed 
a major lacloi — if not the decisive thrust--; 
behind the emergence ol pockets ol capilalisi 
farming 1 hese pockets pros ided congenial 
conditions loi the larmers' organisations to 
become a lormidable lobby to promote 
tlietr (I e, capitalist larmers') interests, 
‘Remunerative Puces’ was then lallying call 
lor agitations lo secure a wide charter ol 
demands Success followed success lo 
enhance the si.iiuieol farm lobby to its pre¬ 
sent status ('I a powerful inllueiice on the 
government's price and related a.t’iiciillural 
pellicles 

Researchers have taken keen iiiieresi m 
siiidying the growth ol pressure groups seek¬ 
ing to influence agricutluial prices \ke give 
below two perceptive obseivations to in¬ 
dicate their active role in the agricultural 
price arena Ivagi in his incisive anaivsis ol 
'class tiias' comes to the cone lusioii th.it "At 
the lime ol independence India not onlv in¬ 
herited a compleielv exhausted agriculture 
but also a salary structure in the sceondarv 
and ternary sectors that was unreasonabi, 
high lot the Indian ecoiioiiiv and, above all. 
a norm tliai would polilv the acceptance ol 
onlv years ol low larm piues as normal 
One would natuiallv expect not only the 
trade unions but also the bureaucracy lo 
prevent aiiv leveisal in puce policv 
Industiialisation policies which were in¬ 
itialed allei independence also demanded 
that larm prices remained in check because 
the growth models underlying these in 
dustrialisaiion policies rested on the beliel 
that highci ''piofils” are a pre-condition lor 
higher invcsimcni The mam objective of 
the price |wilicy which was pursued soon 
alter independence was one of pi ice 
stabilisation m order to keep the cost of liv 
ing in check” lyagi makes a pointed 
reference to impoii ol loodgrains on a 
“massive scale" during the period 1951-52 
to 1964-ti5 and their distribution at “prices 
lai belov/ the open market". He notes that, 
as a result, farm prices could not go up even 
when production stagnated |Tyagi, 1979). 
There has been a major change in the scene 
in the last, about a decade and a half. 
Dantwala, writing in 1990, is alarmed by 
’’intrusion of politics” which, in his view, 
“has .shaken the very foundations” of the 


REVIEW ARTICLE 

methodology of estimation of cost of pro¬ 
duct ion ol agricultural crops. His reference 
is lo ihe iccenl decisions of the government 
ol India with regard to inclusion of a com- 
poMcni to cover management input and 
valuation ol labour According to him, “it 
IS obvious ilui the strong pressure to revise 
the mciluiclology of ihe cost of production 
ol slops IS loi Ihc benefit of big farmers and 
uoi loi the benefit ol the entire farming 
comnuuiiis, niueli less lor ihe benefit of the 
people living m rural aieas” (Daniwala, 
19901 

I ookiiig .iliead, il is easy lo see that con- 
lliclmg polilicjl pressures on ihe governmcni 
in lelaiion lo agi leuliui jl ptices are likely to 
become moie w idespread, recurrent and in¬ 
tense in Ihe yeais lo come The present 
urban aitd laintei lobbies cover only the 
lel.ilivelv beliel oil and organised parts of 
producers anil consumers As the fionlicrs 
ol poliltctsaiion mevve oui. major changes 
could occur in the si/e and sirengih ot 
pressure groups and the manner in which 
they operate. An intcresimg possibility is that 
just as ihc major policy and resource-cum- 
investmcni thrust lor green levolution in the 
6(K and 70s led to the emergence of political¬ 
ly viable tarmei lobbies, ihe dccade-old 
strategy for removal ol poverty may be in 
the process of bringing mio being lobbies 
among the lower lural strata who derived 
only modest benctits - direct and indirect— 
Irom the green revolution gams jRao, 1988). 
Where politics dominaics, policies become 
delicate balancing ails haimomsing the con- 
Hiciing sectional claims into workable com¬ 
promises and lo accommodate within them 
the long-term objectives ol the economy and 
the interests of large and dispersed parts of 
society not having any lobbies to fighi for 
them Signiricanily, CA( I* has always main¬ 
tained that fixing of agricultural prices can- 
noi be done by applying a specific formula 
or model or by following a procedure which 
can be completely rouiiniscd. The following 
observation from one of its recent reports 
piovidesa revealing glimpse ol how CACP 
has 10 grapple wiih issues not quite falling 
in Ihe realm ol economic logic " allhough 
as staled earlier there ix no case for upward 
revision in the prices of kharil crops'on ac¬ 
count of rise in cost of production, increase 
in the prices of inputs or tiend in market 
puces, yet ihc commission is ol the view that 
an upward rcsision in the prices is called for 
because the repeated pronouncement made 
by the government since October 1989 ac¬ 
companied by sustained increases in the ad¬ 
ministered prices of kharif and rabi crops 
over and above those announced earlier have 
raised ihe Jarmers' expectations. If ad¬ 
ministered prices are not suitably adjusted 
upward, their enthusiasm in sustaining the 
tempo of growth in farm investments and 
agricultural output may get adver.sely af¬ 
fected” (CACP, 1990, emphasis added). 

The operational mechanism set up lo im¬ 
plement agricultural price policy—viit 
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CACP and PCi— has now been in existence 
for over quarter of a century. There should 
be keen interest among students, researchers 
and policy-makers in knowing about the 
lessons learnt over this period and issues 
which need attention for improving the 
system. The present moment seems lu he 
particularly appropriate for raising these 
questions. The current inflationary phase 
poses a paradox; According to an ohscrvei 
“the resilience in the economy was adequate¬ 
ly demonstrated when the severe drought ot 
1987-88. following as it did upon two 
relatively poor monsoons, did not lead to a 
sharp escalation in prices”. However, as the 
same observer finds, there was a marked 
change in scene in 1990. “1 he annual poini- 
to-point inflation rate based on ihe 
wholesale price index moved into double 
digits by September. 1990. The last tliicc 
months of the year did not show the 
expected seasonal decline in the prices ol 
agricultural commodities and by the end ol 
the year the inflation rate had reached nearly 
12 per cent. The real impetus for inllation 
was provided by the sharp increa.se in the 
prices of primary products derived from 
agriculture, by as much as 16.5 per cent over 
the year. This factor alone accounts lor 
nearly half of the total inllatum in wholesale 
prices. The adminrstered increases in the 
minimum support prices lor various crops 
have contributed signifuantly to this price 
increase. Another major lacior has been the 
sharp spurt in the pi ices ol edible oils and 
pulses due to our inahiliis lo impoit sufti 
cient quantities ol these essential com 
modities. The inflalioiiary spiral h,is been 
further accelerated by ihc nearly automatic 
indexation ol w ages and salai les with the in 
nation rate!’ “ The resilience m the economy ” 
was, apparently, short-lised! Moie woi- 
risome, the current inflaiion.ir\ spiral is oc¬ 
curring in an unlikely conicM “The coun 
try experienced the third eoiiscvulivc year ol 
good rainfall in 1990 and the agriculture sex. 
tor responded with a fuithei si/cabic 
increase in output” |I)aiia, 19911 The pm 
pose of this cxtensisc quotation was to il¬ 
lustrate the kind ol piiy/ling siiu.itions lac¬ 
ing those trying to undcistand the working 
and impact ol agnculiur.il price policy 
However, one point should be obsious, vi/, 
movements in agricultural prices have 
economy-wide rcpeicussions Paiticiilarly 
vulnerable aic the lowei siiai.i when iheie 
is persistent rise in agiicullural piices 
The book under rcsiew should be ol con¬ 
siderable help to the gioups iiilciesicd in 
understanding agricultuial puce police It 
contains a detailed and authoriiaiise account 
of the policy by two scholars hasmg long 
experience and iniimaic iiisigliis into both 
the forniulalion and impleiiientulion ol 
agricultural price policy. IKiiig the perspec¬ 
tive of analytical economics, the uuihois 
bring together an impressive range of inlor- 
mation and details to form a coherent 
description and assessment of price policy. 
As we touch upon only a few selected issues 
in this note, it would be lair to begin by 
giving a brief indication of the plan and con¬ 
tent of the book. The first three chapters in 


the book deal with the theoretical and con¬ 
ceptual aspects covering the rdle and func-" 
lions of the agricultural pri« policy in 
developing countries, different types of 
administered prices and their rationale and 
the distinguishing characteristics of agri¬ 
cultural pricing as compared to industrial 
pricing C hapier IV presents a review of re¬ 
cent researches on response ol supply lo 
prices, a topic ot critical importance tii 
understanding the stiatcgy and tactics 
employed hs .i growth-oriented price policy 
which .11 the s.inic tunc ssould like to keep 
the price rise in check The next chapter is 
devoted to sources and limitations ot dai.i 
used in agriculi ural pi ice policy analysis I he 
topic ol iiilia-scasonal price saiiaiions. 
which have undergone rapid modifications 
lollow’ing technological changes, is discuss¬ 
ed III C hapter VI C hapters VII to \ lorm 
the empirical coie ol the book coveiuig 
trends in cost ol production and terms ol 
lr,ide. application ol dilfereiil criteria loi lis 
ation ol puces and evolution ol agricultuial 
price policy since independence Particulai 
mention needs to be made ol the detailed 
discussion in the book ol non-piice pol.cy 
issues falling m Ihc area ol instilulional and 
technological suppott lo make price policy 
more elicctivc (Chapter XI) and weaknesses 
in market inliasiruclure (Chapter .\ll) The 
last chapter (( hapter XIII) deals with the 
lood management policy as an integral part 
ol the system ol adminislered prices, pro 
curement and distribution. The second cdi 
lion ol the hook, on which this note relics, 
has a posisciipl updating the perspective 
up lo the late 80s. More important, accor 
dihg to the autliois, they Icit the need for 
a second edition to take note of implications 
lor agricultural price polic 7 —particularly lor 
long-term policy—ol recent developments in 
macro-economic policies including long¬ 
term liscal policies 

[he puipose ol ihis note is lo present a 
biiel assessment ol the agricullural price 
policy III the lorm ol a lew' broad lessons 
winch, in our view, could be drawn from the 
esperience so far This is done in Section II 
In the light ol these lessons. Section III 
outlines a lorinulaiion lor reoncnlation and 
adjtisinieni in the policy in the light ol the 
prevailing and emerging context of Indian 
economy Such formulations depend on the 
characterisation ol the larger socio¬ 
economic system with which one starts. 
What wc present is an illustrative formula¬ 
tion based on an “optimistic” characterisa¬ 
tion, moic to piovoke discussicm than as a 
prescription 

II 

I’rioo I’olioy: A Rt-viow of 
Kxperiencfs 

In this and next sections, the quotations 
given without source are from the book 
under review; sources are indicated in'the 
case of others. In considering the experiences 
of agricullural price policy, the crucial date 
IS the mid-60s which marked the beginning 
of a positive and purposive policy with a 


clear focus on supporting growth, oont^i- 
ing price rise and protecting consumen. *lb 
quote from the b<x>k, “The ofndal price 
policy statements for the period prior to the 
setting up of the Agricultural Prices Com¬ 
mission were best described by Dandekar as 
follows!’ It is well known that these 
statements are a junk of meaningless ver¬ 
biage with little operational content 
(Dandekar, t968|. The experiences since the 
mid-60s have been mixed. The results have 
been outstanding in certain crops and areas 
but negligible in others. The contending lob¬ 
bies have lound the policy far from satisfac¬ 
tory though; obviously, for diametrically op¬ 
posite reasons, in a lighter vein, this 
dissatisfaction on both the sides could be 
construed as presumptive evidence that the 
policy tilted towards neither and, in Ihis 
sense, succeeded in maintaining balance bet¬ 
ween the two' Meanwhile, pressures have 
been building up in the la.sl year or so for 
major changes in the methodology for com¬ 
putation ot costs. The recent decisions of the 
government of India, particularly those 
relating to compulation of wages and inclu¬ 
sion of management costs, have evoked 
sharp reaction from the academic circles. 
The government even considered it expedient 
to arrange for holding a na'tional seminar 
in March 1991 for a thorough discussion of 
the issues in dispute. It is to be expected that 
when the Comprehensive Agricultural Policy 
gets lormulatcd it could have many relevant 
implications for re-orientalion of price 
policy. Considering the possibility of wide- 
ranging policy changes, it seems prudent to 
look at the experiences to be reviewed par¬ 
ticularly with a view lo locating critical 
shortcomings and gaps Wc find it conve- 
niciii 10 jriange the review under three 
headings, (i) Price Fixation, (ii) Crop-wise 
Lixpericnccs, and (iii) Agriculture-Non- 
Agriculture italanee 

PRIC L l-IXAl ION 

Ihc iiiilial steps laken bv ihe APt for 
fixation of prices were riithci hesitant and 
leniaiivc. An absorbing account of the com¬ 
plex problems faced in fixing prices is given 
by M I Daniwala, the first chairman of 
APC, III his technical address delivered to 
Ihe inaugural sc.ssion in December, 1965 
(Daniwala, 1966). He found that estimation 
of equilibrium market prices was a decidedly 
impractical guide to depend on. However, 
he adds “But, perhaps there is no need to 
adopt such a perfectionist stance. It should 
really stillice il it can specify a range wiinin 
which Ihe ex-post realist prices might move, 
and the system can still be “balanced and 
integrated”. In fact, operationally also there 
seems to be no choice but lo opt for a range'* 
(Dantwala, 1966]. At the end of Ihe first 
year, according to Dantwala, “a distinct 
outline of a positive price policy has emetged 
during the last one year... the government 
now stands firmly committed to the policy 
of guaranteeing minimum support price for 
a Iarg6 number oY agricultural commodities 
(at which) the government will buy all quan¬ 
tities offered for sale... The government has 
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■ho accepted the responsibility of iiuuniain- 
ing a system of public distribution of 
foodgrains through fair price shops, infor¬ 
mal or fonnal rationing (for restraining price 
rise)... though the range approach ha.s now 
been accepted, the fixation of the minimum 
and the maximum points of the range is still 
made on an ad hoi basis. It should now be 
oUr efforts to progressively impart a more 
scientific basis to the determination ol the 
lower and upper points of the range” 
[Dantwaia, 1966). 

Over the years, the concern of agricultural 
price policy has been much more with the 
lower point than with the upper, let us 
quickly get the upper point out ot our way 
“Over and above this (vi/, public distribu¬ 
tion of foodgrains to check price rise), 
statutory maximum prices arc declared lor 
certain crops in several stales; but as we 
know the enforcement of the ceiling limits 
has not been quite successful” [Dantwaia, 
1966], After a decade and a hall, in I9KI, 
Dantwaia found little progress in concep¬ 
tualisation of maximum prices "Com¬ 
pulsory procurement has to be at below the 
prevailing high market prices. How much 
below the market prices'' The answer 
depends upon some linked policy decisions 
and even with the best ol iniention and com¬ 
petent analysis would remain controver¬ 
sial .. In any case, as there is no levy ai pre 
sent all these are academic issues” 
(Dantyvala, 1981 j. 

In'comparison with ihc upper point, the 
fixatioh of lower point has received lar more 
operational attention in policy A conse 
quence has been that the Itxaiion ot support 
prices has given rise to continuing and lively 
discussions in the academic circles. F-s- 
cluding those who oppose any tinkering with 
prices by the government, the others would 
concede that the cost of production should 
have a major role to play in fixing minimum 
prices. Farmers are price-takers m iriarkeis 
with wide- and, often, wild-swings in prices 
between .seasons and across years. Also, an 
assurance on prices adequate to cover costs 
is important as an aid to tanners lo adopt 
technological change However, those who 
accept cost of production as a base tor fix¬ 
ing support prices often ditter in the variant 
of cost they regard as appiopnate tor this 
purpose—minimum cost, average cost, bulk- 
lime cost, etc. As regards CACf’, "The com 
mission is generally guided by the average 
cost... in the main commodity producing 
states. The basic rationale for using the 
average cost of production as the critciion 
is that it would induce the farmers to im¬ 
prove their efficiency alSd would discourage 
production in inefficient farming areas and 
on inefficient farms.” 

The actual fixation of prices is far more 
complicated than taking a decision on the 
variant of cost to be used. The government 
of India has been suggesting from time to 
lime criteria which CACP may keep in mind. 
The list given in the book includes the 
following: 

(I) Cost of Production, (2) Risk Factor, 
(3) Change in Input Prices, (4) Market 
Prices, (5) Demand and Supply, (6) Effect 
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on Industrial Cost Structure. (7) Effect on 
Cost of Living, (8) Effect on General Price 
Level, (9) International Market Price Situa¬ 
tion, (10) Parity Approach:''(a) Inter-crop 
Price Parity; (b) Input-Output Price Parity; 
(c> Parity between Raw Material and Finish¬ 
ed Product Prices, and (d) Parity between 
Prices Paid and Prices Received, (II) Trend 
Approach 

Two points arc worth noting in the list. 
First, the objectives sought to be achieved 
eould be connicting, e g, allowing demand 
and supply to innuenec agricultural prices 
(criterion .“i) could conflict w ith criteria I and 
f» to 8. Second, the weights attached lo dil- 
fcrcnl ciileria by the different sections in Ihc 
society allevicd by-rhc agricultural prices 
would not be the same 1 his could lead lo 
divergent peiccpiions and, even, confronta¬ 
tion silualionv on the issues (vl agricultural 
price policy li is these real-world complex¬ 
ities typical ol heterogeneous societies which 
makes the task ol tixmg agricultural prices 
a delicate balancing act closer to a skillul 
an than lo a mechanical operation of ap¬ 
plying set tormula f his is all the more true 
when one considers that the price fixing 
exercise is undertaken with inlormalion and 
data marked by gaps, delays and errors. By 
wav ol an illustration, the book cvbserves in 
relation to cotton “to improve the overall 
dex'clopment ol the cotton industry, there ts 
an urgciil need lor improvement in resjiect 
of quality and timeliness ol the statistics 
which form the basis lor policy decisions 
As a result of the lack ol liiitmess in crop 
estimates and in the carry-ovei sUKk, market 
prices lluctuaie more than is warranted by 
the leal demand and supply situation 1 he 
lack ol lirm and timely estimates adversely 
allects iioi only the puichase policy ol ihe 
CC'I, but also the income ol the larmeis It 
IS unloilunaie that so little has been done 
lo impunc the inlormalion base and iimelv 
release of crop estimates and estimates ol 
carry over stocks” 

It IS necessary to meniion heic the two 
broad stages in the lixaiion ot puces, flic 
fust stage commences m C'AC.'I’ and ends 
with Its recommendations 1 he second stage- 
covers then consideialion and accep 
lance'modilicaltoii by the govcinment The 
rationale ol the two stages, as we see it, is 
that It provides room (or holh objective 
assessment by expeiIs o/irf compulsions ol 
competitive—and populist—polities typical 
ol dcmoeracies lo influenec fixation ol 
prices Both the elements arc essential in a 
system of pi ice fixation in Ihe sense that only 
their efieclive c ompleincntalion would lead 
to woikable compromises between the long¬ 
term objectives and the short-term needs and 
betwex-n the larger systemic goals and the 
sectional claims generating cumulative 
stresses and strains. 

ft is necessary to mention that we have 
described the C'ACP and the government in 
terms of two non-overlapping stereotypes— 
one representing the objective and long-term 
considerations and the other the populist 
and short-term needs. This is only for con¬ 
venience of description and to bring out the 
characteristic roles the two stages are ex¬ 
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pected to play in the fixing of prices, tifr a 
short while in (he mid-80s, the CACP was 
enlarged to bring in farmer members in ad¬ 
dition to experts. More recently, the CACP 
has reverted back to being a body of ex¬ 
perts and a new body representing farm 
interests—Standing Advisory Committee 
(SAC)—has been constituted tO advise the 
government on all aspects of agricultuiai 
policy As we write these lines, the new body 
stands dissolved and one does not quite 
know how and why! The world, on occa¬ 
sions, can indeed get disconcertingly 
dynamic! Wc take these twists and turns as 
indicative of experimental moves to improve 
the complementation between the two stages 
mentioned above, each one of which is as 
essential and legitimate as Ihe other. Recent¬ 
ly, Sen has made the interesting suggestion 
that CACP should be a "quasi-judiCial” 
body to "adjudicate between often conflic¬ 
ting interests of big farmers, small farmers, 
agricultural labourers, agro-industries, 
traders, consumers and exchequer... It 
should bo Iree and seen to be free from 
pressure by the government of Ihe day. Its 
location should be either the cabinet 
secretariat or Planning Commission instead 
ol any functional ministry like agriculture..!* 
[Sen, 1991). Presumably, Ihc idea is lo make 
IIS recommendations binding on all the par¬ 
ties While experimentation and fresh think¬ 
ing arc welcome, it is important to have an 
institutional arrangement which is stable, 
woikable and free Irom Irequcni changes. 

t KOI’wist I M'l Rll NtL.S 

In assessing the impact of support prices 
on Indian agriculture, it is necessary to 
distinguish between ihcir developmental role 
and puicly subsidisation role. In American 
and west European agriculture, the policy is 
niolivaled piimarily by the purpose of pro¬ 
viding subsidies to a relatively .small sector 
in the economy which ought to shrink given 
the underlying supply and demand condi¬ 
tions but which continues to produce huge 
surpluses. In India what ts of utmost impo^ 
lancc IS Ihc developmental role whitm 
depends not so much on the direct impM 
ol prices on farmer’s receipts but on the 
stimulus they provide to growth, tech¬ 
nological change and modernisation in 
agriculture. To quote Raj Krishna’s felicitous 
description: “The transformation of tradi¬ 
tional agriculture is primarily a techno-' 
utganisaiional episode; Ihc transformation 
cannot be biought about only or mainly by 
price movements. However, the techno- 
organisaiional effort can be retarded or ac¬ 
celerated by price movements. Favourable 
price movements can speed up the diffusion 
of innovations, the ab.sorplion of new in¬ 
puts, Ihe utilisation of the idle capacity and 
even institutional adjustments. Unfavourable 
price movements can slow down or arrest all 
these processes” [Raj Krishna, 1%71. A 
point which remains implicit in Raj 
Krishna’s description and which is par¬ 
ticularly relevant to note in the Indian con¬ 
text is that even when the price movements 
are favourable their outcome would depmd 
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on the overall policy and market environ¬ 
ment for development of agriculture. If these 
have serious shortcomings, the price policy 
would be infructuous. 

The success story of green revolution in 
wheat and rice is now well-documented. The 
careful meshing in of price support, adap 
live research, irrigation extension, spread of 
new s^rieties and modern inputs, infrastruc¬ 
tural improvements and elfective arrange¬ 
ments for procurement and distribution pro¬ 
duced a scenario close to the bright side ol 
the picture sketched by Raj Krishna. Areas 
of relative rural affluence with low levels ol 
poverty arc convincing evidence of activa¬ 
tion of developmental processes in which 
price support played a crucial supporting 
part. Researchers have expressed anxiety on 
two counts: rising costs and environmental 
damage (Nadkarni. I988|. On the point ol 
costs, the book cautions: “the rising cost ol 
production at current prices and the almost 
constant cost of production at lixed input 
prices could be largely attributed to rapidly 
rising prices of inputs and slowly rising levels 
of prc^uctivity. . The rising cost of pro¬ 
duction, if not checked, would make the 
cereals economy a high-cost economy From 
the point of view of both domestic demand 
and export demand, it is important that the 
cost of production is reduced significantly 
by increasing the efficiency of input use!' 
However, the more recent studies done in 
CACP have not borne out these tears about 
high-cost cereal economy In tact, Sidhu in 
his presidential address to the 5()ih Annual 
Conference o.f the Indian Society ol Agii 
cultural Economics, held m December 1990, 
makes a pointed reference to the decline 
observed by him, in real terms, in the cost 
of production and procurement price at 
whrai over the pcrirxl 1972-87 jSidhu, IVOO]. 

Compared to the bright side of the pic¬ 
ture noted above, a large part of Indian 
agriculture—in terms of crops and areas- 
presents the other and less pleasant side A 
particularly instructive case to consider is 
that of dry land agricultur.i' w hich accounts 
for significant portion o# crops-1 ike coarse 
cereals, pulses and o'llseeds In a icvcnt study 
done in Karnataka, it has been pointed oin 
that growth in dryland ugriculiure, even 
when relevant technologies arc available, is 
not assured and sustained I Kao. I99ltu)| A 
combination ol lormidable banicrs opciaie 
in the.se areas—poor and iioglecicd land 
base, low’ priority in development policies 
and inability to eom|x-ie with the niou- 
dynamic pans ol agneuliure I'tiee support 
has little relevance in this siiuaiion unless 
basic changes and investments take place in 
infrastructures, research and cviensioii and 
employment generation to laise agnculluie 
to minimal viability levels. At the all India 
level, the book notes “In the case ol coaise 
grains, vi/, jowar, bajra, mai/c and lagi. pro¬ 
duction performance had not been saiislac 
lory, despite 10 to 25 per cent increase m the 
administered prices during the quinc|uen- 
nium ending 1970-71, a lurthcr 20.7 per cent 
increase in 1973-74 and as much as 42 jx-r 
cent increase from 1978-79 to 1980-81!' 
I^agi’s more recent work shows that the 


market prices for coarse grains often rule 
below support prices owing to the absence 
of adequate arrangements for procurement! 
(Tyagi, 1990]. Experts have pointed out that 
coarse grains have a large potential market 
in industrial uses and exports which is yet 
to be exploited [see, ‘Coarse Grains; Untap¬ 
ped Potent ial’ in The Economic Times, May 
10, 1991 j. Their neglect in agricultural 
policies is particularly regrettable. 

Oilseeds fall m a different variant of 
inlruciuuiisness of price support in the 
absence ol new technology and inputs. 
“With the overall demand for edible oils in¬ 
creasing much faster than the production ol 
oilseeds, prices of oilseeds have displayed a 
seculai rising trend since ihe 50s. Particular¬ 
ly, the upltend in oilseed prices tended to 
gam momentum during the period 1967-68 
lo 1978-79, since Ihe growth in production 
ol oilseeds fnnher slackened” Flowcvcr, the 
rising demand has resulted not in mcieuscd 
prudiiciion hut in “volaiilc and inicnscly 
speculative market” which benclits neither 
the producer nor Ihe consumer. "That the 
extension ol price support polic-y to oilseeds 
has not yei succeeded in relieving the coun¬ 
try ol edible oil shortages can be atlribulcd, 
at least to an extent, lo the absence ol a 
public agency lo back up ihe oilseed dc-selop- 
meni progiamme with purchases at assured 
prices” While such back-up arrangements 
arc impoiiaiii, even more impoiiani is ihc 
availability ol a high-yiclding and cosi- 
effeclivo technology. Ninan finds in his 
recent detailed study of supply bchavuun ot 
oilseeds that their price advantage is more 
than nulliticd by stagnancy of yields and 
that, in the absence of improved technology, 
oilseeds would not be able to stand against 
their more profitable competing crops 
iNinan. I989| 

riicrc aic many other crops with in¬ 
terest mg price suppoti profiles but, lor a 
broad review, ihc ihiee caiegorics noted 
abv've should sulfiec I hcv indicate well the 
range ol experiences and Ihc principal 
lessons lo be learnt I'rice support, as a eom- 
poncni m a wide-tanging package ol 
policies. IS imporijiil in our devciopmcnl 
strategy not iviilv lo aLhievt the ob)ectivc of 
giowih but also iheeqiiallv essential goal ol 
seciniiig betici balaixe between agiicnhui,il 
and noii-.ierxtillnral seslions in oiir soeiciv 
The sub seciion whieh lollovvs oilers some 
clues, not veiv salislacloiv oi dclimiive bill 
siill mieiesiiiiL’ emnigh lo be noted 

^<.Kl( I I I I'Kl-N on Ar.kK 1 ll ki 
llM XN( 1 

In ihcse ml laiionary limes, a seelion in 
the six'ielv would be in a position to improve 
Us position relative U) olhei sedionv it iis 
gams Irom intlaiion are consistently higher 
lhan Its losses It is best lo begin with Daita's 
analysis ot ihe inflalionary phase quoted in 
Section I. Is It true that increases in 
administered prices of agricultural com- 
mcxlities tend to be an imporianl source of 
inllaiion m India’’ In looking at this ques¬ 
tion, It IS necessary to distinguish betwreen 
different types of price increases in agri¬ 


cultural commodities. The type mentioned 
above in connection with oilseeds prices 
arises from persistent and growing gap bet¬ 
ween rising demand and inelastic supply. As 
Ihc book notes, “Even though support prices 
for oilseeds have been raised significantly 
since 1976-77, they have remained largely no¬ 
tional owing to the yawning supply gap and 
the consequent high level of ruling prices... 
The policy of fixing minimum support prices 
has not proved sufficient to induce the 
fanners to expand the acreage and produc¬ 
tion of oilseeds!' A second type of rise in 
agricultural prices noticed sometimes is 
causeO not by shortages in supply but by 
supply mismanagement. Tyagt reports in¬ 
triguing cases of such rise in prices when 
supply improves alter a spell of scarcity years 
in which supply management had worked 
iclaiively well ITyagi, 1990]' It could be the 
case of a weary manager relaxing alter (he 
thought) the worst was over! The price rise 
in some ot ihc agricultural commodities 
smee September 1990 could be of this type 
though deieimining iis reasons would need 
moie detailed investigations. 

Iiiercascv in administered prices are, ob- 
viouslv, not a facloi behind the two types 
ot price rises noted above which seem to be 
the common type among the agricultural 
commodities Administered prices,, by 
themselves, do not appeal lo have a capacity 
to raise prices l or example, as the case of 
coaise cereals shows, siihsianlial increases 
in ihcir adminisicred puces over the decade 
1970-71 lo 1980-81 incieascd neither produe- 
lion noi market prices. Again, Ihe book 
notes, “(iram. winch competed with wheat 
lot modcraiclv irrigated lands, received 
special ticalnicnl, its price was raised by 
more lhan iwcv and a h.ill limes during 
1967-68 ici 1980-81 against an increase of 71 
per cent loi wheal, bul in ihe absence of a 
brcaklhioiigh, gram production had shown 
no signiticani improvemcm'' In fact, among 
the many ( A( P lepotts rclerrcd to in the 
book, we conid tind cuilv lew instances of 
anxic-lv expic-ssed by the C ACP regarding in¬ 
creases in adminislcicd priccv leading to 
inflaiionaiv pressures Referring to the 
"ovei-liberal" increases in procurement 
prices given b> the government going beyond 
the increase rc'commcnded by Ihe CACP the 
Report on Price Policy for khanf cereals for 
the 1974-75 season observes “with their at¬ 
tendant clicct on market prices, (they) have 
now emboldened many to go so far as to de¬ 
mand lor paddy a procurement price of 
Ks l(X) per quintal Were this lo be accepted, 
the contribution of the implied increase of 
85 per cent in the procurement price 
lor paddy—-Irom Rs 54 (per quintal) lo 
Rs 100—within a span ol 24 aponths in 
feeding the fire of inflation cap/wvll be im¬ 
agined!' These fears were ba^'ed on the 
assumption that “I'lc o dci of iiicrease in the 
open market prices and the issue prices of 
the commodity would be proportional to 
changes In the administered prices”. Inlla- 
tion could also result from issue prices 
remaining unchanged but food subsidies get¬ 
ting large and adding to deficit budget. It 
js hot clear what its differential effects would 
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be on ^ifTcwnt sections. 

As economics thrives on controversies, it 
should come as no surprise that some lesear- 
:hers see the relationship between the ad- 
ninistered and market prices with their roles 
wersed; instead of the former affecting the 
alter, they argue, it is the increase in market 
prices which with a lag gets partially 
transmitted to administered prices in the 
course of price fixation! For example, Kai 
Krishna in his study of the elaiionship bet¬ 
ween the two prices came to t he conclusion 
“The market price has been i he leader price 
and the procurement price a reliiciani 
follower. Regardless of the principles of price 
fixation, the prices actually fixed by the 
states seem to have been based on the sim¬ 
ple rule of thumb that if the market price 
rises for one or two years, the procurement 
price should be raised by about half to two- 
thirds of the percentage increase in the 
market wholesale price'' [Raj Krishna, IV8()| 
Even if administered prices do not lead 
to increases in market prices, the larmeis 
may still gain directly from the high markei 
price episodes generated by t he pressure ol 
demand through getting a higher price in 
their sales Howeser, the maikeu do not 
seem to operate in this way. I oi example, in 
the “sensitive and inicnscly speculaiuc” 
oilseeds markei. “the violent inira-scasonal 
fluctuations produce a disparity between the 
prices realised bv liie grower and those 
prevailing in llic subsegueiii months, which 
IS often tar in escesc ot the carivnig cost ol 
the commodity In l.ict, the magnitude ol 
inira-scasonal price vaiiaiionvhas tended to 
grow during the period 1960-61 to 
1979-80” Again, “with the piice parity bet¬ 
ween seed and oil. in the case ol oilseeds in 
general and groundnut in I'ariicular, moving 
in favour ol the end-pioducl during 1978-79 
and 1979-80, the giowci does not seem to 
have fuliv benetiied Irom ihc high market 
prices ol edible oils" As legards cotton, 
“whereas the prices ol i,iw cotton showed 
severe nuciuaiioiis. the prices of cotton ic\ 
tiles exlitbiicd a steads uptrend It is, 
therefore, essential ih.ii those stiaip flmlu.!- 
tions in raw cotton piices .ne rcduccO, so 
that the gtoweis arc able to ge; stable 
remunerative prices” fo mention a thud 
case, “The existence ol a long and complex 
chain of miermcdiartcs, ciainitng tiigh-i 
margin.s, continues to he the lundainenial 
weakness iti the marketing system lot juic 
The movement of ( Ue iroin ih'-pioducer to 
the consumer takes plaei m ihiccst-iges. the 
intermcdiaiy claiming his margin at eveiy 
stage, and the grower marketing not mote 
than 10 per cent ol the produce directly” 
The terms of trade of agriculture provide 
a summary measure ol the improvement ot 
deterioration cau.sed by the diverse move¬ 
ments in prices received and prices paid by 
agriculture. A merit ol the book under 
review is that it has examined with great care 
and in detail the methodology' commonly 
used in constructing indices of terms of 
trade-base years, price series, weights, etc 
It also presents the indices worked out by 
using improvements in methodology likely 
to yield more valid and dependable results. 


The reworked results are given for the period 
l%7-68 to 1983-84. They indicate that the 
movements in the terms of trade were 
adverse to agriculture It should be mention¬ 
ed that researchers working with conven¬ 
tional methodology have come up with qime 
the opposite finding lor the late 6(H to 
mid-70s (Dhar, 1%8: Dantwala. 1976; Miira, 
1977; Thamar.'ijakshi, 1969 and 1977] 
lo conclude this section, v'c make a hriel 
rcicrcnce to .t lew revealing indicuiuix ol 
changing lotluties of agiiculitire A releteiKc 
was made in the previous siih section to the 
decline obsetved by Stdhii in the real cost 
ol production and real price ol wheat in 
Punjab. Significantly, he also finds ih. 
while the re.d cost ol wheal pet quintal weni 
down from Rs 214 in 1967-68 to Rs ISO m 
1986 87, the peicenlage ol luolii margin lo 
cost dc'crcased Irom .S2 lo 10 In other words, 
dlongwiih rapid technological change, the 
initial high piotits ol gieen revolution got 
eroded ISidlui. I99()| .Apparently, the com 
petnive maikels do not permit the larmeis 
to retain aho\e normal g.nns Irom ii\h- 
nological ch.ingi, excepting lot a lew initial 
years lyagi ilso finds in his siiidv that 
returns to cai>iud were "Very low even alici 
the iniioduviion ol HVV wheal return 
lo capital would work out to be lower than 
the iniciesi rale on fixed investments” [Tyagi, 
1979) An even more interesting elite given 
by lyagi ix iliai "the industrial vsorkci wax 
lai heiiei oft than the larmcrx (even) in the 
relatively agriculturally progrexsive areas” 

1 Ins was based on 1939 data Me finds, again 
in I9.S5, that '‘the average industrial wage 
rate was roughly twice the average earnings 
pet agricultuial lamily worker Since the 
income ol olher woikers in services and 
iiadc were in any case higher than those in 
organixed mdustrv, it can safely be said that 
the farmer was ,n a comparatively disadvan¬ 
tageous poxiiion compared even to industrial 
workers and there is nolhmg jn the situation 
that seems lo have changed to the esieni ol 
reversing the trend" | lyagi. 1979) 1 he high- 
powcieJ < onimitice on Agiiculiural Policies 
and Piogrammcs which reporic-d m 1990 hax 
.'.hxerved "tin; disparity ratio between per 
capita farm and non-farm incomes, which 
was neatly 12 2m 1970 71 has widened lo 
1:4 2 in 1988-89 This was. the situation in 
1988 89 which was the year of record 
agricultural production. In earlier years, ,i 
was much worse" |C.'ACP, 1990], 

The wide and persistent gap between 
agriculture and non-agrieullure is an 
ominous portent If such a gap remains 
within what is expected 10 be an integrated 
national economy, it is iinporiani to find out 
how It arises and is sustained Is it due to 
indifference or lack ot policies, or, more 
frightening, due to the very strategy for 
growth and development being pursued by 
ux'' These ate questions of direct relevance 
to agricultural price policy. Existence ot in¬ 
tegrated and relatively orderly national 
markets for agricultural commodities is an 
essential pre-condition for meaningful price 
policy lor them. It is for this reason that 
CACP, in Its reports, has been emphasising 
the iroporiancc of .structural reforms in 


-narkets. However, if the agricultore-poii- 
agriculiure divide has its roots in the deeper 
layers of society than market structures, the 
issue would have lo receive attention at the 
level of formulation of basic development 
strategy itself. As regards price policy, any 
thinking on reorientation has to be based on 
a recognition of the divide. But, also, U 
would have to make simplifying assumptions 
so ihai II docs not gel entangled in larger 
and eomplicaicd issues than those which are 
normally considered in relation lo price 
policy li IS Irom this perspeciive that the 
illnsiraiivc formulation which follows is 
presented 

III 

Rt'oricnlalion of Policy: 

An iilusitrative Formulation 

The adequacy of Ihc present agricultural 
price policy and the directions in which it 
calls lor reoneniaiion need to be discussed 
in relation to the priority objectives which 
arc likely lo shape the development strategy 
lot ihc next two or three decades. Consider¬ 
ing Ihc preseni critical situation in the 
national economy, concern with and about 
broad-based and sustained growth is bound' 
lo be a dominani objective Imponant issues 
relating to the siraiegy needed to achieve 
such growth arc yet to be settled. Given the 
recent thinking in India and outside on the 
relative roles of government, markets (in¬ 
cluding external markets), private enterprise 
and non-govcrnmenial organisations, a 
careful look would have to be given to the 
issues regarding spheres appropriate for 
direct government inierveniion and par- 
ticipalion and curbing and ralionalising of 
government expenditures While i! is impor- 
lam to explore opporiumiies lo transfer ecr- 
lain tasks troni the government lo others, it 
would be equally imporiam lo demarcate 
arca.s, strata and aciiviiics left aside by 
markets and private enicrprisc where the 
government musi ucl li would be wishful 
lo assume lhai wheicver the government per- 
lorms badlv, others would readily lake over 
and do beiici 

1 here is ample reflection of these broader 
objeciives in the recent and continuing 
discussions on Agncullural I'olicy Resolu¬ 
tion which have yci lo gel crystallised into 
a formally adopted document. Some ob¬ 
vious indicators are .systematic attempts to 
orieni agricultural planning towards effec¬ 
tive use ol resource endowments and com¬ 
parative advaniages ol agro-climatic zones; 
a much-expanded cmployment-cum- 
investmcni programme for conservation and 
upgradaiion of land and water resources; 
greater priority for dryland agriculture and 
for lagging crops in the growth policies for 
agriculture covering research, extension, 
input supplies, marketing, eic; a substantial 
sicp-up in the proporiion of total planned 
resources earmarked for agriculture/rural 
sectors; lime-bound targets for provision of 
rural iiifrastruciurcs, etc Sincere and 
determined efforts for development of 
agriculture/rural sectors would have three 
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I iwun implications for i)ie agricultural price 
poHcy. First, agricultural growth in the areas, 
crops and farms which have remained stag¬ 
nant so far would have the effect of expan¬ 
ding the boundaries of that part of Indian 
agriculture which is responsive to agri¬ 
cultural price changes Second, improve¬ 
ments in what CACP considers as impor¬ 
tant •“non-price” factors—technology, in¬ 
puts, marketing, etc—would add to the el- 
fectiveness of price policy as an instrument 
to promote growth along with efficiency and 
cost-effectiveness. Third, and most impor¬ 
tant, if income and welfare support for the 
poor and the problems ot nun-viablc small 
and marginal farmeis get pnority attention 
in the overa//development strategy, the price 
policy would be able to loeus itsdf more 
pointedly on its pnntary economic luiic 
tions, viz, to provide (a) signals for cfliciem 
allocative decisions, (b) stable price cnviion- 
ment and (c) incentives lor growth, imesi 
mem and capital formation As Sen points 
out'“the basic objective of price should be 
economic and not political, general good 
and not sectional benefit and sustuinahic 
growth and not short-term spurt Any 
political objective, e g, transfei ot income 
from consumers to producers ot vice veisa 
or providing special benefits to a particular 
section or region, if desired by government, 
should be achieved through fiscal or ad¬ 
ministrative measures, which arc transparent 
and not through price policy, the results ol 
which may not be so transparent” [Sen, 
1991). 

There are numerous symptoms of growing 
burden on the national economy icsulimg 
from the straying away of agricultural price- 
policy from its primary economic functions: 
we shall mention only a few prommeni ones 
, Consider, lor example, the large amount ol 
expenditure being incuried by the govern¬ 
ment of India by way of toed subsidy It 
arises from the mditterciice lovs-ards a 
number of economic criteria The Public- 
Distribution System is an opcn-foi-all 
facility rather than an arrangement design 
edonly for the target groups, n has a doiiii 
iMnt urban component including the beitcr- 
off sections in urban aic-as I he PDS is 
operated with the loodgrains purchased by 
the government to prevent then prices fiom 
declining below an acccpiahic level bin, 
because of the "procurcmcni" largc-i ap¬ 
proach necessilalc-d by the open-loi all PDS, 
these purchases arc made at ''fuocuicnioiii 
prices” which are higher than the “niinitmim 
support prices”. Since the ■‘procurfincnl 
pri^' remains the same throughout the 
marketing period the bulk ol sales hv 
farmers to government agenc ics takes place 
immediately after harvest Ibis not only 
disturbs the marketing pattern but also leads 
to higher costs of marketing, storage and 
distribution as these activities are now 
handled by the government agencies and not 
by the normal trade channels. It may seem 
strange but it is true that the major 
“beneficiaries" of the procuremeni-cum- 
PDS policy are (a) farmers accounting for 
the bulk of marketable surplus, i e, medium 
and large farmers, (b) urban areas par¬ 


ticularly the larger cities receiving the major 
pan of distributed grains, and (c) the expan¬ 
ding bureaucracy in the procurement-cum- 
distribuiion operations Tyagi has argued 
that under the present system the poor in the 
states having meagre PDS operations may 
actually be worse off than they wouFd be 
under free market conditions! jTyagi, 1990). 

In the interest of brev ity, presented below 
IS an outline ot the main ingredients which 
vve consider necessary in any reoncntaiion 
ol agnculiuiul price policy. It is convenient, 
following Daniwala's schema, to discuss 
them under the three headings: (i) Minimum 
Suppcirl Pi Ice, (ii) Masimiim Price, and 
(III) Balanced and Integrated Price Siriiciure 

MINIMI'M Sl'I’I’DKI Pkk 1 (MSP) 

I he ectinoinic raiionalc ol announcing a 
minimum support pi ice is to offer a measure 
ol protection to the pioduccr against thc- 
vagancs ol market When inaikel prices lend 
to rule below MSP, the government under¬ 
takes to piiichase all the supplies received by 
It at MSP Iwo economic criteria should 
govern the operations based on MSP. I-irsI, 
It should give- pioieclion only to the efficiciii 
producei so itiai MSP piomoles growth and 
efficiency and not merely subsidise all sec¬ 
tions of farmers In paiticular. it is necessary 
to realise that non-viabic larmcrs cannot be 
helped simply by living a high enough MSP, 
the solution ol their problems lies in other 
areas than in price policy Second, the pro- 
icx'lion should be given onlv to prevent losses 
being made by the cllicicnl prc-iducer and not 
to ensure him profits Once MSP includes 
a margin toi "Ian" returns, the political 
pressures for ns etihanceineni and the 
resulting economy w ide repercussions would 
be inevitable. 11 is clear Irom the two criteria 
that MSP should only cover the cost ol pro¬ 
duction ol an cflicieni producer, faimeis 
should make profits by responding to market 
signals MSP should help the farmers in 
making the necessarv aJitislincnis and not 
in obviating then need 1 lie success of MSP 
would lie nol in the govcinnient operations 
becoming large and giowing bin in ihcir 
remaining modest and lapcrnig over time 

MyxiMii.M PRK i 

As Daniwala points out, the ciiiena toi 
fiving a maximum level lot the pi ice ol a 
commodity ate not equally easy or straight¬ 
forward to stipulate. The primary respon¬ 
sibility ol the government in relation to price 
levels IS (a) to keep in check the inflationary 
lorccs bringing about increases—sustained 
and cumulative—in the overall price level 
and (b) elimination of collusive and 
manipulative practices leading to ariifieial 
scarcity and high prices for particular com¬ 
modities. If these two sources of price rise 
are eflectively neutralised, it is difficult to 
think of any need to match every MSP with 
a corresponding ceiling price. When the 
stability of the general price level is main¬ 
tained, the efficacy of the price mechanism 
would depend on the extent to which the 
relative Prices are left free to vary in response 


Id changes iji the undeilyiAg sapplxj>*<i^ 
mand conditions, it is not clew that ceiling 
prices fixed on some ad hoc basis would 
either help the system or the consumers. It 
is, of course, true that there could be special 
situations where drastic measures like take 
over of stocks, restrictions on trade and, 
even, lull-fledged rationing may-have to be 
resorted to but, obviously, in such situations 
fixing and enforcing .of maximum prices 
would be too mild a step to succeed. 

H \i ANt 11) AND Integrated Price 

SlRlICTURE 

It seems to us that the notion of balanced 
,ind integrated price structure would be of 
help not so much in price fixation as in 
monitoring the changes in factors which af- 
lect prices, let us give an example. Suppose 
the MSP fixed for a commodity leads to 
large and persistent purehascs by thegovem- 
meiii beyond the level it considers necessary. 
II the government is sure that MSP covers 
only the cost of production of the efficient 
pioducer, it would have to plan in terms of 
measures for curtailing supplies, promoting 
demand ot a combination of both. If ap¬ 
propriate models are built up and updated, 
the government would be in a position to 
work out the consequences of different 
measures and. in their light, decide on a 
prelcrred couise ol action. A little relleciion 
would show that the extent to which an 
agricultural price policy would help develop¬ 
ment strategy and planning for agriculture 
would depend on us capacity to extrapolate, 
forecast and work out the implications of 
alieinalive actions In a market-based 
economy, such analytical exercises would 
need models of interconnected markets 
based on the concept ol equilibrium and 
capable ol showing the manner in which the 
matkcis adjust to policy interventions, 
disturbances, elc 

The reorientation in price policy suggested 
above is bused on some vciy optimistic 
assumptions l-irst, the markets would be 
siifficiently competitive and well-behaved to 
help the price policy to yield the results 
expected ol it. The assumption, in effect, 
would be that whcie the markets are not in 
a good shape, the government would be in 
a position to improve its structure and per¬ 
formance through appropriate regulatory 
and other measures. Second, the government 
would be able to evolve a consensus among 
all the contending groups that agricultural 
prices should be left to markets and not 
politically administered. Strictly speaking, 
the assumption should be that all parts of 
the economy, not merely agriculture and 
other similar sectors, should accept this rule. 
If this does not happen, it is not clear what 
the consequences would be for those parts 
which accept the rule vis-a-vis those which 
do not. Could this be a factor in the persis¬ 
tent agriculture-non-agricultuiegap referred 
to in the previous section? If so, it could 
explain the strategy of farm lobbies to close 
the gap by demanding politically ad¬ 
ministered prices at levels which they con¬ 
sider ‘fair’. Third, and most important. 
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a(ricuriuie would experience sustained and 
wide-based growth along with improvements 
in the non-price factors influencing the ef¬ 
fectiveness of price policy. It is hoped that 
wide-based agricultural growth along with 
anti-poverty programmes and a PDS effec¬ 
tively restricted to target groups would help 
the poor consumers and the non-viable pro¬ 
ducers to eventually join the mainstream 
economy with adequate opportunities being 
made available to them. However, the phase 
of transition is likely to pose many tricky ques¬ 
tions for the price policy. For example, even 
imputation of costs of family labour, 
management and risk-bearing would be seen 
to present conceptual and methodological 
problems [Rao, i99l(a), I99l(b)|. 

The main implication of the reorientation 
of agricultural price policy suggested in this 
note is that the government should concern 
itself with the major determinants of growth 
and stability and with the task of ensuring 
a market framework with a reasonable 
degree of efficiency. The experience so tar 
seems to show that when,- on the other hand, 
the government involves itself directly in the 
tasks which arc best left to the market, it suc¬ 
ceeds neither in doing these tasks well nor 
in performing its primaiy lunciioii ol 
creating pre-conditions and supporiing 
structures for growth with stabiliiy 

[The views expressed in the paper arc the per¬ 
sonal views oj the aulhor and noi ol iIk- 
organisation with which he is associaird 
Thanks arc-due lo li S Tyagi and S S Aihars.i 
for discussions The responsibilils lor eirors 
and shorlcomings is solely itui ol ihc aulhor | 
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DHANALAXMI 
IS PLEASED 


Got rebate in 
Income Tax 



National Savings Scheme 1987 

• 100% income Tax Rebate on investment uJs. 
ao^CA. 

• Magnum Limit of investment is now 

Ra. 40.000 PA 

• Rate of interest —11 Per Cent 

• An Aduh/Tax Paying Minor/Hindu Undivided 
Fatntty can open the account 

Public Provident Fund 

• Income Tax Rebate lA 88 ci !iu- Inco'iic Tax 
Act on inuestmcnl upio Rs. SO,OCX* P A. 

• Limit ol Subscripbon — Minirrriim Rs 100/- 
aixS Maximum fo 60,000 P A 

• Tax Free 12% Compound Interuit 

• FadUty for ban and non retundable 
withdrawals. 

• Re. 10,000 inwiiScd per yerk? become 
Ra. 4,17,532 at maturity. 


Nati onal Savings Certificates, 

Vdl Issue 

• No limit on investment. 

• investment of Rs. 50,000'will be eligible for 
deductbn at rate of 20% from income Tax 
u/s. 88 of the Income Tax Act. 

• 12% Interest Compounded half yearly. 

Rs. 1,000 become Rs. 2,015 after 6 years. 

• Interest accrued annually is eligible for tax 
rebate u/s. 88 and 80- L of the I.T.A. 

Contact 

Directorate of 
Small Savings, 

Govemtnent of Maharashtra, 
New Administrative Budding, 

8th Floor, Bombay 400 032 

Assistant Director o( 
Small Savings, 

C/o District CoUectorate. 
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SPECIAL ARTICLES 


Historical Context of Political Change 
in Rural West Bengal 

A Study of Seven Villages in Bardhaman 

Sujit Narayan ('hattopacihyay 

This paper presents the story of political change in a duster of seven villages in Bardhaman district of Wat 
Bengal which illustrates several important themes relevant to the study of possibilities of and limits to the ex¬ 
periments now being attempted in the state’s villages. The primary focus is on the significance of this narrative 
for an understanding of the general historical background to the post-1978 panchayat experiments. 


IT is impossible lo apprcciau- the social and 
political significance ol the changes that 
have taken place in the West Bengal coun¬ 
tryside in the last ten yeais v, iihoiii locating 
them in a larger historical context. The 
major agrarian programmes of the leli 
Front government, seeking to provide 
security and viability lo small peasant pro 
duction, mark the effort to bring to Iruitioii 
a set of anil-feudal demands raised in the 
last decades of colonial rule in Bengal The 
political and .social process ol democraiisa- 
tion and its eficciiveness in oser-ihrowing the 
older forms of rural dominance based 
primarily on /.amindari propi leiorship must 
also be4ooked at in this hisiorical context 

In this paper, I piescnt the sior) ol 
political change in a cltisicr ol seven villages 
in Bardhaman district ol West Bengal With 
all Its specificities, this story illustrates 
several important themes relevant to the 
study of the possibilities ol and liinils to the 
experiments now being attempted in West 
Bengal villages. I have atienipied lo retain 
as far as possible the richness ol paiiicnlai 
experiences in this chisici ol villages The 
structural significance ol tins iianaiivc loi 
an understanding ol ihc general Insioiical 
background lo the new paiichayal cxpeii 
meats in the period alter 1<*7K is the piimaiv 
focus ol this paper 

I 

Village 

The Rajoor gram panchayat consisting ol 
seven villages—Argon, Bahaia, Khanji, 
Kharpur, Marundi, Kaikha and Rajoor— 
scattered over an area of 267.T.M sg km is 
located in Bardhaman district of West 
Bengal. The area is situated in the Katwa 
sub-division under the jurisdiction of ihe 
Kelugram police station. It is bounded on 
the north by Birbhum and Murshidabad 
district and on the south by the Kalna and 
Bardhaman sub-division. On the east, the 
Bhagirathi river separates it from Nadia 
district. 

Rajoor gram panchayat in itself does not 
constitute a revenue village or inouzo. It is 
included within the Kundra block for 
revenue purposes. The seven villages have 
their separate social existence, although they 


arc closclv related to each other in a number 
of ways. Apart Irom connections between 
these villages by marriage or foi religious 
or riuial reasons, this inieidction is clearly 
tell especially in the sphere of land tenure, 
since there is no correlation between the 
location ot the land within a particular 
village and the residence ol Us owner, land 
IS ofien owned in one village by owners liv¬ 
ing in another village Besides, labourers arc 
olteii seen to work on the fields ol land- 
owners Irom other villages within the gram 
panchayat atca. 

I he bagdi and llie shaikhs arc iwu most 
niimeious groups in these villages Almosi 
22 14 per cent ol the total Hindu population 
belong 10 the bagdi caste, while 77.13 per 
ccnl ol Muslims aic shaikhs 

I’olilics ol Rajoor has changed drarnq- 
lic.illv in the last lew decades The picsenl 
lot Ills ol democratic politics have emerged 
III laiily rcccril years Belore the I96()s, this 
area was doiiimaied by three wealthy and 
prestigious landed families And there was 
a liisioiv of coiisiaiu struggle lor powei bet¬ 
ween these lainilics in which the rest ot the 
village had liltlc lolc lo play ‘Politics' at that 
time was icsinctcd lo a very small numbei 
ot pailiLipaiils, whose upper-caste status and 
wealth distinguished them Irom every one 
else 

Dill mg that pciiod, thcic wcic two kinds 
ol alignments in operation l-.ach ot these 
•big-iiien' aiicmpted lo gather support 
among the widei population ot the village 
in ordei lo compete with other ‘big-men’ lor 
coniiolling the representative institutions at 
the local level But depending upon the 
spccilic institutional conditions, there were 
also horuontal alliances between some ol 
these ‘big-mcn' in order lo fight others, 
fhesc two kinds ol alignments, which some 
scholars would immediately identify as the 
politics of ‘lactionalism’, can be shown more 
clearly if we describe in detail the nature of 
‘big-incn’ politics which prevailed in Rajoor 
until the mid-l960.s. 

II 

Thn Prriitio of ’Bija Men 

There were three families which were 
clearly dominant in the area at the time— 


ihc Bhattacharjee family of Rajoor, the 
Mirza family of Khanji and the Syed family 
ol khaspur. These wealthy families were, at 
the local level, the leaders of their respec¬ 
tive /ones. But one of them often entered 
into alliance w'.th another in order to fight 
the third. Thus, lor example, to maintain its 
doinin nice over the area, the Bhattacharjee 
family ot Rajoor had many times bMn 
involved in conflict with the Syed family of 
khaspur And in such conflicts it would suc¬ 
ceed in getting the support of the Mirza 
family of khanji. Obviously in such an 
alliances, the Mirza family had its own 
interests. 

Bui there were also vertical alliances. This 
process can be illustrated by the conflict bet¬ 
ween Jabur Mia and the Bhattacharjee 
faniilv ol Raioor' 


On the souihern side of Rajoor, the Bhat- 
lacharjec family had a joint property of 3.TI 
acres <10 'bighas') of paddy field on the high 
land, and in front of it Jabur Mia also had 
1.32 acres (4 ‘bighas') of land adjacent to the 
road Byomkesh Bhattacharjee was interested 
in this plot ol land belonging to Jabur Mia, 
because as long as il belonged to the latter, 
Bhattacharjee had to ask for Jabur Mia’s per¬ 
mission in order lo erect his water channels 
or lor taking out paddy-laden carts after 
harvest Bhattacharjee made several futile at- 
lempis lo purchase these 1.32 acres from 
Jabur Mia 

In 1939, a serious conflict occurred bet¬ 
ween the two families. One night, after the 
harvest, some unknown persons set fire 
to Byomkesh Bhaliacharjee’s haystack. 
Bhattacharjee was seen shouting from the 
upper-storey balcony of his house, "There 
you see, Jabur Mia has set fire lo my 
haystack'” He then look Lara Bagchi and 
other men, cut down a few bamboos and 
plantain trees in his own garden, threw nets 
in his pond, in order to establish that an at¬ 
tempt had also been made lb destroy his 
garden and to rob him of his fish. The next 
day, Byomkesh Bhattacharjee lodged a 
criminal case against Jabur Mia. 

The proceedings continued tor a long time 
and totidly ruined Jabur Mia who was 
senieni|e<t to two years’ imprisonment. The 
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main witnesses in favour of Byomkesh 
Bbaitacharjee were Lara Bagchi, Kamal Jelc 
and their associates. Il is said ihai after the 
incident, l,ara and his relatives were exemp¬ 
ted from repaying their loan by Byomkesh 
Bhaitacharjee, and Kamal Jele and Sibai Jele 
were given a big pond on lease for one year 
witnout any deposit money. 

This incident also opened a new conflict 
between Byomkesh Bhattacharjee and Amir 
Ali, relative ol Jabur Mia, which came to the 
fore during the union board election ot 19.^0 
This story, petty as it is, will seem very 
familiar to any one acquainted with the 
nature of rivalries amortg wealthy and 
powerful families in Indian villages. Lx>ng- 
sumding feuds, violence, false criminal cases, 
ruinous court proceedings, buying support 
from among the poor and dependent sec¬ 
tions of the village—all ol these elements arc 
present here. It is on the basis of stories of 
this kind that theories have been constructed 
of ‘factional’ politics in the Indian village 
But before we proceed to examine the 
significance of these rivalries in the overall 
context of power and authority in the village, 
it is necessary to locate these big families in 
the social structure of these villages 

IXlMINANl FAMItIfSOl RAJ<H)R 

In the case of Rajooi, Panchanan 
Bhattacharjee, head mastei of Rajoor 
School, and Byomkesh Bhattacharjee, his 
younger brother acquired their leadership 
primarily as descendant of a wealthy 
family. Gopal Bhattacharjee, grandfather of 
Panchanan and Byomkesh, lost all his pro¬ 
perty and was declared bankrupt Later his 
son Indra Narayan inherited 6.75 acres ol 
land from a childless aunt He also entered 
the business of money lending and mor¬ 
tgage, and acquired almost 25 acres ol land. 
He purchased a darpatm from Mirza 
Tollotok Hossain and became a wealthy and 
propertied person. Indra Narayan look 
much care to give his sons Panchanan and 
Byomkesh a good -education which later 
became one of the essential ingredients of 
their social standing and ability to deal with 
government officials and other outside 
agencies. 

The .second important family ol this area 
was that of Mirra Nuru! Absat of Khanji 
Mirza Sahir Ahmed is said to have come 
from Bihar Sarif in 1801-02 and had ac¬ 
quired 26.3 acres of ‘lakheraj' lands from the 
maharaja of Bardhaman along with 'patni’ 
rights over half of Argun, Khaspur and 
Raikha. By the time of Mir/a Nurul Absar, 
the fifth descendant of this lamily, some ol 
the old zamindari grandeur had no doubt 
been lost with time. But his name was still 
a household word in the region. Nurul Absar 
was popularly know as 'khan saheb’, as he 
had been bestowed with this title by the 
British government. 

The third prominent family of this area 
was the Syed family, which also claimed a 
foreign origin. The Syed family of Khaspur 
started with Syed A.sad Ali. He, it seems, 
came from UP and found the patronage of 


Kazi Bakaitulla. Kazi Rahul Amin, the great 
ancestor of Kazi Bakaitulla is said to have 
come from Baghdad and purchased a 'pat¬ 
ni' right tram the maharaja of Bardhaman. 
But his family is said to have squandered its 
wealth. As a result, after the fourth descen¬ 
dant the property as well as the 'patni' right 
passed into the hands of the Syed lamily 
through a marital relation Kazi Bakaitulla, 
the fifth descendant of the Kazi lamily, 
disinherited his sons and the property passed 
on to his son-in-law Syed Dad Ah. Since 
then the Syed family, specially the Dad Ali 
lineage, came to the forefront of this UKuliiy 
And Amir Ali. the third descendant ol Syed 
Dad All was the influential leadei ol a large 
faction of his village. 

FAntONAt- Politics AMONCj thf 
B ic. Ml N 

However, in view of the big-men politics 
111 this locality. It IS necessarv to place llieir 
rivalries in their paiticular social, economic 
and political contest 

First ol all, it is obvious that the 'pohiics' 
in which these three important lamihes and 
their supporters engaged was restricted lo ,i 
very limited number of participants. The 
political process involved here was not 
'democratic' in any sense, not even in the 
sense of representative politics. I he power¬ 
ful families and their respective factions, 
even when identified as Syed, Mirz.a oi 
Karmakar did not actually represent any 
large identifiable constituencies. In fact, they 
represented nobody but themselves 1 he 
political process through which power and 
influence in the village was fought for and 
decided was restricted among those domi¬ 
nant families. 

From 1925 onwards, the Bhatlacharjee 
tamily of Rajoor and the Mirza family ol 
Khanji united to form the most powerful 
laction of this locality, while Amir Ah 
gathered his supporters from among those 
who were opposed either to t he Bhattachar- 
jees or to the Mirzas’. This particulat, fac¬ 
tional configuration emerged in 1925, when 
Byomkesh, securing his medical degree Irom 
Calcutta came to settle permanently in 
Rajoor and took the charge of the Khanji 
charitable dispensary On the other hand his 
elder brother Panchanan Bhattacharjee was 
the founder headmaster of Rajoor Bandhab 
High School As the headmaster he was both 
loved and respected by the villagers. The 
emergence of the Bhattacharjee brothers as 
the prot^e ol Mirza Nurul Absar appeared 
to swing the contest between the Mirzas and 
Syeds, the two prominent landlord families 
of the area, decisively in favour ol the 
former. The Syeds ot Khaspur were hence¬ 
forth very much ^-declining force in the local 
politics of the Rajoor area. 

Clearly one 'of the features which 
distinguished the restricted nature of this 
kind of politics was its upper-caste character. 
The Syeds and Mirzas were distinguished 
from the Shaikh or Khan Muslims of the 
region by cultural forms clearly resembling 


those of caste. But caste superiority is 
replicated in and supplemented ^ economic 
dominance. As far as the Mirzas and the 
Syeds were concerned, their zamindari (more 
accurately ‘patnidari’) proprietorship no 
doubt was directly responsible for their pre¬ 
eminent position. 

The Bhattacharjee family, however, ex¬ 
emplifies still another important feature of 
the social and political dominance of the 
leading families of the Rajoor area. For this 
lamily. it was not wealth or landed proper¬ 
ly which gave il its importance Rather it was 
the high education and professional status 
ol the two Bhattacharjee brothers which 
made them such influential figures in village 
life and politics. Il is especially important 
in Bengal where higher education goes hand 
in hand with continuation of upper-caste 
dominance in social and political life. 

Although landed property and education 
were crucial factors which gave the three 
leading families of the Rajoor area their pre¬ 
eminent position, upper-caste status acted 
as u necessary principle which excluded 
other potential competitors from entering 
the charmed circle. 

Given this pattern of social and political 
dominance in which a tiny group of families 
characterised by caste superiority, landed 
properly and higher education competed 
among themselves for local influence, 
sometimes securing the support, but always 
III a subordinate capacity, of some of the bet¬ 
ter ofl families from among the cultivating 
castes, the vast sections of the poorer 
peasantry had land, under normal cir¬ 
cumstances, no role whatsoever. They were 
quite clearly excluded from the processes of 
'politics’ as defined by the powerful sections. 
In isolated cases, such as that of i.ara Bagchi 
or Kamal Jele, they could become involved 
III disputes between the powerful families. 
As far as our evidence tells u.s, they were in¬ 
volved III their individual capacity, entirely 
in subordinate roles and they had no in¬ 
dependent initiative in the matter. When 
l.ara Bagchi and Kamal Jele were asked to 
explain their involvement in the dispute bet¬ 
ween Byomkesh Bhattacharjee and Jabur 
Mia, they told me in July 1980; “Daktarbabu 
told us, so we did it. There were no other 
reasons. Of course, we were given our 
rewards in the form of a loan exemption or 
a tree 'ijara' by daktarbabu!’ 

Finally, it is also noteworthy that the pro¬ 
cess of ‘big-men’ politics in the period up 
to the mid-l%0s, also shows, in the Rajoor 
gram panchayat area, at least, a virtually 
complete absence of organised party 
political activity. From this stand point this 
area may be something of an exception in 
the more general context of West Bengal. 

However in view of this uniqueness, that 
prevailed up to the mid-1960s, we can take 
a closer look at some of the ways in which 
the older structure of dominance was exer¬ 
cised and maintained, both in the more in¬ 
formal arrangements of social control and 
in the formal institutions of local authority. 
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Old Structure of dominance 

Particularly in the years following world 
war ], the colonial government sought to 
achieve a more direct and more formal con¬ 
trol over the affairs of the countryside. 
Before, the colonial state had mainly relied 
on the local arms of the bureaucracy to 
maintain law and order, and the relatively 
more informal support provided by the class 
of wealthy, propertied and influential 
zamindars had proved more or less adequate 
to ensure a steady source of revenue and the 
maintenance of agrarian peace. But the 
gradual decline in the economic viability of 
zamindari property, the growth of a disaf¬ 
fected middle class, the spread of nationalist 
agitations, and the growing threat ol 
agrarian movements created a new situation 
in which the stability of the colonial state 
was threatened. In Bengal, in particular, the 
colonial government responded by deciding 
in the first place, to intervene more directly 
in the agrarian class structure by modifying 
the laws of agrarian properly in order to 
strengthen a class of primary surplus extrac¬ 
ting agents in the villages at the expense of 
the older zamindari classes. Secondly, it also 
sought to deepen the formal institutions of 
the Slate in the countryside in order to set 
It on a more representative basis as well as 
to extend the fiscal ba.se of government. 1 he 
Village Self-government Act 19I9 attempted 
to provide the formal irnditutional basis for 
this thrust of the colonial state to find new 
allies in the countryside. As a part of this 
proces.s, the Rajoor union board was formed 
in I9I8-I9I9 

Union Board to Panchayat R\j 
1950-I965 

It IS a fact that from the very beginning 
the membership of the union board was 
restricted to a few families ot the locality 
Moreover, union board members were not 
really elected but nominated unanimously 
by the village ciders. And until the latter hall 
of I970s there was virtually no system ol 
mass participation of the people in choos¬ 
ing the members of the local bodies. The 
system as well as the authority of the local 
institutions were only vaguely understood by 
them. 

In I9I9 when the new system ol local self- 
government was introduced, Mir/a Weimefer 
Rahman, Tollolok's elder son, became 
nominated president. After his death in 

1920, Nurul Absar, his younger brother, 
became the president of the union board in 

1921. He remained unchallenged as president 
up to I9S0, when he resigned his post in 
favour of Panchanan Bhailacharjee and ac¬ 
cepted the more prestigious and powerful 
membership of the Bardhaman district 
board and the Bardhaman district school 
board. In the Rajoor union board election 
of 1950, the following were elected as 
members from their respective villages: 
Panchanan Bhattacharjee was elected as the 
president after having defeated Kamaruz- 


zaman, who was his main competitor for the 
post and whose name had been proposed 
and seconded by Kazi Azimul Haque, and 
Mokardom Hossain. Amir Ali also lent his 
support to Kamaruzzaman. In this election 
Nurul Absar campaigned for Panchanan 
Bhattacharjee, although Kamaruzzaman was 
his nephew and by ensuring Bhattacharjee's 
success, he also managed to retain his de 
facto control over the union board. 

The story' ol why Nurul Absar decided 
to support Panchanan Bhattacharjee and 
not Kamaruzzaman, and how the resulting 
alignment between different powerful lorces 
fell into place, gives us an insight into the 
extremely limited range of interests that 
came into play in this kind ol factional 
politics among the ‘big-mcn’. 

Just after the death of Mirza Tbilotok 
Hossain his two sons Weimefer Rahman and 
Nurul Absar fell out over the division of the 
family property. This quarrel was carried in¬ 
to the light for control of the union board. 
As the eldest son of Tolloiok Hos.sain, the 
claim of Weimefer Rahman to the post ol 
president was fai stronger than his brother 
Nurul Absar, so that Weimefer Rahman 
became the first president of the Rajoor 
union board But after Weimefer’s death his 
eldest son Kamaruzzaman decided to press 
his claim against that of his uncle Nurul 
Absar. As it happened Kamaruzzaman final¬ 
ly acceded to his uncle’s claim, but the con¬ 
flict simmered for a long time. 

In 1925 after the establishment of the 
charitable dispensary at Khanji, Nurul 
Absar decided to appoint Byomkesh 
Bhattacharjee as its .doctor, Kamaruzzaman, 
who had donated the plot of land on which 
the dispensary was IsKated, opposed his sug¬ 
gestion in the committee meeting. Ol course, 
despite this opposition Nurul Absar had his 
way because of wide personal influence At 
the same time Nurul Absar made no attempt 
to hide his diticrcnce with Kamaruzzaman, 
and in the style of an adept politician sought 
to give the tmprcssion that Kamaruzzaman 
was in fact opposed to the very idea ol a 
charitable dispensary in the village. 

Besides, the dispute over the family property - 
was renewed alter the death ol vveimcicr 
Rahman and in particular a plot of three 
acres of highly Iciiilc land right beside the 
canal became a bone of conietiiion between 
Nurul Absar and Kamaruzzaman. The mat¬ 
ter went up to the court but it was finally 
.settled after much negotiation within the 
family. Bui Kamaruzzaman remained 
unhappy with the solution. He is reported 
to have expressed his grievances among his 
close associates “Well, Chachaji has in¬ 
fluence at the higher levels, and thus he is 
able to deprive me of my property!’ 

Thus, when Kamaruzzaman decided to 
renew his claim to the presidentship of the 
union board in 1950. it was obvious that 
Nurul Absar would not support him. Instead 
he decided to back Ranchanan Bhattacharjee, 
a trusted ally, and through that device re¬ 
tain his control over this institution of local 
authority. The Bhattacharjees, although 


their education and professional status made; 
them important in their own right, were 
clearly obligated to Nurul Absar for having 
promoted them to their present status. 

In these union board elections of 1950, 
Kazi Azimul Haque of Rajoor opposed 
Panchanan Bhattacharjee’s claim to the 
presidentship although there was no direct 
conflict between the two. .Aamul Hague’s 
real conflid was with Byomkesh Bhattacharjee 
which can be traced back to the election of 
the managing committee of Rajoor Bandhab 
High School in 1949. Kazi Azimul Haque 
was interested in becoming a member of the 
managing committee, if not its secretary. But 
the then secretary Byomkesh Bhattacharjee 
was very much worried of the potential in- 
IJuences of Kazi Azimul Haque and in order 
to forestall any challenge to his own authori¬ 
ty in the school, supported another Muslim 
candidate of the northern side of north 
Rajoor. Naturally, therefore, Azimul Haque 
was in search of an opportunity to obstruct 
the Bhattacharjees in their attempt to extend 
their influence over the union board. 

From the previous long-.sianding rivalry 
between the Syeds and the Mirzas, it was ob¬ 
vious that Amir Ali of Khaspur would op¬ 
pose Nurul Absar’s nominee Panchanan 
Bhattacharjee. In the end despite the opposi¬ 
tion, Panchanan Bhattacharjee won the elec¬ 
tion in the union board and became its presi¬ 
dent. Sometime later Kazi Azimul Haque 
along with Amir Ali of Khaspur lodged a 
complaint about defalcation of school funds 
against the existing school committee in 
order to harass Byomkesh Bhattacharjee, the 
then secretary of the school committee and 
Panchanan Bhattacharjee, the then head of 
the instiiution. letters were sent to the depu¬ 
ty inspector of .schools and the director of 
public instruction, the state education 
minister in 1953. As a consequence of this 
petition, the existing committee was dismiss¬ 
ed by the government and an ad-hoc com¬ 
mittee was formed under the secretaryship 
ol Nurul Absar in 1956, in which Panchanan 
Bhattacharjee was the only ex-officio 
member from the previous committee. As we 
will see later this incident had an impact on 
the union board election in 1964. 

Panchanan Bhattacharfec remained presi: 
dent ol the union board until 1964, when 
new elections took place after the inaugura¬ 
tion of the new panchayati raj in October 
1964. 

There was a triangular contest for the post 
of president between Kamaruzzaman, 
Shyam Bhattacharjee and Bamapada Roy, 
a retireci school teacher of Masundi. In this 
election for the first time the Khanji faction 
now represented by Fazicy Ahmed, son of 
Nurul Absar, became sharply opposed to the 
Rajoor faction of which Byomkesh and 
Panchanan Bhattacharjee were the de facto 
head. The Khanji faction stood against the 
nomination of Shyamal Bhattacharjee, 
younger son of Panchanan, for the post of 
president and selected Kamaruzz.amBn as 
their candidate. The long-standing alliance 
between the Mirza family and the Bhat- 
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UduUTM family was now broken. As;a 
result, Kamaruzzaman was elected president 
and thus fulfilled his long cherished ambi¬ 
tion. The prinapal reason for the realign- 
ment/among two groups were, firstly, the 
desire of the Rajoor group to establish its 
independent dominance and secondly and 
more specifically Byomkesh's attempt to 
come to an understanding with Kazi Azimiil 
Haque in order to bring to a close the bit¬ 
terness caused by the I9S3 incident. It is .said 
that the two actually reached such an 
understanding before the 1964 election, but 
Nurul Absar knew nothing about it When 
it became known, Nurul Absar took ii 
as a personal affront and an attempt b> 
Bhaltacharjee to override his wishes. At ihc 
Anchal panchayat election of 1964, the 
Nurul Absar faction, through his son Fazleva 
Ahmed, decided to do everything possible 
to defeat Shyamal Bhattacharjec. f-azlcy 
Ahmed supported the candidature of 
Kamaruzzaman. Nurul Absar also arrang¬ 
ed for Bamapada Roy of Masundi to 
become a candidate in order to divide the 
vot<•^ which might have been cast in lavour 
of Shyamal Bhattacharjec As a result, their 
former relation came to a temporary 
stand-still 

Kamaruzzaman’s name was proposed by 
Fazley Ahmed and ol Shyamal Bhaltacharjee 
by Kazi Anowarul Islam. Radhashayam 
Ghosh proposed the name of Bamapada 
Roy. Tushar Kami Ghosh of Rajoor second¬ 
ed the name of Shyamal Bhattacharjec. 
Shyamal Bhattacharjec got seven votes 
Bamapada Roy got three voles and 
Kamaruzzaman was elected as president by- 
getting nine voles and remained president up 
to 1977. 

Basis ok thk Oi u siructiirp of 
Dominance 

The structure ol authority which we have 
so far described and which continued m 
existence in the Kaioor area until the early 
1970s might be characterised by many as 
‘traditional' However a detailed study ol the 
history of such a 'tradiiionar elite will often 
show that IIS origins actually he in the fair¬ 
ly recent past In our case, we have shown 
that the three most inllueiiliul lamilies in 
Rajoor emerged in the lust half of the 19lh 
century and their rise to dominance were 
directly linked to the political order created 
in the Bengal countryside under the British 
colonial rule. All three owed then powei and 
influence to the sliucture ol landed 
proprietorship—-in this particulai case, the 
‘patnidari’ arrangement under the 
Bardhaman Raj—and in the case ol the 
Bhaltacharjee to the structure ol formal 
education in the English language. 

Their influence was exercised through a 
combination of formal and inlormal means 
Until the abolition of zammdan, all ol them 
were sub.sianiial landowners and thus a sec¬ 
tion of the pca.sani population were directly 
their tenants. But this was not the only 
source of their influence in the area. They 


performed various lunctions in festivals, 
charitable works social arbitration, etc, as 
the “leading men” of the area. 

But these informal methods were sup¬ 
ported, corroborated and strongly legitimis¬ 
ed by their position in and their access to. 
the formal structure of state authority. They 
were the 'natural' candidates for formal 
positions in local government institutions 
and were always accorded this status in their 
dealings with state officials and agencies 
The competition for such formal positions 
was always restricted to this tiny circle and 
the political process of such eompeiition 
operated within that narrow circle, in the 
form ol 'lactionalism' 

This kind ol politics within the clues, was 
al least in this area, quite unconnected with 
political parties or organised political 
movements And as a eonsequence ol this 
the changes that have taken place since Ihe 
late 1960s can be seen in much sharper f(Kus 
The sliucture of authority which |srcvailed 
III Rajoor from the 19th century until the 
earlv 1970s was eliccled through formal as 
well as inlormal means But it was idcnlil'ied 
and lecogmsed by its association with Ihe 
lormal aulhoiily of Ihe slate Ihc state 
iccognised the local dominance ol these 
lamilies, Ihe lamilies in turn sought to 
demonstrate their dominance by occupying 
formal positions ol auihoriiy. 

Ill 

KajtMir uii(i«‘r Panchnyal Raj— 
Panchaynl in 1964 

The Rajoor Anchal first came under pur¬ 
view ol the panchayaii raj system in 1964. 
Allhough the Balwanirei Mehta .study team 
III 1954 had suggested an all-India model, 
consisting of three tiers ol a panchayati raj 
system West Bengal adopted in 1957-58 a 
loui tier sirucluie on the grounds of con¬ 
tinuity with the older system of kK.al govern 
mem in the province. The establishment ol 
the panchayati raj .system, m place ol the 
union board, was proclaimed as a depanurc 
from the legacy ol ihc colonial stale, lor a 
considerable period ol colonial lule, the 
village viitually remained outside the do¬ 
main ol any kind ol organised politics It 
was principally Ihe site for the application 
ol the revemie and judicial power of the stale 
and lor the maintenance of law and order 
lo a large extent, the existing structure ol 
class powci in the countryside was simply 
lecogmsed. Ihe revenue, judicial and law 
and order admimstraliQn were made lo tunc- 
iion lor the most part by seeking the 
co-<«pcration of the locally powerful classes. 
Lven when insiiiuiions ol government were 
extended into rural areas in the form ol 
‘local government' in the last decades ol col¬ 
onial rule, the control of the bumaucracy was 
considerable, and the effect was for the most 
pan to co-opt into structure of government 
a slightly wider section ol the dominant 
rural classes 

In the post-colonial period the state 
sought to extend its domain of operation 
and established the panchayat system, at 


least tlworetically, to provide an opportunity 
to different classes in the rural areas to par¬ 
ticipate in the instituted process of politics. 
To an extent this was a legacy of the national 
movement. In reality, of course, it only pro¬ 
vided a new source of power in the form of 
the panchayat lo Ihe existing dominant 
clas.scs. This served at least two purposes; 
first, It opened up a chance to bring the 
politics of the rural dominant classes under 
the aegis of the institutional forms of state 
power, and secondly, it helped the state to 
widen Its support base in rural society. 

The first panchayat election under the 
lour-iier structure was held in Rajoor in 
1964. No further elections were held until 
1978. In the 1964 election members al the 
lowest rung of the panchayat bodies were 
elected al the village assembly, but no for¬ 
mal balloting look place. For the three 
higher tiers presidents were elected by the 
members of the lower bodies. If we look at 
the pattern of the panchayat leadership in 
1964, we will find that members of the 
families of 'big-men' we have described 
earlier, were very much the leaders here. For 
example Shyamal Bhaltacharjee, Fazley 
Ahmed. Kamaruzzaman, Syed Wahed Ali, 
Syed Abul Khair, etc, members of the tradi¬ 
tionally dominant families now acquired a 
new type of legal status as members of the 
statutory panchayat bodies in addition to 
their traditional status as ‘big-men*. 

Thus the exicntion of the structure of Ihc 
organisation deeper into the village did not 
mean very much, the traditional big-men 
were still in authority. In tact they maintain¬ 
ed muili ol iliiv powci up lo 1977. when the 
left Front coalition cameTnto office in West 
Bengal, although the power of the families 
was gradually declining since 1967. In 1964 
the preponderant jsosition of Ihe traditional 
big-meti was sufficient to enable them to 
conduct the eleclion/selcction procedure for 
the panchayat s entirely according to their 
plans. Candidates for the panchayat level 
were selected separately Irom each village. 
None of the big-meii personally contested 
any of these posts but they nominated their 
sons or othei close relatives to take then 
place on these bodies There were contests, 
of course, because each taclional group tried 
to put as many of their candidates as possi¬ 
ble al the lower level, so that they could 
become a decisive factor in the election for 
the panchayat 

f’ANlllAYAI AND DtJMINANC P. 1964-67 

Certain changes, of course, arc pereep- 
lablc in the pattern of rural dominance in 
the 1960s The West Bengal Estate Acquisi¬ 
tion Act of 1950 only increased a tendency 
among landowners either lo distribute the 
total holdings under different names in the 
same family or lo hold them as 'benami' 
land to evade the ceiling limit of 25 acres. 
What began therefore, was a new kind ol 
fragmentation of landownership among 
members ol the same family, but Ihe posi¬ 
tion of the family as a whole remained Ihc 
same. 
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As we have said, (he pancnayat bodies 
were niled up in 1964 by members of a 
younger generation of the traditionally 
dominant families. But one important 
change had come about here because of (he 
need to fragment the landholdings of the 
family, in response to the abolition of /ainin- 
dari and intermediary rights. It meant that 
these younger members of the families were 
now individually owners of much smaller 
amounts of land. As long as the older 
patriarchs were alive, the younger members 
were still under their control. But in a scn.se, 
the very basts of traditional zamindari 
authority had been eroded. Secondly, unlike 
(he former patriarchs of these families, the 
younger members were somew hat more open 
in their style of dealing with other people 
in the village and not quite in the same 
authoritarian mould as their fathers. 

Kamaruzzaman, president of Rajoor an 
chal panchayat, in this period, explained this 
by saying, “During my tenure as president, 
I tried to convene panchayat meetings once 
a month, which was very rare during the 
time ol our fathers. Since 1964, on many ot- 
casions, the Gram panchayat look an active 
part in resolving some village problems In 
fact, we were more cl tec live, bui not 
necessarily undcmocralk in settling disputes, 
conflicts, etc." 

We can illustrate the manner m which the 
panchayats became a site lor the excicisc ot 
dominanife in this period by iiHiking ai a lew 
cases: 

Cu'ic-I r/VA.S-dn; 

There were approximately 15 cotlahs (I 
cottah - 720 sq ft) of land belonging to 
Haradhan Bhaitachartee, a member of the 
Ihattacharjee family ol Rajoor, adjacent to 
which there was a pond belonging to 
Himanshu Bhattacharjee, son of Byomkesh 
Bhattacharjee. In 1965, while cleaning his 
pond, Himanshu apparently encroached into 
Haradhan’s land and extended his pond 
Shyamal Bhattacharjee brought this lo ihc 
notice of Haradhan and advised him lo 
lodge a complaint against Himanshu in the 
panchayat. Haradhan taking the help ol 
Tushar Kami Ghosh complained to the pan 
chayat. Ttishar Kano arranged foi the 
panchayat members to nu.ke nn 'nvesiig.i- 
tion. After investig.oion ihi . anchayai 
members were convinced that ilic ih,irgc was 
valid and asked Himanshu cithei to jiav the 
price of the land now brought within the 
pond or to give a share of the pond in pro¬ 
portion to the amount of land encioachcd 
into. Himanshu Bhattacharjee refused on 
the plea that the land originally belonged to 
his portion. Kamaruzzaman then took the 
initiative in lodging a case against Himan- 
sbui in favour of Haradhan. The case was 
ultimately decided out of court by the ac¬ 
tive arbitration of Panchanan Bhattachar- 
jee, and Himanshu agreed to give Haradhan 
the share of that pond in proportion to the 
latter’s land and also allow to the latter's 


family the use of Ihc 'ghat'. 

Regarding this case, it was alleged that the 
over-zealousness of Kamaruzzaman was 
mainly due to the long standing rivalry 
between the Bhaitacharjee’s of Rajoor and 
the Mirza's ol Khanji. Secondly, Shyamal 
Bhattacharjee's interest in the case largely 
stemmed from the conflict within the (wo 
branches of the Bhattacharjee family which 
no doubt comprised a major factor in deter¬ 
mining the family’s politics, specially since 
the death ol Byomkesh Bhattacharjee in 
November 1964. Thirdly, in the later phase 
ol the case Panchanan Bhattacharjee came 
in as a mediator mainly because he did not 
approve ol any outside iiiterlerence in what 
he thought w.js an inteinal lamily matter 
This case show s how m this period the pan- 
chayai could become a site for the playing 
out ol the conflicts within and between 
dominant l.imilios 

( 

Mona Don; ol Klunji, apparently in a 
drunken si.iic, had misbehaved with Punai, 
daughiei ol Sadli.jn Dom Sadhan Doin 
complained lo Kamaiu/zaman At the lat- 
lei's inilialive. Mona Doin was foiced to 
mairy Puiwi in the presence of the pan 
chayat arbitialois 

Here is a case where a ‘big-man’ could still 
impose an auihorilanan social sancuoii 
ihiough ihe panchayat 

( nvi'-1 

Sanatan Bagchi and his brother ol Bahaia 
used to loinlly cultivate a ten ‘bigha’ plot 
belonging lo Nani Mukherjee ot Paridugram, 
an adjacent sillagc In 1965-66, the three 
bioiheis decided to separate and claimed 
equal portion ot the crop from this land. But 
the eldei brother Sanataii claimed a larger 
portion, because the plough w Inch was used 
in the cultivaiion ol this land had been pur¬ 
chased b\ him from his dow ry. I his quar- 
I' I iiltimaieK led lo a fight and Nityadhan, 

I ' .econil brother, badly injured, was ad- 
inilleii into the piimary health centre A 
police case was tiled against Sanaiaii and 
Sudlian At the peisonal initiative ol 
Bamapada Roy ol Masuiidi and Nam 
Mukherjee, the landlord, the panchayat 
membeis ol this area met and tried to 
arrange a compromise between the three 
biothers m iheit presence After a lot of 
altercation, a compiomisc was reached and 
the police case was withdrawn. 

All of these cases reveal that during this 
pciiod iht panchayat was often able to suc- 
cesslully inreivene in local disputes of dil- 
lereiii kinds Bui (he solutions were mostly 
in the nature ol judgments, imposed from 
(he top and backed by the social authority 
of the ‘big men’ However, when Ihe domi¬ 
nant lamil.'cs were directly involved in a 
dispute, (he attempt of aibitration by the 
panchayat was somewhat less than effective. 
We can cue ‘orne cases cf this nature. 
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(V.ye-5 

Syed Abdul Khair, himself a panchayat 
membei, was involved m a dispute with Nasir 
All, his cousin, over Ihc ownership of a 
house Abdul Khair instead of going to the 
panchayat lot arbitration, went to court. The 
matter was later settled mutually between the 
cousins. 

( 

ladu Nath Karmakar ol Rajoor once beat 
Ins cowherd Ganga Kushmete for no ap¬ 
parent reason. Ganga took shelter with 
Hridyananda Ghosh, a local CPI(M) leader. 
The latter advised him to complain to the 
panchayat (l.aier in 1981 Hridyananda 
recalled the incident during an interview with 
me, and commented that his intention was 
to make Ganga disillusioned about the then 
panchayat members) But Ihe panchayat did 
nothing to redress Ganga’s grievances 
because Jadu Karmakar was the brother of 
a local leader Madhu Karmakar The pan¬ 
chayat only advised Cianga to do his duty 
properlv and not to mix with Hridyananda 
(ihosh 

( (nc 7 

Aiiowar Hossain. an emerging (.ongress 
leader ol Raikha once broke down the wall 
ot Badar All's house, which was adjacent to 
his cow-shed, while he was repairing and 
extending his cow-shed Badar Ali complain¬ 
ed to the panchayat on the advice of 
Hiidyanatida Ghosh But without doing 
anything in this matter the panchayat simply 
asked him to repair the wall at his own cost 
because m their judgment it was an uninten¬ 
tional fault on Ihe pan ol Anowar Hossain 
for winch he was repentant. 

( i/'.c-.V 

Bhabcn Saha of Argon beat Lakhai 
Miichi on the suspicion ol theft in his hou.se. 
I alcr 1 akhai’s innocence was proved. On 
(hat occasion Sadhu C'haran Mitra, a local 
communist leader, made a deputation to the 
panchayat on behalf of the villagers. But the 
panchayat remained silent When Sadhu 
Charan asked the president why the pan¬ 
chayat wcis not taking any action, he was told 
that “Ihc person concerned should com¬ 
plain, none else”. At Ihe same time, Radha 
Raman Saha, uncle ot Bhaben Saha, warn¬ 
ed Lakhai that if he lodged any complaint 
eithei to the police or to the pancnayat, then 
no one would support him and he might 
even be thrown out of the village. A few 
months after this incident, Lakhai, without 
telling anyone left the village along with his 
family, and was later found earning his liv¬ 
ing as a cobbler in the market town of 
Kandra 

Another interesting aspect ol the changes 
which were under way in the period from 
1964 was the phenomenon of disputes within 
the traditionally big families. This in turn 
helped to break the homogeneity and the 
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solid bas;s of power of those families. 

After the death of Panchanan Bhattacharjee 
in 1967, the inner family rift among the 
Bhattacharjee became prominent. Of course, 
the strained relation started in 1964 when 
Shyamal Bhattacharjee was defeated in the 
presidentship election. After the election 
Shyamal Bhattacharjee blamed Byomkesh 
for his defeat. In his opinion the quarrel bet¬ 
ween the Mirza's and Byomkesh Bhattacharjee 
had led to his defeat, because if it had been 
otherwise, either Kamaruzzaman would not 
have stood as a candidate or Nurul Absar 
would have lent his support to him instead 
of his nephew. From that time, Shyamal 
Bhattacharjee had grown .sceptical about ac¬ 
cepting Byomkesh’s advice. In his opinion, 
“During that lime my uncle was rather busy 
in coming to an understanding with Azimul 
Hoque just to hush up the defalcation 
charge and to save his own position in the 
Rajoor school’s managing committee!’ 

Shyamal Bhattacharjee's dissatisfaction 
became clear in a meeting of the Rajoor 
shcool committee in April 1964. At that 
meeting Byomkesh Bhattacharjee, as 
secretary of the school cominitiec announc¬ 
ed that, because ol the non-availability of 
government aid in time, the teachers would 
be paid only half of their salaries and the 
remaining portions would be adjusted later. 
The teachers’ representative, Shyamal 
Bhattacharjee not only refused to accept the 
parital payment, hut directly alleged that the 
plea of non-availabilily of government aid 
was false. His allegation was later found to 
be correct. This incident considerably 
damaged the public image of Byomkesh 
Bhattacharjee. 

In 1965 after the death of Byomkesh, his 
son Himanshu Bhattachaijce started cam 
paigning against Shyamal Bhattacharjee in 
the school’s managing committee election. 
He even threatened a newly appointed 
Sanskrit teacher Adinalh Chakraborty, that 
if he supported Shyamal in the teachers’ 
representative election, his appointment 
would not be approved by the committee. 
Nagesh Bhattacharjee anoihei teacher was 
similarly threatened I tie threat apparently 
worked because Shyamal Bhattacharjee lost 
the election and Anowar Ah, popularly 
known as “Matar (Master") was elected 

The rift became wider w hen Shyamal 
Bhattacharjee took the initiative in harass¬ 
ing Himangshu in the case of Haradhan 
Bhattacharjee (stated eailier). The rili 
became permanent after the death ol 
Ranchanan Bhattacharjee. As a result ol this 
Shyamal began to come closer to the local 
left oppo.sition led by Ranien Bhallacharjcc. 
Hridyananda Ghosh and Tushar Kanti 
Ghosh. They saw in him an alternative to 
the authority of the Bhattacharjee on the 
one hand and other middle class leadeis (led 
by Karmakars) on the other They projected 
him as a progressive teacher like his lather, 
who had fought against the vested interests 
of the Mirzas and the Bhattacharjees and 
the exploitation of the Karmakars. 

' ike the Bhattacharjee, a rift had also ap¬ 


peared inthe Mirza family from around 
1964-65. For example, Fazley Ahmed did not 
wholly accept the inclusion of Anowar 
Hossain of Raikha as chairman of the 
special advisory committee of the pan- 
chayat. Although he did not make any open 
statement, his displeasure was very much ap¬ 
parent. On many occasions, Fazley Ahmed, 
also a teacher’s representative of Rajooi 
School, opposed the secretary Anowar 
Hossain in the meetings of the school’s 
managing committee. In the case ol 
Badar Ah (stated earlier) he directly accus¬ 
ed Anowar It is true, however, that 
the rift in the Mirza family did not become 
as prominent as in the ca.se of their counter¬ 
part in Rajoor before 1967. But when the 
CPI(M), after becoming a partner in the new 
united front mini.stry in March 1967, came 
out with a militant programme of identify¬ 
ing surplus lands in this region (i e, lands 
held beyond the ceiling limits), Fazley 
Ahmed even brought an allegation of 
defalcation of panchayai funds against 
Kamaruzzaman. It is significant that during 
1967 to 1971, no land belonging to Fazley 
Ahmed was declared as surplus and vested 
with the government 

As regards the Syeds of Khaspur, they had 
for sometime became members of the pari- 
chayat body mainly as a satellite of the 
Mirzas. Upto 1964, the Syeds were always 
opposed to the Mirzas in village rivalries 
But in 1964 Syed Abdul Khair supported 
Kamaruzzaman in the presidentship elec¬ 
tion. In fact, since the death ol Syed Amir 
All, continuous fragmentation of property 
within the Syeds had considerably lowered 
their local dominance. At the same lime, this 
enabled the Shaikhs of Khaspur, the tradi¬ 
tional rivals of the Syeds, in alliance with 
the lower-caste Hindus, to come up as an 
united and viable alternative to the Syeds in 
the locality. So the Syeds were looking for 
an alliance with other big families ol the 
region in order to regain their position. And 
strile between the Bhattacharjee and the 
Mirzas just before 1964 made it possible for 
them to come closer to the Mirzas of Khanji 
1 hercafici on every occasion they remain¬ 
ed with the Mirzas rather than taking any 
independent position in the panchayat. 

It IS evident from this account of the func¬ 
tioning of the panchayat before 1977 that 
the basic characteristics of class relations 
before the entry ol organised political par¬ 
ties in the area made for a fairly straightfor¬ 
ward structure of dominance and subordina¬ 
tion Social power was clearly marked and 
belonged unquestionably to the dominant 
families. They controlled to a large extent 
the means of livelihood ol the vast majority 
of the poorer people—who were left out of 
any direct and independent participation in 
the institutional process of the exercise of 
local power. Politics in the organised sense 
was almost exclusively a matter of the in 
terests of the dominant families themselves. 
When other ’interests’ came into the picture, 
it was in the form of the vertical solidarity 
of some big families with thoir ‘clients’ 


among the poorer people: they never took 
the form of horizontal solidarity of any 
sections of the dominated against the 
dominators as a whole. 

As Sadhu Charan Mitra, one of the 
CPI(M) leaders of this locality explained to 
me, “During that lime, a real panchayat 
system could not establish its roots only 
l^ause of the dominance of some big 
families over the area. So the basic function 
of the panchayat in those days was to col¬ 
lect taxes and pay the office bearers or to 
meet the BDO for money and other 
allowances for their use. This actually made 
the lower class people suspicious of and in¬ 
different towards any such organisation!’ 
Neiai Hari of Khanji, put this even more 
starkly: “In those days the panchayai was 
mainly for the ‘bhadralok’, we were 
‘choiolok’: so we did not gel any entry into 

It!’ 

But this overwhelming grip of the domi¬ 
nant classes was not universally accepted. We 
have no means to establish this directly from 
the evidence we can get of the functioning 
of the local siruclurc of authority. But it can 
be inferred Irom the events that took place 
that the changed condition of state politics 
from 1967 made it possible for opposition 
to be organised against the dominant 
families as a whole. 

The coming to power of the UF govern- 
meni in 1967 and again in 1969 and the tur¬ 
bulent period of ihe foui general elections 
in West Bengal between 1967 and 1972 had 
a great impact in breaking through the old 
pattern of power and collaboration between 
the dominant and the dominated. The first 
major organised protest movement was laun¬ 
ched by the local Kisan Sahha in December 
1969 foi higher wages for agricultural 
labourers and in 1970 there came another 
strong movement for getting an equal share 
ol the crop m lands cultivated by sharecrop¬ 
pers In these movements the local CPI(M) 
unit ensured massive participation ol share¬ 
croppers and landless agricultural labourers. 
Jagannath Majhi ol Rajoor (panchayat 
members m 1978, 1983)explained tome, “we 
joined in those movements because we felt 
that this party speaks for us. After joining 
the movement to our utter surprise, we 
found that ail officials of the state including 
the police were in support of our struggle 
for crops and wages. On some occasions the 
police even protected us from the violent 
attack of landlords!’ 

PhRIOD OF TURMOII AND RE.STORAflON 
Ol Sr/t7Di (Jun 1967-76 

Things changed completely in 1972 when 
the Congress won massively in the election, 
and the ‘big’ families revived to a certain 
extent their old dominance. Although dur¬ 
ing the period from 1965 to 1972 CPI(M) 
emerged as a substantial force in Ihe Rajoor 
anchal, it was still not in a position to 
become an alternative to the big-men of the 
area The main source of its rising influence 
was the set of anti-landlord policies broach- 
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ed by the new Up ^^Qvcrnntcnt. These 
measures created an' atmosphere in which 
people of the tower das&es could challenge 
the dominance of the big families and could 
be mobilised in this effort by a new leader¬ 
ship. For example, on at least two or three 
occasions in 1967-68 the CPI(M) leaders 
organi.sed attempts by some share-croppers 
to thresh the paddy in their own yards rather 
than in those belonging to the landlords. 
They also organised a considerable number 
of landless labourers in a movement tor 
higher wages. This leadership also formed 
some small groups in ditfereni areas and 
conducted regular group meetings. The 
growing self-confidence of ihe poorcr-people 
is shown by the fact that they even came lor- 
ward to the panchayat with complaints 
against the upper class people without going 
through any of their pations, something that 
was unthinkable before 1967. 

This is not lo say that the economic basis 
on which most of the old patron client rela¬ 
tionship stood, had been abolished A 
landless labourer or share-cropper was still 
greatly dependent on his patron—landlord 
in "anous ways, principallv lor the loaiTof 
paddy for subsistence given by the land 
owners during the lean period or during the 
time of cultivation. Wiihoiii this loan, 
cultivation by ihe poorer peasant was 
impossible. It is not that the organisers of 
the movements at their initial .stage had any 
definite schemes to offci by which the share¬ 
croppers "or landless peasants could shake 
off their economic dependence on the 
landlords The most significant effect ol 
these movements was rather to instil a degree 
of self-confidence among the dominated and 
to show them the possibility that even within 
these constraints they could still build up 
horizontal solidarities and challenge the 
untrammelled power of the big families 

The history of party political organisation 
in this locality is not very old. From this 
point of view, the Rajoor area may be con¬ 
sidered as b.ickward in comparison with 
other parts of Bardhaman district It is only 
in 1964 that an organised pohiical force 
gradually began to emerge in this are-i C'on- 
solidating the solidarity among ihc poorest 
sections, this force slowly came out to op 
pose the feudal style dominance ol the big 
families. But it did not lead to a total class 
confrontation between landlords and tenants 
or labourers. In the first place, the continued 
economic dependence on the landlord ol a 
longer section of the poorer i>cople posed 
what may be called an obj^'ciive constraint 
on the movement. It was not feasible to go 
as far as to jeopardise these necessary ties 
with the patrons. Secondly, the new leaders 
were themselves not Ironi among the 
poorest. It IS possible to argue that the class 
location of the new leaders made it necessary 
for them to keep the economic demands of 
the movement within certain narrowly defin¬ 
ed boundaries. We thus get a lot of evidence 
regarding this new polities which gives the 
impression more of a politics of compromise 
rather than that of revolutionary militancy. 


(■</.sr'-9 

In l970Shyamal Bhattacharjee withdrew 10 
(ten) ‘bighas’ of land from his share crop¬ 
per Amar Majhi on the plea that he would 
cultivate It himself by employing laboureis. 
Some CPI(M) leaders advised Amar Majhi 

10 oppose Ihc rviclion. Instead of lollowing 
Ihis advice Amar Majhi lold the leaders that 
he had decided to give up cullivaiion and 
would Stan fishing. To help him Shyanial 
Bhaliacharjrc offered him some money lor 
buying a tishiiig net and also leased out lo 
him a poriioii of one ol his ponds Kaihei 
than risk his livelihood, Amar Majhi 
accepted his eviction and remained under the 
palrunagc ol Shyamal Bhallacharjee 

We have other cases indicating alteinpis on 
the pail of landowners lo reestablish ihcir 
dominance on a new basis 
t asc K) 

Flara Mnndal ol iiorih Kajoor reinsiulcd his 
share-cropper kamkurn Bugdi as Krisan m 
1970-71 He also evicied all his share-croppers 
and redisirihuicd those lands among them 
after making some allcrations in ihe boun¬ 
daries Kamaruz/aman ol khanji donaled 
five cotlahs ot home sle,ad land lo his share¬ 
cropper 111 1969 

On the other hand from 1965-66 there 
began aiicmpis to idcniify and occupy the 
surplus lands vcsied with the goveriimeni 
In ihis Ihe landless peasantry of the area 
were led by the newly emerging political 
leaders of the CPI(M). 

(Vzsf’-// 

On January 21-24 of 1969 a group ol about 
fifty partially armed landless gathered under 
Ihc leadership of Mona Shaikh lo occupy a 
five 'bigha' plot of lands of Syed Wahed Ah 
of Khaspur Balaram Bhowmick, another 
C'PljM) leader of Khaspur was also preseni 
The landless peasants hoisted a red flag on 
ihc plot and slaricd lo reap Ihe paddy crop 
Syed Wahed All, avoiding any direct conflict 
with them, complained instead lo the near- 
bv police sialion ai Kandra Bui before the 
police force reached ihc place, the peasants 
finished ihe reaping and went away with the 
crop Syed Wahed All also lodged a com- 
nlainl wiih the panchayat The panchayat 
sent a summons lo the men who had reaped 
the crop, but Mona Shaikh and Balaram 
Bhowmick remained absent From ihe 
following ycai. Wahed Ali slopped culiiva- 
lion on these lands When his Krisan Tcna 
Ah lold him thai he was ready to eullivaie 
■ he land, Wahed Ah said that he could do 

11 al his own risk "Bui if I do noi gel my 
share ol crop. I will lodge a case against you 
m court” Wahed Ah. however, did give some 
paddy to Tcna A li as loan for his subsistence 
Since then the plot remained fallow until 
1969 In Ihc meantime in 1%8 Wahed Ah, 
during the spell of presidential rule m West 
Bengal s leccsslully irersuaded the court lo 
issue individual warrants m Ihe name of at 
least ihiily forceful occupiers including 
Mona Shaikh and Balaram Bhowmick For 
some time, all excepting five of these men 
fled the village. Only Motor, Dhona, Kuro 
Bagchi, Ishak and I.atan were arrested. After 
spending two days in police custody, they 
were freed by Wahed Ali on bail. Whal 


followed was a new type of bondage of these 
landless labourers with Wahed Ali. In 1969 
when the UF' government again came to 
power in the state, no further initiative for 
lorcible cKcupation was seen among the 
landless peasants of this area. Wahed Ali 
Maned cuiusalion on Ihe disputed plot with 
his own krisan Tena Ah without any in- 
icrfcrence from the olhers. He did however 
cmplov as latiourers a few aforesaid persons 
on his land In 1971 Wahed Ali ultimately 
ssiihdicss Ihc case al the request of Sri 
Mohan Ihakiir and Sadhii C'haran Mitra, 
the local C I*1<M) leaders, 
flic altcmpi lo organise the distinct in¬ 
terests of share-croppers and landless 
peasants in opposition lo ihc dominance of 
landowners and ‘big-men’ ihcrcfore began 
in the mid-1960s At the forelroni of these 
efforts was the newly emerging organised 
political force in the area, namely the local 
C'PI(M) leadership. I'he succe.ss of these ef¬ 
forts, however, was to a large extent depen¬ 
dent on the prevailing climate in the larger 
political environment, specitically the kind 
ot political forces conslituting Ihe state 
govcriimciii In the period from 1965 to 
1977, there wcie many sudden changes in 
this environment. This was reflected in Ihc 
locality in Ihc periodic upsurges m the agita¬ 
tion ol Ihe oppres.scd small and landless 
peasantry and the public suppression of 
these movements and rcassertion of the 
power ol the dominant landowning classes. 
When the Congress came back in 1972, a 
Bargadari Act was passed to safeguard the 
rights of the .share-croppers, but virtually no 
attempt was made to implement the provi¬ 
sions of Ihc act. 

The movements launched by the newly 
organised Icll parly were not able to bring 
about any dramatic change in the pre¬ 
dominate pattern of socio-economic rela¬ 
tions in Ihis area. There was also no attempt 
as yet to change the panchayat leadership or' 
to establish an alternative political leader¬ 
ship The subordinate peasantry did make 
attempts to challenge the authority of the 
dominant landowning families, but when 
their attempts were suppressed they ap¬ 
parently reverted lo the old pattern of 
subservience. When they could mobilise ade¬ 
quate numbers and felt that the political at¬ 
mosphere was favourable to them, they acted 
(such as in the ca.ses of threshing paddy, or 
in the movement for higher wages). At other 
limes when they fell it was a losing battle, 
they merely accepted their bondage (as in the 
case of Wahed Ali). 

F*erhaps inis was a pattern inherent in the 
activities and consciousness of the subor¬ 
dinate classes in all pre-capitalist societies. 
If so the elements of change which become 
crucial in the modern period is the relation 
of these activities m the larger world of 
organised politics which evolves around the 
new representative institutions of the 
modern state. It is here, that we must locale 
the significance of the new form of organisa¬ 
tion of the interests of the small and landless 
peasantry and the impact of these move- 
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nien(!> on the consciousness of the people 
We find from our account of this period, not 
only an awareness of the grievances of the 
dominated classes and of their feelings ol 
t-eing oppressed, but also the mobilisation 
of their demands in specific and realisable 
forms. The most significant aspect of these 
new forms of organisation was the growing 
awareness that success depended crucially on 
the balance of forces prevailing not so much 
in the local agrarian siruciure, but in ihc 
wider political environment, paiiicularly in 
the complexion of the state government 
Increasingly the poorei people of the area 
began to feel that if the state government 
consisted of political foiees that were sym¬ 
pathetic to their demands then agitation 
stood a better chance of being successful and 
the prcs'ailing constraints ol the local 
power structure could be oveicomc (in 
the other hand, if the policies ol the state 
government were not favouiablc to then in¬ 
terests. their agitations were likely to be pin 
down, because the locally dominani seel ion 
would b'lng to their aid the eniiic ntachineis 
of local administration, the police and ihe 
law-courts. 

It IS here that we find the most significant 
change in the pattern ol dominance and 
subordination in Rajooi in ihc period 
1965-77: the growing awareness of a 
systematic relalionship bcisscen Ihc local 
power structure and the structure ol the 
state Both dominant and exploited classes 
were now more aware than esen before that 
the furtherance ol their respective inictests 
depended crucially on the relation ol forces 
prevailing in the state government 1 lie 
experience ol ihc two goveiiimenis 
demonstrated to the poorci sections ot ihc- 
pcasantry in Rajoor that with a favourable 
parly structure in the state government, their 
attempts to mobili.se against the locally 
dominant families could result in some 
degree of success, without it. iheir 
movements would be suppressed, lor the 
dominani sections too, the period Irom 1965 
to 1977 showed that they could not depend 
any more on the local bases of power as in¬ 
stitutionalised within the 'traditional' village 
eommunily, it could no longer be assumed 
that the slate would not intervene in their 
day-to-day exercise of powci, or if ii came 
to a crisis, that the state would automnPcally 
intervene in their favour The result ol this 
new awareness on both sides was firsilv, the 
coming together in an entirely new form of 
the two domains of polities, specifically in 
the form of political paflies operating in 
both spheres (in this ease, two parties—the 
CPUM) and the Congres.s); second a virtual¬ 
ly irreversible change in the paiiern of local 
politics, from one in which 'politics' meant 
only the conflict and alignment between a 
handful of locally dominant tamilics to one 
in which the mass of the population was 
directly involved in entirely new forms ol 
representative political organisation; and 
third the awareness of class antagonism as 
the core issue of politics and the possibilities 
of political action around this i.ssue. 


True the emergence of these new elements 
in local politics did not immediately mean 
a change in the structure of power itself. As 
wc have staled earlier, the ties of dependence 
which perpetuated a structure of dominance 
and subordmaiiori were nut abolished. What 
did cmcigc, however, was the awareness of 
new possibilities ol political action, prin 
cipally around ihc organised activiiics ol 
political panics In ihc period from 1972 lo 
1977, the new parly of opposition to domi¬ 
nant interests in the RanH>i countryside, has 
ing made its appearance in the presious 
decade, was forced lo maintain a low pio- 
filc because ol iis defeat in Ihc assembly elcs 
lion in 1972. It was only after 1977 that n 
was to reappear in a big way. By then the 
identification ol the respective political pat 
tics wiih aniagonisiic class interest m the 
locality would become t|uite clear After 
1977, l.indlcss labourers and share-croppers 
would say ijuilc unambiguously “II the 
<.'PI(M) remains m power, it would be good 
for us, because it will be our go'cinnicm 
Ihc Congress is the paiiy ol 'big men' 

How was Ibis change hroughi aboiil ’ I he 
answer lo llial niieslion would requiic more 
detailed analysis ol the process ol the decline 
ol Ihc old siruciure ol dominance and the 
rise, as a paiallel but eonnecled process, ol 
new oigamsed poliiieal lorees, 

/■XMIM)ARI .AHOLHION and 
1 \MI) KfrokM A( I 

In 19.18, I a/lul Huq, the then prime 
minisiei ol Bengal provincial eoininission, 
lormed the land revenue commission under 
ihc chairmanship of Francis Floud lo ex- 
amine ihe economic viabiliiy ol large land 
holding I he principal recoinmcndalions of 
the commission were lirsi of all to abolish 
the /aniindan syslcm lor rsoiwari sysicm, 
and seeondlv, ii recommended ihai 
hargadais be rcgaidcd as tenants with 
detinue rights lo the land they worked I he 
West Bengal I slate Ai qiiisiiion Act 19^1 
came into el led letrospeclively in lebriiary 
1954 Ihe ael w.is primalily used as an in 
slrumeni foi the aboliiion ol the permanent 
sclllemcnl Ihe l.iw also put a eciliiig lirnii 
ol 25 acies ol agiiciiiliiral land and called 
(oi ihe ,Ki|iiisilion ot surplus lands in ex¬ 
cess ol llul ceiling limit later to present Ihe 
'benaini n.nistcr ol excess land the law in- 
tludecl clause 5 a ihrough amendment lo a 
null the s.ihdily ol iiansfcr ol land bv sale, 
rnoitgage, lease, exchange or gift lor 
an-iding Ihc stated ceiling limit provision 
In 1955 ihe West Bcn.ttal govcrnmcni passed 
anolhci aci on hand reform The main pin 
pose ot this act was lo deline the respective 
legal lights ol hindlords and working pea¬ 
sant on the one hand and to preserve the 
system ol crop sharing and wage labour or. 
the other Ibis act was also the first legal 
measure which explicitly recognised the 
existence of the share-cropping system by 
fixing the proportion of share between share¬ 
croppers and landloid in dilfcrcni share¬ 
cropping arrangemcnis. 


The effect of zantindari abolition and 
land reform did not operate in all areas in 
exactly similar ways. The intermediary forms 
ol rent collecting interests in land were, of 
course, legally abolished all over ihc state. 
In Rajoor, therefore, the earlier basts of the 
donnnanec of'ihe big families in 'palnidan' 
and other intermediary rights disappeared 
after Ihc tstaic Acquisition Act. But this did 
not mean that the big families were wholly 
expropriated The land they had held m their 
direct possession as 'Khas' land was retailed 
by them hy adopting ihc twin methods ol 
peiLcllmg out the property among individual 
members oi ihc lamily and 'benami' 
transai'lion 

1-1 I K I !/1 / XMINIIARI AHOI I riON AND 
I y\n Kl lORM IN RAKK)R 

As Ml o' he I places in Wesi Bengal, in 
Rajoor too, the iicher landow ners hurriedly 
irar'slor'cil i!k excess lands in favour ot then 
relaiions and henaindars i vcil ineliisiun of 
seclion 5A, through amendment, did nol 
help in pieveniing ihese evasive land 
iransfers As a result ol ihis, however the 
large joint lamilics with big landholdings 
now become separated into smaller pro 
priclory units The landed properties of both 
the Bhaiiaehai jee and Karmakar families ol 
Rajoor were separated in this way m 1954-55. 
The Syed family ol Khaspur and Ihe Mirza 
family of Khanji also divided their total 
holdings among their brothers as individual 
holdings They did nol have any immediate 
effect on the pattern of land management 
of these families, foi the head of the family 
continued to operate the family lands as a 
single unit as m the old days But the seeds 
of liagmeniaiion had been sown, and the 
consequences would become evident when 
the next gencialion eoine to excreue ctfec 
live control over their properlies 

In ease ot Ihe Bhaiiaehai |ce tanniy, for 
insiaiice, despite ihe legal parcelling out ol 
Ihe propeily among ditleieni membeis ol 
ihe lamilv. ihe |oint management ol ihc 
tamilv land conimuid iiiiiil ihe death ot 
I’aiichanan BhallachaMec in 1967 .Alter this, 
wiili Ihc exeepiion ol Shvanial Bhaiiaehai |cx'. 
the olhei members ol the family gr,idu:illy 
lell the village lo lake up employment in 
Caleulla and other urban areas As a result 
ol this, their links with the village gradually 
weakened, and they mote or less became 
small absentee l.andowners. At present these 
members ol the Bhaiiaeharjee family 
generally gather in the village ones or twice 
in the year at the time of festivals. They also 
come to the village after harvesting, only to 
take their share of the crops. They have to 
a large extent lost their traditional ties and 
family solidarity and members of the 
younger generation are known to the 
inhabitants of the village only superfieially. 

The same may be said about the Syed 
family of Khaspur. Although their total 
holdings were distributed among different 
members of the family lo avoid the land ceil¬ 
ing, the family lands werejotnily managed 
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by Amir Ali, Abut Khair and Bozley All. 
Only Nowjer Ali and his four sons were 
formally separated from the main family. 
The four sons of Nowjer Ali left the village 
to take up employment in other places, one 
of them in Abu Dhabi 

After tne death of Sycd Amir Ali in 1959 
the disintegration of the main branch ot the 
family started. So far the domineering in¬ 
fluence of Syed Amir All had papered over 
the cracks appearing in the solidarity of the 
family. Immediately after his death, his elder 
son Syed Nasir All formally separated his 
portion of the properly from that of his 
uncle Wahed Ali. Syed Abul Khan, on the 
other hand, left the village with his family 
to lake up employment in a jute mill near 
Hooghly. Thereafter hi.s connection with the 
village declined, later, when his sister Alema 
Begam, on being appointed as headmisiicss 
of Rajoor Girl’s High School, came to reside 
in the village iieaiby eight years after their 
departure, Abul Khair's son kairul Alum 
also came back to the \ illage with Ins aunt 
Kairul Alam gradualls came slose to the 
leaders ol the t'i’l(M) and emetged ,ts a 
leading opponcni ot Ins brnlhci S\cd N.isn 
Ah 

Only two sons ot Syed Amii Mi llius 
stayed in the village permaiienits Nis.ii All. 
the youngest son ol Syed Amir All , Icli the 
village to lake up employmeni m ihe middle 
east in 1968-69. and belore tiis tinal depar 
turc Iroiii the village, he sold out hiv pot- 
tion ol The landed pioperty to his eldei 
brother and uncles At present only Nasir 
Ah. Nowjesh Ah (heirs ol Amir Ah) and 
Wahed All stav in ihc village, but all ol ihem 
arc lormally sepaiated Itoni one atiothcr 
Just alter the presidentship election ol the 
panchayat in 1964. Ihe successors ol Amir 
Ah had tried to come closet to the Mir/as 
of Khanji by suppoiiing k.imaruz/amaii m 
Ihc election But the growing tragmcntaiion 
and innci conflict within Ihe Syed laniilv 
soon made ii impossible lor il lo play anv 
leading role in village politics. 

1 he picliire ot disinicgraiioii ol the Mir/a 
family ol Khanji is somewhat diflerent Nc> 
mcmbei ol this family has actually lell Ihe 
villgc for other places. Despite this the cor¬ 
porate unity ol the family has broken since 
Ihe end ol I96()s Once again*ihc domineer¬ 
ing influence of Nuriil Absar had prevented 
this rills from coming lo the surtaee. Bui 
after his death in 1969. Iragmentation was 
quickened and the points of diflereiice bet 
ween Fa/lc-y Ahmed and Kamaiu/zaman 
gradually became evident During 1968-70 
Fazley Ahmed had swung like a pendulam, 
now coming close to the left orgamsation. 
now moving away to a traditional role ol ‘big 
man’. In the new pattern of village politics, 
based on organisaitonul strength and 
ideological affinities, Fa/Icy Ahmed soon 
became branded as an unreliable political 
ally. By the 19’70s he was no longer in the 
picture as a political personality in Rajoor. 

It was thus more the fragmentation of the 
joint family properly among individual 
members than any form of expropriation of 


the big landowners, which led to the 
rapid decline in the proprietory basis of 
dominance of the big families of Rajoor 
The ceiling laws did not have any impact on 
Rajoor at all, because no land in the area 
was declared as surplus and vested with the 
government Thus, while it is difficult lor 
obvious reason to obtain any reliable con¬ 
firmation of the accounts of land held by 
the wealthy lam ilies of the Rajoor area, from 
this evidence alone one can presume that 
they were able to manage their properties 
well enough lo evade the ceiling laws impos¬ 
ed by ihe Estates Acquisiiicin Act 

The I RA ol 1955, however, has had a 
more direct impact on this, area which 
requires aitcniion, because of Us intiuence 
on Ihe contemporary siiuaiion. We have seen 
(hat this legislation attempted to dcline ilie 
iighis ol shaie-cioppers, although the pro¬ 
visions were hardly saiistaciory in secuiing 
ihem ihcir rights However, the very attempt 
made landowners moie wary about giving 
their lands lo share-croppers The legislation 
prompted landowners lo attempt some 
changes in ihe organisation ol agriculluial 
production Fieviously big landowners were 
in (he habit ol leasing out their lands to 
share croppers in return for a shaie-ol- 
produce rein Bui alter the 1955 act non 
cultivating landowners in particular stalled 
to have a major portion ol then lands 
cultivated either bv hired labourers oi by 
kri\um, wiih ihe landowners’ own plough 
and bull in older lo meel the ‘personal 
cultivation' provision ol the law. This change 
look place iioi only lor the four or five ‘big’ 
lamilies ot the area, hui lor a much larger 
segment ol non cultrvaling owners, all ol 
whom were not necessarily holders ol large 
properties From the late 1950s, the old type 
ol absentee landowners became quite rate 
Even in those cases where lands were 
cullivaled bv share-cropivers. it was common 
for landlords to closely supervise (he work 
ot cultivaiioii 

1 he l and Revenue Act ol 1955 also 
had a general ellect ol giving rise lo a 
tendency ol evicliiig baigadais and replac 
ing them by hired labourers. As slated by N 
Bandycypadhyay "lls immediate practical el- 
fecl was It) provoke a large scale eviction ol 
bargadars by landowners Irom their iiadi- 
lional possession All records admit lhai 
eviction ol bargadars on an unprecedented 
scale in the 1950s and early 1960s;’- 

Noi surprisingly (his led to protests by 
evicted share-croppers By about l%5-66, we 
have evidenee ol scattered rcsistencc by 
bargadars against landowners in the Rajoor 
area. Il is also in these movements that wc 
see the appearance ol an entirely new kind 
of (xrlitical leadership, acting from the 
ideological and oiganisational point of view 
of the Communisi Party. The basic strength 
of this leadership as we see is more depien- 
dent on its alliance with the political party 
It is to the origins of that political leader¬ 
ship in the Rajoor area that we need to 
examine. 


Rise of a Ntw Llaoership 

Organised efforts to create a nucleus fot 
communist activities began in this area in 
1955. Sri Mohan Thakur and Kinkar Nandi 
of Kundra were associated with the undivid¬ 
ed Communist Party. But for a long lime 
they had been unable to spread the organisa¬ 
tion of the CPI in the villages of the Rajoor 
area. In 1955-56 (he Bardhaman district 
committee of the Communist Party sent 
Biraj Roy to Kundra with the respionsibitity 
of organising a parly cell. Sadhu Charan 
Miiia ol khanji had siudicd with Uiraj Roy 
III college Although Sadhu Charan had 
never taken any active part in politics in his 
sludeni days, he was known to be a sup¬ 
porter of the leftist sludeni organisation. 
Biraj Roy first contacted Sadhu Charan and 
uiged him lo take primary membership of 
Ihc parly and lo organise the local parly 
eommitice Sadhu C haraii Mura got in touch 
with Sii Mohan Thakui ot kundra and they 
mutually siaiicd to work among the landless 
pcasunis and share-croppers ol this area. 
Sadhu Charan Milra look charge of Khan¬ 
ji, Khaspui, cic, while Sii Mohan Thakur 
look ihc icsporisihiliiy ot Rajoor and the 
suirounding area. In l96()Kmkar Nandi lo.st 
his membership because of dissensions with 
the parly Since then Sri Mohan lhakur 
became ihc iiiosi imporiani communist 
Icadci ol this area. 

Sri Mohan Thakur was known to Ihc 
Bhallacharjec tamilv ol Rajoor He used this 
conneciion lo make irequeni visits lo Rajoor 
to do poiiiicul work in sutrounding villages 
like Masundi, Raikha and Bahara. 

Sadhu k haiaii Mura’s work among poor 
villagers and the new political ideas he talked 
aboiil, allractcd towards him a young man 
oi 16 or 18 ycarv, Hridyananda Ghosh. 
Hridyanuiida was known as something of 
a rebel beiausc ol his crusade against the 
dominant lamilics ol this area When 
Dharani Dhai Ghosh, lather of Hridyananda, 
died, his son was only a boy of 8-10 years. 
Alter his lather’s death his uncle, Hrishikesh, 
Radha Raman and Sudhir soon deprived 
Hridyananda oi his legitimate share of the 
family propeity, and put him, his mother 
and two unmarried sisters in dire straits. 
I hey were only given five bighas of land and 
a small dwelling house Hridyananda later 
told me 

Although I he enure episode of this decep- 
iion was known (o Dakiarbabu (Byomkesh 
Hhailacharjee) and khan Saheb (Nurul 
Absai of Khanp), thev remained indifferenl 
III that mailer I hey even persuaded 
kiiinarcsh Ghosh (a close associate ol 
Bhailachai lee and Nurul Absar and a relative 
ol Hridyananda) more or less lo support 
Hrishikesh (ihosh in this affair 
Since then Hridyananda began to 
challenge the aulhoriiy ol these dominant 
lamilios in various mailers. Following his 
association with Sri Mohan Thakur nearly 
ten or iwcive years afier this incident, 
Hridyananda discovered a new purpose in 
his rebellious attitude towards the ‘big-men’ 
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of fhe loddily. After having lost his share 
iirthe family property Hridyananda Ghosh 
began cultivation on his five bigha plot with 
the help of Jagannalh Majhi, who was 
earlier a share-cropper alUched to the 
Ghosh family. In Hridyananda’s word; 

... I never liked this business of cultivation 
or management of landed property. But this 
gave me an opportunity to come closer to the 
poor people. They also accepted me more 
easily as their friend with identical interests 
Although I only had a formal education upio 
Class VI, I could understand their sufferings. 
I also began to feel the forms of feudal 
exploitation by the dominant families. I had 
belonged to that type of a family but cir¬ 
cumstances had thrown me out of my family. 
It was at this time, when I was thinking about 
how to fight against those powerful families 
to check their domination over the poorer 
people, I came in contact with Sri Mohan 
Thakur, and from him I came to know some 
other things.' 

While Sri Mohan Thakur was trying to 
build up the party organisation in Rajoor 
and surrounding areas, Sadhu Charan Mitra 
was trying the same thing in Khanji with the 
help of two of his former school friends; 
Mozaharal Haque Siddique (popularly 
known as ‘Sabur Mia’) and Bhola Hazra. At 
this stage, however, the Indo-China war 
broke out in 1962, following which the newly 
formed party organisation was unable to 
develop any further and only a few leaders 
remained with the party. 

Between l%4 and 1967, things began to 
change rather quickly. On the one hand 
Byomkesh Bhattacharjee died in 1964 and 
Banchanan Bhattacharjee in l%7. In l%S 
Nurul Absar suffered a paralytic stroke 
which prevented him from playing any fur¬ 
ther active role in village politics. The 
removal of these big men from the scene had 
its direct impact mainly on the corporate 
power of the dominant families, because 
given the change in the mode of property 
holding from a joint family to an individual 
basis, rifts began to appear within each of 
the dominant families: this is something we 
have discussed earlier. At the other end of 
the political spectrum, the most important 
event was the establishment of the Kisan 
Sabha Organisation in the Rajoor area in 
1967. 

The formation of the UF government in 
1967 gave a new boost to the organisatiotial 
efforts of the communist leaders of Rajoor. 
it was at this juncture that the ‘krisan sabha' 
unit was formed.' Four men took the most 
active part during that time: Hridyananda 
Ghosh, Sadhu Charan Mitra, Mazaharul 
Hoque Siddique (popularly known as Sahur 
Mia) and Romen Bhattacharjee. 

Romen Bhattacharjee and his family had 
come from East Pakistan to West Bengal as 
a reiugee in I960. Before this, Romen's elder 
brother Deben Bhattacharjee had negotiated 
an exchange of property with Motahar 
Hossain of Rajoor through his nephew 
Asraju Hoque who was a neighbour ot 
the Bhattacharjcc's in Dacca. Dcbcn 
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Bhatumharjee came to RRioor in i960 and 
met Motahar Hossain with a letter from 
Asraful Hoque. He also met Panchanan 
Bhattacharjee and Byomkesh Bhattacharjee, 
and requested them to intercede on his 
behalf and expedite the exchange deal. Six 
months later Motahar Hossain left Rajoor 
for Dacca and Deben Bhattacharjee obtain¬ 
ed his property at Rajoor. 

Romen Bhattacharjee after moving to 
West Bengal in I960 was working as a clerk 
in Calcutta, in 1963, he was sacked by his 
employers because of his involvement in the 
trade union movement. Having no alter¬ 
native, he came to Rajoor and decided to 
concentrate on cultivation. Soon after his 
arrival he came in touch with the left-minded 
people of this locality. His connection with 
the trade unions in Calcutta and also with 
some state level leaders of the Communist 
Party made him a prominent person among 
the communists of the Rajoor area. 

By 1965-66, Romen Bhattacharjee 
established himself as a leading propagator 
of the CPI(M). Since he had no toots among 
the local landowners, Romen Bhattacharjee 
found it much ea.sier to come clo.ser to the 
share-croppers and landless labourers and 
to gain their tru.st. Being Brahmin by caste, 
his intimacy with the lower-class people was 
viewed with contempt by the upper castes, 
but for this very reason the lower caste 
peasants and labourers regarded him with 
love and respect. Romen Bhattacharjee also 
told me; 

There was another psychological reason lor 
their accepting me as being on their side 
Although I came from a city like Calcutta, 
yet I was living with them, trying to talk in 
their dialect This was regarded by them as 
something unique As regards other local 
leaders ol this area like Sadhu Charan, 
Hridyananda, etc, they accepted me primari¬ 
ly for three reasons- (i) due to the directives 
coming from the higher level of the parly, 
(ii) because I had more frequent contacts 
with senior leaders of the party than any 
other local leaders, and (lit) because I was 
a reasonably good sjieaker in public meetings 
and could more easily convince the local 
people about the party-line and the pro¬ 
gramme ol the party. During 1967-68 we 
organised a large number of group meeting 
here"* 

Since 1966, the local organisation of the 
CPI{M) party steadily strengthened its base. 
Sadhu Charan Mitra, Bhola Ha/ra and 
Sahur Mia of Khaji, Hridyananda Ghosh, 
lushar Kanti Ghosh and Romen Bhatia- 
charjec of Rajoor, Ali Hossain and Aba 
Taub of Raikha were local leaders of the 
CPl(M). 

The picture was diflereni in Khaspur 
Until 1967 the CPI(M) had been unable to 
build a base in Khaspur, largely because ol 
the staunch opposition of Syed Nasir All, 
son of Syed Amir Ali, who stood as a for¬ 
midable impediment in the way of spreading 
the party organisation. Balaram Bhowmick 
who lived in Khaspur tried several times to 
infuse an anii-Syed sentiment among the 


Hindus and the Shaikh Muilimi, tite latter 
being the traditional rivals of the Syeds in 
Khaspur. But this attempt had never taken 
any concrete organisational form. In 1966 
Sy^ Khairal Alam, a cousin of Nasir Ali, 
came back to the village after completing his 
graduation from Calcutta. His progressive 
social attitude attracted Balaram Bhowmick 
who later explained to me; 

1 took this opportunity. Since he came from 
within the family, he could be used as an 
alternative power bloc against the dominance 
of the main section of the Syeds. So I started 
to organise a number of group meetings with 
him as the main speaker. Traditionally the 
relations between (he Syeds and (he Shaikhs 
were not at all friendly. So I used that too 
in order to build up a support base for our 
party in this locality. Because of (he closeness 
of Kairal Alam to our party, Nasir could not 
attack us directly. Gradually we began to get 
more supporters from the Syed family. That 
naturally strengthened our position.’ For 
example in 1970 the crops of Syed Nowjer 
Ali were kept in the house of his share- 
cropjiers for three days. Even on that oc¬ 
casion Syed Nasir Ali was unable to do 
anything because of the strength of the 
poor-peasant organisation led by his 
cousin Syed Kairul Alam. Later Nasir Ali 
succeeded in bringing the crop back to the 
farm yard of Syed Nowjer Ali only after 
accepting the terms of compromise pui 
forward by Kairul Alam. On the whole. 
It was mainly the exploitative attitude of 
the Syeds and the traditional rift between 
the Syeds on the one hand and the 
majority Shaikhs and lower-caste Hindus 
on the other which helped us to develop 
our support base as well as our organisa¬ 
tion in this locality. 

Balaram Bhowmick, as we have mention¬ 
ed earlier, had come in touch with the Com¬ 
munist Party during his student days and the 
ties had strengthened in the course of his 
associatioh with Sri Mohan Thakur of 
Kandra. 

The big-men were unable to meet this new 
challenge. The institutional forms of elec¬ 
toral politics had created the room for 
greater democratisation ol rural politics. The 
impact of this had not been felt in an area 
like Rajoor for nearly two decades after in¬ 
dependence, since an alternative ideological 
basis for democratic politics had not taken 
orsanisational roots in the area until the mid 
1960s. When such organisations and a new 
political leadership, working on different 
ideological principles did emerge, the ‘big- 
men’ had few resources to counter this threat 
to their dominance. Given their traditional 
style of exercising dominance; and the clearly 
marked social distance on which their 
former power was built, they could not, all 
of a sudden obliterate those distances and 
engage directly with sharecroppers and 
labourers in the new form of democratic 
politics. On the other hand, with the rapid 
decline in the corporate proprietory entity 
on which (heir family power was ba^, and 
the growth of dissentions within the family, 
they.did not have the confidence eitWr to 
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meet the challenge with a direct exercise of 
forcci or to build up an alternative organisa¬ 
tional force. In any case, this possibility 
became even more remote with the installa¬ 
tion of a UF ministry in West Bengal in 
1967. 

Until this time the Congress Party did not 
have any mass based organisation in the 
Rajoor area. Even since the first general elec¬ 
tion in I9S2, important district leaders of the 
Congress such as Abdus Sattar attempted to 
build a vote-getting machinery for the par¬ 
ty based on a series of personal alliances 
with locally dominant people like Byomkesh 
Bhattacharjec (who was Abdus Sattar’s elec¬ 
tion agent in this area during the Assembly 
Elections of 1957) Nurul Absar or the Syeds. 
These were the vote banks of the Congress 
and it was through them that relations were 
built between the electorate in the villages 
and the larger political systems These big- 
men used their power over poor peasants, 
share-croppers and labourers and their caste 
and kin linkages with the section ol land¬ 
owning peasants, to get votes for the Con¬ 
gress. In return, they got access to oificial 
patronage and a stamp of official legitimacy 
to their dominance over village society 

The big-men therefore continued to exer¬ 
cise real power in the village for the first two 
decades of democratic rule in independcni 
India. But they did not leave behind 
them any stable organisational basis lor 
such dominance. 1 he death ot Panchanan 
Bhattacharjec and the subsequent retirement 
of Nurul Absar showed up the historical 
limits of big-men politics in Rajoor. I'heie 
was none after them who could successfully 
establish the old kind of dominance on any 
viable basis. The next general ion of these big 
families were not psychologically piepared 
for engaging in the new forms of mass 
polities. The left organisation spread into the 
daily lives of the numerous lower-caste poor 
people of the area giving them a sense of 
power they could weild if they were united 
into a strong organisation The big families 
could do very little to oppose them, because 
they were not united as a force to challenge 
the emerging power oi the organised left. 
Soon they became irrelevant even as vote 
banks for the Congress. 

Of all the members of ihe big families 
only Shyamal Rhatiacharjee retained some 
influence. His relatively progressive outlook 
and apparent neutrality from the big men 
conflict as well as his opposition in .some 
cases to Kamaruzraman or the Syeds and 
in particular the Karinakar, who were the 
new dominant force in this area, made him 
more acceptable to the leaders of the 
CPI{M). When the pea.sants ol the area 
started to become organised under the 
leadership of Hridyananda Ghosh and 
Romen Bhattacharjec, Shyamal Bhattacharjec 
did not oppose them. In fact his position 
seemed to lend them indirect support. There 
were several elements in the new content of 
power which made this possible. Firstly the 
Karmakars became the main target of op¬ 
position for the share-croppers and landless 
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labourers. By contrast, the Bhattaaharjee 
family maintained good relations with their 
share-croppers. Secondly, the relation bet¬ 
ween the Bhattacharjee family and the 
Karmakars Were to all intents and purposes 
far from cordial. Thirdly, Shyamal Bhat- 
lacharjee was opposed to ^laram Karmakar 
in the school committee. And finally, 
Shyamal Bhattacharjec had a good personal 
relation with Romen Bhattacharjec. As a 
student of Panchanan Bhattacharjec, Sri 
Mohan Thakur too had a good rapport with 
this family. 

The activities of the left leadership receiv¬ 
ed a new burst of enthusiasm when the UF 
government in 1967 came forward to pro¬ 
tect the interest of the share-croppers and 
leaders peasants with some positive pro¬ 
grammes. The then land reforms minister 
Harekrishna Konar put emphasis on a com¬ 
mon threshing ground and khamar system 
for the benefit of the share-croppers and 
bargadars and suggested the establishment 
of a ‘panchayat khamar’. He also stressed 
on a penal clause for jotedars if they for¬ 
cibly took away paddy from the bargadars. 
Moreover Harekrishna said that the 
bargadar should have the right to store and 
thresh the paddy with prior intimation to the 
owners. If the owners have any objection. 
It is they who should go to the government 
for a decision. 

We have seen how the local party 
organi.saiion came forward in I967 with dif¬ 
ferent programmes like threshing paddy in 
the share-cropper's khamar, or forcible oc¬ 
cupation ol surplus lands, etc. These pro¬ 
grammes irrespective ol their success or 
failure in realising then demands, had a 
major impact in strengthening the collective 
organisation of the poor and landless 
peasants under the Icadciship ol the 
CPI(M) 

The fall ol the UF government temporari¬ 
ly made the CPl(M) somewhat immobile 
The enthusiasm which was shown among 
Ihe share-croppers during the short period 
of Ihe UF government seemed to wane. 

However, even during this period 
local leaders like Romen Bhattacharjee, 
Hridyananda Ghosh, Sri Mohan Thakur, 
Harapra.sad Singha, Sabur Mia, Sadhu 
Charan Mitra and others, continued to meet 
with villagers in different group meetings. 
A night school lor share-croppers and 
landless-labouicrs was started in the House 
of Haraprasad Singha of Masundi. The 
CPl(M) leaders in other words, did not lose 
touch with their potential supporters even 
when their overt political activities were at 
a low ebb. Jagannaih Majhi, a landless 
share-croppci and now a panchayat member 
told me in 198 5 

Alter the coiiiiiig ol these leaders we began 
to realise ihai even we could do something. 
Before wc were mostly in thedaik in matters 
such as elections and so on. No one cared 
to listen to our demands or complaints. 
Daktarbubu (Byomkesh Bhattacharjee) was 
the de fucto judge of everything. We were 
wholly dependent on his verdict. Before. 


headmaster (Panchanan Bhattacharjee) was 
the prodhan of the panchayat. Later he was 
replaced by Kamaruzzaman, but how all 
these things happened. In fact we had no , 
right to interfere in any matter. Of course, 
we had respect for them. Aflerwaids we came 
nearer to Hridyananda, Ramenbabu, etc. I 
personally used to move around with them 
from village to village, and gradually their 
opinions, the way they treated people like us 
uiiracied me to them and to their opinions. 
And I began to feel that we also could do 
something. 

In the mid-term elections of I969, the 
CPI(M) spccirically emphasised the agrarian 
class question in their propaganda: “You 
have been working on the land, but the 
landlords are getting the profits and you 
remain oppressed!’ In this elections, the 
Congress barely managed to win two seats 
in the whole of Bardhaman district. 

This substantial win in I969 inspired Ihe 
CPI(M) to continue their work with a new 
zeal. The attempt was made to organise 
share-croppers and landless labourers 
against Ihe oppression of the landowners. 
The Kisan Sabha, in Rajoor established in 
I967 played a vital role in this respect. The 
first executive body was formed with Sadhu 
Charan Mitra as secretary; Hridyananda 
Ghosh as assistant secretary; Romen 
Bhattacharjee as convener and Sabur Mia 
as cashier. Primarily the Kisan Sabha put 
forward two demands. Wage increase for 
agricultural labourers and equal division of 
crop between landlords and share-croppers, 
with the landowners paying half of the total 
production cost. As Sadhu Charan Mitra 
explained this stage of iHeir work; - 
"At the initial stage, we gave more emphasis 
on the wage increase movement rather than 
on our second demand The share-croppers 
were opprehensive that if they pul pressure 
to realise the SO:SO share instead of Ihe 
existing 60:40 ratio in favour of the land¬ 
owners, then they might face the problem of 
eviction In fact, this problem did emerge. 
Many owners like Dibakar Karmakar, Ihe 
Bhattacharjee family of Rajoor, Bama Rada 
Roy, Rakhal Raj Singha of Masundi, Fazity 
Ahmed of Kanji, Anowar Hossain of 
Raikha. etc. began cultivation under the 
krisan system, evicting their share-croppers. 
Although we opposed them, we were not able 
to do anything positive. At that lime we did 
not have any other means, like bargadar 
recording to protect the interests of the share¬ 
croppers Of course, that taught us a lesson 
for our future programme The result of 
those evictions was that the share-croppers 
became more embittered and radicalised and 
were convinced of the Marxist ideology that 
by organising themselves they could bring 
about some change!’ 

Sri Mohan Thakur told me in I980: 

"We did not face any strong resistance at the 
primary stage of organising our party. On 
the whole, Ihe potential for organisation was 
there, only there was no leadership. Congress, 
on the other hand, had no organisational 
base. Only a few big families enjoyed the 
dominance till the 1960$. They were Ihe ones 
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ivbo decided who would vote for whom. And 
ill this way the people of this locality 
sometime cast their votes in favour of the 
Congress or some other part les of big men’s 
c'loice!’ 

Risl Of New Ric h Peasan i Famii its 

Parallel to the process of decline of the 
old landlord proprietor families, there had 
also occurred in Rajoor the rise of a new rich 
peasant class. This new class has emerged 
from the relatively more prosperous sections 
of cultivating castes, such as karmakars and 
Ghosh (Sodgope). t'ven during the hey-day 
of the big men of this area, these rich 
peasant families were already making their 
presence felt in village life, although still in 
an entirely au.xiliary role. Kumaresh Ghosh, 
for instance was actively involved in dilfercnt 
matters of social welfare and philanthropy 
and often provided financial support to the 
big men. Most of these families had largo 
landholding which were cultivated by sub¬ 
tenants, but their chief sources of wealth 
came frm money-lending. In this role as 
creditors they olten solicited the support ol 
the ‘big men' in pressing their claims upon 
debtors, particularly in matters such as con- 
fiscation of property for non-payment And 
there were other occasions when the big men 
themselves depended on the financial sup¬ 
port of the rich Ghoshes and Karmakar 
families. For example, Panchanan Bhat- 
tacharjec, in trying to resolve the financial 
crisis of Rajoor Bandhal High School, once 
had to mortgage the ornaments ol Ins wife 
to Sudhir Karmakar m ordei to raise money 
for the school fund 

Despite their growing prominence since 
the 1950s. however, these rich peasani 
money-lender families had been unable to 
form themselves into a distinct political 
group with organised interests Initially 
during the 1960s, some enthusiastic leaders 
like Madhusudan Karmakai (son ol 
Kumaresh Chandra) Rabindra Nath Karmakar 
(later who has became the Congress leader 
in this area) had began to organise the richei 
Ghosh and Karmakar group with two ob¬ 
jectives in mind, first ol all. lo oppose the 
rising movements of the shaie-cioppers and 
labourers and second lo expand Iheir social 
influence and control over local inslitiitions 
Their efforts were particularly prominent in 
the matter of school commiitee In 1964-6' 
Khudiram Karmakar, Promotho Karmakar 
and two other ol this lineage were elected 
to the school committee. Madhusudan Kai- 
makar was also elected to the Panchavat in 
1984 with the patronage ol Bamapada Roy 
of Masundi, Panchanan Bhattachaijec ol 
Rajoor and Kumaresh Ghosh of Rajooi 
Madhusudan’s election, however, created a 
rift between him and his cousin Anadi 
Karmakar who was also interested in Dial 
post. Despite his effort Anadi Karmakar was 
unable to get the support of Panchanan 
Bhattacharjee and Bamapada Roy. 

At this time, therefore, the rich peasant 
families had still not found a clear organis¬ 
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ed form to pursue their interests. Many 
among them were still in favour of accep¬ 
ting the leadership of the ‘big men’, while 
others fell that they would have to oppose 
the ‘big men’ if they were to depend their 
interests effectively. At this stage, in the 
mid-1960s, the peasani movements under the 
guidance of the left activists, were still main¬ 
ly directed against the ‘big men’ of this 
locality. The rich peasant families lor the 
most part stood away from the conflict, not 
taking any direct part 

The Ghoshes were still in favoui of main- 
laining good relations with the big men 
Some ol ihe younger members ol ihesc 
families, like llndyananda Ciho-.h and 
Tushar Kami (ihosh were however, beginning 
lo come closet to the lelt leadership 
By 1966-67, however, the situation began 
lo change considerably. The rich peasant 
class now began to sever ns links ol 
dependence Ironi the big laniilies. The lust 
sign ol this separation became evident when 
in 1966, Khudiram Karmakar and Promotho 
Karmakar, two members ol the Rajoor 
school managing comniillee brought charges 
ol misuse ol powci against the then head¬ 
master of Die school, Sasunka Ganguli, 
Shyamal Bhaiiacharjee and Bamapada Rov 
weie in favour ol Sasaiika Cianguli 
But Khudiram Kaimakar and Promotho 
Karmakai by dint of their majoiity in the 
school cominillcc pressurised Sasanka 
(laiiguli to resign In his place they ap- 
poinlcd Balaram Karmakar, as hcadmastei 
As a consequence ol this episode Sliyaniai 
Bhattacharjee became directly o[iposed to 
the Karmakars This became the prelude to 
the final separation between the Karmakars 
and the ‘big men', especially the Bhaiu- 
charjee tamily On the olherliand this 
episode also opened up another tacel of the 
iich peasani group in Rajoor their inner 
coiinicl kliudiiani and Pronioiho Karmakar. 
icspectively biotliei and cousin ol Balaram 
Karmakar took the initialive in appointing 
him as headmaster. But this was not receiv 
ed equally well by all the families Dibakai 
Karmakar’s family in particular, and 
{ilioslics of Rajocii did not like Dus appoint 
ment They had pushed the case ol anolhei 
prospective candidalc Ironi Calculta, 
Subrala Roy, whose educalioiial qualifica 
tions were said lo be supcrioi lo those ol 
Balaram. I he Ghoshes and Anadi Karmakai 
suiipoiled Subrata Roy 

Behind this lay llieearliei sloiy ol Anadi 
Karmakar's ailemjit to cniei ihc Paiichayal 
which was lolled by .latmdra Nath Karmakar 
and his son Khudirapi who managed to get 
Madhusudan Kaimakai elected lo Die post 
These internal rivaliics between the dillcreni 
Kaiinakat and Ghosh lamilies continued to 
keep the iich peasant divided m Die local 
political arena The left parties too used this 
dll lereiices in l he mid-1960s to neutralise the 
rich peasani in the struggle against the ‘big 
men’. 

In a sense, the domain of politics had still 
not widened from the narrow circle Irom 
which power and inDucnec was weilded in 


Rajoor. This wideiitng took place In the late 
1960s and 1970$ with the spread of the 
movements among the lower classes, and 
took definite institutional form only after 
the new panchayat was formed in 1978 
through universal adult suffrage. It wtas only 
then that Ihc rich pea.sant class in Rajoor 
was forced by the new condition of politics 
to find a mure united political form to pro¬ 
tect their interests. 

The story of politics in Rajoor after 1978 
IS anothei story. We have presented here the 
materials lor understanding in a historical 
voniext both the conditions of possibilities 
and the signilicance of all that has happen¬ 
ed m the West Bengal countryside in the last 
ten years. I he specific micro-history may not 
be the same in every village. In particular, 
the iclativciy more mobilised areas, with 
longer histones of politically organised 
agrarian movements, will have significant¬ 
ly dtficrent histones for the period from 
1930s to the 1970s. However, Ihe number of 
such areas which have cnicicd Ihc historical 
records of peasant movements in Bengal is 
fairly small. We must understand Ihe lar 
more general impact ol the posi-1978 ex 
pcriments by considering how the relatively 
unniobiliscd areas have entered the domain 
ol provincial'politics. This is the substance 
of Ihc story we have recorded here. 
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Growth and Poverty 

The Urban Legend 

Anip IVliira 

This paper examines if the 'trickle down mechanism’ of growth on poverty can he asserted in the urban areas 
in India. Empirical evidence does not support this view as the rote of income growth originating from manufac¬ 
turing and tertiary sectors in tackling urban poverty is mostly found to be marginal over time. However, as per 
the results corresponding to cross-section data and time-series-cross-section pooled data industrialisation with 
rapid employment growth is suggested as a polirv variable for reducing urban poverty. 


I 

InlnHliirtion 

THE impact of economic growth on in¬ 
equality (poverty) has been a rnattci ol 
interest for quite a long time in the eoniesi 
of rural India When Ahlu'valia’s 11^78) 
analysis demonstrated the cffcei o! agri¬ 
cultural growith percolating to the rural poor. 
It was noted that the postulation eould be 
problematic as highei agiKultural yields and 
lower incidences ol rural poverty mainly 
revealed the impact ol a good monsoon 
Both Saith |l48l] and Ciaiha |I9K9| highlight 
the effect of price fliK'iuaiions on rural 
poverty. Rising relative prices ol t’oodgrains. 
agricultural products v/y-a-viy maniilactiir 
ing goods aie said lo iikic.oi iiiial po\eii\ 
in the short run [(ihosh, I989| Maihur 
1I985| corribines both the income effect and 
price effect (growth and mllation) thereby 
attributing the main reason lor the dil- 
fercnce in the conclusions ol Ahliiwalia 
(1978) and Sailh (19811 lo the diflercnee in 
specification .lain and letidulKar |I99()j 
examined the relative stieiigth ol growth 
versus redistribution in changing the head- 
count ratio of poverty over the period 
1970-71 to 1983. The influence of popula¬ 
tion factor directly on poverty, as discussed 
in Chakravarty (1987) also, has, howevei, not 
been introduced explicitly in the studies 
mentioned above Instead ol subscribing lo 
the view that the impact of P'lpulaiion t.i. ioi 
on poverty has been captured indirecih by 
per capita agricultural output, Walle |I985| 
in his equation introduced this \aiiable 
directly and obtained a positise asscKiation 
between population and rural poverty. In 
their cross-section study ol icual poveiiy, 
Sundaram and lendiilkai |IU88| explained 
the inter-regional variations m luial poverty 
in a recursive framework establishing a close 
association between the rate ol unemploy¬ 
ment—that captures the underutilisation ol 
labour instead of measunng the open 
unemployment simply—and poverty In the 
context of urban poveity we have elsewhere 
tried to examine its variation in r^ponse to 
rural poverty (Mura: 1988). This paper makes 
an attempt to link causally the income growth 
in the urban sector to urban poverty. The 
organisation of our discussion is as lollows. 
Section II explains tlte possible linkages that 
may exist between income growth and 
people below the poverty line in the urban 


areas. A bnet note on data and construc¬ 
tion ol variables is attached in Section III. 
The empirical results are discussed in 
Section IV and Section V summarises the 
major findings ’ 

II 

Sperifir-ation of Palliations 

We intena lo specily the head-count ratio 
ol urban posertv as a function of urban 
sector iiieoiiic pei capita, i e, maiiufactui- 
ing income per capita (also labour produc 
tiviiy m organised industry), trade income 
pel capita and service income pet capita 
The linkage between the dependent and the 
c'xplan.uoiy vaiiables can be interpreted as 
lollows- 

fhe term ‘cniploynient problem’ has been 
conceptualised m terms ol the growing im¬ 
balances between ihe growth of labour lorce, 
urban population and education on the one 
liaiid and the oppoituiiities for productive 
absorption ol laboui oflered by the existing 
economic structure on the other It encom¬ 
passes much more than simply the volume 
ol utiemploymetit An important attribute 
ol the term is the phenomenon of working 
pool who may pet form a great deal of work 
with veiv low productivity |ll O- 1972, Joshi 
and loslu Pf^bl I'lbaii povells in this 
sense, ihefcfote, is largely a manifestation 
ol excess supplies ol labour relative to the 
pi.idiictivc einplovment opportunities 
However, the set ol poor can be much widet 
ili.in what IV c.i|iluiecl by the term ol ‘employ- 
meiii problem' or Um pioductiveol miormal 
sector workers and, therefore, urban pover¬ 
ty cannot be explained entirely m terms of 
the laboui inaikcl heha\iour [lendulkai. 
1988, Rocigciv 19891 

Urban labtiur supply, we postulate, as a 
direct function ol urban industrial income 
per capita (labour productivity in an alter- 
natise specification) lor income growth may 
generate more employment opportunities'in 
this high wage activity Per capita industrial 
income tends to raise the urban labour sup¬ 
ply by raising both the rural-to-urban migra¬ 
tion rate at d the labour force participation 
rate of the urban residents. With the adop¬ 
tion of labour intensive technology when in¬ 
dustrial income growth is matched by a rapid 
employment growth that exceeds the urban 
labour supply growth also, the magnitude 
of excess labour supply existing in the urban 


locations declines. And so also urban pover¬ 
ty since, as mentioned above, it is primarily 
a relleciion of excess labour supply engaged 
in low productivity informal sector activitie$. 
Those engaged in such activities are now ab¬ 
sorbed in high productivity industry. Spread 
of industrialisation may give rise to the 
growth of ancillarics in the informal sector 
and a high level ol demand for their pro- 
dueis/sctvices in turn augment the earnings 
in these activities All this taken together 
suegesis .1 possible reduction of urban pover¬ 
ty However, such mechanisms get diluted 
when high productivity employment growth 
IS sluggish due to the adoption of capital 
iiiiensivc technology in the industry. In this 
situation industrial income growth (labour 
productivity growth) raises the urban labour 
supply by increasing the rural-to-urban 
migration rate and the labour force par¬ 
ticipation rate ol the urban residents and the 
extent of labour supply increase remafns 
much higher than Ihe industrial employment 
growth Thus the volume of excess labour 
supply and low productivity employment 
both grow in Ihe urban areas and so also 
urban poverty. Even if labour-intensive 
leehnology is adopted to generate more 
employment in the industry, its rate of 
growth can still tail short of the labour sup¬ 
ply growth I Ills IS particularly so when the 
rural migrants and urban residents initially 
outside the urban labour lorec respond 
more promptly and rapidly lo ah increase 
in per capita income growth in industry. In 
such situations their entry into the urban 
labour market does not allow the volume of 
excess supply of labour to decline and leaves 
the size of low productivity informal sector 
employment and urban poverty unaffected 
by growth. 

Similuily, one mas lake trade and service 
income per'eapita as an inducing factor of 
urban labour supply. But such rise could be 
primarily because ol increase in income of 
a few engaged in the higher echelons of these 
activities. Although it may still be argued 
that such rise in income can generate more 
demand for services provided by the infor¬ 
mal sector workers, the income of the latter 
IS unlikely to rise lor, the number of 
migrants and the increase in total labour 
supply is likely to exceed the rise in labour 
demand. Therefore, urban poverty, as ex¬ 
pected a prion, need not necessarily decline 
with increase in trade or service income if 
the urbanward migration and total labour 
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fupply increase are keot in view. 

The specifications which have been tried 
here are mentioned below. The equations 
may be taken to be the reduced form ver¬ 


sion of a structural model. 

UPOV = f (OILABPROD, t) .. . . (I) 

UPOV = g (OMFOPCI, t).(2) 

UPOV = h (MFGPCl, t).(3) 

UPOV = I (TRDFCl, SERPCI. t) .. (4) 
UPOV = j (MFGPCl. TRDPCI, 

SERPCI. t).(5) 


where, UPOV = Head count ratio of urban 
poverty 

OILABPROD = Organised industrial sec¬ 
tor labour productivity 
(O)MFGPCI = (Organised) Manufactur¬ 
ing income per capita 
TRDPCI = Tirade; hotel and restaurant 
income per capita 

SERPCI = Service (exclusive of public 
administration and 
defence) income per 
capita 

I = 1 line iiciiil 

Equations (I) and (2) have been estimated 
for 12 major states in India for ihe period 
1960-61 to 1973-74 Intormation from 
1977-78 and 1983 consumption expenditure 
surveys have not been included as the long 
time gap involved in the senes would render 
the time trend meaningless. Corresponding 
to the years 1977-78 and 1983 we have 
estimated the similar equations from the 
cross-section data. Fuitlier. equations (3). (4) 
and (5) have been esiimaied lor ihe period 
1960-61 to 1970-71 as stale domestic pio- 
ducts for the 1960s are reported in 1960-61 
prices and for the 1970s and early 1980s ai 
1970-71 prices which m a strict sense are noi 
comparable. However, lor the stales ol 
Andhra Pradesh, Madhya Pradesh, Oiissa 
and Uttar Pradesh the period has been ex¬ 
tended till 1973-74 as ihc entire series on 
SDP is available at 1970-71 prices. Also we 
have carried out regressions pooling both the 
cross-section and lime senes data for ihc 
period 1960-61 to 1970-71 and 1960-61 to 
1973-74 

lit 

Data and VarialtloH 

For our purpose ol esiimaling the urban 
sector income per capita we rely on the 
estimates of state domestic product Wc 
presume that a maioriiv ol manufacturing 
and tertiary income pamcularlv the organis¬ 
ed component—and ternary income 
originates from the urban sector. However, 
in terms of employment Mukhopadhyaya 
[1985] argues that the rural non-farm acti¬ 
vities in some of the labour surplus 
economies of south Asia like India and 
Bangladesh is absorbing a growing amount 
of-human labour. In fact, in some of the 
Don-agricuitural activities an equal number 
«f workers are Ipcafed both in the rural and 
lotian scctont,^ In this sense, our presump- 
tkw mm not be valid. But it may be further 
noted fl^ Mukhopadhyaya [1985] that the 


rural non-farm sector has a rather sharply 
biujodal nature particularly along the lines 
of production technology, linkage patterns 
and surplus generation. We may assume that 
a significant proportion of rural non- 
agricultural sector is primarily a manifesta¬ 
tion of low productivity activities. In fact 
Vaidyanathan [1986] viewed rural non- 
agricultural activities as a residual sectoi so 
that rural workers not being absorbed fully 
III agriculiurc spill o\ci iiito.iuiii ,ieiii.iiliiii.ii 
activities. Unni [1991] provided further 
evidence in this regard noting that regions 
with higher growth of agricultural produc¬ 
tion had to lower share of rural non- 
agricullural cinplOMiiciil. ihut is, icgions \Mlh 
rapid agricultural growth had better absorp¬ 
tion of labour in the agricultural sector itself 
with consequently less spill-over into the 
rural non-agricultural activities. Also she 
noted that above a certain level regions with 
a high proportion of landless labour 
households had a higher percentage of male 
non-agricultural workers in the rural areas 
In all, evidence has been indicative of the 
fact that rural non-farm sector has been 
mostly a low-productive sector, in this situa- 
iion, therefore, it is not inappropriate lo 
expect that the bulk of total (rural plus 
urban) non-agr'<-ultural income growth (cor¬ 
responding to the high productivity sector) 
has originated from the urban areas. 

The estimates of manufactuiing, trade 
and service (exclusive of public administra¬ 
tion) income per capita have been calculated 
after arriving at Ihc estimates of urban 
population lor the required years from ihe 
interpolaiioii and extrapolation of the decen¬ 
nial census data on urban population (1961, 
1971 and 1981 population censuses). .Sector 
specific incomes arc taken at constant prices 
in the tunc senes analysis. 

labour productivity and Ihc per capita in¬ 
come corresponding to the organised in¬ 
dustry have been calculated by divtding the 
net value added in the Census secloi ol the 
Annual Survey of Industries (ASI) by the 
total'number ol workers and total urban 
population, respectively It may be noted 
that as the ASI figures on Census sector net 
value added are available only at current 
prices, we have converted them into constant 
prices by the implicit price deflator obtain¬ 
ed from the Central Statistical Organisation 
(CSO) figures on the registered sector 
manufacturing component of state domestic 
product both at current and constant prices. 

Foi oiii piiipofe iinderlaking tunc 
series analysis (and time series-cross-section 
pooled), we have obtained the estimates of 
head count ratio on uiban poveny from a 
Study done by Gupta ct al 11982] However, 
for a pure cross-section anaJysirreferring to 
Ihe years 1977-78 and 1983 separately, we 
have estimated state specific urban poverty 
ratio inflating the poverty line of Rs 20 per 
capita consumption exjrenditure in 1960-61 
prices b\ Vltnhas ei al fl988| consumer price 
index corresponding to the* urban sector of 
the states. 


IV 

Empirical Results 

From our time series analysis the follow¬ 
ing results are obtained. 

In most of the states labour productivity 
or per capita income in organised manufac¬ 
turing (Census sector) docs not seem to have 
affected urban poverty negatively and signi¬ 
ficantly (Table I). Only in Andhra Pradesh 
both labour productivity as well as per capita 
value added originating from the Census 
sector of the organised industrial segment, 
affected urban poverty negatively and 
xignilivuntly In Tamil Nadu the negative 
relationship between labour productivity and 
urban poverty turns out to be significant 
only after the inclusion of the residual time 
trend. Otherwise the coefficient of the 
former is positive although insignificant at 
10 per cent level. But per capita income 
origiii.miij! Iroin ihc Census sector in Tamil 
Nadu is highly significant with a positive 
coefficient. Also, Gujarat and West Bengal 
reveal a positive relationship (significant) 
between the organised industrial perfor¬ 
mance and urban poverty. Rural-to-urban 
migration from within the state a\ 'vwll as 
from the neighbouring states augmenting the 
labour supply in the urban sector of these 
industrialised states and compelling the 
surplus labour to be absorbed in the low pro¬ 
ductivity sector in the face of capital inten¬ 
sive technology in the high productivity in¬ 
dustrial sector, may be emphasised to explain 
s.u-h poMiivc relationship mentioned above. 
In resi of the slates the variables are mostly 
insignificant at 5 or 10 per cent level imply¬ 
ing a negligible impact of industrialisation 
on urban poverty 

Further, regression of urban poverty on 
per capita income originating from total 
manufacturing, trade and service (taken 
separately in a multiple regression equation) 
again shows that at 5 or 10 per cent level of 
significance manufacturing income per 
capita is either insignificant or af(ects urban 
poverty positively (in the states of Bihar, 
Gujarat, Karnataka and Tbmil Nadu). It is 
only in Maharashtra where urban poverty 
varies inversely with total manufacturing 
income per capita (Table 2). 

As regards the trade and service income 
per capita the following conclusions are 
drawn (see Table 2 A). 

Except in Gujarat, Karnataka, Kerala and 
Rajasthan, in rest of the states it is quite clear 
that both trade and services iacomc per 
capita have not reduced urban poverty. In 
Bihar when trade income per capita seems 
to have raised urban poverty, service income 
per capita has lowered it. In Ikmil Nadu it 
is just the opposite: urban poverty has varied 
inversely with trade income per capita and 
directly with service income per capita. This 
seems lo indicate that in most of the states 
even the role of trade and services in tackling 
urban poverty has been fhther marginal. 

Keeping in view the rise and invariance of 
urban poverty in response to increase in in¬ 
come it may be argued that less evidence is 


Economic and Political Wrekly Maith 28, 199} 






Pconomk ud Adilica) Weekly March 28. 1992 661 









Table 2; Impal t oe Industry. Trade and Services on Urban Poverty: Recression Results lrom Time Series Data 
(Depcndefii Variable] Head Count Raik> of Urban Poverty) 



wt have applie-J the auto transform..ion lechniQue lo estimate the parameters 
Source- See Table 1 




milable in favour of income growth havr 
ing trickled down over time lb benefit the 
poor in the urban areas by creating aaoit 
employment opportunities. It provideiBomc 
indirect evidence to substantiate the point 
that excess supply of labour relative to 
sluggish employment growth in the produc¬ 
tive sector of the economy, has left low pro¬ 
ductivity employment and urban poverty 
unaffected in almost all the states One of 
the components of labour supply growth 
could be rural-to-urban migration But keep¬ 
ing in view the modest migration rates, other 
sources of labour supply such as naiiiial 
growth of population needs to be highlighted 
while accepting the ‘excess supply limited- 
demand' paradigm On the whole we have 
postulated a link between growth and povei 
ty in terms of employment when employ 
ment problem is characterised in terms ol 


TERK'I 

Positive Signilleant 

Positive significant 

Negative significant Tamil Nadu 

Insignificant Maharashtra 

Source: Based on Table 2. 


excess-supply-limited demand framework. 

In the equations corresponding to the 
cross-.section information for the years 
1977-78 and 1983, labour productivity in 
organised industry (Census sector) again 
turns out to be insignificant (Tkble 3). 
However organised industry income per 
capita affected urban poverty negatively m 
the year 1977-78. Also with respect to the 
total numil.i..luring income pci capita ui- 
baii poverty varied inversely in both the 
years Trade income per capita appears to 
be statistically significant with a negative 
coefficient onlv for the year 1977-78. Service 
income pci capita, however, has been highly 
iiisigmjicdni at both the points of time. 

Also to higtilighi the influence of popula¬ 
tion sue on urban poverty we have con 
sidcicd the loimci in the cross-sectional 
study In the time senes analysis we did not 


SERKJ 

Negative Signilicani Insignificant 

Bihar 

Kainutaka, Kerala, 
Kaiasih.in 

(iujaral Rest of the S states 


introduce this variable directly, as the intra-. 
polated estimates of population from me 
decennial censuses do not become meaning¬ 
ful in a regression equation. Neither for the 
year 1977-78 nor for 1983 did population 
size turn out to be significant. 

Since the observation sets both in the time 
series as well as the cross-section analyses 
mentioned above have been extremely small, 
we have pooled the data so as to allow suf¬ 
ficient variability 

Keeping in view the comparability of the 
figures on the state domestic product, we 
have pooled the time series-cross-section in- 
lormation for two broad categories of states 
(a) Andhra Pradesh, Madhya Pradesh, 
Orissa and Uttar Pradesh (b) Karnataka. 
Kerala, Maharashtra, Rajasthan, Thmil 
Nadu and West Bengal We have also in¬ 
troduced the state specific dummies in the 
regressions so as to emphasise the impor¬ 
tance of other state-specific characteristics. 
The results are reported in Table 4. 

Both labour productivity as weif as in¬ 
come per capita corresponding to organis¬ 
ed industry turn out to be statistically signifi¬ 
cant and the nature of their impact on urban 
poverty is found to be negative. However, 
after introducing the state-specific intercept 
dummies which are highly significant, it may 
be noted that in the equation corresponding 
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Noier. (I) N ^ 14, 

(2) Figures in pareiilliescs below the coefficients, are the l ratios • and •• represent significance at 5 and It) per cent level, respectively. 

(3) For the definition of i onsus scti..i see l.ihle 1 

(4) WT is While's lest siaiislic to check heteroscedasticMs. li is insigriificant at It) per cent level. 

Source: See Souices 2 and 4, Table I. 
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(31 WT is White's test statistic to detect heteroscedasiicily It is insignificant esen at 10 per cent lesel 



to the .wond group of states’ labour produc¬ 
tivity Ixtcomes hi^y insignificant. Further, 
the per capita organised industrial income 
takes a positive coefTicient. 

The regression of urban poverty on total 
manufacturing income per capita, trade in¬ 
come per capita and service income pei 
capita shows that they mostly remain in- 
signiticant for the first group of states when 
state dummies are included. Alone manufac¬ 
turing income per capita turns out to be 
signiHcant with a negative coefficient only 
when the state specific dummies are drop¬ 
ped from the equation. Similarly for the 
second group of states both manufacturing 
and trade income per capita are insignificant 
when the state specific intercept dummies are 
included. With ihc exclusion of dummies, 
they generate a negative influence on urban 
poverty, although with respect to services the 
association is positive. On ihe whole, we may 
conclude that at least with reference to in¬ 
come growth in tertiary aclivit)e.s there is no 
strong evidence in favour of percolation ef¬ 
fect of growth. In the light of our equation 
from cross-sec lion ami nine senes cioss- 
section pooled data, industrialisalion with 
employment growth is recommended as a 
policy mstrumeni for reducing urban pover 
ly. As the organised icriiaiy activity is not 
oriented lo absorb the unskilled variety of 
labour on a large'scale, ii is the high pro¬ 
ductivity industry that provides a solution 
to the ‘employment problem’ and poverty in 
the urban Sreas. 

V 

Cunriusion 

From the time senes analysis of urban 
povarly in different Indian states we noted 
that the ‘ti ickld down mechanism’ of growth 
benefiting the urban poor by creating gain¬ 
ful employment opportunities is supported 
by scanty evidence. Limited spread ol the in¬ 
dustry and sluggish employmcm growth in 
tkis sector in the face of excess supplies of 
labour do not seem lo Iijm iciIulciI ml '.hi 
poverty. Also income growth in icrtiais at 
tivities seems to have accrued mainly to 
those belonging to the top deciles of the in- 
come/expenditurc classes thus keeping the 
urban poor virtually unallected bv growth 
However, in the light o* oui anulvsis based 
on cross-section and time .sei les pooleti data, 
industrialisation with employment growth 
follows as a major policy implication I he 
scope for absorption of unskilled labour in 
high productivity tertiary activities being 
limited, it is the giowih of organised industry 
that may tackle the urban ‘cniploynieni pio- 
blem’ and poverty. 

[rhe aythor is indebted to K L K rishna, Swapna 
Mukhopadh>a\a, K Siind.ai.im and Snresli 
Tendulkar for their helpful comments and sug- 
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IMuraiiiack India 

MURABl .ACK INDIA is setting up at 
Tarapui, Maharashtra, a l(X) per cent export- 
oriented unit in the area of manufacture of 
conductive grade carbon blacks in diverse 
lields of applications, such as, dry cell bat¬ 
teries. printing inks, paints, plastics and rub¬ 
ber products. The capacity of Ihe project, 
which IS being set up iiXechnical and tinan- 
eial collaboration with Murachimie SA 
.Switzerland, is 9,000 tonnes per annum. The 
project IS being sued in category ‘C’ back¬ 
ward area and is lo be eligible for the bene¬ 
fits oi industry in such an area. It is jointly 
promoted by J K Malhotra and S T Shah 
and Biilduin Wetsser SA, Basel, Switzerland, 
through Its subsidiary Murachimie SA. 
Union Carbide India will be subscribing for 
MurabUck India’s equity share capital and 
acting as a major distributor of some of its 
products. The project is to cost Rs 53.03 
erore and the resources for it arc to comprise 
Rs 26.2 crorc of foreign exchange loan, 
Rs 1.65 crore of rupee term loan, Rs 20 lakh 
by way of state subsidy, and Rs 25.12 crore 
of equity funds. The company proposes to 
enter the capital market with a public issue 
ul equity shares in April/May this year. 
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DISCUSSION 

Vitamin ‘A’ and Childhood Mortality 

i^xmi Rahmathuila 


THE article on ‘Vitamin A and Child 
Mortality' (EPW) appears to be based 
mainly on the Sew England Journal of 
Medicine (SEJM) report and partial infor¬ 
mation gathered at a workshop. Ihe goal 
of the workshoD was to promote dictarv 
consumption of vitamin A and not a discus¬ 
sion on methodologies. However, some 
points raised are valid and we will attempt 
to answer them Most of the other points 
raised haveeasy answers and question need 
not have been raised if a personal detailed 
discussion with the author was attempted. 
Attempts have been made to invalidate the 
study without looking at all the data 
available. 

The focus on the Madurai study appears 
to be in retaliation to the fact that the study 
received favourable editorials in the SEJM 
and The Lancet and some son ol polarisa¬ 
tion between the west and the developing 
countries is attempted which should not be 
the view of any scientist. It will be a pity il 
scientific research becomes a victim ol 
politics. 

Coming to the study itself vitamin A is 
not a new subject. As eaily as IV28, based 
on extensive studies in vitamin A deliciency 
and control rate, Ciieen and Mcllanby|l| 
reported on vitamin A as an ‘anti-inlective 
agent’. Further they slated that “the lesions 
produced in animals by diets deficient in 
vitamin A are commonly found in man" and 
suggested that “this fact should be borne in 
mind in the study and treatment of them and 
other infective and pyogenic condition 
Additional evidence in animals recently 
summarised by Deiinert|2] has been reported 
by numerous investigators who demon¬ 
strated a protective effect from retinoid sup¬ 
plementation against several typos of infec¬ 
tions. The reasonable assumption to explain 
the association are (II That a malfunctioning 
immune system resulted from retinoid defi¬ 
ciency, and/or (2) The epithelium cells were 
compromised by rendering tissue lining 
vulnerable to invasion bv pathogens. 

Some 20-40 million children worldwide 
are estimated to be suffering from vitamin 
A deficiency at any one time and hall of 
them reside in lndia|.lj. 

The currently available evidence aptiears 
to support though not conclusively, the 
increased priority which is being given to 
programmes for the prevention ol viianiin A 
deficiency by policy-makers. At present it is 
not possible for any country to establish 
clearly what priority such programmes 
should be given relative to the other 
demands on their limited sources of health 
care resources. This crucial public health 
question can only be answered by carefully 
conducted controlled studies on the effects 
of vitamin A supplementation or other 


strategies for improving vitarriin A status in 
children. So lar, all the studies have been 
based on the mega dose supplementation. 
Can the same result and association be 
established with recommended dietary 
allowance intake? 

The obiectivcs of the study were to deter¬ 
mine the effect of an adequate intake ol 
vitamin A, i c, the equivalent of the recoin- 
meiidcd dietary allowance on morbidity 
incidence and duratidn, particularly ot 
respiratory infection and diarrhocal infec¬ 
tions among children 6-60 months of age; 
and to record the effect ol an adequate 
intake of vitamin A on mortality trends 
among children 6-60 months ol age. Ihe 
null hypothesis was' An adequate intake of 
vitamin A will have no effect on attack rates 
of respiratory inlcction and/or diairhoea 
disease; Duration of morbiditv from 
respiialory infection and or diarrhoeal 
episodes will not be aficeted by an adequate 
intake of vitamin A; .\n adequate intake of 
vitamin A will have no effect on mcirtality 
rrends 

During enumeration we louiid that 0-5 
constituted only 10 per cent of the popula¬ 
tion unlike all India estiniatioii ol 15 percent 
and our own estimation of 12 pei cent. 

loial population in the study area--- 
1.52..f24. 

No of households with children under s 
years—10,970. 

No of children enumerated 0 S ye.irs of 
age—16,024 

No of children recruited for the study— 
15,419. 

During emimeration age stated by the 
mothei was accepted but while enrolling 
children lor the study various methods were 
used to asccnain the age as close to its cor¬ 
rect age. The rest ol ihe children were not 
included eithei because they were out of sta¬ 
tion during Ihe baseline medical examina- 
iion or the child did not conic for the 
mttdical examination or was dead oi over 48 
months ol age or less than 6 moiiihs of age 

A cohort ol 15,419 children were followed 
lot 52 weeks We maintained all the 15,419 
childicn on our register for the 52 weeks. 
During the weekly visit il a child was not 
given the solution, it was so indicated with 
cause for not giving the solution and con¬ 
tinued lo he held in the register. I hus wc 
could account for all children that did not 
receive the dose each week. Thus throughniii 
the study all children were accounted for. 
The child did not receive a dose because the 
child was not at home during the week of 
visit or had migrated or died. If a child 
migrated and returned we continued giving 
the solution. To maintain the scientiftc 
rigour of Ihe clinical trial, the dosage was 
not given even it the child had migrated into 


another village in the study area. If a child 
had permanently left the area it was con¬ 
tinued in the register and indicated as dose 
not given. Hence in the analysis we used the 
exclusion criteria of any child having missed 
the dose for seven consecutive weeks or mote 
or four weeks at a time on two or more 
occasions. 

Briefly, during the 52 weeks, on average 
over 88 per cent to 90 per cent of the children 
were contacted weekly. The lowest coverage 
in any single week was 88 per cent. There 
was no difference in coverage rates between 
the treated and control groups (Table I), Of 
■ hose not contacted weekly, Ihe reasons (not 
mutually exclusive) included permanent 
migrations (lU per cent) temporarily away 
from the village (13.4 per cent), refusals (28.1 
per cent), sickness (29 per cent) or others 
(29 5 per cent). Neatly 42 per cent of the 
childien received all ol Ihe supplement 
doves Foi those in the treated group, this 
was equivaleni to over 453 mol (433 000 lU) 
of vitamin A or approxi'matcly the amount 
available if the commonly used laigc dose 
(209 mol) had been given on a six-mohihly 
basis. Over 9t) per cent of the childicn in the 
irealnieni group received at least 3222 mol 
(307 000 lU). 

Contact effect is recognised in oihcr 
clinical trials also. Howcvei while I can 
understand Ihe contact ellect in our study 
because it was weekly it is r I'.bcr difficult 
to understand how iwo conucis in one year 
can reduce mortality to the extent it did in 
(he Hyderabad study 

In the Hyderabad study about 1,700 
children were lost lo follow up. In the study 
1,078 (13 per cent) were lost to follow up in 
the control group which is 463 more than 
the 615 children lost in ihe vitamin A 
group|4]. Ihe 1,078 children probably con¬ 
ceal a number of deaths noi taken into 
account. 

Infant mortality rate for 1amil Nadu is 
estimated to be 68/I000 (unofficially 
informed by officials). In one year finding 
the infant mortality rale to be 64/I000 for 
an area is not unusual. A true picture of 
intani mortality rale can only be established 
when considered over a five-year period. The 
year of study had no epidemics in the region, 
commonest being acute gastro-enterils. 

We divided re.spiraiory infection into 
upper respiratory infection (URI) and 
lower respiratory infection (l.RI) upper 
respiratory infection was defined as cold or 
cough or cold and cough with fever. Fever 
being a criterion for upper respiratory 
infection. 

I^wgr respiratory infection was defined 
as cold or cough or cold and cough with 
iiidrawing of the ribs and/or rapid respira¬ 
tion. If a child had no cough or cold but had 
indrawing of the ribs or rapid respiration or 
both it was designated as lower respiratory 
infection. Fever was not a criterion for 
diagnosis of lower respiratory infection. 
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Four per cent of the children suffered from 
lower respiratory infection and only one 
episode per child per year of upper 
respiratory infection with fever was detected. 
I think this low rate would be quite in con¬ 
formity with upper respiratory infection 
when f^er is a criterion. 

Since majority of the deaths had no 
medical attention the mother's diagnosis was 
accepted. A trained social worker did the 
verbal audit. Wherever there was medical at¬ 
tention the doctor was interviewed to ascer¬ 
tain the cause of death Malnutrition as a 
cause of death is given where the mother 
stated the child failed to thrive and died. All 
the dead children were undernourished 
Other causes of death include encephalitis, 
meningitis, hepatitis, etc. Deaths due lo 
respiratory infection are more common 
among infants below 6 months ol age Our 
own hospital experience shows that death 
due to diarrhoea is more common m 
childhood 

The number who received the large dose 
supplement bccaiivc of xerophthalmia at 
base line and mid-term control vs treated, 
were 887 vs 82.^ and 857 vs 512, respectively 
The difference at mid-icrm reflects the ap¬ 
parent additional proicciion against 
xerophthalmia ot the continued small dose 
of vitamin A table 2 shows the analysts 
after applying the cschisioii criiciia taking 
into account the clusici cl led lor coinpar 
ing data in lablc .1 ol NUM which is based 
on intent to treat analysis I he exclusions 
were for having leeeivcd a high dose supple 
ment at base line, receising a high dose sup¬ 
plement at any time and having missed a 
dose for more l han seven consecutive weeks 
The only notable diflerence is an increase 
in the protective effect lor children above- 
three years ol age by receising the continued 
small dose, relative risk without exclusion h 
vs .4 with exclusion for receising a high dose 

Table 3 m the NEJM arliile shows iiior 
lality for the 0-11 month age group In tact 
we had 1.8 per cent ol the children (274) who 
at start of the study were 4 - 6 months ot 
age. Table 3 would have been more correctly 
labelled 4-11 months. We now show the 
detailed breakdown ol inlani mortaliiy 
among sludy children in Table 3. Six deaths 
occurred among infants 6 months, in the 
cohort of children, i c, mortaliiy rate ot 
22/\000, and 12 deaths occurred among 
infants b-12 months of age, i e, mortality rale 
of 11/1000. If children S months ol age 
were omitted from the mortality analysis we 
reported in NEJM, the overall relative iisk 
IS increased Irom 0 46 to about 0 48 

The mortality analysis tabulated clustei 
wise IS shown i n Table 4 Two clusters m i Ik 
control group had 4 and 6 deaths, whereas 
no treatment group cluster had more than 
three deaths The lour deaths in one con¬ 
trol elur'cr .ill occurred between weeks 23-29 
of intervention, three associated with 
measles and one with diarrhoea. In the con¬ 
trol cluster in which six deaths occuired, ihc 
deaths were scattered m lime between 4-31 
weeks of intervention four were diarrhoea- 


Tabi f 1; Cross Tabui aiion— Dosfs Missin Durino 52 WttKs ot Intervention 


OOSCOI.R Count Row Pci Control 

L>t)SMIS Col pet 

Treatment 

Row Total 

t) 

.317.3 

3215 

6388 


49 7 

50.3 

41.4 


41.5 

41.4 


1 S 

2944 

2975 

5919 


49 7 

.50 3 

38.4 


38 S 

38,3 


6-10 

505 

560 

1065 


47 4 

52 6 

6.9 


6 6 

7 2 


IMS 

247 

245 

492 


SO 2 

49 8 

3.2 


5 2 

32 


16-20 

175 

151 

326 


53 7 

46.3 

2.1 


2 3 

1.9 


21-26 

114 

149 

268 


43.3 

56.7 

1,7 


1 5 

1 9 


27-31 

68 

67 

135 


50.4 

49 6 

.9 


9 

.9 


>31 

429 

402 

831 


51 6 

48 4 

5.4 


5 6 

5 2 


Column 

7655 

7764 

15419 

lolal 

49.6 

50.4 

100.0 

( hi squaic Dl 

Significance 

Mm b F 

Cells with E.F.^5 

9 82629 7 

1986 

67.023 

None 

Nunihei ol Missing Ohsctxalions 0 



1 viiii 2 Mokimiis Ahokdim 

, HI A(,i AM> Sunn CiKoi'i* sntK Ai’i’is INC, txiiusKiNC riteria 


Ss Null 1 ) 



Age ai Inlersenlioii High-Dose Base 1 me bxchisioiis (1,2,3) High- 

Missed 7 Consecutive 


Dose Basc-r Mid Term 

Doses 


(a) 

(b) 

(c) 

RR 

95 per ceni RR 

95 per cc-ni 

RR 95 per cent 


( 1 

Cl 

Cl 

4^11 Mo 0 28 

(0 94, 0 88) 0 28 

(0 92, 0 85) 

0.28 (0.10. 0.86) 

12 IS Mo 0 48 

(0 28, 0 8S) 0 50 

(0 28. 0 90) 

0 28 (0.27, 0.85) 

^36 Mo 0.35 

(0 11.115) 032 

(Oil, 1.26) 

0 60 (0.24. 1 52) 

lolal 0 42 

(0 26.0 69) 0 4.3 

(0 26. 0 72) 

0 46 (0.29, 0.73) 

Age adjusied loial 0 42 

(0 26,0 67 ) 0 43 

(0 27, 0 69) 

046 (0.30,0.72) 

1)11 a 1 c esclusions made, R R 0 29, 0 50, II 39, 0 44, 0 44 loMhe age and totals and with 

Similar confiLicncc inicisals. 

rcspcctivclx 



2) It b r c csclusions m.ide. RR - 0 28, 0 50, 0 37, 

0 43. 0 43 lor the age and totals in the 

lablc and with similar conlidence inleisals. resoectivelv 


omparabic rfsiiliMcporicd Nl: )M vkiihDs i exclusions vsere. RR ■ 0 28.0.46,0.65.0.46,0 46. 

Isllll 3 MoKI \l IIS SSIIIM.t lilt OKI N Al.t 6M0MIISSM) 6 12 MoNUIS SI iNltRVr-NtlON. 


I HI Ml 11 cv t (IM KOI 

(iKOI l-s 



Age At Intelscniion 

(iioup 

N 

n 

p - n/N 

RR 

^6 Mos 

C 

n8 

5 

0362 

.20 


T 

136 

1 

0074 


6 <12 Mos 

C 

540 

9 

0167 

.33 


T 

55.3 

3 

.0054 


[ All! t 4 

Niisibik 01 

Dl M MS Pi K Cll SI l.R, BS 

Tki mmlni 


Deaths Per t luslerts) 

No Clusieis (b) 


No Deaths (a 

X b) 


C ontiol 

irealed 


rdhirol 

Treat e<r~ 


29 

20 


29 

20 


16 

7 


.32 

14 


.3 

1 


9 

3 


H' 

0 


4 

0 


12- 

0 


5 

0 


1) Deaths oiviirrcd in week. 23, 26, 27, 29 ol inicrvcniion, three with measles and one with 
diarrhoea 

2) Deaths occurred in weeks 4, 8, 9, II, 28, 31 of imerseniion four with diarrhoea, one w<th 
measles, and one with convulsions 
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TABLt S: Dost RtSWJNSr ANAIVSISOt MoKIAI IlVHYTHEATMENrOKOI'l*. STKAI IFIEDIIV Niaihck 
ot Mit.ADosEs or Vitamin \ RLirivco 


Number of Weeks Viiamin A _ C rude Monaliiy Rale (Per t Tcnl) 


Received by Child 

No Megadosc 

One Megadosc' 

Control (no Vii A) 

67/6155 

1 09 

12/1252 - 0 96 

Months 1-6 

44/6155 

071 


Months 7-12 

23/6m* 

0 48 


Ireaicd 




0-26 weeks 

18/441 - 

4 ) 

3/44 6 8 

27-42 weeks 

11-6131 

0 21 

2/996 0 20 


Dcnoinmalor excludes ihe 44 who died in ilie (irsi Ms-innnili inleivjl 


related, one measics-iclaled and one 
convulsion-related This could be due lo an 
isolated 01 local epidemic in ihe tormci 
cluster, but the evidence is nol in tavoiir 
It IS difticull to accurately read number 
ol deaths Irom (igurc I ol the NIJM 
publication In the treated group, one death 
occuired in week 2 and the nexi deaths 
(n-3) occuricd in week 6 ol intervention 
Among the controls one death oeciiried m 
week 3 Six deaths occuiied in week 4, and 
four deaths in week 6. No deaths occuricd 
in either group in the lirst week ol inlcrscn- 
lion. By eight weeks there were 13 vs live 
deaths, control vs treated and m Ihe 9th week 
an additional seven deaths occurred among 
the conirryls and none in the treated groups 
The argument of a ‘dose response’ 
analysis implying that the mortality would 
increase with increasing missed doses is 
valid, providing one assumes that the 
number of doses missed aic consecutively 
missed thus depleting body supplies, i e, 
vitamin A being lal-soluble and stored is noi 
immediately sensitive lo lemoval ol dietary 
supply. In fact, we did the analysis shown 
III Tible 2 excluding those who missed doses 
for seven conseculive weeks This did nol 
change the lelative risk. Heated vs coiiiiol 
However, lo analyse data from oui study 
design using a dose lesporse concept is not 
simple because there was a continuously ad 
ministered dose inierrupicd in some in¬ 
stances by death and augmented in some 


I MU I t> DdsI Risi'onsi Anxissiscii 
MoKIM IIS HS'-I O ON I’l H ( I M Ol Dosi s 
Kl( I ISTI) WMII I IlSINI., I Kl \1 I O ( IKOM’ 
ONIS , SiKMIl II l> lis Nl S1III k ol 
Ml (, \oosi s Kl I 1 IS I o 


Wcekis Ooses ( i mie Mtsii.iliis k.iie 
Received while (Per ( cm) 

living Nj,, Megjdose Oiii Mcg.iilosi 

(Pei teni) 


<7l) ‘' 670 0''“; 170 14 

>70 26 S-m;; 0 44 4 070 0 41 

1 KH4 0S7 1-01 II 

SKO 26 S6K0(I4(< 4 ‘>40 0 42 


instance bv one oi two megadoses given lo 
children who developed xerophthalmia We 
aiiempied several dillcrem appioaches in 
exploring this c|uestion bui were nol lom- 
loriable m applying stalisties to the tesiilis 
fine approach was to analyse Ihe data 
considering that control children received no 
weekly dose ol the vitamin but that ihes niav 
have icceived a single mega dose Similarls, 
the data were analysed foi those ssho 
leceivcd the small weekly dose (iicaicd 
group) a-jcoiding lo whether they had 
received less or more than halt ol the iniend- 
cd doses and no or one megadosc As show n 
in table 5 there was no notable dilleieiice 
in mortality rate among the control gioiip 
who had receised no or one niegadcrse Ol 
the vitamin (I 09 per cent vs 0 96 per cent). 
loo lew had received two megadoses dur¬ 
ing the year for a separate analysts One 
might argue that among the contiols, the 
megadosc did not reduce risk ol moitality, 
howevei, an equally plausible argument is 
that children who received the megadosc 
(ihose with xerophthalmia syitiploms) were 
sicker and that the megadosc lessened their 
risk to that ol I he hcalthiei group ol childien 
al baseline I he plausibility ot this explana¬ 
tion IS k)uiid m oui analysis tepoiled in the 
NhJM at tide ol morlahiv among children 
with xeiophlhalmia who eomimied in the 
eonliol or treated groups I hose who wcie 
landoTiiised conliniied in llie Healed grou|i 
lollowing .1 single megadosc died al hall the 
rale ol Ihose who conliiuied in Ihe conliol 
group suggest mg dial inaiiiiaimng then 
impioved vii.iniin A status lediieed iheir iisk 
ol death by 51) per cent. The bieakdown ol 
dcvilli talcs loi controls by six-moiilhls 
micivalsliom the beginning ol iIk'iiiici'cii 
H oii provides evidence lor a conlaci clicct, 
I c, i.ilcv declined by onc-liall in die l.nici 
siv-moiidi inicival but die Hc.nmcnl elicci 
icmains ,is icpoilcd iii the Si-.JM arlicle. 
comiol (I0'» KHMI) vv Healed (4 3/l(KX)) 
lot the trcalcd gioup, pioviding a 
ince.idosc 111 addiHon to die cuniinuotis 
small dose piovidcd no .iddiHcmul prolCc- 



I VIII 1 

7 Miiki VI in 

WtONc . M 1 

■Ml IM isin . in A- .1 

VM) 1 KT MMI M 

Age (Mo) 


N 

n 

p M N 

RR 

IVi (’em Cl 

4-11 

C 

249 


0 020 

OIXXI 



I 

210 

0 

0(8X1 



12 14 

C 

980 

17 

0 0)7 

0 12 

0 0.1, 0 41* 


I 

992 

■> 

0 002 



>46 

K 

1147 

5 

()(KM 

(1 19 

0 02. 1 64 


1 

1IV6 

) 

(loot 



Total 

c 

2 485 

27 

0 oil 

Oil 

0 0,4, 0 46* 


1 

2418 

3 

0.001 




' ' I , '</ 
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lion. Lxamining columns within the treated 
group, however provides some evidence of 
a dose response effect, e g, rales were higher 
among those who received 0-26 vs 27-52 of 
the potential 52 weekly doses, but the 
number in the former group are small. 

We also analysed our data restricted to the 
treated group stratified according to the 
pcicentage of the weekly doses received 
while alive and whclhci a megadosc had 
been received This analysis is pre.sentcd in 
lable 6 1 he rales aic remarkably similai 
iisiiigvui poiiilsol 90pci ccnl oi bOpcrccnI. 
Again, cxainining columns reveals some 
evidence loi a dose response ellect 

We also present a iiioiiahly analysis 
stiaidied bv age and ircatmeni ol die 
children whose nulriHonal sialiis vlassdied 
ihcni as siuiiled (lable 7), die group wheic 
we reported die niosi diamaik piolecHve el 
led Ihe numbers available lor this analysis 
are smaller lor each cell, panuiilaiK loi 
mlants Nonetheless, we again illiisiralo die 
gicaiesi protccHon occurred in He.neil 
children t years I he pievailing ,idvcise 
LTiviroimieiil in which children in depined 
circumstances live musi be impioved lo pic 
vent inleelions and reduce iiiorhidnv 
Vitamin A alone is no 'magic bullet' loi 
child healih and survival, but it can be .in 
important weapon in Ihe aiseiial. Our viiidy 
provides die additional imporiaiil evidence 
that these salubrious effects arc possible d 
die diet consistently contained vitamin A 
equivalent to a Recommended Dietaiy 
Allowance, an amount poienliallv available 
iliioiigli lood 

Oui elloits should be lo iiiipiove the cliel 
ol ihe populalioii with ciiaiiiiii iicli loods 
and keep vM.imiii soliiHoii' lot Heaimeni 
and cere culneiable sCcHons ol 'be 
popiiiatioii 

A R'cc'iil siiicly lioiii Nepal lecorded a 40 
pci ccnl iccliicHon in nioii.dily cvilli high 
close supplcniciil cccry loin inoridis 151 
I licic Is no cloubl dial inipiov iiig (he licaldi 
i.iic dclivciv svsicin with more coiilacis is 
good lli'wcccr, n cloi's iioi cletiacl lioin die 
lad dial cilaiiiin A is an iiiipotlanl .irma 
mein in die letliidioii ol nioilalily li is 
not die magic biillcl but an impoilaiil 
coiiiponciil 
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Never Again 
Second Chance 






For Declaring 
Undisclosed Income 


Before conning down heavily on Tax evaders, 
one last opportunity has been given to them 
to come out clean. 

Finance Minister, Dr. Manmohan Singh in his Budget Speech 


ONE MORE OPPORTUNITY 
UNDER SECTION 273 A 
FOR DECLARING 
UNDISCLOSED INCOME 

TO THOSE WHO HAVE 
ALREADY AVAILED OF THE 
FACILITY of waiver of penalty and 
interest on unaccounted income 
(disclosed once in a life time under 
Section 273 A of the Income Tax 
Act), one more opportunity has 
been given to declare their 
unaccounted income. 

Similar facility also provided under 
Section 18 B of the Wealth Tax Act 
for declaring undisclosed wealth. 

These facili»iee are available only 
upto 31.3.92. 


SIMPLIFICATION OF 
PROCEDURE FOR DISPOSAL 
OF APPLICATION BEFORE 
SETTLEMENT COMMISSION 

The Commissioner of Income Tax’s 
right to raise objection against any 
application filed before the 
Settlement Commission has been 
withdrawn (Section. 245 D) 

The Settlement Commission will 
proceed with the application if the 
Commissioner of Income Tax's 
report on the case is not 
furnished within a period of 120 
days (Section 245 D) 

Similar facilities have been 
provided under Section 22D of the 
Wealth Tax Act. 


old penalties & prosecution 
BE A PROUD TAXPAYER 


Income Tax Department 
Directorate of R.S.P. & P.R. 
Mayur Bhavan, New Delhi. 
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MAKE AN INTELLIGENT MOVE 



EXEMPT YOUR 
CAPITAL GAINS FROM TAX 

INVEST IN 




CAPITAL BONDS 



Long term capital gains from the sale of land, buildings, jewellery, shares etc. attract Income Tax. But 
there is a way out. Invest in IDBI CAPITAL BONDS,keep your capital intact and earn interest too'. 
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LETTERS TO EDITOR 


Hiten Chaudhury 

HITEN CHAUDHURY died a broken¬ 
hearted man. One of the most generous 
hearted, truly civilised and kind hearted 
persons that I have ever had the privilege 
of knowing, he was badly cheated just 
before his death. He had held on to the 
right of making a Tilm on Manik Bando- 
padhya’s classic, Ihidma Nadir for 
over 25 years, with the hope of sometimes 
producing the film. He had a script writ¬ 
ten as early as in l%S, a copy of which 
he gave to me. He acquired the right in 
the following fashion. He had gone to visit 
Manik Bandopadhya during his last days 
when he was in great rinancial distress. He 
offered him a sum of money without any 
preconditions. Manik was too proud to 
accept such a gift of money, so he offered 
Hiten on his own the right to make a film 
on his famous book. Hiten was approach¬ 
ed over the years by various famous direc¬ 
tors with proposals to make the film. But 
Hiten refused. Each man has his own 
most cherished dream and Hiten’s life¬ 
long dream was to make a film master¬ 
piece based on the literary masterpiece of 
Manik. Finally, in 1991, he perhaps realis¬ 
ed that time was running out for him, he 
might not be able to produce the Film on 
his own. So he agreed to a joint produc¬ 
tion of the film with the West Bengal 
government. Not only that, it was his ex¬ 
pectation that he would be sharing in the 
work of direction as well. He explained 
to me, when he visited me and stayed with 
me in my Santiniketan residence shortly 
before his death, that he had produced but 
a handful of films, but he was never just 
a producer but always a co-director. He 
was fully confident that Gautam Ghosh 
would direct the film in consultation with 
him. He narrated to me how he had gone 
with Gautam to different parts of 
Bangladesh and West Bengal, how he had 
jointly selected the cast. He told me he 
would have to come to this part of the 
country very frequently because he 
wanted to be present at all the shootings. 
He thought he had a perfect understanding 
with the West Bengal government as well 
as Gautam Ghosh. He had only to return 
to Bombay to understand that he had 
been duped. Gautam Ghosh had no in¬ 
tention of having Hiten by his side while 
making the film and the West Bengal 
government had no intention of acknow¬ 
ledging that the film rights had been 
handed over to it by Hiten without taking 


a naya paisa. Hiten, who had never 
cheated anybody all his life, who was 
above all meanness, above all dishonesty, 
of any kind, could not bear the shock. 

Ashok Rudra 

Santiniketan 

Exploding Myths 

DAVISON Budhoo’s book. Enough Is 
Enough: Open Letter of Resignation to 
the Managing Director of the Inter¬ 
national Monetary Fund, reviewed in your 
November 16, 1991 issue is a testimony to 
the courage, concerns, competence and 
commitment of the author. The poor and 
the intellectuals, who cate, owe him a great 
debt indeed. Some of the issues are parti¬ 
cularly relevant in the today’s Indian 
climate of euphoric opinion in the 
mainstream media about the relevance, 
even desirability, of Fund-Bank condi¬ 
tionalities, what Budhoo calls col¬ 
onialism. It is interesting to read in the 
book the following sentences. “We (the 
IMF stafO write our own letter of intent 
under the name of Minister of Finance 
and present it to him for signatures’’ 
(pp 7-8). Again, “staff .. .ensure that 
economic policies of the Third World 


Countries ... meet key criterion ttf im¬ 
proving economic conditions in Western 
market economieif' (Part IV) (emphasis 
added). 

The institutions of Bank and Fund and 
their policy package are major issues in 
development policy. It is important, even 
incumbent on you, that you engage in a 
major discussion of these institutions, 
their vested interests, mechanisms of con¬ 
trol, privilege and lack of accountability 
if only to educate the large public and to 
remove the prevailing myths of their 
disinterestedness, technical competence, 
lack of ideology, etc You will be doing 
service not only to the current debate in 
India but also, and especially, to the whole 
developing world thereby helping the pro¬ 
cess of genuine development. lbday,’in the 
US accountability of elected, and not so 
elected, decision-makers is becoming an 
important issue. Jerry Brown, a candidate 
for the Democratic party, is publicly 
stating that even the US is being ruled 1^ 
a corrupt governing elite. Devoting a few 
numbers of EPW to the accountability of 
these institutions would be a worthwhile 
cause and consistent with its objectives. 

Romesh Diwan 

New York 
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Another Futile Exercise 


P OLITICS in Kashmir is taking a new turn with some 
recent developments. Five top leaders of the opposition in 
the valley have been released after years of detention. The 
pro-independence militant outfit, JKLF, appears to be moving 
away from Islamabad, after the latter’s crackdown on the 
organisation in Pakistan-occupied Kashmir. In the midst of all 
this, speculation is afloat about the centre evolving a ‘package 
plan’ for Kashmir to pave the way for elections there. The 
decision to release the Jamaat-i-lslami leader Syed Ali Shah 
Geelani. the People’s Conference leader Abdul Ghani Lone, and 
three others representing different opposition groups is being 
linked with the ‘package plan’ which in order to restore the 
political process seeks to involve opposition politicians in a future 
election, so that by all appearances it looks ‘fair’. The prime 
minister is believed to have urged his partymen in the Jammu 
and Kashmir state Congress unit—a squabbling lot, as in .so 
many other states—to patch up their differences in preparation 
for the polls. It seems that the centre is planning to enact another 
farce, in the name of elections, a la Punjab, in Kashmir, without 
any sincere effort at coming to grips with the basic problem of 
popular grievances there —which, elections or not, will conimue 
to feed the centre’s bugbear of ‘secessionism’ or ‘terrorism’. The 
ritual of elections, by hook or by crook—whether at the gunpoint 
by security forces (as in Punjab recently), or by rigging and 
capturing of booths by musclemen of locally powerful politi¬ 
cians (as in Bihar, and other parts of the country)—is being put 
forward as a ‘democratic’ symbol of legitimisation of what in 
practical terms is sheer authoritarianism. Elections and their 
results—both manipulated—are seen by the centre as a source 
of authority which it can use to contain popular grievances in 
different parts of India. 

In Kashmir, the centre’s game is already falling apart. If by 
releasing the five opposition politicians the policy-makers in New 
Delhi hoped that titey would fall in line with the centre’s plan 
of reviving the so-called political process, the prime minister was 
in for a disappointment. Soon after their release, all the five 
leaders demanded,,in a joint press statement, that the people 
of Kashmir be granted the right of self-determination, and 
reiterated the call for the implementation of the United Nations 
resolution on plebiscite. Although the call for the U N supported 
plebiscite (which allows the Kashmiris to opt for accession to 
either India or Pakistan, without any third alternative) 
contradicts their demand for self-determination (wliich would 
allow the Kashmiris to opt for independence from the two 
neighbouring states), the mood of these leaders suggests that 
they are unwilling for any settlement with New Delhi unless the 
latter stops the repression unleashed on their people and releases 
the thousands of their young men held in jails and interrogation 
centres—the basic conditions necessary for any dialogue for the 


solution of the Kashmir imbroglio. The five oppo.siiion Kashmiri 
leaders, in their press statement, appealed to all democratic 
minded people to pressurise the Indian government to abstain 
from the use of brute force, and persuade it to grant Kashmiris 
their basic rights. Till now there are no indications that the centre 
is willing to heed these demands. It appears to be working on 
the speculation that the militants can be divided, now that the 
JKLF is disenchanted with Pakistan. Its decision to release the 
opposition leaders, significantly enough, came in the wake of 
the Jamaat-i-lslami leader Geelani’s appeal from jail to the 
militants early in March to stop abducting innocent people as 
such abductions were un-lslamic and harmful to the cause of 
Kashmiri independence. 

But is it not too late? Do people like Geelani have any 
control over Hizbul Mujahideen or the other Islamic 
fundamentalist militant outfits (which are supposed to be under 
the hegemony of Geelani Jamaat-i-lslami), from whose 
operations he had been segregated during all this period, 
thanks to the centre’s decision to detain him? Curiously 
enough, the centre till now has not come out with any 
justifiable grounds for his detention. Why did it decide to 
release him, for that matter? The entire exercise harks back 
to what New Delhi did with Sheikh Abdullah—arresting 
him without any trial to prove the charges brought against him 
and then releasing him when it suited New Delhi’s political 
interests. 

As for the JKl.f, Islamabad’s clamping down on its leader 
Amanuliah’s march to cross the Line of Control (LOC) in 
Pakistan—as well as its gradual withdrawal of military support 
from the organisation—may have helped it to reinforce its 
pro-indcpendcncc image m the valley vis-a-vis the pro-Pakistan 
groups like the Hi/.bul Mujahideen, who favour the valley’s 
accession to Pakistan. But this should be of little comfort for 
policy-makers in New Delhi, who perhaps hope to harness the 
disgruntled JKLF to its package programme of restoring the 
so-called political process. Although many from among the 
National Conference have joined the JKLF and may return to 
the political process once it is initiated, the bulk of the younger 
elements in the militant outfit have become anti-Indian, thanks 
to the gory record set by the security forces during the last few 
years. Even if Pakistan cuts off aid to them, they are likely to 
remain a sullen lot wailing for a chance of reprisal, unless the 
centre puts an end to arbitrary arrests and killings by its forces 
A package plan with a few economic concessions, without any 
direction towards greater autonomy in political decision-making, 
will hardly help restoration of normalcy in Kashmir or create 
a favourable environment for fair elections. The failure of the 
electoral experiment in Punjab does not seem to have had any 
salutary effect on New Delhi. 
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RESOURCE TRANSFER 

Valid Concern 

SEVERAL times, half a dozen at least, 
in the course of his budget speech, finance 
minister Manmohan Singh, went out of 
his way to underline how resource 
transfers to the states have not only been 
maintained but in fact enhanced. He 
asserted at one point: “we have not allow¬ 
ed our fiscal difficulties to come in the 
way of meeting our obligations to the 
states in any way”. And still from several 
states serious doubts have, been expressed 
on the quantum of resource transfer from 
the centre. Where docs the truth lie? 

According to the figures given out as 
part of the centre’s budget documents, 
while the total amount of resources 
transferred to the states was R$ 37,575 
crore in 1990-91, it would go up to 
Rs 45,184 crore in 1992-93, reflecting an 
impressive increase of 20.3 per cent. But 
if one allowed for the inflation factor and 
assumed a price increase during 1992-93 
of 10 per cent over and above the 13 per 
cent increase during 1991-92, it can easily 
be seen that in real terms resource transfer 
to the states would be somewhat lower in 
1992-93 than in 1990-91. Even as a percen¬ 
tage of the total receipts of the central 
government, on both revenue and capital 
accounts but excluding amounts raised by 
way of budgetary deficit, there will be a 
small decline in resource transfer to the 
states, from 39.9 per cent in 1990-91 to 
39.8 per cent in 1991-92 (revised estimates) 
and 39.7 per cent in 1992-93 (budget 
estimates). But are the states worried 
about this small decline or something 
more? 

One aspect of resource transfer about 
which the states have been quite explicit 
relates to their share of small savings. Bet¬ 
ween the budget estimates and the revis¬ 
ed estimates of small saving collections for 
1991-92, there is an anticipated decline of 
Rs 1,365 crore in the states' share. Still, 
for 1992-93 it is assumed that their share 
of small saving will not only not decline 
further but will in fact improve, though 
only slightly, and that too despite the fact 
that the Budget proposes a severe reduc¬ 
tion in the tax incentives offered with 
respect to small savings made in the form 
of contributions under the National Sav¬ 
ings Scheme (SOCCA). The states’ fear 
that their share of small saving might 
decline, and that too by another substan¬ 
tial percentage over and above the decline 
in 1991-92, cannot be lightly brushed 
aside. When the tax concession enjoyed 
by.,contributions to the National Savings 
Scheme was extended to contributions to 
equity-linked savings schemes of mutual 


funds, the states had expressed serious 
reservations and their fears have been pro¬ 
ved to be not entirely groundless. 

The states might also be worried about 
the net impact of the changes made in per¬ 
sonal income tax on their share of cen¬ 
tral tax revenue. The assumption made in 
the central budget is that despite loss to 
revenue of Rs 1,500 crore on account of 
the enhancement of exemption limit and 
lowering of the highest marginal tax rates, 
there will be a net increase in the states’ 
share because of the withdrawal of various 
exemptions and other changes including 
the introduction of the presumptive tax 
on traders, etc, with low turnover or also 
because as the budget speech put it, 
“lower tax rates will lead to better tax 
compliance”. Whatever the considerations 
underlying this assumption, it is extremely 
difficult to assess their validity. The states’ 
concern in this regard is understandable 
because for every rupee of shortfall they 
stand to lose 85 paise. And still in deci¬ 
sions on the subject not only is there no 
consultation with the states but also they 
have no advance warning. They ate to be 
mere passive witnesses. 

Overall, despite the brave - postures 
struck in the budget speech, the states may 
well get the wrong end of the stick. 

JHARKHAND 

Nothing Out of Nothing 

WITH the premature lifting of the 13-day 
economic blockade initiated by the 
Jharkhand Mukti Morcha and supported 
by the All Jharkhand Students Union and 
the Congress unit in the region, the 
Chotanagpur and Santhal Pargana 
Regional Congress Committee, on 
March 22 after 10 days, it is difficult to 
avoid the conclusion that the movement 
for a separate Jharkhand state has once 
again stopped in its tracks. Such a 
denouement was in any case not entirely 
unexpected given the history of the move¬ 
ment and the circumstances that attend¬ 
ed the recent agitation. 

Given the history of decades of mani¬ 
pulation by the central and state govern¬ 
ments it would have been altogether too 
optimistic to have seen the present agita¬ 
tion achieving its proclaimed objective of 
attaining statehood. And given also the 
tendency of the leadership of the various 
local parties to subordinate the objectives 
of the movement to personal gain, there 
is no ceruinty that other considerations 
had not crept into the decision to launch 
the agitation. 

No doubt the JMM has been subject to 
intense pressure from the rank and file for 
not having taken advantage of the oppor¬ 


tunities that have come its wqt. 'Rw oftm 
in the past the JMM has used restlessness 
in the ranks to switch to controlled agita¬ 
tional activity and from all evidence it 
would seem that much the same thing was 
repeated once again, and quite successful¬ 
ly at that. 

As a fall-out of the agitation, the JMM 
can project itself as having been respon¬ 
sible for the tabling in parliament of the 
report of the Committee on Jharkhand 
Matters. It is another matter that the com¬ 
mittee has only platitudes to offer in 
regard to the JMM’s demand for a 
separate state comprising 25 districts in 
four sutes and instead has suggested the 
options of either union territory status or 
on autonomous council v'ith limited 
powers, but both these strictly confined 
to 13 districts in Bihar. Fbr another, by 
agreeing to negotiations at the height of 
the blockade JMM has been able to ob¬ 
tain implicit recognition by the centre as 
the sole representative of Jharkhand in¬ 
terests. Witness the exclusion of the other 
Jharkhand parties from the negotiations. 
The added bonus for the Santhal {Organa- 
based Shibu Soren-Suraj Mandai faction 
of the JMM leadership is that it has been 
able to push on the defensive its riial fac¬ 
tion, the Singbhoom-based Shailendra 
Mahato group. 

But none of this has killed the issue 
itself simply becaure all concerned will en¬ 
sure its survival. The political utility of the 
issue all-round is evident from the goings 
on this time around. For the JMM the 
movement implies an unassailaljle 
bargaining position if handled judiciously. 
The blockade was simultaneously a threat 
to the Laloo Prasad Yadav government in 
Bihar and a bait dangled before the centre. 
Reportedly the centre made known its 
willingness to act quickly on the union 
territory option provided the JMM 
withdrew support to the minority govern¬ 
ment in Bihar, thereto enabling the centre 
to dismiss it in an entirely legal manner. 
Precisely this threat ensured that the state 
government supported the blockade by 
advising the concerned district admini¬ 
strations to lie low. The JMM, fully aware 
that even a partial realisation of its own 
objectives weakens its position in this 
variety of manipulation politics, has 
shrewdly refrained from pressing its 
demands too much. 

The opposition got its opportunity to 
do the only thing it seems of late capable 
of, making loud if ineffectual noises. The 
BJP ever alert for any opportunistic move 
has jumped into the mess demanding a 
separate Vananchal sute comprising 16 
districts. And the centre, aware of the im¬ 
portance of its considerable powers of 
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pstroMse for the leaders of the 
Jharkhand movement, has quietly 
deflected criticism by calling a meeting of 
the chief ministers of West Bengal. 
Madhya Pradesh, Orissa and Bihar tq 
discuss the statehood issue. The recent 
Cauvery dispute and the longstanding 
Punjab-Haryana-Rajasthan dispute 
should be precedents enough to confirm 
that out of nothing nothing can come. 

TAXATION 

Short-Sighted 

IT is interesting how the finance minister 
has used the occasion of his reply to the 
general discussion on the budget for two 
purposes, one to reduce further the im¬ 
port tariff and the other to proclaim his 
*1open mind" on the question of both rais¬ 
ing further the exemption limit for income 
tax and restoring section SOL benefits. 

Protest though he did at the suggestion 
that he was following IMF/World Bank 
dictates, the fact remains that the govern¬ 
ment has committed itself to bring down 
the import tariff, and particularly the 
tariff applying to capital goods imports. 
So what does one make of a measure 
which seeks to reduce the duty on project 
imports and general machinery originally 
proposed to be reduced from 80 per cent 
to M per cent by a further 5 percentage 
points? The finance minister has used the 
occasion to reinforce his bona fides with 
Wiuhington even though the folks there 
have made known their unhappiness at 
the proposed rate of lowering of import 
tariffs. 

But the finance minister takes care at 
the same time to ensure that his other con¬ 
stituency does not get alienated and this 
is the constituency which in the first flush 
of things got elated with his budget only 
to find out that what little benefit it got 
by the raising of the exemption limit had 
bwn more than offset by the withdrawal 
of the exemptions on interest, dividend 
and unit income under section SOL. So the 
bait has been held out now to them that 
the necessa^ modification to the original 
proposals are on the anvil. 

TVue, the cost ot reductions in customs 
tariffs will be borne by the centre ex¬ 
clusively, but that of the changes in in¬ 
come taxation the finance minister has 
given notice of will fall principally on the 
states. So when he stakes claims to sen¬ 
sitivity to representations in regard to the 
latter, he knows that the cost of his 
generosity will be borne by someone else. 
But this time he might as well show that 
he is being tensitive even to representa¬ 
tions from the states should he also relent 
to some extent on the withdrawal of 


80CCA concessions, because several state 
governments have protested that his 
original proposals would affect adverse¬ 
ly their share of small savings collections. 

In this zero-sum game with the state 
governments on the subject of income tax¬ 
ation, the finance minister may be being 
smart in the short run, but in the long run 
his measures wjll be doing great harm 
because he would be narrowing the tax 
base on the one hand and at the same time 
striking at the very source of saving, par¬ 
ticularly the one to which the public sector 
has straight access. 

TAX EXEMPTIONS 

Larger Issues 

THE budget, while reducing the rates of 
income tax, also proposes to abolish the 
deductions currently admissible under 
sections SOL, 80CCA and 80CCB of the 
Income Tax Act. Section SOI. deals with 
income of certain types like dividends, in¬ 
terest from units and bank deposits and 
exempts them up to a maximum of Rs 
13,000. Sections 80CCA and 80CCB ex¬ 
empted savings effected in the form of 
National Saving Scheme deposits up to 
Rs 40,000 and in the form of deposits in 
equity-linked savings schemes up to 
Rs 10,000. But exemptions under both 
sections 80CCA and CCB were reversible 
in the sense that the amounts withdrawn 
from these deposits became taxable in the 
year of withdrawal. 

In his budget speech the finance 
minister justified the withdrawal of these 
exemptions as being no longer called for 
as they "conferred benefits on the higher 
income tax payers” who would also be the 
principal beneficiaries of the reductions 
he proposed in income tax rates. And he 
is probably right to a large extent, par 
Ocularly because any incentive given in the 
form of deduction from taxable income 
confers the benefit of tax reduction at 
rales ranging with the level of income— 
the higher the income of a person and the 
higher the marginal rate of tax applicable 
to him, the greater the benefit of tax 
reduction, it is worthwhile recalling in this 
context that the benefits of section 88 was 
also, until recently, available in the form 
of deductibility and was changed into a 
tax credit of 20 per cent on precisely the 
ground that thereby the higher income 
groups will not be able to claim the benefit 
at rates higher than tho.se in the lowest tax 
bracket. 

Several questions arise about the man¬ 
ner in which the above tax exemptions 
have been withdrawn. Firstly, the states are 
likely to be adversely affected insofar as 
small savings are concerned. Under both 


sections 80CCA and SOCCB, for a tax¬ 
payer to avail himself of the benefit h was 
necessary to deposit between two and five 
times the amount he would have paid as 
tax. Now with the attractiveness of these 
deposits considerably reduced—they will 
hereafter attract benefit similar to section 
88 saving contributions—there may be 
considerable decline in accruals to these 
deposits. What is important to note is 
that, as a consequence, for every rupee the 
revenue gams by the withdrawal of the ex¬ 
emptions the deposits lose between two 
and five rupees. Since the states are en¬ 
titled to three-fourths of ihenet accretion 
to small savings—as against 85 per cent 
of net tax collections—they obviously 
stand to lose. Not for nothing, therefore, 
have the finance ministers of states like 
Tamil Nadu and West Bengal raised strong 
objections to the withdrawal of exemp¬ 
tions for the above deposits. Of course, 
the states are aware that no part of 80CCB 
deposits accrued to them. In fact, many 
states had taken strong exception to the 
introduction of this provision as eroding 
a source of their finance. 

There is, however, a larger issue too that 
IS involved. Sections SOC’C'A and 80CCB 
deposits are not really in the nature of sav¬ 
ings as ordinarily understood; part of 
these deposits are in the nature of advance 
tax which a tax-payer parts with in order 
to have the benefit of his actual tax liabili¬ 
ty determined later and to gain this benefit 
he parts with not just what he would have 
actually paid in the year of deposit but 
a multiple of it, no doubt at a certain rate 
of interest but one which is distinctly 
lower than the market-determined rate 
and one which, in real terms, is negligi¬ 
ble. The current practice is to treat the 
whole 80CCA deposit as part of the 
government’s borrowing including the 
part which is really advance tax payment. 
The consequence therefore is that while 
government tax revenue is understated, its 
borrowing is overstated. And this makes 
a major difference to a finance minister 
commuted to reducing drastically the 
government’s fi.scal deficit. Of course, 
80CCB deposits don’t figure in the 
government account and therefore stand 
on a different footing. But to have con¬ 
tinued extending tax exemption on them 
would have not only looked odd in itself 
but would also have been open to inter¬ 
pretation of being directed against the 
states. However, should the finance 
minister be persuaded to rescind his pro¬ 
posal or modify it, he would be well ad¬ 
vised to have the courage to modify the 
prevailing accounting practice with respect 
to 80CC A deposits and still withdraw the 
benefit currently available to SOCCB 
deposits. 
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DROUGHT 

Band-aid Again (?) 

IN September last, at the end of the 
monsoon, information available to the 
government indicated that 24 of the 30 
districts in Maharashtra had received in¬ 
adequate and untimely rainfall. There 
were also reports tliat not only had crops 
been damaged, but the problem of drink¬ 
ing water would become acute by the 
beginning of summer. Another source of 
concern was the shortage of fodder for 
cattle. A government spokesperson 
assured the press that the government was 
‘seized of the matter’ and had in fact in¬ 
stituted such measures as early water 
release from irrigation dams and exten¬ 
ding the EGS to ensure that the poorest 
would not starve. 

By the beginning of February it was ob¬ 
vious that whatever be the measures in¬ 
stituted by the government, they had not 
been very succe.ssful in countering the 
scarcity of food, work or water in these 
regions of chronic drought. By the end of 
last month it had been confirmed that 
more than 7,000 villages in the Marath- 
wada region were drought-stricken and, 
according to independent reports, the 
drought may well ^ the worst in a long 
while. Newsreports graphically describe 
the harsh realities: long treks for water, 
milling crowds around the water tanks or 
cattle carts which have been requisition¬ 
ed by the government to supply drinking 
water; starving cattle, fodder prices having 
risen six times in recent months and an 
estimated 41,00,000 cattle having been 
affected; thousands of landless and 
marginal farmers, an estimated 5,00,000 
being on the move either to sugar factories 
for cane-cutting or to other states in 
search of work; water sources rapidly 
going dry, with 40 per cent of the bore- 
wells having failed, hundreds of conven¬ 
tional wells having run dry together with 
90 per cent of the reservoirs. 

So what went wrong? Why, if the 
government had a fairly clear picture of 
the impending drought way back in 
September, and if It had ostensibly started 
measures to counter the impact, has this 
situation come about ? The trouble is that 
this is a question which has been asked 
many times and has yielded detailed 
answers which comprise such realities as 
bureaucratic bungling, bottlenecks and 
delays, political interference, financial 
stringency, and soon, which would force 
the conclusion that the definition of the 
objective was alright but the methods were 
wrong. And so the exercise has gone on 
endlessly, to evolve a fool-proof pro¬ 
gramme to counter the impact of drought 


Little real effort has gone into identify¬ 
ing the real causesof drought or of ques¬ 
tioning the processes which lead-up to the 
periodic droughts. 

The Maharashtra government's pro¬ 
grammes and policies in recent months arc 
an example of the band-aid approach. Its 
response as of now has been to dig more 
borewells, desilt public wells and repair 
water supply schemes, which is absurd 
given the fact that the groundwater level 
is alarmingly low as it is. In September it 
set about enlarging its EGS programme. 
However, given its many failures in pro¬ 
viding employment where and when need¬ 
ed, the government perhaps felt the need 
for an 'independent’ study to justify its 
shrinking programme. This independent 
study now reports that if the outreach of 
the EGS has shrunk, it is in fact a measure 
of the success of the programme which 
has aimed at watershed development and 
has therefore created other employment 
potential. Oddly enough, other reports in¬ 
dicate that half the works under drought 
relief will once again comprise road 
repairs and so on and not watershed 
development. Similarly, the government 
has dismissed all pleas for opening cattle 
camps and utilising the cattle on drought 
relief work, as demanded by the left plat¬ 
form on drought which has recently 
emerged in the state. There are of course 
other issues, such as sute encouragement, 
overt and covert, to water-guzzling crops 
in the guise of providing farmers with sus¬ 
tainable incomes. 

There is now a growing volume of 
material and experience on alternative 
development—watershed development, 
protective irrigation and sustainable 
agricultural development—which show 
that the problem is not the lack of 
resources but wrong orientation. Un¬ 
fortunately. state governments have never 
given these developments enough con¬ 
sideration nor tried to incorporate some 
of these ideas in their plans and program¬ 
mes. The result increasingly is a growth 
of community-based efforts which off and 
on have received reluctant government in¬ 
puts at some stage. Clearly, these efforts 
arc necessary and are a part of a process 
of mobilisation of those who suffer the 
most from thejpresent chaotic develop¬ 
ments. However, unless these efforts are 
linked to an understanding of the 
deliberate anti-poor nature of state 
policies and programmes and help to 
create a groundswell against them, they 
will remain a series of parallel develop¬ 
ments which the state, especially in the 
current juncture, will be happy to en¬ 
courage, while going its own way. 


TWENTY YEARS AGO 

EPIf. April 1. 1972 

As the first anniversary of the April S 
uprising of the JVP in Ceylon approaches, 
an atmosphere of panic and tension exists 
in the country. While it is true that there 
are still some guerrilla bands in the northern 
forests and that there has been a spate of 
robberies all over the island, most observers 
agree that the “law and order” situation has 
certainly not deteriorated to a degree to war¬ 
rant a full military alert, as was declared a 
few weeks ago. 

Today certain regions of Ceylon have 
been cordoned off by the military; all leave 
for ihe armed forces has been cancelled. 
Armed troops are out in full force in the 
streets of Colombo searching cars'and stop¬ 
ping pedestrians. Last week a new wave of 
arrests began; pro-government Moscow 
Communist and Trotskyist cadres in the 
countryside have been arrested ai well as 
some anti-government followers of (he 
Peking Communist Party. The secretary of 
the dissident Trotskyist LSSP, Prins Raja- 
sooriya, who is a well known lawyer was 
also arrested last week along with a group 
of party youth leaguers who were having 
discussions with him. Colombo is rife with 
rumours of impending arrests, and because 
of the severe censorship operating, stories 
are being carried by word of mouth... 
Ceylon is in for a period of tension and 
strife in (he near future. What forms (his 
will take cannot be predicted. 

* ★ * 

The developments in relation lo cotton 
in recent weeks are a rather good example 
of how government policy is more often 
than nol shaped by opposite pressures 
exerted by different vested inteiests. If at last 
the government has now taken some steps 
to stem the fall in prices and speed up (he 
marketing of cotton, this has been the result 
of pressures from a few state governments, 
cotton growers, cotion trade and the textile 
industry What stands out is, first, the 
lack of an iiiieg rated and consistent policy 
towards prices and marketing of different 
agricultural products and, second, the 
failure to estimate the size of the crop and 
anticipate its likely consequences. For a 
number of foodgrains, and for wheat par¬ 
ticularly, the government has followed a 
policy of large-scaft purchases by the Food 
Corporation of India at predetermined pro¬ 
curement prices . In the case of sugarcane, 
acreage under which have been subject to 
wide fluctuations, the government has 
sought to ensure certain minimum prices for 
growers by working these prices into (l)e 
prices of sugar. . By contrast, the govern¬ 
ment has been content to let market forces 
determine the prices and marketing of 
cotton, supplemented by cr^it and other 
restrictions, such as those on mills' inven¬ 
tories, intended to exert a general downward 
pressure on prices. 
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THE MARKETS 


Conventional Wisdom Proved Wrong 

D P Shanna 


THE stock market has continued to push its 
way up. On April 2 it scaled a new p^ with 
the BSE sensitive index touching a high of 
4S46.48 and the national index moving up 
to 2048.97, the idicuit-breakcr’ notwithstan¬ 
ding. The closings were lower at 4387.76 and 
1991.11 respectively. The strong upsurge in 
equity prices which carried the BSE sensitive 
in^ from 3791.1 to 4S46.48 (up 19.9 per 
cent) in just three trading sessions was at¬ 
tributable mainly to the market’s positive 
reKtion to the outcome of the discussions 
the union Hiuuice minister had with the chief 
eiecutives of the major stock exchanges and 
the unqualified welcome accorded to the 
five-year export-import policy which makes 
trade ‘free’, subject to a small negative list 
and liberalises import of capital goods and 
taw materials. 

At their highest, the BSE sensitive index 
and the national index showed a rise of 1322 
per cent and 126.3 per cent over their respec¬ 
tive January 1 levels. Since the beginning of 
March the sensitive index has risen by 36.4 
per cent and the national index by 39.2 per 
cent, lb put it differently, the rise recorded 
during the first three months this year (till 
April 2) exceeds the total rise (from low to 
high) recorded during the whole of 1991. 
Never before has the stock market registered 
such a hefty rise in so short a time. 

An outstanding aspect of the astounding 
performance of the stock market is its con¬ 
temptuous disr^ard for the warnings sound¬ 
ed from time to time by eminent persons 
known for their intimate knowledge of all 
the goings on on the stock exchanges. But 
the market could scarcely be faulted for this 
as the ^pert’ views were based primarily on 
conventional indicators (P/E ratio, yield, 
etc), betraying lack of proper perception of 
the profound change that had been taking 
place in the market fundamentals. Conven¬ 
tional indicators have been rapidly losing 
much of their rdevanoe in the context of the 
growing imbalance between the demand for 
and supply of shares resulting from the enor¬ 
mous growth of investible funds seeking 
deployment in the secondary as well as 
prinutry market, especially the former, and 
the increasing shortage of tradable scrips. 
Only about a third of the listed securities 
figure in daily transactions and institutional 
irwestmoits have resulted in acute scarcity 
of good scrips. 

It should be of interest to make a brief 
mention of the views expressed by eminent 
persons about the emerging stock market 
scenario which serve to bring into sharp 
focus the need for a fresh approach to assess¬ 
ing the (Hitlook for equities in the altered 
economic and investment environment. In 


his annual statement dated July 31. 1990, the 
chairman of Investment Corporation of In¬ 
dia who is a business economist of high 
repute had expressed amazement at the ris¬ 
ing trend in equity prices. “Can the gloom 
about the future of the Indian economy leave 
untouched the present boom in stock 
markets?’’, he asked. The BSE sensitive index 
stood around 1200 at that time On April 2, 
the index stood 279 per cent higher. Late in 
August 1991 when the index stood around 
1800, reputed industrialist Aditya Birla 
observed that the market price of shares was 
“totally unrealistic” and he accused mutual 
funds of acting as catalysts of “speculative 
frenzies”. The index has gone up by IS2.6 
per cent since then. 

Early in January this year, the inter¬ 
nationally known outfit. Merrill Lynch, 
predicted that the BSE sensitive index would 
go down to 1650 before recovering to 
2100/2200 late in the year. The index has 
kept scaling new highs since then. It has 
never really looked back. Interestingfy 
enough, in its latest assessment Merrill 
Lynch has stated that the phenomenon of 
too much liquidity chasing too few scrips 
could drive the market still higher (above the 
March highs) in the latter half of 1W2. What 
a somersault! About the middle of February 
when the sensitive index was around 2400 
SEBI chief Ramakrishna reportedly urged 
the government to take appropriate measures 
to restore stability to the market, in his 
annual post-budget analysis Palkhivala too 
had a dig at the booming stock market. He 
said that the stock exchange can say anything 
as it needs the least intelligence and least 
knowledge to operate. “Let us see when the 
crash comes”, he said. 

On March 9, the RBI governor described 
the current stock market trend as “crazy” 
and held out the threat of institutional inter¬ 
vention. Institutional selling did bring down 
the BSE sensitive inda from 3547.6 to 3163.7 
(down 10.8 per cent) within two days but the 
market was quick to recover the lost ground 
and the index rose to a new high. The sen¬ 
sitive index stood around 3800 when UTI 
chairman Dave remarked that the “mind 
boggling” bullish phase in the Indian stock 
market had reached a “very dangerous level” 
and that the market’s “chemistry” had 
changed “too much in favour of gamblers, 
speculators arid short-term investors”. 
Ordinarily such a statement from the UTI 
chairman would have sent a mild tremor 
through the stock market. But the market 
kept scaling new highs. 

Davc^s observations, which have come in 
for a good deal of criticism on various 
counts, raise a very pertinent point. Why 
does the UTI chief have to express an alar¬ 


mist view when it is open to him to capitalise 
on the opportunity, offload UTI’s holdings 
in any quantity and bring prices down to the 
level which would meet his perception of i 
healthy market and a reasonable price levd> 
Could it be that the UTI chief has been feel¬ 
ing uneasy over disinvestments induced by 
the RBI’s deep concern over the rise in equity 
prices and he would like to replace proflttbly 
sales effected earlier on March 10 and 11? 

While the UTI chairman’s observations at 
a press conference may smack of indiscre¬ 
tion, his assessment of the state of the stock 
market will be shared by many. Unques¬ 
tionably, the market has developed quite a 
few disquieting features which no diKern- 
ing observer of the market scene can fail to 
notice. With an inenasing number of people 
lured by the ntarket’s seductive charms, 
holding out the prospect of making quidt 
fortunes, speculative activity has assumed 
rather disturbing proportions. Since shares 
of loss-making companies also are quoted 
at many times their face value, the impres¬ 
sion has been gaining ground that even in¬ 
discriminate purchases can bring rich 
rewards. The magic of fluctuations has been 
fully at work. Optimism has been feeding 
on itself, rendering the market’s technical 
position inireasingly suspect. 

While it is difficult to say how the pro¬ 
cess of technical adjustment will be com¬ 
pleted, it appears reasonably certain that the 
market is fuinly set to scale new highs in due 
course. The government is determined to 
make the overall environment increasingly 
congenial for private investment with a keen 
eye on attracting direct foreign investment. 
The private sector of the economy is eager 
to avail of the opportunities offered under 
the liberalisation regime. According to the 
latest tally, the proposed private sector in¬ 
vestment for power generation alone from 
both Indian and foreign companies exceeds 
Rs 20,000 crore. Quite a few mega issues are 
on the anvil. 

The rise in equity prices needs to be clear¬ 
ly distinguished from the manner of the rise 
and it is only the latter which could be a 
matter of concern at times. The recent 
discussions the union finance minister has 
had with the chief executives of the major 
stock exchanges point to a welcome recogni¬ 
tion of the subtle difference of the rise and 
the manner of the rise in prices. The finance 
minister did not hold out any threat of 
market intervention. He simply emphasis¬ 
ed the need for strengthening the 
surveillance systems to prevent excessive 
speculation and manipulation of prices and 
ensuring transparency of dealings. The con¬ 
crete steps the stock exchanges have been 
asked to take over a period of three months 
aim at strengthening and streamlining the 
organisational and infrastructural facilities. 
This should go a long way in promoting the 
smooth functioning of the market. 
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COMPANIES 


New Winds 

WITH the sighting of one swallow, sum¬ 
mer is teken to be here for the proposed 
Over-The-Counter {(JTC) market for new 
companies not to be coming to the capital 
market directly with public issues of share 
capital and not to be seeking listing on the 
stock exchanges but instead on the OTC 
market. The swallow in question is the 
capital issue of Co-Nick Alloys (India), 
which is among the companies seeking 
listing on the OnPC market, and which is 
the first of such companies in respect of 
which the CCI has issued the sanction. In 
terms of the CCI’s sanction, equity shares 
of the company are to be offered on the 
ore market to the public at a premium 
of Rs 6 per share of Rs 10 face value and 
with that Co-Nick Alloys will get duly 
listed on the OTC market. This is schedul¬ 
ed for May this year and so it is assumed 
that the CHC market will finally become 
operational in the month of May. 

Such is the expectation of Ravi Mohan, 
the chief executive of the Over-The 

The Week's Companies 


Counter Exchange of India, which the 
financial institutions have set up on 
having been entrusted with the task by the 
government three years ago. But despite 
the CCI having paved the way with the 
sanction of Co-Nick Alloys’ capital issue, 
the OTC market may not actually get go¬ 
ing. For one thing, one company does not 
make a market. Even if the CCI were to 
approve, as Ravi Mohan expects it would, 
the terms of the capital issues of two 
more companies, Vasundhara Rasayan 
and Merinite Polycast, there will have to 
be more companies. It will take time for 
this to happen, and in that the Securities 
and Exchange Board of India will have a 
big say. The SEBl’s coming into the pic¬ 
ture IS one more reason why the OTC 
market cannot be making a start in May. 

The CCI’s office, though it subsists still, 
is living now on extended time With 
government control on capital issues an¬ 
nounced ended in the union budget, the 
office of the CCI stands terminated. And 


while companies now are left free to 
decide the terms of their capital issues, the 
proposals are to be monitored by the SEBl. 

Meanwhile, in the matter of capital 
issues, the SEBl has established its 
authority already, from laying down the 
guidelines for merchant bankers and 
managers of capital issues to specifying 
the requirements of disclosures by the 
companies to be made in the prospe^uses. 

The SEBl has gone one more step fur¬ 
ther. Iq a consultative paper in this 
respect, it has proposed that the principal 
underwriters provide a ‘safety net’ for a 
period of some six months after the 
closure of a capital issue by way of a buy¬ 
back of the capital issue from the investors 
to the extent of their underwriting com¬ 
mitment, if the market price falls below 
20 to 40 per cent of the issue price depen¬ 
ding on the premium amount. 

Capital issues of companies seeking 
listing on the OTC market are to be decid¬ 
ed by the financial institutions sponsor¬ 
ing the companies for listing as members 
of the OTCEI. In the case of Co-Nick 
Alloys, the Industrial Credit and Invest¬ 
ment Corporation of India (ICICI) has set 
the terms of the share issue, which terms 
the CCI has now sanctioned for the listing 
of the company on the OTC market. In 
the case of two other companies, the 
terms proposed for sanction by the CCI 
are said to cover a higher amount of 
premium of Rs 10 and Rs 24 per share. 

There is a difference in appropriation 
of the premium amounts on capital issues 
of OTC listed companies. They are not to 
accrue to the companies, but to the finan¬ 
cial institutions as sponsors of the com¬ 
panies for listing on the OTC market. This 
is because the institutions are to subscribe 
first to the share capital of such com¬ 
panies and offer it subsequently to the 
public. In Co-Nick Alloys, the ICICI 
subscribed for Rs 60 lakh and another 
agency, DSP Financial Consultants, for 
Rs 30 lakh. The two will now offer to the 
public Rs 48 lakh and Rs 18 lakh. They 
had made their subscriptions a year ago 
at the issue price, while they will be of¬ 
fering the shares to the public at a 
premium, which will be the income they 
will be earning on their subscriptions. 

It sunds to reason that when as spon¬ 
sors of companies they do this in offer¬ 
ing capital issues to the public, the institu¬ 
tions should also provide a safety net to 
investors as is proposed by SEBl in respect 
of free market capital issues. In all pro¬ 
bability, the SEBl will be stipulating this 
requirement for the financial institutions 
in approving the terms of ca pital i ssues of 
companies for listing on the OIC market. 

Will the institutions come forward and 
provide such a safety net in respect of 
OTC listed companies or will they resent 
the SEBI’s proposal like the undenvriters 
are doing in respect of free market c^tital 


(Rs lakh) 


y Mafatlal Ind Standard Ind Vickers System s 

Financial Indicators March March March March March March 

1991 1990 1991 1990 1991 1990 


Income/expenses/profiis 
Net sales 
Other income 
Raw materials consumed 
Bower and fuel 

Other manufacturing expenses 

Labour cost 

Other expenses 

Operating profits 

Interest charges 

Gross profits 

Depreciation 

Profits before tax 

Ikx provision 

Profits after tax 

Dividends 

Liabililies/asseis 

Paid up capital 

Reserves and surplus 

Long term loans 

Shon term loans 

Other liabilities 

Gross fixed assets 

Accumulated depreciation 

Inventories 

Of which finished goods 
Receivables 
Loans and advances 
Cash and bank balances 
Investments 
Other assets 
Ibtal liabilities/assets 
Key financial ratios 
Turnover ratio 
Return on sales 
Return on investment's 
Return on equity (W) 

Earning per share 
Dividend (W) 

Book value per share (Rs) 
Current market price 
P/E ratio 


16762 

14145 

21707 

1398 

1223 

2901 

$141 

5039 

6516 

1840 

1671 

5820 

2087 

1683 

2799 

2344 

2061 

3671 

3733 

2995 

2701 

3154 

2012 

3679 

9 % 

902 

1114 

2158 

1110 

2565 

775 

745 

1177 

1383 

365 

1388 

— 

60 

100 

1383 

305 

1288 

403 

2 % 

221 

1345 

1345 

1105 

4839 

4381 

4761 

5073 

3133 

6138 

1875 

2517 

3247 

3755 

3729 

4986 

10606 

10002 

25825 

5251 

4536 

15102 

4481 

3788 

5988 

1879 

1762 

3250 

2657 

2223 

4008 

2129 

1991 

1555 

135 

149 

353 

2126 

1484 

168 

— 

— 

10 

16887 

15105 

20237 

0.99 

0.94 

1.07 

8.25 

2.58 

6.39 

8.19 

2.42 

6.86 

22.36 

5.33 

21 .% 

102.83 

22.68 

11 . 6 $ 

30 

22 

20 

459.78 

425 72 

53.06 

2700 

— 

325 

26.21 

— 

27.08 


20191 

2500 

2034 

2135 

243 

102 

6436 

1071 

7% 

5411 

51 

41 

2614 

59 

47 

3255 

656 

598 

2084 

422 

387 

2423 

619 

380 

1039 

199 

166 

1384 

420 

214 

1120 

81 

64 

214 

339 

150 

35 

no 

63 

179 

229 

86 

221 

50 

50 

1105 

200 

200 

3751 

352 

182 

4921 

1122 * 

876 * 

2404 

— 

— 

4501 

1113 

935 

23355 

889 »* 

61 l *» 

14339 

— 

— 

5437 

966 

806 

2925 

436 

307 

3213 

777 

646 

1594 

119 

113 

255 

65 

60 

210 

19 

19 

13 

16 

2 

17682 

2787 

2193 

1 14 

0.90 

0.93 

1.06 

13.56 

7.37 

1.21 

12.16 

6.84 

3.69 

41.49 

22.51 

1.62 

11.45 

4.36 

20 

25 

25 

43.92 

27.6 

19.1 

— 

250 

— 

— 

22.72 

— 


Ibtal of loans. ** Net block, inclusive of capital work-in-progress. 
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iuuo? tn whtdi c«s< Ml SEBl accord 
approvid to the terms of capital issues the 
institutions propose them for the listing 
of companies on the QTC market? It re¬ 
mains to be seen, which means also it 
remains to be seen how soon the QTC 
market will come into operation. 

MAFATLAL INDUSTRIES 

Gains of Modernisation 

MODERNISATION of textile mills is 
designed to enhance their export poten¬ 
tial. This is sufndently evidenced in the 
1990-91 results of two prominent com¬ 
panies in review this week, namely, 
Mafatlal Industries, which Arvind N 
Mafatial heads, and Standard Industries, 
with Rasesh N Mafatlal as chairman. The 
results of both the companies are decided¬ 
ly better, which their managements at¬ 
tribute to the companies’ significantly 
increased export performance. The better 
out-turn has resulted also in higher pro¬ 
fits, with the result that Mafatlal In¬ 
dustries has been able to raise dividend to 
shareholders from Rs 22 to R$ 30 per 
share and Standard Industries has been in 
a position to declare a 2:S bonus issue 
while maintaining dividend at Rs 2 per 
share. 

Noting that the year ended March 31, 
1991, saw improved performance by the 
textiles industry as a whole, directors of 
Mafatlal Industries state that the “major 
thrust in> exports has been the primary 
reason for the (company’s) excellent 
results”. The strategy of rapid modernisa¬ 
tion adopted since 1986-87 has started 
paying dividends. The directors add that 
the company has decided not to slacken 
its efforts in this direction and has plan¬ 
ned to invest about Rs 50 crore in the next 
two years. 

With the installation of sophisticated 
equipment, the company could raise pro¬ 
ductivity and sell quality fabrics at 
remunerative prices both in local as well 
as export markets. Exports increased to 
a record figure of Rs 4,100 lakh compared 
to Rs 3,165 lakh during the year 1989-90 
and amounted to a fourth of the textiles 
division’s turnover for the year. And 
though recessionary trends have since 
been visible in European markets, the 
company is confident of achieving a fur¬ 
ther rapid rise in exports in view of its 
policy of concentrating at the upper end 
of the market. Besides, it is planning for 
a volume increase in process^ fabrics ex¬ 
ports with the advantage in terms of value 
addition and other export benefits. The 
chemicals division also showed improved 
results, with some of the newly introduc¬ 
ed chemicals meeting with good response 
in the local as well as overseas markets. 

Among the new projects is the one for 
the manufacture of 50 lakh professional 
grade connectors for which the company 
received a letter of intent. It has signed 
a technical collaboration agreement with 
Siemens AC of Germany for obtaining 
state-of-the-art technology. The project is 


to be in the Electronics Industrial 
Estate in Candhinagar, Gujarat. 

The company had invested Rs 61.20 
lakh in the share capital of Gujarat Gas 
Company on having promoted it. Gujarat 
Gas has since made a public issue of share 
capiul and has been listed on the stock 
exchanges. Following that, Mafatlal 
Industries’ investment in Gujarat Gas has 
got reduced from 51 per cent of the lat¬ 
ter’s share capital to 40.01 per cent. 
Gujarat Gas has been awarded contracts 
of gas supply from the Ankleshwar/ 
Bharuch and Surat gas projects in 
Gujarat. 

Meanwhile, the company has developed 
interest in Sunanda industrial Machinery 
with its project for the manufacture of 
plastics processing machines like injection 
and blow moulding machines and ex¬ 
truders. Sunanda Industrial Machinery 
has entered into a technical collaboration 
agreement with Nigita Engineering of 
Japan. The project cost is estimated to 
Rs 10 crore and it is to be financed with 
a share capital issue of Rs 5 crore and 
loans of Rs 5 crore. Mafatlal industries 
is investing Rs 124.50 lakh (24.9 per cent) 
in the share capital. 

STANDARD INDUSTRIES 

Focus on Chemicals 

STANDARD INDUSTRIES’ sales and 
profits for the year ended March .31, 1991 
ran far ahead of those of Mafatlal In¬ 
dustries. This is due primarily to Standard 
Industries having a large chemicals out¬ 
fit which, though part of the company’s 
manufacturing facilities as a division, 
happened to be christened by a different 
name of Standard Alkalies. It is in¬ 
teresting to observe in this connection that 
modernisation (or rather upgradation) of 
the chemicals division is given as much 
priority as that of the textiles division by 
the company. 

The stress laid on upgrading the 
chemicals division is evidenced by the 
company having raised specific moder' 
nisation rupee term loans under the pro¬ 
ject finance participation scheme from the 
institutions separately for the chemicals 
and textiles divisions. Such loans outstan¬ 
ding at the close of the year for the 
chemicals division amounted to Rs 119.75 
lakh against Rs 172.75 lakh in 1989-90 and 
for the textiles division to Rs 183.20 lakh 
against Rs 224 lakh. There was a further 
amount of' Rs 1,012.86 lakh for the 
chemicals division (Rs 77 lakh in the 
previous year), in addition to Rs 1,274.40 
lakh of foreign currency loans raised 
during the year. The amount of foreign 
currency loan from the ICICI for the tex¬ 
tiles division stood reduced from 
Rs 102.55 lakh to Rs 56.60 lakh. 

Modernisation of the textiles division 
is centred on high value production by a 
scrapping of smaller width looms. With 
a continued drive in this direction, the 
company has been able to increase its ex¬ 
ports from Rs 3,802.35 lakh to Rs 4,943.27 


lakh. It has also esublished new markets 
in the Gulf and in countries like Japan, 
Thailand, Singapore and Hong Kong. 
Total forrign exchange earned by the com¬ 
pany in 1990-91 was Rs 5,005.28 lakh, 
almost twice the figure of Rs 2,579.98 lakh 
of foreign exchange expended. 

The company had established a joint 
venture in Indonesia called PT Standard 
Rubber Industries and invested Rs 44.51 
lakh in its share capital. The operations 
of the joint venture have not been pro¬ 
fitable due to a series of devaluation of 
the Indonesian rupiah. The company has 
authorised its bankers. State Bank of 
India, Singapore, to negotiate for the sale 
of the shareholding of the promoters of 
the joint venture company, and written off 
its investment of Rs 44.51 in the account 
for the year 1990-91. 

VICKERS SYSTEMS 

Share Price Boom 

VICKERS SYSTEMS in the post-budget 
market boom is fancied now so strongly 
that floor jobbers in the scrip on the 
Bombay Stock Exchange arc said to be of¬ 
fering the scrip at a diflerencc of Rs 100 
on its current price of Rs 225. So much 
for the BSE’s surveillance of the market. 
However, the scrip is in great demand 
thanks to Vickers Systems making a suc¬ 
cess of its business of manufacture of pro¬ 
ducts for the fluid power market with in¬ 
troduction ol more sophisticated products 
in collaboration with Vickers, USA For 
years on the company has been negotiating 
with Its collaborators new agreements to 
cover manufacture of the latter’s new pro¬ 
ducts of high technology in the country. 
Yet another agreement was negotiated for 
a range of additional high-tech new pro¬ 
ducts during the ycat ended March 31, 
1991. There is another lactor to be driv¬ 
ing the scrip up and in demand, which is 
that of Vickers’ shareholdings in the com¬ 
pany at 39.91 per cent amounting to less 
than 40 per cent, but which under the now 
revised government policy the American 
company can be increasing to 51 per cent. 

Vickers Systems has been absorbing the 
technology it has been importing from its 
American collaborators. As of 1990-91, it 
has done so in full in respect of the period 
prior to 1986 concerning variable vane 
pumps, high performance intravene 
pumps and electrically modulated valves 
and was in the process of doing so con¬ 
cerning such products as cartridge valves 
and remote control valves and high per¬ 
formance intravene single and double 
pumps. 

The company has circulated an abridg¬ 
ed annual report for the year 1990-91. So 
it is not possible to put down the figure 
of its block investment in fixed assets. Its 
results for the year show improvement, 
while the figure of profits is inflated to 
the extent of Rs 140 lakh of insurance 
claim received for the damage caused by 
a fire to its plant at Kandivli in Bombay 
in September 1989. 
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IN THE CAPITAL MARKET 


Gamarays 

Transmissions 

GAMARAVS transmissions is a 

communications company set up with 
ambitious plans by Vijay N Shah with 
an experience of 10 years in the 
telecommunications field. In addition 
to manufacturing a variety of products 
for the communications industry, Shah 
is to target this company to setting up 
a telecommunications network in 
major cities and towns and claims to 
have received the central government’s 
sanction for Bombay and Delhi 
already. The company has also applied 
for money changer’s licence to the 
Reserve Bank of India which it finds 
it necessary for ISD facilities which it 
plans to offer to people in different 
places. The company expects the 
profitability of its telecommunications 
network to amount to 23.77 per cent 
in the very first year of becoming 
operational. Gamarays Transmissions 
is setting up its plant at Asangaon in 
Thane, Maharashtra. It proposes to 
make a share capital issue of Rs 3.8 
crore to the public for subscription. 

Aashi Pharmachem 

AASHl PHARMACHEM is establish¬ 
ing a 100 per cent export targeted unit 
in bulk drugs in Gujarat at a cost ol 
Rs 9.61 crore and is raising Rs 3.58 
crore from the public by way of sub¬ 
scription to its equity share capital. 
The project cost is funded with a total 
share capital issue of Rs 6.50 crore 
(Rs 2.60 crore subscribed by the pro¬ 
moters), Rs 2.50 crore issue of non¬ 
convertible debentures, Rs 46 lakh of 
lease finance and Rs 15 lakh of invest¬ 
ment subsidy. The NCDs are to be 
issued on a private placement basis, 
Rs 62.50 lakh of the amount having 
been already subscribed by the pro¬ 
moters on a basis of payment of no in¬ 
terest as return. The debt-equity ratio 
is estimated as low as 0.38; 1 compared 
to the industry’s norm of 1.5:1. The 
project is to be located in a backward 
area near Ahmedabad. For the 100 per 
cent export project, Aashi Pharmachem 
has negotiated technical know-how 
from Kotnis Chemical Engineering, 
Pune, and for the erection of the plant 
from Chemsphere Consultants, 
Bombay. Besides, the company has 
negotiated arrangements with parties 
m America and Europe to lift all of its 


production for a period of five years 
from start. Most of the raw materials 
are available* indigenously. Aashi 
Pharmachem expects to achieve a 
capacity utilisation of 50 per cent in 
the first year of implementing its pro¬ 
ject and of 60 per cent and 70 per cent 
in the second and third years, ^les are 
estimated correspondingly at Rs 17.24 
crore, Rs 20.70 crore and Rs 24.14 
crore, and profit after tax at Rs 3.80 
crore, Rs 5.18 crore and Rs 6.45 crore. 

Trimurtee Fertilisers 

TRIMURTEE FERTILISERS is enter¬ 
ing the capital market with a public 
issue of Rs 1.83 crore m equity shares 
ol Rs 10 each al par. Trimurtee Ferti¬ 
lisers was incorporated in 1984 to 
undertake manufacture of sulphuric 
acid and single superphosphate (SSP) 
fertilisers. However, due to years ol 
drought in the country and a glut in 
the supply of fertilisers, the company 
did not earn any operating profit till 
1988-89 and is still to declare a divi¬ 
dend. But now the company has drawn 
up plans to increa.se the capacity of its 
sulphuric acid plant Irom 38,000 
tonnes per annum to 1,00,000 tonnes 
and of the SSP plant from 66,000 
tonnes per annum to 1,32,000 tonnes, 
in addition to setting up a plant for the 
manufacture of oleum with a capacity 
of 16,500 tonnes per annum in Kanpur 
district, Uttar Pradesh. The oleum 
plant commenced production in July 
1991. The sulphuric acid and SSP 
plants arc said to have become opera¬ 
tional from March this year. As the 
acid plant is to yield excess steam (350 
tonnes per day), the company proposes 
to use the surplus in a 100 tonnes per 
day paper plant it is planning to set up 
in 1993-94 1 he company’s plans arc 
to involve a capital outlay of Rs 12.95 
crore, which it is meeting with term 
loans of Rs 8.63 crore, rights issue to 
the existing shareholders of Rs 2.27 
crore, a further issue of share capital 
of Rs 2.05 crore out of which Rs 1.83 
crore is being offered for public 
subscription. 

Isibars 

ISIBARS, incorporated in 1987, 
belongs to the India Steel group whose 
other companies include India Steel 
International, which is engaged in ex¬ 


port of bright steel ban and wires with 
a turnover of Rs 2186 crore during 
1990-91, India Steel Industries, the 
flagship, which is manufacturing 
bright steel bars and earned durteg 
1990-91 a net proflt of Rs 14.82 lakh 
on a turnover of Rs 360.10 lakh, and 
isinox Steels, which was incorporated 
in 1990 and is now setting up a wire 
drawing unit for the manufacture of 
steel bars at a cost of Rs 3 crore. Isiban 
is setting up a Rs 5.24 crore project for 
the manufacture of steel bars with an 
installed capacity of 8,000 tonnes per 
annum at Tbrbhe, near Bombay, inie 
project cost is to be met with equity 
funds of Rs 3.40 crore and term loans 
of Rs 1.84 crore. Of the equity share 
capital the company is offering Rs 1.34 
crore for subscription to the public 
The project’s main plant component, 
a combined drawbench, is to be im¬ 
ported from Schumag of Germany. 
The rest of equipment is to be procured 
indigenously. So also the major raw 
materials from such companies as 
SAIL, Mukand, MUSCO, FACOR and 
Fanchmahal Steels. India Steel group’s 
thrust has been in the export market 
which Isibars will fortify further. It will 
allocate 25 per cent of its production 
for local supplies and the rest for 
export. 

Bay Liners 

BAY LINERS is a 100 per cent export- 
oriented unit which is to exploit the 
potential of export of tuna fish from 
Indian waters to Japan and other parts 
of the world. For the purpose, Bay 
Liners has negotiated collaboration 
with Hoko Fishing Company, one of 
Japan's top five companies in the field. 
The collaboration covers, in addition 
to technological support, arrangement 
of the Japanese company buying up 
Bay Uiners’ entire catch of tuna fish 
round the year for the first five years 
of operations. Bay Liners has ordered 
a highly sophisticated ultra low 
temperature tuna longliner of 42 
metres in length with Nigita Engineer¬ 
ing, Japan. The company plans to con¬ 
centrate on exploring fishing of 
Sushimi grade tuna, since it is very 
popular in Japan and enjoys good de¬ 
mand all over the world. The project 
cost is placed around Rs 12.35 crore 
towards which the company will be 
making a public issue of Rs 2.08 crore 
in equity shares of Rs 10 each at par. 
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Education for All 
The Financing Problem 

Arun Ghosh 

Whik much of the nonlering of education can be brought about 
without jncreaang the totality of funds currently deploy^ for 
‘sodal services*, it should be possible to increase the allocation 
for education significantly by cuts in unproductive government 
•expenditure on defence and on internal security, as well as the 
imposition of austerityjn government functioning. 


BEFORE going into the problem of Find- 
in| finance for the education sector, it is 
necessary to be dear as to the objectives 
of education policy.and the patterning of 
education, because the problem of finance 
cannot be totally dissociated frtfn the pro¬ 
blem of the type of education to be im¬ 
parted. A few broad facts in regard to the 
past pattern of growth of education, and 
a quick look at the type of change 
necessary in education policy, may there¬ 
fore be useful before discussing the finan¬ 
cing of education in the coming years. 

Present Status of Education 

First, it is important to highlight the 
fact that though over the years, the per¬ 
centage of GNP spent on education has 
doubtless increased—from 1.2 per cent in 
1950-51 to 3.9 per cent in 1986-87—the 
share of education in the plan expenditure 
came down from 7.86 per cent in the First 
Plan to only 3.55 per cent in the Seventh 
Plan. More importantly, within the plan 
expenditure on education, the share of 
elementary education came down to 29 
per cent in the Seventh Plan from 56 per 
cent in the First Plan. Barring Bangla¬ 
desh, India is at the bottom among all 
countries of the world with a population 
of 10 crore or more, in regard to expen¬ 
diture on education as a percentage of the 
GNP; and ranks 115th (including smaller 
countries) in the world, in regard to ex¬ 
penditure on education as a percentage of 
the GNP (vide. Committee for Review of 
National Policy on Education, A Perspec¬ 
tive Paper on Education, New Delhi, 
September 1990; generally ktiown as the 
Acharya Ramamurti Committee). 

As a result, though the number of 
primary schools in the country increased 
by some two and a half times—from 
f 2,09,671 in 1950-51 to 5.43.677 in 
1987-88—the number of other educa¬ 
tional institutions increased by nearly ten 
times, from 21.564 in 1950-51 to 2,13,218 


in 1987-88. A similar trend is seen in the 
number of teachers (vide. National 
Institute of Educational Planning and Ad¬ 
ministration, Education for AH by 2000, 
New Delhi, March 1990). According to the 
same source, there were 2,628 primary 
schools without any teacher, and as many 
as 1,48,033 primary schools with but one 
teacher, the two between them accounting 
for 28.5 per cent of all primary schools. 
To add to this number, nearly a third of 
the primary schools had only two teachers 
each. 

In a painstaking research study based 
on the 42nd Round of the National Sample 
Survey (covering the period July 1986- 
Junc 1987), B S Minhas has found that 
69 per cent of females and 43 per cent of 
males in rural India, of the age of 6 and 
above, never eniollcd as students for one 
reason or another. In the urban areas, 
these percentages were 36 for teinales and 
17 for male.s. On an aggregative basis, 57 
per cent of the rural population and 26 
per cent of the urban population (ot age 
6 and above) never enrolled as students. 
Non-availability of schooling facilities 
accounted for 10 per cent of the ‘ncvci 
enrolled’ persons in rural areas and 8 per 
cent in urban areas. Nearly 3 per cent ol 
such persons (both in rural and urban 
areas) gave the reason for non-enrolment 
as ‘not interested’. However, Minhas has 
clarified that “Although the non-interest 
in enrolment might be considered a de¬ 
mand side constraint on access to educa¬ 
tion by many, 1 am of the view that the 
mam cause for being ‘not interested’ in 
enrolment may reside In the lack of 
facilities (such as only single teacher 
schools, inadequate buildings providing 
little cover against the tropical sun and the 
monsoons, no blackboards, very poor 
teaching materials, etc). In other words, 
it is not only the physical non-availability 
of schools as such but also the abysmally 
poor quality of what is available, which 


constitutes the supply side constnitU on 
participation in education!’ 

Economic reasons predominated among 
the reasons for non-enrolment, lb quote 
from Minhas again, “Of all the rural 
males in the ‘never enrolled’ category, 50 
per cent were unable to participate in 
education either because they were involv¬ 
ed in economic activity of their house¬ 
holds or because of other economic con¬ 
straints. As for rural females, approxi¬ 
mately one-third of those ‘never enrolled’ 
were constrained by these two reasons. 
About 52 per cent of urban males mid 29 
per cent of urban females could not avail 
of the educational services for work and 
other economic reasons" (vide, B S 
Minhas, Educational Deprivation and Its 
Role as a Spoiler of Access to Better Life 
in India, Indian Statistical Institute, New 
Delhi, March 1991, mimeo). 

The above extensive quotations are 
given here because the issue of finding 
finance for improving educational facili¬ 
ties is closely linked to: (a) the pattern of 
education that we propose to evolve for 
the future, and (b) the reasons for the 
abysmal state of lack of education in 
India. As per the 1991 Census, on an all- 
India basis, of the population of age 7 and 
above, 48 per cent were totally illiterate (as 
of March 1, 1991). 

As staled earlier, India stands quite low 
(Il5th in the world) in regard to expen¬ 
diture on education as a percentage of the 
GNR Not only that, of late, we have been 
frittering away even the meagre resources 
spared for education on diverse, separate 
programmes aimed at addressing specia¬ 
lised aspects of the problem, such as adult 
literacy programme, non-formal educa¬ 
tion (NFE), educational technology pro¬ 
gramme, scheme of environmental orien¬ 
tation to school education, scheme for 
vocationalisation of secondary education, 
the locus on the appointment of Hindi 
teachers in non-Hindi speaking areas, as 
well as diverse ‘Mi.ssions’ set up by the 
centre lo tackle the.se several aspects of 
education. 

PATII RNINO of EDUCAflON IN FUTURE 

The intimate connection between 
education and development, the need for 
taking a holistic view of the problem, the 
need for the ‘convergence’ of diverse 
educational and allied services so as to ef¬ 
fect economy and efficiency in expendi¬ 
ture for achieving the desired end, and 
most importantly, the need to universalise 
primary education have never informed 
policy-making in regard to education. 
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It is necessary, therefore, to briefly spell 
out the objectives and the future pattern¬ 
ing of "ducation policy before focusing on 
the finaii-itig of education in the coming 
years. 

The three most important elements in 
future education policy should be (a) to 
make primary education not only availa¬ 
ble but also reached to and availed of by 
ail children, so that at least in the next 
generation, wc have a more educated, alive 
and alert population; (b) to focus on the 
education of women, and particularly 
female children, by reaching out to them; 
and (c) to make education worthwhile, 
and relate it to the actual needs of the peo¬ 
ple, in terms of suitability of the educa¬ 
tion imparted for employment, for better 
skills, for a better understanding of 
health, education, environmental and 
other relevant issues. Primary education 
has, to be meaningful, to be imparted in 
the molhci tongue of all children, at least 
in the 16 major languages (and scripts) 
which are in common use across the 
country. 

To the above end, .school curricula have 
to be made less rigid, and innovative 
initiatives have to be adopted in the field 
of education. Substantial increase in the 
proportion of funding of primary educa¬ 
tion is also necessary, at the same time in¬ 
creasing community involvement m order 
to make the education system work. This 
calls for decentralrsation and de-bureau- 
cratisation ol the education system and 
giving the initiative to the community at 
large to run the education system. At the 
same time, m order to give effect to the 
principle of equitable opportunity for all 
through education, primacy has to be 
given to: (a) education for women, and in 
particular, girls of a school-going age; (b) 
education iat cither backward sections of 
the population like scheduled castes and 
tribal people; (c) convergence of services 
like the provision ol luitrilion (through a 
mid-day meal programme) tor children, 
which will inter alia also help to reduce 
the drop-out rate; and (d) making educa¬ 
tion universally desired, thiough a change 
in the curiicuta and m the education 
system, and relating education to the 
needs ol people For higher education, the 
introduction of modular courses, a 
semester system, credit accumulation, and 
flexibility (through provision of multiple 
entry and exit points) are the need of the 
day to enable students to select a com¬ 
bination of courses (and stagger them) ac¬ 
cording to their circumstances and needs. 

F'lNANtlNCi 

In 1989-90, the total amount spent by 
the centre on revenue account for educa- 


NATIONAL INSTITUTE OF ADULT EDUCATION 

(An autonomous institution under 30 vt. of India) 

The National Institute of Adult Education (NIAE) invites applications 
for two posts of Fellows in the scale of pay of Rs 
3700-125-4950-150-5700. 

The persons selected to the posts will be exprected to provide 
academic and technical resource support for the implementation of 
Adult Education programme in the following areas: 

-Human Resource Development 
- Learning and Curriculum 
—Communication and Media 
—Research and Evaluation 
-Comparative Studies 
—Foundations of Adult Education 
-Management and Planning 

Educational Qualifications for Direct Recruits 

Uniformly very good academic record with a doctoral degree or 
equivalent published work Evidence of substantial contribution to 
educational innovations, design of new courses and curriculum. About 
five years experience (excluding period spent m obtaining Ph.D 
degree) of teaching and/or research 

OR 

Uniformly very good academic record with at least three years 
experience in research/innovation oriented activities in Adult 
Education or allied spheres, with at least five years experience at 
senior level in Education, or Rural Development, or Administration, 
of which at least three years should be m Adult Education or allied 
spheres 

Age for Direct Recruits 

Preferably below 50 years RelaxabI? in the case of persons 
possessing exceptionally high qualifications or experience in the area 
of Adult Education. 

Qualifications for Deputation/Transfer 

Persons holding analogous posts in Universities/Institutions of higher 
learning/research, or persons fulfilling qualifications and experience 
prescribed for direct recruitment. 

Applications on plain paper may be sent to Registrar, National 
Institute of Adult Education, 10-B, Indraprastha Estate New 
Delhi • 110 002 latest by 30th April, 1992. 
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tion. art. culture and scfentific research 
was Rs 1,167 crore, and that of sutes (on 
the above heads plus sports) was Rs 13,916 
crore. In addition, toul plan outlay for 
this sector was Rs 2,S30 crore, making a 
total of Rs 17,613 crore. This works out 
a little under 4 per cent of the GDP (at 
market prices) of Rs 4,42,769 crore in 
1989-90 (vide. Currency and Finance 
Report for 1989-90, published by the 
Reserve Bank of India). One would need 
to add the expenditure on education by 
the local authorities (like the munici¬ 
palities, and in some states, the pan- 
chayats), as well as some small amounts 
under centrally sponsored schemes. All in 
all. the total amount spent on education 
would work out to a little more than 4 per 
cent of the estimated GDP in 1989-90. 
Though significantly below the targeted 
rate of 6 per cent of the GDP—as per the 
government’s previously announced 
policy—the amount is still significant; it 
is in the effectiveness of this expenditure 
for the objectives stated earlier that the 
major lacuna arises, though it must be ad¬ 
mitted that this expenditure is less than 
the total outlay (by the centre and states 
taken togcthei) on defence, police and 
paramilitary forces (the last item hidden 
under diverse heads in the central budget, 
the firs] two alone, i e, defence and police 
other than paramilitary forces, accounting 
for Rs 16,610 crore in 1989-90). Inciden¬ 
tally. of late, more important than the ex- 
pendituic on police is the expenditure on 
paramilitary forces, lixpenditurc on the 
Railway Protection Force (by the Railways) 
is also excluded from this total. 

It should be .stated at this juncture that 
all these figures pertain to Revised Esti¬ 
mates for 1989-90. extracted from the 
Currency and Finance Re/iort for 1989-90, 
and are subject to minor changes. They 
merely serve to indicate the dimensions of 
the expenditure on education vis u vis the 
expenditure on delence and 'internal 
security’, the totality ol the latter being 
greater than the totality of the official 
expenditure on education, both being 
understated in different degrees. 

Obviously, to the extent that one can 
save on ‘unproductive’ expenditure on 
defence and police forces, the expenditure 
on socially u.seful programmes like educa¬ 
tion can be increased, without any addi¬ 
tional draft on the totality of the income 
of the community. 

A great deal of money can also be saved 
by ’austerity’ in government expenditure. 
Not only in terms of size of the Council 
of Ministers (at both the centre and the 
states) but also in terms of the perquisites 
enjoyed by them, there are possibilities of 
effecting large savings in government ex¬ 
penditure, which could (and should) be 


deployed for the expansion of education 
facilities to the entire population. For, 
education is the first requisite to economic 
development; in fact, a good education is 
not only the means to a better life but an 
end in itself. 

In the present context, we are not con¬ 
cerned with generalities; we are interested 
in demonstrating; (a) how more efficient 
and effective use can be made of the funds 
presently deployed through a re-ordering 
of the institutional framework for expen¬ 
diture on education; (b) what the priorities 
of the totality of expenditure on educa¬ 
tion should be; and (c) how the entire 
community can be made a willing partici¬ 
pant in the endeavour to improve educa¬ 
tion, so that larger voluntary savings (and 
non-monetised effort) from the communi¬ 
ty can become available for promoting the 
objectives of universal education and 
more meaningful education for the people. 

DECHNTRAI ISAIION AND'CONVmi.l N< I • 
Ot St RVK tS 

The task of organising primary educa¬ 
tion should be decentralised, togeihcr with 
similar social services (like primary health, 
child and maternity care, supply of addi¬ 
tional nutrition). At present different 
ministries/departments of the central and 
state governments attempt to reach down 
to the people separately and individually, 
with the result that significant expendi¬ 
tures are incurred without the services 
effectively reaching down to the people. 
Remote control leads to ineffective con¬ 
trol. For example, the control over village 
schools exercised by the state governments 
(through the state departments of educa¬ 
tion) results in large-scale absenteeism of 
teachers. It was officially reported after 
a quick survey of some localised areas that 
in a primary school with three teachers, 
on an average onlv one was found to at¬ 
tend, obviously by rotation and by niulual 
agreement; distant control led to this 
undesirable stale of affairs; and a direct 
consequence of this situation was the poor 
quality—in fact, for many students the 
total absence—of teaching, resultant loss 
of interest among students and an increase 
in the drop-out rale. 

On the other hand, after the introduc¬ 
tion of panchayai raj in Karnataka in 
1986, and the handing over of the running 
of village schools to the mandal pan- 
chayais, attendance of teachers in schools 
improved dramatically. 

By handing over the delivery of related 
services to the panchayats (or in urban 
areas, to the municipal bodies), it would 
be possible to not only economise (by 
reducing the bureaucratic chain) but also 
to significantly improve the quality of the 


services delivered. For instance; by making 
the ‘Anganwadi’ and the ‘Balwadi’ com¬ 
plexes the focal points of maternity and 
child care and of child health and educa¬ 
tion respectively, by handing over the 
responsibility of (and the funds currently 
expended on) the Integrated Child Develop¬ 
ment Scheme (ICDS) to these organisa¬ 
tions, by pooling all the resources of man¬ 
power and money currently funded by 
diverse departments for similar (and 
related) objectives, we can ensure better 
utilisation of the funds already being 
spent by government. 

In this context, there are two lacunae 
which need urgent action—again, with a 
minimum of additional funds. First, there 
arises the need for getting the services of 
the best teachers as primary school 
teachers; and since we are not starting on 
a clean slate, this objective can be realis¬ 
ed only through a massive programme of 
teachers’ training and reorientation. 
Secondly, we need to take a look at the 
curricula, and the methods of teaching 
science, mathematics, our history and 
geography, and environmental and other 
important concerns for future generations. 

Both can be achieved in relatively in¬ 
expensive (and efficient) manner through 
the use of the television network. What 
IS required is to evoke the curiosity of 
students to gel them interested in knowing 
more about the universe, their own en¬ 
vironment. and the intimate connection 
between knowledge and the reality of their 
own lives. Such knowledge cannot be im¬ 
parted through the process of cramming. 
In fact, our curricula, our education 
system, our examination system all help 
to encourage cramming. Hence, there is 
urgent need to rethink both the curricula 
and the problem of ‘training’ the hun¬ 
dreds of thousands of teachers required 
to make primary education universal. 

Since the supply of really imaginative 
and lorward looking teachers is limited, 
the most plausible way of attaining the 
objectives stated above, at minimum cost 
would be to: (a) get the most competent 
people to devise books, guidance mate¬ 
rials, and scripts for TV programmes; 
(b) to use the TV network for imparting 
training to teachers (at different levels); 
and (c) to prepare video cassettes in 
different languages, for the student 
community. 

All that would be necessary thereafter 
IS lo beam a second channel in every 
state—in the regional language—and lo 
provide a TV set for each school, in every 
viliage/town. Actual lessons for different 
subjects can also be played back through 
video cassette players (VCPs) in every 
school. The ‘trained’ teachers—for whom 
other programmes can be prepared and 
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bevniecl through the TV network—can 
help to clarify, explain and elucidate the 
lessons in ;he video cassettes. 

The nation has already invested^enor- 
mous sums of money for creating a TV 
network. This network is today being 
totally misused for broadcasting all man¬ 
ner of inane programmes and advertise¬ 
ments for elitist consumer goods. What 
is required is to make use of this existing 
resources—with tremendous appeal—for 
useful purposes, and no purpose would 
be more useful today than the spread of 
education and enlightenment to the entire 
population. 

The additional cost would be limited to: 

(a) the expenditure on ihe hardware 
necessary to provide a second channel to 
every state, for beaming programmes in 
the regional language(s) of the state, and 

(b) the outlay required for preparing the 
relevant ‘software’ in each regional 
language. 

Today, the existing expertise in the 
country (e g, in the NCERT, in a number 
of ‘open universities’ and other institu¬ 
tions) is not being fully utilised in this na¬ 
tional endeavour Thus, while additional 
lunds would doubtless he required, the 
greatest need of the day is to make better 
use of the resources already available for 
attaining the objectives outlined. All that 
is necessary is a change of focus, plus the 
infusion of further funds to publish cheap 
textbooks, prepare the software necessary 
for the training of teachers, prepare llie 
software necessary even for preparing the 
video cas.selies that may be replayed in 
village schools, to evoke student interest. 

The experience of Karnataka tells us 
that when the mandal panchayats were 
given the responsibility for running village 
schools, many of them raised additional 
resources them.selves, for the construction 
of schrxil buildings where there were none, 
and for hiring teachers where there was 
an obvtous shortage. These facts, as also 
of the remarkable improvement in the at¬ 
tendance of teachers, are documented in 
Ihe report of the K S Krishnaswamy Com¬ 
mittee, set up by the Karnataka govern¬ 
ment in 1989, to evaluate Ihe progress, the 
lacunae and the problems of the pan- 
chayat raj system introduced in Karnataka 
in 1986. 

The first requisite, for replication of this 
experiment, would be the passing of the 
Panchayai Raj and Nagar Palika Bills by 
parliament, and the devolution of lunds, 
currently being spent by the centre (through 
either central schemes or centrally spon¬ 
sored schemes) to the states, on condition 
that these funds devolve, in turn, to the 
locally elected panchayats/municipalities. 

What is also required is not the pro¬ 
liferation ofdiverse schemes for the pro¬ 


motion of education, but their consolida¬ 
tion and unification, as well as Ihe ‘con¬ 
vergence’ of related services through the 
village panchayats/municipalities. 

This docs not imply that additional 
funds arc not required. As the Annual 
Report of the Ministry of Human Resource 
Development for 1989-90 indicates, 95 per 
cent of the rural population was served 
by primary schools within a walking 
distance of one kilometre and 85 per cent 
of them were served with middle schools/ 


sections within a distance of three 
kilometres. Nevertheless, the amenities 
available were unbelievably bad. More 
than 7 per cent of primary schools had 
no building whatsoever, and operated in 
the open air; nearly 20 per cent of primary 
schools had cither thatched or kutcha 
buildings or functioned from tents. More 
particularly, simple amenities like drink¬ 
ing water, bathrooms, playgrounds were 
absent in most schools. Even blackboards 
were lacking in most primary schools. The 
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availability of education to the scheduled 
caste and scheduled tribes people, as 
also to female children was particularly 
inadequate. 

Thus, significant investments are neces¬ 
sary even for physical amenities; but as the 
Karnataka experience shows, the people 
themskdves can come forward and help to 
raise resources for improving facilities, 
provided they have the authority to 
manage their own affairs. But what is 
essential in this context is to improve the 
content of the education impart^, as well 
as the quality of teachers, for both of 
which the widespread availability of com¬ 
munication media should be availed of, 
and the imparting of knowledge should 
be undertaken through various regional 
languages. 

A lot of economy in expenditure is 
possible by allowing the business of im¬ 
parting primary education to be taken 
over by the people, by empowering the 
panchayats lo run primary schools. 

Hicoilr Cinic ai ion 

If the proportion of slate expenditure 
on higher education can be brought down, 
that will automatically release funds for 
primary (and upper primary) education, 
the latter •being necessary to remove the 
scourge of illiteracy and ignorance among 
large sections of the population. 

There has of late been a proliferation 
ol higher educational institutions of se¬ 
cond oi third rate quality, which are now 
churning out an increasing number of 
‘unemployable’ persons in the .sense that 
these ‘graduates’ now expect not to work 
with their hands, but with little intellec¬ 
tual equipment to perform any useful ser¬ 
vice to society. There are three ways to 
tackle this problem which is now begin¬ 
ning to cause considerable unrest and 
social tension particularly in the urban 
aieas. In the fiisl place, we need lo recast 
the curricula, the examination system, the 
very system of teaching from a set of 
courses to a modulai system of ‘credits’ 
for different optional subjects, a semester 
system with free entry and exit to students 
depending on their convenience. Secondly, 
the fees for higher education should be 
raised with enough number of merit 
scholarships to deserving students who 
pass the means test. Thirdly, the prolifera¬ 
tion of private businesses (by way of 
educational institutions) should be stop¬ 
ped by banning capitation fees, donations 
as a requirement for admissions, and 
similar devices which tend to make for 
better educational facilities only for the 
children of the well-to-do sections of the 
population. Equally, the normal fees for 
institutions, of higher learning should be 


much higher than they are, so that the cur¬ 
rent high subsidy on higher education can 
be reduced. It is, for instance, known that 
the cost to the nation of every student in 
advanced institutions like the 111^ is much 
more than a lakh of rupees annually; the 
fees charged are a pittance: and most ot 
the graduates migrate abroad where they 
can earn much higher salaries. This is tan¬ 
tamount to subsidising the emigrant elite 
of the population, and can be prevented 
by a system which ensures that each such 
migrant more than repays the amount 
spent on his higher education (by borrow¬ 
ing, or by having his departure thus fund¬ 
ed by a rich relative). There should, of 
course, be an adequate number of merit 
scholarships for deserving students who 
cannot alford to pay the higher fees lor 
such advanced institutions of learning. 

The semester system, and the transfer- 
rable ‘credn system’ lor different topics/ 
siibjccis, can help lo inirodiice a modular 
system wherein a student can do part ol 
a course, and return lo complete ihc 
course at a later dale, when he (or she) can 
alford the time and money. This would 
help to democratise the highci education 
system. 

The 'open university’ system is anothci 
means ol uniscrsalismg higher education. 
However, great caie is necessary in devis¬ 
ing both the courses and the reading 
material supplied to siiidcnts who wish to 
pursue advanced studies through the 
‘open university’ 

The above procedure is likely to. (a) 
reduce the present subsidy on higher 
education; (b) democratisc higher educa¬ 
tion; and (c) eliminate the conversion— 
now taking place at a rapid rale—of 
private educaiion.'il institutions into 
‘businesses’ (or like laclones churning out 
nneinplovablc graduates) 

Ihc lediiciion in ilic siihsidv iciiiincd 
lot hiehci ediK.nil'll .viiiild iclc.lsf liiirls 
lor primaiy cdiK.iiion 

C'ONt ll'DINl. Rim ARKS 

While an increased allocation of lunds 
for cducption is necessary, it is more 
necessary at the present juncture to make 
the most efficient use of the resources 
already deployed for education, or other¬ 
wise available—but used unproductively— 
as in the case of the television network. 
The first requirement in this context is 
decentralisation, and passing on the 
responsibility for managing primary (and 
even upper primary) education to locally 
elected panchayats and municipal bodies. 
The second requirement is complementary 
to the first; there is need for the ‘con¬ 
vergence’ of related services, now handled 
by diverse agencies, to be entrusted to a 


single institution (like the Balwadi) which 
can be strengt hened, and the functioning 
of which can be supervised by the local 
authorities. Thirdly, there is need to 
deploy the television network already built 
up at considerable cost, for both the train¬ 
ing ol primary school teachers and the 
beaming of sun pic. iiiiercsting educational 
programmes devised by experts, who 
should make learning easy and interesting. 
These programmes should be beamed in 
different regional languages in different 
areas, for which the preparation of the re¬ 
quired ‘soltware’ should be given primacy 
of attention. Fourthly, there is need for 
fresh investment in physical infrastructure 
by way of better school buildings and bet¬ 
ter equipped schools, with emphasis on 
the education of women, of backward 
cla.sses like the scheduled castes and 
scheduled tribes 

Part of the additional funding required 
lor primarv education is likely to be pro¬ 
vided by the people themselves, as hap¬ 
pened when the mandal panchayats in 
Karnataka were empowered to take over 
the running of education and health ser¬ 
vices The prerequisite is the empowering 
ol I lie people. 

Part of the requited additional funding 
can also be loiind by saving on unproduc¬ 
tive expenditure on delence and ‘internal 
security’. In part, the required funds for 
universahsing piimary education can be 
found bv rethicine the subsidy on higher 

ciliKatioii 

I here IS need also to re-design the cur¬ 
ricula, the teaching and examination 
svsterns and the methods used lor higher 
education 1 he scaling up of fees for 
highei education—so as to reduce the sub¬ 
sidy thereon—with provision for ample 
scholaisliips lor the deserving (and needy) 
students, is a matter of some urgency. At 
the same lime. Ihc proliferation of private 
msiiiuiions ol liieher education which 
tiineiioii primarily as business enterprises 
and which keep churning out an increas¬ 
ing number of ‘unemployables’ in the 
country, needs to be prevented by putting 
a stop to the sy.stein of capitation fees and 
donations as a prerequisite to admission. 
This would, inter aha, also gradually 
eliminate the monopoly of the children of 
the elite in regard to access to higher 
education. 

In sum, while much of the reordering 
of education can be brought about with¬ 
out incrc.isinc the lotaliis ot funds cur¬ 
rently deployed for ‘social services’, it 
should be possible to increase the alloca¬ 
tion for education significantly, by cuts in 
unproductive government expenditure on 
defence and on internal security, as well 
as the imposition of austerity in govern¬ 
ment functioning. 
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COMMENTARY 

Financial Reforms and Rural 
Development 

N A Mujumdar 

The recommendations of the Narasimham Committee relating to 
the financing of the rural sector of the economy, if accepted and 
implemented, will disrupt rural growth and thereby the overall 
growth of the economy. 


THE country is passing through an 
unprecedented economic crisis and since 
mid-199i a series of measures, including 
the devaluation of the rupee in July 1991, 
were taken to face the crisis. Sweeping 
reforms like trade liberalisation, industrial 
decontrol and measures to attract foreign 
investment have been introduced. These 
are indeed far-reaching structural reforms 
which mark a complete departure from 
the basic approach to, and philosophy of, 
planning for development which we had 
adopted since 1951. These arc not ad hoc 
measures but form pan of the structural 
adjustment programme which is em¬ 
bodied in the Memorandum on Economic 
Policies submitted to the IMT in August 
1991.' 

These reforms in the real sectors of the 
economy would yield optimal results if 
they are accompanied by a parallel reform 
of the financial sector designed to enhance 
the efficiency of financial intermediation. 
In this sen.se, financial sector re'' a 
necessary concomitant of trai . j m 
du.strial liberalisation policy. The govern¬ 
ment of India therefore appointed in 
August 1991 “a High level Committee to 
examine all aspects relating to the struc¬ 
ture, organisation, functions and pro¬ 
cedures ol the financial system”. The 
committee, headed by M Narasimham, a 
former governor ol Reserve Bank of 
India, submitted its report in November 
1991.- 

Towards a Market-Oriented System 

The main strand of philosophy which 
runs through its major recommendations 
is summed up by the committee itself in 
the following sentence: “An efficient and 
market-oriented financial system could 
thus be regarded as a complement to 
market based decision-making in the real 
sector”. While there could be no two opi¬ 
nions on improving the efficiency of the 
financial system, on orienting the system 
to the market, as envisaged by the com¬ 
mittee, one would demur. 

Here 1 would confine myself to rural 
development and would seek to demonst¬ 
rate that the committee's recommenda¬ 


tions impinging on rural credit, if accepted 
and implemented in loto, would have a 
serious deleterous impact on agricultural 
and rural development. In these recom¬ 
mendations there is a built-in element of 
what one might call a 'shbek transition to 
a market economy’—a shock which will 
disrupt rural growth and, as a conse¬ 
quence, overall growth of the economy. As 
a by-product of this theme, I would also 
dwell on another shortcoming of the 
report. There is little evidence in the report 
to show that the committee made an at¬ 
tempt to relate the future course of finan¬ 
cial sector growth to the strategy of 
development envisaged in the Directional 
Paper, prepared by the Planning Commis¬ 
sion, on the Eighth Plan.> After all, the 
financial system is expected to subserve 
the real sector's growth. If the committee 
had done so, probably it would have look¬ 
ed at rural development in a macro-econo¬ 
mic perspective, in terms of rural-urban 
linkages, and in terms of the multi-agency 
approach to financing rural development. 
Understandably, the time at the disposal 
of the committee was so short that it 
could, at best, treat rural credit as an ap¬ 
pendage of commercial banks, and not in 
the context of the totality of its relation¬ 
ship with rural development. 

Rural areas, which contain about three- 
fourths of the country’s population, have, 
as compared to urban areas, much lower 
levels of per capita income and consump¬ 
tion, as also much poorer access to educa¬ 
tion, health, transport and other essential 
services. Emphasis on rural development 
is thus important in itself, but its impor¬ 
tance acquires a macro dimension if it is 
realised that it has implications for migra¬ 
tion to urban areas, for urban unemploy¬ 
ment and for all the problems associate 
with slum dwelling. Appreciating this im¬ 
portance, the Approach Paper to the 
Eighth Plan: 19^95, prepared in May 
1990, had proposed that “the proportion 
of development outlays on schemes bene¬ 
fiting the rural population must be signi¬ 
ficantly raised, the target being SO per 
cent”.^ In sharp contrast to this ap¬ 
proach. the financial reforms recemunend- 
ed by the Narasimham Committee would 


seem to result in a significant curtaUawnt 
in the magnitude of financial resoitfcn 
flowing to the rural sector. The pendulum 
has thus swung to the other extreme and 
it is necessary to spell out clearly the 
serious repercussions this would have on 
rural growth in the coming years. 

Three major recommendations of the 
Narasimham Committee which would 
have an adverse impact on the flow of 
resources to the rural sector need to be 
discussed in this context: reducing the 
share of priority sector in total credit, 
phasing out the concessional rates of in¬ 
terest applicable to priority sector lending, 
and segregation of rural branches of the 
national banks. 

(i) Share of Priority Sector 

First, the committee starts with the 
premise that directed credit programmes 
should be phased out; and as part of this 
phasing out process, the share of priority 
.sector in aggregate credit should be 
brought down from the present level of 40 
per cent to 10 per cent. Priority sector 
should be redefined to include only small 
and marginal farmers, the tiny sector of 
industry, small busincs.ses and transport 
operators, village and cottage industries, 
rural artisans and other weaker sections. 
The 10 per cent target is arrived at on the 
basis of the present share of the ledefined 
priority sector in aggregate credit. In other 
words, its relative share is frozen at the 
present level. 

So far as large and medium farmers and 
Other categories of borrowers, who would 
be precluded I rom the priority sector, arc 
concerned, the committee recommends 
that the Reserve Bank.and other refinan¬ 
cing agencies like NABARD should insti¬ 
tute a preferential refinance scheme under 
which incremental credit to these sectors 
would be eligible for preferential 
refinance. 

There are at least three reasons why this 
recommendation does not de.serve to be 
accepted. First, such abrupt disruption in 
the flow of commercial bank credit to the 
large and medium farmers would impair 
agricultural growth. It should be remem¬ 
bered that, though numerically small, in 
terms of its relative contribution to total 
output, it is this category of farmers which 
accounts for the bulk of total output. 
Availability of an adequate quantum of 
wage goods is a prerequisite of maintain¬ 
ing and sustaining price stability; and 
therefore any measure w'hich is likely to 
snap the present linkages between credit 
and output should be shunned. In fact 
even at present we are planning to import 
one million tonnes of wheat and if such 
disruption in the flow of credit is permit¬ 
ted, dependence on imports may l^ome, 
as in the 1960s, a regular feature of the 
Indian economic scenaria According to 
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the Directional Riper on the Eighth Plan, 
“The strategy for agricultural develop 
ment in the Eighth Plan must aim at not' 
only achieving self-sufficiency in food but 
also generating surpluses of sifeciric 

agricultural commcxiities for export_ 

Agriculture and allied activities on which 
two-thirds of the workforce are still 
dependent must continue to receive a ma¬ 
jor emphasis in our planning effort” Dik¬ 
ing the totality of the Narasimham Com¬ 
mittee’s recommendations, it is clear that 
they reveal an inadequate appreciation of 
the critical role that the agricultural sector 
will continue to play in future in Indian 
economic growth. 

Secondly, it is difficult to understand 
how the committee would reconcile the 
massive refinance by Reserve Bank for the 
purpose of providing incremental credit 
to large and medium farmers with the 
“overhang of liquidity”—a theme which 
the Reserve Bank keeps harping on year 
after year. Any injection of created or 
primary money into the economy is fraught 
with the danger of exacerbating infla¬ 
tionary pressures and hence needs to be 
scrupulously avoided, especially at a time 
when the rate of inflation is around 13 per 
cent. 

The third reason relates to a more basic 
issue: there is nothing wrong with directed 
credit perse, notwithstanding the predilec¬ 
tions of IMF and the World Bank. The 
ills of the public sector banks cannot be 
totally attributed to priority sector lend¬ 
ing. In fact there is sufficient empirical 
evidence to show that intervention policie.s 
in the financial sector have played an im¬ 
portant role in some ‘success stories’: for 
instance, the Republic of Korea did not 
leave interest rates entirely to market 
forces, allocated credit directly and dil- 
fcrentiated the cost of finance among dif¬ 
ferent sectors and activities. In Japan also 
the regulated financial system made an 
important contribution to indu.strial ex¬ 
pansion. A recent UNCTAD report sums 
up the experience in the following words. 
“The experience in this respect is clear: 
while there have been many ‘failures’ 
associated with interventionist financial 
policy, the only modern examples of in- 
.dustrialisation based on purely market- 
oriented financial policies are a couple of 
‘city states’. 

Finally, if the objective is to reduce the 
share of commercial bank credit in finan¬ 
cing large and medium farmers, there is 
a smoother way of achieving it. On the 
analogy of the Ikndon/Chore Committee 
norms which are applied to corporate sec¬ 
tor borrowers, it is possible to evolve a 
'norm of owned resources’ for large and 
medium farmers, particularly in the 
agriculturally affluent areas like the 
Punjab-Haryana-western UP regions. By 
increasing the owned resources compo¬ 
nent, over the years, it would be possible 
to release a part of the resources which 


could be deployed in the less developed 
regions or among small farmers.* Such a 
course would ensure a smoother switch of 
resources, without disrupting abruptly the 
production process. 

(ii) Concessional Interest Rates 

The committee believes that interest 
“rates will have to be allowed broadly to 
be determined by market forces” and 
hence recommends that the concessional 
rates of interest of priority sector loans of 
small sizes should be phased out. 

Even as it is, the small borrower, be he 
a small farmer or an artisan, has to bear 
an interest rate of 11.5 per cent. The ques¬ 
tion is: What is the market<‘determined in¬ 
terest rate? That a mechani.stic adherence 
to market theology could lead to disast¬ 
rous consequences was painfully realised 
by Reserve Bank recently. In October IWI 
the Reserve Bank raised the rntnnnutn 
lending rate of banks to 20 per cent. Since 
the prescribed rate was the floor rate, 
banks were free to charge as much as they 
liked to all borrowers of more than Rs 2 
lakh. In practice therefore banks began to 
charge anywhere between 25 and 30 per 
cent—rates which would make even the 
much-maligned Indian moneylender 
blush!^ Large and medium industries, let 
alone the small-scale sector, groaned 
under the interest burden. It took about 
three months for wisdom to dawn on the 
Reserve Bank and the governor admonish¬ 
ed, in mid-February 1992, bunks lor 
charging usurious interest rates. Due's 
sympathies lie, however, with banks which 
apparently sought to follow literally the 
philosophy of market forces. 

This unhappy episode in the drama ol 
propelling the financial sector by the so- 
called market forces illustrates concretely 
how unwise it would be to accept the 
Narasimham Committee’s recommenda¬ 
tion of removing the concessionality ele¬ 
ment in interest rates. No activity in the 
rural sector, whether agricultural or non- 
agricultural, would be viable at 30 or 35 
per cent interest rate. If it were so, one 
could argue that moneylenders would 
have developed the rural sector long ago! 

(iii) Segregation of Rural banking 

The committee believes that it would be 
advantageous for banks to segregate the 
operations of their rural branches, through 
the formation of one or more subsidiaries. 
Such subsidiaries should be treated on par 
with Regional Rural Banks (RRBs) in 
regard to cash reserve and statutory li¬ 
quidity requirements. RRBs could, on a 
voluntary basis, merge with sponsor 
banks’ rural banking subsidiaries. Some 
rationalisation of the structure of rural 
banking subsidiaries is possible by swap¬ 
ping of branches among banks; the sub¬ 
sidiaries would thus be cost-effective. This 
factor, coupled with the phasing out of 
concessional lending to priority sectors. 


the committee hopes, would eventually 
render the subsidiaries viable. 

This is a retrograde recommendation, 
in that it seeks to perpetuate the rural- 
urban dichotomy. Accepting the recom¬ 
mendation would in effect mean the crea¬ 
tion of a category of ‘second class bankers’ 
serving the subsidiaries. What is really 
needed is cross-fertilisation of ideas, 
technology, skills and banking procedures 
and practices between rural and urban sec¬ 
tors. The Directional Paper on the Eighth 
Plan envisages diversification and ac¬ 
celeration of agro-based rural activities 
like sericulture, fish farming, poultry, 
animal husbandry and silvipasture systems. 
Furthermore, in terms of science and 
technology, the paper stipulates en¬ 
couragement of research and innovation 
in the tools and techniques of traditional 
occupations (agriculture and lural artisan 
ship) and inducing their widespread 
adaptation. 

What better vehicle could there be to 
facilitate such interchange of information, 
technology and skills than the national 
banks which straddle both rural and 
urban sectors? 

Rurai /Urban ni xiis 

This brings us to what might be called 
the macro-dimensions of rural develop¬ 
ment. It has become imperative to impart 
a new orientation to the development 
strategies in the 1990s, because of the 
frustration with the development experi¬ 
ence. For instance, even when it has been 
possible to sustain real national income 
growth at a high level of 5.5 per cent per 
annum in the 198Us, the increase in 
employment has been negligible, with all 
Its consequent implications for poverty 
and the backlog of unemployment. View¬ 
ed from this perspective, it is obvious that 
the generation of employment should 
become the centre-piece of development 
strategy for the 199<)s. Moreover, it should 
be .strc.s.sed that the implications of 
massive unemployment and large-scale 
poverty tar transcend purely economic 
parameters. As Gamani C orea has warned: 
“The developing countries are not static 
societies that need only to be lifted out of 
poverty. There is a strong social dynamic 
at work in these countries, a dynamic that 
is being driven by population growth, 
education, and the impact of communica¬ 
tion and the media. The poor are no 
longer as patient and passive as they were 
some decades ago: today, the young 
population, whose aspirations are rudely 
thwarted, are easily roused to anger”. Fur¬ 
ther, without a significant expansion in 
employment and a reduaion in poverty 
in the immediate run, government perhaps 
“would have to be preoccupied with crisis 
management as the very 'governability* of 
their societies comes into question”.* The 
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relevance of these remarks to coniem- 
porary India cannot be missed. 

The Directional Paper has therefore set 
before itself, as a first order priorUy, the 
following objective: “generating adequate 
employment to achieve near full employ¬ 
ment level by the turn of the century”. TTje 
creation of a social security net through 
employment generation, improved health 
care, and provision of extensive education 
facilities throughout the country is thus 
envisaged. 

Policies designed to create employment 
will have to range over both urban and 
rural areas, indeed one could consider 
urban poverty to be an outgrowth of rural 
poverty in that it is the lack of access to 
employment, income and the constituents 
of the minimum needs in the village that 
leads to migration to the town in the hope 
of securing employment, in view of the 
perceived concentration of incomes and 
invesimeiit in such urban centres. In other 
words, both ‘rural push’ and ‘urban pull’ 
effects are involved here. Thus if rural 
development is effectively promoted, it 
would not only tackle rural unemploy¬ 
ment and underemployment, but it would 
also have a salutary impact on urban 
unemployment and a host of other atten¬ 
dant problems of urban migration like 
slums, unhygienic living conditions, etc. 
This complementarity between employ¬ 
ment in the urban and rural areas should 
be clearly recognised. 

There arc many more avenues of 
employment in the infoinial sector in the 
rural economy than the central plannei 
usually thinks ot: apart from the tradi¬ 
tional village occupations like those of the 
cobbler, the weaver, the tailoi oi the 
carpenter, there are the rclulivciy modern 
vocations like servicing and maintenance 
of electric pumps and cngine.s, of cow- 
dung gas plants, repairs of bicycles, two- 
wheelers and tractors, and so on. More 
recently, rural maikets have attracted a 
good deal of attention of the bigger cor¬ 
porations. Penetration of rural markets in¬ 
volves generation of a wide variety of jobs 
in the rural sector, involving somewhat 
different skills and training. 

In the hieraichy of priorities on the 
' agenda for creating a supportive environ¬ 
ment for growth ol the informal sector, 
institutional credit occupies a pre-eminent 
position. Inaccessibility of institutional 
credit to the informal .sector is among the 
more importani impediments to its growth 
and development .Shortage of affor¬ 
dable credit inhibits growth of many 
segments of the intormal sector. While 
public sector banks have done a commen¬ 
dable job of reaching out to farmers, both 
big and small, they have hardly touched 
the fringe of the informal sector. Urban 
co-operative banks have made some pro¬ 
gress but their performance is rather 
patchy. Thys there is an urgent need to 
reorient government and banking policies 
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to meet the credit requirements of micro- 
businesses and development of commer¬ 
cially viable credit programmes for dif¬ 
ferent segments of the informal sector. If 
necessary, new institutions need to be 
forged to meet the special needs of the 
informal sector. 

CONCUJStON 

On the whole, the Narasimham Com¬ 
mittee appears to recommend, for the 
financial sector, a shock transition to a 
market economy. Confining the analysis 
to tho.se recommendations which impinge 
on financing the rural sector, I have 
sought to show that if these recommen¬ 
dations are accepted they would disrupt 
rural growth and thereby overall growth 
of the economy. 

In fact, the basic premi.se that directed 
credit is inefficient and leads to financial 
repicssioii, on which these recoiiimenda- 
tions appear to have been built, needs to 
be questioned. Notwithstanding the pre¬ 
dilections of IMF/World Bank, there is 
enough empirical experience to prove that 
interventionist policies in the financial sec¬ 
tor have played a useful role at some stage 
of the development of certain countries. 
It may be convenient for IMF/Wbrld 
Bank to suffer from selective amnesia but 
there is no reason why it should be con¬ 
tagious. So long as one-fourth of India's 
population remains below the poverty 
line, and so long as unemployment and 
underemploymcni on an alarming scale 
continue to haunt the economy, directed 
credit and >.onccssional lending should 
continue to form an important ingredient 
of macro financial policy. We seem to have 
temporarily suffered a collective loss of 
nerve following the collapse of centrally 
planned economies. The .sooner we 
recover, the belter it would be for the 
economy. 

The Narasimham Committee itself has 
recognised that during the last two 
decades or so. since the nationalisation of 
commercial banks m 1969, how well the 
slate and Reserve Bank directed financial 
policies have enabled banks to support 
broad-based growth, mobilise larger 
resources, integrate the rural population 
into the financial mainstream, and pro¬ 
vide increased access to credit to small 
industries, small farmers and the weaker 
sections of society. Admittedly, there is the 
need to remove rigidities in the existing 
regulatory framework, simplify financial 
controls, streamline procedures, and grant 
greater autonomy to banks and other in¬ 
stitutions."* But to totally dismantle the 
regulatory framework would be tanta¬ 
mount to throwing away the baby with the 
bath-water. Our limited experience has 
also demonstrated how dangerous it 
would be to adhere mechanistically to the 
market theology. 

In fact if the Narasimham Committee 
had sufficient time it would have attemp¬ 


ted to relate the future growth of the 
financial system to the type of growth in 
the real sectors, as envisaged in the Eighth 
Plan—decentralised and broad-based 
growth, growth centred on employment 
and expansion of the informal sector, and 
involvement of voluntary agencies in the 
promotion of growth. This involves an in- 
deplh study of the rural credit system 
which would best support rural develop¬ 
ment. Rural development is as important 
as industrial growth or export growth, but 
as a subjea it is far less glamorous than 
the other two. especially in the current 
euphoria about the market theology. For 
instance, not much attention is paid to co¬ 
operative banks or co-operative credit 
institutions—which seem to fit admirably 
into the new framework of growth. 
Although the co-operative spirit has 
dimmed in recent years it seems wor¬ 
thwhile to explore whether these institu¬ 
tions could be resuscitated and made to 
play an important role in rural develop¬ 
ment. Debureaucratisation and 
depoliticisation of the co-operative struc¬ 
ture are relevant issues in this context. 
Similarly, if there is a need to forge new 
institutions specially designed to serve 
rural development, like the proposal for 
‘satellite banking’ or a separate bank for 
the tiny sector, these also need to be fully 
examined. Thus adequate provision of 
rural finance is so critical for future 
growth that it is not too late to set up a 
committee to look into these and related 
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Threat of Mega Projects 

Struggle of Two Himalayan Villages 

Miikul 

Papriana and Jamak are two villages in the Garhwal region which 
have suffered from the combined impact of mega projects and 
natural disasters. This despite people’s awareness about the 
potential risks and their protests against these developments. 


IN the Garhwal region of Uttar Pradesh, 
Papriana and Jamak villages of Chamoii 
and Uttarkashi districts respectively, are 
trying to raise their voice against the kind 
of ‘development* policies being pursued 
in this geographically fragile and sensitive 
Himalayan region. Although Papriana 
and Jamak are very far off from each 
other, their fate is the same today. 
Papriana was almost fully destroyed in the 
massive landslide in August last and 
Jamak totally wiped out in the devastating 
earthquake in October, l.andslide and 
earthquake affected many places in these 
districts, but these two villages were 
among the worst. Both had been, for 
many years conscious of the dangers of 
being ruined in the wake of the so-called 
natural disasters. However their voices was 
ignored and suppressed time and again. 

What happened to Papriana and Jamak 
IS crucial to an understanding of the rela¬ 
tionship between natural calamities, 
development policies and their devastating 
impact on the local people. Now when the 
Tehii dam controversy and the movement 
against It have once again surfaced strong¬ 
ly after the earthquake, the experiences of 
these two villages of the Himalayan region 
offer important lessons. 

The entire Himalayan zone is geo- 
dynamically very sensitive, which is 
reflected in its seismicity and unstability. 
Many of the faults and thrusts of the 
Himalayas have given rise to earthquakes, 
some of them of very high magnitude. 
According to the famous geologist K S 
Valdiya, “the much-faulted central sector 
of the Himalayan are—Himachal, 
Garhwal and Kumaon—have remained 
seismically quiet for quite some time (20 
years) with regard to higher magnitude 
earthquakes. In other words, this region 
is a .seismic gap which has not been rup¬ 
tured by big earthquakes for a long time. 
The stresses are progressively building up 
inside, as this segment is being strongly 
pressed and prodded by the fault-lined 
Aravali ridge of the northward-drifting 
Indian sub-continent. The Uttarkashi- 
Tehri region lying directly in the line of 
this ridge is, therefore, in a critically stres¬ 


sed condition!’ 

It is also signincant that the knowledge 
of geotechnical conditions of this region 
is rather new and there are a larger 
number of uncertain and unknown fac¬ 
tors associated with any kind of construc¬ 
tion activity in this region. In spite of this, 
a vast majorit> of hydel or other big pro¬ 
jects (more than 200) that have been built 
or are being constructed or planned, 
happen to be located not far from this 
uncertain zone of Himalayas. It is, 
therefore, quite natural to be apprehensive 
about the safety of the structures (dams, 
tunnels, bridges, buildings) and their im¬ 
pact on the people of the region, who 
would be threatened with earthquake, 
landslide, land erosion—natural or con¬ 
struction induced. 

Papriana 

Papriana village is situated in the 
Daslioli block of Chamoii district, just a 
kilometre away from the district head¬ 
quarter at Gopeshwar. The Chipko acti¬ 
vist, Chandi Prasad Bhatt, and his 
Dasholi Gram Swarajya Mandal are also 
based in Gopeshwar. Papriana is also one 
of the many ‘Chipko’ villages where issues 
of forest rights, forest conservation are 
very much alive and the Mahila Mangal 
Dal has been active 

In fact, Papriana is an old village, where 
more than 70 families live, primarily 
engaged in agricultural works. When 
Gopeshwar was made the district head¬ 
quarter after 1970, the city area was 
notified, the adjoining four gram sabhas 
were dissolved and in this process. 
Papriana was also included in the notified 
municipal area. However, in spite of being 
a part of the city area, Papriana has seen 
no positive developments. None of the 
basic facilities like water, electricity, road 
have been provided in this village. 
Villagers showed us with deep anguish 
and anger the pipelines which were instal¬ 
led for drinking water supply many years 
before, but which have never received any 
water, electricity poles and wires have also 
been installed but there is no electricity 


in the village. However, the district ad¬ 
ministration has imposed a water and 
electricity tax on the villagers. When the 
villagers refused to pay these taxes, they 
were declared ‘defaulters’ by the local 
administration. 

On the other hand, Papriana showed a 
remarkable degree of initiative and 
courage in the management of its forest 
resources Fodder and fuel wood was e.x- tr 
tremely meagre in the surrounding areas 
of the village. Women especially have to 
pay the price for it by spending six to 
eight, even 10 hours everyday to collect 
fodder and fuciwood from far-off places. 

The Chipko movement and Chandi 
Prasad Bhatt started a new phase in the 
village. A Mahila Mangal Dal was form¬ 
ed in 1979 and they took the charge of the 
afforestation of the surrounding bairen 
land of the village on their own. They lor- 
inulated and implemented strong rules tor 
the conservation of forests. They planted 
and have nourished the forests for the last 
10 years. And now they are in a position 
to fulfil their needs of fodder and 
fuciwood for six months all within the 
village. 

But the development of Gopesliwai 
town started having disast rous repercus¬ 
sions on Papriana. Many link roads, 
bridges, etc, were constructed. In I97.S-76 
‘nallas’ were constructed in Gopeshwar 
town to drseha rge sewage waste water, as 
the population of the town and the use 
ol water had ineieased manifold during 
these years. But this arrangement was very 
inadequate. In 1987-88, the district ad¬ 
ministration also constructed a ‘cement 
nalla' to channelise the flow of waste and 
sewage in Gopeshwar town. But all these 
arrangements were such that all the 
sewage water of the town flowed straight 
into Papriana village and its agricultural 
land. The constant flow of this large 
volume of water has created the problem 
of land erosion and waterlogging in the 
village. Since the ground water level of 
Papriana and surrounding areas was 
always very high, this problem became 
acute. During the rainy season, the flow 
of nalla water became even more 
dangerous and many houses of the village 
were damaged partially or fully during 
these years. 

Villagers said that since 1979, they have 
been complaining about this problem and 
have demanded its solution at various 
levels. The villagers, Mahila Mangal Dal 
and Chandi Prasad Bhatt raised this issue 
at various levels—from the DM to the 
chief minister. Their demand was very 
simple, i e, that the flow of sewage water 
from Gopeshwar town should not be 
allowed to destroy a village of Gopeshwar 
and It should be channelised through 
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some proper system. Villagers also sug¬ 
gested some alternative systems of 
sewerage 

In the 1981 monsoon, the nalla water 
created havoc in Papriana and many 
houses were destroyed and vast areas of 
agricultural land were affected by land 
erosion. Then the DM had taken note of 
this situation and ordered the public 
works department to construct a sewage 
system to save Papriana village. But the 
executive engineer and PWD had asked 
Rs 1.53 lakh from the DM to construa the 
sewage system. This contentious issue 
never got solved and Papriana continued 
to be ruined by the unwanted flow of 
water. 

The landslide and rain in August 1991 
was the final blow to Papriana village. 
Dozens of houses and vast areas of 
agricultural land were completely 
destroyed, especially those which had been 
constantly affected by land erosion, 
waterlogging and water flow. In fact in the 
Gopeshwar region, Papriana was the 
worst affected by the landslide. Papriana 
has paid the price for the development of 
Gopeshwar town and its population. 
Villagers are unanimous in their opinion 
and it is also widely accepted in the area 
that it is not the landslide but the cons¬ 
tant, unmanaged flow of .sewage which is 
fundamentally responsible for the disa.ster. 

jAMAk 

In Uttarkashi district, Jamak village, 
with a population of nearly 400 people, 
is situated at the hill top adjacent to the 
Maneri barrage. This barrage was com¬ 
pleted some years ago and from this 
village, a tunnel passes carrying 
Bhagirathi water from Maneri barrage to 
Uttarkashi town for power generation. As 
a result of the October 1991 earthquake, 
the entire village was ra/cd to the ground 
and more than 72 people died and 2(K> 
cattle perished. In fact, Jamak and its sur¬ 
rounding villages, like Maneri. Kasad, 
Didsari, etc, arc the worst affected villages 
in the whole region. In an area surcharg¬ 
ed with the Tehri dam controversy and 
anti-dam agitation launched by the well 
known environmentalist Sunder Lai 
Bahuguna, Jamak and other villages are 
illustrative of the impact of hydcl and 
multipurpose big projects on surrounding 
areas and local population. In this con¬ 
text. it is also significant that in a seismic 
zone, the impact of earthquake in the long 
run is closely related to the ongoing con¬ 
struction works of dams, barrages, tun¬ 
nels, blasting and other ‘developmental’ 
activities. The disastrous impact of 
natural earthquake increases manifold by 
the constant weakening and wrecking of 


the hills. 

Jamak and other villages are surround¬ 
ed by two big hydro power projects, i e. 
Maneri Bhali Hydro Power Project, Phase 
I and Maneri Bhali Hydro Power Project, 
Phase II. According to the official docu¬ 
ment, in Maneri Bhali Hydro Power Pro¬ 
ject, Phase 1, a 39 m high and 127 m long 
concrete gravity dam has been constructed 
on the Bhagirathi river near Maneri. Its 
reservoir has maximum water level 
1,294.50 m, minimum 1,286.50 m and 
tunnel is 8,631 m long and the Maneri 
Bhali Hydro Power Project, Phase II pro¬ 
poses to build a barrage and power house 
on Bhagirathi river in which the main 
tunnel is to be 12 km to 16 km long. 

When we reached Maneri village in 
February 1992, 15 km away from 
Uttarkashi. we found that the villagers 
were living on open ground near the 
village. After the earthquake, the villagers 
had no alternative place to live and nor 
did they want to live in the old place. Like 
Papriana. the people of Maneri also knew 
of their tragic fate. They also raised their 
demand to shift the village or to stop the 
disastrous practice of weakening the base, 
houses and surrounding areas ot the 
village. Villagers showed us many 
documents showing how when Maneri 
Bhali Hydro Project, Phu.se I was propos¬ 
ed and the construction work started, they 
had complained about the possible 
dangers of continuous blasting, digging 
and other mega construction activities. 
Tunnel construction was the most 
dangerous thing for villageis and they 
organised many prote.st actions against it 
But no precautionary action was taken by 
the project authoritie.s. According to 
villagers, a survey had once been con¬ 
ducted by a ‘lehsildar’ to assess the 
damages on the village by blasting and 
other construction activities, but nothing 
came out of that. Due to blasting and 
tunnel con.struction, cracks developed in 
most of the houses of Jamak village. 

The area and its soil was greatly 
weakened and land erosion started. And 


when the eardmuake occurred, Jamak, 
Maneri, Kaur, Disdari were bound to be 
ruined. This is the condition of more than 
a dozen villages which are near the Maneri 
Bhali Project, Phase I. These villagers ask 
only one question, which is never going 
to be answered by the project authorities: 
if the earthquake and its impact is 
‘naturar, then why are the villages near 
the Maneri project the worst affected? 

Though the incidents of Papriana and 
Jamak are not connected events they are 
the direct result of similar kind of con¬ 
struction and developiiKnt activities going 
on in the Garhwai region. Had it not been 
for the big nallas, the huge volumes of 
waste water, land erosion and waterlog¬ 
ging, Papriana could have been certainly 
saved; likewise if the severe and con¬ 
tinuous blasting, construction of tunnels 
and big buildings, etc, had been avoided, 
Jamak and other villages would not have 
faced this kind of destructive impact of 
the earthquake. Papriana and Jamak 
show the kind of construction of so-called 
‘developmental’ activities going on in the 
Garhwai region, for which a heavy price 
is paid by the nearby villagers. These 
villages and their saga also provide ample 
lessons for the ongoing and controversial 
projects in the Garhwai region. 

Now Papriana and Jamak are symbols 
of protest in Chamoli and Uttarkashi 
districts of Garhwai region. Papriana is 
agitating against distorted town develop¬ 
ment and demanding proper compensa¬ 
tion under the leadership of Mahila 
Mangal Dal and Chandi Prasad Bhatt. 
1 hey have also filed a public interest litiga¬ 
tion in the Supreme Court regarding this. 
Jamak is not ready to accept the blasting 
and other construction activities so close 
by; it also wants an alternative site. They 
have realised t he threat that mega projects 
pose to the Himalayan region and have 
joined the movement launched by 
Sunderlal Bahuguna against Tehri dam, 
though they are not directly affected by 
this dam. 
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Legal Setback for Contract Labour 

GurUr %ngli 

A tecent Supreme Court judgment has come as a major setback 
in the fight for the expansion of the rights of contract labour. 


THE law protecting contraa labour is 
weak as it is. However, the latest Supreme 
Court judgment, on the legal controversy 
surrounding the lower courts’ intervention 
in declaring contract workers to be 
‘permanent’ employees of the principal 
employer, is a big setback in the Tight for 
the expansion of the rights of contract 
labour. 

The principal law governing the rights 
of contract labour is the Comract Labour 
(Regulation and Abolition) Act. 1970. In 
defining the objects of the Act, the 
Supreme Court had in the 1974 Gammon 
India case said; "The Act was passed to 
prevent the exploitation of contract labour 
and also to introduce better conditions of 
work. The Act provides for regulation and 
abolition of contract labour. The under¬ 
lying policy of the Act is to abolish con¬ 
tract labour, wherever possible and prac¬ 
ticable, and where it cannot be abolished 
altogether, the policy of the Act is that the 
workihg conditions of the contract labour 
should be so regulated as to ensure pay 
ment of wages and provision of essential 
amenities.. 

In fact, a perusal of the Act will reveal 
that it is more concerned with ‘regulation* 
rather than ‘abolition’ of contract labour. 
Only one small section—Section 10—of 
the act deals with the abolition of contract 
labour. The rest of the Act deals with 
‘regulation’. Under Section 10, the govern¬ 
ment can, in consultation with the central 
or state advisory board, prohibit employ¬ 
ment of contract labour in industrial 
establishments where the ‘contract’ work 
is found to be of a perennial nature and 
where it is found that identical work is 
performed by regular workmen. 

The past two decades have shown that 
the government has hardly ever invoked 
this section; and that the main recommen¬ 
ding authority for proposing cases for 
abolition—the advisory boards—has been 
treated with such casualness that in most 
states It has not even been constituted let 
alone asked to hold regular sittings. Un¬ 
fortunately, the judiciary, instead of step¬ 
ping in to fill the void, has preferred to 
take a technical and narrow interpretation 
and. in the Vegoils case in 1972, the 
Supreme Court held that it is the govern¬ 
ment which is responsible for prohibiting 
contract labour, and industrial tribunals 


have no jurisdiction to abolish contract 
labour by passing ‘awards’ to that effect. 

Despite the above, some progress under 
the Act was made when contract labour 
unions sought to tear the facade of bogus 
contractors, who were nothing but inter¬ 
mediaries set up by the companies 
themselves to farm out regular work to 
contract workers, and thereby avoid the 
liabilities of permanent workmen. Under 
the detailed provisions of ‘regulation’ of 
contract labour, the principal employer is 
required to register his establishment, 
under Section 7 ol the Act, if contract 
labour is to be employed. Similarly, under 
Section 12 of the Act, only licensed con¬ 
tractors can be engaged for the execution 
of contract work. The obvious intention 
of these provisions is to enable the govern 
ment to closely monitor the employment 
of contract laboui and to prevent its 
exploitation. 

In intcrpreiing these sections, the 
Gujarat High Court in the I ood Corpora¬ 
tion of India uorkers' case and the 
Madras High Court in the Best and 
Crompton case took the view that m the 
case ol non-conipliance of the above 
regulations, contract workers would be 
deemed to be workers of the main or prin¬ 
cipal employer. The Ciujarat High Court 
held, " .that during the period when the 
two conditions of obtaining registration 
under Section 7 by the principal employer 
and ol holding licence by the contractor 
arc not complied with, and the workmen 
arc employed by the contractor, the 
workmen can claim to be direct employees 
of the principal employer;’ 

However, the Punjab and Haryana 
High Court and the Kerala High Court 
took a different view of the matter. They 
held that if the two conditions of the prin¬ 
cipal employer holding a certificate of 
registration and the contractor being a 
licensed one are nut satisfied, the only 
consequence is prosecution of the contrac¬ 
tor and principal employer by invoking 
the penal provisions oflthe Act, and there 
is no scope for the contract workers to 
become direct employees of the principal 
mployer. It is the appeal against the 
Punjab and Haryana High Court judg¬ 
ment in the Dena Nath and Others vs 
National Fertilisers and Others that the 


Supreme Coun was called upon to decide 
between the two sets of interpretations of 
the different high courts. 

Many an industrial tribunal used the 
Best and Crompton or the Gujarat High 
Court FCl case to abolish contract labour 
in various establishments, and confirm the 
unprotected workmen as ‘permanent’ 
employees of the main employer. These 
legal gains have now been reversed by the 
Supreme Court. It has now held that 
“neither the Act nor the Rules framed by- 
the Central Government or by any ap¬ 
propriate government provide that upon 
abolition of contract labour, the said 
labour would be directly absorbed by the 
principal employer”. The implication of 
this interpretation is that even if the 
government decides to abolish or prohibit 
employment of contract labour in an in¬ 
dustrial establishment under Section 10 of 
the Act, there is no compulsion on the 
employer to absorb the contract workers 
as ‘permanent' employees whose contract 
jobs have been ‘abolished’. 

Furthermore, the Supreme Court has 
held that; “It is not for the High Court 
to inquire into the question and decide 
whether the employment of contract 
labour in any process', operation or in any 
other work in any establishment should 
be abolished or not. It is a matter for the 
decision of the government after consider¬ 
ing the matter, as required to be con¬ 
sidered, under Section 10 of the Act” 
Besides narrowing the scope of judicial 
review, the Supreme Court confirms the 
Kerala High Court view that "the only 
con.scquence provided in the Act where 
cither the principal employer or the labour 
contractor violates the provisions of 
Sections 7 and 12 respectively, is the penal 
provision.. " and goes on to say 
“.. .merely because the contractor or the 
employer had violated any provision of 
the Act or the rules, the court could not 
issue any mandamus for deeming the con¬ 
tract labour as having become employees 
of the principal employer”. 

The effect of this judgment is far- 
reaching. Neither can the judiciary inter¬ 
vene to ‘abolish’ contract labour in 
industrial establishments; nor can a set of 
contract workers seek protection under the 
Contract Act for the purpose of becoming 
permanent workers in the jobs they were 
engaged in on ‘contra^’. As for the penal 
provisions that can be invoked against 
erring contractors and employers under 
the Act. the maximum punishment is im¬ 
prisonment for three months or'Rs 1,000 
or both. Little hope for deterring 
violators! 
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ITS NOT EASY GETTING TO 
GEORGE BUSH, GORBACHEV, SADDAM HUSSEIN. 
BUT HE DOES. EVERYDAY. 


r 


He’s there where the 
action is. He rubs shoulders 
with leaders. Braves the 
floods. Fights for peoples’ 
rights. Helps keep democracy 
alive. He risks his life when 
he exposes a mafia don. But 
he does ail this, so that he 
can leave the world at our 
doorstep. F.very morning. 
And yet, we forget him the 
minute wc finish reading the 
newspaper. It isn’t easy being 
a journalist. 

Hindustan Lever 
respects the communication 
skills of the Indian journalist. 
Being a marketing company, 
we know how important it 
is to be able to communicate 
effectively. We, too, have to 
be at the right place at the 


right time. We realise how 
difficult it is to establish links 
with such a heterogenous 
people, since we market a 
wide range of products that 
have to permeate through to 
the remotest areas of the 



country. Today, some of our 
brands like Sunlight, Wheel, 
( lose-up. Sunsilk, Rin, Surf 
and Lux arc part of everyday 
life. In millions of homes. 
Lifebuoy, for example, is 
used in 40”o of all homes 
using soap. We’ve achieved 
this with a special rural 
communication package that 


reaches half the rural 
population, speaking 14 
languages. 

As we build brands 
and venture into new 
businesses, we keep 
discovering the enormous 
wealth of India’s intellect. 
It has helped us meet every 
challenge. And motivated our 
growth plans. We know we 
can set our sights far. To 
a future where India will 
be playing a dynamic role 
in the emerging world 
economy. We'II be proud to 
help her reach that goal. For 
we believe that if you have 
a dream and the determination, 
India will take you there. 
We have seen it happen. 
For 60 years. 


India can. 


India did. 


India tiill. 




Developmeiil and Underdevelopment 
in Bengal 

Castes, Communities and the State 

WlUem van Schendel 
Abh^it Oaagupta 


Bengali culture, movements among various communities such as 
the Namasudras, Rajbangsis, Santals, the identity of Bengali 
Muslims, state development policies and the effects of industrial 
stagnation were among the themes examined at the national 
seminar on Development and Underdevelopment in Bengal. 


A SEMINAR on ‘Developtneni and 
Underdevelopment in Bengal: Castes, 
Communities and the State' was held in 
Calcutta between December W and 21, 
1991. The seminar was sponsored by the 
Indian Council of Social Science Resrarch 
under its Indo-Dutch Programme on 
Alternatives in Development (IDPAD). 
Railicipants from Bangladesh, India, the 
United Kingdom, Canada and the 
Netherlands presented papers oh colonial 
and post-colonial Bengal. The themes in- 
ciutM movements among various com¬ 
munities (e g, Namasudras. Rajbangsis, 
Santals, Chittagong Hills people), the 
identity of Bengali Muslims, state 
development policies (e g, legislation and 
land relations, land reforms), and the ef¬ 
fects of industrial stagnation on jute 
labourers. 

In his opening remarks, Amiya Bagchi 
dealt with the question of ‘Bengali iden¬ 
tity*. He commented on several socio¬ 
cultural attributes which helped to form 
that identity, and the importance of 
reaiseuing it. He also pointed to the need 
for studying the implications of develop¬ 
ment policies for castes and communities 
in Wnt Bengal and Bangladesh. Ram- 
krishna Mukherjee’s keynote address 
focused on the development process. He 
aigued that it could be conceived as a 
unilateral course of change from latent to 
manifest, and as an instrument for the 
removal of binary possibilities of under¬ 
growth and overgrowth. He distinguished 
and interrelated the concepts of ‘growth’ 
and development’. According to Mukher- 
Jec; the issue of development is distinct 
from, but sequentially related to, the issue 
of growth. As both are concerned with 
human society, they are aptly called ‘social 
development’ and ‘social growth’; but 
these two labels should not be us^ to 
tieat social development and social growth 
as complemenury to economic develop¬ 
ment -i^ economic growth. Economy, 
polity, demography, culture, etc, provide 
the parameters of social development and 
social growth; but none of them can be 
Bolated as a sufficient condition for 
development of growth. 

M2 


In the first two sesMons during the first 
day, seven papers were presented on some 
aspects of development aiu) underdevelop¬ 
ment in Bengal. Iksleem Siakur examin^ 
socio-economic factors affecting develop¬ 
ment in Bangladesh. He emphasised the 
need for comparative studies on develop¬ 
ment in East Pakistan and Bangladesh in 
the context of long-term develooment pro¬ 
cesses in different historical periods, e g, 
the ancient, Mughal. British. PskisUni 
and post-1971 period. Mahbub Ahmed 
presented a paper on development pro¬ 
blems in contemporary Bangladesh, con¬ 
centrating on the question of class con¬ 
sciousness. Arjan cte Haan discussed some 
aspects of development and underdevelop¬ 
ment with reference to the Bengal jute in¬ 
dustry and its labour force since the 1920s. 
He drew attention to the major role of 
state policies in shaping labour relations 
in the jute industry during the colonial 
and post-colonial periods. The rule of the 
state also featured prominently in a paper 
by Anupam Sen. According to him. the 
policies pursued by the pre-colonial and 
colonial states can be held responsible for 
Bengal’s transformation into one of the 
poorest regions of the world. 

A detailed exploration of the social ef¬ 
fects of agrarian legislation during the 
early colonial period was the theme of 
Despina lliopoulou’s paper, it examined 
the role of laws and courts in shaping and 
re-organising agrariui rdatiotu in Bengal. 
The state created classUkatory categories 
such as revenue p^ers/receivers and rent 
payers/ieceivers. Accotdiiv to Uiopoulou, 
a detailed study of these categories re¬ 
quites an aiulytical shift from issues of 
‘development*, narrowly defined, to the 
legal and political processes that shaped 
agrarian relations. As such, it provides an 
alternative perspective in evaluating the 
historical roots of development and 
underdevelopment. IWo flnal papers by 
Abhijit Dasgupta and Riuat Mukho- 
padhyay addressed contemporary pro¬ 
blems. Dasgupta compared the nature of 
technological growth in agriculture in 
West Bengal and Bangladesh, and its im¬ 
plications for sharecroppers and agri¬ 


cultural Ubourers. Mufchopadhyay os- 
ploied the chkngitv social and economk 
position of dte Rajbangsi community of 
north Bengal in the context of state 
development policie* 

On the second day. six partidpaatt 
discussed the interrelationship between 
state policies and castes and corrununities. 
Sekhar Bandyopadhyay examined the 
nature of the Namasudra caste movement 
in eastern Bengal between the 1870s and 
1940s. He argued that growing sodal 
ambitions linked with upward mobility led 
Namasudras to protest against their low 
position in the caste system in Bengal, and 
gave them a collective identity. The ques¬ 
tion of lower-caste identity also figured 
prominently in two other papers. Ratan 
Lai Chakraborty presented the case of the 
Bhuinmali caste of Mymensingh district 
(eastern Bengal) and Swaraj Basu explain¬ 
ed the development of an identity among 
the Rajbangsis of north Bengal districts 
such as Jaipaiguri, Cooch Behar, West 
Dinajpur and Darjeeling during the 
colonial period. Chandiprasad Sarkar ad¬ 
dressed the issues of politicisation and 
identity among Bengali Muslims between 
the 1870s and the 1920s. Willem van 
Schendel examined questions concerning 
the creation of new ethnic identities, with 
reference to the population of the 
Chittagong Hills. His paper discussed the 
extent to which a new identity emerges as 
a spontaneous response to changing ex¬ 
ternal circumstances, or as a result of a 
conscious effort. It also explored the 
system of symbols and interpretations on 
which an emerging group identity rests. 
Suranjan Sin ha’s paper dealt with the 
question of identity among Santals in 
West Bengal against the background of 
popular perceptions of politics. 

On the last day of the seminar, Abhijit 
Dasgupta and Willem van Schendel 
presented the results of research projects 
which they had conducted under the 
IDPAD programme. Dasgupta discussed 
his comparative study of two districts. 
Nadia in West Beng^, and Kushtia in 
Bangladesh. These districts used to be one 
before partition in 1947. Dasgupta’s study 
focused on different patterns of rural pro¬ 
letarianisation in the two districts, relating 
them to different local patterns of social 
organisation and different state policies. 
This led to an analysis of the ‘development 
models’ inspiring state policies in 
Bangladesh and West Bengal. Van 
Schendel presented the results of a study 
of three della areas surrounding the Bay 
of Bengal (Lower Burma, Bengal and the 
.Kaveri delta in Utmil Nadu). He related 
alternative courses of development and 
underdevelopment to the evolution oi 
specific rural ‘systems of surplus extrac¬ 
tion’ in these areas during the pre¬ 
colonial, colonial and post-colonial 
periods up to the 1980s. 


Economic and Political Wrekly April 4, 1992 



Social Legislation or Instrument of 
Exploitation? 

Askok Maoohar 
Nir Budhe 

The state by statutorily fixing sub-subsistence level minimum wages 
is not only maidng a mockery of the Mimnaum WsgesAct, but is using 
the legislation as an instrument of oppression. 


THERE is increasing evidence that social 
legislation in our country is conceived, in¬ 
terpreted Md implemented by the octopus 
state so as to become an instrument of 
tyranny and exploitation. Let us take a 
close look at the Minimum Wages Act 
1948. The act was passed as early as 1948, 
two years before the nation was proclaim¬ 
ed a socialist republic and we gave unto 
ourselves a pompous Constitution which 
promises a decent standard of living for 
working class and a living wage to in¬ 
dustrial workers by legislative, economic 
or other measures. 

The act is meant to Tix minimum wages 
for workers in certain scheduled categories 
of employment presently numbering 
about 1 S 6 . In keeping with our culture of 
duplicity, the act by itself neither defines 
minimum wages nor does it lay down any 
norms or guidelines for determining such 
a wage in various scheduled employments. 
All it does is to empower the central and 
state governments to notify minimum 
wages for the workmen in scheduled 
employments either on the recommenda¬ 
tions of the committees appointed for the 
purpose or by publishing proposals for 
fixing/revising minimum wages before¬ 
hand for eliciting views of the concerned 
parties. The committees consist of 
reptesentatives of employers/employees 
and independent persons whose appoint¬ 
ments more often go by connections or 
rewards, rather than in consideration of 
proven special knowledge/study of the 
subject. The act also provides for review 
of minimum wages, at intervals for 
periods not exceeding ftve years. 

While the act may not have defined 
minimum wage or the concept and con¬ 
tent of minimum wage, the same was dealt 
with by Minimum Wages Committee in¬ 
itially and then by various decisions of the 
Supreme Court. The lowest of the wage 
level was that of the minimum wage, 
others beinb, viz, ‘fair wage’ and a ‘living 
wage’. The minimum wage was further 
concretised during the Second Five-Year 
Plan which laid down certain norms. They 
were; 


(a) The minimum wage should be for 
standard working class family of three 
consumption units with one earner. 

(b) The food requirements to be taken 
as net inuke of calories as per Akroyd’s 
lecqinmendations, i e^ 2,700 calories a day. 

(c) Clothing requirements of a unit were 
to be on basis of 72 yards per year. 

(d) Rent to correspond to minimum 
area provided under government indust¬ 
rial housing scheme. 

(e) Fuel, lighting and other items at 20 
per cent of (b + c d^ as above. 

Further in a recent cteasion (Kaptakos 
Brett vs Workmen) the Supreme Court 
confirmed the above norms and in taking 
note of the socio-economic aspect, add¬ 
ed one more component as a guide for fix¬ 
ing minimum wage: (0 Children’s educa¬ 
tion, medical treatment, recreation, 
festivals, ceremonies at 2S per cent of total 
minimum wage. 

The Supreme Court further went on to 
observe that the wage structure which ap¬ 
proximately includes the above six com¬ 
ponents is nothing more than minimum 
wage at subsistence level. The workers 
must get this wage at an times and under 
all circumsunces. An employer who can¬ 
not pay minimum wage has no right to 
exist, i e, to engage labour and has 
therefore, no right to run the industry. 

Having regard to the concept and con¬ 
tent of the minimum wage as propounded 
by Supreme Court as above, it would be 
logical to conclude, that while the 
minimum wage may differ from region to 
region due to differences in prices and pat¬ 
tern of living, in the same region it shrmid 
be more or less the same across all 
scheduled categories of employment. 
However the Supreme Court has h^ that 
the minimum wage may also differ from 
industry to industry in the same region, 
depending on a cross-section of the in¬ 
dustry’s capacity to pay. 

With this legislative and judicial 
backdrop of scholarship, let us now sec 
how the executive bureaucracy has gone 
ahead fixing of minimum wages for dif¬ 
ferent categories of employment. We take 


g look at the current level of minimum 
wages fuicd by the government of Maha¬ 
rashtra, one of the so-called progn^vc 
and leading industrialised states, with 
perhaps the highest schedule employ¬ 
ments/industries in the Bombi^ area. 

Why is there such a wide variation of 
minimum wages at the subsistence lewl in 
different categories of empioyment/in- 
dustries? We can perhaps explain this 
curious phenomena by calling them mini- 
midi-maxi minimum wage, but minimum 
wage all the same. 

Having thus got over the apparent con¬ 
tradiction of such a wide variation, let us 
now see, how much the minimum wage 
of Rs SOO per month or Rs I6J0 per day 
can be stretched for purchasing various 
components that constitute minimum 
wage like food, clothing, shelter as pro¬ 
pounded by the apex court for a stan^rd 
family of three units with one earner (see 
Table 2). 

It should be evident from the data 
presented above, that the minimum wage; 
of Rs SOO per month or Rs 16.S0 per day 
(basis 30.5 days a month) can Be stretched 
to cover the subsistence level needs of at 
the most I.S units in respect of food items 
and for a standard family of three con¬ 
sumption units with one earner as laid 
down by the apex court in its latest deci¬ 
sion quoted above, this minimum wage 
provides only sub-subsistence level or in 
other words near starvation level. It 
should be also staled that this state of af¬ 
fairs should be true not only in other areas 
of Maharasht ra but also across the entire 
country. 

Again, when the government Fixes such 
sub-subsistence minimum wage, it only 
means that there is no place foi inclusion 
of the sixth component of minimum wage 
now propounded by the apex court in the 
above decision (that of children’s educa¬ 
tion, medical treatment, recreation, etc). 
At the level of ground realities, this com¬ 
ponent is gimmick, good for being quoted 


Table I 


Emptoymem/ 

Industry 

Minimum Whige 
(Bombay Area) 
February 1992 (Rs) 

Olau 

500.00 (all inclusive) 

Bakery 

500.00 (all inclusive) 

Hair cutting 

652.30 (310.00 basic 
+ 342.30 SA) 

Shops 

1023.00 (150.00 basic 
+ 8731)0 SA) 

taper and board 

1392.80 (530.p0 basic 

4 862.80 SA) 

Engineetiiig 

1217.85 (34.30 basic + 
13A3 SA per day) 

Rubber 

1082.40 (22.00 bask 4 
I9A2 SA per day) 


SA: Special Allowance. 
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Tabu 2 


Item 

Quantity/Day 

Retail Price 

Per Unit (Rs) 
February 1992 

Expenditure 
ftr Day (Rs) 

Calories 

1 Food 





Bread 

200 gm (to slices) 

10.00 kg 

2.00 

700 

Milk 

200 CCS 

8.00 per llr 

1 60 

130 

Eggs 

1 /3 (to pet month) 

12.00/Do/ 

0 33 

28 

Chicken 

15 gm (450 gm pm) 

34 00/kg 

0.51 

75 

Oil 

25 gm 

37 OO/kg 

0.72 

150 

Vegetable 

125 gm 

4,00/kg 

0.50 

60 

Dal 

50 gm 

20.00/kg 

1.00 

120 

Fotato/onioii 100 gm 

3 50/kg 

0 35 

60 

Rice 

200 gm 

6 so/kg 

1.30 

800 

Wheat 

too gm 

6.00/kg 

0.60 

320 

Sugar 

2-' gm 

8 00/kg 

0.20 

60 

16a 

to gm 

65.00/kg 

0,65 

60 

2) ClolhtnK 





Cloth 

4K mitre pei veai 

20 00/mli 

2 66 


3) Housing 





Rent 


45 00/month 

1 50 


4) fuel, lighting 




A other Hems 




Electricils 





and fuel 


21.00/month 

0 70 


Trani[>ori 



1 00 


Total 



15.62 

2563 


Notey a AkrovcI’s ri-quircnienis to which Supreme Courl has referred arc 2,700 calories per 
unit per dav The food items mentioned above will provide about 2,600 calories per 
day as against the minimum requirement of at least 8,100 calories for three units with 
one eaincr, i c, lor husband, wife and two children. The items included above arc nor¬ 
mally consumed by workers and arc their basic daily requirements. Even eggs and chicken 
in the quantum provided should be taken as at subsistence level requirement, while 
entering 2lsl century 

b According to .Supreme Courl standard cloth requirement is 72 yards per year or 64 
metres per year We have provided only 1/4 of it, i e, 48 metres per year. Again terycoi 
IS in universal use now and is no where available below Rs 30 pet metre though we 
have taken the rale of Rs 20 per metre. 

c In the present day housing conditions in Bombay area, rent of Rs 45 per month will 
not provide even a coffin space shefter even in the governmem industrial housing scheme 
Perhaps it was possible to gel it in GIHS in the year 1970 and like the apex court we 
have used historical standards in this case 

d Transport charges in Bombay area constitute an uiuvoidablc component in family ex- 
pendiiure as work places and residences are far apart. Tiansport charges will not be 
less than Re I per day to and from work place, even if we assume the family uses no 
transport otherwise. On the other hand if we take item 4 above, viz, fuel, lighting, 
transport, etc, at 20 per cent of 1,28.3 as laid down by the apex court, the expenditure 
on this Item will come to Rs 2.78 and total expenditure per day at Rs 16.70 against 
the minimum wage of Rs 16.50 pei day. 


in colitis across the comiiiy tnii inCapahlc 
of being translated into ic.ility It is indeed 
an irony of Indian deinociacy that esen 
after 4<l years the natise apes court silting 
in Its ivory tower lays dost n principles 
norms, remaining hlissliilly unmindful ol 
whether the benefits lloss mg therefrom 
can reach the needy vsorkeis o'l not 

In this context, it is iiucresung to note 
that, Uu minimunt wage ol the lowest 
level employee m eeiitrul state govern- 
menls is around Rs 1.300 pet month and 
unlike the ail-inelusive minimum wage 
fixed for glass/bakery industries, they not 
only get annqal increments but their 
dearness allowance vanes with co.si ol 
living index and basic salary. . 

The following conclusions 'hre in¬ 
escapable: (I) Having regard to the ground 


realities of which apparently the apex 
court is blisslully unaware and having 
regard to the components/ptmciples 
recently affirmed and supplemented by 
the apex couit, the state is using the 
minimum wage legislation as an instru¬ 
ment of social oppression and exploita¬ 
tion, by statutorily fixing sub-subsistence 
level minimum wages. (2) Our C on.stiiu- 
tion which promised living wage to in¬ 
dustrial workers and by later amendment 
ha.s further promised a decent standard of 
living according to apex courl, is at the 
grassroots level of the workers, an instru¬ 
ment, conceived, interpreted, amended 
and implemented, as an excellent exercisr 
in intellectual gimmickry, since after 40 
years of its adoption the state statutorily 
provides sub-subsi.stence level wages. 


Reprints of Lasting Vnlue 


( I'.NSl S K1 I’OK IS 


CENSUS OF INDIA, 1911: BOMBAY 
by PJ. Mead arid G. Laird MacG- 
regor 2 Parts: Part I, Report. 348p.; 
Part 11, Imperial Tables. Rejn’. 
1987. 515p. (set price) Rs. 1400 
—: INDIA by EA. Gait. 2 Parts; 
Part 1, Report. 450p.; Pan H. Tables. 
Repr. 1987 439p. (set price) Rs. 
1200 

__ UNITED PROVINCES OF 
AGRA AND OUDH by E.IIA. 
Itlunt. 2 Parts; Part I, Repoft. 
432p map: Pan II, Imperial Tables. 
797p Repr. 1987, (.set price) Rs. 

I. 500 

(TNSUS OF INDIA, 1931: A.SSAM 
by CS. Mtdlan 2 Parts; Part I, 
Report, 256p., Part II, Tables, 324p. 
Repr. 1992. (set price.) Rs 2000 
BIHAR AND ORISSA by IV.G 
Lany. 2 Parts Part 1, Report. 
.lObp. map. charts; Part If, Tables. 
2I.5p Repr. 1987, (set price) Rs. 
1000 

-. BOMBAY PRESIDENCY by 

ft Dracup and H.T. Sorlcy, 2 
Parts Part I.General Report. 580p. 
maps, Part H, Tables. 489p. Repr. 
1987. (set price) Rs. 1500 

-. CENTRALPROVINCES AND 

BEiRAR by W.ll Shoobert. 2 Parts; 
Part I. Report, 464p.; Part II, Tables, 
521 p Repr 1992. (set pnee) Rs 
2000 

- -. BENGAL AND SIKKIM by 
A ll Porter 2 Parts; Part I, 
Report. ,542p. maps, charts; Part 

II, l*able.s. 32.3p. Repr. 1987, (set 
price) Ks 1200 

MADRAS by M.W.M. Yetas. 2 
Parts . Part I. Report. 420p. maps, 
charts. Part 11, Tables. Repr. 1987, 
.341 p. (set price) Rs. "l 200 
~ —• PUNJAB by Khan Ahmad Hasan 
Khan 2 Parts; Part 1, Report. 382p. 
Part IJ, Tables, 332p. Repr. 1992. 
(set price) Rs 2000 

RAJIVTANA AGENCY by Bi,. 
C oU , Rcfxat and Triyks, 400p. Repr. 
1992 (set price) Rs 1500 

-. UNITED PROVINCES OF 

AGRA AND OUDH by A C. 
Turner 2 Parts. Part I. Report. 
638p. charts. Part U. Tables. 640p. 
map Repr 1987, (set price) Rs. 
1500 

umotm PuWWMn « OMilbiilon 

!/6 Ansari Road, Darya Ganj 
New Delhi - 110 009 
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Cuban Revolution: Premature 
Epitaph 

James Petros 

While Cubans are living a dramatic moment ot declining living 
standards and. unparalleled demand'i lor economic austerity, it is 
not likely to provoke the kind of political changes \sished lot in 
Washington and Miami: a catastrophic collapse and the return of 
the emigre property elite. 


AFTER a receni visit to C uhj irivolviiitt 
interviews aiul discnssioiis with reseat 
chers, aeadctnic's, regime critics and 
cabinet ministers, as well us obscrvalnms 
and mioimul coiiseisaiions with people 
in the street, the prediction of an imiiii 
nent collapse ol ( iiban socialism emana 
ting from Miami and Washington ate, to 
say the least, piemature. ('uba is not about 
to follow in the loot steps of eastern 
lairope and Russia < iiban comiminism 
IS not thieatened bv .1 populai lesoliilion 
or a mihtarv unip 

The rea'ftiis whs an eastern Fiiiopean 
style revolt is not likelv in t uba aie 
historical and related to lUrient ( uti.iii 
polisy In ( uba, unlike e.islern Futupe, 
nationalurt legitiinacs is in H.n.m.i with 
the legiine. not in Miami with tlieopposi 
tion most t ubaio on tiu island peKcise 
the t tisiro goserninent as upholdine 11,1 
tioiiahst traditions .iikI \ievs Miaiin esiles 
as beholden to I ;S pclus imOsis In 
Januars ol tins seat tin. iiiiioeis.nv ol 
Jose Marli's biilh drew .1 iin.iilsi til ,1 
million people in Havana, .illiimme then 
tics to a historii ligute idenlilied as ihe 
talhci ol the t ubaii nation, despiie ihi 
grow 1111; economis haidsliip 

While shoiia.ess ol mosi .\iiiMiiiiei 
Hems ha- become acute, ilu h.iubi.ip- ,iiv- 
gener.illy etpiilabls shaied b\ nio-i 
t ubans lVii|ile are not homeless 01 
panhandling anil the tmcinploo.-! liom 
plant closures icicise 70 pei eciit oi ihen 
pas IJasic food lalions aic ihsiiibutcd at 
low prices in an urdeil> lashion ai 
specified outlets wiihoiii long lines I his 
IS III .striking contrast to what Kiis i.ms 
refer to as the mafia neiwoi ks wIikIi Ikul 
sewed control of distribution, iliaigini: 
esorbitant prices, creating atiilkial slioii 
ages and provoking seveie hardsliips and 
even hunger among low income giouiis. 
pensioneis and female headed households 
While Cubans constantly complam ol the 
inefficiencies of Cuban buie.iusiais - 
sometimes bitterly—thev are not about to 
trade them in for the swindlers who 
parade as ‘entrepicneurs’ in the rcscnlly 
libcialised eastern countries, access to 
basic goods is preferable to an abundance 


ot consumer goods which are bevond the 
means ol the aieiage wage earner. 

-\mong the inoie inllucntial factors 
niiliiatiiig against an aiiti-coinmunist 
|iohiical ni(nenieiii is the widespread 
behel in (. uba that the mai ket rcfoims m 
Russia ,ind eastern Furope have led to a 
socioiconomii debacle. Cubans have 
I'oscK followed the spiralling unemploy¬ 
ment rales, ite- declining, purchasing 
povvet ol wage earners, the closing ol lac 
lories ,md the using prices of essential 
food Hems ill the ev-communist countries 
with great inteiest and many have con¬ 
cluded til.II ihe chaos and suffering there 
IS wiu c 'hail Ihe iiirrcnt hardships m 
( uba I he parados is that Cuba, being a 
laic comei 10 structural adju.strnent, wants 
to avoid ihc disuilegiation and anarchy to 
wtinli ilieir Ivumet trading partners are 
l.ilhne sRiint Few Cubans possess Ihe 
lli.•so^.hl-lK imimlses to endure Ihe Sachs 
.fiosk il'i F.ipv which kills Ihe patient lo 
i ll'i , 1:1 lillK's ■ 

Noiicihells , t.ii iiaihing changes are 
imiici wav III ( 'ih.i in political and 
CIO'! >imi iliiiikiiig and policy While the 
'11.Her Ml cosi' ol Cuba's 1 uiUurc with the 
iMsi aic vciv substantial, fiatliculatly iti 
'he sh'iii run, mosi Cuban intellectuals 
.oi'iK ill,II there are slialegic benefits. 

I lies piniil lo a radical le thinking of 
( iibj's views lowaiil Ihe world maikel, 
siiaiegics ol dcvelopnieiii and its relation¬ 
ship ii' I atm ‘\incTicau economic integra¬ 
tion More impoitani. the economic crisis 
IS loicing ( ubans 10 conserve on energy 
use l|)eitoleuni supply has declined from 
IJ imlhoii tons in IhKff to less than 6 
niillioii tons Ml bWI), to diversify their 
agiiciiliural inodiiiiion from sugar to 
loc.tl food slid Is, and to encourage greater 
lleMbilitv in reconverting industries 
toward production with a smaller import 
conieiii Declines m chemical imports 
have lorded Cubans lo rely on natural ler- 
iilisers .ind biological control of pests. In 
a wind, the rupture with dependency on 
Russia has lorced the C ubans to discard 
the Soviet model and to rely on greater 
and better use ol domestic re.sources— 
and to reward greater innovative thinking 


on the island. 

Cuban leaders now stress their linkages 
with l-aiin America—and have signed a 
number ol major commercial under¬ 
takings with Hra/il, Colombia, and 
Mexico concerning pharmaceuticals and 
refining and joint investment in tourism. 

Ill the pohiiial realm, the Fourth F^riv 
( oiigress ol the Cuban Communist Pans 
approved a lesoluiion calling lot com- 
peiiiive direii elections to the National 
Assemblv C unan intellectuals freely 
deflate lilt pros and cons ol the new 
development strategy, inviting foreign in¬ 
vestors, pailiiularlv the louiist pro¬ 
gramme. designed to eai n foreign ex¬ 
change. Hascjue and Stianish capitalists are 
investing tlK) nnllion in new hotels and 
lesi.iutaiils in the Island ol ^oulh. 1 he 
coniioversy loi < ubans is the emergence 
ol a dual Ccoiioiiiv ,i peso economy with 
Scarce goods and a dollai economy ol 
(ileniy (rental cars, hivuiv lesoris and 
accessible liisuiy goods and seaice food 
Items). Cubans ask whether tlie nccessaiy 
new mat ket openings will erode soiialist 
and nationalist values 

While It IS tine that Cubans arc living 
a dramatic moment ol dechniiig living 
siandaids and unpaialleled demands for 
economic austerity, it is also the case that 
It IS unlikely to piovoke the kind of 
political changes wislied lor in Washmgioii 
and Miami’ a caiasiiophn collapse and 
the teturn ol the emigre piopcrty elite 

By focusing on an imaginary Big Fall 
and a highly publicised tianslorination 
along the lines ol fiec mat ket iloctiine, US 
observeis miss the moie sufitle but deep¬ 
going changes that are actually taking 
place III C uba While Che (nievara is still 
the symbol ol the continuity of the Cuban 
revolution, new foreign investmeiit lodes 
as gcneious as any m the Caribbean have 
been put in place While Marxism- 
leninism is the oltieial discoiiise, most 
lesearch ceniics have signed joint research, 
teaching and faculty^studcnt exchange 
programmes with US, Furopean and 
l,atin American academic institutions, m 
some eases funded by private foundatiotis 
While Cuba strives for food scll- 
sutliciency an equally high piioiity is 
‘incteasing its in.sertion in the wot Id 
market'. As the chief aichitect ol the new 
ixtiicy bluntlv pui 11 , “what is not efficient 
IS not socialist" Over the long run, these 
siructuial adiustmenls will have a pro¬ 
found effect 111 reshaping the Cuban 
economy, society and political discourse. 
In the end. these less diamatic -.hilts m 
policy may, ovei time, however, iiave a 
more enduring ellect on the ( uban 
revolution than all the menacing gestures 
from Washington and '01 the apocalyptic 
prophecies from Miami. 
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Speech made by the Chairman, Mr. Davendra Ahuja. 
at the 12th Annual General Meeting 


KEEPING PACE WITH CHANGE 


Uidici and Gentlemen. 

I have great pleasure in extending a 
warm welcome to all of you to the 
12th Annual General Meeting of the 
company The abridged accounts 
alongwiih the Directon, and Auditors 
Kepons have been with you for quite 
some time I would now like to lay on 
the table of the house, the full 
accounts for the year ended list 
December, 1991 

THE FIRST DECADE OF 
PERFORMANCE 

10 years ago. in February, your 
company, then known as 20th Century 
Leasing Pvt Ltd., invited the public'to 
subscribe to its first public issue of 
equity By today's standards, the fhen 
offer of Rs 4 2 million was meagie 
The response, however, was 
overwhelming to the management of a 
fledgling company which was all set to 
bring in a concept of financing that 
was still nascent in this country The 
performance has been successful and 
extremely encouraging Having started 
the initial activities with bill 
discounting and merchant banking 

In the life cycle of any 
corporation, the first 
phase is always followed 
by a phase of review and 
consolidation. 


operations, your company diversified 
into leasing and consumer finance and. 
as at ^Ist December. 1991, gross fixed 
assets and current assets aggregated 
Ks ^ million as compared to 
Rs ~’<t 1 milliiin, a decade ago I am 
proud to state that, as ol date, the 
gross ftnancial assets exceed Rs .FtMMI 
million Your compam attained the 
status of being the largest private sector 
leasing company 

THE ENSUING DECADE FOR 
GROWTH. DIVERSIFICATION AND 
CONSOLIDATION 

In the life cycle of a corporation, the 
first phase is always followed by a 


phase of review and consolidation The 
same is true of your company, which 
has been consistently following a 
policy of building on past gains. Given 
the fast changing scenario and the 
emerging opportunities being thrown 
up, your company must position itself 
properly to seize these opponunities 
While the management has been alive 
to the benefits of consolidation, 
side-by-side the company is preparing 
itself to uke bold initiatives which will 
catapult it to the forefront of the 
financial services industry Various 
liberalisation measures have been 
initiated by the Government of India 
recently to strengthen our economy 
and consolidate the role to lie played 
by the private .sector High powered 
committees have been appointed and 
various reforms suggested 

Steps taken by the (iovernmeni in 
the areas of industry, trade and 
exchange rate policies have been 
designed to correct the macn> 
economic imbalance and efieci 
structural adjusimenis with ihe 
obicctive of bringing aboul a more 
competitive system and promoting 
efficiency in the real sectors of the 
economy 

The liberalisation and the lax 
reforms made out under the (^hellaiah 
(Committee repon and incorporated by 
the Finance Minister in the lecent 
budget, will lead to the situation where 
the industry would increase the 
production levels, with fail in the 
inflation rate and the entire economy, 
on the whole, rebounding We are in 
the year of transition and we are 
moving from one set of economic 
policies to another 

('.ommiimeni to excellence in 
performance, dedicated service, high 
productivity and cost control arc $tne 
qua non to grow and sustain the pace 
of gniwth. Your company has in the 
past performed and shown that it has 
the marugerial expenise and 
operational skills required for the 
growth in financial services. In the 
context of liberalisation and reforms, to 
cope with the growing expectations 
and perform in an cfficieni manner, 
calls for signiricant commitment and 


skills. Of particular tanpottance is the 
need to manage resouitxs, both 
financial and managerial, in the 
optimum manner I am confident that 
your company would be able to cope 
with the challenges and be the pace 
setter. 

Commitment to 
excellence in 
performance, dedicated 
service, higb 
productivity and cost 
control are sine qua non 

for growth and its 
sustenance. 


The economic reforms in the various 
secion of the economy have started 
moving on the right lines with parallel 
reforms of the financial sectots as 
envisaged in the Narasimham 
Committee report 

Under the financial sector reforms, 
both the banks and the financial 
institutions have been pushed more 
and more into commercial orientation 
and less towards developmental 
orientation The reforms, also open up 
a degree of competition, even in ihcse 
sectors, with foreign banks being 
permitted to freely operate in the 
country and branch licensing not being 
regulated The partial convertibility of 
Indian Rupee will lead to a situation 
where there will be more players in the 
exchange market leading to a healthy 
competition within this sedor 
With increasing deregulation of 
industry and the cmeigencc of 
competitive conditions, the 
responsibilities devolving on the 
financial system in mobilising resources 
and allocating them efficiently and 
responding flexibly to emerging 
situations would be greater There is a 
fundamenul change uking place 
relating to projea financing which is 
going to focus more on equity finance. 
With the dismantling of CCI expected 
to take place in the turar future, and 
free pricing of shares coming in, the 
country would move towards a 
scenario wherein placing the equity, 
deciding the right price for it and 
offenng the .same to the public would 
gain significant impoitance 
Anoihdr scenario which is opening 
up is (he private seaor mutual funds 
and private sector banks. Wilth the 
llbeiaiisation In the financial sector, a 
number of maior private sector banks, 
specialising In niche financing, are 
likely to come up and these banks 
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would olfcr a nujor competition to ilu' 
cxiMiii); coinnic-rcul bjnk'> Thoc 
private ^ectoI hanks would also have to 
loinpete with the foreign hanks who 
would have an easier access to the 
Indian market Wtth the announcement 
of guidelines lor setting up of private 
sector mutual funds, an opporiuniiv is 
heing giseii to the prisate se< lor 
companies to tap resources from the 
public and to dephn in capital 
markets I he relorms announced bs 
the finaiice Minister go well towards 
loosening the hold on tlie fin.in< lal 
sector and opening it up 

"Sour (onipaiis is taced ssilh these 
opporiunilics m areas of insesimeni 
hanking prisate sector fiaiiks and 
private sector mutual funds ^oui 
eonipans is gearing itself to be one of 
the first to respond to tile 
opportunities 

I'he sear tliai passed hs ssitnessecl 
tightening of the interest rales and also 
the credit available to the industrs Ihe 
effect of this had been a steads 
aeession selling in with drop in the 
industrial output and companies 
cutting down on their investment 
programme, which affected the flow of 
lease deals Despite this situation 
prevailing the vear under review has 
ended with a salislvmg note for the 
cornpan) 

The interest rates have seen several 
rounds of iiu rease during the year and 
a stable inien-sl rate would go a long 
way in enabling the industrs to plan 
So long as the (lovernmcnt uses the 
fiscal tool of controlling econom) 
through the iniea-sl rale, and shrinking 
money supply, a'source base for leasing 
operations would continue to he 
affected as also the industries plan lor 
capital expenditures f nierprises mas 
have to bring m more of their own 
funds than was necessars m the past. 

In order lo augment the resource base, 
Ihe company has successfully 

This den's not 


negotiated tong term finance from 
International Finance Corporation 
(Washington). who would also he 
investing m the equity capital of the 
company thniiigh conversion ol pan of 
the loan into equity 

With this timely tie up. your 
c'ompans seeks lo insulate its 
operations from the fiscal measures ol 
tightening the money supply and 
reduced availabiliiy of domestic 
resources 

REPRESENTATION 

The leasing industry is currently 
lepreseniccl h> two Associations 
nanieU. I'quipmeni leasing Association 
(IndiaI and As.sociaiion ol leasing, 
finance A Housing Developnieni (os 
There is a need for these two 
associations lo metgc and consolidate 
into a single body to work towards 
con'mon <ib|ecfivcs with 
re presentations m ma|or bodies such as 
fl( ( I aiid \SSO( HAM 

REFINANCE CORPORATION FOR 
FINANCE COMPANIES 

I he leasing and hire purchase 
mdiisirv has Iwcn a mafor contributor 
to the development of noci hanking 
financial interriiediary services The 
leasing companies have been providing 
flexible limding 


With opportunities 
opening up in the areas 
of Investment Banking, 
Private Sector Banking 
and Mutual Funds, your 
company is gearing up to 
be one of the first to 
respond. 


option for acquiring plant & 
nu< hmery I he availability of funding 
speedily thniugh ofl balance sheet 
financing and the intormalii]^ and ease 
with which the leasing company 
provides funding by structuring the 
financing to suit the individual needs, 
has seen rapid growth of lca.se finance 
I have been advocating the concept 
of a ivrinance corporation for icasing 
and hut' pun base industry for quite 
..time lime now Such a refinance 
corporation c an I.k set up under the 
auspices of Resetve Bank of India with 
an initial tunding of about Rs lOOU 
cnires Funher, It should be possible to 
ensure that the finance companies 
deposit the 15% liquidity requirement 

purport to be the proceedings of the Annual 


. . ..T ie 

with such a corporation, which wte 
augment the resources of this 
corporation The need for such a 
reflnance corporation arises because o. 
the fact that most of the banks have 
their own Finance companies and the 
insiiiuiional resources are also 
deployed in such activities, thus 
denying the finance companies access 
lo these sources 


The keys to successful 
performance in a 
dynamic environment 
are efficient management 
of finance and human 
resources. 


The other idea I would like to voice 
is the creation of a speciality fund for 
providing resources to the financial 
.services industry, which could be 
sponsored by the institution such as 
the Unit Trust of India (liven the high 
growth envisaged in this sector, I am 
confident that such a fund will provide 
excellent returns to the mvestors 
I would like to conclude by 
observing that your company Is fully 
geared lo perform its role in the next 
decade in the financial services sector 
which provides for various 
opportunities Laigr corporate base in 
leasing and huge retail base for 
consumer finance has helped your 
company to gam the allied strengths 
and advantages and carve out a niche 
for Itself I am confident that wc 
would be able to live up to our 
reputation and perform successfully in 
a dynamic environment in the ensuing 
fiiiure, given our professional approach 
and efficient decision making. The 
keys to such success are our human 
resources and financial management 
I wish to thank the Financial 
In.stituiions, Banks, Shareholders, 
Debcntureholders & the employees fur 
all the support extended to us in our 
endeavour to achieve excellence 


Bombay 
1st April. 1992 

(■eneral Meeting. 
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^ ^ y^myStifying Game Theory 

^ Anindya Sen 

<(nie Theory and Economic Modelling by David M Kreps; Clarendon 
Tress, Oxford, Rs 130. 


THE 197()s have seen ihe rediscovery of 
game theory and the marriage of game 
theory with the economics of uncertainty 
and information has given birth to a very 
large body of work. However, these 
developments in game theory have bypassed 
many academicians, even in the economics 
profession, and those who did not pick 
up game theory have remained deeply 
suspicious of the theory In recent years, a 
numbei of books on game theory have 
become available, as well as some quite 
useful chapters devoted to game theory in 
various books, like 1 irole's The Theory of 
tndusinalOrganisation and the first volume 
of the Handbook of Industrial Organisa¬ 
tion^ But this material is usually accessible 
only to the technically sophisticated reader. 

Kreps has now written a book which at¬ 
tempts to provide the uninitiated with suf¬ 
ficient insights to make independent 
judgments on game theory I'hc book makes 
no prior technical demands on its reader, 
though It requires careful reading 
Throughout the book, Kreps employs 
numerous examples to illustrate hts points 
and sometimes give the reader a flavour of 
those arguments that cannot be developed 
fully within the limitations ol the book. He 
takes pains to highlight both the achieve 
menis and failures of game theory. Since he 
has been at the lorefioni in the development 
of both concepts and applications, Kreps is 
in a unique position to come to the delence 
of game theory, and afso act as the [yevil's 
advocate 

I he book IS about non-ciHspcrative game 
theory where the unit of analysis is the in¬ 
dividual participant in the game and com¬ 
mitments are not enforceable The strategic 
form and the extensive form representations 
of games are developed, and i he connections 
between the two clarified in Chapter .1, 
which goes on to discuss various equilibrium 
concepts, c g, simple dominance, iterated 
dominance, and Na.sh equilibrium (NE). In 
a dominant strategy equilibrium, the strategy 
of each player is optimal irrespecirve of the 
strategies adopted hv the iival players, while 
in a NE, the strategy tor each player is op 
timal only against the optimal strategies ol 
the other players NE and various lefirie 
ments (i e. stiengthcmngs) of Nl lie at the 
heart of game theory and Kreps raises some 
very uncomlortable questions lor tluise who 
mechanically use this equilibiium concept 
in their models What is the justification tor 
using NE? According to Kreps, in many in¬ 
stances, all the players arc fairly clcar^n then 
own minds about what they and the others 


should do, and the use of the NE concept 
IS ju.stified. He refers to repeated interac¬ 
tions. existence of stK'ial conventions and 
cues Irom other players, etc, as contexts in 
which this might be plausible. 

An example is to ask two players A and 
B to make two mutually exclusive and ex- 
hau.siive lists out of the following list 
of nine cities; Berlin, Bonn, Budapest, 
Lxsndon, Moscow, Pans, Prague, Warsaw 
and Washington. A's list must include 
Wa.shingion, and B's must include Moscow. 
If the players succeed without consulting 
each other, each gels Ks 50, otherwise each 
gets Re 0. Even after the recent events that 
happened in the socialist bloc, it seems to 
be a sale bet to predict that A’s list will con¬ 
sist of Washington, Bonn, london and I’aris 
and B's the rest, i e, cities will be listed along 
the lines of capitalist and Ihe erstwhile 
socialist countries. However, there mav be 
situations where no self-evident NT exist 
consider Ihe list Bonn, London, Madrid, 
Paris, Washington, Tokyo, Rome. Oslo and 
New Delhi, with london specified to he on 
one list and Oslo on the other. Moreover, 
when multiple Nash equilibria exist, as is 
often the case, there is nothing to indicate 
how agents will decide which NE to play 
The major successes ol game theory are 
recounted in Chapter 4 The strategic form 
representation provides a laxononiv lor 
economic contexts. The tamoiis prisoners’ 
dilemma game, for example, finds echoes in 
advertising wars, nuclear warheads prolifera 
tiem, protectionism, etc. The battle ol the 
sexes (where a husband and a wife would 
rather spend their tune together than on 
their respective favourite pa.stimes) can apply 
to situations with innate complementarities, 
eg, to adjacent tax authorities trying to co¬ 
ordinate their tax systems, 

Ihe extensive form games have piovidcd 
Ihe most exciting and rewarding insight.s, 
since they give us a way of modelling 
dynamic competitive interactions. Among 
other things, this type ol games has clarified 
the nature of credibility. Whether a policy 
IS effective will often depend on the ciedibih 
Is ol threats and promises implieil in the 
policy The government’s threais/promiscs 
relating to lax measures, control o' money 
supply, expropiiation ol pioperlies of 
loreigners, etc, must be credible if such 
mcasuies are to work I here is a lesson to 
be learnt here by our policy-makers, who 
never seem to realise that then pro- 
noiintcinenis are not taken .seriously most 
of the lime by the population at large 
Kreps has used the entry deterrence story 


to explain that essentially only those 
strategies are credible that are optimal for 
the agent to adopt in the relevant situation 
and he has mentioned the various actions 
an agent can take to ensure credibility of 
strategies. The game-theoretic literature has 
shown that there are various ways agents can 
enter into binding commitments to make 
their strategies credible. 

When agents interact repeatedly, main¬ 
taining a reputation is one way credibility 
can be generated; another way is to adopt 
"punishment" strategies that are optimal. 
However, modelling repealed interactions 
runs into critical problems: in games 
repeated a finite number of times, agents 
always find cheating to be the best strategy, 
there is an embarrassing abundance of NE 
in repeated games, it is very difficult to add 
real world complexities to these models, and 
so on Add to the above list the fact that 
agents often have private knowledge about 
various factors pertinent to the game and 
that their beliefs must be modelled It is to 
the credit of game theory that some of these 
problems have been tackled head on and 
answers pinvided One cuily wishes that m 
this chapter Kreps had given examples of the 
application of game theory to macro- 
CYOnomic issues; this would have highlighted 
more succcsslully the triumphs of game 
theory 

In Chapter ,s, Kreps acts as Ihe prosecutor 
and puls game theory on the dock Co¬ 
operative game thetiry is briefly introduced 
III the form ol bargaining games, where 
plavers try to spin a pie amongst themselves. 
This section highlights the point that when 
the rules and protocols ol the game ate not 
precisely spccilied. game theory caniiot han¬ 
dle the situation Moieover, slight changes 
in the rules specified can significantly affect 
the outcomes In alternating offer bargain¬ 
ing models, the outcome (i c, who gets what) 
changes drastically depending on who moves 
first, how long it takes each playei to eon 
sider an olfci and make a counter offer, cost 
of making olfers, etc. Again, game theory 
has nothing to say as to wheie the rules come 
from 

As noted before, in many situations 
players might plausibly know what to do, 
based, for example, on then past experience 
or on a sense of how other players might 
behave. Game theory has not begun to ask 
questions related to these issues. When there 
arc too many equilibria, Kreps asks whether 
It IS not a tall order to expect agents to land 
up in some equilibrium situation’’ On the 
other hand, notions like "rationalisable” 
strategies that try to capture disequilibrium 
behaviour are too weak to be of much use. 
Moreover, the assumption made in refine¬ 
ments of NE'-that observing a fact which 
runs counter to theory docs not invalidate 
the theory m anybody’s mind for the rest of 
the game—is questionable, to say the least. 
One more uncomfortable question relates to 
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measuring the players* payoffs in rupees; in 
experimental situations it has been seen that 
players may take apparently irrational deci- 
sioas because they M that the rational deci¬ 
sion will lead to inherently unfair outcomes. 

A careful examination of the games where 
NE are not relevant reveals that these arc 
games not amenable to equilibrium analysis. 
Equilibrium analysis requires that (a) every 
agent should optimise perfectly and com¬ 
pletely against the.sirategies of opponents, 
(b) the characters of these opponents and 
their strategies should be perfectly known 
and (c) players must be able to evaluate all 
their options. In reality, agents probably 
behave in a "boundedly rational” manner, 
1 c, they try to reach certain goals consciously 
within the context of tlicir cognitive and 
computational limitations Kreps discusses 
a number ol attempts lo model such 
retrospective boundedly rational bchavioui. 
The agents in these models build models «l 
their choice problem m the shorl run and 
act optimally in the liamcwoik ol ihcii 


models. Over time; accumulated information 
is used to update an individual's model. 
Kreps reviews too many models ^f this varie¬ 
ty, all essentially making the same point 
about economic behaviour Since the 
technically complicated nature of these 
models do not admit of more than a super¬ 
ficial exposition, Kreps seems to be rather 
unfair in asking his readers to pass a 
favourable judgment on such models, based 
on a reading of his book alone. 

In conclusion, Kreps has wniten a btwk 
that makes a sincere aiiempi to demystify 
game theory tor ihe uninitiated and set the 
stage for a serious appraisal ol the scope and 
limitations of g.mie theory. Of necessity, the 
book IS selective m its choice ot matenai 
Howevci, II docs manage lo convey a flavour 
of the cxiiicmcni ihal comes troni grappi 
mg svitli strati gii hcliavuuir, aod hopefully 
should lonsiiue itic reader vsilh an open 
mmd thai ganu tlicoiclic miestions and ap 
plicalioiis all' .ihsiraciions ol relevant 
eioDiMiiK issues 


Sociology of Prostitution 

Vt-ena I’oonacha 

The IjCKuliMaticin of Prosiiiulion: A !ri<K-ioloj;i<-al lni|uir\ into llie l.aiH 
Relating lo ProKliiution in Intlia anti iht- Vkt-si by Jean O' C'unha; 
Bangalore, Wordniakcrs, C.SIKC , 1190; pp 215, ks M). 


MASfJlJI'.S ol morality have alw.iys shioiid 
cd socfetal response to prosliluiioii I lie 
legal, theological and social science discoui 
ses haveciihci condemned it as evidence ol 
moral turpitude or at best justified il as 
necessary to contain male .sexual aggression 
D’ C'unha critiques such phalioccntci ic 
biases which have marked populai pcricp- 
tion and coloured social science thcoiics on 
the subject She makes scathing attacks on 
the hypocrisy involved in such ambivalence 
On the one hand prostitution is condoned 
provided it is kept out of view, and on the 
other public outrage condemns the hapless 
victim raihci than the jHrrpeliaiors ol the 
system Such convenient standard- only suc¬ 
ceed 111 lorcing pruslitulion behind closed 
doors vvhich leads lo the exploitation ol 
women and children. 

Seen Ironi a femimsl siandpoint. the 
writer traces the growth and development ol 
the institution, the capitalist and miliiary ex¬ 
igencies which leads lo tralficking ol women 
and children from cross-cultural perspec¬ 
tive. The study also discusses i he humai) cosi 
of prostitution, the possible .solutions .uid 
the effectiveness of the existing laws m von 
taming the problem. 

The data is presented m an jcadciiiK viylc 
which is at times pedanlic and clic'licd bul 
with genuine concein lo cxpt'se the vor- 
didness of human exploitalion li loiccs > . 
to acknowledge the feminist as.scrtion that 
prostitution is the ultiniaic lace ol patriar 
chal oppression of women and it’s significa¬ 
tion that women are not valued individuals 
but rather as members of the class who pro¬ 


iidc scxu.il ,111.1 icpiovluclivc services lo men 
\^omc'ii ail . I'li.cniciillv slotted as in,idon 
n,iv anil uli.iics m mJci lo vom.iui viibvcr 
Sion tin laui'iian toi llns si.cm tests on 
the .iiialvsis piCMiiici! b> tin .iiillior on ilic 
SI I -Vl anil till ll'l'l Alt I ticic an sevcial 
anonialicv vi ilini llicsc l.iws liumcil lioiii a 
picdominanilv n.-ilc pciccpiion li mduates 
no icdl dcsni 'I rit'h provtirulion When this 
data iiislaposi d »iih the avaii..bli- liguri- 
on convictions .m.I aircsis under tin- ad, 
wh.i'. bccviinc'. iit'Moiis IS llic skewed logiv 
ol the system ! lit woman is tirsi made into 
a piosliluti aiid then puim-licd lot it Some 
efforts have hcen made uridet II*I’'I\ lo 
change these j'vrccpiions It now- provides 
loi more slimgeiil nicasiiies loi trallickcrs. 
proeiirers, pimi'- and broiliel ovvneis, 
spcciallv it It IS (tioied that wtiiiun were lore 
cd II alsti lakv s .1 -.evcrc view o,', ,.lnld pro 
slilulion in will. Il ease the clieiii is liable lo 
be pioscculcd 

I hfic have been two solutions suggested 
to ameliorate the lot ot prostitutes. tJne lliat 
they oiganisc themselves, ailerrialciy, pro- 
sliliilion he legalised wiiii due safeguards 
against exploitation Backed up with a great 
deal ol in-deplh understanding, the writer 
point > lo the dangers inherent in both these 
approaches, in India the inilialive to orga¬ 
nise the prostitutes have come from those 
who coniiol prostiiiitu n and benefit from 
It Such cllorts get inilu.cal backing precisely 
because Ihe rackelccrs are able lo conir«y| a 
st/cable portion ol the vote bank. The ex¬ 
ploiters arc thus able to distort the structures 
of oppression and mediate a better deal for 


themselves against police interference. The 
advanuges rarely percolate down to the 
common prostitute Similarly legalisation of 
prostitution benefits the same group who 
can run brothels with impunity. By examin¬ 
ing the experiences of various countries in 
legalising prostitution, she points out that 
all such altempis have only succeeded in the 
denial of human rights to women. B places 
extraordinary powers in the hands of the law 
enforcing agents and health inspectors. It 
gives the state a legitimate excuse to tax pro- 
siiiues without concurrently providing them 
siscial welfare benefits and protection 
available to other citizens. These women are 
publicly identified as prostitutes. This cur¬ 
tails their social mobility and Ihe law 
restrains them from entering certain spaces. 
They are subjected to various indignities 
such a.s arbitrary medical check-ups. It gives 
uniold powers to Ihe police to haul women 
up with trumped up charges of illegal soli¬ 
citing—an accusaiiori few women can refute. 

1 here arc no simplistic .solutions to Ihe 
problem At present the best that can be 
done IS to improve the rehabilitation pro¬ 
grammes lot prostitutes Discu.ssing the ex- 
isiing schemes m India, the writer points to 
[heir inadequacies and calls lor a more 
humane approach Women arc deeply trau- 
maltscd by their experience and need 
counselling Their vocaliuiial training pro¬ 
grammes should be rcali.stic and should 
enable them lo effectively start afresh. It is 
obvious that ihe data has been meticulously 
collared and (he author ought to be lauded 
lot he; forthright challenge of traditional 
morality and ihc theoretical onesidedness of 
undciviandiiig prostiiuiion. One could 
howevei wish for similar diligence in the 
editing and processing ol the book—a failing 
which quite detracts Ihe value of an other¬ 
wise excellent book 
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Essays on Contemporary Terror 

Frederick F Clairmunte 

Ueierrini; Ufmorracy by Noam Chomsky, Verso, New York, 1991; pp 421. 


NOAM CHOMSKY, a world authority on 
linguistic theory from MIT continues to be 
as freshly irrepressible as when he first 
soared to distinction in his uncompromising 
onslaughts against US imperialism in Asia. 
Latin America and Africa in the 60s. 

The epithet 'dissident' is inappropriate to 
describe this activist/ihinkcr. A more prcci.se 
designation would be that of a humanist, a 
non-conformist rebel whose academic and 
non-academic career has been consecraicd 
to battle against the monstrous lie machines 
not only in the ex-command economies but 
above all in ihe very heartland ol global 
imperial power, the US 

That he has never been shackled lo the 
auction block ol poliiical parlies, ihcir 
blighted rituals and apulogeiics. does not 
make him less unpalatable to the impresarios 
of state-sponsored teriorism and their ven¬ 
triloquist dummies in the corporate media 
as well as ihcir compradoi elites in acade¬ 
mia. In Itself the supreme homage that could 
be paid to any individual that has spurned 
the ofTicial lie in which geiuKidal cover-ups 
are a vital ingredient 

The carnage in the liny central American 
country ot San Salvador is illustrative' in the 
12-year civil war more than 1,20,000 persons 
were killed and wounded, tens of thousands 
driven into exile. The death squads that did 
their job with such exemplary ferocity were 
the creations of Keagan and Bush, based on 
the strategy of mass collective terrorism. As 
in the war against Nicaragua the enure ap¬ 
paratus of the US state and military com¬ 
plex were deployed for this end . 

History has not yet written the obituary 
on that war, but many ol Chomsky’s essays 
tells us why the geographical sweep of the 
essays is broad, depicting Ihe interplay of 
abstract reasoning and an unassailable 
documented empirical reality. Nazi depreda¬ 
tions requirexi no jusuricaiions by a (•oebel.s, 
a Himmler and a Goering It illuminates the 
glaring contrast with US policy since (and 
before) 1945. The management of genocide, 
as in the Philippines. Indochina and lalin 
America was executed in the name ol 
'freedom and democracy', the constant refur¬ 
bished rationalisation of US foreign policy 

These essays straddling a siian of several 
years, encyclopaedic in its coverage, have sur¬ 
faced at a time when Ihe lot tunes of Bush, 
that unctuous domestic and booilickei to 
Ronald Reagan, arc ai their lowest ebb 
Nonetheless Ihe bombastic and ignorant 
hosannas of US world ‘leadership have not 
ceased to resonate from the White House 
and its propaganda ministries 

An unabashed imperialist as Winston 
Churchill, a prime mover of the cold war, 
one of the most virulent exemplars of col¬ 
onial violence grasped the nettles of power 


as he envisioned it should be applied to ex- 
colonial peoples in the United Nations: 
The government of the world must be en¬ 
trusted to satisfied nations, who wished 
nothing more for themselves than what they 
had. If the world government were in the 
hands of hungry nations, there would always 
be danger. But none of us had any reason 
to seek for anything more. The peace would 
be kept by peoples who lived in their own 
way and were not ambitious. Our power plac 
ed us above the rest. We were like rich mean 
dwelling at peace within their habitations 
The question that Churchill and his likes 
failed to address was: for how long? 

At this juncture when the heels of the US 
and its UK vassal are planted firmly in the 
face of the United Nations Chomsky's 
discourse helps us to understand, with a 
melange of indignation and compassion, the 
roots of Churchillian aspirations and how 
this tragic predicament in the UN came to 
pass. For Ihe US caste oligarchy the conjunc¬ 
tion of Ihe Gulf war and the ignominious 
crumbling of the USSR have been public 
relations triumphs of sorts. They cannot, 
however, be translated into political kudos 
on the domestic front given the brittleness 
of the US economy: the mood of despair 
that Ijas seeped into the nation’s marrow; the 
protracted crisis of the global economy; the 
absence of any credibility abroad glimpsed 
in Bush's abysmal failure as a peddler in 
Japan. 

Disintegration of the boviet Union and the 
transition of east Europe to economic in¬ 
coherence under the fig leaf of 'market 
economics' has not given internallonai 
capitalism the stability that ns ideologists 
had promulgated. The smashing of the 
USSR has been matched by the parallel and 
relentless slide of US power, succinctly 
encapsulated in the words of a Japanese 
automaker that categorised the US economy 
as a sub-contractor. The victors of the cold 
war are Germany and Japan, a laci that has 
only just begun to penetrate Ihe national 
psyche. 

Together with his collaborator Edward 
Herman no one has demonstrated more 
trenchantly that the control ol public opi¬ 
nion, (what Walter Lippmann called the 
manufacture of consent) in the advanced 
capitalist countries is galvanised through a 
series of elaborate mechanisms engineered 
to maintain the fiction of ‘democratic 
freedom’; in contrast to the more trans¬ 
parently vicious manifestations exercised in 
most areas of the third world. 

Strategic theory and policy sciences 
deployed by the f^tagon and elevated to the 
status of a cult discipline at Westpoint and 
such state-terrorist organisations are supple 
instruments, rarely at a loss to provide the 


analysis to buttress Ihe required conclusions 
of the moment. In all cases such ‘strategic 
theory’ is anathema. For this reason it pro¬ 
vides the ideological crux for the praxis of 
state terrorism. 

Secieiary of state Cheney’s boast “that 
Castro and Saddam will not br hanging 
around for much longer’’ mirrors not only 
the current electoral fever of the enfeebled 
Bush machine, but is an ingrained terrorist 
reflex honed and developed over decades 
whose impact is explored in several of these 
essays. 

Unlike such former rebels as Jane Fonda, 
now wedded to CNN tycoon Ted Turner, and 
Norman Mailer that have come to terms 
with mammon and repudiated their ‘past 
mistakes’ and hence co-opted into the esta¬ 
blishment ranks, Chomsky continues to re¬ 
tain his dignity as scholar and combatant. 
It can hardly be expected that his work will 
be catapulted into the best-seller list as 
Mailer’s novel which exults the CIA and all 
Its works. Of more portentous significance 
IS this work will be studied intensely by 
thousands who seek to probe beneafh the 
filth ol presidential and corporate disinlnr- 
mation in their quest lor a deerx^r unBerstan- 
diitg ot the eonrplex lories shaping conteni- 
porary history 
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Poverty and Inequality in China and India 

Jim IVIalBun 
Mark Seldcn 

Thts paper reconsiders the relationship between development sLrath&es and poverty and inequality in China 
andjndia over four decades from the 1940s, with particular attention to the consequences of the shifts in strategy 
in the 1980s. The objective is to reas.sess the social and economic consequences of specific strategic choices. 


HLCiINNING in the I95(K, the contrast bet¬ 
ween ( hinese and Indian dcN’Clopmcnt paths 
demonstrated, for most analysts, the superio- 
itt> of socialism over capitalism in mobilis¬ 
ing resources lor rapid economic growth and 
ameliorating widespread dcstiiuiiun and 
poveiiy in predominantly agrarian post- 
colonial societies (Baraii 1957; Maleiihaum 
1959, Moore 1966; Weisskopl 1975a, Byres 
and Nolan I976j. This contrast imbued 
much of the comparative development lite¬ 
rature through the early 1970s with an un 
bridled optimism lor bold, mobilisational 
soluiions lo problems of underdevelopment 
and inec|ualiiy The .sinking disparities in 
industrial growth and the fate of the pooi 
indicted development strategies divorcee 
lioni structural transformations and Iht 
redisiribulion of economic resources. 

Oraipaiii. Chinese psriicy shills since 1978, 
iioiabl^ the lepudialion ol the collectivist 
aiili-markct siraiegv, have stimulated a fer 
tile reassessment ol the character and course 
>)l C hina'' deveh'pmeni In the wake ol these 
tai-real lung rclorms, particularly those in 
the areas ol agricullure and markets, and 
working wiih abundant new data, re-exanu- 
naiion*. ol the Chinese experience have 
debunked long-standing shibboleths |I.ardy 
1983, Harding 1987. Riskin 1987, Feucht- 
wang ct al 1987; Nolan 1988; Sclden 1988 
and 19921 While (.'hiiia's 1980s rclorms weie 
guickly championed by market enthusiasts, 
rc-earcher, are only begiiiniiig lo delineate 
thei' social consequences Moreover, com- 
paiisoiis wiih the efiecis ol iiiarkei dynamics 
in India, vvheie the scale and modalities'ol 
poverty have been exhaustively dcKumentcd 
as [K-rhaps in no other nation, ivmain largely 
unexaniincd. We believe this comparison 
coiuiiiues lo have particular relevance for 
conceptualising strategies of development 
and social change, as well as lor sociological 
theoiics ol .state and market 

T his paper reconsiders the relationship 
between dcvelopmcnl strategies and povei¬ 
iy and inequality in China and India over 
foul decades from the 1940s. with particular 
attention lo the consequences ol shifts in 
Miaiegy in the 1980s Oui objective is to 
leassess the social and economic conse¬ 
quences ol specific strategic choices 

LiMiiTj ANiy Oaifc< iivi s Ol thf 

Comparison 

One might have expected that the post-78 
Chinc.se reforms, reintroducing substantial 


elements of private cultivation and market 
forces, would rekindle interest in the trans- 
Himalayan compa'rison. However, despite 
occasional efforts, the reverse has been the 
case.' For astute observers such as Amartya 
Sen (1983. Dreze and Sen 1989), the sharply- 
drawn contrast has softened, and the im¬ 
plications appear less unequivocal. This 
reflects a fuller realisation of the .shocking 
debacles the punctuated Chinese policies, 
particularly the extent of famine and loss of 
life following the Great Leap, and the human 
costs associated with the Cultural Revolu¬ 
tion, both disasters that have no Indian 
parallels, as well as a reluctance lo accept 
industrialisation as the sme qua non of 
development. It also reflects scepticism 
about Chinese growth rates and greater con¬ 
cern foi ecological devastation and the en¬ 
during oppression ol gender and nationality, 
all themes that undercut claims for the 
superiority of Chinese achievements At the 
same time, fox some it is a product of a shift 
in the object of inquiry away from national 
liajectories, taken in lolo, and toward the 
structural teatures of a global world economy 
that contront and enmesh both siKialist and 
capitalist nations In addition, there is in¬ 
creasing recognition of the historically 
specific character and unique attributes of 
both China and India—continental in size 
and vast in population, with immense diver¬ 
sity, resilient cultural- institutions and a 
limited dependence on agricultural exports! 
constructing relatively broad and deep in¬ 
dustrial infrjsiruciures while employing the 
overwhelming maiorily of the population in 
agriculture These shared features of India 
and China, in contrast to most other na- 
iions, contribute lo reservations about 
presenting either as a model |Amin 1981 
tioiwiihsianding] for third world 
developmeiH. 

T hat China and India no longer exemplify 
socialism vs capitalism writ large reflects a 
fundamental shift in conceptualising stra¬ 
tegic choices in development. The wave ol 
enthusiasm lor market-oriented and even 
neo-lilieral strategies for economic devclop- 
meni that swept through both socialist and 
capitalist states in the tos has blurred the dtf- 
/freniiu specifica between competing social 
system.;. We Find little historical evidence to 
support the unilinear logic that divergent ex¬ 
periences of China and India over the past 
forty odd years followed automatically from 
'socialist' or ‘capitalist’ blueprints. It is 


essential to closely scrutinise the data on 
economic growth and living standards, to 
follow trends over a longer term, and (par¬ 
ticularly in the case of China) to assess the 
enormous social and economic transforma¬ 
tions to grasp broader dynamics of change. 
We see a need to return to historically 
grounded development theory which can 
better assess the impact of specific strategies 
ol development on long term, large scale 
social change. 

Huge comnari.sons of this order require 
reassessment ol conventional terminology 
and measurements. The most universally ap 
plied comparative concepts .seem patently in¬ 
adequate for gauging the economic perfor¬ 
mance and social consequences of Chinese 
and Indian development trajectories. Cate¬ 
gorisations such as ‘low inedme countries’ 
(World Bank), ‘underdeveloped economies’ 
(Rostow 19611 or the 'organic periphery' 
lArrighi and Drangcl 1986] that lump China 
and India with such nations as Mali, Haiti, 
Bhutan and Kampuchea, misrepresent the 
scale, complexities and dynamic of develop¬ 
ment processes, and slight the specificities 
of the stale and social forces shaping the 
giants of Asia.' Standard indicators, such 
as per capita GNP or per capita GNP 
growth rates, compound the deception, pro¬ 
viding misleading appraisals of success or 
failure. 

Consider the broad consensus which, until 
recently, credited China with an unequivocal 
lead in economic growth and per capita in¬ 
come. World Bank 11990, p 178) data on 
comparative rales of growth of GNP pel 
capita (1965-87, 5.4 per cent for China, 1.8 
per cent for India) reiterates this convention. 
Yet the data it presents are rife with con¬ 
tradictions and in the late 8(K the Rank 
reversed the rank order in GNP per capita: 
in 1988, S 330 for China and S 340 for India. 
This varies considerably from past estimates. 
The 1976 and 1977 World Bank estimates of 
Chinese GNP per capita ($ 400) were 
roughly double the current figure in real 
terms, while India’s GNP per capita was set 
at $150(37.5 per cent that of China’s) Ac¬ 
cording to Malenbaum (1982), when the 
Chinese per capita Figures were subsequently 
deflated, the estimates of the rate of GNP 
growth remained unchanged. If the current 
Bank’s growth rate and income figures am 
to be believed, China had half the Indian 
GNP per capita in 1965, and was "con¬ 
siderably poorer than the poorest country 
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in the contemporary [late 8{K) world" |Drc/c 
and Sen 1989, p 207). Ciivcn the scope o( ab- 
jotuie poverty in India at that time, and the 
consistently higher per capita food and in¬ 
dustrial production in China, this is highly 
implausible While some aytuie anaUsts sush 
as Dreze and Sen conclude from these in 
consistencies that judgments about telatise 
growth rates cannot be venlied (pp 206-07), 
we find abundant consistent evidence ol 
China's superior growth perlortiiancc 
Rather than working with probleniaiu (INI' 
data, our discussion pivots on iiioie icliable 
indicators of productivity niLluding growili 
rates in industry and agriculture, as ssell as 
assessment of public welfare 
The rough equivaleme of Chinese and 
Indian GNP per capita figures tail to reliesi 
the great dispanlv m the most important 
social indicators of development and wellaie 
By every major social indicator, C hinese In 
ing standards arc significantly better: since 
the late 40s, the improvemenis m cash 
measure have come (aster and been more 
widely distributed than m India and the gap 
continued to widen through the 80s Mow 
ever the national aggregates tonccal emit 
mous disparities within each nation In 
Kerala, literacy, life cxpcciaiicv, and inlani 
mortality rates are all comparable or slighlls 
belter than the nationwide Chinese figures, 
even though Kerala has a lower per capita 
GNP than the Indian average |l ranke and 
Chassin 1991, p 20, Drc/e and Sen 1989, 
pp 221-25], Attempts locoiisiiuci aliernalive 
indices, cither in terms of an overall measure 
of physical quality ol life or puichasing 
power parity, offer promising antidotes to 
the conventional cross-national compan 
sons, despite their cumbersome calculation 
and somewhat arbitrary characiei ' By 
these measures, both China and India ap¬ 
pear to perform far belter than by standard 
GNP indicators. The United Natrons Inici 
national Comparison Project quantified the 
enormous disparities between pci capita 
GNP and its purchasing power paiitv (PI’P) 
for 1975 Indian PPP per capita was ^ 22 
limes the ofliciai exchange based estimates 
(Kravis el al 1982. p 22| W hile < hina was 
not part of the itiinal ICP study grotip, 
Kravis |I980. p 86| estimated ( hmesc I'l’P 
per capita for the mid 7()s at almost double 
that of India I he most leccnl PPP esiimaies 
by the United Nations Development Pro 
gramme reiterate the rough 2 I dispanlv 
1987 per capita PPP ol S 2,124 loi C hiiia. 
vs India's $ 1,053 (UNDP 199(1. pp I28-29| 

If PPP figures belter reprcscui the real value 
of what Indian and Chinese iiuomcs can 
buy. they also reveal the siaggcimg scope ul 
poverty within each nalKin I he World Bank 
(1990, p 29) PPPcsiimates that in 198s these 
two states cimiamed well ovci hall ot ifn 
world's desperately imoi - 2.''() million 
Indians and 80 million Chinese' Vet the 
best alternaiiye index as well as the most 
straightforward scx'ial indicator requires m 
lerpictalion. it remains cnicial to dcicimiiic 
how compdrativc measures ot poverty and 
inequality reneci broader sc'cietal civnamics 


and trends, how these measures affect lived 
experience ol the respective peoples, and 
how stale pi'licics shape and. in luin, arc- 
shaped bv these |saiicins 

Our tocusis restricted to class and spatial 
divisions, pulling aside lor tulure research 
other lundamcnial social divisions, such as 
nationalities and gender We note m passing. 
hcHvcvci. lliat Itie scry loss tcmalC'male 
ratios which dislinguish India and China 
from most oihcr so>.k'Iics, lufi oi (xicii (whai 
•\niaiiva Sen has caticd the lOf) million miss 
ing women) srv oui foi lurthei icscaich 
especi-ills given the long-lerm Indian cUvfiiu 
in gender ratios through the 20th ceniiiiy 
and, pcihaps most disturbing, the shaip 
Chinese decline since the agriculiiir.il 
reloriiis ot the late 70s (on this last poini. 
Banister 198"’. p 40] ' 

( IIIN-\ IKCIM MriHil ISAI lUNAI 
C Ol I H I IV ISM to Housi not I) XN!) 

MAKKI I Rl MIRC.I Nt I 
< hma’s land retorm had a proloiind level 
ling etleci on land ownership and rural in 
come disiiibulion by cinnmainig tenancy 
and lured labour, strengthening the position 
ol landless .ind land pcxir, and creating com 
nnimlics ol roughiv equal small owner 
cultivators Beivseen the earli 1930s and 
1912 the pooiesi 20 per cent of households 


nearly doubled their share of income front 
MO 1 1 per cent while the share of the richest 
20 per cent fell from 42 to 35 per cent. The 
devile ratio, the per capita income ratio bet¬ 
ween the richest and poorest ten per cent of 
households, plummeted from 9.8:1 to 4.1:1. 
Overall, the gini coefficient for rural income 
distribution Icll trum 0.33 loO 22, indicating 
a substantial leduciion in income inequality 
resulting from land and lax reform (Roll 
1980, pp 35. 75-76. l.i Chengrui 1959. 
pp 60 63. Scldcn 1988. pp 140-41) Two often 
overkioisfci points about China's land 
reloiiii. Iiciwc'vci. requiie underlining. First, 
while eliminating concentrations ol private 
wealth. It pieseived intact small but signifi 
vain Ultra village diflcrcnces in per capita 
household land ownership, and larger differ¬ 
ences in income, resting on differential 
ownership ot drali animals and tools, 
lahoui dependent ratios, and skills in far¬ 
ming. sideline and market activities. Second, 
substantial spatial differences in income 
remainc-d unlcniched by land reform Follow¬ 
ing 1 1 Chengrurs dassilicaiion ol ('hina 
into SIX legions basetl on souniy per capita 
incomes, sve note lhai alter land iclorm in 
the early 5(ls poor-pcasaiil per capita in¬ 
comes m the iichest ..ciunlic-s (group one) 
were siibsianiiallv higher than rich-peasani 
incomes m the pocuesl counties (groups four 


Table 1; SELErirn iNoic AniRs oe DFVEioPMFrn 



Year 

China 

India 

Source 

Child mortality (under Five) per 1,000 live births 1945 

520 

430 

Navarro 


I960 

203 

282 

UN p %/97 


1988 

43 

149 


Annual rale of reduction (per c-eni) 

1960-88 

14 

2.3 


Infant mortality rate per l,<K)0 live births 

1945 

280 

203 

Navarro 


1965 

90 

150 

WB p 232 


1988 

31 

98 

UN p 146 

Low birth weight babies (per cent) 

1982-88 

5 

30 

p 146 

Maternal mortality (per l,00,0(X)) 

1980-87 

44 

340 

p 148 

Life expectancy (per cent) 

1960 

47 

44 

p 134 


1975 

65 

52 



1987 

70 

59 

p 128 

Adult literacy (per cent) 

1985 

69 

43 

p 128 

Male literacy (per cent) 


82 

57 

p 136 

Female literacy (per cent) 


56 

29 


ft:r capita GNP in S 

1988 

3.30 

340 

WB p 178 

Growth rate of per capita GNP 

1965-88 

5.4 

1 8 

p 178 

F^r capita GNP in PPP $ (purchasing power 





parity) 

1987 

2120 

1050 

UN p 130 

FVypulaiion below poverty line (millions) 

1977-86 

87 

394 

p 132 

Women as per cent labour force 

1988 

43.2 

25.6 

p 156 

F'er cent of population urban 

I960 

19 

18 

p 160 


1988 

21 

27 


(Projected) 

2000 

25 

34 


Population 

I960 

657 

442 

p 166 


1988 

1105 

820 


(Projected) 

2000 

1286 

1043 


Annual population growth (per cent) 

1960-88 

1.9 

2.2 

p 166 

(F'rojccted) 

1988-2000 

1.3 

2.0 


fcducation as per cent GNP 

I960 

1.8 

2.3 

p 152 


1986 

2.7 

3.4 


Health expenditure as per cent GNP 

I960 

1.3 

0.5 

p 148 


1986 

1.4 

0.9 



Sources- United Nations Development Progranunc, 1990, Human Development Keport, 1990, 
New Ybrk, Oxford University Preii; Vincent Navarro, 1989, Monthly Review, 41(1), 
June, 42; World Bank, World Development Report, 1990, NY, Oxford Univenity Pnw. 
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'.o six). While income differences within poor 
regions persisted (on average rich peasant 
per capita earnings were twice those of poor 
peasants), this was dwarfed by the 5:1 dif¬ 
ferential in average per capita incomes bet¬ 
ween the most prosperous and poorest coun¬ 
ties (Roll 1980, pp 75-76). 

Collectivisation and communisation in 
the years 1955-58 virtually completed the 
land reform process of severing the connec¬ 
tion between private ownership of land and 
other means of production on the one hand, 
and household income on the other. The 
substantial income differentials between 
landlords and tenants and between rich 
peasants and hired labourers ceased to exist 
Yet even after collectivisation, intru-village 
income differentials remained intad. Analysis 
of eight villages for which we have income 
distribution figures in the collective years 
(1955-78) discloses decile catios ranging from 
2.3:1 in the must homogeneous cummiimty 
to 10.5:1 in those where incomes were more 
skewed By international standards, these 
di.slribulioiis, with gini coelticients ranging 
from 0.16 to 0 31. are all relatively egalitarian 
jSelden 1988, pp 137-39] Mv survey research 
on one north China village, Wugoiig. in 
Hebei's Raoyang counts, suggests that dui 
ing the collective era the single largest source 
of inter-household income dilferentiaiion 
was the labourer, dependent ratio— more im 
portant than such lactors ,is skill levels, in¬ 
come from cstia-village or stale souices. 
income from agricultural oi sideline ac¬ 
tivities, parly membership or ollicial 
position 

Several observations arc in ordei coriccin- 
ing the intra-sillage income levelling that 
proceeded through land rcloi in and sollecTi 
visation First, its achievements lay priinatils 
in eliminating income and powei dispariiies 
rooted in diflercniial ownership ot land and 
other means of productisin, in establishing 
a subsistence floor, in expanding education 
and hehlth services widely ihroughout the 
countryside, and in making available a 
syibsiantial surplus that could be productive 
ly mvested. Individuals and households wcic 
guaianieed at the commuiiiiy level against 
dropping beneath a subsislciisc iiiinimum, 
with the sigiiilleant exception ol the period 
of the Great I cap Forwaid 11958 6t)| when 
flawed state policies lesulied in massive na¬ 
tionwide famine that broke the back ot the 
welfare system and lens ol mtllions starved 
to death However, despite ledistiibulion, 
and despite three decades ol high industrial 
growth rates and significant gams in agri¬ 
cultural productivity, the lutidamcnial pro¬ 
mise ol the collectives, to ushci in ‘mutual 
prospeiily’, was denied lo the majoiity II 
measured by signiticani gams iii per capita 
incomes, successes lematncxl coiiceiiiraicd in 
arca.s with rich natural endowment, suburban 
and other areas accessible lo major 
metropolitan areas, and model villages, 
perhaps one-sixth to one-fourth ol the rural 
population by our estimate Poorer rural 
areas shared broad wcllare gams in life ex¬ 
pectancy, education, health care and sub¬ 


sistence guarantees, but at substantially 
lower levels than prosperous regions in a 
system in which state subsidies were essen¬ 
tially reserved for the cities. 

High levels of inira-villagc income ec{uali- 
ly were accompanied by a number ol 
tcaiures ol collective life that were deeply 
resented b\ many and deleterious to econo¬ 
mic growrh and welfare: notably, the iigid 
adherence to gram first anti-market policies 
that in important instances undermined op¬ 
portunities associated with natural advan¬ 
tage, lor example by curbing production of 
comincrcial ciops and animal husbandly in 
areas that wete unsuiicd to grain, and hai¬ 
ring peasants from slack season oft larm 
employmeni and marketing. The stale con¬ 
stricted maiket and household enterprise, 
even in economic and service areas that 
neither stale nor collective were willing to 
pm sue. I he results included drying up ol the 
setvicc- secioi, curbing rural sidelines and 
othci suppirnienis to household income, and 
the shr.iik.igc or disappearance of local 
markets and fcsticals in the course of the col- 
Icciive era Viewed Irom within village com 
mimilics, land reform and collectivisation 
sharply reduced class metjuality rooted m the 
dillcienlial ownership ol land and the role 
ol the m.irkel. particularly in soulh and cen¬ 
tral ( hiiia where subslanliallv higher tenancy 
rates existed, it als(> provided an .nstilutiunal 
sliucliirc lor assuring subsistence and assur¬ 
ing high rales Of s.avings and investment Hut 
from the |x.-ispccioe of qualitative and quan- 
iilalivc improvcmeiils in income and con 
sumpiioii. aliovc subsistence, most people 
cxpciiciKcd little impiovcmciil 

Vv'iitic the liui.iiiiic on stralilicaiion .ind 
mcqii.ililv h.t. lo.iised on mlra-v.llagc and 
class dillcicniMiion. spatial issues provide 
an impoitani pctspeciive on the outcomes 
ol m'obilis.itional colleens ism and Ihesubvc- 
quciil coiiiiaciual and markei-uricnred 
rcloims ol itic I9X(K 1 and reform and col- 
Icclivisaiion Icli mtacl. and in many in- 
slJiKcs, louplcd with population contiul 
mcastiics. cxac Cl haled, spatial incqualilies 
These include inier-villagc. -county-regional 
and -piovincial, as we|l as coastal and in¬ 
land. and moiiiilam, hiM and plain patterns 
ol income inequality, legacies both ol the 
ccologv ol traditional China and the impact 
ol imperialism Our discussion ot these 
issues locuses on cily couiiirysidc difleren- 
iials Subsequeni stale policies, emphasising 
sell reliaiKC, resource extraction from the 
iiiial aicjs. the priority ol heavy industrial 
giowih. cuiistiamis on the market and the 
household sector, and particularly the fiopu- 
laiion rcgisiraiion and control system that 
bourd individuals and households lo land 
they did not own and could not leave, all 
tended to exacerbate urban-rural income 
dillcienlial ion.’' 

Ihe registration system, in conjunction 
with elaborate rationing mechanisms that 
restricted food purchases in the cities to less 
than 20 per cent of the Chinese population 
with urban registrations, and imposed light 
restrictions on jobs and housing in the years 


after I960, formalised and froze the popula¬ 
tion in fixed, hierarchically ordered sectoral 
positions: city over countryside, a hierarchy 
of urban places arranged from small towns 
at the base to enormous conurbations at the 
apex, and intra-rural disparitin based 
primarily on proximity and access to urban 
areas The registration vysfem confined in¬ 
dividuals to residence and work in the village 
of their birth or, in the case of married 
women, the rc.sidcnce of their husband, it 
barred relocation of rural people coveting 
the benefits associated with urban status and 
Slate jobs, and controlled traditional flows 
of seasonal workers and even the destitute 
fleeing famine 

China's stale-controlled spatial hierar¬ 
chies. with IIS benefit and welfare structures 
favouring urban state sector workers, pre¬ 
vented the growth of the fesiermg slums and 
refugee settlements that have proliferated 
throughout third world urban areas includ¬ 
ing India 1 he other side ol the com, how- 
evcf, was that the most s»"vcre manifestations 
of Chinese poverty jvcrc conlined lo the 
rural peripheiy Whereas Mao called for 
overcoming the urban-rural gap. the system 
created widening urban-rural, stalc-collcc- 
tivf, and intra-rural spatial inequalities 
measured in terms ol iiisoivic. educational 
opportunity, services and wcllare (Selden 
1988 and 1992. Friedman, I’ickowic/ and 
Selden 29911' 

Fora subsiaiilial majorils of coliccliviseo 
rural people, two dectides ol high accumula- 
iioj;i, increasing laboui expenditure, and 
political turmoil brought gams in lileexpec- 
lanc 7 and subsistence securiis but lew tangi¬ 
ble income ot consumplion gams Many, 
including lormer independent cultivators 
and those living in rural poverty zones, ex¬ 
perienced losses incldding the shrivelling ol 
markets, the loss of sideline and off-farm 
income, the virtual disappearance of cash, 
declining lood availahiliiy, and attacks on 
cultural norms, such as marriage and burial 
customs, reheious practices and festivals. A 
substantial minority, perhaps one quarter o. 
the rural population, experienced net 
decTines in per capita income and consump¬ 
tion in the decades tollowing collectivisation, 
and many more lived at income levels barely 
comparable to those that existed prior to the 
founding ol the f^nsple’s Republic. Declining 
and stagnant areas included many tradi¬ 
tional hard-core povcris /ones, mountain 
and hill regions, aicas remote Irom modern 
transport or cities, as well as IcK'alities whose 
livelihood traditionally rested on income 
from marketing, sideline enterprise, com 
mercial crops, animal husbandry, and so 
loilh, occupations restricted by the state dur¬ 
ing these decades ol grain fit si scll-rehancc 
and anti-market collectivism 

While income and nutiitional levels in 
China’s cities are among the most homo¬ 
geneous in the world (gim coefficients of 
0.16 in 1981, compared with 0.42 in 1975-76 
for India), rural averages conceal quite 
substantial intra-rural inequalities ol income 
and services (Riskin 1987, p 249). In 1976. 
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onc'fourth of all teams (24.2 per cent) had 
per capita distributed yearly collective in- 
comes below 40 yuan, the state’s ofricial 
hard-core poverty level, and an additional 
18.6 per cent were under 50 yuan. These 
flgures for the collective income of the rural 
poor consisted essentially of the value in 
kind of gram and other collectively produced 
goods. These poorer communities enjoyed 
only the barest subsistence, and little hope. 
In the years 1977-79, 221 counties with a 
population of 88 million people, had per 
capita collective distributed incomes below 
SO yuan in all three years (Vermeer 1982. 
pp 25-29; Risk in 1987, p 2331. By 1980, prioi 
to the contractual relorms, roughly 100 
million rural people lived on per capita an¬ 
nual grain rations of less than 150 kilograms, 
providing caloric levels of barely 1,500 
calories. Many of these people lived in 
remote hill and mountain areas where then 
livelihood had scarcely improved since land 
reform. 

As Peter Nolan has observed, (.'hina’s 
agricultural performance in the collective era 
was quite good, if erratic, with respect to 
produciivity of land; it was poor with respect 
to labour productivity, and bad with respect 
to capital productivity (Nolan 1988. p 771. 
And, we add. it provided few iiKomc or con¬ 
sumption gains commensurate with higher 
productivity to China’s rural population. As 
numerous analysts have stressed, posi-1978 
performance, measured both by growth rales 
and increased rural income, improved subs 
tantially following a shift in the primary em¬ 
phasis from agricultural collectives to con¬ 
tracting households and the enlarged scope 
of the market. China’s gram producliviiy 
rates nearly doubled in the )980s compared 
with the performance during the colleciive 
era. Most major non-grain crops and loods 
did even better, tripling, quadrupling or bel¬ 
ter the growth rates of the preceding decades, 
making possible sub.stantial gains in the 
quality and variety of the Chinese diet 
[Selden I992al. 

These gains, widely touted by government 
and foreign proponents ot the reform, re¬ 
quire careful assessment. While western 
analysts have been prone to credit pioduc- 
tivity gains to the shift from the collective 
to household contracts and the growth of 
markets, much was attributable to a range 
of policies and technological advances that 
might well have been implemented without 
fundamental change in the collective charac¬ 
ter of the rural economy The best esainple 
of this IS the 50 per cent hike in state pur¬ 
chasing prices between 1979 and 1981, a 
windfall for farmers and a powerful stimulus 
for agriculture. Similarly, the rapid growth 
of non-gram crops, of rural sidelines, and 
rural industry which provided new souices 
of jobs and higher incomes could all have 
been accommodated to a significant degree 
within a collective framework. The slate's 
decision to produce and make available to 
rural people a wide range of consumer 
durables from bicycles to sewing machines 
to TV sets, likewise requited no change in 


collective institutions. 

We note, moreover, that while grain out¬ 
put and per capita increases in grain in the 
80$ compared favourably with those of the 
collective era (1955-80), the latter gains were 
comparable to the already impressive gains 
of the years 1965-79. Stated differently, im¬ 
portant technical foundations for modern 
agriculture and high growth were established 
in the 60s and 70s, well before the contrac¬ 
tual reforms of the 80s. Between 1970 and 
1980 the number of tubewells more than 
quadrupled from fewer than 6,00,000 to 
26,00,000; rural electricity consumption 
tripled from 9.6 billion to 32.1 billion 
kilowatt hours; and China for the first lime 
imported large quantities of fertilisers and 
built the first 13 large-scale synthetic am 
monia/urea complexes using U.S technology 
(Stone 1990, pp 70-7li 

In the 1980s the primary source ol rur.il 
income shifted dramalicallv from ihc collec¬ 
tive to the household and from pram pro 
duclion to non-staple crops and paniculat 
Iv to industry and commerce Rural iiicoinc 
derived Irom collective souiecs fell lioin W> 
per cent in 1978 to sliphilv less than Id pet 
eem in I98*f with income liom household 
piodnction accounting lor 81 jicrcent ol the 
lotal in the latter year In 1986, the value ol 
village and township enterprises surpassed 
that of agriculture, and by 1988 they ac 
counted for a gross outpiil value ol 701 
billion yuan, 58 per cent of unal rural output 
value (Slate Statistical Bureau 1990a, p IS) 

In short, the lelorni package produced ac 
celeraled giowih in non-gtain crops .mil 
luial iiidusliv and civmnierce, as well .o 
assuiing large income ind eonsumplion 
gains in the 1980s (Jlliciai esiimaiuh ol leal 
rural pei capita inecmte based on sample 
surveys assert a leap ol iiioie than iwo-and 
a-hall lold Irom 1978-85. 1 hese liguics 
almost ceriainic contain an upward bias, 
howevei. and the pioeedures used to value 
scll-eonsuiiied agriculiur,il production have 
not yei become available lot sciulinv. noi 
has the eocerage or delmitions used m the 
sample suivevs been spccilied W’e agiee with 
Riskiii (1987, pp 292 93| and .Marim (1990. 
p 2721 that the state's per capita income 
figure inerils eonsidciabic dcnalioii Ncvci- 
iheless. alter 1978 income gains have been 
siibsiantial in a variety of areas, in ciops, 
agricultural sidelines and rural indusliy. dial 


1953-57 295 
1958-60 258 
l%l-64 244 
1965-69 274 
1970-74 291 
1975-79 314 
1980-84 354 
1985-89 369 


Sources: State Statistical Bureau 1986, 1990a. 


together contributed to a doubling or better 
of real rural income by 1989. 

This surge in real income for the rural 
majority, translated into improved food, 
clothing, housing, and the purchase of newly 
available consumer durables, is among the 
most impressive material accompfishments 
of the first decade of the reform era. But 
who gained? Substantial income gains were 
made across the board, reaching many 
poorer hou.seholds .and regions as well as 
those at the middle and upper ends of the 
spectrum. Although (he gams bypassed cer¬ 
tain of the most destitute remote commu¬ 
nities (Ungci and Xiong 1990], from the late 
80s signilicaht roadbuilding and other pro¬ 
grammes successlully targeted significant 
hardcore poverty areas that had been pre¬ 
viously bypassed [Zhu and Jiang 1990). The 
fclorms have made possible both concentra- 
iions ol private wcalih on a scale beyond 
unvthing discei niblc in ihe ci'llective era and 
signilleant gains at the low income end ol 
the scale. Ciini coellicicnls on rural income 
rtvse steadily ihroughoiil the early 1980s, as 
predicted by all international observers. Sur¬ 
prisingly, however, beginning in 1984 the 
Mend was revciseU and by 1988 ginis Ol 0.231 
were just marginally highei than the 1978 
figure ol 0 228 We hypoihesise that two lac- 
lors conirihuted lo reduced rural income in¬ 
equality. These were, lirsi, the large-scale 
population inoveineiu Irom counlrysidc to 
.ily and lioin poorei lo more piosperous 
rural areas, cotitribuiing lo economic growth 
and reduction in spatial inequaliiies Second, 
the rapid iiulusinalisalion of the eouniryside 
appeals id have had siinilat eflccls. Until 
more is known about the income sampling 
proeediiies, however, these must remain 
hypotheses. Ii appeals ihai wilhin less than 
a decade t Inna cvpericined a remarkable 
decline in hard-coie poveriv while holding 
income ine(|ualitv to rcl.iiivcly low levels and 
even icducing urban rural inequality 

Iwo (iihei signilieanl paiteins of spatial 
and class ditlerenlialtoii heat mention. In 
theeaily I95(ls woi kers enioyed income ad¬ 
vantage's ol uppioMinaiely 50 per cent ovei 
peasants, bv the late 1970s workci ineonics 
(inelticling subsidies! weie worih four lo six 
times those ol ))easanis (Selden 1992). The 
less than 20 per ceni ol China’s labour force 
employed in ihc siaie scelor enjoyed cradle 
to giave hcallh and welfare benerns unavai¬ 
lable to those elassilicd as peasants, that is 
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people who lacked a slate sector job and an 
urban registration, including large numbers 
of rural residents employed in temporary or 
contract jobs in cities and towns. The 
registration, rationing, and population con¬ 
trol systems in place from the 50s, were the 
institutional sinews that protected the signifi¬ 
cant advantages of workers and cadres over 
rural producers, and of the city over the 
countryside in this two-licr system. In the 
first half of the 80s, rural incomes rose more 
rapidly than urban incomes for the first time 
in a quarter century and the urban-rural in¬ 
come gap narrowed. At the same time, 
however, in the absence of elfeclive redistri¬ 
butive measures such as equitable taxation 
or a national welfare system including the 
countryside, in the 80s certain inira-rural 
spatial differentials, particularly the income 
advantages enjoyed by coastal over inland 
areas, and by suburban over hill and moun¬ 
tain regions, grew subsijiuially more 
pronounced 

The relorms of the 80s built on the foun¬ 
dations of a decade of high growth in grain 
production and extended this to substantial 
increases in agricultural, industrial and com 
mcrcial activities. Where earlier gains iii pro¬ 
ductivity nl land had brought lew advances 
in rural per capita tncoine, income and con¬ 
sumption gains in the KOs were commen¬ 
surate with rising prodiictivity both of land 
and labour as more than 70 million farmers 
left the land loi jobs in industry, services and 
commerce, many of them in cities and Icrwiis 
At the same time, the relorms gave rise to 
pressing new problems ol which the most 
critical by the late 80s weie the lolIow,iig. 
the decline in agricultural investment and 
collapse ol infrasiru'.turc as collectives 
vsithei and households choose cither to coii 
.sunic the lion's share ol higher incomes or 
to invest III industrial or commercial ac¬ 
tivities that piomise lat highei returns than 
agriculture, class polarisation, specifically 
llic emergence of new classes ol entre¬ 
preneurs and hired labourers, a veritable 
capilahsi-proletanal pairing growing rapidiv 
III urban and particularly m rural indusliial 
and cummeicial seclcrrs; rampant environ 
mental desiniclion as individuals seek to 
maximise shorl-riin profits in an environ¬ 
ment ol uncertainty aboui the future t>f the 
reforms, the most serious infialion in tour 
decades peaking in 1988-89, and majot set¬ 
backs to the birth control programme and 
to rural education and health .services, all 
directly related to the collapse of the collec- 
•ivc m many localities [Selden 1992] By the 
early 1990!i, some of these, such as inflation, 
had been controlled, but others, such as the 
decline in agricultural investment and grow¬ 
ing class polarisation, continue to intensify. 

In contrast with the countryside, the at¬ 
tempt from the mid-80s to implement far- 
reaching reforms in the urban industrial set- 
tor, which constitutes the core of stale 
economic power, faced significant opposi¬ 
tion. Wc nevertheless note certain new forms 
of stratification in industry and the cities 
Beginning in 1986 reformers moved to 


replace lifetime employment with a system 
of mulii-yvar contracts. The system thus tai 
has been applied principally to new siaie 
employees By 1989 just 8 per cciil ol sl.iie 
employees were on temporary or slioii-ierm 
contracts. Rclormcrs also sought to link 
wages and bonuses to individual, workshop, 
and factory performance, and to cui bask 
on state responsibilities for costly wellare, 
health and relirenieiil measures, while mak 
ing enterprises responsible Icir then own pio- 
fils and losses At this writing, the ovei 
whelming majority of stale woikers continue 
to enjoy liteiimc employment and, m the 
absence ol a bieakthiough lo'teordct C'hin.i’s 
archaic price system, enlei prise autonomy 
has made hlilc headway 1 lu "iron rice 
bowl” that industrial rcloims set out to 
smash remains m place even it its lustre has 
been tarnished ^ei giowiiig numbeis ol 
urban workeis ,iis outside the stale seiloi 
mcliidiii!! Ill I'tSK J5 million woikers m 
urban collcslives and 7 million lenignised 
indivioaal labouieis out ol an urban Ijboui 
lorceof l-tf million jf/iungev umf/Jeir/o/i 
men! m ( hum. /V-/V /VJIV, p 22fj. and these 
figures prohabls exclude millions ol leiii 
porars and contrast workers Moreovci. 
women have cvpciieneed glowing dillicullv 
111 securing uihan emplosmeni, parliciilarlv, 
but by no means cxclusiveb, m [irivate sectoi 
enterprises 

By the late X(K, il relormei s lu J tailed to 
translorni finul.rmcnialK the i h.ir.Kioi ol 
Ihc stale set loi, woi keis had nevci ihclcss ex 
pcricnced the erosion ol then relative income 
and status positions I oc'king out lioni ilu 
subsidised bin i!ainix.-(t ap.irtinenis iii which 
Ihcy lived, WOI kei' saw iwo aiul ihree siorey 
homes of rich peasanls rising in the snliurhs 
while ihe meJi.t tnim|ieied i.ihs ol millio 
naire enlicnteiiri.is in the priv.iic scmoi 
Slones spic.id iPviiil the lavish lilesivles ol 
leading cadres .oid Iheir children, ,md ol cor¬ 
ruption in high pliUcs I'eihaps most impoi 
lani for sowing (liscoiiieni .ind a sense ol 
svslcmic ciisis. in 1988 and I98U inllation, 
reaching levels cil at least 20-to pet cent 
sharply cut the vjl.ieol woikcr incomes and 
lindcrnuncd morale I he deiiiocralic move 
ment in the vpring ol 1480, spearheaded bv 
intellectuals and siudcii's. w,is able l(> draw 
significant support fioiii workets and olhci 
urban cili/ens aficvtcd bv mounting lolls of 
innation, olficial corruptloii and deep public 


Income by Source 

Ibtal net income (yuan) 

Income from collective 
Income from joint ventures (lianheti) 
Income from household production 
Other income excluding loans 


malaise. As these and other problems 
became acute in the laic half of the 80s, Ihe 
refoims stalled and, particularly in the wake 
ol the June massacres ol 1989, there were 
signs thai they might be substantially 
levelsed 

Ihe relorms ol the KOs broke the long¬ 
term stagnalion-in per capita rutal incomes 
and eoiisunipiion of the collective era, 
reversed the glowing urban-i ural gap. They 
stimulated the growth of rural industry, 
agriculture and cunimetce, and brought 
gams to the rural pcior, reducing the urban 
rural inccvme gap I hey also generated in¬ 
tense Irielioiis and conflicts in Chinese socie¬ 
ty. and when agnculiuial growth slowed and 
unemplovincnl and inflation soared in Ihe 
laic 8Cs. the regime oiicc again found it.self 
at an /m/>irvv(> which continues today; 
whether to pics, .ihead with rcfoiin or to 
iiglileii iis giip via lecollc'ciivLsdtioii. market 
lomiols and .1 laigci slate pl.imiiiig function 
contiiiiies to divide the leadership " 

INOI-X ^M) ( HINA < OMI'AKISONS 

In cciiiliast With the C hinese cxpciicncc, 
Ihc pace ol Indian land letoi ni was glacial, 
andats impact l.irgclv restricted to /.ainin- 
daii abolition, with only minuscule rcdislri- 
hiiiion ol lainl I loin Ihe oi.iisei. Ihe legalis¬ 
tic, adiiiinistialivciy driven relorms wound 
a loiHiotis roiMe through provincial legisla- 
liiics and eoutls Delayed by successive 
pailianienlarv and legal challenges, and in 
the .ibscticc ol clicclivc peasant mobilisa- 
iion, tin icloims weic commonly ciic'um- 
venled bv liansletimg title, but not actual 
eonliol, ol l.iiul lo extended km relations or 
siiboidinales Legislation designed to 
guaranice rights of Icmirc actually made il 
less seeuie. lot landlords shitted customary 
leases Irom long lo short, annual to 
seasonal, wniicn to oral, and formal lo in- 
lorm.il IJoshi 1974, p 1.)9) -Ihe provisions 
ol the tenancy relorms were so qualified lo 
picseivc Ihc prerogatives ol owners, or 
su|x’rioi (often non-cultivaimg) tenants, that 
cultivating tenants lost more land than they 
.icqiiired jkoiovsky 1964. p 139; see also 
H Sen 1915. Neale 1962; .lannu/i 1974; 
Herring |983| Ceilings on land ownership, 
grudgingly enacted in each state by Ihe early 
60s, made only the smallest impression on 
the inequitable concentration of land 


1978 

1983 

1986 

134 

310 

424 

88 (65.6) 

36 (11-6) 

36 (8.5) 

0 (0.0) 

I (0.3) 

3 (0.7) 

36 (26.9) 

245 (79.0) 

345 (81.4) 

9 (6.9) 

28 (9.0) 

40 (9.4) 


Notes- (a) Based on sample surveys of 6,095 houiehoids in 1978 and 66,836 households in 1986. 

Other income refers to remittances from household members working outside the 
village, payments for labour contributed to public works project, and state remit 
tances for ilisabled servicemen, etc. 

(b) Figures in parentheses are percenuges. 

Sources Thylor and Hardee 1986, p 89; State Statistical Bureau 1987, p 105 


Tabi.i 3: Nei Per Carita Peasant Income in China by Source 
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resources.'^ While Chinese tenant tarmers 
and agricultural labourers benefited 
significantly from a redistributive land 
reform, bringing their per capita land- 
holdings to levels just slightly bcloss those 
of owner cultivators, ihe marginal rural poor 
were largely bypassed in India’s land reform 
The legacy of a failed land rctorm has 
been the perpetuation of grossly inequitable 
access to land and the proliferation of 
microholdings, comprised of scattered plots 
of some small fraction of a hectare |for 1980 
figures, sec Centre for Monitoring the Indian 
Economy, 1985, p 71 j By IWO, we estimate 
at least 100 million operational holdings, 
with over 60 per cent of total holdings under 
one hectare in size scattered among 4-8 plots 
In post-reform China, households averaged 
8-12 mini-plots, with total household 
contracted area considerably smaller than 
the Indian norm Yet Chinese microholdings 
were distributed iai more equally, tanners 
achieved significantly highei lesels ol pro 
ductivity and higher rales ol growth were 
sustained in China throughout the KOs 
In all probability, land concentration in 
India is significantly higher than indicated 
by the national aggregates, given rampant 
underreporting of land resources by the rural 
rich (espiecially allei left-led land grabs and 
the prospect of more rigorous ceilings since 
the late 60s), and the usual problems of cen¬ 
sus definitions that allow land distributed 
to each member of a family to be registered 
as a separate holding " Even in the 70s, 
when poverty-oriented national priorities 
progressively lowered ceilings and strcamlin 
ed administrative processes, land ledisiribii 
lion to landless or land shori cultivators 
failed to move olf dead centre '■* Ironical¬ 
ly. Ihe .successive lowering of ceiling levels 
on landownership was more than matched 
by diamatic downward revisions in oilicial 
government estimates of the amount of 
surplus (above ceiling) land available.'' 
Moreover, the thrust of the green revolution, 
the introduction ol new technologies and 
greater capital intensity, generates, on the 
.same si/e holdings, often within the same 
village, widely divergent household incomes 
and social relations, thus c.stablishing a new' 
dynamic ol inequality in the couniryside 
India's green levolution reprc-sented a bet 
on the strong, channelling capital-intensive 
inputs to those in the most favourably en¬ 
dowed areas who would best be able to 
market agricultural surpluses While heavy 
Chinese investment in water conservancy, 
chemical fertilisers and high yield varieties 
in the 60s and 7()s also locuscd on the most 
promising localities. ii did not produce the 
intra-village ditfcreniiaiion that occurred m 
India. But while initial assessments indicated 
that the new technologies piineipully bene 
filed those with superior resource endow 
ments—access to credit to irrigation, to 
storage, and to the instiiiuions and olfieials 
who disseminated intoimalion |Rao 1975, 
[>a.sgupla 1977]- subsequent studies reveal 
a more comples dynamic, linked lo cropp¬ 
ing patterns- .ind agio-ehmatic variations 


jBrahladaehar 1983], that has inhibited a 
simple polarisation of rural communities 
along class lines, even as ii has consolidated 
the power of a rich peasantry [Byres 1981] 
Moreover, the green revolution strategy 
significantly exacerbated the regional 
variability m agnciihurul production and 
labour prodiictiviiy '' 

I he rapid cvp.insioii ol high yielding 
v.irielics ol wheal in a lew northern slates 
Iroin Ihe mid-60s lhal exemplified Ihe pro¬ 
mise ol Ihe green revoluiion depended on an 
aggressive stale procurement programme 
ihal mjiniauied high wheat prices m those 
regions "■ In the 7tls and 8()s, growing slate 
involvement in the determination of agiicul- 
lural piiees, cither directly through procure¬ 
ment or guaranteed price Boors, or indirectly 
Ihioiigh a panoply of skyrocketing subsidies 
(most notably lor fertiliser, but also lor 
irrigation and electricity), poliiicised 
agiKiiltiiral markets and fuelled the spicad 
ol volatile (K’asani movemenis pressuiing the 
stale lor price eonvossioris Stale fisval con 
sliaiiils clearly impv>se limits on the con 
tinned expansion of green revolution style 
cullisaiion, as seen in the fall in new publiv 
sector irrigation pioiccts in the 8(K lhai coii- 
Irihulcd lo an M pet cent decline in gioss 
capital lormaiion in agriculture trom 
1980-81 to 1987-88 jShetty' 1990. p 390] 
Stale acquisition ol enoimoiis butler slocks 
of gram Irom a lew suiplus legions diim 
mshed (he spectre ol mass starvation oi 
dependence on massive food impoiis, bin 
average levels ol consumption do not apiK-ai 
to have sigmlicunlly improved 

It Indian agiivullural growth has icinain 
cd lacklustre, new cropping pallein-. and 
methods ol cultivation, the leiiuiivc on 
industrial inputs and the growth ol new in 
slitulions and sideline activities have uii 
equivocally revamped the i ural economy 
‘High-caste’ grains (wheat, rice), eclipsed the 
coarse grain varieties (lagi, hajra, jowar) and 
pulses that traditionally constnuicd the 
staple diet loi much ol the poor-" I he 
countryside purchased increasing quaiililies 
of producei and consumer goods fiom the 
industrial scclor. C hemical lertihser von 
sumption skyrocketed Irom 4.9 kilograno 
per hectare ol gross cropped area in 1964-65 
to 61.9 kilograms m 1988-89, though this le- 
mains less than one-third the average 
amount ol feriih.ser per heciaic used tii 
China [Marwaha 1989, p65j. The total value 
of modern agricultural inputs, including 
chemical fertilisers, pesticides, dic.scl fuel, 
machinery and the like, rose by over 250 per 
cent 111 real terms between 1970-71 and 
198,3-84 The demand for non-agncullural 
consumer goods rose from 35 per cent ol 
rural consumer expenditure in l%7-68 to 47 
per cent in 1983 jThamarajakshi 1990, 
P ASOj Access to institutional credit, 
through cooperatives or banks, and to a net¬ 
work of extension services and marketing ar- 
langemenls, have increasingly lied agricul- 
lurul cultivation to wider circuits of ac- 
cuinulalion. Rural employment diversified, 
hut at a far more gradual pace than in 


posi-78 China: crop production’s pre¬ 
eminence in Indian rural employment 
declined from nearly 80 per cent of the 
workforce in 1972-73 lo 72 per cent in 1983 
[Thamarajakshi 1989, p A7]. As in China, 
the non-agriculiural rural workforce has 
been disproportionately malc.^'. 

From the outset, Indian development 
strategy never presumed lo close the gap bet¬ 
ween rich and poor, ‘equality’, so the piwail- 
ing wisdom went, ‘is a luxury that only a 
rich country can afford’ [Sen 19W, p 70], 
In the mid-7{K, the concentration of 49 per 
cent of national income among the lop 20 
per cent ol households (with only a 6 per 
cent share among the bottom 20 per cent) 
was even more skewed than income distribu¬ 
tion in China in the early I9.30s [World Bank 
1987, pp 112-13], Small-scale surveys found 
that increasing disparities in farm income 
engendered bv green revolution-style 
agiatiaii developnicnl esaeerbaied income 
iiieqiiahlies in Ihe counitvside [Paul 1989, 
p 157, (iariiell 1981] However, nation-wide 
eonsumption siirvevs conlouiided the expee- 
laiion. lollowing Ku/ncis |I955]. that in- 
diivtriahsalion would inciease imoine in¬ 
equality Most studies ol Nalion.il Sample 
Survey data (Saima 1973, Miinevland Hhal- 
tacharya 1974. Kumar 1974. Sundtiini 1987) 
found a small il sicadv decline m the gini 
coelficieiii ol convumpiion expenditures 
through the mid-7(ls. It is signiticani lhal 
this decline in inequahtv was due in pan to 
r/s/rtje share of food, especially loodgiains, 
III consumption expeiuliluies, ihc relatively 
rich as well as the pool Acre spendiny a 
growing pio|ioilioii v)l then iiiconies on 
basis iiccessil ICS, wtilth tend lo he inoie 
equally toiisiiiiied, espectails in urban aicas 
will] exlciisivc publit disiributuMi ssstciiis 
ISuiidrum 1987, p 152] Moieovei. the NSS 
esiimaies ol consumption expeiidiluic were 
widely recognised to under state inequalities 
by neglecting upper-income purchases ol 
consumer durables, and gencrallv under¬ 
estimating non-loodgrain consumption ■' 
from the late 60s, rural poverty the 
(Krceniage ol the rural population helow the 
otficial povctly hue, a.s measured by the con¬ 
sumption cxpeiidiluir data ol National Sam¬ 
ple Survey-- became the pie-crnineni 
measure ol the success ol Indian develop- 
mcni strategy and. in particular, of the green 
revolution jSrinivasan and Bardhaii 1974, 
1988; Sasiry 1980, Thakur 1985] lamila- 
iions inherent in the official povcity 
measurement as well as available aliernaiivcs 
caution against an over-reliance on any 
single measure, especially one generated 
Ifoni slate statistics on the basis ol minimal 
cost, lot an as.sessment of changes in rural 
living standards.'' Nevertheless, while the 
percentage of the population m poverty, and 
the pace ot change indicated by any given 
estimate varies depending on the base year 
selected, Ihe reference period and price 
deflators, most analysts suggest a decline in 
Ihc scale and seventy of poverty in the laie 
7()s and early SOs [Ahluwalia 1985, p 60; 
Dandekar 1986. p A96; Min has el al 1987, 
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p 38; Kakwani and Subbaro 1990, p A3| II 
the procedures employed in ofricial cstmiaic\ 
grossly overstate the gaihs, there is little sup¬ 
port for the charge that the green rcvolulion 
has led inexorably to greater inequality and 
absolute immiserisation of an increasing 
proportion of the rural population Yei ihc 
scale of abject rural poverty remains stag 
genngly high, near or above 250 million peo¬ 
ple in 1983, far more than in any other coun¬ 
try, and by many estimates, a figure which 
has yet to decline in absolute terms. 

A key dillcrence from the Chinese 
experience is the proportion of agricultural 
labour households who disproportionaiilv, 
though not exclusively, constitute ihc rural 
poor. Although there are enormous dis¬ 
parities in the overall rates of poverty and 
the incidence of poverty by household type 
among the major Indian stales, in all regions 
agricultural labour households have ihc 
highest propeiisiiv lo be in poveriv |l)cs 
1988, p 17| Yet, as m China both in the col¬ 
lective and retorm eras, variations in the risk 
of poverty arc substantially grcatci belween 
regions (Bengal's incidence of poseriv was 
SIX limes thal ol the Punjab in the late 7()s 
and early-8(K) lhairbetween the national ag 
gregaiesol household types Sell-employed 
cultivators constitiilc over a third of the loial 
of numbers below the poverty line, and their 
risk ol poverty in central and north east 
stales is higher than that lot agrisuliiiral 
labour households in other slates most .il- 
lecled by the green revolution 

As a proportion ol riiial households, 
agrtculiuial labourers incitased duiiiig ihe 
gieen resolution cia, liom 21 S pet ecni 
(I9(>.'*-M) lo 30 4 per scni (NKt). whik ibcii 
risk ol psiveils edged upwards. Itoin louehls 
52 pci cent to 64 jiei cent il)ev I9SS, p 1'. 
Bardhaii I98S, p 80, Woild ll.iiik I9h9. pWli 
Ihc lailureol land retoim to tni(iaii an cii 
litlcmciil to .1 large segment ol the iiii.il 
populatuin lell iheni espcci.ills sulner.ihic 
lo impoveiishmcnl Yet the risk ol poscils 
lor agricultural laboui households depend 
ed on the overall mix ol income souucs 3 
s.ibstantial proportion ol those households 
thal are priniatilv depended on agMciiliui.il 
wages also rely on sell cultivation, iion-laiin 
wages, and common propcriv res.>uices Ihc 
cioss-eiilling innueiices ol these l.ictoi- 
shape ihe vulnerability lo, and char.ictei ol 
poveriv tor agricultural labour households 
Nationally, real daily wages ol iii.de 
agricultural labourers declined signilicaiiiK 
liom the mid-()(;s through ihe iriid ’Os. 
before rising again from the laic 70s to the 
mid-80s, along with the pailial closure ol 
gender wage disparities in most states | lose 
1988. pp A48-A55, World Hank 1989. 
pp 172-74). However, real nTeome ol the 
agricultural labour household is heavily 
dependent on the amount of work available, 
the presence ol allernative einplovmeni 
opporiunilies, and common property 
resources. There arc many indications that 
ihc average amount ol wage employment in 
agricultural cultivation declined from ihe 
onset of th^ green revolution, while the 


unemployment rose jK Bardhan 1989, A37. 
Jose 1978) By the early 80s, 85 per cent ol 
the rural labour market was casual labour, 
hired on a daily basis jWorld Hank 1989, 
p 611 In such an environment, marginal 
plots provide a major source ol supplemen¬ 
tal income and sigmlicanily icduce an 
agricultural labourer’s risk of absolute 
poverty, partly due lo direct production 
txrssibilities (crops, (odder, tiecs), and partly 
due to indirect advantages: access to credit, 
helping agricultural labour lo maintain a 
wage floor, serving as ciiiical reserve m years 
ol bad harvests, or as a morigageable or 
saleable asset dining crisis jAgarwal 1988, 
p 533, (.lailia and Ka/mi 1981, cl 1 ipton 
1985, pp 8 |7| 1 he appallingly rapid deple¬ 
tion ol loresis and common property 
resources has pm additional pressure on 
agriciiliiiral laboiiiets who disproprrrtionate 
Is depend on siish resouiccs -■* 

I hcdtihnc Ml Ihc peiscntagc ol the iiii.il 
populatuin bchiw iheptwetly line should be 
viewed m tvvo ways. f)n the one hand, given 
the rclaiive ptue stability in foiidgrains since 
the mid 7(i. improved income terms ol trade 
loi nianv .igiuulluial prodiiecis and the 
giowlli ol turn agrisullnial souivcs ol in 
some, iiartisiilailv in the gu'en levolulion 
heat 1 lands, apjieai lo have laised 10 20 pet 
sent ol the imal population .ibove llu 
poveity ihteshold Resent studies have cm 
pliasiscd llu siusial lolc ol gram prises m 
deteiminme levels ol poveiiv, given llu 
iigishlies ol .u'nsullui,il w.iee- and the iiiial 
pool's depviideiKi on net jniishases ol 
staphs |s,u:h I9M. \Ii Hot I98s. li.iill.i 
i9hV| llu eiovvih ol non laiin iiuonu 
nolablv in I’nni.ib but inoie ecneiallv in 
..rs.i- most liaiistoimeLl bv Ibegrs.n r‘•volu- 
lu'ii. h.o iMi'i.iliv, but pioi'isssivsU, delink 
id I.nullsssiis-v bom povsilv ll iploii I9KS, 
I' 

III. the >'hii hand, the m.iionf, ol the 
Mitiilpooi ipi'c.ii lo b.ive ss.melv benelilsd 
lioni llu's iieiisls, and iseions less elleeled 
bs llu LMs I nvoliilion .ii'pear iiisis.isin.sdv 
,ts li.iislso povefiv .iie.is IVi s.ipi!.i espen- 
ihliire in iia! n i m ol the bollom 40 |h-i sciii 
111 tbs jvojHilaiion eiew bsivvsen 1970 '1 .nui 
l9St bv onlv s pi' lent, siigeeslnig lhal llie 
leduslion in poveilv lales has not signi 
luaiiilv inijviovcil lbs living sl.mdardsol the 
majoiilv ol the j'ooi IWotlsl Bank 1989, 
p I’ll Ihe insisasiiii' Uiideney loi 
agiieullural laboursis lo tall below the 
poveity line is. m out view, assosialed with 
dcsimiiig sonimon piopeiiv lessniis'-s, the 
marginalisalioii ol misro-holdings, and the 
legionalisalion ol povei'y In half a do/en 
nia|ot slates in the eastern and ccniral 
legions, per sapiia toodgrain pioduclion 
sigriilicatitly deslmcd Irom 1970-73 to 
1980 83 (Krishnaji 1988, p 57), and the value 
ol Ollier srops (ailed lo make up the dil 
lercnce jBhalla and 'lyagi 1989) Regional 
disparities in overall economic opportunities 
have increased significantly: the coelftcieni 
ol varialion among per capita state level 
domestic products increased from 213 in 
1960-61 to .348 in 1979-80. Viewed another 


way. between 1960 and 1980 Punjab’s per 
capita domestic product increased from 1.7 
to f 2 times the sig.c of Bihar’s [Sundrum 

1987, p 47) 

In summary, the contrast in dynamics of 
rural poveity and inequality in India and 
( Inna remains, despite (he apparent con¬ 
vergence in the 80s on household based 
agricultural production and significant state 
determination ol market prices and terms 
ot Hade 1 he widei distribution of real in¬ 
come gams under the Chinese economic 
relorms was rooted m earlier institutional 
(ranslortnalion. Ihe asset levelling and in- 
(lasifuciural mvesimeni realised in Ihe col¬ 
lective era Mass abject jxrverty is reproduced 
in rural India by Ihc sam^ constellation of 
price and procurement policies and input 
subsidies that has secured national food self- 
sutticiency and significant agricultural 
giowlh III giccn revolution regions without 
tedressing the glowing class polaiisatiori and 
icgioiial concentration ol the poor 

The glaring income inequalities within 
Indian cities, the check-by-jowl proximity of 
naunied lorlunes and abieci desiiiulion, 
have no parallel in post-land reform 
China ' Net, the demarcation between ur¬ 
ban and lural living sianUards lor the bulk 
ot the population in Indni has been tar less 
distinct than in ( Inna '' W bile there is 
evidence ]Hhalla 1990, p itWS) ol widening 
Indian utban i tiial cOiisiimpMon laiios from 
llu miil-WK lo the earlv 80s dcioss a range 
ol esseniial goods lood, liiel, clothing— 
Ihe iiiban advani.ige w.is lar less than m 
( Inna In both India and ( hiiia. income 
Jispaiiiiev between town and couiiliysideare 
smalleci 111 1 he rutiesi regions Intel regional 
ilicp.iiiiiec III mb,III iiuoines tui bcvlh nations 
, 11 c l.ii Use ih.in ihoce among lural areas— 
Ibe Indian .oelliciciil ol saii.ilioii m con- 
sumpiioM esperuliluie m major slates in 
1977 'K W.IS 2(14 m riii.il aieas and only 110 
in lilies |Su]iiJiiini 1987, p 47) However 
Indian inir.i iiibaii income disjiarities far 
esieeJ those in ( Inna ' 

India's uiban residents base bighei per 
c.ipit.i incomes and lonsiderahly lower 
IHise'ly ijles than lural an.is aecoiding to 
Planning. ( ommission calculations but, 
unlike ( hma (at least until Ihc lalc-8(K), 
signilicani numbers ol the dcsiiiuic reside 
111 esen the richest urban areas Moreover, 
mans studies | Das et al 1983, p 13; Visana 

1988, p 94; l AO, cited in ( ullci 1984) have 
noted higher rates of poverty among city 
dwellers than in the countryside, given 
signil'icaniiy higher costs ol living-" The 
urban poor have diflereni patterns of con¬ 
sumption than those in lural areas' higher 
expenditures on non-lood items (notably- 
housing), and greater consumption ol non- 
grain foods (edible oils, sugar, dairy, meat, 
fish) IDandekar and Rath 1971, p 30) Never¬ 
theless, urban residents with better access to 
public distribution systems have not been as 
hard pressed by Ihe increasing costs of 
lood Moreover, urban access lo com¬ 
modities and set vices, despite high incidence 
ol poverty, results in signihcantly lower in- 
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fftnt mortality, greater longevity, and better 
access to health care and education [Morns 
and McAlpin 1982, p 
State regulation and control over the 
economy through industrial licensing, tarill 
protection, targets (planning), public sector 
investment and bilateral trade agreements 
was designed since independence with an eye 
to the interests of private capital [Kidron 
1965; Chatterjee and Sen 19881. But the slow 
growth of Indian industry, particularly the 
deceleration ot industrial growth from the 
mid-60s and early 70s due to the stagnation 
ol,public sector gross fixed capital forma¬ 
tion, infrastructural bottlenecks and psHir 
policy co-oidination j’loyc 1981, I J 
Ahluwalia 1985], forced a redirection in slate 
strategics. In the 8(K, India's shift toward 
policies of liberalisation, while b\ no means 
as dra.stiL or lar-reachiiig as the ( hmese 
relorms, boosted economic giowth b\ 
eliminating many ot the restraints on piisate 
accumulation and consumplion It also 
threatened to exacerbate income polaiisa 
tioii led by an acccleralioii of indusliial 
growth. III the 1980s national income giew 
annually at over 5 per cent, well above ibe 
3.-5 pel cent trend ol the 6()s and 7()s W ilh 
a slight decline m the population giowth rate 
from 2.2 per cent to 2 0 pei vent, pci capita 
national income growth averaged totighly 3.(1 
per cent annually in the 8()s, the vast 
majoiity ot the giowth coming liom the 
industrial sector. 

The ears and whiskers ol liberalisation 
were apparent long belore it emciged lout 
court in Rajiv (landhi’s lirst budget ol 1985, 
pro-business policies designed to diminish 
admimsirative contiol and increase etficien- 
cy of domestic industry were widely cir¬ 
culated, it not wliollv implemented, Irom 
Indtra (aandhi's rctuiri to powci in early 1980 
[Rubin 1985, Kohli 1989] However, under 
Rajiv’s liberalisation—casing rcsiriciioiis on 
entry and expansion of private manulactiir 
ing, lifting physical restrictions tin imports 
and replacing them with taritls, lowering and 
corporate tax rates—the new economic 
orientation came to be seen as a tilt away 
from the countryside. aiidTIs a retreat Irom 
a commitment to poverty alleviation [Kohli 
1987, p ,309, Patel I987| Resistance to 
liberalisation, both Irom within the C ongress 
and from the l.elt opposiiioii, toiced a scries 
of compromises that re emphasised rural 
poverty alleviation through expanded work 
schemes, such as the National Rural 
Employment Programme (NRl'P), and asset 
augmentation, such as through the In¬ 
tegrated Rural Development Piogramme 
(IRDP)" 

In sharp contrast with the C'hincsc 
experience, the vision and base lor Indian 
economic reforms in the l^98()s remained 
firmly rooted in rationalising industrial 
policy; the countryside remained a residual 
sector, yet one whose political weight re¬ 
quired the commitment of significant 
resources for input subsidies and welfare 
schemes. In the 80s rural poverty alleviation 
absorbed increasing amounts of slate 


resources. But by most estimates, including 
those of the central government, the IRDP 
programme to imparl income-earning assets 
to the rural poor remains swamped by the 
magnitude of the problem.” Central 
government rural work schemes absorb only 
a small fraction of rural excess labour, while 
women agricultural labourers received only 
a fifth ol such employment, far less than an 
equitable distribution would warrani 
[Kakwani and Subbarao 1990, p AI31 Ihc 
cflcciivcncss of poverty-oriented schemes in 
the laic 70s and early 80s has been shown 
to vary enormously depending on the 
ideology and comniilmeiil of parties in 
power at Ihc stale level [Kohli 1987) I he 
resurgence ol Hindu chauvinism, evident 
throughout Ihc 80s, hut especially influen¬ 
tial al the close ot the decade, bodes ill loi 
the prospects of cllevlivc iinplemcnialion 
Moreover, we share ihe assessinenl ol A K 
Desai 1 1987, 1989) iliai ihe expansion ot such 
programmes, w iih then capacily lo assuage 
ai least a veiiain degree ol lural grievances 
and piovide an additional mechanism loi 
co-opimg lural dissidents is linked to the m 
cieasmglv lepiessivc and aulhonlaiun 
measures ol the slate a dual slralcgy lo von 
lam the prospecisol msiirgency while prcsei- 
viiig basiv inequalities in the countrvside 

C'ONt 1 list! IN 

four decades ol Indian and Chinese 
developmental experience leveal a wide lange 
ot approaches within as well as across iia 
iional divides with lespeci lo such issues as 
land rclorin, accumulation strategies, the 
role ol the market, iiidiislrialisation, iir- 
baiiisalion, redisiribulioii, weltarc, and the 
prHir. We nevertheless concur with Dre/e and 
Sen (1990), Navarro |I989( and Olpadwala 
(1989) who, as only the latest in a long suc¬ 
cession of observers, find that, on Ihc basis 
of virtually every physical measure ol pio- 
duction, consumption, hcullh, nutrition, and 
lile expectancy, C hina’s achievemcnis 
sub.slantially ouipuccd India's. This conclu¬ 
sion, already cyideiil in ihc 19.30s, continued 
ihruughuui Ihe period ol •mobihsaiional col¬ 
lectivism, with the im|H)itant exception of 
China's Great leap lamine, and gained 
added momentum in the 1980s. Yet this ap¬ 
proach. employing paired comparisons of 
indicators, however, striking ihe coiilrasis, 
obfuscates important dynamics of the 
respective development paths and impedes 
effective evaluation of specific strategic 
choices. 

In China land reform substantially levelled 
properly-based class inequalities, notably 
intra-villagc income inequalities; nationalisa¬ 
tion of industry similarly produced extraor¬ 
dinarily high levels of urban income aqualiiy. 
But the revolution also perpetuated and even 
exacerbated spatial inequalities, notably 
urban-rural and intra-rural inequalities of 
income, opportunity and welfare, and it 
bears responsibility for the Great Leap 
famine, which look the lives of tens of 
millions of Chinese, nearly all of them rural 


people. The collective and the commune 
failed to empower rural producers and left 
the majority extremely vulnerable to mane 
pulation, policy blunders, and political 
violence. .The concentration of economic 
and political power in the hands of a par- 
ty/siaie whose penetration of village and 
household economy and society had no 
Chinese precedent, made possible high rates 
ol accumulation, rapid industrial growth, 
and assurances of subsistence. But it also 
gave rise lo a stale despotism whose conse¬ 
quences included the subordination of a 
peasantry bound lo the land in an economy 
III which commodification declined and per 
capita ruial income and consumption 
stagnated lor 25 years while the urban-rural 
meoine gap grew substantially [Selden 1992). 
Ihc reforms of ihe I98()s accelerated rural 
economic growth, sjiuiied rural in¬ 
dustrialisation and uibaiiisalion, rapidly in¬ 
creased rural incomes, leveised the tenden¬ 
cy toward a widening iiilian-ruial income 
.cap. and increased the autonomy and pro¬ 
ductive inilialive ol rural pioduccrs. But 
desjnie impressive imiial gains, since 1984 
the lural relorms have posed new and fun¬ 
damental problems including iciidencics 
toward agiicultuial disinvcsliiienl arid crop 
stagnaiion, class |>olarisalicin, inflalioii, ris¬ 
ing unemployment, mountingcnvironnien- 
lal clesiiuciion, and threats lo rural both 
contiol. health, educational and weltarc 
systems 

The lack ol cliective land lelbrm and the 
perpeluation ol gross inequalities in assets 
and income have lemained salient lealures 
ol India’s social vliucluic "Vet thecharacici 
ol these social divisions has undergone con¬ 
siderable chaii.gc even as inequality was 
reproduced. Both increasing conimoditica- 
lion and the encioachmenl ot ihe slate in 
evci wider areas ol ihe economy and society 
have iransfoimed the mcchani.sms of ex¬ 
ploitation and dominaiioiit often to the 
detriment ol the poor The giecii revolution 
exacerbated inira-village and interregional 
disparities of agricultural income, ac¬ 
celerated ecological devastation and imperil¬ 
ed the common properly rescuiicW rdicd on 
loi subsistence by the ruial poor. The 
decisive diftcrence in the composition and 
character of the rural pool in Ipdia, in com- 
paiison with C hina, is the siite (nearly one- 
thud ol rural households) and vulnerability 
of agricultural labour households. Among 
India’s agricultural labourers, Igmales con¬ 
tinue to receive Ihe lowest wages-and as men 
disproportionately shift to non-farm work, 
women carry increasing burdens of pro¬ 
viding fuel and fodder while seeking scarce 
short-term agricultural employment. 
Cultivators,, increasingly dependent on 
chemical fertilisers, hybrid seeds and capital- 
intensive practices that ret; on ^lolitically 
manipulated market prices or subsidised 
inputs, have contradictory interests both 
with agricultural labourers and urbAn 
residents, who benent from stable and cheap 
foodgrain prices. The commitment of 
significant slate resources in the 1980s-has 
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helped to ameliorate the conditions of 
India’s desperately popr, but the scope of 
poverty schemes remains woefully inade¬ 
quate and fails to address the systematic in¬ 
equality, mounting environmental costs and 
stagnating agricultural investment that 
reproduces the largest concentration of the 
world’s poor. 

Our comparative exercise should instill a 
healthy scepticism of state statistics which, 
in both societies, drive and shape the terms 
of intellectual debate on social indicators 
and economic performance it should also 
sober those who may celebrate the return of 
the market as a panacea for cfriciem alloca¬ 
tion and incentive, demonstrating the wavs 
in which productivity and rural prosperity 
arc shaped by a complex matrix of deter 
minants. not the least of which remain state 
price, procurement and tax policies, iii- 
trastrnclural investments, agricultural 
technology, literacy and communication net¬ 
works, economic and laniilv pinnnine 
piioiitics, .IS well as llic spcc'lic charadei 
ol social tclalions and ohligalions ai the 
point of prtiduclioii 

What Ics.sc'n- c.ui we dr.iw lor assc'ssme 
development strategies ' ( onsider ihc I'snc 
of access to land Perhaps nowhere was itie 
coiilrasi more striking than beiwecn 'tic Ice 
ble, spuiioimg Indian ciloris al land rcioini 
and the sweeping sea ehtinces in ( Inna 'h n 
surged through the eounlrvsisle to the . 1 ^ 
coinpaniinent ol gong.s and drums Hm 
however eiiiciai. basic.ills equal land 
redisiribtilion wa.s rrot suffieierit In guarantee 
an escMiie from grinding poverty for substaii 
(lal segiinnls o! 1 ,/r mial popula'i m 
in ('hiii.i'' .idlectio- c'l.i Moieiner. il 
vulnerahiliiv aeeoiiipanicd landlessness m 
India, the eriiial shares ol land f'hiiicsc 
peasants acquired m land reform prosed 
woelully inadequate tn (nolei ling iliein iroui 
the dcpiedaiuins ol ihe gte,u leap, giving rise 
to famine deaths on a scale that has no 
coniilerparl in mdependeni India, and 
indeed in ans tosioiicjl coniiiiiciiire Access 
10 land lepiescnls tin niosi basic o( cn 
III lenient in sir h ,'sc'w ticlni ingis agi.n i.m 
soiielRssC .li nioiiieiils '■! V IIS'S ai I hni.i, 
even iclaltselv cquilafilc l.iiid ciistitinilion 
proved less eeiuial 10 peasant well liemg ihaii 
tax, price and procurcmcnl policies ihal wcie 
driven by a push loi staic ceiilered .is 
cumulation and indusirialisaiioii I he 
deafening silence ol the poor, panicuiaiK 
in the face of starvation lollowmg ihe 
disaster of the leap is onis explicable in 
terms ol the lack of chaiineK ol polilic.il 
expression and suppression ol critical voices, 
not to speak of a legiiimaic political opposi 
lion. Yet despite more than two decades of 
fio/en per ipii t mr d 'ii'.'Mue win-n i'" 
lhavv ot Ihe leioi i:is rui ned in ihc eai Is KOs, 
the legacy ol levelled laiR'Iu'Iduig.s and the 
building up of Ihe collective iiifrasiructuie 
allowed the rapid gams in income to reach 
the poorest sections ol Chinese society. 

For all the limits and contradictions of 
China’s rural reforms, the roughly equal 
distribution ol land constitutes one bulwark 


protecting the peasantry from extreme 
poverty in a period of commodification and 
growing class polarisation. By contrast, the 
more gradual, if steady, commodification of 
the Indian countryside has not significantly 
improved the lot of Ihe rural poor If the 
Indian poor were spared the scale of famines 
experienced in ( hma. lack of access 10 
land determined lor many not only the 
vulnerahiliiv and seventy of poverty, 
espeeiallv m times of drought or shortages, 
bgt also access to credit and even higher 
education which, in the shill to non-farm 
incomes, tended to reproduce the patterns 
of income inequality in Ihe non-agriculiural 
countryside I he issues were matters ol life 
and death' China's life expectancy in the late 
1980s in the iippci 60s compared with India’s 
in the mid in upper .'Os While India siil- 
feted no famine compaiahle to China's in 
the early 60s. the additional moriuliiv in 
India from loiuinedeprivations—death rates 
ot 12 pel ihousand compared with China's 
7 per Ihousand- produced 'excess normal 
morlalilv ui India ol 9 million people pei 
vear |l.)re/e and Sen, pp 206, 21.f-141 In 
an era in whnh the m.irkei is oficied up a' 
the smgiilai path of salvalioii, nowhere moic 
lervcmiv ih.in m many posl soeiahsi 
socielies. we note Us severe linuls (rom ihe 
twin peispeviivev ol dvnaniic growth and 
ei|tiilv ii. iiRlepeiideni India 

Despiic well erounded ..oiRerns loi 11 s 
foiig-lciiii v,),.i.!l, env iroiimeiital aiRl 
deselopiiicala 1 voiisequciues. Ihc re 
emergence ol rnaikei lelalions in C tuna has 
not re['lR'.Ued the dviianucs ot toiiiiiicrcial 
i qiil.ihviii III Mii.il India Ihc legacies ol Or 
V liii.-.sc icvoliinoii in leveling pro|x;ilv based 
iiiequaliiies, raising inlrastrucliiral and 
human i ipual, and slrcnglhcmng ilie hand 
of the slate, had eaiher significantly recast 
Ihe paiamc'ers ol agrarian relalioiis and 
rural inaikels many observers noie. 
reliance on market (orces have exaecrbaled 
ccil.un lonio ol iiRonie iiiequalilv in rliial 
( hina. hill llti soi lal ..onveqiiciices, wh n 
viewed in leur.v ol iiihari• rural, iiilei 
ict'RMi.i', I’ctRlii 01 eeiici.iiional iiuqualilies 
|•■q(^lIl .1 1! o'v iMiiliil.Reled assessiiRTii 
liisiiiRiRiiis heiwien these social divisions 
lenuiii iiiipoilain, not onlv to undersuind 
the iiiipaci ol ihc posi 78 Chinese relorms, 
but also lo api'reciaie Ihe vastly dillereiit 
dynamics ol developineni Ihul have resulted 
III suhsianiially greater poverty and inequali- 
l\ III rural India and more rapid sustained 
nidustiial and agiicultural growth in China 

INoles 

I This dearih ol a comparative literature is 
p. tluiilarlv sinking in contrast with the 
..rii'i III vliulicv iii.id,ut\l III iIr* lurgK and 
PrhK In addiiRiii lo ihose cited 111 die lesi, 
Ki j I9(i7, Isliikawa l%7. Bardhan l%9. 
Cfen and Uppal 1971; Kichman 1972, 1975; 
Swaniy 1973, 1977; Harris 1974, Bhat 
lac-.barji 1974; P Dcsai 1975; Curley 1975; 
Wei.iskopf 1975b; and Bcrgmann 1977, 
among others, contributed to a rich legacy 
of comparative indicators of the first two 


decades of planned deveiopmeni. Cf Malen- 
baum 1982; Rubin I9M; Uiylor 1987; 
ICSSR 1988; Dernbergcr and Eckaus 1988; 
Drere and Sen 1989; Bhalla 1990. 

2 The World Bank’s World Development 
Report 1990 lists the following 42 ‘low in¬ 
come countries’: Afghanistan, Bangladesh, 
Benin, Bhutan. Burkina Faso, Burundi, 

C eniral African Republic, Chad, China, 
bihiopij, (ihaiia, Ciuinea, Haiti, India, 
Indonesia. Kampuchea, Kenya. Lao Peo¬ 
ple’s ITcinocratic Republic, Lesotho, Libena, 
Madagascar, Malawi, Mali, Mauritania, 
Mo/ambique, Myanmar, Nepal, Niger. 
Nigeria, Pakistan, Rwanda. Senegal, Sierra 
I cone, Som,ilia, Sn Lanka. Sudan, 
Taii/aiiia, logo, Lgaiida, Vieiiiam, Yemen, 
Aiire, and /anibia Arrighi and Drangel's 
{1986, p 69| list ol 44 stales in the “organic 
peripherv''. thai is, diose which they classify 
in die periphery both in ihe period 1938-50 
and 1978-83, includes all ol the above except 
(ihana (six other probable candidates are 
noi listed lor Lack of data), in addition 10 
Angola. Bolivia, Lgypi, LI Salvador, 
Honduras, Papua New- Ciuiiiea. Philippines, 

I hailand and i'irnhabwc 

.1 Ihe Uniied Nations Development Pro¬ 
gramme's (199(1, p I38| Human Develop¬ 
ment Index, .omhining measuies of life 
cxpecianes. adult liieiacy and purchasing 
powci paiiiv index, indicaics that in both 
India and ( hiiia living standards are 
hellei - lai belier in China —than m many 
lounliies with similar per capita (iNP The 
lliiman IK-velopiiient hides also reveals ihe 
lonsidei.iblc gap m living standards between 
C Inna (ranked lusi above ihe mid-poinl out 
ot 130 soufilries) and India (ranked in Ihe 
2Hih pciceiiiilel, and Ihe tar greater gender 
g.ip 111 liulia. where women only score 77 
|)ei ceiil Ihe HDi ol men. in comparison 
vviih ihe 87 per cent achieved by Chinese 
women However, olher nations with HDIs 
siniilai lo India (tor example, lan/ania) and 
( Inna (ihe Philippines) have much smaller 
gciidei dispaniies Tatuaiiun women had 
96 |H.T cent Ihe HDI of men, and Pilipinas 
99 per cent [UNDP 1990, pp llO llJ. Cf 
Mon IS and McAlpm |1982| 

4 B.ised on a $ 275 poveriy line in 1985 PPP 
dollars. S2 (lei cent ol (he world total Using 
.1 vlighlly highci poverty line of $ 370 PPP 
viollais per capita, India's 420 million and 
( Inna's 210 million combined comprised 
nearly 57 per ceiil ol Ihe world’s poor. 

5 following Drcre and Sen’s [1989] calcula¬ 
tions, more than 100 million women may 
he considered 'missing’ from India ami 
China, it one wierc lo assume sex ratios 
equivalent lo Ihose in countries where 
women receive nutrition, health and social 
care roughly comparable 10 that of men 
Preliminary Indian census figures for 1991 
indicate 920 women for every 1000 men, the 
lowest level of the ceniurv. down from 972 

III I> 8 )l 

6 1 stiniatest)l excess iiioilainy during l958-f)l 
range (rom 16.5 10 29.5 million jDreze and 
Sen 1989, p 210). In comparison. Sen’s 
[19811 estimate of excess mortality from the 
Ciieat Bengal famine of 1943 was 3 million, 
twice the official Indian figures, hut only 
one-fifth lo one-tenlh the deaths from the 
Great Leap Forward. 
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7 Wt will not here ailomp( lo avscss iht 
political consequences »l mobilisaiiDii.il 
collectivism except to note that while the 
dominant landlord class «as elimin.ilcd, the 
peasantry subsequcnils confronted cadres 
with immense powers to control laboiii. iti 
come, mobilils, politics and culture t t'llcc 
tivtsaiion did not empowei the peasanlis 
The issues are explored in depth in Scldcn 
1988 and 1992- 

8 There were vime second.irs i oiintct tenden 
cics at work that redmed spatial me 
qualities lor example, investment siraleyies 
from the l irst I ivc Year Plan toiward, and 
particularly after I9M, souyht to deceti 
iralise mdiisitv moving! inland troiii soastal 
areas 

9 from the mid-5()s, urban state sector 
workers won exlraordinars y.iiiis ili.ii had 
no coiinierpaii in the loiinlrssidc ilii 
et^bi houi woikiiie day, liJerimc eniphn 
merit, carls retirement (age 60 tor men.“'0 
or lor womeril. generous pensions bv the 
standards ol pool voiimries, with reliieiiieiic 
set at ■’ll HI) pel cciii ol salats, lice health 
care, and hcasiK subsidised housing .iiid 
food While industrial wages stagnated 
Irom 1956. bidden subsidies lonlinued to 
multiply, and by 1978, constituied 8? pet 
cent ol average nominal wage Llrban liv¬ 
ing standards were also maitilained bv a tail 
in the worker' dependent tano Iroin .t 29 
(1957) to 2 06 (1978) and a rise in laboiii 
force participation |sce lay lor 1986, p 229 , 
Rivkin 1987, p 261| 

10 Measured as a return to labour, the coun 
irystde actually experienced piotracted 
decline. The estimated average annual 
labour days per rural producer increased 
trom 119 in the vears 1950-54 to 175 at the 
height of the Great I eap I .irward in lU'S, 
to 215-84 in 1975, a |>criod which coincided 
with a vast increase in the rural labour force 
as a result ol a doubling ol population and 
integration ol women into colics live 
agriculture [Taylor 1988, p 744| 

11 The case for economic achievement of the 
rural reforms is found in Kueh 1988; Hin¬ 
ton 1990 offers a comprehensive critique 
Cf fielden’s |I992 and 1992a | assessment of 
the gains, the limns, and the scKial costs 

12 Cain lI98f| has argiu-d that draniaiic decTine 
in landlessness exhibited in the naiioiial 
sample surveys—Ilom 23 I per cent 
(1954-55). to 11.7 per cent (1961-62), to 9.6 
per cent (1971-72)—vras largely spurious, the 
acquired lands were largely housepiois, and 
landlessness, if calculated lor arable land 
only, was estimated to have fallen from 30.8 
per cent (1954-55), to just 27.5 per cent 
(l%l-62) and 25.6 per cent (1971-72) 

13 Omvedt (1983. pp 40-41) estimates the 
percentage of land controlled by those with 
4 or more hectares to be 70.80 per cent ol 
all land in 1970-71, considerably more than 
the 60 6 per cent given in the offici.il 
eslim.ili-. ( ' S tU’j;i.i ' bjs'i 111:‘II. :■ 
asset concentialion in iiiial households On 
the other hand, however, it is imporiam lo 
keep in mind that the si/c of the liolding 
says nothing about the quality of land. The 
largest-sized holdings lend, on average, lo 
have poorer soils, with less rainfall and 
fewer sources of assured water supply, so 
that thedisiribuiion of operational holdings 


by si/e exaggerates the resource inequalities 
between small and large holdings [Danlwala 
1985, 19871 

14 I'hc Seventh f ivc-Vear Plan (1985) a.sseried 
a rapid escalation in land redislnbulion in 
the calls 8(K, but we see no evidence lo back 
Ibis vl.iim “ all acvounis available in- 
dicaic ih.ii even luniied land relorm im 
pleiiieiilalioii elloils ol earlier peruxls had 
come almost lo a complete hall by the Sixth 
Plan peiiod ” Iftaiidvopadhvava 1988, 
r 2'il 

15 In ihc lale 1950s. under the iniiial liberal 
ceiling laws, ilic agiicullure inimsliv esii 
mated surplu< land available tor rcdislnhu- 
lioii ai 62 iiiillioii avres Hv 1978, lbs 
miriisirv had diavlically reduced its surplus 
eslim.ilion. iindei mush slricier selling 
less'ls, lo 4 2 million asies (less than 7 pci 
vein o! thee.iihs'i esliinalioii) The Plan 
mug ( oiiimissioii. m suiiliast. calsulatcd 
available surplus laud m 1978 al 21 24 
million actes, indicaiing the enormous 
disparities vsiihin the central govermnem on 
tbs' issue ol ceilings and siiipliis land 
(IKriiiig 1983, p 137] 

16 Patnaik's |I988, p U)5) analysis svf sillagc 
level 1972 7f d.ila frsvm Haryana demon 
straled that m viriuatlv eveiy si/c categois 
below 6 hestares, S'peratois soiild be ciiliei 
sigiulisant net exploiters ol labour or 
predominantly wage labsuireis ibeinseivcs 

17 Oey |I986| found that the soellisis’ni ol 
variation tor agricultural labsmr priMlusini 
ivacross stales grew Irom (4 5 in tin im ii 
mum ending 1964 65 to (iH f in ihi- losii 
mum ending 1982-83 Knsbiiaji |l9Xh, ji 5'l 
calculated that the i oellisienl ol saiialioii 
foi per capita liKKli’r.iiu prodiisiion iiisieas 
fd from 31 (I'l'tliiii) to 60 iinxi' S'li 

I.H Sl.ississ slats’ gros ui'.'nieut s ol whsMI ii. 
Ibis'c siais’s, Piiniab, Haryana and Uliar 
Piads'sh ac<.ounted lor ovei 90 pei lem ol 
loial prsvurs'menls in the decade Irom 
196fi-67, and kepi wheat culliyation highly 
prof liable. By one eslimale jfianderson and 
Ray 1979, p 511 the average price (pios lire 
mem plus sipen market) for wheat m these 
three states was .50 per cent above prodiu' 
non costs, and also 50 per sem above the 
ihcii world markel piise 

(9 .Vic'rding lo \ K R V R,io‘s cMluiau per 
capita food giain sonsuiiiplioii diopped 
tiom 480 grams per day m 1966 lo 463 
grams in 1985 [Shiva 1989, p 129] Knslma)i 
11988, p S2| found no discernible per capita 
trend from 1961 to 1984 in either net pro¬ 
duction or net availability of foodgrains. 

20 Per capita production of pulses that pro¬ 
vide the hulk of protein for the majority of 
the poor fell sKadily from 69 grams per day 
in I%1 lo 3 3 grams per day m 1988. Av 
availability of pulses plummeted, prices 
soared. In the 70s and 8()s. the wholesale 
price index for pulses grew nearly twice as 
(asi as Ih.'i' of bsoderains bv June 1989 
Ss I’l * V *«’ I’.f ,iid :i| 6’X \c 447 for 
ss'ie.its (|9‘’ii "I i(»(jj (tcononiic and 
Pidiiical Hrt'kb. 1990, p 2392) 

21 The percentage ol male non-agricullural 
workers in the rural workforce grew from 
16.3 per cent m 1%I lo 22.4 per cent in 1983, 
while the percenuge of female non- 
agriculiural workers rose from 10.3 per cent 
to 12.3 per cent. Interregional variations of 


non-agricullural workers in the rural 
workfoice are much higher among women, 
ranging from 1.3 per cent to 57.9 per cent 
among the 56 agro-climatic regions com¬ 
monly used in aggregating Indian sample 
surveys, while male non-agricullural 
workers ranged from 6.0 pet e'en! lo 38.0 per 
cent of the male rural workforce (Unni 1991, 
pp llO-llj. 

22 Sundrum (1987, p 157] presents an adjusted 
estimate of consumption expenditure that 
shows a significant increase in the gini in¬ 
dex of inesjuality from .306 (1970-71) to .334 
(1981 82) I siimaies for 1983 (Kakwaniand 
Subbaniu 1990, p A5| suggest that regional 
dispjriiies remained unchanged, despite a 
tall in ihe luiioiial gnu index. 

23 I he poveri) line wav sel bv de.signatmg a 
level of expendilurc wbivh. al least in theory, 
corifsponded lo a sel ol commodities 
cilsulaied lo lx-a bare minimum living stan¬ 
dard Poveily rales dciermined by income 
levels did not assess actual consumption, 
only the sapasilv lo purchase a fixed corn- 
modus hasks'i Such a dennilion c'l poverty 
could not lake into aceouni cbangiiig con 
sumption pallerns Nor wcic ptice indices 
available lor diflercnt groups among Ihc 
iiiral poor, wlncli would cuahlc one lo 
disiinguisli Die lei.ul puses paid by landless 
agrisiiliural laboiireis tioln ihcir equivalents 
III Ills- f.irni gale prices earned by small 
lioids'is {llaidlian 1974, Gaiha and ka/mi 
1981, Parlhasaraiby 1987, Chambers 1988) 

An .ilieiiialivf approach is lo designaie 
a nuiiilional minimum as the definiiion ol 
povfiiy Those adopting ftiis approach have 
proposed a range ol sonsumplion norms, 
in is*rms ol both proiein and caloric intake 
lo e. Dandekar .iiul RaDi 19’l minimum 
o! 2250 siilories Plaiii'.iiig 5 omiiussiou 
1980 2400 calories in lural areas, 2100 
calories in urban aieas. 1 iplon 1985 
minimum of 80 per ecni ol average caloric 
norm), and generated a heated exchange on 
llieii respective merils Bui ihe greatest 
obsiasTc in ibis appioach lies in Ihr mhercnl 
variabilily ol nutritional minima by age. 
sex. and energy expenditure (lot which oc¬ 
cupation, or urban/rural residcns’c has sets 
s-d uv a shorthand equivalent) I he exchange 
ortihi'. issue b.is highliubted considcr.-iblc 
iiilerregional, iiilei-indisidual and even 
iiilra-mdividual caloric needs |C I Dandekar 
1981. Sukhaimc 1978, 1981, 1988, Cutler 
1984] 

24 in semi-arid regions of India, such resources 
have declined from 1950-84 by an estimaied 
26-63 per cent depending on Ihe slate 
[Agarwal 1988. p 5.34). Jodha |I986] 
calculated that agrisultucal labourers de¬ 
pend on these common resources for 20 per 
cent of their income, 66-84 per cent of their 
domestic fuels, including nearly all then 
firewood, and 66-89 pet cent of their fodder 

25 There are signs that the phenomenon of ur 
ban poveriv mas grow m ( hina in lho90s, 
particuljily il the si.ue liirihei relaxes 
population conirols. I he flood of un¬ 
employed to the cities in the late 80s is the 
clearest evidence of that trend. By contrast 
to India, however, (he gap betwee n urban 
rich and pc^r remains small. 

26 NSS data suggests that average Indian per 
capita real income growth from 1970413 was 
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the Mme (.97 per cent annually) for both 
rtimt ud urban areas, although the bottom 
four urban deciles had faster real income 
growth than the average, while the rural bot¬ 
tom foih deciles were below average (World 
Bank 1989. p 4.1] 

27 Even among those classified as industrial 
workers, employed in registered large scale 
lactones, income inequalities are con¬ 
siderable in 1977-78, an estimated 28 per 
cent of factory workers earned above the 
lop 20lh urban income percentile in per 
capita terms, while 2.1 pet cent were below 
the urban poverty line |t’hailerjcc and Sen 
1988, pp 210 2I5| 

28 Recent csliniaics which suggest much lower 
urban poverty rales lollow the Planning 
Commission’s assumption o1 lower urban 
caloric requirements Yet even with lower 
rales of poseriv. given the tel.itive growth 
of the urban population, the urban pool 
have increased both in absolute terms and 
as a proportion nl total population in 
poverty bv the World Hank's consersalive 
estimates, from SO million and P pci leiii 
in 1970 to 70 million and ?.2 per cent in lUHK 
11989, pp PS 1761 

29 The All India Consumei I ood Price Index 
(I960- KKt) for industrial workeis was 4S6 
III 1080-82. while Ihc A1 t PI foi (ood (or 
agiicullural labourers was 48V, oi 7 2 per 
cent higher Some leginns exhibited excii 
gieaiet dispariiie'- in ih< growth oi lood 
prices between in ban and niral areas «in.sa 
11 4 per cent, Hciigal 21 S pet cent. Hihar 
II riTxT cent) (krixhnaii 1088. p f>6| 

10 Broadly conceived, these poverly-oncnied 
programmes, including those targeted foi 
poverty stricken areas droughi prone ni 
backward raouniainoiic - as well as ihosr 
SC I vi.es (water, hcallh . ire, clc) designed |ci 
meet s|rccified minimum needs, constiluied 
10 per cent of public outlays in the Sixth 
(1980-8J) and .Seventh (1985 00) Plans 
(Baiulvopadhyay 1988, p •\79J On the 
iclasive elfcetiveness ol employment 
schemes (NRFP) vs asset augmentation ol 
the rural poor (IRDP), see Hirway 198.5, 
1988. Subbaiao 19H5b. Bagchee 1987, 
Bandyopadhyay 1988, World Bank 1989, 
pp 91 101 
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Profiles of English Educated Indians 

Early Nineteenth Century Bombay City 

Mridula Ramannn 

The genesis, establishment and development of English education in the first half of the 19th century in Bombay 

city was, in no small measure, due to Indian initiative and support. This paper looks at the kind of jobs taken 
up by English educated Indians in an attempt to understand and evaluate the contributions of the English educated, 
as a group, in the intellectual, social and political life of the city. 


ENGLISH educacion is generally regarded 
as one or the agencies (hat brought about 
westernisation, which in turn played a role 
in the process of modernisation. The genesis, 
establishment and development of this 
system of education in the first half of I9ih 
century, in Bombay city was in no small 
measure, due to Indian initiative and sup¬ 
port. The city was a growing commeicial 
centre in these years, and consequently pro¬ 
vided job opportunities for those knowing 
English. The British government also re¬ 
quired persons with facility in English, m 
their adminrstration The majority of the 
English educated of this period belonged to 
the Parsi community and the iradiiionallv 
literate and commercial castes among the 
Hindus. 

This paper looks at the kind of jobs taken 
up by the English educated Indians, which 
sverc mainly in the departments of the Bom¬ 
bay government or in government-aided 
educational institutions A study of the 
nature of these positions and of the lew ex¬ 
amples of career changes could coniribuic 
towards an attempt to understand and 
evaluate the contribution of the English 
educated, as a group, who played a promi¬ 
nent role in the intellectual, social and 
political life of the city. 

Some of these personalities are well 
known figures, about whom detailed 
biographies have been written. Their con 
Iributiun to the growth ol political con¬ 
sciousness and nationalism, social awaken- 
ing and rclorm have not been relcired, the 
emphasis here being on the k inds ot careers 
pursued by the first batches ol the English 
educated. The source material used is the 
data available regarding those who suc¬ 
cessfully completed the Arts and Science 
courses at the Elphinstotie Institution bet¬ 
ween 1827 and 1857 

Government jobs took precedence over 
other positions—61.8 per cent for students 
who left the institution, between 1827 and 
1842.' They were employed in clerical 
capacities in various government depart¬ 
ments—the adjutant’s, the auditor general's, 
the civil auditor’s offices, the commissary 
general, the custom house, the dock yard, 
the grand arsenal, the government secretary’s 
office, the marine pay office, the military 
board, the mint, the opium agent’s office, 
the sheriffs office, Bombay; the collector’s 
offices, Ahmednagar, Dharwar, Pune and 
Thime; the adalat, Ratnagiri; the (>ay office, 
Sukkur and the Presidency, Satara. An 


interpreter in the supreme court and a 
translator in the Persian department are also 
mentioned. 

A list of the members of the Students’ 
Literary and Scientific Society, 1848-56, the 
reports of the board of education, 1850-55 
and the report of the director of public in¬ 
struction, 1860-61, which lists Elphinsto- 
mans who left in the previous five years, 
show the same trend.^ In addition to the 
departments mentioned above, the gun car¬ 
nage department, the Great Indian Penin¬ 
sula Railway, the Baroda Railway, the 
income tax collector’s office, the brigade 
major’s artillery office, Pune, the harbour 
fortification were also employers of the 
Englrsh educated in the 1850s 

A briel account ol the careers ol some 
Elphinsionians in government seiiue is 
given below 1 his iiKludcs a lew, who bs-gan 
as govcrnitieni servants and itieii look to l.iw 
In the judicial depailmcii't in the I85(ls, 
holding what the goveinmeiii teimed "coni- 
paralivcly high posilions" were Janardhan 
Vasudev and Moioba Kaiioba Vijayakai. 
who had Icll the L'lphiiisione Insniuiion in 
the l8.f(K ' Janardhan Vasudes began Ideas 
Head Puih/ion, Keseriue Depaiinieiii and 
was subsequently iiaiislaloi, Persian IX-pari 
menl In 1852, he was principal Sadur Amm. 
Sural on a salary ot Ks 500 pm ^ In 1864, 
he was chosen as a judge ol the Bonihay 
High (oiiri Moioha Kaiioba Vijayakai 
entered jniblic sersice as assistant iiansl.tloi 
to the levemie secielary on Rs 100 pm. Ins 
duties being to translate ielleis and pelilioiis. 
addressed lo goveriiinenl. Iioni Marathi, 
(uiiarali and Persian iiiio^ 1 iiglish, and 
regulations from English into Marathi and 
Guiaraii Between 18.17 and 1840, he was 
native ageni, Satara, on Rs 275 pm. As 
Sadar Amm. at Broach, his salary was 
Rs 110 pm '• He was subsequently posted ai 
fhaiie. Ahmadnaeai. and Bombav He later 
rose to be a Ilnd class subordinate judge, 
Pune, where he founded the Pathare Reform 
Association, primarily to introduce widow 
marriage.’ Tirumalrao Venkatesh, Keshoba 
Limaye and Madan Shri Krishna were I class' 
munsi/s, the salary of a munsi/being Rs 150 
pm." Madan Shri Krishna began life as 
assistant master at Elphinstone Institution, 
but left this job in 1852, when he obtained 
a Sanad to practise as a pleader in the court 
of the Sadar adalat.'^ Subsequently, he was 
made judge, small causes court, Poona."’ 

Another well known figure who.se career 


in law was successful was Viswanaih Narayan 
Mandlik, who began life as a personal assis¬ 
tant to the political agent, Sind. He was then 
educational visitor, deputy educational ins¬ 
pector, sub-judge, curator, government book 
depot and personal assistant to the income 
lav commissioner In 1862, Mandlik ne-signcd 
alter ten years of government service, and 
look up law, passing the high court pleader’s 
cvammalioii III 1861 His practice at Bombay 
was lucintive and he soon btxme government 
pleadei He was later a justice of peace, 
municipal commissioner, member of the 
legislative council, corporation and town 
council " 

Nanahhai Haiidas. son of a government 
oflicial began his career as a translator in 
1852 He loined the law class of Elphinstone 
Institution III 1855 and pas.sed the examina¬ 
tion to riiialily as munsif In 1857, he suc- 
Lcsstiillv completed the final law examina¬ 
tions and lor two years, (lom 1859-61, the 
Hoinb.is government engaged his services to 
translate the Indian civil and criminal law 
codes into Ciuiarati He passed the vakeet's 
evaminaiion at Madras m 1861, whereafter 
be resigned Ins goveiiimeill job and set up 
piadice ill the Moriibav high court. In 1869, 
he passed the I 1 B evaminaiion and in 1877 
was appointed goveinmcni pleader and ‘ac¬ 
ting’ goveinmcnl law professor He became 
judge, Bombay high court, on a salary of 
Rs 1,700 pm.'’ 

A coniempoiaiv ol Mandlik and Harida.s, 
Shaniar.iin Narayan also made a successful 
career in law He was, in lad. a competitor 
to the former and when judgeship of the 
high court lell vacant, it was difficult for 
governineni lo make a choice, and finally it 
was conleiied on Haridas " 

Also listed as pleaders were Bal Govind, 
at the small causes court and Sadar ^dalal 
and Gopinaih Sadashiv at the judge’s court, 
Karachi I'akvel', ol these years included 
Vribhakandas Dayaram, IJhirajIal Mathura- 
das. who was government pleader and 
Vishnu Moreswar Bhidc who was a teacher 
in Satiya before taking to law. 

Four Elphinstonians held the post of 
deputy collector and magistrate in 1852, 
the salary being Rs 106 pm in the district 
and Rs 150 pm at the Hoozoor, in addition 
to a small allowance for establishment 
charges They were Dadoba Pandurang 
Tarkhadkar, Nana Moroji Trilokekar, 
Nowrozji Byramji and Raghoba Janardhan. 
Dadoba Pandurang first held a variety of 
teaching positions. Beginning life as an assis- 
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tani master at the Elphinstone Institution, 
on Rs 20 pm, Dadoba moved to Surat as 
assistant engiish school master in 1840-41, 
and came back to Bombay in 1846, as direc¬ 
tor of the normal classes. In 1848, he was 
appoimed superintendent, government ver¬ 
nacular schools, on a salary of Rs 300 pm, 
inclusive of a travelling allowance of Rs 100 
pm. In I8S2, Dadoba was appointed deputy 
collector at Ahmadnagar, from where he was 
transferred to Thane in 1858. The collector 
and magistrate of Thane, S P Morgan op¬ 
posed the move. Apparently, harassment by 
the latter led Dadoba to resign at the age ol 
46 on a pension of Rs 116 and 8 anan.s.'^ 
He was confident that he could maintain 
himself on his writings, but losses in the 
share crisis, and the small pension led lo the 
government giving him the position ot 
Marathi translator on Rs 200 pm in 1880. 

Nana Moroji Trilokekar also began his 
career as a teacher—he was head master. 
Thane English School. He then moved to 
governmeni service as translator in the Sadar 
Adakv, head clerk. Thane collectorate and 
at the political superiniendeni's office, 
Kolhapur, where he was also teacher to the 
young raia. Here, he investigated inam 
disputes and was associated with the open¬ 
ing of an English ^hool, the establishment 
of a printing press and a Marathi magazine. 
He was appointed deputy collector first al 
Sholapur and then al Pune, where he was 
poslcd.<for seven years Here Nana Moroji 
successfully gathered evidence against some 
influential Brahmins, who had attempted to 
bribe two judges of the Sadar court, and 
was rewarded Rs 500 for his assistance. In 
I860, he was transferred lo Khandesh and 
then to Surat. He returned to Bombay, in 
1867, as presidency magistrate, which posi¬ 
tion he held for 13 years. Nana Moroji was 
appointed ^iwan of Indore in 1884, on a 
monthly salary of Rs 1,500 pm.” 

Ram Balkiishna Jayakar, who served as 
a teacher in the English school. Ratnagiri, 
moved to Thane in 1845 and then to Bombay 
as dafftardar in the Customs.As head 
clerks were Kiishna Rau Pandurang in the 
Railways, Anania Ballal in the political 
agent's office, Belgaum, Narayan Wamanrao 
in the military board, Anar.drao Chapaji at 
Kolhapur and Babaji Saduba at the post 
office. 

Vinayak Vasudev, Vho also began his 
career as a teacher at Elphinstone, cnicred 
governmeni service as translator in the 
Persian Department. He was then made un¬ 
covenanted assisunt to the revenue com¬ 
missioner on Rs 300 pm, with district travell¬ 
ing allowance of Rs 5 per day, the tours be¬ 
ing for eight months in the year. He was ap¬ 
pointed deputy collector, in 1852, tiut is 
referred to as oriental translator in the 
government's list of 1855.'* 

The English educated were well equipped 
for the job of translation and inierpreling. 
since their curriculum in the primary stage 
was through the medium of Marathi, Gu¬ 
jarati or Hindustani, while in the secondary 
stage English was the medium ol instruction. 


Employed as translators and interpreters 
in the Supreme Court were Narayan Dina- 
nath Prabhu, Naoroji Fuidoonji, Balaji Pan- 
dutang. Byram|i Khurshedji, Mukundrao 
Bhaskar and Balaji Sunderji. Narayan 
Dinanath Prabhu joined the translationf 
department ol ihe Supreme Court in 1844, 
and remained in this position till his death 
in 1870 He then held the designation of 
head native translator, Bombay High Court, 
as the Supreme Court was then known. He 
was among lho,sc who promoted the forma¬ 
tion ol the Bombay Association, and drafted 
the petition to the British parliament on the 
occasion of ihc renewal of the charier in 
1853 He was also connected with the 
managemeni ot Native General Library and 
the f-ramji ( awasji Instiluie.’" 

Naoroji F urdoorji began his career, at Ihe 
age of 19, as tianslator and native secretary 
to Alexander Burns, British ambassador to 
Afghanistan, Irom where he sent back ac¬ 
counts ol his travels lo Ihe Bombay press. 
On his rei'irn, he was appointed inierprelcr 
in the Supreme Court in 1845, and served 
in this position till 1864. As is well known, 
he was associated with various reformist 
activities—the Rahnumai Ma/.dyasnan 
Sabha, the Farsi reform organisation, the 
Bombay Association, secretary and guiding 
spirii, Parsi Law Association and a frequent 
contributor to the Rast Ooflar'' Balaji 
I'andurang was ai first teacher in ihc English 
School, Surat 

In Ihc service of Ihe Rau of Kulch were 
Ramdas Bhanji as translator and Murlidhar 
Giridhar as karhhan (manager or agent) on 
a salary of Rs 150 prn. The latter began his 
careei in Ihe stale as an English school 
master on a pay ol Rs 80 pm. 

Sc>mc of ihc English educated entered 
governmeni service as Umtdwars in the 
general post office, the secretariat and the 
colicctoi’s ‘kjchcri’, Pune and were subse 
qucnily absorbed 

Ihe obscrvaloiy at Colaba, which was 
established in 1822 and recorded ineleoro- 
logical and magnclic observalions, ap¬ 
pointed Kero lasman C hhatre in 1840, 
Cianesh Narayan, Ananta Ballal and Diiisha 
Dorabji in 1842, and Govarc'han laixman, 
who was al lirsi a teacher in 1852 Kero 
I.axman later became assislatil prolcssor of 
mat hemal ICS, Pune C ollcge ’' 

I he employmcnl of the educalcd in public 
service was debated by British governmeni 
officials III Bombay. While .lames Earish, ac¬ 
ting governor of Bombay, 1838-39 and 
member ot the Bombay council, wanted 
Indians to be employed in (losiiions of trust 
and responsibility, Rivctt Carnac, governor 
of Bombay had mainiain'ed that half the ex¬ 
pense would be incurred if the subordinate 
posts in the covenanted service were filled 
by qualified Indians 

The Board of Education, wherein the 
governmentinfluence was obviou.s, linked 
a knowledge of English with government 
jobs. Eiskine Perry, ihe president of the 
board, suggested that appointments in 
judicial or revenue offices be made condi¬ 


tional on a certificate from an English 
school. On the other hand, John Willoughby, 
a member of the Bombay council had 
observed that a knowledge of English was 
unnecessary for more than one-tenth of the 
offices.^' The rules for admitting can¬ 
didates to the lower grades of public service 
were modified to accommodate the 
educated. As soon as a vacancy arose, its 
nature, salary and grade were to be notified 
to the board of education, which would pro¬ 
vide a list of students desirous of taking up 
such jobs However, tbe response does not 
seem to have been as expected for Arthur 
Malet, member of the Bombay council, 
1855, observed that “a large and wealthy 
city” such as Bombay offered employment 
on very advantageous terms, and a number 
of Elphinsionians were pursuing their voca¬ 
tions in private life. His colleague, James G 
Lumsden pointed out that they did not wish 
to enter the "drudgery of public service” in 
lower posts.-'’ The data show that the ma¬ 
jority of the positions in government service 
were located in Bombay city and those who 
look up jobs outside, invariably moved back 
after a while. 

On Ihe question of opening higher posi¬ 
tions to the educated, the Bombay Durpun, 
edited by Bal Shastri Jambhekar, a distin¬ 
guished student and teacher at Elphinstone 
institution, expressed its opinion in 1832. 
While commending the governments of 
Bengal and Bombay for creating appoint¬ 
ments of Indian judges and commissions, 
with enlarged powers and increased 
emoluments, the paper had welcomed (his 
change from Ihe earlier practice of ‘proscrib¬ 
ing a whole nation from every station of 
(rust, rank or emolument and affix upon 
them the stigma ol unworthiness’.*’ 
However in the government’s reckoning, 
“relatively high appointments'' included 
clerical positions. 

How were those who availed of openings 
in government service regarded by their 
British bosses? Erskine Ferry, testifying 
before the select committee on Indian ter¬ 
ritories of the House of Commons staled. 
“I have a very high opinion of the capacity 
of the (latives for offices of trust; wherever 
they have been trusted I believe they have 
given universal satisfaction:'-’" On their 
part, the educated expressing their views in 
the Rasi Goftar observed that “they (their 
British bosses) are ever ready to promote 
their native assistants with all their in¬ 
fluence’’ but pointed out the lack of courtesy 
displayed in addressing Indian dafftardars, 
principal sadar amins and deputy collectors 
as Dadoba, Moroba, Kooverji, etc** 

Among these early Elphinstonians was an 
aspirant to the Indian civil service (ICS) 
examination, Rustamji Hirjibhai Nk^dia, son 
of Hirjibhai Merwanji Wadia, who went to 
study at university college. London. He 
found that the curriculum was different from 
what he had st udied at India, though he ob¬ 
tained certificates of honour in English, 
latin, Erchch and mathematics, and that the 
age limit had been reduced to 22. He wrote 


Economic and Political Weekly April 4, 1992 


717 



to the Morning Star, “i think that the British 
government with its usual justice should, at 
least, act towards them in such a way as to 
make them [Indians) feel that, they are not 
throwing away time and money in pursuit 
of an imaginary object.”'" He sent a 
memorandum to the secretary of state in 
I8S8-S9. Dadabhai Naoroji and Wadia's 
father also wrote to the British government, 
but to no avail. Wadia then went to the 
United Stales, where he got the sole agency 
of Wheeler and Wilson sewing machines and 
of a 'painkiller medicine'. On his return to 
India, he joined his uncle's firm, Dosabhai 
Merwanji and succeeded in establishing con¬ 
nections with American business houses ” 

Nowroji Cowasji Pocha, who lopped the 
examination at the university college, was 
alto hopeful of entering the ICS but was 
called back to India due to domestic cir¬ 
cumstances and joined the firm of L.akhim- 
das Khimji, after 1864 

Next to positions in the public service, 
leaching was favoured as a career In fact, 
many in the former category began life as 
teachers, particularly in the Einglish and 
vernacular schools ol the L-lphinsione 
institution. 

Among the renowned teachers was Bal 
Shastri Jambhekar, who began his career as 
deputy native secretary, Bombay Native 
Education Society on a salary ol Ks 50 pin 
He succeeded S K Chhatre as native secre¬ 
tary. on Rs 100 pm He next served at 
Akaikot as tutor on Rs 120 pm, but came 
back to the institution in 1834 as senior as.sis- 
tant professor, on Rs I.5() pm. I hree years 
later, his salary had doubled and in 1838 
Jambhekar headed the college school esta¬ 
blished to train students fur entry to the new¬ 
ly set up Elphinslone College He also serv¬ 
ed as educational supcrmtcndenl, inspecting 
schools for lour months in a year and was 
sub.sequently appointed acting piotessor ol 
mathematics and astronomy in the college, 
on a salary of Rs 450 pm He was the driv¬ 
ing force in the establishment of the normal 
class for training teachers Among his 
students were Dadabhai Naoroji, Bhau 
Mahajan, editor ol Prahhakar. Vishnu 
Narasimh Joshi. who was to head the astro¬ 
nomy department, Poona Sanskrit College 
, Atmaram Pandurang, the rir.sl president of 
the Prarthana Samaj^ Bhau Daji, medical 
practitioner and .reformer, Ragunath 
Narayan Khot, commercial magnate and 
somc mentioned above, Nana Moroji, 
Narayan Dinanath, Nowro/ji Furduonji, 
Vinayak Vasudev, Ram Baikt ishna and kbro 
Lakshman." 

Dadabhai Naoroji was know n as Dadabhai 
professor to many pupils and to him "no 
other title created in me that sense ol 
pride”.’* Among his students were 
Ramakrishna Ciopal Bhandarkat, the gieat 
orientalist and Bal Mangesh Wagle. who was 
chief justice ol Baroda, when Dadabhai was 
prime minister there Dadoba Pandurang. 
who succeeded Jambhekar as supeiiniendcnt 
had such an impact on his students that he 
found material among them lot organising 


a society to carry forward the movement he 
began at Surat, when he was teacher at the 
English school." Sorabji Shapurji Bengali 
was a student of Nqwro^ji Fuidoonji and 
later a close associate in the latter's public 
activities Dinshaw Edalji Wacha refers to 
Ardeshir Framji Moos, who was well known 
lor his studies in natural science and to the 
brilliant teaching of Hormasji Dadabhai. 
who later became a judge of the small causes 
court" and was a contributor to the Rau 
Ciofiar 

Elphinstonians also taught at other local 
institutions Naoroji Dorabji set up the 
Nocturnal Society to coach students in the 
English language At the Ciencral 
Assembly Institution, founded by John 
Wilson, were Govind Narayan Shenvi and 
Bal Dinaji; at the Portuguese school, 
Mazagon was Jehangir Riistomji; at the 
Jamseiji Jeiecbhoy Parsec Benevolent 
Institution, Framji Manekii, at the Ciokuldas 
Tcjpal Vidyalaya, Karsandas Mulji and 
Muncherji Romanii Gagrat; and at the 
Prabhu .Seminary, .Shamrao Moroji Thev 
wete selected foi English schools outside 
Bombay—Janardhan Apa Shastri and 
Jehangir Hormusji m Thane; Ada Silva in 
Pune; Balkrishria Sadashiv in Sholapur, 
Ramchandra Dinanath and Paia.suram 
Visnu in Ralnagiri, Narayan Balial in 
Dhuha, Raghunalh Jagannath, who was a 
teacher in Elphinstone Insiiiutiori in 1846, 
on a salary of Rs 45 pm, is mentioned as 
‘actiiig’ masici at Dharwar English .School, 
1852, while Motirarn Narbhaitam served 
in Sural, Gowasji E.dalji in Broach, 
Jetiashunker Knpashankci in Bhuj, on 
Rs 60 pm. Visnu Ganesh in Hyderabad and 
Moliram Raiaram in Rajkot on Rs 40 pm 
Sakharam Balkrishna. who left E'lphinslone, 
in 1838 was at first private school master. 
Ahmedabad, then at his Alma Mater and 
finally joined the normal department, 
Dharwar as an E.nghsh teacher.''' Motiram 
Bhagubhai, who was a vernacular master in 
the Parsi Panchayal Schtxrl, Bombay, moved 
to Surat as master in Jamshedji's school *" 
Sorabji Edalji moved from Elphinslone to 
mastership at the Nowsary English School, 
the normal notice period being waived in his 
case because of K N Gama’s rec-ommendaiton. 

The position of tutor m the princely states 
provided higher salaries, as has been pointed 
out above m the case of Jambhekar Balwant 
Friambak served at Akaikot, in 1829, and 
was subsequently superintendent of schools, 
Saiara ■*' I he raja ol Jhabua and the 


Na^ab of Jowra began their study of the 
English language with Dadoba Pandurang 
and Nana Narayan, who was tutor later to 
the family of Vinayak Shastri of Baroda. 
keshav Rao Narasimh, at first tutor to the 
raja ol Kolhapur, in 1842, was in the ser¬ 
vice of Baroda state, in I8S5: Ganesh 
Dhondev was tutor to the chief of Mudhal; 
Somnarayan Nandnarayan to the nawab of 
Junagarh and Motilal Jirandas to the prince 
of Kutch Principal John Harkness of 
Elphinstone recommended his students to 
such positions —Bhaskar Damodar Palande 
to Jamkhandy, Pranlal Mathuradas to 
Junagarh and Narayan Vishnu to the 
jagirdar's School, Belgaum, on a salary of 
Rs 100 pm.*- 

Some teachers rose in education service 
Rao Bahadur Narayan Bhai Dandekar, left 
his teaching job at Elphinstone Institution, 
for a writer’s post in the judicial department 
III 1853 He served as curator of the govern¬ 
ment central book depot and was later ap¬ 
pointed deputy inspector of schools, prin¬ 
cipal of the Poona Training College and 
director of public instruction.*^ Those who 
became educational visitors, in these years, 
were Pranlal Mathuradas for Ahmedabad 
and Kaira, Bhaskar Damodar Palande for 
Ahmednagar and Khandesh, Mohanlal 
Ranchoddas for Surat and Broach and 
Mahadev Govind Shastri for Pune, Satara 
and Sholapur. Bhaskar Damodar was later 
head native assistant, Inam Commission on 
a salary of Rs 300 pm.** Bhogilal Pran- 
vallabhdas, who began as a master at the 
Ahmedabad school followed Mathuradas to 
Junagarh and modelled the education 
department there on ‘a progressive basis’.*' 
Dalpatram Pranjivan Khakar rose to be head 
master, Goculdas Tejpal School, tutor to the 
Thakur of Rajkot and educational inspec¬ 
tor, Kutch ** Kavasji Skapurji was deputy 
inspector of Gujarati schools in the city of 
Bombay.*' 

Nevertheless Indian masters were paid 
half of what their European counterparts 
received. At Elphinstone institution, in 1857, 
Ardcshii Framji Moos’ salary was Rs 110 
pm and Bomanji Pcstonji master’s Rs 100 
pm while Charles Anthony Beyts received 
Rs 225 pm.*" Ten years earlier, Dadabhai 
Naoroji had been paid Rs 100 pm as master. 
Assistant masters’ salaries ranged between 
Rs 20 and Rs 75 pm There was no system 
of rugular increments.*'' A wide disparity in 
the salaries of English and vernacular 
teachers is apparent, the head master of the 


Table; Elphinctonians in Service 


Name 

Present Post 

Salary 

Date of 
Appointment 

Khandass Mancharan 

I class surveyor and builder 

Rs 100 pm 

9 

I/9/IS48 

Naserwanji Chandabhai 

II class surveyor and builder 

Rs 80 pm 

-do- 

Jagannath Sadashiv 

-do- 

-do- 

-do- 

Harichand Sadashiv 

-do- 

Resigned 


Vitial Vasudev 

-do- 

Rs 80 pm 


Vasudev Bapu 

1 class assistant surveyor 
and builder 

Rs 60 pm 

3/9/1849 


718 


Economic and Political Weekly April 4, 1992 



English school receiving Rs 300 pm and his 
counterpart in the vernacular section, being 
paid only Rs 30 pm. Gangadhar Shastri, 
inspector or Vernacular schools received 
Rs 80 pm, after 23 years of service.’® These 
jobs were not ideal, either: Cooverji Rustamji 
left this position because, ‘high connections 
mattered’, while another teacher, who signed 
as Junius, left for a clerical position in 
China, .since ‘everything goes by favouritism 
'and nepotism here’ Poor results in the 
Elphinstone and Grant Medical Colleges, m 
the 1850s were attributed to the school 
teaching of the Indian masters. The Hast 
Goftar took up cudgels for them, pointing 
out that low salaries did not draw compe¬ 
tent persons to the profession, while even 
proof readers at the Bombay Times were 
paid Rs 60 to Rs 80 pm.'- 

Beitcr paid jobs attracted teachers— 
Ardeshir Framji Moos resigned as assistant 
professor of chemistry and physics and 
took up an appointment with the tele¬ 
graph department because he was ‘better 
remunerated there’ " Subsequently he 
became secretary, Bombay Royal Mills on 
a salary of Rs 1,200 pm and later joined thc 
lamily business.'** His colleague, Pcstonji 
Jehangii falyarkhan who was librarian in 
the college in 1856, later entered government 
service as sub-assistant, ‘Inam’ Commission, 
followed by an assignment with the Bombay 
government The Baroda government insiied 
him, subscquentlv, to place its land revenue 
system on a sound looting Falsarkhan 
was among the writers who coniribiiied to 
the Bail Goflar Munehciii Bomanii Ciagrai 
mentioned above joined ihe translation 
department ol the high eouil and rose to be 
chief translator as he was well-vcrsetl in 
Maiaihi, Hindusthani and Mon I hose 
who moved fiom assistant mastership ai 
Llphinstonc were Kdalii Rustamji, on a 
higher salary, to the l^rsi Panchavai Instiiii 
tion, Bhaskai Damodai to a situation in the 
secretariat, Anandrao Chapaji to the job ot 
clerk and translator, at Kolhapur, on a salaiy 
of Rs 100 pm, Namdeo Naiayanji to the 
medical board and Harishankar Balkrishna. 
as clerk in the secretariat ' Interestingly, 
Narmadashanker I alshanker. who left Ins 
teaching job in 1858, mentions his jcib as 
being a poet, two years later. 

There were teachers who took to com¬ 
merce. Dadabhai Naorpji accepted the ollei 
of the Camas ol Ijondon to join them Prin¬ 
cipal Harkness held that Dadabhai had 
exchanged mathematics for merchandise, 
but Dadabhai wanted “to see an intimate 
connection established between England and 
India”, and to provide a home for young 
Indians, who might go to England to com¬ 
pete for the ICS examination.'" His subse¬ 
quent career is well known He established 
the Ijondon India Society and E.ast India 
Association In 1862, Dadabhai .separated 
from the Camas and set up on his own but 
this enterprise failed and he returned to 
India in 1866 as Dewan of Baroda. He 
was subsequently member of the Bombay 
Municipal Corporation and Bombay 
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Legislative Council. One of Ihe founders of 
the Indian National Congress, he presided 
over the sessions of 1886 and 1893. In 1892 
he was elected to the British Parliament and 
was member of the royal commission on 
Indian expenditure, 1895."* 

Bomanji Pestonji Master, Dadabhai's con¬ 
temporary and colleague at Elphinstone 
Institution, began his career in 18^ as assis¬ 
tant master. He rose to be assistant professor 
and was associated with the students literary 
and scientific society, being a pioneer of 
women’s education. However, after 13 years 
of service in the education department he 
went to England as general manager of the 
firm of Bomanji I ramji Cama, in which he 
subsequently became a partner. He returned 
to India as manager of the firm of Dinsha 
Gandhi. A member of the Bombay municipal 
corjioration from its establishment, in 1872, 
he was activelv involved in the problems of 
adequate water supply to Bombay city."*' 
Karsondas Mulji, who also began his 
career as an assistant master, was later at the 
Cioculdas lejpal School as teacher. His 
work, ncrc, so pleased T C Hope, educa¬ 
tional inspector, Ciujarat division that he was 
appointed head master ol the Government 
E.nglish School, IXvsa, on a monthly salary 
ol Rs 80 phi in 1857 Owing to ill health, 
he had lo leave this job, after only 10 
months On his return lo Bombay, he was 
appointed in the Fort Branch School, during 
which peiiod he wrote foi the Bum Goflar, 
and lo the S/ree HotJh. Under the palionagc 
of the magnate, Mangaldas Naihubhai, he 
managed and edited the Salya Brakash 
During this period, Karsondas exposed the 
maharajas ol ihe Vallabhacharya Vaishnavite 
sect and in ihe I ibel case itiai followed many 
ol his lellow L Iphinslonians were his 
witnesses Karsondas also made a shill from 
leaching lo coniiiiercc He joined the firm 
ol Kaisondas Madhavda*- and went lo 
I ngiand lo do business, bul decline in the 
price of lo'ion led lo losses and he had 'o 
rclutn 10 India His venture overseas led to 
his excommunicalion by ho caste, Ihe 
Kapole Banias Al ihe instance ol Banle 
f rerc, governor of Bombay, Karsondas was 
appointed assistant superintendent lo Ihe 
political ageiil, Kalhiawar, where he also 
seived as luloi to the voung Thakore His 
work was apparcmiy so satisfactory that he 
was next appointed special assistant on 
Rs 51K> pm ai I iinree"- 

1 hose who loined educational institutions 
m del leal capacities were Ganoba Balaji, in 
ch.irge ol ihe libiary, E.lphinstonc Insliiu- 
non, Shamrao latiaji, in Ihe council of pro- 
lessors Elphinstone College, Gqpinath 
Naravaii Shenvi in the general assembly 
insiiluiion in the vernacular section 
sccieiary’s olfice and Ganesh Viswanath in 
the service ol the missionaries at Nasik."' 

Ll.ihinsiomans were also employed with 
newspapers. Among the early batch, three 
are menlioned as having their own papers— 
Al nit ram Keshav, United Service Gazelle, 
a daily in English established in I84U: 
Virishwar Sadashiv Chhaire, Dnyan Sindhii, 
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a weekly started in 1843; and Bhau Mahajan 
alias Govind Vilhal Kunte, who made jour¬ 
nalism a full-time career and established 
three papers, Prabhakar, a .<iiccessful and 
important weekly in 1841, Dhumkeiu, a 
weekly in 1853 and Dnyan Darshan, >a 
quarterly in 1854. 

Others employed in various capacities 
were Nowroji Dorabji, who left Elphinstone 
Insiituiion in 1835 to be a writer in Sind and 
in 1843, was with Samachar, Sorabji 
Rusiamji, press reader, Bombay Gazelle', 
Edalji Rustamji, reporter, Bombay Gazelle', 
Darasha Dorabji, reporter Bombay Times 
and .Sorabji Manchcrji, editor Jam-e- 
Jamshed The Samachar, started in 1822 as 
a Gujarati weekly appeared as a daily 
throughout 1832 and in 1833 became a 
biweekly"' While the Bombay Times and 
Bombay Gazelle were English papers, the 
Jam-e-Jamshed, started as a Gujarati 
biweekly, in 1832, catered mainly to Parsi 
readers. 

Dosabhai Framji Karaka served as editor 
of lam-e-Jamshed, when he converted it into 
3 daily He also conducted Jagal Premi, 
started by Sorabji Shapurji Bengali. He was 
manager, Bombay Times and subsequently, 
sub editor. He was made asses.sor to the 
municipal commissioner, in 1859 and was 
the first Indian to be magistrate of police, 
when he was in charge ol the collection of 
licence tax. When this was abolished in 1869, 
he was transferred from the judicial to the 
revenue department and made income tax 
collecior, and, on the abrogation of this tax, 
revcricd to magisterial service Karaka soon 
became second prcsidenc? magistrate. In 
1874, he was made temporary chief 
magistrate and revenue judge and finally 
nominated collector of Bombay. He was 
later sheriff of Bombay, a fellow of the 
university and a member of the Bombay 
legislative council and Bombay municipal 
council."*’ 

Cawasji Edalji Khambhata, editor, 
Bombay Samachar also contributed to the 
Basi Goflar and Parsi Miiar. Khambhata 
went to China on business, and then joined 
the Camas in 1 ondon. On his return to India 
he was agent. Port Canning and Land, 
1872-76 

Private commercial offices employed the 
English educated as clerks and accountants. 
T he European firms included merchants 
and agents: Boaden, Campbell Mitchell, 
Edmonds, Forbes, Frith, Grey, Lernev, Nicol, 
f\>llock Faithful, Richmond, and Wallace"* 
Manchcrji Shapurji and Pestanji Jahangiriji 
were godown keepers with Pollexfen. It is not 
certain how much these jobs were paid. 
Sambhu Pandurang, clerk with Remington, 
had a salary of only Rs 30 per month. Never¬ 
theless, Sundar Raghunath who was, at first, 
clerk with Bombay Geographical Sodety 
moved to clerkship with Nicol and Company. 

The Indian employer firm which is men¬ 
tioned by name is Jamsetji Jejeebhoy’s of¬ 
fice where Bhaskar Pandurang Ikrkhadkar, 
known for his appraisal of British colonial 
policy, worked, in the 1850s, Krishnanath 
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Ramchander worked in this ofnce on a 
salary of Rs 90 pm.*’ A few of the 
educated are listed as being employed in 
"merchant’s ofnees”, the names of the 
merchants not being specified. However, 
Indian firms outslSe Bombay are mention¬ 
ed, viz, Dosabhai Framji, Calcutta; Framji 
Beramji, Muncherji Cama, P F Cama, all 
three at canton and Cama. London. Pestonji 
Edaiji, as clerk in China, was paid Rs 100 
pm and Kasim Khaky, also in China, receiv¬ 
ed Rs 150 pm. It is noteworthy that Hindus 
do not figure among those who look 
employment overseas, most of them being 
Parsis. 

Sorabji Rustamji Mody and Khandcrao 
Moroji were articled clerks lo R A Dallas, 
solicitor.’" Moroji was later enrolled as 
solicitor of the Supreme Court.” Other 
articled clerks mentioned arc Vinayak 
Harichand, Pestanji Edalji, Talekchand 
Manekchand and Shamrau Pandurang.’- 
Some were employed in banks as was 
Ganpat Madanji in the savings bank. 

Sorabji Shapnrji Bengali also started his 
career with the Bank of Ceylon, on Rs 10 
pm. After serving as an apprentice for two 
years, he moved to the Commercial Bank in 
1845, on Rs 20 pm. He applied to Dallas, 
to be articled, but English solicitors were not 
taking Indians, at the time; and later when 
Dallas was willing, Bengali had decided on 
a commercial career. In 1854, he moved to 
Mercantile Bank, where he rose to be deputy 
accountant. Then, he became assistant lo 
Muncherji Framji Cama. guarantee broker 
to W and A Graham on a salary of Rs 500 
pm. He was deputed to select and purchase 
cotton for the company and, in 1863, was 
receiving a consolidated income of Rs 12,000 
pa. On Cama's retirement, he set up business 
with Varjivandas Madhavdas and though his 
share of the capital was small, he received 
half the share of profits, his commercial 
acumen being regarded the company’s asset. 
Simultaneously with his career, Bengali, as 
is well known, was a reformer and a prolific 
contributor to the press. He started the mon¬ 
thly, Jagai Milra in 1850 in Gujarati, pro¬ 
viding western ‘knowledge’, another mon¬ 
thly, Jagai Premi, in 1851 to remind Parsis 
of the wisdom of ancient Iran and Stree 
Bodh in 1857, especially for women. He also 
served as editor of the^ Bombay Samachar, 
for a while and of thk Rgsi Go/lar from 
1858. He was associated with the Rahnumai 
Mazdyasnan Sabha, the Bombay Associa¬ 
tion, the Bombay Presidency Association 
and later the Indian National Congress. He 
served as justice of peace, member of the 
Bombay municipal corporation, the Bombay 
legislative council and sheriff of^mbay.” 

Among others who made successful 
careers in commerce was Javerilal 
Umiashanker Yagnik, who began life as a 
clerk in a spinning and weaving company 
Yagnik was also a reformer, a supporter of 
Muiji in the maharaj libel case, a member 
of the Bombay a.ssociation’s managing com¬ 
mittee, a member of the municipal corpora¬ 
tion, Bombay branch of the East India 


association and the Indian National 
Congress.’* 

Raghunath Narayan Khot also began life 
as aclerk in Frith on a salary of Rs 50 pm, 
but soon became book-keeper, on Rs 500 
pm. Subsequently he was guarantee broker 
and set up Lakhimdas Khimji.” He was a 
justice of peace and took active part in 
municipal affairs. 

Vijbhacandas Atmaram joined the firm 
of Dassabhoy Merwanji as a clerk on Rs 15 
pm, and his rise was so swift that when he 
left them, after eight years of service, his 
salary was Rs 8,000 pa. Thereafter, he was 
guarantee broker and a senior partner in a 
firm dealing with cotton, wheal and seed. 
He was also # justice of peace.’* 

Nawrozji Nanabhai Framji and Sorabji 
PestonjrFramji, both grand sons of Framji 
Cawasji Banaji, a great supjxirler ol western 
education, were brokers to Volkart, Nawrozji 
Nanabhai had studied in the engineering 
class of Elphinsionc Institution, but finding 
no suitable opening alter completion of this 
course, had rejoined the institution. Sorabji 
f^onji joined his cousin, Manaji Nanabhai’s 
firm as a partner and subsequently opened 
a branch of the firm in London. The firm 
prospered and Sorabji Pestonji gave 
generous donations to Bombay university. 
But during the share crisis of the 1860s he 
lost everything and died in abject poverty ” 
Others listed as brokers include Shapurji 
Ardeshir, assistant broker to Ritchie Stuart 
and Karsandas Mahadevdas, broker to 
Stuart Hobart. A success story was 
Premchand Roychand, who was educated at 
Elphinstone till the age of 16, whereafter he 
became a share broker and by I860 had 
made a large fortune. His munificence lo 
Bombay University is well known. He also 
donated land to the Scottish orphanage at 
Mahtm.’* 

Some Elphinstonians indicate their jobs 
as ‘merchants’, without specifying what they 
dealt with. A few of these would have been 
hereditary business^ English education 
coming in handy in commercial dealings li 
IS noteworthy that Parsis were in a majority 
in this category—between 1827 and 1842 
while 20 were Parsis, only five Hindu and 
one Christian merchants arc mentioned and 
the same trend is noticeable in the 1850s. 

Those listed as ‘partners’ include Narayan 
Krishna L.ad, who left Elphinstone Institu¬ 
tion in 18.30 and is mentioned as partner in 
Wood and Company. It is not certain what 
this firm was dealing with. He started Aina 
Sikandar in Persian with Ganpatram 
Munshi, because they fell the want of a 
newspaper in a language as “rich and univer¬ 
sally esteemed” as Persian 

Kharshedji Rustamji Cama, who leti 
Elphinstone at the age of 18 in 1849, first 
served as, an apprenttce in the mercantile 
firm of his relative at Calcutta and then join¬ 
ed the Canton firm of his uncle, Riiiionji 
Cama. With Dadabhai Naoroji, Cama 
established a company in 1855, which turned 
out to be an unsuccesslul enterprise. He was 
a close associate of Dadabhai in reformist 


efforts, wrote to the Rasi Coftar and was 
president of the Rahnumai Sabha.*" Others 
who did business in China were Framji 
Edalji, partner, B Framji, Ardeshir Pestonji 
and Dadabhai Rustamji while Pestonji 
Sorabji established himself at Aden and 
Rustamji Jamsetji at Calcutta. Pallonji 
Jamsetji Kapadia was sent to England as a 
partner in his father’s firm. Later a member 
of the Bombay municipal corporation and 
fellow of the Bombay university, he was a 
scholar of Iranian literature.*' 

Belonging to the Lowji Wadia, family of 
shipping magnates, were Cursetji Dadabhai 
Wadia, Pestonji Dadabhai Wadia and 
Cursetji Nowroji Jamsetji Wadia. Cursetji 
Dadabhai had a brilliant academic career 
and initially worked for his father’s firm, 
DM Pestonjee, but later joined .Martin 
Young, as guarantee broker. He was 
associated with the establishment of the 
Bombay School of Industry.*’ His brother, 
Pestonji Dadabhai was also a good student 
and began his career in their father’s firm. 
He later went to China, where the firm 
failed, in 1850. On his return, he was 
employed in a mercantile firm and in 1865 
was appointed secretary of Manekji Petit 
Mills Pe.stonji was regarded an elficicnt ac¬ 
countant and during the share crisis his ser¬ 
vices as liquidalor was taken up by three or 
foul concerns.''' Ciusetji Nowioji Jamsetji 
Wadia joined Ewart l.atham as head 
salesman 

Mcniioncd as being proprietor of a prin¬ 
ting press in 1856 was Louis D’Souza, who 
IS perhaps the same a.s L M D’Souza, whose 
press was in Kalbadevi,*' Rustomji Ranina, 
who was fust with the native general library 
established in 1845, later bought the Union 
Press, together with a few of his friends. He 
was also an auditor to the Bombay 
municipalilyBhujungrao Krishna was 
proprietor ot an oil manulactory 

I he Elphinstone Institution established an 
engineering class in 1844 to train subordinate 
engmeers and surveyors for government ser¬ 
vice. Some of them were appointed in 1848 
A list compiled by government in 1850 
(TableJ^ shows the Elphinstonians in its 
.service 

Nasserwanji Chandabhai was subsequent¬ 
ly appointed teacher iti the civil engineering 
class, which opened in Bombay in 1854 and 
was attached to the chief engineer’s office. 
The class was dissolved m 1857. When he 
was promoted as I class assistant engineer, 
he was placed in charge of the engineering 
school at Pune. He left government service 
in 1863, and set up on his own building mills 
and bungalows. He was subsequently a JP 
and member of the Bombay municipal cor¬ 
poration.** h IS inieiesiing that Nasserwanji’s 
sons, Shapurji Nasserwanji Chandabhai and 
Muncherji Nasserwanji Chandabhai also 
became engineers and architects."’ Furdunji 
Jamsetji was assistant-surveyor and builder 
at Sural. However, not all students lounu me 
job openings satisfactory to recompense 
them for their three years ‘additional and 
expensive’ education.’" 
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Among those who received their early 
education at Elphinstone and trained as 
engineers at the Poona class was Muncherji 
Cowasji Murzban, who joihed the public 
works department in 1857, and was 
associated with the construction of the 
general post office, telegraph office, 

J J Khool, Cama hospital, Alexandra girls 
school and Petit library.*' Khan Bahadur 
Bomanji Sorabji was also educated ai 
Elphinstone and later at Poona. He too was 
assistant engineer in the public works 
department and later served as acting pro¬ 
fessor of mathematics.*’ 

Vandravandas Purushotumdas, who 
received his early education at Elphinstone, 
joined the firm of contractors, Kallianjt 
Sewji, which undertook the construction of 
the GIP railway He was also associated with 
the reclamation of the backbay.*' Rustamji 
Edalji was assistant surveyor and builder at 
Nasik. Harichand Gopal who was educated 
ai Wilson’s General Assembly Institution, 
Bombay, and trained as a surveyor and 
Draughtsman in the drawing class of the 
institution, was employed by the contractors, 
Wythes & Jackson, and is later mentioned 
as being suiveyor at C'handanwadi m 
1865 *■• 

The Elphinstone College ran a photo¬ 
graphy class tioni 1855 to 1857 One of the 
students, Cawasji Shapurji was appointed 
photographer and phtographic printci at the 
government central museum.*' Harichand 
Chintamon, who won the first prize of Rs 50 
for the best photographs in,the class of 
1856, IS mentioned as a Photographer, with 
his establishment at Rampart Row*'' 
Among the other students were Ardestnr 
Erainji and Vmayak Vasudev, referred to 
above, who may have pursued photography 
as a hobbv- 

( ONCtl SION 

Government service appears to have been 
the chosen career lor the majority of the 
English educated in Bombay city Howevei, 
few o( them reached high positions such as 
.udges in the high court A handful o( 
Flphinstomans were appointed deputy col 
lectors by the Bombay government while the 
majority were in subordinate levci positions. 
Teaching was opted lor by others. Mans 
began life as teachers but found their jobs 
so unreniunerative that they left lor belter 
paid situations wifh government or wiih 
commercial offices, even in a clerical 
capacity. The educated also took up private- 
service, both in the ci'y and overseas, while 
some were clerks a few rose from clerkship 
to make successful careers m commerce To 
those employed in family enterprises, 
knowledge of Fnglish may have been an ad¬ 
vantage in their business dealings A small 
number took up careers that the vocational 
courses offered at Elphinstone institution in 
these years, viz, law, engineering and 
photography, trained them lor. Most ol 
those who pursued English education m 
these years did so till they found suitable 


openings. Consequently the numbers in 
higher education were (ewer. Those who did 
avail of these facilities were prepared for 
decision-making, but found themselves in 
jobs that required paper shuffling. Never¬ 
theless, to the few whose rapid career suc¬ 
cesses have been cited above, social prestige 
and material betterment must have resulted, 
though a minority among the educated came 
from wealthy families. While some of these 
personalities played significant roles tn 
public life, others led ordinary lives which 
would be undocumented. 

I General Oeparlmeni Volumes, Maharashtra 
Governmcni Archives (hereafter CD). 1843, 


Vol 24/A, pp 185-91. This has also been 
referred to bv Dobbin. 

Christine Dobbin, Urban Leadenhip in 
Weslem Indio, London, Oxford Univaniiy 
Press. 1972, p 39. 

2 The Students' Literary and Scientific Socie¬ 
ty was started in 1848 as an association of 
students and alumni of Elphinstone institu¬ 
tion and, in 1853, look in all educated per¬ 
sons as members. The society served as a 
forum for the discussion of wide-ranging 
social issues and took the lead in promoting 
women's education by setting up girls’ 
schools Proceedings of the Students’ 
Literary and Scientific Society, Bombay 
(hearafler SLSS), 1854-56, Bombay, 1856, 
App, pp vi-xi. The Board of Education was 
the agency responsible for the promotion 
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ot education in Bombay presidency, 
lMO-35. Reports of the Board of Education, 
Bombay (hearafter RBEt I8S0-SS; Report 
of Director of Public Instruction, Bombay 
(hearafter RDPr), 1860-61, pp 36-38 

3 CD, 1855, Vol 21, p 83 

4 Revenue Department Volumes, 
Maharashtra Ciovernnieni Archives 
(hereafter RD), 1852, Vol 20<>, p 24V 

5 G E Buck land. Dictionary of Indian 
Biography, London, Swan Sonnenschcin, 
IV06, p 441 With his biother, Vinayak 
Vasudes', Janardhan Vasudev edited the 
Bombay Samachar for a while. 
R P Karkaria, ‘History ol the Bombay 
Samachar’ in Calcutta Revieiv, No 212, 
April 1898, p 230 

6 RD, 1852, Vol 209, p 24V 

7 Later Moroba Kanoba lommitlcj suicide 
along with his wile, in ihe CmAalia lank 
A, K Priolkar, Ran Huhadur Dodn'<a 
Pandurang Almai h,;ni-\i am ( hanira. 
Bombay. Kcsh.iv Uhikaii Dhaviile. iV4", 
p 50 

8 British Parliaiiu ntai V PapiTi hirsl Reporl 
from the SeU\l Lommiiiee on Indiana 
Territories, IS52-}.t Shanon, Ireland. Irish 
University Press. IV72, pp 115-16 I hi ‘mun- 
sif was the lowest Indian judicial tunc 
nonary B B Mishra, The Indian Middle 
Classes, Delhi, Oxford University Press, 
1978. p 414. 

9 Elphinslone College Records, when lon- 
siilted, ihcsi' records were in the flphinsuine 
College premises and have since been 
shified III the Maharashtra tiovernmeni 
Archives, thereafter EK'R) 1852, Madan 
Shri Krishna/Principal lohn Harkness, 
August 10. 1852 

10 Priolkar, Dadoha Pandiirang, p 260 The 
salary lor ihc judgeship ai I he Small ( auses 
Court was Rs 15(K) pm B B Mishra, 
Adminisirulive llislors ol India, Bombay. 
Oxford Uiiiversiiv Press, p 204 

11 Ci P Pillai, Re/mssenlative Indian', london, 
George Rouiledgc. I8V7, pp 258 62 
N V Mandlik(ed), Writings and Speeches 
of Viswanalh \'aravan Mandhk, Bombas. 
1896. pp 3-4 

12 R H Jalbhoy, The Poriraii (lullerr o/ 
Western India, Bombav, The Author 1886. 
No page numbers, Priolkai, Liadoba 
Pandurang, p 150 

13 Mandhk, Writings and Spetches ot 
Viswanalh Naruvan .Maiudik. p 6 

14 RD, 1852, Vol 20V. ji II 1 he Dcpuiy k ol 
lector usually remained m iharge ol a 
territorial sub-diviaion >il a disirn, or a 
treasury or in some proyinces ol higher 
irimmal cases or ol any fixed assignmeni 
given to him by the eollcilor Mishra. 
Administrative History of India, p 205 

15 This fact IS referred to by Dadoba's 
daughter, Ahaiyabai in her work, Shishu 
Bodh, Priolkar, Oadoha Pundurang. 
pp 228-29 

16 Ibid, pp 348-49. 

17 Rao Bahadur Nana Moroji Murnhauhe 
Mq/i Magistrate YancheChanlra. Mumbai. 
Javji Dadaji Narayansagar Press, 18V2. 
pp 24-39. Jalbhoy, Portrait Gallery 

18 J V Naik, ‘Early Anti Caste Movement m 
Western India: The Paramahamsa Sabha’ 
in Journal of Asiatic Society of Bombav, 
Volumes 49-50-51/1974-75-76. p 149. 


19 RD, 1852, Vol 209, p 502, CD, 1855, Vol 21. 
p 183. 

20 Native Opinion, May 22, 1870. Petition to 
Parliament from the Members of the 
Bombay .Association and Other Native 
Inhabitants oj Bombay Presidency Relative 
to the British Indian Government, Bombay. 
1852. p 23 

21 Sorabp Jehangir. Representative Men of 
India, laindon, W H Allen and Company, 
1889, pp 169-71. G A Natesan(ed), Famous 
Porsee.s, Madras, Nalcsan and Co, 1930, 
pp 32-44 '[ he Rust Goflar was an Anglo 
Gujarati paper, financed by K N C ama, 
started in t85i. n ihampioned the c.uise ol 
social reform 

22 Gazeteer n) Bombav Cnv and Island (3 
Vols), Bombas, I lines Press, IV(N, Vol 111, 
p 228 

23 Retxirl of the Boird ol l.dui anon (herealici 
RBE) Bomb.is, if''2, p 45 

24 Hk, lie Pablo Prim e, lings, No III, -Xpril 22, 
1840 

25 RBI. 1847 and I84S, pp 186-87 

26 Of). lhS5, \.,i .>1, pp 11(1, us 

2.7 IheBomiK'i /Jiir/x/ri began as .i loitnighlls 
in 1832 and i.iier bciamc a weekly It li.id 
about 280 subsiribcrs .ind lasted (ill 1840 
fhe paper was so popiil.ir ihal a reader m 
the molussil claimed lliai Ins lopv was read 
by 50 persons, Bomhus \iinve Observer, 
Marcli 14, 1833 

28 Brilisli l\irliuiiientar\ Papers, pp 218-19 

29 Ras! Goflar, Aiigusi 2', 1861 

.30 Ibid, August 14, 185V 

31 Rullonp Aidishir Wadia. Siions r>/ I imji 
H'adiu, Bombay, The Aiillior, IV64, 
pp 21V 20 

32 H D Daru khanawala. Parsi I usire on 
Indian Sod. Bombay, Ci Cla ridge and k om 
paP.y. IV3V. Vol II, p704, IJadabhai Naoroji 
was '.he IvK al guardian to Nowrop k owasji 
al I ondnn 

33 Memoirs and Hillings oJ Acharva Hal 
Gungudhar Sbu,,iri Jamhhekar (1812 1846), 

. (i G Jambhekar, 3 Vols, Poona, published 
by G G Jambhekar (ed), 1950. Vol I. pp xii-x 

34 R P Masani, Dadabhai Naoroji, layndon; 
George Allen and Unwin, 1939, p 40. 

3' Naik 'Early Anii-C a.sle Movement in 
Western India’ in lourniil of Asiatic Sin lelv 
of Bombav, 1974/ 75/■76. op cit. pp 136 37 

26 N S Bengalee, Life or 'sorahjee Shapoorjee 
Bengalee CIE, Bombav, nd, p 5 

37 U L Wacha, Shells Irani the Sands of Time, 
Bombay f3ombay khroiii,.lc Piess, 1920, 

p 662 

38 Biiiiihui Hiilkaru and V'anamun. Apiil 24. 
1834 

39 on 1843, Vol 24/A pp 185 91, RBt. 1850 I. 
p 65 

40 RBE. 1852 53, App \ . pp 124-6, SI SS 
1854 56, p ix 

41 OD, 1,843, Vol 24 A. o'p cil 

42 EGR. 1850; Icilei No 49. 1850, Juls 16, 
1850, LGR. 1851, Ulier No 60. 1851. 
Scpcmbei (3, 1851. EGR. 1852, leitei 
No 297, 1852, June 3. 1852 

43 Repivseniaiive Men of Bombay Presidemy, 
Philadelphia’ G B Burrows: 1990, p 185 

44 Rasi Goflar, Eebruary 20, 1859. 

45 K M Jhavcri, further Milestone in Gujarat 
Literature, Bombay, N M Tripathi and Co, 
1924. p 20 Educational Visitor denoted 
inspector. 


46 Representative Men of Bombay, p 112. 

47 RDPI, 1857-58, p 2. 

48 tVR, 1857, Utter No 797. 1857, September 
3. 1857, R Haines, Educaiinnal Inspector/E 
I Howaid, Director of Public Instruction. 

49 ECR, 1848 and 1850. Tables providing 
Statistics of Assistant Master’s Salaries. 

50 GD, 1847, Vol 33. pp 164-7. 

51 Bombay Telegraph and Courier, May 29. 
1849, p 510, 

52 Rasi Goflar. October 30. 1859. 

53 ECR, 1853, Utter No 88, 1853. 

54 Representative Men of Bombay, p 88, 
Wacha, Shells, p 569 

55 Representative Men of Bombay, p 194, 
Wacha, Shells, p 670. 

56 Darukhanawala, fiirsi Lustre, Vol II. p 764. 

57 ECR. Utici No 22. 1852. March .30. 1852. 
ECR. Mas 29, 1852; ECR. September 30, 
1853, ECR, January 2, 1856. 

58 Masani, Dadabhai Naoroji, p 71. 

59 Didionary of Indian Biography, p 311. 

60 Darukhanawala, Parst Luslure, Vol II, 
pp 636-7 According to D E Wacha, 
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DISCUSSION 


WHILE warmly complimenling Sebastian 
Morris on a thought-provoking and wide- 
ranging article—Holding Companies, Per¬ 
formance, Contracts and Ihsk Orientation 
in Public Enterprises,—lEPIP, November 30, 
1991], may I say the following? 

(i) In the list of references there is no men¬ 
tion of the four reports on public enterprises 
[1983-84] by the ^onomic Administration 
Reforms Commission (the L K Jha Com¬ 
mission), widely regarded as a major con¬ 
tribution to the subject. I myself have been 
cited more than once by Morris, but the 
reference is only to one paper, namely, the 
theme paper prepared by me for the I PE 
Seminar on Holding Companies; there is no 
reference to other papers published by me 
in EPtV and elsewhere, or to my book A 
Grammar of Public Enterprises [Rawat 
Publications Jaipur, for the Centre for Policy 
Research, 1991 ]. Both in the book and in 
some of my earlier papers I have dealt 
elaborately with many of the issues referred 
to by Morris, such as the CAG’s audit ot 
public enterprises, the legal view of public 
enterprises as ‘state’ under Article 12 of the 
Constitution, and the dysfunctionality of the 
relationship between the government and 
public enterprises. 

(ii) Morris puts (prward the idea that there 
is no conflict between autonomy and ac¬ 
countability and that they arc two sides of 
the same coin, as if this were a new insight, 
indeed, hfc oipresses surprise that this has 
not been recognised earlier. May I, refer him 
to paragraph 2.2 of the £ARC (the Jha 
Commission) Report on CTovernment and 
Public Eaterprian; Autonomy and Accoun¬ 
tability [1984] which says; “It is sometimes 
auumed that there is a conflict between 
autoaomy and accountability. That is not sa 
Indeed, the two go together...”? I wrote 
those sentences as secretary of the commis¬ 
sion and principal draftsman of the report. 
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and elaborated the point further in a paper 
on the relationship between the government 
and public enterprises presented at the Indo- 
French Seminar on the Management and 
Role of Public Enterprises held in January 
1986 (the proceedings of which were publish¬ 
ed by the BPE and SCOPE, in the same 
year). That paper not merely says that 
autonomy is a prerequisite for accountabili¬ 
ty, but also that Ihe two are “the obverse and 
reverse of the same coin”, an expression 
which finds an unconscious echo in Morris's 
article. The idea is also briefly set forth in 
my book (p 82) I may add that while Morris 
lumps all three terms, viz, autonomy, ac¬ 
countability and control, together, I 
distinguish the first two (which go together) 
from the last. Accountability is ex post fac¬ 
to whereas control is ex ante.Gr^ier ex ante 
control means less autonomy and conse¬ 
quently less ex post facto accountability. 

(lii) The natuie of the interest that parlia¬ 
ment takes in public enterprises and the kind 
of control it has been exercising does have 
a significant impact (partly good, partly 
intimidating) on the functioning of public 
enterprises This is not just a ‘bogey’ as 
Morns seems to think. Morris says that it 
IS only parliament that “stands in the way 
of total erosion of accountability”. But what 
kind of accountability does it enforce? ‘Ac¬ 
countability’ in this country has come to 
mean the ex post facto questioning of 
specific decisions and actions from the point 
of view of procedural correctness and rec¬ 
titude That is not unimportant, but we seem 
to have developed a hypertrophy of this kind 
of accountability. There is very little accoun¬ 
tability in the sense of answerability for 
overall periormance and results. The 
dysfunctionality of the relationship between 
the government and public enterprises can¬ 
not be remedied, nor can our ideas of ac¬ 
countability be transformed, without some 


introspection by parliament on the nature 
of its interest in and the quality of its con¬ 
trol over public enterprises. On this subject 
again, may I draw Morris’s attention to the 
Jha Commission Report already referred to 
(paragraphs 2.1 to 2.6 and 5.1 to 5.6)? 

(iv) Morris argues that formal changes 
(holding companies, MOUs, etc) have 
limited potential to bring about improve¬ 
ment because the dysfunctionality in the 
Indian PE system is deep-rooted. He also 
stresses the political and economic factors 
that have contributed to the dysfunc- 
tionalities. There is much force in what he 
says. But what follows? Should we privatise 
all or even a large number of public enter¬ 
prises? This does not seem feasible (1 refrain 
from going into other aspects of the 
privatisation question.) In the foreseeable 
future there wiH surely be a substantial 
public entiyprises presence in this country, 
and it is of great importance to ensure that 
they function well. 

At the same time, we cannot expect that 
politicians and bureaucrats will voluntarily 
refrain from trying to exercise dysfunctional 
control over public enterprises (whether for 
honourable or questionable purposes). All 
that we can do is to try and make it a little 
more difficult foi them to do so. 

In the long run, we must change the s'X'ial 
values and attitudes which render dysfunc- 
tionalities and improprieties possible, but 
meanwhile what can be done? It is in this 
context that ideas like holding companies 
MOUs, etc. come up. they arc attempts to 
introduce mechanisms which increase the 
distance between the government and public 
enterprises, reduce the ramifications of that 
relationship, and increase the operational 
autonomy of public enterprises and their ac¬ 
countability in the sense of answerability for 
performance and results. They are no doubt 
imperlect mechantsms and there are dangers 
of then becoming ritualistic; but such as 
they are (and they can be refined further), 
some of them have their uses, even if they 
do not eliminate dysfunctionalities 
altogether. 

l^t me hasten to add that the foregoing 
observations do not affect my appreciation 
of the value of Morris’s article. 
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National Savings Scheme 1987 

• 100% Income Tax Rebate on investment u/s 
SO^CA 

• Maxinuim Limit of Investment is now 

R$. 40,000 PA 

• Rate of Interest — 11 Per Cent 

• An Aduh/Tax Paying Minor/HirKlu Undivided 
Family can open the account 

Public Provident Fund 

• Income Tax Rebate u/$. 88 of the income Tax 
Act on investment upto Rs 50,000 P A. 

• Limit of Subscnption — Minimum Rs. 100/- 
and Maximum Rs 60,000 P A. 

• Tax Free 12% Compound Interest 

• Facility for loan and non-refundable 
withdrawals. 

• Ra. 10,000 invested pec year become 
Ra. 4,17.532 at maturity. 


Nati onal Savings Certificates, 

Vilt Issue 

• No limit on Investment 
a Investment of Rs 50,000 will be ehgible for 
deducbon at rate ol 20% from Income Tax 
u/s 88 of the Income Tax Act 
a 12% Interest Compounded half yearly 
Rs 1,000 become Rs 2,015 after b years 
a Interest accrued annually is eligible for tax 
rebate u/s 88 and 80- L of the 1T A 

Contact 

Directorate of 
Small Savings, 

Govemtnent of Maharashtra, 

New Administrative Building, 

8th Floor, Bombay 400 032 

Assistant Director of 
Small Savings, 

C/o Distnci Collectoraie 
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Now even she can share 
in the prosperity of the share market. 
Thanks to Unit Trust. 


Most sni.ill savers tlicani of srnkiiiK it rich 
i>n the share market. Whar holds them hack is 
rhe small size of their savings. 1 he risks invrilved. 
And a lack ot eontidence in then own tinancial 
.skills. So they keep away trom the share market. 

LJnit Trust has t^iven them confidence. 
India’s first mutual fund, llnit Tnist pools 
together the resources of small inve.stors. It uses 
the skills of Its financial experts to invest these 
hinds on the share market. The result is hijjh 
returns for the small saver. Year after year. Tlae 
Trust, which has not missed a single dividend in 
all Its 27 years, has just announced a record 
dividend of 19.5%. 


It's no wonder LInir Tnist’s popularity has 
lx‘en risinf^ spectacularly. This year, the number 
of Dnit holders cro.ssed one crore. i5 lakh 
investors were added m rhe last year alone. Most 
of these are small savers. They come from every 
part t'f the country. They come trtmi every walk 
of life. They have different needs, different dreams. 

But they share the same ahidinj’ confidence 
in Unit Trust. Living up to this confidence is 
what keeps us going. And growing. 


UNIT TRUST OF INDIA 

At the service of One Crore Unit holders. 



SMa'»UTI-141/91 





^ WOMEN'S PROPERTY RIGHTS IN 
TAMIL SOCIETY 


WOMEN CRAFT WORKERS AS ^ 
SECURITY FOR FAMILY 
SUBSISTENCE I 



PROTECTING WOMEN AGAINSTi 
VIOLENCE: REVIEW OF 
LEGISLATION 

I 

PROSTITUTION LAWS: IDEOLOG 
AND ENFORCEMENT 


DEMAND, SUPPLY AND SAVING! 
CONSTRAINTS IN INDIAN 
ECONOMY 

■ LDCs AND EXTERNAL 
DEBT BURDEN 

1 PATENTING LIFE FORMS: 

WHAT IT IMPLIES 

m FAMILY PLANNING IN NINETIES: 
MORE OF SAME? 








UfCREDBLE BUT TRUE 



A Chemox share 
for just Rs. 30! 



Rights cum Public Issue of 
19,06,700 Equity Shares of Rs 10/- each 
for cash at a premium of Rs 20 per share 


aggregating to Rs 

5 72 crores 


FINANCIAL HIGHLIGHTS 


Year Ending 

30 6 1990 

(Rs Lacs) 
30 6 1991 


(15 months) 

12 months) 

Book Value (Rs) 

34 68 

59 14 

Earnings per 

Share (Rs) 

19 60 

23 95 

Dividend Rale(%) 

15 

18 

Gross Profit 

208 58 

258 32 

Net Profit 

97 23 

118 79 


ISSUE HIGHLIGHTS 

• Promoted by a first generation entrepreneur 
Mr S N Agarwal 

• Existing, profit making, dividend paying 
company listed on Bombay Stock Exchange 

• Diversifying into the manufacture of 
Sulphamethoxazole (SMX) for export market 
and Trimethoxy Benzaldehyde (TMBA), an 
import substitute 

• Project appraised and funded by Industrial 
Development Bank of India (IDBI) 

• The Company would be setting up its plant to 
the standards of Foods & Drugs 
Administration (FDA) United States of 
America (USA) The Company does not 
torsee any problems in obtaining their 
approval 

• Book Value of the share as on 30 6 91 is 
Rs 59 80 

• Earnings per share as on 30 6 91 is 

Rs. 23 95 and for six months ended 31 12 91 
(annualised) is Rs 28 32 

• Market pnce of the share is Rs 210/- as on 
31 3 1992 - Ex-nghts 


• The Company has obtained sanction from 
Canbank Mutual for Rs 200 Lacs by way of 
private placement ol non-convertible 
debentures This is a part of means of 
finance The money so raised would be 
deployed in the projecl close to commeicial 
production 

• Commercial production to commence m 
September. 199? 

RISK FACTORS 

• Govommt'ol requlations x ot.iif dMecl prtriruj riiid ptofitdLiliiy 
of Hh' indu‘'>ltv 

• Possihie osc.il.'iliDO If! projocl rD’-.l due U' mllafion 

• No Olijetlion Lcrtilirdle fo be obUtne^l from Oujarat 
Pollulioo cofiltol (CiPCBi The polit yi* ti 
issue N(X^ only after pollution < otHroi equipment •. 
insldlled fho man«i(jerTtenf do not torsee dnv problem-- in 
oDtamtfiq the requiiod NOC 

Rights cum Public Issue 
Opens on 6th May 1992. 

l edO Mnnntieis ta thF- Ibsue 

CREOITCAPtTAL r\ C*A.NHI<i^NK 

• INANI r I IIUlHIMafols ■ I,. - Vr 141 MtVh l^ lll> 

Altahnoad Bank Ouiidnig ^ Atlanta iittiftrHK 

Apolto ” N.ifiman Poini 

Bombay <00 0? 3 H<jfnfMy ano o..'i 

Solid! That’s Chemox. 



ChEMOx CheiviicAl 

iNduSTRiES Lid. 

Pooran Asha Buitding. Narsi Natha Street Bombay-400 009 


(f tb» comptny doM nol rscenr* mmtmum subscription of 90% ot tbe issuod amount. th« antira subscription will b« refunded in the appitcants within 

90 days from thbciosurectf this is8u« Hthareisadeiaym refund of such amount by more than 10 days, tha Company wilt pay interest at 15% p a loi 
tba dafayad parted 















LETTERS TO EDITOR 


Tragedy in Tehri Garhwal 

IN August 1986 the chairperson of an of¬ 
ficial working group on Tehri Dam Pro¬ 
ject (TDP) set up by the department of 
science and technology had clearly said 
that work on this project should be stop¬ 
ped. In lebruary 19W the'Environmen¬ 
tal Appraisal Committee (River Valley 
Projects) of the ministry of environment 
and forests, said, without mincing words, 
that TDP cannot be cleared. This view has 
been supported by several independent ex¬ 
perts of international standing. Yet the 
government has gone ahead with this pro¬ 
ject. The earthquake of October 1991 in 
Garhwal revealed that maximum damage 
was caused in those areas which had 
already been weakened by blasting work 
done for the Maneri Bhali Dam Project. 

Even then there was no reconsideration 
of TDP. Instead Sunderlal Bahuguna and 
10 others (initially the number was 40) 
opposing the project were arrested and 
Bahuguna was publicly insulted by the 
policemen on more than one occasion. 

As per the government’s own docu¬ 
ments, about 40 hydel projects, including 
some giant ones, are at the construction/ 
planning/investigation stage in Garhwal. 
If what has been seen in the case of TDP 
is to be repeated in the case of other pro¬ 
jects, the big contractors will be allowed 
a free hand in indiscriminate blasting 
work in a fragile, earthquake scared region 
•where the threat of future quakes is very 
real. 

Sunderlal Bahuguna has said that the 
present phase of struggle is most crucial 
and that the anti-Tehn dam movement 
should get the broadest support from the 
democratic minded, ecologically con¬ 
scious people. Sympathisers are also re¬ 
quested to send help for the victims of a 
recent accident in which 16 .supporters of 
the movement while returning to their 
villages from an anti-dam demonstration 
died and almost SO were injured. 
Bahuguna's Navjeevan Ashram has been 
destroyed in the recent earthquake but 
River View Hotel in Tehri will accept 
messages for him at phone No 232 and 
Fax No 01376/2225. 

Bharat Dogra 

New Delhi 


Flawed from Start 

AS a friend and admirer of AM, I 
sympathise with him in his lament for his 
‘paradise lost' which once was Soviet 
Russia ('Calcutta Diary', February 1). if 
his paradise with "the most comprehen¬ 
sive educational, cultural, health and 
social security arrangement the world has 
ever witnessed” could easily cave in before 
the blandishments of capitalist America 


and the machination of “a renegade", 
Gorbachev, something must be seriously 
wrong with the foundations of that socic 
ty. But AM surprises his readers without 
himself being surpri.sed with his percep¬ 
tive analysis of how the communist regime 
was alienated from the masses. And yet 
he docs not ask himself the question why 
the communist party got “dissociated 
from the people”. Was it just an aberration 
or a systemic ailment? 

Rosa laixemburg, whom AM describes 
as “moody, volatile revolutionary", say¬ 
ing “several wild things", had predicted 
what was wrong at the very inception of 
the Soviet society. She said in her slim 
volume on the Russian revolution in 1918 
that “Socialism, by its very nature, cannot 
be dictated, introduced by command 
Lenin is completely mistaken in the means 
he employs: decree, the dictatorial power 
of a factory overseer, Draconian penalties, 
rule by terror. . Without general election, 
without unrestricted freedom of press and 
assembly, without a free exchange of 
opinion, life dies out in every public in¬ 
stitution and only bureaucracy remains 
active... Slowly, public life falls asleep, 
and a few dozen party leaders command 
and rule... In reality power is executed 
by a dozen outstanding minds while the 
elite of the working class are now and then 
invited to meetings in order to applaud the 
speeches of the leaders and to approve 
unanimously. proposed resolutions In 
fact, then, it is a clique—certainly a 
dictatorship, not the dictatorship of the 
proletariat however, but that of a handlul 


of politicians The danger begins, when 
they [Lenin and his comrades) make a 
virtue of necessity. Freedom only for the 
supporters of the government, only for the 
members of one party, no matter how 
numerous, is no freedom. Freedom is 
always for the one who thinks different- 
ly!’ (This quote is from Elzbieta Ettinger’s 
biography of 1 uxemburg.) It was not that 
the communist party or us leaders got 
alienated becau.se of their “contempt for 
the people” or they were corrupt. Tht 
downfall of the Soviet .society was induct 
able as the communists, including Lenin, 
turned their hacks on that precious thing 
called 'freedom' 

Dt I NA Kmaikhai! 

Washington, DC 

NoniinationB Invited 

WITH the assistance of ICSSR, Nargis 
Nanchapakesan, Krishna Kumar, Meena 
kshi Thapan and I are organising a train¬ 
ing workshop on (post-positivist) Social 
Science Research Methodology lor Educa¬ 
tional Researcher.s in October 1992 The 
workshop will be based on accounts of 
their work by leading social scientists and 
the projects/proposdi.s ol participants. We 
invite nominations of participants by can¬ 
didates themselves, or by senior people of 
persons they consider likely to profit Irom 
the workshop 

S SllUkt A 

Department ol Education 
University of Delhi 
Delhi 110 007 


Subarription Ratea 
Inland 

(including Nepal and Bhutan) 

(in rupees) 


Institutions 

Six months 

One year 
400 

T\vo years 
775 

Three years 
11.50 

Individuals 

170 

325 

625 

925 

(^nccaaiunal Rale* 

Teachers/ Resea rchers 


225 

— 

— 

Students 

— 

175 

— 

— 


Concessional rates are available only in India. To avail of concessional rates, cerlificaie 
from relevant institution is essential. 


Remittance by money qrder/bank draft/postal order requested Please add Rs 14 to 
oulstation cheques towards bank collection charges. 



Foreign 

Air Mail 

(m US $) 
Surface Mail 

Pakistan, Bangladesh 

Institutions Individuals 

Institutions 

Individuals 

& Sri Lanka 

USA. Canada. UK, 
Europe, Japan. 

60 

30 

40 

20 

New Zealand. 

Australia & USSR 

125 

80 

70 

40 

All other countries 

80 

50 

50 

30 


All remittances to bronumir and Political Weekly 
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Salami Tactics 


T he finance mit\ister has done it a second time. He 
obviously has a preference for external locations for disclos¬ 
ing deviations m important matters of policy. The exit policy 
was announced at a press conference last October in Bangkok, 
where the annual meetings of the World Bank and the Inter¬ 
national Monetary Fund were then on; he did that pvidently in 
order to please the Fund-Bank authorities on an issue on which 
thc> were pressing for an immediate answer. The Fund-Bank 
bosses cannot. in the present dispensation, be denied what they 
want The Finance minister therefore provided them, on the spot, 
the response they wanted to hear, without bothering about the 
propriety of his act. 

Practice maketh perfect. The finance minister has repeated 
the manoeuvic, this time in Tokyo, and taken his Japanese 
listeners into confidence with respect to a crucial policy matter. 
As much as 49 per cent of the equity in all Indian public sector 
undertakings, he announced, could henceforth be held by 
foreigners. The citi/enry of this country learnt about this major 
change in olTicial policy from reading reports in newspapers the 
following morning. 

There has been a minor outcry in parliament. The Finance 
minister ha:, decided to brazen it out. He is not a mere clerk— 
he remonstrated with some hauteur—but an important member 
o( the union cabinet; when he goes to a foreign country to talk 
with the authorities there, he must enjoy the latitude not to talk 
mere trivialities but on weighty matters, and he has the obliga¬ 
tion to satisfy his guests, without any time-lag, should they want 
to know the government’s views on matters they consider to be 
.basic. If parliament hollers over such episodes, he, the Finance 
minister, could do little about it. 

The Finance minister would have been one hundred per cent 
right if it were an authoritarian set-up. For instance, during Indira 
Gandhi’s emergenc-y days, what he has done would have been 
accepted as the normal pattern of behaviour. But we are still 
supposed to be existing within the ambience of a parliamentary 
democracy. Important issues of policy are expected to be cleared 
with parliament. Thus, in both the instances mentioned, the 
Finance minister would have been correct if he had first informed 
members of parliament of the signiFicant concessions he 
proposed to make to foreigners. Such a procedure, he would 
perhaps retort would be akin to sending him naked into the 
council chamber; any international negotiation involves some 
give-and-take and calls for a number of gambits or compromises 
which have to be played or proffered right across the table; the 
su.sceptibilities of the MPs cannot be accommodated if the 
nation’s interests are to be optimised. 

Much of this is run-of-the-mill polemics. The legislative body 
would be perfectly within its rights to tell the minister that if 
such is his view on the nature of conduct of international 
negotiations, he could then be allowed only to explore areas of 
feasible arrangements while talking to a foreign government; the 


actual extent of concessions to be accorded must be decided upon 
after the minister has returned home and taken parliament into 
conFidcnce. 

But what is proper need not be respected. The Finance 
minister’s length of parliamentary experience may be short. In 
the course of the past ten months, he has however had enough 
opportunities to size up both the calibre and the stamina of the 
MPs, including those belonging to the opposition. He is therefore 
reasonably conFident that he can get away by presenting them 
with fans accompli. There would be some shouting on the floor 
of parliament, and implosion of some anger and accusations. 
Very few MPs would still have the inclination to pursue the 
contentious issues till the bitter end. 

The finance minister, it is abundantly clear, is engaged, no 
doubt with prior consultation with the prime minister, in 
experimenting with a variant of salami tactics. He would make 
a far-out radical announcement on a substantive issue of policy 
on foreign soil and watch the reaction at home, including in 
parliament. If the protests are virulent, he would make the 
pretence of withdrawing or narrowing the quantum of bounty 
offered to the foreigners to the accompaniment of some 
self-congratulatory expressions such as how accommodating he 
IS. Of course he is accommodating, but only to foreigners. He 
would carry the day, for the media would ^ with him all the 
way and opposition MPs would, by and large, beyond a point 
lose interest. 

On the other hand, if the domestic reaction is tepid, the 
Finance minister might straightaway go on the offensive without 
feeling the necessity to offer even a token obeisance to 
parliament’s sensitivities. He could continue to decide freely on 
basic departures from policy one after another, each involving 
an erosion of economic, and. conceivably, political sovereignty, 
in total contempt of the legislative body. This would imply the 
ushering in of a type of authoritarian democracy which h is 
actually received the formal sanction of the ruling party at its 
recent session at Tirupati. The thousand and odd delegates and 
others present at this supposedly historic session could not care 
less about the contents and significance of the economic piolicy 
resolution. They had other divertissements. Whether the 
economy slides back to colonial rule was not an item either on 
their agenda or in their thoughts. They have learnt to separate 
the grain from the chaff. In this unipolar world, they have opted 
to transform themselves into constituents of an ideally docile 
Third World nation. Whether such a nation ought to be 
described as a banana republic or a pineapple one is entirely 
a matter of detail. 

The salami tactics, after all, have a further advantage. Once 
the foreigners are granted 49 per cent equity in the public 
undertakings, it would be child’s play to notch two additional 
percentage points and permit them 51 per cent equity as well; 
all would seemingly continue to be right with the world 
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CONGRESS(r) 

After ‘Return to 
Democracy’ 

IT is perhaps in the fitness of things, given 
the party’s lack of familiarity with the 
ways of democracy, that the attempt to 
give the Congress a face lilt, by enabling 
the All India Congress Committee to elect 
members of the Congress Working Com¬ 
mittee after more than two decades, 
should come a cropper. The fanfare that 
attended the party’s so-called 'return to 
democracy’ has proved to be decidedly 
premature for, the elections notwithstan¬ 
ding, it is yet to be confirmed as to who 
is in the CWC and who is not, a develop¬ 
ment in which the party president’s 
machinations are evident. 

Immediately after restoring the leading 
organ of the party to democratic health, 
the prime minister was quick to conclude 
that its outcome did not quite suit his pur¬ 
pose. He had reason to feel disturbed by 
the emergent equation, involving as it did 
what looked like a new found affinity bet¬ 
ween Sharad Pawar and Arjun Singh, 
whose ambitions to nigher office are 
barely concealed. Narasimha Rap was not 
slow to voice his insecurity, dignifying 
it suitably as concern at the non- 
representation of scheduled castes and 
women in the CWC. The affected moral 
censure of a committee that had for all 
practical purposes been hijacked by his 
potential rivals was followed immediate¬ 
ly thereafter by the resignation ol 
Narasimha Rao's political secretary 
Jitendra Prasad. In the wake of this came 
the resignations of Ahmed Patel and three 
union ministers Ghulam Nabi Azad, 
Balram Jakhar and Vijay Bhaskara 
Reddy. 

Clearly the atm of the first resignation 
was to prompt the second round of 
resignations, ot those who lacked suffi¬ 
cient organisational strength and con¬ 
sequently felt obliged to prove their loyalty 
to the party president. Unfortunately lor 
Narasimha Rao, no further resignations 
followed with those who fell under no 
compulsion to prove their loyalty refus¬ 
ing to budge. Arjun Singh, A K Antony 
and R K Dhawan indicated their opposi¬ 
tion to tampering with an elected coniniit- 
tec, while Sharad Pawar and Raiesh Pilot 
remained silent even as they refused to 
quit. 

With the hoped for results tailing to 
materialise the party president h.id sleai 
ly worked him.self into a coriiei I he 
resignations he had secured were those he 
could not accept, loi one, among the 
elected, only the five who had resigned 
had expressed their prefeience for him. 
Accepting their resignations could only 


have titled the balance against himself. 
For another, two of the five—Ghulam 
Nabi Azad and Ahmed Patel—belong to 
the minority community, two others— 
Balram Jakhar and Rajesh Pilot— 
represent the agricultural lobby and the 
jat commuiiity—while Vijay Bhaskara 
Reddy represents an obviously powerful 
political group in Andhra Pradesh. 

Narasimha Rao has now to search 
himself a way out of the quandary Apart 
from deciding on the proffered restgna 
tions he has also to nominate the remain¬ 
ing members of the CWC. His reluctance 
to act quickly on either issue is a measure 
of his self-created predicament. Any 
refusal to accept the resignations, indeed 
even any delay in deciding, will expose his 
motives for what they are. As for 
nominating CWC members there are 
bound to be numerous contenders and it 
may be assumed that intense jockeying, 
after the normal fashion, is under way. 
Considering that there are only 10 seats 
not all claims can be satisfied. To com¬ 
pound matters some of them will have to 
go to light-weights of little use to him since 
he cannot be seen to ignore his own pro¬ 
fessed concern for scheduled caste and 
women representatives. Additionally he 
will have to proceed with circumspection 
in the matter of maintaining the regional 
balance. Consequently he can exercise his 
power of patronage only at the cost of ac¬ 
centuating disaffection m the ranks to a 
certain extent. 

This is precisely where a part of the pro¬ 
blem lies. At Tirupati, Arjun Singh 
displayed his ability to cobble together a 
national network of disgruntled Con¬ 
gressmen. I'he excluded claimants to the 
CWC seats may well prove ready lodder 
lor him in the process of consolidating his 
own position And not having restricted 
hiiiKself by any commitment to uplift 
scheduled castes and women he pre¬ 
sumably has more room for manoeuvre 
than Narasimha Rao has. In UP and 
Bihar the division in the Pradesh Congress 
C'ommittees is moie or less along lorward 
and scheduled caste lines As a result 
scheduled caste nominations to the CWC 
w'lll only strengthen Arjun .Singh's alliance 
with the forwaid caste lobby in these 
states. The prime minister’s obvious move 
will have lo be to drive a wedge between 
the none too stable Arjun Singh-Sharad 
l*awai axis In the circumstances the con¬ 
clusion that the Congress is perhaps bet¬ 
ter oil without electoral procedures and 
inner-pariy dcinociacv is cntirelv par¬ 
donable Soidid manipulation is more ns 
style. 

A correspondent adds' 

IF nothing else, Rajiv Gandhi’s departure 
seems lo have ushered in ‘democracy’ in 


the Congress, judging by the euphoric 
praise showered upon prime minister 
Narasimha Rao for holding elections to 
the party’s working committee after 20 
years. But Rao's ‘glasnost’ is more from 
the need to make a virtue of necessity 
rather than from any genuine desire to 
dismantle the corrupt and authoritarian 
structure of his party. The necessity arose 
from the realisation that with the death 
of Nehru’s grandson, the charisma of 
dynastic rule was over (desperate efforts 
to rope in Sonia Gandhi having proved 
futile), and that there was no leader worth 
the name capable of boosting the image 
of a faction-ndden organisation leading 
a minority government. Rao’s decision to 
hold elections at this stage generated 
among the party’s membeis a false sense 
of confidence in their right to exercise 
their ‘democratic’ options—something 
unknown during the last two decades in 
the organisation where leaders were always 
nominated by whoever represented the 
Nehru dynasty at the top. Organisational 
elections were a new lollipop offered to 
them by Rao, who in the process has al.so 
managed to boost his personal image as 
the harbinger of ‘democracy’ in the 
Congress 

But can ‘democracy’ take roots in an 
organisation which has traditionally been 
used to a hieiarchically arranged autho¬ 
ritarian struct uic’’ I'vcn before the rise of 
the Nehru dynasty in the past it was 
Gandhi (olten worshipped as the ‘dic¬ 
tator’) who laid down the rules, launching 
a movement and calling it off at his own 
sweet will without caring to consult even 
the second-ranking leaders of the Con¬ 
gress, leave alone the ranks. The tradi¬ 
tional patriarchal norms of Hindu joint 
family were reinforced in Congress politics 
by Gandhi’s personalLsed style of func¬ 
tioning whteh demanded complete sub¬ 
mission to him from the party’s members 
in conducting any political campaign. J he 
submissive role was encouraged by the 
Congress in the post-independence era, 
when any dispute over the choice of the 
parly’s leaders in the provinces was never 
settled by democratic elections, but always 
by appealing to Nehru and later his 
daughter and grandson to nominate 
whoever they thought fit. Today there is 
no longer the dynastic patriarchal authori 
ty at the lop to appeal to. Will the new 
Congress Working Committee replace 
that authority? 

But the 10 elected members of the 
CWC- the ‘Tirupati ten—arc not likely 
to emerge into a homogeneous team 
While they have no doubt proved, their 
control over their respective constituencies 
{vis-a-vis those whose sole consti¬ 
tuency was .Sonia Gandhi's residence at 
10 Janpath), they are divided by different 
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pulls and pressures. Arjun Singh is known 
to differ from the prime minister on the 
BJP and th< new economic policies. 
Ghulam Nabi Azad and R K Dhawan are 
believed to continue their links with the 
Rajiv family. Sharad Pawar, who made a 
bid for prime ministership, may be biding 
hts time. 

Even within their own states, these 10 
leaders are dogged by squabbles in their 
party organisations. In fact, almost every 
state unit is ridden with factional quar¬ 
rels, which came to the fore during the re¬ 
cent organisational elctions, in places like 
Bihar and West Bengal. The Karnataka 
chief minister S Bangarappa’s defiance of 
the party leadership on the eve of the 
Tirupati session was an extreme mani- 
fesution of the sute of affairs in the Con- 
gres.s(l) organisation. 

Given this growing rot creeping into 
every level of the organisation, how can 
one expect the Congress(l) to provide a 
stable leadership—whether to the coun¬ 
try, or to Its own followers? Narasimha 
Rao’s ‘glasnost’ will only open up the 
Pandora’s box of miasma. 

A.SSAM 

Oni^ that Walked Away 

A correspondent writes: 

THE, recent order of the Supreme Court 
dismissing the special leave petition of the 
government of Assam .seeking to appeal 
against the order of the advisory board 
constituted under the provisions ol the 
National Security Act (NSA) which had 
ruled that there was no ■Sul ficient cause” 
to detain the three detenus whose cases 
along with their grounds of detention were 
referred to the board”, has put the state 
government in a peculiar and even 
untenable situation. 

For, among the three detenus whose 
grounds of detention had been ruled in¬ 
sufficient by the advisory board is Golap 
Batua, alias An up Chetia, the general 
.secretary of the banned United l.ibcration 
Front of Asom (ULFA). However, though 
the advisory board held that there was no 
sufficient cause to detain Golap Batua 
under NSA and though the Supreme 
C ourt had refused to entertain the special 
leave petition seeking to appeal against the 
tioard’s order, the state government is in 
no position to release Golap Barua simply 
because he is not in the custody of the 
government. And thereby hangs a curious 
tale. 

Golap Barua, it may be recalled, was 
arrested on November 18 last year along 
with Prabhat Saikia, a Delhi-based 
businessman and Raj Barooah, a 
Calcutta-based businessman who also has 
bu.siness interests in Guwahati. leaving 
aside the two businessmen picked up only 
because of their guilt by association, 
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Golap Barua himself was arrested in a 
specific case (Case No 1 of 1991, Special 
Operations Unit, Guwahati) on specific 
charges—Section 34 of the Terrorist and 
Disruptive Activities (Prevention) Act and 
various sections in Chapters 5-A and 6 of 
the IPC covering a wide variety of 
'offences against the state’ and 'criminal 
conspiracy’. 

The day following his arrest, Golap 
Barua was remanded to 25 days of police 
custody to lacilitate interrogation by the 
police. After the Calcutta police com¬ 
pleted their interrogation, Barua was 
handed over to the Assam police on 
November 25. He was then taken to Delhi 
where he was extensively interrogated by 
the internal, external and military in¬ 
telligence agencies of the union govern¬ 
ment before being brought back to 
Guwahati on December 5. 

As had been directed by the magistrate 
in Calcutta, Golap Barua was once again 
produced before the magistrate in 
Guwahati on December 12 (actually the 
magistrate was taken to the place where 
he had been detained) and the police ac¬ 
quired remand for yet another period of 
25 days. However, on January 5, a day 
before this second remand period was to 
expire, orders for detention under NSA 
were served on Barua. 

Even as these procedural steps were 
being taken, at another level the state 
government (meaning chief minister 
Hiteswar Saikia) was continuing his ef¬ 
forts to get the Ul.FA leaders to agree to 
begin a political dialogue with Delhi. In 
the event, the central standing council of 
ULFA agreed to send a five-member 
delegation to Delhi to hold talks about 
talks, and that too ;n a purely informal 
manner, with union and state government 
leaders in Delhi 

The leader chosen by Ul f-A to lead that 
five-member delegation was Golap Barua, 
arrested under specific charges initially 
and later detained under the provisions of 
NSA. And on January 12, just before the 
delegation was to emplane for Delhi, 
Golap Barua was released on paiole, and 
along with Siddhartha f'htikan (who, 
unlike Golap Barua, had been held only 
under TADA and had been released on 
bail) three other leaders were taken to 
Delhi foi the great event 

The rest of the scenario, still to take a 
clear shape, need not concern us here. 
What IS rather more material is that Gedap 
Barua was ielea.scd on parole from his 
detention under NSA whije no release 
ordc was issued in respect of the specific 
charges undei which he had been earlier 
arrested under the provisions ol the IPC. 
In other words, while he had been only 
detained under the provisions of the NSA, 
with no specific charges but a s^t of 
‘grounds of dcteniion’ (which anyway 
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have been ruled ‘insufficietii oy the ad¬ 
visory board with the Supreme Court 
refusing to heed the special leave petition 
by the state government against the ad¬ 
visory board’s order) and could be parol¬ 
ed by an administrative order, no bail peti¬ 
tion was moved to secure his release in 
respect of the TADA cases against him on 
which he had been arrested, remanded to 
two extended periods ol police custody, 
extensively interrogated and was 
(presumably) to be subsequently tried. 

None of this appeared important then, 
despite the anomaly of simply letting 
Golap Barua out on parole without his 
being simultaneously assisted to secure 
bail in the TADA cases, because the 
political leadership expected that a 
breakthrough was round the corner and 
was only eagerly looking forward to shar 
ing the glorious moment. Howevei, 
developments since then have shown that 
the top leadership of Ul.F-A has rclused 
to go along with that section of the leaders 
who are seeking to get a dialogue going 
within the framework agreed upon in the 
first round of informal ‘talks about talks’; 
and Golap Barua who was expected to be 
prominent in these talks has now ap¬ 
parently walked away from his parole and 
is untruceable, though it is not unlikely 
that the political leadership continues to 
maintain a tenuous Itnk with the recal 
citrant Ul.FA top leadership. 

And hereby hangs a postscript too. One 
wonders how the government would react 
if a public interest petition were to be filed 
seeking the production of (lolap Barua in 
the court since, alter all. he is still sup¬ 
posed to be III the custody ol the inspec¬ 
tor geneial ol piisons, governmeni ol 
Assam, and theic has been no report of 
his escaping from prison oi jumping 
bail—ihe laliei being ruled out since 
Barua was nevci out on hail 

NOKT H I ASl 

INot By Scheming 
Manoeuvres 

THE north-eastern slates are going 
through another phase of instability. In 
Assam, the much-publicised accord with 
the ULIA appears to be doomed with one 
section of the militant outfit withdrawing 
from any negotiations with the centre. In 
Nagaland, the imposition of president's 
rule has antagonised the entire opposition 
which IS flexing its muscles for a confron¬ 
tation. In Manipur, the C'ongres.s(l), again 
in its determination to cling to jxiwer by 
any means, has propped up a tottering 
coalition government which is unlikely to 
last long, given the evanescent loyalties of 
ihe partners. 

It IS about time that the centre realises 
that scheming manoeuvres-whether by 
manipulating floor crossing in the 
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legislature, or by dividing insurgent groups 
by signing so-called accords with one 
faction—can never remove the basic 
causes that give rise to insurgencies and 
perpetual instability in governance in the 
north-east. Popular grievances there arise 
from years of neglect of some major pro¬ 
blems that the people have been facing. 
Ever since independence, the north¬ 
eastern region had been made a sort of 
dumping ground of outsiders displaced 
from their original homes—whether from 
other Indian states or from other coun¬ 
tries like Bangladesh and Nepal. Tensions 
between these outsiders and the in¬ 
digenous populations have been a major 
cause of discontent in Assam, Tripura and 
other north-eastern states. 

Further, in the cultural sphere, the 
centre’s policy of imposing a .national 
education policy—on the plea of ‘inte¬ 
gration—has created havoc in the socio¬ 
cultural environment. Without any con¬ 
sideration for the particular traditional 
value-systems and historical past of the 
people of these north-eastern states 
the centre had attempted to steamroll 
them into an Indian ‘nation’, which re¬ 
mains a dubious concept for the tribal 
population there. The text books taught 
and the cirncula followed in the schools 
and colleges, framed by the policy-makers 
in the centre, have nothing to do with the 
local history and the realities of life in the 
north-east. 

Yet a sympathetic development policy, 
enshrining the principle of respecting the 
regional aspirations and the socio-cultural 
identities of the north-eastern people, 
could have prevented the disasters that 
have overtaken the centre all these years 
The abondatit natural resources and 
economic potentials such as mineral 
resources, thickly regenerating forests and 
rich and ten ile land have never been 
planned lor use to make the region 
economically viable and its people self- 
reliant. Instead, the government has 
allowed unscrupulous commercial in¬ 
terests from outside to exploit these 
resources, cheat the local people and 
transfer the profits from these slates 
When popular grievant-es against this long 
painful history of central negligence and 
discrimination explode into violent 
demonstrations like secessionist insurgen¬ 
cies, New Delhi can only respond by ar¬ 
my actions with fancy names like ‘Opera¬ 
tion Bajrang'. ‘Operation Bluebird' or 
‘Operation Rhino’, 

It is to protest against these policies of 
the centre that students’ organisations 
from seven north-casterp states met 
recently in Delhi and ^submitted a 
memorandum to the prime minister listing 
their gnevances. The North-East Students’ 
Co-ordination Committee consists of 
representatives from Arunachal Pradesh. 


Assam, Manipur, Mizoram, Meghalaya, 
Nagaland and lYipura, who are deman¬ 
ding. among other things, repeal of black 
laws like TADA and Armed Forces 
(Special) Powers Act, withdrawal of all 
armed forces from the towns and villages 
of the region and effective steps to stop infil¬ 
tration of foreigners and'illegal immigrants. 

GORBACHEV 

Interim Verdict 

A LOT of mystery still surrounds the 
developments in Soviet history between 
Gorbachev’s historic speech at a small 
Siberian town in 1986 calling for a 
‘societal revolution’ in the Soviet Union 
and his decree dissolving the CPSU cen¬ 
tral committee following his return to 
Kremlin after the collapse of the August 
1991 coup. While his initial intention of 
pushing through a ‘socialist renewal’ need 
not be dismissed as an eyewash and the 
compulsions of objective pressures of a 
bankrupt order for its downfall should 
not be overlooked, Gorbachev’s personal 
responsibility for the ultimate outturn in 
Soviet polity cannot be dismissed as in¬ 
essential. A proper evaluation of his rule 
has however to wait till all significant facts 
come to light and are fully sorted out. 

Two tentative observations, however, 
seem to be in order right now merely on 
the basis of admittedly superficial reflec¬ 
tions in a recent report in The Times, 
London, relating to Gorbachev’s coming 
visit to the USA. According to The Times, 
Gorbachev and his wife will be feted by 
Ronald Reagan in his multi-million dollar 
ranch in California where the former self- 
proclaimed champion of ‘socialist 
renewal’ will be given the first Ronald 
Reagan Freedom Award. By agreeing to 
accept this award for his services to the 
cause of Reagan’s crusade against the ‘evil 
empire‘ that the socialist world signified 
to the former US president, Gorbachev 
undoubtedly signs an ad interim verdict 
on his own historical role. 

Then, The Times says, “Although 
Gorbachev’s fee has not been disclosed, 
agents and publishers m tinsel town are 
lining up to sign up the former president. 
A spokesman for one of the best known 
theatrical agencies said, ‘With right sort 
of marketing Gorbachev could become an 
extremely hot property. He could earn 
even more from films than louring on the 
$ 30,000-a-night lecture circuit’.” The tragic 
denouement of the world-shaking events 
that he was intimately connected with 
does not summon him to the most intense 
critical examination of his experience to 
equip himself for enriched praxis in the 
next round of battle for his proclaimed 
goal, he IS now an agreeable partner in 
commercial ventures for the exploitation 
of his singular historical association. 


TWENTY YEARS AGO 

EPW, April 25. 1972 

When—after more than a decade of futile 
military involvement in a distant land, after 
the blanket and blind killing of hundreds 
of thousands of mostly non-combatant 
Vietnamese, after the mindless destruction 
of an entire country-side by a higher ton¬ 
nage of bombs t han was dropped during the 
entire Second World V^r, after a so-called 
widespread anti-war agitation within the 
United States, after the forced withdrawal 
of a president from seeking re-election, after 
the attempted neutralisation of the other 
two superpowers by another White House 
incumbent and. most vitally, after the 
Vietnamese people have made clear their 
determination to control their own 
Country—an American president can do no 
better than pop out his politically impotent 
fighters and bombers to try and settle a 
crucial political issue, then the efficacy and 
the very raison d 'eire, not only of Nixon and 
the American political system, but of the 
way of life of an entire people must come 
into question. 

Too often have the horrore inflicted on 
Vietnam by the Americans been fobbed off 
by blaming a Johnson or a Nixon or their 
advisers or the Pentagon or ‘the military- 
industrial complex'. Excuses have been 
poured out about the basic ‘decency’ and 
‘niceness’ of the god-fearing Amencan iruin 
and woman. Yet, even today, after eleven 
lost years and after hundreds of thousands 
of lost lives, there is no more effective pro¬ 
test within America than the ‘sit-ins’, the 
breaking of campus window-panes and the 
mouthings of liberal senators and con¬ 
gressmen and presidential hopefuls. And 
after ail this Nixon will probably be voted 
into power again by common consent. The 
crude fact is that tens of millions of 
Americans are so insensitised and so wrap¬ 
ped up in the self-seeking, rampant in¬ 
dividualism which is an intrinsic and 
necessary pan of western industrial societies 
that the violence, the war and the killing, 
especially of Asian ‘gooks’ and ‘dinks’, is 
to be forgotten, if not to be positively 
encouraged. It is not that the Americans 
have a monopoly of insensitivity or racial 
arrogance which makes the American 
system a destructive monster, but that this 
arrogance is married to a technological and 
economic machine which through a vicious 
circle is creating destructive, anii-social 
beings. 

In contrast, north Vietnamese society, for 
all its exposure to violence, is not reacting 
like a self-destructive engine. Does this have 
something to do with the conscious crea¬ 
tion of an economic and social system 
which is geared towards collective cfforl, the 
fruits of which are equitably dispersed and 
not concentrated in a few hands? Added to 
this IS the relative imperviousness to dis¬ 
ruption of a self-sufficient peasant society. 
Its resilience and intrinsic community con¬ 
sciousness and cohesion make it impossible 
for the Americans “to bomb it back to the 
Stone Age”. While the violence and 
criminality of the Vietnam War are being 
carried back to an already tense and violent 
American society, there are no indications 
that the war is having any such effect on 
north Vietnam. 
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THE MARKETS 


i SEBI’s Misadventure 

D P Sharma 


THE unseemly tussle between the Securities 
and Exchange Board of India (SEBI) and 
the stockbroking community over regis¬ 
tration-related issues seems to have assum¬ 
ed rather disturbing dimensions. With 
stockbrokers vehemently protesting against 
SEBI’s authoritarian approach, trading on 
all the major stock exchanges has remained 
suspended for the past several days and an 
end to the boycott is still not in sight. SEBI 
had issued a directive asking members of 
stock exchanges, sub-brokers and other inter¬ 
mediaries associated with the securities 
market to register themselves after paying a 
hefty fee by May 21. Stockbrokers contend 
that since they are already registered with the 
recognised slock exchanges they do not fall 
within the ambit ol Section 17 of SE(R)C 
Act. And that since the enrolment ol a 
member by the stock exchanges was done 
after a thorough scrutiny in accordance with 
SEBI provisions and government guidelines 
there is no need for lurlhcr registration 
Stockbrokers’ case carries the support of 
corporate bigwigs who also have question¬ 
ed SEBI’s right to demand registration when 
brokers are already registered with their 
respective exchanges. 

That SEBI should have found it expedient 
to slash the proposed registration lee by half 
and subsequently revised the mode of 
payment—the fee is to be paid over a period 
of five years, beginning not with application 
but when the application is approved for 
enrolment "to be considered in the light of 
the rules and regulations to be notified in 
due course”—is a good illustration of the 
undue haste with which SEBI has handled 
the registration issue. Where was the need 
to' rush with the demand for compulsory 
registration when even the rules and regula¬ 
tions of such registration were still to be 
finalised? 

The Bombay Stock Exchange resumed 
trading for a day (April 22) as the brokers 
were given to understand by executive direc¬ 
tor Mayya that resumption of trading was 
a precondition for talks with-the finance 
ministry and president Desai assured the 
members that if the government did not 
accede to their request for exemption from 
registtation with SEBI before May 15 they 
were free to take such action as may be con¬ 
sidered fit and proper and that he would 
abide by their decision. Brokers boycotted 
trading the very next day when the SEBI' 
chief let it be known that SEBI would insist 
on registration. 

Judging by the postures of confrontation 
adopted by SEBI and stockbrokers there is 
every possibility of the controversial issue 
being dragged to the court to determine 
whether or not SEBl’s move for registration 


of stockbrokers who are already regislcreo 
with the various slock exchanges constitutes 
dual registration. How the issue will get 
finally re.solved remains to be seen. 

Be that as it may, it is SEBI which is 
mainly to blame for provoking stockbrokers 
to resort'to boycott of trading causing not 
only considerable inconvenience/hardship to 
investors but also themselves incurring heavy 
loss of brokerage business. It would be naive 
to consider the registration issue, as many 
are wont to do, simply in terms ol the cos't 
ol registration and the annual renewal fee 
which. III tael, IS a relatively minor aspect 
ol the issue. Nor should it be dismissed as 
yet anothei mstance of vested interests in the 
sKKkbroking community striving desperate¬ 
ly to protect their interests by thwanibg 
SFBI's cflorts at implementing market 
reforms. 

SEBI's insistence on compulsory registra¬ 
tion ol stockbrokers raised many subtle 
issues which have not received the attention 
they merit. What is it that SEBI wants to 
achieve through registration of brokers? 
Docs it intend to control with its sweeping 
powers their activities independently of the 
stock exchange authorities who in its opinion 
have failed to take deterrent action against 
erring members? In what way is SEBI better 
placed than the stock exchanges to enforce 
stricter discipline on brokers/markets'' Whai 
does SEBI intend to do with the money col¬ 
lected through registration and annual 
renewal fees? Arc these funds to be used lor 
assisting stock exchanges to improve infra¬ 
structural facilities c>r merely for running the 
organisation? The propriety of deploying 
funds collected through registration fee for 
policing the activities of stockbrokers is 
questionable. The stipulation that regrstra- 
tion fees should be paid not with applica¬ 
tion but only after enrolment has led to mis¬ 
givings that enrolment might not be 
automatic. Awkward and highly embarras¬ 
sing questions asked from stockbrokers in 
the application for registration have made 
them apprehensive. 

That stock exchanges suffer from many 
organisational, procedural and infrastruc¬ 
tural deficiencies will be readily conceded. 
The phenomenal increase in the investor 
population and in the volume of business- 
speculative as well as investment—has 
brought these deficiencies into sharp focus. 
Few have ever questioned the need for a 
regulatory body to carry out the much- 
desired reforms to ensure efFicient and 
healthy functioning of capital markets— 
secondary as well as primary—which is re¬ 
quired to play an increasingly important role 
in mobilising investible resources for produc¬ 
tive activity. Unquestionably, it is the respon¬ 


sibility of the supervisory body to see that 
all players conduct themselves in a respon¬ 
sible and ethical way. But that need not call 
for direct intervention in the market. 
Reforms should be aimed primarily at 
strengthening the market's organisational 
framework and rectifying infrastructural in¬ 
adequacies to enable the stock exchanges to 
efficiently cope with the expanding volume 
of business. It will be a sad day for the 
market when SEBI starts dictating that the 
market should behave the way it deems 
proper 

The SEBI chief never seems to tire of ac¬ 
cusing the sun k exchanges lor not taking ap¬ 
propriate action against erring brokers who 
are often left tree with small penalties which 
do not deter them Irorn defaulting again. 
Howcvci. viewed in the light of various 
known deficiencies, the overall performance 
of the capital market is quite commendable. 
The capital market continues to be extremely 
buoyant and investors have never had so 
good a time This fact has not received the 
recognition it deserves The incidence of 
defaults and failures on the stock exchanges 
is almost insignificant when compared with 
the incidence of sickness in the corporate 
sector or for that matter business failures 
even m advanced economies. 

It IS worth noting that out of the over 1.5 
lakh complaints received by the Bombay 
Slock Exchange during the period January 
1991 to March 1992, only about 2,000 related 
to complaints against members and less than 
.?00 against sub-brokers. Most complaints 
related to listed companies. SEBI keeps 
doling out regularly information about in¬ 
vestors’ complaints. While it is good to bring 
investors' grievances to public notice one 
would like to know what kind of a 
breakthrough SEBI has achieved in the 
redressal of these grievances. Since an over- 
wtielmiiigly large percentage of the com¬ 
plaints relate to non-teceipt of refunds, allot¬ 
ment letters, dividends on shares and interest 
on debentures, these have very little to do 
with the performance of the stock ex¬ 
changes The introduction of ‘stockinvesf 
should go a long way in mitigating the evil 
of non-rccipt of refunds. 

The way SEBI is going about with its 
package of reforms for the healthy develop¬ 
ment of the capital market is not calculated 
to endear it to the various financial inter¬ 
mediaries II seeks 10 reform It is one thing 
to spell out operational guidelines for finan- 
cial intermediaries but it is a different matter 
when It comes to enforcing them. This 
demands a large and efficient suveillance 
machinery fully backed up by administrative 
capability. Going by the experience of 
merchant bankers who prefer anonymity for 
obvious reasons, SEBI is not any different 
from other bureaucratic organisations. 
Complaints about SEBI’s obsessive concern 
for trifling details abound. 
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COMPANIES 


Corporate Profits Outpace Sales 


TWO separate studies by the Centre for 
Monitoring Indian Economy (CMIE) 
make some interesting revelations of the 
trends in the corporate sector. Both the 
studies relate to the year 1990-91. One of 
them concerns financial results of com¬ 
panies; the other relates to concentration 
of business in different areas of activity. 

The study on financial results shows 
that for the third year running net pro¬ 
fits of companies rose faster than gross 
sales. This gives the lie to fears expressed 
particularly in the wake of the 1990 Gulf 
crisis that corporate results for the year 
would be shrinking and that profits in 
particular would be registering a decline. 
The other study shows that concentration 
of business became more pronounced in 

The Week's Companies 


the hands of big companies in 1990-91 in 
most areas of activity. 

The CMIE covered 657 manufacturing 
companies in the private sector for 'is 
study of corporate results. Gross sales of 
the companies showed an increase of 16 
per cent at current prices and of 7 per cent 
at constant prices in 1990-91. The in¬ 
creases were 21 per cent and 9 per cent in 
1989-90. Compared with sales, net profits 
registered a bigger growth of 32 pei cent 
in 1990-91, although the figure worked oul 
lower compared to 51 per cetil m 1989-90 
and 78 per ccnl in 1988-89. Bui net pro¬ 
fits of companies were racing ahead ol 
s^es for the third con.secuiive yeai, aflei 
showing an absolute decline of 3 per cent 
in 1987-88. The rale of profitability thus 


remained on the rise, after it had declin¬ 
ed for two years preceding in 1986-87 and 

1987- 88. 

With increased profitability, distribu¬ 
tion of profits by way of equity and 
preference dividends ro.se 27 per cent in 
respect of the 657 companies reviewed in 
1990-91. Dividends as a percentage of 
equity and preference share capital of the 
companies increased to 24 percentage 
points from 21 percentage points in 

1989- 90 and 19 percentage points in 

1988- 89. Profits retained in business by 
the companies rose by 35 per cent during 

1990- 91 as against by 73 per cent during 

1989- 90 

There were 89 companies which incur¬ 
red net losses during 1990-91. They ac¬ 
counted lor 11 per cent of total sales and 
1? per cent of total net assets of the 657 
GMIE selected companies. 

By a break-up by industry groups, tea 
and col lee companies enjoyed the highest 
ratio of operating profits to gross sales. 
Aluminium and other non-ferrous metal 
companies showed a consistent improve¬ 
ment in profits with a sharp rise record¬ 
ed from 5 per cent in 1986-87 to 17 per 
cent in 1990-91. Cement companies came 
into the black after remaining in the red 
in the years 1987-88 to 1989-90. So also 
cotton textile companies which m fact 
recorded improvements in their profits 
and profitability rates, after they had re¬ 
mained in the red in 1987-88, as jute textile 
companies also made net profits for a 
■second year in 1990-91. 

The CMIE study on business concen¬ 
tration reviews market share in over 300 
industrial products/product groups of 
about 2,000 large business units. The 
study provides detailed company-by- 
company information on capacity, pro¬ 
duction, purchases, stocks and sales for 
each ol ihc 300 products it has covered. 
To explain concentration of business the 
study employs the tool of concentration 
ratio, which it defines as the percentage 
of sales value accounted for by the top 
four companies in the total sales of the 
industry. Analysing the position in this 
way, the study has made the following 
findings. 

A high concentration ratio exists in the 
chemicals, non-ferrous metals, transport 
equipment and non-electrical machinery 
industries. Within the chemicals industry, 
concentration is found to be particularly 
high in the organic chemicals, polymers 
and manmade fibre segments. In oi:ganic 
chemicals, companies like GSFC and 


(Ri lakh) 


Orkay S il k Mills Pine Chemicals Pr ashani Proteins 


Financial Indicators 

March 

March 

March 

March 

March 

March 


1991 

1990 

1991 

1990 

1991 

1990 

Income/expenses/profits 

Net sales 

14548 

1.3982 

41 

14 

2210 

1308 

Other income 

165 

115 

88 

129 

86 

46 

Raw materials consumed 

4328 

5694 

267 

5 

1878 

1141 

Power and fuel 

970 

741 

3 

6 

30 

21 

Other manufacturing expenses 

349 

261 

— 

3 

47 

34 

Labour cost 

1269 

955 

5 

7 

15 

14 

t)thcr expenses 

5427 

4252 

21 

21 

167 

105 

Operating profits 

2513 

1844 

72 

110 

145 

96 

1 merest charges 

1269 

955 

6 

10 

37 

27 

Gross profits 

1244 

889 

66 

too 

108 

69 

Depreciation 

813 

771 

7 

9 

14 

6 

Profits before tax 

431 

118 

59 

91 

94 

63 

Tax provision 

— 

15 

27 

16 

23 

4 

Profits after tax 

431 

103 

32 

75 

71 

59 

Dividends 

Uahililies/assen 

— 

— 

12.54“’ 

25.30f 

17 

17 

Paid up capital 

6640 

6640 

125 

126' 

113 

112 

Reserves and surplus 

7387 

6956 

240 

220 

114 

60 

Ixing term loans 

6986'* 

7378* 

— 

_ 

102 

— 

Short term loans 



247 

— 

344 

282 

Other liabilities 

3502 

3563 

165 

120 

387 

219 

Gross fixed assets 



134 

95 

177 

108 

Accumulated depreciation 

12768'’ 

12850'’ 

19 

13 

36 

21 

Inventories 

2%7 

2%3 

242 

3 

377 

316 

Of which finished goods 

1866 

1757 

238 

— 

183 

197 

Receivables 

6553 

6623 

92 

3 

322 

137 

laians and advances 

1509 

1387 

323 

373 

141 

93 

Cash and bank balances 

173 

163 

10 

16 

16 

3 

Investments 

— 

— 

3 

3 

10 

— 

Other assets 

546 

551 

— 

— 

50 

28 

Total liabilities/assets 

Key financial ration 

24516 

24537 

788 

481 

1060 

673 

Turnover ratio 

0 59 

0.57 

0.05 

0.03 

2 08 

1.94 

Return on sales 

8.55 

6.36 

160.98 

714.29 

4.89 

5.28 

Return on investmenlt'o 

5.07 

3 62 

8.38 

20.79 

10.19 

10.25 

Return on equity (%) 

3.07 

0.76 

8.77 

21.68 

31.28 

34.30 

Earning pci share 

0.65 

0.16 

2.56 

6 

6.23 

5.18 

Dividend ("/•) 

_ 

— 

10 

20 

15 

15 

Book value per share (Rs) 

21.13 

20.48 

19.18 

17.63 

19.89 

15.08 

Current market price 

77.50 

— 

62.50 

_ 

16.05 

_ 

P/E ratio 

119.23 

— 

24.41 

— 

100 

— 


* Total of loans. ^ Net block. ' Rs 3,670 on preference shares since redeemed. Rs 30,250 on 
preference shares. ‘ Rs I lakh of preference share capital. 
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IPCL account for all or a very dominant 
share of many of the chemical products. 

Within the non-ferrous metals and 
transport equipment industries, (he con¬ 
centration ratio is 100 per cent. It is nearly 
so in aluminium, copper, lead, zinc, 
aircraft, medium and heavy commercial 
vehicles, jeeps, scooters and three- 
wheelers. In the scooters market, a high 
concentration ratio that was existing in¬ 
creased from 94.7 per cent in 1989-90 to 
96.4 per cent in 1990-91. So al.so in the 
mopeds segment of the two-wheeler in¬ 
dustry, the concentration ratio rose from 
86 per cent in 1987-88 to 94 pci cent in 
1990-91. 

Concentration ratio is lound to be high 
in consumer products, consumer durables 
and cigarettes, and relatively high in drv 
battery cells, electric lamps, electric fans, 
television sets and bicycles In iicni-duiable 
consumer products like sugar, vanaspaii, 
vegetable oils, tea and (abrics and 
garments, it is low. 

Cement and drugs foiiniilalions record 
ed a decline in eonceiiiialion ratio, the 
former from 38 per cent in I987-8S lo 34 
per cent in 1990-91, and the laitci liom 
24 per tent to 18 pei cent diiniig ihis 
pertod. 

Absolute concentration of 100 per cent 
is found in such products as viscose staple 
fibre, phenol, putilied teicphihaliv acid 
(PTA), caprolactum, sponge non and 
passenger cats, with nioioicycles iiininng 
close at 99.9 pci cent 

ORKAY SIl K Mil IS 

Renewal «f Fad***! 
Promise? 

It will be good if Kapal Mehra, chair 
man of the Orkay Silk Mills, wcie to 
throw some light on why Orkay share is 
kicking so much on the market. I he Iasi 
official rate recorded on the Bombay 
Stock Exchange on April 13 for the scrip 
was Rs 77.50, But that was high enough 
compared to the rate of Rs 43 on the 
budget day and much more so against 
Rs 23 at the start of this year on January 1 
while on April 2 the scr>p had climbed to 
a height of Rs 120. With that leap early 
this month, the scrip had gone up almost 
10 times from the 1989 low of Rs 12.50 
and nearly nine times from the 1990 low 
of Rs 14.50. 

The scrip so far is far short still of the 
rate of Rs 194 it was quoted at in the 
heady days when the company went 
public in September 1984 and the manage¬ 
ment had called the time then as the ‘Age 
of Orkay*. That was a hope that had sad¬ 
ly gone sour, however, as Orkay share’s 


debacle subsequently due to poor work¬ 
ing of the company showed. Yet, there is 
no doubt that the scrip now has drama¬ 
tically come back, having appreciated so 
far this year by a margin of 421.79 per 
cent. Is it just the post-budget market 
boom? Is it the budget concessions in 
excise duty on synthetic fibre and yarn? 
Or IS it improved fundamentals of the 
company? So if chairman Mehra were to 
share his expectations now that the com¬ 
pany has clo.scd its rtnancial year in March 
he would be doing a good turn to the 
shareholders, aflci thc> have had quite an 
unrewarding time m the last three years. 

The year 1990-91 was a third year lor 
which the shareholders were paid no divi¬ 
dend by Oikay Silk Mills The year’s 
woiking resulted tn an increase in net pro¬ 
fit Irom Rs I 18 crorc to Rs 4.31 crore, with 
the eainiiigs pci share also improving 
modestly to Rs 3 07 Bui the directors 
waived dividend in oidei to augment the 
long-icrni resources ol the company, as it 
was III the midst ol implementing a large 
expansion ol capaciiv I he company had 
commenced at the close ol 1990-91 expan 
Sion ol Its polycondensatioii and spinning 
lacilities fiom O.OfK) loiiiics per annum to 
2'',(XKI tonnes per annnni 

This expansion is ()rkav Silk Mills’ one 
SI long feature, tis it is to lead to a quan- 
lum lump III produciion and yield a turn¬ 
over of Rs 6110 croie in a lull year. The 
lompans was also engaged in 1990-91 in 
the esiahlislmiciii ol ,iii expoit oriented 
null loi ihe maiuil.iciiirc and export ol 
fabrics and had installed and brought into 
production 65 Sul/ci kioms already with 
export oiders rm hand Vre these plans m 
hand to maik a renewal ol Oikay Silk 
Mills’ taded promise' 

FINI ( Hf MKAl S 

Ao<|iiisiti<>iis and 
Disposals 

For the two scars 1989-90 and 1990-91 
Pine t'hemicals was neither here nor there. 
It was handicapped because of non 
availability of raw material in its main line 
of husines.s, namely, the manufacture of 
rosin”and rosin derivatives and turpentine, 
and was occupied instead in acquiring and 
disposing of other outfits Thus, in 
1989-90, it dispo.sed of Pinsel Undertak¬ 
ing under which it was manufactuiing 
computer diskettes to the Vidarbha Iron 
and Steel Corporation and in 1990-91 it 
acquired from Chromates and Pigments 
the latter’s unit at Nandesari in Baroda 
for manufacturing rosin and turpentine. 
The acquisition took effect from March 
1, 1991, and the disposal of Pinsel Under¬ 


taking was completed on May 31, 1990. 

Following the purchase and sale of two 
different going outfits the results of Pine 
Chemicals for the two financial years got 
distorted. For instance, income from 
sources other than sales of products in¬ 
creased with the disposal of Pinsel Under¬ 
taking by a margin of Rs 39 lakh in 
1989-90. Similarly, with the acquisition of 
a going unit of Chromates and Pigments, 
expense under the head raw materials con¬ 
sumed recorded an increase of Rs 187 lakh 
by way of acquisition of finished goods 
ol the unit that was acquired. And the 
year closed with an inventory build-up of 
Rs 242 h kh against Rs 3 lakh in 1989-90. 

However, against the non-comparablc 
positions lor the two years. Ihe working 
for the year ended March 31, 1992 will be 
reflecting the company’s activity of 
inanulacture of rosin and turpentine. 
Besides acquiring a new unit last year, the 
company has also applied to the central 
government l<<r change of location of its 
plant from Jammu and Kashmir to 
tiujaral owing lo non-availability of raw 
material on continuous basts in Ihe former 
state. However, for the raw material oleo 
pine resin the company relies on imports, 
the position in respect of which is become 
fairly complicated Since maintaining 
liquidity ot funds is important here, the 
directors decided to reduce dividend to 
Rc 1 per share for 1990-91 from Rs 2 per 
share for 1989-90. 

PRASHANT PROTEINS 

All-Round Growth 

Prashani Proteins of Bhavnagar, 
(lujarat, is not exactly in foods business 
hut in food aids like the manufacture of 
edible oils, besides fatty acids, wax and 
gums But this company of only nine years 
has made its mark already with a steady 
payment ol dividend of Rs 1.50 per share 
to the shareholders and the share value ris¬ 
ing now to Rs 100 on the stock market. 
The company has also established itself 
in exports, having earned in 1990-91 
cxpoti incentives of the order of Rs 79 
lakh against Rs 44 lakh in 1989-90. 

The directors, in their 1990-91 annual 
report, have described Ihe working dur¬ 
ing 1991-92 as ‘excellent’ with an all-round 
growth achieved in product ion, sales and 
export in the first quarter. Exports dur¬ 
ing 1990-91 registered an increase from 
Rs 425.57 lakh to Rs 789.85 lakh. The 
company, which in 1988 took on lease the 
plant of Nagarjuna Solvent Extraction, 
Andhra Pradesh, has installed a 200 ton¬ 
nes per day soybean preparatory plant 
with latest technology during 19^91. 
Prashant Proteins is thus going ahead in 
its field of activity. 


Economic and Political Weekly April 25, 1992 


861 



IN THE C API PAL MARKE1 


Murablack India 

MURABLACK INDIA, which is seimm; 
up a Rs 53.03 crore 100 per cent exptiri 
oriented 9000-tonnes super and elciro 
conductive grade carbon black project 
(the product to find use in plastics and 
rubber products, inks, paints and in dry 
cell batteries) at T^rapur, Maharashtra, 
in collaboration with Murachemic SA, 
Switzerland, a subsidiary of Balduin 
Weisser SA, which has developed and 
holds worldwide patents foi the ‘Mura’ 
process which will be used in the project, 
IS offering Iron) May 5, 1,09,34,500 equi¬ 
ty shares of Rs 10 each (Rs 10 93 crore) 
at par for subscription lo the publis The 
project, promoted by .1 K Malhoira and 
S T Shah, is to be financed with equity 
liiiids t)l Rs 25 12 ciore, ol which the pro¬ 
moters arc coiitnbuiiiif Rs f> XS crore, 
Mut.ichemie Ks 5 2 ciorc, MCOM Rs I 5 
croie and llniuii ( aihide (India) Rs 5() 
lakh Miiiablack India is obtaining 
Rs 25 12 I lore ol loreign cuirencs loan 
Irom the Sssiss Hank < m poutiini and a 
rupee urin io.in i,l Rs l <)S , nuc ironi 
IhcIDBl, IIT I and l( K I Mniacheinic 
I IS insialling lo’ Mni,ihl,ii ) liuh.i ,i 
j'lant which il h.id commissi,iric.t in 
Swii/eiland in 19H4 and lun loi onis ,i 
couple ol years. 1 he m.iin r.ivs in.iienal, 
aioinatic rich carbon black fcedsiock, 
which IS .an .ainiTain residual oil, will be 
imported Irom P >w fheinicals. USA. n 
a price ol 9(1 ( -r tonne, while owgen 
and nitrogen will be sup))licd bs tbe 
Indian Oxygen The toial impmi com 
I ponenl of the project is estimated at 
I Rs 11,34 crcire Mitsubishi Corpoiaiion, 

I lapaii. has m principle agteed to maiket 
Murablack India’s entire production 
I worldwide, while Union Carbide tliidiaj 
I has undertaken to niaikci up to .I.CKKI 
tonnes ol tbe div cell batleiy grade pio 
duct globally pet annum and Mina 
chemie 3,0(K) lomies in the w, si 

IP Rin^js 

IP RIN( iS. promoted bs ;he Anuilg. 111,,1 
lions gioup ol comp.mieslndM I’isions, 
Amalgamaiioii, Simpson and ( ,, .iikI 
Tractors and l arni laiuipmetu is olleiing 
tor public subscii|iii>)ii I'.DS.IkKi iquiis 
shares ol Ks 10 each opening on May 14 
IP Rings ha.s undertaken a project (or the 
manufacture ol high carbon, high alloy 
steel rings for pistons (or use in heasy 
and light comniercial vehicles as well as 
two-wheelers and cats in icchiiical col 
laboraoon with Nipiion Piston Ring c. o, 
Japan The Rs 10 .X.S crore project al 
Marainialai iNagar, neai Madras, com 
mcnced production in August 1991 I he 
pioject IS financed with loans Irom the 
iC'iCI aggiegaiing Rs sOR.lb lakh, defer¬ 


red payment facility of R$ 12 lakh, state 
subsidy of Rs 1$ lakh and equity share 
capital of Rs 550 lakh, 'vith the pro¬ 
moters contributing Rs 330 lakh to the 
share capital. . 

Concert Spices 

CONCERT SPICES AND EXPORTS is 
offering lor public subscription 21,94,500 
equity shares ol Rs 10 each al par, open 
ing the lists on May 6, for a piojeci lot 
manufacture ol spice cileoresins, spice 
oils and spice extracts lor exports in 
Trichur district, Kerala The company 
has acquired a plant for producing oils 
and oleoresins from spices ol pepper, 
chillies, ginger and nirmeric at a cost of 
Rs 95 l,ikh It IS expanding the plant’s 
capacity of processing spices Itom hfK) 
tonnes per annum to 1,300 tonnes per an¬ 
num al a cost c)l Rs 2 90 ctoie I he ex 
isling plant is to go into commeiual 
prodiKlion tins month and the expanded 
capaciiN IS (,i start coming in use troin 
Xiu'iisi llie companv. promoted by 
( o inii's ( oiiceil group having a turn 
oxer ol Ks 40 ciore, exjiects to earn net 
prolii lot 1992-93 Although the project 
IS not too pet cent export oriented, the 
u'inpany plans to export the cnine out 
pul ol 90 tonnes ol oleoicsins and spicC 
mis S4 tonnes jvppet oleoresins and the 
balance other spicc extrai ts—rna-keling 
It 111 bulk to overseas biiyeis 

IVnIafour Software 

1 ISIS lor subscription for public issue 
ol Rs 1 lb crore of share capital by Pen- 
tdlour Soli ware and Exports (PSTI ) ate 
opening on May 6. The company, pan 
ol the Madras based Pentalour group ol 
V Kamakrishnan and associates, is mak¬ 
ing profits and paying dividend alicady, 
lutving declared a dividend of 20 per cent 
loi .1 nine-month financial period ended 
in last December, It was established m 
1976 to take up distribution ol Spencei 
and ( Cl’s products and Pentafour Group’s 
lonsuiner duiables. It has since switch¬ 
ed over lo export of soltware and made 
expiuis lo the US and Canada with a 
icvhiuictai, V C'handrasekatan, as 
managing diiectoi Exfiecting 10 increa.se 
Its share in soltware exports from India, 
ihe comp.iny is expanding scvftware 
devciopmeni a I a cost ol Rs 5 crore 

Manfisaur Ferro Alloys 

SI IAIN and N D Parckh are first-time 
cnii.mis III ihc capital market making on 
M.u 5 a shaie capital issue lor subscrip¬ 
tion b\ the public of Rs 1.9S crore of 
iMandsaur I crro Alloys, a company they 
have promoied to undertake a 6,CX)0 ton¬ 


nes high carbon ferro chrome and ferro 
silica manganese project at a cost of 
Rs 4.40 crore at Mandsaur, Madhya 
Pradesh. High carbon ferro chrome finds 
application in manufacture of stainless 
steel and ferro chrome in heat resistance 
steel and tool steel. The company has 
received offers of purchase of its pro¬ 
ducts from some of the existing com¬ 
panies in the field of stainless siecl and 
ingots and alloys Raw material chromite 
ore and pearl coke for Mandsaur Ferro 
Alloys’ piojeci arc to come from Orissa. 
Pioduction IS slated foi May this year 
while the promoters exped the company 
to earn .1 net profit tii the very first year. 

Cheniox Chemical 
Industries 

< HLMOX ( HEMIC Al. INDUSTRIES, 
promoted by S N Agai wal, is entering the 
capital maikel with a rights-cum-puhlu 
issue of■19.0b,7(K)equity shares of Rs 10 
each lor ca.sh at a premium of Rs 20 per 
shaic aggregating to Rs 5,72 ciore on 
Mdv 6 The ngins issue will be in the pro¬ 
portion t>f'wo shares lot every one shar; 
held C'hemox C hemical Industries wii 
iicsscd an increase m turnover from 
ks 7 71 crore to Rs 40 II crore between 
198'’ and 1991 Net piofil during Ihe 
same pciiod went up from Rs0 03 crore 
to Rs ! 19 crore Earnings per share also 
went up front Rs 0 80 to R' 23.95. The 
company has steadily increased the rate 
ol dividend from 10 (x-r cent to 18 per 
cent during the last ihiee years 1 he com¬ 
panv has taken up a project lor manufac¬ 
ture ol Sulphamethaxarole (SMX), a 
bulk drug, and Trimethoprim (FMBA), 
a bulk drug inlemiediaie, at a co.st of 
Rs II crorc at Ankleshwat The raw 
maicnai cost of -SMX is expected to be 
cheapet m compaiison with existing 
manufactureis, thanks to the develop¬ 
ment of in-housc technology. Neai Iv 75 
per cent of the SMX production will be 
exported. Chemox expects to earn foreign 
exchange of Rs 14.00 crore per annum. 
TMBA IS an import substitute and a large 
quantity is being impoited at present. 
'The company’s cost of production of 
TMBA IS expected to be 20 per cent lower 
than the landed cost of similar imported 
product and theie is a ready market 
available for the same including captive 
consumption of 40 MT out of the plan¬ 
ned 120 MT by Chemox itself. The com¬ 
pany’s TMBA plant will be the second 
plant in the organised sector in thecoun- 
I'y and will save foreign exchange to the 
extent of Rs 5.00 crore pa for the coun¬ 
try. The rights-cum-public issue will be 
jointly lead managed by Creditcapital 
Finance Corporation and Canbank 
Financial Services. 
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Calcutta Diary 

AM 

Persistent worklessness can be a great civiliser, so much so that 
the lessons derivable from east Europe might begin to sound 
increasingly hollow to the unemployed in west Europe. A lurch to 
the right could therefore be succeeded by a lurch to the left in 
France, Germany and Italy. 


WHISTLING in the wind, if you want to 
put it that way. As British pollsters have 
learnt to their cost, few can take this world 
for granted any more. Convulsions along 
the eastern ramparts of Fiiropc base now 
reached a decisive disshai'c < 'ommunisis 
in the western countries were in a iii.id 
scuny much eailiei to traiisforni them 
selves into pterodactyls IViliaps con 
gialulations aie due !<■ them lui being 
such magnilicen) anticit'aiors I oi ihiiiRs 
subseciiiently happs-ned vviili exoi 'nliii.iis 
rapiditv jiic Solidainy in I’'land, liic 
Havels m (. hoslovaKia, ! no’s Yii.eos 
lavia a batilegioiind lor bloody cthiin. 
confroiitatioii, the Gorbachevs arul the 
Yeltsins bickering exciledlv over sstneh of 
the two could claim the greater gtorv lc>r 
demoiishiiiK socialism The ( oniinon- 
wealth of lijdciiendeni Siaies is a bit ol 
a sham, some of them are already engaged 
in neighbourly iiitra'inural wars, appro¬ 
priately violent, otheis tiKi promise similar 
fun and games. But, evidently, those who 
once pa.ssed as socialists and communists 
are not the only ones threatened with 
discomfiture A kind ot anarchy ol the 
mind and emotions is fast spreading. In 
what was previously the German Federal 
Republic, the ('hnsiian Democrats, the 
party of President Kohl, architect ol the 
great national unification, have l>een at 
the receiving end ol a number of stunning 
upsets. In elections taking place in two 
landers —equivalent to our states—where 
the Christian Democrats were hitherto 
firmly entrenched, the neo-Nazis have 
performed extraordinarily well, the 
regimen of setg heils is, it appears, on the 
verge of making a triumphant return. In 
Italy, the tidings are equally full of ques¬ 
tion marks. In the just concluded national 
elections, the former communist party, 
now split into two major groups, of course 
suffered grave setbacks. The total com¬ 
munist vote slipped from 27 per cent in 
the last elections to 22 per cent now. The 
much more important news however con¬ 
cerns the drubbing received by the Chris¬ 
tian Democratic Party, which lost as much 
as 6 per cent of the votes. Ever since 
parliamentary democracy was resumed in 
the country at the end of the Second 


World Wat, the Christian Democrats, 
gicallv benefiting from their close under- 
sianduig wiih ihe Vaiican, were theeffee 
live rulcis ol Italy. Iriie, the cummunisi 
(iiiity had einorged excei'tionallv simng in 
lilt immediaie poti wai phase, because ol 
the inagiidicent resislantc the communists 
had oiganised against ili - I.'" - ists and the 
extiaordii'ary s.icrilice iii< u < adies had 
imdcrgoiif Hut even p,tlniiii) fogliatli's 
magic loiiKl noi make the f'hiiMiati 
Demociais f)iic the dust, the alliance the 
tommiiui !s had fotged with,Ihe socialists 
led by I'letio Nenm vv.is ,ils(> ol no avail 
Ihe < hiisiiaii Demos'us. despite en- 
coiiiiletmg minor, and soinetiiiies ma|oi, 
difficulties e\CIS I'.m and 'fien. rcinai'ied 
Ihe first party, a s •ns'iineni ol each of the 
fragile coalitions 'vhu li tot med the close 
to fifty governments presiding ovci Italian 
administration since 1*^46 This month’s 
elections, all indications suggest, arc go¬ 
ing to change that landscape. Even the 
spell of the Vatican is unlikely to sustain 
the low-level equilibrium for any further 
stretch of time; the Christian Democrats 
are poised to go the way ot all flesh 
Several new politi<.;il formations have 
mushioomed. mostly liii the Iringes ot the 
right, and have collected votes cast, it 
reports are to be believed, not specilically 
lor them, but to post dissatisfaction with 
the ancient regime. Alongside this general 
development is ihequiz/ical phenomenon 
of the Lega Nord. Divisiveness is in the 
air. The rich Lombardians arc no longer 
prepared to spare resources for the poorer 
south: the Lega got as much as a quaiter 
of the votes in and around Milan, and 
more than 8 per cent of the nation-wide 
total. Equally significantly, the neo-fascist 
party, the MSI, torch-bearers of Benito 
Mussolini's crooked dreams and diehard 
aspirations, have discovered that the pre¬ 
sent occasion was set apart for their 
resurgence too. They have advanced 
decisively in terms of garnered votes, and 
Mussolini’s politically ambitious grand¬ 
daughter, Akssandra, has won a scat in 
the Chamber of Deputies, much in the 
manner of the porno queens. Alessandra 
Mussolini did not let any grass grow under 
her feet; she straightaway claimed her vic¬ 


tory to be Italy's homage to the life and 
doings of her illustrious grandfather. Con¬ 
sidering everything together, a crisis of 
non-government is much in prospect in 
Italy over tfie next few months, or. for that 
matter, years 

France loo had nation-wide regional 
elections Iasi month The reigning 
Socialist Party was made mincemeat of in 
region after region. As in Italy and Ger¬ 
many, much more than the iraditieHial 
conservative parties oi ideologues of 
diverse hues campaigning, lointly and 
severally, lor einiroiimenial tirotection, it 
IS rabidly teaclionaty elenunis, holding 
some ol the most aisanc i l•’v.s n has been 
III! now hiiinanity’s lot to cr'iiiempb'te, 
wtui have conic lo ibe loic Ihe rost 
trightcning ta-. ’ is ih- rnnaw.iy success of 
the latialis' Nat-.oi''! I loni led by ‘he 
nevei s.is die de'ii.igoeiie 1 i Pen Thi m- 
iiiig!ali'<'i issue, durm int for long, lias 
rai.ser! iis uglv bead boiti along the t 'ljn- 
trs’s southern .'i.i.i uxl 'p tbeindus'nal 
belt aioiiii» ban '''.'nb unemployrient 
wobbinie at !(■ ' ’ i ci the total k'b.aur 

Ion e. t|'i‘ IS aye ! renv li wMi kei has ' eas¬ 
ed leposine ! nth in ihc Ino'h'Th'T ■ I of 
man. His pi "t ipal curreni o' -.'-ssKrti is to 
pres'cnl the A i.'bs trom Mon - ■ o. ^'eerla 
and luiiisia ansi Icssc? .'M'lcar'' frotn 
lurlhet down boiti c'ossmg the nariow 
strip ol the Mediterranean and laying 
claim lo .1 sti.'ie ol the last dv.indling jobs 
m I ranct I' '• ‘red bell’ ol sore., encircl¬ 
ing Marsailles and f*ari.s, where a mere 
absent minded nod from Maurice 1 l>.orcz 
was dll'.c the law, is n'''s ciitreni'hed lerri- 
lory lot I a Pen an'.' bis adherent^ Sic 
lemporti, o< rnon- 

Ihe |iatieri! iiwietheless is init to con- 
lorm to a pattern ) .s( week’s elections 
in Britain base not brought about a shift 
111 the centre of gias ity of iioblical power, 
poll ‘pundits' ptediciing a hung parlia¬ 
ment have conic a collective cropper. Still, 
the elccioial swing, howsoever feeble, has 
been against the right The British elec¬ 
torate IS apparentIv experiencing the 
dialectical ibleiniiia of Buridan’s ass, not 
trusting the I eft but not prepared to go 
the whole hog with the philosophy of 
Margaret I'haichei either, the latter was 
sanguine tn hci belief that it is piossible 
to travel back in lime and leturn the 
United Kingdom to the pristine glory of 
nineteenth century capitalism, and the 
poor could once more be tiealed in the 
fashion Charles Dickens had described so 
vividly in his works Maggie Thatcher 
forgot the logic of the old British proverb; 
even the worm turns. The poll tax she or¬ 
dained in lieu of the old municipal rates 
was intended to ensure that each dwelling 
unit, never mind whether a mansion or a 
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dilapidated, run-down room occupied by 
a working class family consisting of five 
or six or eight members, must pay the 
authorities an identical amount of tax. 
Socialism was of course in the dumps, she 
was however also determined to dump 
normal human decencies. The British peo¬ 
ple were obviously not prepared to travel 
that far. The Conservatives, taking fright, 
removed her from the prime ministership 
18 months ago. That, no question, saved 
them. With hardly any economic growth, 
inflation threatening to return to double 
digits and unemployment creeping back 
to the peak of three million, it is 
altogether a grim season for Britain. So 
what: to 13 long and frustrating years, the 
Labour Party, the traditional standard- 
bearer of the working class, is now con¬ 
demned to another spell of existence out 
in the cold. Whether it can survive this 
disappointment, whether it will ditch the 
colourless Neil Kinnock from the leader¬ 
ship, whether the party will, much in the 
style of erstwhile communists and .socia¬ 
lists in the rest of Europe, break up into 
confusing splinters, are all open questions. 
In the circumstances, to ignore the poten¬ 
tial for trouble creation by the northern 
Irish, or the sentiments represented by the 
Scottish National Party, determined to 
split away from imperialist England, need 
not be a safe proposition either. And, con¬ 
sidering the pluses and minuses together, 
the overall outcome of the British elec¬ 
tions has a significance not to be dismiss¬ 
ed out of hand. It conveys one major 
message; the rational processes of the 
human mind have not come to a total 
surcease; a capitalism which fails to act 
as a vehicle for accumulation and growth 
and is unable to provide work and a de¬ 
cent social security system will be con 
demned to lead an uncertain, ramshackle 
life. There arc puzzles within puzzles 
though: for perhaps the most forceful 
exponent in Britain of the humanist 
philosophy, Tony Benn, was soundly 
defeated in the elections. That footnote 
notwithstanding, persistent worklessness 
can be a great civiliser, so much so that 
the lessons derivable from east Europe 
might begin to sound increasingly hollow 
to the unemployed in western European 
countries. A lurch to the right could 
therefore be succeeded by a lurch to the 
left as well, in France and Germany and 
Italy. 

Meanwhile, east Europe will continue 
to simmer. The western governments have 
for the present made their judgment: in 
Russia, they are to place all their eggs in 
the Boris Yeltsin basket. They arc taking 
a calculated, or perhaps not so calculated, 
risk. \bltsin’s goings-about echo the man¬ 


ners more of a military autocrat than of 
a dedicated democrat. Even so, it *s hardly 
celebration time for him. He has to fight, 
simultaneously, on three fronts. He must 
control his authoritarian hauteur. He must 
somehow keep afloat the concept of the 
Commonwealth of Independent States 
and persuade the leaders of Ukraine, 
Belerus, Georgia, Moldovia, Armenia, 
and others that, while they keep squabbl¬ 
ing over territorial jurisdictions and the 
right.s and prerogatives of the ethnic com 
munities of which they are the patrons, 
It is still crucially worth their while to 
transform the CIS into ah effective reality 
Finally, Yeltsin must convince the restless 
Russian people, who seemingly have had 
enough of the treat of a free market where 
prices zoom to five hundred per cent or 
a thousand per cent higher levels in a trice, 
that the best was yet to be, specially since 
western munificence is on the way Does 
he however possess the wherewithal, both 
moral and material, to dissuade the Rus¬ 
sians from nurturing the thought that 
quite the contrary was their prospect, or 
that tt is in fact the worst that is vet to 
he.' for the sum of 14 billion dollars pro¬ 
mised to Yeltsin by the west has a catch 
in it: he must rein in inflation before the 
money would begin to flow. The Russian 
president might protest that that would be 
akin to putting the cart bet ore the horse; 
he would however be arguing from a posi¬ 
tion of dire weakness. 

The possible turn of events in the rest 
of eastern Europe is equally full ol 
enigma. Although the general standard of 
living on the two sides of the divide is so 
vastly different, a strong overlap extsts 
between the afflictions visiting the west 
European countries and the predicament 
the eastern parts of the continent arc 
facing. An impoverished nation, short of 
resources and infrastructure, is incapable 
of promoting growth and employment. 
That is only to be expected. What is 
astonishing is that outwardly rich nations 
too are failing, equally miserably, to pro¬ 
vide work to millions of their working 
population. Along with the United States, 
the west Europeans too have lost the battle 
of technology to Japan. The United 
States, unable to cope with the labyrin¬ 
thine sophistication of Japanese competi¬ 
tion, has slipped into being the world’s 
largest borrower. Not to mince words, it 
can sustain its standard of living only by 
depending on the charity of the Japanese. 
The situation has come to such a pass that 
even the priziest pieces of real estate in the 
States, from the Rockefeller Plaza to the 
Empire State Building, have passed into 
the hands of the citizenry of the land of 
the rising sun. 


The spectre of recession looms lai^e 
over g xi's own country, and the presiden¬ 
tial and congressional elections later in the 
year could well spring a few nasty upsets. 
Would this have a sobering impact on the 
haughtiness of the US administration? It 
is by all means a unipolar world: that does 
not still provide a licence to the Amoicans 
to act as the world’s gendarmerie. The 
global prospects, even they have to admit, 
are subject to a great many uncertainties. 
One or two false steps, and eastern Europe 
could yet explode into a fearsome anarchy. 
And while the western nations are steadily 
losing (he war of technology and econo¬ 
mics lo them, the threat of a recession 
hangs like the sword of Damocles over the 
Japanese too; inventories are rising, and 
the Tokyo stock exchange has turned jum¬ 
py Besides, given a few years’ time, both 
China and South Korea could post com¬ 
plex economic challenges. A little intros¬ 
pection, combined with some garden 
variety of humility, will, in the circum¬ 
stances, stand the west in good stead. The 
United States, for instance, would be wise 
to veer off from Cuba, and curb the rest 
of its Latin American ambitions. Its 
gloating over the downfall of a lecalatrant 
Alan Garcia in Peru ha.s proved to be ex¬ 
tremely short-lived. The surrogate presi¬ 
dent. Alberto Fujimori, whom the 
Americans hcljied lo insial, has suspended 
the country's constitution, dismissed both 
parliament and the judiciary, and has in 
effect ushered in a personali.sed, military- 
backed dictatorship. The marises in that 
country, and in the rest of Latin America, 
are unlikely to stand for it Who knows, 
the multitude all over the world might 
also, all of a sudden, learn to re-assert 
themselves against (he excesses of unbridl¬ 
ed capitalism. Does one dare to add in 
parenthesis, these masses could also 
include the dumb millions in India, 
currently allegedly enthralled by the 
unbelievable heights the share prices are 
scaling, despite a zero rate of overall 
economic growth and a negative rate of 
expansion of industrial output? 
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RANIK)M REFLECTIONS 


Self-Reliance, Recent Economic 
Policies and Neo-Colonialism 

Arun Ghosh 

Wi? have almost reached a point of ‘no return’ in regard to the 
management of the economy. No matter who run.s the government 
hereafter, certain ‘irreversibilities’ will haunt all successor 
governments because we have been rapidly moving on to a stage 
where the economy gets anchored, not to its domestie savings and 
domestic efforts, but to the inflow of international finance 
capital, with ah the implications thereof 


IN his 1992-93 budget speech, the finance 
minister underscored throe points, first, 
he said that the recent economic policies 
of the government would help to promote 
.self-reliance, growth and belter employ¬ 
ment opportunities in the longer run 
(though he did not spell out over what 
pencxl these objectives would be attained). 
Second, he said that we would overcome 
all hurdles and difficulties to attain the 
ideals enshrined in the Constitution, and 
the dreams of Mahatma Gandhi, Jawa- 
harlai Nehru, and other 'founding fathers' 
of the Indian republic. I'hird, he said these 
dreams, as well as the goal of self-reliance, 
can be attained only through the 'globali¬ 
sation' of the Indian economy and its in¬ 
tegration with the world economy It is not 
clear how the second proposition fits in 
with the third, and how at all the first pro¬ 
position IS consistent with the second, but 
these points will be dealt with later 

EfONOMK POI ic S PAtKAt.t 

The recent economic policies of the 
government ol India can be briefly summ¬ 
ed up as a package consisting of three 
separate sets of policies (i) The 'stabilisa¬ 
tion’ of the economy, meaning thereby, the 
bringing into balance the aggregate de¬ 
mand and supply, the present imbalance 
being in the main caused by large (and 
endemic.) deficits in the central govern¬ 
ment’s budget during the 80s, which got 
reflected in a spiral of inflation at home 
and deficit in external payments abroad. 
The policies adopted in this context relate 
to budgetary and credit policies, (ii) A 
'restructuring’ of the Indian economy 
with a view to making Indian industry in¬ 
ternationally competitive. The policies 
adopted in this context range from in¬ 
dustrial and foreign trade policies to Issues 
like the lending policies of financial in¬ 
stitutions (including banks), the pattern 
of government expenditure and public in¬ 


vestment, including the policy relating to 
the public sector, and the approach on 
sick units and in regard to subsidies 
generally and the subsidisation of small 
businesses and farms in particular, (iii) 
The 'globalisation’ of the Indian economy, 
throwing open (in stages) the import of 
all commodities (including consumer 
goods), reducing the customs tariffs, 
allowing free inflow of foreign capital 
(including short-term capital), opening up 
the service sector to foreign capital 
(especially in the matter of banking, in¬ 
surance and shipping), and partial con- 
venibility of the rupee (as a prelude to full 
convertibility). 

Much comment has already been made 
on specific elements of the government’s 
'restruauring’ programme, and the adverse 
consequences thereof on the development 
of indigenous enterprise and of self- 
reliance. This note would not repeat those 
well known points, and focus essentially 
on some of the inner contradictions and 
dangers of the policies adopted. 

The three-pronged approach has major 
implications for the functioning of the 
economy and its future direction.. They 
imply a complete—and a sudden—break 
from the past, and several issues arise 
relating to; (a) the desirability of the pat¬ 
tern of development sought; (b) the timing 
of the various policies and, more impor¬ 
tantly, their sequencing (and in fact the 
wisdom of the frequent changes in policy 
which has the effect of creating uncertain¬ 
ties); (c) the relative importance attached 
to the different aspects of policy, in¬ 
asmuch as domestic priorities relating to 
the provision of education, health and 
employment-guaranteeing a minimum 
income to all—get neglected in the at¬ 
tempt to achieve rapid globalisation of the 
economy; (d) the likely impact of the 
package of policies enumerated earlier; 
and (e) whether there are other options 
available to the country. 


Long-Term Goals of Economic Policy 

To begin with, it should be reiterated 
that the package of policies outlined 
above involved a total break from the past. 
To that extent, to say that these policies 
aim to subserve the dreams of the found¬ 
ing fathers of the Constitution would be 
a travesty of truth. The dreams of the 
‘founding fathers’ of the Indian Republic 
are spelled out quite clearly in the Direc¬ 
tive Principles of State Policy in the Con¬ 
stitution (part IV). Specifically, Articles 
39 to 47 of the Constitution spell out state 
responsibility in regard to the right to 
work, to education, to public assistance 
in cases ot unemployment, old age, sick¬ 
ness and disablement, the promotion of 
free and compulsory primary education 
to all within 10 years, and promotion of 
the economic interests of weaker sections 
of the people (in particular, the Scheduled 
Castes and the Scheduled Tribes), the rais¬ 
ing of the standards of nutrition and the 
improvement of public health, the secur¬ 
ing of just and humane conditions of 
work and of maternity relief, and the 
organisation of village panchayats and en¬ 
dowing them with the powers and authori¬ 
ty necessary to enable them to function 
as units of self-government. Elsewhere, 
there is mention of the abolition of bond¬ 
ed labour and of child labour. These were 
the dreams of the founding fathers of the 
Constitution; and Jawaharlal Nehru felt 
that state control over key and basic in¬ 
dustries, with decentralised production of 
most consumer goods, would provide the 
basis foi rapid growth of the economy 
consistent with social justice. The In¬ 
dustrial Policy Resolution of 1956 gives 
content to these dreams’. 

Times change, and with changing situa¬ 
tion, we also need to adapt ourselves. One 
can also understand the need for policy 
adjustments from time to time to take 
note of immediate, short-term problems, 
as also in the light of changes in techno¬ 
logy. But the package of policies adopted 
between July 1, 1991 and February 29, 
1992—that is, in the space of eight 
months—have two broad implications. 
First, they entail a total and an irrevocable 
break from the past. Second, as of this 
writing, in early April 1992, we have 
almost reached a point of ‘no return’. For, 
no matter who runs the government here¬ 
after, there are certain ‘irreversibilities’ of 
economic life which are likely to haunt alf 
successor governments, because we hav^ 
been rapidly moving on to a stage where 
the Indian economy gets anchored, not td 
its domestic savings and domestic efforts, 
but to the inflow of international finance 
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capital, with ail the implications thereof. 

‘SlABIl IbAllON’ ANi) ‘RfcSt RUC rURINti’ 

That ‘stabilisation’ of the Indian 
economy has been a dire need—after a 
decade ol improvidence in regard to 
government expenditure—would be denied 
by no one That a ‘restructuring’ of Indian 
industiy became inevitable, again as a 
result of .short-sighted policies in regard 
to the diiection of industrial growth over 
the past decade, is also a matter on which 
most people would agree. T hat ‘globalisa¬ 
tion’ of the economy—indicating its in¬ 
tegration with the production and trading 
Structure of the rest of the world (though 
not necessarily with all the cultural mores 
of the west today) -is possible only aftei 
the economy has grown to a level of skills 
where we aie internatioiially competitive, 
and after the country ha> attained self- 
reliance in the sense that its savings are 
enough to finance its investnients (and its 
exports arc adci|uate to pay lor its import 
needs) is also a mailer on which theic 
would be gciicial agreement. In fact, suc¬ 
cessive live-year plans started with the 
hypothesis that oui growth laie should be 
made self-sustaining within a generation 

The point, howes'er. is that globalisation 
of the economy helps when trade, labour 
and capital flows are between equals We 
need to globalise from a position of 
strength, not a position ol weakness. 

Two additional pomis nei .1 to be made 
before analysing the pieseni package of 
economic policies and ilie likely impaci 
thereof, l-irsi, ‘stabilisation’-—alter a 
decade of impiovidciiec in publu spend¬ 
ing—neces-sarily involves a contraeiion of 
economic actn it), even though temporari¬ 
ly. With aggregate demand far in excess 
of aggregate supply, any siabilisatioii 
policy would involve contraeiion; and 
contraction is always a painful piocess 

IndepenJcntly ol the above, any pro 
gramme of 'rcsiniciuniig’ calls lot fric 
tional unciiqilovnient, some dislocation 
and some pam 1 his is independent of the 
paliern t>f resituciurmg fcven it the 
pattern of resiiuciurmg adopted were 
desirable which il is not the inning, the 
sequencing and ihe emphasis on different 
aspects of polny arc likely lo be sell- 
defeating 

It follows Ihai lesiiuclming is possible 
with relatively less pain - and in fact, 
seasonably smoothly—-in a growing 
economy. In an economy winch is going 
through a eontruetionaiy phase (as a 
fcsult of stubilisalion), any attempt ai 
sapid restructuring can be not only doubly 
painful, the attempt can be counter¬ 
productive if the resultant dislocation is 
so great as to cause unrest and cis il sti ilc 

This is where simultaneous pursuit I'l 
both stabilisation and restructuimg ot ilu 


economy smacks of the poor quality of 
econopiic policy formulation, for the very 
purpose of restructuring—as well as of 
stabilisation—can be threatened by orga¬ 
nised opposition to the policies pursued, 
by the aliempt by each group to pass on 
the pain (arising from the loss of income) 
to other groups, by the resultant social 
tension. The sequencing of change should 
be: the attainment of stability in prices 
through equality between aggregate dome¬ 
stic supply and demand, and balance in 
external payments; and onl> thereafter, an 
attempt to ‘resiruciurc’ the economy, in 
an expansionaiy phase (alter the success 
of stabilisation policies) Incidentally, even 
in the process of stabilisation, there would 
be some inevitable restructuring, some of 
the ‘unviabic’ types of activity would (all 
by the wayside, as a result of the eontrac- 
lion in aggregate demand ^nd the corn 
pression of imports 

The other point to note is that ‘globali¬ 
sation’ of the economy ought to be at 
tempted nfler the pattern of growth en¬ 
visaged in the Directue Principles of State 
Policy has been attained. That is when the 
country is ready to fai.e world eompcii- 
tion on equal terms. Otherwise, any at 
tempt at ’globalisation’ ol the economy 
can rebound adversely on the vast maion 
ty ol the people who ate mired in lack ol 
cdueaiion, lack ol skills, ill health .md 
poverty 

ClKOI Nl> Sill M ION 

As per the 1991 C ensus. 48 pci cent of 
ihc Indian population of age 7 years and 
above was completely illiterate as on 
March I, 1991 T he level of illiteracy was 
much higher in the rural areas, more parti¬ 
cularly among women, and particularly 
among Ihe backward sections like the 
Scheduled Castes and Scheduled Tribes 
people. Also, as of 1987-88, lulls 41 per 
cent of the total population of the coun¬ 
try was below the poverty line, the pcieen- 
lagc being much higher in some of the 
backward regions ol the country Also, 
during the 8()s, the growth of population 
and the wotkforce has outstripped the 
growth of employment. Hciween 1983 and 
1987-88 (as per Ihe National Sample 
Survey) employment growth was no more 
than 1.55 per cent per annum, white the 
growth of population occurred at some 
2.11 per cent per annum. I his background 
is necessary m order (u understand the im¬ 
plications of the policy package introduc¬ 
ed since July I, 1991 

When India was hit by acute balance 
of payments difficulties towards the end 
of 19^ and the early part of 1991, partly 
because of high payments required for oil 
imports (aftei the Gulf war), the major 
problem faced by India was the flight of 
short-term capital rather than Ihe failure 


of exports to increase pari passu with im¬ 
ports. The Gulf crisis had that temporary 
effect, but after the Gulf war (and the 
decline in international oil prices), India’s 
problems did not get mitigated, they got 
accentuated. 

The basic reason was the improvidence 
of the government of India in financing 
balance of payments deficits during the 
80s. In 1987-88, 1988-89 and 1989-90 our 
exports grew rapidly, but so did our im¬ 
ports; and to meet the external deficit we 
relied heavily on short-term borrowings. 
As per the RBI Bulleim of July 1991, 
short-term borrowings constituted ap¬ 
proximately 70 per cent of our total ex¬ 
ternal borrowings in all these three years 
(1987-88, 1988-89 and 1989-90). In addi¬ 
tion, short-term external borrowings by 
banks, by way of non-resident depiosits in 
foreign currency (K'NR) grew rapidly, 
much beyond our foicign exchange 
reserves. 

It was the flight of shoit-icrm capital 
Irom India in the later pan of 1990 and 
earlier part of 1991 which precipitated the 
loreign exchange crisis It is unnecessary, 
in tact even liiiilc, to speculate whether 
any other options were avai'abie lo the 
country in July 1991; there is no way one 
can predict what would base happened if 
wc had chosen an alternative path The 
point ol signilieanec is that the policy of 
grant ol saleable l.xini scrips on all ex¬ 
ports, as tioiii July 4, 1991, and ol mak¬ 
ing iinporiers ol law materials and com¬ 
ponents (except lot sjx’cificd canalised in¬ 
puts Ol imports lot certain designated 
industries) buy hxim scrip.s from the 
market, was precipitately given up on 
February 29, 1991, when effectively a 
multiple currency exchange system was in¬ 
troduced with partial convertibility of the 
lupee. (As a niaitei of fact, there would 
now be thiee rates of exchange, one for 
‘essential’ imports and IMF transactions, 
one for all commercial imports and all 
capital transactions—other than with the 
IMF— and a third for exports and service 
incomes, at a 40:60 mix of the official rate 
and Ihe free market rate.) At the same 
time, official pronouncements are pouring 
m, thick as hail, on more liberalisation to 
follow which, leastwise, create uncertain¬ 
ty and expectations which induce people 
to ‘wail and sec’ More importantly, the 
liberalisation ol imports, without any 
signs as yet ol export buoyancy—and 
without the sell-adjusting mechanism of 
commercial imports being financed 
through Exiin scrips—can only portend 
the continuation of the balance of 
payments problem in the years to come. 

The contradictions of the policies 
followed need to be spelled out a little 
more clearjy. First since July 1991, while 
there was justified debureaucratisation 
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and deregulation of industry at home, it 
was accompanied by an extremely tight 
credit policy with penal interest rates 
which effectively ranged between 22 and 
25 per cent. This policy has impinged 
adversely on domestic industry generally 
and on small-scale industries in particular. 
Thus, in essence a large fiscal imbalance 
was sought to be corrected by extreme 
monetary tightness, not through increased 
direct taxation. As a result, while a few 
well-established, large firms (generally 
with foreign time-ups) wcie able to lake 
advantage of the liberalised industrial 
licensing conditions, there has been little 
or no new industrial activity, and in fact 
there has been a deep recession in in¬ 
dustry. The available official data for 
April-Deceinbcr 1991 reveal a decline in 
the industrial production index, and the 
same trend is likely to continue over 1992 
Secondly, and importantly, there has been 
step-by-step and steadily increasing 
liberalisation ol rules for the inflow of 
foreign capital As indicated earlier, the 
liberalisation measures have been accoiii- 
panied by vague ptonouncemenis by res¬ 
ponsible members of the council of 
ministers that more liberalisation is in the 
offing, fhe lesuli has been that even 
foreign investors have understandably 
chosen to wait and see what further con¬ 
cessions ate announced In the meantime, 
there has been a .spate of foreign col 
laboration ariangemenis lor the produc¬ 
tion of elitist consumer goods (which may 
be taken to be a continuation of the wrong 
policies adopted m the later years of the 
80s, as a result ol the liberalisation of 
technology impssit policy) Simultaneous¬ 
ly, the policy in regard to the inflow of 
short-term lorcign capital eithei by way 
of foreign curiency deposit> by iion- 
residenis (fC'NR) or by way of poiilolio 
investments in stocks and shares m the 
stock exchanges was hherali.sed fo com¬ 
plete the tally o( new- policies peimi.ssion 
was given lo non-residcius to bring in up 
to S kg of gold per head, after paying an 
impxiri duly ol 15 per cent (fixed, for con¬ 
venience, at Rs 450 lor 10 grammes), 
though we are not concerned with this last 
policy here, except that perhaps it should 
be noted that though gold smuggling 
needs to be checked, the immediate im¬ 
pact of the policy appear to have been 
lo release large (untaxed and floating) 
funds for speculative purcha.ses of the 
limited industrial scrips available on the 
stock exchanges—taking equity prices lo 
an unwarranted level from which a crash 
could shake confidence -and for specu¬ 
lative cornering of stocks of foodgrams 
and other essential articles. 

While the above policies relate mainly 
to the external situation, the intcinal 
policies—mainly through the budget for 


1992-93—seek to; (a) reduce the fiscal 
deficit of the government primarily 
through severe cuts in investment expen¬ 
diture, and the sale of shares of profitable 
public sector enterprises up to 49 per cent 
(which, as per latest announcements by 
the finance minister in Tokyo) can be sold 
to foreign investors also; (b) reduce, in real 
terms, the transfers to state governments; 
(c) leave the public sector enterprises to 
their own devices generally for their ex¬ 
pansion (or restructuring where ncces- 
.sary): and (d) reduce the rates of direct 
taxes significantly, especially on higher in¬ 
comes, and raise lax revenue through an 
increase in excise duties. It should be add 
cd that apart from the cuts in investment 
expenditure generally, cxpcndituie on 
social inirastructurc has also come in loi 
a cut in budgetary allocations. 

All these facts arc well known. If they 
are noiiethelcss reiterated here, it is 
because the totality ol these policies has 
not only an immediate adverse effect on 
the economy, they also contain the seeds 
of a calamitous set of developments in the 
future. The economy is being led to a 
quagmire from which ii may extremely be 
difficult to extricate it in the coming years. 

I'he finance minister has himself stated 
that there is likely to be a gap, over the 
next two or three yeais, of something like 
S 3 to $ 4 billion annually in the current 
account of the balance of payments. In¬ 
stead of addicssing the balance of pay¬ 
ments problem Ironiully, the present 
package liberalises inipmis—supposedly 
in the interest ol making Indian industry 
more competitive and seeks lo make up 
lor ihe gap in our cuiicnt account balance 
of payments through the inflow ol foreign 
capital. Since there is no large inllow of 
direct foreign investment, the attempt 
being made now' is lo make up for the 
balance of payments deficit by the inflow 
of short-term external capital. 

To cite a few figures in this context, as 
of December 31, 1991, FC'NR deposits 
were $ 5 5 billion and NR I deposits in 
rupees were Rs 1,100 crore (or $ 3.0 billion 
at the then rate of exchange) {vide 
Economic Survey 199J-92) Since FC'NR 
deposits arc being assiduously sought — 
at a rale of interest of 9.5 per cent which 
IS significantly higher than the rate of in 
teresl in most developed countries- these 
deposits may be expected to have gone up 
since the end of December 1991. Let us 
assume the modest figure of $ 6 billion 
as the outstanding amount of FC'NR 
deposits as of Match 31, 1992. At the free 
market rate ol exchange, the value of these 
deposits would be some Rs 18,0(X) crore. 
The NR (F.xiernal) Rupee deposits would 
have gone I'p to a minimum of Rs-8,000 
crore (including interest liability). Thus, 
these two, namely, FC'NR and NRER 


deposits would amount by the end of 
March 1992 lo around Rs 26,000 crore ap¬ 
proximately. These short-term deposits are 
repatriable at short notice. In fact, it may 
be recalled that it was the flight of such 
capital over October 1990 lo June 1991 
which precipitated the foreign exchange 
crisis in June 1991. Again, as per the 
Economic Survey, the withdrawals of 
FCNR deposits between Ociober 1990 and 
June 1991 were a.s much a.s S 1,334 million, 
or nearly Rs 3,500 crerc. Wc are, strangely, 
again a.ssiduously culiivating the inflow 
of such shoii-icrm capital and portfolio 
investmcnis (which aie as easily repatri¬ 
able) 

The above liability of Rs 20,000 crore 
in loreigii exchange (m respect of non resi¬ 
dent deposits) IS nearly two and a half 
limes the olficiai loietgn exchange reserves 
of the government a.s of March 20. 1992 
at Rs 11,728 crore (vide the late.st RBI 
Bulletin, Weekly Statistical Supplement ol 
April 4, 1992). These reserves do not in¬ 
clude the loreign exchange assets held by, 
say, the SBI by way ol India Development 
Bonds and similar funds; but these funds 
also are a.s capable of being withdrawn as 
FCNR cleposiis. .^ddltionally, the short¬ 
term liabilities, rolled over from earlier 
periods ol govcinmeni companies like the 
IOC, ONf'iC and IPCI and also institu¬ 
tions like the State Bank of India—are 
estimated at between $ 4 to $ 5 billion, i c, 
some Rs 12,(K)fl crore lo Rs 15,000 crore. 
The danger to the Indian economy, the 
short-sightedness ol the policies adopted, 
would be lealiscd when we see the present 
foreign exchange reserves ot less than 
Rs 12,(X)0 crore ni the backgiound of the 
shyrt-term capital liabilities of some 
Rs 26,0(K) crore plui bonowings of less 
than one year mainrits totalling some 
Rs l2.000-is0(K) erorc 

In other words, we are now in the 
same—or perhaps a mote vulnerable— 
situation as we were in early 1991, with 
short-term habihlie.s significantly in excess 
of our foreign exchange reserves. The dif¬ 
ference between June 1991 and Apiil 1992 
is that last year wc were able to bring the 
current account of our external payments 
into near balance through import com¬ 
pression, while wc are now intent upon 
opening up Ihe ccononu to miport.s, even 
as we have a deficit of around % 4 billion 
in the balance of pasmeiit. which, aci'or- 
dmg lo the finance inmisicr, is likely to 
continue 

From 1994 wc would have to start 
repaying Ihe medium-teim loan mciitrcd 
from the IMI -'World Bank (for structural 
readjustment), and it is noi at all clear 
how our balance of payments po.sition 
would suddenly change from a deficit of 
around $ 4 billion a year to a surplus (of 
whatever is required to repay the IMF/ 
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World Bank, in respect of the short/ 
mediuin-term loans contracted). 

This implies that our internal economic 
policies would hereafter need to be 
tailored to the dictates of the international 
Finance capital. The so-called ‘reform of 
the Financial sector’, permitting foreign 
banks to freely set up branches in India, 
and the virtual freeing of Indian commer¬ 
cial banks from the responsibility of len¬ 
ding to the ‘priority sector’, are symp¬ 
tomatic of the economic policy changes 
that would have to be pursued. We would 
need to keep on paying an extortionate 
rate of interest on FCNR deposits in order 
to keep and attract more of such dC)x>sits. 

Meanwhile, there is no conscious or 
planned attempt at a genuine ‘restructur¬ 
ing’ of the Indian economy. The neglect 
of investments on social infrastructure 
would keep the growing Indian popula¬ 
tion mired in ignorance, ill-health and 
poverty. The neglect of investments on 
economic infrastructure would slow down 
the growth of both agriculture and in¬ 
dustry. The refusal of the government to 
rely more on direct taxation will fuel price 
increases, and set in motion a process of 
price increases, devaluation of the rupee, 
increase in the cost of imported inputs, 
consequent rise in prices leading to fur¬ 
ther devaluation. As a result, the poorer 
sections of the population would be 
squeezed, and social tensions and unrest 
would lead to a decline in efficiency and 
production. The infrastructure—invest¬ 
ments on which are being neglected—will 
falter, and even private foreign capital may 
be reluctant to invest in a country where 
the atmosphere is no longer ambient and 
where the infrastructure does not func¬ 
tion. At the same time, we would remain 
at the mercy oi- international finance 
capital in regard to monetary and credit 
policies, in regard to the Financing of even 
our agriculture. We would become ex¬ 
porters of primary commodities; and the 
integration of the Indian economy with 
the re.st of the world, against this back¬ 
ground, IS likely to give a setback to the 
growth of our industries. We are entering 
an era of neo-colonialism. When the 
Finance minister repeatedly exhorts us to 
forget the days of the East Indian Com¬ 
pany, he should himself study what has 
happened to all Latin American countries, 
what is happening in Peru today, as a 
result of the pursuit of policies recom¬ 
mended by the IMF/World Bank. 

Ws have apparently learnt nothing from 
history, not even from our experiences 
over the past one year. We are in the pro¬ 
cess of destroying the institutions 
assiduously built up since independence 
by way of nationalised banks, by way of 
an edifice of rural credit, by way of a 
reasonably functioning infrastructure of 


power, transport and communications. We 
are in the process of destroying the very 
fabric of Indian society. 

These are the dangers of the policy 
package introduced between July 1991 
and February 1992. There are certain ‘ir¬ 
reversibilities’ and certain compulsions— 
like the overhang of short-term external 
debt—which may make it extremely difFi- 
cult for the country to retrace its steps, 
unless resolute national will reasserts 
itself. 

Remedies 

Fortunately, India is still largely an 
agricultural country, and its foreign trade 
is a small part of its GDP. The country 
can and shall survive, though the cost of 
the mistake made over the past one year 
will be quite heavy. One needs today to 
go back to the concept of self-reliance in 
the sense that: (a) our domestic savings 
should be made to Finance our invest¬ 
ments; and (b) our exports (both visible 
and invisible) should meet all our import 
needs (again, both visible and invisible). 

Starting from the above premise, one 
has to (a) eschew any additional large bor¬ 
rowing from abroad, (b) attempt to con¬ 
vert short-term borrowings (at high rates 
of interest) to medium and long-term bor 
rowings at lower interest rates, (c) cut 
down inessential imports—which would 
include even compqnents for elitist con¬ 
sumer goods (micro ovens being an exam¬ 
ple)—and give a thrust to the export of 


manufacturers, and (d) increase direct tax 
collections for stabilising the economy 
and to increase investments on social and 
economic infrastructure. 

‘Decentralisation’ is an effective means 
of achieving efficiency in expenditure; all 
social investments must be taken up at a 
decentralised level, as part of local area 
planning, for which the devolution of the 
requisite resources is necessary. Only thus 
can we successfully free the energies and 
enterprise of the Indian people, but to do 
so we must bring in a regime of egalitarian 
policies. People would bear any sacrifice 
necessary provided they see that the 
policies are purposeful and are in their in¬ 
terest. In fact, participation of the people 
in the endeavour at restructuring is essen¬ 
tial for its success. But such participation 
can become possible only if we eschew the 
path of pandering to the interests of a few, 
who are in turn pandering to the dictates 
of international finance capital. 

It is not yet too late to turn back. But, 
with every passing day, the task would get 
increasingly more difficult. This is what 
the people of this country must reali.se. A 
retui n to economic sanity, to the concept 
of self-reliance, is what the people should 
demand 

[Paper presented at seminar on ‘Response lo 
Siructurai Adjustment and Kecoloni.satioir t he 
Koleot Voluntary Action' organised by Volun¬ 
tary Action Network India (VANI) and Iroan 
drum District Fishermen's Federation at 
Trivandrum iiver April 21 22, 1992.] 
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OBITUARY 


D T Lakdawala 

J C Sandesara 

BORN in Surat in 1916, Dhansukhlal 
lUlsidas Lakdawala passed away at about 
mid-night oa April IS, following a 
massive heart attack, while travelling by 
train from Ahmedabad to Bombay. 

Lakdawala was a student of what was 
then the School of Economics and 
Sociology. University of Bombay, for his 
MA and PhD in the late 30s and early 40s. 
His PhD dissertation, done under the 
supervision of the late C N Vakil, was on 
‘Justice in Tkxation in India, with Special 
Reference to Gujarat’. He then joined the 
Department of Economics of the School 
as a member of the faculty and rose to 
become Professor of Economics and 
Director of the Department, a position he 
held until his retirement from the univer¬ 
sity about IS years ago. 

As a member of the faculty and as 
Director for nearly three and a half 
decades since the early 40s, his contribu¬ 
tions were major, many and varied, all 
marked by quality. His lectures on public 
finaoce apd international trade for the 
MA courses are still remembered by his 
students for their thoroughness and 
lucidity. He supervised the PhD disserts 
tions of over 30 students. He undertook, 
singly or jointly, a number of large-scale 
research projects of which two, namely, 
the Saurashtra and Bombay Surveys, are 
most widely known. He wrote a number 
of books and scores of papers in learned 
and popular journals. 

Subject-wise, public finance, his first 
love, continued to attracehim throughout 
his career. His numerous works in that 
area put him on a pedestal. But over the 
years he widened his teaching and research 
areas. International trade and socio¬ 
economic surveys have already been men¬ 
tioned; among the other areas where he 
felt comfortable and confident were in 
dustrial and labour economics, planning 
and public policy, and economics ot 
education. 

It is difncult to specify or'pinpoint from 
Lakdawala’s voluminous work his central 
thoughts and ideas for which he will be 
remembered. This is becau.se of two 
reasons, the second of which is the more 
fundamental; (1) Some of his works are 
joint effort.s, done by him as junior/senior 
author. Also, a good part of his work has 
appeared anonymously, done by him 
singly or jointly for government commii- 
tees/commissions with which he was 
associatgd. (2). History books have a lot 
of space for those who take extreme posi¬ 


tions on ideas and in action and little 
space ^or the middle-roaders, and 
Lakdawala was innately a middle-roader. 

But Lakdawala will remqnbered for 
the method he employed in his oral and 
written presentations. Looking at pro¬ 
blems from several angles, marshalling 
logic and evidence in examining them, 
highlighting the weaknesses of logical 
conclusions as practical solutions and 
then ultimately suggesting feasible solu¬ 
tions and putting them in a simple 
language—that was the essence of his 
approach to problems. 

One more related point in this context; 
Although Lakdawala was swayed by the 
currents of change in economic policies, 
he never failed to mention, in his own 
middle way, that action on the changes in 
actual practice had to be moderated by 
continued action, though to lesser extent 
on the previous policies also. For example, 
during the late 60s when almost everybody 
who mattered was pro-poor, he too was 
in that mould. But he also argued that the 
pro-poor policies could not be sustained 
in the long run unless there was a mix of 
pro-growth policies with them in the short 
run. More recently, when almost every¬ 
body who matters has been pro-growth, 
he shared that concern. But he also argued 
that the pro-growth policies could not be 
sustained in the long run unless there was 
a mix of pro-poor policies with them in 
the short run. To him, it was a question 
of the right-mix—one thing more at one 
time and the same thing less at another 
time, depending upoti which policies were 
dominant at particular points of time. In 
essence, he was a gradualist and would feel 
greatly disturbed by turbulent changes 
which extreme policies inevitably bring in 
their train. 

During l.akdawala's stewardship, the 
Department of Economics grew in 
strength, both numbers-wise and in terms 
of the diversity of specialisations. And 
even when he was not the director, his 
influence was always there. His predeces¬ 
sors in that office—the late C N Vakil and 
M L Dantwala—generally u.sed to consult 
him and took due note of his opinions 
and views in decision-making. As a senior 
head of a major department, heads of 
other departments at the university often 
turned to him for advice in matters con¬ 
cerning their departments 

L.akdawala’s work in the department, 
heavy a^ it was, occupied only a part of 
his time and energy. He contributed 
generously of his time and advice to 
various panels of the Bombay University 
and other universities, of the University 
Grants Commission and of the Indian 


Council of Social Science Research 
(ICSSR). His monumental work as 
chairman of the Standing Committee for 
the First surveys of research in economics 
and as general editor of the seven volumes 
of these surveys sponsored by the ICSSR 
testifies abundantly to his organising 
ability and scholarship, as also to his per¬ 
sonal rapport with the authors of these 
surveys—spread far and wide in-the coun¬ 
try, representing different age-groups and 
with diverse ideological inclinations. 

Yet another facet oi Lakdawala’s work 
lay in the area of institution-building and 
in the nurturing of institutions others had 
founded. He was founder-director of the 
Sardar Patel institute of Economic and 
Social Research, Ahmedabad, with which 
he continued to be associated till his 
sudden and untimely death, and was the 
first honorary director of the Western 
Regional Centre of the ICSSR, Bombay. 
He was closely associated with the Centre 
for Monitoring Indian Economy and the 
Indian Economic Association and its 
journal, both based in Bombay, and the 
Gujarat Economic Association, 
Ahmedabad. 

Lakdawala also served as chairman of 
the governing boards of a large number 
of research institutions. Among those 
were the Centre for Development Studies, 
Trivandrum, Gujarat Institute of Area 
Planning, Ahmedabad, Centre for Social 
Studies, Surat, National Institute of 
Educational Planning and Research and 
National Institute of Public Finance and 
Policy, both in New Delhi 

Lakdawala’s wide-ranging interest in 
economic problems coupled with his 
innate inclination to examine them 
realistically and in a balanced way and to 
hammer out workable solutions made him 
an ideal chairman or member of commit¬ 
tees. No wonder then that he was ap 
pointed chairman/member of a large 
number of committees/com missions ap¬ 
pointed by the central and state govern¬ 
ments. The list is long, but to name a few: 
chairmanship of the Cost of Living Index 
Committee of the government of Maha¬ 
rashtra, chairmanship of the Taxation 
Inquiry Committee of the government of 
UP, membership of a'number ot industry 
wage-boards, membership of the F'ifih 
Finance Commission and deputy 
chairmanship of the Planning Commis¬ 
sion. 

On his appointment as deputy chair¬ 
man of the Planning Commission, an 
economist was asked by a journalist where 
he would place Lakdawala in the ideo¬ 
logical frame—to the right of centre or the 
left of centre? The reply, a bit enigmatic. 
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perhaps aptly summarised Lakdawala’s 
position: At the centre 6f the centre. 

During his long career Lakdawala 
received his share of wider profes- 
sional/public recognition for his manifold 
contributions. He accepted these rewards 
and awards with humility so typical of 
him. He was president of the annual con¬ 
ferences of the Indian Economic Associa¬ 
tion, the Indian Society of Agricultural 
Economics, the Indian Society of labour 
Economics and the Gujarat Economic 
Association. He was recipient of the 
Dadabhai Naoroji Award twice for 
distinguished work in economics. He was 
a National Fellow ol the K'SSR. He was 
honoured by the government of Malia 
rashtra with the Best Teacher Award. 

Last year, in his seventy-fifth year, 
Lakdawala was felicitated by his (ormcr 
students, colleagues, friends, admirers and 
members of the Gujaiai Economic 
Association at Vapi in Ciiijarat and was 
presented with a puise Out of that col¬ 
lection he set up a trust to use the income 
from the corpus to improve the quality of 
teaching and promote research in econo¬ 
mics and related areas During his last 
days he was busy chalking out the agenda 
of activities of this trust foi the nest five 
years. 

Lakdawala was easily in the forefront 
of the .second generation of economists 
who during their early days worked close¬ 
ly with, and who later succeeded, the first 
generation ol economists—C N Vakil, 
D R GadgiEand V K R V Rao. The latici 
instilled in the second generation deep 
scholarship, a wide perspective on 
economic problems and an abiding 
concern for the public good to be served 
principally through advancement and 
extension of knowledge. Economics to the 
first generation was largely a Iruii-bcaring 
tree, not just a light giving torch. The first 
generation also spent a lot ol its time, 
energy and influence in building institu¬ 
tions, in training students and in nuriui 
ing people. Lakdawala, a second genera¬ 
tion economist, inhcied these qualities, as 
would have been noted fioiii ilic above 
Recount of his work .And as the first 
generation economists prepaied the 
second line, Lakdawala also prepared the 
succeeding general ion ot cvoiiomisis, 
some of whom aic ai present in ilic 
forefront in their insiiiuiions or ihi.ii 
specialisations. They arc ihcic in iniei- 
nationai agencies abroad and in ilic 
government, in financial and invcsimcm 
institutions, in mdusiiv as well as iii 
universiries and research institutes. Thev 
are proud to trace their lineage to him and 
remember him with gialiiude and 
warmth. 

Naturally malice-fiec, gentle, unassum¬ 
ing and self-effacing, Lakdawala was^ov- 


ed by all who came to know him, distantly 
or closely, and he reciprocated their 
affection even more generously. 

Although ever busy, he always found 
time for all his students, colleagues, 
friends and even stray visifors—to discuss 
their problems, providing ample evidence 
to support the adage that a busy person 
has time for everyone and for all matters 
l-akdawala’s home, a small flat near 
Chowpatty in Bombay, was an open 
house. One could go there at an\ nine foi 
any work. The hospitality of the I'aniily— 
of Lakdawala, his wife CTiuiidiab.ilabcn 
and bis sistci flrmilabeii—was legendaij 
The visiicir wa' invatiably served a plaidul 
of snacks and (ca and the lamilv insisted 
that the visitor did lull justice to the 
serving. Eveniption was granted onl> 
when the guest pleaded medical grounds 
In sum, he gave society flu more than 
what he drew from it. It w<is onlv in ihis 
part of his conduct that his Inciids lomul 
l.akdawaia lacking in balance And even 
his critics, who often got iiiitaicd at Ins 
unfailing balance, wcic so chaiincd hs tins 
imbalance that they (ailed to noiici tiu 
inconsisiencv oi forgot to ciincise him 
for It. 


Alas, Lakdawala is no more. But only 
in a physical sense He will otherwise live¬ 
long, through the Department of Econo 
mics of the University of Bombay which 
he nurtured for so long and so well, 
through a numbei of other institutions 
which he lounded and helped, and 
through ilte. trust he has recently set up 
Also, he will be remembered for the 
methodology he employed to analyse 
practical problems and for the skill he 
biought to bear upon the process of 
arriving at workable solutions from 
logical conclusions. 

F inally, a short personal note' My rela¬ 
tions with L.akdawaia stretched to nearly 
font decades Ironi my caily 2()s when 1 
was his student to iiiy present laic .“iOs 
when L am on the eve ol retirement 
Lakdawala's critical inteiveniion at a 
cciiain indecisive stage m my lile con¬ 
tributed significantly to giving a deal 
direction to niy career .Also, his method 
and manner of dealing with men and 
mailers have had a protomid influence on 
the process (>f rny growing up lo maturity 
My mdcbtecliiess to him is immense and 
It redeemable 
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Required for an Autonomous Women's 
Education-cum-development Society 
a State Programme Director 

The Job As executive head ot the progiarnnie, the candidate will have to 

guide, inspire and manage a team of over 100 staff working in 5 
districts of Karnataka m over '>00 villages, and handle a substantial 
budget 

Will be a woman dedicated to working for the empowerment of poor 
rural women She will tiave had an exposure to and conceptual clarity 
on development and women s issues and the ability to slratcgise 
and think mnovatively She will have excellent managerial skills in 
eluding finance and administiation 


The Candidate 

education 

bxpericnee 

Language 

Age 

Loc at'cm 


Masters Degree trorn a reputed University with good academic 
record 

Atleast 10 years work experience essential Grassroots and/or train¬ 
ing experience an advantage 

Knowledge of Kannada essential rxcellence in written and spoken 
English required 

Over .JS yk-iirs 
Bangalo'e 


Salary will not be a constraint for tfie right candidate Persons who do not meet the abosre 
criteria will not be considered Applications with detailed bicsdata must be received within 
one month ol this advertisement, to 

Box No 17495, 

Economic and Political TXAcekly, 

Hitkarl House, 984 Shahid Bhasmsingh Road, 

Bombay 400 0038. 
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NEW DELHI 

EFF Arrangement in Jeopardy 

BM 

Within a week of the prime minister’s public affirmation that the 
government would seek an EFF arrangement with the IMF has 
come the quiet decision to put off negotiations on it. Evidently 
the government failed to get a good chit from the IMF’s 
inspection team for its performance in implementing the structural 
adjustment programme. 


IT is becoming clear that the “switch from 
the mixed economy to market economy", 
prime minister Narasimha Rao put it the 
other day while addressing foreign media 
persons is not going to be “smooth and 
easy as he had fondly hoped. Apart from 
the growing discontent among the people 
and active resistance of trade unions, 
criticism of opposition political parties 
and questioning by sections of the in¬ 
telligentsia, the foreign creditors and their 
institutions are themselves making things 
difficult for Narasimha Rao. The negotia¬ 
tions on the proposed Extended Financing 
Facility (EFF) arrangement with the IMF, 
for instance, have been stalled. The con¬ 
version of the stand-by credit of $ 2.2 
billion sanctioned by the IMF last year 
into a $ 6-7 billion EFF was earlier taken 
for grante<* in order to complete within 
three years the structural adjustment pro¬ 
gramme. According to the agreed time¬ 
table, negotiations for this conversion were 
to start at once after the presentation of 
the budget for 1992-93. Given a satisfac¬ 
tory performance certificate from the IMF 
on the implementation of the commit¬ 
ments entered into by the government 
under the stand-by loan arrangement last 
year, the EFF arrangement was expected 
to become operational without any hitch. 

But snags have evidently developed to 
upset this time-table. The prime minister 
had himself publicly declared that the 
government was keen on an EFF arrange¬ 
ment. This was before the arrival of an 
IMF team early in April, after the presen¬ 
tation of budget, for inspecting the 
government’s performance. Though the 
policy prescriptions and performance 
criteria would be stiffer under the EFF 
arrangement than the stand-by loan’, the 
prime minister and the finance minister 
were ready to go in for it because it would 
bring down marginally the interest liability 
on IMF credits and extend the repayment 
of the principal amount over a longer 
period. It npw appears, however, that the 
deal cannot be clinched easily and without 
hassles. Of course, no officii explanation 
has so far been given as to why the 


negotiations on the EFF have had to be 
postponed. It may not be amiss in this 
context to recall the abrupt termination 
of the S S billion IMF loan arrangement 
in the 80s. 

The far-fetched idea being entertained 
among those who have committed them¬ 
selves to the structural adjustment pro¬ 
gramme to promote sectional interests is 
that postponement of negotiations on the 
EFF may help improve the government’s 
bargaining position and reliese some« hat 
the rigour of IMF/World Bank condi¬ 
tionalities. The road-blocks in the way of 
exit policy, restructuring of the financial 
system, fiscal policy issues such as sub¬ 
sidies, especially food and fertiliser sub¬ 
sidies, and direct taxes on incomes and 
wealth, it is suggested, can be negotiated 
with more care and skill, now that the 
position of exchange reserves has become 
relatively easy. The negotiations on the 
EFF will require not so much economic 
expertise as political acumen to gain some 
advantage and Narasimha Rao is suppos¬ 
ed to possess the necessary skill for the 
purpose. 

All these considerations, as well as the 
pulls and pressures at work for the 
postponment of negotiations on the EFF 
do not, however, give a convincing expla¬ 
nation for the uncertainties that have 
arisen over the exceptional financing ar¬ 
rangements for the completion of the 
structural adjustment programme within 
the earlier stipulated time-frame. What 
must not be missed is that between the 
public affirmation by the prime minister 
in Santiniketan in favour of the EFF and 
the quiet decision to postpone negotia¬ 
tions on it in less than a week, there was 
the week-long inspection by the IMF team 
of the government’s performance as per 
the conditionalities attached to the stand¬ 
by credit of last year. The inspection 
report does not appear to have given a 
good chit for the government’s perfor¬ 
mance. IMF spokesmen have given suffi¬ 
cient hints of their dissatisfaction and 
reservations about the government’s abili¬ 
ty, if not its willingness, to carry out its 


COMMENTARY 

commitments. It had been clearly stipu¬ 
lated by the IMF and World Bank and ac¬ 
cepted by the government that further 
financial support from the IMF and 
World Bank would be contingent on 
fulfilment of the performance criteria. 
While the IMF is strengthening and 
streamlining the arrangements and pro¬ 
cedures for monitoring the government's 
performance, there is no question of 
the EFF coming into play till at least 
September this year when the next IMF 
inspection visit is scheduled to take place. 
Till then, it would appear, the EFF is to 
be kept in abeyance. This will make the 
government’s position even more difficult 
and shaky than it already is. 

The most important of the lags or 
defaults on the part of the governmeni 
which have attracted the critical notice of 
the IMF inspectors are reported to be with 
respect to exit policy and the restructuring 
of the financial system, both of which 
have met with bitter opposition from the 
trade unions, in addition, the failure ex¬ 
peditiously to attract direct foreign invest¬ 
ment, especially in the critical oil sector, 
and quicken the pace of privatisation of 
the public sector also seems to have receiv¬ 
ed the attention of the IMF management. 
How energetic or reckless the government 
will be in the coming months to imple¬ 
ment the IMF/World Bank ’reform pro¬ 
gramme’ so as to qualify for the EFF will, 
therefore, have to be closely watched. How 
far this effort will run parallel to or in con¬ 
flict with the political arrangements that 
the government, the prime minister in par¬ 
ticular, may like to put together too will 
be interesting to watch. The present 
government is evidently far too deeply 
stuck with the IMF/World Bank struc¬ 
tural adjustment programme. It has not 
either the political authority or the room 
to manoeuvre. On the contrary, put on 
strict probation by the foreign creditors, 
it may turn more desperate and ruthless. 
Nobody need be impressed by the glib talk 
of an improvement in the exchange reser¬ 
ves, making it possible for the government 
to postpone the EFF. The improvement 
so claimed is not based on earning of 
foreign exchange the hard way; it is the 
result of piling up more foreign debt 
which has actually made the government 
more vulnerable to foreign pressure and 
rendered its bargaining position weaker. 
What must be most trying for the govern¬ 
ment in this position is that not only is 
exceptional financing by the IMF and 
World Bank likely to become tardy, the 
flow of direct foreign investment on which 
so much reliance is being placed to pull 
the economy out of stagflation back to the 
growth path too will remain halting and 
fitful. 
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CREDIT POLICY 

Confused and Directionless 

The Reserve Bank’s credit policy for the first half of 1992-93 lacks 
a sense of direction: it is neither anti-inflationary nor 
growth -su pporti ve. 


WHILE the avowed objectives of the 
credit policy for the first half of 1992-93 
just announced by the Reserve Bank in¬ 
clude revival of industrial and agricultural 
production, encouraging exports and 
bearing down on inflation, the policy 
measures do not constitute either a break 
from the past or a bridge to the future. 
As usual there is a lot of tinkering and the 
approach smacks of ad /locism 

The RBI’s press release states that in 
order to reinforce the anti-inflationary im¬ 
pact of the proposed reduction in the 
budgetary deficit to Rs 5,389 crore, the 
credit policy aims at a sharp reduction in 
the pace of monetary (M,) expansion 
from 18.6 per cent in 1991-92 to less than 
II per cent in 1992-93. The proclaimed ob¬ 
jective is to bring down the rate of infla¬ 
tion to 8 per cent (as against the accep¬ 
table level of 4 per cent as per the wisdom 
of the Chakravarty Committee) from the 
prevailing average rate of about 13 .per 
cent. 

How realistic is the RBI’s target of 
monetary expansion? Th6 RBI’s own 
estimate places aggregate deposit accre¬ 
tion to the scheduled banks in 1992-93 at 
about Rs 27,000 rrores and for the bank¬ 
ing sector as a whole it could be around 
Rs 30,000 crore. Assuming t he rate of cur¬ 
rency expansion to be somewhat lower 
than la.st year’s level (it could actually be 
higher in view of the likely necessity of 
drought relief measure in live stales), M, 
expansion would luin oui to be over 12 
per cent in 1992-93 

This is in accordance with the existing 
parameters. But thcie are at least four 
measures in the credit policy which may 
work at cro,ss purposes with the objective 
of containing monetary expansion to 11 
per cent. These arc the raising ol ihe rate 
of interest on deposits with a rnaiuriiy of 
between 46 days and less than three years, 
the withdrawal of the It) per cent mere 
mental cash reserve ratio, the discontinua¬ 
tion of the incremental non-food credit- 
deposit ratio and the withdrawal of res¬ 
triction on extension of credit for pur¬ 
chase of consumer durables. These 
measures would definitely have their 
repercussion on deposit growth and credit 


expansion, rendering the RBI’s estimate 
of desirable monetary expansion into a 
piece of wishful thinking. In any case, the 
projected 11 per cent rise in money sup¬ 
ply, 8 per cent inflation rate and 3 to 4 
per cent rise in real national income in 
1992-93 are patently inconsistent and fly 
in the face of the empirically established 
relationship among money, output and 
prices in the Indian economy It is in¬ 
teresting to speculate on the possible 
reasons for the jacking up of the interest 
rates on short-term deposits. It would ap 
pear that the monetary authorities do not 
in fact expect a significant abatement ol 
inflation and therefore regard highei 
nominal interest rates as necessary to 
maintain real interest rates at the ap¬ 
propriate level. This could also be the 


reason for not altering the floor lending 
rates. Anotner calculation could be that 
with full convertibility of the rupee 
possibly round the corner, an attractive 
short-term interc.st rate is deemed by the 
monetary authorities as essential to induce 
inflow of capital or to stem the outflow 
of capital. While rupee convertiblity may 
trigger inflationary expectations, 
materialisation of capital inflow may in 
response to high interest rates boost, 
domestic monetary growth in addition to 
exposing the economy to the dangers 
associated with the ebb and flow of hot 
money. Both eventualities do not augur 
well for the performance of the economy. 

In sum, the credit policy lacks a clear 
strategy in the sense it is neither anti- 
inflationary nor growth-supportive. At a 
time when the economy is threatened by 
both inflation and recession, the RBI 
should have left deposit rates unaltered 
(except possibly saving bank deposit 
rates), gradually lowered the incremental 
cash reserve ratio and the incremental 
credit-deposit ratio instead of abolishing 
It and reduced lending rates, in particular 
those applicable to small borrowers 
(which have in hut been raised) with 
higher commitment charges on unutilised 
ciedii limits 
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CASTE AND CLASS IN INDUSTRIAL ORGANISATION 
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relations 
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Indian Navy Goes to War 

Gurbir Singh 


The Indian navy authorities based in Bombay have located the 
‘enemy* within—the 20,000 inhabitants ot Geeta Nagar, a 
developed hutment colony at the southern tip of the city. With all 
the resources at its command the navy is seriously engaged in 
hostilities against these hapless Indian citizens. 


THE Indian navy’s objectives, one would 
as$ume,are the defence and protection of 
this country’s shores and pteople from the 
invasion and atucks pf ‘enemy’ aliens. 
The navy authorities based in Bombay, 
however, seem to have different ideas. They 
have located the ‘enemy ’ within—the 
20,000 inhabitants of a developed hutment 
colony. And with maps, barriers and 
patrol cars, they are seriously engaged in 
hostilities against these hapless ‘Indian’ 
citizens. 

Geeta Nagar hutment colony is a large 
township at the southern-most tip of 
Bombay island. Established nearly 35 
years ago, it got its name in 1964 from the 
wife of the then vice-admiral of the 
Westari Navel Fleet. Originally, the colony 
housed retired naval personnel and con¬ 
tract and domestic workers who served the 
large army and navy cantonement of ex¬ 
treme south Bombay. Tbday it has a large 
population of workers, taxi drivers, 
hawkers and even middic-cla.ss employees. 
Geeta Nagar is literally lands-cnd for 
south Bombay. It occupies a thin strip of 
land almost 1.25 kilometres long, running 
along the sea coast westward from the 
Tata Institute of Fundamental Research 
(TIFR) along the sea breaker. Its breadth, 
however, is no more than 50 metres at the 
widest point. With the sea crashing on the 
breakers to the south, the awesome high- 
rise apartments to the north and the Air 
India and Oberoi Towers across the 
Nariman Point Bay, the vulnerability of 
Geeta Nagar is highlighted in stark relief. 

Life proceeded normally in the colony. 
There is a full-fledged church and mosque 
and a couple of mandirs. Six doctors run 
private clinics in the ‘basti’. There are two 
schools and a flourishing-adult literacy 
programme run by research .scholars from 
the TIFR. All went well, till the navy 
decided to step in. 

Geeta Nagar, though part of Navy 
Nagar, is not on navy land but on state 
government land under the jurisdiction of 
the collector. The residents individually 
pay ‘rent’ (officially a Fine for encroach¬ 
ment on state government land !) to the 
collector. Being in occupation for over 35 
years, and being a censused slum, the 
residents are entitled to basic civic ameni¬ 


ties. With over 8,(X)0 voters in the colony, 
despite the navy’s pressure, the residents 
were able to secure sanction for electricity 
connections and a water pipeline. But this 
was as late as 1990. For nearly three 
decades the navy saw to it that the basti 
residents lived in darkness, and that they 
bought their water at one rupee a pail out¬ 
side the cantonment limits and ferried it 
in jerry cans tied to cycles. That is because 
the electric cables and the water pipeline 
pa.ss through navy area, and the naval 
authorities were not willing to give the 
necessary clearance. 

The politics of Geeta Nagar followed 
the usual course with opportunist com¬ 
mittees linked to unscruplous leaders keen 
to maintain their pocket boroughs and 
vote banks. Traditionally, Geeta Nagar 
always voted Congress, and youths from 
the slum boasted that they had indulged 
in bogus voting in the 1991 general elec¬ 
tions for the Lok Sabha, some of them 
casting up to 10 votes each for the suc¬ 
cessful candidate, Murli Deora. In 1990, 
finally the water lines were laid and a 
trickle flowed for a month or so. There 
are conflicting reports as to why the taps 
ran dry. Some residents say the navy cut 
the line. Murli Deora says that his 
own Congress-aligned local committee 
embezzled the Rs 40,000 he paid towards 
water taxes, and therefore the municipal 
corporation cut off the supply for non¬ 
payment of dues. The fact is till today the 
35-year old slum gets its water in jerry 
cans. 

The history of the electricity connec¬ 
tions or rather the lack of it, is even more 
bizarre. After the sanction ol electricity 
connections, work on laying of cables 
began sometime in June 1990. Half the 
work was completed during the monsoon 
of 1990. Thereafter a sub-station was built 
but in May 1991 the navy stopped the pro¬ 
ject by obstructing the passage of equip¬ 
ment and material for the Geeta Nagar 
sub-station through the navy area. The 
project remains unfinished till today. 

The reason for not allowing civic work 
to be commissioned was given by vice- 
admiral Johnson, C-ln-C, WesternMaval 
Fleet, to a delegation of the Nivara Hakk 
Suraksha Saniiti in February this year. The 


navy wanted the'whole colony out from 
the area, and it believed any improvement 
in civic amenities would increase the 
resolve and legal rights of the people to 
stay on. Turning down an appeal for 
allowing the electricity work to go on. 
Shared F^war, union defence minister, 
wrote to Murli Deora thus: “...I find it dif¬ 
ficult to have their demands acc:ded to, 
primarily because Geeta Nagar is an 
unauthorised colony which has al.su cii 
croached on 4.85 acres of the navy’s 
.strategic land along the sea front in 
Colaba which had been earmarkeu for 
strategic deployment for meeting any 
seaward threat. This colony has, thus, 
become a security hazard.” (letter dated 
November 26, IWI). 

Vice-Admjral H Johnson went one step 
further. For him, not only was Geeta 
Nagar a geographical security risk, but a 
shelter for ‘anti-nationals’! Writing to 
Murli Deora, MP and Bombay Regional 
Congress Committee (BRCC) president, 
Johnson states: “Geeta Nagar and other 
encroached areas are an extremely grave 
security risk which can jeopardise the 
investment of very substantial national 
resources in our navy. Recently reported 
presence of individuals who belong to 
anti-national organisations is an added 
source of anxiety...” (letter dated 
September 3, 1991). In other letters to the 
local ML A Marzban Patrawala, the same 
Johnson refers to Bangladeshis lurking in 
Geeta Nagar! 

So to shut out the ‘anti-nationals’ and 
the ‘.security hazard’, Ciceta Nagar must 
go. it IS to thai end that Vice-Admiral 
Johnson has evolved a plan. The main 
strategy is to choke the residents out slow¬ 
ly. The first step is the denial of civic 
amenities The second step is the construc¬ 
tion of a compound wall along (Jeeta 
Nagar which will prevent movement resi¬ 
dents through Navy Nagar and make nor¬ 
mal traffic to and fro fiom the colony 
near-impossible. And finally, Geeta 
Nagar’s demolition and the shifting of 
residents to alternative land in Kalwa, 
earmarked for the purpose. 

Right now, the navy is .stuck at stage 
two for the people have decided to fight 
it out; and the rallying point has been 
Geeta Nagar’s own ‘Berlin Wall’ 

Geeta Nagar’s mam access to the out¬ 
side world was via a small path that ran 
along the wall of the Tlf-R, through the 
Navy Nagar residential colony, and onto 
the main Homi Bhaba road. Elarlier, save 
this access road, the entire area behind the 
basti was one big marsh land. This was 
reclaimed over the years by the navy, and 
is currently in use as a frKilball field. Sud¬ 
denly, without discussing the matter with 
the Geeta Nagar residents, the navy began 
constructing a wall along the border of 
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SATYAM COMPUTER SERVICES LTD. 

Regd. Office; Mayfair Centre, 1-8-303/36, S.P. Road, Secunderabad 500 003. 

Public Issue of 95,40,000 Equity Shares 
of Rs.l0/- each for cash at par. 

- * -- 

* Existing, Front making. Software exporting Company 

* Issue to Hnance cost of setting up Software Technology Park — a 100% EOU for 
Software Development with a dedicated earth station for communication facility. 

* Project appraised by IFCI, Mcan.s of Finance entirely through Equity with participation by 
Mutual Funds. 

* Software exports - a high priority industry with growth recorded at 40% per annujn. 

World market for software export expected to touch US $ 340 Billion p.a. (Rs.8S0,000 
crorcs) by 1996. 

* Easy Liquidity - Listing at Stock Exchanges at Bombay and Hyderabad 

RISKS AS PERCEIVED BY THE MANAGEMENT 


Foreign Ekchtnge nie flucUuUont will •(Tect ihe proHubiltiy the project However there it no major foreign exchange 
outflow to adveaely tflect the coet of the project aa the cost of tmpoited mschirtery u low. Devaluation of the Rupee vis^a- 
via the dollar will increase the revenue ana htmee profits of the project An upward revaluaiiort would however decrease the 
revenues and lower the proflu. 

lire computer industrjf suffers from high lechndogical obsolescence and high turnover of trsined personnel. 'Ihc skills of 
software piDfessionsls tend to get 'dated* and aUo the ivailabkliiy and reienucm of trained picd'exsicmila would be crucial to 
the opentions of the projecL With the conimuous mtioduciion and use of newer software technology, tods and development 
environmtnU aa well aa providing the best compensauon packages to its engmeen, the Company is hopeful that it shall he 
able to boih retain its tnined personnel as well as keep their technological skills up-to-date 

While the software export market is becomi ng extremely competitive with newer countries emerging as exporters, the 
western governments are increaungly restricting access to their markeu through various polictes and regulauons 'ihe 
companies from the developing cmintnes could find entry to these export maiieu tougher and more expensive ) lowevcr 
Btnce the Con^any is already having an existing neiwoik of clients, it is confident of withstanding the competiuon. Also the 
Company is trying to prepare a market entry plan for the Huropcan Market with (he assisuncc of a government funded 
Developing Country Traoe Agency. 

The Company has applied to the Al^HB for sanction of power (3S0 KVA) Any delay in the sancticvi of the connection may 
delay Ihe commuaioning of the project. The Company has however placed orders for 2 numbers of IXi sets (100 KVA each) 
. for meeting the power requircmcnu. 

Ihc Company would be dependent on Videsh Sanchar Nigam Limited (VSNl.) for the operation and mamtcnance of the 
uiellite earth station Further the company would be paying lechnicalNmainienance charges to VSNL for uulusmg the satellite 
data circuit VSNl. has nifficiou eaperuse in mamuinmg and operating the earth tuuoiu hence the Company docs not feel 
that iuch maintenance would come in the way of sausfaciory operation of the earth suuon 'Ihc charges payable to VSNl. 
wtaild be in lemis of the normal commercial practise and is consistent with Uic VSNL would be charging us other customers 
''he Company's project implancnuuon is at a preliminary stage and the Company may be affected by ume and cent over run 



If the Cnpipany does not receive the minimum aubsenpuon of 90% of the issue amount, the entire subscription will be refunded 
to the a^; iicants within 90 days frean the cloaure of this issue If there is a delay in refund of such amount by more than S days, 
after the said penod of 90 days, the company will pay mterest at the rale of 15% per annoin for the delayed period. 
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Lead Managers lo the Issue 

SDl Capital MurkeK Ltd. Industrial Hnaiire 

202, Maker Tower T* (rorpuratioii of India 

CuffcFarade Mcrtliani Hanking Division 

Bombay 400 005 Hank of Haroda Building 

16. Samad Marg. New Delhi 
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Geeta Nagar around August 199i, stopped 
all vehicular traffic through the normal 
access, and threatened to cut off even 
pedestrian traffic once the wall came up. 

The first reaction of the people was to 
rush to the local representatives for whom 
they had repeatedly voted. And, as it often 
happens, they learnt the hard way that 
their ‘representatives’ had bypassed the 
people and sacrificed their interests. It was 
much after the wall began coming up, 
threatening their access, that the people 
of Geeta Nagar realised that their Con- 
gres$(l) MP and Ml A—Murli Deora and 
Marzban Patrawalla, respectively—had 
already negotiated on the issue without 
the knowledge of the people and okayed 
the cutting off the main access if an alter¬ 
native road—thrice the length of the 
ususual route skirting the navy area—was 
provided. 

A letter from S S Dhilion, Commander 
of Naval Barracks, to the collector, ex¬ 
plaining the dumping of rubble for the 
alternative route, the wlnstle. The letter 
says; “It will also be pertinent to mention 
here that in the month of January a high 
level meeting with Murli Deora, MP, and 
Patrawalla, the local MLA and then 
minister for general administration was 
held and it was decided that an alternative 
road should be provided to the residents 
of Geeta Nagar along the northern sea 
front of the naval residential area before 
barring iheir entry from the bus slop on 
Homi Bhaba road!’ 

Subsequently, another Congress 
aspirant loi a corporation ticket, Annie 
Shekhar (now elected corporator), tried 
to convince the residents to accept alter¬ 
native accommodation at Kalwa, beyond 
Thane, more than 50 kms away and out¬ 
side city limits The navy had also opened 
negotiations on this issue qiiieth wiih 
Deora and Patrawalla. Not only did the 
people reject these proposals, but they 
were furious that they had been deliberate¬ 
ly kept in the dark all along. Discreetly, 
and without fuss, the local ‘represen 
tatives’ stopped visiting the basti and all 
intervention from their side regarding 
Geeta Nagar's problems stopped. The 
navy was given clear right of way. 

At this stage, the people decided to in¬ 
tervene directly The old Congress(l) 
‘rahivasi saniiti’ was removed, and a fresh 
action committee elected to represent the 
residents. The new committee challenged 
the navy in the City Civil Court, and an 
ad-interim order staying the constiuction 
of the wall and blocking of the traditional 
access was secured. During the pendency 
of the ad-interim order, the navy lunously 
set to work, and reclaimed a small coastal 
strip, and built a ‘kutcha’ alternative road 
which skirted the mam navy residential 
area. Once the alternative road was pro¬ 


vided. the City Civil Court vacated its suy 
in December 1991 and permitted the navy 
to continue construction of the compound 
wall. 

The right of way or easement rights of 
the residents were cursorily dismissed by 
the court as, even (hough t hey had been 
using the traditional road for a very long 
time, “they have to show they are using 
this road as of right for last 30 years 
without interruption”. Failure to do so and 
the alternative circuitous access having 
been provided was sufficient ground for 
the court to throw out the case. The 
residents went in appeal to the Bombay 
High Court and were subjected to the 
same procc.ss—initially the euphoria of a 
Slay order, and then the frustration of the 
appeal being dismissed. Both the courts, 
particularly the high court, were impress¬ 
ed by the security-of-lhe-country-at-stake 
argument. The ‘patriotism* of the navy 
went to the extent of trying to pass off the 
TIFR as a ‘defenceestablishment', it is lo 
the credit of the TIFR staff that the in¬ 
stitute authorities were persuaded to file 
an affidavit denying this posture of the 
navy, and nearly 40 scientists submitted 
a joint memorandum pleading that Geeta 
Nagar’s access should not be blocked. 

Having lost the court batl le, a desperate 
Geeta Nagar decided to take to the streets 
The residents knew it was not just a matter 
of access. The ‘Berlin Wall’ was only pan 
of the strategy of smoking them out 

Below all the legal verbiage, what were 
the real issues involved. The navy stresses 
two reasons. The reclaimed football field 
over which the traditional access runs, is 
the placement site for a mobile mi.ssile 
system. Thus not only can there be no ac¬ 
cess through this field, but Geeta Nagar 
mu.si ultimately go as it comes in the firing 
line of the missiles Secondly, the tradi¬ 
tional access passes through the navy’s 
residential colony, and the auihoritics are 
worried about the ‘security hazard' Geeta 
Nagar’s residents pose for the sailors’ 
families 

Old Cieeta Nagar hands and ‘navy wat¬ 
chers’ say tt IS the second reason which 
IS principal. The colony is seen to be full 
ot thugs, lumpens and eve-teasers, and 
thus must not only be denied access, but 
ejected s|ieedily as far as possible from 
cantonment limns. The missile-system 
argument is seen as a cosmetic ploy main¬ 
ly made to impress the courts (which it 
did!). The ca'ch is the missile system is 
‘mobile’ and the navy has admitted in 
discussions, that its deployment is likely 
only at the time of hostilities Secondly, 
It IS not Geeta Nagar which is in the Tiring 
line’ as much, as the navy’s own 25-floor 
residential buildings to the north and the 
TIFR complex to the south of the field. 
It is these tall structures which run greater 


risk of being knocked down by a stray 
naval missile, rather than the 10 foot high 
hutments whose roof-tops will be even 
lower than the 12 ft-high now partly con¬ 
structed boundary wall. 

Geeta Nagar residents also point out 
that the alternative road developed by the 
navy not only is not motorable but ns 
total length through navv and army area 
exceeds the length of the current access! 
This does not make sense if the purpose 
was to deny access through navy land. 
Again the catch! The alternative road 
passed through the colony of the lower 
ranks, and civilian staff, while the tradi¬ 
tional access is through areas marked out 
for the colonies of senior officers. More 
important, it is not this access or that. 
Once there is a wall all along Geeta Nagar, 
two access routes are a must. Earlier, 
Geeta Nagar had the sea on one side and 
the open field on the other, with a pencil 
thin road—not motorable—running 
through the middle. Access of firebrigade 
vehicles or emergency evacuations from 
the basti is possible at any point on the 
open field. Once the compound wall 
comes, entry points at both ends of the 
razor thin 1.25 km long Geeta Nagar 
becomes es.se ntial. 

Armed with the court order, the navy got 
to work on the wall-butlding at high speed, 
while the residents launched a last ditch 
.struggle to prevent their access from being 
cut off. Seven women and four men sat on 
indefinite hunger strike from February 4, 
near Mantralaya, the state government 
headquarters The Nivara Hak k Suraksha 
Sainiti—the umbrella housing rights 
organisation which the residents had ap- 
ptoaehed—loughi hard lo reopen the closed 
ca.se of Geeta Nagar. There was no res¬ 
ponse from either the state government or 
the navy to the hunger strike, and in 
desperation, the residents announced the 
colony’s boycott of the February 25 
municipal elections. As a last ditch effort 
to reopen talks, hundreds of residents, 
mostly women, surrounded the building 
housing Murli Deora’s office. The BRCC 
chieftain, thick in the election campaign, 
had no other alternative but face the em¬ 
barrassment of coming down from his 
plush third floor office in Khetan Bhavan 
to meet the mob. The crowd hooted and 
heckled him for his complicity. Talks 
lollowed in his office with a representative 
team The net result- Deora fixed a joint 
meeting with the naval chief in Bombay, 
to find a possible solution In these cir¬ 
cumstances. the hunger strike was called 
off on February 14, after M days. 

The meeting with vice-admiral Johnson 
did not yield much. The navy stuck to its 
guns. Deora, on the one hand, made loud 
noises, but quietly tried to cajole the 
residents’ team to accept the alternative 
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access. The Nivara Hakk presented a 
counter proposal of a walled corridor 
along the TIFR wall which would keep the 
traditional access as well as meet the 
navy’s ‘security hazard’ concern. What the 
meeting did achieve was an assurance that 
till the defence ministry decided on 
NHSS’ counter proposal, the traditional 
access over the navy’s football field would 
not be blocked. 

On March 10 the navy broke its pro¬ 
mise. Backed by five truckloads of State 
Reserve Police, the gaps m the wall, which 
had been left for access into the colony 
were sought to be blocked. But their 
calculations had not taken into account 
the people’s response. The women’s 
brigade moved into action. Hundreds of 
women swarmed onto the football field. 
One contingent squatted around the ac¬ 
cess spots on the wall preventing the 
masons from working. Another group 
surrounded the police trucks. The press 
arrived. Shabana Azmi and others of the 
NHSS egged on the people to continue the 
resistance. By the afternoon, the police 
beat a hasty retreat, while a 24-hour vigil 
at the ‘Berlin Wall’ was begun by scores 
of women squatting in shifts. On March 
22—in commemoration of Bhagat Singh’s 
martyrdom day—again the entire colony 
left their homes to form a nearly two 
kilometre ‘human chain' to mark out the 
path of the traditional access, and took 
the pledge to fight out the issue. 

The navy counter-attacked on March 26, 
with another attempt at resuming the 
wall-building operations. But the human 
wall was there again. Meanwhile, Sharad 
Pawar, union defence minister, intervened, 
and asked the navy to reopen talks and 
cea.se hostilities. The access remained 
open but a March 28 meeting with the 
navy yielded no final result. Thereafter, 
Sharad Pawai convened a meeting in 
Delhi with the top naval brass. As ex¬ 
pected, the navy was not only after the 
blocking of the access, but wanted the end 
of Gecta Nagar itself. The NHSS team in¬ 
sisted on rehabilitation in the current col¬ 
ony site and a twin-access to the colony 
The Delhi meeting adjourned again with¬ 
out a solution but, this time the navy at 
Sharad Pawar's insistence, agreed to come 
out with a fresh draft proposal. The ac¬ 
cess, meanwhile, would not be blocked. 
The most important gain was that the 
navy agreed to talk on Geeta Nagar’s 
future instead of holding the gun to its 
head. 

Meanwhile, though pedcsirain irafru. 
continues, the navy has blocked all 
vehicular movement on the traditional 
Geeta Nagar route. Even vehicles required 
lor emergencies and e.ssenlials have been 
banned. The Geeta Nagar ration shop has 


been closed for the last three months, as 
all attempts to allow the ration vehicles 
through the navy barrier have failed. 
Every morning one can observe the sorry 
sight of women with plastic cannistars 
from Geeta Nagar trying to scrounge 
kerosene near the Navy Nagar ration 
depot off navymen not utilising their full 
quota. Hasina Banu, facing a child deli- 


THE report of Amnesty International on 
India ‘Torture, Rape and Deaths in 
Custody’, has a picture on its cover. It 
reminds one of (he picture of that little 
Vietnamese girl running with flaming 
napalm on her body. It should stir or¬ 
dinary human betngs to tears. But the 
mandarins of New Delhi and their proxy 
writers arc unmoved. 

The report brings out in sharp relief 
that torture, rape and death are mainly 
directed against three sections of the 
society—the poor, the minorities and 
dalits and adivasis. Many of them were ac¬ 
cused of petty crimes related to property. 
Private property being inviolable under 
the legal system, police violence is in¬ 
herently directed against the propertyless. 
The propertyless are disproportionately 
high among the minorities and dalits and 
adivasis. Besides, they have the added 
disadvantage of not belonging to the 
‘main stream’. And they have practically 
no control over the administration and the 
police force. What one caii see through 
this spectrum of torture, rape and death 
IS the domination of the propertied class 
over the rest. 

The report states that “in May 1988, 23 
women from Majhua village, Purnea 
district, were raped by police during a raid 
on the village, reportedly instigated by a 
local contractor as part of an attempt to 
intimidate villagers who had refused to 
work for less than the minimum wages. 
The police were armed and reportedly 
responded to any resistance with violence.” 
Deaths of dalits in police custody are par¬ 
ticularly common in ceitain states, Bihar 
for example. The Sunday Observer in 
January 1988, stated that 16 dalits died 
in Sasaram prison iii Rohtas district, Bihar 


very emergency, almost died as the ambu¬ 
lance was turned back. l\vo dead bodies 
could not be removed for three days, as 
no hearse was allowed past the barrier. As 
daily skirmishes with the navy authorities 
continue Geeta Nagar residents wonder 
whether the next few weeks will see a final 
agreement, courtesy Sharad Pawar, or will 
there be a fresh round of hostilities. 


between November 1983 and January 
1988 “allegedly because of ill-treatment 
and torture—However, dalits die in 
custody throughout India..!’ The report 
goes on to narrate one case which is 
typical of the pattern: “Sekar, a law stu¬ 
dent aged 25, died in the context of a wage 
dispute between landlords, and villagers, 
mainly dalits. The police apparently in¬ 
tervened on the side of the landlords at 
a time when there was already tension bet¬ 
ween landlords and dalits in several 
villages along the border between Thmil 
Nadu and the union territory of Pondi¬ 
cherry. TVo dalit youths, Sekar and 
Kandan were reportedly shot by piolice at 
Panaiyadikuppam in Pondicherry on 
September 2, 1989..!’ But “a first infor¬ 
mation report issued by (he local police 
on the day of the shooting said it had 
taken place at the village of Sorapur in 
lamil Nadu, where police and villagers 
had been attacked. Kandan and Sekar 
were said to have been shot when police 
opened fire to dtsperse the rioters..!’ An 
inquiry was ordered into the incident. But 
the outcome is not known. “In mid-1989 
the press reported that a group of children 
and teenagers had been tortured in north¬ 
west Delhi. The children, all slum- 
dwellers, were detained on June 26, 1989 
on suspicion of theft. The case was 
brought to public attention by two civil 
liberties groups, which reported that II 
children, including two lO-year-old girls 
and a boy aged six, had been illegally de¬ 
tained and tortured throughout the night. 
A girl of 13 had been stripped naked and 
beaten and one 12-year-old boy was given 
electric shocks and beaten with a leather 
belt, another boy was stripped, hung up¬ 
side down from the ceiling and beaten un¬ 
conscious. The children were released the 


Amnesty Report on Custodial Abuses 

P A S«‘ba8tian 

The Amnesty International and other human rights organisations 
are repeatedly accused of not condemning violations of human 
rights committed by private organisations and individuals. The 
argument is legally untenable. If an individual or a group of 
individuals commits a crime what is required is punitive action by 
the state against the guilty. The more pertinent issue is the remedy 
when the state itself commits such crimes. 
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following day after a crowd of 4,000 
people had gathered outside the police 
stationr 

Many of the victims were suspected of 
criminal offences such as burglary, theft, 
robbery, arson or public order offences. 
Several others had been detained for 
trivial reasons such as “moving suspi¬ 
ciously” or travelliiig on trains without 
tickets. The report quotes The Telegraph, 
Calcutta, July 21,19M that “Senior police 
officials admit that it is only the ‘small 
fry* who usually die in police custody...vic¬ 
tims are mainly petty offenders while 
some are innocent”. 

Referring to the minorities, the A1 
report says: “....most allegations of police 
torture, extra-judicial exKuting and 
“disappearances” of members of the 
Muslim community come from Uttar 
Pradesh the state with the largest Muslim 
minority.—about IS per cent of the 
population... After communal rioting in 
Meerut in May 1987 during which the of- 
ftcial death toll was put at 91, over 600 
people were detained in the Hashimpura 
area of Meerut during search operations 
carried out by the PAC. According to 
press reports 32 of them “disappeared” 
and were presumed killed. Aged between 
13 and 65, they were reportedly taken by 
truck to the banks of upper Canga canal 
near Muradnagar by the PAC. Here they 
are believed to have been shot in secret and 
their bodies thrown into the canal. Tvo 
survivors have testified that they were 
taken to the canal by uniformed men 
whom they identified as members of the 
PAC....” This was confirmed in an un¬ 
official judicial enquiry conducted by the 
Indian People’s Human Rights TVibunal 
consisting A C Gupta, a retired judge of 
the Supreme Court, and Jyotirmoy Nag, 
a retired judge of the Calcutta High 
Court. 

By way of criticism of the report the 
government and its apologists said that (a) 
Amnesty did not carry out an investiga¬ 
tion of its own, (b) it did not disclose its 
sources of information, and (c) it did not 
give specific instances of violations ol 
human rights. The first statement is cor¬ 
rect. The AI did not conduct an investiga¬ 
tion of its own because it was not allowed 
to do so by the government of India, m 
spite of repeated entreaties by the organi¬ 
sation. The iattei two reasons are fal.se. 
The sources of the AI are (I) .several of 
the civil liberties and democratic rights 
organisations in India, (2) newspaper 
reports, and (3) the cases filed in various 
Indian law courts. The organisations and 
their reports have been specifically named, 
the newspaper reports have been quoted 
and the court cases have been etted. The 
report deals with 415 cases. All the cases 
with the names of victims are given in an 


appendix. If the government had an iota 
of honesty, it could have conucted the 
organisations, the newspapers and the 
courts and obtained all the information 
necessary. 

But what is the normal response of the 
government to such allegations. don’t 
torture anybody. 1 can be categorical 
about that. Whenever we had complaints 
of torture, we’ve had it checked and we’ve 
not found it to be true”, said Rajiv Gandhi 
in January 1988. Contrast this with what 
chief justice R S Pathak of the Supreme 
Court of India said in 1988: “We are 
gravely concerned at the increasing 
number of deaths which are reported of 
persons detained in police lock-ups.” As 
the report emphasises, “a major cause of 
the persistence of widespread torture in 
India is the failure or unwillingness of 
leading gewemment officials and represen¬ 
tatives to acknowledge that torture even 
exists, let alone that it needs to be 
vigorously tackled. The government main¬ 
tains this position despite the fact that 
judges, journalists, expert commentators, 
police officers themselves and official 
commissions have attested to its wide¬ 
spread occurrence. In response to the 33 
specific allegations of torture and deaths 
in custody raised by the United Nations 
(UN) special rapporteur on torture bet¬ 
ween 1988 and the end of 1990, the Indian 
government either denied them—saying 
they were “concocted”—provided the 
police version of events, said the allega¬ 
tions were “under investigation” or failed 
to give any response even when the allega¬ 
tions had been confirmed in court!’ 

hven though the government often 
touts the claim that the judiciary stands 
guard on human rights in India, its 
behaviour in the courts suggests double¬ 
speak and double think. In the case of a 
student, P Rajan, who was tortured to 
death in 1976 the government took no less 
than 14 years to concede that he had died 
in custody. Archana Guha, a school 
teacher who was paralysed after torture 
in 1974, has been fighting through the 
courts—since 1977 to bring her torturers 
to justice, so far without success The 
government used every stratagem at its 
disposal to defeat hei case. Legal safe 
guards arc wantonly Unuted. The accused 
are nu4 often produced in the courts 
Within 24 hours, magisterial inquiries are 
rarely ordered into deaths in police lock¬ 
ups, the doctors collude with the police 
and make a mockery of post-mortem. 

The AI and other human rights organi¬ 
sations are repeatedly accused of not con¬ 
demning the violations of human rights 
committed by private organisations and 
individuals The argument is legally 
untenable. If an individual or a group of 
individuals commits a crime what is re¬ 


quired is not a statement of condemnation 
Imt punitive action by the state against the 
guilty. The question is what the remedy 
is if the state itself commits crimes. The 
government must know that international 
human rights documents such as the 
universal declaration of human rights, two 
covenants, the optional protocol and 
other instruments lay down the obliga¬ 
tions of the states-parties (o adhere to cer¬ 
tain human rights standards. The govern¬ 
ment of India has acceded to these docu¬ 
ments. The Indian Constitution also deals 
with the justifiable duties of the state to 
uphold human rights. The modern bour¬ 
geois states are based on the concept of 
rule of law and not on the whims and fan¬ 
cies of individuals. If they the violate 
human rights in response to the violations 
committed by their citizens, then the 
states-parties lose the aura of legal 
legitimacy which they are provided with 
and they reduce themselves to the status 
of terrorist organi.sations 
The rulers often equate themselves with 
the state and conveniently call thdr critics 
enemies of the state. A common refrain 
in government criticism is that such 
reports defame India abroad. The govern¬ 
ment does not say that these reports will 
expose it before its own citizens probably 
because it knows that it is anyway naked 
before them. Pray, what is India? Is there 
an entity called India which exists inde¬ 
pendent of the people who inhabit the 
geographical entity called India? The very 
concept is iascist and anti-people. A 
government that tortures, rapes and kills 
Its own people must not be allowed to re¬ 
main in power 
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Patenting of Life Forms: What It 
Implies 

Suman Sahai 

If India were to accept a patent regime for life forms it would 
mean handing over control over the development, availability and 
distribution of scQds, fertilisers and pesticides to multinational 
corporations which have already carved out a niche in 
biotechnology. 


IN two interrejated moves, the US is at¬ 
tempting to impose on India a patent 
regime that,is not allowed under Indian 
law. The‘first is the demand made in 
Clause 3(b) of section 5 of the Dunkel 
Draft text, relating to patents, in which 
patent protection is demanded for plant 
varieties. The second is the US Trade Act 
‘Special 301’ under which the Americans 
are threatening us with trade sanctions, if 
we fail to accept the kind of intellectual 
property protection demanded by them, 
notably the patenting of living organisms 
as allowed under American, but not 
Indian law. 

The United States of America is one of 
the very few countries in the world whose 
laws allow the patenting of living 
organisms. This means that a dog or cow, 
a bug or plant can be patented by a person 
or company who then acquires absolute 
ownership over that living creature. 
American law did not allow the patenting 
of life forms until 1980. Then with its eye 
fixed on the megabuck field of biotechno¬ 
logy, and the lucrative seed business, the 
Amencans, in keeping with their policy of 
global hegemony, began to take steps to 
ensure they could monopolise these two 
profitable sectors. In 1980 American 
courts allowed patenting of micro 
organisms, in 1985, patent protection was 
granted to a plant and in 1988 to a mouse. 
In this last ruling, patenting was sanction¬ 
ed for all kinds of living creatures in¬ 
cluding livestock and pets. 

Biotechnology, which is decidedly the 
technology of tomorrow, with applica¬ 
tions in areas as diverse as food, vaccine, 
drugs, energy, and mining, employs pro 
duction processes based on living 
organisms like bacteria. Plant vaneties are, 
of course, living forms Therefore, by ac¬ 
quiring patent rights on living organisms, 
American companies could expect to 
monopolise these fields. 

All kinds of people are distressed at this 
development of patenting living 
organisms, which in addition to economic, 
social and political aspects, also has ob¬ 
vious ethical overtones. There is firstly, a 
strong objection to granting monopoly 
control over vital sectors like food and 


medicines, whose production is linked to 
living organisms, to patent holding com¬ 
panies. Others find the idea of ownership 
of life leprehensible and in conflict with 
religious belief 

So long as these developments remain¬ 
ed confined to the United States, it would 
be nobody’s business but that ol the 
Americans Thai unfortunately is not ihe 
case. Because of a self-inflicted 
vulnerability caused by overspending since 
the 80s, and a thoroughly loaded 
multilateral trading system enshrined in 
CiATT, the Indians are m danger ol being 
overrun by American laws 

The two nu'si damaging conditions 
being demanded within GATT arc the 
changing of oui patent laws and untei 
tered access to our markets Accepting 
American patent laws will mean that 
patenting of living organisms will become 
operative m India This will in effect 
amount to the patenting of the field of 
biotechnology The consequences will be 
deva.stattiig lor the Indian consumer and 
the Indian scientist, but most ol all lot 
the Indian farmer 

, In agriculture, the three mam inputs 
besides land and water arc seed, fertiliser 
and pesticide. With the granting of patents 
for life forms, all three inputs become 
patentable, and combined with free 
market access, suhiecl to lorcign monopo¬ 
ly control I his as we shall see is because 
the new range ol bioferiiliscrs and 
biopesticides and ol course seeds, are all 
living organisms 

Taking seeds first, once patenting of 
plant varieties is allowed, and the Indian 
market has been opened, genetically 
engineered saneties of food and cash 
crops owned by multinational biotechno¬ 
logy companies will be sold in India. 
Quite apari Irom the fact that the claim 
to patenting plant varieties amounts to the 
blatant theft of the genetic resources of 
the third world, the aggressive marketing 
strategy and enormous financial stamina 
of multinationals should leave no one in 
any doubt that they will be well-placed to 
acquire monopoly control and the clout 
to dictate prices. The Indian farmer who 
will be buying the expensive seed of a 


patented variety will find himself in Ae 
unenviable position of having to buy fresh 
seed for every crop. This is because 
tection is being demanded for successive 
generations of the protected variety, that 
IS also its seed. The farmer will therefore 
not be allowed to save seed out of his own 
harvest to sow his next crop. 

This IS an unprecedented step. So far, 
in those yountries of the world (India is 
not one of them) that have some form of 
intellectual propierty protection for plant 
varieties, like Plant Breeders Rights 
(PBRs), two important exemptions have 
always been granted One is the breeders’ 
exemption which allows scientists and 
plant breeders to use protected varieties 
for further breeding work without paying 
royalty This was done to ensure that the 
socially useful aciiviiy pf breeding new, 
improved varieties continued unhindered. 
The other is the farmers’ exemption which 
gave the farmer the tight to save seed for 
his personal use from his harvest. This is 
in acknowledgenicnt of the contribution 


ol the farming LOinmunilv to the develop¬ 
ment and maintenance ol agriculturai 
stocks The kind of iron-clad protection 
that IS being dennindcd now dees away 
with both exemptions and offers exclusive 
ownership similai lo that offered by 
industiial paicnis 


IlKllllSIKS CM) Pi SltClDhS 

Regarding the othei two agricultural 
inputs, fertiliseis and pesticides, strong 
lobbying bs cn\iionmentalisis is forcing 
agriculture lo niose awav from chemical 
use Inlern.itional pressure is almost cer¬ 
tainly gr'ing to force the phasing out of 
agro-cheiiiKals as soon as adequate bio- 
substiiuies become more prevalent In 
place of polluting agro-chemicals, benign 
biological sLihsiiiuics like biofcrtilisers and 
biopesticides are being developed using 
living organisms like bacter: ., fungi and 
algae. Although further work is required 
to standardise their use, it is now possible 
to feed the majoi soil macro nutrients, 
nitrogen, phosphorus and potassium, via 
biofertilLsers 

There are three gioups of soil micro 
organisms that can enhance the nutrient 
uptake of plants, chiefly nitrogen. These 
arc nitrogen fixing micro organisms, 
mycorrhizal fungi and plant growth pro¬ 
moting rlfi/obacteria. In modern agricul¬ 
ture, nitrogen replenishment in the soil is 
done through chemical fertilisers, which 
are produced by taking nitrogen from the 
atmosphere. Plants cannot use nitrogen 
from the atmosphere directly but certain 
forms of bacteria and blue-green algae 
can fix the nitrogen presents in air and 
convert it into a form that plant can use. 
Nitrogen fixing bacteria like rhizobia help 
plants by entering into a symbiotic rela- 
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tionship with them; the bacterie receive 
some products of the plant’s photosyn¬ 
thesis’ i\nd in return, donate ammonia, 
which the plant uses to synthesise its pro¬ 
teins. These bacterial strains have been 
used with great success in the cultivation 
of rice, maize, millets and wheat. Apart 
from rhizobia, blue-green algae also fix 
nitrogen and can form symbiotic relation¬ 
ships with a kind of water fern called 
Azolla, which has been shown to be suc¬ 
cessful in increasing yields in a variety of 
crops notably rice. We see, therefore, that 
effective techniques of biological nitrogen 
fixation provide a successful alternative to 
costly and polluting nitrogen fertilisers. 

Yet another kind of bio fertilisers is a 
group of fungi, called mycorrhiza which 
like rhizobia, enter into symbiotic assoaa- 
tions with the roots of trees and shrubs 
and certain crops species like wheat, 
sorghum, cassava, soyabean, tea and cof¬ 
fee. They therefore havea nutntional utili¬ 
ty in fruit orchards as well as field crops. 
Mycorrhiza function as nutrient enhan¬ 
cers by increasing the rate of uptake of 
nutrients, particularly phosphorus and 
nitrogen. They are also known to solubi- 
li.se iron phosphate in low fertility soils, 
thus making them available for plants. In 
addition they can mobilise other nutrients 
like copper and zinc in the soil. 

Apart from the bio-substitutes develop¬ 
ed /or nitrogen, alternative phosphate 
delivery systems mediated through micro¬ 
bes are also being developed to replace 
chemical phosphates. Bacillus megate- 
rium, a special kind of bacteria increases 
the phosphate status in the soil, minimis¬ 
ing or doing away with the need for 
chemical phosphates. In addition to 
phosphates, poucssium can be enriched in 
the soil by a simple and effective method 
using natural gas. 

The methane contained in natural gas 
can function as an environmentally .sound 
natural feitiliser. When injected into the 
soil. It decomposes to carbon dioxide and 
water, releasing heat at the same time The 
higher temperature and presence of extra 
carbon dioxide increases the activity of 
certain kinds of soil baaeria which release 
enhanced amounts of phosphorus and 
potassium, as well as calcium and magne¬ 
sium into the soil, thus enriching it. 

IxMking at the biopesticide front, there 
is mounting pressure to shift from the 
toxic chemicals in use today, which not 
only pollute t he environment but are also 
a health hazard for users, towards biolo¬ 
gical methods and nature control. A 
whole range of insects ami worms have 
traditionally been pressed into service to 
fight pests that attack commercially im¬ 
portant crops and these are being redis¬ 
covered. For example, there is a kind of 
lady bird beetle that feeds on bugs attack¬ 


ing crops as diverse as mustard and cauli¬ 
flower, whereas another kind of worm 
eats iq) the larva of insects atucking the 
cowpea thus protecting the crop. 

In addition to insects and worms, cer¬ 
tain micro organisms function as natural 
pesticides, fungicides, bactericides and 
herbicides. Over 100 kinds of bacteria, 
virus and fungi are known that attack iq- 
sects. Insect viruses have been used success¬ 
fully in the control of cotton bollworm, 
pine caterpillars and the sawfly that 
damages spruce trees. A strain of fungus 
belonging to the group called collectro- 
trichum is an efficient herbicide for weeds 
associated with rice and soyabean. 
Another fungus, trichoderma is used as 
an inoculant in the control of plant 
diseases caused by root pathogens. This 
has been tried successfully in several 
species of trees and is being commercial¬ 
ly used in elm. Another category of micro 
organisms,, rhizobacteria that promote 
plan' growth are useful agents of biolo¬ 
gical pest control because they produce 
toxic compounds like antibiotics. The 
most promising and widely used bacteria 
in crop pest control remains bacillus thur- 
ingensis which kills insects by producing 
a toxin which is .selective, safe and 
biodegradable. Another promising bacteria 
being standardised for pest control is 
bacillus papillae, found to be particular¬ 
ly effective against beetles. 

In addition to naturally occurring micro 
organisms, genetically engineered insect 
pathogens are being tried out as biological 
agents of pest control. Scientists are 
transferring toxin producing genes from 
mites and scorpions into insect specific 
virus like baculovirus. Such transformed 
virus can kill insect pests speafically when 
sprayed on plants. 

A .somewhat controversial approach to 
biopesticides is to engineer toxin produc¬ 
ing genes into the crop plant itself This 
IS being tried with the toxin producing 
gene of bacillus thuriqgensis. In this way 
the plant produces its own pesticide to at¬ 
tack its pests. Although environmentalists 
protest that putting pesticides inside a 
plant is as bad if not worse than spraying 
it on top, proponents of this approach 
argue that it reduces the amount of pesti¬ 
cide required for plant protection. Bio- 
pesticidcs, tike biofertilisers are based on 
living organisms. Bacteria and virus that, 
attack crop pest.s, the microbes that lix 
nitrogen from the air, bacillus megaterim 
that increases phosphate in the soil, 
rhizobia and mycorrhiza that feed soil 
nutrients, bacillu'^ thuringensis or the 
baculovirus that can destroy pests speci¬ 
fically, arc all living organisms and accor¬ 
ding to American law, patentable. 

If India were to toe the GATT line and 
accept patenting of life forms, it would 


mean handing over control of seed, ferti¬ 
liser and pesticide to multinational cor¬ 
porations possessing a lead in biotechno¬ 
logy and the enormous capiul to invest 
in applied agricultural research. If this 
should happen, the cost of seed, fertiliser 
and pesticide would rise so high, that the 
small farmers would not be able to buy 
these inputs. Agriculture, the livelihood of 
three-quarters of our people would be 
turned into a capital intensive industry. 
Unable to till their land because agricul¬ 
ture would have become so expensive, 
small and marginal farmers would have 
no choice but to sell their land, thus being 
reduced to landless labour. The unprece¬ 
dented immiserisation that this would 
cause would deal a very serious blow to 
the Indian economy. 

It should be abundantly* clear that we 
cannot accept the patenting of living 
organisms. The government in the interest 
of the country must iasist on taking 
intellectual property out of GATT and 
renegotiate the provisions on patenting 
contained in the Dunkel Draft, securing 
safeguards in key sectors like food and 
medicine. 

The French prime ministerial envoy was 
in the capital recently, seeking India’s sup¬ 
port in opposing the agriculture package 
contained in the Dunkel text. In return for 
this support which India should give, it 
should seek European Community support 
to forge a stand against enforcing the 
patenting of living organisms. Although 
assailed by multinational.s, the Europeans 
do not as yet allow patenting of living 
organisms. India should also talk to 
Canada to reactivate a proposal made by 
them just a few months ago, in which the 
Canadians had asked to take Tfade 
Related Intellectual Propeny (TRIPs) out 
of the GATT negotiations and continue 
lo discus.s It in a separate ‘TRIPs Com- 
mi.ssioir. This proposal had received 
enthusiastic support from the European 
Community at the time. 
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iJemocracy or One Party State? 
Reflections on the UK Election, 1992 

Ankii' Hoopvell 

It is a cherished British myth that democracy is one of the finest 
things they gave to the world. When are the British going to learn 
that their particular brand of democracy—based on ‘first-past-the- 
post' in each of the 651 constituencies—is no democracy at all, 
but a recipe for a one party state? 


FOR the fourth time running the British 
Conservative Party has sailed into elec¬ 
toral victory with 43 per cent of the 
national vote, on a 77 per cent turnout at 
the ballot box. Once again about two- 
thirds of the British people will bow to the 
expressed wish of one-third of their com¬ 
patriots and suffer five years of Tory rule. 
The British people have always been very 
proud of their democracy. Indeed, it is a 
cherished national myth that democracy 
is one of the finest things they gave to the 
world! When are the British going to learn 
that their particular brand of democracy 
(a system ba.sed on Tirst-past-ihe-posi’ in 
each of 651 constituencies) is no demo¬ 
cracy at all, but under conditions of the 
late 20th century has become a recipe for 
a one party state? 

The Tory victory came during the worst 
recession for over 60 years, and after 13 
years of gross mismanagement of the 
economy. Manufacturing output is just 
below where it was 13 years ago, GDP 
over the period has grown by a pathetic 
1.5 per cent per annum, unemployment 
has risen from I I million to over 2.6 
million, income inequalities have widen¬ 
ed. The number of people on Income 
Support (the government’s own official 
poverty line) have nearly doubled from 
just undei 7 million in 1979 to over 12 
million today As consumer debt has 
galloped to I3t) per cent of GDP, so 
bankruptcies and hou.se repos.sessions 
have soared to record levels. The national 
health system is in tatters, infrastructure 
for education a national scandal, and 
poverty related crime has turned the 
streets of the inner cities into no go aieas 

And the people knoss n and they do not 
like it! A string of opinion polls before 
and during the election campaign lesnricd 
to the centrality of I^abour's key election 
issues (on health and unemployment (oi 
example) in the electorate’s stated voting 
intentions, whilst the Liberal Democrat’s 
plans to put a penny on everybody’s tax 
to pay for better education received the 
warmest welcome of all; an amazing 74 
per cent of the electorate thought this was 
a very good idea and said they would like 


to pay for it! Labour’s tax plans (a lower¬ 
ing of the existing 40 per cent top rale to 
incomes of over 1 22,500 and a new super 
top rate of .50 per cent for those on over 
£ 40,000) admittedly had people worried. 
Not at first, but increasingly so as the 
campaign wore one and the relentless Tory 
and media assault on this issue began to 
divert the electorate’s concern away from 
collective solidarity to private angil On 
the other hand there is no doubt what¬ 
soever that the Lory’s promise of year on 
year tax cuts left the electorate stone cold 
Not surprisingly therefore, such was the 
national mood of reviving collective con¬ 
cern and solidarity, that right up till pol¬ 
ling day all opinion polls consistently 
showed eithei I.abour just ahead or level 
pegged with the Conservatives at between 
38-40 per cent of the vote, while the 
Liberal Democrats were making exciting 
gains up to as much as 21 per cent This 
would have amounted to a 7-9 per cent 
swing to labour, not enough to sweep the 
stakes but close enough to deprive the 
lories of an overall majority of scats and 
to ensure a hung parliament. A couple of 
polls taken one week before the election 
even put Labour at 43 per cent, thiee 
points ahead of the Tories. At a mass rally 
in Sheffield that very same day, the 
labour Campaign celebrated their victory 
in an exhilarating, breathless counting of 
unhatched chickens 

And even on election night itself, one 
exit poll among 14,000 people in 100 
marginals lull) confirmed the prc-cl«ction 
opinioji probes. It predicted a hung parlia¬ 
ment with the Conservatives with 301 
scats a mere three seals ahead of Labour 
(298) and the 1 iberals with 24 scats run 
ning up strong enough to hold the balance 
ol power and force through their main de 
mand for electoral reform. Other exit polls 
were in line with these predictions 
Then a remaikable p.sephologicai 
phenomenon struck, the count showed 
that in the piivacy of the polling booth 
many people had actually voted different 
from what they previously had intended 
to do, and indeed different even from 
what—in the exit poll—they had said they 


had done. For. the Conservatives won with 
336 seats an overall majority of 2LKats1 
(see Ihble 1). 

Exit polls are‘pretty straightforsvard af¬ 
fairs: as they come out of the polling sta¬ 
tion people arc asked who it is that they 
voted for. The methodology of sampling 
techniques and statistical extrapolation 
are, after 40 years of experience, suffi¬ 
ciently robust for reputable firms like 
Gallup and Harris not to make errors of 
reliability. There is no need for (he Society 
for Market Research to climb on its high 
horse as it did the morning after, and an¬ 
nounce an enquiry as to why the polling 
firms got it wrong. The answer is quite 
simple: people didn’t tell the truth, or 
refu.sed to tell, and as it happened Con¬ 
servative voters were over represented in 
this category. 

But this IS a terrible indictment of 
democracy. Who ate these people afraid 
of? Surely not the opinion pollsters? 
What are they ashamed of? Sadly, they arc 
ashamed of themselves! Tories they arc 
but not proud of it! Such is the chasm bet¬ 
ween the social solidarity of the po.si-war 
welfare state which we grew up with and 
the private greed fostered and legitimated 
by the Thatcher years that it sows discord 
and torment in the democratic soul. The 
prc-eleclion polls were quite correct in 
detecting in the electorate a disenchant¬ 
ment with the Conservative government, 
a deep concern over social issues and a 
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Table I: 1992 Elei tion— UK Voting Fioubes 


Voles 

Percentage of 
Vote 

Seats 

Change from 
1987 Percentage 

Change from 
1987 Seats 

Con 14231884 

43 

336 

0 

-34 

Lab 11619306 

35 

271 

-r4 

■1 39 

L/D 608.3661 

18 

20 

5 

- 2 

Olh 1210223 

4 

24 



Tot 331450'M 

100 

651 




Note- Percentages rounded. 

Source: The Independent, Saturday, April 11, 1992, 


Tabu 2: Conservative Vote andoi Slats 
IN the RrtiiONS 

{Per cent) 



Per¬ 
centage 
of Vole 

Per¬ 
centage 
of Seats 

Abs 

Number 
of Seats 

Scotland 

25 

16 

II 

North 

33 

17 

6 

North-West 

38 

• 37 

27 

Yorkshire and 
Humberside 

38 

37 

20 

W Midlands 

49 

50 

29 

E Midlands 

47 

67 

28 

Wales 

29 

16 

6 

E Anglia 

51 

85 

15 

S-Easi 

54 

97 

106 

Greater 

Ixmdon 

45 

57 

48 

S-Wesi 

48 

79 

38 

N Ireland 

6 

0 

0 


Source' The Independent, Saturday, April II, 
1992 


longing for redisinbuttve justice. Those 
feelings, and (he resulting Labour or 
Liberal Democrat voting intentipns were 
shared by many Tory supporters who were 
about to make a break and go for a 
change. But inside the ballot box wallet 
*me-ism’ re-asserted itself, giving the Con¬ 
servatives the very same 43 per cent of ihe 
vote they have had throughout the 
previous three elections 
This inner personal conflict reflects 
deep structural changes in British 
economy and society. Labour’s class base 
has been eroding over a long period and 
with it has gone its dependable traditional 
share of the vote. In the last four elections 
this share was respectively 36.9, 27.6, 30.8 
and 35 f)er cent. Winning over non tradi¬ 
tional voters to its side means it has to ap¬ 
peal not to people’s interest s but to higher 
ideals of compassion, collective solidarity 
and a sense of national community. But 
the internationalisation of the British 
economy puts paid to (hat. The nation is 
geographically and ideologically split; as 
Table 2 shows, the Tories have an un¬ 
breakable hold in the constituencies of the 
south which owing to its thriving financial 
services sector is deeply embedded in the 
international economy and basks in the 
sun of deregulation, liberalisation and 


privatisation, all compliments of the 
Tories. There is not a lot that these people 
can hope to gain, in the short or long 
term, from a transfer of public funds to 
regenerate the inner city slums in the north 
or to re-vitalise the industrial base there 
which has been hammered under the com¬ 
bined blows of international competition 
and government neglect. This is the nub; 
the structural links within the domestic 
economy have been broken. And with it 
has gone the rationale for a social pact. 

The idiosyncratic British electoral 
system has now log-jammed the polity 
into one party state in perpetuity. 
Demographic changes reflected in suc¬ 
cessive coastituency boundary changes 

Australia Moving 

M G G Pillai 


THt controversy in Australia on whether 
Britain did or did not intend to help 
Australia against Japan during the second 
world war, ignores a mure fundamental 
development which the prime minister. 
Kenneth Keating, articulated; whether 
Australia ought to break away Irom (he 
coat-tails of her mother country, Britain, 
and replace the Queen as head of state 
with a presidency. But the republican sen¬ 
timent during Queen Elizabeth ll’s recent 
visit to Australia evoked an opposition 
that would first have to be mollified 
before Australia becomes a republic. 

The British shock at Keating’s inten¬ 
tions, especially seen in its press overreac- 
tion. Ignores that it was London which 
first distanced it.self from Canberra and 
rhe Commonwealth of Nations three 
decades ago to join the European Com¬ 
munity. The umbilical cord between the 
United Kingdom and (he members of (he 
Commonwealth, especially the four domi¬ 
nion states of Canada, South Africa, 
Australia and New Zealand, are frayed as 
they loosened ties with Britain. 


have tended to consolidate the gains for 
the Conservatives; as the upwardly mobile 
have moved out of the inner city Labour 
strongholds of the north into Tory ter¬ 
ritory in the south, so have seats been 
liquidated in the north and new ones been 
created in the south. The next decennial 
Review of the Boundary Commission in 
1994 is widely expected to yield between 
12-20 more such ‘safe’ Conservative seats. 
This will make it completely impossible 
ever to remove the Tories from office 
under the present electoral rules. 

In other European countries, the 
solidarities of territory have waxed as the 
solidarities of class has waned. Broad- 
based progressive coalilton parties have 
succeeded in salvaging some form of 
social agenda and national public integrity 
from the privatising monetarist whirlwind 
that blows through the world economic 
system. If the British people want to do 
the same there is only one way forward; 
an electoral pact between the Liberal 
Democrat and the Labour Party, if not 
nationally, at a minimum in marginal con¬ 
stituencies. At the next election the first 
priority must be to get the Tories out and 
proportional representatron in! 

South-East 


Indeed, should Australia become a 
republic, as she seems to want to, only 
New Zealand would be linked to London 
as the Statute of Westminster envisaged 
in 1931. Britain went its own way 20-years 
ago. Ignoring its interests and obligations 
within and to the Commonwealth, to 
pitch its future to Europe, downgrading 
or make irrelevant every other linkage. But 
Australia and, to a lesser extent, Ne',v 
Zealand, clung to a doubtful, dubious 
hope of being appendages to any arrange¬ 
ment London made with the European 
Community. 

That was not to be; indeed could not 
be. But Australia did not, or did not want 
to, realise it. It sacrificed its ties with 
south-east Asia, its nearest neighbour, 
while its leaders concentrated on streng¬ 
thening a presumed closer relationship 
with Britain and Europe. New Zealand, 
however pragmatically formed links with 
the region as well so that Wellington’s ad¬ 
vantage over Canberra in south-east Asia 
IS obvious enough. Even Keating spent 
more time in Europe than he did in south- 


The Australian prime minister’s recent moves to distance the 
country from Britain and move closer to south-east Asia has 
opened up an old debate. 
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east Asia as treasurer in the Labour 
government. 

But the issue is clouded, in both 
Australia and London, over whether the 
wartime Britain prime minister, Winston 
Churchill, did or did not intend to send 
sufTicient military forces to prevent the fall 
of Singapore and to defend Australia from 
a Japanese attack. That is irrelevant now. 
But those Australians and British who 
fought in the war view their role through 
the kaleidoscopic trauma of shared ex¬ 
periences of war and hardship on the bat¬ 
tlefields and in the prison camps. 

Most of them are now in their 60s and 
7Qs, still believing in the 'unbreakable' link 
between Canberra and London. This 
mystic sclf-fuiniiing, irrelevant prophecy 
of presumed invincibility is so ingrained 
that politicians in either capital would not 
dare dislodge it. Until now. But this link 
has disappeared, in practice, during the 
past 30 years. When Britain tightened 
her immigration laws to exclude even 
Australians and New Zealanders, Australia 
retaliated to insist that British citizens in 
the country become citizens to be eligible 
for benefits. 

The expected furore, in London and 
Canberra, does not diminish the presump¬ 
tion that the average Australian or Briton 
cared not a whit about the disappearing 
links. In any case, Australian migration 
patterns have shifted dramatically from 
the earlier 9S per cent of migrants com¬ 
ing from the United Kingdom and Eire to 
the present 61 per cent from outside 
Europe, especially Asia, to whom the ‘Old 
Country' is not the British Isles. 

Keating’s next move—to pitch Australia 
firmly into the south-east Asian or. at 
least, Asian terra firma—is more difficult 
and problematic Australia continues to 
move into south-east Asia with the fines.se 
of a rogue elephant, harping on her 
presumed cultural, political and economic 
superiority, to suggest that by linking with 
the regipn, she does the region a favour. 

But the break with Britain forces a 
change in Australian thinking. For long, 
it could not decide if it was the frontline 
Caucasian outpost of western civilisation 
amidst infidel natives, or part of the 
region. Keating made that decision for 
Canberra. The immediate policy changes 
would be dramatic and traumatic, especi¬ 
ally since pohticians in power and civil ser¬ 
vants would have to go against the grain 
to place more importance on Asia and 
south-east Asia than on London and 
Europe South-east Asian officials wonder 
if Canberra could change quickly enough. 
The form of Australia’s relationship with 
Britain would break whenshe becomes a 
republic, but would the substance change? 
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Turmeric Land 

Women’s Property Rights in Tamil Society since Early 

Medieval Times 

Kanakalatha IVfukund 

Contrary to the general notion that women had no property rights in Hindu society until the enactment of 
the Hindu Women’s Succession Act in 1956, we find that in ancient law and modern legal history, women’s pro¬ 
perty rights have been accepted. In Tamil society in particular, we can trace a long history of women owning, 
controlling and disposing of personal property, while in more recent times, there is a distinctive tradition of land 
passing from mother to daughter in a female line of descent. The evidence suggests that there is scope for much 
more intensive research to establish the intra-cultural variations and regional patterns. 


AS with many questions relating to the 
status of women in Indian (and specifically 
Hindu) society, the simple question, “what 
rights did women have to property?” 
becomes an extremely complex one with no 
uniform answers which are valid for all 
regions, castes or classes. To begin with, 
there is no unanimity on this question even 
among the various ‘smritis’ and texts of 
jurisprudence. That there should be a con¬ 
siderable variance between theory and 
customary practice-is understandable Wl^t 
is difficult to reconcile is the general percep¬ 
tion that women have no property rights in 
Hindu society, even though there have been 
several legal cases about women's property 
rights and the ‘stridhan* which even went up 
to the Privy Council.' This paper is an at¬ 
tempt to examine the issue of women’s pro¬ 
perty rights in the specific regional culture 
of Thmil society. Inscriptional evidence and 
other souaes allow us to trace some aspects 
of how women have controlled and used 
property since early medieval tknes. In spite 
of large gaps in data, this evidence can be 
related to usage in recent times. Accordingly, 
we can try to capture even though imperfect¬ 
ly the arrangements which were in vogue 
prior to the Hindu Act of Succession, 1936. 
lb understand the nature of rights in land 
or other property, we need to examine both 
customary and legal rights, the extent of 
direct control, and the power of alienation. 
Not surprisingly, what comes across is that, 
in spite of some general, common features 
there is endless variation in customs and 
practices. 

Thus, what this preliminary inve.stigatior. 
reveals is that the diversity of women's pro¬ 
perly rights across region s/sub-regions/ 
castes/classes/families can be dealt with only 
through a senes of micro-studies. What I 
have tried to do is to point to the diversities 
and hazard some tentative hypotheses which 
may instigate other scholars to explore these 
challenging untrodden paths. 

Whm Is WOMIN S PKOI'IKIV’ 

in the ancient smritis and ‘dhariiia sastras' 
(for the most part dating back to 2(K) 
BC—400 AD), which were the first syste¬ 
matic treatment of Hindu law. the question 
of property rights and inheritance formed 
one of the important aspects of civil law, 
with the more controversial question of 
women’s rights also being discussed.^ Even 


the Manusmriti recognised women’s proper¬ 
ty or stridhan, and the right of unmarried 
daughters to a share of the father’s property. 
Yajnavalkya. Katyayana and Narada were 
the important jurists who, though by no 
means unanimous in their views, further 
developed and defined women’s properly 
rights. To condense their views in the 
simplest form, women could acquire proper¬ 
ty in four principal ways; (i) what was given 
to them at the time of marriage (‘adhyagm’); 
(ii) gifts given after marriage, either by the 
parents, husband or husband’s family, 
‘through affection’-—often referred to as 
‘saudayika’, ‘pritidana’ or ‘pritidatta’; (iii) 
through inheritance, and (iv) by working 

The earliest recognised form of women’s 
property wtis ‘stridhan’ or what was given 
to the bride at the time of marriage. There 
seems to be a sound basis to believe that this 
stridhan was originally part of the bride- 
price or ‘kanyasulka’ paid by the bride¬ 
groom, a pan of which was passed on to the 
bride by her parents. The ready acceptance 
of this without reservation as the property 
of the woman also derived from the general 
disfavour in which the practice of kanya¬ 
sulka came to be held (so that, by excluding 
the husband from the right to this proper¬ 
ty. the habit could be discouraged). Other 
gifts which were given on the occasion oi 
a wedding were also denoted as stridhan, 
mainly because they tended to be small in 
value. 

Saudayika was also included in stridhan. 
This specific allusion to a Rift is in itself an 
indication that a woman had no automatic 
right to this wealth, as an inheritance right. 
There was also a further rider that if any im¬ 
movable property had been gifted by the 
husband, the wife had only limited, at best 
usufruct, rights in that property Stridhan. 
on the other hand, was the absolute property 
ol the woman and it is a matter ol interest 
that husbands were forbidden to use or sell 
the stridhan. except in times ol dive need, 

I he earnings ol a woman were universally 
stated to belong to the lamily and could not 
be considered stridhan In this context it is 
iniert-siing to note that in present day larnil 
N,tdu, III common perception, the ontv class 
of women who were thought to have pro- 
pens rights were the ‘devadasis” These 
women and their immediate km usually con¬ 
stituted selt-sUpporliiig, tcmalc-headed 
householdsxshose properly (in legal langu¬ 
age) was acquired by “self-exertion and 
mechanical arts’’. Courtesans (‘ganikas’). of 


course, were certainly prominent on the 
social scene even in ancient times, but the 
debates on women’s property rights seem to 
have been located only within the patriar¬ 
chal system. 

The really thorny issue in women’s pro¬ 
perty rights was the question of inheritance 
rights to family property—of daughters to 
the father’s property and of married 
women/widows to the husband’s property. 
Again there was no consensus on these 
rights, but slowly the view gained ground 
that while daughters were normally entitled 
only to their marriage portions, they could 
inherit property when there were no sons in 
the family or if they were unmarried at the 
lime of the death of the father Somewhat 
reluctantly, widows were also accepted as 
having the right to a share of the husband’s 
property, but, on the death of a widow her 
share reverted to the heirs of her late 
husband. 

TWo major schools of thought on property 
rights emerged in the early 12th century— 
the Dayabhaga school of Jimutavahana and 
the Mitakshara school of Vijanesvara. The 
Dayabhaga school gave more comprehensive 
inheritance rights' to widows, while the 
Mitakshara school specified that stridhan 
went by succession from mother to daughter 
(the preferred line of succession was unmar¬ 
ried daughters first, married, but not well- 
off daughters next, married daughters, sons 
and other heirs). The main significance of 
these works was that they became the basis 
of Hindu law on these issues under the 
British courts, which referred to these 
authorities for establishing what constituted 
women’s property. They ultimately developed 
the idea of two kinds of women’s property 
The first was that of stridhan (as deHned by 
the older texts), which on the death of the 
woman would pass on to her children/ 
heirs—i e, she constituted an independent 
stock of descent. Most often, the recognis¬ 
ed succession was down the female line, but 
according to some schools, all children 
shared equally in the property. The other 
form of property, termed “woman’s estate”, 
referred to the share of the widow, over 
which she had no power of alienation (ex¬ 
cept under extenuating circumstances). 
These rights also varied from region to 
region, depending on whether local usage 
subscribed to Mitakshara or Dayabhaga. 

Thus, traditionally there was no definitive 
or uniform code relating to women’s proper- 
•y rights. Even among the smriti writers there 
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was an ongoing debate as to whether custo¬ 
mary- practice or ‘sastras’ should take 
prec^ence. We gather that what was being 
laid down as Iw tended to be prescriptive 
and not always'a record of what exist^ in 
practice; equally, that the mpdihcations 
which wen made in stridhan and widows’ 
rights derived at least in part from de facto 
recognition of customary rights. That the 
usage varied from region to region was also 
acknowledged, and even from very early 
times commentators pointed out that in the 
‘dakshina’ (southern) region women’s rights 
were more broad-based.’ By the 12th cen¬ 
tury, when the Dayabhaga and Mitakshara 
texts were being authoritatively codified, 
there also existed a large corpus of inscrip¬ 
tions in south India. This coincidence in time 
makes it possible for us to juxtapose the ac¬ 
tual with the prescriptive, and to understand 
the historical experience relating to women's 
property rights in south India. 

INSCRIPTIONAL EVIDFNCF. 

There are many references to women and 
their use of property in inscriptions in Tamil 
Nadu.* Their range and sheer volume in¬ 
dicate that inscriptions can indeed be used 
as,a sound basis for reconstructing social 
history. The 348 inscriptions used here are 
very suggestive of local customs in this con¬ 
text. In order to understand the social back¬ 
ground of the women, a combined caste/ 
class ordering-has been drawn up.^ By and 
large, class, rather than caste, is used as the 
reference point, so that even though most 
local chiefs and local elite families were 
vellalas, and occasionally brahmin.s, they arc 
designated by the class and not by caste 
(Tables I and 2). In 21 cases it has not been 
possible to identify either caste or class 
background. 'Major royalty' refers to 
dowager queens, or queens and princesses 
of the imperial dynasties (predominantly 
Cholas, Pandyas and Pallavas). The temple 
dancers are referred to by their old Tamil 
name 'dcvaradiyal' rather than the more 
familiar dcvadasi. This has been done inten¬ 
tionally because the word devaradiyal speci¬ 
fically means a .servant of god and, clearly, 
the dancer was only one of the many kinds 
of 'devaradiyar' (the masculine and plural 
form) who served in the temple in various 
capacities—in the kitchen, arranging the 
flowers, keeping the temple clean, etc. The 
local chief and local clue were the dominant 
landowning classes, iii modei n terminology 
they might be termed dominant peasant 
clas.ses. Their power base derived from their 
land ownership and their rclationslnp with 
the royal families, since most of the queens 
came from these families. 

The inscriptions refer to several kinds of 
property transactions—gifts to the temple, 
sales, and assignment of property and/or 
land revenues to the dcvaradiyal tor ihcir ser¬ 
vices. These transactions also indicate that 
the ownership rights ol women with regard 
to their property extended to the powci of 
alienation through gilts and sales. Women 
also bought property in addition to acquir¬ 
ing property through inheritance or being 
employed, so that virtually all the forms of 
women’s property rights were found to 
operate among the Tamil people, though the 
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smrltis did not acknowledge some of these 
rights. 

The temple was the focus of social and 
economic life of the locality, and was the 
benefiqiary of major patronage and endow¬ 
ments from the royal houses and the state, 
as well as a variety of more modest offer¬ 
ings, usually for the ‘merit’ of the donor or 
a specified beneficiary (such as husband, 
son, brother, king, etc). The latter were 
necessary to finance a variety of routine 
temple services; lamps which burned day 
and night (‘nonda vilakku') or at dawn/dusk 
(‘sandhya dipam’), food offering to the 
various ‘munis’ in the temple, or 'flowers, 
etc, to the devotees and brahmins." Gifts 
were sometime made directly in kind—gold 
and silver jewellery or vessels, lamps, etc, but 
were more often given indirectly in a two- 
stage process, in which the service was main¬ 
tained through the income earned or interest 
on an asset which was assigned to the tem¬ 
ple, or farmed out to specific individuals/ 
groups or local assemblies For instance, the 
normal assignment for a specified measure 
of oil or ghee to be giveti per day to the tem¬ 
ple for burning an eternal lamp was 90 sheep 
or 32 cattle. 1 he recipient of the livestock 
would have to ensure that the oil or ghee, 
as specified, was regularly given to the tem¬ 
ple. Similarly money (gold coins or gold) 
would be donated which would be given out 
to individuals or groups or even the local 
assemblies who would undertake to pay 15 
per cent interest (or an equivalent value in 
ghee or oil) to the temple. Strict fines (up 
:o 23 per cent of the value of the endow¬ 
ment) were specified for even one day’s 
failure to keep up the payment and groups 
which had received the money but had been 
unable or unwilling to fulfil the.se terms and 
conditions would have to sell some land of 
equivalent value to the temple. Since the 
scope for malfeasance was very large under 
these arrangements, audit committees were 
often appointed to check the temple accounts. 

Against this general background, we can 
also gel a more detailed picture by referring 
to some specific information in the inscrip¬ 
tions. Coming to the class background of 
the donors, two groups (Table 2) are pre¬ 
dominant—the ruling classes (royalty, local 
chiefs, local elite and military) account for 
63.5 per cent (221) of the donors. Women 
of the royal families were involved actively 
in the construction and maintenance of 
iemple.s. The extent of their endowments 
precludes the facile assumption that they 
were only utilising some kind of a personal 
‘allowance’ made to them. Ihe earliest 
reference to a queen who constructed a tem¬ 
ple was to the Fallava queen Ratigapataka 
in the eighth century." 1he local feudal 
chiefs, whose daughters married into the 
royal families, maintained a steady and con¬ 
tinuous tradition of patronage to temples, 
but the most vigorous and emphatic patro¬ 
nage came from the Chola queens and 
princesses A look at Table I, for instance, 
shows that in Tanjavur district alone there 
are 73 inscriptions (in Ihe tOth and llth cen¬ 
turies), and 13 in Tiruchi district (lOth cen¬ 
tury) which record their gifts to temples. 
Since dowager queens and princesses were 
also actively promoting these activities, it 


seems reasonable to argue that they must 
have been making these endowments out of 
their personal property (most likely inherited 
on the maternal side from the local landown¬ 
ing elite families). 

Three significant personalities in this 
respect were Sembiyanmadevi, mother of 
king Uttama Chola, Lokamahadevi (or 
Olokamahadevi) Dantisakti* queen of Raja 
Raja Chola, and Kundavai, his sister. The 
dowager queen Sembiyanmadevi, in addition 
to her numerous gifts and endowments, ex¬ 
ercised such authority even in the reign of 
her grand nephew Raja Raja that she could 
command one of the temple managers to 
donate money to meet the expenditures in¬ 
curred in the daily rituals of the temple, 
besides fixing the emoluments of the temple 
servants, and arranging for various items of 
temple expenditures to be met from land 
assignments.'" Queen Lokamahadevi not 
only built a temple in her own name 
(Lokamahadt‘visvaram), but she also took 
a keen interest in the day-torday manage¬ 
ment of the temple. Even as a dowager queen 
she ordered the reclamation and cultivation 
of waste lands in a village, the income to be 
used loi special festivals in the temple." 

1 he other important class of women refer¬ 
red to 111 the inscriptions were the employed 
women (19.8 per cent) While the most 
numerous group was the dcvaradiyal, it is 
clear that women were employed in various 
capacities in the palaces, households of the 
elite, in the temples and in their capacity as 
wives of temple servants In all cases they 
obviously could cxetcise ownership rights 
over their income/properiy although this 
was not accepted by the sniiitis once again 
highlighting the dichotomy between the law 
in theory, and the practice 

The devaradiyal. of course, leprescnts a 
case worth studying in itself In the early 
period the temple dancer had both a secular 
and religious significance in the scK'ial milieu 
which revolved around the temple. She was 
clearly regarded as an employee of the state 
who served in the temple, on a par with other 
temple servants. The dancers could be trans- 
lerred from one temple to another and were 
paid either by being assigned shares in land, 
the revenue from specified taxes, or ‘kani’ 
(landholding) rights in temple lands.'- Pay¬ 
ing for a devaradiyal to dance in the temple 
was considered to be an act of religious merit 
even in normal times, and especially when 
temples had suffered after the Muslim in¬ 
vasions in the 14th century and the conse¬ 
quent dtsruptiuns in social and political 
lile.'' There are several relcrenccs to the 
property owned, sold and bought by the 
devaradiyal which indicate that they had pro 
perty independent of the temple.''' 

Contemporary consciousness tends UK-ate 
the temple dancer within the scnrial structure 
primarily with rclercncc to her sex life, fhe 
earlier evidence indicates a far more com¬ 
plex reality I here is even a reference to a 
married devaradiyal. while the sister rd 
another was ev idently a favourite w-ile. con¬ 
cubine of a local chief 1 he most com 
inon ariangcment. as in later tunes, may well 
have been that they became the mistresses 
ol the local landed elite. But this seems 
to have been not only an accepted, but even 
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Table I: Distbiblition of Women Property Owners 


District Cehtury Status 


Chingelpet 

0 

Chingelpei 

8 

Chingelpet 

9 

Chingelpet 

9 

Chingelpet 

9 

Chingelpet 

9 

Chingelpet 

10 

Chingelpet 

10 

Chingelpet 

10 

Chingelpet 

11 

Chingelpet 

11 

Chingelpet 

11 

Chingelpet 

II 

Chingelpet 

11 

Chingelpet 

11 

Chingelpet 

11 

Chingelpet 

12 

Chingelpet 

12 

Chingelpet 

12 

Chingelpet 

12 

Chingelpei 

12 

Chingelpet 

12 

Chingelpet 

13 

Chingelpei 

13 

Chingelpet 

13 

Chingelpet 

13 

Chingelpet 

13 

Chingelpet 

14 

Chingelpet 

14 

Chingelpet 

16 

Chittoor 

9 

Chittoor 

12 

Chittoor 

13 

Chittoor 

IS 

Chittoor 

18 

Chittoor 

19 

Coimbatore 

II 

Coimbatore 

12 

Coimbatore 

12 

Coimbatore 

13 

Coimbatore 

13 

Coimbatorr 

13 

Cuddapah 

12 

Cuddapah 

12 

Madurai 

8 

Madurai 

8 

Madurai 

II 

Madurai 

13 

Madurai 

18 

Madurai 

18 

Madurai 

19 

Nellore 

17 

North Arcot 

9 

North Arcot 

9 

North Arcot 

10 

North Arcot 

10 

North Arcot 

II 

North Arcot 

II 

North Arcot 

II 

North Arcot 

II 

North Arcot 

. 13 

North Arcot 

13 

North Arcot 

13 

North Arcot 

14 

North Arcot 

14 

North Arcot 

16 

North Arcot 

16 

North Arcot 

16 

Pudukottai 

10 

Pudukotiai 

II 

Pudukottai 

12 

Pudukotiai 

13 

Pudukottai 

13 

Pudukottai 

14 

Pudukottai 

IS 


Sourer. SITI and VRR. 
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Brahmin 
Major royalty 

Brahmin 
Local chief 
Major royalty 
Devaradiyal 
Local chief 
Major royalt' 
Brahmin 
Devaradiyal 
Local chief 
Local elite 
Maidservant 
Major royalty 
Palace maidservant 

Brahmin 
Devaradiyal 
Local chief 
Major royalty 
Temple servant 

Devaradiyal 
l.ocal chief 
Local elite 
Religious/Hindu 
Devaradiyal 
Local chief 
devaradiyal 
Major royally 
Local chief 
Local chief 

Local chief 
Local chief 

Major royalty 
Vcllata 
Devaradiyal 
Local elite 
Palace maidservant 
Local chief 
Military leader 
Local chief 
Shepherd 
Major royalty 
Local chief 
Local chief 
Major royally 
Devaradiyal 
1 ocal chief 
Local chiel 
Major royally 
Major royally 
Religious/Jam 
Devaradiyal 
Local chief 
Major royalty 
Merchant 

Local chiel 
Local cine 
Devaradiyal 
Local chief 

l.ocal chief 
Local elilc 
Local chief 
local chiel 
Devaradiyal 
Devaradiyal 
Local chief 
Devaradival 
Ihtnple servant 


Number 

2 

2 

1 

5 

1 

2 
1 

6 
9 
3 
2 
I 

1 

2 

1 

3 

2 

4 
I 
I 
I 
I 

6 

I 

I 

1 

2 
2 
I 

1 

2 
4 
I 

1 
1 

2 
1 
2 
I 
I 
I 
I 
1 

I 

I 


2 

2 

I 

I 

I 

4 

4 


2 


Districts Century Status 


Number 


Ramnad 

8 

Ramnad 

II 

Ramnad 

II 

Ramnad 

II 

Ramnad 

12 

Ramnad 

14 

Salem 

12 

South Arcot 

9 

South Arcot 

10 

South Arcot 

10 

South Arcot 

10 

South Arcot 

10 

South Arcot 

10 

South Arcot 

10 

South Arcot 

10 

South Arcot 

II 

South Arcot 

11 

South Arcot 

II 

South Arcot 

II 

South Arcot 

II 

South Arcot 

II 

South Arcot 

12 

South Arcot 

12 

South Arcot 

12 

South Arcot 

13 

South Arcot 

13 

South Arcot 

18 

Tanjavur 

9 

Tanjavur 

9 

Tanjavur 

10 

Tanjavur 

III 

Tanjavur 

10 

Tanjavur 

10 

Tanjavur 

10 

Tanjavur 

10 

Tanjavur 

II 

Tanjavur 

II 

Tanjavur 

11 

Tanjavur 

II 

Tanjavur 

12 

Tanjavur 

12 

Tanjavur 

12 

Tanjayur 

12 

Tanjavur 

13 

Tanjavur 

13 

Tanjavur 

13 

Tanjavur 

13 

I anjaViir 

13 

Tanjavur 

17 

Tanjorc 

11 

Tanjorc 

12 

liruchi 

0 

Tiruchi 

10 

Tiruchi 

10 

Tiiuchi 

10 

Tiruchi 

11 

Tiruchi 

11 

Tiruchi 

11 

Tiruchi 

11 

Tiruchi 

II 

T iruchi 

12 

Tiruchi 

12 

Tiruchi 

12 

Tiruchi 

13 

Tiruchi 

13 

Tiruchi 

13 

T iruchi 

14 

Tiruchi 

14 

Tiruchi 

17 

Tiruchi 

18 

Tiruchi 

IK 

Tirunelvcli 

8 

Tirunclvcli 

12 

Tirunciveli 

13 

Tirunclvcli 

IK 

Total 


Brahmin 
Brahmin 
Devaradiyal 
Local chief 
Major royally 
Local chief 
Local chief 
Local chief 

Brahmin 
Devaradival 
Local chief 
Local elite 
Major royalty 
Palace maidservant 

Deva radiyal 
Local chief 
Major royally 
Palace maidservant 
Temple servant 
Devaradiyal 
Local chief 
Merchant 
Devaradiyal 
Major royalis 
Merchaiil 
L ocal chief 
Major royally 
Brahmin 
Local chief 
Local elite 
Major royally 
Military leader 
Palace maidservant 
Devaradiyal 
Local chief 
Major royalty 
Palace maidservant 

Devaradiyal 
Major royalty 
Palace maidservant 

Brahmin 

Devaradiyal 

Local chief 

Religiuus/Hindu 

Devaradiyal 

Biahmin 

Local chief 

Brahmin 
Local chief 
Major royally 
Brahmin 
Local chief 
Local elite 
Maidservant 
Major royally 
Brahmin 
Devaradiyal 
Major royally 
Local chief 
Major royally 
Temple maidservant 

Local chief 
Major royalty 
Devaradiyal 
Local chief 
Local chief 
Brahmin 
Brahmin 

'I 1' 


1 

2 
I 
1 
I 
I 

1 

2 
2 
I 
I 

9 

1 

2 
I 
I 

3 

4 
4 
I 

1 

2 

3 
1 

4 
I 
I 


1 

2 
1 

36 

1 

4 

5 

2 

37 

3 

4 


I 

I 

I 

1 
1 
1 
1 

2 
13 

2 

I 

I 

I 

3 

1 

2 
1 
3 
I 
I 
I 

1 

2 

I 

1 

I 

I 

1 


34« 
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a respecuble social practice, and there 
are several references to the concubines 
(‘bhogiyar’) of local chiefs who made gifts 
to temples in their own right. At least one 
reference shows that property was transfer¬ 
red to the ‘unofficial* family as gifts given 
out of affection or ‘pritidana*.''* 

Though we thus have convincing evidence 
of women’s property rights, it is also equally 
clear that such rights were not universal or 
uniform for all women. The extent to which 
women could control their property depend¬ 
ed on the usage current in their immediate 
social circle Among the well-to-do, land was 
given as stridhanam to the daughter on her 
marriage—there is even a reference to land 
gifted as stridhanam to the goddess in the 
temple—but, as this gave the husband the 
status and the right of doing service in the 
temple and the privileges due to that in local 
affairs,'^ it was clearly he who was regard¬ 
ed as the landholder. 

TWo contemporary inscriptions of c 1270 
capture the anomalies in women's status very 
well. One refers to a woman who was a 
member of the local committee of justice 
(‘niyayattar’); the other to two brahmin 
widows without sons who were forced to sell 
their land.'" The latter gives the bare 
outlines of what was perhaps a fruitless 
struggle on the part of the widows to retain 
their land. They wrere, however, not given any 
help by their relatives (‘jnatis’) and finally 
had to sell the land. The fact that they were 
represented by close male relatives—one by 
her father, the other by her son-in-law who 
was also her brother—in the sale negotia¬ 
tions indicates that there was strong social 
and intra-family opposition to their owning 
land when they had no sons. While the rights 
of the women of the royal families at one 
end of the social spectrum, or of the deva- 
radiyal, a special group, were not questioned, 
in the middle classes these rights were not 
equally well protected or accepted. 

The inscriptions (Table 1) also throw up 
some tentative inferences. One noteworthy 
fact IS that, with the beginning of 
Hoysala/Vijayanagar rule, there is a sharp 
decline in the number of references to 
women (after the 14th century). The in- 


TABl.t 2: Ciass/Casii Backc,round oi 
W oMf N Proi-erty Owners 


Status 

No 

Brahmin 

28 

Devaradiyal 

30 

Local chief 

79 

Local elite 

8 

Maidservant 

2 

Major royalty 

132 

Merchant 

3 

Military leader 

2 

Palace maidservant 

12 

Religious/Hindu 

2 

Religious/Jain 

1 

Shepherd 

1 

Temple maidservants 

1 

Temple servant 

4 

Vellala 

2 

Total 

348 


Mttne: SITI and VRR. 


cMapable inftn’eiice seems to be that Vija^- 
nagar society was far more restrictive when 
it came to women’s property rights. Even 
though women probably continued to enjoy 
the more open traditional arrangements in 
Tamil Nadu, the culture of the rulers 
discouraged the public display of these rights 
through recorded endowments, sales, etc. 
Another point to note is that the inscriptions 
are most numerous in the heartland of im¬ 
perial power—fanjavur, Tiruchi, South and 
North \rcot and Chingclpel districts. Il 
would be interesting to insestigate whether 
signiHcant sub-rcgional variations existed 
within Tamil country. 

Urban Propfrty, 'MANJAt Kani’ and 

OlHrK RKiUIS 

The temple economy was primarily struc¬ 
tured on the power relations of the agrarian 
society; from the in.scriptional evidence it is 
not possible to reconstruct the nature of the 
property rights ol urban women. For the 
more recent period some scattered evidence 
exists which indicates that women did inherit 
non-agricultural property, both movable and 
immovable. The records ol the mayor's court 
in Madras''' contain the details of several 
cases when women were involved in litiga¬ 
tion concerning money given on loan, urban 
property which was mortgaged, division of 
property, etc. Just to cite one instance, the 
widow of Ben Timmanna, the chief mer¬ 
chant ol the English at Madras, had sued 
borrowers for repayment of loans which 
amounted to more than 15,000 ‘pagodas’. In 
another case initiated by her son, the pro¬ 
perty in contention was a house which she 
had made over to her daughter. “ There was 
also an intriguing case in which a woman 
claimed the estate of her ‘first husband’s first 
wife’s son’ (which he had inherited from his 
mother) as the natural heir, because the son 
was mentally deranged.-' Almost all the 
more complex cases involving inheritance 
claims to property were arbitrated by the 
caste councils, which shows that while 
customs may have differed from caste to 
caste, women’s rights to inherit, own and 
manage property were accepted. On the 
other hand, the almost contemporary diaries 
of the famous ‘dubash’, Ananda Ranga 
Filial, also record several cases where widows 
were disinherited, mistreated and denied 
even maintenance rights -- Family customs, 
local social mores and. in these times, the 
attitudes of the colonial rulers all seem to 
have been important in the efiectivc realisa¬ 
tion of women’s rights The English at 
Madras, as the 18th century progressed, 
seem to have abandoned their' earlier 
delcrcncc to local customs and caste deci¬ 
sions. This probably explains why, at the end 
of the century, the litigation over the estate 
of the extremely wealthy merchant and 
dubash, Pachaiyappa Mudaliar, dragged on, 
though he was survived by two widows and 
a daughter, until all the claimants to the 
estate died.*' 

In contemporary Tamil society, one of the 
most important rights of women is the right 
to inherit land. This again was stridhanam, 
which devolved on the female heirs, and 
passed from mother to daughter. Usually 
handed over to the girl when she got married. 


this land was called manjal kani (manjal 
means tufmeric). The origin of this name 
in itself would be interesting to investigate. 

I have been told that the reference to tur¬ 
meric indicates that this was land, probably 
not a part of the patrilineal property, on 
which minor cash crops like turmeric could 
be grown. The more plausible explanation 
seems to be that this was meant to provide 
an independent income to the daughter 
which would be enough at least for personal 
expenses (manjal and ‘kumkumam’). In 
almost all cases, the income from this land 
certainly seems to go to the woman; the ex¬ 
tent of control or decision-making right that 
she has over this land would, however, seem 
to vary from individual to individual, and 
family to family It would also be interesting 
to explore whether the practice of cross¬ 
cousin marriage as well as marriage with the 
maternal uncle was an attempt to keep the 
property which went to the daughter within 
the control of the natal family. 

How did this line of female property 
originate? One possibility is that in almost 
every family at some time there must have 
been a generation with only daughters, who 
would accordingly succeed to the property. 
This IS a hypothesis which instinctively I tend 
to reject. The .rights of women without 
brothers tend more often to be appropriated 
by other male relatives than to be protected, 
and there have even been cases which went 
up to the Privy Council when the male 
members of a family disputed the right of 
an only daughter to her father’s property. 
Was this custom then the legacy of a distant, 
matrilineal social system which existed in 
this region (as it still docs in neighbouring 
Malayalain country)? These questions need 
to be investigated in much greater depth. 
Sadly, many of these practices seem to have 
degenerated in the past few decades, even 
belore the enactment of the 1956 law. Dowry 
seems to have replaced traditional stridha¬ 
nam almost completely, weakening the rights 
and status of women. 

Another form of property over wnich a 
woman had absolute control was her jewel¬ 
lery and personal belongings. JeweUery in¬ 
herited from the mother almost always was 
handed over to the daughters, while jewellery 
presented by the in-laws or husband could 
be given to daughten-in-law or their children. 
The extent to which these norms of preser¬ 
ving the line of descent were adhered to 
seems to vary, again, from family to family. 

I have been told of instances when a signed 
release was obtained from all the grand¬ 
daughters on the tcmalc line by a lady who 
wanted to gift her stridhanam jewellery to 
her son’s daughters. More often, this seems 
to have been less rigidly observed; women 
usually gave their jewellery to their daughters 
and their daughters’ daughters, but not in¬ 
variably so. 

in addition to these inheritance rights, 
women also have some customary rights in 
Tkmil society. Among ail castes and classes 
in Tamil Nadu the bride receives a gift from 
her mother’s family, usually from the mater¬ 
nal uncle, known as the ‘amman sir’, which 
includes the bride’s sari, a gold ring and 
silver toe rings. Married daughters similarly 
continue to receive ’Pongal sir’ from their 
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brothers each year, besides having several 
Other claims to ritual gifts from the natal 
home, rhese may be small in value, but are 
important in that they establish a continued 
claim on the family property. 

One community which stand out from the 
rest are the Nattukottai Chettiars, a tradi¬ 
tional mercantile caste, whose activities 
mainly centred on moneylending and trade. 
The men would travel extensively in the 
course of their trading opierations, often 
being away from home for several months 
or years. The monc'ylending activity, which 
was essentially home-based, would be 
managed by the women This was particular¬ 
ly common once the Chettiars established 
themselves in trade in Burma and Malaysia 
(in the last decades c>f the 19th century). In 
the mayor’s court records senes, thcie are 
also extant some account books in Tamil 
dating back to the I79(K, where the accounts 
of some C'hettiar women are recorded, indi¬ 
cating that this practice is not ol recent 
origin. Yet, the traditional property rights 
of Chettiar women seem to be paiiicularls 
weak. Since the community, by and large, 
was not an agriculture-based coniniunitv, at 
the time of her marriage, the girl would 
receive a large cash settlement which was 
theoretically her propcity In most cases this 
was absorbed into the business capital ol the 
inlaws' lamily enterprise, and there does not 
seem to have been the concept ol liei indi 
vidual pro|x:rly rights In fact, as long as the 
daughter-in-law stayed in a joint larnily, lici 
natal family would prov ide for the personal 
expenses of the girl and her children So here 
there was a curious case of women rnanagmg 
and contiolling large amounts ol moncs and 
substantial business iraiisatiions, bin 
without individual pio|>criv rights 

Another tsainple ol a unique localilv 
spccilic system is toiind in Kil.ikkar.ii. iii 
soulhein Tamil Nadu '' I his is a small 
coasial town w-licrc ihc local popiil.iiion, 
mostly Muslims, have liadilioiiallv been 
c'hank divers Here there is a ^lioiig tradi¬ 
tion of properly which is passed on lioiii 
mother to daughter On mat iiage, each girl 
receives a house, household nceessilies aiul 
jewellery Irom her mothei When there are 
several daughters, the house propertv has to 
be sub-divided. Whalevci money is Icit over 
after all the daughters arc provided lor is 
divided according to the 'shariat’ 'Sci, the 
entire airangcmcnt of women controlling 
properly and lormirig the line of descent is 
entirely at variance with Is^mic law 

CdNC l UDINC. Rl MMtkS 

It IS obviously diflicult to eoneliide with 
definitive comments oi analysis ol the 
nature or basis of women’s propcity rights 
in Tamil society A common ladoi which 
these women share with women all ovci 
India is that the property rights seem to be 
acquired only on marriage. In traditional 
society there arc so few instances ol women 
remaining single that the tighis ol an unniar 
ried woman arc, at best, notional The con¬ 
dition of widows and then inheritance 
rights, again is difficult to capture. The com¬ 
mon experience seems to be that few widows 
actually received (heir just dues from the 


husbands' families, though here again the 
experiences varied from family to family. 

One significant feature of the usage in 
Tamil Naud which needs to be stressed is 
that, even though the daughter was given her 
property when she got married, this took the 
characteristics of an inheritance right and 
not a marriage settlement or dowry, arrived 
at on the basis of mutual bargaining between 
the two families.^* The notion that a 
woman has a continued right to small gifts 
and sir from her father or brother is again 
not ubiquitous in north Indian society. One 
can also tentatively link the traditional rights 
of women to own land in Tamil society with 
recent research findings which point out that 
only in Tamil Nadu and Kerala do women 
directly supervise cultivation, for control and 
management go with ownership. Thus, even 
as we answer some qucslioas, many unanswer¬ 
ed and until now unanswerable ones emerge, 
which need much more intensive exploration 

INtJtff* 
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1 lor ihe legal background on vvoiiien’s pro 
pens rights, see I’aras Diuan, Dowrv and 
f^ri)!-ciion lo Married H'onien, Deep and 
Deep, New Delhi, 1987, C’haplei 4 
'Siridhan' An oll-eiled legal work on the 
same issues is (looioodas lianeijee, Hindu 
law ol MarriUKv and Siridhan, C alculia, 
1424 

2 \ S Alickar, /he /\niiion oj H'onien in 
Hoi, III t ivdnulion, Molilal Banarsidas, 
Delhi, 1991 (repiini), Ch VIII and l\ otter 
,1 cle.ii discussion of the various aspects ol 
women’s piopenv rights See also Diwan. 
op cll 

4 I his general perception seems lo have really 
civsi.illisecl during the debate on Ihe pro 
posed Dev.idasi Abolition Bill in Ihe 1940s, 
and lias now become pari of popular 
wisdom 

4 ’Women's esi.rie’ has also been converted in¬ 
to 'siiidhan'- I e, with full properly lights 
foi the wom.iii -- under the Hindu Sucee-s- 
sion Acl, 1956, Diwaii, op cil, p 121 

.5 Bolli Yajiiasalkva and Viinancswara of Ihe 
Miiaksh.ii.i s..hool, who wete more liberal 
111 Iheir views, weie fioin the souih (Ahekar, 
op cil, p 258) 

6 The two souiees lor inscriptions are T N 
Suhramani.ini (edi. Soiilh Indian Temple 
Inuripiiinis, Madras, CiOMI., 1953-57, 3 
vols (hereatler. SlTl) and V R Rangacharya. 
4 Toponraphical l.isl of ihe Inscripiions of 
Madras I’resideniy, New Delhi, Asian 
I ducal lull Seiviee, 1985 (reprint), 3 vols 
(hereatler, VRR) 1 have laken care lo see 
lhal the insciipiions which are ciled in 
holh -and ihcsc arc, surprisingly, very 
lew —arc used only once. The ’border’ 
disiricis of Cuddapah, Ncllore and C'hilioor 
have been included, partly because during 
ihc Imgmsiic reoigamsatiun of stales some 
taluks in ilicsc districts became a pan ol 
laiiiil Nadu The original ciassiticalion ol 


districts, including ’Pudukotiai' (in VRR iii) 
have been retained for simplicity. 

7 The basic limitation is that only women of 
property-owning classes are considered here. 
There are references to women/families who 
arc ‘donated’ to the temples for various 
kinds of service (like husking paddy), etc, 
but these arc not included because of the 
limited terms of reference of this paper. 

8 The terms and conditions of the endow¬ 
ments, as outlined here, were common for 
male and female donors. However, only the 
references lo the gifts made by women are 
studied. 

9 In the Kailasanatha temple in Kanchipuram 
Making a pun on her name, the inscription 
describes her as an exemplary ’flag 
(’pataka') among women'. 

10 Inscriptions from Tiiuinananjen, in Tan- 
javurdistrict, VRR, vol ii, Tanjore, 672,673 
and 687. 

11 SITI. vol ii, 610 and VRR, vol i, ( hingelpel, 
727 

12 VRR, vol II. 'laniore 1.363 and SI TI, vol iii-2, 
1299. 

1.4 VRR. vol I, C'hingcipci, 567, 

14 Ibid, ( hingelpet, 214, rclers lo a dcvaradiyal 
who wav toiccd lo sell hei land by puhlii. 
auction to pay a line Sik h mailers were oh- 
viouvlj a eolleelivc loval revponsibilily lot, 
when neither the local people nor Ihe local 
assembly would huv the land, the temple 
management (’silianali.u’) had to buy it 

15 VRR, vol 1 , C'hing.cipei, 1016 and Sill, 
vol 1 . 537 

16 SITI, vol ill-1, 1102. daled 1374 AD 

17 SITI. vol II, 1(X)8 

18 VRR, vol 1 .1 hingelixM, 771 and SH I, vol ii. 
819. 

19 Records ol I i>i l Si (leorge, famil Nadu Ar¬ 
chives Scries undei major’s court reeoids. 
proceedings and pleadings, daiiiig, hui not 
eoniinuously, from 1689 

20 ton Si (leoige, Diarv and C'oiisullation 
Book. 1694, Match 22 (Tamil Nadu At 
chives), mavoi’scourt proceedings, 1717-19 

21 Pleadings m the mayoi’s court. 1744 45 

22 lalitha lyei. 'Cilimpses of Women’s Lives 
in l-ighieenth t 'enniry lainil Nadu’, papei 
presented at a symposium on Ananda 
Raiiga Pillai’s diaries at Pondicherry in 
Kebruarv. 1991 

23 K Srinivasa Pillai, Kanchipuram Pachiyap- 
pa Mudaliar Charitliram, Ripon Press, 
Madras, 1911 (Tamil), (from Lalitha Iyer). 

24 Louis Dumont (Affinity as Value, Oxford, 
Delhi. 1988, p 87) comments that the 'unc¬ 
tion of gift-giving and gift-receiving come 
down by one generation. A woman gets 
gifts from her parents, who are later replac¬ 
ed by her brother. The brother/maternal 
uncle also becomes the gift-giver to his 
sister’s daughter and other children. 

25 Personal communication from Lalitha Iyer, 
who passed on her research notes to me 

26 It is interesting to compare this with the 
practices in several parts of Andhra 
Pradesh. In Nellore district, the women in¬ 
herit the equivalent of manjal kani which 
is referred to as 'pasupu' kumkumamu, 
with a striking similarity even in the name. 
Further north, in coastal Andhra, pasupu 
kumkumamu is the stridhanam which is 
given as dowry to the bride, but the woman 
retains complete right to this property. 
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Women Craft Workers as Security for 
Family Subsistence 

Maithreyi Krishnaraj 

Crtfts production traditionally organised in family units bound makers and users in a complex mix of rights 
and obligations hallowed by custom. As the market system has expanded crqfts have tended to decline today 
in India. However, women continue to be engaged in them to a greater extent than men. 

This article is based on afield study designed to identify the consequences for women and for the family of 
the particular mesh of pre-capitalist and capitalist production now prevalent. Two villages in which the cane- 
bamboo craft is carried on are compared and significant differences in the organisation of work between the 
two are brought out. Customary caste reiationships and family kinship structures continue to shape women’s 
work and women’s entitlements. Insofar as family strategy selectively projects men into the wider market economy, 
the net result fits in with the market’s preference for male labour (except in special cases where women’s labour 
is cheaper). Men seek alternatives to decreasingly remunerative craft work through wage labour either within 
or outside the village. Where migration is not feasible men may switch to commodity production of saleable craft 
items as distinguished from production within customary rewards. Women of the same families tend to remain 
bound by traditional patterns of rights and obligations. 


I 

Introduction 

TWO critical issues affecting theories of 
development which have been raised by the 
recent experience in the so-called 'third 
world’ are linearity and gender. In fact the 
two are closely interrelated. Specific models 
of the development process, we shall argue, 
are reflected in specific models of gender 
relations. 

Many authors have assumed that develop¬ 
ment inevitably implies a movement away 
from subsistence production in an extended 
kin context to modern industrial production 
accompanied by a high degree of division 
between the economy, tbe state and the 
family-kinship organisation. The necessary 
nature of a linear transition from the former 
to the latter in a particular sequence has 
however been challenged It is now argued 
that such a transition is a historically specific 
experience of the west, which need not be 
replicated in other continents. In many third 
world countries today, crucial elements of 
earlier modes of production have been in¬ 
corporated into the emerging or dominant 
capitalist mode. Subsistence production, far 
from disappearing has become articulated 
within the capitalist economy and the state 
in ways that sometimes alter production 
relations to the detriment of the poor 
[Meillassoux, 1972]. Substantial literature on 
this subject has b^n provided by two sets 
of scholars—those who focus on unequal 
exchange in trade between the developed and 
the less developed economies or by analogy 
regions within the same country [Lipton, 
1977], and those who emphasise production 
rdations (Portes, 1978]. fiie latter argue that 
in underdeveloped countries, the rural sub¬ 
sistence sector provides a wage subsidy to 
the capitalist sector by assuming the burden 
of social security. 

Gender relations in any society have a cen¬ 
trality in production relations by virtue of 


the way they structure systems of ownership 
of means of production, work organisation, 
rewards, power and authority. When key in¬ 
stitutions of the pre-capitalist mode become 
articulated into the new system, specific con¬ 
sequences for women ensue TVo such key 
institutions in the case of India are caste and 
family-kinship units. Both caste and the 
family-kinship units have served traditionally 
as instruments of subordination for women. 
The conjunction of caste and family-kinship 
in a dual, interacting system of production 
reinforces the subordination of women 
within the family and the economy. 

This paper analyses these specific conse¬ 
quences for women by looking at micro level 
houiiehold behaviour rather than macro level 
policy analyses as in the studies to which we 
have referred. The field study was under¬ 
taken primarily to explore women’s work 
and family strategy in craft families m India. 
The craft chosen was cane-bamboo work 
because it continues to enjoy enough 
domestic demand so as to survive in many 
places, particularly in rural India. Family 
strategy, it was hypothesised, would differ 
significantly between households that 
depended for the most part on collectively 
held resources such as land, family enterprise 
or artisan’s specialisation and those 
households that depended primarily on 
individual skills acquired through formal 
schooling or on individual earnings. Given 
these differences, the family .strategy in the 
case of the collective unit either generates 
greater control over women or inhibits the 
loosening of existing control. In addition, 
the continuation ot kin-based production 
may result in restricting the choices for 
women, through differential allocation of 
labour and entitlements to resources within 
and outside the household. Crafts in India 
have traditionally been produced in house¬ 
hold units through the use of family labour 
organised as collective entities. Women’s 
work and family strategy can be expected to 


respond to external changes in different 
fashions according to the degree to which 
these collective units persist. 

As the research proceeded, the study pro¬ 
vided a vivid illustration of the conjunction 
of caste, family-kinship and mode of pro¬ 
duction. Crafts in India are customarily 
caste-linked and the place of craftsmen and 
women ip the social hierarchy is codified in 
the status of their partiqular caste. Craft 
production organised in family units has also 
traditionally bound makers and users in a 
mix of rights and obligations determined by 
custom. As the market system expanded 
many crafts in general have declined, in 
those which have persisted women are today 
engaged to a greater extent than men. We 
have analysed the consequences lor women 
and the family in this particular mesh of pre¬ 
capitalist and capitalist production. Our 
field study compares two villages in which 
the cane-bamboo craft prevails but with 
significant differences in organisation bet¬ 
ween the two. Caste relationships together 
with the family-kinship structure provide the 
‘pre-capitalist’ elements that shape women’s 
work and Iheii eniitlenienis. Insofar as 
family strategy selectively projects men in to 
the market economy, this choice also coin¬ 
cides with the market’s prclerence for male 
labour except in special cases, where 
women's labour is cheaper [Krishnaraj, 
1987). Men seek alternative, to craft work 
through wage labour either within or out¬ 
side the village. If migration is not possible 
they may switch to commodity production 
of the craft items made for a largci market 
rather than for the fulfilment ol customary 
obligations. Faced with declining oppor¬ 
tunities within the traditional sector and 
insufficient openings in the market sectors, 
the poor household stems the descent into 
destitution by retaining the women in the 
customary craft bccupation. This not only 
traps them in a low economic returns dead¬ 
end but also maintains them in caste bonds. 
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'ftnuloxicalty while this may appear as a ra¬ 
tional strategy for the household as weil as 
for employers or the state, in the long run, 
this strategy is counter-productive. It retards 
the growth of productive forces on the one 
hand and the possibility of creating an 
egalitarian society on the other [Ray. 1991]. 
State policies which privilege influential 
groups have exacerbated the situation by 
transferring resources from the poor to the 
rich. This happens in several ways— 
encouraging large industries which p{oduce 
substitutes for items craftsmen used to pro¬ 
duce; diverting to exports products which 
were domestically consumed; switching land 
and other resources to cash crops rather than 
foodcrops; and giving concessions to in¬ 
dustries producing luxury consumer goods. 
The micro-macro interaction can be seen in 
the problems and solutions generated over 
an individual’s life cycle at different points 
in the socio-economic structure. The 
available options arc defined by the changing 
conflguration of constraints specific to each 
class in the social hierarchy; they are also 
subject to age and sex differences within the 
family. So far as women's work is concern¬ 
ed the micro-macro interface involves three 
basic processes; (a) socio-economic strati¬ 
fication (caste and class), (b) patterns of op¬ 
portunity generated and channelied through 
economic growth, and (c) family strategy 
elaborated in the light of these two factors. 
Variations in family structure and intra- 
household arrangements respond to planned 
and unplanned changes in the environment, 
opportunity sfructure and political changes, 
lire impact of these factors is mediated 
through patriarchal gender relations which 
in turn aie linked with the legitimised hierar¬ 
chies of caste and class. The present study, 
devised in order to understand actions at 
homehold level, chose to analyse women’s 
work as part of family strategy rather than 
to adopt the labour force participation ap¬ 
proach. The term ’family’ denotes member¬ 
ship of a kin group, while the ‘household’ 
is a co-residence unit but a sharp distinction 
between the functions performed by both are 
difficult to make, lb accommodate this 
overlap between the two concepts, through¬ 
out this paper, we use the term ‘family- 
household’. The term family-strategy is 
preferred because labour force concept 
assumes individual choice and ignores the 
interplay between different members of a 
family-household. The theoretical difficulty 
of assuming individual choice is explained 
in picturesque language by Amartya Sen 
[Sen. 1983). 

The cane-bamboo craft in India can be 
treated as a case of subsistence production. 
By and large, crafts in India are engaged in 
by poor households for day-to-day survival. 
A few crafts are urban-based and exhibit 
characteristics of commodity production, 
but the bulk of them are present in rural 
India in various stages of decay. Daditional- 
ly, the Indian village economy had crafts as 
an important source of non-farm activity, 
seasonal as weil as perennial. They supplied 


the basic requirements of the village such as 
for earthenware, wooden tools, blacksmithy, 
basketry, ieatherwear, etc. Certain artistic 
and higlily skilled crafts have customarily 
been patronised by elite sections of society. 
The term ‘handicrafts’ has come to denote 
these products which are today sold at high 
prices in urban showrooms. With substan¬ 
tial government support a luxury market, 
both domestic and foreign, has been care¬ 
fully developed for these handicrafts over the 
last few decades. There is today tonfusion 
and ambiguity among the terms ‘crafts’, 
‘handicrafts’, ‘village industries' and 
‘artisans’ They are often used inter¬ 
changeably. In this study we focus on Vraft’ 
and define it as a product made largely by 
'hand with simple tools, on an individual 
basis, practised as a traditional family oc¬ 
cupation and imperfectly commoditised. 

Historically, the process of colonisation 
led to a massive decline of traditional export 
crafts like fine count weaving. Competition 
from machine, made imports and reduction 
in demand eroded their viability and led to 
pauperisation of the craftsmen [Ray 
Chaudhuri, 198S|. Evidence suggests that 
the survivors turned to petty cultivation and 
agricultural wage labour. Nonetheless, crafts 
did not disappear as . they have-done to a 
large extent in Europe. To this day, in India, 
they continue to employ many millions, 
although very few can be counted as pro¬ 
sperous. Women are found in larger numbers 
than men in the census category ‘household 
industry’ [Mitra, 1980). The proportion ol 
women employed in different crafts varies 
from a low of 40 per cent to a high of nearly 
80 to 90 per cent, llible 1 gives g rough in¬ 
dication of the intensity of women’s employ¬ 
ment in crafts sector (Krishnaraj and 
Deshmukh, 1990). 

The General &onomic Table of ‘Main 
Workers in Manufacturing Processing, Ser¬ 
vicing and Repairs by Household and Non- 
Household Industry’ in the census was used. 
The NIC classification was changed in 1970 
and hence, the list for the 1%I Census does 
not tally with the one in 1971 and 1981. Con¬ 
sequently while 1971 and 1981 can be com¬ 
pared, both are not comparable with l%l 
By definition, the village and small in¬ 
dustries are divided into eight sub-sectors: 
khadi and village industries, handloom, 
sericulture, handicrafts, coir, small-scale 
industries and powerlooms. The last two 
represent ‘modern small industries’ and the 
other six sub-sectors constitute the ‘tradi¬ 
tional industries’. Modern small-scale in¬ 
dustries use modern technologies and are 
mostly urban oriented. TVaditional small- 
scale industries are generally the old crafts 
using traditional skills and methods that 
have come down the generations. For our 
purpose, the employment figures have been 
drawn by using a purposive selection of 
industrial categories, to isolate the crafts. 

Over the three censuses, the total number 
of people employed in crafts has been 
increasing. While there is a small decrease 
in male participation, there has been an in¬ 


crease of 3.63 per cent in female participa 
tion. As mentioned earlier, the 1961 Census 
data cannot be compared with those of 197] 
and 1981. (Thble I). If we examine 1971 and 
1981 figures, separately for the urban, rural, 
household and non-household sectors, an in¬ 
crease in the percentage of female employ¬ 
ment is observed in ail four sectors but the 
increase is higher in the household and rural 
sectors as compared to the non-household 
and urban sectors Clhbles 1C and ID). A fur¬ 
ther grouping of sectors into urban house¬ 
hold, urban non-household, rural household 
and rural non-household shows an increase 
in both absolute and relative participation 
of women over the years 1971 and 1981 in 
all four sectors (Ihble IB). The largest in¬ 
crease is seen in the rural household sector. 
Coir, coir products, earthernware and art- 
ware, cane-bamboo items, embroidery, 
crepes, laces, pottery and dyeing and 
bleaching of textiles have very high female 
employment (as much as 70 per cent in some 
cases). 

The connection between subsistence pro¬ 
duction. women and development has been 
brought out by others,*notably Mies [1986] 
and Young [1980]. The present study con¬ 
curs with their general proposition and also 
elaborates the complexity of the process of 
transition by an analysis of choices and out¬ 
comes at household level that arc simul¬ 
taneously governed by gender relations and 
prevailing social hierarchies. 

It is necessary at this point to explain the 
precise sense in which we are using the con¬ 
cept of subsistence production, as it is often 
variously defined. If by subsistence produc¬ 
tion, we mean the fulfilment of basic needs 
such as food, clothing and shelter, there is 
no economy without subsistence production. 
What IS significant is the change in the con¬ 
text and quality of subsistence production 
[Wilk, Netting et al, 1984). In advanced 
economies food is purchased by most 
households, whereas in rural Asia, most 
households grow their own food. What is 
of relevance to women here is the degree of 
their involvement in subsistence production 
and the relative valuation society accords to 
subsistence production as opposed to com¬ 
modity production. While the latter is 
treated as economic, the former is not. 

Subsistence production in rural Asia takes 
the form of household and kin-based pro¬ 
duction but all household-based production 
is not necessarily subsistence production. 
Household-based production may uke the 
form of domestic outwork, in which case it 
is linked to the market economy. This kind 
of production usually includes various types 
of activities that are covered under the rubric 
‘informal sector’ to differentiate it from the 
‘formal organised sector’ which is govern¬ 
ed by laws and often unionised labour. The 
informal sector by contrast tends to be com¬ 
posed of scattered small units with varying 
degrees of incorporation into the market 
economy, and many types of relationships 
between producers, consumers and the 
materials which are transformed. The critical 
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1961 IS not comparable with 1971 and 1981 due to the diffctences in Minor Groups. 



question for women is who controls each 
stage of the process. 

We can classify the relations of produc¬ 
tion in household-based production as 
shown in Table 2. 

There i.s a second sense in which sub¬ 
sistence may be used, that is, where the total 
production is just sufficient for survival. The 
product may be sold but the earnings from 
sale arc so slim that no surplus is available 
for investment, expansion or diversification. 
It is the differential capacity for surplus 
generation between subsistence production 
and commodity production as well as the 
mode of appropriation of the surplus that 
determines the economic strength of dif¬ 
ferent producers. 

Subsistence production is a major part of 
total production in rural Asia [White. 1980]; 
women tend to be present in it in greater 
numbers than men, as their access to com¬ 
modity production is generally inferior. If 
at all they manage to obtain access to com- 
mbdity production they may be disadvan¬ 
taged by lower wages and other discri¬ 
minatory practices sanctioned by society. 
They can lx thrown out more easily because 
of their weaker bargaining strength; their 
own constraints make them prefer easy-ontry 
casy-exist jobs. Paradoxically, it is this very 
set of factors that make some industries and 
sectors ‘prefer’ women [Krishnaraj, 1987). 
Classical development theory implicitly 
assumes that the retention of women in sub¬ 
sistence production is a residual pheno¬ 
menon whereby women are left out because 
of gender bias in the policies, and ideologies 
of employers [Boserup, 1970). In fact this 
retention of women in the susbsistence sec¬ 
tor IS often part of a strategy which serves 
the interest of the economy and the slate 
(Young. 1981; Mies, 1988). 

This phenomenon ii particularly pervasive 
under conditions of downward mobility for 
whole groups of people, which in the case 
of India and its population size turn out to 
be masses of people. Undei circumstances 
of economic insecurity, women’s work 
assumes a risk avoiding function; it serves 
as a shock absorber. That this happens even 
in urban areas among the poor has been 
documented by others [Shaw, 1988]. Accor¬ 
ding to Groh [1986] the basic rationality 
of any subsistence economy lies in not risk¬ 
ing survival, an objective more important 
■than achieving full efficiency or maximis¬ 
ing income. 

When macro changes reduce the oppor¬ 
tunities for remunerative employment for a 
whole section of population through loss of 
demand for traditional products, displace¬ 
ment through competition, loss in resources 
through land policies urban-based in¬ 
dustrialisation, etc, women through their 
engagement in subsistence activities reduce 
the severity of the impact on the individual 
household. Their traditional work sustains 
the family household giving men an oppor¬ 
tunity to seek remunerative, more prestigious 
but uncertain and irregular employment. In 
a number of African countries men work in 


plantations while' women produge food 
crops on own land [Stamp, I9S9]. in India, 
also when men migrate to cities, it is the 
women who stay behind to cultivate the 
family’s fields [Acharya, 1988; FAO, 1991 ]. 
Apart from providing basic necessities such 
as food, fuel, fodder, manure, eggs, milk 
products, etc, women’s work enables the 
family to retain land or livestock, which are 
basic household assets, thus providing 
economic security. Women’s work underpins 
upward mobility which can take place when 
by combining men’s with women’s efforts the 
household can generate a surplus. Women’s 
economic activities of production for family 
use in cultivation, manufacturing or gather¬ 
ing reduce the money costs for the house¬ 
hold and release the surplus for investment 
to expand family resources like land, 
livestock or irrigation or found a family 
enterprise All instances of women’s unpaid 
labour in the household fall into this 
category [Jain, 1982]. 

The shift to ‘household responsibility’ 
system in China replaced a system of 
recognising the share of each person in the 
communf through work-points tb the 
household by the household responsibility 
system where women’s contribution reverted 
to the category of family labour. Once the 
required quantity of labour and produce was 
turned over to the commune, the individual 
household could cultivate ext ra land or rear 
livestock and sell the produce freely in the 
market. Introduced as an incentive to 
increa.se productivity, the system served to 
increase the ‘invisible’ work of women 
[Kelkar, 1985], in India, in most rural 
households livestock tending is entirely 
women’s work, and the surplus generated is 
used lor investment in land [Agarwal, 1985]. 
Surplus for the household is also generated 
through inferior entitlements to women fur 
human resource development such as pre¬ 
paration of food, health care and education 
ol children. ]Papanek, 1991 ]. 

The connection between what appears as 
a family strategy and the macroworid of the 
economy and the state becomes apparent 
when we consider how the strategy evolved 
and who benefits. Development typically 
reduces the resource base of the poor 
household. Men are drawn into the commer¬ 
cial sectors through land, forest, industrial 
policies and women's work becomes an in¬ 
strument for ensuring survival or mobility. 
The state is absolved of the responsibility to 
provide employment and welfare benefits to 
the di.spossessed. By undertaking production 


of goods and services that are market 
substitutes and continuing to do this under 
less and less favourable circumstances, 
women work longer and longer hours for 
less and less returns. They are ‘self- 
employed’ and ‘self-provisioning’ with no 
rights to unemployment relief or social 
security. They cope with their resource- 
lessness by drudgery denying themsdves rest, 
leisure, education or other opportunities to 
acquire skill. It would not be an exaggera¬ 
tion to claim that the masses of womgn in 
third world bear on their shoulders the cdst 
of development. 

Using a general framework for women 
and development in rural econamjes of the 
third world out lines by Acharya (Acharya M, 


Tabu 3: Caste Distribution in 
* TwoViilaoes 

{Per cent of total households) 



Othawane 

Adeli 

Maralhas 

69 

37 

Brahmins 

Bhandaris and other 

7 

3 

backward castes 
Mahars 

15 

50 

(bamboo workers) 

9 

10 

Total 

100 

100 


Iabii 4: Ranc.e oi Occui’at ions Other Than 


C'uIIIVATION AMONt, 

Househoids 

IN Tvm 

Vn i.ACiES* 


Occupation 

No of Households 


Othawane 

Adeli 

Dairy 

II 

112 

Vegetable selling 

1 

66 

Poultry 

2 


fishing 

1 


Tailoring 

1 

3 

Carpentry 

8 

1 

Bidi rolling 

10 

1 

Shop 

8 

II 

Petty trade 

7 

44 

flour mill 

1 

1 

Theatre company 

4 

— 

Teaching 

4 

4 

factory 

12 

178 

Pension 

II 

1 

Olfice work 

13 

21 

Ciovernmcni service 

6 


Manual work 

183 



* excludes bamboo households; some house¬ 
holds combine these activities with agricul¬ 
ture. 


Table 2: Types of HouseMolo Production 


Factors 

Subsistence 

Market Link^ 

Materials 

Direct access to means of production, 
through ownership or free access to natural 

Supplied in part of full by 
employer 


resources 


Producers 

Undertake all process; 
sexual division of labour 

Time- or piece-rated wage 
workers for specific processes. 

Ultimate 

Household itself or immediate local 

Distant markets 

consumers 

consumers. 
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Diagram 

Sectors of the Economy for Third world Women 



I9S3] wc can derive kmm geneiai con- 
dutloib (ice dkgrain). 

Sphere.l, family maintenance work, covers 
the whole panoply of activities that women 
perform within the home such as cooking, 
deaning, washing, care of the sick and elder¬ 
ly, repair and upkeep of housi^ aiid other 
assets. Household production can include 
yarious non-mafketed goods that are col¬ 
lected. gathered or processed within the 
home: for example fetching of water, fuel, 
fodder.pther forest piodpee. These tasks are 
generally clubbed- together as 'domestic 
work’; whileinen may participate matginai- 
iy, the respoittibility fails predominantly on 
women. Tliis work is considered ‘natunl’ for 
rural women and a somewhat smaller range 
of urban women. Even among the urban 
poor, many items are obtained by foraging 
or collecting so. as to avoid a cash outlay. 
Labelled 'domestic work' sphere I activities 
tend to be 'invisible^ and%ion-vaiued but they 
have primary significance, since they make 
possible the participation by other members 
of the family in other spheres- although 
sphere )1, the family farm and related ac¬ 
tivities of 'subsistence* work, is more visi¬ 
ble than that of sphere 1. The produce being 
more concrete, its value can be more easily 
imputed. Where households become pro¬ 
sperous, Avomen may be withdrawn from 
sphere II into sphere 1 for teaMns of 'family 
honour*. In such cases women’s outdoor 
work is conceived as status reducing 
inasmuch as it reflects a man’s incapacity 
to support* his wifp. At the level of sphere 

III women may enter into wage-relations 
that are 'iharkettbased though remnants of 
traditional ties may still operate: Differen¬ 
tial access to sphere 111 is governed on a 
gender basis. Where opportunities are 
limited they tend to be apportioned to men, 
but particular circumstances may also play 
a role Absence of male support or lack of 
ownership of critical resources such as land 
may push women from sphere II into sphere 

III. Sphere IV marks the completion of tran¬ 
sition to the modern sector through trade 
and migration. For women, access to sphere 

IV is even more difficult than to sphere III 
because it is harder for them than for men 
to work outside the home or the village. 

The model can be applied to work and 
reward structuring for women in rural 
economies in much of the third world. The 
analytical significance lies in the virtual 
oclusion of women from spheres III and IV. 
For their part women who sustain the sur¬ 
vival of the households at low cost help to 
generate a surplus for the economy as a 
whole and in particular for the benefit of 
those groups in society that control spheres 
III and IV. In the case of India the 
ideological structures that sustain caste, 
gender fend family kin hierarchy provide 
potent instruments through which this 
surplus is appropriated by spheres 111 and 

IV. In other regions, other ‘traditional’ in¬ 
struments may be found to be utilised for 
the same purpose. Even if no surplus is 
generated, women’s work performs the func¬ 


tion of providing basic security in urban as 
well as rural households. 

Our study of women’s work and family 
strategy in a particular craft in a particular 
location as a type of subsistence production 
provides a concrete example of this process, 
it was undertaken as a research on family 
strategy in the context of a downwardly 
mobile and socially disadvantaged group. 
With surprising neafness the findings fitted 
into the women-subsistence production- 
development model outlined above. They 
can be seen as part of a broader, ongoing 
pattern in the third world. In the Indian con¬ 
text our data illustrate the retention of tradi¬ 
tional caste-linked forms of production. 
Craft workers in our sample belong to the 
scheduled’ or ‘untouchable* castes and carry 
on their trade under conditions of exchange 
stipulated by custom. In the two villages 
chosen for the study the upper castes and 
landowners serve as the patrons upon whom 
the craft workers depend. While in one of 
our villages the craft was still vigourously 
alivd, in the other its significance was on the 
downgrade, in the former village, entire 
households were engaged in the craft; within 
them we found differential allocation of 
work and reward according to gender. 
Women alone observed the customary 
obligations of domestic service and produc¬ 
ed cane items for ceremonial use by upper 
caste households. They also depended upon 
them for raw material and furnished them 
with the finished products, open sale being 


less significant. In the second village where 
the craft was declining alternative sources of 
livelihood options had to be sought in the 
form of local wage work or migration. Men 
generally took advantage of these options 
while women continued the craft. The village 
where the craft is dominant has established 
links with market economy through the 
development of a cash crop in the area. In 
the second village, the incorporation into the 
market economy has involved both access 
to non-farm activity and a limited access to 
urban markets for craft products. The im¬ 
plications for women in terms of en¬ 
titlements to household resources and 
customary caste obligations are gloomy in 
the first village and somewhat more promis¬ 
ing in the second but in both cases there is 
a market gender differential with respect to 
work and rewards for work. Family strategy 
in the collective household production unit 
entails disadvantages for the women. By 
comparison where individual earnings in¬ 
crease, family strategy may lessen the 
burdens on women, although the strategy 
itself gives greater options to men and 
sustains the subordination of women. 

II 

A Profile of the Region 

TVio villages in the western coa.stal belt of 
Maharashtra were selected for our study of 
cane-bamboo workers because census data 
of several decades registered the continued 
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presence of this group of artisans in this 
area. The Konkan region was historically a 
prosperous sea trading area, with dew 
forests and viable agriculture. Over the last 
300 years, the Konkan aperienced economic 
shocks of such severity as to induce overall 
decline British control of Uw seas wiped out 
local maritime trade The forests were 
depleted to supply teak for building ships 
and railways. Privatisation of land rights a;^ 
transference of commonly held forests to 
private owners or the government reduced 
the access of villagen to common-property 
resources, like grazing land, raw materials 
from forests such as fuel wood, fodder, 
herbs, seeds, berries, etc [Govemmeqt of 
Maharashtra, 1981-82]. The cumulative 
result of these forces was that about a 
quarter of the forest area ended up in private 
hands, and continuous exploitation of 
forests reduced 40 per cent of the land area 
to wasteland [KKV, 1983]. Contractors en¬ 
couraged illegal felling and influenced 
government policy into making preferential 
allocation of wood to themselves. Being a 
forest crop bamboo became increasingly 
scarce to village craft workers. Report after 
report on rural crafts bemoans the difficul¬ 
ty of getting raw material. At present 
bamboo workers have to buy their raw 
material from landlords or traders. 

The typical villd^e in western India is 
essentially agricultural with crafts supply¬ 
ing the needs of the inhabitants for non- 
agricultural goods and services. Daditionally 
12 categories of artisans ^nd village 
servants—carpenters, blacksmiths, gold¬ 
smiths, barbers, cane-bamboo workers, etc) 
were known as ‘balutedars’. They operated 
according to a customary system of produc¬ 
tion relations known as balutedari. Each 
landowner-cultivator, usually a member of 
an upper caste paid a certain grain share at 
each harvest to the balutedars in return for 
their products and services [Altekar, 1927]. 
The claim to a grain share was a heritable 
right, passed on from generation to genera¬ 
tion. Unlike the organisation of craft pro¬ 
duction in Europe under guilds, crafts in 
India were subject to a caste hierarchy which 
stipulated the social status as well as the con¬ 
ditions of exchange. The craft household was 
indeed guaranteed maintenance by its 
recognised claim to a cert*n percentage of 
the village produce, this security was con¬ 
ditional on its acceptance of subordination 
in relation to the upper castes, a subordina¬ 
tion sustained by stipulations regarding 
dress, conduct, rituals and the unilateral 
privileges of the high ranked households to 
demand a number of personal services. The 
labour of the entire craft family-household 
was available to the upper castes. This ine¬ 
quality implied domestic services by women 
from craft households such as cleaning the 
courtyard, threshing and cleaning grain, cut¬ 
ting wood, and clearing leaves from orchards 
and vegetable gardens. Lower caste women 
were not allowed inside the homes of the up¬ 
per castes. Gender speciHc descriptions of 
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obligatory work are not available in ofTicial 
tecords but there are glimpses of them in the 
Gateleers or in the work of sensitive 
historians for [e g. Fukazawa, 1982]. The 
cane-bamboo workers belonged to the 
mahars—an untouchable caste who were 
generally housed on the village ouukirts and 
were traditionally associated with unclean 
or ptRlutItig tasks such as clearing refuse and 
removing corpses. They also served as wat¬ 
chmen and beat drums on festivals. 

Ibchor a number of mahars haveVonverted 
to Buddhism in an attempt to escape the 
tyranny of caste but their economic 
backwardness has Kept them vulnerable to 
Inany aspects of caste subordination. For 
more than a century the region has been 
characterised by heavy migration. Many 
crafts have disappeared altogether or declin¬ 
ed in importance. The system of balutedari 
has atrophied but survives in one form or 
the other in different areas. Fbod crops are 
being replaced by horticulture. Development 
activity has created infrastructure such as 
roads, post offices, banks, electricity, schools 
and health centres. Considerable politicisa¬ 
tion of the people through the experience of 
election campaigns has taken place Govern¬ 
ment schemes for loans and extension ser¬ 
vices together with a vast administrative 
structure that spans all the way from district 
headquarters to the village level ‘panchayat’ 
confer political influence and new forms of 
privileges on the rural elite Typical of the 
Konkan this side effect of the development 
process is, in effect, to be found all over rural 
India today. 

Ill 

The Villages 

Our study was organised in three phases. 
Thetirst stage was a house to house survey 
to obtain details of caste land ownership, 
cropping patterns, levels of income liter^, 
migration as well as the number of family- 
households with caste rights (balutedari) 
over the bamboo households. The survey 
was followed by a detailed study of the cran 
households, focusing primarily on the 
organisation of work. In the third phase fur¬ 
ther in-depth interviews were held with 20 
craft women from each of the two villages 
with regpect to their entitlements, socialisa¬ 
tion, education, hodth, food, marriage-gifts, 
fertility, family planning and mobility. The 


data gathered during this suge of the study 
are somewhat sketchy. We present the fin¬ 
dings from these interviews as tentative 
rather than definitive: However, certain pat¬ 
terns emerge fairly clearly. 

The two villages present a contrast not on¬ 
ly in their social and economic structure but 
also in their response to changes. We shall 
begin by describing their mgjor features 
reserving our observations on the bamboo- 
creft-houscholds to a subsequent section. 

Village Othawane lies in Sawantwadi, an 
erstwhile princely state. The total number of 
household in the village is 363 oT whom 34 
are bamboo workers. The caste composition 
is given in Ihble 3. 

The average household size is 4.9. Among 
the bamboo family household it is 4.3. 
Nearly 90 per cent households own less than 
Eve acres. Of the remaining who own more 
than five acres, only 3 per cent own 10 to 
15 acres. The upper castes own more land 
than the other castes (Ihble 5) A large pro¬ 
portion of households (36 per cent) have sent 
males outside the district as well as to 
Bombay. The repotted per capita annual 
income is around Rs S,CX)0 at 1984-83 prices 

In Othawane, with many households no 
longer depending solely on agriculture (Tkble 
4) the demand for bamboo items traditional¬ 
ly made by bamboo artisans has declined 
Only 45 per cent of cultivating households 
continue to have bamboo balutedars ’attach¬ 
ed’ to them. A pan from bamboo workers, 
there are a few other artisdns and village ser¬ 
vants. Cash crops form a high proportion 
of total agricultural production in village 
Othawane but in absolute terms, the acreage 
under ail crops is lower in Othawane than 
in the other village, Adeli. 

In Othawane, adult male literacy is 71 per 
cent and adult female literacy is 39 p^r cent. 
In the school-going group 77 per cent of the 
boys and 71 per cent of the girls attend 
school. Historically erstwhile rulers of the 
princely state of Sawantwadi, to which this 
district once belonged—had carried out 
educational reforms. The high percentage of 
literacy and schooling may also be due to 
the prevalence of heavy migration and 
growth of employment requiring a certain 
degree of education. 

Overall literacy, however, hides the tact 
that educational advancement is confined to 
the upper castes. Among the bamboo 
family-households adult male literacy is It 
per cent and adult female literacy is 2 per 


Table 5: Caste and Land Ownership in Two Villages 


Caste 

Othawane 

Adeli 

Land (Acres) 

Per Cent of 
Total Acreage 

Land (Acres) 

Per Cent of 
Tbtal Acreage 

Marat has 

637 

56 

1471 

44 

Brahmins 

138 

12 

91 

3 

Bhandaris 

117 

10 

1751 

52 

Other backward castes 

236 

21 

6 

— 

Bamboo workers 

19 

2 

22 

1 

Ibtal 

1147 

100 

3341 

too 
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cent. Less than half of the children in these 
families attend school. 

Village Adeli is located in Vengurla taiuka, 
a former seaport with its hinterland. The old 
jetty is still in operation, though no longer 
used for overseas trade Out of a total of 446 
households in the village, 44 ate bamboo 
family-households. The average size of the 
households is five in the village as a whole; 
it is four among the bamboo workers. 
Typically, the upper castes own a sizeable 
proportion of land. The bamboo-family- 
households own a mere 0.6 per cent 
(Table 5). 

Agriculture and related activities like hor¬ 
ticulture dairying and poultry keeping sus¬ 
tain mote than 50 per cent of the households 
who derive their total income from this sec¬ 
tor. Petty trade, factory work and other 
salaried occupation engage others. Those 
who engage in manual labour for wages, 
apart from, agriculture is insigniHcant. 
Migration is only in 11 per cent of 
households. The most striking feature of this 
village IS that unlike in Othawane, here, prac¬ 
tically all the landed households have the 
balutedari connection with bamboo house¬ 
holds. Apart from cane-bamboo workers 
there are no other artisans in Adeli. 

Adult male literacy in Adeli is 67.8 per 
cent and adult female literacy is 52 per cent 
among all the household excluding bamboo 
households. The higher female rate is the 
achievement of upper castes who can now 
afford to send girls to schools as they can 
be released from domestic work. This is at¬ 
tested by the higher incomes of Adeli village 
as compared with Othawane. The median 
per capita annual income here is Rs lO.CXX)- 
15,000. Among school age children 74 per 
cent of the boys and 69 per cent of the girls 
attend school. Literacy levels among bam¬ 
boo households aie abysmally low; it is 1 per 
cent for males and nil among females. 
Village Adeli can boast of a full-fledged high 
school and an active social welfare 
organisation. 

In both villages upper castes are impor¬ 
tant numerically. ‘Bhandaris’ who belong to 
the category of backward castes constitute 
15 per cent in Othawane but form SO per 
cent in Adeli. They are also important land 
owners in Adeli (%ble 5). The absolute size 
of acreage under paddy, mango and rash 
crops in Adeli exceeds that of Othawane. The 
patterns of land ownership and the impor¬ 
tance of paddy as a crop in total cultivation 
seem to account for the greater prevalence 
of balutedari in Adeli (Thble 6). Migration 
and other forms of non-farm activity are 
mote frequent in Othawane than in Adeli. 
While education is more advanced in Adeli, 
it is confined only to the upper castes. The 
literacy level whether among adults or school 
age children is low for the bamboo family- 
households in both villages but is 
significantly lower in Adeli. Government 
schemes for horticiilure promotion have 
vastly expanded mango cultivation by the 
upper castes. The Marathas are alto well 
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mobilised politically and have obtained 
several other village improvement schemes 
from the government. On the whole Adeli 
is richer than Othawane Despite modernisa¬ 
tion in the form of the expansion of a pro¬ 
fitable ca.sh crop, the landed castes have re¬ 
tained traditional balutedari relations with 
their bamboo artisan dependents. 

Bamboo FAMtiv-HousEHOLDLS 

Bamboo workers are self-employed in a 
hereditary occupation. The work is done in 
family units with all members participating 
in it, though not in equal mea.sure. The 
method of production is traditional, all 
items being hand-woven with the use of a 
minimum of tools. The oply cati'P"’®"* 
cutting is a siC/kle and for stripping, k knife. 
Skill in weaving and stripping is a question 
of practice and is passed on from elders to 
younger family membe^. The scale of pro¬ 
duction is extremely .limited. With large-scale 
depletion of forest cover, these households 
face acute scarcity of bamboo. For the 
limited supply they have to compete with 
paper mills which buy in bulk and can ob¬ 
tain concessional rates. The milts also teceive 
preferential allotment of bamboo from state- 
owned forests. The upper and backward 
caste cultivators grow some bamboo in their 
own backyards for their own use, as for 
house construction and sell some of their 
surplus to the bamboo workers. Additional 
requirements are obtained from the market. 
Since they buy only a small quantity at a 
time—no more than four or five bamboos, 
purchasing in the market is inconvenient. 
Some bamboo households own insignificant 
amount of land which they use for paddy 
cultivation. In their homesteads, there is no 
space for growing their own bamboo. The 
products turned out are utility items used for 
agricultural and related operations such as 
containers and mats used for cleaning, 
sorting, sieving and drying grain. Screens, 
mats for sleeping, baskets for poultry, etc, 
are also woven. Bamboo work is the major 
occupation for the majority of these 
households, it is supplement^ by wage 
work in other peoples’ farms during the 
agricultural season and farm work on their 
own land, if they own any. 

From the accounts of informers in the 
village as well as historical records like the 
Gazetteers, it appears that in former times 
the amount of rice accorded to bamboo 
workers by the landowning households in 
exchange for bamboo items was sufficient 
to provide a decent measure of subsistence 
ne^ Tbday, with a rising population, rising 
costs of living and weakening of community 
tics, the customary measure of rice has 
become inadequate for the bamboo workers. 

We employ the term head of household 
to signify the person wliose authority is 
recognised by the other members. In 
Othawane out of 34 households, only thrae 
were headed by women and land ownership 
was insignificant. The thrae feraale-haadad 
households turned out to be the p oo raat . 
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In Adeli out of a total of 44 bamboo 
households. 35 had male heads and nine 
were female heads. The ‘household head’ is 
generally the eldest male, otherwise, his 
widow. The term ‘head’ here does not 
necessarily connote major economic respon¬ 
sibility because women in any case were the 
major contributors to craft production. 
Whatever land was owned was registered in 
the names of men. Only one woman among 
the nine widows had a little land. TWo 
widows were destitute, living and surviving 
on a very meagre welfare grant of Rs 60 per 
month given by the state government under 
a scheme called Sanjay Gandhi Niradhar 
Yojna (Plan for Destitutes). 

There were more male bamboo worker 
migrants in Othawane than in Adeli. Not all 
of them sent money home. Only in some 
cases, did the households derive a distinct 
benefit. The migrant is rarely the ’head’ 
(male or female). It is rather the younger 
men who leave for the city. Significantly, not 
a single woman has left the village in search 
of alternative work. Migration of a house¬ 
hold member is part of family strategy only 
for a few and the additional resomccs so 
generated in this fashion are significant only 
in two or three cases. While the majority of 
the households were nuclear eight of them 
in Othawane and six in Adeli were joint 
households. The joint households have more 
flexibility in their economic strategies as we 
shall ^ presently. 

The economic significance of craft pro¬ 
duction varies as between the two villages 
(Tkble 9). In terms of income levels of 
bamboo-work households Othawane is 
worse off than Adeli. In Othawane, the per 
capita yearly income of the households is 
Rs 1,570 whereas in Adeli it is about 
Rs 2,100. Even more significantly there are 
more households in the Rs 1,000-2,500 In¬ 
come category in Adeli than in Othawane. 
Similarly, Othawane has at least eight 
households below Rs 1,000, whereas Adeli 

Tasl^ 6: Land under Dofereni Crops 
IN Two Villages 

{Acreage under culnvanon) 


Crop 

Othawane 

Adeli 

Paddy 

351 

1793 

Mango 

254 

988 

Cashew, coconut 

435 

514 

Pulse, vegetables 

107 

35 

Total 

1147 

3330 


Table 7: Income Disfribution in 
Two Villages 

Income Group Percentage 

Per Capita Annual Distribution of 

in Rs Households other 


than Bamboo- 
Households 



Othawane 

Adeli 

Less than 5,000 

58 

3 

5.0W - I0,0l» 

30 

32 

10.tn - 13.000 

6 

38 

13.000-e 

0 

23 
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has only three. In the above Rs 3.000 group 
there .are six households in Adeli but only 
three in Othawane. Craft income is sup¬ 
plemented by other work in both but village 
Othawane has a greater percentage deriving 
their income from other sources. The 
reliance on craft as a primary family strategy 
in Adeli is apparent. 

The nature of bamboo work in Othawane 
and Adeli: 

The quantity of bamboo purchased 
reflects the relative demand for bamboo pro¬ 
ducts in the two villages. In Othawane while 
the quantity purchased varies from house¬ 
hold to household, depending on resources 
(available labour and money) the average 
purchase does not exceed four bamboos, 
bought once or twice a week, monthly con¬ 
sumption per household was 17. In Adeli 
the average monthly consumption per 
household was 35. 

The source of raw material supply also 
differs. Adeli bought almost all its taw 
material from upper caste households. In 
some cases the upper caste advanced the 
bamboo or advanced money and bought 
back the product. The dependence on 
landowners is obvious. In Othawane more 
households bought their requirements from 
the nearby town market. Bamboo house¬ 
holds of Adeli took advantage of subsidis¬ 
ed loans from a balutedari society for buy¬ 
ing bamboo, but nearly half of them used 
the loan for consifmption or for paying off 
old debts. 

The selling patterns were also different. 
In Adeli, the bulk of the products was 
disposed of within the village, whereas 
Othawane was taking advantage of nearby 
urban markets to a greater extent. Only four 
households sold within the village. 

Product specialisation in the two villages 
was also different. Othawane produced 11 
items while Adeli produced only five items. 
The proximity of Othawane to the urban 
market, perhaps oiplains this diversification. 
Adeli pr^uces packing baskets for the fruit 
season. In both vili^es drying mats for rice, 
winnowing trays and small baskets for 


various purposes are in regular demand from 
cultivating families. 

WOMEN’S Work 

, For examining women's work as a family 
strategy we are using the term strategy not 
so much in the sense of a conscious, rational 
or planned choice but more as a response 
to a given situation. We can postulate five 
basic categories of activities typical of that 
households; Co-residence, repr^uction, pro¬ 
duction, distribution and transmission. All 
of these aspects are influenced by cultural 
codes, a gender division of labour and 
legitimised hierarchies of caste and kinship. 
Over a period of time, household composi¬ 
tion and function change to meet altered 
labour needs. Rescheduling or resequencing 
of activities may take place. The process can 
be legitimately analyst as part of ‘strategy’. 
We were not, however in a position to 
explore all of these dimensions but restricted 
our study to work and reward. 

As craft work is intermittent and the 
various items prepared are often made by 
more than one person, it was difficult to 
arrive at any precise estimation of the money 
value of women’s contribution. From figures 
of purchaM of bamboo and sale price of 
bamboo items we could deduce only family 
income as a whole. 

The questions we pose with regard to 
women’s work are as follows. There is both 
bamboo work and farm work in these 
villages. How docs this affect women’s 
work? In Othawane, wage work piedommate 
Do women have access to it? Does wage 
work provide greater control over family 
resources? What could be the reasons for 
greater migration from Othawane? Why ate 
women not migrating? Does the ocistence of 
customary obligation to landed households 
reduce chances of upward mobility? The 
existence of more agriculture and horti¬ 
culture in Adeli would appear to provide 
greater resources for households in Adeli. 
But how does this benefit women within 
these households? 


Work Pattern among Women 

AND I^EN 

In Adeli, about 84 per cent of households 
receive more than two^hirds of their total 
income from bamboo work and about 67 
per cent subsist totally on this craft. Both 
men and woihen engage in craft work, but 
men’s work is intermittent while women’s 
work is continuous. In the nine female¬ 
headed households as well, craft inconw is 
the major source of income but much 
depends on the age of the woman and the 
number of other family members. In two of 
the female-headed households which are 
landless, the family supplements its income 
by sending the daughter for wage work on 
others’ farms or orchards. In the case of two 
landowning women, who have three acres 
and one acre respectively, there are married 
sons who cultivate the land, while the 
women ply the-craft. For those households, 
where the average number of adult workers 
was three or more, supplementary work 
irecame possible This was usually under¬ 
taken by men except where there were none 
in the household. Horticulture as a source 
of direct .income is significant only for the 
better off landowners. Among bamboo 
households, only 14 households have a few 
fruit-bearing trees. The yield contributed no 
more than 10 to IS per cent of total family 
income, and that also only in 15 per cent of 
households. Landowning since it was 
marginal did not influence options so much 
as the number and gender of the household 
members. Horticulture development in the 
village was, however, important as it increas- 
Tabi t 9- Proportion of Income from 
D iiirRrNi Sources among Bamboo 
Householus in Two Villages 


Source of 
Income 

Per Cent Total Income 

Othawane 

Adeli 

Bamboo work 

44 

77 

Wage work 

53 

10 

Family (arm 

3 

8 

Welfare Gram 

Nil 

5 


Tabi r 8: Mk,ration from Bammh) Households—Who Migratfd.Why’* 


Relationship lo 

Head of Household 

Duration of 
Migration 

Present Work 

From village Othawane 


1 Nephew 

10 years 

Hospital ward boy 

2 Son 

10 years 

Hospital ward boy 

3 Son 

6 years 

Manual work 

4 Brother 

5 years 

Doing factory work 

5 Son 

3 years 

To look for job 

6 Brother 

2 years 

Works in an office 

7 Brother 

Recently 

(peon) 

Manual labour for 

8 Brother 

Recently 

day wage 

In educational 

Fmiti Village Adeli 

1 Son 

12 years 

establishment 

Works as labourer 

1 Nephew 

6 years 

in Dockyard 

Factory work 

3 Son 

1 year 

Factory work 
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Place of Migration 

Frequency of Visits 

Remittance Sent 
(Rs per month) 

Bombay 

Once a year 

Brings when he 
comes Rs 500-700 

Bombay 

Once a year 

100 

Bombay 

Once in 5 years 

Nil 

Bombay 

Once a year 

SO 

Bombay 

Not come so far 

Not sending anything 

Kudal (nearby town) 

Only for festivals 

100 

Mangaon (nearby 
town) 

Once a month 

100 

Mangaon (nearby 
town) 

Once a month 

50 

Bombay 

Once only 

Rs60 

Bombay 

Not come 

Do not send any 

Bombay 

Not come 

Do not send any 
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ed the denmid for taikets. 

In OthvHuie; income frqm cnft, con- 
^bute* more than two-thiidt of household 
income only to 38 per cent of households. 
Leu than S per cent of households subsist 
totally on th^ craft income. In four female¬ 
headed households, survival was organised 
differently according to the composition of 
the household, ^n one case the mother who 
is too old to work depended entirely on wage 
work done by her unmarried daughter. 
Another had a tiny piece of land, and thrM 
sons to help her. The third lives alone with 
a young child and subsists solely on craft. 
The fourth lives alone, relies primarily on 
craft but also does wage work when it is 
available In the male-headed households, 
diversification is greater when there are more 
members, but craft work is predominantly 
done by women. In some of the bamboo 
households, women as well as men do wage 
work but women do fewer number of days 
than men. In Othawane, in sum the first 
preference for wage work is given to men. 
In Othawane for the bamboo households the 
major source of income is wage work as 
hired labour in field crops, fruit farms or 
other manual jobs. In Adeli, wage work was 
not so important. 

Adeli displays marginal gender dif¬ 
ferences; in Othawane the contrasts are clear. 
Buying and selling in Othawane are 
dominated by men while manufacturing is 
mainly women's work. I’arl of the reason for 
the appropriation of marketing by men is 
that it is carried out outside the village in 
the nearby town. 

Ill Adeli where bamboo work is signifi¬ 
cant for all households, participation of men 
in different processes is nearly equal. When 
wage work becomes important as in 
Othawane women bear the brunt of craft 
work. Once again, the specialisation in crafts 
by women alone is apparent in Othawane 
whereas in Adeli there is near equality bet¬ 
ween men and women. 

Product specialisation can also be seen in 
the kind of items made by women and men. 
Women make winnowing trays, big sieves, 
small sieves, mats, rain umbrellas and box 
containers, all of which are intricately woven 
and take up longer hours. Men specialise in 
loosely woven large baskets; the work is not 
intricate and can be done easily within a few 
hours. Some products such as small baskets 
and screens are manufactured by both men 
and women. 

The big, loosely woven baskets made by 
men ate required in large quantities during 
the fruit season and are sold in the market. 
Women’s products are needed. almost 
throughout the year and are mainly sold 
within the village 

In adilition, women's products include the 
packet of ‘custonuuy’ offer to upper castes. 
There is a special package of seven items 
known as ‘Avathan’ which have to be 
delivered to upper caste households on 
ceremonial occasions in return for rice and 
gifts of clothes. Avathan is prepared only by 
women, and made to order. These items do 


not have commercial value but only 
customary redue. In the case of bulk order 
items, meant for a wider market, it was 
obvious that though women often assisted, 
the orders were taken by men and the respon¬ 
sibility for their delivery was also men’s. 

When the family holds some land bam¬ 
boo work serves as the main occupation for 
men and women. When the land owned is 
mote than marginal, and work on the family 
farm or horticulture the main occupation 
bamboo work becomes secondary for men 
but primary for women. Where there is no 
land at all wage work rather than craft takes 
precedence for both men and women, but 
with limited availability of jobs, the first 
preference is always for men. Where there 
are a number of women in the household, 
younger women alternate between bamboo 
work and wage work or look for other alter¬ 
natives. The larger issue here is the implica¬ 
tion of all these choices for the status of 
women. We have seen that women’s work is 
utilised preferably in family enterprise, in 
this case a traditional craft, while other alter¬ 
natives including mobility are reserved for 
men. The craft which ensures survival but 
brings low returns is carried on primarily by 
women. They are not helpers in the family 
craft but the main contributors. They per¬ 
form the role of risk bearers, providing the 
household with the basic minimum sub¬ 
sistence which permits male members to seek 
alternatives. As women’s work in this 
capacity is indispensable, they are not free 
to take advantage of opportunities. Even 
within the craft, men tend to specialise in 
commercial operations, while women are 
consigned to the traditional village system 
of customary exchange. 

It must be remembered that women’s craft 
labour comes in addition to their domestic 
tasks—cooking, sweeping house and court¬ 
yard, fetching water, washing clothes and 
vessels, cleaning rice childcare house repair 
and maintenance (e g, plastering floor, kit¬ 
chen stove rooO, collection of fuel, fodder, 
and cowdung. The average time spent in 
such work amounts to nearly fifty hours per 
woman per week. To this load is added 56 
hours of craft work. Women manage by 
sharing out the burdern among themselves. 
Men and boys do'not often help in house 
work. One woman in a household is usually 
in charge of both cooking and craft. Younger 
women (daughter-in-law, sisters-in-law, un¬ 
married daughters) undertake the more 
strenuous jobs, such as collection, cleaning, 
cattle care. An elderly woman, perhaps a 
widowed mother-in-law or sister-in-law 
generally does pot participate in outdoor 
tasks but concentrates on bamboo work. 
When there is only a single woman in the 
household, with rare exceptions she concen¬ 
trates on craft production. ' 

Caste-Bondage 

Avathan as discussed earlier is always 
prepared by women. In Adeli the bamboo 
iiouseholds depend upon orders from upper 


caste and other landed boutebokli for most 
of their production. Women and girls also 
work as domestics in these upper caste 
households whenever summoned—cleaning 
the courtyard, picking leaves in the orchards, 
watering trees, etc. When the bamboo- 
household is in need, an advance can often 
be obtained from thoe upper caste patrons. 

Household craft production, and male 
management of the household economy 
taken together with the appioiniation of the 
fruits of women’s labour in production and 
reproduction can be treated as a particular 
mode of production. The sexual division of 
labour is such that entitlement arising from 
women’s work cover subsistence needs of the 
household; while men’s earnings may at any 
time be greater, they are not always depen¬ 
dable. Exclusive responsibility for child rear¬ 
ing falls on women. They require accordingly 
work compatible with childcare, as well as 
a reliable source of necessities for children’s 
needs. The claim to women’s labour is 
established through kinship organisation, 
which sanctions men’s control over 
resources, and through various forms of 
symbolic rituals. Exogamy, patrilociJity and 
strict regulation of female sexual beha^ur 
ensure the subordinate position of women 
despite the centrality of their work for 
household subsistence. Example from other 
parts of the world are given in Afshar, 1985. 

IV 

Ideological Context of 
Ibtrahousehold Allocation 
of Resoiircea 

in addition to studying their craft ac¬ 
tivities, we asked the women about their 
education, age at marriage, childhood, 
delivery of their own children, family plan¬ 
ning, mobility, marketing, dedsion-making 
and assets. 

In Adeli the pattern of socialisation for 
boys and girls differs predictably with girls 
helping in all household tasks and boys not 
expected to do so. Patents do not consider 
schooling very important for girls. Gender 
decides their educational destiny. In the 
result adult female literacy is zero and only 
a quarter of girls in the appropriate age 
group go to school. Even this fraction is 
misleading. If we look more closely at the 
data, we find that only three out of the 44 
bamboo households send their daughters to 
school. One of these is a household which 
may be counted as relatively well off because 
the man gets a regular income as the village 
‘kotwal’ (watchman); he is intent on 
educating his daughter. The other two 
families send several grand children, each to 
the the local primary school. The tew sons 
(aged 18 and above) in two households who 
have been educated beyond primary school, 
have migrated to Bombay for work. Parents 
feel concerned that the younger generation 
does not wish to take up craft work. Except 
for one woman, who had lived with her 
parents in Bombay before marriage, all the 
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women mw no value in schooling. “What 
does school do to help us? Our life is full 
of toil and there is nothing we can do except 
continue working to keep ourselves alive. 
School is for people tike you", s^ Satyavati. 
“We live from day-to-day and have no 
thought about tomorrow. How can we plan 
anything?” says Suhasini. Adeli has good 
schooling facilities with a high school right 
in the village but it was only the uppercastes 
and other backward castes to some extent, 
who took advantage of it. 

As children, some of these women had 
been orphaned early and brought up by an 
uncle dr aunt or an elder brother. Others 
remembered a happy, carefree life with many 
brothers and sisters. Jayavanti's case is dif¬ 
ferent. Her father worked in the railways in 
Bombay and her mother served as a 
domestic Her father took to drink. She 
recalls seeing her mother being beaten by her 
father. “After my father’s death, my elder 
brother has taken the same road, I came here 
after my marriage I like it in the village here 
though it is a hard life I have learnt to do 
bamboo work from my mother-in-law and 
sister-in-law!’ To most women in Adeli, there 
was no significant change in their economic 
condition after marriage: Barring one or two 
exceptions, the women who had married into 
bamboo households came from families 
with the same occupation, thus reproducing 
in their own generation their hereditary low 
economic and social status. The practice of 
bride price has withered away—out of 20 
women, only Yamuna’s father had received 
a sum of Rs SO. Some of the women had 
been given jewellery, while the test had 
received nothing. Widow remarriage was 
non-existent. 

Among Adeli women who were past 
their fifties like Gopika, Chandrabhaga, 
Satyabhama and Gunvanti, the age at mar¬ 
riage was from 8 to 12 years. They had given 
birth to from five to eight children. The 
youngef women like Janaki, Seeta, Suhasini. 
Ledavati and Radha were married when they 
were over 17. They have fewer children: three 
or four. One of them (Jayavanti) has 
undergone tubectomy. As far as Adeli was 
concerned, though there are visits by the 
auxiliary nurse midwife (ANM) and the lady 
health visitor (LHV), no woman except 
Jayavanti has practised any family planning. 
All of them had deliveries at home. When 
asked whether they ever went to a doctor or 
hospital, the reply was that they only took 
the children or the men went. Many had 
never been examined by a doctor in theii 
lives. Pre-naul and post-natal care involv¬ 
ed following certain traditional practices 
regarding food and medicines, such as 
avoiding meat, fish or eggs. The mother-in- 
law or sister-in-law helped during pregnancy 
and child birth. The women rarely went 
home for delivery to their parents. During 
menstruation when they had to observe 
taboos against cooking other members of 
the family helped or if there was no one, aid 
was provided by neighbours. Food was 
always served first to men. When meat or 


fish was cooked the largest portion was kept 
for men. 

Family-kinship ties were very‘strong. 
Women looked forward to visiting to their 
parents if they were close by. Within the 
community, neighbourly n^works overlap 
with kin through marriage connections. 
Social interaction with non-kin is severely 
limited. The spatial isolation of the com¬ 
munity from the rest of the village further 
reinforces the sparsity of contact. The local 
religious festival which takes place once a 
year, and an occasional pilgrimage are the 
only diversions. None of the women had ever 
gone to a town or travelled a long distance: 
Many women sell products but only within 
the village. All decisions are by men in Ihe 
family be it marriage, sate or purchase: 
“They bring even our clothes”. Satyavati and 
widow Gokula-Ratna were rare exceptions 
who declared categorically that in their case, 
this was not so. The women keep only money 
for betel leaves and have no say on how the 
money should be used. As for owning any 
assets, only three households have land or 
livestock. 

Othawane is similar in many ways but 
some trends point to a loosening of tradi¬ 
tion. It IS difficult to say whether this is due 
entirely to changes in mode of production 
or proximity to a town. While all the adult 
women were illiterate, more children were 
going to school and more girls were begin¬ 
ning to go to school. A few had even passed 
seventh or eighth standard. Almost all the 
families had a son or husband working in 
nearby places or in Bombay (See lable 8). 
Women were doing only bamboo work but 
the men were dividing time between the craft 
work and labour on the farm or orchards. 
The number of upper caste households 
‘served’ by each bamboo household were 
fewer than in Adeli, just two or four. 

The age of marriage was from 16 to 20 
except for the women over 60 like Girija or 
Satyabama. The number of children per 
woman was much less (from one to three) 
than in Adeli. There were several cases of 
men having undergone vasectomy. The 
families of five women had received bride 
price for them. Others had been given only 
some token jewellery. They held no land or 
any other assets. Only Gopika, 62, a widow 


had 0.12 acres. Devaki’s husband had 0.25 
acres. 

While the older women had delivened their 
children at home; some of the young women 
like Gangubai and Jayshree had gone to the 
nearby town hospital. More than half of the 
women had immunise^ their children. Even 
though most marketing was done by men, 
Othawane women had made visiu outside 
the village and some also iMnt to sell their 
products. They voiced aspirations for a bet¬ 
ter life Girija, Bhagirathi, Kalpana, and 
Jayshree said with a deep sense of depriva¬ 
tion, “We wanted to go to school so much 
but our poverty came in the way. Our parents 
could not send us” [Literally in the 
vernacular, “How can I tell you, how much 
we longed to go to school!”] 

These contrasts cannot be taken as 
definitive but it is clear a change is begin¬ 
ning to be fell in Othawane where the craft 
is declining and wage work has increased. 
The implications are not easy to draw. Bet¬ 
ween hard manual labour at some one elsefs 
bidding and carrying on one’s own craft at 
home, the latter may appear preferable; but 
for women, the answers are not so straight¬ 
forward. The trade-off between uncertainty 

TaHII II PRIK ESSES UnDEKIAKEN BY Men AND 
Women in Bamboo Households 

(Per cent of all persons) 


Type of Activity 

Othawane 

Adeli 


M 

W 

M 

W 

Buying bamboo 

90 

10 

48 

. 52 

Culling 

Splitting in to 

54 

46 

52 

48 

strips 

5 

95 

49 

51 

Making items 

16 

84 

45 

55 

Selling 

75 

25 

50 

50 


Tabie 12; Cii nder Based Production ot 
Cane Bambcx) Items 

(Per cent of total production) 

Items 

Othawane 

Adeli 

Made exclusively 



by men 

12 

2 

Made exclusively by 



women 

75 

20 

Made by both 

1.1 

78 


Table 10: Princ ipal and Subsidiary Occupation oe Men and Women in Bamboo Households* 
As Main Work As Subsidiary Work 


Craft 

Cultivation 
Own Land 

Agri¬ 

cultural 

Labour 

Factory 
or Service 

Craft 

Cultivation 
Own Land 

Agri¬ 

cultural 

Wage 

Labour 

(1) 

(2) 

(3) 

(4) 

(3) 

(6) 

(?) 


Adeli 

Men 

Women 

Othawane 

Men 

Women 


4 

19 

11 

18 


I 

6 

11 

8 


This Thble refers to data collected from II bamboo households in Adeli and 10 bamboo 
households in Othawane which were selected for detailed indepth study. 
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of w«ge laboar uid security of craft might 
siso imply a tradooff twtwen kin-caste 
obligation and individual mobility. 

An Urban Experience 

in this context, it it interesting to see what 
happens when whole gioiqx of craft families 
move to uiban areas. In a different study this 
author undertook to survey 2000 cane bam¬ 
boo families in Bombay, [Krishnaraj, 
Deshmukh 1989]. She found th^ families 
had settled down in four distinct colonies. 
After their migration SO years previously, 
they had lost links with their rural families. 
Directly linked to the urban market, and 
totally released from caste obligations they 
had become commodity producers, selling 
their products at commercial rates. They 
have been able to organise themselves into 
a society, and to obtain concessions from the 
government through the Khadi and Village 
Industries Board. 

There is in Bombay a sizeable market for 
fish and vegetable baskets throughout the 
year. Here as in the village, production is 
carried on within family unit. Though men 
and women are involved in production, 
marketing is done predominantly by women. 
The children go to school and the families 
do not think that their children will continue 
in this occupation. We could not get detailed 
data about differential work patterns of men 
and women; from what we could gather, 
women’s share in production exceeded that 
of then. The direct access of women to the 
market was a big gain for the women. It is 
not therefore that craft-production in itself 
is an inhibitory factor but craft production 
tied to customary caste relations is certainly 
an obstacle to improvement in the economic 
and social status of women. 

State Policy 

This craft is by no means a dying one 
There is sufficient domestic demand but 
bamboo supply and marketing would need 
to be improved. Possibilities would be 
greater if the community organises itself. In 
each of the National Five Year Plans, the 
need to assist village industries has been a 
constant refrain. (Sabnis, 1988]. The pro¬ 
blems are well known; credit, marketing, 
technology and raw materials. The suc¬ 
cessive policy statements never took the form 
of precise blueprints but rather of statements 
of pious intentions. Recent years have 
brought a shift from dealing with the pro¬ 
blem at industry level to giving marginal 
assistance to individual craftsmen The 
ravenous appetite of paper mills and urban 
demand for housing materials threaten to 
price the craftsmen out of the bamboo 
market. None of the governmental plans 
have any explicit mention of women in 
crafts. 

Crafts must compete with modern in¬ 
dustries which can in many cases produce 
cheaper substitutes but their survival is not 
merely an economic problem—it is a social 
one involving the livelihood of millions of 
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httman beings. It is also an envinmiient^ 
one; the paper and constructioa industries 
have been more responsible for destruction 
of forestt than the traditional bamboo craft 
industry. The plastic alternatives to cane 
bamboo products are notbio-dqiradable: As 
a distinguished planner has written. 
"Industrial policy statonents have liud em- 
l^iasis on d^ntraiisation but none of these 
have ever incorporated detailed product 
plans, list of products and production-unit 
spedheation. Without involving the primary 
units of production, no policy measure can 
generate truly decentralised processes. In 
such a situation a policy statement turns out 
to be at best a directive document” [Jain, 
1988]. 

The basic requirement for increased 
labour absorption is that the pattern of de¬ 
mand itself should change in a more labour 
intensive direction. Women and men (more 
so. women) in crafts and other village 
industries are producing articles of daily 
consumption. If these crafts continue to sur¬ 
vive it is because they serve the needs of the 
people. Efforts have to be made to evolve 
a coherent policy that fits the vision of 
development with justice and equity. 

[This paper is due to appear in a volume to be 
edited by Vina Mazumdar and Hanna Bapanck 
as part of the set of project repons of a UN- 
Universily regional project. 

I am immensely grateful lo Viiu Mazumdar, 
Hanna Papanek and Malavika Karlekar for 
their valuable comments on earlier crafts. But 
for Alice Thorner’s painstaking editing, this 
paper would never have reached the publishable 
stage. I owe much to Divya Pandey for her 
assistance in Held work and for some of the 
historical sources. If flaws remain, I alone am 
responsible.) 
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Other benefits include CPF, Gratuity, Leave Encashment as per rules and orders of the 
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Protecting Women against Violence? 

Review of a Decade of Legislation, 1980-89 

Flavia Agnes 

Almost every single campaign against violence on women in the 1980s resulted in new legislations aimed at 
protecting women. However, these have had little impact. Why have these new enactments been ineffective in 
tackling the problem of violence on women? So long as the attitudes of the establishment remain anti-poor, anti¬ 
minority and anti-women, to what extent can laws bring social justice? 

This article reviews laws enacted during the 1980s and their impact on women against the backdrop of changing 
perspectives within the women’s movement. 


IF oppression could be tackled by passing 
laws, then this decade would be adjudged 
a golden period for Indian women, when 
protective laws were offered on a platter. 
Almost every single campaign against 
violence on women resulted in new legisla¬ 
tion. The successive enactments would seem 
to provide a positive piauie of achievement. 
The crime statistics reveal a different story 
(Thble I). Each year the number of reported 
cases of women killed or raped increased. 
The rate of convictions under these lofty and 
laudable laws was dismal (Ibbles 2 and 3). 
The deterrent value of the enactments was 
apparently nil. Some of the enactments in 
effect remained only on paper. Why were the 
laws ineffective in tackling the problem? To 
answer this question requires a complex 
analysis of the processes involved. 

Firstly, the laws, callously framed, more 
as token gesture than from any genuine 
concern to changing the status quo ot 
women, were full of loopholes. Also, in most 
cases there was a wide disparity between the 
initial demands raised by the women’s cam¬ 
paigns as well as the recommendations by 
Law Commissions and the Final enactment. 
Many positive recommendations of the ex¬ 
pert committees did not find a place in the 
bills presented to the parliament. The acti¬ 
vists and experts who had initiated the cam¬ 
paigns could not participate in the process 
of drafting the bills. 

The defective laws were welcomed by the 
movement as a First stepping stone towards 
women's empowerment. The questions, who 
was passing these laws and for whose bene- 
Fit, were seldom asked. The campaigns with 
their main thrust toward legislative changes 
could not keep up the pressure once a law 
was enacted. There was a lull and a false 
sense of achievement resulting in complacen¬ 
cy which took the pressure off the state 
machinery. Hence the implementation of 
these laws could be seldom monitored with 
the same zeal. While one organ of the 
state—the legislature, was over-eager Vo por¬ 
tray a progressive pro-women front by pass¬ 
ing laws for the asking, the other organs, the 
executive and the Judiciary did not reflect 
even this token concern at the level of inter¬ 
pretation and implementation. On the whole 
their functioning was totally contradictory 
to the spirit of the enactments. 

The campaigns themselves were limited in 
ICOP& At times, the issues raised addressed 


only superFicial symptoms and not the basic 
questions of power balance between men 
and women, the women's economic rights 
within the family and their status quo within 
the society. The solutions were sought within 
the existing patriarchal framework and did 
not arise from a new feminist analysis 
leading to empowerment of women. They 
seldom questioned the conservative notions 
ol women’s chastity, virginity, servility and 
the concept of the ‘good’ and the ‘bad’ 
woman in society. For instance, the rape- 
campaign subscribed to the traditional no¬ 
tion of rape being the ‘ultimate violation’ 
of a woman, reducing her to a state ‘worse 
than death’. It did not transcend the conser¬ 
vative deFinition of “forcible penis penetra¬ 
tion of the vagina by a man who is not her 
husband’’. 

The campaign against dowry tried to ar- 
tiFicially link ‘dowry’ which is property 
related, and ‘death’, which is an act of 
violence. II the campaign had succeeded, it 
could have benefited the woman’s brother 
and father. It would have failed to elevate 
the woman’s status in her matrimonial 
home, nor could it have ended domestic 
violence. So. any remedy, no matter how ef¬ 
fective and foolproof, to check the super¬ 
ficial malady, could not effectively arrest the 
basic trend of v iolence against women which 
results from women's powerlessness in a 
male dominated society. 

The campaigns and the ensuing legal 
reforms have certain commonalities. The 
campaigns were highly visible and received 
wide media publicity. In each case the 
government response was prompt. In most 
cases Law Commissions or expert commit¬ 
tees were set up to solicit public opinion. But 
most of the recommendations which would 
have had far-reaching impact did not Find 
a place in the Final enactment. Each enact¬ 
ment resulted in more stringent punishment 
rather than plugging procedural loopholes, 
providing guidelines for strict implementa¬ 
tion, setting time limit for deciding the case 
and extending compensation to the victim. 
The apprehension of legal experts both 
within and outside the women’s movement 
that stricter punishment would lead to fewer 
convictions proved correct. 

The question confronting us today is 
whether social change and gender jusfke can 
be brought about merely by passing stricter 
laws? Each law vests more power with the 


state enforcement machinery. Each enact- 
mem stipulates mote stringent punishment, 
which is contrary to progressive legal reform 
theory of leniency to the accused. Can pro¬ 
gressive legal changes for women’s rights 
exist in a vacuum in direct contrast to other 
progressive legal theories of civil rights? So 
long as basic attitudes of the powers-that-be 
remain anti-poor, anti-minority and anti¬ 
women, to what extent can these laws bring 
about social justice? At best they can be an 
eye-wash and a way of evading more basic 
issues of economic rights and at worse a 
weapon of state co-option and manipulation. 

The rape campaign is a classic example of 
the impact of public pressure on the judi¬ 
ciary. Mote favourable judgments Were deli¬ 
ver^ before the amendment—during the 
peak [>eriod of the campaign than during the 
post-amendment period, when they have 
been consistently regressive. Perhaps public 
pressure is a better safeguard to ensure 
justice than ineffective enactments. 

in the case of the Maharashtra Regula¬ 
tion of Prenatal Diagnostic Ibchniques Act, 
1988 the substantial participation of aedvisu 
at the initial stage of formulation of the Inll 
was not followed by their involvement at the 
implementation level. So the law exists only 
on paper. The Sati Prevention Bill can be 
described as a decorative piece df legislation, 
a cover-up for the state inaction at the crucial 
stage of preventing the public murder of a 
teenaged widow. 

The worst among these is the Immoral 
Traffic (Prevention) Act, 1956 which was 
amended in 1986. This amendment did not 
even come in response to any demand for 
change. The act harms rather than helping 
women as it penalises prostitutes. Under this 
act, any woman who is out at night can be 
picked up by the police. The only aim of the 
amendment seems to be to make more 
stringent the punishment, ironicaily three of 
the laws discussed here which purport to 
protect women from violence actually pena¬ 
lise the woman, instead of empowering 
women, the laws serve to strengthen the 
state. And a powerful state conversely means 
weaker citizens, which includes women. 
Weaker the women, more vulnerable will 
they be to male violence 
This article proposes to review the laws 
enacted during the 1980s and their impact 
on women against the backdrop of chaiyiiig 
perspeaives within the women’s movement. 
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1 

Campaign for Reforms in 
Rape Laws (1983i 

The amendment to rape laws enacted in 
1983 was the predecessor of all the later 
amendments which followed during this 
decade. Sections 37S and 376 of the Indian 
Penal Code which deal with the issue of rape 
had remained unchanged in the statute 
books since I860. The amendment was the 
result of a sustained campaign against these 
antiquated laws following the infamous 
Supreme Court judgment in the Mathura 
case. 

Mathura, a 16-year old tribal girl, was 
raped by two policemen within a police com¬ 
pound. The sessions court acquitted the 
policemen on the ground that since Mathura 
had eloped with her boyfriend she was 
‘habituated to sexual intercourse’ and hence 
she could not be raped, further the court 
held that there is a world of difference bet¬ 
ween sexual intercourse and rape. The high 
court convicted the policemen and held that 
mere passive or helpless surrender induced 
by threats or fear cannot be equated with 
desire or will. The Supreme Court set aside 
the high court judgment and acquitted the 
policemen and held that since Mathura had 
not raised any alarm, her allegations of rape 
were untrue. Her ‘consent’ was not a con¬ 
sent which could be brushed aside as ‘pa.ssive 
submi.ssion’.' 1 he judgment triggered off a 
campaign for changes in rape laws which 
included public protests and wide media 
publicity. The principal gain of the cam¬ 
paign was that rape which was hitherto a 
taboo subject came to he discussed openly. 

Redcrining ‘consent’ in a rape trial was 
one of the major thrusts of the campaign. 
The Mathura judgment had highlighted the 
fact that in a rape trial it is extremely dif¬ 
ficult for a woman to prove that she did not 
con.sent ‘bevond all rca.sonable doubt’ as 
was required under the criminal law. The 
Supreme Court judgment had interpreted 
that absence of injuries and passive submis¬ 
sion implied consent. The major demand 
was that the onus of proving consent should 
shift from the prosecution to the accused. 
This meant that once sexual intercourse was 
proved, il the woman states that it was 
without hei consent, then the court should 
presume that she did not consent. The 
buidcn of proving that she had consented 
should be on the accused.^ The second ma¬ 
jor demand was that in a rape trial a 
woman’s past sexual history and general 
character should not be used as evidence. 

The response of the government to the 
campaign was prompt. A Law Commission 
was set up to study the demands. The Law 
Commission’s recommendations included 
both the demands raised by the anti-rape 
campaign, i e, regarding onus of proof and 
the woman's pa.st sexual history. The com¬ 
mission also recommended certain pre-trial 
procedures—women should not be arrested 
at night, a policeman should not touch a 


woman when he is arresting her and sute- 
raents of women should be recorded in the 
presence of a relative, friend or a represen¬ 
tative of women’s organisations. It also 
recommended that a police officer’s refusal 
to register a complaint of rape< should be 
treated as an offence. 

Mosuever, the bill which was presented to 
the parliament in August 1980 did not in¬ 
clude any of these positive recommendations 
regulating the police power. The demand 
that a woman’s past sexual history and 
general conda:( ‘'•hould not be used as 
evidence in a rape trial was excluded from 
the bill. The demand that onus of proof 
regarding consent should be shifted to the 
accused was accepted partially, opiy in case 
of custodial rape, i e, rape by policemen, 
public servants, managers of public hospitals 
and remand homes and wardens of jails. 

The bill had certain regressive elements 
which were not recommended by the l.aw 
Commission. It sought to make publishing 
anything relating to a rape trial a non- 
bailabie ot fence. This meant a virtual cen¬ 
sorship of press reports of rape trials. This 
was ironical because the public pressure 
during the campaign was built up mainly 
through media publicity and public protests. 
This provision met with a lot of criticism, 
hence it was referred to a joint committee 
of the parliament for further debate. After 
soliciting public opinion from a wide section, 
the committee submitted its report in 
November 1982. The regressive provisions 
were not .scrapped but were made slightly 
milder For instance publication of rape 
trials was made into a bailable offence.' 

The important provisions of the amend¬ 
ment were; (I) A new section was added 
which made sexual intercourse by persons 
in a cu.stodial situatian (policeVnen, public > 
servants, managers ol public hospitals and 
remand homes and wardens of jails) an of¬ 
fence even if it was with the consent of the 
woman. (2) For the first time a minimum 
punishment for rape was laid down—10 
years in ca.ses of custodial rape, gang rapes, 
rape of pregnant women and girls under 12 
years of age and 7 years imall other cases. 
Even though this was not the major demand, 
it turned out to be the most important in¬ 
gredient of the amendment. 

The delaying tactics of setting up commit¬ 
tees by the state had succeeded in robbing 
the campaign of its initial fervour. By the 
time the amendment was passed, the cam¬ 
paign had virtually died down. The enact¬ 
ment was an indication of some measure of 
success to the campaign. So although it was 
inadequate, it was welcomed as a progressive 
step—a beginning. One assumed that the 
courts would follow the spirit of the amend¬ 
ment and give women a better deal in rape 
trials. 

After the amendment, the campaign lost 
its alertness. There were hardly any efforts 
to systematically monitor the impact of the 
new law in rape trials. So the reirent judg¬ 
ment in the Suman Rani case came as a 
jok.^ The Supreme Court had reduced the 


sentence from the minimimi of 10 years to 
S years in case of pokoe np& The review 
petition flied by women's groups against the 
reduction of sentence was also rejected.^ 
This brought into focus the need to review 
judicial trends in rape trials since passage 
of the amendment. A close scrutiny of 
judgments of the decade revealed that the 
Suman Rani judgment was not an eiception. 
It was merely adhering to the norm of 
routinely less than the minimum sentence in 
rape trials during the post-amendment 
period. Here is a glimpse of some impor¬ 
tant judgments during the deca'de. 

Judgments 

It would come as a surprise to many that 
the settled legal position regarding ‘consent’ 
before the Mathura trial was not so adverse 
as one would assume. In fact, the Mathura 
judgment had expressed views which were 
contradictory to the settled legal position in 
the Rao Harnarain Singh case of 1958. And 
what IS worse, in spite of the amendment, 
there is every possibility of some other judg¬ 
ment being as anti-women and negative as 
the Mathura judgment even today. 

In Rao Harnarain Singh vs Slate of Pun¬ 
jab, the courts had held in 1958: “A mere 
act of helpless resignation in the face of 
inevitable compulsion, quiescence and non- 
resistance when volitional faculty is either 
crowded by fear or vitiated by duress cannot 
be deemed to be ‘consent’. Con.seni on the 
part of the woman as a defence to an allega¬ 
tion of rape, requires voluntary participa¬ 
tion, after having fully exercised the choice 
between resistance and assent. Submission 
of her body under the influence of terror is 
not consent. There is a difference between 
consent and submission. Every consent in¬ 
volved submission but the converse does not 
always follow;’'’ This was the settled legal 
position and was relied upon by many later 
judgments during the pre-amendment 
period. Here are some positive interpreta¬ 
tions of consent during the anti-rape cam¬ 
paign, i c, 1980-83. 

In 1980, the Supreme Court held; “The 
Court must bear in mind human psychology 
and behavioural probability when assessing 
the credibility of the victim’s version;’ The 
judgment also cautioned against stricter 
laws: “Reflecting on this case, we feel con¬ 
vinced that a socially sensitised judge is a 
better statutory armour against gender 
outrage than long clauses or a complex sec¬ 
tion with all the protections writ into it;’ The 
judgments of the post-amendment period 
have proved this statement right.'' In the 
same year, in another judgment the Supreme 
Court made a positive comment about the 
campaign; “When rapists are revelling in 
their promiscuous pursuits and half of 
humankind—womankind—is protesting 
against its hopeless lot, when no woman of 
honour will accuse, another of rape, the 
Court cannot stick to its fossil formula and 
insist on corroborative evidence."* 

In another case of 1981, in which a 16 year 
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old girl was raped the Court held: “The fact 
that there is no iitjury and the girt is used 
to :«xuai intercourse is immaterial in a rape 
trial.'’* in 1982, in a case of gang rape, rely¬ 
ing up‘>n the Rao Hamarain Singh judg¬ 
ment. tire Orissa High Court held that the 
consem must be voluntary. A mere inevitable 
compulsion, quiescence, non-resistance or 
passive giving in when volitional faculty is 
either crowded by fear or vitiated by duress 
cannot be deemed to be ‘consent’.'* 

In a landmark judgment of 1983 the 
Supreme Court held that corroboration 
(supportive evidence) of a victim’s evidence 
is not necessary. The court held; “In the 
Indian setting, refusal to act on the testi¬ 
mony of the victim of sexual assault in the 
absence of corroboration is adding insult to 
injury. Why should the evidence of the girl 
or a woman who complains of rape or sexual 
molestation be viewed with the aid of spec¬ 
tacles tinged with doubt or disbelief? To do 
so is to justify the charge of male chauvinism 
in a male dominated society!’" The words 
used in this judgment indicate that the anti¬ 
rape campaign had an impact on it. 

These judgments, pronounced before the 
amendment seem to be more progressive 
than the ones in the later years. What is most 
relevant is the fact that even before the 
amendment the law could have been inter¬ 
preted progressively if the judiciary so wish¬ 
ed. There was no uniformity and the pen¬ 
dulum could swing from one extreme to the 
other to the case of Mathura. This is 
precisely what the amendments were suppos¬ 
ed to obviate by providing certain guidelines. 
To the contrary, the judgments in the post- 
ameiidmcnt period convey a dismal picture. 

The first year after the amendment, 1984, 
started off with an extremely negative view 
of women's sexuality. A school teacher had 
seduced a young girl, but when she conceiv¬ 
ed he refused to marry her. The girl filed a 
complaint that the consent was given under 
a false promise of marriage and hence it was 
not a valid consent and the act amounted 
to rape. The Calcutta High Court held; 
“Failure to keep the promise at a future 
uncertain date does not amount to mis¬ 
conception of fact, if a fully grown girl con¬ 
sents to sexual intercourse on the promise 
of marriage and continues to indulge in such 
aaivity until she becomes pregnant, it is an 
act of promiscuity!’ This judgment was relied 
upon in several later cases where girls were 
duped into sex under a false promise of mar¬ 
riage in order to acquit the accused. 

In a case, reported in 1989, a minor girl 
of 7-10 years, was raped by a 21-year old 
youth in a pit near the bus stop. There were 
two eyewitnesses. The girl had bite marks 
and her hymen was ruptured. The sessions 
court convicted the accused to life imprison¬ 
ment and a fine of Rs 500. The Delhi High 
Court set aside the conviaion on the ground 
that there was injury to the accused only on 
the body and not on the pefiis and that in 
rape of a minor by a fully developed male, 
injury to the penis is essential. While earlier 
the girl had to put up sufficient resistance 
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to suffer iqjiuies on her own body, the situa-« 
lion seems to have become worse, Now she 
is expected to put up even more resistance 
so that the accused also sustains injuries— 
not just on his body but precisely on his 
penis! It needs to be emphasised that the girl 
in question was only a child, while the rapist 
was a robust man of 21 years." 

In another disturbing judgment reported 
in 1989, the Bombay High Court set aside 
a conviction by the sessions court in Kolha¬ 
pur. The girl who was in love had voluntarily 
aedimpanied the accused to his friend’s 
house. During the night they slept in a small 
room along with the hosts. The accused sug¬ 
gested intercourse but the girl was unwill¬ 
ing. The accused overcame her resistance 
and raped her twice during the ni^t. The 
girl was found in the company of the accus¬ 
ed by the police on a complaint filed by her 
father. The medical examination revealed 
that the girl’s hymen was torn. There was 
blood on her underwear. But no blood or 
semen on any other garment. The sessions 
court held that the girl was a consenting par¬ 
ty, but was less than 16 years of age and 
hence her consent was not a defence for the 
accused. So the judge ‘reluctantly’ impos¬ 
ed one month's simple imprisonment and a 
fine of Rs 1,000. 

In appeal, the high court doubted the age 
of the girl and held that since there was a 
discrepancy between the school certificate 
and birth certificate, the benefit of doubt 
should go to the accused. So the court held 
that the girl was not a minor. Regarding 
penetration, it was held; “In a small room 
in the presence of other people, the girl 
would have felt ashamed and it is difficult 
to believe that the accused could have had 
intercourse with her twice. It is possible that 
the accused may have tried to gratify his 
aroused passion by necking the girl. Tb over¬ 
come this, he may have forcibly touched her 
private parts with his hands. This was mis¬ 
understood/misconstrued by her. Evidence 
lacks the degree of credibility required for 
recording a conviction under Section 376 of 
the IPC.”'* Forcible penetration of finger 
does not amount to rape, under the patriar¬ 
chal scheme of things. In this case, even 
while the judge admitted that the hymen svas 
ruptured because of ‘forcible’ finger penetra¬ 
tion, according to him this did not even 
amount to as.sauli. Further the judge seems 
to assume that in a rape case, the girl can 
determine when and in whose presence she 
wants to get raped and that she has a choice 
of ‘feeling shy’ during the rapei’ 

In another case a tribal woman was raped 
by a police constable who entered her house 
at night on the pretext of conducting a 
search. Her husband, who was a night 
watchman, was away at work. The Bombay 
High Court upheld the Dhulia sessions court 
acquittal on the following ground; “Pro¬ 
bability of the prosecutrix who was alone 
in her hut, her husband being out, having 
consented to sexual intercourse cannot be 
ruled out. Benefit of doubt must go to the 
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accused and acquittal could not be interfered 
with” 

One of the most important ingredients of. 
the 1983 amendment is the clause regarding 
minimum punishment of 10 years in cases 
of custodial rapes and child riqxs. But it ap¬ 
pears that this clause was never meant to be 
taken seriously as it contrasts totally with 
the attitude of the judiciary regarding youth 
offenders. Usually, in a rape case of a young 
girl, the rape is committed by teenaged boys 
or youths. In such cases the tendency of the 
courts has been to treat the accused with 
leniency. Here is a glimpse of judgments in 
cases of child rapes; 

A seven-year old Harijan girl was raped 
by a boy of 18. She was severely injured and 
left unconscious. The sessions court sentenc¬ 
ed the accused to 5 years’ rigorous imprison¬ 
ment. In an appeal by the state to enhance 
the sentence, the Rajasthan High Court 
dismissed the appeal and held; “Although 
the rape warrants a more severe sentence 
considering that the accused was only 18 
years of age, it would not be in the interest 
of justice to enhance the sentence of five 
years imposed by the trial court!’'* 

Where an 11-year old girl was raped by a 
youth while another kept her pinned down 
to the floor and gagged her with her own 
sari, the sessions court convicted the accus¬ 
ed with 5 years’ imprisonment. The Madhya 
Pradesh High Court went to the extent of 
stating; “Increasing cases of personal 
violence and crime rate cannot justify a 
severe sentence on youth offenders!’'* 

The positive judgments which are reported 
involve rape of minor girls resulting in multi¬ 
ple injury where the question of consent 
does not arise. But even these judgments 
have a conservative reasoning for the con¬ 
viction. Here is an example of how the 
judiciary looks at the issue; “Virginity is the 
most pneed possession of an unmarried girl. 
She would never willingly part away with this 
proud and precious possession!’'^ 

Towards a Nfw Definition 

The judgments quoted above reveal that 
the campaign has not succeeded in evolving 
a new definition of rape beyond the piara- 
meters of a patriarchal value system. In fact 
the same old notions of chastity, virginity, 
premium on marriage and fear of female 
sexuality are reflected in the judgments of 
the post-amendment period, ftnis penetra¬ 
tion continues to be the governing ingredient 
in the offence of rape. The concept of ‘penis 
penetration' is based on the control men ex¬ 
ercise over ‘their’ women. Rape violates these 
property rights and may lead to pregnancies 
by other men and threaten the patriarchal 
power structure. We have not gone beyond 
this definition. 

Recently a five-year old girl was raped by 
a youth of around 18 years old. The girl was 
made to lie on her stomach and was raped 
from the back. The girl suffered severe in¬ 
juries. At the police station the girl stated 
that a finger was inserted. The police expected 
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There are some things 
they don’t teach you at the 
world’s best management 
schools. How to manage 
millions of people with 
diverse backgrounds. How 
to feel the pulse of a society 
whose demands are constantly 
changing. How to deal with 
adoration and insult at the 
same time. Being a political 
leader in India is a difficult 
job. We elect him. But, once 
he's on the platforpi, we do 
all we can to pull lym down. 
Are we being fair to our 
leaders ? India has given 
history names like Gandhi, 
Nehru, Patel, Azad, to 
name just a few. Men 
who successfully led the 
independence movement. 
Strategy that today’s managers 
would admire. 

We respect the 
management skills of 
India’s political leaders. At 


Hkidisto Lever, we recognize 
the power of the Indian 
mind. Long before formal 
management education began 
here, we carefully groomed 
our people to be successful 
managers. Today, their 
capabilities are evident in 



HINDUSTAN LEVER 

many areas. Using science 
and technology to pioneer 
relevant innovations in the 
interest of the country. 
Making Indian products a 
household name abroad. 
Generating new ideas for 
energy conservation. 
Improving the quality of 
life in backward areas. 
We’re proud that managers 
from Hindustan Lever 


have rhade their mark 
at Unilever. And are 
helping shape critical 
strategies internationally. 
They’ve proved that their 
management skills are 
as good as the best in 
the world. 

As we build brands 
and venture into new 
businesses, we keep 
discovering the enormous 
wealth of India’s intellect. 
It has helped us meet every 
challenge. And motivated 
our growth plans. We know 
we can set our sights far. 
To a future where India 
will be playing a dynamic 
role in the emerging world 
economy. We’ll be proud 
to help her reach that goal. 
For we believe that if you 
have a dream and the 
determination, India will take 
you there. We have seen it 
happen. For 60 years. 


India can. India did. India will. 


«l f'leekly AprH 25, 1992 
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a flve*)«ar oM to know the difTerence bet¬ 
ween a penis «nid a finger, even when she was 
attacked from the back. The offence was 
registered as indwent assault under section 
354 of IPC. The maximum punishment for 
this offence is two years while rape is 
punishable with life imprisonment. 

In all criminal offences, injury and hurt 
caused by using weapons is more grievous 
than the oik caused by the use of limbs but 
in the case of rape, the injury caused by the 
use of iron rods, bottles and sticks does not 
even amount to rape. Many western coun¬ 
tries have totally abolished the term ‘rape’ 
and termed it as 'sexual offences’; the 
punishment is determined by various factors 
including the amount of injury caused. By 
this definition the distinction between rape, 
attempt to rape and violation of woman’s 
modesty is abolished and they are treated as 
offences of a similar category and punish¬ 
ment is based on the severity of the offence. 

When the amendment came about, legal 
experts both within the movement and out¬ 
side, had expressed their fears that more 
stringent punishment would result in fewer 
convictions. The judgments of the post¬ 
amendment period justify their fears. In¬ 
stead perhaps there is a need to reformulate 
the clause on punishment which should in¬ 
dude compulsory monetary compensation 
to the victim instead of stricter punishment 
The issue needs further debate.'* Since 
there are a large number of acquittals in the 
appeal courts, a demand needs to be made 
that unless very strong circumstances can be 
shown to reject the verdict of the tnal courts, 
confirmation of conviction by courts below 
should be a matter of course. Another most 
important question is whether a judgment 
delivered after 3-5 years, with an option of 
going on appeal, can ever give justice to 
women. The situation is even worse in major 
cities. We need to set a strict time limit for 
deciding all sexual offences. And marital 
mpe—the most common and accepted form 
of rape in our society needs to be recognised 
legally. 

II 

Dowry ~(1984-«6j 

The Powry Prohibition Act of 1961 is a 
very small act which consists of only eight 
sections (two more sections were adcM later 
during the amendments), full of contradic¬ 
tions and loopholes. The act laid down a 
very narrow definition of dowry as "proper¬ 
ty given in consideration of marriage and 
as a condition of the marriage taking place”. 
The definition excluded presents in trie form 
of cash, ornaments, clothes and other arti¬ 
cles from its purview. The definition also did 
not cover money asked for and given after 
marriage. Both giving and taking dowry was 
an offence under the act. The offence was 
non-cognisable and bailable. In legal 
parlance this means that it is a trivial 
offence..The maximum punishment was six 
months and/or a fince.of Rs 3,000. To make 


matters more complicated prior sanction of 
the government was necessary for prose¬ 
cuting a husband who demanded dowry. 
Complaints had to be filed within a year 
of the offence and only by the aggrieved 
person. 

The ineffectiveness of the act was mani¬ 
fested at different levels. On one level there 
were hardly any cases filed under this act and 
there were less than half a dozen conviaions 
in the period between the enactment and the 
amendment. So the purpose of the enact¬ 
ment as a deterrent factor was totally lost. 
The Bombay High Court in Shankar Rao 
vs L V Jadhav held that a demand for 
Rs 30,000 from the girl’s parents to send the 
couple abroad did not constitute dowry.'* 
The judgment held that since the girl’s 
parents had not agreed to give the amount 
demanded at the time of marriage and as 
such It would be deemed as ‘consideration 
for marriage’. Anything given after the mar¬ 
riage would be dowry only i f it was agreed 
or promised to be given as consideration for 
the marriage This absurd interpretation was 
in toial contrast to the spirit of the act and 
defeated the very purpose for which it was 
enacted. Secondly, in total defiance of the 
act, the custom of dowry had percolated 
down the social scale and communities 
which had hitherto practised the custom of 
bride price were now resorting to dowry. At 
the other level all the violence faced by 
women in their husbands’ homes was being 
attributed to dowry and the term ‘dowry 
death' became synonymous with suicides 
and wife murders. 

AciAiNsi Dowry: A MispiAdo 
Campaign 

Most cities in India witnessed public pro¬ 
tests against dowry deaths which received 
wide media coverage. Ii came lo be accepted 
both nationally as well as internationally 
that dowry death or bride burning as it was 
termed, was a unique form of violence ex¬ 
perienced by Indian women, more specifical¬ 
ly by Hindu women. A logical extension of 
this argument was that a more stringent law 
against dowry would effectively curb dome¬ 
stic violence and stop wife murders. An over¬ 
simplified analysis of domestic violence, 
which is a far more complex and universal 
phenomenon, was put forward by activists 
and responded to by law makers. 

To plug some of the glaring loopholes of 
the act, a private member’s bill was introduc¬ 
ed in parliament by Pramila Dandavate, MP 
in June 1980.^® The bill was referred to the 
joint committee of both the houses. The fin¬ 
dings of the committee were that the defini¬ 
tion of ‘dowry’ was too narrow and vague: 
the act was not being rigorously enforced. 
The stipulation that complaints could be fil¬ 
ed only by the aggrieved party within a year 
' from the date of the offence narrowed down 
its application. Also punishment of im¬ 
prisonment for six months and/or fine up 
to Rs 5,000 was not formidable enough to 
serve as a deterrent. 


The committee suggested that the wotos 
"in consUmtion for the marriage^ ought 
to be totali^ deleted fiom the de^tion of 
dowry. The committee also felt thm the a- 
planation which excluded preseats from the 
definition of dowry nupfied the objective 
of the act. It recommended that the gifts 
given to the bride should be listed and 
registered in her name. In case she dies dur¬ 
ing the first five years the gifts should revert 
back to her parents. In case she is divorced, 
the gifts should also revert back. The 
presents could not be transferred or dispos¬ 
ed of for a minimum period of five years 
from the date of marriage without the prior 
permission of the family court on an appli¬ 
cation made by the wife. These provisions 
were aimed at ensuring the brides control 
over the gifts. The committee also recom¬ 
mended the appointment of Dowry Prohibi¬ 
tion Officers for the enforcement of the act. 

Retrospectively, it appears that the recom¬ 
mendations were based on an erroneous 
premise that the girls can exercise a choice 
either at the time of marriage or later in their 
husbands’ homes. It also did not take into 
consideration the desperation of parents to 
gel their daughters married and keep them 
in their husbands’ homes at all costs. It also 
ignores the fact that most of the women in 
this country have no consciousness of their 
legal rights. 

Unfortunately, the bill which was intro¬ 
duced in 1984 failed lo take into considera¬ 
tion some of the piositive recommendations 
of the committee. The main feature of the 
act was that it substituted the words ‘in con- 
neaion with marriage’ for the words ‘as con¬ 
sideration for the marriage’. It was felt that 
the simple omission of the words ‘as con¬ 
sideration ol marriage’ would make the 
definition too wide. The suggestion of 
imposing a ceiling on gifts and marriage 
expenses did not find a place in the act. 

The important feature was the increase in 
punishment to five years and a fine up to 
Rs 10,000 or'the value of dowry whichever 
IS more. But again the section did not apply 
to presents given to the bride or to the 
bridegroom. The one year limitation period 
was removed and it was now possible for the 
girl's parents, relative or a social work in¬ 
stitute lo file a complaint on her behalf. The 
requiremem of prior sanction of the govern¬ 
ment for prosecuting a husband who 
demands dowry was dropped and dowry was 
made into a cognisable offence. 

Before the impact of the amendment 
could be gauged the act was again amended 
in 1986. Rarely are acts amended within such 
a short span. It had taken over 100 years for 
the rape laws to change. The discriminatory 
laws concerning Christian divorces enacted 
iii 1869 have not yet changed. But suddenly 
the government expresses great concern for 
the well-being of women and amends a law 
within two years. 

The amendment of 1986 was aimed at 
making the act even more stringent. The ftiK 
was increased to Rs 15,000. The burden of 


WS-24 


Economic and Political Wrekly April 25, 1992 



proving the offence was shifted to the ac¬ 
cused and dowry was made into a non- 
bailable offence. A ban was imposed on 
advertisements. If the woman dM an un¬ 
natural death, her property would devolve 
on her children and in the event of her dying 
childless would revert back to her parents. 
In fact all the loopholes pointed out by the 
committee were now piugged. So the stage 
was all set to abolish ‘dowry death’. (The act 
also amended the IPC and created a new 
category of offence called ‘Dowry Deaths’; 
(S 304&) This provision will be discussed in 
detail in the next chapter, i e, domestic 
violence. 

In spite' of these amendments nothing 
changed. Women continued to get burnt in 
their homes. Reported cases of suicides and 
murders steadily increased in every major 
city (see Table 1). The demands for dowry 
in the form of gifts to the bride and groom 
and continued demands for money became 
a predictable way in which young brides 
would be humiliated. The parents of the girls 
(some of whom who would not spend 
money on educating the girls or in making 
them independent) spent huge amounts of 
money on lavish weddings to impress the in¬ 
laws and tried to meet all demands for gifts 
and valuables with the hope that the girl 
would never return to her native home, 
creating a ‘stigma’. Young women discover¬ 
ing that there was no place for them in their 
parents’ homes resorted to committing 
suiCide in a desperate bid to escape humilia¬ 
tion and violence. At times when they had 
a premonition of the impending disaster, and 
had sought the parents’ help just before the 
murder, the parents had sent them back to 
be murdered. 

The problem of dowry arose not at the 
time of the marriage but only after the girls 
had died, in order to avenge their deaths and 
retrieve the gifts. The death of the daughter 
did not in any way change the reactionary 
and conservative approach lo marriage and 
the parents were all set to marry their next 
daughter with an equal amount of dowry to 
the boy of their choice. Tiemendous pressure 
would be exerted on girls who wanted to ac¬ 
quire professional skills, live independently 
or marry a boy from a different class, caste 
or religious background. In such cases the 
parents who cry hoarse against dowry would 
go all out and disinherit their daughters.^' 

Protests against dowry were often initiated 
at the insunce of people who conformed to 
this value system. They would usually have 
a total contempt fur the ideology, values or 
life styles of the members of women’s 
organisations. These factors made.the ac¬ 
tivists reassess their stand on the issue of 
dowry. The article in Manushi by Madhu 
Kishwar ‘Rethinking Dowry Boycott* created 
a lot of controversy and a public debate.^’ 
The women’s organisations began question¬ 
ing the role of the girl’s parents in driving 
her to death. Organising dowry protests 
could no longer be treated as a simple 
obvious demand. Individuals and groups 
began to (mI that the campaign against 


dowry was wrongly formulated because it 
did not link the issue of dowry with that of 
a woman’s property rights in their parent’s 
homes. If violence is a manifestation of a 
woman’s powerlessness in her husband’s 
house, not receiving any dowry or gifts from 
her parents would make her even more 
vulnerable to violence and humiliation. 

Ill 

Domestic Violence |]983 and 1986) 

The discussions on the two amendments 
to the criminal laws (with a specific reference 
to Sections 498A and 304B of IPC) arc 
usually carried on as an appendix to the 
discussion on dowry. Here a conscious ef¬ 
fort is made to evaluate them within the 
framework of domestic violence because 
they in fact deal with (or at least ought to 
deal with) the issue of domestic violence- 
cruelly and harassment of wives and wafe 
murders. 

Three major acts govern criminal trials 
and punishment; The Indian Penal Code 
(IPC) lays down categories of offences and 
stipulates punishment. The Criminal Pro¬ 
cedural Code (CrPC) lays down procedural 
rules for investigation and trial and the 
Indian Evidence Act prescribes the rules of 
evidence to be followed during a trial 

Till 1983 there were no specific provisions 
pertaining to violence within the home. 
Husbands could be convicted under the 
general provisions of murder, abetment to 
suicide, causing hurt and wrongful confine¬ 
ment Rut these general provisions of 
criminal law do not take into account the 
specific situation of a woman facing violence 
within the home as against assault by a 
stranger The offence which is commiticd 
within the privacy ol the home by a person 
on whom the woman is economically and 
emotionally dependent needs to be dealt 
with on a different plane. 

In criminal offences it is the state which 
IS the prosecuting body. Hence it is exiremely 
important to safeguard the right of an in¬ 
dividual accused against the state machinery 
during a criminal trial. So strict procedures 
of investigations have lo be followed and the 
rules of evidence have to be strictly adhered 
to. 

It was extremely difficult for svomcn to 
prove violence by husbands and in-laws 
‘beyond reasonable doubt’ as was required 
by the criminal jurisprudence. There would 
be no witnesses to corroborate her evidence 
as the offence is committed behind closed 
doors. Secondly even if the beating did not 
result in grievous hurt, as stipulated by the 
IPC the routine and persistent beatings 
would cause grave injury and mental trauma 
to the woman and her children. Different 
criteria had to be evolved to measure injury 
and hurt in a domestic situation. Generally 
complaints can be registered only after an 
offence has been committed. But in a 
domestic situation a woman needs protec¬ 
tion even before a crime is committed when 
she apprehends danger to her life as she is 


living with her assaulter and is also depen¬ 
dent on him. 

Even though provisions of the IPC could 
be used against the husband for assaulting 
the wife it was very seldom done The police 
being committed to the value system which 
condones wife beating would not register^ 
complaint against a husband for assaulting 
the wife even when it had resulted in serious 
injury which was punishable under Sections 
324 or 326, i e, causing grievous hurt with 
or without weapons. It is generally assumed 
that a husband has a right to beat his 
wife/ward. 

On the contrary, a wife who actually 
mustered enough courage to approach a 
police station would be viewed as brazen and 
deviant. Instead of irgisteiing her complaint, 
the police would coiinvfl the wo.man about 
her role in the house, atvJ explain that she 
must please her husband and obey him. She 
would be sent back without even registering 
a complaint. So a spe^ia! law was needed to 
protect a woman in her own home.^^ 

A WRON^; SfRAI hC'iY 

following the public protests in cases of 
rape and dowry deaths in all major cities and 
towns in India during the early 80s, a large 
number of women came out of their cloistered 
silence and started seeking help to prevent 
domestic violence. Since the police refused 
to register iheir complaints under the ex¬ 
isting provisions of the IPC a demand was 
raised for a special enactment. Many western 
countries passed laws against domestic 
violence in the 70s. Unfortunately, in India, 
the women's movement did not raise the de¬ 
mand fora similar law at that stage. Initially, 
only dowry-related violence was highlighted 
by women activists. All violence faced by 
women within homes was attributed to 
dowry by activi.sts as well as by the state. 
Their initial demand was for a law to pre¬ 
vent dowry-related violence. This turned out 
to be a narrow, shortsighted and wrongly 
formulated programme. Placing dowry 
violence on a special pedestal denied recog¬ 
nition and legitimacy to the need for pro¬ 
tection against violence by all women under 
all circumstances. 

While the government was over-eager to 
pass laws even when there were adequate 
provisions within the IPC for crimes such 
as sati, obscenity and procuring minors for 
prostitution, in case of domestic violence in¬ 
stead of a new legislation, the government 
was content to amend the provisions of the 
Criminal Acts. The Criminal Acts were 
amended twice during the decade—first in 
1983 and again in 1986, to create special 
categories of offences to deal with cruelty 
to wives, dowry harassment and dowry • 
deaths. 

Prior to the amendments, although the 
IPC did not specifically deal with violence 
in a domestic Situation, it had a chapter 
which dealt with offences against marriage. 
Another chapter dealt with offeDces affec¬ 
ting the human body—murder, suicide; caus- 
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ing hurt, etc. It is interesting to note where 
the first enactment concerning cruelty to 
wives (or dowry harassment as it is popularly 
known) is placed. Chapter XX is entitled 
‘Offences Related to Marriage’ and includes 
the following sections: 

S 493—Cohabitation caused by a man 
deceitfully including a belief of lawful 
marriage. 

S 494—Marrying again during the lifetime 
of husband or wife. 

S 495—Concealment of former marriage 
from a person with whom subsequent marri¬ 
age is contracted. 

S 496—Going through a fraudulent marri¬ 
age ceremony without lawful marriage 
S 497—Adultery (only a man is punishable 
under this section for committing aduliery 
with a married woman). 

S 498—Enticing or taking away or detain¬ 
ing with criminal inicnt a married woman. 

Chapter XVI of the IPC deals with of¬ 
fences affecting the human body. This is fur¬ 
ther divided into offences affecting life- 
murder, suicides, abetment to murder and 
suicide, abortion, etc—Ss 299 to 318; those 
involving hurt which include simple and 
grievous hurt, with or without weapons 
(Ss 323-338); wrongful restraint and wrong¬ 
ful confinemenl (Ss 341-348); assault, in¬ 
decent assault (molestation), kidnapping, 
abduction of minors, buying or selling a 
minor for the purpose of prostitution, 
unlawful labour, rape and unnatural sex, etc 
(Ss 352-377). 

The first amendment, cruelty to wives, is 
not situated within Chapter XVI—offences 
affecting the human body either under the 
section ‘causing hurl' or under the sections 
dealing with a.ssaull, etc, where it would have 
been more appropriate. Instead it is ironical¬ 
ly placed as an appendix lo S 498. This is 
an obnoxious and extremely derogatory pro¬ 
vision which treats women as the property 
of men. The section gives every husband a 
right to prosecute any man who lakes away 
his wife even though this has been done with 
the wife’s consent. Ss 497 (adultery) and 498 
are a constant reminder to women about 
their subordinate status within the IPC Ter¬ 
ming this new and important section as 
S 498A, ought to have been a cause for pro¬ 
test. But surprisingly, it did not raise any 
criticism from legal experts either within the 
movement or outside. 

Fortunately, although conceived as a pro¬ 
tection against dowry harassment, the word¬ 
ing of the section was wide enough to apply i 
to other situations of domestic violence. The 
section is worded thus: 

Whoever, being husband or the relative of 
the husband of a woman, subjects such 
women to cruelty shall be punished with im¬ 
prisonment for a term which may extend lo 
three years and shall also be liable to fine 
Explanation—for the purposes of this sec¬ 
tion ‘Cruelty’ means 

(a) any wilful conduct which is of such a 
nature as is likely to drive the woman lo com¬ 
mit suicide or lo cause grave injury or danger 


to life, limb or death whether menthi or 
physical of the woman; or 
(b) harassment of the woman where such 
harassment is with a view to coercing her or 
any person related to her meet any unlawful 
demand for any property or valuable secuniy 
or IS on account of failure by her or any per¬ 
son related lo her to meet such a demand. 
Although the aim was lo deal with dowry 
harassment and suicide, explanation (a) does 
not use the word dowry to define cruelty. It 
also includes mental cruelty. Hence it is wide 
enough lo be used in situations of domestic 
violence and mental cruelty. Where it falls 
short is by the use of ‘grave’ in explanation 
(a). This precludes the everyday violence suf¬ 
fered by large number of women. Even with 
this limitation, the section can be an effec¬ 
tive deterrent to violent husbands if only the 
judiciary and the police interpret and enforce 
It in the right spirt. 

Initially, the police refused to register ca.ses 
under this section unless specific allegations 
of dowry harassment were-made. But as a 
result of constant agitations and interven¬ 
tions, it IS now accepted that the section 
ought to be used in all situations of cruelty 
and domestic violence. This was a small vic¬ 
tory to those who have been campaigning 
for law on domestic violence. Because the 
police would not register a comnlaint under 
this section unless dowry harassment is 
specifically mentioned, vague allegations of 
dowry demands were added on to genuine 
complaints of wife beating. This tends to 
caste aspersions on the credibility of the 
whole complaint, the case cannot then stand 
through the legal scrutiny in a criminal court 
and results in acquittal of the husband. At 
the other level, statistics compiled by the 
police department erroneously convey the 
impression that all violence is dowry related, 
leading to a false assumption that if dowry 
IS curbed, violence on women will disappear. 

There is a misconception among the 
police and the criminal lawyers that the sec¬ 
tion is misused by women. While it is true 
that a significant number of cases filed 
under this section are subsequently with¬ 
drawn, the complexities of women’s lives, 
particularly within a violent marriage, have 
to be taken into account. The conviction of 
the husband may not be the best solution 
to her problems. 

The various alternatives that she has to 
choose from, each one in itself a compro¬ 
mise, may make it impossible for her to 
follow up the criminal case. Let us examine 
some of them. .Since the section does not 
protect a woman’s right to the matrimonial 
home, or offer her shelter during the pro¬ 
ceedings she may have no other choice but 
to work out a reconciliation. At this point 
she would be forced to withdraw the com¬ 
plaint as the husband would make it a 
precondition for any negotiations. If she has 
decided to opt for a divorce and the husband 
is willing for a settlement and a mutual con¬ 
sent divorce, again withdrawing the com¬ 
plaint would be a precondition for such 
settlement. 


Thirdly, if she wanu to separate or divorce 
on the ground of cruelty, she would have to 
follow two cases, one in a civil court and the 
other in a criminal court. Anyone who has 
followed up cases in court would well under¬ 
stand the tremendous pressure this would in¬ 
volve for a woman at a stage of rebuilding 
her life, finding shelter, job and childcare 
facility. Under the civil law she would at least 
be entitled for maintenance, which would be 
her greater priority. If she has to choose bet¬ 
ween the two proceedings, in most cases 
women would opt for the civil case where 
they would be entitled to maintenancce, child 
custody, iniunciion against harassment and 
finally a divorce which would set them free 
from their violent husbands. 

But this is not to imply that S 498A has 
no use for women. Most women find it ex¬ 
tremely useful as a deterrent. Women may 
not be in a position to see it through to its 
logical end. But this is not to deny its 
usefulness in bringing husbands to the nego¬ 
tiating table. Since the offence is non- 
bailable, the initial imprisonment for a day 
or two Etips to convey to the husbands the 
message that the wives arc not going to lake 
the violence lying down any longer. Ulti¬ 
mately most of the criminal cases which are 
followed up are the ones where the woman 
has died and the case is followed up by her 
relatives. 

In this context a recent judgment of the 
Bombay High Couri comes as a welcome 
respite, in a case where the husband had in¬ 
itiated criminal proceedings against the wife 
and made baseless allegations again.st her 
character, the wife filed a complaint under 
section 498A stating this amounts to cruelty 
The husband was convicted by the judicial 
magistrate, Pune, and was awarded six 
months’ imprisonment and a fine of 
Rs 3,000. On appeal, the sessions court set 
aside the imprisonment and enhanced the 
fine to Rs 6,000. The wife filed an appeal 
in the Bombay High Court against the 
reduction of sentence on the ground that it 
has resulted in miscamage Madhuri Chitnis, 
herself an advocate, appeared in person and 
urged that the degree of leniency shown lo 
the husband cannot pass the test of judicial 
scrutiny and it would be a mockery of justice 
to permit the accused husband to escape the 
extreme penalty of law when faced with 
evidence of such cruelty. To reduce the 
sentence would render the judicial system 
suspect and the common man would lose 
faith in courts, she submitted. The high 
court upheld the conviction but considering 
the age of the husband (which was around 
50 years) did not impose imprisonment but 
enhanced the fine to Rs 30,000. The amount 
would be awarded to the wife as compensa¬ 
tion. Subsequently, the .Supreme Court has 
upheld the Bombay High Court judgment 
and commended the Bombay High Court 
for its progressive stand on women’s 
issues. 

But this judgment comes after a series of 
negative judgments under S 498A by various 


W.'J 20 


Economic and Political Weekly April 25, 1992 



high courts including the Bombay High 
Court. Before analysing, the judgments 
however, it is necessary to mention the 
second amendment to the I PC which was 
enacted in 1986. Both the amendments have 
also amended the CrPC and Evidence Act. 
The amendment of 1986 introduced a new 
offence of dowry. 

304B IPC—Dowry death; Where the death 
of a woman is caused by any bums or bodily 
injury or occurs otherwise than under normal 
circumstances within seven years of her mar¬ 
riage and if it is shown that soon before her 
death she was subjected to cruelty or harass¬ 
ment by her husband or any other relatives 
of her husband for or in connection with any 
demand for dowry, such death shall be called 
‘dowry death' and such husband or relative 
shall be deemed to have caused her death. 
The offence is punishable with a minimum 
of .seven years and a maximum of life im¬ 
prisonment. The presumption of guilt is on 
the accused and he would have to prove that 
he is innocent This section unlike S 498A 
gives no scope to be used in situations where 
the violence is not linked to dowry Since |io 
record is maintained and no cumplaiius 
made at the time of meeting the dowry 
demands, while the girl is alive, it is extreme¬ 
ly difficult to prove a dowry death under this 
section. The section also presumes that 
women are harassed lor dowry only within 
the first seven years of marriage. Overall, this 
section IS not likely to benefit women to deal 
with domestic violence The other sec¬ 
tions of the IPC which have been used in 
cases of wife murder arc S 302 • punishment 
fot murder, S 306 abetment to suicide. Here 
art some judgments wheic these sections as 
well as S 498A have been negatively intci- 
prcicd by the conns in cases of wife murder 
In a case of abeimeni to suicide under 
Section 306 IPC, the Punjab and Haryana 
High Court set aside the conviction and 
acquitted the husband on ihe ground that 
presumption as to abetment to suicide is 
available only li husband is proved guilty of 
cruelty towards wife.-'’ In another case, the 
Madhya Pradesh High Court set aside the 
sentence of three years and acquitted the 
mother-in-law. The court held that since the 
deceased ended her life by sell immolation 
when none of the iti-laws were present in the 
house at the time of suicide: “Suicide in all 
probability was committed out of frustration 
and pessimisim due to her ow n sensitiveness. 
The court held that case of harassment and 
humiliation was not proved.”^'’ In a case 
under Section 498A IPC, the Bombay High 
Court held that it is not every harassment 
or every type of cruelty that could attract 
S 498A. It must be established that beating 
and hara»Tnent was with a view to force the 
wife to commit suicide or to fulfil illegal 
demands of husband or in-laws. The court 
held that beating and harassment with a 
view to force Ihe wife to commit suicide or 
to fulfil the illegal demands of the husband 
was not established.^* In the famous Man- 
jushiee Sarda case, the sessions court, Pune, 
convicted the husband of murdering his wife 


by poisoning. The Bond»y High Court con- 
nnned the order. But the husband was 
acquitted by the Supreme Court. The court 
heid that the guilt of the husband was not 
proved beyond reasonable doubt and the 
wife might have committed suicide out of 
depression.” 

In the case of Vibha Shukla, Vibha was 
found burnt while the husband was present 
in the house. A huge amount of dowry was 
paid at the time of the wedding and there 
were several subsequent demands for dpwry. 
Vibha’s father-in-law was an Assistant Com¬ 
missioner of Police in Bombay. When Vibha 
had delivered a daughter the family did not 
accept the child and she was left behind in 
‘Vibha’s parents' house. In spite of all this, 
the Bombay High Court set aside the order 
of conviction of the sessions court acquit¬ 
ting the husband of the charge of murder 
and harassment under section 498A. The 
court held that the offence of murder could 
not be proved beyond reasonable doubt and 
further that occasional cruelty and harass¬ 
ment cannot be construed as cruelty under 
Section 498A IPC'.'« 

Again m the recent judgment delivered on 
March 6 , 1991, in yet another well publicis¬ 
ed ca.se of the murder of Geeta Gandhi, the 
Bombay High Court set aside the conviction 
by the sessions court, Nagpur and acquit¬ 
ted the husband and father-in-law of the 
charge of murder under section 3202 IPC. 
The body of Geeta Gandhi was burned 
beyond recognition, the flesh roasted and 
charred right up to the bones. Her body was 
recovered from the bathroom at around S.30 
am. The father-in-law and the husband who 
were presumably sleeping in the very next 
room had made no attempt to put out the 
fire. Instead, the brother-in-law had called 
the fire brigade. Cieeta, a post graduate in 
microbiology, who stood 1st in the MSc 
exam, was in the process of setting up her 
own pathology clinic. She was married in 
January 1984 and died in April 1985. At the 
time of her death she was four months preg¬ 
nant .She had a previous miscarriage when 
she had jaundice and also occasionally suf- 
ifered Irom minor ailments. The court, while 
acquitting the husband and father-in-law, 
presumed that Geeta might have committed 
suicide because of depression caused by her 
ill health.'' 

While laws have proved inadequate to deal 
even in this blatant form of violence, newer 
forms of violence against women are coming 
to light. The debate can no longer be 
restricted to violence by husbands and 
mothers-in-law. The decade has witnessed 
not only newer forms of killing female 
children through sophisticated means like sex 
determination tests but also the well plan¬ 
ned suicide pact by the Sahu sisiers^^ Kan¬ 
pur, followed by similar instances in other 
parts of the country. The well publicised case 
of the Thakkar sisters, two unmarried 
women killing their married sister-in-law in¬ 
dicates yet another facet of the issue of 
domestic violence. Incidences point out that 
a whole new complex approach is needed to 


deal with issues of domeitk srioleiice. 

Before conclusion two cases need to be 
mentioned specificaily which will be relevant 
to the issue of domestic violence in future: 

In the first instance, a man and his wife 
were sentenced to death by the Jaipur High 
Court in a case of wife murder and recom¬ 
mended that they be publicly hanged. The 
judgment received widespread approval. It 
was generally felt that women's organisations 
would see this as a victory. Manushi, a 
women's journal, expressed their shock a; 
Ihe judgment and were highly critical of the 
judgment The authors argued thkt the solu¬ 
tion to domestic violence does not lie in 
deat^ sentence to the accused but creating 
alternatives for women whereby they are 
strengthened.'* The second case concerns a 
woman who had killed her husband by 
strangulating him with a rope when he was 
attempting to rape their 14-year old 
daughter. The woman, her daughter and her 
younger sop were convicted under S 302 of 
IPC by the sessions court. In appeal the 
Madras High Coun acquitted them and held 
the murder was committed in self defence.^* 

IV 

ProBtitution (1986| 

Every act discussed earlier was in response 
to the demands raised by a sustained cam¬ 
paign for legal reforms. There was a basic 
presumption or at least a facade of safe¬ 
guarding the rights of a woman victim and 
protecting her dignity. In this context. Sup¬ 
pression of Immoral Traffic in Women and 
Girls (SIT) Act, 1956, sunds apart because 
It has no such pretensions. In fact it penalises 
the victim. The conservative approach to 
prostitution rests on the premise that the 
society is divided into two sets of women— 
the good and the bad. The good women are | 
within the homes—the submissive docile 1 
wives and daughters who can be battered, j 
burnt or raped within the home but who | 
need to be protected from the big bad world 3 

\ 

I 

Table I: Reported Cases of Domestic 
Vioi ENt E IN Greater Bombay 


Year Murders Suicides Harass- 

under Sec- under Sec- ment 
tion 302 non 306 under Scc- 
IPC IPC 304B tion 498A 
IPC of IPC 
and under 
Sections 
3.4,5 of 
Dowry 
Prevention 
Act 


1986 

4 

38 

41 1 

1987 

12 

45 

143 1 

1988 

2 

56 

1^2 1 

1989 

13 

103 

177 1 

1990 

9 

72 

143 1 


Source: Social 5>ervice Branch, CID, BombayJ 
Cited in The Lotvyers, Bombay, April 1991. f 
IPC = Indian Penal Code. 
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outtide. And the bad women aie out on the 
street who we to be treated with contempt 
and taught a lesson or two. And While one 
set of women needed to be protected from 
the other, the men can have access to both. 

Prostitution is viewed as a ‘necessary evil’ 
which provides an easy outlet for the sup¬ 
posedly uncontrollable male sexuality. So 
while it is tolerated, the rest of the society 
needs to be protected from these evil women. 
So prostitution needs to be contained within 
certain areas of the city. By an extension of 
this logic the SIT Act piohibits a prostitute 
from public places and forces hei to work 
only in certain areas. This caused the pro¬ 
stitute to be confined to ‘ghettt^-like 
areas.^* By penalising her, the act subjects 
her to further exploitation and forces her to 
live like a criminal in constant fear of police 
harassment. In keeping with the basic pre¬ 
mise that prostitution is a necessary evil to 
serve men’s interest, the client is not punish¬ 
ed by the act. pven the male pimps and touts 
can go scot-fre't Why wa.s the act necessary? 
If it is only to prohibit trafficking in women 
were there no other provisions which could 
be used for this purpose? 

The Indian Penal Code has various pro¬ 
visions for restraining kidnapping and 
abductions of minors. Under Ss 366, 366A 
IPC, kidnapping, abduction and procure¬ 
ment of a minor girl is an offence punishable 
with 10 years’ imprisonment and fine. The 
offence is triable by a court of sessions. 
Under Ss 372, 373 buying and selling minor 
girls for prostitution is punishable with im¬ 
prisonment of 10 years and fine. But it dues 
not penalise a prostitute Perhaps for this a 
new act was necessary! The act was sup¬ 
posedly passed in pursuance of the interna¬ 
tional convention for prevention of immoral 
traffic. 

Prostitution was defined as the act of a 
female who offcTs her body for promiscuous 
sexual intercourse for hire, whether in money 
or in kind, lb be called a prostitute under 
the act, two ingredients had to be satisfied, 
(i) The female has to offer her body for in¬ 
discriminate sexual intercourse and (i>) she 
should do so for some payment. It is the 
continuous act of offering her body for hire, 
which satisfies the definition. 

This is the legal definition. But the term 
can be applied to any woman who does not 
subscribe to the conservative norms regard¬ 
ing women laid dwn by soidety. ’Prostitute’ 
is a general abysive term used against any 
woman in any situation. The police do not 
have any other criteria for deciding which 
woman is a prostitute: The police decide 
which woman is a prostitute by her manner, 
walk, make up. dress, the hour of the day 
when she is out or by any other criteria 
which they may chooM to apply at that par¬ 
ticular point of time This can also be an ef¬ 
fective way to humiliate women or force 
(hem to adhere to conservative norms of 
society regarding manner of dressing, 
behaviour and restrict her movement. Any 
woman can be picked up, harassed, molested 
or raped by the police on the pretext that she 


is a prostitute and vnlt soliciting in public 
So the act, while protecting men exposes all 
women to the danger of police harassment. 
Here is an eiample of how it affects women 
in their day-to-^y life: 

On February 21,1991, Madhushrec Dutta, 
an activist of the women's movement was 
molested and assaulted by three men at a 
railway station. They touched her below the 
breasts and on her shoulder. When she cried 
for police help they smirked and said they 
were the police and that they would arrest 
her and lock her up for six months. When 
she asked them for their identity cards they 
kicked her on her stomach and bashed her 
on the face. Scared out of her wits she ran 
away.^’ How did the police talk so con¬ 
fidently and arrogantly? From where did 
they derive their power? The power is 
bestowed on them by the act whereby any 
woman can be picked up, abused, molested 
and locked up on the pretext of soliciting in 
a public place. 

In spite ol her awareness of her legal 
rights, there was hesitancy in filing the com¬ 
plaint because of the possibility of repercus¬ 
sions. Further on the advice of all the friends 
and well-wishers she did not mention the fact 
that she was a.ssaiilted at the railway stall 
while buying cigarettes late at night. This has 
led to a discrepancy between the FIR and 
the later statement.s. Why did she not men¬ 
tion It? The answer is obvious. But what is 
worse, as soon as the police found out this 
fact, they mentioned it in a press statement. 
Public opinion was turned and overnight she 
lost credibility. What sort of a woman was 
she to be out at night at 2.30 am buying 
cigarettes at railway stall? There is only one 
answer. Fortunately for her, perhaps because 
of her involvement with the theatre and the 
women's movement, she could still maintain 
her balance as certain sections of ihc press 
coniinued to give her favourable publicity. 
But not every woman will be so lucky. This 
is how the society and the police define a 
prostitute. 

The act stipulates iinpri.sonmeni up to six 
months or fine or both for soliciting. A pro- 
.stitule can be convicted if she makes any 
gesture, says words or wilfully exposes 
herself, even from her own house for the 
purpose of prostitution. In addition, under 
the Bombay Police Act, the prostitute can 
be arrested for indecent behaviour. Judging 
by the number of arrests, there seems to be 
large-scale rounding up of prostitutes under 
both these acts. The act is used more to 
harass prostitutes and epctract bribes—both 
sexual and monetary—than to prevent pro¬ 
stitution. The Madras High Court observed 
that merely to indulge in some flirtation with 
a stranger, or to behave in such a way as to 
attract the attention of the person of Che op¬ 
posite sex may be regrettable or immodest, 
but it does not amount to any offence." 

The dismal facts are that SITA is a penal 
statute and welfare provisions are alien to 
it. Only one section considers that a woman 
or girl may want to get out of prostitution. 
Under the act an application may be made 


by a woman or a to be placed in a pro¬ 
tective home or in the care of the court. But 
a prostitute who is illiterate and totally 
ignorant of her righu and who is constantly 
intimidated would rardy have the confidence 
to do sa Also given the deploiable Condi¬ 
tion of the rescue homes, unless a woman 
is desperate she would not even want to. 
When the brothels are raided by the poliee, 
the women are hustled around, sent to re¬ 
mand or protective homes and then releas¬ 
ed into the hands of the very brothel keepers 
who pose as their guardians. 

The amendment of 1986 does hot change 
the basic framework nor provide any clarity 
on the issue. It does not decriminalise pro¬ 
stitution nor offers any safety and protec¬ 
tion against harassment and indignity. As 
in other amendments, the main thrust of tlie 
amendment is enhancement of punishment 
and creation of newer categories of offences. 
The act is given a new name a fier the amend¬ 
ment, ‘The Immoral Traffic (Prevention) 
Act, 1988’. It recognises that children or even 
men can be sexually abused and exploited 
for commercial purposes. The provision 
which penalises a prostitute is retained in the 
amendment.’’' The younger the age of the 
person who is sexually exploited, the greater 
is the magnitude of punishment of her ex¬ 
ploiters. The amendment also increases 
punishment for living on the earnings of 
prostitution of a child or minor to an im- 
pri.sonment term of not less t han seven years 
and not more than 10 years. The conviction 
for living on the earnings of prostitution of 
majors is imprisonment up to two years and 
fine up to Rs 1,000 or both. The act provides 
an increase in the prison term for offenders 
convicted for procuring majors and also 
makes provisions for life imprisonment for 
offences against children. 

Increased punishment of detention of any 
person on premises where prostitution is car¬ 
ried on is also introduced. These provisions 
also include (I) Imprisonment may be ex¬ 
tended to life on conviction, (2) The presence 
of a child in a brothel presumes the offence 
of detention of a child, (3) Sexual abuse of 
a child or minor in a brothel presumes that 
he or she has been detained for prostitution 
or saual exploitation. The amendment seeks 
to plug the loopholes provided to landlords, 
tenants and other occupiers of premises to 
escape punishment for brothel-keeping 
under the defence of ’lack of knowledge'. 
While punishment for every other section is 
increased, the male clients arc not affected 
by the amendment. The Bill mitigates the of¬ 
fence committed by male pimps and louts 
by providing them imprisonment between 
seven days and three months. 

Following are the only two provisions of 
the amendment which might marginally 
benefit a prostitute: 

The first one recognises the abuse of 
power by the police during raids. The 
amendment prohibits male officers em¬ 
powered under the act from making a search 
without a warrant unless accompanied by 
at least two women police officers. Interro- 
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gation of wofflen have to be carried out by 
women police officers failing which the 
questioning of such women or girls can be 
done only in the presence of a lady member 
of a recognised welfare institution or 
organisation. Women and girl^iescued from 
brothels or oiher premises have been known 
to be harassed for money or sexual payment 
by male police officers. This clause curtails 
police power at least to the extent of main-' 
taining the prostitute's dignity. It also man¬ 
dates a medical examination of such persons 
to determine age or detection of injuries 
caused by sexual abuse. 

Secondly, it incorporates a new clause 
concerning rehabilitation. It stipulates that 
protection homes should have appropriate 
technically qualified persons, equipment and 
other facilities. The act mandates that pro¬ 
tective homes should not only allow women 
and girls to live in dignity but also to find 
gainful employment. But these marginal 
safeguards can in no way undo the harm 
caused-to a woman driven to prostitution, 
if she continues to be viewed as a criminal 
under the Act. 


V 

Indecent Representation of 
Women (1986) 

The bill against indecent representation of 
women was introduced in the Rajya Sabha 
in August 1986 by Margaret Alva, supposed- 
fy in response to the demand raised by the 
women's movement against derogatory 
depiction of women in the media. The act 
came into effect from October 1987. The ap¬ 
parent aim of the act is “to prevent the depic¬ 
tion of the figure of a woman in a manner 
which is derogatory to women or denigrating 
women or which is likely to corrupt public 
morality”. The act confuses the issue of in¬ 
decent representation of women with morali¬ 
ty by introducing the test of ‘anything that 
which tends to deprave and corrupt’. The act 
also does not specifically state that depic¬ 
ting women in positions of servitude is ‘in¬ 
decent representation’. The vagueness of the 
definition has left the ground open for us 
misuse. It was criticised because of the ex- 
ces.sive powers it conferred on the state. The 
act and the events leading up to its enact¬ 
ment raise many questions; (I) whether the 
campaign itself confused the issue of 
obscenity and a prudish concept of moraii- 
.ty with indecent representation of women; 
( 2 ) whether there was any provision within 
the existing statute which could have effec¬ 
tively dealt with the issue; and lastly (3) how 
will the courts interpret ‘indecent ttpresen- 
tation of women' and whose interests will 
be served by the act. 

The answer to the first question is in¬ 
trospective in nature. The women’s groups 
have mainly agitated against films and 
advertisements which showed women in the 
nude or sexually suggestive poses. This rein¬ 
forced the notion that anything sexual is 
obscene and that respect for women is 


equivalent to treating them ataexkaa.*°The 
puritanical notion of women as sexless be¬ 
ings did not in any wmr hdp to liberate or 
empower women. Ihken to its logical end, 
it leads to women’s segregation, curtails 
women’s movement and manner of dressing, 
reinforces the concept of women’s chastity 
and purity and compartmentalises women 
further as ‘good’ and ‘bad’. It subscribes to 
and strengthens the patriarchal, reactionary 
and fundamentalist notions regarding 
women and their sexuality.. 

Such a focus would adversely affect the 
crucial work in the area of sex education 
which is essential to empower women, par¬ 
ticularly young girls. Such education would 
help women gain a scientific and feminist 
consciousness about their bodies and may 
also lead women to explore their sexuality 
beyond the confines and dictates of hetero¬ 
sexual and subordinate relationship within 
a traditional and arranged marriage. Under 
the new act, such educative material can be 
termed as "that which depraves and corrupts 
public morality”. Conversely, the equation 
of indecency with nudity and sex allowed all 
other portrayals of women to pass off as 
‘decent’. When women, clad in sari, were 
depicted in servile stereotype roles, these im¬ 
ages were not attacked as indecent. So the 
campaign did not help to clearly distinguish 
between ‘indecent representation’ and 
‘obscenity’ as defined in the IPC. 

This brings us to the second question. Sec¬ 
tion 292 of the Indian Penal Code (IPC) 
deals with obscenity. The concept of 
obscenity was based on the nineteenth cen¬ 
tury Victorian notions of prudery which 
considered anything concerning sex as dirty 
and obscene. Under this section a writing or 
representation is considered obscene if it is 
“lascivious or appeals to the prurient interest 


or if ht effect ia nich thatit tends to deprave 
or corrupt the persons who are Ukely to read 
or see it”. The definition was vague and its 
interpretation was governed by subjeaive 
views of individual judges. Ovw the years 
the focus of obscenity shifted from the out¬ 
dated concepts of opiicit sex perse to depic¬ 
tion of sex wit h crime or violence or depic¬ 
tion of women in segpally humiliating 
situations. 

In Samaresh Bose vs Ama) Mitra,*' the 
Supreme Court distinguished between the 
vulgar and the obscene and held that what 
is vulgar need not necessarily be obscene. 
Provisions of this section were wide enough 
and vague enough to deal with ‘indecent 
representation of women’. The section also 
gave wide enough powers to the police to 
deal with the issue. But the powers were not 
as arbitrary as the ones under the new act. 
Even so, it could be misused by people in 
power for their own vested interests. TTie re¬ 
cent case against The Illustrated Weekly is 
a concrete example of this misuse:*^ One 
hopes that it is not a pointer towards the 
future. In the issue dated May 18-24, 1986, 
The Illustrated of India had publish¬ 

ed an article regarding the alleged sexual 
aberrations of the chief minister of Orissa, 
J B Patnaik. The issue was one of public in¬ 
terest. The obvious remedy was a suit for 
damages to protect his reputation, which the 
chief minister filed much later. But as a first 
response, the Bhubaneshwar police registered 
a criminal case under S 292 (IPC). 

In a subsequent issue dated August 3-9, 
1986, the magazine published the affidavits 
which were submitted in court to substan¬ 
tiate their statements in the article The 
copies of this issue were seized and con¬ 
fiscated by the police immediately on their 
arrival in Orissa. On behalf of the Weekly 


Tabi e 2: Disposal oi Rape Cases in Bombay, 1985-1989 


Number of Cases 



1985 

1986 


1987 

1988 


1989 

1 Registered 



lOI 

102 


85 

108 


108 

2 Accused charge sheeted 



93 

96 


76 

104 


100 

3 Accused convicted 



8 

1 


2 

1 


1 

4 Accused acquitted 



8 

3 


1 

— 


2 

5 Accused pending trial 



81 

91 


72 

102 


95 

Source: The lawyers, Bombay, 

1990. 









lABi h 3: AtQuiTiAis AND Convictions in Appeal Courts 1980 to 1989 


Reported Cases 1980 

81 

82 

83 

84 

85 

86 

87 

88 

89 

1 Sessions Court 










a) Acquittal — 

— 

— 

— 

2 

— 

1 

3 

1 

3 

b) Conviction 5 

2 High Court 

6 

4 

5 

3 

2 

2 

8 

6 

14 

a) Acquittal upheld — 


— 


2 

— 

— 

1 

1 

1 

b) Acquittal reversed — 

c) Acquitted by appeal 

— 

— 

— 

— 

— 

1 

2 

w— 

2 

court — 

2 

1 

2 

1 

1 

— 

1 

2 

5 

d) Conviction upheld 5 

e) Sentence reduced/ 

4 

3 

3 

2 

1 

2 

7 

4 

8 

modified 1 

2 

I 

1 

— 

1 

1 

3 

1 

6 


Sourer. The Lawyers, Bombay, february 1990. 
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it wss aigued that there was notlring obtcene 
about the publication of the affidavits filed 
in court. But the magistrate refused to 
release the seized magazines on the ground 
that the photographs of semi-nude women 
(which wen also published in the same issue 
but totally unconnected to the issue concer¬ 
ning the chief minister) were obscene, highly 
lascivious and appealing to prurient interest 
and the sum total of the effect tends to 
deprave and corrupt persons who are likely 
to read it. The order also mentioned that the 
affidavits reproduced were obscene in nature. 
The magazine continued to be in circulation 
in the rest of the country. So the aim was 
not to protect the public at large from 
depravity and corruption but under the 
pretext of preventing ‘indecent representa¬ 
tion of women’ the aim was to deny the peo¬ 
ple in Orissa their right to information con¬ 
cerning a person holding a high public of¬ 
fice. Within a few days of this incident the 
new bill was introduced in Parliament. The 
excessive powers vested with the state under 
the new act need to be viewed within con¬ 
text particularly when the definition of ‘in¬ 
decent representation' is left vague. It gives 
power to the enforcement machinery to enter 
any home and seize any material on the 
ground that it constitutes ‘indecent represen¬ 
tation of women*. 

Since its enactment there are hardly any 
cases which have been decided by the courts 
where the definition regarding ‘indecent 
representation’ has gained clarity. But the 
Pali Parmeshwar case decided by the Bom¬ 
bay High Court is an indication of how the 
issue of ‘indecent representation* is likely to 
be interpreted by our courts.^’ 

The film Pati Pirmeshwar was denied cer¬ 
tification under the Cinematograph Act of 
1962 on the ground that it was violative of 
guideline 2 (iv-a) which was issued under 
Section 5-B of the Cinematograph Act of 
1952.^ The producer challenged the refusal 
of the censor board to grant the film certi¬ 
fication on the grounds that the guideline 
was uhw vires of Article 19(1 )(a) of the Con¬ 
stitution (freedom of speech and expres¬ 
sions) and the Cinematograph Act. The film 
depicted the leading woman, Rekha, in a 
position of servility. It glorified the inhuman 
treatment meted out to her by her husband 
and in-laws and her quiet acceptance of this 
humiliation as an ideal for all Indian women. 

The four judges of the Bombay High 
Court who hrard the case expressed four dif¬ 
ferent views and offered four different inter¬ 
pretations of the legal issues involved. Justice 
Pratap, the single judge who heard the case 
opined that the character of Rekha was not 
depicted as being servile within the meaning 
of guideline 2(iv-a). According to him Rekha 
exhibited praiseworthy commitment to sav¬ 
ing her marriage and exemplified the inner 
strength and character of Indian woman¬ 
hood. He saw the abuses which Rekha was 
forced to withstand as ennobling. He con¬ 
cluded that the film was not violative of 
guideline 2(iv-a). He left the issue of con¬ 
stitutionality of the guideline open. 


the government appealed against these 
judgment. The case was heard by a two- 
judge bench consisting of Justices Lentin 
and Agarwal who disagreed with each other 
on every issue and gave totally contradictory 
judgments. Justice Agarwal found the guide¬ 
line to be ultra vires of both—Section 5-B 
of the Cinematograph Act as well as Article 
19(iXa) of the Constitution. Further he hdd 
that even if the guideline was constitutional, 
the depiction of Rekha would not be viola¬ 
tive of it. He held that servility is not igno¬ 
ble but worthy of praise. On the other hand. 
Justice Lentin found that guideline 2(iv-a) 
falls within the notion of decency and 
morality mentioned in Article 19(2) of the 
Constitution and 5-B(i) of the Cinemato¬ 
graph Act. He reasoned that the notion of 
decency and morality precludes depiction of 
women which is denigrating to them. Fur¬ 
thermore, he decided that the guideline was 
most certainly violated by the depiction of 
Rekha. as the film epitomises ignoble ser¬ 
vility being presented as a praiseworthy 
quality. He commented that Rekha was 
depicted as servile ‘to the point of 
repugnancy’. 

On account of the difference between the 
judges the matter was referred to Justice 
Shah who agreed with Justice Lentin that 
the guideline is not unconstitutional nor is 
it beyond the scope of Section S-B(l) of the 
Cinematograph Act. He reasoned that 
ignoble servility itself is indecent because it 
is not acceptable’under our contemporary 
standard of propriety within society. But 
strangely. Justice Shah did not find that 
Rekha’s depiction was ignoble servility. He 
agreed with Justice Agarwal that the film 
IS not violative of the guideline. He reason¬ 
ed that because the film was seen by a 
primarily Hindu audience there was nothing 
wrong with Rekha’s servility. Heoidered that 
the film be certified. 

So out of the four judges who heard the 
case three judges held that glorifying servili¬ 
ty of a wife does not amount to ‘ignoble ser¬ 
vility’ under guideline 2(iv-b). What is even 
more disturbing is that the judges also in¬ 
terpreted the secular Constitution of our 
country which forbids discrimination on the 
ground of religion, along religious lines and 
held that different role models apply and' 
norms of decency and morality apply for 
Hindu women and a Hindu audience. The 
final outcome of this case is an indication 
of how the act will be interpreted by our 
courts. With wide powers vested with the 
state it leaves no doubt as to whose interest 
it will serve. The wrongly formulated 
demands have served to strengthen state 
power. 

VI 

Sad (1987) 

There were widespread protests following 
the public murder of an 18-year old girl, 
Roop Kanwar in Deorala, Rajasthan in 
September 1987. One of the demands was 
for legislation to deal with the issue. The 


government which had beezmie expert in 
passing laws on women’s issues responded 
promptly. This time there was no pr^erted 
of ‘expert committees’ to look into tllb 
issues. No delaying tactics. Before the 
embers of the funeral pyre of Roop Kanwar 
cooled down, the law came into edect. The 
state law, the Rajasthan Sati (Prevention) Or¬ 
dinance,'was pasted in October 1987. This 
was soon' followed by a central legislation 
in January 1988—the Commission of Sati 
(Prevention) Act which was passed through 
both bouses with a minimum of debate or 
amendment. 

“Is the Indian Penal Code dead when it 
comes to crimes against women?’’ Indira 
Jaising, the legal expert on women’s issues 
asked in her editoriid of The Lawyers.*^ “It 
was not lack of a law but the lack of a will 
that resulted in its failure to intervene," 
remarked Madhu Kishwar, editor of 
Manushi.** By now at least a certain sec¬ 
tion within the women’s movement had 
become wary of the government’s eagerness 
to pass ineffective laws, and were highly 
critical of the new law. 

The passing of the law has taken the clock 
back a century. The first legislation against 
sati was promulgated in 1827 in Bengal; this 
was followed by similar legislations in 
Madras and Bombay. The act was challeng¬ 
ed in the Privy Council by pro-sati religious 
factions on the ground of freedom of reli¬ 
gion. This was countered by the argument 
that there could be no freedom or religion 
that could go beyond what was compatible 
with the paramount claims of humanity and 
justice. The argument of a woman’s choice, 
which was the mtun premise in the defence 
of the Roop Kanwar murder was not put for¬ 
ward then.^’ 

The preamble of the Madras Sati Regula¬ 
tions stated: “Without intending to depart 
from one of the most important principles 
of the Government in India, that all classes 
of the people be secure in the observance of 
their religious usages, so long as the system 
can be adhered to without violation of para¬ 
mount dictates of justice and humanity, 
government has deemed it right to establish 
the following rules...’’ 

When the Indian Hmal Code was enacted, 
a special provision to prevent the commis¬ 
sion of sati was not incorporated. But it was 
considered that the sections on murder, 
suicide and abetment to suicide could ade¬ 
quately deal with the problem. 

By passing a law, the government has 
bestowed a special status to the public 
murders of widows and a religious and 
cultural context to the issue. The act con¬ 
cedes that sati constitutes a special offence, 
distinct from murder and suicide. Shifting 
the onus of proving the offence on the ac¬ 
cused vests fqrther arbitrary powers with the 
state which will be used not to prevent the 
commission of sati but to curb civil rights 
of people in general. 

Most of the people who were arrested 
after the incident were mere bystanders. 
Under the new act the onus of proving in- 
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nocence will be on them. Thii violates one 
of the basic premise of criminal juris¬ 
prudence that the accused it innocent till 
proved guilty. While conceding that it might 
be necesury in the interest of justice to 
depart from this principle in crimes of a 
private nature like rape and wife murder, it 
was totally unwarranted in the case of sati 
where the crime is committed publicly. At 
a time when most countries are considering 
abolition of the death sentence as it has pro¬ 
ved futile as a way of reducing the crime rate, 
it is ironical that under the pretext of pro¬ 
tecting women’s rights, we are introducing 
it for newer categories of offences. The final 
irony of the act is that in its zeal to protect 
the women’s rights, the act stipulates punish¬ 
ment to the victim. A woman who attempts 
sati is to be imprisoned for one to five years 
and fined of Rs S.OOO to Rs 20,000.^^ 

VII 

Sex Determination Tests U988| 

On May 10. 1988, the government of 
Maharashtra brought into force the Maha¬ 
rashtra Regulation of Use of Pre-Natal 
Diagnostic Techniques Act, 1988. This 
moment which ought to have been one of 
jubilation turned out to be a moment of 
doubt and misgivings. Amniocentesis, a 
technique through which the sex of an un¬ 
born child can be determined, was originally 
discovered for the detection of genetic ab¬ 
normalities. But in India where being born 
female itself is treated as a deformity, the 
tests were widely used for sex determination 
with the specific intention of aborting the 
female foetus. The abortions which had to 
be carried out in the second trimester of 
pregnancy were extremely dangerous to a 
woman's health. The issue had hit the head¬ 
lines when a male foetus whose father hap¬ 
pened to be an influential government of¬ 
ficial was erroneously aborted.'" 

The ban on misuse of the technology in 
government institutions had led to its 
privatisation and commercialisation. Sex 
determination clinics mushroomed all over 
the country. Unscrupulous doctors were 
using the technology to cash in on the 
societal abhorrence towards females to make 
a quick buck. The wide popularity of these 
tests was a stark reflection of the hatred 
towards females by members of their own 
family. 

In the last century this phenomenon caus¬ 
ed the colonial rulers to overstep their policy 
of non-interference in matters concerning 
religious practices and enact two laws. One 
preventing the gruesome public murders of 
widows and the second, banning of an even 
more gruesome practice—thp private killing 
of female babies by their own parents. 

The instant popularity of sex determina¬ 
tion <sd) tests indicated that this hatred per¬ 
sists. Progress and development have ap¬ 
parently not contributed towards changing 
the basic attitude But with the aid of science 
and technology it had acquired sophisticated 
forms and precipitated the killings from the 
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bom to the unborn Aape Hie teits also nus- 
ed the issue of neutiality of science and 
technology and the indifference of the 
medical community to issues of social 
justice. 

The campaign was initiated by concerned 
individuals from women’s groups, civil liber¬ 
ty, health and people’s science movements. 
In October 1984, a broad coalition, the 
FOrum Against Sex Determination and Sex 
Preselection (FASDSP) was set up to carry 
on a sustained campaign against sex deter¬ 
mination. The FASDSP worked on many 
levels—conducting research studies and 
surveys, disseminating information through 
seminars, workshops and articles in the 
popular press and working towards a new 
legislation. Innovative ways of creating 
public opinion were used. Morchas in which 
prominent personalities marched with their 
daughters; children’s day prftrammes which 
focused on the girl child and a month long 
‘Nari Jeevan Sangharsh Yatra’ all over the 
city to create public awareness, etc The cam¬ 
paign gained momentum and the issue 
received wide media publicity and sympathy 
and support from a wide section of people. 

This campaign stands out against others 
mentioned earlier, not only for its systematic 
follow-up of the issue but also for constant 
introspection. It is only through this process 
the layers of complexities could be disen¬ 
tangled and a clear perspective emerge 
within which the demand for regulating the 
tests could be firmly placed. 

The issues which had to be confronted 
were not so simple and straightforward as 
they had initially seemed. In the first phase 
of the movement, the focus was on the 
woman's health and the dangers of abortion 
in the second trimester of pregnancy; 
chances of wrong diagnosis and abortion of 
male foetus and of unscrupulous doctors 
routinely informing the gullible parents that 
the foetus is female, etc. But while the 
campaign wa.s gaining momentum, the tech¬ 
nology was also gaining ground and it 
became possible to detect the sex of the 
foetus in the first trimester. So the argument 
of unsafe abortion became baseless. There 
was also the possibility of even more 
sophisticated lechnology through which sex 
could be pre-selected at the time of concep¬ 
tion. So the argument of repeated pregnan¬ 
cies affecting the health of the woman or 
even diagnostic errors would not hold. The 
basic issue, that of protecting the female 
species, had to be addressed directly without 
any frills and cover-ups. This too was not 
easy. The arguments supporting an indi¬ 
vidual female foetus’s right to life were too 
close to the conservative pro-life argument 
against abortion which was one of the 
crucial issues facing 'he women’s movement 
in the west. If extended further, it would 
jeopardise women's right to safe abortion. 
Once again extreme caution had to be exer¬ 
cised to formulate the framework. 

In India abortion was an offence under 
the IPC until 1971. But the Medical Termina¬ 
tion of Pregnancy (MTP) Act, 1971 laid 
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down liberal grounds through which women 
otxained the right to safe, scientific and legal 
abortions. The purpose of the act was not 
so much for women’s rights as population 
control. The MTP Act laid down certain 
selective grounds under which the pregnancy 
could be medically terminated. Grounds like 
‘failure of contraceptives’ were wide enough 
for any woman to avail of this facility. While 
protecting the female foetus it was impor¬ 
tant to ensure that the provisions of the 
MTP Act are not narrowed down, which 
would curb the crucial right of every woman 
to have a safe abortion." 

it was extremely difficult to esublish a 
nexus between sex determination and selec¬ 
tive abortions. At times they were not even 
conducted at the same clinic. Women could 
go to a private clinic for the test and then 
approach a government hospital for a free 
abortion. So the issue had to be dealt with 
at the level of the sex determination test and 
not at the level of constraining a woman’s 
right to abortion. A petition was Filed by a 
women’s group in Bombay, the Mahila 
Dakshata Samiti, in the high court after the 
death of a woman who had undergone the 
test in September 1986.’" The news received 
a mixed response from the campaign group 
as it was based on a dangerous ground that 
sex determination tests are violative of Ar¬ 
ticle 21 of the Constitution—the right to life, 
the same argument used by pro-life groups. 

A private bill introduced by Sharad Dighe, 
MP from Bombay to amend the MTP Act 
to prevent sd tests was also opposed. The 
only logic on which all the arguments could 
be based was that sex determination leading 
to selective abortions amounts to sex 
discrimination and is violative of Articles 14 
and 15 of the Constitution—equality before 
law and prohibition of disenmination on the 
grounds of sex. 

The question of a woman's choice also 
had to be debated in depth. I f a woman has 
a right to limit the number of children, ex¬ 
tending the same logic further, does she not 
have a right to have a child of a particular 
sex? This was the argument widely used by 
those with vested interests in support of the 
tests. The doctors claimed that they were do¬ 
ing a service to women by aborting their 
female children because in our society to be 
a woman is bad enough but to be a mother 
of girls is the worst humiliation. 

Other arguments in favour of the tests 
which received publicity in the media were 

(1) as per the theory of supply and demand 
if females become scarce in society their 
value and status would be enhanced; and 

(2) since a female child would be subjected 
to great hardships after birth, getting rid of 
the child before her birth would save her 
from greater humiliation. The arguments 
were based on the premise that subordina¬ 
tion of women in our society is an immu¬ 
table and irreversible state which had to be 
accepted and not countered. While the group 
was trying to change social att itudes through 
various means of propaganda, the demand 
for a legislation was raised mainly to pre- 
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vent the medical community from misuiing 
the technology for its own vested interests. 

In 1986, the group succeeded in getting 
a private members’ bill introduced in the 
state legislative assembly by Mrinal Gore 
of Janata Party, Shyam Wankhedc, and 
Sharayu Thakar of Congress(I). The govern¬ 
ment was now forced to respond. A survey 
of sex determination clinics was commis¬ 
sioned. This helped the activists obtain of¬ 
ficial statistics to support their contention 
about the widespread misuse of the tests in 
the city. The government also set up an ex¬ 
pert committee before the bill could come 
up for discussion. Representatives of 
FASDSP were invited to b« on the commit¬ 
tee. But a doctor who vociferously defended 
the tests and who was running a sd clinic 
was also invited. So the motive of the 
government became suspect. Anyway it was 
decided that it would be advisable to 
monitor its functioning from within rather 
than bojnotting it totally. In any case the 
opdoo to resign could be exercised at any 
p^t of time. 

The report of the committee submitted in 
May 1987 gave the campaign a boost as it 
had included all its demands in its recom¬ 
mendations. The main recommendations 
were as follows: (i) The misuse of pre natal 
diagnostic techniques for sd should be total¬ 
ly banned, (ii) This use should be restricted 
only to government institutions, (iii) These 
techniques should be used for the detection 
of congenital abnormalities only, (iv) The 
state government should enact a special law 
for this purpose, (v) The state government 
should pressurise the central government to 
enact a similar legislation at the national 
level, (vi) The MTP Act, if required, may be 
amended so as to include in it a clause ex¬ 
plicitly stating sex-selective abortion as a 
legal offence (except where therapeutically 
justified), and (vii) The law can succeed only 
if it is supported Iqr a well-planned long-term 
movement for h^th education and con¬ 
sciousness raising. The government should 
take suitable steps to that effect. 

The report of the expert committee was 
never rdoued nor discussed. It was apparent 
that the government was buying time, 
waiting for the tempo of the campaign to 
slacken. On December 31, 1987, out of the^ 
blue, almost as a New Year gift, the chief 
minister announced that the cabinet had ac¬ 
cepted all the recommendations of the com¬ 
mittee. The campaign group was pleasantly 
surprised. The FASDSP team was very 
happy but cautiously responded that the real 
test would lie in its implementation. In April 
1988 the government suddenly announced 
that the bill would be discussed in the 
assembly on the following day. With dif¬ 
ficulty a copy of the bill could be procured. 
The team was shocked to find that all the 
objectionable clauses had been incorporated: 

(I) The bill provided for granting licences 
to private centres/laboratories while the ex¬ 
pert committee report and even the chief 
minister’s announcement had categorically 
stated that licences would be given only to 


goveriunent centres/laboraiories. 

(2) The bill provided for punishment to 
the woman undergoing the test. Although 
the clause said that such a woman would 
normally be assumed to be innocent, it pro¬ 
vided tor the punishment if it was proved 
that she went for the test ton her own’. Under 
the present social context there was every 
possibility of the in-laws getting away scot- 
free and the woman bdng punished for 
undergoing the test. 

(3) The right tq move the court rested only 
with the official oigans of the implementing 
machinery i e, the sute appropriate authori¬ 
ty and the state and local vigilance commit¬ 
tees (SAA, SVC and LVC). But no time 
limit was set for their constitution, without 
which there could be no imolementation. 

(4) In the conditions listed for undergoing 
the test the cq^al words ‘potentially 
teratogenic’ were dropped which meant that 
the woman could undergo the test even tor 
a minor infection or after consumption of 
any routine drug. 

The group was in a dilemma. If the bill 
was pkssed in the present form it would 
represent a purely symbolic victory for the 


campaign. Opposing the bill would seal the 
tote of the campaign once and for all. Refer¬ 
ring it to another expert committee would 
mean inderinite postponement. So fiiudly it 
was decided to suggest some amendments. 
Only two amendments were accepted—the 
wor^ ‘potentially teratogenkf were added 
to narrow the scope of misuse of sd and the 
clause giving blanket powers to govemmem 
to exempt institutions from the applicatioa 
of the regulation was dropped. 

For the success of the act it was necessary 
that a few cases be lodged against the 
violators of the law within the Hrst few 
months and that the legal action be high¬ 
lighted in the media. But it was not possi¬ 
ble to move the court as the SAA, SVC and 
LVC were not set up till 1989 and the action 
could be initiated cmly through these bodies. 
In 1989 when they were finally set up, there 
was no public announcement. A list of the 
memben could be obtained only with dif¬ 
ficulty. None of the FASDSP members were 
included. Persons with high standing in the 
field of medicine, whose names had been 
suggested because of their commitment to 
the issue were also not included. Among the 
members was a doctor who had been con- 
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ducting the test. Finally through public 
pressure she had to resign. 

Although limited in scop^ the passing of 
the aa created on optimism for similar cam¬ 
paigns in other states. The number of sd 
clinics declined significantly after the act. 
The credit for this cannot be attributed to 
the new act but to the sustained campaign 
preceding it. After the bill was pass^ the 
campaign slackened and it needs to be seen 
whether the campaign can sustain itself to 
monitor the effective implementation of the 
act. 

In April 1987, the governmeni of India 
announced the formation of an expert com¬ 
mittee to draft a central legislation After 
prolonged discussions by active members a 
draft legislation was finalised and circulated 
to all state governments. In spite of alert in¬ 
terventions, all the objectionable clauses of 
the Maharashtra Act were also included in 
the central bill Before this bill could be 
presented to the F^rliament, the government 
collapsed and so it remains on the shelf col¬ 
lecting dust until a new government thinks 
It important enough to introduce in Parlia¬ 
ment or alternatively, if sufficient public 
pressure is generated, and the government 
IS forced to introduce it But this kind of 
tempo IS difficult to sustain indefinitely. 

VIII 

(^onrluHions 

^Vhile discussing the enactments against 
violence on women during the decade it is 
also important to mention briefly certain 
developments in the other laws concerning 
women, particularly within marriage. The 
Muslim Women (Piotection of Rights on 
Divorce) Act passed in 1986, denied Muslim 
women the right to maintenance after 
divorce. The C hristian women’s demand for 
a reform in their antiquated, discriminatory 
and sexist personal laws was not conceded. 
The issue of a secular non-sexist civil code 
has been consistently pushed under the 
carpet and even when it does come up, in 
the present political context, it may well be 
more anti-minority than pro-women. 

A Bombay High Court judgment held 
that a woman has no right to enter her 
matrimonial home The demand for a 25 per 
cent job reservation for women was not eon- 
ceded. No viable alternatives for women to 
opt out of marriage in terms of jobs and 
housing have evolved. Wherever the econo¬ 
mic or political power base would have been 
upset, the government has not passed any 
laws. The laws which have been given for the 
asking and which confer excessive powers to 
the state need serious requestioning. Perhaps 
the movement has been short-sighted in rais¬ 
ing such demands in the first place and fall¬ 
ing right into the manipulative schemes of 
the government. The women’s movement is 
too insignificant at this moment to monitor 
the implementation of these laws and pre¬ 
vent thdr misuse. The power acquired by the 
government in the name of protecting 
women becomes all the more frightening in 


the present political context of rising com- 
munalism and criminaiisation of the 
political process. 
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Prostitution Laws—Ideological Dimensions 
and Enforcement Practices 

Jean D'tj^unha 

Prostitution as an institution can only be understood by exploring the economic and ideological base on which 
it rests. In the last four decades not only has the phenomenon reached alarming proportions but the forms of 
operation have changed as welL Militarisation, global impoverishment,, development models pursued, etc, have 
all had an impact on its growth. Governments all oyer the world have used the instrument of law as a means 
to deal with prostitutes and prostitution. This article attempts to examine the ideological underpinnings of these 
laws and their operation and how they affect all women. 


I 

Introduction 

PROSTITUTION is bound up with wider 
social processes and permeated by assump¬ 
tions current in society at large. The institu¬ 
tion of prostitution has existed in one form 
or another in all class-based patriarchal 
societies. In ancient times, female prostitu¬ 
tion in several societies was closely linked to 
religious practices. By contrast, prostitution 
in modern times tends to be associated with 
promiscuity, crime and social condemna¬ 
tion. 

Prostitution as an institution therefore 
cannot be understood only with refeience to 
ceruiin culture-specific variables. It has a 
clear economic and ideological base and is 
intrinsically related to larger socio-economic 
and political processes. Rather than as a 
moral issue it can be usefully analysed as a 
crucial part of the labour transformation 
process [Ilruong, 1987, p 30]. 

The last four decades have seen female 
prostitution, in south-east Asia in particular, 
undergoing dramatic changes. Not only has 
the scale of the phenomenon reached alar- 
-ming proportions, but the forms in which 
prostitution manifests itself have become 
widely diversIBed. In particular, evidence 
suggests a correlation between militarisation 
in these regions and the growth of prostitu¬ 
tion. An Increase in prostitution as a result 
of the development of the tourist industry 
is another recent phenomenon. In countries 
where the sex business has assumed the 
dimensions of an industry, it has been sug¬ 
gested that prostitution makes a significant 
contribution to the process of economic 
development at the macro-level through in¬ 
come remittances of prostitutes to their 
village families. 

Despite the magnitude and manifold 
dimehsions the phenomenon has acquired, 
it has received scarce analytical attention. 
Existing literature on the subject, in India 
for instance, largely tends to be descriptive, 
highlighting specific aspects of prostitution, 
the socio-economic background of the 
women involved, their living and working 
conditions, etc. Most of these studies adopt 
a structural-functionalist approach, at¬ 
tributable to the dominant positivist orien¬ 
tation of the social sciences and in particular, 
sociology, in India. Several studies reveal no 


clear theoretical assumptions, but emphasise 
individual motives, attitudes and behaviour, 
and issues of vice, morality, public order and 
public health, regulation and control. 

There are three conflicting views on pro¬ 
stitution, the moralist, the institutionalist 
and the feminist. The first two refer to street 
and brothel prostitution, while the third, 
which is more recent refers to the social con¬ 
ditions of all women. The moral approach 
maintains that prostitution violates moral 
sensibilities, it is hence undesirable and must 
be eradicated through the use of penal 
measures. The institutional argument takes 
prostitution as the oldest profession, which 
the state at best can control marginally. 
These two views are based on the assump¬ 
tion that social activities can be regulat^ 
for the benefit of all, and that regulations 
can be designed and executed by a national 
body. The third line of the thinking reflected 
in feminist circles, but not yet significantly 
embodied in Indian studies on prostitution, 
challenges the first two positions. It main¬ 
tains that prostitution is only one aspect of 
the prevailing unequal gender relations. Pro¬ 
stitution as a social phenomenon will sur¬ 
vive so long as the social structures surroun¬ 
ding it, and contributing to it prevail. 
Neither sanctions nor moral condemnation 
will uproot prostitution. The legal status and 
the social stigma prostitutes endure isolate 
them from the rest of humankind and ex¬ 
pose them to various forms of exploitation 
[IVuong, 1988, p 2). 

Governments the world over have used the 
instrument of law as a means to deal with 
prostitutes and prostitution. Because of the 
complexity of the phenomenon, its interna¬ 
tionalisation as an industry and the gaps in 
our information, there is a pressing need to 
delineate the policy issues involved and to 
build an analytical framework in which to 
discuss them. This article is a modest at¬ 
tempt to examine the ideological under¬ 
pinnings of the prostitution laws across 
societies including India. 

II 

Legal Systems Governing 
Prostitution 

Three systems of prostitution-related laws 
have been formulated and applied in various 
parts of the world: the prohibitionist system. 


the tolerationist system and the system of 
legalised prostitution. 

The prohibitionist system as it exists in the 
US except in Nevada (Women’s World, 
1990-91) perceives prostitution as immoral 
and aims at its eradication. In pursuance of 
this end, it bans prostitution per se. 
criminalising the activities of all categories 
of people involved in prostitution, i e, 
brothel-keepers, pimps, procurers, clients 
and prostitutes. 

The tolerationist system rests on the 
assumption that prostitution is as old as 
human civilisation itself; that it is a univer¬ 
sal and inevitable social evil necessary to 
satiate a naturally aggressive male sexuality 
and that in the past it has only been pos¬ 
sible for the state to at best introduce some 
mechanisms of control over prostitution, so 
as to protect public health and curb excessive 
exploitation. This system of law consequent¬ 
ly does not seek to abolish prostitution per 
se. It is only targeted at trafficking in women 
and girls for prostitution, brothel-keeping, 
pimping, procuring and tenting premises for 
prostitution. Prostitutes are not intended to 
be criminalised by virtue of their work. They 
have more or less the same rights as other 
citizens. The United Nations’ Convention 
for the Suppression of the TVaffic in Persons 
and of the Exploitation of the Prostitution 
of Others, 1949 which has been adopted in 
several countries such as Britain, India and 
France ( Women's World, 1990-91) embodies 
this system. 

Though this system docs not forbid the 
act of prostitution per se, countries adop¬ 
ting this system generally and surprisingly 
have other laws or insidious clauses within 
the dominant prostitution law, penalising 
soliciting or loitering by prostitutes. Thus 
contrary to the declared objectives of the 
tolerationist tradition, these clauses effective¬ 
ly result in the criminalising of individual 
women in prostitution, while the dient is not 
considered an offender. 

Many countries have adopted the system 
of legalised prostitution. Prostitution was a 
legal activity in 19th century England and 
India and presently in Germany, Nevada in 
the US, Vienna in Austria and Switzerland. 
(Women’s World, 1990-91). The legal tradi¬ 
tion, is grounded ir .he assumption that pro¬ 
stitution is a necessary social evil requited 
to safeguard ‘straight women* against male 
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sexual aoRttion and to protect the family 
iitructuit, and must hence be legalised. 

legalisation permits prostitution especial¬ 
ly in ‘closed houses’ or ‘cros’ centres. The 
system requires prostitutes to mandatorily 
and compulsorily renter themselves with 
the local authosities and submit them¬ 
selves to periodic health check-ups for VD 
clearance after which a prostitute is issued 
a police clearance to work profenionally, 
generally in officially designated areas. 
Legalisation is thus perceived as a megns of 
ensuring ‘public health', through regulation 
and control of prostitutes and their health, 
while permitting unfettered male access to 
womoi. 

In more recent times, sections of western 
civil liberation and certain prostitutes* rights 
groups have been raising the demand for 
‘decriminalisation of prostitution’. This 
arises partly from their desire to protect in¬ 
dividual women in prostitution and place 
them outside the scope of state regulation 
and control that the tradition of legalisation 
and other systems of law seA to enforce. It 
also stems from a certain understanding of 
the institution of prostitution, which while 
it moves beyond a conventional morality, ac¬ 
cepts the patriarchal and exploitative basis 
of prostitution as an institution. 

Advocacy of this legal tfadition ig on the 
following grounds; (a) Prostitution s often 
a wottuui’s occupatioruU choice; (b) it affords 
a woman freedom, rinanciai autonomy and 
sexual self-determination; (c) if a woman can 
sdl her mental and manual skills, which are 
exploited, there is nothing wrong in commer¬ 
cialising her sexual skills in prostitution, 
which is only another form of women’s 
work; (d) prostitution is related to the ex¬ 
ploitation and oppression of all women 
looked upon as sex objects—a prostitute at 
least sells her body and does not give it away 
free as married women do; (e) Decriminalis¬ 
ing prostitution would allow for unionisa¬ 
tion of prostitutes against brothel-managers, 
pimps and the police and it would also 
enable prostitutes to press for welfare 
measures like health care, child care and 
educational facilities for their children, 
social security for themselves, etc; and 
(f) decriminalisation of prostitution would 
wipe out the stigma of immorality and 
criminality attached to prostitutes and 
prostitution. 

This system, seeks to recognise prostitu¬ 
tion as a legitimate business, subjecting 
owners and managers of prostitution 
establishments to business and labour laws 
and not to criminal law. It likewise advocates 
the removal of all criminal sanctions against 
prostitutes. 


Ill 

Biases in Legal Systems 

Legal systems governing prostitution, like 
any other, mirror the dominant value 


premises and assumptions regarding class, 
gender, race, etc, current in society at large. 

Definition of prostitution 

lb begin with, prostitution laws in most 
countries, by and large define prostitution 
as a female phenomenon. The Indian law, 
for instance, embodied in. the Suppression 
of Immoral IVaffic in Women and Girls Act 
19S6 (operational in 1938) deflned prostitu¬ 
tion as “the act of a female offering her 
body for promiscuous sexual intercourse, for 
... whether in money or in kind, and whether 
offered immediately or otherwise, and the 
expression prostitute was to be construed ac¬ 
cordingly’’ [Beotia’s The Suppnsaon of Im¬ 
moral Ihtffk in Women and Girls Act, 1956, 
1981, p 19]. However the scope of this deHni- 
tion hm by the amenefanent act of 1986..., The 
Immoral Daffic in Persons (Prevention) Act, 
now been broadened to include any person 
offering sexual services, an amendment in¬ 
troduced as a result of pressure from pro- 
gressive sections [D’CuRha,l991, pp 83-86]. 

The legal definition of prostitution 
reflects the conventional social perception 
of prostitution for a greater part of history 
as a female phenomenon, despite the ex¬ 
istence of male prostitution. This is largely 
the product of structural and cultural fac¬ 
tors which account for gender roles and 
stereotypes in society. Women have tradi¬ 
tionally been referred to in terms of their 
reproductive organs and functions—either 
as reproductive machines and providers of 
sexual services deemed part of conjugal duty 
to husbands in marriage or as providers of 
sexual pleasure to men outside the institu¬ 
tion of marriage. As sexually-linked 
characteristics serving male interests 
predominate cultural definitions of women, 
it is little wonder that prostitution is perceiv¬ 
ed as a female phenomenon even in law. Fur¬ 
ther, male prostitution has also perhaps been 
more limited, less varied and institutionalis¬ 
ed compared to female prostitution. 

Also most definitions of prostitution, in¬ 
cluding that contained in the Indian law 
define the phenomenon as ‘“promiscuous 
sexual intercourse, either habitual or inter¬ 
mittent, for mercenary ‘inducement’. It is 
thus characterised by payment, promiscui¬ 
ty and emotional indifference. This suggests 
moral acceptance of sexual intercourse 
within socially accepted unions alone and 
assures that sexual intercourse within these 
unions is unpaid for. Thus sexual intercourse 
which is not paid for, which involves emo¬ 
tional attachment and occurs within social¬ 
ly prescribed institutions is morally accepted, 
while sexual unions outside these are morally 
condemned. 

Other definitions indicate broad agree¬ 
ment among researchers that the element of 
payment is most basic, but that the economic 
criteria alone does nut suffice. Disagreement 
revolves around the social confines in which 
prostitution manifests itself. Thus Davis 
[l%l, p 273] argues that since some form 
of payment is found in social arrangements 


such as marriage and courtship, the element 
of promiscuity must be retained in the 
definition to differentiate prostitution from 
other types of relationships. This view is ex¬ 
tended ^ Polaky [1967, p 191 ] who defines 
prostitution as the granting of non-marital 
sex as a vocation [Huong, 1986, p 4]. 

Gagnon [l%8, p 592] defines prostitution 
more precisely as “the granting of setual 
access on a relatively indiscriminate basis for 
payment in money or in goods, depending 
on the complexity of the local economic 
system. Payment is acknowledged for the 
specific sexual performance’’, with a view to 
differentiate the professional prostitute from 
the mistress or from females who accept a 
range of gifts while having sexual contract 
with a male. However, as often pointed out, 
this differentiation is an artificial one, since 


in patriarchal societies, the structural rela¬ 
tionship between men and women is such 
that the control of women’s sexuality and |l 
female prostitution are two sides of the same 
coin; male domination. The separation bet¬ 
ween the wife (the respectable woman), the || 
mistress (the kept woman) and the prostitute f 
(the fallen woman), only serves to divide i 
women, strengthen patriarchal ideology and i 
conceal women’s consciousness of their 1' 
common condition of dependency on men f 
[Truong, 1986, p 4]. 

Kathleen Barry [1981] presents another § 
dimension to our understuding of prostitu- 
tion. She points out that women are forced 
into prostitution by men Who use a variety i||i 
of means ranging from deceptive promises K 
of jobs or marriage or the invisible enslave- g* 
ment pf love and loyalty (for a pimp) to i' 
physic^ kidnapping and imprisonment. She 
writes; “Female sexual slavery is present in p 
all situations where women or girls cannot 1 
change the immediate conditions of their 
existence, where regardless of how they got Ivj 
into those conditions, they cannot get out 
and where they are subject to sexual violence | 
and exploitation” (p 40). |j':j 

Though Barry’s definition draws out a ;t | 
very important dimension of prostitution j 
ignored by others, namely coercion, it is at,^ 
the same time too wide and too narrow.^; 
First, although slave labour in prostitution^^ 
continues to exist to date, it is not the onlyg 
form of prostitution. Second, not all women! 
who are subject to sexual exploitation cann 
be considered slaves, even when they cannotl 
get out of the situation. Slavery carries withi 
it connotations of social outcast, property! 
and compulsory labour [Watson, l98oJ 
pp 1-13]. In many societies however, there ai^ 
women who are purchased as a piece of pro-i 
perty through marriage, must perform com-# 
pulsory labour, maybe sexually abused, buti| 
ate not social outcastes [Truong, 1986, p 31.| 

Social scientist Truong attempts to pro-if 
vide some guidelines which can be applietfl 
cross-culturally and historically. To beginlf 
with, prostitution is the provision of sexuaM 
services in exchange for material gains. Thu.^ 
provision may be induced by one or mor^ 
of a variety of conditions; physical coercioni 
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socio-economic coercion ami individual 
decision. Prostitution can take many dif¬ 
ferent forms, the delineation of which in¬ 
volves the following criteria; (a) the number 
of men to whom services are provided, 
(b) the nature of payment, and (c) the in¬ 
stitutional confines [n-uong, 19^ p S]. 

Depending oh the forms, the institutions 
and the people involved, prostitution can be 
simultaneously condoned and condemned, • 
m any given historical period. At one ex¬ 
treme prostitution may be disguised.in the 
legal institution of marriage through which 
a woman is contracted to be sold or con¬ 
tracts to sell herself to a man in exchange 
for social conformity, economic security and 
some limited rights. In this case sexual 
services form only a part of the relationship. 
At the other extreme, prostitution is a prac¬ 
tice involving the exclusive provision of 
sexual services on a relatively indiscriminate 
basis, in a manner similar to the sale of any 
form of unskilled or semi-skilled labour. In 
between, there are the hetaerae (including 
courtesan, geisha, kisang, demi-mondaine) 
who provide sexual services to a select 
number of parties, sometimes as a form of 
oiotic art, and usually on payment, which 
ranges from money, expensive gifts and/or 
access to social mobility. Equally there is the 
mistress or hired wife who is maintained by 
a partner in exchange for the occasional 
provision of sexual services, without a bin¬ 
ding marriage contract and its legal implica¬ 
tions. The social conditions of women who 
practise prostitution are determined by the 
institutional confines, e g, slave labour can 
exist in brothels while within hetaerism 
women can have limited social mobility and 
can be largely free of moral condemnation. 
The insitutions in which prostitution 
manifests itself vary according to socio¬ 
economic changes and equally, relations of 
OKhange in prostitution are also iransform- 
ad jo relation to institutional changes 
flhiong, 1986, pp 5-6]. 

Five main issues emerge from this 
definition: 

(1) Sexual services in prostitution cannot be 
conceptualised as being limited to sexual 
intercourse, but must be extended to in¬ 
clude other dimensions of human exis¬ 
tence such as leisure and nurturing, 
which are often included in the services 
provided by prostitutes as professionals 
and as women. 

(2) Material gains cannot be seen only in 
terms of money and/or gifts, but must 
also be seen in terms of social mobility 
for the individual as well as for groups. 

(3) The social conditions of prostitutes be 
assessed beyond the institution of slavery 
and brothels, so as to include other insti¬ 
tutions because each institution is 
governed by a different set of social rela¬ 
tions, which determine the status of the 
individual prostitute. 

(4) The act of prostitution must not be seen 
only at the level of individual motives, 
but must be analysed in relation to the 
structure of the social relationships bet¬ 


ween men and women and the clast 
structure of society because these struc¬ 
tures generally condition the act itself. 
(3) The conditions governing the lives of in¬ 
dividual prostitutes are subject to 
chtmges. The personal dimensions of 
such change include the physical at¬ 
tributes of the individual prostitute and 
her consciousness of her social situation 
smd the institutional dimensions include 
the legal and the socio-economic struc¬ 
ture of sojpiety in which they operate 
(Ihioag, 19^. pp 3-6). 

Patriarchai assumptions 

Foremost among these assumptions is that 
prostitution is the oldest profession, a 
universal and inevitable social evil, necessary 
to satiate an uncontainable male sexuality. 
Prostitution is therefore considered society's 
safety valve against the rape of ‘innocent 
women’ and the disintegration of the institu¬ 
tion of the family. The tolerationist system 
of law consequently tolerates prostitution 
and legalisation openly sanctions its ex¬ 
istence. It is necessary to examine each of 
these assumptions. 

Though prostitution has existed in all 
cla.ss-based patriarchal societies where power 
is vested in the hands of males and women 
are dominated and maintained in conditions 
of servitude, prostitution was and is still 
unknown in many so-called tribal societies 
(Barry, 1979j. The Warli tribe of Dahanu is 
one such society although now that the tribe 
is being absorbed into the mainstream 
capitalist sys^epi prostitution is making an 
appearance (interview with Shiraz Bulsara, 
activist,, Kashtakari Sangatna, Dahanu, 
Thane district, 19^). 

Prostitution emerged with the develop¬ 
ment of social classes, itself a product of 
surplus accumulation. The more aggressive 
and violent the accumulation of surplus, the 
greater the incidence and stronger the con¬ 
solidation of prostitution. The era of col¬ 
onialism for instance, whose primary con¬ 
sideration was surplus accumulation through 
the introduction of capitalism, resulted in 
prostitution at a mass level, with the degree, 
form and nature changing with the phases 
of capitalist development. The link between 
the increasing accumulation of capital and 
the appropriation of women’s bodies is part of 
a historial process interacting as it does with 
the economy and polity. In recognising the 
systematic dimensions of prostitution, the 
onus of responsibility is shifted from the 
women in prostitution to the social system 
and the controllers of sex businesses, so 
much so that “pimping becomes the oldest 
profession’’ and not prostitution (Barry, 
1979). 

Central to the argument of the universali¬ 
ty, inevitability and necessity of prostitution 
are dominant social perceptions about male 
and female sexual behaviour. Patriarchal 
society equates sex drive with male sexuali¬ 
ty which IS assumed to be naturally active 
and aggressive. Women by contrast are at¬ 


tributed with sexual feelings of a din'usc and 
passive nature (Barry, 1979). Androcentric 
research asserti that male’sexual aggres¬ 
siveness is dictated by hormones possessed 
chiefly or solely by males, resulting in an 
overwhelmingly uncontrollable male sex 
drive which demands a fitting object for 
release (Narayan, 19811. 

Kinsey was the First saologist to establish 
that the sex drive was learned behaviour, not 
an uncontrollable instinct—a conclusion 
supported by Masters and Johnson in their 
research on males in clinical settings [Barry, 
1979). Kinsey’s study of American 
adolescents revealed that boys learnt two 
things from cultural myths—that the sex 
drive must be fulfilled b^ause it cannot be 
contained and that they have the implicit 
right to use girls and women to fulfil that 
drive. Sexual power is gained via sexual ex¬ 
perience The media and pornography rein¬ 
force these patriarchal myths [Barry, 1979). 

It has also been found that the so-called 
uncontrollability of an erection can be con¬ 
trolled by the time the boys are adults. There 
are males who are questioning the perfor¬ 
mance criteria that they have been taught to 
live under the demand of their partners. 
They maintain that male sexual satisfaction 
need not depend on an erection, but on more 
diffuse sensations [Barry, 1979). The Fin¬ 
dings of a survey of 4066 men on male sex¬ 
uality reported in Beyond the Male Myth, 
revealed that 981 of the men surveyed felt 
it was important for a woman to have an 
orgasm. Over half of them were self-critical 
if their partner did not respond fully and 
four out of five men were making conscious 
efforts to delay their orgasms (Rcynaud, 
1981). So the sex drive is not just a 
physiological response of the sex organs dic¬ 
tated by hormones. It is learned behaviour 
conditioned by patriarchal societies. So too 
is ‘female passivity’. 

The assumption that prostitution is a 
safeguard for ‘respectable women’ against 
male sexual aggression is implicit in the legal 
systems governing prostitution. It has been 
used to control and divide women without 
questioning the material basis of male sexual 
aggression. 

Firstly, though rape and prostitution both 
have sexual connotations, they are not per 
se sexual phenomena. Rape is tantamount 
to assault on women; prostitution is often 
nothing more than a purely economic tran¬ 
saction for women. The extent of sexual 
gratiFication for both the rapist and client 
too has come to be questioned. Studies sug¬ 
gest that rape occurs not for lack of sexual 
alternatives, but for gratiFication of the need 
to exercise power. Part of the client’s motive 
in prostitution is the exercise of consumer 
power. The act of buying imbues him with 
a measure of power and control. The act of 
buying sexual intimacy with a woman 
represents the logical marriage between 
sexism and consumerism [Macmillan, 1976). 

In cultures with a high premium on 
virginity, victims of sexual abuse, who are 
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considered to have lost their honoui; ouqt 
even enter prostitution having internalised 
social perceptions of themselves as ‘fallen 
women’ with little or nothing to live for. 
Cashing in on this, rape as a means to crush 
a woman’s identity, break her resistance and 
initiate her into prostitution is a well- 
documented phenomenon (D’Cunha. 1991]. 

The sexually non-exclusive nature of a 
prostitute^s job and the perception of her as a 
common property, casts her into the stereo¬ 
type of a ‘bad woman’, who is ‘fair game’ 
for rapists. She is denied the protection 
available to ‘straight women*. Prostitutes are 
one of the most vulnerable sections of 
women in society subject to sexual and 
physical violence by men. Both rape and pro¬ 
stitution are manifestations of women’s 
subordination and powerlessness in society 
(Macmillan. 1976]. 

Individual and mass rapes as assertions 
of class and power occur routinely despite 
the existence of prostitution and will con¬ 
tinue to occur in class divided patriarchal 
societies. The prevalence of and sanctions 
for rape in class struggles or wiur is evidence 
of this. Rape as a military strategy and as 
personal outlet is inseparable from prostitu¬ 
tion. when one considers the large numbers 
of women and girls from war-tom countries 
like Paraguay, Laos and Vietnam, for whom 
prostitution would have been unknown, had 
the demands of the military not brought 
these women to the cities (Barry, 1979]. in 
Japan the colonisation of women’s br^ies 
which began with rar>e during the second 
world war led to the government presenting 
women as 'comfort' girls to the US occupa¬ 
tion force in Japan after the war (Barry, 
1979]. Rape continues to occur in countries 
that have legalised prostitution. Connections 
have been established between organised 
crime, rape and prostitution by a district at¬ 
torney in Lincoln county in the US, a place 
close to Las Vegas, where prostitution is legal 
(Barry, 1979) 

lb tolerate or legalise prostitution because 
it is supposed to protect the family structure 
is a conservative functionsdist explanation, 
which conserves a patriarchal and ex¬ 
ploitative status quo. It shies away from at¬ 
tacking the sexist and exploitative basis of 
the iiutituUon of prostitution. It also leaves 
unchallenged the oppressive basis of the 
patriarchal family in contemporary society, 
which gives males the moral and legal right 
to a woman’s body in marriage in exchange 
for fiiuuicial support; which endorses dusd 
standards of morality for men and women 
in order to accurately determine paternity 
and safeguard the purity of descent and in¬ 
heritance and ensure a steady legitimate 
workforce. These economic functions of the 
patriarchal monogamous family unit, led to 
the contracting of marriage arrangements on 
the basis of economic status, caste and 
religion. The genuine basis for marital com¬ 
patibility is rejected. The proliferation of 
such depersonalised relationships in socie¬ 
ty coupled with the double standards of 
morality provide the justification for males 


to aeek sexual pleasure outside the InstitU' 
tioa of marriage in prostitution. 

What is more; ‘respectable^ women now 
share as much interest as men in the institu¬ 
tion of prostitution. ‘Respectable' young 
virgins must not allow their lovers to cross 
the boundary of sexual intercourse before 
marriage and therefore ‘respectable young 
men use the prostitutes to gain experience: 
In order to avoid marital conflia and finan¬ 
cial predicamenu arising from such ques¬ 
tions as inheritance and share of property, 
respectable principal wives would accept 
their husbands’ visiting prostitutes rather 
than his mistresses or minor wives 
(Hantrakul, 1983]. This necessitates a ques¬ 
tioning of the material basis of both pro- 
stitutimi and the family as social institutiens. 

Ironically, while several contemporary 
societies and their prostitution laws tolerate 
or openly endorse the institution of prostitu- 
tfon, individual women in prostitution are 
socially and legally castigated, blamed as 
they are for ruining ‘public health’ and cor¬ 
rupting ‘public morality’. 

Health Concerns 

Yet another sexist assumption underpin¬ 
ning prostitution laws is a perception of pro¬ 
stitutes as the source of sexually transmit¬ 
ted diseases (STD). STD cap be transmitted 
by aiqAHK who is not selective in aexual rela¬ 
tions and does not practice safe sex and not 
just by prostitutes. The fact that prostitutes 
often suffer from STDs may mean that 
public health services are inadequate and/or 
used to stigmatise them and that private 
medical services are often beyond their 
means. 

However in a male-dominated cultural set¬ 
ting where a woman’s and more so a pro¬ 
stitute’s nature and being are defined in 
terms of her sexuality and her reproductive 
organs and functions, because of the nature 
of her work, her health and health problems 
too come to be defined and linked to sex¬ 
uality. Prostitutes have thus been blamed for 
spreading STDs. Authorities have over the 
years justified the social and legal control 
of prostitutes as a ‘public health measure* 
and state legalised prostitution has 
historically been perceived as the official 
weapon to combat STDs. 

The age-old policy dating back to ancient 
Greece and Rome, saw a renewed interest in 
19th century Europe, with the outbreak of 
VD in the French array, during the French 
revolution. By the middle of the t9th cen¬ 
tury, individualised and isolated efforts of 
French medicos and police at identifying 
public prostitutes, registering and subjecting 
them to periodical medical examinations, 
evolved into a well-defined system of state 
legalised prostitution through brothels, the 
only place in which prostitutes were permit¬ 
ted to live and work (Barry, 1979J. In 1871, 
at the International Medical Congress in 
Vienna, an international law was proposed 
to make legislation uniform throughout the 
world. It was introduced in Britain through 


the Contagious Diseases Acts, 1864-69 and 
later in British India between 1869-1888. 

The Contagious Diseases Acts in Britain 
were a post-Crimean war reform of the 1860s 
and 70s. Social commentators in Britain at¬ 
tributed the disappointing military perfor¬ 
mance of the British in the Crimean wars 
to the moral and physical degeneration of 
the soldiers. Military reformers were con¬ 
fronted with the problem of reconciling the 
soldiers' sex drive with military efficiency. 
An uncontrolled sex drive or one that had. 
no outlet, in their opinion, led to in¬ 
debtedness, aicholism and illness. Permis¬ 
sion iO satisfy this drive with ‘greedy, 
unclean’ women would lead to a decline in 
the country’s military capabilities. The Vic¬ 
torian army, therefore, began to foster a cer¬ 
tain kind of man, the creation of which had 
implications for women with whom a male 
was permitted to consort. Male bonding and 
a shared male identity cutting across class, 
ethnic and rank divisions played a crucial 
role in determinmg attitudes to male sexuali¬ 
ty and official policy towards the military 
men’s sexuality. 

*rhe Contagious Diseases Acts designed to 
repress contagious diseases, i'^ VO, for¬ 
mulated for a certain class of women, con¬ 
trolled and regulated them like offenders. 
But to reach them these acts brought all 
women residing in all districts to which it 
applied under its purview. The ‘Special 
Morals Police’ which was specially assign¬ 
ed to identify prostitutes, was invested with 
unlimited power and control over women. 
It could take any woman to court where she 
was required to prove that she was not a 
common prostitute. The magistrate could 
condemn her on the basis of the poUceman’s 
statement that he had good reason to bdkve 
her to be one. If condemned, she was to be 
thoroughly examined periodically by a 
surgeon for 12 months. Resistance on her 
part led to her imprisonment with or 
without hard labour [Barry, 1979]. 

In India where the Contagious Diseases 
Acts were operational between 1869 and 
1888, prostitute women who after re^tra- 
tion, refused or neglected to go for an ex¬ 
amination at the stated hour and place, were 
liable to be punished with imprisonment. If 
found or even suspected of being diseased, 
they were to be locked up in a special 
hospital for a period varying from one to 
several months deprived of all their liberties. 
The acts did not seek to regulate men who 
infected and propagated the disease which 
also meant that preventive and curative 
facilities for clients and the population at 
large were conspicuous by their absence (The 
Contagious Diseases Acts, 1888]. 

Many innocent women were compulsori¬ 
ly detained for days for VD examinations in 
hospitals by examining surgeons. About 609 
women who had been sent to a British 
hospital by the state appointed examining 
surgeon, had been discharged within 10 days 
of their admission between October 1866 
and December 1869, as free from disease. 
According to four civil and independent 
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noieons of the hocfiiiil who eddicMed a let¬ 
ter on the.nibject to the board* of the ad- 
\ uirality ‘numerous cases' had been sent to 
The hbspTi^ by the government surgeons for 
comiwlsory detention. “Some of these 
women had been deliberately kept a few 
days, tvithout specific treatment and were 
found to be, after repeated examinations, 
perfectly free from the disease” [The Con¬ 
tagious Diseases Aos, 1888]. In 1880 in 
Bombay, a medical committee which after 
careful inspection of the women whp were 
being forcibly detained and treated, 
discovered that of the nearly 200 alleged 
cases of contagious diseases, 90 were not suf¬ 
fering from VD at all and the surgeon in 
charge practically admitted this by tender¬ 
ing his resignation [The Contagious Diseases 
Acts, 1888]. 

Despite this, the spread of VD was not to be 
arrested, defeating the very purpose of the 
acts. According to the Briltsh Medical 
Journal, May 18, 1870, there was in fact a 
steady increase of VD in the army and navy 
during the operation of these aas. A similar 
situation prevailed in India [The Contagious 
Diseases Acts, 1888]. There were several fac¬ 
tors responsible for this. For instance, a large 
percentage of prostitutes had not been 
registered. In Calcutta with a population of 
about four lakh of people, the number of 
registered women was 3,000 and it was 
reckoned that there were as many clandestine 
prostitutes. In a population of about eight 
lakh in Bombay, there were only 1,800 
registered prostitutes. It was reckoned that 
the number of clandestine prostitutes in 
Bombay was four times greater than in 
Calcutta. Prostitutes avoided registration as 
medical examinations were demeaning, 
callous and'violative and because registra¬ 
tion openly identified them as prostitutes 
and left them vulnerable to harassment of 
all kinds. When infected with VD, prostitutes 
went to private practitioners i f they could af¬ 
ford it. Alternately they let the disease run 
its course and kept working. They did not 
seek relief in public hospitals for fear of for¬ 
cible registration and imprisonment [The 
Contagious Diseases Acts, 1888]. The acts 
thus offered help and treatment to only one- 
tenth of the sufferers from VD and prevented 
the larger remaining portion from seeking 
relief [The Contagious Diseases Acts, 1988]. 
Another important reason for the failure of 
the acts did not seek to identify the diseas¬ 
ed among the client population. 

While state legalised prostitution in the 
form of the Contagious Diseases Acts were 
seen as a progressive health measure, 
evidence from Bombay suggests that it en¬ 
couraged the procurement and exploitation 
of women and girls for prostitution. Young 
soldiers landing at Bombay were sent direaly 
to Deolali military camp from where they 
were moved to their various stations. The 
Deolali camp was deliberately supplied with 
licensed prostitutesr On account of a large 
influx of soldiers, subordinate officials 
received an increase of pay to go out into 
villages within five miles of Deolali and ar¬ 


rest native women who were known or sup¬ 
posed to be living 'immoral lives' and bring 
them into the camp so that the supply might 
be adequate to the increased number of 
soldiers [The Contagious Diseases Acts, 
1888]. 

Circulars were passed exhorting ‘dais’ to 
be alert and furnish them with authority to 
visit the neighbouring villages to procure 
young girls of ‘attractive’ appearance and 
tender age and place them in prostitutes 
quarters for British soldiers. Tne village 
‘patel’ who on receipt of an official docu¬ 
ment from the British gave every facility to 
the ‘dai’ in her pursuits of decoying women 
on false pretexts of lucrative employment or 
of marriage, often with the consent of 
parents or guardians who being in abject 
poverty, would part with their daughters. 
There were several instances of death on the 
first or second morning of the arrival of 
many young girls because of consorting with 
several soldiers at a time and due to outrages 
inflicted on them fThe Contagious Diseases 
Acts. 1888]. 

The conservative ideology underlying this 
legal system. Its implications for women and 
Its failure to meet its own objectives not¬ 
withstanding, the possibility of legalising 
prostitution was being discussed in govern¬ 
ment circles in the states of Maharashtra and 
Karnataka (India) and among certain 
medical bodies, a few years ago, in the con¬ 
text of formulating a public health pro¬ 
gramme to curb the spread of STDs and 
AIDS. 

PRfc'ShRVINCi PUBl K MORALITY 

Criminal sanctions against women in pro- 
.stitution to prevent ‘public nuisance’ and to 
‘preserve public morality’, have roots in 
social definitions of women’s role, functions 
and social notions about women’s sexuality. 

TWo categories of moral systems emerge 
under patriarchy, one applicable to each sex, 
with each system of morality based on a con¬ 
cept of honour. A women’s honour is intrin¬ 
sically linked to her body and sexuality. The 
various facets of female sexuality, that is, the 
reproduction of labour power and the pro¬ 
duction of pleasure are defined in terms of 
their relationship with men, in male interests. 
Thus as mothers women bear children for 
men and nurture their families. To enjoy 
their rights, they must be legally wedded and 
to be legally wedded they must enjoy certain 
soaally prescribed criteria, fiamely, chastity, 
capacity to labour, and/or wealth. So chasti¬ 
ty of a woman before marriage and to her 
husband after marriage become feminine 
traits and values whose degree of signi¬ 
ficance is determined by the mode of pro¬ 
duction at that particular historical juncture 
[Troung, 1986). Thus a woman becomes the 
private property of her husband as well as 
his sexual property. A man owns his wife’s 
entire being controlling her earnings, 
thoughts, reproductive capacity and 
sexuality. 


Such patriirelMt control by and large' 
permeates all male-female ralatiotulups 
across classes. So loo, do the double stan¬ 
dards of male seuial morality extend to all 
males as an expression of clan and/or male 
power, fhitriarchal society defines a male’s 
honour in terms of his conduct in public life 
and permits him the freedom to formulate 
his own rules in matters of sexuality. I* 
allows him access to sexual pleasure in varied 
forms and with several women. While a 
woman is severely condemned for allowing 
more than one male access to her body. Man 
by contrast is praised for proving'his virility, 
regardless of the basis, be it love, money or 
force. While being ‘sexually serviced’ by 
women within nuuriage, men ate allowed 1^ 
society to find sexual pleasure elsewhere. 
Society goes so far as to create the institu¬ 
tion of prostitution outside marriage to cater 
to male's so-called ‘diverse sexual needs’ and 
‘natural sexual aggressiveness”, all of which 
cannot or may not be fulfilled within 
marriage 

Controls, such as criminal sanctions 
against and regulation of women in prostitu¬ 
tion, are the product of structural and 
cultural factors, which account for gender 
role and trait stereotypes in society and in 
crime. For, traditionally, attitudes to 
women’s crimes have been linked to assump¬ 
tions about determinants of human 
behaviour, defined in terms of biology ‘the 
weaker sex’. The patriarchal division between 
‘madonnas and whores’ and good and evil 
in women has become most conspicuous in 
discussions and explanations of crime, as 
here a woman’s so-called negativeness is car¬ 
ried to extremes. According to psychoanalyst 
Klein, characteristics used in criminology, 
where female crime is defined as the inability 
of certain women to adhere to cultural stan¬ 
dards. As these standards are often sexual, 
deviation is seen as a sexual abnormality and 
crimes of women are consequently defined 
in such terms, even if another more ap¬ 
propriate and accurate explanation exists. 
Prostitution is a case in point [Leonard, 
1982). By contrast, definitions of male 
honour and morality, allowing for free sex¬ 
ual access to several women with a tacit if 
not open acceptance of males frequenting 
prostitutes, account for non-criminalisation 
of male clients in prostitution laws. 

Confirming this reasoning is an incisive 
analysis by Smart [1981] of why prostitutes 
in the 1950$, standing say on the streets of 
Kings Cross, should have attracted legislative 
measures in the form of the Street Offences 
Act, 1959, with the purpose of dealing with 
the ‘public nuisance’, they caused. Smart 
argued that it was largely because street pro¬ 
stitutes threatened dominant class and 
gender interests [Mcleod, 1992). 

Elaborating the threat to class and gender 
interests. Smart maintains that Britain of the 
1950s was deeply concerned about post-war 
family breakdown presaging social di.sloca- 
tion. Women were therefore encouraged to 
redeploy their energies into child bearing and 
child rearing and to confine their sexual 
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drives within marriage, to strengthen marital 
ties. Legislation on prostitution is imbued 
with ideological support for the mono¬ 
gamous family, inasmuch as monogamy has 
traditionally meant a restriction of female 
non-marital sexual behaviour rather than 
male. Just prior to the Wolfenden Commit¬ 
tee's deliberations and at about the time of 
their publication, something of a moral 
panic [Hall et al, 1978] was whipped up over 
prostitution. This concerned the way in 
which vice on the streets contrasted with 
family and Christian virtues exemplified by 
the coronation of the young queen. It was 
intensified by racialist concern about post¬ 
war immigration which focused public 
debate on immigrant women corrupting ‘our 
women' [Mcleod, 1982). Smart's analysis 
also tries to explain why the intensification 
of legal control over prostitutes occurred in 
the 1950s after a century of little action 
[Storch, 1977). 

This line of explanation can be amplified 
in two ways. First the stigmatisation of street 
prostitutes can be seen as part of a conti¬ 
nuing, glbeit alternated, preoccupation with 
the threat presented by the ‘residum’. In 19th 
century Britain, members of this the lowest 
grouping or class in society had been seen 
as being comparitively untramelled by social 
convention or allegiance to dominant norms 
and as constituting a potential threat to the 
social order [Steadman. 1971). Judith 
Walkouwitz [1981] in her analysis of Vic¬ 
torian prostitution has shown how despite 
the final overthrow of the Contagious 
Diseases Acts, their application served to 
isolate prostitutes as an unrespectable ‘class 
apart’ from working class women and 
thereby placed them in the public need in 
these residual ranks of society. In the l9S0s 
echoes of these fears of the ‘disorderly 
classes’ persisted as in discussions about the 
threat from delinquents [Hall and Jefferson, 
1975]. It was therefore as someone wearing 
a badge of unrespectability, acquired in an 
earlier era. that the prostitute faced concern 
over the 'public nuisance’ she created From 
the outset the Wolfenden Committee, for ex¬ 
ample, clearly delineated prostitutes as social 
pariahs 

the law should confine ilseli lo those ac¬ 
tivities which offend against public older and 
decency or expose the ordinary ciliren lo 
what IS offensive or injurious Prostitutes do 
parade themsefves more habitually and open¬ 
ly than their prospective customers and do 
by their continual presence affront the sense 
of decency of the ordinary citizen [Wolfenden 
1957 in Mcleod. 1982] 

CKIMINAI SAN( I IONS 

Criminal sanctions against prostitutes and 
a plethora of legal controls over women in 
prostitution, exist in one form ot another, 
under all three legal traditions governing 
prostitution. The prohibitionist system in its 
very formulation bans prostitution as an ac¬ 
tivity per se, i e, both the act and its en¬ 
couragement. Irvcountries espousing tolera- 


tionism, the act itself is not illegal, but its 
encouragement is. However, the legal defini¬ 
tion of encouragement is extremely narrow, 
limiting itself to one individual encourag¬ 
ing another and does not take into account 
the direct and indirect encouragement by 
larger collectives such as the media, the 
tourist industry and the entertainment in¬ 
dustry, which are subject to degrees of state 
control. Contradicting the spirit of the acf 
clauses inserted into prostitution laws under 
the tolerationist system penalise soliciting 
and loitering for prostitution, thus allowing 
for treatment of prostitutes as offenders. The 
Street Offences Act. 1959 in Britain aimed 
not at abolishing prostitution perse, but in 
keeping proslilutes off the streets to deal 
with the ‘nuisance value’ and preservation 
of ‘public morality’. In view of this women 
soliciting for prostitution are cautioned 
twice On the third occasion, they are 
brought to court where they, are identified 
as common prosiiiuies and charged with the 
current offence Penalties in the form of 
fines and prison sentences were imposed, but 
in 1983 the Brilish parliaments made 
soliciting and loitering for prostitution a 
non-prisonabic offence (Mcleod, 1982] 
Penalties for soliciting and loitering for pro¬ 
stitution also exist m France [Women’s 
World. 1990-91 j and India [D’Cunha, 1991) 

Prostitution related laws in the Philippines 
are veiy contradictory. While city officials 
and business operators claim that the enter¬ 
tainment industry is purely entertainment, 
the transactions, which have been legiti¬ 
mated by various city ordinances, clearly 
reveal an organi.scd prostitution industry. 
Among such ordinances and legitimations 
are: (a) The requirement of a mayor’s per¬ 
mit for employees before they are considered 
registered/licensed entertainment workers 
likewise, business permits are necessary lor 
operators ol entertainment establishments 
(b) The city government maintains and 
operates a social hygiene clinic which 
certifies whethei an entertainer is tree from 
VD and other communicable diseases, if 
lound lo be infected, the worker t.s prohibited 
Ironi working till cured, (c) While the act 
of pro.stitution is itself not illegal, there exists 
an anti-street walking ordinance which con¬ 
siders soliciting of customers'in the street 
punishable By contrast, soliciting customers 
inside clubs which assure operators ol 
income fiom various fees imposed on 
customers is noi punishable. 

Vv'hat IS coniradiciorv is that while the act 
of prostitution is legal, penalties for loiter¬ 
ing and soliciting, render it difficult for pro- 
stiiiites to work, for a woman cannot make 
contact with her client legally. Even more 
discriminatory is the' fact that both prosti¬ 
tutes and clients are active participants in 
(he act of soliciting, but it is only the pro¬ 
stitute who is subject to legal process. 

I■■urthcr. the definition of the term brothel 
in several of thc.se countries makes it difficult 
for women to work. The Indian law for in¬ 
stance defines a brothel as any house, room. 


conveyance or place or any portion of any 
house, room, conveyance or place which is 
used for the purpose of prostitution for the 
gain of another person or for the mutual 
gain of two or more prostitutes (Beotra, 
1981], This could result in two or more pro¬ 
stitutes operating from the same premises for 
the purpose of safety, security or the like, 
getting booked for running of brothel. 

Prostitutes are subject to rigid controls 
and sanctions even under the system of 
legalised prostitution. In Nevada in the US, 
brothel prostitutes are required to observe 
a number of regulations established by local 
county authorities. Some are nearly univer¬ 
sal and relate directly to their work; others 
exist primarily in urban areas and place 
restrictions on personal relationships and 
mobility and are only occasionally work- 
related. The latter restrictions blatantly 
define prostitutes as people of questionable 
social standing, who cannot be trusted. The 
legal or quasi-legal limitations placed on 
mobility result in socially sanctioned mobili¬ 
ty spaces. Prostitutes are permitted outside 
the brothel, with a few exception.s, only bet¬ 
ween certain hours, with activity confined 
to visiting certain establishments or sections 
of the (own or to particular interactions. 
Girls arc explicitly prohibited from going to 
bars, gaming houses and residential areas. 
They are not permitted to rent houses in the 
town (Syinanski, 1974] 

The rule that no girl may solicit business 
outside the hou.se is rigidly enforced. Written 
regulations usually state that a girl may not 
be accompanied by a male escort in town. 
In some counties prostitutes are not allow¬ 
ed to have fnends within the town, including 
pimps, boy friends, husbands and others 
defined by the police department. Girls in 
some counties report that they cannot talk 
to anyone when out of the brothel or at most 
can only exchange salutations. To obviate 
problems, after a giri’s official status 
changes, some counties require that girls 
who have been terminated or fixed must 
leave town by the first available transporta¬ 
tion [Symanski, 1974]. 

Local rules and regulations also place 
restrictions on family proximity, dates with 
clients and employment changes. A pro¬ 
stitute cannot be employed in a brothel in 
certain counties if a member of her family 
lives in the same county. The rule on dates 
vanes. Some towns require that a client 
meets a girl at the town limits or dales her 
beyond the town limits. Others stipulate that 
the girl and client must leave the county. In 
either case the intent is the same, to avoid 
embarrassment to those in the community. 
Violations of these regulations result in 
revocation of the work permit and perhaps 
banishment. By contrast little control is ex¬ 
ercised over brothel managers [Symanski, 
1974]. Laws under a system of legalised pro¬ 
stitution in Germany, restricting the activi¬ 
ty spaces of prostitutes are another evidence 
of the control and regulation over women 
in prostitution. Women found outside these 
officially designated zones are fined and/or 
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arrested by (he police. 

Austria which is a federation of states has 
prostitution laws differing from one state to 
another. But Vienna that has legalised pro¬ 
stitution has toleration zones and times for 
soliciting. Soliciting is allowed only when it 
IS dark outside and only in police controll¬ 
ed neighbourhoods. Also prostitution is per¬ 
mitted in uninhabited houses and in areas 
that do not have schools, churches or 
kindergartens in the vicinity and that are 
sparsely populated Prostitutes are required 
to register with the police, including register¬ 
ing their places of work. Registration re¬ 
quires obtaining a letter of good conduct 
which takes almost five years. 

If women are caught working without be¬ 
ing registered they can be fined and if unable 
to pay the fine, are awarded prison sentences. 
Prostitutes caught working outside registered 
zones are fined lower than if they were work¬ 
ing illegally. Their work permits arc revok 
ed if fines are not paid When at work pro¬ 
stitutes are required to produce their record 
of compulsory weekly medical check-ups to 
the police on demand If found infected the 
record book is confiscated and they are pro¬ 
hibited from working Austrian prostitutes 
art presently required to test monthly, for 
AIDS, failing which they are fined up to US 
S 7,000 or sentenced to prison (H^omen'i 
World, 1990-91). By contrast, the male client, 
by and large stand outside the scope of 
criminal sanctions or controls under tolera- 
tionisin and legalised prostitution, reflecting 
the double standards of male sexual 
morality. 

In their operation too, prostitution laws 
arc discriminatorily enforced against 
women. They overwhelmingly penalise the 
pro.stitutc, while the men who derive profit 
(the organisers and controllers of the sex in¬ 
dustry) and pleasure (the client) from pro¬ 
stitution go scot-irec 

In the US in 1983, l,2f).S()0 people were 
arrested for prostitution Although the pro¬ 
hibitionist system of law, current almost 
throughout the US, in principle makes no 
gender-based distinction and m most states 
prohibits both sides of the transaction for 
prostitution, the percentage of women ar¬ 
rested generally stands at around 70 per cent 
In 1979 It dropped to 67 per cent, but was 
back to 73 per cent m 1983 Customers con¬ 
stitute aiound 10 per cent of those arrested 
The remainder of the arrests arc generally 
of transvestites and pre op iians-sexual pros 
titutes (Alexander, 1987) 

Related arrest records m Sun Francisco tor 
the months April and October 1976 reveal 
that the number of prostitutes arrested were 
179 and 157 respectively By conliasl the 
number of clients arrested tor the same 
period were 15 and nine respectively, and the 
number of male pimps arrested were 12 and 
three respectively Similar trends are evident 
in New York city [Barry, 1979) 

Similar trends persist in Thailand Accor¬ 
ding to Khun Jantira Kalampasutra of the 
National Commission on Women's Affairs, 
Thailand, "while the Prostitution Suppres¬ 
sion Act awards light penalties on prostitu¬ 


tion racketeers virtually allowing them to go 
scot-free, prostitutes are arrested like 
criminals. The larger number of prostitutes 
arrested and convicted compared to prostitu¬ 
tion racketeers and clients—largely men ex¬ 
ercising various forms of power and control 
over the prostitute exploiting the latter as a 
sex commodity, so as to make the enterprise 
possible in the first place—clearly indicates 
a gender bias against prostitute women in 
the iinplemehtation of prostitution laws. It 
is also indicative of a class-based discrimi¬ 
natory enforcement, as it operates decisive¬ 
ly against the prostitute (victim and worker), 
while allowing prostitution racketeers (en¬ 
trepreneurs, landlords, brothel managers, 
pimps and procurers) to go scot-free. 

Enforcement practices similarly dis¬ 
criminate on the basis of class and race 
within the prostitute population itself— 
85-90 per cent of the prostitutes arrested m 
the US work on the street, although only 
10-20 per cent of all prostitutes are street 
walkers. While approximately 40 per cent of 
street prostitutes are coloured women, 55 per 
cent of those arrested are coloured. Racism 
becomes even more apparent, when you look 
at the figures on who gets jailed—85 per cent 
of prostitutes sentenced to do jail time are 
coloured women (Alexander, 1987) 

Similarly in Bombay, street prostitues who 
are at the bbttom of the hierarchically struc¬ 
tured sex industry ate subject to greater 
harassment by way of arrests and convic¬ 
tions than prostitutes in brothels. Betwec'ii 
1980-87 there were 53,866 women and 5,676 
women arrested on the streets and convicted 
for obscenity and loitering soliciting for pro¬ 
stitution under .sections HOB of the Bom¬ 
bay Police Act and 8(b) of the SITA respec¬ 
tively. By contrast there were only 3,564 
women arrested from brothels under section 
7(1) SITA, for practice of prostitution in a 
public place (D’Cunha Jean, 1991). 

Further there is a tendency on the part ot 
the implementing authorities especially the 
police to “stretch the law”, thereby under 
mining the prostitutes’ civil liberties. Under 
the Street Offences Act in England there was 
no requirement for the police to prove that 
a woman actually caused annoyance to 
anyone by soliciting (Worrall, 1981). This was 
also at variance with the standard practice 
in the case ot other offences where a past 
criminal record is not revealed until the 
current charge is proved. 

The practice of enirapment in the course 
ol arresting prostitutes, the u.se of abusive 
language, physical violence and sexual 
demands are other examples of the police 
exceeding their brief at the point of or after 
at rests. There are known cases of magistrates 
in the city of Bombay asking lawyers defen¬ 
ding prosiituics in court, to send the lattci 
to them (D’Cunha, 1991). Police handling 
ol court procedures in Britain provide a 
further example of the way in which pro¬ 
stitutes' personal freedom can be .severely 
curtailed because the way legal procedures 
arc interpreted and applied. Women in 
Midlands, Britain reported on the practice 


of what was colloquially known as 'curfew'. 
This meant that a woman could be remand¬ 
ed on bail until her next court appearance, 
but on condition that she did not enter 
prescribed areas of a town or went beyond 
ceruin geographical limits. (Mcleod, 1982). 
Though the British parliament made 
soliciting and loitering for the purpose of 
prostitution a non-prisonable offence, 
magistrates all over England began almost 
immediately to impose heavy fines of £150, 
even £200, per offence, with seven days to 
pay. Knowing well that most if not all the 
women would not be able to pay in time and 
would be imprisoned. 

The police anywhere do not lack initiative 
or inventiveness in extending their powers in 
relation to prostitution to other sections of 
the population as well: putting all women 
in feai of being arbitrarily identified as pro¬ 
stitutes and harassed 

Provisions kor RrHAHit iiArioN 

Prostitution laws have sought not just to 
deter prostitutes through the use of legal 
penalties, but also to draw women away 
through a process of ‘rehabilitation of 
offenders’ 

The Indian law is an example of the com¬ 
bination of penal sanctions against and ef¬ 
forts to rehabilitate prostitutes. The 
lehabilitation of girls or women rescued or 
arrested under the SITA, 1956 or now 
ITPAA, 1986, ts the responsibility of pro¬ 
tective homes on corrective institutions set 
up under the act Minor girls rescued or 
picked up under .Section 40 of the Bombay 
Children Act (lor sale custody and shelter, 
as they are destitute and have no fixed 
abode) arid under Section 78 of the same act 
(for being exposed to moral danger or being 
m prostitiiliun) and minor girls and women 
rescued and produced in court under various 
sections of the Indian Penal Code relating 
to rape, kidnapping and abduction for illicit 
sexual intercourse, wrongful confinement or 
procurement for prostitution and the like are 
sent to rescue and rehabilitative houses for 
females, which are different from those set 
up under SITA. 

A previous study conducted by the author 
of one such iiome Asha Sadan, showed that 
the 

corrcciisc and reformative orientation in 
these homes is partly the product of domi¬ 
nant scK'ial altitudes towards and penal sanc¬ 
tions against proslilules in the Indian law, 
reinforcing an image and status as criminals, 
delinquciils, offenders or fallen women, in 
need of reformation 1 his was evident from 
the following fads 

(a) Memos from the police and the 
mclropolilan magistrate of the juvenile court 
to the superiniendeni referred to the girls as 
‘girl juveniles' 

(b) ( ounselling by the then psychologist 
urged the girls to give up prostitution, 
because it was an immoral profession. 

(c) Raking up the girls' past and abusing 
them as prostitutes in the event of quarrels 
beiween the inmates themselves or between 
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the latter and the retident maintenance staff 
was a common phenomenon. 

(d) Beating and physical punishment were 
also common. Punishments like salt-free 
food and barring the girl from watching TV 
were also resorted to, by the home autho¬ 
rities. ‘Hardened girls' were isolated in a 
special room, without bulbs, fans and long 
pieces of cloth to avoid the occurrence of 
suicide [D’Cunha, W87]. 

This orientation towards rehabilitation does 
little to reintegrate women in prostitution. 
In part this accounts for women attempting 
to escape or succeeding in doing so from 
these houses. 

Criminal sanctions against prostitutes and 
their artificial isolation by the legal and 
moral system thus not only reflect the widely 
held assumption that prostitution emerges 
from the contradictions of the moral system 
alone, they also fail to distinguish between 
prostitution as a social institution and the 
individual woman in prostitution. The 
economic base of the institution of prostitu¬ 
tion and its interaction with the rest of the 
economy thereby remains concealed Also 
concealed are the individual and collective 
vested interests grounded in the cconomic 
syslem underlying prostitution. 

These assumptions also mask various 
aspects of social transformation that impact 
women as a group and result in changes in 
the institutional manifestations ol prostitu¬ 
tion. The failure to recognise the hierarchical 
structure and organised nature of the sex in¬ 
dustry conceals the hcleiogeneitj vsiihin the 
prostitute population itself-^differentiatcd 
in their self-perceptions, needs and demands. 
The above-mentioned assumptions of pro¬ 
stitution laws inevitably result in placing the 
onus of social blight and invisibility on the 
individual woman in prostitution which is 
a cruel irony. She has to resolve the con¬ 
tradiction between social necessity and social 
unacceptability. 

It is necessary to place the institution of 
prostitution within the context of wider 
social processes to understand the subtle 
interconnections between prostitution and 
the economy and polity, to onderstand how 
existing and changing patterns of produc¬ 
tion processes and relations can lead to con¬ 
version of female sexuality into economic 
assets for individuals and collectives fTmong, 
1986]. The issues that need lo be addressed 
are not why so many women deviate from 
prescribed norms of sexual conduct, but why 
and in what way female sexuality is valouric- 
ed and how values are extracted from it. as 
well as who benefits from this cxiraciioii 
Questions such as these would point to the 
larger socio-economic-political system and 
vested interests within prosiiiuiion, as the 
originators of the instiluiion—not the indi¬ 
vidual women in prostitution. 

Criminalising women in prostitution noi 
only reinforces a prostitutes sub-culture as 
moral outcastes, it forces many a woman to 
operate more discreetly and clandestinely. 
The use of bogus names and addresses is 
often used to ensure this. One can only 


speculate on the effect of constant shifting 
iMween real and work designated identities 
or between restricted and open activity on 
those who remain in the profession for long. 
The valjie extracted from women in prostitu¬ 
tion, facilitated partly by a process ol 
making it invisible through moral and 
criminal sanctions render the prostitute 
dependent on commercial enterprises and 
ve.sled interests, who appropriate the gains 
from the trade of sex and women bodies. 
The invisibility of (he woman's oppression 
and exploitation behind closed doors is thus 
ensured. 

The narrow moralistic concerns and 
criminal sanctions embodied in existing pro- 
slitution laws, over prostitutes, the penal 
measures for violations of the.se and the lack 
ol regulation of brothel management under 
the system ot state legalised prostitution 
arc being cballciiged by those who arc 
advocating the deeriminalisalion of 
pioslitulion 

IV 

Ut'oriiiiinalisation of 
Prostitution 

The advocates of this tradition define 
‘deeriminalisalion of prostitution' as the 
complete renewal of any sanctions against 
prostitutes They recommend that (a) third 
party managers, i e, brothel owners, 
m.inager.s and pimps be recognised as 
legitimate business men and women, 
(b) Iheir business be regulated only by 
business and labour law and not criminal 
law, (c) ihird parly managers must provide 
safe, healthy and noii-cxploilalive conditions 
ol work lor prostitutes, and (d) that pimp¬ 
ing laws be repealed The,formulation of any 
regulations foi third parly managements of 
prostitution business should be the function 
ol piostiiiiiKin boards or commissions, the 
majoriiv ol whose members should be pro- 
slilules(Nalion.il lask I orce on Prostitution, 
USA, 1984-Kb) 

The position on decnminaiisation of pro- 
siilution IS best exemplified in the slatemenl 
on ‘Prosliuition and l emmism', formulated 
by the Inteinatirsnal Committee for Pro- 
slilulc’s Rights (IC PR), a group ol prostitute 
and non-pros!ituic women primarily from 
Furope and the US upholding prostitutes’ 
rights- al the Second Iniernalional C'on- 
gress on Prosiiiution, Human Rights and 
beminisni held in Biussels in 1986. 

The ICPR statement says, 
until reeenlly, the women’s movemeril in most 
countries has not or has only marginally 
included prosni utes as spokespersons and as 
theorists Hisiorieally, women’s movements 
(tor example, socialist and communist 
movements) have opposed the institution of 
pioslitulion. while claiming to support 
women However, prostitutes reject support 
ihdl requires them lo leave prostitution, they 
object to being treated as symbols of op¬ 
pression and demand recogniiion as worken. 
Due to Icminisl refusal to accept prostitution 
as legitimate work and lo accept prostitutes 
as w'orking women, the majority of pro¬ 


stitutes have not been identified as feminists 
nonetheless many prostitutes identify with 
feminist values such as independence, finan¬ 
cial autonomy, sexual self determination, per¬ 
sonal strength and female bonding 

During I he Iasi decade, some feminists 
began to rc evaluate the traditional anti- 
prostitution stance of their movemcnl in the 
light of the actual experiences. Opinions and 
needs ot women piosiiiuies 1 he ICPR can 
be considered a feniinist oiganisation, in that 
It IS commuted to respeciing all women, in- 
eluding (he most msisibie. isolated, degrad¬ 
ed and/or idealised. 1 he devcUspmcnl of pro¬ 
stitution analyses and siralegics within 
women’s movements which link the condi¬ 
tions ot women in general and which do 
juslice to the inlegniy ol prostitute women 
arc therefore imporiani goals ol the commil- 
lee” (Iniernalional Coinmillee on Prostiluto’s 
Rights 1986) 

Ironically, while the ICPR begins by 
criticising feminists and feminism, it asserts 
that prostitutes identify with feminist values 
Jikc financial autonomy, sexual self deter¬ 
mination, independence, eie. Conspicuous 
by Its absence in this list of values is the 
feminist struggle against sexual objectifica¬ 
tion and commodification of sex and 
women's bodies Or is this perceived as part 
of ‘sexual self determination'’’ The ICPR by 
Its Icgilimation ol the mslitution of prostitu¬ 
tion explicitly endorses the sexual objecti¬ 
fication and commodification of women— 
the exploitative core of the in.sliliition of pro¬ 
stitution which IS ba.sed on the patriarchal 
assumption that sex is a male right and 
women’s bodies arc commodities to be 
bought and sold tn prostitution. 

Secondly, while legitimising prostitution 
as a valid force of work, partly because of 
Its overwhelming desire to give a voice to-ihe 
most isolated and degraded of women (by 
society) groups like the ICPR are conscious¬ 
ly or otherwise committing a more serious 
enor. They are succumbing to the traditional 
patriarchal equation between the individual 
in prostitution and the institution of pro¬ 
stitution and m doing so leave the latter’s 
inevitability, assumptions and existence un¬ 
challenged. Further, the line of distinction 
that organisations like the ICPR, draws bet¬ 
ween legalisation and deeriminalisalion ot 
prostitution is thin. Both systems of law 
unequivocally endorse the institution of pro¬ 
stitution and third party management of 
prostitution—a position that is in (he 
interests of patriarchy and capital accumula¬ 
tion, that accrues to vested and exploitative 
interests in the hierarchically structured sex 
industry. 

1 -astly. a brothel business bases itself on 
profits and its accumulation through the 
exploitation and commodification ol 
women’s bodies. Commodification of sex 
and women’s bodies especially by third par¬ 
ties is itself an exploitative condition, render 
ing the demand for non-exploitative condi 
lions of work in a brothel farcical. 

Moreover ii is farfetched to believe that 
It would be possible to check forced prostnu 
tion, while brothels are allowed to flourish 
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legally. This is especially so for those coun¬ 
tries where forced prostitution has reached 
staggering proportions and the increasing 
market demand for children and women for 
prostitution give prostitution establishment 
colossal profits. 

Finally, one must identify which category 
of prostitution in the hieraxchically stratified 
industry gets representation on prostitution 
boards and commissions, formulating 
regulations for third party management. 

It will generally be the articulate and 
politically active initiators of the demand for 
decriminalisation of prostitution that con¬ 
stitute the upper caste of the sex industry- 
brothel managers, elite call girls and the like 
rather than brothel attached pro.stitutes or 
women operating on the streets. One can 
only speculate as to the manner in which the 
interests of prostitute women at the lower 
end of the hierarchy will be protected. 

Against this backdrop it is necessary to 
examine the arguments advanced in favour 
of decriminalisation of prostitutiod. 

Prosdiution is often a woman ’s occupa¬ 
tional choice-. This reasoning coming from 
the countries of the north implies either free 
choice or a certain degree or freeness in 
choice In countries of the south however, 
the magnitude and dimension of the institu¬ 
tion of prostitution have reached alarming 
proportion, with the phenomenon acquir¬ 
ing the dimensions of an industry in south 
east Asia. The mass character of• this 
phenomenon must be viewed in the context 
of north-south relations of domination and 
subjugation economically, poliltcally and 
socio-culturally. The resulting structurally 
induced poverty and deprivation at all these 
levels, the imposition of a commodity- 
oriented culture and the appropriation and 
use of traditional focus of patriarchy to serve 
new interests and fiinciions with the super- 
imposition of modernisation, create the con¬ 
ditions for prostitution. Prostitution in these 
societies is like a survival strategy for large 
masses of women, with a greater degree of , 
‘unfreeness’ characterising women’s entry 
into prostitution. This ranges from crass 
physical or socio-economic coercion to 
calculated decisions by women and girls to 
enter prostitution as the most viable among 
a very restricted and economically less viable 
of occupational options available to them. 

Even in the technologically developed 
countries of the north when more women 
are at least functionally literate and there is 
a significant number of occupational 
choices, about 10 per cent of women who 
work as prostitutes are coerced into prostitu¬ 
tion by third parties through a combination 
of trickery and violence. This figure appears 
to be relatively constant in the US as 
reflected in studies done at the turn of the 
century and current estimates of COYOTE, 
a prostitute rights group and other pro¬ 
stitutes rights organisations (Rosen, 1981). 
The entry of poor white American women 
on an insufficient dole or impoverished 
black American women into prostitution is 
not unknown To gloss over this reality and 


overplay free choice even in the developed^ 
countries is a distortion of reality. 

It is therefore necessary to deconstruct the 
structural factors responsible for prostitu¬ 
tion w defend choice For choice must be 
viewed on a continuum, characterised by 
degrees of freeness and unfreeness. Against 
this background, prostitution can hardly be 
often said to be a woman's choice especially 
in developing countries. 

Further, the ICPR’s stance on prostitution 
as an occupational choice is contradictory. 
While admitting the exploitation of and 
discrimination against women in employ¬ 
ment and making claims for genuine oc¬ 
cupational choice for women, not dictated 
by class, gender, social prejudices, it 
legitimates prostitution, where exploitation 
IS inherent, as an occupation thus nullify¬ 
ing its claims for elimination of .sexual divi¬ 
sion of labour. 

Prostitution allows a woman freedom, 
financial autonomy and the right to se.xiial 
self-determination: The degree of freedom 
a woman in piostituuon enjoys depends upon 
the institution within which she operates 
The experience of large sections of women 
in prostitution however reveals it to be one 
of the most alienated forms of labour 
Under conditions of slave labour existing in 
many of our ‘developing countries' and loi 
women of these countries working in the sex 
industry in northern countries, imprison¬ 
ment^ and confinement are commonly 
resorted to, to break the woman’s will and 
ego, shatter her identity, distance her from 
her past life and expose her to a new 
environment, bonding her to the brothel 
management. 

Another well-entrenched phenomenon is 
the institution of poncing (pimping), with 
heavy ponces moving from sweet talk to 
violence, intimidation and appropriation of 
the women’s earnings as he disciplines her 
and brings her under control. Resistance to 
the brothel management or pimps is met 
with abuse, torture even murder or threats 
of it ID’Cunha, 1991). 

The forced identification with and sub¬ 
mission to the control of the organisers of 
sex business is a depersonalising experience 
as It means a loss of freedom. The woman 
lives for the present, realising that she has 
no control over her life |Barry, t979]. 

Women known as prostitutes are 
regulatorily denied custody of their children 
in many countries on the assumption that 
they are less responsible, loving or deserv¬ 
ing than other women. Stamping prostitutes’ 
passports to indicate the prostitution district 
in which they operate, photographing and 
finger printing prostitute women to identify 
them are measures used and misused by the 
authorities, impeding women’s soaal mobili¬ 
ty and violating their rights and dignity as 
human beings (Discussions with prostitutes 
at the Brussels Congress, 1986). 

Economically prostitution is unpredte- 
table and fluctuating with earnings depen¬ 
dent on (a) client demand and purchasing 
power which is related to market forces and 


on client ayailability, (b) competitiem. (c) the 
relationship with the brothel keeper and the 
rest of the hierarchy. Further prostitution is 
one of those professions where with age and 
accumulation of experience, earnings 
decline. This apart, a prostitute rarely has 
control over her earnings and the manner 
in which she would like to spend it, for the 
brothel managment and pimps appropriate 
large proportions of it. Independent women 
working on the streets are often in an even 
more precarious position with clients refus¬ 
ing to pay (O’Cunha, 1991). 

Gender subordination in the sbx industry 
is at its very worst. In the case of prostitute, 
both their labour and sexuality are control¬ 
led. Their labour is considered a human 
resource and their sexuality a natural 
resource which men of all classes can ap¬ 
propriate [Wolhof, 1980). This is particularly 
true and rriore obvious for prostitutes attach¬ 
ed to brothels, bars and sex clubs and is evi¬ 
dent m then lack of control over the choice 
ol clients, pace of work, price fixation, 
forms of sexual activity Assertion of sex¬ 
ual self-determination is met with brutal 
consequences. Hazardous work conditions 
make women in prostitution vulnerable to 
numerous physical and psychological 
ailments. Ibbcrculosis, anaemia, hepatitis- 
B, STDs, gynaecological problems like 
vaginal infections, pelvic inflammatory 
diseases, etc, and physical injuries are com¬ 
mon among prostitute women in India 
jD’Cunha, 1991). In the case of child pro¬ 
stitutes, rectal lesions, poor sphincter con¬ 
trol, lacerated vagina, perforated anal and 
vaginal walls, death by asphyxiation, are 
found to be largely related to adult sexual 
acts with children [Barry, Bruch and Castley, 
1983) 

Prostitutes’ reactions to clients range from 
disgust, contempt, pity, indifference, feign¬ 
ing sexual respon.se and jeering at clients 
who are taken in by this, to liking and 
becoming involved with clients. By and large 
however they perceive their work purely as 
a source of income, the control of emo¬ 
tionality and sexuality being a safeguard 
against male exploitation and monopoly or 
a defence against fusing their love life with 
their profession [D’Cunha, 1984). 

Such a separation of sexual experience in¬ 
volving the most personal and erotic parts' 
of one's physical and psyche being from the 
total person is indicative of the objectifica¬ 
tion and depersonalisation of a prostitute. 
Women in prosiitutioii arc by and large 
alienated from this intimacy (Barry, 1979). 
Finally, socialised like all Women to ac¬ 
cept pain and suffering and having inter¬ 
nalised the social perception of themsclvc! 
as ‘deviant’ large section of women in pro¬ 
stitution are unable to perceive themselves 
as human beings and as victims and sur¬ 
vivors in an exploitative system. They 
therefore, live with negative self identities. 
The estrangement from intimacy and love 
and the social ostracism that prostitutes face, 
generally inhibit them from entering into a 
love relationship for fear of being deserted 
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or their pasts being raked up in the relation¬ 
ship. A prostitute is thus alienated from 
society at large and is forced to live a life 
of social condemnation. 

But if a woman can sell her mental and 
manual skills, which are exploited, there is 
nothing wrong with commercialising her 
sexual skills in prostitution which is 
only another form of women’s work. Pro¬ 
stitution is related to the exploitation of all 
women looked upon as sex objects A pro 
stitute at least sells her sex and does not give 
it away free as married women do. It is ihe 
sexual objectification ot women that must 
be eliminated and not just prostitution as 
a profession. 

Traditionally, a woman’s nature, entire 
being and role have been defined in terms 
of her sexuality, her reproductive organs and 
functions. While upper class women have 
always been protected, restricted and con¬ 
trolled within the confines of their homes, 
the working cla.ss woman's labour outside 
the home has always been ignored in terms 
of its contribution to larger socio-economic 
life Though a woman’s mental oi manual 
skills may be exploited, use or sale ot these 
skills may represent a break with traditional 
gciider stereotypes of women 

Fuither, recognising prostitution as a valid 
form of women’s work absolves govern¬ 
ments of the responsibility of providing op¬ 
portunity to women for developing voca¬ 
tional and occupational skills, expanding 
tfieir employment opportunities providing 
non-discriminatory conditions of work for 
women oi infrastructural fHcilities lor 
women to leave prostitution Provision nt 
viable economic options for women 
are crucial lo curbing ihegiowih ol prosti 
liilion 

While It IS It ue that sexual objectirication, 
violence and opposition arc common ex¬ 
periences ol all women, be it the prostitute 
or the wife, with a difference of degree, ques¬ 
tioning the bases of both the institutions ol 
prostitution and the patriarchal among 
monogamous family are steps in the direc¬ 
tion ol challenging the sexual objectilica- 
tion, exploitation of all women 
Decriminalising of prostilulion, facilitates 
uniontsation of prostitutes Jor welfare 
facilities and better work conditions Pro¬ 
stitutes must be treated with dignity as 
human beings without stigmatisation or 
discrimination vis-o-vis oihei citizens It is 
therefore necessary to delete ail legal pro 
vi.sions criminalising ot victimising pro¬ 
stitutes m any way. Welfare facilities and 
other benelits available to other categories 
must be open and available to women in pro¬ 
stitution It IS important that this distinction 
between the individual prostitute and 
decriminalising hci and the institution of 
prostitution and its decriniinalisation be 
made, for while the lormcr is necessary, the 
latter is unacceptable 

In raising a demand lor deeriminalisation 
of prostitution the K'PR collapses the 
distinction between Ihe individual and 
Ihe institution endorsing the patriarchal and 


exploitative assumptions of the latter, pro¬ 
moting vested interests within the sex 
business. Further it is contradictory to 
demand the repeal of laws against pimping, 
while simulianeou.sly making claims for Ihe 
regulation of third party managements and 
of the abolition ol force, coercion and 
violence against prostitute women. This is 
because third parly managements, inclusive 
of pimps arc a well-established phenomenon 
within the institution which is rooted in and 
thrives on the exploitation, physical and 
psychological oppression of prostitute 
women For this same reason while pro- 
siiiuics must assert their rights as human 
beings and must demand welfare and other 
benefits like any other citizen, any union of 
prostitutes must be examined in terms of 
the nature of its social base, its leader¬ 
ship, demands, ideology and structure of 
organisation 

Deeriminalisation would wipe out the 
stigma of immorality and criminality. Iziw 
plays an ideological role in a class-ba.sed 
patriarchal society reflecting and reinforc¬ 
ing the status quo Within these limits, it 
plays a progressive role whenever it is used 
as an in.strumenl to mete out justice to the 
oppressed and bring exploiters to book. By 
Itself law cannot bring absent radical 
changes in society 

Decriminalisaiion of prostitution is an 
expression of l he double standards of male 
.sexual morality—It reinforces sexist myths 
about women and reinforces the patriarchal 
assumptions ot the inevitability of prostitu¬ 
tion Such deeply internalised sexist values 
and ptactices can only be countered by deter- 
miiiL'd struggles against an exploitative class- 
based social order that breeds street 
prostitution 

V 

Some Rfrommendatiunh 

t)n the bases ol the foregoing analyses, 
the lollowmg tecommendalioiis may be 
made" 

legal Rejorm Review of dominant prostitu¬ 
tion laws and other laws related to prostitu¬ 
tion lol identity the loopholes through which 
prostitutes ate victimised and delete all sec¬ 
tions in these laws that penalise and 
discriminate against prostitutes. Tighten up 
and enforce criminal sanctions against pro¬ 
stitution rackets, especially procuring net¬ 
works trafficking in young women and girls 
for prostitution F'enal sanctions against 
cTicnts lor acts that violate prostitution 
Penal provisions against corrupt enforce¬ 
ment authorities. 

Citizen’s Committee, bnhanciiig efticacy 
in implementation by the constitution of 
.latLitoiily and niandatorily recognised 
citizens comniiitecs, area wise to observe ini- 
plcmentatioii ol piosiiiuiion laws Provide 
l.zgal education to implementing authorities 
on the provisions ol prostitution laws ^nd 
otliei related local laws Organise awareness 
workshops lor them, analysing the structural 


bases of prostitution and questioning 
prevailing sexist attitudes towards prostitutes 
and prostitution. 

Rehabilitation: Change/he ‘corrective and 
reformative' orientation towards rehabilita¬ 
tion to perceiving prostitutes as victims, 
active survivors and human beings with 
self-respect and dignity. Pro government pro¬ 
vision of adequate enforcement facilities for 
integrations of criminals in rehabilitation 
centres. Provision of halfway houses and 
subsidised hostels for women and their 
children needed especially when they leave 
the rehabilitation centre. 

Socio-economic Measures' While the task 
of providing adequate support structures to 
women in prostitution and those wanting to 
opt out is an urgent need, it is equally im¬ 
portant to initiate measures that ptevent 
women being forced to prostitute, in the First 
place. The following are .some. Widespread 
public education, on the structural roots of 
prostitution, the subtle and blatant manners 
in which the public sustains the institution, 
public. awarene,ss on the moral and legal 
isolation of prostitution and their concealed 
exploitation in prostitution, emphases on 
values of gender equality and justice. 
Increase educational and job opportunities 
for women and eliminate gender based 
discriminatory work conditions. Review and 
change discriminatory provisions in other 
laws against women that may either 
predispose them to prostitution or reinforce 
their image as sex object.s, e g. marriage and 
divorce laws, custody, maintenance, employ¬ 
ment laws, laws on the use of women’s im¬ 
ages in the media Review' existing and 
planned economic policies that directly and 
indirectly predispose women to prostitution. 
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PERSPECTIVES 


Family Planning in the Nineties 
More of the Same? 

Debabar Banerji 


The fsmily planning programme in India has been characterised 
by astonishingly simplistic approaches to the highly complex 
problem of population growth. There is an urgent need to devise 
humane, decentralised programme packages to suit specific 
demographic, cultural and economic zones which will replace the 
faceless bureaucratic structure which exists today. 


THE 1991 Census [GOl 1991) once again 
revealed an explosive population growth 
during the decade The population had in¬ 
creased by yet another 160 million; the in¬ 
crease was 137million during 1971-81 and 
109 million during 1961-71 [GOl 1989:7). 
By all accounts it is an unmitigated 
dieter for the country. It is a devastating 
indictment of the family planning pro¬ 
gramme. The allocation for family plan¬ 
ning programme jumped from Rs 6.5 
million and Rs IS.O million during the 
First (1951-56) and Second (1^56-61) Plans 
to Rs 270 million and Rs 2,858 million 
(furing the Third (l%l-66) and the Fourth 
(1969-74) Plans. It was a massive Rs 10,100 
million in the Sixth Plan (1980-85) and 
Rs 32,560 million in the Seventh Plan 
(1985-90) [GOl I989b:4]. Against these 
facts the claims of the authorities about 
the per cent of couples protected and the 
number of births averted are totally irrele¬ 
vant, if not plainly mythical. 

The political leadership of the country 
has to be squarely held responsible for 
these disasters. Three precious decades 
had been lost because of highly irrespon¬ 
sible behaviour of the political leadership. 
During this period the population increas¬ 
ed from 439 million to 844 million. Not 
that they lacked political will; it was 
misdirected. The astronomical growth in 
plan allocations, the unleashing oi the for¬ 
cible sterilisation drive ol the cniergencs 
days (1975-77) [GOl 1977] and the letting 
loose of the entire revenue and law and 
order machinery on the rural people, par 
ticularly the economically and politically 
vulnerable people, to sterilise them, are 
some of the examples of willingness ol the 
political leadership to act luthlessly 
against its own people. It had adopted 
what had turned out to be astonishingly 
simplistic approaches to a highly complex 
problem. It was a panic reaction to the 
population explosion. In Ashish Bose’s 
graphic and prophetic terminology in 
another context (in 1%7) "It is an asinine 


way of dealing with an elephantine pro¬ 
blem" 

Thai this ‘Mother of Demographic 
Disasters' has been highly fecund is ap¬ 
parent from Its reproductive record dur¬ 
ing the 80s and the way it is getting geared 
up to giving birth to yet another series of 
disasters which are timed to reach its 
climax when India will enter the 21st cen¬ 
tury. Early in the 80s, in its by-then-well- 
established panic response to population 
growth the entire programme was hand¬ 
ed over by the political leadership to 
generalist administrators (bureaucrats) 
The nexus was from the additional 
secretary in the union ministry of health 
and family welfare to the chiel .secretaries 
of the .states, divisional commissioners, to 
deputy commissioners, to sub-divisional 
oflicers. to iclisildars, down to the village 
patwaris. laigcts were fixed at the central 
level and each echelon of the bureaucracy 
was challenged to ‘prove’ its woith by 
fulfilling the assigned targets of catching 
people foi stciilisation. Entry of targets 
achievement in (he service records of the 
bureaucrats was the motive force for 
action 

rhe union and .state cabinets bestowed 
further powers on the already dominant 
generalist administrators in the depart¬ 
ment ol health and family planning. As 
mentioned eai her, the Planning Commis¬ 
sion dutifully multiplied the allocation for 
family planning for the Sixth and Seventh 
Plans People became the targets of their 
own governments The quixotic political 
leadership claimed that they would build 
a mass movement tor a small family norm 
(apparently with the help of these 
bureaucrats and through relentless pro¬ 
paganda assaults on the people). But even 
before the day of reckoning for the 1991 
Census, the w riting on the wall started to 
appear [CiOl 1987): that a large propor¬ 
tion of the ligures given was not reliable, 
if'not blatantly cooked up; that a large 
number ot family planning acceptors 


already had four or more children or were 
beyond the reproductive age. The addition 
of 160 million people during 1981-91 tell¬ 
ingly demonstrates how naive, if not less 
than honest, the political leadership had 
been in dealing with the very serious pro¬ 
blem of population growth in the coun¬ 
try. India’s family planning programme 
had been an unholy politician-bureaucrat 
nexus against helpless people of the 
country. 

PoLITICIAN-BURbAUCRAT Nf.XllS 

The political leadership also allowed the 
bureaucrats to take over (virtually hijack) 
the administration of the health services 
[Banerji 1985: 48] which required so much 
of specialised public health competence. 
Along with the transfer of the family 
planning programme to the newly created 
department of family planning came 
maternal and child health and a portion 
of public health nursing. The highest 
technical post in the department, that of 
the commissioner, family planning, was 
also taken over by a generalist ad¬ 
ministrator. They then went on to ‘capture’ 
the Community Health Workers’ Scheme 
[GOl 1978). the entire rural health service 
network, including block primary health 
centres, new primary health centres and 
sub-centres [Banerji 1989a). They then 
al.so took over the Rs 3,500 million area 
projects [GOl 1985) which covered 65 
di.strict$ and the Rs 3-5 billion Universal 
Immunisation Fhogramme [Sokhey 1988). 
With the completion of this take over, 
generalist administrators took over pro¬ 
gramme planning, formulation, develop¬ 
ment and evaluation, even though they 
conspicuously lacked the competence 
needed to deal with highly complex public 
health problems of the country. The most 
glaring example amongst them was the 
launching of the Universal Immunisation 
Programme in 1984 [Banerji 1990a). The 
union department of family welfare did 
not have most basic epidemiological data 
concerning the extent of the problems, 
leave aside their signiricance in relation to 
other health problems of the country. This 
list can go on and on; for example, a single 
‘central pattern’ of UIP for the vast and 
variegated health service systems in dif¬ 
ferent regions, efficacy of the vaccines 
under Indian epidemiological and eco¬ 
logical conditions, maintenance of the 
cold chain and monitoring of the pro¬ 
gramme. A nation-wide evaluation of UIP 
in 1990 [Gupta and Murali 1989) reveal¬ 
ed shocking acts of omission and commis¬ 
sion by the bureaucrats. But the political 
leadership did not act. Nobody was held 
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accountable for such disasters. The 
political leadership allowed similar situa¬ 
tions to develop at the stete level- 
hijacking of health services by generalist 
administrators and taking over from state 
directors of health services the direct 
responsibility of administering program¬ 
mes without being held accountable for 
their decisions. This state level hijacking 
of the health and family planning services 
by the bureaucrats had even more 
disastrous consequences. 

The political leadership had benignly 
looked on at t he macabre dramas enacted 
by its numerous offspring. It had shown 
no concern when the country was being 
bled white, with one disaster following 
another. It had their own pre¬ 
occupations—petty politicking, nepotism, 
enjoyment of perquisites, and, sometimes 
even kickbacks. It was also on the look 
out for greener pastures. It is also impor¬ 
tant that very few of the conscience- 
keepers of the country—the so-called 
intellectuals—dared to incur the dis¬ 
pleasure of the rulers by pointing out the 
present state of the family planning pro¬ 
gramme. How many of them even cared 
to analyse the consequences of the disaster 
of the already large population of 1981 
being further bloated by the addition of 
another 160 million by 1991? Incidental¬ 
ly, it may be pointed out that the highly 
visible and influential NGO lobby of 
sanitised social workers or ill-informed 
clinical obstetricians, who munotonoysly 
talk of the Malthusian spectre and who 
end up by lobbying for more grants from 
the government for greater ‘involvement’ 
of voluntary organisations, are not, at 
least for the time-being, included among 
intellectuals. 

It is necessary to separate acceptance of 
plan allocations and programmes for 
family planning from active action to pro¬ 
vide political leadership to stem the 
dangerous tide of population growth. 
Neither the many prime ministers of 
India, nor their cabinets nor the parlia¬ 
ment has provided such an active type of 
political leadership. This becomes 
manifest when one examines the stature 
of the union ministers in charge of 
population control and the way they have 
been inducted and shifted by prime 
ministers. For instance, when the V P 
Singh government came into being in 
November 1989, the prime minister 
assigned the poPitical leadership of 
population control to the septuagenarian 
Nilomony Routroy. Within five months, 
he was replaced by Rasheed Masood. One 
of the first tasks of Rasheed Masood was 
to rush to Geneva to head the Indian 
delegation to the annual meeting of the 
World Health Assembly and then to visit 
Poland (of all places!) to explore how the 


two countries could work together in the 
field of health. He later led the delegation 
for the Haj pilgrimage Shakeel, Ahmed 
was the next union health and family 
welfare minister when the V P Singh 
government resigned. Within weeks 
Shakeel Ahmed was disqualified as a 
member of parliament and he was forced 
to abandon his ministerial post after he 
hung onto it for a further few weeks. Only 
a deputy minister was at the helm of the 
union ministry of health and family 
welfare when the 1991 Census figures 
came in. During the earlier Rajiv Gandhi 
government of 1984-89, around a dozen 
politicians, almost all of them political 
lightweights or discards came to head the 
ministry of health and family welfare in 
the course of the frequent musical chair 
game of cabinet reshuffle. 

The situation is equally bad in the ca.se 
of key bureaucrats who were assigned to 
run a programme of such vital impor¬ 
tance. The average length ol stay of a 
bureaucrat, who provides the leadership 
of the department of family wcllare, was 
less than two years. They came from 
diverse backgrounds; more than one ol 
them from the ministry of (inance and 
one joined the department straight after 
his assignment at the European Economic 
Commission at Brussels. By the time they 
could acquire some acquaintance with 
their work in the deparimciii. most of 
them had been shifted to other posts 

All these combine to make a picture of 
unrelieved gloom and grimness But, un¬ 
fortunately, that IS the reality This reali¬ 
ty has to be faced if it is intended to con¬ 
trol population growth in India It can 
also be anticipated that the deeply entren¬ 
ched political and bureaucratic vested in 
terests would use every means to sweep the 
reality under the carpet, as t hey have done 
so often III the pa.st. Suppression of infor¬ 
mation, disinformation and distortion ol 
information have been the standard tools 
used to obscure the reality. Ahistoricity is 
a ‘logical’ element of this game of wishing 
away facts of history. To look for effec¬ 
tive ways of dealing with the population 
problem and to understand the sociology 
of the latest thinking in the official circles. 
It may be worthwhile to resurrect at least 
the salient events of the history of family 
planning in India m the two decades 
preceding the 1981 Census. 

The growth revealed by the 1%1 Census 
was dramatically different from what had. 
been anticipated by the Planning C6ni- 
mission. This had badly rattled them. This 
led to an agonising reappraisal of ihe 
entire Iramework of thinking and family 
planning became a programme of highest 
priority in five-year plans, The Planning 
Commission asserted: “Whatever can be 
usefully spent in the programme may "be 


provided and it may be ensured that the 
performanoe is commensurate with the ex¬ 
penditure” (GOI1969], The objective set 
was to “reduce the birth rate in India to 
25 births per 1000 population by 1973” 
(Raina 1963]! The birth rate for the latest 
available ^ar (1988) is given as 31.5 (GOI 
1990). This aptly sums up the overall per¬ 
formance of the family planning pro¬ 
gramme over the three decades. 

The response to the population explo¬ 
sion revealed in the 1961 Census also set 
the pattern for the subsequent three cen¬ 
suses. This IS the most tragic aspect of 
India’s population policies and program¬ 
mes. There are hysterical outbursts, 
apoplectic fits and feelings of terror of 
Malthusian doom amongst the autho¬ 
rities, including their advisors from 
foreign countries and international 
organisations. Such neurotic responses are 
associated with equally panicky, simpli¬ 
stic, hastily got together programmes for 
action. Both the Indian and the foreign 
exponents of such half baked programmes 
developed a vested interest in perjictuating 
(hem and they indulged in all sorts of 
lalsehoods, suppression and distortion of 
information and disinformation. Many of 
them managed to migrate to greener 
pastures before the next census heralded 
another explosive growth and exposed the 
hollowness of the work done during the 
decade. This cycle has been repealed on 
thicc occasions and now, after an increase 
of population from 361 million in 1951 to 
a colossal 844 million in 1991, the coun¬ 
try IS witnessing a re-enactment of the 
same macabre drama m response to a 
Situation which threatens the very 
existence ol the country- 

following the 1961 Census, the 
authorities first promi.sed to bring down 
the birth rate to 25 by implementing the 
prohibitively expensive extension ap¬ 
proach to family planning [Raina l%3]. 
When this did not work, in the mid-6()s, 
they whipped up a virtual national 
hysteria in favour of the intra-uterine 
device (lUD). The lUD was projected as 
the ultimate technology to curb population 
growth. This euphoria lasted barely a year. 
The programme turned out to be costly 
failure. Then came payment of cash incen¬ 
tives. This was reinforced with a massive 
campaign of mass communication. 

The country was groping with small siz¬ 
ed vasectomy camps when the shattering 
blow came from the reports of the 1971 
Census. No lessons were learnt from the 
past experience. Ahistoricity became the 
rule. The frustration made the political 
leadership and its foreign advisors even 
more reckless and ruthless This led to fur¬ 
ther coercive measures. It acquired 
stronger authoritarian overtones. The 
generalist administrators became even 
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iho.'c powerful and dominant, they in¬ 
vested the procedure of organising mass 
vasectomy camps all over the country 
[Krishnakumar 1971]. The entire 
bureaucratic machinery was allowed to 
trample on human dignity and humian 
rights of millions of its citizens, to force 
them to undergo sterilisation. Attainment 
of family planning targets, and, later of 
immunisation targets, became the over¬ 
riding priority for .rural health workers. 
One consequence of this almost patho¬ 
logical preoccupation with targets was the 
gross neglect of other comoonents of the 
health services, including, paradoxically, 
the other components of the maternal and 
child health services. When this too pro¬ 
ved inadequate, recourse was taken, under 
the cover of emergency of 1975-77, to use 
even police force to sterilise people against 
their will: the ‘achievement’ was over nine 
million sterilisations during the emergency 
|G01 1977). 

Faiu)res of Population Pi.annf.rs 

As pointed out earlier, no lessons were 
learnt when the report of the 1981 Census 
dealt a devastating blow to the advocates 
of ‘target oriented time bound’ family 
planning programme. The cycle was 
repeated. Significantly, many highly 
respected individuals, particularly those 
who had been associated with the Plan¬ 
ning Commission, almost without excep¬ 
tion, have great deal to account for in their 
identification with the casual and simpli¬ 
stic approach to population control in 
India for three long decades. It is a very 
disturbing phenomenon. This author 
recalls having specifically written, soon 
after the 1981 Census, to a fellow teacher, 
who was then also an influential member 
of the Planning Commission, about the 
dangerous implications of the census 
findings. The letter has spelled out clear¬ 
ly the impossibihty of making much head¬ 
way concerning the population problem 
unless key questions, such as the political 
leadership, the unhealthy role of the 
bureaucrats, gross neglect in the fields of 
health, education, nutrition, women’s 
status, etc, were urgently attended to. The 
Planning Commission member was 
courteous enough to send a prompt reply 
bdt it did not show any fresh thinking. 
There was a mention of the dream of 
launching of a motivational drive to make 
family planning a people’s movement. But 
how to initiate such a people’s movement'’ 
Through the bureaucratic machinery'’ 
How did he and his other colleagues work 
out a concrete plan of action to give a new 
direction to a programme, where (in the 
Sixth Plan) thCy had made a colossal 
allocation of Rs I0,1(X) million? 

That economists associated with na¬ 


tional planning have particular difficulties 
in planning health and population pro¬ 
grammes becomes evident from Arun 
Ghosh’s (1991 ] observations on the think¬ 
ing ofcthe Planning Commission of the 
V P Singh government on issues of 
population and health. Planners seem to 
suffer from massive blind spots. That the 
discussion on these aspects are given the 
twelfth position in his series on 
‘Challenges and Opportunities’ may not 
necessarily indicate the rank order of im¬ 
portance of the subjects. But then Ghosh 
himself admits that '‘There are several im¬ 
portant aspects of the problems (i e, of 
health care and health services) I have 
glossed over” But why should a planner 
decide to gloss over important aspects, 
while, at the same breath, keep on 
underlining the key importance of health 
inputs in dealing with the population pro¬ 
blem? He seems to be alarmingly unin¬ 
formed and superficial even when he gives 
examples of the problems he had glossed 
over: “We need, therefore, to go back to 
reviving the cadre of less qualified (and 
yet trained) medicos (the LMPs of 
yesteryear)—strongly opposed “by ICMR 
(sic)’.’ If the information bases of our top 
planners are so abysmally poor and there 
is so little historical situational analysis 
(Mahalanobis had also referred to LMPs 
in I9SS) it is difficult to avoid a conclu 
sion that even the top echelons in the 
Planning Commission (we will discuss the 
case of another member below) just do 
not think anything worth noting which 
does not fall within their obviously 
rcstiicted intellectual horizons. They 
would IiIk to bring the problem within the 
range of their intellectual horizons, rather 
than widen their tntcllectual horizons to 
come to grips with the highly complex 
interdisciplinary issues involved in plan¬ 
ning health and population policies and 
programmes in a large and diverse coun¬ 
try like India. Even within the unaccep¬ 
tably limited discus.siqn of the population 
problem, Arun Ghosh seems to fatl to 
comprehend the crucial issues of havoc 
wrought on the health services by the 
target oriented family planning pro¬ 
gramme and, by the imposition of the ver¬ 
tical programmes by UNICEF, WHO and 
loreign countries [Rockefeller Foundation 
1986]. He also ignores the current crisis 
in the mtxlical profession and in the health 
and family planning aaministration of the 
country [Bancrji 1989bj. For obvious 
rea:>ons, he could not dare to comment on 
the quality ol the political leadership at 
the union (Rouitoy and Masood) and 
stale ministries of health and family 
wellare 

It so happened that, at the instance of 
an ICCSR-ICMR .loint J>anelon Health 
for All, this authoi (DB) had specifically 


prepared a monograph as one of the 
Ruiel’s inputs in the formulation of the 
health (and population) plan of the Rajiv 
Gandhi, and then, after its fall, the V P 
Singh government Planning Commis¬ 
sions. This is given a long title to bring 
home its contents: A Socid-Cullurai. 
Political and Administrative Analysis of 
Helath Policies and ^grammes in India: 

A Critical Appraisal [Banerji 1990). It con¬ 
tained results of the author’s more than 
three decades of research and analysis of 
health and family planning services in In¬ 
dia. The book was immediately despatch¬ 
ed to Arun Ghosh along with a personal 
covering letter. Ghosh’s first article shows 
that it was of no use to him. He also had . 
no use for the substantial contributions 
of scholars like Ashish Bose (1988, 1989], 
including his presidential address to the 
international Population Conference in 
September, 1989. Incidentally, Ashish 
Bose’s work was influential enough to 
stimulate the then prime minister Rajiv 
Gandhi [1989] (in his inaugural address to 
the International Fkipulation Conference) 
to make a strong advocacy for drastically 
reducing the power of the central depart¬ 
ment of family welfare, to identify 
separate demographic and socio¬ 
economic zones in the country and for¬ 
mulate composite packages of socio¬ 
economic development programmes in 
tune with the special conditions prevail¬ 
ing in individual zones with family plan¬ 
ning forming its integral component. 

That such substantial analyses were ac¬ 
tively Ignored by Arun Ghosh and that he 
decided to resurrect an unpublished Har¬ 
vard seminar paper of a foreign-made 
Indian economist, who has done very 
limited work on family planning in India, 
paints a grim picture of the academic 
outlook oi those who had been engaged 
ir. planning health and family planning 
services in India. They not only lack some 
critically needed knowledge for that pur¬ 
pose, hut, what is even more ominous, 
they have actively nurtured their ignorance 
m this field by specifically disregarding 
knowledge and information, even when it 
is directly presented to them. It may be 
made very clear that it is not being sug¬ 
gested that the planners ought to accept 
the other viewpoints and reject outright 
the writings of foreign made Indian ex¬ 
perts. It IS only being pleaded that those 
who undertake the challenging (Challenge 
and Opportunities!) task ought to have the 
capacity to consider diverse data from 
diverse disciplines to identify the optimal 
solution. That planners of India have ac¬ 
tively ignored academic arguments and 
distorted the reality by bringing it down 
to their less than adequate level of com¬ 
petence, raises very important questions 
regarding the sociology of knowledge con- 
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cerning health and population planning 
in India. 

More than three and a half decades ago, 
Pra.santa Mahalancbis [1955] had ad¬ 
vocated an operational research approach 
to Indian planning. Instead of building on 
that foundation, that approach has been 
forgotten or actively ignored. The current 
day planners have replaced it with simp¬ 
listic, often patently naive approaches to 
health and population planning, with all 
the disastrous consequences. 

Unfortunately, another member of the 
Planning Commi.ssion of the V P Singh 
government, another economist, who was 
in charge of health and population plan¬ 
ning, had, unwittingly o/' otherwise, set 
the stage for initiating yet another bout 
of delusion in population planning for the 
fourth consecutive decade He had no use 
for the past experience in family planning. 
Indeed, even the firm commitment in the 
Planning Commission Approach Paper 
on the Eighth Plan [GOl 1990] on decen¬ 
tralisation and democratisation did not 
deter him from ‘toying’ with the idea of 
setting up a centralised population com¬ 
mission and present his (stray?) thoughts, 
during the discuiision of the approach 
paper at the meeting of the National 
Development Council. There is a Freudian 
overtone in the use of the words ‘toying’ 
and ‘stray thoughts’: even at that high 
level, a problem of life and death for the 
country is a plaything! Incidentally, even 
this pretension of health and population 
planning as a serious academic challenge 
seems to have been abandoned when in 
the defecting splinter Janata Dal Planning 
Commission J D Sethi was replaced by 
Jyotsnaben Shah, an activist. This may be 
one outcome of ‘kissanisation’ of the 
Planning Commission. With this the 
health and population planning process 
has touched a new low. Undoubtedly, 
politics, including political activism, 
should be in command: it sets the tone. 
However, it cannot be a substitute for 
rigorous scientific analysis and for for¬ 
mulation of the blueprint for action need¬ 
ed for planning. Planning cannot be bas¬ 
ed on individual idiosypcracies and flights 
of fancy. 

Lobby INC for a Popui ation 
Commission 

With the announcement of the results 
of the 1991 Census, the country once 
again finds itself at cro.ss-roads; will it 
follow the trend set in the previous three 
decades and undergo still another bout of 
self-delusion concerning the policies and 
programmes for population growth or, by 
the sheer compulsion of the pressure of 
yet another exponential increase, will it be 
forced to correct the deeply rooted fatal 


flaws in the policies and programmes? 
These will set the agenda for action in the 
90s, • 

Signi/icanily, the idea of a population 
commission was avidly picked up by 
others. Seminars and workshops of like- 
minded people were held in different parts 
of the country. All this culminated in a 
public announcement by the represen¬ 
tative of the United Nations Fund for 
Population (UNFPA) that his organisa¬ 
tion would be willing to support a request 
from the government of. India for setting 
up a population commission. Incidentally, 
there had been strong international pres¬ 
sure in the past to set up a population 
commission for India on the lines of those 
set up by Ceneral Ayyub Khan in F^kistan, 
General Suharto in Indonesia and presi¬ 
dent Marcos in the Philippines. As a 
matter of fact, in 1981, the ICSSR-ICMR 
[1981] report on an alternative health 
strategy stressed the setting up of a 
population commission. That we .see a re¬ 
enactment of the drama are evil omens for 
the future of population control in India. 
By any account, an increase of 160 million 
in a decade is an unmitigated disaster. But 
such simplistic approaches to decision¬ 
making concerning so critical and com¬ 
plex a problem is going to be an even 
greatc disaster. 

Indeed; there is an element of inevita¬ 
bility in the high drama that is enacted 
every timb the census results are made 
known. As pointed out earlier, the pro- 
.spect of being swamped by the tide of the 
rising numbers instils a sense of terror in 
the hearts of the more prosperous sections 
of the population This- class is so 
benumbed by its own logic that it refuses 
to take cognisance of the root causes of 
the population growth. They bitterly com¬ 
plain that the “fruits of development are 
being eaten away by the rising numbers’’. 
But simplistic as they are, they remain 
oblivious of the fact that during the last 
four decades, these ‘fruits of development’ 
did not trickle down to lower half or two- 
thirds of the people of their country, who 
continue to live a wretched life of poverty, 
hunger and human degradation. What 
stake can such deprived people be ex¬ 
pected to have in the future of the coun¬ 
try? What has the country given them 
during the last four decades? Prosperous 
sections do not want to be reminded of 
such an unpleasant reality. They want to 
wish away history. Under such conditions 
It is almost deterministic that the rulers 
would let loo.se forces of coercion on the 
deprived sections. The history of family 
planning in India is an account of escala¬ 
ting use of coercive measures to force peo¬ 
ple to .submit to family planning methods. 
Seen from this class perspective, it was 


logical that family planning work was 
taken away from public health workers by 
the political leadership and handed over 
to bureaucrats, who can use their law and 
order and revenue powers to browbeat the 
poor to submit to family planning. 

At tFRNAIIVt AGbNDA FOR ACTION 

One shudders to think of the social, 
economic and political consequences if 
the politicians, planners and bureaucrats 
manage to succeed in continuing-to delude 
the country through the 90s by ‘toying’ 
with gimmicks like the population com¬ 
mission. However, some hope lies in the 
expectation that it would become even 
more difficult for the ruling classes to 
perpetuate such myths. Firstly, internal 
dynamics of the power relations will shift 
further away from the privileged classes. 
Secondly, with the continuing exponential 
growth of the population, political pres¬ 
sure for change in the approach to popu¬ 
lation control will mount at a much higher 
exponential rate. Thirdly, concerned 
scholars and other citizens will be more 
effective in exposing the hollowness of the 
conventional thinking tjhan they were able 
to do in the past. Once the futility of pur¬ 
suing “more of the same’’ approach is 
realised by the authorities, concerned 
scholaR will be able to pul on the ground 
an alternative line of action for coping 
with the population problem in India: it 
would be like action for ‘post-war reconst¬ 
ruction’ A tentative outline for such 
ground level action plan is presented 
below 

(1) Humane, caring, people-oriented 
(democratic) and decentralised packages 
of programmes which are tailor-made to 
suit specific demographic, cultural and 
economic zones in the country will replace 
the existing faceless bureaucratic structure 
shaped by the functional requirements of 
achievement of time-bound targets assign¬ 
ed from the top. If there have to be targets, 
these would be much more broad-based, 
embracing the overall concerns of the peo¬ 
ple, which generate motivation for a small 
family norm, and such targets will be Fixed 
at the local level. If the state is incapable 
of being humane and caring, it is fit to 
be blown up by population explosions. 
Thus, the population growth becomes a 
potent weapon in the hands of the op¬ 
pressed people to wrest their democratic 
rights from their oppressors. The people 
of the country had given a resounding 
rebuff to their tormentors when the latter 
surpassed the threshold of coercion dur¬ 
ing the emergency. Since then the state has 
devised more devious ways of coercing 
people. The 1991 Census shows that they 
had not succeeded in their programme of 
forcing sterilisation on the people. With 
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the popul«tk>n growth deepening the crisis 
within the unjust social system, oppress¬ 
ed people will impel the state to be more 
humane, caring, and democratic in their 
approach to population control. Inciden¬ 
tally, the interplay of socio-cultural forces 
will generate an entirely different quality 
of political will: will to fulfil the solemn 
promises made to the people of the coun¬ 
try in the Directive Principles of State 
Policy in the Constitution of India. 

(2) A great deal of input from health 
systems research and high quality of 
public health expertise will be needed to 
thoroughly rejuvenate and then further 
strengthen the health services on the lines 
set out above. Reciprocally, it will require 
cleaning up of the unqualified and un¬ 
accountable bureaucrats from the pro¬ 
gramme. With them will go the practice 
of imposing targets for family planning. 
The vertical health programmes will also 
be dismantled. 

(3) To stimulate generation of motiva¬ 
tion for small family norm among people, 
there would also be rejuvenation and 
strengthening of other social and econo¬ 
mic development programmes forming an 
integrated package. Nutrition, water supp¬ 
ly, environmental sanitation, education 
and literacy, employment generation, 
strengthening of democratic institutions, 
are some of the instances of the contents 
of'the package. 

(4) Development of linkages of all the 
health and family planning and othei 
socio-economic programmes or what 
Arun Ghosh calls convergence of services 
will emerge as a result of development of 
the package of the services. Incidentally, 
instead of a centralised, bureaucratic 
population commission with which J D 
Sethi had started to ‘toy’ with and which 
created so much of euphoria in certain 
quarters, if at all there has to be a com¬ 
mission or corporation or any other 
organisational structure, under the chang¬ 
ed conditions that will emerge from below, 
as a felt need of the people to obtain ef¬ 
fective, integrated package of services, 
which is especially focused on the unserved 
and underserved sections of the population. 

Political initiative is crucial for bringing 
about the changes listed above. Politics 
has to be in command. It will have to get 
together a critical mass of highly compe¬ 
tent individuals who have i he capacity to 
think much more deeply and widely than 
has been done by the members of the 
Planning Commission and by most of the 
family planning specialists, both within 
the country and abroad. That the country 
has the capacity to generate a critical mass 
IS indicated by an experience from history 
With Jawaharlal Nehru and Rajkumari 
Amrit Kaur taking the political initiative. 
It was possible in the late 50s and early 


60s for P V Benjamin of India and 
Halfdan Mahler of WHO to bring together 
an inter-disciplinary critical mass of 
workers to formulate India’s now globally 
acclaimed National Ibberculosis Pro¬ 
gramme [Bancrji 1986: 97). Without 
doubt, the challenges outlined above are 
much more difficult than what was faced 
by those tuberculosis specialists. But tnen 
so much of positive social, cultural and 
political developments have already taken 
place in the country since the early 60s.. 
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REVIEWS 


Analysing the Housing Market 

Kiran ^'adh\a 

IVIetrapoiitan Housing Market—A Study of Ahiiu'dahad by Mecra Mehta 
and Dinesh Mehta; Sapc Publications, New Delhi; pp 208, Rs 180. 


IF housing pro+ilem is u number game defm 
ed as the excess of household osei the 
number of aeceplable housing units, the task 
ol housing potlev is lo pioducc this number 
of houses We could go a step further and 
disaggregate these numbers according to 
income groups, tenure and areas and lor- 
mulatc police responses accordingly Hons 
ing problem, however, is not a problem of 
numbers. As is very siiccinclly described by 
theaulhois o( the book under resieis, “it is 
a problem ol mismatch beiwcfn housing 
supply and demand which leads lo a lack 
of adequate and decent housing at allor- 
dabie prices with required aniemtics and 
with secure tenure at accessible locations" 
The mi.smatch or disequilibrium iiiav pcisisi 
on the supplier’s side due to lack of market 
signals or their inability lo adjust due lo 
supply bottlenecks. On the buyer’s side, the 
constraint to adjust may be due to absence 
of options or lack ol miormulioti aboul op¬ 
tions 01 high cost of the options I he task 
of housing polic-y then is to create conditions 
which correct the mismatch A prerequisite 
for foimiilaiing a succcsslul housing policy 
thus becomes a clear understanding of Inc 
operation of the housing market Tins 
understanding is important whether the 
government intends to have a more active 
role in production of housing or it coiifmes 
itself to a supportive role in promoting hous 
ing activities. 

Housing markets are localised markets. 
Demand and supply originate mainly from 
the local area. There is thus need to evolve 
housing policy perspective at local urban 
levels. The policy-makers, therefore, need to 
understand the local urban housing market. 
This requires answering questions such as; 
who are the buyers and suppliers of hous¬ 
ing? what motivates the suppliers to supply 
different types of housing? what are the 
major determinant of demands? how do dif¬ 
ferent households adjust to improve th.-ir 
housing situations; and what are the major 
constraints in improving the housing situa¬ 
tion faced by different income groups? 

The present study addresses itself to su.-h 
questions The study is the first of its kind 
in India in analysing the housing market r f 
a metropolitan area in its entirety and not 
confining itself to the lower income groups 
alone as has been the case with most of the 
studies undertaken in India. The present 
study was sponsored by the Planning Com¬ 
mission. The data base for the study includes 
a primary survey of 933 households, various 
secondary sources like the Census of India 


and records of Ahmcdabad Municipal Cor¬ 
poration, etc. The household survey was 
undertaken in 1984. The other data refers to 
various years depending upon the availabili¬ 
ty of data. At the time of writing the report 
some data troni 1981 census was probably 
not available to the authors. In such cases 
the authors have cued data Irom the 1971 
census 

The book under review i.s divided into 
eight chapieis including the last one on 
‘f Hidings and Policy Directions’ A biiel ap¬ 
pendix dcsciibes the methodology adopted 
for the household survey. Chaptci I gives the 
rationale for taking up the study and lists 
down the scheme of the following chapters 

Chapter 2 g.vcs an overview ol urban 
housing policies pursued by the government 
of India since the inception ol Fust I isc 
Year Plan. 1 he authors contend that housing 
conditions have generally deteriorated iti the 
country The deteriorating housing situation 
IS seen mainly in terms of increased crowding 
(rising person per room ratio), lower access 
lo amenities like water, toilets and owner¬ 
ship tenure. 1 he data for the above variables 
relate to different years. The data for 
crowding is for 1971 and 1981 and 1973-74, 
access to amenities for the year 1973-74 and 
ol tenure for 1961, 1971. For Ahmcdabad, 
the data on tenure is available for the year 
1981 akso. The sources for 1971 and 1981 are 
clearly census and for 1973-74 probably the 
National Sample Survey which however is 
not mentioned. In cate of one variable at 
least (namely, tenure) tbe conclusions based 
on 1971 data have been invalidated by the 
1981 census results. On the basis of 1971 
data, the authors conclude that the pereen- 
tage of owner occupied houses has declin¬ 
ed in all metropolitan areas except fn 
Ahmcdabad. By 1981 each and every metro¬ 
politan area had shown an increase in this 
percentage. This is a reflection on the effi¬ 
ciency of our census which have not made 
1981 data available even by 1987 

( hapter 3 provides background informa¬ 
tion about the economic base, occupational 
structure and residential mobility about the 
city ol Ahmcdabad and discusses the hous¬ 
ing situation in the city. T he inner city area 
of the city has been losing population and 
there is increasing spatial segregation of the 
rich (who reside in western Ahmcdabad) and 
the poor (who concentrate in slums in east 
ol Ahmcdabad) Inioiiuatioii derived from 
the household survey reveal startling dis 
pannes in relative housing situation of the 
rich and the poor. Nearly 25 per cent of 
1 


households have dwelling space of less than 
2 square metres per capita. The average for 
the richest 14 per cent is 30 sq ml or more. 
Same unevenness is seen in provision of in¬ 
frastructure facilities. 

The various supply systems have failed to 
make adequate housing available to the 
poor This can be seen even in ca.se of public 
sector whose participation in the housing 
sector is mainly for the benefit of the poor. 
According to data provided by the authors, 
77 per cent of ongoing projects and 94 per 
cent of the proposed projects by the public 
sector are on the western side and 80 per cent 
of these arc meant for the middle and high 
income groups. The authors lay the blame 
lor this bias towards higher income groups 
housing on the rigid norms relating to in¬ 
come and ceiling cost by the funding agen¬ 
cies. These agencies provide finance for 
housing lor different income groups on 
differentiated terms. The households are 
categorised into four income groups: 
economically weaker sections (EWS) (with 
a monihly income of less than Rs 750), low 
income group (Rs 7(X)-I.500), middle income 
group (Rs l,5(X)-2,500) and high income 
group (Rs 2,500 and above). T he ceiling cost 
lor housing lor each ol these groups is 
prescribed and is lower lor the lower income 
groups The high production cost of hous¬ 
ing nukes It veiy difficult foi the public sec¬ 
tor to pioducc housing wiihin the ceiling 
Innii loi the lower income groups. This 
results in a bias in favour of housing for the 
higliei incoinc groups The authors therefore 
suggested upgrading of the norms, in oui 
view this IS a wrong solution based on in- 
ccirrcct diagnosis of the problem. Mere revi¬ 
sion of the norms will not make housing af- 
loidable to the lower income groups. The 
change in (real) income of the various 
income groups should precede and be the 
rea.son for changing or upgrading the norms 
not the high cost of production of housing. 
The solution could also lie in the realm of 
efforts to reduce cost ol housing 

Discussing the various supply systems in 
Ahmcdabad in chapter 4, the authors ex¬ 
press concern over increasing commoditisi.- 
tion and commercialisation of housing 
sector —even of the informal sector catering 
to the lower income groups. By itself this 
would not be an undesirable development 
but III view ol the inefficieni functioning of 
the market and low effective cemand this 
would lead to freezing of the population in 
sub-standard housing solution. 

The next two chapters (chapters 5 and 6) 
of the book are devoted to analysis of the 
demand for housing. Three different types 
of analyses have been attempted, fn the first, 
the authors fit a hedonic function relating 
value of the house to characteristics like 
location, size of the dwelling unit, tenure 
security and neighbourhood variables. The 
dependent variable is the market value of the 
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noma IMrftar ai the dependent variable is 
Iht aiaMM value of the house, the coeffi- 
dcats of different characteristics reflect the 
influence of both demand and supply fac¬ 
tors. The authors recognise this but still go 
ahead to present an estimation of demand 
for different characteristics of housing. 

The hedonic function has beep estimated 
separately for owners and renters as well as 
for slum housing and modern housing. The 
objective of fitting different functions fur 
owners and renters presumably would be to 
evaluate the different preference structure of 
owners and renters. If such were the case, 
the dependent variable in case of renters 
should have been the rental value of the 
house The researchers have instead taken the 
market value of the house as the dependent 
wiablet in case of both owners and renters. 
Undet such circumstances, we fail to under- 
atand the reason for separate regressions for 
owners and renters. Notwithstanding the 
above, the analysis gives very useful infor¬ 
mation about the relative importance of dif¬ 
ferent characteristics in different segments 
of housing market of Ahmedabad. 

The second typ>e of analysis attempts to 
ocplain the demand for housing (denoted by 
etpenditure on housing) in terms of price, 
income, age of the head of household, size 
of household, duration of residence, etc An 
important byproduct of this analysis is the 
estimation of price and income elasticities 
of demand for different market segments. 
The income elasticity of demand was found 
to be in the range of 0.17-0.43 among renters 
and 0 20 for owners The elasticity was 
found to be negative for the low income 
groups This figure is much lower than that 
found in case of other developing countries. 
The price elasticity of demand is 0.8 for 
renters and 0 4 lor owners which leads the 
authors (o conclude that ‘a rental housing 
programme with public scx'ior subsidy is like¬ 
ly to induce a higher level ol housing con 
sumpiion than ihe owner housing pro¬ 
gramme with public subsidies' This is loo 
simplistic a conclusion as the authors them¬ 
selves would realise if they were to recall the 
experience of subsidised rental housing pro¬ 
gramme in the country 

The third type of analysis ol demand in 
chapter 6 focusing on housing preferences 
and constraints of households uses a very 
different technique to analyse the relative im¬ 
portance of different variables. The authors 
distinguish between households which are 
satisfied with ihe.r housing and those which 
are not. The satisfied households will not 
try to move whereas the dissatisfied ones are 
potentially mobile. Of these some may not 
be able to move due to const raints. The dif¬ 
ferences between these three categories of 
households are used to explain preferences 
and constraints in different market segments. 
The conclusions from the primary survey are 
interwoven with the results of regression 
analysis to bring out the relative importance 
of ownership tenure, legality of tenure, ac¬ 
cessibility to work, house size, shelter quality 


gnd neighbourhood quality in preference 
structure of different income groups and 
house types. 

Chapter 7 focuses on housing adjustments 
which hoascholds undertake themselves to 
improve their housing situation either 
through moving or upgrading the existing 
house. The mobility of household.s m 
Ahmedabad is quite low and mostly ad¬ 
justment is through improvement in existing 
residence. 

The last chapter (chapter 8) summarises 
the findings of the studv and offers some 
policy prescriptions with special reference to 
the provision of developed land and tinance 
lor housing. The authors draw attention to 
the need for working out strategies for better 
matching of .supply with the housing needs 
of the popula^n as as reducing inr 
equities in the housing supply system. Given 
the resource constraint, the authors favoui 
substitution of provisions of infrastructure 
for shelter for the poorer sections. A signifi¬ 
cant conclusion of the study relates to the 
importance given to the question of tenure. 
According to authors, the legality of lenilrc 
becomes important in later stages of life 
cycle and at higher levels of income. The em¬ 
phasis on legality ol tenure,according to 
authors is as misplaced as was on 'pucca' 
shelter 20 years ago Corresponding to the 
focus on upgradation as a strategy foi im¬ 
provement of housing situation ol the poor, 
the authors plead foi making Tiiiaiice availa¬ 
ble for upgradation as also developing mass 
based network system to make housing 
finance available to the lower income groups. 


The book gives a copiprehensive accoum 
of metropolitan housing market of Ahmeda¬ 
bad. The bias in the analysis in favour of 
demand is probably explained by the sole 
dependence of the authors on household 
surveys for primary data,'which provide rich 
source material for various quantitative 
exerciscsL In comparison, the analysis of 
supply is based entirely on secondary data 
sources and is much less rigorous. The 
authors started the research with defining 
housing problem as that of mismatch bet¬ 
ween demand and supply and the function 
of housing policy to resolve this' mismatch 
in Ahmedabad. Far from resolving this issue, 
the reader is left unsure at the end of the 
book about the reasons for this mismatch. 
Are the reasons to be found in low income; 
high cost of production: high housing 
norms; or may be all of them and many 
others? Despite this apparent confusion, the 
book provides an excellent overview of the 
housing situation of Ahmedabad. It also 
provides some important data and quan¬ 
titative conclusions about housing demand 
in the city of Ahmedabad which arc not 
available for any other city (excepting 
Bangalore) in India. One may not always 
agree with the authors about the diagnosis 
of the problem or about the conclusions 
reached or solution suggested, the book 
however succeeds in providing a basis for in¬ 
itiating a debate on the reformulation of 
housing policies in India. 

Some of the editorial problems remain. 
The most irritating of th^ is the undatini 
of data. Most of the tables neither mentioa 
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the years to which the data relate nor the 
source of the data from which one might 
have cross-checked the years to which the 
data relate Quite often one assumes that the 
data is probably drawn from the primary 
survey earned out by the researchers. The 


THF significance of coal as a commercial 
fuel can be seen from the lact that with a 
40 per cent share in total commercial energy 
consumption, it forms the largest primary 
energy source in India. An equally ipipor- 
lanl fact is that over 60 pet cent of the power 
generation in the country is based on coal. 
This makes its influence all pervading on, 
what may be termed, the ‘commercial eco¬ 
nomy of India'; in the light of this, it is sur- 
pri.sing that not enough published material 
is available on aspects of coal planning in 
India. Though, the same cannot be said of 
the unpublished reports and papers on the 
subject with the government institutions, un¬ 
fortunately, access to them has remained 
restricted. To quote an example, two major 
studies were undertaken by the BICP during 
the 80s which dwelt on various economic 
problems and aspects of the coal sector at 
considerable length, yet these studies have 
to date remained out of the reach of those 
interested in research in this area. In the light 
of this, the book under review here by Gopal 
Kadekodi is a welcome addition to the 
literature on the subject; particularly, as it 
gives comprehensive coverage to the many 
issues involved in planning for the sector. 

The book is divided into two parts. The 
first part consists of four chapters, wherein 
the author deals with the economics of costs 
and prices Here he relates costs to issues 
such as the rale of production, the exhausli- 
biliiy of the resource, the physical aspects 
of production and those related to the pro¬ 
ductivity III coal mining. In Ihe second part 
the author addresses certain issues, which 
though they seem peripheral in the present 
milieu, were seen to be important m the past 
and drew enough atlcntiuii Irom policy¬ 
makers. To sight an example, coal benefica¬ 
tion was .seen as a solution lo the problem 
of high ash conlenl in Indian coal until a 
few years back. The issue was perhaps settled 
by the BIC'F' study undertaken during the 
early 80s Siniilaily, the authoi addresses an 
issue related to an important side effect, vi/, 
environmental pollution caused by the 
devciopmeni ol coal mines as well as by the 
operations ol washeries I Ins is an aspect 
which had in the earlier pciiod since the na¬ 
tionalisation of the coal mines remained 
generally outside the purvicsv of the invest¬ 
ment planning in the coal sector, not to 
apeak, of the public sector. 


year of survey gets known to the reader only 
when one reaches page 173 where in a note 
to Table 7.2 the year of survey has been men¬ 
tioned. Most of the tables do not even men¬ 
tion the source as primary survey. It gets 
mentioned lor the first time in chapter 6 


Ideally, planning for the coal sector must 
form an integral part of the total energy 
planning process in India. Accordingly, it 
must reflect the degree of emphasis to be laid 
on the planning of the quantum of future 
supplies of energy from this source. While 
broad policy prescriptions with respect to the 
importance to be laid on the coal sector were 
spelt out in the Fuel Policy Report (1974), 
comprehensive and integrated exercises in 
this respect began to emerge only during the 
80s. In preparation towards the eighth plan, 
extensive exercises were carried out with 
respect to the energy sector by the Planning 
Commission. In congruence, the author ad¬ 
mits “the logical way to go about it is to fit 
the coal sector expansion and pricing within 
the overall energy sectoral planning frame¬ 
work To the extent the relationships between 
alternative energy sources are governed by 
both the technical and economic constraints 
an integrated approach has to be worked 
out” 

1 he author is, however, more modest in 
his approach as he restricts him.self to the 
sectoral planning study ol coal The study 
concentrates on production and cost struc¬ 
tures within the Iramework of technological 
options available, viz, the advantages of 
saiious mining techniques in terms of their 
productivity, cost effects and economies ol 
scale, and the impact of diflerent techno¬ 
logies and technical options upon cost and 
productivity. The model of choice of techni¬ 
ques IS developed to nairow the technical 
choice to such fiscal options as arc socially 
and economically cost clicclive 

Ihe issue ol exhaustibility is dealt with 
III two specific way.s, namcK, using on the 
one hand the detailed analysis ba.sed on pro¬ 
ject {ex-ante) and on the other the nunc level 
(ex-po'.t) costs and other data. Inveslnieni 
level data liom 57 project mines, the hisio 
rical data luini Last Bokaro Geological 
Blocks and mine level data Irom Singareni 
coal field arc used to develop the econo¬ 
metric model ol depletion The issues aris¬ 
ing out of environmental degradation and 
the social consequences of mining have been 
addressed, and ceiigin approaches to 
measure the impact of the social costs on 
the project costs are discussed using the case 
study ol the mining project formulation in 
the coal trapped under Damodar river and 
the rail track in the medium coking belt ol 


India. The cost effects of alternative tech¬ 
nical options are evaluated. The approach 
for evaluation is essentially the one based 
on the UNIDO guidelines for the evaluation 
of social projects. In the second part the 
author aLso touches upon the issues related 
to economics of beehive and soft-coke mak¬ 
ing in India. 

Among the specific leaturcs that can 
affect the investments in the sector and 
therefore a long-term availability of this 
energy source, as in the case of most of the 
depletable resources, is the exhaustibility of 
coal in mines. The rate of mining at which 
the niinable resources are extracted is af¬ 
fected by uncertainties in various forms. An 
interesting example of this is the behaviour 
of coal mine owners in days when the coal 
mining was under private ownerhsip. When, 
in the absence of adequate assessment of the 
minable coal reserves, faced with uncertainty 
the owners resorted to slaughter mining. On 
account ol this over 2,500 million tonnes of 
coal were left standing on pillars, to increase 
the future costs of mining in the affected 
sectors. 

By definition, based on the present level 
of technology, coal available ai a depth of 
600 metres is considered to be economically 
minable and forms a part of the total 
reserves available m the near future. Whereas 
for coal available deeper than >500 metres 
and up to 1,200 metres, though minable, its 
costs of mining per unii are uneconomic. In 
spite of the fact that the total volume of coal 
resources in India forms less than 1 per cent 
of the world coal reserves, in comparison to 
the world coal resources, of which only the 
6 per cent are estimated to be technically and 
economically minable, m India 30 per cent 
IS recoverable. Another feature of coal min¬ 
ing in India is that over 60 pei cent of thc.se 
reserves are available within 300 metres of 
depth. The import of this is that planning 
and coal mining in India can safely concen- 
trale on identifying appropriate choice of 
techniques across different Helds rather than 
searching loi technologies lo go dee|iei. This 
aspect has been addressed in some detail in 
Chapter five of the book. 

For various reasons the second chapter is 
the most important chaplei of the book as 
It deals with issues ol practical significance 
related to coal pi icing. I hc problem of pric¬ 
ing coal is best summarised by a series of 
observations made in the BK.'P (198.3) report 
on the coal sector, namely, 

(1) “The consumer puce of coal should in 
principle be based on the opportunity 
cost of coal with special rclerence to the 
possibility ol mterfuci substitution”. 

(2) "The mam reason as would emerge from 
calculations is that the Bureau docs not 
have any great confidence that the mar¬ 
ginal project on the horizon are really 
“marginal” as is commonly understood 
by that term, that we are steadily moving 
to projects, fiom one to the other, each 
slightly higher cost than the previous 
one”. 


Shedding Light on Coal Sector 

Shrikant IViodak 

Planning for (-oal Sector: Issues in Kxhaustibility, Technology and 
Benefication by Gopal K Kadekodi; B R Publishing Corporation, Delhi, 
pp 224, Rs 125. 
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(3) “Long range marginal costs (LRMC) 
would be good indicators'only if they are 
based on a cost minimisation exercise, 
and when one can state With some 
degree of assurance that the marginal 
projects approved are the most efficient 
ones on the horizon, in the specific case 
of the coal industry, the costs prognosti¬ 
cated in respect of recently approved 
projects arc widely divergent, and this 
condition does not appear to hold good. 
Marginal costs could be sensitive to the 
adoption of a single high cost (marginal) 
project for pricing purposes. Indeed the 
Bureau finds thai for some new projects, 
estimated future costs are well below 
even present production costs, wheieas 
some projects at the margin have ex 
tremely high cost” 

The issue of the ‘opportunity costs’ as 
quoted here from the BICP report with 
reference to the interfuel substitution effect 
IS very important and requires explanation 
The central question here is opportunity loi 
whom? This question is significant in the 
present context when, with the tall ol an 
ideology there is a mad rush to espouse the 
rediscovered virtues ol market forces, mean¬ 
ing giving a tree hand to consumers by ol 
fering them a wide range of choices, it neeil 
be by opening up the econoiii) While results 
of this indiscriminate policy, adopted during 
the 80.S are already visible, in the Indian 
energy .sector an important development was 
that, contrary to what had been envisaged 
in the I'ucl Policy (1974), interfuel substitu¬ 
tion went against coal and in favour of oil 
and oil products As a result, by the end ol 
the decade the Indian economy was already- 
reeling under its impact, as reflected by an 
unprecedented rise in the energy consump 
lion, even long before the Gulf crisis surlac- 
ed. If important lessons arc to be drawn 
from the developments over the past couple 
of decades in the international energy sec¬ 
tor and India's predicament in coining to 
grips with them, it is as well that we define 
our opportunities correctly, even moie so 
when it comes to the choice of energy 
sources. 1 hus one cannot but conclude, that 
the consumers, whoever they arc, must 
dovetail their needs to correspond with the 
opportunities available within the largci 
system. Received economic wisdom in this 
context IS that prices of commodities must 
reflect what it costs the economy to make 
them available at the margin. The relative 
prices of commodities under such circiim 
stances would pioduce a consumer response 
that corresponds with the overall oppor¬ 
tunities within the economy. This is parti¬ 
cularly significant in the present milieu when 
there are pressures growing to abandon plan¬ 
ning and place greater reliance on the market 
forces. In consequence, the development pro 
cess, there are reasons to believe, may not 
only not confirm with the resource position 
of the country, but may become divorced 
from the needs of its populace. This under¬ 
scores the need for planning, and hence the 
need for price! to reflect the opportunity 


costs of various fuels insofar as ene^ sec¬ 
tor is concerned. Just as the prices of all 
other commodities must emerge out of this 
process so it must be with fuel prices. In a 
competitive laissez-faire economy, marginal 
costs are generally a good guide a means 
to send appropriate signals to its consumers, 
but in the case of natural monopolies or sec¬ 
tors of national significance, in the absence 
of competition, the prices based on LRMC 
are a means of communicating the relative 
costs of supplying these commodities to 
their users. 

Returning to coal, insofar as it is a use- 
value of social significance as well as at the 
sectoral level a consumer of some from other 
spheres of production, the LRMC of coal 
and prices it reflects must be the sum of a 
series of values which enter in its produc¬ 
tion. BICP's dilemma is that, the values at 
margin are determined by the natural dif¬ 
ferences in the condition of production 
across coal mine.s and coal fields, and these 
are at best inconsistent. Thus, BICP’s con¬ 
clusions are that the LRMC pricing is nol 
within the practical grasp of those who have 
to take the pricing decisions in the sector. 
What does the author have to say on this? 

Though, the author has not addressed this 
question, his observations based on the 
analysis of 57 new coal projects during 1979 
to 1981, seem to suggest that the project costs 
do follow a pattern and the.se findings he 
further substantiates with an ex post analysis 
of mine level and field level data. He comes 
to the conclusion thai there are scale econo¬ 
mies, and they run out at the level of 1.7 to 
1.8 million tonnes mine capacity. If it were 
so, then all that the decision-maker has to 
do, given the fact thai the annual projected 
demand increases lor coal are far in excess 
of the minimum scale, is to plan mining pro¬ 
jects in multiples ol the minimum scale. All 
things remaining the same the I RMC would 
be constant and the i ise m il vv ould bi deter 
mined by the ctuiiges m input prices alone. 
If this were (rue then there is something 
amiss III the Bl( I’ methodology. 

However, the ditlcrcnees between the 


above two findings are apparent and not 
real. For by the author’s own admission, 
though the .minimum scale of mining may 
be the one discovered by him, the costs bet¬ 
ween mines of the same size would differ 
owing to the differences in the geological 
conditions of mining as well as differences 
m the managerial practices. While the 
managerial practices probably can be made 
consistent across mines with the appropriate 
naming and other control methods, the 
geological conditions arc given by nature. 
Here the author’s findings that the cost 
structures at the mine level are quite in¬ 
fluenced by geological factors such as depth 
of the mine (or work area), overhead burden 
ratio, scam thickness, the giadicnt, number 
ol laces and the economic variables like the 
age of the mines oiler impoitant clues to 
resolve the dillcrcnee between the author’s 
own observations and those in the BICP 
study. Many of the gcolugieal laeiors that 
afleci the estimates ol the project costs are 
nol known precisely, a pnori. and hence the 
estimates of unit costs need not display any 
definite pattern But on the other hand this 
could happen even when the planning pro¬ 
cess itself IS faulty In the light of (his, the 
author’s mam contribution from the plan¬ 
ning exercises is his finding on the level of 
minimum efficient scale in coal mining. But 
when It comes to translaliug this into 1 RMC 
schedule. It leaves one with a feeling that he 
IS. like the BIC P, groping in the dark Off 
and on, he keeps repeating the need for ap¬ 
plication of I RMC in coal pricing without 
quite showing the was to do it. 

Thus the author is not quite able to 
develop any coherent practical proposition 
tor costs and prices m the coal sector His 
treatment ol the subject of the subsiilution 
ellect IS cursory and has little to offer 
beyond what is already know n ) mallv, the 
organisation ol the book lould have been 
better planned as, in ns pieseni loim, one 
IS It'll with a feeling that issues have been 
picked and discussed at laiulom I he value 
ol the book IS esseiilialls m its broad 
eoserage ol the issues that have bugged the 
secloi osei the past couple of dcc.idcs 
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SPECIAL ARTICLES 


Demand, Supply and Savings Constraints 

in Indian Economy 

Ashima (ioyai 

This paper develops three model related criteria to classify the non-afincultural sector oj the Indian economy 
as demand or supply constrained. The savings behaviour oJ the economy is then examined and related to these 
criteria. It is shown that white a short-run dynamic demand constraint held, a longer-run supply or resource con¬ 
straint dampened investment demand in the late 60s and 70s. High public sector invesinieni /rom the late 70s 
helped maintain favourable growth dynamics that has led to financial deepening and increased flow oJ resources 
to productive sectors, helping to relax the longer run resource constraint. This, in turn, may make possible in¬ 
novative fiscal reform, including sale oJ public sector enterprises, to maintain high new public sector investment, 
until growth can become .self-su.staining. 


Introduction 

IN India the capital stock is insufticiem to 
give employment to all its labour force at 
a reasonable level of productivity. This im¬ 
plies that It is supply, and savings consirain- 
ed, as savings are the means of increasing 
capital stock. T his supply constraint is also 
tied up with allocation incfl icicncics in the 
choice ol capital-labour ratios, and other 
infra.structural and intersectoral mismatches, 
such as enumerated in various models of 
dual economies. Even so, there is excess 
capacity m the modern industrial sector and 
the case is sometimes made that industiial 
growth is restricted bv demand factors and 
a low scale of production.' This would be an 
essentially short-ruiTconstraint ascompared 
to the earlier longer-run supply factors 

In this paper three different model related 
criteria are proposed and applied to classify 
the Indian non-agricultural secioi as de¬ 
mand or supply constrained. 1 he first com¬ 
pares potential demand at lull capacity to 
supply, the second actual demand as deter 
mined by the dynamic growth trajectory 
These arc essentially shoii-run ineasures 
The third is based on the dependence ol the 
dynamics determining non-jgricultural de¬ 
mand, on intersectoral resource flows I his 
is related to the longer-run supply con 
straints. These criteria arc e.xplained and 
derived in Section 11. They raise dynamic 
issues of hysteresis and path dependence m 
a non-market, clearing context 

In the literature concern has been voiced 
over the stagnancy of the saving/ouiput ratio 
in the eighties.' There are some problems of 
data and interpretation that need to be 
examined carefully. This is attempted in 
Section III. It is also illuminating to relate 
the savings behaviour to the issue of demand 
versus supply constraints. Ciiven the low ag¬ 
gregate capital/labour ratio and labour pro¬ 
ductivity, a slower rate of increase in ag¬ 
gregate resources available for investment is 
worrying, but if demand constraints prevail 
and current resources arc not being lully 


utilised, the mechanics underlying the 
niamlcnance ol demand become mesre im¬ 
portant I he intersectoral allocation ol sav¬ 
ings IS a majoi determinant of these 
mechanics C liangcs in the lormer indicated 
by the data are examined 

III the last section it is argued that while 
the government played a very important role 
in maintaining demand, the nature ol its in¬ 
tervention IS becoming unsustainable and 
will have to be modilied in innovative ways 
C’hanges in the sinictiiic ol the economy 
make this possible, and may, esentually 
rendei it iinneccssai y 

II 

Ue'inatHi M‘rsus .Supply Constraints 

Attempts to estimate aggregate demand 
and supply are bedevilled by a number ol 
problems It is argued below lhal the use ol 
price mosenients as a sample separation 
device to distinguish demand from supply 
constiaints may gne incorrect results. It is 
betlc'i to examine the issue in a geneial 
equilibrium maciomodcl lhal allows loi lack 
ol maiket clearing and is calibrated to 
reprcxluce historical price and output paths. 

1 he issue ol demand sersus supply con¬ 
straints can be examined at various levels in 
such a model, each ol which yields dillerent 
insights 

The model used belt is simple, highls ag¬ 
gregative, distinguishing only between the 
agricultural and non-agricultural sectors and 
using fixed coefficients. Its special features 
are the dvnaiiiic non-linear price and out¬ 
put paths generated and the nature ol the 
interaction between the short and the long 
tun I he equations arc given in Appendix 
A They arc derived from explicit utility/pro 
lit maximisation,' and public sector mvesi- 
mcni from the government budget con- 
vtraint. The dvnamics of the non- 
agricullural sector can be obtained from a 
reduced form of two differential equations: 

ii - f(U,T) (I) 

f ^ g(u, t) (2) 

'v i O. ^ K \ «. 8, < O 


where equation (1) model changes in the 
output capital ratio, it, as a function of in¬ 
vestment saving dynamics |scc Goyal 1989, 
1990j. Private sector investment responds 
relatively more to expected returns and 
public sector investment to resource avail¬ 
ability In such circumstances short-run 
multiplier instability can hold in some 
periods, and price setting behaviour has an 
important role in generating stable adjust¬ 
ment paths. 

The rate of change of mark-up. t, is deriv¬ 
ed by a representative lirm that sets prices 
to maximise profits In this simple ag¬ 
gregative model expectations of demand 
elasticity depend upon aggregate demand, 
and can be proxicd by u. So that optimis¬ 
ing behavioui would have mark-ups falling 
with a rise in u, or g^^ < 0. further, under 
certain conditions only such pricing 
behaviour would allow firms to approach 
stable equilibria li is to be empha.sised that 
the mark-up is not ad hoc, but the result of 
a profit maximising decision. In an infla¬ 
tionary environiiicnt, where costs change fre¬ 
quently the maik-up on variable costs is a 
natural decision variable even for com¬ 
petitive firms. In simulations with data for 
the Indian economy, over the period 1960-61 
to 1984-8.*;, the hypothesis g,, > O, was 
tested against g^, ^ 0. In accordance with 
the theoretical analysis it was found that 
only il g^i ^ 0, and the changes in mark¬ 
up wcic small, could the simulations 
reproduce historical industrial price and out¬ 
put paths 

I he simulations show that the trend of 
non-agricultural pneq and output can be ex¬ 
plained by movements along and switches 
among dynamic trajectories approaching 
stable non niaikel clearing equilibria Public 
sector investment is ‘crowded out' in periods 
ot innation, or tall in resource availability, 
and this leads to ciowding out ol private in¬ 
vestment in subsequent pciiods, due to fall¬ 
ing u and prolliability. Using this model the 
three criteria used to classily years as de¬ 
mand or supply constraints are. 

(i) Equation (3) gives the condition on the 
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exogenous variables and parameters 
such that the demand constraint holds. 
This condition implies that exogenous 
demand components plus induced de¬ 
mand at full capacity output must be 
less (more) than full capacity output for 
the demand (supply) con.straint to hold. 
This is derived in Appendix B 
+ tp + Cp-f g,s^e,(l-n) ^ 

g, s(l-0 n y + i, n y-c 
e,{l-n)+c„\ e, (I n)+Wa(l 

(l-s) n y < y (.1) 

According to this equation, the simula¬ 
tions that reproduce historical Indian 
price and output data throw up the 
following years as demand constrained^ 
l%5-66. 1966-67, 1969-70, 1970-71, 
1973-74, 1977-78 and 1978 79 These 
years were demand constrained in the 
strictest sense that even it output had 
reached its full capacity limits, demand 
would have been a constraint 
(ii) The dynamic adjustment trajectoiics 
that replicate actual price and output, 
always have, except loi the early 60s, 
non-agricultural output less than 
capacity. This implies that some addi¬ 
tional years from l96.‘i-66 to 1984-85 
were demand-constrained in the less 
strict sense that the dynamics of the 
system prevented it from reaching lull 
capacity. 

(iii) While in any one peiiod, where output 
is less than capacity, investment may 
Icpd savings thiough changes in output, 
bank credit and prices,' in the longer 
run both private and public investments 
are dependent on resouicc availability. 
In particular, a reduction in resources 
available to the public sector can, by- 
decreasing induced investment, push the 
economy to a growth path ol tailing u 
and rising r. 1 his, in a stylised-way, is 
what happened to tlic Indian economy- 
in the mid-sixiics, while ni the mid- 
seventies the sharp increase in remit¬ 
tances and household savings made- 
possible a switch to a path ol increas¬ 
ing u. In this thud sense the Indian 
economy has been rcsoucc constrained 
from the inid-sixtics to the mid- 
seventies. This is an intersectoral savings 
or supply constraint that leads to a de¬ 
mand constraint in the non-agricultural 
sector. The dynamism ol industrial 
growth IS dependent on an inHow ol 
resources from external sectors, either 
the rest ot the world, or Irbm traditional 
unproductive savings traps such as gold 
or land, or from agriculture An ag¬ 
gregate savings constraint would hold 
only when output is equal to capacity 
so that there is no possibility ol 
demand-induced increases m output 
and savings. 

The only previous study to attempt a 
similar classification is that of I.ahiri and 
Roy [19Mi who try to distinguish demand 
from suptriy constrained years for organis¬ 
ed Indian manufacturing over the years I960 


to 1977. Hwy use Amemiysi’s [1974] method 
for estimating aggregate demand (X”) and 
supply (X*) in a non-market clearing 
framework, with the years when mark-up in¬ 
creased being regarded as supply constrain¬ 
ed and vice versa. The mechanics of mark¬ 
up change (At) are according to ihe 
equation: 

At = et (X‘'-X®). e > O 
with X = min (X**, .\®) 

In their estimated aggregate demand and 
supply equations the signs of the A t coef- 
lic'ienls are the opposite of what they expect 
and the coefticicnts themselves are 
insignificant. 

They try to rationalise this in various 
ways. The model above would suggest that 


O, the adjustment equation would 
have 0 < O so that the ‘counter intuitive* 
signs of A T are explained. Further demar¬ 
cation of observations as lying on the de¬ 
mand or supply curve, on the basis of short- 
run changes in mark-up is incorrect for the 
following reasons; 

(i) If there are lag.s in setting manufactur¬ 
ing prices, short-run mark-up changes 
may reflect only cost factors. 

(ii) Rational profit maximisation under 
uncertainly and expectations defined 
over dynamic aggregate adjustment 
paths may imply Q O for some 
periods. 

(lii) Observations may fall on dynamic ad- 


Tabie 1: Household Savings 


Annual Growth Rates of Annual Grawth Rates of Ratio to Total 
Household Savings in Household Savings at Household Savings 

Current Prices Consta nt (1980-81) Prices at Current Price s 


Year 

(1) 

Financial 

(2) 

Physical 

(3) 

Total 

(4) 

Financial 

(5) 

Physical 

(6) 

Total 

(7) 

Financial 

(8) 

Physical 

(9) 

l%l-62 

7.2 

-12.3 

-5.7 

9.6 

-10.4 

- 3.7 

38.1 

61.9 

1970-71 

49.2 

-1.5 

8.9 

50.6 

-0.6 

10 0 

28.1 

71.9 

1971-72 

13.4 

12.0 

12.4 

19.5 

18.0 

18.5 

28.4 

71.6 

1972-73 

36.9 

-8.6 

4.3 

51.5 

1.2 

15.5 

37.3 

62.8 

1973-74 

69.7 

38.1 

49.9 

118.3 

77.5 

92 7 

42.2 

57.8 

1974-75 

- 34.3 

26.0 

0.6 

-30.1 

33.9 

6,9 

27,6 

72,4 

1975-76 

65.0 

6.1 

22.3 

59.0 

2.2 

17,9 

37.2 

62.8 

1976-77 

23.8 

18.6 

20.5 

32.0 

26.5 

8.5 

38 2 

61.8 

1977-78 

20.6 

12.6 

15.7 

28.5 

19.9 

3.2 

39.9 

60.2 

1978.79 

13.8 

25.5 

20.8 

15.3 

27.2 

22.5 

37 5 

62 5 

1979-80 

-8.7 

1.9 

-2.1 

5.2 

17.3 

12.7 

35 0 

65.0 

1980-81 

41.4 

17.2 

25.6 

57.7 

30.7 

40.1 

39.4 

60.6 

1981-82 

11.6 

6.6 

8.6 

22.5 

17.0 

19.2 

40.5 

59.5 

1982-83 

31.0 

-21.0 

0.0 

41.0 

-150 

7.7 

53.0 

47 0 

1983-84 

7.9 

51.9 

28.6 

16.7 

642 

39.0 

44.5 

55.5 

1984-85 

30.9 

-I2.t 

7.0 

40.7 

- 5.5 

15 1 

54 4 

45.6 

1985-86 

4.7 

42.7 

22.0 

11.6 

52.2 

30 1 

466 

53.4 

1986-87 

29.5 

-5.1 

ll.l 

38.7 

1.7 

18 9 

54 4 

45.6 

1987-88 

12.4 

27.5 

19.3 

22.4 

38.8 

29 9 

512 

48.8 


Source: CSO, NAS 

Table 2: Growth Rates of Ten-Year Moving Averages ok Househoi d Savings 


Mid Years 


In Current Prices 


At Constant (1980-81) Prices 

of Moving 

Financial 

Physical 

Total 

Financial 

Physical 

Total 

(1)' 

(2) 

(3) 

(4) 

(5) 

(<•) 

<7) 

l%5-66 

12.3 

14.6 

13.9 

19.2 

20.3 

20.0 

1966-67 

12 8 

15.3 

14.6 

19.6 

20.7 

20 4 

1967-68 

17 3 

10.7 

12.6 

26.3 

16 5 

19.2 

1968-69 

26.0 

15.2 

18.4 

47.0 

27 1 

33.0 

1969-70 

12.0 

16.7 

15.2 

21.3 

28 5 

26.2 

1970-71 

18.3 

14.6 

15.7 

27.8 

22 0 

23.8 

1971-72 

21.7 

13.2 

15.8 

30.1 

21.3 

24.1 

1972-73 

22.3 

13.8 

16.6 

30.2 

21.5 

24.4 

1973-74 

21.4 

16.4 

18.1 

27.1 

23.2 

24.6 

1974-75 

15.5 

12.9 

13.8 

22.2 

21.5 

21.7 

1975-76 

18.8 

14.3 

16.0 

28.8 

24.1 

25.8 

1976-77 

17.6 

13.1 

14.8 

27,4 

22.7 

24 5 

1977-78 

19 4 

8.6 

12.7 

30.2 

15.3 

21.0 

1978.79 

15.5 

12.6 

13.8 

25.2 

21.6 

23.0 

1979-80 

20.8 

8.1 

13.2 

30.6 

15.5 

21.8 

1980-81 

16.4 

12.6 

14 3 

25.3 

22.3 

23.6 

1981-82 

18.4 

9.4 

13.4 

28,2 

17.8 

22.5 

1982-83 

17.2 

11.8 

14.3 

26.8 

216 

24 0 


Sourer. CSO. NAS. 
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juttment paths, rather than on demand 
or supply curves. 

The use of mdoel based criteria for 
classification may therefore be superior. It 
is interesting to note that when they use the 
probability of demand exceeding supply, 
derived from their r^ressions, as the method 
of classification, they obtain results that are 
closer to those presented above. This 
criterion is similar to the criterion (ii), 
although they obtain a conflict with their 
own msuntained hypothesis which is used to 
demarcate observations for the regressions. 

Ill 

Saving Conatrainl 

It has been well documented that the ratio 
of gross domestic savings (GDS) to gross 
domestic product (GDP) has never recovered 
its peak of 23.2 per cent in 1978-79. While 
growing dissaving by the public sector has 
been a major rea.son, there has been 
deceleration in the annual and ten-year mov¬ 
ing average rate of growth of household sav- 


Table 3: Gross Domestic Savings Ratios in 
New and Old Series 


>fe«r 

0) 

Gross Domestic Savings as a Per¬ 
centage of GDP at Market Prices 

Old Series 
(2) 

New Series 
(3) 

I98(F8I 

23.0 

21.2 

1981-82 

22.7 

21.1 

1982-83 

22.6 

19.5 

1983-84 

22.2 

19.8 

1984-85 

22.9 

19.5 

1985-86 

— 

22.0 

1986-87 

— 

21.7 


Souncr. Dible 6 I in S L Shetty [1990]. 


ings in the 80s compared to .the 70s for 
physical and financial assets, although there 
is an increase in the share of financial assets 
(see Ikbles 1 and 2). The 80s were a period- 
of higher rate of growth of output, lower in¬ 
flation and increasing share of non- 
agriculture and therefore should have shown 
greater acceleration. There are a number of 
interesting questions that arise, and are ad¬ 
dressed consecutively below. (1) Do the data 
show correct trends'' (2) What is the picture 
regarding intersectoral resource flows, iden¬ 
tified as a constraint in Section II? (3) What 
is the interaction between public sector sav¬ 
ings, investment, debt, household savings 
and overall growth? 

The Data. At.tiRECiATLs 

The rapid rise of Ihc savings ratio after 
the early 70s has been attacked as being a 
•statistical ariclact [Rakshit 1982]. The New 
Scries ol the (.’SO seems to have taken these 
strictures to heart. The estimates of GDP 
have risen and household savings in physical 
assets fallen. The almost 2 per cent di(- 
fcrcnce lor the years of the early 8()s (Table 
3). makes the rate of growth in the 7(K less 
impressive Howevci, Ihc revisions made in 
the New Series have not removed jgossible 
reasons foi underestimation of savings [see 
Raj Committee Report, 1982], having to do 
wi h the mcasuiement of physical sasings, 
and, as we shall see, base prob.ibis made 
them worse 

Lslimalcs of household physical savings 
are identnal to those ol household invest¬ 
ment in machinety, toiistruclion and slocks 
t.stimaies of gross domestic capital lorma- 
tion (GDCT ) 111 assets (machinery and con 
siiuction) for the Indian economy, al’llie ag 
gregate level, are built up by the tommodi- 


Table 4; Corrections to GDCF 


(At Current Prices) 


Years 

GDCF (By 

Error and 


Type of Asset) 

Omissions 



(CDS-GDCF) 

0) 

(2) 

(3) 

1970-71 

im 

202 

1971-72 

8546 

-560 

1972-73 

. 8723 

-5«3 

1973-74 

II329 

495 

1974-75 

14475 

1096 

1975-76 

16406 

- 1595 

1976-77 

17776 

1055 

1977-78 

19017 

-252 

1978-79 

23218 

1048 

1979-80 

26145 

867 

1980-81 

31016 

149 

1981-82 

41036 

-4968 

1982-83 

41704 

4697 

1983-84’ 

46074 

3119 

1984-85’ 

51653 

5213 

1985-86* 

66729 

-6812 

1986-87* 

71308 

- 7662 

1987-88* 

76140 

-4006 

1988-89* 

95380 

-1836 

Note: -E 

Provisional. 


Sourer. 
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Adjusted 

GDCF 

(2)-K3) 

(4) 

GDCF by 
Industry 
of Use 

(5) 

GDCDF by 
Industry of Use 
Minus GDCF" 
(5)-(4) 

(6) 

7177 

6676 

501 

7986 

7789 

-197 

8130 

8089 

- 41 

11824 

10879 

945 

13.179 

13767 

387 

14811 

16202 

1391 

16721 

16413 

-308 

18765 

17193 

- 1573 

24266 

22607 

1659 

25278 

25560 

282 

30867 

28357 

- 2510 

36068 

39734 

3666 

77007 

41860 

3853 

42955 

4482'! 

1868 

46440 

50609 

4169 

59917 

65258 

5341 

63646 

71118 

7472 

7.2134 

76067 

3933 

9;I544 

— 

— 


ty flow method. A parallel scries ol estimates 
are built by industry of use, using the expen¬ 
diture method £siimatcs ol stock are ob¬ 
tained only by industry of use. 1 he cstiinaics 
for the household sector (including 
unorganised manulaciuring) arc obtained 
residually, after deducting estimates for the 
public and the private corporate sectors, 
derived by the expenditure approach. Since 
ex-post savings musi equal investment, the 
estimates of savings are taken as the conirol- 
*ling total, so that we have- 
GDCF” = GDCF in assets + stocks + 
errors and omissions 
= GDS -L F 

where GDCF* is adjusted GDCF and F is 
net foreign inflows. GDCF*, in turn, is the 
controlling total lor the paiallel estimates of 
GDCF by industry of use. Table 4 column 
(3) shows that m the 80s, errors and omis¬ 
sions have been consistently negative and in- ' 
creasing Furthermore column (6) shows that 
estimates of GDCF by industry ol use have 
also always exceeded GDCF” in the 80s 
Random errors would have equal positive 
and negative signs. As the Kaj Cornmiltee 
sugge.sted there mav be systematic 
underestimation ol savings and using it as 
the contiolling total may not be lustified. 

I he weakest part ol the estimates ol 
GD(’F are those ol household sector fiDCI. 
These arc also the estimalcs of household 
secidi physical saving They rely on bench¬ 
mark estimates and pioporiions lor 
estimating the production ol goods, a part 
of which aie used tor capital formation In 
the NAS (New Series) these proportions have 
been updated on the basis ol AIDIS 
(19X1-82) curves and \SI (1978-79) instead 
of 1973-74. Thble 5, column (7) .shows large 
niereases m i.iaehmers and equipment in the 
New Series compaicd to the Old, but these 
may still be undeicslimales as the beneh- 
niarks aie not based on dal.i Irom the 8(),s, 
whieh S.1W I he most rapid growlh 

lable 5, eolunin (4) also shows some in¬ 
crease in coiistiuenoii 'due to change of 
method ol estimation relating lo basic 
niateiials and the enlarged coverage ol the 
‘kutcha’ construction in the private sector’ 

|C SO 1988] More interesting is the very 
huge increase in capital lormation lor the 
piivale coiporatc sector (colufnns (2) and 
(.')) I his increase is mainly due to the use 
ol revised esiimates ol paid up capital of 
jvmii slock eonipanies (compiled by the 
D( A, Deceniber 1987), by the RBI. Given 
ihe lesidual determination of household 
capital loiiiuition this shows up as large 
negative values in columns (3) and (6), and 
paitly aecouiiis lor the stagnation witne.ss- 
ed III the 80s in estimates of household 
physical assets What is happening ts that 
a more reliable pait based on more current 
data (private corporate capital lormation) 

IS being subtracted from a less reliable whole 
and making the residual suspect. Lven 
though GiDCF exceeds GDS -t I m every 
yeai, it may still be an iindere.stimate, 
especially given the informal accounts of a“ 
rapidly expanding unorganised modern in- 
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dustrial sector whose savings and investment 
are probably underestimated. 

The rates of growth of physical and Finan- 
cial savings show clear fluctuations with one 
increasing when the other decreases. This is 
specially marked in the 80s (Tables I and 2). 
Such regular yearly shifts from one to the 
other are unlikely and again suggest 
measurement errors. 

The Data: Sectoral Fujws 

Further, there are indications that savings 
and investment are flowing to more produc¬ 


tive and remunerative sectors, so that the 
constraint (iii) enumerated in Section il may 
have been relaxing in the 80s. Even if the ag¬ 
gregate savings ratio is stagnating, changes 
in intersectoral resource flows may allow 
continued high growth. 

The average annual rale of growth of 
gross fixed capital formation over the period 
1980-81 to 1987-88 (at constant 1980-81 
prices) for agriculture was -0.06 per cent, 
for real estate 2.37 per cent (see Table 6). 
Table 7 gives the equivalent growth rale ol 
gross capital formation in construction as 


Table 5: Gross Domestic Fixed Capital Formation by Sectors and Assets—New Series 

Minus Old Series 

(At Currnt Prices) (Rs crore) 


War 


Construction 


Machinery and Equii 

>tncnt 


Private 

Household 

Total 

Private 

Household 

Tqtal 


Corporate 

Sector 


Corporate 

Sector 



Sector 



S^or 



(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

1980-81 

130 

560 

634 

933 

-452 

433 

1981-82 

459 

995 

1059 

2627 

-2251 

613 

1982-83 

334 

86 

109 

2491 

-1904 

741 

1983-84 

459 

-955 

-688 

1398 

-1174 

-7 

1984-85 

806 

-1738 

-1378 

2067 

-1738 

397 

1985-86 

553 

-1259 

-474 

792 

- % 

1412 


SouKT. Derived from Annexure 11, Shetiy [1990]. 


Table 6: Gross Fixed Capital Formation GFCF in Agriculture and Real Estate 

(Rs crore) 


War 

GFCF in Agriculture 

GFCF in Real Estate 

Agriculture; 

Real Estate: 

(1) 

in 1980-81 
Prices 

(2) 

Rate of 
Growth 

(3) 

in 1980-81 
Prices 

(4) 

Rate of 
Growth 

(5) 

New Senes 
Minus Old 
Series 
(in Current 
prices) 

(6) 

New Senes 
Minus Old 
Senes 
(in Current 
prices) 

(7) 

1980-81 

4903 


3139 


-859 

-1024 

1981-82 

4798 

( - 2.0) 

3224 

(2.8) 

-520 

- 709 

1982-83 

4860 

(1.2) 

3296 

(2.1) 

-158 

-617 

1983-84 

4457 

(-8.2) 

3008 

(-8.7) 

-1362 

-l )80 

1984-85 

4790 

(7.4) 

3299 

(9.6) 

-1518 

1202 

1985-86 

4607 

(-3.8) 

3442 

(4.3) 

— 

— 

198647 

4724 

(2.5) 

3597 

(4.5) 

— 


1987-88 

4846 

(2.5) 

3670 

(2.0) 

— 

— 


Sourer. NAS, CSO, January 1987, 1990. 


0.129 per cent compared to 8.3 per cent for 
machinery and equipment. The negative rate 
of growth of capital formation by the 
households sector in construction (- 3.9 per 
cent) may indicate some underestimation as 
argued above. In particular, we see that the 
New Senes estimates for construction and 
machinery and equipment exceed the Old 
Series, on average (Table 7). Inadequate and 
antiquated data base for the unorganised 
sector suggests continued underestimation. 
However, the New Series, based on newer 
data arc unambiguously less than the Old 
Senes foi agriculture and real estate 
( fable 6). 

T his pieture is corroborated by NCAER 
sample survey and panel data for 1971-72 
and 1981-82 [reported in Bhatty and 
Vashistha 1990). They show that while finan¬ 
cial savings/houschold income have increas¬ 
ed Irom 4.4 to 2.97 per cent, physical sav¬ 
ings have lallen from 8 per cent to 7.28 per 
cent for I'aim households. This accompanies 
a decline in real investment in land, land im¬ 
provement and farm machinery by 70.9 per 
cent and an increase in noii-latni aclivitics 
bv 10 per cent. 1 hey suggest that the 
decrease m iinestmcni in land may be due 
to the acquisition ol land bv the urban sector 
tor non-agncitltural purposes Such tiansac- 
tions, if accompanied by an increase in 
fiiiaiicial savings would lead to a flow ol 
both physical and liiiancial resources to the 
iioii-agricultuial sector. 

Worry has been voiced over the decrease 
in mvestmeiil in agriculture [Shettv 19901. 
An RJfl study (1989) also finds evtdence of 
a sitght shtit ol rural household itivestineni 
to non-laini activities It is nccessarv to 
disttnguish between agncultuial savings and 
the allocation ol investment to agiicultuie 
A shtit to financial savings need not tmply 
a decline in allocation ol tnvestnietit to 
agiiculture Also as agricultural investment 
IS increasinglv composed ol nori-agnculliiral 
goods used in agriculture, an inciease in the 
allocation ol investment to agriculture, if it 
occurred, need not lead to a decrease in 
industrial sector growth The governrnciit in 
the 80s IcKik a conscious decision to em¬ 
phasise maintenance and increase the pio- 


(Ks ( run-] 

Year 

GCF in ('onsinieiion 

Iota! 


GC'I in Machinery .ind 

Total 


GCI III 

(i('l in 


(New Scries) 

In 1980 81 

Rale ol 

E quipmeni 

Household 

In 1980 81 


( oiisiiiiinon 

MavliiiKTr 


Household Sector 

I’lives 

Grow ill 

Sccloi 

Pi ices 

(irovvih 

loi I’livuie 

and 1 quip 


In 1980-81 

Rale ol 



In 1980-81 

Rale ol 



Sector New 

niciil New 


Prices 

(irouih 



Pr ices 

Giowili 



Sci u’N Old 

Series-Old 

(1) 

(2) 

(3) 

(4) 

(1) 

(6) 

(7) 

(8) 

(9) 

(10) 

(II) 

1980-81 

6241 


1.1649 


4801 


12627 


690 

281 

1981-82 

5592 

( 10 4) 

1.1869 

(1 6) 

.1932 

(-18 0) 

14210 

(12 1) 

1454 

176 

1982-83 

4636 

( 17.0) 

11(K)8 

( 6 2) 

2847 

(-27 6) 

16288 

(14 6) 

419 

587 

1983-84 

3911 

( 15 6) 

11.164 

( 14) 

4810 

( + 69.9) 

I70fi8 

(4.7) 

874 

611 

1984-85 

4105 

(4 9) 

12718 

(1 2) 

1954 

( 17.7) 

17958 

(5 2) 

9()(. 

1190 

1985-86 

4511 

(9.8) 

11711 

(7 til 

1893 

(15) 

18868 

(5 0) 



1986-87 

3283 

(- 27.2) 

11527 

( 1 1) 

4453 

(14.3) 

21244 

(12.5) 



1987-88 

4210 

(28.2) 

13700 

(1 2) 

5310 

(19,2) 

22015 

(16) 




Noles: Private sector for new series is calculated as- private sector household sector -f private corporate scctoi 
Source- CSO, NA.S, 1987, 1990. 
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Vmt 

Bombay Market 


Ri Per 10 |m 

Inaeaae Over 
Previoui War 

1970-71 

184.60 


1971-72. 

200.16 

8.6 

I97^73 

242.14 

21.0 

1973^74 

369.23 

52.4 

1974-75 

519.10 

40.5 

1975-76 

544.99 

4.5 

1976-77 

549.50 

0.0 

1977-71 

637.92 

16.0 

1971^ 

791.20 

24.0 

1979-M 

1158.00 

46.4 

191041 

1522.40 

31.5 

196142 

1719.17 

12.9 

196243 

1722.54 

0.0 

1963-84 

1858.47 

7.9 

196445 

1983.90 

6.7 

ld6S-86 

2125.50 

7.1 

198647 

2323.50 

9.3 

196746 

3082.00 

32.6 


Sourer. RBI Report. 

ductivity ol cxiMing assets. A decision to in¬ 
crease investment in agriculture could now 
be taken. An increase iitnon-farm activities 
has to accompany any further increase in 
farm labour produciivti> and is again 
evidence of expansion in an unorganised 
non-agricult ural sector 

Further, there ha.s been a steep decelera¬ 
tion in the rate ol increase of gold prices 
frop) 24.5 per cent per annum in the decade 
of the 70s to 10.9 per cent per annum m the 
first seven years of the SOs (see Table K) This 
suggests a fall in the demand loi gold (.told 
and real estate have been traditional nest' 
of black money 

The evidence mdicuics that m the SOs a 
dynamic growing industrial sector otlciing 
attractive returns ha.s been able to pull 
resources from other secloi 

Savings, dibi anij (ikovs m Dsn-wik s 

The jump in household savings coiiKiding 
with a balance of payments suiplus en¬ 
couraged the government to increasmgis rely 
on a policy of market borrowings to linaiicc 
increauscd public investment High jniblic in 
vestment was instrumental m shifting the 
economy to a dynamic growth paih ot 
higher output and lowci price increases in 
'terms of the model outlined in Section II 
Rising productivity of industry, combined 
with increased borrowing reguiremcnis led 
to innovations in financial markets and in 
creased inflow ol savings to the indnsln.il 
sector. 

However, increased fiscal indiscipline led 
to deficits on the resenue account as well 
India's public debt is widely leaied to be 
reaching unsustainable levels, with largci and 
larger deficits financed mcieasingly by hot 
rowings (hat in turn coniribiiie to futiiie 
deficits by expanding inicicst payments 
Combined with the ciisis in the balance ol 
payments the standard policy response is to 
deflate the economy, which would imply 


reducing investment. An important determi¬ 
nant of the ratio of debt to GDP is the rate 
of growth of GDP. Alesina (1988J examines 
historical experiences of reduction of high 
government debt and contrasts the case of 
the US with that of Britain after the second 
world war. In the former, high rates of 
growth made for a relatively painless lower¬ 
ing of the debt /GDP ratio, while the latter, 
which followed the ‘correct’ deflationary 
policies, suflered low growth and continued 
high debt/GDP ratio for more than a 
decade. In India in the mid-60s a reduction 
in public investment helped put the a'onomy 
into a decade long period of stagflation. 

In order to control the deficit, with 
minimum damage to growth, the policy 
ptescripiion should rather be to sell select 
public sector enterprises while maintaining 
high new public sectoi investment The 
analysis above implies that as long as growth 
and high reiiiriis prevail savings will flow in¬ 
to the industrial secloi and such a policy 
would be financed ' It is only it aggregate 
savings arc fixed that the liansaclions would 
net out, f-veniually Ir.gh growth may become 
sclf-sustaiiiuig but It IS yet loo new and 
Iragile to risk repealing the mistake ol the 
6()s Glhei measures should also he under¬ 
taken to impiove liscal discipline and the cl 
ficiency of allocalioii and mai kcl sti uctuie 
for example, the goveinmcnf should con¬ 
sider decreasing its tax inceiilivcs lo institu¬ 
tional and small savings as argued below. 

Forward looking. Iilc cycle ihcwies ol sav 
ing indicate that savings will iiiciease with 
public debt only il the becinesi motive'' is 


strong. This is likely to be so only for richei 
income groups. In India a preponderance ol 
low bequest motive middle class may have 
led to increased consumption as a conse¬ 
quence of the rise in public debt in the SOs. 
Further, in the initial periods of rising rcmii- 
tancK and higher growth, transitory savings 
are likely to be. large only until perinanem 
income esliinatcs get icvised upwards This 
may explain the stagnancy in the aggregate 
savings ratio, if it has occurred. 

Umpirically also, the issue is undecided. 
ITic US and t aiiad.i both have high public 
debt but while the savmgs 'GDP ratio has 
lecently been low lor the lormcr, it has been 
high (or the latter Tax policies have favoured 
consumption in the US and savings in 
Canada (see Cairoll and Summers 1987]. 
This points to the importance of allocative 
incentives 

The talc of iniciesi has ambiguous elfects 
on aggregate savings depending on the inter¬ 
temporal elasticity ol substitution of 
consumption a(c), ^ but it has important ef¬ 
fects on the allocation of savings. 

I he government's use of lax-excmption in¬ 
centives to increase its share of hou.sehold 
savings has a high budgetary cost and may 
not be incieasing aggregate savings available 
I hen liscjl concessions arc regressive, as 
they arc not available lo the lovsei income 
groups that p.iy no i.ixes V\ tide the con¬ 
sumption lax IS piclcrablc to the income tax 
lioin the viewpoint ol increasing aggiegatc 
savings and the capital stock, investment in¬ 
centives lead lo a highei steady state capital 


slock llian sav nigs incentives, riic latter i 


Appendix A 

Tabi.i AI: Equations of Short-Ron Model 
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Appendix A 

Table A2; Variables and Parameters of Short-Run Model 


Endogenous variables (equal (o the number of equations, 14) 
n short-run mark-up in the industrial sector 

K capital stock in the industrial sector 

y capacity output of the industrial sector 

d_ demand for industrial sector 

n 

output of the industrial sector 
y total output 

I(j public sector investment 

l|, ini«stment by the private sector 

I total investment 

Sq domestic savings 

Sf saving out of foreign inflows 

S total savings 

n total profits in the industrial sectoi 

price level of the industrial sector 
Exogenous variables 
W money wage rate 

p, price level of the agricultural sector 

Pi^ price level of intermediate imports 

p, price of intermediate inputs produced in the public sector 

r nominal rate of interest 

V output-capital ratio in the industrial sector 

investment in agricultiiie 
y, output of the agricultural sector 

G government consumption expenditure 

T government taxes 

F foreign inflows, F - F, -i Fj, in units of tndustrial product 

F^ imports in excess of industrial product exports 

F, foreign inflows to the public sector 

Fj foreign inflows to the private sector 

P d p^/dt ^ 

public sector savings 
Parameters 

a| direct labour requirements per unit of 

a^ agricultural raw materials pei unit of 

a,^ intermediate imports per unit of y^ 

a intermediate inputs (produced in the public sector^ per unit of y^ 

a^ capital per unit of y^ 

C|^ propensity to consume manufacturing goods out of agricultural income 

propensity to consume agricultural output of wage income in manufacturtng 
a direct and indirect labour requirements per unit of y^ 

iT fixed consumption of agricultural products by workers in manufacturing 

Cj propensity to consume out of Fj 

s , propensity to save out of profit income in the manufacturing sector 
g, public sector propensity to invest out of private sector savings 

gj the effect on 1^ of the rate of growth of agricultural prices, d 1^ 

6 p 

* O 

propensity to save out of agricultural incomes 
f a dummy variable effecting the public sector propensity to invest out of savings 

in the manufacturing sector 

j a parameter capturing the effect of aggregate demand in relation to capacity on 1^ 

i| private sector piopensity to invest out of profit income 

ij private sector propensity to invest out of F^ 


unable to discnniinutc jgauist old savings 
and, in-an overlapping gcnciaiions tiiodcl, 
redistribute income in favoui of the older 
generation that has alicadv made its savings 
(Auerbach and KollikoK I9S71. It mav he 
that much of the tax iiKemiscs lor savings 
are utilised by the reallocation ol existing oi 
old savings. 


Instead ol competing with the productive 
sevlois 111 terms vd .t hidden cost that effects 
the geneial budget, it is better to allow in- 
tcicst Idles to rise, and let ‘he more pioduc- 
iive public secioi institutions and depart¬ 
ments aitiact funds m the market. This 
would be possible if budgetary reform allow¬ 
ed the public sector to be le.ss dependent on 


market borrowings. Generalised savings sub¬ 
sidies should be replaced to some extent by 
investment subsidies. Fiigh growth and 
financial deepening would ensure rising sav¬ 
ings and their allocation in desirable direc¬ 
tions, while at the same lime attracting funds 
from external sectors High growth and pro¬ 
ductivity IS a precondition lor the inflow ol 
resources, including loteign direct 
investment 




(Conclusion 


It IS shown that, foi the Indian economy, 
a shorl-run dynamic demand constraint held 
lor the non-agriculiuial sector, but a longei- 
iiin supply or savings constiamt in the loim 
ol intersectoral resource Hows dampened in¬ 
vestment demand in the late 60s and early 
70s. The analysis is simplified to con¬ 
centrate on resource flows and investment, 
which effect both demand and supply Many 
important iiiniieiices on oulpiil and growth 
ate abstracted from, lor liavtib’'ily, and to 
concentrate on one major sir.ind 

Data for sav mgs show the aggregate sav¬ 
ings output ratio stagnating m the 80s 
but there aic reasons lo suspect that 
household savings have been 
undeiesiimaled Data also show increased 
savings How lo pioduclive seclois, so that 
the long-iuii supptv oi lesourcc consliaini 
TlAiv be qasqig as f.iiancial maikets develop 
High publfv sector investment from the 
late 70s helped to maintain favourable 
gtviwih dynamics, but inelticiency and ex¬ 
cessive reliance on boi rowing lo increase the 
public sector’s share ol resources, have led 
lo unsuslamable budget delicils. Innovative 
relorms, including sale ol public secloi 
cnieiprises and fi.scal changes, are required 
lo allow high new public sector inveMinent 
to be maintained The Imancial deepening 
that has occurred m.iv help make this possi¬ 
ble and eveiiuially growih may become self- 
siisiaming without the necessity ol majoi 
goveiiimcnl inicrvenlion 


INol«-.s 

|l ihaiik two aiionvnioiis rciciees lor helptiil 
coiiimenis, M.idhukai Nagare, who prepared 
some ol I Ik tables, and Remi Narula, for co 
vipcralive typing | 

1 .Sec, for esamplc, Nayyar |l97Kj, ( hakravarty 
11979), Rangarajan (19821 

2 Shetiy |I99()| raises this issue. Sen and Roy 
(19911 disagiee with some ot his conclusions. 

,1 Sec (loyal |I989) lor details. 

4 Agricultural prices and wages lespond to in 
creases in liquidilv caused laigcly by the 
government budget deficil In the reduced 
form model, for simphcily, both the former 
and money supply are exogenous. While this 
equilibrating mechanism is not explicitly 
modelled, its net real effect on invc.slmcnt is 
partly captured thrbugh shocks in the ex 
ogenous part e in the short-run and changes 
in the investment propensities in the 
long run. 
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Appendix B 

Exdoenous VariablCS and the Shoct-Run Constraints 


1b find out whidi oonstmint will hold in the thort-nin, we compute two values of demand 
as functions of tlw exotenous variables. The first. is the value of demand when d„ Y . 
and the second, d the value of demand when d^ Y and Y^ = Y . Thus vw have, 
(l-I, s(l-f) nj-i, n-wa (l-c,)-(l-s)n) a„=e;+e^+e^+g,s.e™(l-n)Y, 


where t\ 


.-j Y -c e, (l-n)+c„ Y, e, (I- n) 
- C + E, P. + F, 


+ 4 Ft 


*'s = G - F„ 


'2 F 


(B.I) 

(B.2) 

(B.3) 

(B.4) 

(B.5) 

c,(l II) (e,(l n) 

(B6) 


e, = P./<WaL + P. 4 P,m a,„ + P, + ra^) 
d n.-e'.+e'p + e', + g, *. e.d-n) Y^+g, *.(1 On Y 1 1 , nY 
+ w a Y (1 -c^) + (I - s) n Y 
From (B.I) and (B.6), we have. 

d ^ - Y *(l-g, s(l On j 1,0 wad c^) (1 s)ii) (d „ \l (U7) 

If d ^ Y , it would imply trom equation (B7) that Y and ilicrcloie it musi be 

that d|^ Y and (he short-run equilibrium is dcinaiid consiraiued 

Therefore the condition on the exogenous variables iliai deiermino ahetbei Ihc demand son 
straint will hold is, 

e'. e'p -f e’j-i-g, s^ e, (l-n) Y^-i-g, s(l-f) iiY 11 , 1 ^ set! n)ii.,„Y e, (I n| 


■r wa (l-c ) Y +6 s) iiY 


(B8) 


The inequality would be reversed in case ihe supply eonsiiaiiii is 10 hold I his Londiiion im 
plies that exogenous demand somponenis plus induced demand ai full capaciis outpui must 
be less (more) than full capacity outpui for the demand (suppK) sonsiiaini to hold l ived or 
exogenous prices and wages in the short-run imply that 11 is given 

It is possible to simplify (B8) by writing n in iciins of savings .m.l iiivesimem 
substituting, 

+ *2 P. F| + «l ‘■a 


e, = Sj + f s^ c, (I n) Y__ 


Y =WaY +nY 

Y^ e^(l-n) = c^ w a Y +c e^(l n)-t 


s e (I n) V 


(where is exports of agricultural products) 
in equation (B.8) yields, after some manipulations, 

(s-i g.s(l OnY 


(U4) 

(H 1(1) 

(B 1!) 
(BI2) 

(B8) 


5 In Goyal 11989) it is shown that a sii id liiicai 
import constraint has ncvci icsindcd oin 
put in the Indian econoinv. and Ihc icsoiiivc 
augmenting etied ol toieigii iiilloivs li.is 
been more imporiani 1 hciclorc the li.ilanvc 
of payment consiraini docs not icquiiv .i 
domestic dellalion and high growth and pro 
duclivity would automatically mcrcasi cs 
ports and attract direct foreign mvesimcnis 

6 If the bequest motive is siiong the laves on 
future generations required to finance liigli 
current public debt would be offset by higlici 
savings to be passed on as bequests 

7 Only if o(c) > 1, docs rise m the talc ol in 
lerest lead to a postponement ol consiimp 
lion, because of a fall in the price ol lutiirc 
consumption, and Ihcrelorc a rise in sav ingv 
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Limitations of Military Technology 

Naval Warfare on the West Coast, 1650-1800 

Anirudh Deshpande 

The problematic of 'military revolution’ opens the possibility of inquiring further into questions of historical 
needs of societies and the mentalities of the peoples involved in warfare. This essay examines the concept of ‘military 
revolution’ and tests its validity with respect to certain aspects of early modem Indian military history. It is argued 
here that the role of military technology in the military-naval history of the western coast of India, specifically 
in the I8lh century, requires reappraisal. The author contends that the role of military technology in history can 
be fruitfully defined only in relation to interactive factors like geography and politics conditioning the environ¬ 
ment of early modern warfare. 


THIS foray is a preliminary examination of 
the concept ‘military revolution’ propounded 
by Geoffrey Parker in relation to modern 
European, and conversely colonial, hiatory. 
A study of the concept is followed by a test 
of its validity with respect to certain aspects 
of early modern Indian military history. Our 
conclusions of the matter lead to a reap- 
. praisal of the role of military technology in 
the military-naval history of the western 
coast of India specifically in the 18th cen¬ 
tury. Our contention is that the role of 
military technology in history can only be 
fruitfully defined in relation to interactive 
factors like geography and politics condi¬ 
tioning the environment of early modern 
warfare. It is true that the problematic of 
‘military revolution' opens the possibility of 
researching further into questions of 
historical needs of societies and the men¬ 
talities of the peoples involved in warfam 
At the same time detailed military history 
and even salted narratives do enrich social 
history immensely.' 

Let us first define the term ‘military 
revolution' The concept was named and 
examined first by Michael Roberts in I9SS. 
In-between IS60 and 1660 he singled out 
four changes in the European art of war as 
crucial. First came a revolutionary change 
in tactics with emergence of massed archers 
and organised musketry. Secondly the army 
si/e in most states grew markedly. Thirdly 
more complex and ambitious strategies were 
evolved to bring these armies into action. 
Finally these factors in combination had an 
important impact on society Soon aftei tl'is. 
in 1956 Sir George Clark praised the con¬ 
cept in his Wiles Lectures at Belfast help¬ 
ing it become a new orthodoxy in military 
history well up to the 1970s. Since then 
however historians have broadened the con¬ 
notations of the concept by stressing the 
dialectic of the modern state and the evolu¬ 
tion of military technology. In short 
‘military revolution' now appears allied to 
certain significant developments in Euro¬ 
pean history such as the formation of the 
modern nation state, the industrial revolu¬ 
tion and the age ol expansion and 
reconnaissance.' 


Interestingly enough the thesis of ‘military 
revolution’ refers to the period before 1800 
despite the several limitations experienced by 
warfare in it. Among several aspects of this 
concept in early modern Europe were the 
qualitative and quantitative improvements 
in artillery, consequent changes in the design 
of forts, the increasing dependence on 
firepower in actual battle and the rising im¬ 
portance of the infantry. At the same time, 
however, limitations, accepted by Parker, 
arose. Since artillery develo^ent was coter¬ 
minous with improved fortification, siege 
and attrition evolved, making stalemate 
common; “Most wars fought in Europe 
before the French revolution were not 
tnought to an end by a strategy of atermina- 
tkm, but through a strategy of attrition, via 
the patient accumulation of minor victories 
and the slow erosion of the enemy’s 
economic base!’’ In India too decisive 
British engagements were fought against the 
Mysoreans, Marathas and the Sikhs only m 
the late 18th and early 19th century 
Similarly on the Konkan coast before the late 
18th century, attrition was more important 
than outright victory 

The ’military revolution’ ol the 16th and 
I7ih centuries in Europe involving develop¬ 
ments in military technology raised the costs 
of war tremendously meaning that mercan¬ 
tilism and the growing nation state had new 
challenges to answer. Most commanders 
preferred attrition to assault, for defensive 
technology aided by long range heavy can¬ 
non became a potent factor creating a stasis 
in warfare. Contracting tn recruitment and 
supply remained and matters of war were 
generally decentralised in nature. Similarly 
standardisation in uniforms and armament 
were desired but rarely achieved in practice. 
Europe still had to go a long way before at¬ 
taining standing armies and an all-round 
proficiency in military affairs. Indeed'the 
early ‘military revolution' made the state and 
economy preponderant in military history.^ 

During mercantile expansion when land 
war usually produced stalemates states often 
turned to naval power in search of decisions. 
Parker contends that failures on land 
deflected national strategy in Europe 


towards the sea. How-ever it can be added 
that as sea borne trade grew after 1500 naval 
power became a prerequisite of successful 
maritime trade and brigandage. It can be 
argued with equal historiographical force 
that in a period marked by uncertain treaties, 
frequem piracy and state-sponsored mercan 
iilism naval power emanated more from 
broader historical needs and the geo¬ 
graphical placement of the Atlantic nation 
states. In the I6ih century, as lUdor ship¬ 
building atiempis show, it had become clear 
that England or Holland could overcome the 
far-Hung .Spanish empire primarily through 
naval strength. In fact the arena of forcing 
decisions had itself changed. 

What possibly could sea-power have 
meant in the age of sail? In early modern 
Europe no one equated sea-power with an 
unhindered mastery over international 
waters. It is well known that early trading 
companies were formed primarily to trade 
and not conquer. Their officials appreciated 
naval support without conceiving naval 
mastery over opponents. Most early modern 
European states were economically in¬ 
capable of exercising an overwhelming naval 
supremacy on the high seas. Nonetheless the 
era between the great discoveries of the 1490s 
and the 1840s when the Royal Navy was at 
Its dominating best is often called the golden 
age of sea-power' The impicrialistic eulogy 
of European and latei British s^a-power, 
reflected most significantly in the works of 
Alfred Mahan, evolved in the late 19th cen¬ 
tury. Later several authors revised the notion 
of sea-power pointing out the limitations 
inherent in Mahan’s work which nonetheless 
displayed good strategic insight. Moving 
decisively away from “salt water narrative" 
Graham, a noted scholar of sea-power, 
asserts that in the, “eighteenth and nine¬ 
teenth centuries sea power was probably 
most influential when it was least con¬ 
spicuous .. Even in time of peace it 
functioned as a powerful instrument of 
diplomatic action and compulsion!"^ 
Students of sea-power now take a sober look 
at the immensely complex historical process 
which finally resulted in the naval domina¬ 
tion of the east by the west. The navigational 
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talent of medieval Asians have been 
recognised and appreciated. Historians for 
long have conceded that maritime trade in 
these regions much before the Europeans ap¬ 
peared was highly international.^ 

Between ISOO and 1800 the process of 
European naval warfare on open seas was 
marked by two important developments. 
First a change in naval tactics became possi¬ 
ble with the mounting of guns in the centre 
of ships. Secondly with the help of naval 
superiority European powers successfully 
dominated international waters. This was a 
’great irony’ for firearms were originally used 
at sea by the Chinese who slopped doing so 
from about ISSO onwards, in fact as early 
as IS22 the Ming navy deploying artillery 
defeated a Portuguese flotilla off TUnmen 
delivering the captured Europeans to execu¬ 
tion.* The Europeans took to sea-borne 
artillery from the 14th century onwards. The 
early advance of firearms on sea was slow 
and throughout the I.^th century ships 
tended to carry mostly anti-personnel pieces 
and light breech loaders The galley permit 
ted guns either in the stern or stem but the 
change came with the Venetian galcass, a 
sail-cum-oar ship, fifty metres long by nine, 
carrying heavy guns ai both ends and anti¬ 
personnel pieces along the sides At iepanto 
in 1571 this design was vindicated against 
the Turks 

What really transformed naval warfare 
between 1450 and 1650 was the gradual 
evolution of the heavily armed sailing ship. 
During these years experiments with sail 
plans and designs affording reductions in 
crew gathered momentum. First, as the 
galleys proved, exireriitients were made with 
light guns of about tour pounder size. Alte' 
1,500 heavy muzzle loading artillery pieces 
were mounted in the sides of the ships in 
specially designed gun ports and by I58K 
England came to possess a navy with heavy 
guns. In Tudoi shipbuilding drives ships 
weighing easily over 500 hundred tons and 
carrying more than 50 guns were purpose 
built. These ships made of several layers ot 
reinforced planks could withstand rough 
weather and heavy punishment and with 
refits could last as long as 70 to 100 years. 
This capital gunship was slow and required 
large crew but it brought into battle heavy 
artillery with devastating effect. Improve¬ 
ments in gun carriage designs, made to deal 
with recoil efficiently, aided this process and 
here the Atlantic powers proved resourceful. 
The 40 gun, 300 ton galleon frigate, an ace 
from the point of view of satisfying most 
of the needs of naval warfare, was perfected 
by the Dutch. For general purposes and 
especially commerce raiding, as the French 
were to prove later, the frigate was ideal. 
Combining speed, range, firepower and 
mobility the frigates in the 17th century 
became the ships of the line and played a 
crucial role in the “savage and prolonged 
naval rivalry” among the Atlantic states bet¬ 
ween 1588 and 1700.'" 

It is well known that muskets and cannon, 
played an impressive role in the Spanish 


conquest of America because the Aneriesn 
Indians were virtually defenceless against 
such means of waging exterminatory wars. 
Europe could however gain an oceanic 
hegemony only after subduing the better 
armed Asian kingdoms in the 19th century. 
The territorial conquest of India was signally 
important for the final European supremacy 
in the east. Before the conquest of India in 
the 19th century the ’military revolution’ was 
tested to its full on sea as well as land. Since 
most of India was free of British control 
before 1800 the problems raised by the ap¬ 
plicability of concepts like the ’military 
revolution' to Indian history appear rather 
complex. On sea too, matters were never as 
simple as they appeared in America and 
Graham even contends that during the col¬ 
onial domination of eastern waters the Royal 
Navy was never strong enough to ensure vic¬ 
tory in any major battle without substantial 
support from outside." Indeed overen- 
ihusiasm for sea power has often led to a 
pre-dating ol Briiish naval supremacy in 
Indian waicis 

.SPKimns Ol iNiJiAN HisroRS 

While important technological changes 
were sweeping over European maritime 
histoiy some easterners were not sitting idle. 
In the I7ih ccniuiy the Egyptians in a bid 
for naval po»ei under the Ottomans tried 
in vain to resist the Europeans, in the latter 
half of that century the Omanis rose to fame 
and in 1698 ousted the Portuguese from 
Mombasa. In India too the Maratha navy 
i*as first formed and then expanded and on 
the Malabar coast the so-called Malabar 
pirates became active The greatest challenge 
to rising European hegemony, according to 
I’arker who dismisses Indian naval resistance 
by mentioning the Malabar pirates, came 
Irom the Chinese (.aptain Cheng Cheng- 
kung bettci known as Coxinga who in 
mid-17th century cut deep inroads into the 
Dutch monopoly from Fukien By 1655 he 
had about 2,000 warships and 1,00,000 
troops. Foitunaiely for the Europeans he 
died aged 37 in 1662 leaving behind a son 
who continued resistance for another 20 
years before finally being defeated by a 
Ching-Dutch alliance. This, according to 
Parker, established an equilibrium in Asian 
waters which lasted well into the 19th 
century. 

In India, following the Portuguese exam¬ 
ple, the English East India Company 
(hereafter Company) created a small navy 
to protect its trade. By 1615 this navy had 
become a permanent force of some 10 
gurabs and galbats (local sail-cum-oar 
vessels convenient for coastal navigation) 
cnploying la.scar crew and mounting some 
guns. It was m the latter half of the 17th cen- 
tu'y that the Company began to register a 
serious naval presence in the Arabian sea. 
A variety of factors was responsible for this 
including the acquisition of Bombay in 1665. 
The Company directors had been dwelling 
upon the strategic importance of Bombay 


from 1654 onwards although it it difTicuh 
to say why the Portuguese, with shipyards 
in Bassein, did not develop the supnttly 
sheltered Bombay harbour into a maritime 
base. The Company lost no time in utilis¬ 
ing the services offered by Bombay and 
initially technical expertise was imported 
from England. In 1669, for the purpose of 
convoying trade, work was begun on three 
small armed vessels at Bombay. The grow¬ 
ing Maratha navy and Shivaji’s sack of Surat 
in 1664 also underpinned these early efforts. 
Soon Warwick Pett of the celebrated Pett 
family of Dept ford was appointed the Com¬ 
pany’s shipbuilder and orders were placed 
for necessary equipment in England. In 1670 
orders were passed for the construction of 
two bngantines. At this stage naval construc¬ 
tion was aimed at building smaller and fast 
sailing vessels mounted with light guns to 
defend trade against local navies generally 
deficient in artillery.” 

The measures taken during the late 17th 
century seemed to have enhanced English 
confidence on the western coast. By 1716 the 
Bombay Marine, as the Company navy was 
officially called, comprised a ship mounting 
32 guns, four gurabs having 20 to 28 guns 
and 20 smaller gurabs and galbats carrying 
between five to 12 pieces each. This ’grab 
service* however gave the Company enough 
courage to attack in vain some Angre 
strongholds in 1717. In 1722, to keep the 
pressure on an Anglo-Portuguese alliance it 
also tried to besiege Alibagm an important 
Angre fort. '■* European naval presence on 
the western coast in this period was largely 
confined to the Company navies. 

In the early 18th century the Company 
began to employ Parsi shipwrights regtdarly 
in Bombay and soon realised that the forests 
near Bombay were rich in valuable timber 
and native artisans proficient in ship¬ 
building. I'hc Bombay dockyard thus 
established functioned well into the second 
half of the I9ih century. Dominated by the 
famous Wadia families it produced reputed 
ships, some of them being capital gunships 
lor the Royal Navy. The professional abilities 
of the Bombay dockyard were acknowledged 
by, the chief engineer of the dockyard, 
Cursetjee, before the Parliamentary Meet 
Committee in 1853.’' But all this did not 
mean that the Marine had become a profes¬ 
sional navy. Its officers were usually factory 
clerks performing military duty in search of 
prize and crew composed of Europeans and 
lascars were generally drunk on the spirits 
sold to them at a profit by their officers. 
Drunkenness was so common and detrimen¬ 
tal to the health of men and navy alike that 
in the 1730s express orders were passed 
restraining the officers from selling liquor 
to the sailors. Similarly to enhance efficiency 
several incentives for the European sailors 
were announced including pension for 
widows and compensation for disability.'* 

The Company was only one of the several 
powers trying to dominate the Arabian sea 
during the 17th and the 18th century. In this 
period organised piracy was endemic in this 
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region and exposed the limits of naval 
technology possessed by the Marine. The 
Malabar, Cambay and tiK I^rsian Gulf were 
natural bases of naval bands preying on 
unarmed and armed merchant-men. In the 
middle of the 17th century the elusive 
Sindanians were active on the (datively lesser 
known coast between Surat and the ^rsian 
Gulf. The Sidis of Janjira posed a constant 
threat near Bombay.Spread out on the 
Konkan coast from the 1680s were the 
formidable Angre strongholds. Maritime 
brigandage was fuelled further by constant 
political rivalries which distracted indispen¬ 
sable naval strength. So when the tripartite 
rivalry b^ween the Sidis, Company and the 
Marathas escalated on the Konkan coast 
freebooters became bold enough to attack 
large ships off the Malabar." The stalemate 
in naval power was complemented by 
geography. On the western coast of India the 
sailing season began after the monsoon but 
local navies within superior knowledge of 
local navigation could easily register some 
naval presence on the familiar coast even 
during the rains. The local practice of haul¬ 
ing up smaller ships on shore or moving 
them inland through estuaries and smaller 
rivers and then oiling them against the 
monsoon also helped conserve native naval 
strength. Limitations on improvised 
technology were also imposed by the shoal- 
ridden shallows of the littoral. Often the 
Company’s success was thwarted by short¬ 
sighted policies. T ill the 1750s, for instance, 
lascars were discharged as soon as the mon¬ 
soon began. It was later found that many 
of these men joined enemies bringing to 
them trained manpower and knowledge of 
English po.sitions. The Company shed its 
miserly attitude fairly late and began 
employing lascars permanently and this 
meant additional outlays on housing and 
maintenance m the lean season '* 

Often a combination of local powers 
made the Company’s situation precarious. 
In 1689 the Sidi navy allied with a Mughal 
army blockaded Bombay pushing the 
desperate English into piracy. Everyday 
piracy in any case was concealed in the 
euphemism ‘to cruise’ Pri/e money and 
private trade were incentives enough for 
hungry seamen and greedy officers to in¬ 
dulge in piracy. 1 he drawbacks of available 
naval technology were apparent in the strug¬ 
gle against the high sea pirates. Towards the 
end of the I7th century large Arabic fleets 
employing pack tactics freely pillaged Diu 
and the Gujarat coast. Simultaneously well 
manned and heavily armed: European, 
‘rovers' appeared in the Indian Ocean. By 
I698 these 'rovers’ had become powerful 
enough to force various European com¬ 
panies to sink their differences temporari¬ 
ly. Heavy losses in Mughal shipping also 
prompted the Mughal authorities to force 
the Europeans into accepting joint respon¬ 
sibility for curbing piracy. The Marine and 
the Royal Navy were not immune to the lure. 
Towards the end of the I7th century the 
crews of 'Mocha’ and ‘Josiah’ murdered 


their officers and turned phwes and Captain 
Kidd commanding the ‘Adventurer’ with 32 
guns and 200 sailors, sent oiit from England 
to attack pirate strongholds in Madagascar, 
turned rover. “ 

The rise of high sea piracy hemmed in the 
Company’s ships and the almost helpless 
Marine from one side. At the same time on 
the coast the strength of the Maratha ad¬ 
miral Kanhoji Angie grew. Till the 1730s the 
Company waged a fierce struggle against the 
Angies in which early modern military 
technology was stretched severely on the 
western coast of India. Around 1700 English 
naval weaknesses also stemmed from two 
factors. First the Company was almost 
. totally dependent on England for supplies 
of navigational equipment and guns. 
Secondly the Royal Navy did not come to 
the Marine’s aid soon enough for only from 
1750s, -as the Anglo-French rivalry inten¬ 
sified, did the East Indies Squadron become 
a permanent feature of the British presence 
in and around India. 

Parker after mentioning the growth of the 
Maratha navy in the 1650s docs not follow 
its history.^' In 1690 Kanhoji Angre was ap- 
•pointed deputy commander of the Maratha 
navy which had 57 gurabs and 5,000 men 
at the time of Shivaji’s coronation in 1674. 
The guns to this navy were supplied by the 
Portuguese and gunners were chiefly Euro¬ 
pean deserters.^* Between 1690 and 1700 
when he became ‘surkhail’ of the Maratha 
navy Angre began'to trouble English ship¬ 
ping. His primary strength lay in his string 
of forts stretching south from Coiaba to 
Suvarnadurg. He also enjoyed the political 
and military support of the mainland. In the 
first decade of the I8th century we find him 
in control of the Konkan issuing ‘dasiaks’ 
on the lines of the ‘carta/'.^' 

The skirmishes beiween the Company and 
Angre dated from 1700 onwards for the 
growth of Angre power directly threatened 
the English who were busy consolidating 
their hold over Bombay. Generally Angre 
remained elusive. Since his navy comprising 
mainly gurabs lacking adequate firepower 
could not face the Company’s armed trading 
sKips away from the coast he usually avoided 
a direct line-to-line confrontation with the 
Company. The Angle navy operated between 
the coast and the open seas and when at¬ 
tacked resolutely slipped into shallower 
waters, often under the protection of guns 
mounted on coastal forts. Angre’s forts 
mounted heavy cannon manned by inter¬ 
national crew who were said to be regularly 
and well paid.^^ Angre however went 
beyond the strategy of sea-borne guerrilla 
warfare. Like Tipu Sultan, and later the 
Scindia in the 19th century, he tried his best 
to develop local military potential. Ship¬ 
building was encouraged in his domain and 
teak was sown in certain parts of the Western 
Ghats to overcome shortages of timber but 
Portuguese help always remained uncertain. 
In the production of crucial artillery the 
Angre strcngholds seemed to have been defi¬ 
cient. This was nothing new for during the 


18th century major formidable Indian 
powers like the Marathas and later the 
Mysoreans proved signally deficient in 
artillery.^' 

The Company launched its first serious 
expedition against Angre singling out 
Gheria, one of the strongest Angre forts, for 
attack in 1718. Almost complete intelligence 
about the place was convey^ to the English 
by a Portuguese defector but nonetheless the 
attempt failed. In November 1718 the Com¬ 
pany invested Khanderi with forces appear¬ 
ing overwhelming for the times comprising 
SO ships of all sizes, 2,000 sailors, hundreds 
of sepoys and English soldiers. The small 
Khanderi garrison held out beating back 
several inefficient English landings. The 
Company officers, apparently unaware of 
the lessons of the 'military revolution*, 
turned out to be amateur commanders. The 
Company forces were incapable of effecting 
a successful siege either through the use of 
artillery or trained manpower. Finally, dur¬ 
ing both these encounters, the bulk of the 
Angre navy preferred not to give battle and 
steered clear into shallow waters and the 
thick fun walls proved impervious to English 
artillery. For defensive, essentially holding 
operations, such locally derived tactics were 
appropriate but for the development of naval 
strength in the long term, despite the na¬ 
tionalistic projections of Malgacnkar, they 
held little promise. 

"I he frustrating failures of 1718 pushed the 
Company into a desperate and premature of¬ 
fensive in 1720 against Gheria. The failure 
of anillery against the Angre forts prompted 
the Company to use a secret weapon called 
the 'phram' in 1720. Actually the ‘phram’ 
was a floating platform mounted with 48 
pounders and the idea was to close in and 
shower devastation inside the fort from the 
sea without risking a costly landing. In the 
event however the 'phram' sank and wide¬ 
spread drunkenness prevailed in the ranks 
due to the supply of free rum to boost 
morale. Next year another desperate attack, 
involving an Anglo-Portuguese alliance with 
the support of the Royal Navy for the first 
time, was launched against Coiaba on sea 
as well as land. On land, at low tide, 6000 
infantrymen and 200 cavalry with 16 major 
artillery pieces were brought against Angre 
whereas from the sea 300 big guns from 10 
major ships incessantly shelled the fort. The 
alliance involved Europeans, African 
mercenaries, topasses, sepoys from Bombay, 
and even some Pathans. The coalition plan 
to storm the fort after heavy shelling from 
the sea failed because a column of Maratha 
cavalry under Pilaji Jadhav came to Angicfs 
aid and put to flight the European land 
forces. Later Baji Rao, a friend of Angre, 
realising the importance of Coiaba, ap¬ 
peared on the scene heading another strong 
Maratha contingent. Even the continuous 
cannonade from the sea in range as well as 
intended destruction was a total waste. 
Finally in December the expedition was 
abandoned and after considerable infighting 
had taken place between the English and the 
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Portuguese the European forces sailed for 
Bombay. 

Between 1718 and 1721 three major 
expeditions at substantial costs to the Com¬ 
pany’s council at Bombay had been launch¬ 
ed against Angre in vain. The intervention 
of the impressive artillery possessed by the 
Royal Navy in 1721 also failed to force the 
issue any further. Sigmricantly enough the 
unity of the Marathas also proved superior 
to the European coalition. It became clear 
that neither naval surprise nor superiority 
in artillery could result in a quick and 
decisive victory over Angre Furthermore 
Angre’s personal leadership and better in¬ 
telligence were important factors the English 
had to contend with. The fact that the 
Portuguese were uncertain allies on both 
sides too did not make matters easy. In the 
stalemate thus ensured Angre kept up a 
vigorous opposition till hi.s death in 1729 
li was not surprising that soon after that in 
1730 the Company tried, without success, to 
enlist the support of ihe Bhonsales ol 
Sawantwadi against the Angre strongholds 

During the 1730s, while steps were taken 
to make the Marine more efiective and more 
ships were added to it, the Company began 
to take alliance diplomacy more seriously “ 
In the early 1730s the Company first align¬ 
ed with the Sidis against Manajec, one of 
the sons of Angre. I hen in 1738 it sent 
C aptain Inchbird of the Marine to assist 
Manajec against his brother with money and 
stores 1 hesc diplomatic moves were accom¬ 
panied by the usual cruising missions against 
the navy of the opposing Angre taction. 
Mowcvci the Marine commanders often 
lacked sufficient knowledge of local naviga¬ 
tion and this allowed the smaller quarry to 
get away Thus on December 22, 1738 Com¬ 
modore Bagwell failed to destroy a hostile 
Angre fleet which escaped into the Rajapur 
river near Colaba They, “made off under 
his heavy broadsides, until he found himself 
with only four fathoms of water locked in 
by the rocks Ignorant of the navigation he 
was compelled to give the signal for 
reiurning 

Alliance diplomacy, more than the 
methods ol the ‘military revolution’ against 
the Angres finally began to pay. After 
Angre’s death his navy split between his sons 
Manajee and Tulajee. The latter refused to 
recognise the sii/erainiy of the Peshwa who 
then allied with the English in 1755 to inflict 
the first serious defeat on Ihe Angre 
strongholds. This time artillery seems to 
have played some part in demoralising the 
garrison in Suvarnadurg but the decisive 
factor was Ihe 10,000 strong Maratha siot- 
ming force. The final defeat of Tulajee came 
in 1756 when a combined force of the 
Marine, the Marathas and a well equipped 
squadron of the Royal Navy under Admiral 
Watson first bloekaded and then captured 
Gheria. This time military intelligence was 
belter and the Marathas proved to be 
indispensable allies. In February 1756, 
Gheria was taken after a five-day siege and 
the Angre fleet was burnt in the narbour. In 


fact {hiring the 18th and 19th centuries 
extensive boat burning was a feature of all 
successful anti-local or piratical expeditions 
launched by the British After Ihe elimina¬ 
tion of the Angres as a formidable force till 
Ihe end of the 18th century local naval for¬ 
mations posed only a minor threat to grow 
ing British poweriin the region.’* The pro¬ 
cess of attrition brought about by the 
peculiar balance ol geography and political 
economy, and not primarily technology, 
which set in during the late 17th century on 
the western coast ol India finally resulted 
in an Anglo-Maratha victory ovei Ihe 
Angres In the ultimate analysis the Angre 
strongholds, deprived ol political support 
from Ihe mainland, were isolated and the 
local navy berelt of ba.ses could not conserve 
itself. It IS also important to note that in this 
period the Angres. Maratha proteges lor 
long, failed to produce an ocean-going fleet 
capable of challenging the Europeans on (he 
high seas Similarly the Maiathas only hall 
heartedly looked at the sea for exp.insion 
It IS true that in the 18ih century the Euio- 
peans did acquire military superiority over 
the east sp'’cificall\ in terms ol artillerv, 
organised rnuskelry and the general deplos 
mem of firearms But to overesimMlc this 
in comparison with economic and political 
factors would be to incline Ic'wards coiicep 
tual fragmentation and an undesirable disag 
gregation m analysis After all as the 
Mysoreans under Haider Ali and later T ipii 
Sultan with French help dcinonsirated even 
Indian rulers could adopt modern methods 
ol warfare Later victoriscs over the 
Marathas at Assaye and I aswari were not 
easily won proving ihat even the stubborn 
Marathas were learning. Btiiish superiority 
in revenues and the rise of Ihe sepoy army 
were predicated upon Bengal .Similarly an 
assessment of the economic role of Bombay 
in naval warfare must be made belore the 
effects of the ‘military revolution’ on naval 
history in the Arabian Sea are talked about 
Despite the technical expertise the British 
could marshal the coastal Arabs of the 
Persian Gulf could only be pacified m 
1819-20 after repeated costly attempts had 
been madeFrom the 17th century 
onwards the maritime Arabs had made 
skilful use of topographical support, light 
fast moving vessels like the dhows and pack 
tactics to keep British control at bay. No 
doubt the British victory in 1820, made 
possible largely due to the men, money and 
materials ol the Bombay Presidency, was 
followed by extensive boat burning 
By 1800 the process ol attrition was com¬ 
ing to an end with the resources of Bengal, 
Bombay and later the Punjab generally 
deciding the outcome of 19th century war¬ 
fare in India It is true that in the 19th cen¬ 
tury with the development of steam, the 
railw'ays and later the rapid firing guns 
European nations acquired a long-term 
characteristic superiority over the east but 
even then, as the Afghan experience from 
1839 ;o 1919 and the Mutiny of 1857 proved, 
superiority alone or even in combination 


with impressive economic resources was 
always qualified by imperatives- of local 
histories. At least on the western coast of 
India in the 17th and much of I8(h century, 
factors like geography, politics, local tactics 
and fort'design as well as revenues seemed 
to have conditioned the experience of war¬ 
fare more than the technologies associated 
with the ‘military revolution’. 
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forces and the impact of total war on Euro¬ 
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Bond, War and Soi lely in Europe, 
1870-1970, Fontana. 1984. 

3 Parker, op cil, pp 24-43. 

4 Best, War and Society in Revolulionary 
Europe and Bond. W4rr and Society in 
Europe, tell us that professional standing 
armies with academies and a trained officer 
corps were created in someEuropean states 
not before the late 18th century. 

5 See Parker, op cit, pp 82-114, for an assess¬ 
ment of European victory at sea Statistical¬ 
ly detailed information regarding naval 
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Kennedy, op cit, passim and pp l(X)-39. 
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^upnmacy; Sitidm in British Maritime 
Ascendancy, Cambridge, I96S, p 1. The 
influence of Mahan, for example, can be 
teen in old tiyle naval history such as 
G Callender and F H Hinsley, The Naval 
Side of British History l48S-t94S, London. 
1952. 

7 Graham, ibid, p 3) points out that the 
Gujarati pilot of Da Gama’s ship Ahmad 
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8 Parker, op cit, p 83. 

9 For details see Trevor-Roper, op cii, and 
Parker, op cii, pp 86-89. 

10 nirker, ibid, p 103. 

11 Graham, op cit, p 27 

12 Parker, op cit, p 114. 
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struggles is based on the following sources: 
Materials towards a Statistical Account oj 
the Town and Island of Bombay, Vo! 
3—Administration. Bombay 1894, 
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cil from the 1680s to the 1780s. Gazetteer 
of Bombay City and Island. Vol 2, Bombay, 
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Vols I and 2, London, 1877, reprinted New 
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early l6(X)s to 1863.) James Douglas, 
Bombay and Western India: A Series of 
Stray Papers, Vol I, first published 1893, 
reprinted New Delhi, 1985. Historically 
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trayed in the Gazetteer of the Bombay 
Presidency, Vol 2, Bombay, 1877. For fur¬ 
ther reference see the Cambridge Economic 
History of India, Vol I, 1200-1700, 
pp 393-419. Orient Longman, 1984. Com¬ 
pany records of the time continuously refer¬ 
red to the Mfrathas and pirates active on 
the Konkan coast as Shivajees. 

14 History of the Indian Navy, Vol I, p 90. 
Gazetteer of Bombay City and Island, 
pp 275-76. 

15 Reports from Select Committees on the 
Affairs of the East India Company hirsi 
Report from the Select Committee on 
Indian Territories with Minutes of Evidence 
and Appendix. 1852-53, Shanon, 1970, 
pp 86-90. 

16 Materials Towards a Statist teal Account of 
the Town and Island of Bombay, consulta¬ 
tions on Marine matters. Despite all this pay 
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Attempts were often made to regain costly 
European drafts who were adept at handl¬ 
ing artillery. Such measures often failed for 
fugitives easily found employment at higher 
rates with native powers. Rough terrain, 
thick forests and tlw pursuers' ignorance of 
local topography helped the deserters too 
Marine surveying begtui only in the late I8ih 
century and became intensified and ‘scien¬ 
tific’ only in the 19th. 

17 O R Banaji, Bombay and the Sidis, 
Bombay, 1932 besides being an excellent 
monograph on the apparently enigmatic 
Sidis is an example of superb Indian 
scholarship in late colonial India. 

18 Low, op dt, Vol 1, p 71; In early 1683 a large 


ship the 'President' was attadted by Ard» 
manning two ships and four gurabs. The 
latter were destroyed by the ‘President* 
which took the Muscat Arab prisoners who 
stated that they had been hired by Sambha- 
jee to prey on the English. Sambhajee 
however denied any involvement in the 
affair. 

19 Herbert Richmond, The Navy in India, 
London, 1931, p 382. In fact throughout the 
18th century steps were taken to counter 
desenion. According to the Gazetteer of the 
Bombay City and Island, p 275 in 1724 an 
order was passed holding the pay of all 
seamen two months in arrears. In 1754 the 
Mutiny Act was applied to the Marine, for, 
in 1748 a mutiny had occurred on the 
’Elombay' due to economic problems and 
the crew’s homesickness. From the 
Materials towards a Statistical Account, 
pp 203-52, we know that between the 1690s 
and the 1780s the authorities in Bombay 
were preoccupied with desertion. In fact it 
was only in 1779-80 that the Board of Direc¬ 
tors resolved to construct proper rooms for 
English sailors in Bombay. 

20 For details of piracy see Low, op cit, Vol I, 
pp 80-81, Gazetteer of Bombay City and 
Island, p 274.1 here is noth ing in A (T Roy, 
A History of Mughal Navy and Naval War¬ 
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21 Parker, op cit, p 112. 
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on Manohar Malgonkar, Kanhoji Angre, 
Maratha Admiral: An Account of his Life 
and His Battles with the English, Bombay, 
1959. 

23 Soon the C'ompany's Council in Bombay 
was deeply concerned about Angria the 
pirate. For details, see the following 
Materials Towards a Statistical Account, 


p306. Gttetutr ttf Bombay CUy and 
Akmd, 19 278-80. For • brief htaory of the 
Angre famUy toe MMiarashin Stale Gazet¬ 
teers, KoUtba DistHa, 1st edition 1883,2nd 
edition 1964, pp 57-129. 

24 Malgonkar, op cit, p 100. Acconding to his 
biographer Angre had perfected the taetkat 
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with superior forces. 

25 For a critical appraisal of Maratha military 
weaknesses and Tipu’s artillery, sec Satish 
Chandra, The 18th Century in India: Its 
Economy and the Role of the Marathas, 
Jats, Sikhs and the Afghans, Cairatia. 1986. 
Also see f^rker, op cit, chapter 4. 

26 Materials towards a Statistical Account, 
pp 206-07. 

27 Low, op cit, Vol I, p 107. 

28 Materials towards a Statistical Account, 
p 221 Low, op cit, Vol I. pp 133-34. Gazet¬ 
teer oj the Bombay City and Island, 
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Bombay and Western India, pp 110-25. 
Douglas also wrote: “Our readers would not 
thank us for a history of Kanhoji Angria’s 
exploits Each of the three great European 
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best” 

29 Admiral Hughes, commander of the East 
Indies Squadron of the Royal Navy, thought 
Bombay to be indispensable to British suc¬ 
cess against the French; Admiral Hughes to 
the Governor and Select Committee of 
Bombay, May 13, 1784, India Office 
Records, Home-Misc, 174, cued in Appen¬ 
dix viii in Richmond, op cit. For details also 
sec Low. op cit, Vol 1, chapter 7. Gazetteer 
of Bombay City and Island, pp 285-86. 
Graham, Great Britain in the Indian Ocean: 
A Studv of Maritime Enterprise 1810-1850, 
Oxford. 1967. pp 237-55 
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Severely Indebted Low-Income Countries 

Mounting External Debt and Servicing Burden 

Nirapam Bajpai 

, Although the total external debt of severely indebted Itm-income countries is less than Mexico's alone, yet it 
represents, by many measures, a more severe burden to their economies than the severely indebted middle-income 
country debt represents to those economies. Collectively, the former's debt is 104 per cent of their GNP and 490 
per cent of their annual exports. This paper attempts to identify and analyse the problems of mounting external 
debt and servicing burden of these sub-Saharan African’Couhteitt' Also, inter alitt debt initiatives of the World 
Bank and the IMF have been critically examined. 

It is argued that orthodox ‘neo-classical’ or the 'monetarist' approach of the Bank and Fund supported adjust¬ 
ment programmes have achieved little by laying stress on ‘market-oriented reform’. In fact, as such programmes 
are implemented in the midst of macro-economic instability, they are likely to aggravate the problem and make 
it more difficult for the government to finance its deficit in a non-inflationary manner 


WITH regard to external indebtedness, the 
World Bank has classified low-income 
countries' (LICs) and the middle-income 
countries^ (MICs) into two analytical 
groups. These are called severely indebted 
and the moderately indebted group of coun¬ 
tries. The severely indebted low-income 
countries' (SILICs) and the severely 
indebted middle-income countries (SIMICs) 
are defined as countries in which three of 
the four key ratios are above critical levels. 
These ratios and their critical levels are debt 
to GNP (50 per cent), debt to exports of 
goods and all services (275 per cent), accrued 
debt service to exports (30 per cent), and 
accrued interest to exports (20 per cent). 
Similarly, the moderately indebted low- 
income countries (MILICs) and the 
moderately indebted middle-income coun¬ 
tries (MIMICs) are defined as countries in 
which three of the four key ratios fall in the 
following ranges: debt to GNP (30-50 per 
cent), debt to exports of goods and all 
services (165-275 per cent), accrued debt ser¬ 
vice to exports (18-30 per cent), and accrued 
interest to exports (12-20 per cent). Of the 
26 countries in the severely indebted low- 
income category 24 arc in sub-Saharan 
Africa (Table 1) The remaining two, vi/., 
Myanmar and Guyana are in south Asia and 
the Caribbean respectively. 

Majority of the studies relating to the 
international debt crisis focus their attention 
on the debt owed to commercial banks by 
middle-income countries, particulaily those 
in Latin America. Apart from the studies by 
Krumm [1985], Lancaster and Williamson 
[1986], the World Bank and International 
Monetary Fund (1987), relatively little atten¬ 
tion has been paid to the external debt of 
low-income countries, particularly those in 
sub-Saharan Africa. However, in the last 
couple of years, a number of studies have 
been done, including studies by Mistry 
[1988], the United Nations [1988], Weera 
singhe [1988], Stymne [1989], Humphreys 
and Underwood [1989], and Greene [1989' 
The much publicised debt crisis of the heav' 


ly indebted middle-income countries has 
relegated to the background the debt crisis 
affecting the low-income countries, pri¬ 
marily in sub-Saharan Africa. The foreign 
debt of the former totals about S 500 billion, 
of which about S 300 billion is owed to com¬ 
mercial banks. Whereas, in the lesser known 
crisis of the latter, total foreign debt is of 
the order of $ 100 billion, of which less than 
S 10 billion IS owed to commercial banks. 
Of the 26 countries listed in Ikble I, only 
Nigeria owes more to commercial banks 
than to official creditors. In fact, Nigeria is 
one of the highly indebted ‘Baker Plan’ 
countries '* Because the external liabilities 
of the SILICs are mainly loans from, or 
guaranteed by official creditors, and the 
international bank exposure being very less 
when compared to the SIMICs, the SILIC 
debt represents no threat to the intermitional 
financial system As a consequence, the debt 
crisis affecting the SILICs has received lit¬ 
tle serious attention Although the total 
external debt of SILICs is less than Mexico’s 
alone, their debt represents, by many 
measures, a more severe burden to their 
economies than the SIMIC debt represents 
to those economies. 

An attempt has been made in this paper 
to identify and analyse the problems of 
mounting external debt and servicing burden 
of the SILICs. Also, among others, debt 
initiatives of the World Bank and the IMF 
have been critically examined. The plan of 
ihe paper is as follows. Section I traces the 
origins of the debt problem affecting the 
SILICs, while Section II describes the struc¬ 
ture of the SILIC debt and compares them 
with other countries, primarily the SIMICs. 
In addition, debt service payments and ratio 
of both the SILICs and SIMICs are examin¬ 
ed alongwith net transfers to both the 
groups. Section III describes the debt 
rescheduling from bilateral and commercial 
bank creditors. Section IV examines the 
World Bank’s Special Facility for sub- 
Saharan Africa and the Special programme 
of Assistance in addition to the Fund’s 


Enhanced Structural Adjustment Facility. 
Other debt proposals are also discussed. 

Origins ot the Debt Problem 

The rise in Ihe world commodity prices, 
in real terms, for many of i he commodity 
exports (coffee, cocoa, groundnuts, sugar, 
tobacco, tea, bauxite and uranium) of 
SILICs in the mid- and Iate-i970s led to 
optimistic expectations that future export 
earnings would continue to rise at the same 
rate or perhaps even at a higher rate With 
a view to strengthen their economies, the 
SILICs raised their levels of foreign borrow¬ 
ing in order to undertake development pro¬ 
jects. While most of these projects were 
designed to improve domestic industry and 
infrastructure, little attention was paid to 
widen the export base and raise export pro¬ 
duction. The underlying assumption was 
that national economies would grow over 
time, and that rise in export revenues would 
suffice the requirements of debt service aris¬ 
ing from borrowings for undertaking 
developmental projects. This assumption is 
consistent with the results from growth-cum- 
debt models McDonald (1982). 

The two oil shocks in 1973-74 and 1979-80 
and the subsequent depression of non-oil' 
commodity markets seriously affected the 
economies of the SILICs. A perceptible rise 
in the total debt levels of these countries was 
seen from 1978 onwards. Besides, rise in the 
real interest rates in the 1980s also aggravated 
the problem for some of the countries. In 
fact, for countries, such as, Malawi and 
Zambia higher real interest rates increased 
debt levels by around !2 per cent during 
1979-83 (Krumm I98S]. Rise in the prices 
of a number of primary commodities soon 
after the first oil shock in 1973-74 fuelled 
optimistic expectttions in SILICs. However, 
before long, the commodity prices fell 
sharply adversely affeaing the SILICs. Most 
of the SILIC govertunents had substantially 
raised their public expenditure expetding 
higher revenues from commodity taxation 
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during the phase of high commodity prices 
but failed later to keep up those apenditure 
levels as prices suffer^ steep declines subse¬ 
quently. As a consequence, the SlLICs 
resorted to extensive borrowing abroad, 
primarily in the form of loans. Those coun¬ 
tries, for instance, Kenya, Liberia, Malawi, 
Niger and Zambia having access to commer¬ 
cial markets contracted large sums to main¬ 
tain expenditure levels. Some of these loans, 
of course, carried fixed interest rates, a 
significant proportion was denominated in 
floating rates or renegotiated at new and 
higher fixed rates. 

Following the second round of oil price 
increases in 1979, the trend toward rising 
SILIC debt burdens accelerated. Debt ser¬ 
vice obligations rose considerably during the 
first half of the 1980s, reflecting both the 
overhang of debt incurred during the 1970s 
and continued borrowing since then. In fact, 
debt service on long-term debt alone for the 
SlLICs in 1985 was S 6,110 million. By 1988, 
however, it dropped to $ 4,149 million,' 
primarily due to a number of debt relief 
measures undertaken by multilateral agen¬ 
cies. The strong world commodity prices and 
the consequent boom years of the late 1970s 
and the early 1980s did not accelerate 

Table I- Severeiv Inoebtid Iow-Inkimi 

CoDNIBIES. TmAl DfBI Skh k \NI) Ol HI 
StRVKT Ratio (1988) 


SI Country EDI* TIES/ 

No (Sniillioii) XfiS** 


I Benin, People’s' 


Republic of 

1.055 

23 9 

2 Burundi 

793 

47 8 

3 Comoros 

199 

29 4 

4 Equatorial Guinea 

200 

35.0 

5 Ghana 

3,099 

62.8 

6 Guinea 

2,563 

23 6 

7 Guinea-Bissan 

423 

32 9 

8 Guyana 

1,647 

17 9 

9 Kenya 

5,888 

37 8 

10 Liberia 

1,632 

3 6 

II Madagascar 

3,602 

53 7 

12 Malawi 

I..349 

45 3 

13 Mali 

2,067 

20 1 

14 Mauritania 

2,076 

25 8 

IS Morambique 

4,406 

31 6 

16 Myanmar 

4,321 

34 9 

17 Niger 

1,742 

49 8 

18 Nigeria 

30,718 

29 3 

19 Sao Tome aiul 



Principe 

99- 

19 7 

20 Sierra Leone 

727 

28.8 

21 Somalia 

2,035 

6.8 

22 Sudan 

11,853 

15 7 

23 Tanrania 

4.729 

24.6 

24 Togo 

1.210 

26.8 

25 Zaire 

8,475 

15.9 

26 Zambia 

6,498 

14.2 


Notes: * Total debt stocks (EOT) includes, 
long-ierm debt, use of IMF credit and 
short-term debt. 

*• Total debt service to exports of goods 
and services (TDS/SCS) (including 
workers' remittances). 

Sourve: World Bank, World Debt Tables, 
1989-90, Volume 2. Country Ikbles. 


development. Instead, they led to unrealistic 
expectations, excessive borrowings abroad (a 
large sum being on commercial terms), and 
an unmanageable debt burden. These, then, 
were some of the factors responsible for the 
emergence of the debt crisis in the SlLICs. 

Debt structure and Debt service 

The debt stock of SlLICs excluding repur¬ 
chase obligations to the Fund has risen from 
S 58,836 million in 1984 to S 98,025 million 
in 1988 registering thereby an increase of 67 
per cent. However, the debt stocks are still 
higher if the debt on account of the Fund 
credit is also included. From S 63,180 million 
in 1984 they rose to S 1,03,480 million in 
1988 (Table 2) an increase of 64 per cent. The 
share of official creditors in the public and 
publicly guaranteed long-term debt of 
SlLICs was 72 per cent in 1988 and that of 
private creditors was 28 per cent. In absolute 
terms it was $ 61,747 million for the former 
and S 24,414 million for the latter. 

Bilateral credits account for 67 per cent 
of the official claims. These include private 
loans guaranteed by official export credit 
agencies (ECAs). Most of the SlLICs 
were unable to borrow' without external 
guarantees provided by ECAs. In case the 
SlLICs were not in a position to service the 
debt on these loans, the ECAs pick up the 
share of these claims that they guaranteed. 
There was almost a 100 per cent rise in the 
bilateral credits to SlLICs from 1984 to 1988. 
In absolute .terms they rose from $ 20,869 
million in 1984 to S 41,597 million in 1988. 
Similailv, cscludmg the share of commer¬ 
cial banks, the claims of other private 
creditors has risen sharply. From S 7,283 
million in 1984 such claims rose to S 14,520 
million in 1988, an increase of around 100 
per cent in a short period of four years. 

Collectively, the SILIC debt is 104 per cent 
of their CiNP and 490 per cent of their 
annual exports. Both GNP and exports 
registered 33.8 per cent and 15.4 per cent 
decrease respectively from 1984 to 1988. In 
absolute terms the former fell from 
$ 1,42,391 million in 1984 to S 94,138 million 
in 1988 and the latter from $ 23,702 million 
to $ 20,045 million over the same period. 

The total yearly long-term debt service of 
the SlLICs rose from being 85 per cent of 
disbursements in 1984 to 90 per cent in 1988. 
Although, in absolute terms, the debt ser¬ 
vice did not rise, there was a fall in the 
disbursement levels. Disbursements fell from 
S 6,258 million in 1984 to S 4,606.million in 
1988 (Table 3). In fact, in 1985 there was a 
negative net transfer to the tune of S 1,271 
million, i e, 26 per cent of the disbursement 
of that year. 

Debt service ratios varied significantly 
among the SilLICs in 1988, from a low of 
3.6 per cent for Liberia to 62.8 per cent for 
Ghana (Table I). For the group as a whole, 
the debt service ratio in 1988 was 25.3 per 
cent. Of the scheduled debt service for 1988, 
60 per cent was owed to official creditors, 
including the repurchase obligations to the 


Fund, and 40 per cent to private creditors. 
In absolute terms, the d^t service being 
$ 2,479 million and $ 1,669 million 
respectively. 

With regard to bilateral credit almost 91 
per cent of disbursements were absorbed as 
debt service in 1988 leaving a meagre 9 per 
cent as net transfers. Similarly, sinbe 19M, 
an increasing share of multi-lateral credit 
disbursements have been going in for ser¬ 
vicing the debt on that account. Debt service 
in the case of multilateral credit rose from 
being 40 per cent of disbursements in 1986 
to 50 per cent in 1988 (Ikble 3). Besides, 
legardihg private creditors, net transfen have 
been negative from 1984 through 1988. In 
fact, in 1988, the SILIC debt service to 
private creditors was of the order of S 1,373 
million as against a disbursement of S 400 
million leaving thereby a negative net 
transfer of $ 973 million. 

By 1988 the terms of trade for SlLICs 
were around 18 per cent below the level of 
1980. For countries, such as Burundi, Niger, 
Ghana and Togo there was substantial 
decline in their terms of trade (Tlible 4). In 
fact, for the group as a whole, the terms of 
trade have been declining from 1985 through 
1988. With diminished export earnings, and 
with import prices by 1987 significantly 
above 1980 levels, SlLICs found it increas¬ 
ingly difficult to service their debt while 
maintaming an acceptable volume of 
imports. 

By contrast, the share of official creditors 
in the public and publicly guaranteed long¬ 
term debt of SlMlCs was 34 per cent in 1988 
and that of private creditors was 66 per cent. 
In absolute terms it was $ 1,36,321 million 
for the former and $ 2,69,811 million foi the 
latter. Commercial banks account for 54 per 
cent of such debt in SlMlCs as against II 
per cent in SlLICs. Collectively, the SIMIC 
debt is 55 per cent of their GNP and 301 per 
cent of their annual exports. The total yearly 
net transfers (long-term debt) to SIMiCs has 
been negative from 1984 through 1988. In 
fact, the negative net transfers to SlMlCs 
rose from S 16,223 million in 1984 to 
S 26,526 million in 1988. While the dis¬ 
bursements to SlMlCs have averaged around 
$ 25,000 million during 1984-88, the debt 
service over the same period has averaged 
around S 45,000 million. 

Debt reschedulings 

As the debt servicing problems of the 
majority of SlLICs are chronic in nature, 
debt service payments have been rescheduled 
frequently. During the 1972-86 period, for 
insunce, II such countries rescheduled a 
total of 22 times at the Paris Club. By con¬ 
trast, over the same period, only one of the 
SlMlCs, natiKiy. Peru requited a Puis Club 
rescheduling. In fact, in lesponse to the acute 
problems of many of the SlLICs, the Puris 
Club expanded the sqope of its reschedul¬ 
ing agreements in the early 1980i to cover 
aid credits, as well commeicial ciecBtt. Also 
Paris Qub rescheduling agreements for 
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SILlCi have been mora comprehensive with 
lopect to the cateforks of debt affected and 
peicentaget of debt rescheduled than those 
accorded to other debtor countries. 

Since the onset of the debt crisis, the need 
for repeated reachedulmgs by SILICs has 
increased. During the 1980-88 period, for 
example, 21 such countries of sub-Sahiuan 
Africa rescheduled their debt with ofTicial 
and private creditors. These countries had 
88 agreements within the multilateral 
frameworks of the Puis and London Clubs, 
about 8S per ceiu of the total number of 
agreements. About three-fourths of these 
agreements were with the Paris Club, and, 
in total, during the eight years 198047, these 
reschedulings reduced scheduled debt service 
payments by S 10,000 million, equivalent to 


S7 per cent of the total debt service 
payments. 

At the Venice Summit in June 1987, it was 
agreed that consideration be given to the 
possibility of applying lower interest rates 
to the existing debt of the poorest countries 
which arc undertaking strong adjustment 
efforts, and agreement should be reached, 
apecially in the Paris Club on longer repay¬ 
ment and grace periods to ease the debt 
burden. Since then, several Paris Gub 
reschedulings have reflected the new ap¬ 
proach. Mozambique, Somalia, Guinea- 
Bissau, Niger and Malawi have received 
20-year maturities, including 10 years' grace 
as against IS-year maturities with six years’ 
grace for five sub-Saharan African countries 
that rescheduled during 1987-88. 


At the June 1988 Toronto Summit, the 
issue of concessional rescheduling was 
discussed. It was agreed that creditor gbvem- 
menti should be able to choose from a menu 
of rescheduling options, including partial 
debt write-offs, longer maturity periods and 
concessional interest rates. In October 1988, 
the Paris Club negotiated the first conces¬ 
sional rescheduling agreement with Mali. 
From October 1988 through June 1989, II 
other countries*^ have rescheduled at the 
Paris Club on Toronto terms. Including 
Mali, a total of S 3,000 million has been 
rescheduled on Toronto terms by these 
countries. 

Debt Initiatives 

The World Bank in 1985, under a scheme 
to assist the low-income countries in sub- 
Saharan Africa introduced the Special 
Facility for Africa (SFA). The scheme 
became operational with expected available 
resources—from direct contributions, as well 
as resources from special joint Financing- 
totalling around S 1,200 million. The SFA 
was designed to provide quick disbursing 
assistance to IDA—eligible countries in sub- 
Saharan Africa that had undertaken, or were 
committed to undertake, appropriate 
medium-term programmes of policy letorm. 
Disbursement under the SFA was primarily 
tied to the Bank's Structural Adjustment 
Loans (SALs) and the Sectoral Adjustment 
Loans (SECALs). In case disbursement was 
not tied to either of these, it was intended 
to help Finance rehabilitation projects with 
a major policy content. 

While countries, such as, Burundi, Cen¬ 
tral African Republic, Gambia, Ghana, 
Guinea, Mauritania, Malawi and Togo 
received funds under SALs, Guinea-Bissau, 
Kenya, Madagascar, Niger, Somalia, 
Ihnzania and Zambia received funds under 
SECALs. According to the Bank, the objec¬ 
tive of its adjustment programme is to pro¬ 
vide quick disbursing finance in order to 
strengthen recipient countries’ balance of 
payments within Five to 10 years without 
severely constraining demand in a manner 
that unnecessarily sets back economic and 
social development. During the Fiscal year 
1986, Special Facility Operations totalling 
S 782 million, were approved in IS countries. 
Whereas, disbursements under SFA, 
including S 17.4 million in disbursements 
from special joint Financing, amounted to 
S 119.1 million only during the year. 
However, in 1987 disbursements rose to S 400 
million. Economic conditions in SILICs 
continued to deteriorate during the 
mid-1980s despite debt relief from donor 
countries and international organisations, in 
response to this situation, the Fund 
established the Structural Adjustment Facili¬ 
ty (SAF) in March 1986. The objective of 
SAF was to provide assistance on very con¬ 
cessional terms (interest rates of half of I 
per cent, with repayment over a 10-year 
period including a grace period of four-and- 
a-half years) to IDA-eligible countries 


Table 2: Severely Indebted Low-Income Countries 

{US S million) 


1984 


1985 

1986 

1987 

1988 

Debt stocks 

(EOT excl, IMF) 58,836 


67,481 

79,126 

96,681 

98,025 

Long-term debt(LDOO) 48,087 


56,420 

69.098 

87,557 

88.038 

Public and publicly 

guaranteed 45,728 


53,831 

67,515 

85,813 

86,161 

Private non-guaranteed 2,358 


2,589 

1,583 

1,744 

1,877 

Short-term debt 10,749 


10,062 

10,027 

9,124 

9,987 

Interest Arrears on 

LDOD 1,130 


1,855 

2,274 

3,972 

5,089 

Memo: EOT (inci IMF) 63,180 


72,526 

84.475 

102,580 

103.480 

Sourer. World Bank. World Debt Tables, 1989-90 (First supplement). 

0 


Table 3: Net Transfer from Externai Borrowing of SILICs 

{$ million) 


1984 

1985 

1986 

1987 

1988 

Total yearly disbursement 

(long-term debt) 

6,258 

4,839 

5,627 

5,165 

4,606 

Total yearly debt service 

(long-term debt) 

5,325 

6,110 

4,159 

3,180 

4,149 


(85.0) 

(126) 

(74.0) 

(61.5) 

(90.0) 

Total yearly net transfers 

(long-term debt) 

933 

-1,271 

1.467 

1.985 

458 


(15.0) 

(-26) 

(26.0) 

(38.5) 

(10.0) 

Official creditors: Disbursement 

4.013 

3,152 

4,234 

4,053 

3,868 

Debt service 

1.293 

1,937 

1,855 

1,988 

2,479 


(32.2) 

(61.4) 

(43.8) 

(49.0) 

(64.0) 

Net transfers 

2,720 

1.215 

2,379 

2,066 

1.389 


(6.78) 

(38.6) 

(56.2) 

(51.0) 

(36.0) 

of which: 

Multilateral Disbursement 

1,626 

1,568 

2,510 

2,530 

2,532 

Debt service 

549 

612 

928 

1,067 

1,265 


(33.7) 

(39.0) 

(36.9) 

(42.1) 

(49.9) 

Net transfers 

1,078 

956 

1,583 

1,463 

1,268 


(66.3) 

(61.0) 

(63.1) 

(57.9) 

(50.1) 

Bilateral Disbursement 

2,387 

1,584 

1.723 

1.523 

1.336 

Debt service 

744 

1,325 

927 

921 

1,215 


(31.1) 

(83 6) 

(53.8) 

(60.4) 

(90.9) 

Net transfers 

1.643 

259 

796 

602 

121 


(68.9) 

(16 4) 

(46.2) 

(39.6) 

(9.1) 

Private Disbursement 

1,882 

1,369 

I,l75 

853 

400 

creditors Debt service 

3,536 

3,828 

2,033 

890 

1.373 


187.8) 

(279.6) 

(173.0) 

(104.3) 

(343.2) 

Net transfers 

-1,654 

2,459 

-858 

-38 

-973 

( 

-87.8) 

(-179.6,1 

( 73.0) 

( -4.3) 

(-243.2) 


Notes: Minus indicates negalive nei transfers 

Numbers in parentheses are percentage to respective disbursement. 
Sourve-. World Bank. WorU Dehi Tables. 1989-90 (first supplemeni) 
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tinderuking prognunnws of compreheiuive 
tnacro-economic and structural adjustment. 

Arrangements under the facility require 
the adoption of a comprehensive three-year 
policy framework that incorporates explicitly 
the structural policy element of a member’s 
reform programme. The initial resources to 
be made available under the facility were to 
be derived from repayments of D-usl Fund 
Loans (about SDR 2.7 billion). Later funds 
available under SAF were increased, 
however, very few arrangements got the 
Fund's approval. This is attributable mainly 


to the requirement that a comprehensive pro¬ 
gramme of struaurai reform be formulated. 
Recipient countries and the Fund, in a 
number of cases could not agree on a reform 
package so as to come to an agreement for 
transfer of funds under SAF. 

The SAF was expanded by the Fund in the 
second half of 1987. The expanded facility 
came to be known as the Enhanced Struc¬ 
tural Adjustment Facility (ESAF). The 
ESAF stands to provide much larger 
amounts of financial assistance to qualify¬ 
ing countries, in the order of 150 per cent 


of members' quotas over a three-year period, 
and in some cases up to 330 per cent of 
quota where the need arises. ESAF became 
effective from January 1988 and as of the 
end of September m9, ariangements under 
ESAF had been approved for 10 SILICs. 
These are: the Gtmibia, Ghana, Kenya, 
Madagarear, Malawi, Mauritania, Niger, 
Senegal, Ibgo and Uganda. 

In DKember 1987, the World Bank for¬ 
mally launched the Special Programme of 
Assisunce (SPA) for the low-income coun¬ 
tries of sub-Saharan Africa. SPA, a three- 
year (1988-90) programme is to help eligible 
countries adjust and grow while restoring 
and sustaining normal debtor-creditor rela¬ 
tionship. The programme provides for 
substantially increased highly concessional, 
quick-disbursing finance, and debt relief on 
softer terms to expand import capacities in 
low-income countries of sub-Saharan 
Africa. Three eligibility criterion were laid 
down for SPA. These are, firstly, poverty 
(eligibility for IDA credits but not IBRD 
loans), secondly, debt problems (originally 
a projected debt service ratio of 30 per cent 
or more in 1988-90) and finally, adjustment 
(the country must be currently implemen¬ 
ting a policy reform programme supported 
by the World Bank and IMF). As of fiscal 
year ending 1988, more than S 2 billion of 
the S‘5.2 billion in funds committed had 
been allocated, and about S I billion had 
been disbursed. However, the ESAF and SPA 
have yet to be utilised by majority of the sub- 
Saharan African countries. Also, the 
availability of funds from these two sources 
and the Funds SAF is very small when com¬ 
pared to the total debt service obligations 
of these sub-Saharan countries. 

Apart from these debt initiatives of the 
Fund and the Bank, the Group of Seven 
countries in June 1988 agreed on measures 


Table 4: Growth of Merchandise Trade in Severely Indebted Low-Income Countries 

Country Merchandise TVade Average Annual Growth Rate* Terms of Trade 
(MilUonsof Dollars) _ (Per Ce nt)_ (1990=100) 


Exports Imports E xports _1 mports 



1988 

1988 

1965-80 

1980-88 

1965-80 

1980-88 

1985 

1988 

1 Mozambique 

104 

706 



_ 

_ 

_ 

_ 

2 Tanzania 

373 

1,185 

-4^ 

-5.4 

1.6 

0.5 

90 

94 

3 Malawi 

301 

412 

4.1 

3.3 

3.3 

-3.4 

69 

72 

4 Somalia 

58 

354 

3.8 

-9.7 

5-8 

-4.1 

91 

91 

5 Zaire 

2,207 

1,954 

4.7 

-2.9 

-2.9 

0.2 

82 

96 

6 Madagascar 

282 

382 

0.7 

-3.5 

-0.4 

- 1.8 

104 

95 

7 Mall 

255 

513 

-1.0 

7.0 

6.2 

3.7 

82 

88 

8 Burundi 

123 

165 

3.0 

8.4 

2.0 

l.l 

100 

81 

9 Zambia 

1,073 

889 

1.7 

-3.7 

-5.5 

-4.8 

71 

107 

10 Niger 

369 

430 

12.8 

-4.9 

6.6 

4.2 

109 

83 

II Kenya 

1,034 

1,989 

0.3 

0.1 

1.7 

-0.6 

92 

91 

12 Toyo 

334 

411 

4.6 

-0.3 

8.6 

-3.8 

91 

80 

13 Benin 

225 

413 

5.2 

2.4 

6.7 

2.7 

90 

94 

14 Ghana 

882 

1,091 

-1.8 

l.l 

-1.4 

-1.4 

91 

78 

IS Guinea 

584 

468 

— 

— 

— 

— 

— 

— 

16 Mauritania 

433 

353 

2.7 

9.7 

5.4 

2.4 

112 

104 

17 Sudan 

486 

1,223 

-0.3 

2.7 

2.3 

-7.9 

90 

86 

IB Myanmar 

299 

611 

-2.1 

-7.0 

•1.7 

-8.0 

70 

72 

19 Liberia 

382 

308 

4.5 

-3.2 

1.5 

-9.8 

91 

103 

20 Sierra Leone 

106 

156 

- 3.8 

-3.2 

-2.7 

-13.1 

100 

94 


Note-. * The growth rates of merchandise exports and imports are in constant terms and are 
calculated from quantum indexes of exports and imports. 

Source: The World Bank, World Development Report, 1990. 


Tabu 5: Totai Emi rnal Pubi k andPrivaii Di bi and Di m Service Ratios in Severeiv Indebted 1.ovs-Incoml Countries 


Country Total Lon g-Term De bt Outstanding a n d Disbursed Total Interest Payment Total Lo ng-Ter m Debt Servic e as a Per Ceni ot 

_ Million s o f S As a P ercentag e o f GNP on Long-Term Deb t_UNJ?_ Export of Goods and 

Services 



1970 

1988 

1970 

1988 

1970 

1988 

1970 

1988 

1970 

1988 

1 Mozambique 

_ 

4.039 

_ 

399.7 

_ 

15 

_ 

2.7 

_ 

10.4 

2 Tanzania 

265 

4,100 

20.7 

140.1 

8 

41 

1.6 

3.0 

6 3 

17 8 

3 Malawi 

122 

1,193 

43.2 

85.9 

4 

29 

2.3 

4.6 

7.8 

19.0 

4 Somalia 

77 

1,754 

24.4 

185.2 

0 

3 

03 

04 

2.1 

4.9 

5 Zaire 

311 

' 7.013 

91 

118.0 

9 

98 

l.l 

28 

44 

69 

6 Madagascar 

89 

3.317 

10.4 

192.7 

2 

81 

0.8 

9.3 

3.7 

39.0 

' 7 Mali 

238 

1,928 

71 4 

100.8 

0 

15 

0.2 

25 

1 4 

14.2 

8 Burundi 

7 

749 

3.1 

69.8 

0 

16 

0.3 

3.3 

2.3 

25.1 

9 Zambia 

654 

4.194 

37.5 

116.7 

32 

62 

46 

49 

8.0 

14.2 

10 Niger 

32 

1,542 

5.0 

66.0 

1 

74 

0.4 

56 

4.0 

32.6 

11 Kenya 

406 

4,869 

26.3 

58.5 

17 

194 

3.0 

5.7 

9.1 

25.3 

12 Togo 

40 

1,067 

16.0 

81.6 

1 

68 

1.0 

7.0 

3 1 

18 3 

13 Benin 

41 

904 

15 1 

49.3 

0 

8 

0.7 

1.0 

25 

5.4 

14 Ghana 

498 

2,270 

22.9 

44.6 

12 

64 

1.2 

4.0 

5 5 

20 6 

15 Guinea 

312 

2.312 

— 

94 7 

4 

31 

— 

59 

— 

21.9 

16 Mauritania 

27 

1,823 

139 

1%.2 

0 

33 

1.8 

11.9 

3.4 

21.6 

17 Sudan 

298 

8.418 

14.8 

74 6 

12 

19 

1.7 

0.6 

10.6 

9.5 

18 Myanmar 

106 

4,217 

— 

— 

3 

39 

— 

— 

— 

— 

19 1 iberia 

158 

l.iOl 

.39 2 

— 

6 

6 

4.3 

— 

8.0 

— 

20 Sierra Leone 

59 

510 

14.2 


3 

3 

3 1 

— 

10.8 

5.9 


Source. The World Bank. KorUl Developiiieni Repotl. 1990 
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to reduce the bitmefal debt service obligs- 
tions of the sub-Saharan countries. The 
Group of Seven creditors agreed to provide 
countries eligible for IDA credits one of 
three types of more extensive debt relief; 

(i) Partial write-offs: Creditors choosing 
this option would forgive one-third of 
debt service (i e, principal and interest) 
falling due during the consolidation 
period and reschedule the remaining 
two-thirds at market interest rates over 
14 years with eight years’ grace. 

(ii) Concessional interest rates; Creditors 
would reschedule all eligible obligations 
over a M-year period, including eight 
years of grace, at interest rates 3.5 
percentage points below market rates, 
or at one half of market rates if these 
rates are less than 7 per cent. 

(iii) Longer maturity periods; Creditors 
would reschedule debt service falling 
due during the consolidation period at 
market interest rates over 25 years with 
14 years’ grace. 

It is noteworthy that all the debt initiatives 
undertaken by multilateral organisations and 
creditor countries have one eligibility 
criterion in common and that is; countries 
should either have undertaken, or were com¬ 
mitted to undertake; a policy reform pro¬ 
gramme supported by the Fund and the 
Bank, in financial terms, however, these in¬ 
itiatives have had a very small quantum of 
funds available ibr the debt-distressed coun¬ 
tries when compared to the total debt service 
obligations of these countries. Furthermore, 
the disbursement levels under these facilities 
have been very low, even though quick 
disbursal of funds is supposed to be one of 
the important objectives of these initiatives. 


The experience of African countries which 
undertook strong adjustment programmes 
has not been satisfactory by many measures. 
For instance, these countries having expand¬ 
ed their export volume by five per cent per 
annum during 1985-87 far^ a terms of trade 
loss at the rate of five per cent per annum 
during the same period, but other African 
countries which did not adopt these pro¬ 
grammes did not face any deterioration in 
their terms of trade. 

While the adjustment programmes in sub- 
Saharan Africa have largely been used to 
support agriculture and institutional reform, 
these programmes in the SIM ICs have large¬ 
ly been for economic liberalisation, primari¬ 
ly in the trade and financial sector. Tirade 
policies have emphasised improving the in¬ 
centive structure for exports while liberalis¬ 
ing imports through reduction in quantita¬ 
tive restrictions and tariffs. Financial sector 


policies have called tor removing inleictt mte 
ceilings, eliminating directed loan program¬ 
mes and developing new financial markets 
and instruments. 

In a broad sense it appears that the 
stabilisation-c um-structural adjustment 
package of the Fund and the Bank is a 
widely accepted solution for the debtor 
countries to grow out of their debt problem. 
Also, that controversy is only over some 
specific aspects of such programmes. These 
could be, f^or instance, over the relative im¬ 
portance of trade liberalisation, the urgency 
of financial reform or the distributional im¬ 
plications. By contrast, we argue that the 
orthodox ‘neo-classical’ or ‘monetarist’ 
approach of the Fund and Bank packages 
have made little or no improvement in most 
of the SIMICs where such programmes were 
implemented. 

Stabilisation, it is said, should precede 


lARLb 7. Macro MONOMir Indicators in 30 Countries with Adiustmf.nt Procrammes 



Low Income 

Middle 

Income 

Sub-Saharan 

Africa 

Highly 

Indebted 

Countries 

Manu¬ 

facturing 

Exporters 

Budget deficit/GDP 

Before 

7.6 

60 

6.5 

4.2 

4.4 

After 

7.6 

57 

7.5 

70 

3.4 

Current account/CDP 

Before 

-90 

-7.2 

-9.4 

-6.9 

-5.0 

After 

-7.0 

-4.5 

-65 

-3.7 

-2.6 

Im estment/GDP 

Before 

19.2 

24.7 

20.6 

23.1 

25.0 

After 

18.1 

19.2 

17.1 

17.9 

22.0 


Note "Before” and “Afler" refer lo the three-year periods preceding and following the first 
World Bank adjustment loan received by the countries in question. 

Source. World Bank. Report on Adjustment Lending, 1988. 


Tabu 6: Terms or Lxiirnai Public Borrovuno of Severely iNDEaiED Low-Income Countries 


Country 

Commitments 
(Millions oi $) 

Average I merest 
(Per Cent) 

Rale 

Average Maturity 
(Years) 

Average Grace Period 
(Years) 

Public Loans with 
Variable Interest Rates, 
as a Per Cent of Publie 
Debt 

1970 1988 

1970 

1988 

1970 1988 

1970 

1988 

1970 

1988 

1 Mozambique 

_ 

294 

_ 

22 

— 

23 

— 

6 

— 

4.9 

2 Tanzania 

284 

220 

1,2 

08 

39 

41 

II 

10 

1.6 

2.5 

3 Malawi 

14 

123 

39 

09 

29 

41 

6 

10 

0.0 

3.8 

4 Somalia 

22 

24 

0.0 

25 

20 

28 

16 

7 

0.0 

l.l 

5 Zaire 

258 

350 

6.5 

4 1 

13 

28 

4 

8 

0.0 

5.4 

6 Madagascar 

23 

352 

2 3 

2.4 

39 

31 

9 

9 

0.0 

10.5 

7 Mall 

34 

131 

1 1 

1 2 

25 

35 

10 

9 

0.0 

0.1 

8 Burundi 

1 

205 

2.8 

10 

4 

38 

2 

II 

0.0 

0.3 

9 Zambia 

557 

64 

4.2 

3.8 

27 

20 

9 

7 

0.0 

13.4 

10 Niger 

19 

159 

1.2 

1 4 

40 

31 

8 

9 

0.0 

7.7 

11 Kenya 

50 

679 

26 

1 9 

37 

22 

8 

9 

0.1 

4.1 

12 Togo 

3 

114 

4 7 

1.6 

17 

38 

4 

II 

0.0 

3.7 

13 Benin 

7 

162 

1.8 

23 

32 

32 

7 

8 

0.0 

3.9 

14 Ghana 

51 

431 

2.0 

1.0 

37 

35 

10 

8 

0.0 

3.7 

15 Guinea 

68 

271 

29 

1 4 

13 

30 

5 

8 

0.0 

10.5 

16 Mauritania 

7 

III 

6 1 

1 1 

11 

38 

3 

10 

0.0 

6.4 

17 Sudan 

95 

472 

1 8 

20 

17 

35 

9 

8 

0.0 

0.8 

18 Myanmar 

48 

0 

4 1 

0.0 

16 

0 

5 

0 

0.0 

0.8 

19 I ibcria 

12 

0 

67 

0.0 

19 

0 

5 

0 

00 

9.3 

20 Sierra Leone 

25 

0 

29 

1 0 

27 

12 

6 

3 

10.6 

0.6 


Sfii/w T he World Bank. World Development Report. 1990 
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Mrucuual adjuttmentand. (heKfore, follcw- 
ing the monetarist view, fiscal restraint and 
currency devaluation, etc, are brought in in 
the early stages of the process. The Fund’s 
view of stabilisation is that it should be short 
term and favours a rapid control of infla¬ 
tion. Table 7 gives some idea as to how the 
stabilisation programmes had fared. In sub- 
Saharan Africa the budget deficit/GDP 
ratio had increased from being 6.S per cent 
before implementing the programme to 7.S 
per cent after the programme Also, it 
increased tn the highly indebted countries 
from 4.2 per cent to 7 per cent.^The invest¬ 
ment/GDP ratio registered a fall from 20.6 
per cent to 17.1 per cent for the former and 
from 23.1 per cent to 17.9 per cent for the 
latter. 

As structural adjustment is undertaken in 
the midst of macro-economic insubility, it 
is likely to aggravate the problem further and 
make it more difficult for the government 
to finance its defict in a non-inflationary 
manner. Whereas, measures relating to struc¬ 
tural adjustment are supposed to be under¬ 
taken only when the macro-economic en¬ 
vironment is stabilised. Significant among 
these are, trade liberalisation, price deregula¬ 
tion in industry and agriculture, financial 
liberalisation and privatisation. While struc¬ 
tural adjustment programmes have multiple 
objectives, they have been conflicting at 
times, Bajpai [1990]. Some of these conflic¬ 
ting objectives are: 

(a) trade liberalisation vs reduction in the 
trade deficit: 

(b) tariff reduction vs increase in public tax 
revenue; 

(c) financial liber-alisation vs output 
expansion; 

(d) financial liberalisation vs investment and 
growth, and; 

(e) elimination of subsidies vs income 
distribution. 

The common thread running through the 
adjustment programmes is that the state 
control over the economy must be reduced. 
Economic liberalisation is supposed to raise 
the rate of growth in the economy. However, 
economic theory has hardly anything to of¬ 
fer in this regard. Since it is not proved 
theoretically that economic liberalisation 
helps raise the growth rate, the linkages bet¬ 
ween instruments and targets in the adjust¬ 
ment programmes seem to be very weak. 
Measures relating to financial liberalisation, 
for instance, removing interest rate ceilings, 
eliminating directed loan programmes, and 
liberalising the capital account of the 
balance of payments have been frequently 
undertaken without achieving macro- 
economic stability. A fine example in this 
regard is the case of financial liberalisation 
and return to controls in Chile Besides, 
removing interest rate ceilings frequently 
puts the financial sector in a frenzy and 
ultimately causes it to crash This has been 
aptly summarised by Carlos F Diaz- 
Alejandro, "good-bye financial repression, 
hello financial crash". 


Similarly, the conventional efficiency 
aiBument is no reason to undertake measures 
relating to trade liberalisation in a economy 
marked my macro instability. Should impon 
liberalisation be pressed on a borrowing 
country even though it suffered from infla¬ 
tion and balance of payments strain? A full 
liberalisation effort should pot be under¬ 
taken unless the economy has achieved a 
minimum amount of internal and/or exter¬ 
nal balance. Like the Fund, the Bank stresses 
that thete is no question of imposing a stan¬ 
dard package of policy reform on all the reci¬ 
pient countries. But, this is clearly not the 
case. In reality, however, the Bank and Fund 
packages have an inherent bias towards 
'market-oriented reform’ irrespective of the 
couhiry in question. 

In sum, then, it is suggested that the 
design of the currently undertaken adjust¬ 
ment programmes warrant wide ranging 
changes. As a surting point, in fact* such 
programmes (those incorporating heavy 
doses of trade and financial liberalisation) 
should not be undertaken unless macro- 
economic stability has been attained, i e, in¬ 
flation should be under control and fiscal 
and current account deficits should be low. 
Implementation of such programmes early 
on in the process would result in making 
matters worse With regard to the design of 
programmes it is essential that they be coun¬ 
try specific and not a standard set of 
prescriptions as they presently are. The dif¬ 
ferent stages of the programme ought to be 
clearly demarcated and measures relating to 
trade and financial liberalisation especially 
the latter, need to be undertaken in a giadusd 
and phased manner. In this regard, the Bank 
has a lot to learn from its experience in Latin 
America. Also, conflicts among the objec¬ 
tives should be eliminated, making the pro¬ 
gramme less complicated and easier to 
evaluate. 


INoles 

[This paper is part of a research project cur¬ 
rently being undertaken by the Indian Coun¬ 
cil for Research on International Economic 

Relations (iCRIER), New Delhi.) 

1 Low-income countries are those in which 
1987 GNP per capita was no more than 
S480. 

2 Middle-income countries are those in which 
1987 GNP per capita was more than $ 480 
and less than $ 6,000. 

3 World Bank, World Debt Tables, 1989-90, 
p-xix. 

4 Baker Plan countries are: Argentina, Bolivia, 
Brazil, Chile, Colombia, Costa Rica, Cote 
d’Ivoire, Ecuador, Jamaica, Mexico, 
Morocco, Nigeria, Peru, Philippines. 
Uruguay, Venezuela, and Yugoslavia. 

5 World Bank, World Debt Tables, 1989-90 
(First Supplement) p-19. 

6 These II countries are: Benin, Central 
African Republic, Guinea, Madagascar, 
Mauritania, Niger, Senegal, Tanzania, Togo, 
Uganda and Zaire. 
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DISCUSSION 


Decline in Sex Ratio: Alternative 
Explanation Re-Examined 

Saraswati Raju 
IVIahendra K Premi 


AN alternative viewpoint on declining 
sex ratio (SR) by Rajan, Mishra and 
Navaneetham (December 21, 1991) in 
response to an earlier write-up by Kundu and 
Sahu on the same theme (October 12.1991) 
by itself is no reason to attempt this note. 
One of the objectives of academic research 
IS to provoke discussion on matters of im¬ 
portance and the declining sex ratio is one 
such concern. However, the trio.have not 
only sorely missed some of the points made 
by Kundu and Sahu. a certain misinterpreta¬ 
tion of their arguments at places is rather 
disconcerting 

As far the ‘relief provided by the increase 
in SR for India as a whole in the 1981 over 
that of 1971 is concerned, it has been con¬ 
vincingly argued by demographers that in 
the context of continuously declining SR 
ever since the turn of the century, the 1981 
increase in SR was artificial. Although, in 
the absence ol post-enumeration check of 
undcrcount by sex in 1961, a precise state¬ 
ment about relative sex-wise undcrcount in 
1971 cannot be made, from the differential 
male/female decadal growth rates and other 
evidence it is generally agreed that the female 
undcrcount in that year was much greater 
than in the earlier censuses [Kundu and 
Premi, 1992. 64]. If proper adjustment is 
made in the differential undercount of 
women in 1971 (raising the reported SR of 
930 to 937), the 1981 us well as the 1991 SR 
follow a monotonically declining trend line 
I Premi, 1991). What does it mean? Does it 
mean acquiesce with the declining SR? Is the 
five-point decline during the 1981-91 decade 
more than what can be accounted for as 
happening in the normal course (with 
development as argued by some) and 
therefore unnatural (that even the natural 
decline is not platable is a different issue)? 
in what way are the regional patterns of SR 
diflcrent? What ate the factors behind the 
observed patterns? These are some of the 
issues which Kundu and Sahu address. 

The authors have attempted the analysis 
at two distinct levels: (a) national and (b) 
regional. While decline in the sex ratio at 
birth (SRB) and amniocentesis are offered 
as one of the possible reasons for relatively 
sharper decline in SR at the national level 
in recent years, economic backwardness is 
held responsible for regional variation 
therein. Basically their objective is to pro¬ 
pose a hypothesis for explaining variation 
at interstate and interdistrict levels. Un¬ 
fortunately, the authors of ‘Alternative Ex¬ 
planation?’ fail to distinguish between the 
two and the association between backward¬ 


ness and low SR is made to sound as a 
blanket explanation for the observed 
phenomenon. 

There is enough medical evidence to sug¬ 
gest that biologically more male babies get 
conceived. If better pre-natal and health-care 
facilities lead to decline in foetus loss, over 
a period of time in a developi ng country like 
India SR at birth becomes favourable to 
males. Incidentally, this trend can be observ¬ 
ed for some developed countries also, e g, 
in 1780 SRB in Sw^en was 104.3 as com¬ 
pared to 107.2 in 1980; United Kingdom had 
a SRB of 103.S in 1861 which increased to 
107.4 in 1980 [Anantharam, 1989). It would 
not be out of place here to mention that the 

Registrar General’s Office has startea col¬ 
lecting sex-wise birth data from hospital 
records, information on approximately 
3S,0(X) births from three hospital records in 
Delhi covering the last five years show that 
the SR at birth has gone up to 109 as com¬ 
pared to the earlier SR of 106. Although 
data on several lakhs of births over 25-30 
years covering dilfcrent parts of the coun¬ 
try would provide better clues, the available 
information lends credence to the conten¬ 
tion just mentioned. However, in-built in the 
’sex-differential at birth with development 
syndrome' is the possibility of aborting 
female foetus consequent upon sex- 
determination in the womb, i e, the am¬ 
niocentesis. The authors ol 'Alternative Ex- 
planatioijs'’’ have dismissed this explanation 
for a decline in SR in 1991 because .this 
tmproved medical technology is not easily 
accessible to people of all walks of life ex¬ 
cept the educated urban elite who live in 
megacitics and surrounding areas” and also 
because ” . the ministry of health and 
family welfare souglit to discourage this 
lest .” The existing realities point other¬ 
wise. Compared to other countries, the cost 
of amniocentesis in our country is much less. 
Moreover, it is not a question of the im¬ 
mediate cost. It is the relative cost; the argu¬ 
ment is that it is better to spend money for 
sex determination than produce a female 
baby and bear the dowry cost later [Patel, 
1988. 180; D'Monte. 1988; Hamilton, 1991], 
and It has been found that the women who 
avail of this facility come from all strata of 
society: middle class, slums and high pro¬ 
file, irrespective of caste, religion, educa¬ 
tional or cultural background [Jeffery, and 
Jeffery 1983; Patel, 1988]. Shortage of space 
does not permit documentation of all that 
IS available on this practice, but a socio- 
logi>:ai study in P.ijnor district of Uttai 
Pradesh is worth mentioning where it was 


found that during the last decade, a number 
of clinical services with amniocentesis 
facilities for sex identification of foetuses 
had appeared in north India. What is more 
shocking is that their distribution matched 
the cultual pattern where girls were devalued 
[Patel, 1988). In fact, several investigative 
reports have shown that in India, between 
1978 and 1982, about 78,000 female foetuses 
were aborted after sex determiiiation tests 
[D'Monte, 1988; Bajpai, 1990]. Asxording to 
Dr Lata of the Forum against Sex Deter¬ 
mination and Sex Pre-selection, at least 
10,000 cases of female foeticide have been 
reported from Ahmedabad alone and other 
places ate not immune [Desai, 1988]. So 
much for the argument that amniocentesis 
facilities are available only in megacities. 
Further, SR is a social concern and to believe 
that a government ban would be effective in 
such matters is at best extremely naive and 
reflects total lack of undersunding of socio- 
culturally-hisiorically induced processes. 

Without really divulging the methodo¬ 
logy, Rajan, Mishra and Navaneetham have 
argued that the SR for the population 10 and 
above ’’has gone down drastically from 
934... to 923... indicating a II unit in¬ 
crease in favour of males”. A simple and a 
more reliable calculation of SR from 1981 
and 1991 population figures for all India, 
albeit for a somewhat different segment of 
the population, seems to refute the authors' 
claim. After making the data comparable 
over the decade by excluding Assam from 
the 1991 and Jammu and Kashmir from the 
1981 Mnsuses, SRs have been calculated for 
7plus population for which 1981 and 1991 
data are directly available. (The population 
break-up for the I9S.I census is (Stained 
from the Statement U of Paper I of 1991.) 
They work out to be 929 for 1981 and 926 
for 1991 as compared to the SRs for the 
population 7 years and below: 962 in 1981 
reduced to 940 in 1991, a decline of 22 
points. 

While SRB may not fully explain the 
decline in SR, instead of rejecting am¬ 
niocentesis as inconsequential, a moi| per¬ 
tinent position to take would be to argue fot 
a much deeper probe an^ investigation into 
this, phenomenon. * 

There exists contrasting views regarding 
another controversial issue of excess female 
mortality. Based on comparison of "the 
ratio of males to females in the 1981 cen¬ 
sus. .. with the male death rate under Five 
years of age to the female death at these ages 
in the states of India", Coale argues that in 
India it is the sex differences in mortality 
rates which affect the balance of the sexes 
(Coale, 1991]. Rajan, Mishra and 
Navaneetham discount the thesis of excess 
female mortality on the basis of “an exten¬ 
sive analysis”, but once again it is not pos¬ 
sible to examine their position vrs-o-vis 
others in the absence of information on data 
base and methodlogy. 
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Kundu-Sahu’s main Aplanation for the 
temporal and cross-sectional variation in SR 
is a combination of three processes: slow¬ 
ing down of out-migration, return migration 
and continuance of male selective in- 
migration in some areas. These processes are 
not necessarily mutually exclusive and a 
decline in SR due to slowing down of out¬ 
migration may be strengthened by male 
.selective in-migration in a given region, 
however, paradoxical it may sound at the 
I outset. Incidentally, the explanation 
(although only partially) offered is “slow¬ 
ing down of out-migration” rather than “no 
out-migration" as reported by the authors 
of ‘Alternative Explanations?'. Demographic 
theory may envisage migration to be 
> associated with backwardness, i e, the ‘push 
' factors’ but the same theory tells us that this 
push has to be associated with opportunities 
at the destination point. If we look at the 
recent developments, it becomes quite clear 
that elitist urban policies with explicit or im¬ 
plicit pressure tactics, privatisation of basic 
amenities, etc, are making absorption of 
migrants into the cities extremely difficult 
if not impossible. Paper 2 ol the 1991 cen¬ 
sus notes that “the tempo of urbanisation 
in India has stowed down during the decade 
1981-91 as compared to the previous decade" 
[1991; 11-12] According to l‘rcnii |199l], “the 
slow growth of metropolitan cities during the 
I98()s may be due to slowing down of iii- 
migration”. Further, because of the unstable 
political upheavals in the major in-migrating 
stales, the possibility of return migration 
cannot be overlooked. Another less resear¬ 
ched area is regarding improvement in infra¬ 
structural facilities in rural areas and its im¬ 
pact on stabilisation of rural out-migration. 
Part of the problem in Kundu-Sahu’s paper 
arises because of the limited way in which 
backwardness is defined. 

IxM us take the example of Madhya 
Pradesh which is the only major state which 
has experienced an accelerated population 
growth in the 1981-91 decade. The decline 
in SR is, however, consistent and sharper for 
the 1981-91 decade. This implies a relatively 
higher influx of males. Since there is no 
reason to believe in a sudden decline in SRB, 
it may be hypothesi.sed, as has been done by 
Kundu and Sahu, that the .state is under¬ 
going a two-fold process of slower out¬ 
migration and male scleetive in-migration 
from neighbouring states. Under such cir¬ 
cumstances, the border districts of the slate 
should record higher growth-rates, which in¬ 
deed is true. Out of 18 districts which have 
growth rates higher than the state average, 

10 are border districts. These arc also the 
districts which have some of the lowest SR 
in the state. 

A continuously declining SR in Bihar, 
particularly- from the one favourable to 
women in 1920s to drastically reduced one 
in 1991, calls for more than just the slowing 
down of out-migration although the trend 
in this direction is clearly visible. In Bihar, 
both in 1971-81 and 1981-91, the census 
growth rates were lower than the natural in , 
crease rates, 2.17 and 2.11 per ceni^^V’* 

- 'S''* xo 
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annum as coroisared to 2.64 and 2.38 per 
cent per annum respectively indicating that 
there has been some out-migration from 
Bihar (Premi, 1991). However, as compared 
to 1971-81, the 1981-91 differjnee between the 
two rates is much smaller than the earlier 
decade. 

In the absence of temporal data, it is not 
possible to comment on relative increase/ 
decrease of Nepalese coming into Bihar 
during ()ie 1980s. However, as against SR of 
1002 for the country as a whole, all the 
bordering districts of Nepal exhibit SR 
between 926 to 981 except for one district 
Ghitwan (SR 1011) as per the Provisional 
Results. 1991 supporting Kundu-Sahu’s sup¬ 
position of somewhat arrested male selec¬ 
tive in-migration from Nepal (National 
Census for Nepal-2048; Provisional Results). 
As far the return migration to Bihar is con¬ 
cerned there are different viewpoints. While 
temporary return migration consequent 
upon festive season coinciding with census 
count cannot be brushed aside altogether, 
instead of return migration of males, the 
lower SR in Bihar may be attributed to 
relatively greater undercount of females 
there |Premi, 1991). It is true that there is 
an apprehension in official circles also that 
given the general apathy and indiffcrincc in 
an environment of unccriainnes and suspi¬ 
cion. the 1991 census is going to have a 
higher undercount than the earlier censuses. 
If this is so, females c.in still be under 
counted much more than the males, but sshy 
Bihar should have an edge in this matter is 
not very clear. 

Return migration of males from the (iiilf 
countries to Kerala should not be expected 
to affect Kerala’s SR in the same manner as 
it would in the ca.se of other states. That 
would be to lose sight of the historical 
perspective whereby Kerala has always been 
a state with a very high SR. In that sense 
Kerala is an exception. Further, the return 
migration may be a household migration 
One needs to sec the SR of this returning 
population carefully. Even if we were to 
follow Rajan el al’s logic, it may be .seen that 
between 1971 and 1981 (correcting the SR 
for 1971 to 1,021 instead of the recorded 
1,016 by simply adding half of (he difference 
in SR between 1961 and 1981, i e, by 5 points) 
the difference in SR works out to be II 
points which is reduced to only 8 between 
1981 and 1991. That is, even if the numbei 
of women to pten has remained higher in 
1991, as compared to theearliei decade this 
difference has gone down drastically, more 
so if SR in 1971 is not tentatively adjusted, 
i e, from 32 points difference during 1971-81 
to only 8 in 1981-91. 

Interestingly enough, some of the-ideas 
of Kundu and Sahu are objected to becau.se 
they arc advanced “without any strong 
evidence”, but the alternative explanation of 
male ovcrcount is propagated even when the 
authors “have no substantial evidence to 
support the ... male double counting”. They 
do so because they “strongly feci so”! The 
argument does not sustain itself. A very 
basic question is; in what ways are the cir- 


cumsMiic«s under which males could be 
oveccounied different or unique to (he 1991 
situation? That a majority of females 
migrate for marriage, that there are bogus 
entries in the ration cards (which can actual¬ 
ly be in favour of women as the names of 
married daughters may still remain in the 
cards of their natal households), that male 
voters cast their votes twice are factors which 
are as relevant to the earlier censuses as they 
are now. 

Both the comments on SR miss out on an 
important component in the explanatory 
framework, particularly at regional Iwel. 
While economic backwardness may be seen 
as having a bearing upon observed sex ratios 
in some cases in a more contemporary sense, 
long-lasting region-specific socio-cultural 
norms and prevailing ideology regarding 
female status (which may in fact be related 
to her economic worth) may cut across dif¬ 
ferent levels of economic development. 
Punjab with its low SR is the case in point. 
Haryana is another example. Their location 
in the northern cultural space of the Indian 
sub-continent with a distinctly less favour¬ 
able environment for females provides the 
clue (what accounts for such an undervalua¬ 
tion of women there is a separate issue). 
Moreover, these regional equations get af¬ 
fected by the presence of scheduled caste, 
tribe, Christian and Muslim populations 
because of differential treatments of their 
women. Issues such as SR remain partially 
explained without incorporating these 
historically induced nuances. 
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Tenancy: Popular Notions and Realities 

There has been an organised mobilisation of tenants along with 
other sections of the rural poor in West Bengal by the left parties, 
more vigorously since the late 60s. On coming to power in 1977, the 
left front government in the state launched the programme of 
Operation Barga (OB) with the basic objective of better organising 
the tenants in their struggle against rural vested interests. To what 
extent do the terms and conditions of tenancy contracts and tenurial 
relations differ between tenants who have not been recorded under 
the OB programme and the recorded tenants? A study in 
Midnapore district. 1009 

Public Distribution: Urban Bias? 

Does the average urban dweller gain more from the public 
distribution system than the average rural dweller? And are there 
significant differences in this regard between the different states? An 
enquiry, using three measures of urban bias—quantities of PDS 
grain consumed, the implicit subsidies and accessibility of 
ration shops. 1022 


ICONOMIC 

AND 

POLITICAL 



gounder-ldhor: SacMn OiawdlMirl 


BJP m 8 Bind 97S 

Maharashtra Drought Politics-Punjab 
Elusive 'Packase^NWest Bengal Privatisation 
of Health Cafe?-Afghanistan The Rashtun 
factor 916 

Ttic Marfccts 
Not a One-Man Show 

-D P Sharma 978 

Statistics 9B0 

Companies 981 

Calcutta Diary 

-AM 985 

International Affairs 

Religious Pride and Preiudire 

GPD 987 

Commentary 

Droughts, Starvation, Unemployment 
Some Corrective Measures 

- S R Sen 989 

III upati Congress Session Some Reflections 

■ Ajit Roy 994 

No Respite on Prices Front 993 

Udaipur Mosques Invalid Claims 
-Asghar Ali Engineer 995 

Drinking Water for Growing Cities Third 
World Perspective 

- Bidyut Mohanty 996 

Women's Emancipation and Strategy of 

Development in Albania 

-Hafizullah Emadi 999 

Perspectives 

From Mentor to Master West and East 
in the World Order 

-Dipankar Sinha 1003 

Reviews 

Medical Policy in Colonial Bengal 
-V R Muraleedharan 1005 

Manifesto for Federal Debate 
-A G Noorani 1006 

Programmed Rural Technology Damn with 
Faint Praise 

-R C Sekhar 1007 

Special Articles 

Changing lenancy Relations in West Bengal 
Popular Notions, Grassroot Realities 
-G K Chadha, S K Bhaumik 1009 

Ui-ban Bias in Indian Public Distribution 
System 

-Stephen Howes, Shikha Jha 1029 

Dlscusskm 

On 'Modernity and Its Victims' 

-Rahul 1031 

Lcncfs to Bditor 974 


OutputlesB Growth 

The World Bank, pleased beyond 
measure with the way the 
government has conducted itself in 
recent months, has decreed that ihe 
Indian economy is going to grow by 
5 per cent in the current year. There 
are ways and ways of bringing such 
a miracle off, even with the rate of 
growth of agricultural and industrial 
production turning out to be 
negative. 96S 


Policy for Droughts 

We would be able to cope better 
with the problem of recurring 
droughts and consequent starvation 
and unemployment if we gave up 
our fetish for producing foodgrains 
even in poor soil and drought-prone 
areas and diversified our agricultural 
production, export and import 
patterns. 989 


Missed Connection 

Even while acknowledging that the 
social-cultural changes that constitute 
'modernity' were necessitated by the 
economic logic of capitalism, there is 
a misguided tendency to 
over-emphasise the superstructure 
over the base and seek the roots of 
the ills of 'modernity' in 
socio-cultural factors, ignoring 
their economic causes. 1031 


Uneasy Portents 

The recent Tirupati session of the 
All-India Congress Committee has 
been generally presented as 
P V Narasimha Rao’s moment of 
glory; in fact it may have been the 
beginning of a period of 
serious worries for him. 992 


By Default 

It is the ever-decreasing 
self-assurance of the third world, 
even more than the propagatioiial 
efficiency of the first world, which is 
reinforcing the 'west knows 
better’ attitude. 1003 


Services for Cities 

Policies towards urban development 
in general and provision of essential 
services in urban areas in particular 
were critically examined at a recent 
international conference in Delhi of 
urban administrators, academic 
specialists and non-governmental 
organisations. A report. 996 


Souls and All 

A recent case before the Rajasthan 
High Court involving the Bohra high 
priest's claim to possession of all 
Bohra mosques in Udaipur has 
served to focus attention on the 
implications of the high priest’s 
assertion of absolute ownership and 
control over the minds, bodies 
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No Respite 

The rise in the wholesale price index 
was higher in 1991-92 than in the 
previous year on a point-to-point 
basis. But the pick-up in the rate of 
inflation is seen to have been even 
sharper if the comparison is on an 
average basis, which gives a truer 
picture of the price situation. 9n 


and souls of his followers. 99S 


Not at Women’s Cost 

Albania’s considerable success in 
improving the status of women was 
due to a policy perspective which 
incorporated the goals of women's 
emancipation in the broader 
objectives of progressive 
dewlopment. 999 






LETTERS TO EDITOR 
Referendum in Kashmir 

THERE is an apparent concern in the 
western world over the plight of Kashmiris 
in Jammu and Kashmir (J&K). Among 
various suggestions, one has called for a 
referendum to cover all the options [The 
Economist, London, February IS, IW2], 
including a choice for India or Pakistan. 
In the garb of democracy, this is a mere 
rehash of the 45-year old colonial policy 
of dividing the people according to faith. 
That had terrible consequences of a com¬ 
munal holocaust and massive displace¬ 
ment across the north Indian subconti¬ 
nent, leading to a bitter tension in the 
region simmering all this time. Such a 
choice based on faith in a multicommunal 
society is even now reprehensible and to 
be rejected outright as a neo-colonial 
approach. 

During the last two years, frustration 
with Indian rule has led the Kashmiri 
militants into struggle for secession. In the 
name of self-determination, Pakistan aids 
them with sheer hypocrisy and oppor¬ 
tunism. On the other hand, the Indian 
army is trying to suppress them into sub¬ 
mission. Developments of last few months 
have exposed both India and Pakistan. On 
the one hand, an utter lack of popular 
support for Indian rule was seen in the 
following. Communal BJP’s disastrous 
‘ekta yatra’ failed and the army air-lifted 
its leaders to Srinagar. There was a total 
absence of the Kashmiri civilians during 
hoisting of the Indian flag on the Republic 
Day by the BJP and the central officials. 
On the other hand. Pakistan army fired 
on and killed many peaceful Kashmiris to 
check the J and K Liberation Front 
(JKLF) from gaining popularity in their 
bid to cross the Pak-lndia border. 

People of Kashmir have not suffered 
from communal strife, despite efforts of 
the vested interests. To ask them to make 
a choice as Hindu or Muslim, and not as 
the Kashmiri people, is most undemo¬ 
cratic. It is clear that more and more 
Kashmiris favour independence. There¬ 
fore, the one and only democratic ap¬ 
proach is a referendum among the 
Kashmiri people as a whole, in both India 
and Pakistan, for an unequivocal choice 
between ‘yes’ or ‘no’ for independent 
Kashmir. This must be supported by all 
democrats in India, Pakistan and 
elsewhere. 

NARItNDRA StNCiH 

Netherlands 

Narrow-Minded 

I AM sorry that your reviewer, Vinay Lai, 
took such a negative view of my book. 
Brothers against the Raj, A Biography of 
Sarat and Subhas Chandra Bose (January 
25). However, 1 believe that it would be 


more accurate to call him a hagiographer 
rather than me. He is so worshipful in his 
attitude towards Gandhi that he is unable 
to cope with a book that even-handedly 
deals with Gandhi, Nehru, and Bose. The 
proof of this is that all his ammunition 
for denigrating Bose comes from my 
book. I have criticised Bose frequently in 
the book for some of the very sins that 
your reviewer underlines. I am not a 
hagiographer or an official biographer, 
but a ‘bideshi’ who admires Gandhi, 
Nehru, and the two Boses with detach¬ 
ment and finds shortcomings in all. In 
fact, they are often in agreement on com¬ 
posite nationalism, on Hindu-Muslim 
questions, even on some labour issues, 
and this allows them to build the Congress 
movement together. For example, they 
agree on the all-class mobilisation strategy 
of the Congress which some—with 
hindsight—want to take issue. But they do 
part in 1939 and Subhas Bose goes his 
own way, criticised by many contem¬ 
poraries and by me, but also honoured 
after the war by Gandhi, Nehru, and most 
Indian nationalists. 

In Calcutta, some say I have been 
hypercritical of Bose and attack me for 
that. In the US where few know anything 
of India and all hate Hitler, 1 am criticis¬ 
ed for even writing about an Indian 
nationalist who consorted with the Nazis. 
Now I am told that 1 have not properly 
genuflected before the father of the Indian 
nation. Any reviewer who does not read 
with his eyes shut and knows something 
of Indian history will, 1 think, find the 
even-handedness for which I was aiming. 
Further proof of this are the positive 
notices from B R Nanda, Ashin Das 
Gupta—Gandhi admirers—and from 
R J Moore, a foremost student of the last 
days of the Raj from the British side. So 


I hope your readers will pass beyond this 
narrow-minded review on to my book 
itself. 

Leonard Gordon 

New York 

Two Worlds 

THIS is apropos the article ^titled ‘Gar¬ 
bage, Modernity and the Citizen’s Gaze’ 
by Dipesh Chakravarty (March 7-14). 

Imagine a coin. The two flat eartlis on 
the two faces of the coin, which may be 
said to represent ‘the modern’ and the 
‘pre-modern’ worlds, are unable to ‘see’ 
one another through thdr outward senses. 
Indeed this can happen only by means of 
a reflection via an external set of mirrors. 
Just as the two worlds cannot see each 
other through their outward senses they 
are unable to 'speak' with one another 
too. The inhabitants of each world can 
speak only with neighbours on their own 
side of the coin. Whatever they may have 
to say about the world on the other face 
of the coin can only be .said to their own 
neighbours. 

And yet, ironically, the two worlds are 
inseparably connected from within. Their 
lives are conjoined. While they cannot 
communicate outwardly through their 
conscious selves, they are constantly com¬ 
municating with each other ‘from 
within’—through their sub-conscious 
selves and, thereby, affecting each other’s 
lives. 

lb reveal these sub-conscious structures 
of communication across the two worlds 
is the task of the thinker, whichever one 
of the two faces of the coin he may find 
himself on. 

Ashok B Lall 

New Delhi. 
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BJP in a Bind 


T he 13th session of the national council of the BJP at 
Gandhinagar, from May 1 to May 3, was presumably 
the BJP’s response to the Tirupati plenary of the AlCC. 
Judging from appearances there seems to be more than 
one similarity in the predicament of the two largest 
parliamentary parties. The Congress party is a more or 
less permanent site of struggle geared towards future 
jockeying for leadership roles. The BJP which boasts of 
ideological unity and party discipline has begun to display 
similar tendencies and, lack of practice notwithstanding, 
BJP leaders indulge in it with the same elan and enthu¬ 
siasm that C'ongrcssmen are prone to display. This apart, 
like the Congress, the BJP too has some difficulty in com¬ 
ing to giips with the new economic policy. Equally 
importantly, the same set of compulsions prompt both 
parties to devise elaborate ways to disgui.se an underhand 
parfiamentary liaison. And while the Congress found a 
surprise and, on the face of it, alien eleventh hour cause 
in the gui.se of uplift of women and scheduled castes and 
tribes, the BJP strayed so far from native instinct as to 
adopt ‘antyodaya’ as its newest inspiration. Quite obvious¬ 
ly the stalemate in the political sphere remains unresolved 
and is likely to stay so at lea.st until the next ‘consensus’ 
on presidential and vice-presidential matters is arrived at 
and implemented. 

In response to the strong anti-BJP .sentiments expressed 
by the prime minister at Tirupati, the BJP leadership hit 
back at the Congress with Advani going so far as to as.sert 
that the government’s performance was dismal. But subse¬ 
quently both P V Narasimha Rao and the BJP leader¬ 
ship have been carefully restrained about each other. The 
pains each has taken to exhibit its aversion to the other 
show symptoms of being grounded in an entente cordiale 
at least lor a limited political purpose. Thus, while 
Narasimha Rao exerts himself to curb combative elements 
m his party bent on making trouble for the BJP state 
governments, Advani intervenes to ensure that the govern¬ 
ment is not overly harassed by the opposition on the latest 
turn of events on the Bofors issue. 

Given that both the Congress and the BJP are trapped 
in the same short-term compulsions, any alternative agen¬ 
da that the BJP might formulate will for the present have 
to remain on the shelf. In fact these compulsions seem 
to have silenced the party altogether. The political resolution 
adopted by the national council said practically nothing. 
Ayodhya has definitely taken a back scat. The four-page 
resolution devoted six lines to it, issuing a token warning 
to the centre to “keep its hands off Ayodhya and let the 


BJP government in Uttar Pradesh lawfully di.scharge the 
mandate given to it by the people for the restoration of 
the Ram temple at the Janmasthan”. For the rest, Advani 
claimed that the “record of the government is barren, 
marked by either drift or deterioration in various fields” 
and added that “if this government falls on its own, 1 am 
not going to save it”. However, he also entered the 
customary caveat about no one wanting “another general 
elections after the one held only 10 months ago”. 

The BJP’s dilemma proceeds from the appropriation 
of its economic programme by the Congress. The em¬ 
barrassment is evident in the party’s economic manifesto. 
The 31-page economic policy statement ‘Humanistic Ap¬ 
proach to Economic Development’ was meant to set right 
a long-standing failure of the party to make clear its 
economic programme. Supposed to have been the out¬ 
come of four months of discussions between party leaders 
and economic experts the statement scarcely serves any 
purpose. In addition to the pious adoption of ‘antyodaya’, 
the statement talks of ‘swadeshi’ and ‘swavalamban’ 
without indicating how these goals arc to be achieved. 
Support for the Congress’s new economic initiatives is 
guaranteed to reduce ‘antyodaya’ and ‘swavalamban’ to 
vapid slogans. To give the slogans a semblance of political 
substance the party proposes three mass contact pro¬ 
grammes—an antyodaya rally in Delhi in November, a 
fortnight-long programme from August 9, coinciding with 
the anniversary of the Quit India Movement, to highlight 
the need to free the country from external debt and a 
national integrity programme from July 23. 

The terms of politics are unlikely to be altered by these 
symbolisms. What is in fact likely to affect political equa¬ 
tions is the outcome of the power struggle in the BJP 
between the Advani and Murli Manohar Joshi camps. So 
long as the former retains control, the status quo can be 
expected to be mainuined for some time Should the latter 
prevail the party’s relationship with the Congress may 
undergo a change, paving the way for some kind of 
realignment. So long as the two camps neutralise each 
other the RSS will continue to mediate between the two 
in hammering out compromises. But these compromises 
arc necessarily uneasy, for while the BJP asserts ‘swadeshi’ 
and ‘swavalamban’ it is unable to formulate a clear-cut 
line withTcgard to its position on, for instance, foreign 
investment and multinationals. And in dealing with this 
programmatic tension the party can do no more than 
make the puerile suggestion that “we must keep our win¬ 
dows open but wc must not let our roof fly off’. 
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MAHARASHTRA 

Drought Politics 

MAHARASHTRA’S drought became, one 
in a long line of distress situations, a 
■poilitical’ issue last week The assembly ses- 
sioh just ending generated much heat on the 
issue with the combined opposition criticis¬ 
ing the government on its lack of effort in 
tackling the situation. As a mark of its own 
concern about the drought, the opposition 
stayed away for the last part of the session 
and has called a ‘bandh’. And the outcome? 
The state government made efforts, visible 
efforts, to expand and intensify its drought 
relief operations, organised more tankers of 
water to dry villages, opened the much 
delayed cattle camps, transferred more funds 
for bore wells, brought more people under 
its now controversial employment guarantee 
scheme, and announced a 20 per cent cut in 
expenditure in ail departments to divert 
funds to combat recurring drought. 

It can hardly be disputed that drought is 
a political issue. But clearly none of the op¬ 
position parties, neither the CPI(M)- CPI 
nor the Janata Dal-led Progressive Democra¬ 
tic Front nor of course the Shiv Sena, had any 
substantial political standpoint on the situa¬ 
tion. Moreover, although there may not have 
been a drought in Maharashtra for some 
years now, it can hardly be denied that there 
has been a drought in the making. Water 
conservation and equitable distribution are 
not concepts which have informed develop¬ 
mental choices in the state. Nor, it would 
seem, do they mean much to the left par¬ 
ties. Although they are participating in the 
drought ‘bandh’, they have a larger focus of 
protest—the centre’s new economic policy. 
However, little effort has gone into linking 
the distress situation of growing numbers in 
drought stricken areas to the larger perspec¬ 
tive on economic policy. 

What IS more distressing is that while the 
government has been forced to take emer¬ 
gency action, Ihere has hardly been any 
attempt to critically review its plans and 
priorities. Even as the chief minister gave 
assurances about the government’s state of 
preparedness to combat the worsening of the 
situation, he was also magnanimously assur¬ 
ing sugarcane farmers of adequate supplies 
of water. In Maharashtra sugarcane covers 
2.S per cent of the cultivable area and ac¬ 
counts for 60 per cent of the water consump¬ 
tion. Where is all this water to be found? 
The government’s attempt to increase water 
sources by permitting more bore wells to be 
dug has, according to one section of experts, 
given rise to a situation where groundwater 
reserves arc being depleted far too rapidly. 

Even the cattle camps which the govern¬ 
ment has belatedly opened are facing the 
unusual situation of having no cattle One 
explanation is that farmers who have not 
succumbed to distress sale of cattle are not 
now prepared to leave their cattle in camps 
regatdiess of fodder and water availability 


because the animals are needed for pie- 
monsoon operations, it is certainly a piquant 
situation: earlier when cattle camps were 
needed the government refused to open any 
but decided to distribute fodder; when now 
fodder is needed, it has opened cattle camps 
which nobody wants to or is able to use. 

Clearly, the drought is not anybody’s con¬ 
cern. If the opposition parties have taken it 
up it is for other reasons and this will 
become more obvious in the coming months 
when the issue—unless the drought is of 
crisis proportions—will quietly be forgotten. 


In the meanwhile the state government will 
continue to petition the central government 
for mote drought funds, which will promptly 
be squandered away. 

PUNJAB 

Elusive ‘Package’ 

NOW that Punjab has served the Con- 
gres$(l)’s purpose of securing for the parly 
a slightly safer position in parliament, the 
centre is evidently too preoccupied with 
other matters to be sidetracked into Tutile 
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divenkMU fike imp temernint it( pioniiied in¬ 
itiatives to deal with the tUK^s probtems. 
The uuon home minister takes pains to 
repeat from time to time that a package to 
resolve long-standing issues will be announc¬ 
ed soon, an assurance that chief minister 
echoes. But to date nothing has surfaced and 
all that happens are periodic attempts to 
upstage the A kali groups. The latest gim¬ 
mick by Scant Singh and S B Chavan to em¬ 
barrass the Akalis is the decision to accord 
district status to the town of Fategarh Sahib. 
Clearly the two wished to thumb their noses 
at the Akalis who had been unable to make 
Fategarh Sahib a district when they were in 
power. 

Since such juvenile pursuits constitute the 
thrust of the initiatives on Punjab, it is dif¬ 
ficult to be persuaded by the home minister’s 
claim that he has done the spadework for 
an amicable settlement and that the chief 
ministers of Punjab and Haryana would 
soon be talking to the prime minister and 
that the details would be announced during 
the prime minister’s visit to Punjab. The 
prime minister has so far shied away from 
Punjab and is reportedly convinced that 
situation IS far from ready' for any kind of 
central initiative relating to the territorial 
and river water questions. He has proved 
himself to be no less obtuse than a long line 
of predecessors. It is his view that so long 
as the militants and the Akalis opt out of 
negotiations within the ambit of the Consti¬ 
tution, initiatives by the centre arc so much 
wasted effort. The priority, in his vic-w, 
therefore is the restoration of law and order. 

It does .not take a great deal of acuity lo 
grasp the drawbacks of the prime minister's 
scheme. It is scarcely two years now since 
the Akalis and the militants are being men¬ 
tioned in the same breath. IWo years ago the 
Akalis were called ‘moderates’ and their 
temperate virtues and mass popularity were 
tomtommed in official hagiography as stan¬ 
ding in contrast to the isolation and incon¬ 
tinence of the militants. Today that hagio¬ 
graphy has changed and yesterdays mascots 
have been discarded in favour of new and 
equally dubious ones. Why this should have 
happened is a question for those concerned 
about the situation in Punjab, but since the 
central and state governments do not 
number among those concerned they can¬ 
not be expected to explain the change in their 
idiom. 

As for the restoration of law and order 
neither the prime minister nor any of his 
hirelings involved with Punjab 'policy' can 
be unaware that the armed might of the 
Indian state has been engaged in precisely 
this undertaking for the last 10 years. This 
offers one of two possibilities Either the 
security forces arc incapable ol restoring law 
and order or it is the security forces that arc 
responsible for the breakdown of law and 
order. Several ministers of the state cabinet 
are reported to have complained that they 
have no control over bureaucrats while it is 


no secret that the state government is subser¬ 
vient to the'security establishment, depen¬ 
ding on it, as it were, for its day-to-day 
survival. 

Since it may be presumed that the prime 
minister is not unaware of this it may becon- 
ciuded that he too is incapable of sanction¬ 
ing the package. The home ministry’s forces 
went in strength to arrest Sajjan Kumar who 
had been charge-sheeted for his role in insti¬ 
gating the 1984 New Delhi riots against 
Sikhs, but were routed and took to flight to 
escape the ire of loyal Congressmen, if it is 
unable to bring one man lo book one 
wonders whether any larger venture is within 
the scope of the home ministry’s endeavour. 
With regard to the home minister’s 
statements on the imminent announcement 
of the package he is either prevaricating or 
he simply does not know better. The prime 
minister may favour consensus, possibly 
because he has no choice. It is difficult to 
see the prim^ minister hammering out a con¬ 
sensus with the recalcitrant Bhajan Lai and 
Bhairon Singh Shekawat. And it is equally 
difficult to visualise a puppet chief minister 
who rules entirely at the centre’s mercy 
pressing the point too much. 

WEST BENGAL 

Privatisation of Health 
Care? 

A Correspondent writes: 

IT seems the West Bengal Left Front govern¬ 
ment has made a beginning in ’improving’ 
Its really abominable hospital services by in¬ 
directly shutting the poor out. Many leading 
lighis of the medical profession in Calcutta 
have come together to oppose these ‘reforms'. 
They demanded the immediate withdrawal 
of the charges imposed on hospital services 
and the restoration of the supply of 112 types 
ol essential and life-saving drugs and 
medicines. At a cili/ens’ convention recent¬ 
ly held in Calcutta, a former director of the 
state health services, a former principal of 
a leading medical college along with a func¬ 
tionary of the Calcutta branch of the Indian 
Medical Association criticised the govern¬ 
ment for Its retrograde step, which they held 
“could be a surreptitious move to privatise 
the government-run hospitals”. A section of 
the Lett Front supporters, including some 
CPI(M)-led mass organisations, have also 
joined the protest. 

The CPI(M) which has been heading the 
national opposition to the World Bank-IMF 
dictates for effecting economy by curtailing 
tree or subsidised services to the poor 
faithfully implemented in this instance the 
same directive. Presumably the West Bengal 
government's financial stringency provided 
the inspiration for this malleability. But what 
IS somewhat incongruous with this parsi¬ 
mony is Its generosity in offering to bear the 
entire cost of the late Satyajit Ray's three- 
mon.'h long treatment in one of the most ex- 


TWENTY YEARS AGO 

EPW, May 6, 1972 

This year, the one-lakh strong Paharia 
community—tribals living in the forest 
hills of Santhal Parganas in south 
Bihar—are starving. Even a hurried tour 
of the affected areas is enough to strike 
home the sharp miseries that have 
resulted from the failure of two suc¬ 
cessive crops. In normal times, too, the 
Paharias suffer from chronic malnutri¬ 
tion. But this year, the situation is alar¬ 
ming, particularly in eight blocks— 
Littipara, Amarapara, Sundarpahari, 
Goarijore, Boria, Barahat, Pothana and 
Tkijhiri—inhabited by 65,000 people. 

Batches of hungry, ill-nourished 
Paharias, who seldom leave the hills, 
have come down to the plains and are 
seen roaming in search of food. In front 
of restaurants in Godda, Pakur, Amara¬ 
para and Hiranpur towns, squat scores 
of starving men, women and children, 
waiting all day long lo share the left-overs 
with the stray dogs of the town. 

Paharias live today as they have lived 
for centuries. Once in a week they come 
down from their hills lo nearby towns to 
sell the faggot.s, roots, tubers and fruits 
that they collect from the jungles, and 
to buy basic consumer goods for their 
homes. Their general isolation makes 
them suspicious not only of the Dikkus 
(the plains’ people) but also of the tribal 
Santhals. Such cultivation as they prac¬ 
tise is of maize and ghanghara, and for 
this they use the method of shifting 
cultivation, which demands more time, 
space and labour and results in un¬ 
necessary wastage of much-needed forest 
resources. But their main food comes 
from wild fruits like mahua, roots, 
tubers, etc. No government has ever felt 
the need to take the trouble to induce 
them to improve their economy or to join 
the mainstream of the state’s life. In the 
circumstances, they continue to live a 
deprived and insecure life. Many ate af¬ 
flicted by TB and leprosy. There is hardly 
any medical facility worth the name The 
few show-piece health-centres are virtually 
inoperative, and either have no doctors 
or no proper medicines. Education is 
practically non-existent. Drinking water 
IS not easily come by in most villages, 
and some villages fetch water from 
anywhere like three miles away.. Tem¬ 
porary relief is no solution, of course, to 
such famine situations—the roots of 
which lie deep in the feudal exploitation, 
known to persist in the villages of the 
Santhal Parganas. Misery, poverty, 
unemployment and illiteracy are by¬ 
products of the feudal structure head^ 
by the moneylenders in the region.’For 
all practical purposes, that structure is 
as It was nearly a hundred years ago. 
l.and reform, irrigation, better agricul¬ 
tural practices, have never been heard of 
in these parts. 
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elusive nursing homes in the city. Though 
it may be a sacrilege to equate Ray with or¬ 
dinary njortals, one cannot overlook the fact 
that the bills for Ray’s hi-tech treatment 
would amount to a neat sum, sufficient to 
bring succour to a large number of common 
people who come for treatment in the ordi¬ 
nary and ill-kept hospitals. 

The great humanist that he was, Ray 
himself was fascinated by this sort of a situa¬ 
tion. In one ol the TV interviews before his 
fatal illness, he had revealed that his con¬ 
templated next film would deal with this 
problem—the problem created by the con¬ 
trast of immense advance made by medical 
technology and us inordinately high cost 
which made it inaccessible to the masses. He 
had then revealed that during his previous 
heart-attack, he had been administered a 
particular injection, each of which had cost 
a few thousand rupees and which had later 
become much more costly. Ray, an artist, not 
a social activist, had not olfcred any solu¬ 
tion. The CPI(M) health minister has pro¬ 
bably worked out an answer by solving the 
equation betw^een the number of deaths at 
lower rungs and the saving of a single life 
at the top! Nobody probably told him that 
the problematique itself was a false one— 
there would be no need for coumerposmg 
life and death in this way if the government 
would be ready to prune its inessential ex¬ 
penditure and reorganise its finances 

AFGHANISTAN 

The Pashtun Factor 

WITH Sibghaiullah Mojaddidi taking con 
irol of the ‘Islamic state’ of Afghanistan, a 
new phase has certainly begun in the cotin 
try’s history Its significance is not so much 
because it automatically spells an end to the 
long years of strife and deprivation lor the 
population, but because the coming together 
of at least some ol the main guerilla groups 
to form the piesrnt alliance, however 
tenuous, can provide some room lor other 
forces to set to woik towards ending the long 
years ol war And yet it is unlikely that 
groups which dividedly sought to control the 
Kabul government for so many years should 
now agree to work together regardless of the 
power equations in the government that they 
form. That reality is iness'apable even with 
the current capitulation of the Hub-i-lslami, 
which IS obviously a consequence of I^kistan 
distancing itscll from the group by acknow¬ 
ledging the Mojaddidi goveinmenl. 

There is the other aspect of the Afghan 
siluatioiv the ethnic and tribal differences 
and iivalrics fostered by the years of con- 
tlici under Najibullah. It is ironic, though 
not surprising, that the Pashiiins, who form 
the single largest population group, should 
find little representation in the government. 
The groups which have come together com¬ 
prise largely the northern tribal and ethnic 
minorities which have traditionally had little 
say in Kabul. The Islamic Jihad Council’s 


permanent members are all northerners, 
Ahmed Shah Masud, the Tajik military com¬ 
mander who has emerged as a prominent 
figure in the recent months, general Abdul 
Rashid Dost, the U/.bek military comman¬ 
der, general Mansoor Naderi, the Ismaeli 
leader, and Abdul Momin the first army 
general commander of the 70th brigade in 
the north, who rebelled against Najibullah. 
However, over the years it is the Pashtuns 
who have sought refuge outside the coun¬ 
try and the Hizb-i-lslami chief Hekmaiyar’s 
base is perhaps stronger among them than 
on the ground, notwithstanding the inten¬ 
sity of the attacks by the group in Kabul 
recently. The possibility that the other 
smaller l\tshtun generals in the ca.st would 
link up with Hekmatyar has been proved 
baseless so fat. 

In any case it is clear that the combina¬ 
tion which has come together jo lorm the 
Islamic government in Kabul comprises 
those who were more willing to make com¬ 
promises. In other words, they had less to 
lose by giving in than did Hekmatyar who 
has been propped up by Nawaz Sharifs 

THE MARKETS 


I) I* Shariiia 

THt stock niai ket has been in the news lot 
quite some time—earlier lor the meteoric 
rise and wild single-session movements in 
equity price indices without any apparent 
proviK'ation and later for the unseemly tussle 
between ST HI and the stockbroking com¬ 
munity over legistration-relatcd issues and 
the sensational disclosure ol the SBI 
securities scandal and the subsequent 
sharpesl-evci two-day fall in equity price 
indices. 

An avalanche ol selling swept the market 
when It became known that Harshad Mehta, 
who had been a major driving lorce behind 
the staggering rise in equity prices, was 
involved HI the SHI scam which came under 
scathing attacl in parliament. From an all- 
time high closing ol 4467.32 on April 22, the 
HSt sensitive uidex declined sharply to 
.f674.4 during the two subsequent trading 
sessions on April 28 and 29. Alter a modest 
rally therealter, the index receded to 3560.7 
on May 6 A few prominent bear operators 
were reported to have formed a syndicate to 
tiilly exploit their biggest adversary’s 
predicament. 

I he dramatic turn in Harshad Mehta’s 
fortunes has been the topic of animated 
discussion in various market and financial 
circles. 1 his is scarcely surprising. Having 
engineered an unprecedented boom Harshad 
Mehta had emerged as a rare phenomenon. 
With his links with almost every bank and 
financial services company coming to light 
together with BK-based transactions running 


government, especially the Jamait-i-islami 
.sections. If Sharifs movement away from 
Hekmatyar was in part due to Arperican 
pressure, it was equally due to internal 
problems created by the Jamait’s stand on 
Sharifs policies directed at opening up the 
economy and encouraging foreign invest¬ 
ment. Even so, Sharif spent a good deal of 
time in trying to persuade the Hizb-i-lslami 
leader to accept compromises. 

It is probable that in the near future, at 
least some of the Pashtun generals will be 
accommodated in a government which will 
inevitably be broad-based. Hekmatyar has 
in the meanwhile said that he would support 
interim leaders for the rir.sl six months but 
presidential elections would have to be held 
immmediaielv, followed by parliamentary 
elections. The first stipulation appears rather 
an impossible one, given the ground condi¬ 
tions. What IS also to be watched is a 
coalescing ol Pashtun forces, especially if 
Pakistan’s Jamait-i-lslami continues to give 
support to Hekmatyar regardless of the 
government’s stand, thus giving a boost to 
Pashtun ambitions 


into hundreds of crores, the outcome of the 
full-scale investigation launched by the 
Reserve Bank of India into the entire gilt- 
market operations as also ol the CBI probe 
into all aspects of Harshad Mehta’s market 
transactions will be awaited with keen 
interest. 

It would be naive to believe that Haishad 
Mehta could raise hundreds of crores from 
banks including NHB—a wholly-owned 
subsidiary of the RBI—by manoeuvring 
transactions in government securities mcrclv 
because of his thorough knowledge of the 
intricacies of the gilt-edged market. Nor 
could It be a case of gross negligence on ihc 
part of banks in lending money against BKs 
'I he concerned officials would not possibly 
have assumed the grave risks without the 
prospect of adequate compensation. The 
way Harshad Mehta went about raising huge 
funds for his slock market operations casts 
a serious reflection on the, authorities en¬ 
trusted with the task of monitoring gilt- 
edged dealings and banking operations. One 
has to wail for the investigating team’s report 
to have an insight into the various facets of 
the scam. Reports that the prominent slock 
market operator could not have gone about 
raising vast sums of money through BKs 
without strong political patronage cannot be 
dismissed as wild gossip 

To come back to the slock market’s over¬ 
all performance, the correction which 
had been long overdue is now well undei 
way. How long the process of technical 
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Tabub: Mcvemehis in Eournr Piucta Inokss 


_ i9n _ _ iwo . _ 

Low High Sub- rtr C«M Per Ceni Psr Cent Low High Sub- Per Cent Per Cent Per Cent 
sequent Rise from Ml from Retnoe- sequent Rise from PsU from Retrace- 

Low Low to High ment of Low Low to High ment of 

tUI8.S.92 High the Rise High the Rise 


BSE indker. 
Sensitive 

1949.3 

4467.3 

3560.7 

129 

20.3 

36 

659.3 

I5S9.4 

982.4 

136.5 

37 

64.1 

National 

905.3 

I99I.I 

1483.5 

119.9 

25.5 

46.7 

370 

762.7 

498.3 

106.1 

34.7 

67.3 

Economic Times 
Indices'. 

Bombay 

1100.4 

2199.1 

1795.5 

99.8 

18.4 

36.7 

483.7 

868.5 

603.4 

79.6 

30.5 

68.9 

Calcutta 

676.6 

1524.7 

1150.5 

125.3 

24.5 

44.1 

311.7 

634.6 

451.8 

103.6 

28.2 

55.3 

Ddhi 

590 

1154.3 

957.3 

95.6 

17.1 

34.9 

334.4 

571.8 

386.7 

71 

32.4 

78 

Madras 

1157.5 

2504.9 

2238.4 

116.4 

10.6 

19.8 

388.6 

822.7 

660.6 

111.7 

19.3 

37.3 

Ahmedabad 

413 

1222.1 

838.2 

195.9 

31.4 

47.4 

147.8 

486 

269.5 

228.8 

44.5 

64 

AU India 

888 

1806.8 

1498.2 

103.5 

17.1 

33.6 

390.4 

733.4 

520.6 

87.9 

29 

62 

Industries (Economic 
Times/: 

Cotton textiles I0S0.9 

2070.8 

1630.6 

97 

21.3 

43.2 

268.1 

774.2 

439.9 

188.8 

39.3 

60.1 

Maiunade fibres 

631.9 

1049.4 

836.1 

66 

20.3 

51 

200.5 

366.4 

258 

82.7 

28.5 

62.9 

Bask metals 

1236.2 

3093.8 

2526.7 

150 

18.3 

30.5 

371 

1379 

745.8 

271.7 

45.9 

38.7 

'liansport vehicles 

528.3 

1099.9 

896.8 

108 

18.5 

35.5 

366.2 

766 

460.6 

I09J1 

39.9 

76.4 

EngiiMering 

goods 

859.8 

1625.8 

1366.8 

89 

15.9 

33.2 

473.5 

861.5 

606.9 

81.9 

29.5 

65.6 

Pertilisers and 
chemicals 

577.3 

1236.9 

935.4 

114 

24.4 

45.7 

378.1 

562.9 

387.4 

48.9 

31.2 

94.9 

Pharmaceuticals 

715.1 

1386.7 

' 1065.2 

93.9 

23.2 

47.9 

334.2 

435.9 

324.3 

30.4 

25.6 

109.7 

Cement 

1045.6 

2865.1 

2332 

174 

18.6 

29.3 

103.1 

799.8 

530.2 

675.8 

33.7 

38.7 

Piper 

734.7 

1437.9 

1197.9 

95.7 

16.7 

34.1 

308.6 

792.1 

614 

156.7 

22.5 

36.8 

lyres and tubes 

1020.6 

2377.8 

2046.2 

132.9 

13.9 

24.4 

428.1 

789.7 

598.1 

84.4 

24.3 

53 

Hx>d products 

1227.6 

2324.3 

1996.2 

89.3 

14.1 

29.9 

601.7 

896 

732.5 

48.9 

18.2 

55.5 

Pianiations 

769.4 

1829.5 

1207.1 

137.8 

34 

58.7 

408.6 

865 

637.8 

111.7 

26.3 

49.8 


•dju^tment will continue and how far the 
decline in prices might go is difficult to 
predict. Quite a good deal will depend on 
whether Harshad Mehta would be obliged 
to resort to distress sales to liquidate his 
speculative positions and offload in¬ 
vestments. It would also depend on when 
and at what level mutual funds having 
fairly large investible resources would step 
into the market. 

. Ibo much should not, however, be 
made of the adverse turn in the fortunes 
of Harshad Mehta who had been domi¬ 
nating the stock market for quite a long 
whiles Even if he were to be forced to go 
into hibernation for some time it would 
not really matter much. There is no 
dearth of resources with mutual funds to 
sustain the primary upward trend. UTI’s 
‘Mastergain’ alone is expected to garner 
tiwut Rs 2,000 crore. 

Sceptics abound. According to a former 
chairman of Ull, prices based on P/E 
ratios are inordinately high and no one, 
txatpt the speculators, consider it in any 
way rationiU or leasoiuible. L C Oupta 
(member of the high-powered study group 
headed by Pherwani) has expressed the 
view that the current state (before the re- 
cem shake-out) of the Indian disre marktt 
is perilous and that the equity market has 
become overvalued to the extent of over 
100 percent.! c; equity prices were; on the 
average; more than twice their justifiable 
level. 


To dismiss the stock market boom as 
the handiwork of a few big speculators, 
as many economic pundits and security 
appraisers are wont to do, is to betn^ lack 
df proper perception of the profound 
change in stock/capital market scenario. 
What the stock market is witnessing is 
essentially an investment boom (not 
without a strong speculative flavour 
though) based on the enormous increase 
in investible funds far in excess of the 
availability of good growth scrips. This is 
amply borne out by the continuing 
buoyancy in the capital market sustained 
by the overwhelming response to public 
issues by an ever increasing number of 
invents. It is not for nothing that mutual 
funds which have now acquired con¬ 
siderable experience and expertise in the 
art of investment continue to figure as 
buyers even as equity prices keep moving 
hi^er and higher. 

The current downward move represents 
nothing more than a correction of the 
preceding unprecedented rise. The stock 
market did not witness anything like a 
good secondary reaction in 1991 and it 
had made a further spectacular advance 
this year. Equity price indices have come 
down (till May 8) by 10.6 per oem to 31.4 
per cent frmn th^ year’s highs, retracing 
20 per cent to 47 per cent of the preceding 
rise since the bq^nning of the year. Even 
a cursory glance at the accompanying 


table showing the progress of the current 
corrective phase compared with the cor¬ 
rection in 1990 (after October 9) will 
indicate that the retracement of rise since 
the beginning of the year is still rather 
small. Important secondary movemenu 
generaUy retrace from one-third to two- 
thirds or more of the ground gained in the 
preceding upswing since tRe termination 
of the last major interruption of the 
market. Hiere is nothing to suggest that 
the corrective phase has run its course. 
The process of tedui^ adjustment could 
well be painful as the market has still to 
assess the full implications of the Harshad 
Mehta episode The nuu-ket has also to 
reckon with the prospect of a poor mon¬ 
soon predicted by the meteorological 
departmenL 

Lest one gets mvay with the impression 
that the recent midget trash* has adversdy 
affected the fortunes of investors under¬ 
mining thdr confidence, it needs to be 
pointed out that even after the sharp 
decline from its year’s high the BSE sen¬ 
sitive iiKlex starids at a level which had 
been viewed with deep concern when the 
market was moving up. Persons who ef¬ 
fected purchases when the BSE sensitive 
index rose above 3,300 cannot be termed 
as genuitK investors. MutuM funds, 
however, fall in a different cat^ory. That 
apwt, investors cannot claim any divine 
right to maJee money. Risk is inherent in 
equity investment. 
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STATISTICS 


Index Numbers of Wholesale Prices 
(1981-82 = 100) 

All Commoditiffi 
Primary Articles 
Food Articles 
Non-food Articles 
Fuel, Power, Light and Lubricants 
Manufactured Products 


Vviatkm (per cent) 



Over 

March 

In 

In 

in 

In 

1992 

91-92* * 

90-91 

89-90 

88-89 

1.0 

13.6 

10.3 

7.5 

7.5 

1.1 

48.2 

13.0 

2.2 

4.9 

2.6 

202 

JI.8 

12 

9.9 

-2.1 

18.2 

17.0 

34 

-1.7 


13.2 

12.3 

3.6 

5.6 

-0,3 

11.2 

8.4 

11.3 

9.4 


Variation i 


Cost of LivloK Index 


Industrial Workers 

Urban Non-Manu^ Employees 

Agricultural Labourws 


Money and Bmiklng 


Utest 
Base Month 

IW2 > 100 229> 

I9844S ■> 100 187 

July fiO to 999" 
Jime6l » 100 


Over 

Ust 

Over 

Last 

Over 

March 

In 

In 

Is 

In 

Month 

War 

1991 

1991-92 

1990^91 

89-98 

88-89 


13.9 

13.9 

13.5 

11.2 

6.5 

9.1 

_ 

13.3 

10.7 

NA 

11.0 

6.9 

82 

0.9 

21.2 

16.4 

NA 

7.5 

32 

11.4 



Variation ( 

per cent in brackets) 



Over 

Over 

Over 






March 31, 




(20 J-91) 

Month 

Year 

1991 

91-92 

90-91 

89-90 

Money Supply (M^) 

Rs crore 

3,17,145 

6,463 

49,560 

51,709 

49,560 

36242 

37,866 



(2.1) 

(18.5) 

(19.5) 

(lUJ 

(13.7) 

(19.6) 

Net Bank Credit to Government Sector 

Rs crpre 

1,62.577 

-2,038 

24,589 

22,378 

24,589 

21,477 

19,631 

Bank Credit to Commercial Sector 

Rs crore 

1,89,410 

4,211 

24,173 

16263 

24,173 

14232 

23,184 

Net Foreign Exch Assets of Banking Sector Rs crore 

18,205 

1,577 

10,098 

9,639 

10,098 

1,519 

85 

Deposits of Scheduled Commercial Banks 

Rs crore 

2,30,458 

4,548 

37,916 

37,916 

37,916 

25,583 

26,809 



(2.0) 

(19.7) 

(19.7) 

(19.7) 

(13.3) 

(19.1) 

Foreign Exchange Assels 

Rs crore 

13,015 

1,591 

9,017 

8,627 

9,017 

-1.710 

-600 




(13.9) 

(225.5) 

(196.6) 

(225.5) 

(-30.0) 

(-9.5) 

Index Numben of Industrial 

Weigh! 

Latest 








Production 

(1980-81 - 100) 

General Index 

Mining and Quarrying 

Manufacturing 

Electricity 

Basic Industries 

Capital Goods Industries 

Intermediate Goods Industries 

Consumer Goods Indusines 

Durable Goods 

Non-Durable Goods 

Foreign Trade 


Month 
(July 91) 




1991-92 

1990-91 

1990-91 

100.0 

203.2 

199.8 

201.3 

8.4 

11.5 

200.0 

208 4 

211.1 

3.5 

77 1 

196.8 

192.1 

195.7 

9.2 

11.4 

249 5 

243.8 

229.4 

8.6 

39.4 

NA 

NA 

NA 

4.3 

16.4 

NA 

NA 

NA 

21.9 

20.5 

NA 

NA 

NA 

5.6 

23.6 

NA 

NA 

NA 

NA 

2.6 

NA ■ 

NA 

NA 

10.9 

21.0 

NA 

NA 

NA 

5.2 

Unit 

latest 

Month 

Cumulative for* 

In 


Balance of TVade 

Employment Exchange Statistics 


Number of Applicants on I ivc Register 
as at end of ftriod 
Number of Registrations 
Number of Vacancies Notified 
Number of Placements 
Income 

Grots Domestic Product (current prices) 
Gross Domestic Product (1980-81 prices) 
Per Capita Income (1980-81 prices) 


Rs crore 

R$ crore 

Rs crore 
Unit 


(Jan 92) 
4,249 


1991-92 1990-91 

34,699 26,260 

38,530 35,895 

-3,831 -9,635 

Cumulative for* 


1990-91 

32,527 

(17.5) 

43,171 

(21.9) 

-8,545 


In 

1989-90 

8.6 

6.3 
8.6 
10.8 

5.4 
22.4 

4.3 

6.3 
1.7 

7.5 

In 

1989-90 

27.681 

(36.8) 

35.416 

(25.4) 

-7.735 


In 

1988-89 

8.7 

7.9 
8.7 

9.5 

9.9 
7.0 

11.5 
4.2 
12.0 

2.5 

In 

1988-89 

20,232 

(29.1) 

28.235 

(26.9) 

-8,003 


In 

1987-88 

7.3 

3.8 

7.9 

7.7 
5.6 

15.9 

4.8 

6.1 

7.8 

6.2 

In 

1987-88 

15,674 

(25.9) 

22.244 

(10.7) 

-6.570 


30,877 

(19.0) 

12,771 

21,686 

1,033 

22,105 

( 1 «. 7 ) 

-830 

(- 11 . 6 ) 


In 

1986-87 

9.1 

6.2 

9.3 

10.3 

9.2 

18.2 
4.4 
7.1 

18.9 

4.9 

In 

1986-87 
12,452 
(14.3) 
20,096 
( 2 . 2 ) 
-7,644 



Month 



In 

In 

In 

In 

in 


July 

1991 

1990 

1990 

1989 

1988 

1987 

1986 

Thousand 

35,580 

35,580 

34,098 

34,632 

32,776 

30,050 

30J47 

30,131 

Thousand 

784 

3,543 

3,912 

6.541 

6.576 

5.963 

5,465 

3,335 

Thousand 

43 

296 

294 

530 

600 

543 

621 

623 

Thousand 

25 

155 

169 

284 

289 

329 

360 

331 

Unit 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

Rs crore 

4,72,599 

4,01,569 

3,51,724 

2.94,266 

2,59,055 

2.33,476 

2,08,377 IJMW.723 

Rs crore 

2,10,477 

l.»,J29 

1,87,725 

1,70,041 

1.62.711 

1,56,600 

1,50.469 

1,44J65 

Rupees 

2J27 

2,148 

2,078 

1,903 

1,866 

1,842 

1,811 

1,787 


* For current year upto latest month for which data aie available and for conetponding period of last year. 

** Excluding gold and SDRs. + Upto latest month for which data are available NA- Not available 
4 Proviskmd dau. 9 (}uick estimates. 

/Votes.' (I) Superscript numeral denotes month to which figure relates, c g, tupeiscript' indkaics that the flguic is for January i 
(2) Figures in brackets denote percentage variation over pievim period. 
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COMPANIES 


Money Market Mutual Funds 


IT wfll be ten whb some rdief in the light 
of the present oontraveny over banks* 
securities buriness, as it has spilled over 
to the stock marfcri at the risk of under- 
the very financial system, that the 
tuk foree appointed to set out operations 
of money market mutual funds of banks 
and financial institutions has recommend¬ 
ed that the MMMFs should stay clear of 
investing funds in capital market in¬ 
struments, instead of following the 
beaten path of mutual funds of banks. 
Interestingly, while the slip in securities 
showed with State Bank of India at first 
and with other banks and their mutual 


hinds thereafter, the task force on 
MMMFk was hosded by SBI’s deputy 
managing director (development and 
planning), D Basu. The task force's report 
has been accepted by the RBI. 

The recommendation by the task force 
to desist from the capital market is made 
on consideration of a basic essentiality of 
liquidity for MMMFs. In the opinion of 
the task force, money market instruments 
offer a comparatively greater liquidity 
than capital market instriftnents. Invest- 
moits in capital market instruments, 
besides, the task force believes, can prove 
risky for MMMFs, citing as an example 


the instances of even some well known 
companies having failed to refund funds 
borrowed as fixed deposits on nuturity. 
Hence, even though the maturity period 
is of less than one year, investments in 
such instruments should be avoided by 
MMMFs. 

However, the task force expects 
MMMFs to make investments in non- 
convertible debentures of companies. 
While taking in liquidity as a matter of 
prime consideration, it expects them to be 
employing funds in high quality in¬ 
struments of minimal risk. This, because 
MMMFs are to offer scope essentially to 
small investors for investment. Short-term 
government securitie.s. Unit IVust of India 
units, non-convertible debentures nearing 
maturity of companies and bonds of 
public sector enterprises are recommended 
as appropriate instruments of investment 
for MMMFs. 

The task force has proposed that the 
RBI should revise its guidelines in favour 
of an increase in limits of investment— 
for instance, in 182 days treasury bills,i 
from 20 per cent at the minimum to 23 
per cent, and in call/notice money market 
from 20 per cent at the maximum to 30 
per cent—while sugge.sting also an in¬ 
crease in the rate of return on investments 
ill treasury bills. Further, a 10 per cent 
limit is proposed for MMMFs to swap 
tunds and investments among themselves. 

Ii IS only recently that establi.shing of 
MMMFs by banks and financial institu¬ 
tions was pioposed by the RBI when it 
announced the credit policy for the slack 
sea.son on April 21. .Abroad, such funds 
have been m existence lor some time, and 
by the nature of bustness, called simply 
as money maiket funds (MMFs) against 
money maiket mutual funds (MMMFs) as 
they have been named by the RBI. There 
have been some curious findings on 
operations of MMFs in the United Slates 
by (jorion of the Wharton School and 
I’cnnacchi of the University of Indiana. 

MMFs and non-bank lenders do 
separately what bank.s bring under one 
roof, the two authors point out. The 
separation makes each activity easier and 
chcapei lor regulators and markets to 
monitor. Together, they may be “banks ol 
the future”. Funds invc.st mainly in 
treasury bills and high quality commer¬ 
cial paper, thus supplanting bank.s as sup¬ 
pliers of short-term credit to blue-chip 
corporation.s. Gorton and Pennacchi 
found no evidence that commercial paper 
defaults triggerred runs on MMFs. In 
theory though the CF market could crash 
like slock markets did in 1987, because 
MMFs hold diversified portfolios of high 


The Week's Companies <Rs lakh) 



Indian Dyestuff 

Polych 

em 

DCl 1 

Polyesters 

Financial Indicators 

March 

1991 

March 

1990 

March 

1991 

March 

1990 

March 

1991 

M arch 
1990 

Income/expenses/profils 

Net sales 

21106 

17342 

10593 

9172 

6164 

1503 

Other income 

1281 

U)69 

81 

93 

61 

16 

Raw materials consumed 

11970 

9840 

5077 

4543 

3664 

567 

Power and fuel 

1846 

1573 

1220 

1017 

295 

54 

Other manufacluring expenses 

1430 

1134 

710 

746 

208 

35 

Labour cost 

3020 

2619 

662 

564 

112 

18 

Other expenses 

1659 

1390 

1277 

1108 

864 

444 

Operating profits 

3244 

2627 

1950 

1424 

2056 

376 

Interest charges 

1421 

1280 

870 

350 

933 

133 

Gross profits 

1823 

1346 

1080 

1074 

1123 

243 

Depreciation 

819 

928 

6‘i3 

388 

993 


Profits before lax 

1004 

418 

427 

786 

110 

29 

Ibx provision 

115 

— 

- 

1.30 

- 

- 

Profits after tax 

889 

418 

427 

050 

110 

29 

Dividends 

283 

158 

187* 

157* 


- 

Liabiliiies/asseis 

Paid up capital 

1131 

1131 

1050* * 

650** 

4184 

4147 

Reserves and surplus 

2304 

1699 

14,36 

1593 

126 


luing term loans 

4291 

4295 

5696 

4311 

1254.1 

11043 

Short term loans 

5.391 

5125 

2776 

1543 

3568 

- 

Other liabilities 

5419 

4473 

2532 

2.343 

3451 

1172 

Gross fixed assets 

16053 

15.595 

9429 

7674 

16.307 

1.3191 

Accumulated depreciation 

10286 

9621 

27.36 

2086 

1265 

272 

Inventories 

5900 

4955 

3308 

2285 

4662 

1013 

Of which finished goods 

3808 

3309 

1193 

932 

1588 

140 

Receivables 

5676 

5047 

2424 

1706 

2559 

V2 

Loans and advances 

2115 

1921 

951 

812 

12% 

1816 

Cash and bank balances 

94 

95 

III 

46 

238 

112 

Investments 

Other assets 

III 

115 

4 

4 

74 

‘W 

Ttxat Uabilities/assets 

19664 

18142 

13491 

10441 

23871 

16.36.1 

Kty financial ratios 

Thrnover ratio 

1.07 

o.% 

0.79 

0.88 

0 26 

0 09 

Return on sales 

8.64 

7.76 

10 20 

II 71 

18 22 

16 28 

Return on investment {V») 

9.27 

7 42 

H.Ol 

10 29 

4.70 

1 49 

Return on equity (%) 

25.88 

14.77 

I^.IS 

29.25 

3 02 

-0 70 

Earning per share 

78.55 

36.% 

4.27 

6.56 

0.31 

# 

Dividend (W) 

25 

. I'l 

18 

25 

— 

... 

Book value per share (Rs) 

403.33 

375.50 

24 36 

21.93 

10.29 

9.40 

Current market price 

1350 

_ 

110 


57,50 

— 

P/E ratio 

17.19 

— 

25.76 


185.48 

- 


* Rs 7 lakh as preference dividend. ** Rs SO lakh as preference share capital 
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quality tredabie debt, a default by one 
debtor need not trigger a decline in the 
value of all commercial paper. Rather, 
MMFs have been af stable as bank 
deposits without the prop of governntent- 
Tinanced insurtnot 

Gorton and i^nnacchi observe that if 
MMFs can do the job of deposits, finan¬ 
cial companies can take over from banks 
as lenders. Such firms are inherently less 
prone to runs than banks. They are fund¬ 
ed by investors who, unlike dep^tors and 
holders of MMFs, accept that the value 
of their securities will fluctuate. Though 
their assets are illiquid, improvements in 
financial technology enable investors to 
monitor the creditworthiness of non-bank 
lenders. 

As securitisation conquers banks’ 
balance-sheets, lending itsel f could wither 
away. When all debt is liquid and tradable, 
savers will store their wealth not in bank 
accounts but in pools of securities that 
represent direct claims on companies, 
governments and individuals. Portfolio 
managers, rather than bankers, will mind 
these stores of wealth under the scrutiny 
of watchful but unobtrusive regulators. 
Computers will banish the mystery that 
now obscures the real value of banks’ debt 
holdings. Demystifying money is safer 
money; it is ignorance that causes bank¬ 
ing panics. Gorton and Pennacchi state in 
conclusion. 

Does this ring true in the context of the 
present controversy over banks’ securities 
business in this country? 

INDIAN DYESTUFF 

Revamped Product-Mix 

The companies for review this week are 
quite a mixed bag, but they all possess 
presently good promise which is par¬ 
ticularly relevant in the context of the 
equity boom having gone suddenly bust. 
Among them, Indian Dyestuff Industries 
(IDI) is doing far better than before, 
Polychem, in difficult times for some 
time, will gain from the revision of 
customs duty on imports of polystyrene 
vis-a-vis imports of raw material, ethyl 
benzene and styrene monomer announced 
in the budget, and likewise nascent DCT. 
Polyesters, which is just five years old, will 
profit from the budget's bounty for syn¬ 
thetic fibre and yarn industry, now that 
the company has gone into full produc¬ 
tion. With the current reversal of the 
equity boom, IDI, Polychem and DCL 
Polyesters scrips may be among the ones 
contending for investors’ attention. 

IDEs results for the year to March 1991 
show the improved trend in the company’s 
working which the directors confirm by 
ascribing the results to higher overall pro¬ 


duction at all the three friants, the quan¬ 
tity of dyes produced sh^ng an Increase 
from 3,982 tonnes to 4,272 tonnes (though 
production of dyes intermediates dropped 
marginally from 3,610 tonnes to 3,566 ton¬ 
nes) and that of organic-inorganic heavy 
chemicals from 43,615 tonnes to 44,283 
toimes. Competition from small-scale 
units having an advantage of excise relief 
remained still a cause of concern in 
respect of certain dyestuffs and optical 
brighteners. But the company’s perfor¬ 
mance improved despite that as it (i) rear¬ 
ranged the product-mix and also added 
new products to achieve better capacity 
utilisation and improve profitability; 
(ii) ensured continuous availability of raw 
material to entiure uninterrupted produc¬ 
tion; (iii) took effective steps to control 
inventories, recover old dues and bring ac¬ 
counts receivables on line; (iv) realised 
better prices for certain products; and 
(v) supplied additional qualities to the tex¬ 
tile sector in view of its better perfor¬ 
mance. Thanks to all this, the working for 
the first quarter of 1991-92 also remained 
satisfactory. 

With increased business, on one hand, 
and the conditions of inflation prevailing 
in the economy and of import curbs dur¬ 
ing 1990-91, the company experienced 
considerable pressure of requirements of 
working capital. It raised Rs 1,000 lakh 
of debenture capital, bringing the ag¬ 
gregate of debentures to Rs 2,400 lakh, 
and also sought enhancement of cash 
credit limits by Rs 275 lakh with its 
bankers. It was sanctioned a term loan of 
Rs 109 lakh by the IDBI to finance the 
expenditure on its energy saving project. 
It also repaid, at the same time, amounts 
falling due on term loans to the financial 
institutions and, besides, redeemed 
4,00,000 IS per cent secured non- 
convertible debentures of Rs 100 each 
issued in November 1983, at a premium 
and paid a third instalment of Rs 20 in 
respect of outstanding debentures issued 
in April 1980. 

IDI is taking seriously to export of its 
products, recording an increase in export 
turnover from Rs 8.91 crore to Rs 52.39 
crore during 1990-91. The company has 
established two joint ventures—Matangi 
Dyestuff industries in Thailand and 
Sunbelt Corporation in the US—and 
earned from them for the calendar year 
1990 Rs 76.04 lakh in foreign exchange by 
way of dividends, royalty and technical 
fees. Encouraged by these joint ventures 
as they have established its physical 
presence in the east and the west and 
opened up new opportunities for exports, 
IDl has decided to set up a company 
based in the UK to strengthen its presence 
in unified Europe as it is in the making. 
The proposal, with the provision of 25 per 


cent subscription of the UK oorapany’s 
inidai share capital of £ l^O^X), has bm 
approved by the-government, The com¬ 
pany is also establishing a 100 per cent 
export oriented unit for the manufacture 
of copper phthalocyanines (CPQ at- 
Baroda in association with Italy’s vroild 
renowned EniChem Group. 

POLYCHEM 

Customs Duty Anomalies 

The problem of cheaper polystyrene 
imports, besides styrene monomer, due to 
lop-sided customs duties prevailing finds 
a mention in the directors’ rqxtrt of 
Polychem for the year ended March 31, 
1991. However, relief came in this regard 
in this year’s union budget. The anomaly 
was rectified with the duty on benzene 
itself being reduced from 40 per cent to 
25 per cent ad valorem and on ethyl 
benzene from 90 per cent to 40 per cent 
ad valorem, besides on styrene monomer 
from 45 per cent + Rs 1,700 per tonne 
to 40 per cent ad valorem, bringing the 
rates on raw material imports lower com¬ 
pared to 52.5 per cent for polystyrene. 
Although excise on polystyrene was in¬ 
creased in the budget from 30 per cent to 
40 per cent, the advantage of the revision 
in customs duties will accrue to Polychem 
during the current financial year. 

With the disadvantage continuing, pro¬ 
duction of polystyrene and styrene 
monomer was affected during 19^91, 
while production of VAM, IMFL and 
ABS recorded a marginal increase. 
Besides, full benefits due to teething 
problems on establishing polyvinyl 
alcohol plant and expansion of ABS plant 
did not accrue, while owing to higher 
interest and depreciation provision net 
profit was lower. However, polyvinyl 
alcohol produced by the company was 
well received by the market. 

ATTENTION 

Scholars/Rcadcrs 

For your rcquircmcnl of Rare, Out-of- 
Prini and New Boolcs and government 
publicatinns on Indu, write to or visic:- 

Prabhu Book Service 
Sadar Bazar, 

Guigaon, Haryana 122 001 
India 

Tel: 01272 - 20588 

VUc arc also interested In purchasing 
.single books/lndivldual collec¬ 
tions/whole libraries of antlque/raic 
books Books signed by Mahatma 
Gandhi, Jawaharlal Nehru, Indira 
Gandhi, Rajiv Gandhi, Tagore and 
other rtationalist leaders art of 
special Interest. 
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The cotnpuy niooenftilly ootaunisik^ 
ed In April 1991. its 7^ tonnes noetic 
acid project, bedto estaUbhing n 132 KV 
sub-station for its fhdhties at Nira in 
P framati district- The acetic add plant 
will cover fully the requirements of the 
VAM plant, wMIe the new sub-station will, 
improve power supply for the units at 
Nira. The company is taking steps to 
implement 80,000 tonnes styrene 
m6nom« and 40,000 tonnes polystyrene 
projects in Raigad district and has finalis¬ 
ed agreements of foreign technical col¬ 
laboration for them. It has applied to the 
central government for substantial 
expansion of alcohol distillery up to 
23,000 kl per annum and beoi allotted the 
required molasses by the government of 
Maharashtra. Gujarat Foly-AVX Elec¬ 
tronics, promoted by Polychem for the 
manufacture of multi-layer ceramic 
capacitators at Gandhirugar, Gujarat, has 
recdved necessary permissions from 
government authorities, purchased land 
and signed required foreign collaboration 
agreements. 

DCL POLYESTERS 

Successful Start 

The results for 1990-9j of DCL 
Polyesters reflect the operating perfor¬ 
mance Of two extruder spinning lines 
based on purchased chips for the full year 
and three months’ production of yarn 
from the remaining six direct spinning 
lines fed from the polycondensation plant 
on its commissioning into production. 
With the three months of full production 
that was attained, it was possible for the 
' company to produce 7,430 tonnes of 
polyester filament yarji-chips of high 
quality as was recognis^ by the market. 
What is important in the present context 
is that the company has come into pro¬ 
duction of PFY with the excise duty, 
which was hiked by Rs 18 to Rs 84 per kg 
in December 1990, having been reduced 
in this year’s union budget to Rs 62 per kg. 

Making a successful start, DCL 
Polyesters has had re-endorsement of its 
capacity from 13,000 tonnes per annum 
to 25,000 tonnes per annum from the 
government. The capital outlay on the 
project on implementation increased to 
Rs 1^.30crore But the company was able 
to meet the increase in the project cost 
with internal accruals and by a short-term 
loan flom the IDBL Experiencing fre¬ 
quent power dips, coupled with cuts in 
power supply from the state grid, the com¬ 
pany has proceeded to instal an uninter- 
nip^ power supply system, securing a 
term loim of Rs 300 lakh from the IDBI 
under its equipment finance scheme. The 
system was expected to be commissioned 
by October 1991. 


IN THE CAPITAL MARKET 

Shree Vaani Sugars and 
Industries 

Shrec >bani Sugars and Industries, 
promoted by T Suryachandra Rao, 
S Gokul and V M G K Murthy along 
with their friends and associates, is enter¬ 
ing the capital market on May 18 to part 
fuiance its Rs 30.8 crore sugar project. 
The project is located in Mudipapenapalle 
viliaK Punganur Mandal in the large 
cane growing belt of Chittoor district, a 
state notified as category B backward 
area and is digible for slate subsidy. The 
area of operation of the proposed fac¬ 
tory has ideal soil and agro-climatic con¬ 
ditions for cane growing. Commercial 
production is expected to start this 
month. The company has received sanc¬ 
tion from the Andhra Pradesh State Elec¬ 
tricity Board for supply of 700 KVA 
power and is installing a 2.S MW turbo 
generator for captive power generation. 
Besides, two diesel generating sets for 
meeting the requirement during the start¬ 
up and as a stand-by arrangement have 
been installed. It plans to crush 3.5 lakh 
tonnes of sugarcane during 1992-93 
which will be stepped up to four lakh 
tonnes per annum during the normal 
year of operation 1993-94. The Andhra 
Pradesh sugar and cane commissioner 
has issued a notification declaring 566 
villages as the factory zone covering 
about 16,000 acres of land under sugar¬ 
cane cultivation m that area for five 
crushing seasons commencing from the 
1990-91 season. The sugarcane available 
from the said notified factory zone would 
be about 4.8 lakh tonnes. 


Rhino Tyres 

Rhino Tyres is issuing 70,90,000 equity 
shares of Rs 10 each for cash at par ag- 
pegating Rs 7,09,00,000. Out of the 
issue, 3,54,500 shares are reserved for 
preferential allotment to Indian working 
directors/employees of the company and 
the remaining 67,35,500 shares are being 
offered to the Indian public. The issue 
will open on May 19. It is setting up a 
Rs 2,428 lakh project at L Kota Mandal, 
district Vizianagaram in Andhra Pradesh 
for the manufacture of one million tyres 
and tubes for mopeds, scooters, motor 
cycles, auto rickshaws, jeeps, passenger 
cars, tractor fronts, tractor trailors and 
animal drawn vehicles. The project cost 
will be financed by equity capital of 
Rs 1,235 lakh (promoters Rs 411 lakh, 
APIDC Rs 25 lakh. Mutual Funds Rs 110 
lakh and public Rs 709 lakh), term loans 


of Rs 1,158 lakh (from ICICI. IDBl and 
IFCl Rs 1,108 lakh and from banks 
Rs so lakh) and state subsidy of Rs 15 
lakh. Commercial production is expected 
to commence by July 1992. SBI Capital 
Markets and Faifgrowth Financial 
Services are the lead managers to the 
issue. 


Herdillia Polymers 

Herdillia Polymers, a joint pro¬ 
motion of Herdillia Chemicals and, 
Maharashtra Petrochemicals, is esta¬ 
blishing ill technical collaboration with 
Fitu Technology, US, a Rs 21.30 crore 
project in Thane; Maharashtra, for the 
manufacture of 3,000 tonnes of poly¬ 
butenes per annum for use in the manu¬ 
facture of lubricating oil, jelly for cables, 
engine oils, adhesives, sealing com¬ 
pounds, etc The raw material isobutylene 
rich C^ feedstock is to be obtained from 
the National Organic Chemical In¬ 
dustries for polymerisation to obtain 
polybutenes and the unreacted feedstock 
will be returned back to NOCIL. The 
project cost is to be funded with Rs 7.80 
crore of equity and Rs 13.70 crore of 
term loans. Herdillia Chemicals is 
subscribing Rs 1.94 croie of share capital, 
MPCL Rs 2.02 crore, Indian directors 
and their friends Rs 1 crore, and the 
balance share capital of Rs 2.83 crore is 
being offered for subscription to the 
public 

Vijay Fire Protection 
Systems 

Vijay Fire Protection Systems, 
an existing company which has paid 
dividends at rates of 15 to 25 per cent for 
the last six years and issued bonus shares 
with one more in the proportion of 3:2 
being in the pipeline, is making a public 
issue of 3,80,000 equity shares of Rs 10 
each at a premium of Rs 10 per share and 
75,000 14 per cent fully convertible 
debentuies of Rs'250 each at par. The issue 
price of equity shares and that of first 
conversion of debentures into equity ate 
fixed uniformly at Rs 20 per share. The 
company, which has installed facilities 
for the manufacture of fire protection 
systems at Umergaon in Valsad district, 
Gujarat, is taking up manufacture of 
some critical components, namely, 
deluge valves, nozzles, detectors, contr^ 
panels and interface units, in technical 
collaboration with Preussag AG^ Ger¬ 
many, and Autronica. Norway, commen- 
dng production next month. 
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Shrce Vaani Sugais and Industnes 
Limited We aie implementinq a Rs 3080 
lakh!, pioiect involving the ealablishment ol 
.1 2b0n TCD yuQdi (actoiy at 
MudipaiMiiapalle ViUuge, Punganui 
Maiidal in Chittnoi DiMiict ol Alidhra 
Ptadesh a 'B' talegoiy buckwaid area 
We have decided to site the lactoiy in 
('hllioor iiecaiiso ol the soil and 
atjin climatic conditiont. (iiovailinq in die 
aiea which, in ct)inbin.ition. will poim.t us 
to undeitahe cTushing orwiatioius from 
Novenihei to June And also step up oui 
iiugai lecovery rate much higliei than the 
industry noim 

Oui management, owing to its 
oveiwhelming exiieiience ol one liuiidied 
and twenty man yeats in the sugai 
industiy. has siiccesstully kept the pioject 
implementation cost .ippieciably below 
the usual And m th<> piooesa 
sUenqthenist die pioiect viability 
All we need loi surrest. now is youi 
paitinpaiion 

PUBLIC ISSUK OF 91,50,000 
EQUITY SHARES OF Rs 10/ EACH 
FOR CASH AT Pi\R 
AGGREOATING Rs 9,16.00.000 


HIGHUGHTS 


■ Promoteis with vast expenonce m 
setung up of sugar and othei indusuies 

■ Factory located In the midsi ol laige 
sugarcane groWmg area, with about 
16.000 acres of sugarcane area under 
factory zone 

■ Production expected by May. 1992 

■ Eligibie for uicenbves of higher treosale 
quota lor a period of 7 years 

■ Easy liquidity - lisbng at Hyderabad 
and Bombay Suxik Exchanges 

RISK FACTORS 

■ Suoar IndiuUy rwrlormanoe deiiends on rawms 
good quality 1000(001)0 oop the yield potanuol 
the Dontent o( auoaee lOc which are in fum 
dependant on the agio cUmatic oondtuna 
pmvalbng 

■ The proiitalDtbty dapondi upon the pricing pohey 
ol the government iof wgvoMe and tovy ougoi 
the riao ol hwy U) freMit lugM and inaenttvea 
offered to new augot untto/auoai tnduolry by way 
ol lugher quorttny cf freOMlt oiigar 

■ Sugar tndtutry oparatae on lihionel bat Any 
advone attuatlon durag Che peak aaaeon wtu affect 
the oiierattona and piolliabtIKy ol iha Oompony 

■ AdecMte availabtlfty ol raw matanal and power to 
cnucel to tha cpaiatlon ol the Oompony 


PERCEPTION OP THE MANAGEMENT 

■ Tha lactory having been located in the augarcane 
growing area whve tha larmera are well vereed 
with the ratoino ol eugeroane crap, the Obmpany 
to aeaurert ol aupply ol good quabty cane 
throughout the eeoaon Except for unforeeeia) 
circwTvrtanoBB the agro dimauc ccskSUom ere 
qiute auttahle toi culUvatKici ol the augaicane aop 
to get reasonable yields The Company does not 
envisage any dtneufty in procurement ol sulOctont 
guonUty of quality cane (or oporailng tiie (aciciry 

■ The present government policy tOfAds sugar 
industry v not dsoouraging and the Company to 
cxpocung that even if any change oocuia. K wouW 
be in favour ol the Industry Under the pia 
cccnario 


■ r fAij Mu««acMB TO n« aauc 
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Ma r ohant IsnliEig Servtcm LW 
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SHREE VAANI SUGARS 
AND INDUSTRES LIMITED 

negBtared Office 1 207,OA^SheMConipiei.M-tf 
AmeogeLHydBrabad 500016 

There are many sugar companies...'and then, theie is Shiee Vaani. 
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Calcutta Diary 

AM 

Nothing is impermissible, or impossible, in love and war. The 
World Bank loves the Indian government and it has willed the 
Indian growth rate to be 5 per cent this year. Come hell or high 
water, the on-the-face-of-it unreachable target has to be 
transformed into reality. There are ways and ways of bri^ag tl» 
miracle off. 


BEAUTY is in the eye of the beholder. So 
too arc, apparently, prospects of economic 
growth. The World Bank, pleased beyond 
measure with the way the government of 
this country has conducted itself in recent 
months, has taken to crystal-gazing: with 
such excellent things happening to it, the 
Indian economy, it has not the least 
doubt, is going to grow by S per cent in 
the current year. 

Gumption ha.s one major advantage: it 
does not have to conform to any law of 
credibility. Despite averagely good rainfall, 
agriculture has stagnated in the country 
over the past few years; in 1991-92, overall 
farm production might have in fact come 
down by a notch or two from the level 
attained in the preceding years. The rate 
of industrial growth, even according to 
official statistics, has been negative in the 
last fiscal year. Exports, despite , the 
devaluations and the partial convertibili¬ 
ty of the rupee, have made no strides at 
all. The volume of employment has 
declined in both town and country, the 
culpability for which lies in the govern¬ 
ment’s acts of both omission and commis¬ 
sion. Meteorologists have forecast below- 
normal rains during the ensuing season, 
thus hinting at the probability of another 
disappointing kharif crop. Foodgrain 
prices are currently rising at the rate of 
more than 25 per cent per annum; once 
the rains fail, the situation could well turn 
much worse. A vast majority of people 
would then divert a larger proportion of 
their income than before to procure food; 
as a result, the demand function for 
industrial goods is likely to weaken fur¬ 
ther. And the raucousness the ‘exit’ policy 
has provoked could do havoc to the supply 
side as well; large-scale discontent and 
agitations do affect production. While 
public investment is planned to be cut 
back, private investors are lush with funds 
gifted to them through governmental 
gestures, which have encouraged illegal 
hoards to gain social respectability. All 
such resources woukf henceforth be 
deployed exclusively for stock manipula¬ 
tions; the humdrum business of industrial 
expansion is never the cup of tea for 
professional speculators. But no matter; 


foreigners, so vouchsafe official hand-outs 
distributed to the media, are a-coming; 
approvals for collaboration arrangements 
have exhibited a quantum leap; the total 
outlay, in case these approvals really 
fructify into investment, could be more 
than ten times of what the approvals 
added up to in. any of the recent years. 

Much of this is self-delusion, or 
building castles in the air. For, there arc 
parallel stories which condradict one 
another. Earlier dreams of private foreign 
capital flowing in to the extent of 3 billion 
dollars annually have gone with the wind; 
such inflows, official sources now admit, 
could at most be around 600 million 
dollars; let a few mote months elapse, the 
estimate might once more be halved. 
Private investors from overseas and the 
transnational companies are great 
believers in keeping their options open. 
They will watch and wait, wait and watch. 
A wizened crowd, they must be eyeing 
with grave suspicion the stock market 
boom, which could well be. if experience 
IS any guide, the precursor of a resoun¬ 
ding crash. 

Nothing is however impermissible, or 
impossible, in love and war. The World 
Bank loves india, meaning it loves the 
Indian government, and it has willed the 
Indian growth rate to be S per cent this 
year. Come hell or high water, the on-the- 
face-of-it unreachable target has to be 
transformed into reality. There are ways 
and ways of bringing the miracle off. 
Assume output continues to stagnate in 
both agriculture and industry; that is to 
ray, material production does not pick up 
in the current year. Never however ray die. 
The primary and secondary sectors may 
perform disappointingly; but the tertiary 
sector remains. The services, which con¬ 
tribute as much as 40 per cent of national 
income, are not to be taken lightly. The 
rate of growth in both agriculture and 
industry may be zero, the rise in national 
income could nevertheless attain the rate 
of S per cent. This would be so provided 
the services sector expanded at the rate of 
roughly 25 per cent. Or grant the output 
pessimists even further leeway. Were the 
rate of growth in farm and industrial out¬ 


put to turn out to be negative, the 
arithmetic need not still be rendered 
hopeless, growth in the tertiary sector 
could be jacked up to 30 per cent—or 40 
or 50 per cent—and the stipulation of an 
overall rate of growth of 5 per cent duly 
met. 

Is that feasible? Now that socialism has 
been formally declared to be dead, 
national income accounting procedures 
pursued by the erstwhile second world | 
countries, whereby only material output 
was taken into oonskteration in measuring 
income growth, can be kissed a rough 
good-bye. Services might be enlisted to 
grow in the manner and at the rate the 
government and the Fund-Bank bosses 
would want it to. There is a special advan¬ 
tage from having, on tap, the tertiary sec¬ 
tor: expenditure here automatically turns 
into income, neither the weather nor the 
state of industrial relations can throw a 
spanner in the works, if last year defence 
spending was Rs 20,000 crore, and this 
year this outlay is raised to Rs 30,000 
crore, the additionality of Rs 10,000 crore 
is reckoned in the relevant statistical 
estimates as contribution to growth in 
income, no such hocus-pocus as of query¬ 
ing whether any extra physical output 
materialised as a result of the extra outlay 
is involved. Other hopeful indicators too 
abound. Industrial production might 
come to a total surcease; sticklers-for- 
rectitude statisticians would nonetheless 
agree to regard the intensified activity in 
the stock exchanges, measured by the rise 
in aggregate turnover in the course of the 
year, as accretion to national income. This 
turnover has already soared 25 to 30 times 
compared to transactions in the cor¬ 
responding period last year, and could 
soar still higher should the government 
choose to be even more kind to black 
money and [permit more mutual funds to 
arrive on the scene. And in case the threat 
of the Dunkel proposals works—hardly 
any reason is discernible 'at the moment 
why it should not—foreign banks and 
insurance companies would come flock¬ 
ing; so would the builders of five-star 
hotels and luxury resorts; their activities 
would contribiite to an even more im¬ 
pressive jacking up of the gross national 
product. The rate of intra-mural transac¬ 
tions of funds concentrated in the hands 
of a limited number of people would 
accelerate; such transactions would lead 
to feverish creation of service activities 
and therefore to further rise in national 
income. The possibilities are indeed 
endless. The essential point is not to lose 
sight of defence spending. Once the hassle 
over India’s delivery system purchase from 
the Russian republic is satisfactorily 
resolved, and a good part of such pur¬ 
chases is transferred to the account of 
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those titl-now-rether-unfairly-described as 
merchanu of death in the United States 
and western Europe, who knows, the tat¬ 
ter might even be willing to offer India a 
generous line of credit. In the upshot, 
national income could zoom further. 
Beauty, and optimism about growth, are 
attribuuble not just to the lover’s inclina¬ 
tions; with a little co-operation from 
national income statisticians, some 
cosmetics could be arranged so that, the 
lover apart, the rest of the watching world 
too are persuaded that where there is a 
will, there is a way, national output would 
grow even when material output does not, 
even when employment fails and the 
economic hardship of the nation’s 
majority beggars description. 

The signs are indeed propitious. The 
state of turbulence in Kashmir, Punjab 
and the north-east, as much as the ram¬ 
paging inflation, would be most helpful 
in pushing up the rate of national income 
expansion. The Armed Services (Special 
Powers) Act and the Terrorist and Disrup¬ 
tive Activities (Prevention) Act mirror 
only a crude facet of the reality. The 
unrevealed aspect is the need for procur¬ 
ing equipment and other materiel which 
could add concreteness to the intention 
underlying the two pieces of legislation. 
We are, as a matter of fact. Oh the verge 
of enunciating a major economic princi¬ 
ple: while conditions of insurgency bring 
the process of material production to a 
halt, it nonetheless contributes to a 
substantial increase in national income 
because of the enlarged outlays aimed at 
improving the fighting capability of the 
forces of law and order. 

A similar view is called for in the con¬ 
text of runaway inflation as well. D'ue, 
other things remaining the same, rising 
prices miliute against the prospect of ad¬ 
vances in the real rate of growth in 
industry and agriculture, resources get 
diverted from production to speculation. 
The phenomenon has its compensations 
though. If inflation threatens to reach 
beyond the point of endurance, large-scale 
civil disturbances could break out, just 
anywhere in the country, and on any 
pretext, for example, a minor rumpus bet¬ 
ween two groups of boys over a disputed 
goal in a soccer match or a casual wolf 
whistle directed at a comely damsel cross¬ 
ing the street, or someone trying to 
jump the queue at the fair price shop 
distributing scarce kerosene, or a jolly 
good fracas between two ruling party fac¬ 
tions each trying to corner the contracts 
for building construction i n a block or a 
ward or a city precinct. The combination 
and permutation of circumstances leading 
to a first rale conflagration are endless. 
Everything however to a good cause. Even 
the most cynical member of parliament 


belonging to the moit otioie of the op¬ 
position parties wouM have to go along 
with the point of view that conditions of 
an intend siege must not be allowed to 
develop, sufHctent allocations must 
therefore be made to ttrengthen the police 
and paramilitary personnel. That general, 
who mildly questioned the wisdom of 
deploying armed forces to quell internal 
disturbances, was speaking out of turn; 

he has evidently no grounding in 
economics either. A disequiiibrated poli¬ 
ty is, a simpleton might think, ruinous for 
all productive activities, thereby spelling 
doom for the nation. He could not be 
more wrong. Widespread disturbances in 
the system give a boost to defence and 
police expenditure, and provide a spurt to 
the tertiary seaor; it is a happy coin¬ 
cidence that, in the wash, the World 
Bank's prognostication concerning the 
Indian growth rate is also likely to come 
out right. 

This is an extraordinary situation, but 
not unique. The 5 per cent plus annual 
rate of growth during the prime 
ministerial tenure of Rajiv Gandhi was 
brought about by 8 similar stratagem. The 
overall rate of growth in the 80s in the 
primary and secondary sectors taken 
together barely exceeded the rate of 
population growth. An illusion of highly 
satisfactory aggregative growth could still 
be fostered v3l an expenditure spree in the 
services sector, backed up by rampant 
credit creation. The ruling classes learn 
nothing, but they also forget nothing. The 
low-level manoeuvres the incumbent 
prime minister is currently indulging in is 
to dispel the notion that the Gandhi- 
Nehru epoch has reached its finale That 
notion could not be more misleading; the 
more the Congress changes, the more ii 
remains the same The one-person-one- 
post rule is sacrosanct, but an exception 
continues to be made for the prime 
minister; one-half of the members of the 
working committee must be elected, but 
they must be elected by members 
nominated from the top, and having been 
elected, they must be coaxed into resign¬ 


ing so that the supreme leader might have 
the final say. The pattern is similarly un¬ 
changed in respect of economic manage¬ 
ment. The economy may be ih rack and 
ruin, but vrtiy bother, the rate of growth 
would atill reach 5 per emit per aiuium. 
The d^KHiement, in whatever manner 
achieve^ would gladden the heart of the 
World Buk, and the Aid India Consor¬ 
tium too vrould be adequately impressed. 
The statistical sleight of hand is not 
something one could conscientiously ob¬ 
ject to. After all, nearly 70 per cent of the 
national income in the United States is at¬ 
tributable to the performance of services, 
what is wrong if we follow an identical 
model? The fact that the American an¬ 
nual per capita income exceeds 30,000 
dollars, while ours hovers around 300 
dollars or less, is scarcely relevant. The 
basic truth in economic science is the 
universality of its principal postulates. 
Those who are not efficient will wither 
away. Those who have learnt the trick of 
manipulating income growth via expen¬ 
diture on services will prosper. More 
foreign credits will be arranged for them. 
An illiterate opposition will, meanwhile, 
chew the cud of indecision: will it be man¬ 
ners to attack this government since it is 
yet to conclude one year of existence, and 
the alternative prospects are equally bleak, 
or worse? 

One catch though in this beautiful 
mocfel of 5-per-cent-growth-in-national- 
income-despite-zero-growth-in-material- 
production. The model calls for vast sums 
of spending on the part of the government 
to stimulate the services sector. Since 
direct taxes are out on theological and 
class grounds, there has to be recourse to 
either indirect taxes or credit creation. 
Both stoke the fire of inflation. The in¬ 
flation could of course be partly quietened 
by heavy imports, which would however 
mean that the close to 6 billion dollars of 
foreign exchange reserves the finance 
minister has built through assiduous beg¬ 
ging over the year would simply disappear. 
Easy come, easy go. A small matter, our 
sovereignty too goes as a consequence. 


I.C.S.S.R. 

Western Regional Centre, Bombay University Campus, 
Kalina, Bombay 400 098 

Applications are invited for the post of a Research Assistant for an l.C.S.S.R. 
.Sponsored research project to study on the relationship between paper In¬ 
dustry and the forests. The duration of the post is two years. The con¬ 
solidated salary for the post is Rs 3000A per month. Candidate is required 
to have a second class master’s degree in EconomicsAIomincrec and should 
be prepared to undertake field trips as a part of the project work. First class 
■Ravel and Daily allowance at the rare of Rs I50A per day would be paid. 
Application should reach the Projea Director at the ^>ovc address, within 
ten days from the date of the Advertisement. 
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INTERNATIONAL AFFAIRS 


Religious Pride and Prejudice 

GPD 

For the west, the US in particular, the * fundamentalist’ stereotype 
is not Saudi Arabia or Afghanistan, but Libya. And the Islamic 
world is much too locked in pride and prejudice to see through 
the western game. 


NOT very unexpectedly the Mujahideen 
rinaliy made it to power in Kabul. 
Whether they do so in Afghanistan is yet 
to be decided. A lot is going to depend 
on Hekmatyar’s attitude and also on inter¬ 
ethnic relations in Afghanistan. The 
future of the new Islamic regime there is 
going to depend upon pre-lslamic factors 
and on the ‘l-am-more-islamic-than-thec' 
leaders of the various factions. But there 
seems little reason to doubt that the 
14-year civil war is finally over. The 
Afghans can return to their poverty and 
squalor. They can continue to hope, as 
many others do in Asia, that fundamen¬ 
talism can deliver a decent life to them. 
Ikmples, mosques and sacred texts do not 
make for a modern government. They are 
not nfeant to. But nobody is in a mood 
to see that. The Saudis would have been 
a great nation a long time ago. They are 
not. They cannot be. They have become 
American satellites of the worst kind. This 
is also the reason why the western media 
are always careful to talk of Libya when 
they speak of Islamic fundamentalism. 
But that still does not alter the fact that 
Saudi Arabia is fundamentalist and that 
fundamentalism has not taken it any¬ 
where. it is doomed to abject dependence 
and backwardness. 

Mujadidi, the new president of 
Afghanistan, is in no mood to see the 
limitations of theocracies. He is 
celebrating victory and perhaps should be 
excused if he overstates his case in his hour 
of glory. What was extraordinary about 
his triumphant statements was his claim 
that the Mujahideen had defeated a super¬ 
power like the Soviet Union. This would 
tax the credibility of even the most faithful 
of his followers. For one thing, there is no 
Soviet Union in 1992. Whom did the 
Mujahideen finally and really defeat? 

The professor of Islamic theology that 
Mujadidi once was need not be so 
ignorant of international politics. 
Gorbachev and Yeltsin had done the job 
for him. Brezhnev’s decision to move in¬ 
to Afghanistan in 1979 was easily the most 
mysterious decision the Soviet leadership 
had taken in its 70-year history. Why did 


he go there to be caught “waist-deep in 
big muddy’’ is a problem nobody can 
really solve. The much-maligned Stalin 
was always very circumspect about 
employing his troops. He did not go into 
Yug(»Iavia. Nor did he intervene when the 
Greek civil war was going on. ‘Liberation 
by intervention’ began with the revisionist 
Khrushchev. In one sense the Soviet 
leadership beginning with Khrushchev 
was even more backward than the Stalinist 
leadership. It was its backwardness which 
brought about the interventions. It was 
also its backwardness that ultimately led 
to the fall of the Soviet Union. 

There is nothing new in this for Asia 
and the Asians. Mujadidi should have 
been the first to see it. But he did not, he 
cannot—because he has put history on its 
head by claiming that his ideology and the 
fight for it have brought about the fall of 
the superpower called the Soviet Union. 
He is not only historically wrong but also 
chronologically wrong. Ever since 
Gorbachev’s rise to power m 1985 
the Soviet Union had lost interest in 
Afghanistan. It was no longer the crucial 
issue for the Soviet Union. The amazing 
thing is that the Afghan government did 
survive for a good seven years after 
Gorbachev's suicidal politics went into 
operation. By that token Najibullah is the 
‘super-power’ the Mujahideen have van¬ 
quished. The defeated capital is Kabul and 
not Moscow. 

Religious pride and prejudice being 
what they are, it is unlikely that those who 
rule (or want to rule, as in India) in the 
name of religion will ever see that they 
have really achieved nothing. They have 
simply made starvation and death a little 
more tolerable because they occur in a 
political system sanctioned by the or¬ 
thodoxy and the sacred texts. We shall 
soon see this happening in Islamic 
Afghanistan as much as in Hindu India. 
Asians are doomed to die and to kill each 
other. It is a bit sadder when they do so 
in the name of god and the sacred texts. 

All this, however, is not merely a tragic 
accident of history. The dominating west 
has perpetrated this tendency over the last 


quarter of a century. The Americans in 
particular have both attacked fundamen¬ 
talism and encouraged and supported it. 
Those who think that Islam has taken the 
place of communism in the western world¬ 
view today—and there are many who do 
so, not entirely unjustifiably—forget the 
fact western dominance is dialectically 
related to a new and aggressive religiosity 
in Asia. Western interests are best served 
when Asians are thinking of today’s pro¬ 
blems in dated terms. The more dated 
these terms, the better it is for the west. 

The biggest attack on human rights in 
the world today is that of the west. The 
western media and government have in¬ 
stituted systems under which it would not 
be possible for the Asian to be truly 
modern. Let him destroy his states, his 
institutions, his languages, his culture in 
the name of god. We shall finance him if 
he docs so. This is the western logic. The 
west will control the resources. Let the east 
control religions. This is the neat division 
of labour. They should cat, we should 
pray. 

To view this merely as an Afghan 
phenomenon or as a Jamia Millia Islamia 
phenomenon or as the Ayodhya temple 
phenomenon is patently wrong. From the 
JKLF m Kashmir to the VHP in Uttar 
Pradesh everybody is playing the western 
game. The name of the game is .simple. 
Keep the Asians permanently enmeshed 
in their religious pride and prejudice. The 
world’s resources are then safe for the west 
to exploit. 

Gaddafi of Libya partially sees the 
game. Hence he is the pariah. One must 
say partially because even he is unwilling 
to articulate his grievances in aJNnguage 
which will mobilise non-Muslim Asia and 
Africa in a long, protracted struggle. As 
long as that is the case he will remain the 
one most ridiculed by the western media 
and the non-Muslim elite will, go along 
with that characterisation. It is easy to 
think in terms of stereotypes. For the west 
the ‘fundamentalist’ stereotype is not 
Saudi Arabia or Afghanistan but Libya. 
The Islamic world is much too locked in 
pride^ and prejudice to see the western 
game clearly. But one day it will. At least 
let us hope that it will. 
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INCENTIVES UNDER THE NEW TOURISM POLICY: More & Better 


T hp New Tourism Policy 
offers different incentive 
packages according to the 
formulated categories The common 
period for the incentives is 6 years 

Category I 

Hotels or motels, started 
commercially, are entitled to the 
following incentives under this 
category for the first 6 years, the 
growth centres have been identified 
where the projec ts will have* to be set 
up 

Details of Incentives: 

a) Total exemption of sales tax on 
cooked food served at eligible 
Hotels as defined should 
necessarily have a minimum of 10 
rooms for boarding 

b) 40% exemption in electricity duty 
at eligible tourism Units 

c) 50% exempticjn in luxury tax 
payable by the eligible tourism 
Units 

T he Unit which has created 
permanent assets is entitled 
to all the above incentives to 
the extent of 75% of the eligible 
capital investment Hence, the Unit 
which crosses the 75% limit, even 
during the first 6 years, is not entitled 
to further benefit of incentives 

THE ELIGIBLE GROWTH 
CENTRES ARE: 

1. Narayan Sarovar, Kutch 
2 Mandvi, Kutch 
3. Virpur, Rajkot 
4. Dwarka. Jamnagar 
5 Bet Dwarka, Jamnagar 
6 Ahmedpur Mandvi, Junagadh 
7 Porbandar, Junagadh 
8 Somnath, Junagadh , 

9 Tulsishy.im, Junagadh 
10. Madhavpur, Junagadh 
11. Palitana, Bhavnagar 
12 Gopnath, Bhavnagar 
13. Chanch, Bhavnagar 
14 Halvad. Surendranagar 

15. Bhimora, Surendranagar 

16. Tarnetar, Surendranagar 


17. Ambaji. Banaskantha 

18. Dantiwada. Banaskantha 

19. Balaram. Banaskantha 

20. Jasor, Banaskantha 

21. Shamlaji, Sabarkantha 

22 Idar, Sabarkantha 

23 Taranga, Mehsana 

24 Modhera, Mehsana 

25 Mahudi, Mehsana 

26 Vadnagar, Mehsana 

27 Siddhpur, Mehsana 
28. Nalsarovar, Ahmedabad 

29 Lothal, Ahmedabad 

30 Dakor, Kheda 

31 Utkantheshwar, Kheda 

32 Galteswar, Kheda 

33. Kadana, Panchmahals 

34. Kayavarohan, Vadoddra 

35 Pavagadh, Panchmahals 

36 Champaner, Panchmahals 

37 Ratan Mahal, Panchmahals 

38 Sardar Sarovar, Bharuch 

39 Malsamot, Bharuch 

40. Garudeshwar, Bharuch 

41. Ukai, Surat 

42. Bardoli, Surat 

43 Hajira, Surat 

44 Nargol. Valsad 

45 Ubhrat, Valsad 

46 Tithal. Valsad 

47. Dandi, Valsad 

48. Umbergaon, Valsad 

49. Saputara, Dangs 

50. Shial Bet, Amreli 

Category II 

Motels started as wayside facilities, for 
the benefit of tourists on National or 
State Highways, will be offered the 
following incentives for a period of 6 
years, on start of commercial opera¬ 
tion, subject to certain terms and 
conditions as given below. 

Details of Incentives: 

a) 50% exemption in sales tax on 
cooked food, in eligible motels. 

b) 25% exemption in electricity duty. 

c) 25% exemption in luxury tax. 

Terms & Conditions: 

1) Motels in the limits of Corporation 
notified area, municipality, are not 
entitled to get the benefit of 


, incentives. 

2) Motels within 5 kms from the 
Corporation limits of Rajkot, 
Bhavnagar. Jamnagar and within 
10 kms radius from the 
Corporation limits of Ahmedabad, 
Vadodara and Surat are not 
entitled to get the benefit of 
incentives. 

3) Motels should be located within a 
distance of I'/z kms from the 
centre (midpoint of the breadth of 
the road) of the National and State 
Highways, to get the benefit of 
incentives. 

4) Only the motels which conform to 
the standards prescribed by State 
Directorate of fburism are entitled 
to the benefits. 

Category III 

Under this category, all such ventures 
as Amusement Parks. Ropeways and 
Water Sports Facilities will be eligible 
for 100% exemption from enter¬ 
tainment tax for the first six years, 
anywhere in Gujarat. 

ONLY THOSE VENTURES WHICH 
ARE STARTED AFTER 1-1-1991 
WILL BE ELIGIBLE TO RECEIVE 
INCENTIVES UNDER ANY OF 
THE ABOVE CATEGORIES. 

Tourism Development: 
Also Human Resources 
Development 

To give an impetus to the employment 
opportunities and tourism enterprises 
in the State and to encourage 
participation by the inhabitants of the 
State, it has teen decided that any 
student (not in Govt. Service or not 
serving in Tourism Corporation) who 
is a bonafide resident of Gujarat and 
who is studying in a State or Central 
Govt, recognised catering institution, 
will be eligible to receive 50% 
concession in educational fees. In the 
form of State Govt. Scholarship. 


GOVERNMENT OF GUJARAT 
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Droughts, Starvation, Unemployment 
Some Corrective Measures 

S R Sen 

It is time we gave up our fetish for producing foodgrains even in 
poor soil and drought-prone areas and diversified our agricultural 
production, export and import pattern. If we did that we should 
be able to cope with our recurring droughts and consequent 
starvation and unemployment much better than at present. 


AT least since Joseph’s prediction of seven 
fat years and seven lean years, and probably 
even earlier, mankind has worried about the 
periodical recurrence of droughts and ways 
and means of coping with them. 

There are a few fortunate regions where 
droughts are never a serious problem, 
e g, north-eastern India. But in many 
rqiions periodical recurrence of dioughts of 
varying intensity has always been a matter 
of great concern. Defining drought as defi¬ 
ciency in the rainfall numerically equal to 
or greater than 25 per cent of the normal. 
It appears that, roughly speaking, there is 
probability of drought once tn two and a 
half years in west Rajasthan, three years in 
Gujarat, east Rajasthan. Punjab, west 
Uttar Wadesh, Tamil Nadu, Kashmir. 
Rayalaseema and Telengana, four years in 
east Uttar Pradesh, south Mysore and 
Vidarbha and five years in West Bengal, 
Madhya Pradesh, coastal Andhra Pradesh, 
central Maharashtra, Kerala, Bihar and 
Orissa. Severe droughts in the sense of either 
(i) more than SO per cent deficiency from the 
normal rainfall in one year or (ii) more than 
25 per cent deficicn <7 in two consecutive 
years tend, however, to recur at much longer 
intervals. 

FORLC ASTINCi DROUCiHTS 

A former director-general of the Indian 
Metcciuiogical Department (IMD), P K Das, 
had expressed the view that droughts were 
basically random phenomena and, therefore, 
no long-term prediction was feasible. 
However, IMD has now devised methods for 
forecasting droughts two or three months 
ahead of their likely onset. Their predictions 
for the last few years have proved to be 
roughly correct. But they are still sceptical 
about making longer-term forecasts. For the 
next south-west monsoon, the most impor¬ 
tant for the country, their forecast made 
early in April 1992 is that it may be late in 
coming and its total precipitation may be 
somewhat on the lower side. They have not 
predicted a drought but have promised to an¬ 
nounce periodical revisions of the forecast 
as the monsoon advances. 

On the other hand, the noted American 
statistician, Louis Bean, had expressed the 


view that rough long-term prediction of 
droughts was feasible for many locations 
and had predicted, within reasonable 
margins of variation, severe droughts in 
India in the 1960s and 1970s. Following the 
methodology elaborated by Bean. S K Ray 
predicted more or less successfully the 
droughts in the early 1980s and the good 
rains in the late 1980s in India. Ray’s predic¬ 
tions for the 1990s are normal or below nor¬ 
mal rainfall in 1991, 1993, 1994, 1996 and 
1999 and favourable rainfall in 1992, 1998 
and 2000. His prediction for 1991 has proved 
to be roughly correct. It is too early to say 
whether the actual data for 1992 rainfall will 
eventually confirm the prediction tliat Ray 
had made in 1988 or the forecast made by 
IMD in April 1992. Fven / the more op¬ 
timistic forecast made by Ray about the total 
rainfall turns out to be correct, quite a few 
regions in the country will still face problems 
of drought in 1992 also. If the IMD’s 
forecast proves to be correct a larger number 
ol regions will face the problem. If Ray's 
forecasts for the 1990s as a whole proves to 
be approximately correct, the Eighth Plan 
period will have significantly larger number 
of drought years than either the past Seventh 
Plan period or the future Ninth Plan period. 
From the very nature of such predictions, 
substantial deviations cannot be ruled out. 
But even if the deviations are 20 per cciii or 
so, such long-term forecasts studied along 
with the conventional probability estimates 
for different regions deserve to be taken in¬ 
to account in formulating the five-year 
plans. It is always belter to be prepared for 
a Irkely contingency ol droughts, even if they 
come a year earlier or later than not to be 
prepared at all. 

The commendable book entitled Unsla- 
hie Agriculture and Droughts by C H Rao, 
S K Ray and K Subbaiao (Vikas, 1988) 
presents data and analyses and makes 
recommendations from the macro aspect 
which are very important and should have 
been built into the draft Agriculture Policy 
Resolution and the draft Eighth Plan 
documents. But there is yet no operationally 
significant evidence of that. 

Similarly, the mo.st perceptive article 
entitled ‘Drought and Development’ by 
P R Dubashi {EPW. March 28) makes 


COMMENTARY 

equally useful recommendations from micro 
in addition to macro aspects. Dubashi's plea 
for making drought management measures 
an integral part of a ’compensatory develop¬ 
ment plan’ instead of the present ‘crisis 
management’ approach deserves urgent at¬ 
tention of the Planning Commission. 

Both these publications being quite con¬ 
cise should be read in full by our concerned 
planners and administrators. That is why the 
present article does not repeat their findings 
and recommendations and limits itself to 
making only a few supplementary points. 

Current Procedure 

The current procedure for dealing with 
droughts is to wait until a drought strikes, 
thereafter ban all food exports, increase food 
supplies to the vulnerable people through the 
public distribution system (PDS) out of buf¬ 
fer stocks and, if necessary, hurried imports 
and provide them with employment and 
income through public works programmes 
hastily contrived. If the domestic food stocks 
seem inadequate, public announcement is 
made of the government’s intention to make 
spot purcha.ses in foreign markets thus 
pushing up prices abroad. The public works 
programmes are often unplanned and largely 
comprise temporary constructions like 
kutcha roads, channels, bunds, etc, which arc 
frequently washed away by the next mon¬ 
soon. Due to competitive pressure from local 
politicians and bureaucratic inefficiency and 
corruption, scarce resources arc often 
thoughtlessly wasted. 

There is urgent need to revise the current 
drought code in the light of the recommen¬ 
dations of the two publications noted above. 

If a drought strikes, there should not be 
any ban, as in the past, on export of 
foodstuff lor which we have been able to 
secure a foreign .market after considerable 
effort. It takes a long time to build up such 
a market but once lost it is very difficult to 
regain it Instead of banning such exports 
as a result of populist pressure in limes of 
drought, we should adopt a firm policy to 
import the requisite quantities of wheat, edi¬ 
ble oils and pulses while permitting export 
of high price rice varieties and other relative¬ 
ly high profit foodstuff. 

Instead of making a public announcement 
of intended spot purchase tenders of our im¬ 
port requirements, we should secretly make 
arrangements through a number of brokers 
to make forward purchases of relatively 
small fractions of our total requirements in 
important futures markets abroad in June, 
when the prices are usually the lowest, for 
January-Fcbruary delivery. If the south-west 
monsoon in India, which is the most crucial, 
turns out to be satisfactory, we should sell 
off in October-November in the same futures 
markets some or the whole of these forward 
purchases at marginal loss and possibly even 
at some profit. If not, we should make 
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arrangements to ship these purchases to 
India in January-February. 

PUBLIC WORKS 

The public works should not be taken up 
haphazardly as at present but only out of 
the approved five-year plan schemes by ad¬ 
vancing them by an year or two as may be 
necessary. Enough of such schemes should 
be prepared and kept ready on the shelf well 
ahead of time for use in such contingencies. 

It is the landless labourers and rural 
artisans numbering about 60 million and 
marginal farmers having less than I ha of 
land and numbering another 60 million who 
are today the groups most vulnerable to 
drought, shortage of food and shortage of 
employment. The hard fact has to be square¬ 
ly fac^ that for some decades to come they 
cannot be found alternative employment in 
the organised sector which now provides 
total employment only to 25 million even 
after four decades of economic develop¬ 
ment. Much of the-needed employment for 
these people has to be found in the rural 
areas for the present. There is undoubtedly 
great discontent in the country about the 
average annual per capita income in rural 
areas being only two-thirds of that in urban 
areas. But if this gap is to be bridged, it will 
be necessary to step up agricultural produc¬ 
tion by S per cent and rural noii-agricultural 
production by 15 per cent per year for the 
next 10 years. Otherwise, neither this gap can 
be filled nor the ominous migration of the 
rural poor to urban slums and pavements, 
creating very serious social problems, can be 
halted. 

Regrettably, the schemes and financial 
provisions for augmenting rural employment 
and income in the draft Eighth Plan are 
most inadequate. The National Bank for 
Agriculture and Rural Development is still 
concentrating on the old ACD (Reserve 
Bank) type agricultural schemes like tube 
wells, tractors, etc, and making very little 
provision for the really ‘rural development' 
part of Its charter. The Regional Rural 
Development Banks have been a failure, a 
pale shadow ol the commercial banks and 
catering maihly for the rural rich. NABARD 
has done nothing so far, in spite of en¬ 
treaties, to start even pilot projects of the 
type of ‘Grameen Banks' in Bangladesh 
designed to meet the special needs ol the 
small traders and artisans of the rural areas, 
fht new agro-indus'tries consortium pro¬ 
posed in the last budget is also likely to deal 
directly with t he rural rich and only indirect¬ 
ly with the rural poor and even then will take 
a long time to develop if the present exper¬ 
tise and focus of the NABARD and other 
props of that consortium are not drastically 
reoriented. 

COMPtNSATORY DbVtlOPMENI 
PLANNINt. 

The priorities, programmes and alloca¬ 
tions of the draft Eighth Plan and pers¬ 
pective Ninth Plan have, therefore, to be 
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dnstically revised to include the compen¬ 
satory development planning that Oubashi 
has recommended. 

Further, the recommendations of the RBI 
Committee on Agricultural Productivity in 
eastern India, especially for minor irrigation 
and drainage, dryland farming, micro¬ 
watershed management, drought resisting 
crops, farm forestry, animal husbandry, rural 
growth centres and rural industry, trade and 
transport, which are lying neglected should 
be made an integral part of the plan not only 
for the wet and dry areas of eastern India 
but also all wet and dry areas in other 
regions of the country, after making such 
modifications as may be found necessary in 
the light of local conditions. In particular, 
the recommendations made in chapters 8 
and 9 of that report deserve very high 
priority. The following paragraph from 
chapter 8, in fact, practically sums up the 
changes needed in the focus of our plan; 
Division of labour rather than scll- 
sufficiency, tenting and hiring rather than 
ownership, labour-cum-capital intensive 
technology rather than primarily labour- 
intensive farming, step by step increase in the 
proportion of high value crops by small 
farmers, development of transport and 
marketing facilities and small and medium 
industries in t he secondary m arkets and ot her 
growth centres in the countryside to siphon 
off excess labour in the farm sector are 
the key elements in our strategy for 
development.. 

The implementation of this kind of policy 
will be greatly helped if in the course of the 
programmes for micro-watershed planning, 
all the watersheds are classifted into two 
broad categories; (i) those which have no 
water available which can be pumped, and 
(ii) those which have some water which can 
be pumped through some kind of pump, 
human, animal, diesel or electric powered. 

So far as (i) is concerned, micro-watershed 
management, contour bunding and plan¬ 
ting. fodder bushes and grass, fodder, fuel, 
wood and fruit producing trees, animal 
husbandry and rural industry based on them 
should be given high priority. Rural 
transport and processing centres, which do 
not require much water, may also be located 
in these areas. 

So far as (ii) is concerned, production of 
high value items either horticultural or 
agricultural, and rural industries related to 
them should be given high prionly. The most 
economic use of water through pumps and 
plastic pipes for drip and sprinkler irriga¬ 
tion, other minor irrigation and drainage in¬ 
frastructure, water harvesting and contour 
bunding should be promoted. Pumps should 
be used as spearheads for breaking con¬ 
straints and modernising the outlook of the 
farmers. 

Nutrient Film ThcHNiQut (NFT) 

In each small and marginal farm where 
there it some water available for storing in 
a cement or plastic tank and thereafter 
recycling with a pump, the nutrient Film 
technique developed by the Glasshouse 


Crops Research Institute in England and 
extended to over 20 other countries for the 
production of high value plants and crops 
should be encouraged by technical and 
financial help. This technique, which is 
labour-cum-capital intensive will go a long 
way to increase the income of the small and 
margiijal farmers and employment of 
landless labourers and provide considerable 
protection against drought. In addition it 
will greatly reduce the requirement of water, 
fertiliser and pesticide. 

To start with, NFT may be introduced m 
only a very small fraction of the farm, say 
1/100 or even I/ISO ha to be extended step 
by step as the farmer’s experience and pro¬ 
fit get augmented. 

The basic principle of this technique, 
which should be known to our hydroponics 
experts, is quite simple. The main 
requirements are two tanks, one pump and 
some plastic pipes and sheets. With the help 
of the pump, some water is first stored in 
one lank located at some elevation. Ap¬ 
propriate quantities of fertiliser and pesticide 
are then dissolved in this tankful of water. 
This water is thereafter discharged by gravity 
in measured and controlled doses through 
a system of plastic pipes and shallow fur¬ 
rows lined by plastic sheets, as in the accom¬ 
panying diagram, to rows of high value 
plants or crops. The surplus water then flows 
into another tank placed at slightly lower 
elevation by gravity and thereafter pumped 
back into the first tank. Where plants can¬ 
not be easily grown on plastic sheets, plastic 
pipes with holes at suitable distances can 
also be used in well compacted or chemically 
treated earth furrows. But in that case the 
recycling of water will be much less. In case 
of inclement weather, pla.stic sheets or other 
material can be used to give protection to 
the plants as in a green house. 

The NFT helps save a lot of water, fer¬ 
tiliser as well as land, can be used in very 
poor, porous or stony soil, gives protection 
against drought, docs not require tractors or 
other heavy equipment, produces three or 
more crops a year, creates many additional 
employment opportunities, yields very high 
profit and is ideally suited for very small 
farms. It needs no doubt much larger capital 


but that IS mostly snort and medium term 
credit which can be easily provided by banks 
because harvests and profits are available 
once every three or four months. A main 
snag is that some plants may suffer from 
root problems requiring competent expert 
advice and research. 

If the proposed agro-busincss consortium 
sets up a special wing of NFT including 
representatives of ICAR, banks and in¬ 
dustries interested in sellmg pumps, plastics, 
fertilisers, planting materials, farm products, 
technique quite fast. 

Some comparable techniques suitable for 
drought prone and and areas and drought 
resisting plants and crops have been 
developed in Israel from which we can learn 
a lot, now that diplomatic relations have 
been established between Israel and India. 
One interesting example may be noted here 
before conclusion. 

In the Negev desert of Israel, a very in¬ 
genious use has been made of tin foils or 
plastic strips to produce very high value 
products like pistachios and almonds. 

Around four or five adjoining sand dunes 
narrow furrows lined with tin foils or plastic 
strips are put in as coils starting from the 
top and going to the bottom. Dew drops 
falling at night flow down these furrows to 
the valley at the bottom of these dunes. That 
moisture has been found sufficient to 
produce good crops of drought resisting 
pistachios and almonds. 

Formerly Israel used to concentrate on 
producing foodgrains which gave very low 
return. Now Israel is producing instead 
vegetables, flowers, fruits, nuts, fodder and 
animal husbandry items following very in¬ 
genious techniques even in very poor soil and 
water conditions. By exporting these pro¬ 
ducts, it is earning many times the foreign 
exchange that it needs to import foodgrains. 

It IS time now that we give up our fetish 
for producing foodgrains even m poor soil 
and drought-prone areas and diversified our 
production, export and import pattern. If 
we did that we should be able to cope with 
our recurring droughts and consequent star¬ 
vation and unemployment much better than 
at present. 
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Tirupati Congress Session: Some 
Reflections 

Ajit Roy 

The gorgeous show at the temple town, intended to be a historic 
turning-point, ended in a series of undefined compromises on all 
essential issues. 


IHL recently concluded rirupaii plenary 
session of the Congress party which has 
been presented by most of the media and 
commentators as P V Narasimha Rao’s 
moment of glory is really the beginning 
of a period of serious worries for him 
The unanticipated ganging up of Arjun 
Singh, Sharad Pawar and A K Anthony, 
with one or two smaller regional satraps 
in tow, has served notice on the party’s 
titular supremo of the limitations ol his 
newly acquired powers. Narasimha Rao’s 
counter-manoeuvre has only served to 
underline this fact as Singh-Pawar and Co 
demonstratively refused to obey his writ 
by ignoring his implied call to resign. 
Indeed, from the point of view of Rao’s 
strivings, the Tirupati ses.sion could at best 
be regarded as a half-way house. 

Much tom-tomming about the restora¬ 
tion of internal democracy notwitltstanding, 
the .se.ssion represented only a partial 
restoration of the elective piinciples as a 
large proportion of the delegates were 
handpicked by the power-brokers and 
many of the state Congress chiefs were 
selected by consensus, that is, by the 
caucus. The whole process has clearly 
revealed the reality of diverse power 
centres—some of them foi mal and some 
informal, but no less effect ive on account 
of this informality. This ses.sion has also 
witnessed only a partial redefinition of 
major policies, its intended ideological- 
political thrusts being diluted in enforced 
camouflage. In other words, the gorgeous 
show at the temple town, intended to be 
a historical turning-point, has ended in a 
series of unde fined compromises on all 
essential issues. 

Indeed, organisafional irresoluteness 
apart, the deliberations held under the 
watchful eyes of the patron saints, from 
the Mahatma to the lesser Gandhis, held 
in the Indira auditorium at Rajiv Nagar, 
were broadly intended to settle accounts 
with much of their legacies. In the event, 
however, little has been accomplished 
beyond perhaps the ratification of the end 
of dynastic domination—at least for a 
period. But the more fundamental objec¬ 
tive of securing the sanctification of the 
new policy orientations has ended in 


comic attempts at reconciling the so-called 
Nehru legacy with Manmohanics and its 
fallout in the international relations, 
namely, subservience to the US guidelines, 
occasionally wrapped in the UN Hag. 

France, Marx held, is a land where 
historical issues are generally fought to a 
finish. Be that as it may, India, by con- 
irasi, is a country where historical issues 
have never been resolved except in com¬ 
promise. C'ertain schools of Indian 
historical and philosophical thoughts have 
sought to glorify this tradition as this 
country’s eternal quest lor a synthesis 
Synthesis ii may verily be, but hardly ol 
the dialectical variety. The latter represents 
a supersession of the extant reality while 
the Indian heritage in most cases is little 
more than a haphazard compromise The 
Tirupati session is a case in point 

The ambivalence that marks the 
deliberations of the Rajiv Nagar session 
arises from some very basic compulsions. 
In the short term, even if Nara.simha Rao’s 
skillful touch and seemingly con.sensual 
politicking has led it from a minority 
position to commanding a bare majority 
in the Lx>k Sabha, the election of the 
country’s president that looms ahead 
relegates the Congress party to a position 
of dependence. Even with its reliable 
allies the Congress does not have an 
assured majority in the electoral college 
and without a friendly tenant at the 
Rashtrapati Bhavan in what is certain to 
be uncertain weather in the coming days, 
the government will surely be exposed to 
buffeting beyond the tolerance point. 
Hence at this moment it cannot afford to 
be indifferent to the major opposition 
forces— It has to win the benevolence of 
either the BJP on the right or the NF'-LF 
alliance. This subjects the pany to marked 
oscillations between tacit understanding 
with the BJP on the one hand and on the 
other wooing the Left who, it is hoped, 
will influence the NF rump to incline 
towards an amiable disposition to the 
Narasimha Rao regime. 

More fundamentally, however, Rao's 
dilemma is nothing new—it is a continua¬ 
tion of Nehru’s quandary: how to ensure 
the capital formation adequate for the 


growingly hi-tech industrialisation in the 
country which despite its immense 
backwardness is animated by dreams of 
equity and liberty, nurtured by the 
historical liberation struggles. Gandhi had 
sought to resolve this problem by opting 
for low-tech development, but neither the 
Indian bourgeoisie nor the working cla.ss 
were prepared to opt for this utopia. 
Nehru had tried to resolve this crisis by 
packaging the accumulation process, en¬ 
tailing increasing burdens of indirect taxes 
and deficit financing on the common 
people, with not only socialistic 
demagogy, but also a semblance of 
welfare measures. This had worked for 
about a decade and a half, that is, till the 
India-C'hina border clashes led to the 
siphoning away of a large chunk of 
development resources towards defence. 
By adding nuclear and space technology 
to the agenda, Indira Gandhi made the 
diversion even heavier. 

Rajiv Gandhi’s NEP which logically 
developed into Manmohanics in the 
changed international setting springs from 
the socio-economic framework bequeath¬ 
ed originally by his grandfather. In this 
sense, Narasimha Rao is not fundamen¬ 
tally wrong when he claims to be actually 
nursing Nehru’s legacy in changed cir¬ 
cumstances. He can be faulted only for 
changing the idiom of the exposition of 
this heritage. Nehru leaned heavily on 
socialist phraseology for promoting 
capitalism, Rao also strives for the same 
objective although he claims to be neutral 
between “communi.sm and capitalism”. 
He may have personal predilections 
which, however, played a small role in the 
choice of his vocabulary. More relevant is 
the change in the world politics with the 
devaluation of socialism and magnifica¬ 
tion of the political-economic clout of the 
sole surviving superpower, the US. 

In this critical context, the sudden 
resurfacing of the Bofors scandal has 
somewhat weakened the consolidating 
personal grip of Narasimha Rao on his 
party as also that of the party on public 
opinion. This change in the political 
climate was largely responsible for the 
noticeable sharpness in the critical voices 
in the Tirupati session’s debate which in 
turn added to the pressures for resorting 
to ambivalence in the political posturing 
of the party. 

But Narasimha Rao’s claim to be the 
standard-bearer of Nehru’s non-alignment 
when he is guilty of increasing subser¬ 
vience to the US is indeed laughable. The 
abject nesss of his position is apparent 
from the fact that instead of seeking to 
state and explain its real compulsions, he 
is compelled to vainly strike a Nehruvian 
posture of heroic non-alignment. 
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No Respite on Prices Front 


The wholesale price index rose by 12.8 per cent in 1991-92 on a 
point-to-point basis on top of a rise of 12.1 per cent in the 
preceding year. However, on an average basis, which gives a truer 
reflection of the price situation, the rise was even sharper at 13.6 
per cent over and above the 10.3 per cent rise in 1990-91. 


DISTORTIONS in the real sectors of the 
economy and faulty policy approaches 
lead to an increase in inflationary 
pressure. The current price situation in the 
Indian economy lends credence to this 
hypothesis. In about three weeks in the 
fiscal year 1992-93 the wholesale price 
index rose by 1 per cent over an annual 
increase of 1^8 per cent in 1991-92. What 
is more, the price spiral was led by the 
essential commodities groups like fruits 
and vegetables (14.8 per cent as compared 
to 8.5 per cent last year), atta, suji, etc 
(2 per cent as compared to 1.1 percent last 
year) and edible oils (1.5 per cent in con- 


Table I; Movements in Wholesale 
Price Index 


Year 

April- 

August 

Sep- 

Dw 

Jan- 

March 

Apr- 

March 

1991-92 

9.6 

1.2 

1.6 

12.8 

1990-91 

1989-9 

5.4 

3.9 

2.3 

12.1 

0 

6.5 

-0.4 

2.8 

9.1 


trast to a fall of 0.8 per cent last year). 
These commodity groups with a weight 
of just 8 per cent in the wholesale price 
index contributed as much as 79 per cent 
to the all-commodity index rise of I per 
cent in these three weeks as compared to 
only 59 per cent during the comparable 
period of last year. However, prices of 
cereals, pulses, eggs, fish, meat, con¬ 
diments, spices, tea, coffee, etc, and fibres 
like raw cotton and oilseeds exhibited a 
minor downtrend. 

The wholesale price index recorded a 
growth of 12.8 per cent during 1991-92 on 
a point-to-point basis on top of an in¬ 
crease of 12.1 per cent in 1990-91. The rate 
of price rise was the highest since 1982-83. 
The increase on an average basis, which 
is more relevant in analysis of the price 
situation, was substantially higher at 13.6 
per cent in 1991-92 as against 10.3 per cent 
in 1990-91. 

The wholesale price index which was 
191.8 at end-March 1991 was moving at 
a steady pace averaging about 0.3 per cent 
per week during the first 13 weeks ending 


Table 2; Chanoes in Proluremeni/Suppoki Prk es 


Commodities 

(1) 

Weight 

(2) 

Change in 
Procurement 
Prices 
(Rs) 

(3) 

Percentage 

Change 

(4) 

Impact on WPI 
(2x4) 

100 

(Per Cent) 

(5) 

Rice 

3.685 

25 

12.2 

0.45 

Wheat 

2.248 

10 

4.7 

0.11 

Jowar 

0.420 

25 

13.9 

0.06 

Bajra 

0.178 

25 

13.9 

0.03 

Maize 

0.191 

30 

16.7 

0.01 

Barley 

0.053 

20 

II.1 

0.01 

Oram 

0.410 

30 

7.1 

0.03 

Arhar 

0.274 

65 

13.5 

0.04 

Moong 

0.201 

65 

13.5 

0.03 

Urad 

0.154 

65 

13.5 

0.02 

Ground Nut 

1.296 

65 

11.2 

0.15 

Copra 

O.lll 

100 

6.3 

0.07 

Safflower 

0.083 

25 

4.6 

0.01 

Sunflower 

0.025 

70 

11.7 

0.01 

Soyabean 

0.074 

45 

12.8 

0.01 

Sugarcane 

2.706 

3 

13.0 

0.35 

Raw tobacco 

0.275 

150 

11.3 

0.01 

Raw cotton 

1.335 

75 

12.1 

0.16 

Raw jute 

0.160 

55 

17.2 

0.03 


June 29,1991 to reach 200.1. Subsequent¬ 
ly, the uptrend accelerated and in the next 
eight weeks the increase averaged about 
0.6 per cent per week and the index touch¬ 
ed 210.4 (Table I). Thereafter, with the 
advent of the seasonal decline in prices 
during September and October 1991 the 
prices were more or less steady and the 
index for ail commodities hovered around 
210.4. However, the impact of the seasonal 
decline was temporary since the prices of 
articles influenced by the seasonal factor 
did not register the expected decline 
mainly due to increased demand/procure¬ 
ment during the post-harvest season and 
lower arrivals on account of improvement 
in the stock-holding capacity of traders. 
Also the commodities which influence the 
seasonal decline have a smaller weight in 
the present index with 1981-82 as base 
than in the index with 1970-71 as base. 
Prices started looking up again and the 
index touched 216.4 by end-March 1992 
after the announcement of increase in the 
procurement/support prices of wheat, 
paddy, etc, and also the increase in the ad¬ 
ministered price of coal. The procure¬ 
ment/support prices for 1991-92 have been 
announced after making adjustment for 
increases in input costs, etc, including 30 
per cent increase in the pnees of fertilisers. 
The increases announced in minimum 
support prices can be seen from Thble 2. 
The upward revisions had an immediate 
and direct impact on the price index to the 
tunc of 1.6 per cent. 

The increases in major commodity 
groups during the year on a point-to-point 
and average basis and their contribution 
to the general price are shown in Tkble 3. 
Essential commodities as a group moved 
up by 18.5 per cent in 1991-92 as compared 
to 8.6 per cent in 1990-91 and contributed 
54.3 per cem to the overall price rise in 
1991-92 as against 44.6 per cent in 1990-91. 
Prices of cereals accelerated by 28.4 per 
cent during the year as compared to 25.3 
per cent last year. 

failure to achieve a breakthrough in the 
production of pulses which remained stag¬ 
nant at around 14 million tonnes led to 
a decline in availability and a pronounced 
upsurge in prices. With flour mills facing 
acute shortage of wheat, flour prices rose 
by 20.2 per cent in 1991-92 which in turn 
had its impact on bread and biscuit prices. 
Even though there was an increase in the 
retail issue prices of levy sugar from 
Rs 5.25 per kg to Rs 6.10 and Rs 6.90'pcr 
kg, the market price of sugar, kept steady 
at around Rs 9.50 per kg^'in the reuil 
market due to higher production and 
judicious release of sugar for public 
distribution. Despite rise in production of 
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oilseeds, the demand-supply gap in edi¬ 
ble oils in 1991-92 was estimated to be 6 
lakh tonnes. However, the increase in 
prices in 1991-92 was comparatively small 
at 2 per cent, but this rise was on lop of 
an increase of 32.7 per cent in the previous 
year. Prices of daily consumption items 
like eggs, fish, meat, vegetables, milk, 
soap, toothpaste, blades, etc, also moved 
to higher levels. 

Industrial raw material prices rose by 

9.8 per cent in 1991-92 on top of an 
increa.se of 16.S per cent in the previous 
year. The main contribution to the in¬ 
crease came from raw cotton and oilseeds. 
Oilseeds went up by 10.7 per cent as com¬ 
pared with 26.6 per cent in the previous 
year despite higher production. Fibre 
prices rose by 16.2 per cent during 1991-92 
as against a higher growth of 24.5 per cent 
in the previous year. The supply position 
of raw cotton was tight leading to spiral¬ 
ling of prices. 

Seven commodity groups, namely, 
crude oil, coal, mineral oils, electricity, 
iron and steel, fertilisers and non-ferrous 
metals, except aluminium, form the pro¬ 
ducts with administered prices. Prices of 
these items together were marked up by 
11.2 per cent during 1991-92 as against 9.8 
per cent in 1990-91. The share of ad¬ 
ministered items in the overall price rise 
was IS.O per cent as against 14.2 per cent 
in the previous year. Electricity tariffs were 
revised by state electricity boards and the 
cumulative increase during the year was 

13.8 per cent. Price adjustments in iron 
and steel were carried out in Jul^ and 
September 1991, in first instance to 
neutralise the increase in excise duty and 
to offset railway freight increa.se the 
second time and consequently iron and 
Steel prices went up by 3.1 per cent in 
1991-92. Prices of non-ferrous items, 
except aluminium, are influenced by 
changes in international prices and also 
by exchange rate adjustments. Increase in 
prices of this group was 8.4 per cent. Coal 
prices are fixed by the central government 


and it was revised with effect from 
December 28, 1991. The increase was 27.4 
per cent during the year. Fertiliser prices 
recorded a steep increase of 37.4 per cent 
during the year due to reduction in 
subsidies. 

In line with the trend in the wholesale 
price index, the consumer price index for 
industrial workers (1982=100) also 


registered an increase of 13.9 per cent in 
1991-92 as compared to 13.6 per cent in 
1990-91. On an average basis, the growth 
rate at 13.5 per cent in 1991-92 is ap¬ 
preciably more than the 11.2 per cent 
recorded in 1990-91. As a result, the value 
of the rupee diminished from 100 paise 
in 1982 to 51 paise in 1990-91 and to 46 
paise in 1991-92. 


TaBI 1 4: TRt'NDS IN WhOII SALE PrKI- iNDfX (1981-82 = KW) 



Weight 

1991-92 

1990-91 

1989-90 

1988-89. 

1987-88 

All commodities 

100.000 

12.8 

12.1 

9.1 

5.7 

10.7 

KtiHcnlial <*omni<KlitarM 

37.558 

18.5 

8.6 

8.6 

5.4 

13.2 

Cereals 

6.824 

28.4 

25.3 

-6.2 

9.2 

14.4 

Pulses 

1.093 

9.1 

10.3 

11.2 

111 

29.4 

Vegetables 

1.291 

5.0 

17.7 

19.5 

111 

-5.2 

Fruits 

2.798 

23.8 

25.0 

-2.4 

-18.6 

29.2 

Milk 

1.961 

13.7 

8.9 

4.5 

15.9 

10.4 

Egg. fish and meal 

1.78.3 

16.8 

10.5 

6.3 

4.2 

6.0 

C'ondiments and spices 

0.947 

40.7 

32.3 

5,4 

- 8.6 

42.3 

Tea and coffee 

0.689 

0.1 

-2.0 

26.1 

35.9 

-1.1 

Atia, rawa, etc 

1.530 

20.2 

13.0 

4.5 

22.4 

5.7 

Bread and bi.scuits 

0.242 

28.2 

12.2 

0.4 

8.9 

7.5 

Sugar and gui 

4.059 

6.5 

0 1 

13.1 

13.1 

6.7 

Salt 

0.035 

23.9 

11.9 

18 8 

22.6 

- 11.0 

Edible oils 

2 445 

2.0 

.32.7 

17.2 

7.4 

12.3 

Packed tea and cofice 

0.236 

4.3 

22.9 

41.2 

1.1 

- 1.4 

Soft drinks 

0.066 

12.0 

24.0 

1.6 

5.7 

1.9 

Bidi and cigaieiies 

1.925 

14.8 

10.6 

21.9 

17.5 

12.4 

Colton textiles 

6 093 

15.0 

6 5 

16.6 

8.2 

13.3 

Medicine 

1.065 

7 3 

38 

66 

5.5 

2.9 

Soaps 

0.880 

17,6 

5.6 

2.2 

-1.9 

5.5 

Indiistrinl raw materials 

10.635 

9 8 

16.5 

15.1 

-6.1 

20.2 

Fibres 

1.791 

16.2 

24 5 

4.0 

12.0 

31.6 

Oilseeds 

3 861 

10 7 

26 6 

27.4 

-21.3 

23.0 

Raw tobacco, etc 

4.429 

7 9 

12 0 

no 

0.4 

16.0 

4dininiii|ere<l |>rires 

19 670 

11.2 

98 

8.0 

7.3 

5.9 

Crude 

4 247 

1 9 

0 4 

12 5 

2.1 

4.0 

Coal 

1.2.‘i6 

27.4 

- 

0,4 

12.5 

18.0 

Mineral oils 

6.666 

9 3 

20 (. 

9 1 

1.1 

2.3 

Electricils 

2 741 

13 8 

11.4 

4.7 

8.3 

4.4 

Iron and steel 

2.441 

3,1 

6 0 

14.1 

na 

na 

Non-lerrous metals 

0.571 

84 

94 

3.5 

na 

na 

Fertilisers 

1 748 

.37 4 

— 

— 

— 

— 

Other* 

32.137 

8.0 

15.3 

9.1 

9.8 

7.3 

Jute textiles 

0.689 

5 7 

5.3 

36.1 

22.0 

15.5 

C'eincnt 

0.860 

17.4 

14.1 

14.9 

11.2 

-8.5 

Metal products 

1.823 

4 5 

14.1 

14.7 

26.8 

6.4 


Tamil 3: Tri nils ,n Whoi esai i Prkl India, by Major Groups 





Poinl-Io-Point Basis 





Average Basis 




1991-92 


1990-91 


1989-90 

1991-92 

1990-91 


1989-90 


A 

13 

A 

B 

A 

B 

A 

B 

A 

B 

A 

B 

All 

commodities 

12.8 

ItX) 

12.1 

100 

9.1 

100 

13.6 

100 

10.3 

100 

7.5 

100 

Primary articles 

16 4 

42 

17.1 

45 

6.4 

22 

18.2 

44 

13.0 

41 

2.2 

10 

Fuel, power, light 
and 

lubricants 

13.3 

II 

14.4 

12 

6.3 

7 

13.2 

10 

12.3 

12 

3.6 

5 

Manufactured 

products 

10.7 

47 

8.9 

43 

II.1 

70 

11.2 

46 

8.4 

47 

11.3 

85 


Notes: A; Per cent increase over the year; B; weighted contribution. 
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Udaipur Mosques: Invalid Claims 

Aag^ar Ali Engineer 

The district court of Udaipur granted the Bohra high priest's 
plea for an ihjunction to take possession of all the Bohra mosques 
in Udaipur without examining all the evidence placed before it. 

An overview of the claims made by the high priest in support of 
his contention. 


THE recent judgment delivered on 
January 16, 1992 by the Rajasthan High 
Court on an appeal by the reformist 
Bohras against the judgment given by the 
district court of Udaipur is significant in 
many respects. The Bohra high priest was 
himself a plaintiff. He had cisumed all the 
Bohra mosques in Udaipur and had 
sought an injunction for possession of 
these mosques pending the final disposal 
of the case. Artier some shababi (or- 
thodos) Bohras had filed a suit (1982) for 
claiming the mosques but the court was 
not convinced of their locus standi as 
it was their high priest Mohammad 
Burhanuddin called dai al-mutlaq who 
claimed to ‘own’ the mosques and hence 
his followers could not claim the mosques. 
Then the Dai himself thought it fit to file 
a suit in the district court of Udaipur 
claiming the mosques and prayed for an 
injunction to take possession of the mos¬ 
ques pending disposal of the substantive 
case. The district court of Udaipur 
granted injunction without carefully 
examining all the evidence placed before 
it. The judge accepted the claims put 
forward by the dai syedna Mohammad 
Burhanuddin. 

The Bohras are a small Shig Ismaili 
sub-sect. They branched off from the 
Ithna Ashari Shias in second century 
hijrah (around ISO years after the death 
of the holy prophet) by accepting Ismail, 
the son of imam Jafar al-Sadiq as suc¬ 
ceeding imam rejecting the claim of Musa 
Kazim the younger brother of Isma’il. 
Hence they were called Ismaili Shito. The 
Ismailis. in the thea political cir¬ 
cumstances and on account of severe 
persecution by the Abbasid rulers, evolv¬ 
ed a tightly-knit underground organisa¬ 
tion headed by the imam from the pro¬ 
geny of Fatima, the daughter of the pro¬ 
phet. The ismailis, through this tightly- 
knit underground organisation not only 
escapedihe dragnet of the Abbasid rulers, 
but also succeeded in establishing their 
own empire in west Africa and subse¬ 
quently in Egypt. They also succeeded, 
through a network of d^ (summoners to 
the faith), in spreading their mission in 
what is known in the history of Ismaili 
Dawah (mission) as Hind, Sindh and 
Vemen. 

All the Shia sects consider imam not 
only M an absolute religious authority but 


also infallible But according to the Sunni 
Muslims, infallibility is only for the pro¬ 
phet and none else after him. As a Shia 
sub-sect the Ismailis also consider imam 
as infallible in religious matter. When the 
imam went into seclusion in 12th century 
AD due to adverse political circumstances 
the religious powers of imam were trans¬ 
ferred to the dai. But the early literature 
does not accept dai as infallible as he was 
only a substitute for the imam. Later on 
in India, however the dai came to be ac¬ 
cepted as kat-masum, i e, like infallible 
though not absolutely infallible. 

However, the Slst dai syedna Taher 
Saifuddin began to claim infallibility in 
the absolute sense.' Not only that he 
invented another pernicious doctrine of 
absolute ownership of everything belong¬ 
ing to his followers. Thus'he claimed, in 
the famous Chandabhai Guliah case 
fought in the Bombay High Court in the 
1920s and 30s that he was master of body 
and soul of his followers and that the pro¬ 
perties they (his followers) held belonged 
to him and that they were only ‘munims* 
(account keepers) for him. He also 
claimed their absolute submission in all 
matters'religious as well as secular and in¬ 
vented a doctrine of ‘raza’ (permission). 
For example a Bohra, he claimed, could 
not start a business, a charitable or educa¬ 
tional institution without his permission. 
He claimed the possession of the Bohra 
mosques in Udaipur on the ground that 
he was owner of these mosques and that 
he alone has authority to appoint an 
‘imam’, i e, a prayer leader. Moreover, for 
Bohras no ‘namaz’, (prayer) could be valid 
except with his ‘raza’. In Islam the masjid 
is d^icated (made ‘waqP) only to Allah 
but here the dai claimed that in case of 
the-Dawoodi Bohra sect it was dedicated 
to the da’i. 

In the present case also these claims 
were made by S2nd dai syedna Moham¬ 
mad Burhanuddin. The district court of 
Udaipur upheld these claims without pro¬ 
perly examining ail the relevant evidence 
and granted injunction to Syedna 
Mohammad Burhanuddin to take over the 
mosques. However, the order was stayed 
and the reformists filed an appeal against 
the order in the Rajasthan High Court at 
Jodhpur. The main issue in the case was 
the question of raza. The appellants 
denied that there was any need for raza 


for performing namaz and .dainied that 
all the mosques in Udaipur bdonged to 
the ‘pandi* Bohras (i e, the representative 
committee of the Udaipur Bohras). 

The reformists also claimed that after 
coming into force of the Waqf Act in 
I9S4, the Waqf Board was the rally institu¬ 
tion for management of the property in¬ 
cluding the mosques and the sy^na had 
no right over them. L R Mehta, the 
counsel for the appellants rightly submit¬ 
ted that under the Shia Muslim law, there 
was no question of raza from the dai. He 
also submitted that though the 'dai was 
sole trustee this was only in an ideal sense. 
He also argued that the balance of con¬ 
venience was not in favour of the plain¬ 
tiffs as they were not in possession of mos¬ 
ques right now and therefore, the question 
of irreparable loss to them did not arise. 
He also argued that the ‘mutawalli’ ap¬ 
pointed by Waqf Board are legal and there 
was no need for obtaining consent of dai 
al-mutlaq or his nominee and that the dai 
was not the owner of the Waqf property. 
Y H Muchhala, the counsel for the plain¬ 
tiffs argued that the syedna .was not only 
a spiritual leader of the Bohra community 
but also in a real sense the controller of 
all property including the disputed 
mosques and that if any prayer conducted 
by any person who was not authorised by 
the dai or his representative was no prayer 
according to Shia law. He also submitted 
that the syedna was the sole trustee and 
general supervision vested in him. In a 
secretive organisation authoritarianism 
becomes a necessity but despite this the 
Ismaili imams never made such claims of 
absolute ownership and control over 
minds, souls and bodies of their followers. 
Muchhala failed to establish the doctrine 
of raza as claimed by him. If this doctrine 
was so fundamental to the Ismaili faith, 
then it should have surely been mentioned 
in the Ismaili book of jurisprudence 
Daaim al-lslam {The Pillars of Islam). 
This book does not even hint, let alone 
mention the doctrine of raza. Nor does 
it mention that only Imam has the 
authority to appoint a prayer leader (‘pesh 
namaz’). It only lays down certain. 
qualifications for the prayer leader. 
Anyone fuimiing those qualifications, 
according to the Daaim can lead prayers 
whether he is appointed by the imam of 
the time or not. 

Obviously then the doctrine of raza was 
invented for imposing control over the 
followers, in the early 20th century, by the 
SOth dai when the modernists posed new 
challenges before him. Some educated 
Bohras sought to establish a modern 
secular school in Burhanpur in 1902 and 
the SOth dai panicked and sought to 
frustrate modernists efforts. He insisted 
on obtaining raza from the dai. The fact 
that the concept of raza did not exist as 
late as late 19th century is proved by the 
dispute about control of ‘jamatkhana’ 
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which arose in Udaipur. When <he then 
Bohra dai’s local representative sought to 
bring the key of the Bohra jamatkhana 
under his control, a section of the Bohras 
contended that the jamatkhana belonged 
to the panch Bohras. The then ruler of the 
Udaipur principality ordered a vote to be 
taken and the majority of Bohras voted 
in favour of the panch Bohras retaining 
control. This instance was also cited by the 
reformists in the present case. 

The concept of raza is being vigorously 
imposed by the present dai to consolidate 
his authority over the community. In fact 
in the last few decades the community has 
come to accept it as a religious doctrine. 
It clearly shows how such inventions by 
the vest^ interests, through persistent ap¬ 
plication over a period of time, can be 
made acceptable in the name of religion. 
The present dai has so widened the scope 
of raza that now practically nothing can 
be done by the Bohras without prior per¬ 
mission of the dai or his representative. 
Because of application of this doctrine on 
such a wide scale the Bohras have been 
reduced to programmed automatons. 

Such a doct rine is total negation of true 
religiocity. Religion is nothing if not a 
deeply felt conviction free of any outward 
compulsion. True religiosii y lies in inner 
freedom, in acting according to the voice 
of one’s conscience, not submitting to an 
authority out of outwardly compulsions. 
The Quran also pronounces this doctrine 
of inner freedom when it says “la ikrah 
fi al-ddm" (there is no compulsion in 
religion). The Bohra dai, on the other 
hand, has red uced religion to outwardly 
compulsions by strictly applying the self- 
invented doctrine of raza. 

Judge Martin of the Bombay High 
Court in the 1920s had dubbed these 
claims as un-lslamic and against reason. 
Justice N K Jain is also inclined to agree 
with the pithy observations of justice 
Martin as he quoted extensively from his 
judgment and allowed the appeal filed by 
the reformists. Justice Jain of course 
maintains that this case is for granting of 
injunction for possession of mosques and 
not a substantive case and hence the 
arguments presented from both the sides 
will have to be gone into much more 
carefully when the substantive case is 
heard 

What the judge has quoted from justice 
Marlin of the Bombay High Court is 
worth repeating here as ii ihrows light on 
the fantastic claims made by the then 
mullaji and repealed again and again by 
the present incumbent; “I have been 
through all the other religious writings 
which were cited, but it is impracticable 
to do this in a judgment. I have given 
them my best consideration but in the 
result, I am not satisfied that they fairly 
substantiate the claims of the mullaji to 
ownership of the minds and properties of 
the followers. Further the priests 


themselves would seem to draw a distinc¬ 
tion between ownership in a worldly sense 
and ownership in a religious sense... I 
should mention an extremely important 


IN November last a gathering of urban 
administrators, academicians specialists 
on urban affairs and NGOs from different 
parts of India as well as from Brazil, 
Mexico, Nairobi, Sri Lanka, Pakistan, 
Afghani.stan, Bangladesh, UK and the US 
discussed, at an international conference 
organised by the Institute of Social 
Sciences, New Delhi, the magnitude of the 
problems faced by the pattern of urban 
growth, particularly in the developing 
countries. 

An important observation repeatedly 
made in all the sessions was: there has 
been a concentration of urban population 
in certain regions of the developing coun¬ 
tries. It may be in ‘urban corridors’ in 
India, or in mega cities like Sao Paulo and 
Mexico in Latin America. Even the expan¬ 
sion of Beijing which was considered to 
be a model (the growth rate of this city 
was lower than the national average) has 
recently outgrown its resources to supply 
the basic amenities to its dwellers as 
reported by Jinggan Zhang, one of the 
speakers from Beijing. Mexico’s structural 
adjustment programme has led to some 
inter-urban redistribution of population 
but it is only marginal. For instance, 
Mexico city boasts of 20 million people, 
the other cities in Mexico have one to two 
million people at best. In contrast, 
Colombo has a lower concentration of 
population compared to other south 
Asian cities. The uneven distribution of 
urban population led to the question of 
‘optimum size’ of the city. Scholars like 
Geoffrey Payne (London) and Amitav 
Kundu (Delhi) felt that ‘optimum size’ of 
a city should be defined in relation to the 
resource base of the city. 

As expected, there exists a large scale 
disparity in the availability of services not 
only at inter-city level but also at intra¬ 
city level. For example, the per capita 
water supply of Delhi is officially reported 
as 200 litres per person per day. But 30 
per cent of the population of Delhi (8.S 
million in 1991) get only 25 litres or less 
according to K C Sivaramakrishnan IAS 
who delivered the keynote address of the 


fact, viz, that the defendants cannot pro¬ 
duce a single instance of these extreme 
claims having been exercised by any 
mullaji saheb prior to the present suit!’ 


conference, invariably, the low income 
groups suffered most. Whether they are 
the inhabitants of Oustee and Jhuggi 
Jhompris in India, shanty towns in Sao 
Paulo or Katchi Abadis in Paki.stan, these 
people do not have access to adequate 
quantities of clean water. They also lack 
sanitary facilities. It is interesting to note 
that even Colombo city experiences un¬ 
equal distribution of basic amenities 
because of historical and functional fac¬ 
tors like layout of pipe lines and sanita¬ 
tion facilities which were done in a parti¬ 
cular way in the city. As a result environ¬ 
ment and health conditions become 
adverse in all the low income areas of 
Colombo, according to Panditharatna 
(Sri Lanka). 

The existing policies towards urban sec¬ 
tors in general and those of basic services 
in the urban areas in particular came 
under severe criticism in the conference. 
Studies showed that India did not have a 
comprehensive urban policy till 1988 when 
the National Commission on Urbanisa¬ 
tion submitted its report. The government 
is yet to take steps wholeheartedly to im¬ 
plement the recommendations. Amitava 
Kundu observed that there has been a 
reduction of government investment on 
urban basic amenities such as drinking 
water and sanitation which has led to a 
decline in the pace of urbanisation. Others 
like K S R N Sharma (Delhi), however, 
contradicted it by saying that the total 
investment in providing water and sanita¬ 
tion had not declined. Secondly, the 
decline would not affect the migration 
stream, if there had been push factors at 
the village level. Although, Sivarama¬ 
krishnan quoted UNDP on the low pro¬ 
portion of ‘the human expenditure ratio' 
devoted to human priority concerns, he 
did not match it with a decline in the pace 
of urbanisation. 

According to Hipolito Rodriguez (Mex¬ 
ico), structural adjustments adopted in 
Mexico have generated a negative impact 
on welfare measures as they had led to 
drastic cuts in expenditures in social 
sectors. In the context of India, it was also 


Drinking Water For Growing Cities 

Third World Perspective 

Bidyut Mohanty 


Policies towards urban development in general and provision of 
basic services in urban areas in particular came under close 
critical scrutiny at a recent international conference of urban 
administrators, academic specialists and NGOs in Delhi. A report. 
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ippuriwiided that the proposed structural 
adjustmoits 'might* further slow down 
the pace of migration to the cities from 
rural areas by reducing public investment 
in those sectors keeping the regional dis¬ 
parity intact. Should the private sector be 
entrusted to deliver these basic services 
keeping efficiency and equity issues? 
Private initiative in this sector has been 
tried in several parts of the world in¬ 
cluding Colombo. In some places, the 
acute problem of availability of water has 
been solved to some extent but the twin 
objectives of the distribution, namely, ef¬ 
ficiency and equity have not been ipet. In 
Paris the private sector involvement in 
water supply has led to duopoly which 
dictate terms to the local bodies, accor¬ 
ding to Daniel Faudry from France. 

Another area of discussion was the 
notion of ‘standard’. Meera Mehta 
(Ahmedabad) and Geoffrey l^yne pointed 
out that the adoption of ‘standard’ in 
terms of “access to a societally determin¬ 
ed minimum level of infra.structure” 
should be done taking intn account fac¬ 
tors such as local availability, and culture. 
Amirul Islam Chaudhury (Dhaka), Fa^el 
Mohammad Rasoly (Kabul) and Ravindra 
Prasad (Hyderabad) agreed that policies 
regarding the access to basic amenities 
have worked well wherever the govern¬ 
ment, municipalities and community in 
general and women in particular have in¬ 
teracted among themselves continuously 
Rarticipants agreed that there existed a 
data gap regarding the actual distribution 
pattern of basic service.s in India. The 
kind of data generated by NSS was not 
adequate for policy formulation. 

Issues regarding resource mobilisation 
consisting of financial and physical 
aspects formed an important a.spect of the 
discussions. Delhi and .lodhpur situations 
were considered as test cases of the effi¬ 
ciency of indigenous system of distribu¬ 
tion particularly of drinking water in the 
pre-British period, it was pointed out by 
Dwejendra Kalia (Delhi) and S M Mohnot 
(Jodhpur) that the network of water 
bodies were created in the form of ponds, 
tanks, lakes, streams, etc. on the princi¬ 
ple of ‘water for all’ and for collecting 
maximum amount of rain water. But why 
did this system fail after the introduction 
of piped water in the 19th century? Did 
the size and growth of population at the 
city level become a barrier to its efficient 
functioning? Or. was it because the con¬ 
trol of distribution system passed out of 
the hands of the community particularly 
after the introduction of piped water 
system? Nonetheless, Mehta agreed with 
Kalia on the point that the revival of in¬ 
digenous system of water distribution 
should'be given serious thought. She also 
cited the successful case of renovated 
natural drainage in Indore and the func¬ 
tioning of the traditional distribution net¬ 
work in Jodhpur. 


issues of physical management includ¬ 
ing conservation of water at the source, 
distribution network and at user level were 
highlighted. It is revealing that at least 40 
per cent of available water gets lost at 
various levels of distribution in India. The 
question of efficient management came 
up on a wider scale when Sivarama- 
krishnan observed that out of 70 per cent 
of available water resources used by the 
agriculture (as against 7 per cent of 
available water resource which is used for 
domestic purposes) only 30 per cent is 
utilised efficiently. The tariff systems and 
the distribution arrangements have no 
relevance whatsoever either for conserva¬ 
tion of water or for recycling the sewage, 
according to him. Incidentally, it may also 
be noted here that even in China the quali¬ 
ty of drinking water supplied to at least 
half of the populaitun falls below stan¬ 
dard because ol water pollution according 
to Xu Qinghua (Beijing). 

T K Banerjec (C'aleutta) noted that 
structurally there e,\ists no co-ordination 
between the urban local bodies and other 
special purpose authorities. On many oc¬ 
casions the special agencies usurp the 
authority vested in local bodie.s, and con¬ 
struct facilities without consulting the 
latter. Then it becomes difficult for local 
bodies to niaintain them. Further, the 
functional responsibilities and local lax 
bases are being iranslerred to the slate do¬ 
main. In this coiiiesi, however, the suc¬ 
cessful case of Sao Paulo cued by Renato 
Tagnin (Brazil), where the municipality 
has tried to utilise hydro-resources for 
generation of electricity, water supply and 
drainage system with the help of the stale 
government was worth noting. fJrganisa- 
tionally, issues like 'financial optimisa¬ 
tion’, ‘nfobilisation of additional fiscal 
resources through taxation and fees’, was 
discussed by Abhijii Daita (Delhi). Chet»n 
Vaidya (Baroda) discussed' a model of 
chalking out effects of diflerent services 
delivery options in improving financial 
status of local bodies. Vijay Saluja of New 
Delhi Municipal Committee shared the 
NDMC experience of successfully tapping 
resources and rculili.sing the same in a 
constructive way. 

The experiences of Latin American 
countries showed that there was a trend 
towards decentralisation but the objective 
was more to release national government 
from the burden than to reach efficiency 
as pointed out by Faudry. Even in case of 
Nepal, according to Jigbar Joshi (Kath¬ 
mandu I where grassroots political institu¬ 
tions are functioning well, bureaucracy 
and other national, political interests resist 
the strengthening of local self-government 
institutions. In some places local self- 
governments have ly“comc more effective 
because the community has more objec¬ 
tive role to play in implementing the pro¬ 
grammes. Payne highlighted the impor¬ 
tance of effective leadership and com¬ 


munity involvement citing Hirkey, Egypt 
and I^kistan as test cases. Ankara’s ex¬ 
perience of Muhtars who assumed the 
same role that they had fulfilled in tradi¬ 
tional village system could get things done 
effectively even at the city level, shows the 
commitment of the leader. But Saraswati 
Haider’s study of ‘pradhans’ of Delhi 
slums shows that they are more interested 
in personal gain than arranging for basic 
amenities for the slumdwellers. However, 
one distinction between two types of com¬ 
munities should be kept in mind. The 
community in Ankara is perhaps more 
cohesive than that in Delhi. Role of 
political organisation even at the com¬ 
munity level was cited as a factor in effi¬ 
cient functioning of Calcutta Municipal 
Corporation. Asok Mukhopadhyay 
(Calcutta) also pointed out that Hydera¬ 
bad experiment lacks that type of political 
organisation at the community level hence 
it is not as successful as Calcutta experi¬ 
ment promises to be. 

India’s endeavour in decentralisation 
was discussed and in this context various 
Nagar Palika bills presented under dif¬ 
ferent governments were scrutinised. Dat- 
ta pointed out that all the three bills (1989, 
1971 and 1970) have omitted the “issues 
of democratic management of local 
government and local tax list”. Partici¬ 
pants agreed that if the community was 
taken into confidence, the programme 
meant for them would work effectively. 
Examples were cited not only from Orangi 
Pilot Project in Pakistan, but also from 
Hyderabad Community Development and 
Sulabh low-cost latrine in I ndia as well as 
Ankara experiment in Turkey. The Nairobi 
expenment as cited by Margaret Mwangola 
(Kenya) as well as that of Dhaka along 
with Hyderabad emphasised the need for 
invulving women in the evolution of the 
programme and also identifying social 
and economic characteristics of the com¬ 
munity involved. 

Certain policy implications emerged 
from all these interactions. To mention a 
few: Problems of urban poor has to be 
seen in the context of overall development 
perspective: water and sanitation pro¬ 
grammes should not be approached sec- 
torally; women should be made the in¬ 
itiators of the programme; continuous 
dialogue should take place among the 
developing countries; norms on per capita 
availability should be fixed by taking in¬ 
to account cultural factors and feasibili¬ 
ty of local resources. Role of media in 
general and education in particular was 
also stressed to make the community self- 
reliant. Two-way communications between 
the government and the community and 
vice versa was also suggested. A recom¬ 
mendation was given to collect data on the 
inter<ity and intra-city coverage regarding 
drinking water sanitation on a house-to- 
house basts. 


Economic and Political Weekly May 9, 1992 


997 



Advmlkwmnt No 4 -91/92 

AppNectlons (Apps.) arc invMed tor th* tollowing posts In 
Rsssrvs Bank of India (RBI/Bank) from Indian dtlzans: 


Sr. Nama of lha poat 
No. 


RasarvaUan 

Sch. Caste Sch. Tribe 


I RESERVE BANK OF INDIA SERVICES BOARD, BOMBAY I 


mEORAPHIC ADD(«9S;SEnvBOARO'BOM8AV 

3. For Assistant Chlsf Librarian 

Sunday, the 2eih July 1992 

E. Examination Csntrss 

The code numbers are in brackets; 

Ahmedabad (11), Bangalora (12), Bhopal (13), 

Bhubaneswar (14), Bombay (15), Calcutta (16), Chandigarh 
(17), Quwahati (18), Hyderabad (19), Jaipur (20), Jammu 
(21), iKanpur ^2), Madras (23), Nagpur (24), New Delhi 
(25), Ratna (26), Trivandrum (29). 

Candidates can select only one cantra and must Indicate its 
name and code number In the App. 

F. Appiicstion Fes, 

Rs.50/- Q^upees fiftykonly). payable only by a demand Draft 
or I.P O drawn in favbur of R.B.I. Bombay. No fees for 
SC/ST candidates. 


1 . Officara In Grade 'B' 42 6 ’ 4 

2. Research Officara in Qnda'B’ 12 2 1 

In Department of Economic 

Anel)^ls S Policy 

3. Aaalstant Chief Librarian in 1 — — 

Department of Economic 

Analysis a Policy 
A reserve list may also be prepared 

A. ELiQiBiUTY CRiTERiA 
QUAUFiCATIONS (As on 1-6-92) 

1. ForOfficsrsinQr.‘B’ 

I) Chartered Accountant or Cost Accountant with a Bachelor's 
Degree; OR 

ii) A Bachelor's Degree or a Post Graduate Degree in 
Computer Science/Applications 

(eg B.E./B.Tech., M.E./M.Tech., BCA/MCA) with a minimum 
of 50% marks in the aggregate or its equivalent grade: OR 

iii) A Graduate or a Post Graduate Degree with a minimum of 
50% marks in the aggregate or its equivalent grade plus 
minimum 5 years experience (including probationary 
period) in a Commercial Bank as an Officer. 

SC/ST candidates with a Pass Class in Graduate/Post 
Graduate Degree Examination and having 
qualificatlons/eligibility as mentioned at (i), (ii), or (iii) above 
are eligible to apply. 

2. For Research Offtcsrs 

A Master's Degree in Economics/Econometrics/ Commerce 
from a recognised Indian or Foreign University/Institute with 
a minimum of 55% marks or equivalent grade. 

3. For Assistant Chief Librarian 

i) A Master's Degree in Library Science with a minimum of 
55% marks; OR 

li) A Master's Degree in Economics/Commerce/ Econometrics 
and Bachelor's Degree In Library Science with a minimum of 
55% marks in each of them. 

B. AGE UMIT (As on 1-4-92) 

1. For Officers In Gr. ‘B’ & Assistant Chief 
Librarian 

Between 21 and 30 years (i e candidates must have been 
born not earlier than 2nd April 1962 and not later than 1st 
April. 1971). 

‘ 2. For Research Officers 

Between 21 and 28 years (i.e. candidates must hove been 
born not earlier than 2nd April 1964 and not later than 1st 
April 1971) ^ 

C. Relaxation of upper age limit to 
qualified/experienced candidates and 
specified categories 

Age is relaxable for Scheduled Castes/Scheduled Tribes and 
certain other categories as also candidates having additional 
qualifications/ experience. (Please refer Item 'J' below). 

BOARD WILL NOT ENTERTAIN REQUESTS FROM 
CANDIDATES SEEKING ADVICE REGARDING 
THEIR ELIGIBILITY TO APPLY. 

D. SCHEME OF SELECTION 

All those sending their apps with prescribed fees (unless 
specifically exempted) within closing date will be admitted 
for a Written Examination (WE). 

Candidates' selection will be by WE followed by an Interview. 

Dates of Written Examinations (WE): 

1. For Officers In Gr.'B' 

Saturday, the Bth and Sunday.the 9th August, 1992 

2. For Research Officers 

Sunday, the 2nd August 1992 


G. Pay Scale/Emoiuments 

(a) For Officers in Ge.B and Research Officers 

Pay Scale Rs 2400-150-3600-175-4125-EB- 175-5175 

(b) For Assistant Chief Librarian 

Pay Scale: Rs.2400-150-3600-175-4125-EB- 
175-5175-EB-25-5200-175-5550, 

Depending upon place of posting, total initial nranthly emoluments 
will vary iMtween Rs.5025 and Rs.5150 tor all the posts. 

H. How to apply 


proforma given in the detailed advertisement (Refer item J 
below) 

1. Post applied for 

2. Examination centre with Code No. 

3. Particulars of instruments of App. tees paid 

4. Name (in block letters) 

5. Date of birth 

6 Age (as on 1 4 1992) 

7. Postal address for communication with Pin Code 

6 Category i.e General/SC/ST and/or Chartered/Cost 
Accountant. Computer Science/Applications Graduate, 
Commercial Bank Officer, Librarian or others. 

9. Details of Qualifications (Graduation onwards) 

10. Details of experience 

11. Declaration to the effect that the information given is true 
and correct. 

1,2. Signature and date 

Applications duly completed in all respects and typed or 
neatly handwritten in Hindi or English on white foolscap 
paper (33.5 cms x 21 cms) on one side only after affixing a 
pmaport ala signed photograph should be sent to the 
Secretary, Resen/e Bank of India Services Board, 

Hongkorig Bank Building, eth Floor, M.G. Road, Hutatma 
Chowk, Post Bag No. 10009, Bombay 400 023. Apps. must 
be accompanied by a self addressed (with Pin Code) postal 
envelope of Re.1/-. The cover containing the app. should be 

superscribed‘Application for the post of*-Centre 

«-Code No.-and sent by ORDfNARY POST ordy 

* Name of the Post 

** Centra of WE chosen by candidata. 

I. Closing Dats 

The completed application must reach the Board's Offloe at 
Bombay on or before 1.6.92 (15.6.92 for appUcants re s iding 
abroad, and remote areas as specified In datailad 
advertisement). Appa. receivad after doaftig date and 
those that are Incomplete or not In the prea cri he d 
format will not ba conaMorad. 

J, FOR FORMAT OF APPLICATION AND OTHER DETAILS 
REGARDING DESIRABLE QUAUFICATIONS. EUQIBILITY 
CRITERIA. RELAXATION OF UPPER AGE UMIT, SCHEMES 
OF SELECTION, SYLLABI. WRITTEN EXAMINATIONS. 
EXAMINATION FEE/EXEMPTION. SERVICE CONDITIONS/ 
CAREER PROSPECTS AND GENERAL INSTRUCTIONS. 
ETC., CANDIDATES ARE REQUESTED TO REFER TO 
DETAILED ADVERTISEMENT TO BE PUBLISHED IN T>« 
‘EMPLOYMENT NEWS / ROZQAR SAMACHAR* 0A1C0 
2N0 MAY, 1992. 

CANVASSING IN ANY FORM WILL BE A OISQUAUFICA'nON. 


998 


Economic and Political MfeeUy May 9, 1992 





Women^s Emancipation and Strategy 
of Development in Albania 

HafliuUah Emadi 

Albania’s considerable success in improving the status of women is 
due to a policy perspective which incorporates goals of women’s 
emancipation in the broader objectives of progressive 
development. 


Whli her Ihther’e old rifk... the wanted to 
kill her pait, to gain freedom, and to open 
the way to a new life—Mera of Orothi. 

THE poft-second world war period was 
conaidered one of rapid industrial 
dewek^Mnent in the countries of the west. 
One of the main features of such a 
development was that it provided an op¬ 
portunity for women to work outside the 
home: Developments in this period both 
within the society and the state ap- 
paiatiues provided a context for middle 
class women to question their traditional 
loles as housewives. In the l9S0s, with 
massive socio-economic development and 
emplojrment of women in various in¬ 
dustrial and social institutions, women 
gradually became aware of the fact that 
society denied them equal status to men. 
They be^an to protest societal inequality. 
Although their struggle for equality was 
crowned with some degree of success in 
the 1960s and 1970s, it did not end the 
oppression of women. 

The situation of women in most under¬ 
developed countries is deplorable. They 
are deprived of their basic rights and suf¬ 
fer fimn both societal injustices and male 
oppression. Their suffering ranges from 
ph^cal abuse to immolation. Although 
governments of these countries claim to 
summit the cause of women’s liberation 
and have involved a limited number of 
women in the decision-nuking apparatus, 
no significant changes or improvement 
have occurred regarding the elimination 
of women’s oppression. Compared to 
women in most underdeveloped countries, 
women in Albania have a slightly higher 
standard of living as well as better work 
opportunities and some civil rights. They 
outnumber men in some branches of 
sdentiFic and technical professions. The 
purpose of this article is to analyse the 
process of progressive emancipation of 
women in a country that was once labelled 
the moat backward country in Europe and 
whidi possessed the .'dded obsucle of 
strict rdifious tradition. 


Albania'is a «»mM country with a total 
wea of 28,790 sq km and a population of 


31,47,352.' During the reign of king 
Ahmed Zogu in 1924-1939, Albania was 
one of ’the most backward and im¬ 
poverished countries in Europe. Semi- 
feudal relations of production dominated 
other modes of pr^uction. The state of 
agriculture has been characterised as 
follows: 

the land was worked with primitive methods 
and tools. There were no modem mechanised 
means, chemical fertilisers or selected seeds; 
irrigation was extremely limited, and there 
was a great shortage of specialists. As a 
result, the yields of agricuhural crops and 
livestock raising and of the entire agricultural 
production were low.^ 

Economic backwardness was 
manifested in the country’s social and 
cultural life as well. IKbal rivalry, religious 
confrontations, family feuds and vendet¬ 
tas prevailed throughout the country. 
Women were suppressed and kept in ig¬ 
norance and in total confinement. The 
overwhelming majority of Albanian 
women were illiterate. According to 
Albanian sources 

not only did they play no role at all outside 
their house, but even there they were denied 
the most elementary rights. As girls, they 
were considered a heavy burden on the 
shoulders of their parents and brothers, as 
women they were placed in a position of 
complete inferiority to their husband.s, people 
viewed women a little better than a dog and 
a little worse than a horse.^ 

Albanian parents displayed a sexual 
preference for boys because of several fac¬ 
tors: (a) property relations and property 
lineages were constructed on the basis of 
patriarchal frameworks that recognised 
man as sole inheritor of property and; 
(b) religious laws and traditions, as a 
manifestation of such property relations, 
sanctified the superiority of man over 
woman in religious domain in society. 
Boys were given preferential treatment 
over girls in matters of clothing, educa¬ 
tion, work, etc 

Women and girls were not allowed to 
work in the milieu of men or to appear 
uncovered in public A woman’s only pur¬ 
pose in life was the bearing and rearing 
of children. Girls at the age of ten were 
often married to men of forty or fifty 
years old. A husband was entitled to beat 


hb wife and to chain her if abe did not 
obey him or contradicted him on any 
occasion. Religious law and traditions 
which had been observed by an over¬ 
whelming majority (70 per cent Muslim, 
20 per cent Orthodox and 10 per cent 
Roman Catholic) of the pre-socialist 
Albanian people systematicaUy rrinforoed 
the oppression of women and permitted 
men to have exclusive rights of domination 
over them. Islamic laws permitted men to 
marry up to four wives. Polygamy was a 
common practice, particularly among 
wealthy men and feudal landowners. 

King Zogu pursued socio-economic 
development strategies which did not pro¬ 
vide a patutcea to the abject misery of the 
population, but on the contrary generated 
periodic revolts among the peasantry and 
other oppressed social strata in Albania. 
King 2^gu was deposed of Albanian 
throne and a nationalist government was 
established in 1939. During the second 
world war, Albania was occupied first by 
the Italian invaders and late—following 
Italy’s defeat in September 1943—by the 
German occupation forces. 

II 

One of the primary objectives of the 
Communist Party of Albania, founded in 
1941, was to liberate the country. The 
party mobilised and organised peasants, 
workers and the nationalist forces for the 
war of national liberation and led a suc¬ 
cessful partisan war against the occupa¬ 
tion forces, it succeeded in liberating the 
country from both the foreign aggressors 
and domestic opposition forces, including 
the monarchists. Albania was the only 
country in eastern Europe that liberated 
itself from the occupation forces without 
any outside help or military assistance. 
According to Enver Hoxha, “the Albanian 
people have hacked their way through 
history, sword in handl'. Shortly after the 
second world war. a military mission from 
the Soviet Union was invited to Albania. 

The Communist Party of Albania, 
which seized power in November 1944 and 
declared Albania a socialist country, 
strove not only to transform Albania from 
an agriculturally backward society to an 
agriculturally modern and industrialised 
society, but also to liberate Albanian 
women from societal oppression atiid male 
domination. Immediately after its 
establishment, the party condemned 
social laws condoning the oppression of 
women and declared the party’s position 
as one promoting sexual equality. This 
policy earned the overwhelming support 
of many women and caused a great 
number of them to join the party and the 
tanks of its partisan nghters. Women par¬ 
tisans engaged in various activities lang- 
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ing from direct participation in the armed 
struggle; supplying the partisans «vith food 
and clothing, and organising anti-fascist 
protest demonstrations in towns and cities 
throughout the country. 

Women’s participation in the war of 
natioruU liberation (1941-1944) increased 
in substantial numbers. According to 
available data, there were approximately 
6,000 women who joined the rank of the 
70,000 Albanian I^y members in the 
early 1940s. Many women members, for 
example, partisans Margarita 'lUtulani, 
Qeriba Derri, Buie Naipi, Zonja Curre, 
Faio Berberi, Liri Gero and Aneta Vreto 
and others, were martyrs for the cause of 
the national liberation war in Albania 
during the second world war.* 

The Communist I^rty maintained that 
national independence cannot be obtain¬ 
ed without broader participation of 
Albanian women in the struggle. To 
mobilise women, the party carried out 
political, organisational and educational 
work among women both in Cities and in 
the countryside and formed the Anti- 
Fascist Women’s Union of Albania 
(AWUA) to unify the struggle of Albanian 
women against the occupation forces. The 

Tablf I: Party MEMBtRSHiP. 1948-l%7 


War 


Number 

1948 


45,382 


1952 


44,418 


1961 


53,659 


1967 


101,500 


Source. Compiled 

from 

Hoxha’s report lo 

respective 

Parly Congresses 


Tabi f 2: 1 ABHOR 

E'ori r 

IN SiArr. SreniR, 

1970-1983 




(In Ihousandl 

Enterprise 

1970 

1980 

1983 

Industry 

128 

225 

253 

Construction 

58 

74 

81 

Agriculture 

76 

137 

152 

Transportations 

16 

27 

33 

Trade 

42 

48 

54 

Education 

32 

49 

53 

Health Services 

17 

33 

34 

Other Blanches 

24 

30 

38 

Total 

393 

623 

698 


Source. -Quarterly Economic Review, Count!y 
Profile, The Economist Intelligence 
Unit (EIU). London. 1987 1988. p 30 


AWUA expanded its network of political 
and organisational activities among 
women in liberated areas throughout the 
country. On November 4, 1944, the 
AWUA held its first congress in the 
liberated area of Berat, and appealed to 
an ever-increasing participation of 
Albanian women in the national libera¬ 
tion war. The AWUA elected a non- 
Communist, Ollga Plumbi as president^ 
and Lin Oega, a parly membei, as 
secretary general of the organisation. The 
AWUA held its second congress in July 
1946, at which a decision was made to 
change the name of the organisation to 
the Union of Albanian Women (UAW). 
The UAW chose Nexhmije Hoxha presi¬ 
dent of the organisation until the fourth 
UAW congress in October 1955. Nexhmije 
was replaced by Vito Kapo as head of the 
organisation. In the early 1970s, members 
of the organisation were estimated to be 
approximately 3,00,000.* 

The UAW continued its political and 
ideological work among women and laun¬ 
ched campaigns to eliminate illiteracy 
throughout the country. As a result, ap¬ 
proximately 26,188 women and girls learn¬ 
ed how to read and write in 1947; 27,183 
in 1948; 72,000 in 1950 and 1,75,000 in 
1955.'’ In addition, the UAW also tried to 
project its image of Albanian woman 
abroad by establishing and maintaining 
close relations with women’s organisations 
throughout the world and commemorating 
International Women’s Day on 8 March 
every year. 

In order to transform and modernise 
the country, the Communist Party of 
Albania (later known as the Party ol 
Labour of Albania |PLA] encouraged 
Albanian women to participate in 
agricultural and industrial development 
projects. Envei Hoxha, general secretary 
of the PLA, maintained that 
if Ihe woman lags behind and is nol al ihe 
forefroni of ihe struggle lor ihe construction 
of the bases of socialism, the country can¬ 
not advance, Ihe economy cannot prosper, 
and life cannot become more bcautilul The 
woman is a lacior of first-iaie imponance 
in the dcvelopmenl and advancement of ihe 
country 

Hoxha continuously struggled to com¬ 
bat male chauvinistic tendencies of some 
of the Pl.A members who opposed in¬ 


creasing female participation in both the 
party and the state apparatus. During a 
speech to the party conferentx; Hoxha 
addrnsed the issue and maintained that 
although socialist relations of production 
had been established and the oppressive 
classes no longer exist, there is a need for 
a revolution in the arena of people’s 
attitude and mentality because there are 
people, even communists and party of¬ 
ficials, who still have prejudiced attitudes 
towards women and believe in boutgeois 
notions of man’s alleged spiritual and 
physical superiority over women. These 
prejudices, Hoxha argued, 
are lying hidden in the skulls of communists, 
prejudices that have been weakened, but that 
siill exist, that it is the man’s job .to run the 
state’s affairs and that it should, therefore, 
be men who lead the party. We must combat 
and eradicate ihese notions... Women must 
really feel they are members of their own 
party, that they are leaders through the party, 
that they take an active pari in working out 
their own parly’s decisions, and that they 
carry them out and watch over them through 
iheir active revolutionary contribution to life, 
to production and lo the management of 
concerns.'* 

The PLA leadership waged a consistent 
ideological struggle to combat misogyny 
and the treatment of women as sex ob¬ 
jects. During a speech, Hoxha told party 
members that 

you must consider women as your compa¬ 
nions III life and al work. Behave as comrades 
and brothers with them, and see lo it that 
your relations with them are friendly, open, 
sincere, and honourable. Encourage young 
women lo lake pan in discussions al 
meetings, and lo criticise you when you are 
wrong. Do nol he angry with them when they j 
cinicise you.’’ ^ 

The PLA’s policy of women’s emancipa¬ 
tion was supported by women throughout 
the country and motivated women even 
more lo join the party. Table I shows the 
number of party members during the 
1948-1%7 period. 

In 1%7 female members of the party 
were estimated to be 8,280, or 12.4 per 
cent of the party’s membership and their 
numbers grew in subsequent years. 
Women constituted 30 per cent of the 
party’s membership in the early 1980s.'® 
Women occupied leading positions in the 
party’s hierarchy. Lenka Cuko served as 
a member of the party’s politburo, Vito 
Kap, Nexhmije Hoxha, and Fiqret Shehu 
were members of the Central Committee 
of the party and Lumturi Rexha served as 
the first secretary of Central Committee 
of the Labour Youth Union of Albania. 

in addition to this, women also held 
important positions in the state apparatus 
and other civilian establishments.' There 
were two women ministers. Themie 
Tbomai served as minister of agrictihufe. 
She made her way to the top position 


Tabu- 3: Eotit aihinai Esiabi isiimlnisSvmi Womi n l.i At mers, 1980-1984 


Tfear Number of Staff in Primary Sclioolv Tcacliiiig Slajl^in High Schoolv 



Schools 

Total 

hemal e 

Pci ('em h 

Total 

Female 

Per ('em 

1980 

1,559 

25,980 

13,060 

50.3 

5,392 

1,903 

35 3 

1981 

1,577 

26,100 

13,100 

50 2 

5,630 

2,I(X) 

37 3 

1982 

1,617 

26,440 

13,520 

51.1 

5,0(K> 

1.850 

37.0 

1983 

1,621 

27,100 

13.748 

50.7 

5,500 

2.050 

37 3 

1984 

1,631 

27,387 

14,017 

51.2 

6,957 

2.652 

38.1 


SoMMor UNESCO; Statistical Yearbook 1986, Belgium, 1986, p 111-92. 
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working «•« labouRr in the Add*, work- 
brigade and head of an agricultural co- 
opemtivn 'ftfta Cami replaced Thoma 
Deiiana as minister of education and 
culture. There were only three female 
deputies in the people’s assembly in 1948 
and their numbm increased in subsequent 
years to the extent that in 1970 there were 
72 female deputies out of a total of 
740 deputies to the Albania’s peoples 
assembly." In the mid-1980s, women 
compristnl 30 per cent of the deputies to 
the peoples assembly, 30 per cent of the 
members of the Supreme Court, and 30.6 
per cent of those elected to party forums 
and 40.7 per cent of the members of the 
Peoples Councils.'^ 

lb ens}irc increased participation of 
women in production and other economic 
development projects, the state established 
diy-care centres, kindergartens, bakeries, 
and other public facilities in every village. 
This enabled women to devote more time 
to socio-economic activities. The number 
of health institutions increased from 537 
in 1960 to 3,488 in 1980 and kindergartens 
from 62 to 2,174 within the same period. 
In 1980, there were 662 maternity wards 
and homes, 2,820 outpatient clinics, 2,941 
and 2,684 consultation rooms for mothers 
and children respectively.” 

The party also initiated a cultural 
revolution aimed at breaking the old scK-ial 
practices which opposed women’s libera¬ 
tion and their work outside houses. At the 
instruction of the party, intellectuals and 
the rank and file of the party went to the 
countryside to educate and inculcate a 
new social consciousness to working 
people. Party members taught women to 
rebel against old traditions and encourag¬ 
ed them to fight arranged-marriage and 
match-making practices. Conservatives 
backed by religious establishments were 
dismayed by the party’s line on women’s 
liberation and engaged in overt and covert 
campaigns against the government’s 
policy of social transformation. 

The opposition by conservatives to 
women’s liberation sparked anger among 
radical students and educated women 
throughout the country. Students at the 
Naim Frasheri High school in Durres 
launched a massive campaign for closing 
down relipous institutions in February 
1967.'* Subsequent to this, the state 
declared Albania an atheist nation. Article 
37 of the'Albanian Constitution states 
that “the stotc recognises no religion 
whatever and supports atheist propagan¬ 
da for the purpose of inculcating the. 
scientific materialist world outlook in 
people”. ” 

The state encouraged population 
growth by providing a special allowanw 
for each child within the family. The main 
reason for this has been described by the 


PLA at follows; 

' if we allow any further decline in the rates 
of increase of the population, then sooner 
or later, we should have to accept the aging 
ptmulation of our country, a phenomenon 
which has become a threatening problem 
today in all capitalist countries.'* 
Although family ties were traditionally 
strong in Albania, the state paid special 
attention to promoting and consolidating 
parent-child relationships. Article 48 of 
the Constitution states that 
a mother is entiiicd to paid leave prior to and 
after childbirth. The state opens maternity 
homes and creches and kindergartens for the 
children. The children are duty bound to can* 
for parents who are disabled and lack the 
necessary means of livelihood.” 

The party’s struggle for socio-economic 
transformation and women’s liberation 
led to a greater involvement of Albanian 
women in various socio-economic pro¬ 
jects. For example, there were only 605 
female employees (less than 10 per cent 
of all industrial workers) in 1948, while 
in the late 1950s, female workers con¬ 
stituted 20 per cent of all industrial 
workers. In 1983, there were 6,98,(X)0 
women workers out of 1,626,315 labour 
force.'* Table 2 shows the number of 
female workers in various development 
projects in 1970-1983. Article 30 of 
Albania's constitution stipulates equal pay 
lor equal work Citizens ol the country 
are not subject to any kind of taxes 
(Article 31). Article 41 of the Constitution 
giants women equal rights with men in 
pay, holidays, social security, education. 


employment as well in the fiunily. The 
slate provides people necessary medkal 
services and treatment free of charges 
(Article 47). 

Modernisation and industrial develop¬ 
ments required women to raise their 
technological and managerial skills. In 
order to achieve this, the state provided 
free education to women. In I97S, there 
were 2,68,896 girls enrolled in various 
educational institutions and 2,928 women 
at the university in Tirana.” In 1984, the 
number of primary schools was estimated 
to be 1,631 and that of students 5,40,332. 
There were 2,56,767 female (48 per cent 
of student population) in primary 
schools.® Thble 3 shows the number of 
schools and female teachers in 1980-1984. 
In the 40 years following the second world 
war, the educational gap between men and 
women was narrowed to the extent that 
girls make up 45.3 per cent of primary 


Tabu 6: I-i.mai r Facuii y Memblrs, 
1975-1984 


Year 

Teaching Staff 

Total 

Female 

Per Cent 
of Female 

1975 

10,001 

1,282 

12.8 

1980 

12,572 

1,599 

12.7 

1981 

9,387 

1,520 

16.2 

1982 

9,414 

1,567 

16.6 

1983 

9,644 

1,656 

17.2 

1984 

9,945 

1,737 

17.5 


Sourt'e: UNESC.'O, Stalislical Yearbook J986, 
Belgium, 1986, p 111-258. 


r ABLE 4 STUDPNIS r.NKdl MFNT in PRIMARY \NI) HlC.II Sc HOOl S. 1980-1984 


Year 

Sliidcnl 

Total 

s in Primary Schools 

Students in High Schools 


Female 

Per Cent F 

Total 

Female' Per Cent F 

1980 

1,6.1,866 

73.288 

44.7 

1,27,423 

50,200 

39.4 

1981 

1,50.700 

67,540 

44.8 

1,29,037 

51,751 

40.1 

1982 

1,48,285 

— 


1,34,621 

55,626 

41.3 

1983 

1.S6.248 

— 

— 

1,42,159 

59.442 

41.8 

1984 

1,59,440 

72,264 

45.3 

1,51,934 

64,647 

42.5 

Source: UNESCO, Statistical Yearbook 1986, Belgium, 1986, p 111-174-258. 



Tahi b 5: Number oe Students in Universities, 1980-1984 


Field of Study 


1980 


1984 




Total 

Female 

Per Cent 

Total Female Per Cent 





F 


F 

Education, teachers training 1,530 

808 

52.8 

3,090 1,577 

51.0 

Humanities, religion 

1,041 

591 

56.8 

1,010 590 

58.4 

Fine Arts 

301 

103 

34.2 

500 165 

33.0 

Law 


311 

119 

38.3 

423 194 

45.9 

Social and behavioural 






sciences 

2,225 

1,572 

70.7 

3.0i4 2,072 

68.3 

Natural sciences 

636 

348 

54.7 

1,100 627 

57.0 

Medicine 

810 

457 

56.4 

997 473 

47.4 

Engineering 

2,725 

861 

31.6 

4,728 1,382 

29.2 

Agriculture,'fishery, forestry, etc 4,581 

2,227 

48.6 

5,913 2,350 

39.7 

Others not specified 

408 

1J5 

33.1 

490 150 

30.6 

Total 


14,568 

7,221 


21,285 9,580 

— 


Source: UNESCO. Statistical Yearbook 1986, Belgium, 1986, p 111-304. 
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■chools and 42.5 per cent of high schools. 
Ihble 4 shows the number of female 
students in primary and high schools. 

Students enrolment in universities also 
increased. Out of 14.568 students there 
were 7,221 female students in 1980 and 
9,580 out of 21,285 in 1984. Women out¬ 
number men in areas such as social and 
bdiaviouial as well as natural sciences. 
Ihble 5 shows the number of university 
studentsin various fields of study during 
1980-1984. Female teachers constituted 
51.2 per cent of teaching personnel in 
primary schools, 38.1 per cent of high 
schools and 17.5 per cent of faculty 
members in universities. Ihble 6$hows the 
number of female faculty members in 
universities in 1975-1984. 

The government also provided educa¬ 
tional programmes to people throughout 
the country through radio and television. 
A great number of women were engaged 
in literary and artistic activities. Prior to 
worid war II there were no women writers. 
Ibday women publish an average of 12 
publications covering all literary genres 
from children’s literature to poetry, novels, 
and other creative works. There are 54 
women members in the Writers’ and 
Artists’ League. Women constitute nearly 
half of the number of artists in The 
Peoples’ Theatre, The Opera and Ballet 
Theatre and the Folk Song and Dance 
Ensemble Women are managers, directors 
and producers in various cultural, educa¬ 
tional and broadcasting institutions. 

The direct involvement of Albanian 
women in the armed struggle along with 
the Albanian partisans against occupation 
forces not only contributed signiFicantly 
to the liberation of Albania but also 
awakened their social consciousness to the 
extent that they realised their desire to 
fight for their rights in the face of social 
oppression and male domination. Accor¬ 
ding to an Albanian writer, an Albanian 
woman, “with her father’s old rifle... she 
wanted to kill her past, to gain freedom, 
and to open the way to a new life’’.^' The 
armed struggle tempered Albanian 
women, taught them self-esteem, political 
consciousness, professional and organisa¬ 
tional skills and helped them to be 
independent and develop initiatives. 

The state policy of providing employ¬ 
ment for women in various development 
projects reduced the material bases o.f 
inequality between men and women. 
Work outside their homes enabled women 
to be independent of their husbands in 
financial matters. In addition, the ex¬ 
propriation of private ownership of the 
land and its sub^uent collectivisation on 
the one hand, and the proclamation of 
Albania as a religion-free society on the 
other, led to the elimination of blood 
feuds (the material bases of quarrels and 


fights) among the peasantry and other 
social strata as well as religio-ethnic feuds, 
tribal vendettas, and the oppression of 
women by men. 

Notes 

1 Central Intelligence Agency (CIA), The 
World Facibook, Washington DC, May 
1988, p 2. 

2 Enver Hoxha, Prmaple Documents of the 
PLA, The 8 Nentori Publishing House, 
Tirana, 1978, vol 4, p 303. 

3 Bukurie Sekenderi, The Emancipation of 
the Albanian Women’ in On the Road of 
the Emancipation of the Albanian Women. 
The 8 Nenion Publishing House, Tirana, 
1985, pp 51-52. 

4 Nedret Hoxha, The Role of the Albanian 
Women in the National Liberation War’ in 
On the Road of the Emancipation of she 
Albanian Women, op cit, p 7. 

5 Peter R Prifti, Socialist Albania Since 1944, 
The MIT Pr^ Massachusetts, 1978, p 104. 

6 Rolanda Dhimitri, ’Education and Scien¬ 
tific (^ualincation—A Deed of the Party—is 
Closely Linked with the Formation of 
Women’s Vital Responsibility’ in On the 
Road to the Emancipation of the Albanian 
Women, op cit, p 27. 

7 Jan Mvrdal and Gun Kessle, Albania 


Dtflam, Monthly Review PicM, New Tbrtc, 
1976. 

8 Ibid. 

9 Enver Hoxha, On the Problem ef Women, 
Naim Fraeheri Publishing House;.Tirana, 
1967, p 164. 

10 Bukurie Sekenderi, op cit, p II. 

11 Ramadan Marmulloku, Albania and the 
Albanians (Ir) Margot and Bosko 

MiIos.hI|cmi. (t oMiKvlicui: Archon Hooks. 
1975), p 90. 

12 Bukurie Sekenderi, op cit, p 18. 

13 Kozma ‘^karco. Agriculture in the PSR of 
Albania, The 8 Nentori Publishing House; 
Tirana, 1977, p 94. 

14 Peter M Prifti, op cit, pp 160-61. 

15 Constitution of the f^oples Socialisi 
Republic of Albania, The 8 Nentori 
Publishing House, Tirana, 1977, p 20. 

16 The National Conference: On Probhms of 
the Developm ent of the Economy in the 7th 
Five-Year Plan, The 8 Nentori Publishing 
House, Tirana, 1983, p 157. 

17 Constitution of the Peoples Socialist 
Republic of Albania, op cit. 

18 United Nations, Statistical Yearbook 1983, 
New York, 1985, p 73. 

19 Ramadan Marmulloku, op cit. 

20 UNESCO, Statistical Yearbook 1986, 
Belgium, 1986. p 111-22. 

21 J Alibali, ‘Mera of Oroshi’, New Albania, 
March 1961, pp 14-15. 


SAMEEKSHA TRUST BOOKS 

Selections of Articles from Economic and Political Weekly 
General Editor: Ashok Mltra 

Poverty and Income Distribution 

Edited by 

K S Krishnaswamy 

While there has been, over the years, a perceptible increase in per capita in¬ 
come and expenditure and possibly some decline in the incidence of pover¬ 
ty in India, what still remains is massive and of a kind that is not remedied 
quickly or smcKHhly. Even with radical policies, the shifts in income and oc¬ 
cupational structures to make a serious dent on it will take more than the 
rest of this century In the welter of recent exchanges towcen the govern¬ 
ment and the oppo.sition as well as between planners and market advocates 
on the strategy of growth, these issues, have been iaigely obfuscated, it is 
therefore more than ever necessary today to recognise the magnitude of the 
problem and the inadequacy of the measures adopted so fiu to deal with it. 

pp viii + 420 Rs 240 

Lopsided Growth 

Political Economy of Indian Development 
by Pradhan H Prasad 

This collection of essays in political economy unravels the forces which have 
aaed as a drag on Indian development. The Achilles' heel of ItuUan develop¬ 
ment plans, the author argues, has been their preoccupation with investinciu 
planning to the. negtea of Institutional tcansforination. Within this broad 
framework the author discusses a wide range of sul^ecu including macro¬ 
economic plan models, choice of techniques, the peftistence pf outmoded 
produaion relations in agriculture, growing political aaicttion by the middle 
peasantry, roots of agrarian violence and uneven icgional growth. 

pp vil + 125 Rs no 
Available ftom 

OXFORD UNIVERSITY PRESS 
Bombay Delhi Calcutta Madias 


1002 


Economic and Political % 1992 



PERSPECTIVES 


From Mentor to Master: West and 
East in the World Order 

pipapkar Sinha 

From the third world perspective, it is unfortunate that more than 
the propagational efficiency of the Hrst world, it is the ever- 
decreasing self-assurance of the third world which is reinforcing 
the ‘west knows better* attitude. This seems to be a truism if one 
refers to the New International Economic Order. 


THE process of de-colonisation in the post- 
second world war period was accompanied 
by a subsidence of antipathy to the west in 
many of the former colonies. In India, for 
insunce, Bengal possibly led the way in the 
pie-independence period so far as the 
nationalist hatred of the west was concerned. 
Since independence, the adoption of a 
western style-parliamentary democracy 
moderated this hatred, the Nehru era offer¬ 
ing a paradigm of totalled free exchange 
of ideas between India and the west (but for 
all psychological and practical purposes, 
England). America was still an ideological 
pigmy so far as Indian liberalism was con- 
cerncH. It was, at that time, not unusual for 
liberal Indian bureaucrats and academics to 
agree with Harold Laski when he opressed 
preference for a country where English was 
spoken not “with an ox treading on the 
tongue^'.' The belated triumph of English 
Fabianism was accompanied by a Sydney 
and Beatrice Webb model of Russian-based 
communism. Despite their best intentions, 
however, the net result was good life for most 
of the miherents of a synthetic ideology. It 
did not need much ideological and mental 
effort, for the ‘mentor’ remained England, 
perhaps through her somewhat dissident 
sons, the English sodalisu and their supreme 
mouthpiece, the New Statesman. 

When did the Time magazine begin to 
replace the New Statesman? It took perhaps 
a decade and a half and meanwhile the 
Indian upper- and middte-class have gone 
through a transformation. Did marketing 
become the chief objective of life as an end- 
product of the changes? For a time, in the 
60s and early 70s the arislocralic culture of 
western Europe, both in the generic and the 
intellectital sense of the term, perhaps pro¬ 
vided a last ditch resistance to the culture 
of marketiifg. Meanwhile the two world wars 
intervened. The wan which were basically 
European showed the inadequacy of Euro- 
, pean powen in putting their house in order. 
/■Very naturally, USA could interfere The 
transitional was represented by Bertrand 
Russel. A di^te of the United States as an 
expansioaistlt|)bnoffiic and cultural force 
was Sq deewllpngrained in him that some 




of his statements were sometimes interpieted 
as anti-American and pro-Soviet. 

The autonomy of the intellect as opposed 
to the pressures of the big state created an 
ideological situation in which the third world 
(to use a rather pedestrian term) intellectuals 
could participate without a sense of 
inferiority. It was, however, a dialogue bet¬ 
ween a friendly preceptor and an articulate 
disciple. The aristocratic intellectual culture 
of western Europe was a psychological prop 
for thinking men in the third world. It was 
a global perspective strengthened by the 
misdeeds of McCarthy and Dulles, and the 
American atrocities in Vietnam. The market 
culture was waiting in the wings as if look¬ 
ing for the inevitable lapses on the part of 
actors in a classical drama on a neo-realistic 
stage. The inevitability of market operation 
was somewhat subdu^ by the resistance of 
the old regime in which the economic man 
had not overshadowed the rest. 

II 

Human civilisation never accepted the 
’banya’ as it docs now. The ‘banya’ has a 
singlemindedness and a certain perseverance 
which may call for years of waiting. In the 
process of elevation to another form of 
culture the 'banya' of 1991 may still betray 
the tooth-grinding habit which one could 
witness on the television clippings from the 
UN (US) war against Saddam Hussein. At 
one point, the UN-sponsored action had 
been necessarily interpreted by the US as 
hostile to its interests. Mercifully, the 
pluralistic society in the US allowed at least 
a certain freedom to its intellectuals or 
non-establishment men. But one may 
suspect that even this intellecnill process wgs 
ultimately connected with the market opera¬ 
tion and that the market in the third world 
and the freedom associated with it might be 
a fragment in our society—-a fragment left 
by the First world to its margiiia) operators. 

These marginal operaiore have hod been 
working for a long time as conservatives in 
Latin American society. Looking at the 
record, it does not seem (hat theiCurrem 
triumph of laissez-faire doctrine would be 
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anything but a desperate attempt to the 
enlarged middle class of the third world to 
survive the shocks of the market economy 
in which the Japanese tycoon calls hk 
American counterpart a ‘wimiF. The giam 
may have the feet of clay as the Japanese 
might have demonstrated and dependence 
on the giant who might also be a v^p mgy 
not be fruitful in the iong run. 

But the third world seems to oelieve firmly 
in the oft-quoted Keynesian dictum—in the 
tong run we are all dead. The thought pro¬ 
cess and the acts of the government, the 
power elites and an impressive ..ection of the 
population of the developing sutes are so 
much moulded by the west-centric * 00 ( 111 * 
view that there is little effort to provide 
alternative idioms, ideas, approaches and 
discourse even though criticism of thd 
prevailing economic system and its poUtkJI 
foundation has been going on for four 
decades. Golden opportunities to create 
‘alternatives’ were missed when the develop¬ 
ing states invariably failed to capitalise on 
the periodic crises of the capitalist ecMMiiiy. 
The failure was evident in the early TOs whn 
the devaluation of dollar, an event which vns 
unthinkable in the 60s, and recession, hit the 
west where it hurts most. The third world 
failed to learn a lesson again from the 
stockmarket crash of 1987, an event which 
was an eloquent expression of the endemic 
divorce between the so-called symbolic 
economy (money) and the real economy 
(production).^ With the new world order 
proclaiming the resurgence of capitalism 
chances of questioning ‘the west knows 
better’ attitude are slim now. 

lb be fair, the political economy of wmld 
development reveals the tremendous pro- 
pagational efficiency of the west in 
dissemination of ideas. The awesome pio- 
pagational efficiency has a clearly estaUbh- 
ed linkage with equally, if not more 
awesome development in electronic com¬ 
munication technology. Near total monopoly 
of the US in satdiitc technology in pnitirahu' 
has shaken the world as never before; 
especially with the simultaneous operation 
of ‘instant’ information and the tou^ issue 
of information control. It must oto be 
acknowledged that men of eminence from 
the west worked deftly and tirdeasly to usher 
in the American century throughout the 
world. For instance, it was with equal ual 
that two contemporariet, Dulles,thpmasier- 
mind behind the doctrine of'msmive ntalin- 
tion*, aitd Henry Luce, the founder of 
Time—dedicated themselves to the cause rrf 
what they called *(110 purity of fteecntcOMriK 
America*. In the words of an observer,^ they 
were‘lusisting therestof theworldlopar- 
take of the same purity through the iaaeruBR- 
tion of the holy gbi^ that is to say, the 
United States’*. While these is no scope to 
harbour the dream (or dmr-dream) thm the 
developing states would be as creative and 
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■df-fcHant in communicatioD technoioiy as 
the west in near future, it is perfectly within 
*reasoiMble limit’ to hope that the develop¬ 
ing states would not take the ‘road to 
serfdom’. 

Ill 

From the third world perspective, it is un¬ 
fortunate that more than the propagational 
efTidency of the first world, it is the ever- 
decreasing self-assurance of the third world 
which is reinforcing the ‘west knows better' 
attitude. This seems to be a truism if one 
refers to the New International Economic 
Order (NIEO). Even the staunchest sup¬ 
porter of the first world-superiority has to 
admit that the west had suffered humiliation 
during the Arab-lsra^ War in iate-1973 
when most of the OPEC states embargoed 
oil shimpment to the west. “Except for a few 
muffled warnings ffom the United States 
about the potential for hostile actions... 
no... wor^ weit uttered or actions taken 
that might have suggested that the u.se of 
armed force against the Arab centres 
was even contemplated... Quite the con¬ 
trary. Arab leaders were courted... and 
offered a plethora of bilateral trade, 
technical assistance and industrial develop¬ 
ment packages. . 

So when the Sixth Special Session of the 
UN General Assembly started the discussion 
on the NIEO and the related Programme of 
Action in 1974, there was enough as the ‘feet 
of clay of the giant’. But even a cursory 
glance of the NIEO reveals that the demand 
for changes in the prevailing pattern of trade, 
aid, investment, technology and inter¬ 
national finance was mainly based on the 
assumption that the developed states would 
take the initiative in restructuring the inter¬ 
national economic relations. Some excerpts 
would make the point clear. For instance, an 
important part’ of the Programme of 
Action is; 

The developed countries should respond 
favourably.. . to the requests of developing 
countries for the financing of industrial 
projects. 

The developed countries should encourage 
investors to finance projects in 
developing countries. 

The section on general trade contains the 
following part; 

Developed countries should make ap¬ 
propriate adjustments in their economies so 
as to.. . permit a rational, just and equitable 
international division of labour'' 

While it is perfectly natural for the develop¬ 
ing states to attempt to alter their marginalis¬ 
ed existence in interiuttional economy, the 
whole issue becomes self-defeating when the 
very basis of the campaign strategy is based 
on the naive assumption that the west would 
provide leverage on its own. No wonder the 
NIEO with all its grandiose devdopmentalist 
proposals remained primarily a fiasco con¬ 
forming to the constitutive and organisa¬ 
tional logic of the world economic order and 
eroding any hope of improving the economic 


and political position of the third world in 
the gl^al system. In any international 
negotiating strategy, more so when it is an 
instrument for a systemic chd^e, the selec¬ 
tion of ideas and conversion of tiK adopted 
ideas into a formidable framework of issues, 
are the most crucial part of the whole pro¬ 
cess of launching an offensive based on an 
understanding of self-interest. Any blunder 
at the very outset of the process can be com¬ 
pared to losing a football match by same side 
goals. 

To a great extent our argument coincides 
with Roy Preiswerk’s question; “Is the New 
International Economic . Order Realty 
New?”^ It is interesting that as far back in 
1989 Muchkund Dubey made it clear that 
“in the prevailing conditions and correla¬ 
tions of forces the developing countries had 
no option but push back their original con¬ 
cept of a new international economic order 
and revise their negotiating position in the 
north-south dialogue".' This, to a certain 
extent, explains why India is now being made 
o crawl before the ‘almighty’ west. 

IV 

As a result of the virtual surrender of in¬ 
itiative to the west, discourses within the 
third world states, as in India, remain con¬ 
fined to doctrines, whether socialist or 
capitalist. Prolonged dependence on the im¬ 
port of mental food from the west has 
created a habit of thinking in categories, 
often cliches, in the context of breathtaking 
developments in the world of today—which 
acts as an infallible guide both to the past 
and to the future. Indian social scientists, 
often revel in them and waste their verbal 
energy on interminably prolix discussions 
which do not lead anywhere. 

The dependence on doctrines was never 
clearly spelt out. But their virtual inap¬ 
plicability heightens dependence on mental 
and practical stimuli from the west which 
had been undermining our institutional net¬ 
work. This institutional network, as the 
Indian experience shows, had for its basis 
universities founded in colonial times, 
institutes like the Asiatic Society in India, 
laboratories of science manned by people 
with a strong sense of self-respect, voluntary 
associations which flourished in the late 19th 
and early 20th centuries. The first world 
institutions, particularly the American 
universities with all their facilities and en¬ 
couragement of work ethic have become the 
ultimate goal of promising, and sometimes 
not-so-promising young men of the third 
world. Ibsts of cmjectified knowledge, 
such as the SAT and the GRE, for which 
thousands of young Indians appear, have 
established wide networks as channels of 
recruitment. Indian institutional strength is 
no match for the organisational sinews of 
the west. The cultural and social milieu of 
the early 20th century—till independence— 
could invite people like Jagadish Chandra 
Bose and P C Ray back to India. Ibday, 


maybe they wouM^stay bade « 
labour’ in the west. 

The best scientific journals of the first 
world, such as Physical Review, Nudear 
Physia and Specimchimka have set a stanx 
daid seemingly unattainable by the scientifk 
community of the third world. And this is 
not only true of sdentifle journals. TLS 
would not as a matter of policy review books 
published in the third world, even by the sub¬ 
sidiaries using first world names as an im¬ 
print. In fact, colonialism is not a matter of 
simple arithmetical oetcise in exploitation, 
especially when it comes to colonisation of 
mind. It left a habit of mind which dares 
not cross the magic circle even as Sita did 
to fall into the snare of Havana. 

In all the interminable debates over the 
rote of the market/the free market in third 
world sutes, very few questims are being 
raised about the role of the state in the so- 
called third world context. In fact, the con¬ 
cept of the third world breaks down at one 
point and the Scandinaviin phenomenon 
might seem nearer to our reality than the US 
or Japanese models. Quite sometime ago^ 
Gunhar Myrdal in Asian Drama mention¬ 
ed the Soft State in the third world. In the 
Scandinavian manner of speaking, the term 
might mean relative lack of social control. 
But even Myrdal’s ideas might not be too 
relevant now when a whole new vista is 
opening before us. What a stimulus! It is 
more than a decade since Edward Said/rom 
the first world moved his piece on the in¬ 
tellectual chessboard. The present scenario 
is stimulating enough to call for mote Saids. 
The information game goes on and one ban 
only hope none has the last word. 
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Medical Policy in Colonial Bengal 

V R Mureleedharan 

Imperialism and Medicine in Bengal: A Socio-Historical Perspective by 
Poonam Bala; Saxe Publications, New Delhi, 1991; pp 174, Rs 185 (hardback). 


THERE were at the turn of the century only 
about 1,000 British medical men most of 
whom were in the Indian Medical Service at 
the helm of affmrs, defining what scientiHc 
medicine means, directing as to how 
medicine should be Uught, practised and 
developed, and what the state should do in 
order to protect and promote the health of 
the people. Poonam Bala’s* book is an at¬ 
tempt to understand their work, with an em¬ 
phasis on Bengal. Her inquiry into the 
developments in Bengal is a welcome addi¬ 
tion to the growing literature on the subject 
which has of late begun to attract the atten¬ 
tion of the scholars. Her objective is to “ex¬ 
plore the trends in medical policies of the 
State” and thereby “assess the impact of the 
State on medicine in the nineteenth and early 
twentieth centuries” (p 15). She attempts to 
achieve this by highlighting the following 
issues: (a) attempts at professionalising 
medicine, (b) evolution of public health 
policies, and (c) trends in medical education. 

The book begins with an overview of the 
history of indigenous medicine in India over 
the centuries, literally beginning with the pre- 
vedic period to how western medicine co¬ 
existed with indigenous medicine until the 
early 19th century. The story of western 
medicine in India offers excellent insights to 
study the development of western science in 
a colonial context. Ayurvedic and unani 
medical systems flourished for many cen¬ 
turies before the arrival of Europeans in 
India, as the author says, “without posing 
a threat to each other”. In fact, during the 
early period of their territorial aggrandise¬ 
ment and consolidation of power, the British 
had encouraged indigenous medicine along 
with western medicine (alternatively called 
‘allopathy’) not so much due to respect as 
to the necessity and the fact that both had 
“similar basis of treatment and diagnosis so 
that one system did not threaten the other” 
(63). But from the 1830s onwards, with “the 
insistence of English as the medium for all 
recognised forms of knowledge”, it was “im¬ 
possible for training in Indian medicine to 
follow a format that would meet with the 
approval of the British State” (pp 63-64) 
Also, the rise of chemical and drug industry 
and the growing profession of medicine in 
Britain were the principal causes.for creating 
“a vast gulf between Indian and western 
medical sciences...” (p 64). The gulf also 
widened as a result of the increasing 
dominance of the reductionist philosophy m 
die development of western medical science. 
Though indigenous medicine was not ac¬ 
corded the status of a rational scientific pur¬ 
suit, it did not totally disappear. The sup¬ 
port of the state continued though in a 
limited manner mainly for finanaal reasons. 


Yet, at the same time, efforts were also made 
to preserve and promote indigenous 
medicine through establishing schools and 
colleges such as for example the Astanga 
Ayurvedic College established in 1916/17. 
The standard of indigenous medical cur¬ 
ricula was'sought to be improved by incor¬ 
porating elements of mirdcrn chemistry, 
biology and physiology. From the turn of 
the century, as a result of the pressures from 
the nationalist movement, the state had to 
show some concern towards the future of in¬ 
digenous medicine. 

Although professionalisation of medicine 
in India was influenced by developments in 
Britain, western medicine in India could 
never achieve full dominance and the sort 
of monopoly it enjoyed in Britain. The main 
reason for this, as the author points out, was 
the existence of several medical groups each 
trying to legitimise its own professional posi¬ 
tion Coupled with these, there were other 
reasons why the state's medical policies (par¬ 
ticularly the public health policies) in India 
could not be as successful as they were in 
Britain: “In Britain, State priorities were 
much more extensive, while in India, the 
British State had much more limited 
perspective with respect to medicine. Western 
medicine was introduced in India as pan of 
the bureaucratic machinery, whereas in Bri¬ 
tain It was pan of a social and economic 
movement” (p 144) 1 hat is to say that the 
Bntish for a long lime were concerned about 
the health ol the army and British popula¬ 
tion, for obvious reasons, and later when 
they did extend their concern to include the 
interests of the indigenous population, only 
the local elite (the ‘bhadralok* in the case 
of Bengal) could benefit Irom state provi¬ 
sion of health cane. Besides, the author notes 
that the vastl> different social and religious 
conditions in India as compared to Britain 
contributed to a large extent to the failure 
of western medicine in India Nonetheless, 
in a limned manner, the policy of churning 
out a larger number of medical assistants 
and licentiates with a shorter jieriod of train¬ 
ing in western medicine continued lor finan¬ 
cial reasons rather than due to any definite 
policy. As a result, thtie were more medical 
schools than colleges—by the end of 1930s, 
Bengal alone had nine medical schools in 
western medicine out of 26 in the entire 
British India. 

For a proper understanding of the trends 
in medical policy in colonial India, it is 
necessary to consider the stale’s attempts at 
professionalisation and its policies regarding 
medical education 

Poonam Bala gives valuable details on 
these issues with respect to Bengal. Her 
account of the developments in Bengal (of 


19th and early 20th centuries) gives a 
ture of the various “phases of competition 
and accommodation” between the western 
and indigenous medicines. This is contrary 
to the common belief that it was always one 
of competition between them. Thke tot 
example the origin of the native medica' 
doctors. The first official interest in in¬ 
digenous medicine was shown in 1813, the 
year in which Whitelaw Ainslie's Materia 
Medica of Hindoostan appeared.-As a result 
of the growing recognition that a knowledge 
of indigenous medicine would prove bene¬ 
ficial to the European practitioners, the 
colonial government established in 1822 in 
Calcutta the Native Medical Institute (NMI). 

This was followed by the institution of 
Calcutta Sanskrit College and Calcutta 
Madrasa where parallel instructions were 
carried out in indigenous and translated 
western texts; the former imparted instruc¬ 
tions in ayurveda and the latter in unani 
medicine. All treatises on surgery and 
medicine were translated from English into 
‘Indian vernaculars' and were taught along 
with works on indigenous medicine. What 
IS important to note here is that these ‘native 
doctors, who found employment jn the 
army, vvere taught in Sanskrit or Persian, and 
that selection of students was not influenc¬ 
ed by their ethnic or religious background. 

Thi.v is clearly an illustration of the colonial 
policy of accommodation. 

But this policy did not last long. In 1835, 
the NMI wa.s abolished and the medicat 
classes at the Sanskrit and the Madrasa col- p 
leges were discontinued as a result of the e 
“ reformation tactics ol William Bentick”. a 
TJic establishment of the Calcutta Medical f 
College in 1835 with its western dominated | 
medical education “represented the end of | 
attempts at a peaceful amalgamation of in- ^ 
digenous and western medical education”. ^ 
From this year on. the indigenous medical | 
groups in tengal, as in other parts of India, -r 
struggled to establish their status in the | 
profession. | 

Poonam Bala gives a straightforward ac- | 
count of how western medicine was intro- | 
duced and evolved in India, and she has 
carefully avoided falling into any ideological 
trap; she neither applauds nor condemns the 
colonial medical policy, as being beneficial 
or harmful to Indian society and culture. 

While it is necessary to deal extensively 
with all-India developments as well as 
developments in Britain to understand the 
subject, a book written to highlight the ex¬ 
perience of Bengal should have extensive 
discussion on what happened in Bengal per 
se. For example, there is no mention of the 
role of the Calcutta municipality and how 
the perception of the municipal authorities 
influenced specific measures taken to tackle 
public health problems in the city. One 
would also like to know what kinds of 
debate took place in the municipal council 
as to what should be done and how it should 
be done in order to combat infectious 
diseases. If one were to go by the archival 
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UHiniciiM fVcords available in Manias 
,'Jml Deibi, there it every reaton to suppose 
thiu thnilar debates should have taken place 
in Bengal also. Ihke for example smallpox. 
Tbe mtinKipa] commissioners in Madras by 
the turn of the century faced enormous dif- 
flcuhict in building an isolation hospital for 
titating smallpox patients. The inoblem was 
not just one of finding sufricient funds for 
onutnicting the hospital but it was also one 
of convincing themselves about the useful¬ 
ness of such a hospital. Ihke as another ex¬ 
ample the discovery of anopheles mosquito 
by Ronald Rots as the malaria-carrying vec¬ 
tor. Not only among the policy-makers in the 
. Madras government, but even among the 
medical authorities in Britain, there was an 
fauente debate on the usefulness of adopting 
measuies suggested by Ross based on his ex¬ 
periments in Africa. The details of such 
debates as they took place in Bengal will 
throw a lot of light on disease-specific 
poiiciet and why the public health policy in 
Bengal was not a success. 1b put it different¬ 
ly. we would like to know more about 
specific ideas and perceptions of the policy¬ 
makers in the Bengal government and how 
they contributed to the development of 
western medicine in Bengal. It is not clear 
as to why the author (having stayed in 
England during the period of her research) 
has not used the material available at the 
India Office Records (at London) and the 
private papers of eminent medical men like 
Ronald Ross who in many ways shaped the 
medical policy in colonial India. 

The value of the book would have been 
enhanced had the author devoted some 
space on the following points which have 
ipreat relevance to the nature of medical 
policy in colonial India: (a) A brief analysis 
of the financial allocation for medical care 
in Bengal, since the author cites the lack of 
Binds as an important constraint for the 
slow diffusion of western medicine. The 
reader also does not get a picture of the 
growth of hospitals and the policies that 
governed them with respect to admission of 
patients, fee for various services they offered, 
popiilations they covered, etc. In a study of 
tiiis nature, it is also necessary to give a pic¬ 
ture of the history of the health department 
in Bengal and the distribution of respon¬ 
sibilities and decision-making power within 
tbe department. It would be interesting to 
know in what way the priorities of the 
depa r t m ent were influenced as a result of the 
, increasiag r^resentation of Indians in the 
: Indian Medical Service, (b) What was the 
role of traditional midwives and the govern¬ 
ment's attempts to organise the profession 
of nufsing? As early as 1839, the Hospital 
Nurses Institute was ftmned in Cakutu, and 
by the end of the century efforts were made 
hi tttffereot parts of India to tmin nurses and 
midwives with the help of Lady Duffrin's 
Ftind and the Association of Hospital 
Matrona (c) Bengal of the 19th century (par¬ 
ticularly Calcutta dty and its neighbour¬ 
hood) had perhaps the largest number of 
folhwcn of homoeopathic medicine, and it 
also saw a large number of converts from 
other systems of medicine. It is claimed tfiat 


Bengali physicians espoused homoeopathy 
with remarkable zeal and that by the mid¬ 
dle of 19th century “homoeopathy passed 
through a process of naturalisation in the 
Indian socio-economic milieu.. .”[l). How 
did that happen? How did the state react to 
it? How is it that by the turn of the century 
homoeopathy lost its appeal and waned? It 
is necessary to discuss these issues in order 
to understand better “the competition and 
accommodation” between various medical 
groups. 

Typographical mistakes are inevitable, but 
care should have been taken losee that they 
did not occur while presenting important 
facts. To cite two specific instances: the 
discovery by Ronald Ross of the malaria 


.vector was made in 1897, not in 1179 (p 95b 
and on page 94, the author daims that 
cholera ^ not reach Europe umi) 1930s! 

Despite these omissions. Poonam Bala’s 
book will serve as a very useful introductory 
reference book about the dbcipline of 
history of medicine in India. There ate 
valuable pointers in this book for new and 
further research for scholars in this field. 

Reference 
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Manifesto for Federal Debate 

A G Noorani 

Federal India: A Deiti^n fur (Change by Rasheeduddin Khan; Vikas; pp 146, 
R.S 150. 


NOT even the collapse of the highly cen¬ 
tralised federations of the Soviet Union and 
Yugoslavia have taught on Bourbouns any 
lesson in statesmanship. Witness the latest 
breach of the federal principle—the imposi¬ 
tion of president’s rule in Nagaland after the 
governor had dissolved the stale assembly 
on the chief minister’s advice and ordered 
fresh election without seeking the centre’s 
prior approval. 

Rasheeduddin Khan’s book, is not one of 
the conventional writings on Indian 
federalism we come across in which as Frank 
Moraes put it, the writer puts in the book 
he writes what he finds in the books he 
reads. The writer has a particular stand point 
and his book is “a manifesto to build public 
opinion for a basic transformation of the 
polity” for a wider discussion. 

The great merit of this book is that it 
places Indian federalism in the context of 
India's rich diversities. “India is not a nation, 
in the conventional sense of the term. India 
is a Federal-Nation. This distinction is vital, 
and of the very essence of our plural ex¬ 
istence.” The formulation is as sound as it 
IS bold. India’s federalism is the best 
guarantee of its unity. 

Rasheeduddin Khan begins by setting out 
briefly the global context of federalism 
before describing the Indian perspective and 
the complex Indian situation. If there is one 
distinctive feature of this study it is its con¬ 
sistent pursuit of the theme of federalism as 
the only answer to our diversities, regional 
as well as other. 

Nearly two decades ago the author had 
contributed a most striking analysis in his 
article “The Regional Dimension” in the 
journal Seminar 164 (April 1973) focused on 
the issue “Indian Federal Reorganisation”. 
It was an attempt to identify homogeneous 
sub-regions within the exisiting states, by 
recognising districts as the basic unit for 
such an exercise: These sub-regions are listed 
with a wealth of detail and historical 
backgroun' 

However, one must logically proceed to 
the next step. Will not a reorganisation of 


the existing huge sutes aloi^ these lines 
conduce to a better functionary of our 
federal democracy? Both the federation and 
democratic government will gain thereby. 
But the step will be counter-productive 
unless guarantees are also devised against the 
abuse of central power. TVuth to tell they 
began from the days Jawaharlal Nehru. It 
was he who forced the chief minister of East 
Punjab, Gopichand Bhargava, to resign and 
then impost president’s rule in June 1931. 
Indira Gandhi’s policies were far worse. Both 
democracy and federation were far (he worse 
for her. 

The book is somewhat thin on the con¬ 
stitutional aspect and some of its conclusion 
on federalism as a cure to our social tensions 
seem far-fetched. Not that the constitutional 
aspect has been neglected, only that a fuller 
treatment is required. One wishes the author 
had drawn on the recent debates in Canada 
which are highly relevant to our predica¬ 
ment. Like India. Canada’s is a highly cen¬ 
tralised federation. But it has begun to 
grapple with the problem of Quebec’s special 
status which far greater earnestness and 
honesty than many do in India whenever 
Kashmir’s special status is discussed. 

Constitutionally there are three unexcep¬ 
tional steps which the author advocates— 
territorial reorganisation of slates; constitu¬ 
tional amendment for increasing the sute’s 
autonomy, and activisation of panchayati 
raj. Politically, “a new federal-national con¬ 
sensus" should be forged, he holds. The case 
for the constitutional changes as well as the 
political consensus is organised most ably. 
This is essentially a working paper or, as the 
author calls it a manifesto for debate. It 
more than fulfils the requirement of a 
serious informed manifesto. Rasheeduddin 
Khan might consider one more aspect 
besides the ones he has discussed to w^— 
the electoral system. Do we not need pro¬ 
portional representation in order to rnalte 
our federal democracy a vibrant political 
reality? There are many forms of PR to 
choose from. can select the one svhich 
best answers our needs. 
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Programmed Rural Technology 

Damn with Faint Praise 

R C Sekhar 

Appiopriate Techaologies for Rural Development in India by Floris 
P Blankenbersh; Concept Publishing Company, New Delhi, 1991; pp 292, 
Rs 300. 


BLANKENBERGH’s Appropriate 
TMtaologies for Rural Development, is a 
study of six rural technology programmes 
basically sponsored by the government of 
India: wind mills, solar cookers, biogas. 
power ghani, pottery and hand pumps. IVvo 
of the technologies have been studied in two 
different organisational settings and that 
makes for seven projects. The study has used 
a structural framework which has attempted 
a holistic comprehensiveness, which is both 
new and unusual for similar studies done 
hitherto. This is the strong point in the book. 
But it cannot be said that it has captured 
all features of a desirable framework or that 
the exposition is lucid and crystal clear. 

Ran of the lack of clarity arises by its not 
explicitly stating the purpose of the author. 
Is it to critique the appropriateness of the 
objectives of these programmes, or the lack 
of clarity in the objectivencss themselves, or 
the lack of conviction of the main decision¬ 
makers in the stated objectives? or their in- 
epjness in operationalising these objectives? 
liiis confusion makes the author jump back 
and fonh from oik purpose to anothw with 
such bewildering rapidity that the book 
tends to lose focus and clarity. 

But more importantly, in applying this 
framework to the specific technologies, its 
methodology is not rigorous and thorough; 
it is no better than 'rural development 
tourism', which is the unfortunate bane of 
most books written hastily by foreign 
researchers. 

The book uses none of the standard ap¬ 
proaches ip research and enquiry in social 
sciences, nor docs it show any evidence of 
a knowledge of these methods, it gives no 
reasons for not choosing any one of them 
in preference to *rural development tourism’. 
Unfortunately, the book has none of the 
other merits of a tourist approach either, as 
it is written without verve or crispness and 
nothing at all of humour. The author is a 
tourist who is too slipshod to be respected 
but too serious to be enjoyed! 

Nevcrtheleu. the book does show some 
insights, hitherto not dearly articulated by 
literature and the reviewer would be in agree¬ 
ment with several conciusions'in the later 
parts of the book, but that is no proof of 
good academic writing: the conclusions are 
neither proven nor logically flow from the 
body of analysis. 

The basic feature of the author’s 
framework is that it is multi-disciplinary, 
neither completdy lost in technology nor in 
management nor in political economy and 


sociology. Further, it neatly separates the do¬ 
main of project management from project 
environment and under each of them it has 
sub-sets of enquiry with carefully developed 
definitions to enable one to trace the pro¬ 
cesses and comprehend them. These are 
several steps ahead of the inane, trivial and 
open ended criteria in the writings of the 
Gandhian school (Ramdas and 
Radhakrishnan: 1979] used for choice of ap¬ 
propriate technologies. The above themes are 
developed in two excellent chapters (I and 2). 

Under project management, he uses the 
concept of a project cycle and sees these as 
consisting of; project identification, project 
formulation, project appraisal, project im¬ 
plementation and project operation. 

He also captures the implementation pro¬ 
cesses to recognise three patterns of Interac¬ 
tion of decision-makers and the affected 
bcnericiaries; centralised, bargaining model 
between the beneHciary and the central 
decision-makers, and benendary driven. He 
does this as part of developing a theoretical 
framework which is a clear departure from 
the Weberian model. He uses the more com¬ 
plex interactive model of Prassman and 
Wildavsky in regard to logistics of transac¬ 
tions (the things by themselves) and Elmore, 
Hardgrove and Bardach in regard to the 
logic of human interactions (the things that 
they would usually get transferred into). 

in the domain of project environment he 
distinguishes.very insightfully between the 
socio-economic features in the project choice 
which ought to be used in 'project manage¬ 
ment itself (the direct and explicit to the 
project) and a 'more concealed role in pro¬ 
ject environment’. Under project environ¬ 
ment he distinguishes between socio-econo¬ 
mic and political structures which is a 
somewhat static but significantly important 
variable and what he describes as the 
'transformation process' by which he means 
the sweep of movements and ideologies 
which grip the decision makers during the 
period of the project. 

This grand ssveep of esoteric arguments 
which the reviewer has summarised as well 
as he could, is obviously straight from a 
western university. But the framework does 
not capture several critical features of the 
Indian scetK which should strike any sen¬ 
sitive researcher. These are described below. 

It fails to distinguish between a pro¬ 
gramme and a project. His case studies are 
typically programmes. These are enabling 
and qualifying conditions for funding sped- 
fic projects which have a beginning and an 


end. The programme visualises that withl_ 
offer of funding conditions, there will be 
sufficient takers, as they hope that their ex- 
pecutions of economic or other viability 
would mote or less correspond to the average 
(strictly sutistically the mode) conditions 
visualised in the programme. This stnicttiic 
is typically a useful product of a pluialitf 
political economy which simulates market 
systems with state support. The progiamme’ 
will fail if the average conditions are pro¬ 
jected wrong but it cannot be considered to | 
have failed if even a substantial number do j 
not fit in and accept the programme; the | 
programme may not have been intended for 
them, and can do without them. 

-It does not conceive of the possibility of 
a project having limited itself to the inven¬ 
tion of a particular research product through 
state support and its subsequent luxeptance < 
by free choice of ii>c market. This was typical j 
of. say, the Chittaranja.i Loom which is a 
major poverty alleviation intermediary tech¬ 
nology in rural Bengal and a positive rage 
among the rural poor of Bangladesh. 

It fails to note that a large part of fund¬ 
ing of rural technology is currently not only 
in the programme mould but in a project 
mould; hundreds of small projects fitted ac¬ 
cording to its authors to beneficiary needs 
are sent for sanction to a centralised authori¬ 
ty or a funding agency which has a pool of 
money to distribute. This is the pattern of 
CAPART and the departmem of scienoe and 
technology. 

One may not be quite accurate in tax¬ 
onomy if we fitted thex into the batgainhig- 
or beneficiary-driven model. 

The author nowhere uses the oft-used con¬ 
cept of 'outcome' which is the first level 
results of a project and 'impact* which has 
relevance to ultimate objectives. One 
wonders if it is due to inadequate acquain¬ 
tance with project evaluation terminology. 
The dichotomy between ‘outcomes* and ‘im¬ 
pacts’ are a classic problem of evaluatioa 
and the reviewer believes the author has lost 
tremendously in analytka) undeistaitdingof 
processes by not using these concepts which 
arc extensively used in World Bank studies. 

Lastly, the author makes no mention of 
the thousand ways intermediate technology 
has been develop^ by the unknewn millions 
to suit their conditions and the possible ways 
these could be catalysed further. 

The structure developed by the authoi 
would have been ideal for a case study ap¬ 
proach which should have been an intensive 
exercise supplemented by a rapid rtiral qs- 
praisal approach. Failing these a survey 
approach could have been adopted by the 
author. The reviewer's understanding of the 
methods actually used by the author has 
been stated earlier. Indicated, below are the 
typical consequences which reflect an impact 
on the utility of the book. 

On page 68, the author explains why he 
had so little interaction with government, 
whereas the main decision-makers were in 
government. 


lOOT: 


and Political Wrekly klay 9, 1992 



'Vifter Ions Held visit, during which 
Buineious probiems wii^ respect or power 
ghanies had been identined, I wish to cross¬ 
check the information. The ofTicer involved 
answered: “No problems, next question"... 
*Vknother ofTiccr spent time in explaining the 
difference between biogas and gobar gas, 
fixed dome and steel gasholder typie. It was 
quite clear that the officers were either not 
willing to talk or not aware of what is going 
in the field.” 

The consequences of this apparent cold 
war between the author and state official.s 
it evident in the quality of the book or rather 
the lack of it. 

The reviewer’s own experiences have been 
quite contrary with the Ihmil Nadu officials 
who were extraordinarily communicative 
and receptive. It it intriguing that whereas 
the authOT gives this impression in his book, 
in hit original paper quoted in the book 
(Working Paper No 7 of IVenty University) 
on page 22 he has warmly commended the 
Hu^ Nadu official (quite correctly so). The 
intellectua) honesty of the conclusions in the 
book is therefore open to question. However, 
whatever be the reason, the complete ig¬ 
norance of the author of current literature 
and statistics is truly appalling: he has ad¬ 
mitted to this in as many words on page 68 
of his book. The reviewer could quote several 
mnjor reports and studies which have look¬ 
ed into the programmes and which have just 
not been referred to by the author. Several 
aberrations would have been obvious to the 
author if he had done so. 

On page 144, the author wonders 
ridiculously in an aside if biogas could offer 
a solution to uneven development between 
different regions and social clas.ses? Whoever 
thought of biogas as a possible solution? 

On page IBS he bemoans, “block officers 
do not visit the field, non-government agen¬ 
cies go to well-to-do and the supervisors 
make no distinction between potential bene 
fleiaires”. If the author would havudone his 
interviews carefully he would have not^ that 
all of them were gradually concentrating on 
areas where cattle were stall-fed and were m 
concentrated clusters to offer better main¬ 
tenance. He would have seen they concen¬ 
trated on beneficiaries whose homesteads are 
near the cattle sheds and who had some 
place to build the plants. They would prefer 
fixed dome if they had less space. They 
would prefer farmers with substantial 
agricultural waste. Finally that the use of 
latrine effluent connection would be 
.itrmiger either in those with very small 
cattle-holdings or had been emancipated by 
Gandhian ideology or they were Christians. 
But, since he appeared to have done his field 
work most erratically he has'just missed 
these points. 

On page 141 the author lays the blame on 
the availability of free wood for no interest 
in biogas: that is a truism or a popular 
belief. Has he dassifled the biogas owners 
into those who substituted purchased fuel? 
If he did so, he would have found that a 
substantial number have not substitued only 
purchased fuel. 


On page 138 he says the sutistics of work¬ 
ing plant was not available, and elsewhere 
that the socio-economic profile was not 
known. Both these are inaccurate statements. 
If he did not agree with the official figures 
(which he did not believe) why did he not 
do a statistical sample survey or an intense 
case study of one or two villages. Several 
other have. Researchers would then develop 
and test the hypothesis on why this happens 
in that manner. 

In the field of hand pumps, the author 
is just totally silent about the major 
successes in hand pump maintenance by 
barefoot mechanics admirably produced by 
Bunker Roy and continues to harp on the 
three-tier UNICEF model as if that alone 
existed in the country! 

Lastly, the minimum of discipline in 
thinking could have come about by his 
literally following in his subsequent analysis, 
step by step, the structure developed by him 
in Chapters I and 2. Bui he has unfortunate 
ly taken liberties to shon<ia'uil the analysis. 

As mentioned earlier this tourist approach 
has nevertheless helped him to perhaps in¬ 
tuitively to come to some conclusions which 
could be listed briefly as under; 

The class characteristic of the government 
could drive them into technologies which 
would bring capitalist economics lo the 
villages. 

The class characteristic would direct them 
to technologies which could help only the 
more affluent and could be of Itttlc help to 
the poorest of the poor. 

All appropriate technologies involve risks 
which the poor cannot bear. 

The transformation processes in the air 
was guided by Gandhian thinking on which 


could be grafted the euphoric world-view of 
Schumacher and the bi^wi^on of environ¬ 
mental and ener^'v conservation sloganry. 
All are without clarity of thought. 

The achievement of targets in biogas, 
windmills and hand pumps is satisfactory 
but solar cookers and power ghanies are 
poor. 

Handpumps achieved the objective of 
supplying drinking water tolerably but fail¬ 
ed in linking the project with health. 

Biogas and power ghanies installed ate 
used well but windmills, solar cookers and 
potters equipment are utilised poqrly. Hand- 
pumps are in between. 

Appropriate technologies have been dis¬ 
asters in the past and have a bleak future 
unless scientists convince (Mlky-makers to 
change the methods of project preparation 
to serve the poorest of the poor and even 
otherwise to serve at least the intended 
parties. 

The reviewer agrees with some, though not 
all, of his conclusions but as pointed out 
earlier in the review, these conclusions hardly 
follow the analyses in the earlier chapters. 
Therefore, they continue to be inspired opi¬ 
nions. And more importantly, one can ask 
the question ‘So what?’. Only those who 
have a modicum of concern for action and 
not merely for criticism, would think on 
those lines. The author is not one of them. 

The book is too confused for a practising 
manager. It is too trivial for an academician. 
It would however be useful for anyone who 
wishes to have some leads for further 
research from out of current thinking on the 
subject. Above all it would be useful for any 
researcher if he wishes to be warned about 
how not to do evaluatory research. But 
should he spend Rs 300 for this! 
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SPECIAL ARTICLES 

Changing Tenancy Relations in West Bengal 

Popular Notions, Grassroot Realities 

G K Chadha 
S K Bhaumik 

This article is based on a study aimed at understanding tenancy relations following the organisation and mobilisation 
of tenantry in West Bengal in recent years. An attempt has been made to examine the various issues raised in 
the context of the recent phase of tenancy reforms. 

This article appears in two parts This the first part, begins with an examination of the tenancy structure prevailing 
aver the survey area and the changes likely to occur in the structure of tenancy with changing technological situation. 


1 

Introdurtion 

IN the literature on the structure of land- 
lease market, two contrasting views are 
generally put forward. One view projeci.s (he 
tenants as the weaker party and terms and 
conditions of lease are then purported to be 
dictated by the stronger party, viz. the 
landlord. Thus the market for land-lease is 
seen as a source of exploitation of the tenant. 
This is reinforced where the land-lease 
market is interlocked with other markets 
such as credit, commodity and/or labour.' 
Someitroponents of this view also project 
tenancy as a semi-feudal institution which 
inhibits agricultural modernisation.^ At the 
other extreme, it has been argued that the 
tenants do not necessarily constitute the 
weaker party; rather the 'exploiter-exploited' 
relationship gets transformed into one where 
the better-off landed farmers lease in land 
to further augment their farm size from the 
owners of petty holdings for whom self- 
cultivation turns out to be uneconomical. 
This is claimed to happen more particular¬ 
ly with the penetration of new technology 
in agriculture^ Further, “tenancy arrange¬ 
ment as such has nothing feudal about it; 
It is perfectly compatible with capitalist rela- 
tfons between owners of land and tenants 
of land” IRudra 1982: 128-129]. 

Whether or not the tenants form a weaker 
party and tenancy represents a semi-feudal 
institution is subject to empirical judgment 
There is indeed the scope for further em¬ 
pirical work explaining the intricacies of 
land-leaK mar km and its dynamics. Before 
we ourselves enter into discussion on the 
subject with the help of fresh field data 
gathered from West Bengal agriculture, we 
would like to emphasise here the point that 
the lease-market for land can actually take 
different character at different stages in 
history. Thus at one stage it may represent 
a situation where the tenants do indeed com¬ 
prise the weaker party and are consequent¬ 
ly subjected to all kinds of exploitation by 
their landlords.^ This may prove detrimen¬ 
tal to the development of agriculture. A 


departure from (his weak-strong brand of 
agrarian relationship may be contemplated 
in the course of historical development 
whereby the tenants acquire considerable 
power, political and otherwise, through their 
organised struggle against exploitation by 
feudal landlords. This means that under the 
changed circumstances, with tenants enjoy¬ 
ing some degree of collective and organised 
strength, often backed by political parties, 
tenancy relations are jikcly to appeal as a 
different proposition than the one that might 
have prevailed under the old situation. This 
IS an aspect which, unfortunately, has not 
received adequate attention presumably 
because ol earlier researchers’ excessive 
preoccupation with unravelling (he impact 
of changing technological level alone on (he 
tenancy structure, often confined to a given 
historical phase of tenancy relations.’ In 
the specific context of West Bengal, however, 
the issue of possible restructuring of tenan¬ 
cy relations in the face of an almost con¬ 
tinuous chain of tenant struggles, particular¬ 
ly in the aftermath of organised struggle in 
the recent past, becomes as important as the 
other issue of the impact of technical change 
on the tenancy structure. 

As IS well known, there has been an 
organised mobilisation of tenants along with 
other poorer sections in rural Bengal by the 
Icli parties more vigorously since the late 
sixties, which led to the formation of left 
coalition government firstly for two brief 
periods beiween 1967 and 1970 and then a 
left Front government continuously from 
1977. On assuming power in 1977, the l.eft 
Front government launched, inier aha, the 
programme of Operation Barga (OB). The 
basic purpose ot this programme was to 
organise the tenants in their struggle against 
rural vested interests. Under this programme, 
an organised campaign was undertaken to 
record the names of bargadars (sharecrop¬ 
pers) and they were given legal protection 
againsr rent-enhancement and illegal evic¬ 
tion by the landlords [Bandhyopadhyay, 
1980; Ghosh, 1981). These record tenants 
are also to be provided with the facility of 
institutioiuil credit in older to frae than from 


the clutches of usurer-landlord and rural 
moneylenders. Quite naturally, such effec¬ 
tive intervention by the Left Front govern¬ 
ment has been responsible for authenticating 
the tenancy rights of a verv large section of 
(he bargadars in rural Bengal.^ This, 
however, does not necessarily imply that all 
the tenants in West Bengal have got their 
names recorded through (he OB programme. 
In fact, in some pockets, there still exist some 
tenants who have not chosen to get them¬ 
selves recorded as tenants. Consequently, 
such tenants are involved in what may be 
termed as the traditional form of tenancy 
arrangements." Thus one way of explaining 
the changing character of tenancy relations 
with the organised movement of the tenants 
(as under the OB programme) would be to 
compare the tenancy relations that the two 
types of tenants—unrecorded and recorded 
—are involved with their landlords. This is 
precisely what vve intend to do in our study. 
Specifically, we would like to know to what 
extent the terms and conditions of tenancy 
contracts and tenurial relations differ bet¬ 
ween the unrecorded tenants (i e, the group 
which typically portrays the traditional 
tenancy arrangement) and the recorded 
tenants (the participants in (he programme 
of OB). In (his context, our hypothesis is 
that as the recorded tenants start enjoying 
the benefits of collective and organised 
strength, the old tenancy relations which 
charactrised exploitation of the tenants start 
breaking up. 

We present our results in two instalments. 
In the rirst,-we concentrate on examining the 
tenancy structure prevailing in our study area 
while the second part specifically throws up 
issues emanating from the changing terras 
and conditions of tenancy contracts and 
tenurial relations following political 
mobilisation and organisation of tenantry 
in West Bengal. While examining the tenancy 
structure in our sample area, our endeavour 
is to explore: (i) who the lessors and the 
lessees aie; and what is their respective socio¬ 
economic background; (ii) the difference, if 
any, in socio-economic background between 
the unrecorded and the recorded lessees; 
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OK) Mw KtiMUy leases torn wbom io tlM 
ourfcet for land-tase; (iv) the inddenoes and 
types of tenancy; and (v) the impact that 
technoiogiGal chan^ malne on tenancy 
structure. 

The study k iMsed on primary dau col- 
Iccied from purposiveiy chosen Midnapore 
district in West Bengal. Midnapore is dwsen 
because it has sufficient concentration of 
tenancy and hat witnessed periodic strug¬ 
gles of the tenantry.* For the actual field 
survey, four Mocks with fairly good concen¬ 
tration of tenants were identified of which 
two are relatively ‘advanced’ and the remain¬ 
ing two are relatively ‘backward’ from the 
viewpoint of agricultural development. In 
order to capture the impact that the chang¬ 
ing tedmol^cal level makes on the tenancy 
struaure, the two advanced blocks are put 
together to a more compact agriculturMly 
progressive Region 1 while the two lagging 
blocks together constitute relatively 
backward Region 11. Further, one block in 
each region is known to have undergone 
mote successful organisation and mobilisa¬ 
tion of tenants under the programme of 
Operation Barga. ib the extent that the 
chosen blocks represent diverse socio- 
politico-economic situations both in terms 
of the degree of advancement of agricultural 
technology as also of the extent of political 
mobilisation of the tenants, data collected 
from them are likely to provide useful in- 
isighls into the changing tenancy relations in 
the aftermath of organised peasant struggles 
as well as in response to the changing 
technological conditions. 

We surveyed three villages from each 
Mock, making a total of 12 sample villages 
in all. Almost all the lessee households in 
these villages have been covered through the 
field survey, conducted in three stages for the 
agricultural year July 1986 to June 1987. 
Altogether we have a sample of 224 tenant 
households of whom 121 arc unrecorded and 
103 ate recorded. As suted earlier, while the 
uiuecotded tenants are expected to be involv¬ 
ed more in traditional system of tenancy 
(since they do not enjoy any protection 
against mit-enhancement and eviction by 
their landlords), the recorded tenants ate 
organised and they have gathered a political 
forum to cstaMish their tenurial.rights as and 
when needed. Thus the comparison of these 
two cat^ories of tenants is likely to bring 
out in bold relief the changing nature of 
fenurial relations following political 
mobilisation of tenantry in recent years. 

II 

Soeio*EooDoinic Sutua of Tenant 
Houaebolda 

In otder to understand the sodp^conomic 
status of the tenant households, ive begin by 
oonsideTiag the distribution of their owner¬ 
ship and operational holdings While the 
thstribution of ownership holdings would 


reveal the poaition of these households in the 
land-owning hierarchy, the site of opera- 
timial holdings would repre s e nt tlwir status 
as cuhivators and their access to land; more 
pointedly, their earning capaMlities and 
employment potential are determined ^ 
operationai holdinp. 

Ownership Distribution: The data on 
ownership holdings of the two categories of 
tenants in our survey regions are presented 
in Tible I. A few important points emerg¬ 
ing from the table ate as follows: 

Firstly, there are very few pure tenants in 
the regions studied by us. Only two out of 
121 unrecorded tenants and three out of 103 
recorded tenants fall in the category of zero 
land-owning tenants. This means that the 
majority of our tenant households actually 
belong to the category of owner-cum- 
tenants. Such a low incidence of pure tenan¬ 
cy in our study area is perhaps an indica¬ 
tion of lessors’ preference for those tenants 
who have some land of their own instead of 
those who otherwise operate laigely as 
agricultural labourers. Presumably, the 
lessor believes that a tenant with some land 
of his own, and by implication with the ade¬ 
quate experience of farming, would prove a 
better tenant, at least in terms of providing 
a better security for obtaining rent from the 
side of the lessor.'® It is also possible in the 
context of West Bengal that many of the 
erstwhile landless tenants might have been 
elevated to the class of owner-cum-tenants 
with the distribution of vested agricultural 
land among them in recent years causing a 
very low incidence of pure tenancy. 

Secondly, it is clear that a big majority of 
the tenants (both unrecorded and recorded) 
belong to ownersijip categories of less than 
2.S acres, with even greater concentration in 
the category representing less than one 
acre." As observed in Dible I, among the 
unrecorded tenants, nearly 77 per cent in 
Region I and 88 per cent in Region II own¬ 
ed land less than 2.5 acres each. The cor¬ 
responding figures for the recorded tenants 
in the two regions ate nearly 78 per cent and 


M per eeat miwolhiely. All Hmm im to 
indkate that oonitniaed by inodequoie famd 
at their diipoaal, tbeK houaebolda look for 
aome opening in the iand-4eaie mar^ the 
terms of lease notwithstanding. 

Thirdly, the possibility of some tenants 
being drawn from higher ownership 
categories it slightly greater in agrkultuml- 
ly developed region compared to that in the 
backward region. This it true for both the 
unrecorded and the recorded tenants. At is 
clear from the table; while about 23 per cent 
of the unrecorded tenants and 21 per cent 
of the recorded tenants, in Region I belong 
to higher ownership tixe groups of above 
2.50 acres, the corresponding figures for the 
two groups of tenanu in Region II are 12 
per cent and 9 per cent respectively. This pro¬ 
vides some support to the view often put for¬ 
ward that with the advancement of agri¬ 
culture even the owners of higher categories 
might enter the land-lease market so at to 
augment their scale of cultivation further 
and reap fuller benefits of improved 
agricultural technology. 

Operational Holdings: Information on 
tenants’ operational holdings is presented in 
Ikble 2 for the unrecorded and the record¬ 
ed tenants, respectively. We consider the 
distribution of operational holdings 
separately for the two cropping seasons, 
namely kharif and rabi/boro.'* The 
distribution of operational holdings reveals 
a picture broadly siinilar to that noted earlier 
for the ownership holdings. Thus the vast 
majority of the tenants (both unrecorded 
and recorded) belong to the categories of 
cultivators operating less than 2.5 acres of 
land in both the regions. The overall 
distribution pattern of tenant operational 
holdings thus indicates piepoiKleranoe of 
households with very low cultivating status 
in the land-lease market. Further, no ap¬ 
preciable difference is discernible in this 
context between the two categories of 
tenants, in other words, for a big majority 
of tenants, the pattern of distribution of 
their operational holdings does iwt show a 


T^al.b t: Land Ownership Status or Unrecorded and Recorded Tenants 


Region Size Group 
(in Acres) 

Unrecorded Tenants 


Recorded Ibnants 


No of 
Households 

Owned 

Area 

Average No of 
Size Households 

Owned 

Area 

Average 

sue 

1 2 

3 

4 

5 

6 

7 

• 

1 0.00 




1 (1.8) 



0.01-0.99 

27 (42.4) 

11.65 (11.2) 

0.43 

28 (30.0) 

13.44 (14J) 

a4s 

1.00-2.49 

22 (34.4) 

32.40 ( 31.1) 

1.47 

15 (26.8) 

23 J1 (25.8) 

1.57 

2.50-4.99 

12 (18.8) 

42.14 (40.4) 

3.51 

8 (14.3) 

29.56 (32J) 

3.70 

5.00 and above 3 (4.6) 

18.08 ()7..3) 

6.03 

4(7.1) 

24.48 (26.9) 

6.12 

All sizes 

64 (100.0) 

104.27 (IIOO.O) 

1.93 

56 (100.0) 

90.99 (100.0) 

1.62 

11 0.00 

2 (3.5) 

— 

— 

2(4J) 

— 

— 

0.01-0.99 

32 (56.1) 

12.15 (19.6) 

0.38 

28 (36j6) 

10.47 (23JD 

0J7 

1.002.49 

16(28.1) 

22.17 (35.7) 

1.39 

13 (27.7) 

21J6 (47J) 

i.66 

.2,50-4.99 

S(8JI) 

15J7 (25.6) 

3.17 

4(8J) 

13.10 (29JB 

2JI 

5 and above 

2 (3.3) 

11.84 (19.1) 

5.92 

— 

— 

— 

All sizes 

57 (100.0) 

62.03 (100.0) 

1j09 

47 (I00J» 

4S.I3(UKU9 

0J6 


Note: Figures in patetuheses are percentaga to total. 
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nuuted difTerence between the recorded and 
the unrecorded categories. In terms of their 
operational area status, both groups seem 
to enjoy an almost identical economic status, 
all along the farm size continuum. 

This is, however, not to deny that a higher 
percentage of tenants belonging to higher 
size groups is greater in agriculturally pro¬ 
gressive Region I compared to those in the 
backward Region 11. As observed from 
Ikble 2, while nearly 30 per cent of the 
unrecorded tenants operate more than 2.50 
acres of land in Region I, the corresponding 
percentage in Region II is only IS per cent. 
The picture is almost the same in the case 
of the recorded tenants. The percentage of 
recorded tenants cultivating more than 2.S0 
acres of land is nearly 29 per cent in Region 
I but a mere II per cent in Region II. All 
these facts reinforce our earlier observation 
that with the arrival of improved agricultural 
technology, more and more cultivators of 
higher sizes are likely to be drawn as lessees 
in the land-lease market primarily in their 
pursuit of extending the scale of cultivation, 
inter alia, to spread the cost of indivisibilities 
over a large quantum of output 

As regards the distribution of operational 
holdings of the tenants between the two 
seasons, not much difference seems to exist 
between the regions. This is more or less true 
of both categories of tenants. The only 
noticeable departure in this regard is that, 
in the agriculturally progressive Region I, a 
section ol the unrecorded tenants of lower 
size groups, particularly those belonging to 
less than one acre and 1-2 49 acres 
categories, lea.se in more land during the 
boro season and accordingly moved to the 
higher size groups ol operational 
holdings'* This means that there is a 
greater preference among the households in 
lower categories lo lease in more land or to 
enter into fresh tenancy anangement dur¬ 
ing the boro season which, in real terms, pro 
vides opportunities for cultivation under bet¬ 
ter technological conditions. In some cases, 
such leases are obtained as pan of interlock¬ 
ed contracts, panicularly between land-lease 
and labour.From the viewpoint of the 
landowner, by leasing out a fraction of his 
cultivable land during the boro season, not 
only does he earn an asatued rent but, more 
importantly, it ast^ares him a degree of 
labour supply through his tenani(s) for 
crucial Held erbp operations (e g. sowing 
and harvesting) in the cultivation ol his self- 
operated land. This apart, there is also a 
general tendency among the landowners lo 
enter the Itase market preferably during the 
boro season in order to evade the provision 
of tenancy act which allows the tenant to 
record in his name the tenanted portion of 
land, inasmuch as there is lesser fear of land 
being recorded in the names of tenants if 
leased out exclusively for the boro season ” 
and that some landowners also prefer earn¬ 
ing an assured rental while avoiding the dif¬ 
ficulty of self-cultivation, such a tendency 


is likely to increase in the years to come in¬ 
creasingly lending a seasonal character to 
tenancy in West Bengal. 

Social Status: Some idea about the social 
status of the tenant households can be ob¬ 
tained by looking at their castewise distribu¬ 
tion and the level of education. The data on 
caste composition of the tenant households 
(Ikble 3) reveal that very few of the tenant 
households in our sample area belong to the 
most supenor caste group namely, 'Brahmin/ 
Baishnab'. A significant number of tenants 
particularly the unrecorded ones, belong to 
the ‘caste Hindu' category the majority of 
whom are actually drawn from Mahisya 
caste who are considered as the cultivating 
community in the district As between the 
two categories ol lenants, ihe recorded ones 
have a much higher percentage of lower 
caste/tribals. The fact that a greater percen¬ 
tage of the recorded tenants in our sample 
belong to the lower rank in the caste 
hierarchy implies a weaker social status for 
them compared with their unrecorded 
counterpart. 

As regards the level of education (see 
Appendices Table I). the level of absolute 
illiteracy is very low for all categories of 
lenants in our study area. However, compar¬ 
ing the two categories of tenants, it appears 
that the level of illiteracy is relatively higher 
among the recorded tenants Another impor¬ 
tant point to note is that a larger propor¬ 
tion of literates among all categories of 
tenants failed to go beyond middle level 
education. In bnet, our data clearly bring 


out the fact that compared with the un¬ 
recorded tenants, the recorded tenants have 
a lower percentage of literates and higher 
percentage of lower casie/tribal households. 
In other words, in genehd, the recorded 
tenants have a relatively inferior socia3 
status. 

While examining the social status of the 
tenant households, it may be of some interest 
to take note of their own past occupation 
as also their ancestral occupations. In this 
context, our study presents some interesting 
features (Tkble 4). It appears that compared 
with the recorded tenants, a relatively higher 
percentage of the unrecorded tenants 
reported self-cultivation as having Ueen their 
main occupation earlier. On the other hand, 
the percentage of households belonging to 
erstwhile agricultural labour families have 
been higher in the case of recorded tenants. 
Actually, these are the households which, 
apart from depending mostly on the sale of 
their labour, cultivated some leased-in land 
which was later recorded in their very names. 
The tendency of the recorded lenants being 
drawn more from agricultural labour 
households becomes sharper if we examine 
the distribution of all tenants according to 
their ancestral occupations. The incidence 
of tenant's father having been working as 
an agriucltural labourer is much higher in 
the case of recorded tciuuits as compared to 
unrecorded ones. 

Another interesting aspect of the dif¬ 
ference in the background of the two types 
of tenants is brought out by their distribu- 


Iahii 2 (Ji'i kmidNai Hoi niNos and Akla Ophiated bv Tenant CuLTlVAtoas 


Region Size Ciroup 
(ill Acres) 

No ol 
Holdings 

Khanf Season 

Area 

(Acres) 

Rabi/Boro Season 
AverageNo of Area 

Operat- Holdings (Acres) 

ed Area 
(Acres) 

Average 
Operat¬ 
ed Area 
(Acres) 

1 

2 

1 

4 

56 

7 

8 

1 

0 01-0 99 

29 (45 .5) 

1 nn*rorcl<*il Tt*nantf« 

*62 (14.1) 056 

18 (28.1) 

11.4 (8.7) 

0.63 


1 00-2 49 

16 (25 0) 

28 1 (25 2) 

1 77 

24 (37.5) 

36.7 (28.2) 

1.53 


2 50-4 99 

17 (26 6) 

56 3 (50 2) 

3 31 

21 (32.8) 

77.0 (59.2) 

3.67 


5 and .ibove 

2 (.7 1) 

II 4 (10.2) 

5 70 

1 (1.6) 

5.0 (3.8) 

5.00 

II 

All sizes 

64 (100 0) 

112 2 (100.0) 

1 75 

64 (100.0) 

130.1 (100.0) 

2.03 

0 01-0 99 

21 (404) 

14 1 (16.8) 

0.61 

23 (40.4) 

13.7 (17.3) 

0.60 


1 00-2.49 

26 (45 6) 

38 6 (45 9) 

1.48 

27 (47.4) 

39.6 (49.7) 

1.47 


2 50-4.99 

6 (10 5) 

20.7 (24 6) 

3.44 

6 (10.5) 

20.8 (26.2) 

3.47 


5 and above 

2 (3 5) 

10 8 (12.8) 

5.38 

1 (1.8) 

5.4 (6.8) 

5.40 


All sizes 

57 (100 0) 

84.2 (100.0) 

1.47 

57 (100.0) 

79.5 (100.0) 

1.40 

1 

0 01-0 99 

II (19.6) 

Kecutded Trnantu 
6.8 (5.9) 0.62 

11 (19.6) 

7.8 (6.6) 

0.71 


1.00-2.49 

29 (51.8) 

42.0 (36.2) 

1.45 

28 (50.0) 

39.5 (33.6) 

1.41 


2.50-4.99 

II (19.6) 

37.5 (32.4) 

3.41 

12 (21.4) 

41.1 (34.9) 

.3.43 


5 and above 

5 (8.9) 

29.7 (25.5) 

5.94 

5 (8.9) 

29.2 (24.8) 

5.85 


All sizes 

56 (100.0) 

116.0 (100.0) 

2.07 

56 (100.0) 

117.6 (100.0) 

2.10 

II 

0.01-0.99 

25 (53.2) 

14.4 (24.1) 

0.57 

27.(57.5) 

14.7 (27.8) 

0.54 


1.00-2.49 

17 (36.2) 

29.0 (48.7) 

1.70 

18 (38.3) 

32.4 (61.4) 

1.80 


2.50-4.99 

5 (10.6) 

16.2 (27.2) 

3.24 

2 (4.2) 

5.7 (10.8) 

2.86 


5 and above 

— 

_ 

— 

— 




All sizes 

47 (100.0) 

59.6 (100.0) 

1.27 

47 (100.0) 

52.8 (100.0) 

1.12 


Note: Figures in parentheses are percentages to total. 
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lion aocofding to the period of involvement 
in leasing-in practices. As is evident from 
Ihbic S. considering both regions together, 
nearly 42 per cent of unrecorded tenants 
enicrad the lease market only during the past 
two to Tive years. In sharp contrast, in the 
case of recorded tenants, nearly % per cent 
of them have been in the land lease market 
for as many as fifteen years, so much so that 
even the percentage of those involved in 
leasing-in land for 25 years or more turns 
out to be no less than 52 per cent. This 
means that while a majority of the recorded 
tenants traditionally belong to the class of 
sharecropper-cum- agricultural labourers, 
the unrecorded tenants are the relatively new 
entiants.who have been attracted to leasing- 
in land only in recent years. The point to 
note in this context is that such tenants in 
our study area do not necessarily come from 
the class of large cultivators; rather a 
majority of them belong to lower size-groups 
of holdings (mostly less than 2.5 acres with 
greater concentration in the category 
representing less than one acre). 

Ill 

Who an* the LeaHom 

Wt now proceed to find out who the 
lessors arc in our study area. More specirical- 
ly, who leases from whom? One way of 
examining this question could have been to 
establish contact with the lessor households 
specific to our tenant households and then 
obtain information on their socio-economic 
status, motivation and preferences for leas¬ 
ing out, etc However, to our disappointment 
(not totally unexpectedly!), this procedure 
did not work effectively largely due to the 
proverbial unwillingness of such households 
to disclose their status as lessors.'* The best 
alternative available to us was, therefore, to 
enquire about area owned, caste, occupation, 
etc, of the lessors from the sample tenants 
themselves. To be quite sure about the 
authenticity of this crucial agrarian feature, 
the information thus obtained from the 
tenants was thoroughly cross-checked with 
other knowledgeable persons in the village. 
This process is also facilitated particularly 
when more than one tenant leased in land 
from a common lessor. In a technical sense, 
our procedure would appear to be only the 
second best, yet, in terms of reliability of in¬ 
formation, it has much to commend for 
Itself, it is almost certain that a lessor talk¬ 
ing about himself would be much less 
reliable than a lessee talking about his lessor, 
especially when two or more lessees are talk¬ 
ing sdrout the very same individual lessor. 

On this basis, we present in Ihble 6 data 
on the distribution of lease units by lessee- 
lessor groups. What we actually intend here 
isjo find out which class of lessees (tenants) 
lease in land from which class of lessors 
(landlords). Thus we distribute the lessors 
specific to each category of lessees into dif¬ 


ferent ownership groups. The lessors are 
distributed over five ownership groups: 

(i) less than 1.0 acre (lower marginal): 

(ii) 1.0-2.49 acres (upper marginal); 

(iii) 2.504.99 acres (small); (iv) 5.00-9.99 
acres (medium); and (v) 10.0 acres and above 
(big). 

It is evident from 1hble 6 that the lessors 
of the unrecorded lessees come from all size 
groups of ownership holdings in Region I 
although there seems to operate a slightly 
greater concentration in ‘small’ and ‘middle’ 
landowning categories. The picture is almost 
similar in Region II with the only difference 
that there are very few lessors in the owner¬ 
ship group of lO.O acres and above. Another 
important feature of the lease arrangements 
IS that there is a tendency, though not 
decisive, of smaller unrecorded lessees leas¬ 
ing in land more from the smaller lessors 
while the bigger unrecorded lessees being 
preferred by the bigger lessors. In the case 
of unrecorded lessees, in the category of less 


than l.0acre in Region 1. nearly 21 per cent 
of thdr lessors belong to ‘lower nuuviud' 
landowing category while only about 10 per 
cent of them fall in ‘big’ category. On the 
other hand, for the lessees in the category 
of 2.504.99 acres, only about 9 per cent of 
the lessors are from ‘lower marginal’ 
category against nearly 20 per cent in ‘big* 
category. An almost similar tendency is 
discernible in Region II if we restrict our 
comparison between the lessors owning less 
than 10.0 acres and their lessees. On the 
whole, it is fairly obvious that although the 
lessors of the unrecorded lessees come from 
all sizes of farms all along the ownership 
continuum, yet there seems to be a tendency 
among the bigger lessors to prefer unrecord¬ 
ed lessees with higher cultivating status and 
smaller lessors going in for lessees of lower 
order. This trend is relatively mote pro¬ 
nounced in the agriculturally progressive 
region 1.” 

The situation is different in the case of 


TAUi L 3; Ca'ttf Siatus of Tenant Households: Two Regions Combined 

(Percentage) 


Caste 

Unrecorded 

Recorded 

All 


Tenants 

Tenants 

Ibnants 

1 

2 

3 

4 

Brahmin/Baishnab 

4.13 

0.97 

2.68 

Caste Hindu 

67.77 

39.81 

54.91 

Lower caste and Tribal 

27.27 

59.22 

41.96 

Mohammedan 

0.83 

— 

0.45 

Total 

100.00 

lOO.OO 

100.00 


(121) 

(103) 

(224) 


Note Figures in parentheses indicate total number of sample households. 


Tabu 4. Previous Work Dt SCRIPT ion AND Ancestrai Occupation of Tenant Households: 

Two Rlc.ions Combined 

(Percentage) 

Item 

Unrecorded 

Recorded 

All 


Tenants 

Tenants 

Ibnants 

1 

2 

3 

4 

Earlier cKCupaiion of the lenani; 

(a) Self-cultivation 

71.08 

65.05 

68.30 

(b) Agricultural labour 

26.44 

33.98 

29.91 

(c) Non-agricultural work 

2.48 

0.97 

1.79 

Occupation of tenant’s father: 

(a) Self-cultivation 

72.73 

55.34 

64.73 

(b) Agricultural labour 

22.31 

39.81 

30.36 

(c) Non-agricullural work 

4.96 

4.85 

4.91 


Tablf 5; Period OF Involvement in Leasing in Practic es; Two Regions Combined 

((Ventages) 


Pericxi of 

Involvement 

1 

Unrecorded 

Tenants 

2 

Recorded 

Tenants 

3 

All 

Tbnams 

4 

More than 25 years 

15.70 

52.43 

32.59 

16 - 25 years 

14.88 

30.10 

21.88 

II - 15 years 

10.74 

13.59 

12.05 

6 - 10 years 

13.22 

2.91 

8.48 

2 - 5 years 

42.98 

0.97 

23.66 

1 year 

1.65 

— 

0.89 

One season 

0.83i 


0.45 
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recorded lessees as their lessors come 
relatively more from the higher ownership 
categories. It is evident from Ibble 6 that the 
highest percentage of the lessors of the 
recorded lessees of almost all size groups 
belong to ‘big’ landowning category in both 
the regions. It, hovrever, needs to be men¬ 
tioned that even in the case of recorded 
lessees, the percentage of lessors in ‘upper 
marginal’, ‘small’ and ‘medium’ landowning 
categories have not been altogether insigni¬ 
ficant. However, as all catgories of record¬ 
ed tenants have leased in more from the 
lessors of higher order, no clear association 
can be insisted upon between the cultivating 
status of the recorded lessees and ownership 
status of their lessors. 

In Ikble 6, we have also given informa¬ 
tion on the number of lessors/lease contracts 
per lessee of various size-groups. Several im¬ 
portant features emerge in this context. First, 
the number of lease contracts per lessee ex¬ 
ceeds 1.0 for all types of unrecorded and 
recorded lessees in both the regions.'* This 
implies that there is no one-to-one tie-up of 
the lessee to specific lessor. In fact, all types 
of lessees are now free to lease-in from as 
many lessors as they are willing to or can 
afford to, given their own resource endow¬ 
ment. Leasing in land from more than one 
lessor provides an opportunity to the lessee 
not only to augment his operated area but 
often (p avail of the benefit of cultivating 
lands of various grades which provides a 
greater degree of economic security especial¬ 
ly in a production regime characterised by 
low level of irrigation development. From 
the side of the lessor, this might mean adop¬ 


ting a policy of parcellisation so as to ex¬ 
tract greater effort per unit of land from 
every lessee and/or bargaining for higher 
rental share under crop-sharing system. 

Second, the number of lease contracts per 
lessee is greater for the lessees of lower size 
groups. This can be interpreted in terms of 
our previous argument of lessors and lessees 
setting their respective strategies of maximis¬ 
ing earnings. Thus while leasing in from a 
number of lessors may enable a section of 
land-scarce but labour-abundant tenant 
families to attempt better utilisation of their 
family resources (most importantly, labour 
power), the lessors also get an opportunity 
of extracting maximum gain (in terms of 
shareable output) by indirectly forcing such 
tenants to put maximum effort on the land 
leased out by them.''' 

Third, between the two types ol lessees, 
the unrecorded ones have higher number of 
lease contract per lessee in both the regions. 
This means that the recorded lessees in both 
the regions have been able to establish 
rapport with a greater number of lessors.* 
The latter too would accord special 
preference to the unrecorded tenants who, 
in the pierception of the lessors, are more 
‘trustworthy’. 

We have also information on the occupa¬ 
tional status of the lessors of the sample 
lessees. Table 7 shows that a fairly big 
percentage of the lessors of the unrecorded 
lessees have self-cultivation as the main 
occupation. Among the primarily non- 
cultivating lessors, the majority are in ser¬ 
vice which IS followed by the lessors engag¬ 
ed in trade and business. An almost similar 


picture is obtained in the case of the lessors 
of the recorded lessees. However, a strict 
comparison of the two categories of lessees 
reveals that the percentage of non-cultivating 
interests among the lessors is relatively 
higher in the case of the recorded lessees 
compared with the unrecorded lessees. The 
majority of these lessors are engaged in 
occupations such as service and business/ 
trade and a few of them are widows/ 
disabled. On the whole, it appears that 
primarily non-agricultural land-owning 
housheolds which have only a secondary in¬ 
terest in land suffered relatively mote 
through ‘barga’ recording in our study area. 
Another interesting feature emerging from 
Thble 7 is that the lessees in smaller size 
groups tend to lease in more from the lessors 
who also belong to the cultivating communi¬ 
ty. On the other hand, primarily non¬ 
cultivating categories (such as those in ser¬ 
vice, trade/business, etc,) while leasing out 
their land generally prefer lessees of higher 
size groups. This tendency seems to be 
relatively more distinct in the case of the 
lessors of the unrecorded lessees. 

Data on the caste status of the lessors are 
given in Table 8. It may be seen that the 
percentage of the lessors belonging to 
superior caste category, namely, ‘brahmin/ 
baishnab’ has been quite high particularly 
in comparison to what we have earlier 
observed for the lessees. A substantial 
number of the lessors of all types of lessees 
also belong to the ‘caste Hindu’ category 
while the percentage of ‘lower caste and 
tribals’ is not very high among them. The 
overall picture of caste-distribution of lessors 


Table 6: Distribution ol Lease Units by Lessee-Lessor Group 


Region 

Operational 

No of 


Ownership Holding of Lessors (Percentage) 


Lease 


Holding of 

Tenants 

Less than 

1.00 lo 2.49 

2.50 to 4.99 

5.00 to 9.99 

10.00 and 

Total 

Contracts 


Lessees 


1.00 




Above 


Per Lessee 


(in Acres) 









1 

2 

3 

4 

5 

6 

7 

8 

9 

10 





IJnrrrunlrd Lr-bmnni 





1 

Less than 1.00 

28 

2143 

19.05 

26.19 

23.81 

9.52 

100.00 (42) 

1.50 


1.00 - 2.49 

17 

18.60 

23 26 

16.22 

23.26 

18.61 

100.00 (43) 

2.53 


2.50 - 4.99 

17 

8.57 

20.00 

28.57 

22.85 

20.01 

100.00 (35) 

2.06 


5.00 and above 

2 

__ 

— 

— 

33.33 

66.01 

100.00 (3) 

1.50 


All sizes 

64 

16.24 

20.33 

22.76 

23.58 

17.09 

100.00 (123) 

1.92 


Less than i.OO 

21 

12.28 

29.82 

45.61 

8.77 

3.52 

100.00 (57) 

2.71 

11 

1.00-2.49 

27 

19.67 

29.51 

36.07 

13.11 

1.64 

100.00 (61) 

2.26 


2.5(M.99 

6 

44.45 

II II 

22.22 

22.22 

— 

100.00 (9) 

1.50 


5.(X) and above 

3 

— 

20.00 

40.00 

40.00 

— 

100.00 (5) 

1.67 


All sizes 

57 

17.42 

28.03 

39.39 

12.88 

2.28 

100.00 (132) 

2.32 











Less than 1.00 

II 

— 

6.25 

25.00 

31.25 

37.50 

100.00 (16) 

1.45 

1 

1.00-2.49 

29 

6.82 

11.36 

11.36 

25.00 

45.46 

100.00 (44) 

1.52 


2.50-4.99 

11 

5.88 

23.23 

11.76 

29.41 

29.42 

100.00 (17) 

1.55 


5.00 and above 

5 

— 

— 

— 

33.33 

66.67 

100.00 (6) 

1.20 


All sizes 

56 

4.82 

12.05 

13.25 

27.71 

50.89 

100.00 (83) 

1.48 


Less than LOO 

24 

II.II 

25.00 

16.67 

8.33 

38.89 

100.00 (36) 

1.50 

II 

1.00-2.49 

18 

6.25 

28.13 

12.50 

18.74 

34.38 

100.00 (32) 

1.78 


2.50-4.99 

5 

— 

— 

16.67 

50.00 

33.33 

100.00 (6) 

1.20 


5.00 and above 

0 

— 

— 


— 

— 




All sizes 

47 

8.11 

24.32 . 

14.86 

16.22 

36.49 

100.00 (74) 

1.57 


Noff Figures in parentheses indicate total number of lease contracts. 
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seems to indicate that they enjoy a superior 
social status compared to their own tenants. 

IV 

Incidence of Land-Leaning and 
Types of Tenancy 

The incidence of leasing-in land is unlikely 
to be the same for tenants of all size groups. 
To examine whether the incidence of 
leasing-in vanes across farm size continuum, 
we present in liible 9 information on the 
percentage of leased-m area to operated area 
respectively for the unrecorded and the 
recorded tenants of different size groups. A 
number of points need to be underlined 
First, during the kharif season, the percen¬ 
tage of leased-in area to operated area does 
not seem to differ strikingly among the 
unrecorded tenants of various size groups in 
the agriculturally progressive Region I. In the 
relatively backward Region II, although 
smaller holdings show a tendency to lease 
in more land, the relationship is not very 
systematic. In any case, the overall pattern 
of leasing-in land by the unrecorded tenants 
of different size groups during the kharif 
season does not help establish a clear rela¬ 
tionship between size of tenant operational 
holding and proportion of area actually 
leased-in. 

The situation, however, changes markedly 
during the rabi/boro season. In this season, 
in the agriculturally progressive Region I, not 
only do the unrecorded tenants of all size 
groups repon higher percentage of leased-m 
area but the households in the lower size 
groups clearly reveal a greater tendency 
towards leasing in more land. In region II. 
although the percentage of leased-in area 
during the boro/rabi season declines prac¬ 
tically for ail categories of unrecorded 
tenants, those falling in the category of less 
than 1.0 acre seem to be quite successful m 
leasing in more area. All these tacts 
strengthen two of our earlier observations, 
namely, that there has been a growing 
tendency towards the functioning ol lease 
market at greater scale during the boro/rabi 
season and that the tenant households in 
lower size groups obtained precedence in this 
regard. 

Coming now to the recorded tenants, it 
is evident that in the lower size groups, they 
have a greater percentage of leased-in area 
in both the regions and for both the seasons 
An important difference between the two 
types of tenants has been that, contrary to 
the case of unrecorded tenants, the recorded 
ones, practically from ail size groups, report 
higher percentage of leased-in' area to 
operated area during the kharif season. This 
means that the recorded tenants have lower 
proportion of owned area under cultivation 
and as such their position is closer to the 
predominantly sharecropper families. The 
proportion of leased-in area, however, 
declines for almost all size groups of record¬ 
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ed tenants during the boro season. This is 
possible if the tenants fail to continue with 
the cultivation of their entire recorded land 
during the boro season while at the same 
time being unsuccessful to enter into a fresh 
tenancy arrangement for this season. 
Although some of the recorded tenants in 
Region I, particularly those falling in the 
category of less than 1.0 acre, have been suc¬ 
cessful in striking fresh tenancy arrangement 
during the boro season, there has been a 
general tendency among the landowners to 
prefer, even for seasonal arrangements, those 
tenants who earlier proved their trust¬ 
worthiness by not recording their names 
against the land leased-in during the past 
from other landowners. This, however, does 
not mean that the recorded tenants have 
been altogether unsuccessful in entering into 
such seasonal tenancy contracts. The point 
to emphasise is that the landowners tend to 
reveal a differential preference in the matter 
of choosing their tenants even for seasonal 
contracts in the face of ‘fear of recording'. 

Types of Tenancy: Table 9 also provides 
information on the proportion of ieased-in 
area under different tenancy arrangements. 
It is fairly obvious that sharecropping has 
been unequivocally the dominant form of 
tenancy both for the unrecorded and the 
recorded tenants, particularly during the 
kharif season. Although some of the record¬ 
ed tenants arc reported to have leased in 
some land under fixed produce contract in 
Region I, the predominance of sharecrop 
tenancy is clearly established in the kharif 
season. Some deviation from this situation 
IS discernible during the boro/rabi season. 

Tsbi i 7 PxiNt ii'Ai 0< t i;i*Mi()N ot Lissors 


In this season, both the unrecorded and the 
recorded tenants in the agriculturally ad¬ 
vanced Region I lease in tome land under 
fixed produce contracts. As is evident from 
Ihble 9, the percentage of leased-in area 
under fixed produce contracts is nearly 31 
per cent for the unrecorded tenants and 
about 23 per cent for the recorded tenants 
in Region I. In the relatively backward 
Region II, however, sharecrop tenancy con¬ 
tinues to predominate for both types of 
tenants during the boro season. It seems that 
fixed rent tenancy is a newly emerging 
category in some areas, mostly under the im¬ 
pact of new agricultural technology. 

Another noticeable fact is that among the 
unrecorded tenants in Region I, those 
operating land less than 1.0 acre tend to lease 
in more land under fixed produce contract 
during the boro season. The next to follow 
are those in the size group 2.50-4.99 acres. 
Among the recorded tenants in Region I, 
those operating 1.0-2.49 acres report highest 
percentage of leased in area und« fixed rent 
contract during the boro season followed by 
the tenants in the group 2.S0-4.99. Both the 
unrecorded and the recorded tenartts 
operating S.O acres and above, however, 
prefer to lease in completely under crop¬ 
sharing contracts even during the boro 
season. Thus, in our study area, the overall 
picture seems to suggest that the incidence 
of leasing in more land under fixed produce 
contract during the boro season has been 
higher among the lower categories of 
tenants. 

The above discussion tends to give out 
that only fixed-rent tenancy has gained 

I Samm.i- LtssEEs: Two Regions Combined 


Type of 

Operational 

Occupation 

of Lessors (Percentage) 

lessee 

Holding of lessees 

Self- 

Service 

TVade/ 

Widow/ 

Other 


(in Acres) 

Cultiva- 


Business 

Disabled Non-Agri- 



lion 




cultural 

Activities 

1 

2 

3 

4 

5 

6 

7 

Unrecorded 

less than 1 00 

48.48 

30.30 

10.10 

2.02 

9.09 


1 00 2.49 

44.23 

33.65 

13.46 

2.88 

5.77 


2 50 - 4 99 

34 09 

43.18 

18.18 

__ 

4.54 


5.00 and above 

37.50 

50.00 

12.50 

— 

— 


All sizes 

43 92 

34.51 

12.94 

1.96 

6.67 

Recu.ded 

Less than 1.00 

42.30 

28.85 

23.08 


5.77 


1.00 - 2.49 

38 67 

29.33 

17.33 

5.33 

9.33 


2 50 - 4.99 

29.17 

25.00 

25.00 

4.17 

16.67 


5.00 and above 

33.33 

50.00 

16.67 

— 

— 


All sizes 

38.22 

29.30 

20.38 

3.18 

8.92 


Tabu 8 

1 ; Cash Siaius oi Lessors to Sample Lessees 

f/^rcenlagef 

Caste 

Unrecorded 

Lessees 

Recorded 

Lessees 

All 

Lessees 

1 

2- 

3 

4 

Brahmin/Baishnab 

20.23 

16.95 

18.99 

Caste Htndu 

71.98 

78.02 

74.52 

lower caste and tribal 

7.00 

4.40 

6.01 

Mohammedan 

0.79 

0.63 

0.48 
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predomlMiicc in agriculturally progressive 
region during the boro/rabi season. It is, 
however, not yet fully clear which of the 
crop/crops promote fixed-rent tenancy. In 
order to fill up this gap, we also analysed 
crop-wise distribution of lease contracts 
under crop-sharing and rixed-rent tenancy 
in our study area. 

The crop-wise distribution of tenancy 
arrangements (see Appendix, Ikble 11) 
reveals that crop-sharing tenancy pre¬ 
dominates in the case of the principal crop 
of tne area, viz, aman paddy for both types 
of tenants as well as for both the sample 
regions. The situation, however, changes 
expectedly in the boro/rabi season. Thus for 
boro paddy, the most important crop of this 
season, a considerable number of lease units 
are found to be under fixed-rent tenancy 
particularly in the agriculturally progressive 
Region I. Another noticeable fact is that the 
incidence of lease units being under fixed 
rent contract for boro paddy has been much 
higher in the case of unrecorded tenants 
compared with the recorded ones.^' Thus, 
out of a total of 71 cases under which boro 
paddy is cultivated by the unrecorded 
tenants in Region 1, in 26 cases the arrange¬ 
ments are on fixed rent contract. In the case 
of the recorded tenants of the same region, 
in 6 out of 46 cases there were fixed-rent 
arrangements for boro paddy. As regards 
fixed-rent cases in different size groups of 
holdings, we observe that fixed-rent tenancy 
in the case of boro paddy is preferred more 


by the tenants in lower farm size groups. 
This is consistent with our earlier observa¬ 
tion that there is a higher incidence of fixed- 
rented acreage in the smaller size-groups of 
tenants in our study area. Some explanations 
concerning greater preference for fixed-rent 
contract among the tenants in the lower 
categories have been attempted earlier. In the 
specific case of the tenants cultivating boro 
paddy, many of them actually belong to 
predominantly agricultural labour families 
who enter into fresh tenancy arrangement 
on seasonal basis for this crop alone, often 
as a pan of an interlinked land-lease and 
labour contract. 

As regards other cash crops cultivated 
during the boro/rabi season, no definite 
picture is discernible. Thus, while share- 
cropping predominates in the case of potato 
in both the regions and for both types of 
tenants, fixed-rent contract assumes 
prevalence in the case of another cash crop 
namely, ‘karala'.-* For other crops such as 
sugarcane and aus paddy, again share- 
cropping appears as the dominant form of 
tenancy. 

Let us summarise the main findings 
emanating from the foregoing discussion 
before we move on to the study of chang¬ 
ing terms and conditions of tenancy con¬ 
tracts and tenurial relations consequent 
upon organisation and political mobilisation 
ol tenantry. 

(a) Our survey data convey the existence 
of very few pure tenants and the land-lease 


market is very much dominated by the 
category of owner<unr-tenants. Amoiv the 
tenants, there is a clear preponderance of 
marginal (less than 2.50 acres) and small 
(2.S0-4.99 acres) landowners. In other words, 
it is the lower landowning categories which 
largely flock on into the land-lease market. 

(b) Although the two categories of tenants 
(unrecorded and recorded) do not differ 
much in terms of their economic status (as 
revealed by their landholding position), they 
are different in respect of social status. In 
comparison to the unrecorded tenants, the 
recorded tenants have a higher percentage 
of lower casie/tribals as well as illiterates. 
It is also interesting to note that the record¬ 
ed tenants belong more to the traditional 
sharecropper-cum-agricultural labour 
families in contrast to the unrecorded tenants 
who are relatively new entrants in tne land- 
lease market. In sum, our study portrays a 
weaker social, if not economic, status for the 
recorded tenants. 

(c) On the question of socio-economic 
status of the lessees vis-a-vis the lessors, the 
present study discovers, in general, a 
superior position for the latter. This becomes 
clear from the fact that the lessors have 
much higher percentage of upper caste 
households and also that a substantial pro¬ 
portion of them belong to the relatively 
higher landowning categories. 

(d) Our inquiry into the distribution of 
lease units by lessee-lessor groups throws up 
many interesting facts concerning the func- 


TaBII 9 DivIRIUUI KIMII ll \S1IJ-IN Lanoby Type.soi-Tenano 


Size Group 

Percentage of 1 eased-in 


Kharif Season 



Rabi/Boro Season 


(in Acres) 

Area to Operated Area 

Proporlion of Leased-in Area Under 

Proportion of Leased-in Area Under 

1 

Kharif 

Season 

2 

Rabi/Boro 

Season 

3 

( rop- 
sharing 
4 

Fixed Produce 
C on tract 

5 

Fixed C ash 
Coniraci 

6 

Crop- 

sharing 

7 

Fixed Produce 
Contract 

8 

Fixed Cash 
Contract 

9 




llnrr 

rord^'d 'lenantf* 





Region I 

0.01 - 0.99 

29 38 

59.38 

UK) 00 


— 

58.01 

41.99 

— 

1.00 - 2.49 

31.06 

42 51 

100.00 


— 

79 70 

16.46 

3.84 

2.50 - 4.99 

26.66 

34.27 

93 79 

4.77 

1 44 

59.21 

39.05 

1.74 

S.OO and above 

30.70 

32 00 

100 00 

— 

- 

100.00 

— 

— 

All sizes 

28.48 

38 70 

97.07 

2.12 

0 81 

66 28 

31.20 

2.52 

Region II 

0.01 - 0.99 

52.80 

73 78 

100.00 

- 

— 

97.63 

1.38 

0.99 

1.00 - 2.49 

41.39 

34 84 

10000 

— 

— 

97.52 

0.8^ 

1.59 

2.50 - 4.99 

11.43 

22 22 

100 00 

— 

_ 

93.52 

6.48 


5.00 and above 

60.41 

7 41 

100.00 

- 

— 

100.00 

_ 

— 

All sizes 

38.38 

36 39 

100 00 - 

Rerorded IrnanU 


96.62 

2.28 

1.10 

Region 1 

0.01 - 0.99 

53.72 

86.86 

93.02 

6.98 

— 

94.71 

5.29 


1 .00 - 2.49 

53.84 

49.73 

84.95 

13.73 

1.32 

66.30 

32.89 

0.81 

2.50 - 4.99 

38.74 

46.98 

91.84 

8.16 

— 

74.33 

25.67 

_ 

S.OO and above 

21.73 

20.55 

100.00 

— 


100.00 

— 


All sizes 

40.73 

44.00 

89.29 

9.95 

0.76 

76.94 

•22.75 

0.31 

Region II 

0.01 - 0.99 

62.40 

52.52 

98.40 

— 

1.60 

93.51 

— 

6.49 

1.00 - 2.49 

30.65 

27.22 

100.00 

— 

— 

96.40 

3.60 


2.50 - 4.99 

26.82 

2.79 

100.00 

— 

— 

100.00 

— 

— 

S.OO and above 

— 

— 

— 

— 

— 

— 

— 

— 

All sizes 

37.26 

30.65 

99.31 


0.69 

95.20 

1.80 

34)0 
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Appendix 

Table I; EoucATiONAt Siatus oi- Tenant Households 



Unrecorded Tenants 

Recorded Tenants 

All Tenants . 


Region 1 

Region II 

Region 1 

Region II 

Region 1 

Region (i 

1 

2 

3 

4 

* 5 

6 

7 • 

l^rcentage of male members with 







education level 
(a) Primary 

, 44.76 

48.11 

38.14 

45.63 

41.83 

46.96 

(b) Middle 

40 48 

31.89 

39.18 

30.00 

39.85 

31.01 

(c) Matric 

4.29 

j.7g 

2.58 

1.25 

3.47 

2.61 

(d) Up to graduate 

0.95 

0.54 

2.06 

1.25 

1.49 

0.87 

Percentage of male literates 

90.48 

84.32 

81.% 

78.13 

86.64 

81.45 

Percentage of male illiterates 

Percentage of female members with 

9.52 

15.68 

18.04 

t 

21.87 

13.36 

18.55 

education level 






(a) Primary 

30.94 

34.91 

16.86 

29.71 

24.08 

32.57 

(b) Middle 

18.23 

16.57 

18.02 

14.49 

18.13 

15.64 

(c) Matric 


_ 

— 

— 

— 

— 

(d) Up to graduate 

— 

— 

— 

— 

— 

— 

f^rcentage of female literates 

49.17 

51.48 

34.88 

44.20 

42.21 

48.21 

Percentage of female illiterates 

50.83 

48.52 

65.22 

55.80 

57.79 

51.79 


Note. For calculating the percentage of households with different education levels, members with 6 -f age alone are considered. 


Table II: Caop-wisE Distribution or Lease Contracts under Crop-Sharinc. and Fixed-Rent Tenancies by Region and Si/e-Class 

or Tenant Operational Holding 


(Number of Cases) 


Region Crop Contractual Form _ Size of Operational Holding of Tenants (in Acres) 







Unrecorded 





Recorded 

# 





Less 

1.00 

2.50 

500 

Total 

Less 

1.00 

2.50 

' 5.00 

Toul 




than 

to 

to 

and 


than 

tc 

to 

and 





1.00 

2.49 

4.99 

Above 


1.00 

24 

4.99 

Above 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

13 

1 

Aman paddy 

Crop-sharing 

10 

12 

12 

2 

36 

9 

22 

8 

2 

41 



Fixed-rent 

— 

_ 

1 

— 

1 

1 

5 

1 

— 

7 



Total 

10 

12 

13 

2 

37 

10 

27 

9 

2 

48 

II 

Aman paddy 

Crop-sharing 

16 

22 

4 

2 

44 

24 

II 

4 

— 

39 



Fixed-rent 

_ 

__ 


— 

— 

— 

— 

_ 

— 




Total 

16 

22 

4 

2 

44 

24 

11 

4 

— 

39 

1 

Boro paddy 

Crop-sharing 

16 

16 

12 

1 

45 

10 

19 

9 

2 

40 



•Fixed-rent 

14 

5 

7 

— 

26 

1 

4 

1 

— 

t 



Total 

30 

21 

19 

1 

71 

II 

23 

10 

2 

46 

II 

Boro paddy 

Crop-sharing 

26 

22 

2 

1 

51 

12 

4 

— 

— 

16 



Fixed-rent 

1 

1 

1 

— 

3 

— 


— 

— 

— 



Total 

27 

23 

3 

1 

54 

12 

4 

— 

— 

16 

1 

Jute 

Crop-sharing 

7 

3 

3 

1 

14 

— 

3 

1 

— 

4 



Fixed-rent 

— 

— 

1 

_ 

1 

— 

1 

_ 

— 

1 



Ibtal 

7 

3 

4 

1 

15 

— 

4 

1 

— 

5 

II 

Jute 

Crop-sharing 

4 

9 

1 

1 

15 

2 

3 

2 

~ 

7 



Fixed-rent 

— 

— 

— 

— 

— 

— 

- 

— 

— 

— 



Total 

4 

9 

1 

1 

15 

2 

3 

2 


7 

II 

Aus paddy 

Crop-sharing 

2 

— 

1 

— 

3 

— 

4 

— 


4 



Fixed-tent 

— 

— 

— 

— 

— 

— 

— 

— 

— 

— 



Total 

2 

— 

1 

— 

3 

— 

4 

_ 

— 

4 

II 

Sugarcane 

Crop-sharing 

4 

2 

2 

1 

9 

3 

5 

1 

- 

9 



Fixed-rent 

1 

__ 

__ 

— 

1 

2 

— 

_ 

- 




Total • 

5 

2 

2 

1 

10 

5 

5 

1 


II 

1 

Potato 

Crop-sharing 

6 

3 

5 

2 

16 

1 

2 


— 

3 



Fixed-rent 


1 

— 

— 

1 

— 

1 

— 

— 

1 



Total 

6 

4 

5 

2 

17 

1 

3 

— 

— 

4 

II 

Potato 

Crop-sharing 

3 

2 

— 

1 

6 

— 

— 

— 

— 

— 



Fixed-rent 

— 

1 

— 

— 

1 

— 

— 

— 

— 

— 



Toul 

3 

3 

— 

1 

7 

— 

— 

— 

— 

— 

1 

Karala 

Crop-sharing 

1 

— 

— 

— 

1 

— 

>- 

— 

— 

— 



Fixed-tent 

— 

3 

3 

— 

6 

_ 

1 

— 

— 

1 



IbUl 

1 

3 

3 

— 

7 

— 

1 

— 

— 

1 

II 

Karala 

Crop-sharing 

— 

_ 

— 

— 

— 

— 

— 

— 

— 

— 



Fixed-rent 

1 

— 

— 

— 

1 

_ 

— 

— 

— 




Toul 

1 

— 

— 

— 

1 

— 

— 

— 

_ 

— 
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tioning of the hmd-teue market: (i) The 
leuors of the uniecoided lesiees tend to 
•»me from all size-groups although there 
s^ms to have taken place some concentra¬ 
tion in small and middle categories. There 
. i also a tendency with smaller unrecorded 
Irasees to lease in from smaller lessors while 
the bigger lessees being preferred by the big¬ 
ger lessors. The situation is somewhat dif¬ 
ferent in the case of the recorded lessees with 
their lessors being drawn more from the 
relatively higher ownership categories, 
(ii) Although both categories of lessees 
reported a subsuntial proportion of their 
lessors being engaged in non-agricultural ac¬ 
tivities, a strict comparison between the two 
groups of lessees brings out that a relatively 
lower proportion of the lessors of the 
unrecorded lessees are involved in non- 
agricultural activities (i e. a higher propor¬ 
tion is engaged in self-cultivation). It is also 
noted that many of the lessors having non- 
agricultural activities as their principal 
occupation prefer leasing out to unrecord¬ 
ed lessees of higher size-groups while those 
belonging to the cultivating community look 
for unrecorded lessees with small land area. 
In the case of recorded lessees, a greater pro¬ 
portion of their lessors seem to be engaged 
in non-agricultural activities. All these seem 
to suggest that primarily non-agricultural 
families having additional interest on land 
suffered relatively more through ‘barga* 
recording in the regions investigated, (iii) In 
the land-lease market, there seems to exist 
no one-to-one tie-up between the lessee to 
a specific lessor; in fact, a lessee is free to 
enter into lease arrangements with as many 
lessors as he could. It is an important fin¬ 
ding in that it signals the breaking of tradi¬ 
tional dependence-dominance relationship 
between the lessee and his lessor. Between 
the two groups of tenants, however, the 
unrecorded ones are more successful in at¬ 
tracting greater number of lessors. To put 
it differently, the lessors possibly place the 
unrecorded tenants high in order of prefer¬ 
ence owing to their greater ‘trustworthiness’ 
(e) As regards the impact of changing 
technological situation on tenancy structure, 
our survey data provide some useful insights. 
In particular, we note that improvement in 
technological conditions tend to provoke 
some landowners from higher categories to 
enter into the land-lease market although 
their number is not yet very high. The most 
important effect of the new production 
technology comes through changes in the 
form of tenancy. Thus while sharecropping 
predominates during the kharif season in 
our study regions, a tendency is clearly 
discernible among some tenants to prefer 
fixed produce contracts during the born/rabi 
season, particularly in the agriculturally pro¬ 
gressive areas. A cropwise break-up of the 
lease-contracts further reveals that while the 
preponderance of share-crop tenancy has 
been almost exclusive to both categories of 
tenants in the case of the traditional crop 


Aman paddy (cultivated during the kharif 
season), tenancy has been changing its form, 
atbdt at a slower pace, with the emergence 
of newer crops such as boro paddy which 
|j cultivated under improved technological 
conditions. Further, there has been a tenden¬ 
cy towards seasonalisation of tenancy con¬ 
tracts. This is clear from the fact that both 
categories of tenants endeavour to attract 
fresh tenancy contracts during the boro/rabi 
season which yields more flexibility towards 
funaioning of land-lease market during this 
season. It is, however, a different matter that 
the unrecorded tenants have been more suc¬ 
cessful in the matter of seasonal tenancy 
arrangements. 

Notes 

1 See Bharad»aj (1974- 5); Bcll-Snnivasan 
(1989: 75-82). 

2 See Bhaduri (1973), Prasad (1974). 

J See in particular Vyas (1970, A75); Rao 
(1974: A50); Bharadwaj and Das (1975. 
239); Bardhan (1976. 1544); Nadkarni (1976: 
AI37-A139); Singh (1989: A88). 

4 For example, the conditions prevailing in 
pre-independence Bengal are very largely 
akin to such a situation. For details sec 
Government of Bengal (1941); Sen (1979), 
Cooper (1988); Bhaumik (1989: Ch III). 

5 Most of the recent studies on tenancy ignore 
the issue of changing tenancy situation 
following organised movement of the 
tenants 

6 See Dasgupia (1987) 

7 There is no unanimity of opinion as regards 
the exact number of bargadars in West 
Bengal While an official estimate puls the 
figure between 2 a J 2.5 million, a recent 
study estimates the number of bargadars lo 
be around 1.5 million of which 1.36 million 
have been recorded till the end of 1986. See 
government of West Bengal (1980: i-ii), 
Bandhopadhyay ci al (1983. 30); Bhaumik 
(1989: 184). 

8 The tenancy relations of the unrecorded 
tenants are traditional in the sense that they 
enjoy no protection against unwarranted 
upward revision of rent by ihc landlords and 
no security of tenure and as such, may be 
evicted ai will by the landlords 

9 For details, see Bhaumik (1989 Ch V) 

10 In their study of some Orissa villages, 
Bharadwaj and Das (1975. 230) note ‘securi¬ 
ty of obtaining rent' as the reason provid¬ 
ed by the les.sors preferring landed lo 
landless tenants 

11 The fact that the majority of tenants in our 
sample belongs to ownership categories of 
less than 2.50 acres is very much consistent 
with the overall tenancy structure prevail¬ 
ing in West Bengal today. See Bhaumik 
(1989: Ch IV) 

12 This is essential because the leasing pat¬ 
tern changes from one cropping season to 
the other. Thus if a household leases in 
more land in one particular season com¬ 
pared to the other, not only he be elevated 
to higher economic status but it may also 
add to his batgaining power. In our sub¬ 
sequent discussion, however, for analyi .:al 
reasons, we consider operational area dur¬ 


ing the dominant kharif season as the in¬ 
dex of household's overall economic statui 

13 This is quite contrary to the Situation 
reponed ^ Bandhopadhyay (1973) from a 
region in Hoogly-Burdwan border in Wkst 
Bengal where large ‘enterprising’ farmers 
leased in huge land during boro season to 
do cultivation on commercial basis. 

14 We devote greater attention lo interlocked 
market transactions in part II of our paper. 

15 During our field survey, we discovered that 
there was complete agreement among the 
sample tenants that none of them would go 
in for recording if the land was leased in 
for boro season only This means that these 
contracts are purely seasonal and Ihc 
tenants voluntarily give back their Icascd- 
in plots to the landlords at the end of the 
season 

16 A similar problem is also reported by other 
researchers such as Bardhan and Rudra 
(1980: 288) and Khasnabis and Chakiaborty 
(1982: A22) 

17 Bharadwaj and Das (1975: 230) also notice 
such a tenancy of bigger lesson leasing out 
to relatively better-off tenants in some ir¬ 
rigated villages in Orissa. The situation 
observed by us is, however, somewhat dif¬ 
ferent from what is observed in another 
study on Nadia district of West Bengal 
where big landowners among lesson are 
conspicuous by theii almost complete 
absence. See (1978: A12I). 

18 The fact that the number of lease contraas 
per lessee far exceeds one in both of our 
regions should not be interpreted that the 
lessors are more in number than the lessees. 
In fact It IS found that just as a lessee very 
often leases in land from more than one 
lessor, the latter too frequently leases out 
small parcels lo more than one lessee. This 
IS one of the reasons for the number of 
lessors lo exceed the number of lessees in 
our tables. 

19 Bharadwaj and Das (1975; 223) inierpief this 
as a method of extracting an additional ele- 
mem of ‘hidden rent’ by the landlords from 
their tenants with larger families. 

20 This does not necessarily mean that the pro¬ 
portion of leased-in area to operated area 
has been higher in the case of unrecorded 
lessees compared to recorded ones. In fact, 
ii IS the other way round in most cases. This 
would become clear when we discuss later 
in the paper the incidence of leasing in land 
by various categories of lessees. 

21 For boro paddy, fiked rent means fixed pro¬ 
duce payable after the harvest by the tenant. 

22 For ‘karala’, tenancy actually ukes the form 
of fixed cash rent contract whereby the 
tenants pay a fixed sum in advance to the 
landowners. 

(To be concluded. References will 

appear with Part two next week.| 
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Economic transition 

A Dusiness response 

By S. M. Datta, Chairman, Hindustan Lever Limited 


T he year gone by will probably be 
best rcfnembered as the one in 
which India decided to face its 
economic responsibilities squarely, 
and emeiged with a crediuble 
record. 

The regime of economic planning 
began four decades ago with a 
glorious vision of a resurgent India 
striding firmly on the path of 
progress while ensuring an equitable 
distribution of the nation's wealth. 
The ineviable compromises which 
had to be made in order to bridge 
the gap between that vision and the 
reality of our limitations steered the 
country towards the beguiling 
alternative of deficit financing The 
mounting burden of borrowings, 
both domestic and foreign, brought 
the economy to the brink of 
insolvency in early 1991. 

The dimensions of the crisis which 
ensued arc too well known to need 
repetition here. The corrective 
measures were bold, and the steps 
taken, though tenutive at first, have 
become more firm and assured with 
time and experience. It has become 
quite clear, however, that instead of 
accepting a sharp, traumatic 
transition to a financially balanced 
yet development-oriented economy, 
we have opted for a more gradual 
process Involving a degree of trial 
and adjustment. The process of 
restructuring the policy framework 
will now extend to at least 1993-9‘i, 
if not beyond Consequently, trade 
and industry must now learn to 
operate in a more fluid, albeit more 
exciting, economic scenario. Not 
only do we have to adjust to the 
unfolding changes of policy but we 
must also try to, foresee changes in 
order to say on course. The 
response of business to the economic 
changes of the last nine months, as 
well as the lessons learnt therefrom, 
could provide very valuable 
indicators for the future 

VISIBLE SIGNS 
The most visible sign of the 
country's economic crisis was its 
extremely low foreign exchange 
reserve, Rs. 2400 crorcs, which was 
reached in June 1991. This was 
equivalent to the import needs for 


only three weeks. The situation 
became even more precarious when 
several international agencies lowered 
the country's credit rating. Since a 
large proportion of the uutsunding 
foreign liabilities vms in' the form of 
short term deposits, apprehensions 
about an imminent default resulting 
in a run on the deposits were quite 
genuine The government's response 
to the crisis was crafted along 
classical lines. In the shojrt term, a 
crisis management procedure was 
put in place to manage the foreign 
exchange reserves on a day-to-day 
basis. The decision to pledge part of 
the government's gold holdings 
clearly demonstrated our resolve to 
meet our liabilities, in the medium 
term, investor confidence was sought 
to be restored by negotiating with 
the International Monetary Fund for 
a package of assistance that included 


Technological innovations, 
combined with measures to 
conserve materials and 
energy, have mitigated the 
effects of increases in input 
prices. For the second year in 
succession the business has 
kept price increases below tbe 
general level of increase in 
wholesale prices. 


a sund-by credit facility. For the 
longer term, a basic change in the 
structure of our trade polit 7 was 
sought in order to conain, and 
ultimately reverse, the tecurring trade 
deficit on the current account. Since 
foreign trade accounts for a relatively 
low proponion of the GDP, at 14%, 
the imbalance was sought to be 
corrected not by restricting imports 
but instead by encouraging a surge in 
the country's exports. 

The first step in this restructuring 
was the devaluation of the official 
exchange rate of the rupee by a little 
over 20% The second step was the 
introduction of the Exim ^rip, 
which sought to partially link ' 
imports by the non-government 
sector to the foreign exchange 
earnings arising from exports. The 


domestic business of Hindusun Lever 
has a relatively low dependence on 
imported inputs; yet limited imports 
are still quite essential to mainuin 
output. 'Therefore the imposition of 
high margins on imports, as well as 
the release of foreign exchange on a 
first-come first-served basis, not only 
enhanced the cost of operations but 
caused avoidable delays as well. The 
fact that even an organisation with a 
relatively large surplus on the foreign 
trade account had to undergo such 
difficulties is ample indication of the 
adverse effect of this "import 
compression" upon the manufacturing 
sector 

The business responded by 
instituting a Corporate Import 
Management pros css, through which 
requests for import licences fpjm 
various sections were collated, 
classified according to priority and 
then processed for action. Regular 
consulutions and follow-up with the 
authorities helped maintain an even 
flow of requests and corresponding 
permissions At the same time, a 
critical examination of import needs 
was instituted to further prune the 
import bill. These efforts tided the 
business over its immediate crisis 
while it formulated a more robust 
operating plan for the future. 

PARTIAL CONVERTIBILITY 
The devaluation of the rupee, the 
withdrawal of Cash tiompensatory 
Support and the switch to the Exim 
Scrip Scheme were steps which 
profoundly affected the export 
sector. This effect has been further 
enhanced recently by the change 
from the Exim Scrip ^heme to 
partial convertibility of the rupee on 
the trading account The resulting 
increase in the cost of imported 
inputs and the withdrawal of 
facilities aimed at neutralising the 
high cost of the domestic economy 
have shifted the emphasis from 
conversion-based exports to 
manufacturing-based exports. The 
benefits of maximising ptoduaivity 
and increasing indigenous value- 
addition are being clearly signalled. 
However, the decision to freeze 
payment of past CCS dues and the 
unceruinty about the issue and the 
redemption of Exim Scrips during 
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the transition period have caused 
needless anxiety and hardship to 
exporters. 

Being a large, manufacture-oriented 
exporter, Hindustan Lever has not 
bera immune to these hardships. To 
sustain uninterrupted growth and 
improved profitability for exports, 
rigorous measures were instituted to 
improve the cost-effectiveness and 
the productivity of export 
operations, while the emphasis 
shifted gradually from the rupee 
trade to the general currency trade. 

DOMESTIC DEBT 
The second major aspect of the 
economic crisis was the rapidly 
increasing burden of national debt, 
which exceeded 60% of the GNP in 
1991. The large fiscal deficits of the 
previous five years had meant that 
the govenunent was borrowing 
increasingly to meet the shortfall on 
the revenue account The increase in 
government exp>enditurcs did 
succeed in boosting consumption 
levels, leading in turn to a relatively 
high growth rate in the 
manufacturing sector. However, 
inadequate attention towards 


the growing spread of the organised 
media and the marketing efforts of 
various large scale distributors 

Poor distribution remains the major 
obsucle to the growth of the rural 
market. Hindusun Lever, a pioneer in 
rural distribution, has achieved 
significant growth through its 
continued efforts in market 
development. Technological 
innovations, combined with 
measures to conserve materials and 
energy, have mitigated the effects of 
increases in input prices. For the 
second year in succession, the 
business has kept price increases 
below the general level of increase in 
wholesale prices 

INFLATIONARY PRESSURES 
The third, and potentially the most 
damaging feature of the economy in 
1991 was the unabated rise in 
wholesale prices for the second year 
running. The present phase of price 
increases and inflation was triggered 
by Iraq’s invasion of Kuwait in 
August 1990 The Gulf Surcharge 
added 25% to the cost of petroleum 
products. The n>und of political 
agitations which followed later that 


The process of economic transition, which started with small, 
faltering steps in the early 1980s, has now gathered sufficient 
momentum to become a self-propelling force. The transition 
was never expected to be easy, but extraneous factors such as 
the Gulf War made it more difficult than anticipated. 


improving the economy's 
productivity exacerbated the 
Inflationary ptes.sures in the 
economy. 

POLICY RESPONSE 
The policy response to the fiscal 
deficit has been to conuin the 
growth of govenunent expenditure 
and, later, to start a gradual 
reduction. At the same time, 
subsidies to various sectors of the 
economy arc being pruned through 
judicious increases in administered 
prices. 

Government expenditure is 
undoubtedly one of the major factors 
promoting consumption. Recent 
measures to check runaway growth 
in such expenditure have served to 
decelerate urban consumption 
patterns. Satisfactory performance in 
the agricultural sector, supported by 
continued increases in the price of 
primary articles, has helped sustain 
growth in rural consum^ion levels. 
Rural consumption patterns in India 
arc slgnlflcantiy dlflFercnt from urban 
ones, but conversion has been 
accekraied under the Influence of 


year caused large scale traffic 
dislocation. These factors combined 
with the sharp increase in 
procurement prices to significantly 
pusn up prices of primary 
comm^ities During the years 
1985-90, the GDP grew at an average 
annual rate of 5.6%, while the 
money supply increased at the 
average annual rate of 15 7% This 
excess liquidity in the economy 
further fuelled inflationary pressures 
and kept wholesale prices rising at 
an average annual rate exceeding 
12% since April 1990 In a 
significant departure from previous 
trends, the index of primary 
commodities has been leading the 
price rise, with an average inflation 
rate of 18%, while the index for 
manufactured articles has been 
growing at a far lower rate, below 
10 %. 

DEMAND-SIDE MANAGEMENT 
The policy response to the Rowing 
menace of inflation has been to 
introduce demand-side manggement. 
The prime rate for bank credit had 
been increased to 20%, and 
consumer credit was severely 
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restricted. The flscal deficit, too, has 
been prevented from growing beyond 
the 1990-91 levels iii absolute rupee 
terms. While the devaluation of 15191 
has added to the cost push, the 
government's inability to reduce any 
of the major subsidies has cffcaively 
prevented it from taking any 
initiative to promote either output or 
productivity. Import compression has 
combined with rigorous demand 
deflation to create recessionary 
trends in several industries. A^r a 
decade of sustained industrial, 
growth, the index of industrial 
production actually recorded a 
decline in 1991-92. 

Sustained inflation and the policy 
response to it created a set of 
complex challenges which Hindustan 
Lever addressed comprehensively in 
1991. The all-round increase in costs, 
particularly in the primary 
commodities segment, called for 
increased vigilance in monitoring 
costs, as well as greater diligence in 
the application of technology for 
improving both formulation and 
process efficiency. As>a result, the 
average price increase for most of 
the company’s products was less 
than 9% as compared to the 13.5% 
increase in the wholesale price 
index, and the 18% increase in the 
price index for primary 
commodities. The increased cost of 
bank credit was countered by 
strengthening the programme for 
conserving cash through better asset 
utilisation. Thus, although turnover 
increased by 22% in 1991. working 
capital went up by only 12%. At the 
same time, greater efficiency in funds 
management through the use of the 
relatively new array of instruments 
brought down, although marginally, 
the incidence of iritercst cost from 
1.3% of turnover in 1990 to 1.2% 
in 1991. 

A comprehensive survey of retail 
outlets helped to broaden the 
network and to maintain the growth 
momentum through the improved 
servicing of the network in urban 
areas. Meanwhile, the vigorous thrust 
into rural markets continued and 
many of them were brought into the 
regular servicing schedule. Hading 
channels in India, which depend 
even mote on cre^t than industry 
does, were a^ccted more strongly by 
the tightening of credit lines and the 
attendant increase in the bank rate. 
Improvement in the logistics of 
di«ribution helped the very large 
and cfTeoive network of distributors 
to operate mote efliciently while 
reducing stockholding levels. The 
success of these measures is 
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demcMUtnued by die 27% incfcaae In 
the physical trading volunie during 
1991 while the Indot of Industrial 
production was recording a steady 
decline. The substantial pruning of 
licensing icqulrcmeiiu under tte 
ID&R Act and the MRTP Aa in 1991 
came too late to affect industrial 
fortunes during the flnancial year 
gone by. A completely level field is 
yet to be restored because of the 
barriers of fiscal protection and 
reservation erected around the so- 
called small scale sector. 

Nevertheless, there is no doubt that 
the various measures of relaxation 
introduced in the latter half of 1991 
will greatly help industrial 
investments in the medium term. 

MAJIKET DEREGULATION 
These measures represent the latest 
stage in the development of the 
deregulated policy framework for 
industry which began in the early 
1980s. The relaxation of the earlier 
rigorous controls on capacity 
licensing has engendered a welcome 
competitiveness in a large variety of 
industrial intermediates and 
consumer goods. The recent 
downturn in the economy, as well as 
the reduction in the consumption 
surplus caused by the sharp upswing 
in the prices of essentials, have 
sharpened competition in the 
marketplace. While support 
expenditure in various forms has 
increased substantially, demand for 
credit has become more insistent, 
and inaccuracies in sales forecasting 
and manufacturing plans have been 
known to have caused financial 
difficulties for some manufacturers. 

In many cases, the downswing has 
been further accentuated by the 
higher cost of credit. 

The trauma of transition from a 
seller’s to a buyer’s market should 
not overshadow the essential benefits 
of competition, which is the ultimate 
motive force behind technological 
progress. It encourages trade and 
industry to improve the corporate 
management of finances; and both 
distribution channels and marketing 
skills owe their development to the 
play of competitive forces in the 
economy. The policy response has 
been aimed at mitigating the.se 
incidental adverse effects of 
industrial deregulation through a 
comrol on inflationary pressures, in 
order to ease the pressure of costs. 
Reduced inflation will also allow the 
tutural accumulation of demand to 
restore growth of consumption 
However, in the absence of measures 
to stimulate output and productivity, 
the deflationary measures so far have 


served Only to create a mild 
recession in Industry. 

Competition from a number of new 
entrants to the'market segment of 
Hindustan Lever In the late 1980s led 
to heightened consumer awareness 
and a sharp upswing in marketing 
and promotional activities. The 
business has responded to the 
challenge over the last three years by 
strengthening brand equities and 
improving the consumer value of its 
pr^ucts. 

VALUE-PRICE RELATIONSHIP 
Constant efforts to improve the 
value-price relationship in favour of 
the user have been a feature of 
Hindustan Lever's operations. This 
process has been reinforced now by 
the application of engineering skills 
and training inputs to substantially 
improve the reliability of 
manufeauring operations and to 
significantly upgrade the perceived 
quality of our products. Strong links 
have teen forged with major 
suppliers to improve the quality and 
reliability of supplies. Improved 


logistics pn^rammes are helping to 
deliver stocks to the targeted 
stocking points with greater 
accuracy. 

These and similar measures have 
helped the business improve and 
strengthen the image of its products 
while significantly bettering its 
services to the trade. At the same 
time, the merits of each of the 
product lines have been conveyed to 
consumers through innovative and 
competitive communication and 
support packages. As a result, market 
shares have been retained and, in 
.several cases, significantly improved 
so that the volume gn>w|h of the 
company has continued to be higher 
than the average rate of market 
growth 

FUTURE DEVELOPMENTS 
The current economic prospects do 
not appear to be significantly tetter 
than those of 1991. The Gross 
dropped Area is unlikely to increase 
because of the delay in irrigation 
investments. The major burden for 


aftaining i^icultunl growth will, 
theiefofc, devolve upon the 
extension of better agronomic 
practices. At th^ same time, the 
prospeett of a later and weaker onset 
of monsoons will have a danqicning 
effect on agriciiltiiial operations. Hie 
severe restrictions on imports of 
industrial inputs have already been 
largely relaxed, and this constraint 
on the manuEuxuring sector will be 
mostly absent in the coming year. 
However, the mild recession in 
demand growth is expected to 
continue in the absence of measures 
to stimulate consumer demand. 
Therefore, the GDP growth in 1992 
is unlikely to be significantly higher 
than last year's. 

The slow rate of economic growth, 
combined with the narrow taxation 
base will serve to sustain the growth 
of net credit to the government at a 
higher level than the growth of the 
GDP. The continued escalation of 
agricultural output prices will 
combine with this growth in money 
supply to maintain inflationary 
pressures. Since energy prices will 


probably remain stable, the existing 
rate of inflation will, in ail 
likelihood, come down from the 
entry rate of nearly l.^%, but the 
annual average inflation will 
continue to be in Rouble digits. 
Reforms in the financial sector will 
continue to be a matter of intense 
debate, and corrective measures arc 
unlikely in the first half of the year. 

Therefore the increased cost of bank 
credit will probably be retained for 
the test pan of the year, along with 
restrictions on credit facilities. In 
addition, government expenditure 
will continue to be restrained and a 
revival of consumer expenditure is 
unlikely during the year. Thus, 
competition for laiger shares of the 
slow-growing market will continue to 
be fierce. As the country moves 
towards a completely convertible 
currency on the trading account, the 
strains of maintaining a satisfactory 
balance of trade will be passed on to 
industry. This would undoubtedly 
contribute to an escalation of input 
costs. 


The trauma of transition from a setter's to a buyer’s market 
sboutd not overshadow the essentiat benefits of competition, 
which is the uttimate motive force behind technoiogicat 
progress. It encourages trade and iruiustry to improve the 
corporate management of finances; and both distribution 
jchannets and marketing skilts owe their devetopment to the 
piay of competitive forces in the economy. 
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A POMnON OF anUBNGTH 
mndumw Lever o^oyi a poaltlon of 
idatfvc Mfcngth as the economy 
moves Into the second stage of 
lestmctiiring. The company's roster 
of durable and well known brands 
has been nurtured and sustained over 
the years to retain its hold on 
consumer loyalty. The well- 
established distribution structure has 
been strengthened through the 
Introduction of information 
processing systems, and its reach has 
been eithanced through rural 
operations conducted over the last 
three years. A large programme of 
diversification and extension of the 
company’s manufacturing base has 
{ust ended, and adequate capacity 
has been built up to meet growth 
requirements. Investments in 
processing technolc^y are providing 
effective remedies to consuntly 
rising costs, while the quality image 
of the product range is being 
boosted through the extensive 
modernisation of manufacturing 
hicilities and the process of 
imparting skills to the operatives 
through comprehensive training A 
strong and flourishing export base 
has been built up over the years, and 
new proiects are in hand to further 
build, upon this strength in the 
coming years 

Rural consumption patterns 
in India are significantly 
different from urban ones, 
but conversion has been 
accelerated under the 
influence of the growing 
spread of the organised media 

and the marketing efforts of 
large scale distributors. 

The export earnings, therefore, will 
continue to be well in excess of the 
company's requirements of foreign 
exchange. The anticipated restoration 
of the rupee clearing arrangements 
with major East European countries 
and the oncoming revival of the 
economies in Vi^st Europe and the 
United States will provide further 
opportunities for export growth The 
prudent management of flnances 
during the past two years have 
significantly lowered the capital- 
output ratio, eminently desirable 
considering the present high cost of 
credit. Thus, the business is in goixl 
shape to weather the hard times 
which lie ahead. 

However, as the economy moves 
from a system of priorities controlled 
and directed by the state to a system 
of demand-oriented growth 


objectives, thiit^ nrfc of the consumer 
for non-durable goods, and the 
cusromer for industrial imermediates 
will assume a higher profile. The 
customer now faces a wider array of 
choices, and the tapldly Increasing 
spread and penetration of the audio¬ 
visual media provide better and more 
insistent information regarding these 
choices. 

FORGING A STRATEGY 
The customer's understanding and 
appreciation of the produa or the 
service becomes a key determinant in 
the exercise of choice, and customer 
orientation is gradually emerging as a 
major ingredient of success in 
business. Over the last five years, 
Hindustan Lever has sharpened the 
focus on consumer satisfaction in all 
areas of its business. A laige bexiy of 
information has been gathered on 
consumer preferences through direct 
research, and this is being regularly 
updated through modem techniques. 
This information base has been used 
to forge a strategy with four 
principal components. The first 
commitment is towards providing the 
customer the best value for money in 
each product category. The 
technological and commercial skills 
of the business have been harnessed 
to this task with satisfactory results. 

The second major objective is to 
provide the customer with consistent 
and standard qu^ity of products and 
their performance. To achieve this, 
the entire value-addition chain has 
been thoroughly overhauled and 
linked up in a network with the 
business systems of the suppliers and 
the distributors 

The third ingredient of the strategy 
has been to provide reliable service 
to the consumer through regular 
.servicing of the outlets to ensure 
availability of products without 
unduly high stock levels, steady and 
predictable pricing policies which are 
in tune with the environment, and 
prompt and polite attention to all 
comments, suggestions and 
complaints coming from the 
marketplace 

The fourth, and final component of 
the strategy framework has been to 
develop and maintain an effective 
communication progiamme to 
augment the consumer's 
undersunding of the core values in 
each product and of the key product 
features that differentiate it from the 
competition. The consistent 
application of this strategy, not only 
for consumer products but for 
agricultural inputs and industrial 


iittennediatcs as wdl^ has mshled 
the business to create consumer 
awareness and to generate consimier 
satisfoction with a large variety of 
products in both branded and 
unbranded categories. 

As the economy moves from a 
system of priorities controlled 
artd directed by the stale to a 
system of demand-orierded 
growth objectives, tbe rote of 
the cortsumer for non-durable 
goods, and tbe customer for 
industrial intermediates will 
assume a higher profile 


CONSUMER ORIENTATION 
As the economy moves into a low- 
growth phase and the market begins 
teeming with an abundancetof 
products in growing product 
categories, consumer satisfaction is 
expeaed to become a critical 
measure of discrimination and 
differentiation. The experience 
accumulated over the last few years I 
will provide a clear competitive edge 
to the business. The process of 
economic transition, which started 
with small, faltering steps in the 
early 1980s, has now gathered 
sufficient momentum to become a 
self-propelling force. The transiritm 
was never expected to be easy, but 
extraneous factors such as the Gulf 
War made it mote difficult than 
anticipated. Deregulation measures 
have released new and natural forces 
of market competition. Business 
organisations must cope with these 
changes and evolve appropriate 
strategies to win and to retain 
customers within a scenario of 
shifting loyalties. The common 
features of such strategies will 
include rigorous cost control, 
increased local value-addition, better 
performance through technologipd 
innovation, improved servicing of' 
traKle, and enhanced tfonsumer value 
of products. 

In the final analysis, these efforts to 
achieve customer satisfaction serve to 
improve the economy's efficiency 
and to generate growth by expanding 
the market. Hindustan Lever will 
continue to provide primacy to the 
consumer in designing the 
performance of its products and in 
conducting its business. 

ThU Is tbe text of tbe speech delivered at tbe 
Annual General Meeting <if Hindustan Lever 
Limited held In Bombay on April 30. 1992. If 
you uisb to obtain Ibis speech In booklet form, 
please write to- Tbe Communications 
Department, Hindustan lever Limited, 
r.O. Box 409. Bombay 400 001. 
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Urban Bias in Indian Public Distribution 

System 

Stephen Howes 
Shikha Jha 

Using three measures of urban bias—quantities of PDS grains consumed, the implicit subsidies and accessibility 
of ration shops—this paper attempts to answer the question 'does the average urban dweller gain more from 
the public distribution system than the average rural dweller?’. The authors also examine, using the same three 
measures, variations in the level of urban bias as between the different states. 


1 

Introduction 

GOVERNMENTS in many countries 
distribute subsidised consumer goods, 
cspedallyr food. The justirication is to pro- 
vkfe the economically weaker sections with 
a tniaimum level of consumption, and some 
schemes have been at least partially suc¬ 
cessful in reaching this goal (see Alderman 
(1986) for example). Mote often than not, 
howem, the provision of such subsidies is 
mainly confined to the politically more 
powerful population (namely, government 
employees and urban workers) implying 
thmby that the less powerful (especially 
rural) poor are discriminated against. Urban 
bias of this type has been observed in many 
countries, for example, China (Basu, 1991), 
Egypt (Alderman et al, 1982) and Pakistan 
(Alderman et al. 1988); see Hopkins (1988) 
and Lipton (1982) for mote general an^yses. 

it is a commonly-held position that the 
public distribution system (PDS) in India 
has a strong urban bias. For instance. Oant- 
wala (1976) writes; "There is a legitimate 
criticism that public distribution of 
foodgrains through rationing and fair price 
shops is predominantly in urban areas and 
there is a clear case for extending it to rural 
areas.” More recently, Dreze and Sen (1990) 
claim that “Kerala is the only Indian State 
in which the public distribution of food goes 
well beyond the limits of urban areas and 
provides signiTicant support to the rural 
population” (p 223). Also, it is pointed out 
in [Government of India (1991)] that while 
more than three-fourths of the 'fair price 
shops* (FPS) are in rural areas, “the level of 
their effectiveness in terms of actual supply 
of essential commodities, particularly in the 
rural, backward, remote and inaccessible 
areas, raises questions as to the mean¬ 
ingfulness of their existence” (p 287). And, 
therefore, “it is extremely important to ex¬ 
tend the coverage of the PDS ... to the rural 
population for which it was initially started” 
(p 122). On the other hand, Dev and 
Suryanarayana (1991b) reach a diametrical¬ 
ly opposite conclusion, namely, that “it ap¬ 
pears that the PDS is not urban-biased but 
pro-rural” (p 2356) and ‘^ne can safely say 
thaFthe Pl% is in general rural-biased qt the 
all-India level” (p 2361). It is in the light of 
such contradictory evidence and the conse¬ 
quent concern that we examine, in this paper. 


the extent to which the Indian PDS is bias¬ 
ed in favour of urban residents. We provide 
a statewise analysis so that we can capture 
variations between, for example, Kerala and 
other states. 

In this paper, a single definition of bias 
is used. The PDS will be said to be urban- 
biased in respect of a given variable, if it is 
found that, in relation to that variable, the 
average urban dweller gains more from the 
PDS than the average rural dweller. Three 
different variables are used to measure bias, 
thus defined. Comparisons are conducted 
over rural and urban levels of PDS quan¬ 
tities consumed (in subsection II (1)), im¬ 
plicit subsidies (subsection II (2)) and ac¬ 
cessibility (subsection II (3)). Section III 
contains a note justifying our choice of these 
measures. Finally, the answers obtained 
using these different measures are brought 
together in the fourth and concluding 
section. 

Rationed goods distributed through the 
PDS are one of three main sources of con¬ 
sumption in India, the other two being 
market purchases and self-production. The 
PDS itself has two main features (only a 
brief summary is given here, for further 
details see GOl, 1979,1991). First, the goods 
to be rationed are procured from private pro¬ 
ducers, usually at prices below those prevail¬ 
ing in the free market.' The procurement 
can either be of part or whole of the 
marketable surplus. Second, the procured 
amount (net of changes in stocks) is 
distributed to consumers through FPS al 
subsidised prices (which are often higher 
than procurement prices due to storage, 
transportation and distribution costs). In 
order to be able to use the rationing system, 
the population is issued ration cards with 
specified quotas. No direct targeting is 
employed. Any household with a registered 
residential address is entitled to be covered 
by the scheme. Distribution is the respon¬ 
sibility of state governments, who decide, 
implicitly or explicitly, on the division of 
PDS goods between rural and urban 
residents. Hence the importance, from a 
policy perspective, of statewise comparisons. 

Our main data source is the 42nd Round 
of the National Sample Survey (NSS). car¬ 
ried out in 1986-87 and reported in 
Sarvekshana (GOl, 1990). henceforth called 
SI. This survey collected information on the 
consumption of rationed goods at the 


household level, possibly for the first time 
in India, at least nationwide With over 
70,000 households surveyed, the data source 
is potentially a rich one Unfortunately, only 
aggregated data has been released, in tabular 
form. This restricts the scope for analysis 
greatly. Moreover, the data seems to suffer 
from various weaknesses. These are discuss¬ 
ed in II (I). Due to these limitations, the 
analysis of this paper can only be regarded 
as tentative. 

II 

Urban Bias 

II (1) Quaniitifs or Rationed Goods 
CONSUMED AND RELIABII IT V OF NSS PDS 
Data 

SI, referred to above, provides sample data 
for II commodities purchasable from ration 
shops (rice, wheat, bajra, jowar, other 
cereals, pulses, edible oils, sugar, coal, 
kerosene and standard cloth).’ On a 
statewise basis, for both rural and urban sec¬ 
tors, It provides estimates of these goods’ 
total quantities purohased. Using population 
estimates, per capita total purchase levels 
(Q,^ for good j in state k) can be calculated, 
for both rural and urban areas.' In addi¬ 
tion, the average proportion purchased in ra¬ 
tion shops (aJ^) is also provided. The pro¬ 
duct of these two (aj^.O,!,) gives per capita 

rationed consumption. Ihble I uses this data 
to present our first measure of bias; the ratio, 
in 1986-87, of rural to urban per capita PDS 
consumption of foodgrains. The smaller this 
share the greater the bias indicated, with a 
ratio of one implying an absence of bias, i 
e, ‘fair shares’ going to both rural and ur¬ 
ban areas. The table also provides this ratio 
for 1978 based, however, not on consump¬ 
tion but on offtake levels, which are the total 
quantities sold to consumers as reported by 
the ration shops. This data is taken from the 
Dagli Committee'Report (GOl, 1979). No 
direct estimates of consumption data ate 
available for years other than 1986-87. Rtken 
at face value, the data suggests that the bias 
towards urban areas seems to have been not 
obliterated but certainly greatly reduced over 
this period to a surprisingly low level, with 
the ratio of rural to urban per capita 
foodgrains consumption from PDS rising 
from J201 to 697.* If we say a state displays 
no bias if this ratio is within five per cent 
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oroiKG«;betwBca .95 and 1:0S), then over 
the d|^t-year period an uihan Mat ii con¬ 
verted into a rwal bias in seven of the 18 
states for whidi the data is availaMe (Keiala 
goes from being the only stale to show a 
rural bias in 1978 to being ranked fifth by 
this criterion in 1986-87.) However, one has 
to decide whether the changed results are 
due to a trend oicr tim^ or due to the change 
in definition from consumption as reported 
by shopknepets 0 c ^rfftakeO to that reported 
by consumers (i e Consumption’). 

HtUe 2 sheds some light on this question. 
This table compares NSS reported consump¬ 
tion with statewise official data on per capita 
foodgtains’ supply to the ration shops for 
1W6-87. It is evident that the reported ra¬ 
tioned consumption from NSS data is far 
below the corresponding supply; average 
supply per person, estimated at 18.12 kg, is 
53 per cent higher than the consumption per 
person which is only 11.86 kg. Supply is 
greater than consumption for every state ex¬ 
cept Andhra Pradesh and Himachal 
Pradesh. Reported supply exceeds reported 
consumption by a factor of 19 in Haryana, 
17 in Punjab, 7 in Orissa and 6 in Bihar! 

There could be'several reasons for this 
discrepancy. One is that ‘black market' pur¬ 
chases of rationed goods—those based on 
the unauthorised use of ration cards—are 
not included in the consumption data. One 
would expect such purchases to be par¬ 
ticularly prevalent in urban areas, where the 
greater density of population and commerce 
provides greater black-market opportunities. 
For example, in urban areas, many domestic 
servants are known to use the ration cards 
of their employers. If this .sort of transac¬ 
tion is widespread, but unreported, the 
overall underestimation of PDS consump¬ 
tion will also imply a corresponding 
underestimation of urban bias. On the other 
hand, rural labourers are known to be 
somewhat compensated through an indirect 
subsidy accruing to them due to partial pay¬ 
ment in kind which could perhaps be tak¬ 
ing the form of goods purchased from the 
PDS by the employers. It is likely that such 
consumption through payment in kind is not 
reported, thus leading to an underestimation 
of the benefits accruing to the rural sector 
from the PDS. 

Further checks on SI can be made by 
comparing data from it with the other source 
containing information from the 42nd NSS 
Round, COl (1989), hereafter S2. Whereas 
SI gives data only on purchased con¬ 
sumption—both quantity and value—S2 
gives data only on total consumption—again 
both quantity and value (for further details 
on the calculations involved see II (2) bdow). 
The difference between the two figures gives, 
respectively, quantity and value of scif- 
pn^uced consumption. This difference can 
be used to check the reliftbility of the data. 
One would, for example, expect the con¬ 
tribution of self-produced consumption to 
be small for urt^ dwellers. However, as 
Ihble 3 reveals, this is not the case. On the 
contrary, the data implies urban dwellers 


lelf-produoe a quarter of their consumption 
of ri^ half of that of wheat, and. most sur¬ 
prisingly of all, a quarter (tv value) of edi¬ 
ble oil consumption. For rumi dwellers, the 
data indicates that half the quantity and 
value of grains is self-produced, and 18 per 
cent of the value of edible oils. How these 
figures compare with reality is hard to ascer¬ 
tain as data on self- produced consumption 
is not easy to come by for India. A study 
by Suryanarayana (1985) of a district in 
Andhra Pradesh suggests 4 per oem in urban 
areas and 40 per cent in rural areas of rice 
consumed is self-produced. Our figures are 
larger, unbelievably so for urban areas. This 
is consistent with a general under-reporting 
of rationing in the NSS survey with this pro¬ 
blem being particularly severe in urban 
areas. On the other hand, it is not clear why 
this bias should only affect one set of figures 
based on the survey data and not another. 

in conclusion, there do seem to be strong 
grounds for caution with regards to reliance 
on the NSS PDS consumption dam. This ap¬ 
plies particularly to aggregate results, and 
to comparisons over time involving other 
data sources, in the absence of evidence that 
the data deficiencies are of differing strength 
in different slates, however, inter-state com¬ 
parisons based on the NSS data may still be 
reliable. 

Ii (2) SUBSIDIFS 

In this section, we estimate the implicit 
subsidy received by rural and urban residents 
through their purchases of rationed goods. 
If we assume that all ration purchases are 
infra-marginal, this subsidy provides an ex¬ 
act measure of the welfare benefits of the 
PDS. If ration purchases are made at the 
margin, however, the subsidy can at best pro¬ 
vide an approx imation. Moreover, the results 
are presented in the light of the proviso of 
the previous section concerning the data. 

Alongside the data on quantities, describ¬ 
ed in the subsection above, SI gives parallel 
data on the average proportions spent in ra¬ 
tion shops b|^ for good j and state k. it also 
gives the aggregate purchase values, from 
which, using population estimates, we can 
calculate per capita purchase values, 9^,^. 

Thus, we have per capita data available for 

Qjj = q^^ + qjj = total purchased 
consumption 

'^jk = Pjk9,k + Pjk <l|i, = total value of 
purchases 

“jk “ tllk^Qjk “ proportion of rationed 
purchase 

^ik ' Plktljk'^'^jk ~ proportion of rationed 
expenditure 

where qj,^ is the quantity of good j bought 
from the free market; qj^ is the quantity of 
good J bought from the ration shop; p^,^ is 
the free market price of the good; p|^ is the 
price of the good in the ration shop. 

The per capiu subsidies Sj,,*s can be 


calculated, using these data, as 

‘»ik(Pjk-P|k) 

where q|, = a.^Q,^ 

P,k = 1(1- b.,)V,J/l(l-a,^)Qj,l 

P;k = (b,kVjs)/(«,kQik) 

Finally, the per capiu subsidy in sute k for 
all goods Uken together is 

®k = SjSjk 

In Dible 4 we report these calculations for 
II commodities at the all-India lewd for rural 
and urban areas separately. In general, the 
urban dwellers seem to enjoy a larger siri>- 
sidy: the monthly per capiu subsidy from 
the PDS for ruraldwellers is Rs 2.2; that for ^'1 
urbandwellers is 36 per cent larger at Rs 3. 

The subsidy for each of the 11 goods is also 
nearly always larger in urban areas, with the 
significant exception of standard doth for 
which the rural per capiu subsidy is higher 
by almost SO per cent than its urban counter¬ 
part. One reason for the urban bias, evident 
from this analysis, is that the ratio of ftte- 
market to subsidised price is higher in ur¬ 
ban than in rural areas. This amplifies an 
urban bias in terms of quantities into an even 
larger urban bias in terms of subsidies.’ 

If we use statewise unit values and quan¬ 
tities to calculate statewise subsidies (as 
presented in Ihble 5), a broadly similar lec¬ 
ture emerges at the aggregate level. Ihking 
a weighted average of all the states' subsidies 

Table. I: Ratio of Rural to Urban Peb 
C/kPiTA Fooocr ains Consumption from PDS v 


State 

Offtake* 

1978 

Contum- 

lion^ 

1986-87 

Andhra Pradesh 

.107 

1.349 

Assam 

.048 

.585 

Bihar 

.024 

.020 

Gujarat 

.274 

1.621 

Haryana 

.076 

276 

Himachal Pradesh 

.053 

2.731 

Jammu and Kashmir 

.160 

.377 

Karnataka 

.130 

M7 

Kerala 

1.103 

1.199 

Madhya Pradesh 

.015 

.588 

Maharashtra 

.292 

.877 

Orissa 

.065 

237 

Punjab 

.015 

.330 

Rajasthan 

.120 

3.080 

Ihmil Nadu 

.192 

1.057 

Tripura 

.355 

1.175 

Uttar Pradesh 

.015 

JI8 

West Bengal 

.170 

.320 

All-India 

.Ml* 

.697 


Nottsr. a Based on reported offtake frora OOi 
(1979) and population estimates calculatedi 
from interpolating the 1971 to 1981 urban' 
and rural population growth rates as record¬ 
ed in the Censi of those two years, 
b Obtained from NSS survey (GOI. 1990), 
using population estimates as indicated in 
footnote 4. 

c No all-India offtake figure is available, 
so a simple unweighted average of the 
figures for the states is used. 
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gives an all-India total. This total is not the 
same as that given in Ihble 4, as, in this table, 
union territories arc not included and more 
account is being taken of interstate price- 
variation. It gives a smaller, though still 
significant, urban bias: 27 as against 36 per 
cent. More interesting is the picture of 
statewise variation which emerges. 10 of the 
It states display an urban bias. The worst 
offender is Uttar Pradesh, with an urban 
subsidy 4.2 times its rural subsidy. Three 
states, Himachal Pradesh, Kerala and 
IKpura, show no bias either way (with a fac¬ 
tor of less than 5 per cent between urban and 
rural per capita subsidies). The remaining 
five slates show a rural bias. Intwoof these, 
Gujarat and Haryana, the rural bias is less 
than 20 po- cent. In the other three, the rural 
bias is much larger: 68 per cent for Andhra 
Pradesh, 67 per cent for Rajasthan, and 41 
per cent for Karruitaka. So although one 
should conclude that there is an overall 
urban bias, this conclusion does not hold 
good for each state. In addition, Kerala 
should not be regarded as being uniquely or 
even pre-eminently successful in avoiding an 
urban bias. Where Kerala does stand out 
though is with regard to the size of its sub-' 
sidy. No state gives a higher urban per capita 
subsidy than Kerala, and only one slate, 
Andhra Pradesh, gives a higher rural 
subsidy. 

II (3) Accessibility 


dividual D,j’s and C,j’s, the best we can do 
is to use proxies for statewide averages, and 
assume these to be faced by all PDS con¬ 
sumers within ,the state. We proxy average 
distance by the ratio of area to number of 
shops and average crowding by the ratio of 
number of ration card holders to number of 
shops. This gives us 

D,j = D, = A./R. for all (3) 

C,| = Cj = NVR, for all i (4) 

where N* refers to the population using the 
PDS (i e, the population holding ration 
cards): A refers to the area of the stale; R 
refers to the number of ration shops. 

We could also think of l/C^ - R/N“as 
the per capita availability of ration shops to 
the ration card holding population. 

The assumption that all PDS users in a 
given state face the same degree of ac¬ 
cessibility, X* simpliFies (2) to 

X, = NfXf(D,, C,)/N, (5) 

Accessibility is a non-increasing function of 
both crowding and distance. We assume a 
Cobb-Douglas form for X" with 
homogeneity of degree minus one in both 
arguments. This gives 


N *' 

i 


^'1 


■l' 

N 


c, 


D 



1 


L 


Urban bias should not be measured simp¬ 
ly by amounts purchased or even by implicit 
subsidies. Accessibility of ration shops also 
matters, as this will influence the cost of ob¬ 
taining a subsidy. A necessary condition for 
aeration shop being accessible to an in¬ 
dividual is that he or she has a ration card. 
But this is not a sufficient condition for ac¬ 
cessibility, which should rather be'seen as 
depending on at least two important addi¬ 
tional factors, namely, crowding and 
distance: The larger the number of people 
that a ration shop serves the greater will be 
the crowding and the longer are likely to be 
the queues to get the ration supplies. Similar¬ 
ly the fewer the shops per given area of land 
the further on average an individual is likely 
to travel to reach the shop.*^ With these con¬ 
siderations in mind, we propose the follow¬ 
ing definition of individual accessibility: 

X,j = 0 if no ration card 
= XjJ if ration card 
with 

K = c.,) (1) 

where X refers to accessibility; D is distance; 
C is crowding; superscript R denotes posses¬ 
sion of ration card; subiicripts i and j refer 
to individual i in stale j. 

The average accessibility in state j is 
X, = (I ^ X,j)/N^ = (I _ X«)/N, (2) 

where N| is population in state j. 

Since we do not have information on in¬ 


Substituting (3) and (4) into (6) gives average 
accessibility in slate j as 

X, = (Nj'/Nj)(R/N|')*(R/A/ ’,0 o I 

= (R/NjXNVA/-" (7) 

This formula can be easily interpreted as 
regards R and N. Average accessibility in¬ 
creases with number of ration shops (which 
reduces both distance and crowding) and 
decreases with population. Accessibility in¬ 
creases with coverage except to the extent 
(measured by o) one is concerned with 
crowding; and accessibility decreases with 
area to the extent (measured by 1-a) one 
is concerned with distance. The choice of a 
remains with the observer who must judge 
how important crowding and distance are in 
reducing accessibility. 

Ws define X* over rural, urban or com¬ 
bined sectors to analyze; respectively, rural, 
urban or combined accessibility. The data 
used to measure accessibility is presented in 
Ihble 6. It relates to 1978 which is the only 
such data to our knowledge with a 
breakdown available for rural and urban 
areas separately. In Ihble 7 we present the 
ratio of rural to urban accessibility of ra¬ 
tion shops. From this table, in none of the 
26 states and union territories considered in¬ 
cluding Kerala, are rural areas served better 
than their urban counterparts for a = .25. 
However, this urban bias fidls as a rises from 
.25 to .75. At a » .75, rural bias is evident 
in Chandigarh, Punjab and Thmil Nadu. 
This trend of urban accessibility decreasing 


relative to rural as a rises is nplkable by an 
examination of the data in Ihble 6. Both the 
proportion of rationed population and the 
population covered per ration shop are 
roughly the same in both rund and urban 
areas. But average distance to a ration shop 
is, not surprisingly, far greater in rural than 
in urban areas. Thus, the lower the «is, the 
less weight distance is given, and the greater 
is urban compared to rural accessibility. 

Again, caution must be urged in relation 
to the data. First, the measure of distance 
used may not be a fair Indicator of ac¬ 
cessibility. Rural dwellers are not'uniform¬ 
ly spread out over the countryside. Moreover, 
one will always have rural dwellers living on 
average further away from shops than urban 
dwdlers, and one should not ecpect the PDS 
to be any different in this regsird.^ Second, 
the high coverage rates in the countryside are 
surprising, and would seem to contradict the 
impressionistic evidence of observers. It is 
interesting to note that the revamped PDS 
launched on January I, 1992 is meant to 
cover 1700 ‘blocks’ all over the country with 
its special feature being the inclusion of 
desert and drought-prone areas. Such a drive 
to widen the scope of operation of the PDS 
in rural areas would hardly be required if 


Tabi E 2 PDS Pek Capita Supply and 
Consumption or ^■oolXlRAlNS 1986-87 
(KGs/Ylar) 


State 

Supply 

Consump¬ 

tion 

Andhra Pradesh 

22.84 

29.30 

Assam 

30.53 

7.20 

Bihar 

648 

1.08 

Gujarat 

24.45 

12.39 

Haryana 

6.18 

0.32 

Himachal Pradesh 

14.58 

24.95 

Jammu and Kashmir 

34.63 

32.48 

Karnataka 

19.85 

14.75 

Kerala 

60.20 

46.65 

Madhya Pradesh 

7.39 

4.17 

Maharashtra 

22.38 

13.83 

Orissa 

7.09 

1.06 

Punjab 

4.71 

0.28 

Rajasthan 

17.42 

9.36 

Ihmil [<iadu 

25.35 

14.85 

TVipura 

58.96 

35.17 

Uttar Pradesh 

2.92 

2.26 

West Bengal 

26.06 

17.44 

All-India 

18.12 

11.86 


Sources: For consumpuon data, see text. Supply 
data IS taken from Table U, pp 64-77, 
Bulletin on Food Slaiulics I987-B9 (BFS), 
Ministry of Agriculture, GOI. 'Ibtal Public 
Distribution (both from Central and State 
Governments)’ figures from this ubie were 
corrected for the amounts going to other 
welfare schemes such as NREP (National 
Rural Employment Programme), RLEGP 
(Rural Latsour Employment Guarantee Pro¬ 
gramme) and other EGS (Employment 
Guarantee Schemes). Data on the latter 
supply is taken from Ihble 11.6 of BFS. The 
final figures for 1986-87 are obuined as the 
unweighted average of the 1986 and 1987 
figures. 
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oinmwe locb were in liM w high as Ikble 6 
suggests. 

UI 

Note <Hi Meunres of Bim 

1b choose a measure; one needs to have 
a clear idea of the concept one is trying to 
measure. The definition we put forward at 
the start of our paper seems to us to for¬ 
malise simply and dearly what the person 
in the street might mean by saying that the 
PDS is urban biased. For ease of reference 
we repeat that definition here: The PDS wiU 
be said to be urban-biased in respect of a 
given variable, if it is found that, in relation 
to that variable; the average urban dweller 
gains more from the PDS than the average 
rural dweller’. Note two things. First the idea 
of ‘gain’ is central to the definition. Second, 
straightaway this derinition gives us the 
answer as to what the denominator of any 
acceptable measure of bias should be. 
Population totals are the only acceptable 
denominator, as only their use will allow us 
to capture the position of the average (rural 
or urban) dweller. The centrality of the idea 
of gain is echoed in Dev and Surya- 
narayana’s [199 lb) (DS in short) statement 
that bias ‘refers to the tendency to favour 
certain sectors as against other(s) in polides 
with respect to PDS supplies’ (p 2159). 
However, DS use measures with denomina¬ 
tors other than total population. As a con¬ 
sequence, they reach a conclusion—that 
there is a rural-bias—which is diametrical¬ 
ly opposite to ours. In this section, we de¬ 
fend our choice of measures of bias against 
those of DS." 

They define, in total four different criteria 
for measuring urban bias. Their first 
measure, say ml, is defined as the rural 


Notes: Dot indicates unavailability of data. 


sector’s share in total PDS purchase. As DS 
themselves admit, this measure is clearly un- 
satisfsctoiy. (Quantities consumed have to be 
seen in relation to the sue of the consum¬ 
ing population. DS’s third measure, say m3, 
defined as per capita PDS quantity purchas¬ 
ed, does take population into accoum. As 
w show in section 11(2), and DS’s Ihble 2 
indicates, a clear urban bias emerges when 
this measure is used. However, DS argue that 
this measure is also defective for reasons we 
discuss below, and base their conclusion, 
that there is no urban bias, on two further 
measures. 

In these two measures (let us call them m2 
and m4 respectively), DS argue for total PDS 
quantities purchased, as their favoured 
choice of numerator, and for either total 
quantities purchased (from PDS and the 
private market) or total market (PDS or 
private) users as denominator. Their choice 
of denominators can easily be shown to be 
misleading. The choice of total purchases is 
obviously unsatisfactory. Consider a socie¬ 
ty which has a rural sector so poor that it 
can only afford to purchase through that 
society’s PDS, meagre as its supplies to the 
rural sector are. Then no matter how much 
more the urban sector consumes from the 
PDS than the rural sector, as tong as the 
former consumes to any extent at all from 
the private market, the measure m2 will 
always find the PDS to be rural-biased. 

The unsatisfactory nature of the choice 
of total market dependents as denominator 
in m4, can also be illustrated by the above 
example. Say that the government of the 
society described above closes down all rural 
PDS shops, forcing all rural-dwellers into a 
subsistence existence. Despite this being an 
extreme case of urban bias. DS’s choice of 
denominator causes their measure of urban 


bias to be undefined (as the rural 
denominator would go to aero)! 

It is not surprising that DS’s choice of 
denominators do not provkie suitable 
measures of urban or rural bias, that is a 
measure of urban versus rural gain. Using 
total purchases as denominator gives a 
measure of rural versus urban dependence 
on the PDS, rather than rural versus urban 
gain, while using total market users as 
denominator gives a measure of urban- 
market-users versus rural-market-users gain, 
not rural versus urban gain. 

DS defend their choice of market-usen as 
denominator by their own hypothetical ex¬ 
ample To quote: 

‘Suppose all the rural residents are net sup¬ 
pliers of foodgrains. In such a context, tb^ 
do not need any PDS support and even if the 
entire PDS goes to the urban sector, it can¬ 
not be called urban bias. For, a policy-maker 
in an attempt to maximise social wdfaic; has 
to make budgetary allocatkm with due regaid 
to the principles of equity and justice^ 
(p 2358). 

This passage, as a defence for the use of 
market-users as denominator contains two 
arguments, both of which we dispute. The 
first is that those in the rural or url^ sector 
who "do not need any PDS support” should 
be excluded from the denomiiutor when 
computing a measure of sectoral gain. The 
first question to be asked is: ‘What is meant 
by ‘need’?’ A good economist’s definition 
would be that someone has no need for 
something if (s)he would not gain from hav¬ 
ing it. So we can reinterpret the argument 
as saying those who would not gain from 
the PDS should be excluded from the 
denominator. Let us then accept for the sake 
of argument that those who are net suppliers 
would gain nothing from ‘PDS support’. 
Should they then be excluded from the 
denominator? Most certainly not, or we are 
led to the sort of absurdities illustrated by 
our earlier example In fact, this is an issue 
for the choice of numerator. If we accept 
DS’s argument that net suppliers do not gain 
from the PDS. the PDS quantities they con¬ 
sume, if any, should be given a weight of zero 
when calculating the numerator.* 

Their second argument in the above 
passage is not as clear. But it would seem 
to be that a policy which maximises social 


TaBI C PERCENIAOr-CONTRIBunONOr Sn F-PR0DU<■fDCONSlIMt’TION iuTwtal Consumpikin, 

All-India, 1986-87 



Rice 

Wheat 

Jowar 

Bajta 

Pulses 

Edible 

Sugar 







Oils 


Urban (quantity) 

27.5 

45.4 

37.3 

45.7 




Urban (value) 

28.2 

48.8 

36.4 

44.0 

43.1 

25.6 

27.2 

Rural (quantity) 

48.0 

62.7 

50.9 

48.5 




Rural (value) 

47.4 

61.9 

50.1 

47.4 

50.4 

17.9 

2.2 


Tabi t 4: Per Capita Monthly Subsidies (in Rs) Calculated Using Nationwide Unit Prices, 1986-87 



Rice 

Wheat 

Bajia 

Jowar 

Other 

Cereals 

Pulses 

Edible 

Oil 

Sugar 

Coal 

Kerosene 

Standard 

Cloth 

Ibtal 

q' 

.620 

.225 

.003 

•Oil 

AII-lndiB Rural 

.016 .002 

.031 

.467 

.008 

.265 

.066 


p 

3.447 

2.205 

2.058 

1.887 

2.334 

6.653 

20.845 

6.510 

.708 

3.033 

9.293 


P' 

2.423 

1.979 

2.218 

1.692 

1.894 

6.017 

12.120 

4.875 

.655 

2.SII 

4.027 


q' (P-P'l 

.63$ 

.051 

.000 

.002 

.007 

.001 

.274 

.764 

.000 

.138 

.348 

2.220 

q' 

.735 

.510 

.001 

.004 

All-India IJrlran 

.007 003 

.064 

.365 

.102 

.636 

.030 


P 

3.934 

2.412 

2.181 

2.276 

2.959 

7.237 

21.418 

6,437 

.78$ 

2.870 

12.620 


P' 

2.621 

2.122 

2.451 

1.997 

2.298 

5.813 

12.541 

4.375 

.574 

2.362 

5.222 


q' (p-p') 

.966 

.148 

.000 

.001 

.004 

.004 

.570 

.752 

.021 

.324 

JUI 

3.010 
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wetfare cannot also be an urban-biased 
policy. Certainly in the society they describe 
if it were true that the net suppliers would 
gain nothing from PDS support, it would 
be ridiculous, from the point of view of 
soda! weifare, not to have an urban-biased 
distribution of the PDS. But one can sec, 
merely from the possibility of expressing the 
previous sentence, that whether a policy 
nuuumises social welfare or whether it is 


urban-biased ate two different questions, tb 
be precise, the former is a normative ques¬ 
tion, based on considerations of who should 
gain and lose, while the latter is a positive 
one, based on analysis of who gains and who 
loses. Thus neither of OS’s implicit argu¬ 
ments are valid as justifications for use of 
a denominator other than total population. 

Having settled the question of denomi¬ 
nator. we now move on to the issue of 


mnnetator. In scctkml II, we used POS quam 
tity, total subsidy (PDS quantity times the 
difference betwe^ fiee-market and PDS 
prices), and accessibility of ration shops as 
alternative numerators. We do not argue for 
the superiority of any one of them as they 
all point in the same direction of overall 
urban bias. However, we are surprised by 
DS's rejection of the use of subsidy as 
numerator. The disadvantages of basing 
onc^s measure of bias on quantities alone arc 
clear. Consider a PDS which in rural areas 
set prices equal to those prevailing in the 
market place, but which gave city, dwellers 
a massive discount. Without the use of 
prices, we would not be able to caiMuit the 
great gain accruing to urban vis-a-vis rural 
residents. More generally, it is very hard to 
see how one can measure welfare gains 
without reference to prices, which, in addi¬ 
tion, allow aggregation over disparate goods, 
enable one to summarise of vast amounts of 
information. 

DS put forward two arguments against 
using total subsidy as the numerator. The 
first is that, since free market prices are 
higher in urban areas, a price-based measure 
would have urban bias built into it’ (p 2339). 
But what matters is the relative difference 
between free market and ration prices and 
if this is higher in urban areas, then urban 
dwellers are getting a greater gain from the 
PDS, so this argument holds no water. Their 
second objection is more soundly based. 
They argue that the free market price is itself 


Table S: Per Capita Monthly Subsidies on All Goods Considerfd on Rsi. Calculated 
UsiNC. Statewisf Unit Prices, 1986-87 


Sute 

Rural 

Urban 

Rural/Urban 

Andhra Pradesh 

9 741 

5.555 

1.68 

Assam 

1.287 

1.391 

.93 

Bihar 

.462 

709 

.65 

Gujarat 

4.242 

3.571 

1.19 

Haryana 

1.204 

1.048 

1.15 

Himachal Pradesh 

4.111 

4.213 

.98 

Jammu and Kashmir 

2.506 

6.444 

.39 

Karnataka 

6.0% 

4.334 

1.41 

Kerala 

7.672 

7.345 

1.04 

Madhya Pradesh 

1.383 

1.721 

.80 

Maharashtra 

2.2% 

3.588 

.64 

Orissa 

.441 

1.224 

.36 

Punjab 

1.283 

2.327 

.55 

Rajasthan 

1.337 

.802 

1.67 

Ihmil Nadu 

2.777 

4.361 

.64 

IVipura 

5.666 

5.503 

1.03 

Uttar Pradesh 

.355 

I 480 

.24 

West Bengal 

2.191 

5.040 

.43 

All India* 

2.538 

3.233 

.79 


Note: * The all-India figures are population-weighted averages of the state figures. 


Table 6: Data Rei atino to Accessibility of Indian Public Distribution System (PDS), 1978 


State 


Proportion of Population 
Covered* 

Population Covered Per 
Ration Shop* 

Square Kms Per Ration 
Shop** 

Total 

Urban 

Rural 

Total 

Urban 

Rural 

Total 

Urban 

Rural 

Andaman and Nicobar Islands 


1.00 

1.00 

1.00 

1099 

1591 

942 

45.33 

.32 

59.68 

Andhra Pradesh 


.86 

.76 

.89 

1%4 

1983 

1959 

12.40 

.95 

15.10 

Assam 


.89 

1.00 

.87 

1252 

1261 

1251 

6.03 

.38 

6.84 

Bihar 


.95 

1.00 

.94 

2332 

1620 

2510 

6.40 

.59 

7.85 

Chandigarh 


.97 

.97 

1.00 

2624 

3009 

1071 

.82 

.60 

1.70 

Delhi 


.95 

.95 

1.00 

2507 

2547 

2262 

.68 

.32 

2.91 

Goa, Daman and Diu 


.% 

.87 

1.00 

2621 

3000 

2508 

9.64 

2.13 

11.87 

Gujarat 


.99 

1.00 

.98 

3646 

4491 

3329 

21.87 

1.95 

29.36 

Haryana 


.97 

.86 

1.00 

2768 

2310 

2889 

10.15 

.84 

12.62 

Himachal Pradesh 


.94 

.87 

.94 

1417 

1368 

1420 

21.00 

1.13 

22.54 

Jammu and Kashmir 


.74 

1.00 

.66 

3590 

4887 

3208 

86.19 

2.19 

110.99 

Karnataka 


.85 

.75 

.89 

2080 

M05 

2106 

13.61 

1.03 

17.86 

Kerala 


.94 

.68 

1.00 

1917 

1602 

1975 

3.28 

.97 

3.71 

Madhya Pradesh 


.90 

1.00 

.88 

2654 

2708 

2640 

26.74 

1.41 

33.47 

Maharashtra 


.95 

1.00 

.91 

2254 

3748 

1741 

11.26 

.84 

14.83 

Manipur 


.95 

.76 

1.00 

3103 

2442 

3266 

51.21 

1.73 

63.40 

Meghalaya 


1.00 

1.00 

1.00 

1087 

1271 

1041 

15.29 

.41 

18.98 

Mizoram 


.93 

1.00 

.90 

1338 

1528 

1281 

66.46 

4.36 

84.94 

Orissa 


.72 

.92 

.70 

1772 

811 

2179 

15.29 

.76 

21.44 

PoadkheiTy 


1.00 

1.00 

1.00 

3466 

3452 

3478 

2.80 

1.17 

4.28 

Punjab 


1.00 

1.00 

1.00 

1419 

2590 

1224 

4.22 

.71 

4.81 

Rnjasthan 


.91 

.82 

.94 

3108 

2965 

3142 

37.11 

258 

45.09 

Ih^ Nadu 


.97 

1.00 

.% 

4837 

8632 

3769 

12.80 

262 

15.66 

IHpun 


.91 

1.00 

.90 

2752 

3537 

2640 

15.99 

.68 

18.18 

Uttar Pradesh 


1.00 

.99 

1.00 

4204 

2871 . 

4630 

11.86 

.76 

15.41 

'Nest Bengal 


.% 

1.00 

.94 

2906 

3114 

a2i 

4.96 

.51 

6.79 

All-India 


.92 

.91 

.93 

2582 

2829 

2499 

1295 

1.03 

16.16 


Notes: * Source is Dagli Committee Report (GDI, 1979). 

** Calculated area in sq km and numiKr of ration shops from OOl (1979). 
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determined by the PDS and that this effect 
should be considered in a price-based 
measure of gain, not ignored, as happens 
with tile use of actual free market prices, lb 
respond to this valid point, one must ask 
what the alternative situation is with which 
we are comparing the status quo. 1Vo 
possibilities suggest themselves. If it is the 
abolition of the PDS, then indeed the price 
effects should be considered. Even in this 
case, however, one could argue that to 
assume away the price effects was less of a 
crime ihap to define gain without any 
reference to price at ail. If, however, a.s seems 
more realistic, one is considering an alter¬ 
native of redistribution within the PDS, 
keeping PDS supplies constant, then the 
assumption of fixed fiee-market prices is the 
correct one (at least assuming away demand- 
side effects which are surely of the second- 
order). Strictly speaking, our results should 
be interpreted in this context, that is in rela¬ 
tion to bias of distribution within the PDS. 

Finally, we note that even if DS’s two 
measures are used, it is not clear that their 
conclusion of an overall rural bias follows. 
For example, the measure using total market 
users as denominator—which DS seem to 
give greatest weight to in reaching their 
conclusions—shows, at the all-India level, 
higher urban 'per market users’ PDS quan¬ 
tities consumed for both—all foodgrains 
and all commodities consumed. Similarly, 
if one converts the subsidies calculated in 
our paper from per capita to ‘per market 
user’ subsidies, one still finds an urban bias 
of I.I8 Using the relative dependence 
measure, the only important commodities 
displaying rural 'bias' are sugar and cloth. 
Against this, wheat, edible oils and kerosene 
display an urban bias. 

IV 

'ConclufiioriK 

Three measures of urban bias were used 
in this paper, all in an attempt to answer the 
question “Does the average urban dweller 
gam more from the PDS than the average 
rural dweller?” 

The first measure ol quaniities consum¬ 
ed served mainly to raise questions about the 
data. Supply data from 1978 show a massive 
urban bias across all states and union tci- 
ritories. Consumption data from 1986-87 
showed a mixed picture though with an 
urban bias on average. Recorded rationed 
consumption for 1986-87 is only two/lhirds 
of recorded ration supply lor the same 
period. This suggests large leakages Ironi ihc 
PDS, with corresponding under reporting in 
the consumption data 

The second measure of bias presented is 
the most important. As Parikh and Siirya- 
narayana (1989) note, the •economic value’ 
of the PDS depends on the dilference bet¬ 
ween the market and ration puces as well 
as on quantities consumed. Until now, such 
data has simply been unavailable on a state- 
wise basis. Calculating the subsidies con¬ 
firmed the presence of an overall urban bias. 


with an urban-rural per capita subsidy ratio 
as high as 1.36. This bias is due not only to 
the greater per capita levels of PDS con¬ 
sumption in urban areas, but also to the 
greater, on average, element of subsidy in 
PDS urban compared to rural prices, at least 
at the all-India level. 

The final measure of bias, that of ac¬ 
cessibility of ration shops, suggested that 
rural dwellers are disadvantaged relative to 
their urban counterparts only to the extent 
that shops are on average more distant. 
Crowding and coverage are of similar 
magnitude in both urban and rural areas. 
However, the accuracy of the coverage data 
and the relevance of the distance data can 
both be questioned. 

All three measures were also used to ex¬ 
amine inter-state variations in the level of 
urban bias. One way of summarising the 
results IS presented in Ibble 8. Owing to the 
almost universal finding of urban bias in 
relation to accessibility, the table focuses on 
the first two measures of bias. If both of 
the.se measures (consumption, reported in 
Table I, and subsidy value, reported in 
labic S) show an urban (or rural or no) bias, 
the slate is said to have an overall urban (or 
rural or no) bias. 

Ikblc 8 shows an overall urban bias is pre¬ 
sent in half of the 18 states, namely, Assam, 
Bihar, Jammu and Kashmir, Madhya 
Pradesh, Maharashtra, Orissa, Punjab, 
Uttar Pradesh and West Bengal. Three 
states—Andhra Pradesh, Gujarat, and 
Rajasthan—show a rural bias The other six 
show mixed results Of these, three slates of 
Himachal Pradesh, Kerala and Iripura show 
a rural bias with respect to quantities coii- 


TABLfc 8: Summary MfASUReot Overall Bias, 
1986-87 


Stale 

Bias 

Andhra Pradesh 

Rural 

Assam 

Urban 

Bihar 

Urban 

Gujarat 

Rural 

Haryana 

Urban-Rural 

Himachal Pradesh 

Rural-Nonc 

Jammu and Kashmir 

Urban 

Karnataka 

Urban-Rural 

Kerala 

Rural-Nonc 

Madhya Pradesh 

Urban 

Maharashtra 

Urban. 

Orissa 

Urban 

Punjab 

Urban* 

Rajasthan 

Rural 

Tamil Nadu 

Rural-Urban* 

Tripura 

Rural-Nonc 

Uttar Pradesh 

Urban 

West Bengal 

Urban 

All-India 

Urban 


Notes: If the two measures first considered 
(consumption, reported in Table I, and sub¬ 
sidy value, reported in Ikble S) both show 
urban (rural or no) bias, we say thal the 
stale has an overall urban (rural or no) bias. 
If there is disagreement between the first 
two measures, the .results from each (first 
consumption, then Ihc value of subsidy) arc 
presented An asterisk indicates rural bias 
in relation to accessibilily with a - .75 (see 
fable 7) No asterisk indicates urban bias 
III relation to accessibility Note that all 
states show urban bias with relation to ac¬ 
cessibility for o - .5 or .25. As explained 
earlier in the paper, a slate is said lo exhibit 
no bias in relation lo a particular measure 
if the value of its rural-urban ratio is bet¬ 
ween .95 and 1.05 


Vabii 7. Kaiiooi Rurai U) Urban Act lssibility or Ration Shops, (1978) 


Slate 

o-O 25 

O--0.50 

0=0.75 

Andaman and Nicobar 




Islands 

02 5 

95 

401 

Andhra Pradesh 

147 

.296 

5% 

Assam 

1(H) 

.206 

.424 

Bihar 

121 

.207 

.353 

Chandigarh 

NN 

1.031 

1 719 

Delhi 

207 

370 

.662 

Goa, Daman and Dm 

Ul 

.532 

.857 

Gujarat 

138 

292 

.626 

Haryana 

.144 

268 

.502 

Himachal Pradesh 

lit 

236 

.496 

Jammu and Kashmir 

.040 

115 

.343 

Karnataka 

1.38 

.278 

559 

Kerala 

.510 

.676 

.901 

Madhya Pradesh 

083 

.183 

.404 

Maharashtra 

.129 

.319 

.791 

Manipur 

.082 

.190 

.430 

Meghalaya 

059 

.162 

.445 

Mizoram 

.100 

.221 

.488 

Orissa 

.048 

.087 

.157 

Pondicherry 

.377 

.521 

.723 

Punjab 

.287 

.559 

1.089 

Rajasthan 

.1.31 

.269 

.542 

Tamil Nadu 

.308 

.600 

1.136 

Tripuni 

.082 

.202 

.492 

Uttar Pradesh 

.093 

.176 

.332 

West Bengal 

.138 

.270 

.528 

All-India 

.133 

.275 

.563 
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sumed, but no bias with respect to subsidies. 
Dimil Nadu has a rural bias for quantities, 
and an urban one for subsidies. Haryana 
and Karnataka move in the opposite direc¬ 
tion with an urban bias with respect to quan¬ 
tities but a rural one with respect to sub¬ 
sidies." This categorisation—into urban- 
biased, rural-biased and mixed—is overturn¬ 
ed by consideration of accessibility only in 
the case of Punjab (and only for a = .75), 
which would have to be shifted from the 
urban- biased to the mixed category. 

What emerges then, against a background 
of overall urban bias, is a picture of con¬ 
siderable inter-state variation. By no means 
does Kerala appear as an outlier. Tb refer 
back to the quotation from p 2 above, Drezc 
and Sen (I9M] are correct that the PDS in 
Kerala ‘provides significant support to the 
rural population’. For instance, the rural sub¬ 
sidy in Kerala is larger than in any other state 
except Andhra Pradesh. But those authors 
are wrong to assert that “Kerala is the only 
Indian state in which the public distribution 
of food goes well beyond the limits of urban 
areas”. Certainly Kerala does not appear 
from our study to have an overall urban bias, 
but nor is it one of those three states which 
display a significant rural bias. It is perhaps 
not surprising that Andhra Pradesh and 
Gujarat should emerge with a rural-biased 
PDS, as these states have made extensive 
efforts to target the subsidies to the poor [see 
Jha, 1992 and GOi, 1991, p 291]. But 
Rajasthan is more of a surprise as it is 
generally not perceived to be pursuing pro¬ 
gressive, well-directed policies.'^ 

The most serious limitation of this 
research concerns the problems with the data 
highlighted in Section 11(1). In our opinion 
these problems do not necessarily invalidate 
the finding that there is an overall urban bias 
because, as indicated, they suggest that the 
data will underestimate the bias. Nor do they 
invalidate our state-wise finding.s, as there 
is no particular reason to think the under¬ 
reporting is very much more serious in some 
states than in others. But the problems are 
serious enough to require that our conclu¬ 
sions be regarded as tentative only. 
Moreover, they prevent any verdict being 
made as to the size of the urban bias (other 
than a lower bound) or its trend over time 
In addition to the data problems, we would 
highlight the methodological limitation of 
making no allowance for quality differences 
between rationed and free market goods, 
even though the significance of this may well 
vary between rural and urban areas. Other 
problems known to be associated with 
equating unit values with prices are likewise 
ignored [see Deaton, 1989). 

Finally, one is entitled to ask what are the 
welfare implications of a finding of urban 
bias." Here one must be cautious, for two 
reasons. Firstly, the PDS is only one element 
of policy which affects rural m-a-m urban 
dwellers. For instance, it may be argued that, 
as rural consumers are also likely to be pro¬ 
ducers of agricultural commodities, provi¬ 
sion of subsidised foodgrains for rural 


dwellen may not be called for. Other policy 
tools—such as employment schemes—may 
be more appropriate for assisting the rural 
poor. Second, the limiutions of the data set 
prevent an explicit welfare analysis from 
being carried out. One would expect an 
urban-bias in the PDS to be welfare- 
damaging, as urban dwellers are on average 
better off than rural dwellers. However, to 
study this question properly one would need 
to exsunine the distribution of PDS con¬ 
sumption within the urban and rural sectors 
of the population.'^ 

Appendix 
Cleaning Data Set 

The data published in SI [GOI, 1990] suf¬ 
fers from a number of errors which are cor¬ 
rected in what follows. No claim is made to 
being comprehensive. While errors were 
found in both the rural and the urban data 
sets, the ertors in the rural data set were in 
general more significant. The importance of 
correcting the errors can be seen from their 
influence on calculated subsidy levels. For 
example, if no correction is made to the all- 
India rural sugar data, the ratio of the 
overall rural to urban per capita subsidy 
comes out at .863. Using corrected data the 
ratio falls to .738. 

The errors were discovered using two 
methods. Firstly, for some commodities 
(rice, wheat, edible oils and sugar) SI reports 
unit ration prices (S prices) in addition to 
the total purchase quantities, tdtal purcha.se 
values and ratios of these flowing from ra¬ 
tion purchases (i e, Q, V, a and b). VJe follow¬ 
ed the general principle of assuming these 
prices were correct, and so changing the 
main body of data when it failed to give the 
S prices. This assumption was made because 
the unit values never seemed ridiculous, 
whereas the calculated ration prices often 
did, because some calculations for com¬ 
modities without S prices resulted in 
unbelievable free market prices or per capita 
quantities or purchase values, and bccau.se 
where there was conflict an obvious solution 
could often be found by changing the main 
body of data. Due to time constraints, ad¬ 
justments were only made when the dif¬ 
ference between the S price and the 
calculated price was greater than one. The 
exception to this was sugar for all-India, 
rural, due to the importance both of the 
commodity and of getting the all-India 
results right. 

'Obvious' solutions were pursued wherever 
possible. Where given values could be rear¬ 
ranged or have one digit added to them to 
get the right answer, it was assumed that a 
simple typographical error had been made, 
and we corrected accordingly. This was not 
always possible. There were also cases where 
the S prices and the calculated prices did not 
coincide but where the calculated prices 
would not have been considered ridiculous. 
This suggests a number of other errors re¬ 
main in the data, which means that results 
must be regarded as tentative only. 


RURAL Data 

1) Kerosene: Uttar Pradesh and All-Indio 

This was one of the two most serious pro¬ 
blems, given the importance of kerosene in 
the PDS. The figures given in SI resulted in 
a negative subsidy in kerosene for both UP 
and All- India and in fact a negative overall 
subsidy for UP! While the rationed prices 
seemed plausible (2.69 for UP, 2.52 for In¬ 
dia. both around the average from other 
states), the unrationed prices were too low 
(.65 for UP, 1.35 for India, both well below 
the average of about 3). In addition the im¬ 
plied per capita consumption of keroseiK in 
UP was more than five times as much as 
anywhere else in India. Finally, a was t(x> 
low for UP given the values of this variable 
for income groups within UP. This combina¬ 
tion led to the assumption that b and V were 
measured correctly for UP, and a and Q in¬ 
correctly. No immediate corrections sug¬ 
gested themselves. We thus assumed UP’s 
market and ration prices p and p' were 
equal to the unweighted averages of the 
respective variables in the other states (so 
p=3.03 and p' =2.51). Using this, and given 
V and b, estimates Of Q and a could be ob¬ 
tained (Q was changed from 328114 to 88892 
and a from .08 to 28.57). This gave, by 
definition, plausible values of p and p’, as 
well as a reduced per capita consumption, 
and a higher, though still plausible offtake 
from the ration shops. 

This still left India to deal with. We made 
similar assumptions for India as for UP. All- 
India prices were taken to be the weighted 
average of state prices (where the weights 
were total consumption) resulting in p = 3.l 
and p' = 2.53. Assuming correct b and V, 
this enabled Q and a to be calculated. Q 
changed from 587981 to 3477670 and a from 
11.04 to 44.01. 

2) Sugar: All-India 

This was the other very serious problem. 
The S price was 4.87, the calculated ration 
price 4.06. The former could be obtained by 
changing b from 45.15 to 54.15 

3) Coat: H'est Bengal 

A problem of similar order of insolvab'li- 
ly to (I), but of less importance, was raised 
by the reported Q for coal in West Bengal. 
According to S2. more than half of India's 
coal is consumed in WB, at a per capita level 
four times as high as anywhere else. Our 
suspicion that this was a mistake was con¬ 
firmed by the fact that the sum of states' 
consumption exceeded the total consump¬ 
tion by a factor of 1.22. Again no simple er¬ 
ror could be found, so it was decided to 
bring down WB's aggregate consumption 
until the sum of states’ consumption was 
equal to the total. This reduced per capita 
consumption in WB from 1.28 to .85, still 
much higher than anywhere else: Then to en¬ 
sure consistency in the data set we adjusted 
downwauds V for India, so that the ratio of 
the sum of states’ V to India’s V was also 
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I (instead of 1.01). Unfortunately, this pro¬ 
bably introduces another error, but it was 
a simple way to ensure consistency. In addi¬ 
tion, the average subsidy through coal is 
minute (its maximum value is Rs .01 per per¬ 
son per month, in Assam), so this need not 
be a cause for great concern. 

4) Edible Oils: All-lndia 
Inexplicably, V was not given for this 

variable However a.s we had a, b and Q, and 
the S price it could be calculated. It came 
out at the plausible value of 3268058. 

5) Wheal: Punjab 

The price of wheat in Punjab came out 
as one-tenth that of anywhere else and one- 
tenth that of the reported S price Inspec¬ 
tion of its per capita quantity showed it to 
be plausible, a and b were similar in order 
of magnitude, so V was multiplied by 10. 

6) Wheat Assam 

Here the calculated ration price was .75. 
well below the average price of 2. and below 
the S price of I 75. No obviou.s error 
presented As value and quantity per capita 
looked correct, it was decided to adjust a 
from 5.23 to 12.65. 

7) Edible Oil- Assam 

The calculated ration price was .49, 
ridiculously below the all-India price ot 12.12 
and the S price of II 90. An obvious solu¬ 
tion presented in the form of changing V 
from 2966 to 82966. 

8) Sugar. Hi bar 

The calculated ration price was 17.89, 
which can only be considered massively in¬ 
flated given an average price of around 4 and 
a S price ol 4 9. An obvious solution 
presented in changing V from 681524 to 
186524- 

9) Standard Cloth: .Andhra Pradesh and 
Kerala 

Prices were ten times as high as in other 
states and per capita quantities ten times as 
low. As a and b values seemed plausible, 
quantities in both states were multiplied up 
by a factor of 10, from 2801 to 28010 for AP 
and from 375 to 3750 for Kerala. 

10) Edible Oils. Bihar 

The ration price was exceptionally low, at 
5.23 compared td a slates’ average of around 
12 and a S price of 15.23. The dcsi.ed result 
could be obtained by changing the value ol 
a from .15 to .05. 

11) Edible Oils: /(ajasthan 

The ration price was sky-high at 891 05 
compared to a slates’ average ol around 12 
and a S price of 13.17. This could be obtain¬ 
ed by changing b from 8.12 to 12 

Other errors: Not Corrected (see A) 

Urban Daia 

1) Rice: Madhya Pradesh 
The S price was 4.46, the calculated ra 
lion price 2.96. The S price resulted when 


Q svas changed from 177980 to 117980. 

2) Wheal: Punjab 

Punjab’s ration price was ten limes its S 
price. This was corrected for by replacing 
1704.6 17046 as Q. (No other Q's were 

given with decimal places.) 

3) Edible Oils: Bihar 

Bihar’s calculated ration price was 23.68 
well above the S price of 13.16. This latter 
could be obtained by replacing .10 by .18 as 
the value of b. 

4) Edible Oils: Punjab 

The S price was 17.26 which compared 
with an all too low calculated ration price 
of 1.6. The former was obtained by chang¬ 
ing a from 8.82 to .82. 

5) Sugar: Uttar Pradesh 

The S price was 4.67, the calculated ra¬ 
tion price 3.61. The former could be obtain¬ 
ed by changing V from 26392 to 20392. 

6) Standard clotK Tripura 

The data showed Tripura residents to be 
consuming 16 kgs/m of cloth a month, at 
a cost of Rs 100 each, well above the state 
averages of I kg/m and Rs 16. Both Q and 

V were divided by 10 to give more realistic 
figures. Q was changed from 4341 to 434 and 

V from 28537 to 2854. 

Other Errors: Not Corrected (see B) 

All-India Toiai s Compared Wi i h 
Sums of State Totals 

Checks of this type were earned out for 
both urban and rural areas. Once the above 
adjustments had been made, these gave 
satisfactory results. With a single exception, 
the sums came to 90 per cent or above of 
the all-India totals. The exception was V for 
bajra in rural India, where the relevant 
percentage was KX),1. Given the relative 
unimportance of bajra and the small size of 
the discrepancy, no corrective action was 
taken. 


Notes 

(Wfe have benefited from useful discusskmi with 
and comments from M L DantwaJa, Kirti S 
Parikh and P V Srinivasan. We would also like 
to thank the participants at a seminar held at 
IGIDR, Bombay, for their comments. Both 
STICERD (LSE) and IGIDR are thanked for 
tlieir hospitality!. 

1 According to Danfwala (1967). procurement 
prices often act as support prices for, in the 
absence of the procurement system, market 
prices may fall below these support pricet. 
However. Narayana et al (15^1), using a 
computable equilibrium model for India, 
find that Dantwala's conjecture is not borne 
out; food procurement and distribution at 
subsidised prices ‘do not lead to higher 
agricultural prices in the market’ (p 278). 

2 The published data has a number of errors 
which are corrected in the Appendix. 

3 Population estimates for each state in 1987 
were taken from CMIE, Basic Statistics 
Relating to the Indian Economy. Vol 2 
(States) Ihble 1.56-1. The urban and rural 
populations were calculated by extra¬ 
polating to 1987 the 1971 to 1981 growth in 
the urban share of each state. 

4 But even a figure of .697 calls into ques¬ 
tion Dev and Suryanarayana’s (1991a) 
relatively favourable assessment of the PDS 
vis-a-vis the question of urban bias. 

5 Note the figures in Ikbles 2 and 4 cannot 
be directly compared, as Hibie 2 refers only 
to foodgrain. If one aggregates only over 
foodgrains in Table 4, one finds a subsidy 
urban bias of 61 per cent compared to a 
quantity bias of 43 per cent. 

6 One might also think of situations where, 
for a given area of land and given number 
of shops, the greater the population the less 
(more) the average distance to a shop will 
become. The average distance to the shop 
will go down if the average distaiKC travelled 
by the new crop of population is lets than 
the previous average. However, if we assume 


Good 

State 


S price 


calculated p' 

Wheat 

Andhra Pradesh 
lamil Nadu 

2.27 

2.15 

2.33 

2.18 

Rice 

Andhra Pradesh 
Himachal Pradesh 

6 3 

3.22 

5.45 

2.55 


Maharashtra 

Kerala 

15.26 

2.90 

15.56 

2.98 


B 


Gooo 

State 


S price 

calculated p' 


Sugai 

Assam 

4.39 


4.40 



Punjab 

4.72 


4.69 



Tfipura 

4.88 


4.85 


Oil 

West Bengal 


11.37 


11.09 


Kerala 

12.51 


12.69 



Karnataka 


15.31 


15.22 


Gujarat 

11.79 


11.7 


Wheal 

Karnataka 


2.02 


2.0 


Orissa 


2.22 


2.23 

Rice 

Bihar 


2.38 


2.67 



a uniform disiribulion this will not be the 
case As atomistic individuals are random¬ 
ly ‘dropped’ into the state, the expected 
distance between an individual and a shop 
will remain unchanged. 

7 The question of where to locale ration shops 
has been analysed theoretically (Besley and 
Kanhur 1988) and empincally (World Bank 

1986) 

8 More sophisticated measures than either 
OS’s or ours, for example which look into 
account gains from the reduction of risk on 
account, ol relying on free-markel alone, 
could no doubt be propounded, but it is 
unlikely that they would reverse the conclu¬ 
sions arrived at in the main body ol our 
paper 

9 Note more generally that market dependen¬ 
cy IS not necessarily a good proxy for need 
Many of those who buy may not need the 
PDS quantities, and many of the those who 
need may not be buying particular com¬ 
modities In particular, in the non-buying 
category we would expect to find the most 
severely cash and credit constrained sectors 
of the society 

10 In a television programme on the I’DS, 
shown on January 13 1992, the prime 
minister talked about leakages which lake 
place when vans carrying goods for the ra¬ 
tion shops do not reach their destination 
The recent move to make state governments 
responsible for ‘door-dclivcry’ to each ra¬ 
tion shop IS expected to counter such 
tendencies. 

11 Discrepancies between the first two 
measures can arise for two reasons hirsl- 
ly. the quantity measure only lakes into ac 
count consumption of loodgrains whereas 
the subsidy measure incorporates consump¬ 
tion ol oil, sugar, coal, kerosene and stan¬ 
dard cloth as well Secondly, the first 
measure, unlike the second, takes no ac 
count of variation in prices. Note that ol 
the SIX stales which record mixed results, 
four move in the direction ol urban bias 
when we consider subsidies rather than 
quantities This is consistent with the 
general tendency, noted in the text, for the 
per unit subsidy to be larger in urban areas 

12 If we interpret Urc/c and Sen’s claim 
generously, we can sec them as claiming that 
Kerala is the only stale of which it is true 
both that there is no urban bias and that 
the rural support from the PDS is signifi¬ 
cant But even this strut inlcrprclaiion is 
not correct From Table il this derinition 
were to be used, Andhra Pradesh. 
Karnataka and Iripura would have to be in¬ 
cluded alongside Kerala All these slates 
follow extensive well-targeted programmes, 
especially in rural areas See, eg, tiOl (1991, 
p 291-92) 

13 For suggestions for imptos'emeni of implicit 
targeting, see Jha (1992) 

14 Such analysis is possible il the two data 
sources, SI and S2, are combined We have 
attempted this analysis, using the 
methodology presented in Jha (1992). and 
have indeed found that the overall urban 
bias IS welfare-damaging Although the 
urban poor have beltci access to the PDS 
than the rural poor, the standard of living 
IS that much lower in riiial areas that a 


redistribution of PDS supplies from urban 
to rural areas would be welfare-improving 
Due to the discrepancies between SI and S2, 
as suggested by Tkblc 3. these results are not 
presented 
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DISCUSSION 


On ‘Modernity and Its Victims’ 

Rahul 


RAVI SUNDARAM in the fbotnote to his 
review of Zygmant Bauman’s Modernity and 
the Holocaust {EPW, February 29] tries to 
define modernity by listing the various 
aspects of this concept. Though he does refer 
to the accumulation of capital as a factor, 
nevertheless, from the fact that he lists them 
in greater detail it is obvious that he gives 
more importance to the social-cultural ef¬ 
fects of this basic economic process. Both 
Bauman and Sundaram by over-emphasising 
the superstructure over the base seek the 
roots of genocidai tendencies in social- 
cultural factors and tend to ignore the 
economic causes of such tragedies. It is 
necessary to fill out and in some cases cor¬ 
rect their analyses by reference to the 
economic compulsions that lead to such 
human disasters. 

The initial accumulation of capital through 
plunder by European adventurer-traders and 
the subsequent increasing demand for mar¬ 
kets and cheap raw materials generated by 
the internal logic of capitalist industrialisa¬ 
tion necessitated the colonisation of the rest 
of the world The rise of capitalism has been 
on the basis of the devastation of indigenous 
peoples in the America.s, Africa, and Asia. 
One third of ihe population of Bengal died 
in the famine between 1767 and 1770 due to 
the policies followed by the East India Com¬ 
pany. These genocides arc conveniently ig¬ 
nored by Euro-American scholars. Even in 
the metropolitan countries themselves the 
immiserisation of the masses and the in¬ 
numerable deaths caused as a result of the 
profit maximising drive of capitalists has 
been well documented by both scholars and 
litterateurs. 

Sundaram says “On no occasion in human 
history were so many people murdered in so 
short a time as under fascism and Stalinism!’ 
Yet the two world wars themselves killed 
many more millions not only directly in bat¬ 
tle but through famine and dislocation. As 
Indians we cannot forget that lakhs died in 
the famine of 1942 in Bcnggl. The world 
wars were nothing but virulent manifesta¬ 
tion of inter-capitalist rivalry over markets 
and raw materials especially the crucial new 
raw material—crude oil. 

lb fully understand the holocaust of Jews 
one must delve into the causes of the rise 
of fascism in Germany. At the end of the 
first world war damaging conditions were 
imposed by the victorious powers to curb the 
rising economic power of German capitalism 
which had outstripped Britain and France 
in productivity. This combined with the 
worldwide depression led to a collapse of the 
German economy causing untold hardship 
to the masses as well as a severe contraction 
in industrial activity. There were two 


possibilities for recovery in such circum¬ 
stances. One was the overthrow of the 
capitalist system through a revolution led by 
a party of the masses. The other was a 
reestablishment of national capitalism on the 
tide of a dictatorial mass movement, in 
Germany in the absence of a revolutionary 
party with an adequate mass base the second 
possibility became a reality over a period of 
less than a decade in the 30s. Fascism was 
thus a direct consequence of the anarchic ef¬ 
fects of capitalism lb maintain itself, it had 
to solve the external problem of German 
capitalism of a lack of markets and sources 
of cheap raw materials. Internally to main¬ 
tain the character of a mass movement it had 
to continually feed the fiction of Aryan puri¬ 
ty. So we have the genesis of two genocides. 
Firstly, the second world war ensued against 
the imperial preference of the older capitalist 
powers which were in economic decline. 
Secondly, the Jews who were always a dis¬ 
trusted segment of society were singled out 
for annihilation to maintain the fiction of 
Aryan purity. 1 hus fascism, racism, world 
wars aie all pathological conditions gene¬ 
rated by the ruthless pursuit of profit to the 
exclusion of all other values under capita¬ 
lism. In India Irxlay we see the same pheno¬ 
menon. As the di.scontented ma.sses become 
more and more restive as a consequence of 
uneven development caused by capitalist ex¬ 
pansion there IS an attempt to direct this 
discontent into communal channels and so 
draw attention away from the real issues. The 
Muslim minority is sought to be sacrificed 
to feed the fiction of a ‘Hindu Rashtra’ 

At various limes .Siindaiam has cithci 
quoted Bauman or himself said the follow¬ 
ing: “Bauman’s thesis is that bureaucratic 
culture, in seeing society as an object of ad¬ 
ministration. of “problem solving” of “con¬ 
trol”, is a oulture inherent in the modern con¬ 
dition in capitalism'.' 

“The emergence of a complex division of 
labour under modern capitalism has meant 
that functional specialisation generates a 
necessary remoteness of human agents from 
the end product of their social action!’ 
“While Weber tended to see an elective af¬ 
finity between rationalisation and capita¬ 
lism, it is obvious from his writings that the 
development of an instrumental rationality 
wa.s predicated on the calculation principle 
of the modern capitalist factory' (emphasis 
added 1 

Thus It is clear from Sundaram’s own 
quotes that the social cultural changes that 
constitute modernity were necessiuted by 
the economic logic of capitalism. Yet 
Baumar;, Sundaram, Adorno, Horkheimer 
et al want to persist in mystifying this con¬ 
nection by refusing to recognise that profit 


maximisation under capitalism is the ba^ 
cause of our so-called modernism jUKf all its 
ills. Contrary to what Sundaram thinks 
utilitarianism is not a logical corollary of 
Jacobinism but a necessary social correlate 
of modern capitalism. At the level of econo¬ 
mic theory it was necessary to counter the 
labour theory of value, which as Marx 
showed, led on to a theory of exploitation 
and so the utility theory of vtdue was in¬ 
troduced. At the same time it was necessary 
to provide social respectability to the profit 
maximising and recklessly productive beha¬ 
viour of the capitalist and so utilitarianism 
became the ideology of the day. The modem 
state which so enchuits Bauman and 
Sundaram in it.s alienation from civil society 
and human control first came into being to 
close national borders to give national 
capitalists a protected market to operate in. 
Later after the depression of the 2()s and 30$ 
it developed a social engineering capability 
to curb the anarchic effects of uncontrolled 
capitalism and give it a more stable base by 
taking over rc.sponsibility for maintaining 
the sphere of reproduction of labour power. 
Finally with the advent of advertising and 
media hype to create artificial needs to sus¬ 
tain endlessly expanding markets for the pro¬ 
ducts of a runaway capitalism “the original 
goal of enlightenment the overcoming of 
myth IS completely reversed, and enlighten¬ 
ment itself assumes a mythical character”, 
as Sundaram has put it. 

To reduce Bolshevism to a form of 
Jacobinism is to do gross injustice to the in¬ 
tellectual heritage of lenin. It is customary 
to refer to what Ijenin wrote in tVhat Is To 
Be Done and brand him a Jacobinist. This 
tract was written at a time when the Bolshevik 
party was banned and could undertake only 
underground activity. It is obvious that mass 
democratic practices have to be put aside in 
such circumstances. Yet right up to 1917 there 
was a lively debate within the party as to the 
role of professional revolutionaries, advanc¬ 
ed workers and the working masses the likes 
of which never informed Jacobinism. Then 
in 1917 right at the time of the revolution 
Lenin wrote State and Revolution which is 
the most eloquent prescription of decentra¬ 
lised mass democracy ever written by anyone 

That Bolshevism degenerated into Jacobi¬ 
nism is a tragedy of the post-revolutionary 
history of Russia that has been well resear¬ 
ched by historians both bourgeois and 
Marxist alike. Russia being a backward 
country had only a nascent capitalist sector 
with large areas still under feudal condition. 
The civil war following the revolution led to 
the disintegration of even this nascent 
capitalist sector. Thus the working class base 
of the Bolsheviks dissolved and they had to 
maintain themselves in power through an 
authoritarian stifling of democracy and the 
adoption of mea.sures such as the execution 
of the very sailors of Kronstadt who had 
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«ulicr plajwd luch a crucial role in the vic¬ 
tory of the revolution. On the economic 
' fhont a (lew economic policy had to be in¬ 
troduced bringing back markets and the 
worken councils wmv suppressed to give 
managers a free hand in factories to revive 
production. On the agrarian front land of 
the big landlords was distributed and since 
the party did not have a rural base this 
distribution was unequal giving rise to a big 
peasant kulak class in the countryside. The 
party was infiltrated by bourgeois elements 
and this process intensiHed after Lenin’s 
death in 1924. Finally in 1929 the position 
was that after an internal power struggle the 
state was in the hands of a party bureaucracy 
led by Stalin but its effective reach was 
limited because in the countryside the 
kulaks were inde|>endently trading with the 
west and were a (lower unto themselves. 

The utilitaiiamsm oi Mann was a necessi¬ 
ty forced on him because this was the only 
way in which he could maintain a modern 
state that would withstand the onslaught of 
global caiiitalism. lb modernise and arm the 
soviet state it was necessary to extract huge 
surpluses fiom the agrarian sector and the 
(leople in general to maintain planned 
growth rates u()wards of 20 per cent a year. 
The obstacle to this strategy was the entren¬ 
ched (lower of the kulaks. Thus we have the 
terror of the .10s, the annihilation of the 
kulaks, the forced labour camps and the 
vendetta against the older Bolsheviks in the 
(larty who opiiosed these excesses. Thus 
‘kulak’ and ‘enemy of the people’ were not 
empty demonological terms as Sunderam 
would have us believe but real obstacles to 
the forced rapid modernisation of a back¬ 
ward agrarian economy. The modernisation 
of the US has taken a greater toll in the lives 
of American Indians, African slaves and 
Latin American (leasants but does not strike 
our eyes because of its spread over two cen¬ 
turies and the basic Euro-Americo centrism 
of scholarship in general. 

Whether it is Adorno, Horkheimer, 
Bauman or Sundaram they all tend to sec 
the social and cultural aspects of modernism 
as indetiendent categories unrelated to the 
material base of capitalism from which they 
spring. Thus, Bauman over emphasises the 
imfiortance of the holocaust of Jews which 
is only one among many genocides that have 
taken place and are still taking place due to 
the depredations of modern capitalism. 
Adorno ${>eaks of a new categorical im(iera- 
tive to ensure that nothing similar to Auzch- 
witz hapttens again without a word against 
capitalist accumulation that is at the root of 
such genocides. Sundaram goes one step fur¬ 
ther and compares Stalinism with Hitlerism 
by concocting a false demonology for the 
former. It must be remembered that the 
fascism of Hitler was a capitalist mass move¬ 
ment whereas Stalinism was a Marxist dic¬ 
tatorship from above Stalinism resulted 
from the odd marriage of Marxism with 
capitalist utilitarianism necessitated by the 
overwhelming compulsion to modernise and 


survive in the face of global capitalism. Since 
this was not sustainable in the long run there 
has been a divorce and a remarriage of 
modern industrialism with bourgeois demo¬ 
cracy in what was formeiiy the Soviet Union. 

I am ndther a scholar nor as well read as 
Sundaram is but from the everyday struggle 
of the marginalised poor in which 1 parti- 
ci(>ate as an activist an intuitive under¬ 
standing has develo()ed that profit maximi¬ 
sation which is at the core of capitalism is 
destructive to environment, people and the 
human values so essential for a harmonious 
existence Unless we reject capitalism, the 
wasteful industrial juggernaut and the con¬ 
sumerism that it has S[»wned, no amount 
of critical theory can ensure a decent human 
existence for the vast billions. What is to take 
its place is, however, a perplexing matter not 


only because Marxinn has proved inade¬ 
quate but also because of a paradox of 
human luuure which has been moat suodnet- 
ly phrased by ‘Doc* a character in John 
Steinbeck’s short novel Cannery Row. 

“It has always seemed strange to me that 
the things we admire in men, kindness, 
generosity, 0 |>enness, honesty, understanding 
and feeling are the concomitants of failure 
and those traits we detest, sharpness, g ree d , 
acquisitiveness, meanness, egotinn, and seif 
interest are the traits of success. While men 
admire the quality of the first thfy love the 
produce of the second!’ The consumerist 
culture of capitalism, by playing on and 
encouraging the second kind of traita has 
severely restricted the possibilities of 
developing an alternative based on the first 
kind. 
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Institute of Rural Management Anand 

Invitation for Collaboration on a Research Progranune on 
Management of Rural Co-operatives 

IRMA has InltiaKd an year-long programme of research in Managcmeru of Rural 
Co-operatives. The research programme will culminate into a sym|>oslum during 
December 7-11, 1992 at the IRMA Campus in Anand. Fourteen workshops are plan¬ 
ned, each will be co-ordinated by S{>ecinc IRMA faculty members as follows- 

Theme title 

1. Design and Strategic Management of Rural 
Co-o|>erativcs 

2. State and Rural Co-o|>eraeives in India 


Workshop Co-onUiuitorh 
Pankaj S Jain 


Design and Operation of Political Processes in Rural 
Co-o|>etatives 

4. logistics and Quality Control in Commodity 
PrcKlucers’ Co-of>crativcs 

5. Co-o(>ctativc Marketing of Rural Produce 

6. Accounting, Financial Planning & Control in Rural 
Co-u|)erativcs 


7 Design and Performance of Federation 
Co-operatives 

8. Economic Theory of Co-o(>etaiivc Firm 

9. Co-o|>erativcs in Natural Resource Management 

10 Organisational Behaviour Issues in Rural 
Co-o|>etaiives 

11. Systems Design and Applications in Rural 
Co-o|>ctativcs 

12. Business Planning Processes & Practices in 
Agricultural Co-operatives 

13. Member-control in Co-o()crativcs! Practice, Pattern 
& Issues 

14. Co-o{)eraiive Education & Co-o(>ctativc 
Development 


S J Phatisalkar & 
Akhileshwar ftuhak 
Vikash Fandey A 
Debl Prasad Mishia 
R Rajago|>alan 

L K Wswanl 
R C Sekhar, 

Rajesh Agrawal, 
Michael Johnson ft 
V G Sridharan 
lUshaar Shah 

R Srinivasan 
Katar Singh ft 
VIshwa Ballabh 
C Bala|l ft 
Prathap Reddy 
Ved Piakash Gulati 

M S Sriiam 

Ajay Dubey 

S Subtamaniam ft Ajlt 
Kanitkar 


IRMA invites rescarchers/institutions interested in social, ofganisatiotul and i 
research to collaborate with its faculty In field research In any of the wotkihops 
registered above. The Institute has resources to provide small research grants of upto 
Rs. 20,000 to interested collaborators against brief proftosals. Reacarcl^s Interested 
in such collaboration may write directly to the tespraive workshop dlrectots at 
Institute of Rural Management. Pom Box No. 60, Anand .388 001, Guiarat, India. 
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RHINO TYRES LTD. 

Regd Office 6-3-852/A. Ameerpel, Main Road, Hyderabad 500 016 


- ■ Public Issue of 70,90,000 Equity Shares of 

: V "!^' Rs. 10/- each for cash at par aggregating Rs. 7,09,00,000. 


HIGHLIGHTS 

Large Medium Scale Sector Tyre Company in Andhra Pradesh to manufacture 1 million Tyres and Tubes lor 
Mo^ds, Scooters, Motor Cycles, Auto Rickshaws, Jeeps, Passenger Cars, Tractor Fronts. Tractor Trailers, Light 
Commercial Vehicles and Animal Drawii Vehicles 

Equity participation by A P I.D C , Indbank Mutual Fund, Canbank Mutual Fund, L I C Mutual Fund and S B.l. 
Mutual Fund 

State-of-the-Art Computer Designing Techniques for Tyre and Tube Design 
Growing demand tor products 

No Foreign Exchange out-go during implementation ot the project 

Project IS entitled to backward area concessions as it is situated in category 'B' Backward Area and Income Tax 
benefits under Section 80 (M) 

Short gestation period, commercial production in July 1992 

Easy Liquidity — Listing at Hyderabad and Bombay Stock Exchanges, 

RISK FACTORS 

The capital cost of the project is revised in November 1991 due to increase in project cost Despite provisions for 
contingencies being made in trie total project cost, them may be fluctuations due to factors whicti cannot be 
foreseen at this stage 

The price of the mam raw material which is natural ruboer, is dependent on agin climatic conditions 

The Company may have to import butyl rubber to manutacture tubes, the cost ot v/t.ich may inciease affecting 

profitability, due to fluctuations in exchange parity 

The Company may face competition from the existing and new units lor its product range, more particularly in the 
range of tyres for two wheelers It may be noted that the automobile industry is going through a temporary 
recession. 

State Bank of India's final sanction tor Rs 50 lacs is under the process and the Company plans to meet the same 
out of 15% oversubscription, if the above sanction is not obtained 

PERCEPTION OF MANAGEMENT 

Raw material cost fluctuation will unitoimly affect all the manufacturers Hence ttio increased cost in output will be 
offset by increase in selling price So far, the fall in demand in Industiy is concerned due to depression in 
Automobile Industry, the market share ot the Company is estimated to be only 2% The Company is expected to 
break even at 52% 

The private promoters have undertaken to bring in Rs 50 lacs by way of interest tree unsecured loans, in case ot 
shortfall, if any, in the subscnotion of the Issue 

Lead Managers to ttie Issue | h meCurnp,iny does not re^oiveih» mintmumsubtcrpnon of 90 %ol (hi 


set Capital Markets Ltd. FAIRCfiOWTH 

?o? MaKe.'Towar f Financial Services Ltd 

CuMe Ptunde, Dosfti CMarnbers, M Floor 

Bombay 3-G-3?; & 328 Bashoerbagn. 

iiyderabad 


11 ihe Cornp<iny does not recoive tho minimum subicrption of 90% of 
drnounl the entire iubscrigtcn will be relundrtd to the apoltcante 
wiiiiiri 90 d<«ys from ihe closure Of this Issue it there is a delay tn refur\d 
ot such amourM by more than 8 days tl»e Company will pay interest at the 
rate of tb% cm' annum tor the decayed penoo 


Industrial Finance 
Corporation ol India 

•th Floor, laraniand.il S n 13. 
SailabaO, Hyderabad 


Co-Managers to the Issue 


Bank ot Hyderabad Indhank 

nl Bankma Division W 


Slate Bank ol Hyderabad 

Mercnani Banking Division 

G.jn'oundry 

Hyderabad 


NV't'Mnt i0' iiVTSiro 

3 6 237 Lingapur House 
BiOCK No 503, 

5ih Floor. Himayinagar, 
Hyderabad 
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Now even she can share 
in the prosperity of the share market. 
Thanks to Unit Trust. 


Most small savers slrvam ot sriikiiii; it tivli 
on the share inaiket. W'hat holds them hai.k is 
the small si;i.' ot their savmtts. I he risks mvolved. 
Ansi a kick ot mntislence m their oven linartsi.il 
skills So they keep .iw.iv liom the sh.iie m.irket. 

Llnit Trust h.is ^iven them sontislense. 
liislui’s tirsi nuitii.il tunsl, Llnit 1 rust posils 
tot;ether the ressiurses .it sin.ill investors. It uses 
the skills ot Its tiitancial experts to invest these 
funds on the share market. I he result is hi^h 
refiims tor the sm.ill .saver. Year .itter ye.ir. The 
Tnjst, which has not missed .1 sinf^le dividend iit 
all Its 27 years, has just announced a record 
dividend ot 1^.5%. 


It’s no wonder Unit Trust’s pojiularity has 
heen nsine spect.icularlv. This ye.ir, the numher 
ot Unit holders crossi-d one trote. ^5 lakh 
investors uere .idded in the List ye.ir .done. Mosr 
ot these .ire small .sax'ers I'liey come from every 
p.irt ot the country. They come from every' walk 
of life. They have different needs, different dreatns. 

But they share the same .ihiding confidence 
in tJnir Trust. Living up to this confidence is 
what keeps us I’oinj'. And urowinji. 

A UNIT TRUST OF INDIA 

At the service of One Crorc Unit holders. 
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What are the difficulties that recent absolutist assertions and 
reassertions of Islamic identity pose for the prospect of Islamic 
social ancydglal reform? Like most questions about the determinants 
of why^ question can also be posed from the opposite 
.. what extent is the relative absence of reformist thinking 

fs^mq^g^tjfoderate Muslims responsible for the susceptibility of 
Alities to constant threat from powerful minority 
which would have it that the Islamic identity is, 

■ non-negotiable? 1071 

>' Cloud-Watching 


There is an air of foreboding in the corridors of power in New 
Delhi about the unfolding food situation. And yet<thel^ is also a 
whiff of smugness which alone can explain why so little is being 
don^ despite so much talk about an impending food crisis, 
to guard against a possible tragedy. 1043 


Tribe and Nation 

The Assam movement of 
1979-85 and the present 
tribal movements in the 
Bodo-dominated areas on the 
northern banks of Brahmaputra 
and in the Karbi Anglong and 
North Cachar Hill districts 
fundamentally reflect the 
complexity of the nationality 
question, or in a wider sense the 
ethnic question, in north-cast 
India in general and 
Assam in particular 1047 


Congress Transformed 

The period of Indian history 
from the beginning of 1932, 
when civil disobedience was 
resumed, to July 1937, when the 
Congress Working Committee 
decided to accept ofllce under 
the Government of India Act of 
1935, is specially significant 
because during this period 
the Congress underwent 
an all-important 

transformatipn 1079 


Tenants on the Move 
To what extent has the tenantry 
in West Bengal been able to 
destroy the old tenurial relations 
and reset the terms and 
conditionsoof tenancy in 
their favour? 1009 


Disaster Zone 

In the aftermath of the iiecent 
race riots, president Bush 
declared Los Angeles and its 
immediate vicinity to be a 
disaster area. He was, as usual, 
slightly off; the entire United 
States of America is a 
disaster area. 1042 


People EKsarmed? 

The real issue about the 
‘transition’ in South Africa 
is not the division inside 
the political movement, but 
the partial demobilisation 
of the mass movement and 
its simultaneous splitting 
along political lines—which 
could provide the context for the 
very political change without 
social transformation that de 
Klerk hoped for wheq he 
embarked upon his February 
1990 initiative. 1055 


Field to Factory 

Sugarcane-cutters in 1kmil 
Nadu are engaged in a struggle 
to establish their identity, 
as seasonal factory 
workers. 1051 


Ambedkar and Gifa 

For Ambedkar the Bhagwal Gila 
represented a philosophic 
defence of the 

counter-revolution. 1063 


Ray and Relevance 

Ironically, Satyajit Ray 
got the highest recognition of his 
career precisely when his 
contemporary relevance was 
increasingly coming into 
question. 1052 


Coercive Encounter 

Modernisation debates in 
societies such as India have 
come a long way. Even if we 
have not achieved the expected 
levels of modernisation, our 
personalities have been 
reconstituted through a 
coercive process. 1060 











LETTERS TO EDITOR 


Population Control: 
Simplistic Approach 

EPW'i nm piece on family welfare after the 
1991 Census (integrating Family Wel¬ 
fare and Development Programmes’ by 
T Padmanabha, January 18) has an 
ominous ring. The author rightly emphasises 
the need for integration of family welfare 
with development programmes and dq)lores 
functional isolation of the programme and 
‘adherence to routine administrative struc¬ 
tures,” but his own innovation in the form 
of an “apex body to formulate policy and 
programmes” amounts once again to adopt 
a simplistic approach to a highly compli¬ 
cated problem. Such instant, simplistic 
remedies have been frequently applied in the 
past three decades and the result has been 
devastating—a 400 million increase in the 
population size, despite investment increas¬ 
ing from $ 6.5 million in the First Plan to 
$ 32,600 million in the Seventh Plan. By talk¬ 
ing vaguely about setting up an apex body, 
Padmanabha sets the stage for yet another 
phase of delusion in this critical field. 

Ironically, it was the then prime minister 
Kajiv Gandhi who had pul forward a 
framework for developing an alternative ap¬ 
proach to the problem in his inaugural ad¬ 
dress to the International Population Con¬ 
ference in September 1990. He had pleaded 
for a halt to the imposition of a "central 
pattern” of the programme on the states and 
asked instead for a decentralised approach 
to planning and implementation, based on 
identification of individual demographic 
zones. Under such conditions the pro¬ 
gramme will form an integral component of 
the wider package of development program¬ 
mes. The question of appropriateness or 
otherwise of an apex body should emerge 
from such thinking about a decentralised, 
zonal approach to the problem. The United 
Nations Population Fund (UNFPA) has 
already started a campaign for having a 
Population Commission for India, without 
taking into account the basic issues raised 
by Rajiv Gandhi. Unwittingly or otherwise, 
the article by Padmanabha tends to legiti¬ 
mise such an obviouslv illegitimate approach 
to a life or death issue facing the country 

D Banfrji 

New Delhi 

Modern? 

THIS refers to G P Deshpandc’s letter 
(January'25) in reply to M H Jadhav's com¬ 
ments (December 14, 1991) on Deshpandc's 
article ‘Modern History and Unmodern 
1 Minds’ (July 6-13, 1991) It would appeal 
that Deshpande (GPD) has been rattled by 
the.criticism by Jadhav (MHJ). MHJ had 
clearly exposed GPITs disingenuous charac¬ 
terisation of Shahu Chhatiapati of Kolhapur 
as “a leader of anti-brahmin movement in 
southern Maharashtra”. MHJ had also taken 
OPD to task for the latter’s observations 


which had clearly distorted historical facts. 
For example, GPD had propounded a false¬ 
hood that Shahu Chhatiapati had worked 
for the upljft of his own Maraiha caste per¬ 
sons alone and not for the social, educa¬ 
tional and cultural uplift of other non¬ 
brahmin castes as well as the scheduled 
castes. 

The first three paragraphs of GPD’s letter 
are palpably irrelevant and do'not answer 
the critical points made by MHJ. GPD has 
not shown the magnanimity of accepting his 
faux pas while writing on Shahu 
Chhatiapati. It needs to be emphasi.sed that 
MHJ had not questioned GPD’s right to 
criticise the agitation sponsored by some 
newspapers in Kolhapur city when certain 
critical references appeared against Shahu 
Chhatiapati in the new edition of the 
Maharashtra government’s District Gazet¬ 
teer. Nor had MHJ justified or supported 
the Kolhapur ’bandh’ and the Maharashtra 
government’s silly stand later on the critical 
observations in the fresh historical assess¬ 
ment of the Kolhapur king in the District 
Gazetteer. Why does GPD not think that the 
people of Kolhapur in particular and the 
masses in Maharashtra in general hold 
Shahu Chhatiapati in high esteem and treat 
the Kolhapur king’s memory sacred? Is it 
not a fact that all communists are vehement¬ 
ly intolerant of the mildest cnticism of Lenin 
or, for that matter, even Stalin? This is 
because all communists, it is well known, 
hold Lenin in the highest esteem and con¬ 
sider him something sacred. Is it wrong that 
the people of Kolhapur are sensitive to 
criticism of Shahu Chhatiapati? What was 
wrong if the people of Kolhapur responded 
to even a politically motivated ‘bandh"' For 
the people of Kolhapur, the heart of the 
matter in their perception was the uncalled 
for denigration of Shahu Chhatiapati. They 
registered their protest, no matter who had 
sponsored the ‘bandh’. 

The last paragraph of OPD’s letter smacks 
ol a brahminical air of superiority and 


arrogance. What MHJ had said was that 
GPD had misrepresented the historical facts 
about Shahu Chhatiapati. It passes one’s 
comprehension when GPD argues that “it 
would have been better if Jadhav himself 
would have written the article on the entire 
episode”. GPD does not stop there. He 
categorically says: “.. when the Jadhavs 
I non-brahmins] of the world do not do their 
job, the Deshpandes [brahmins] of the world 
have to do it”. Evidently, GPD has not liked 
that a non-brahmin should have dared to 
point out the untruths written by a brahmin. 
The implication is unmistakable. WhateS'er 
GPD writes is always ‘modern’, be it histo¬ 
rically untrue or distorted. But when others 
like MHJ point out the errors in GPD's 
writing It is always ‘unmodern’. It is 
unmodern because it is not written by a 
brahmin. What would have been GPD’s 
reaction had he been criticised for writing 
against Shahu Chhatiapati by a Kulkami or 
an Aphale, or a Joglekar or a Damle, or a 
Javdekar or a Tikekar (all brahmins)? 

ARUN KtRI/ySKAR 

Pune 

D S Tyagi 

I WAS deeply shocked and grieved by the 
murder of D S Tyagi in his capacity as the 
chairman of the Commission on Agri¬ 
cultural Costs and Prices. His murder will 
have widespread repercussions on the entire 
academic community and in fact on our 
academic culture. 1 hope the academic com¬ 
munity will publicly express its resentment 
at this mindless action of the Punjab 
militants. 

I have had long professional a.ssocialion 
with D S Tyagi and I can assure the people 
of Punjab that Tyagi had deep sympathy 
with farmers’ interests. As such he was an 
innocent victim of misdirected rage. 

M I- Dantwala 

Bombay. 
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On the Run 


I T has been since Tirupati a bad couple of months for 
P V Narasimha Rao and his government. Following the 
apparent triumph registered by the prime minister at the 
party session there, nothing has gone right. The killings and 
kidnappings have continued in Punjab and Kashmir, and 
have in fact come nearer home, right in the heart of the 
nation’s capital' the gunning down of the chairman of the 
Commission on Agricultural Costs and Prices could in fact 
be the beginning of a more ominous challenge to the 
authorities. The finance minister’s trip to Japan was a bit 
ol a flop, and it would be a miracle of a sort if his boast 
of enticing six billion dollars of foreign investment in the 
course of the next two years were fulftlled even fractionally. 
Inflation has persisted in its relentless march, the prospects 
of the monsoon arc uncertain, and, on account of the threat 
held out by the militants, procurement of wheat, particularly 
in Punjab, is dismal On top of all that, the good Americans, 
whom out government has adopted as godfather extra¬ 
ordinary, have been behaving most ungenerously. Carla Hills 
has chosen to ride again, and this time not just to provide 
some innocuous fun; she has proceeded to apply the provi¬ 
sions of Special 301 of the US Trade Act and clamped a 5 
per cent custom duly on Indian exports of pharmaceuticals 
to the United States This decision is in clear breach of the 
Generalised Scheme of Preferences worked out in inter¬ 
national fora more than 20 years ago, but the American 
administration, altogether conscious of its overweaning 
power in a unipolar world, is in no mood to humour any 
longer the susceptibilities and sensitivities of international 
opinion. The penalisation via tariffs has been followed by 
a prohibition against the Indian Space Research Organisation 
from buying equipment and technology from the US market 
for a period of two vears. this is to punish our government 
for not heeding olficial American advice to forsake the 
programme of developing rocket technology with know-how 
and malcnel .mported fiom Russia. 

Our governmeri! has however chosen to suffer the humilia¬ 
tion inflicted upon it by the Americans in silence: the United 
States administration, after all, is the presiding deity in the 
World Bank and the International Monetary Fund. If the 
deity cheeses off, foreign loans would dry up. Unfortunately, 
it never rains but pours. American high-handedness vis-a-vis 
third world countries has coincided with the lurid manife.sta- 
tion of quintessential American justice in Los Angeles; anti- 
American .sentiments in India, as in the rest of Asia, Africa 
and l-atin America, have, inevitably, received a further boost. 
But the Rao government does not dare to sound too con¬ 
demnatory; matter, according to its judgment, must have 
precedence over mind. 

Its worst discomfiture was however waiting in the wings. 


There was always something synthetic about the stock market 
boom from the day the budget was presented. Even at that 
stage it was felt to be too good to be true. The facts now 
revealed have justified ex post that apprehension. State- 
owned financial institutions had imbibed to the full the 
message of the new economic policy: the government and 
its agencies exist solely for private edification. The National 
Housing Board and the nationalised banks acted according 
to the precept, and arranged to advance hundreds—or 
perhaps thou.sands—of croreof rupees both by bending the 
rules and by entertaining bogus bank receipts in order that 
a private racketeer could play the role of the big bull in the 
stock exchanges. What goes up must come down, what goes 
up fast must come down faster. Once the ‘scam’ was out in 
the open, the government, including the grandiose ministry 
of finance, was left with no escape hatch. And yet, kinship 
being what it is, it cannot be too harsh with the evil-doers 
who have been already identified. For what has been revealed 
is presumably the tip of the ice-berg; if one presses down 
hard on a Mehta or a Dalai, who knows, some still more 
awesome facts might come out. 

That would be, to put it mildly, inconvenient. So this 
government on the run has to think up some diversionary 
tactics, which could distract the public mind from thoughts 
centring on American perfidy, inflation and the stock 
exchange-cum-banking scandal. The Liberation Tigers of 
Thmil Eelam have come in handy. The organisation has been 
banned under the Unlawful Activities (Prevention) Act 1967. 
The government notification has also been wisely timed to 
coincide with the anniversary of Rajiv Gandhi’s slaying, and 
the filing of the FIR by the Special investigation Ibam of 
the CBI which points the accusing finger at the LTTE for 
the murder. The Congress party’s rank and file, especially 
those amongst them who continue to swear by the Nehru- 
Gandhis and regard Narasimha Rao as merely a passing 
phenomenon, will be pleased. Of greater immediate 
relevance, the Empress of Thmil Nadu, who was badgering 
the centre for months on end to impose such a ban, will be 
propitiated. But superseding every other consideration was 
the necessity to direct the public’s attention away from Bofors 
and the stock market scam and high prices and American 
boorishness. 

An uncomfortable question nonetheless has to be raised. 
Does the government possess a thinking cap of any specifica¬ 
tion at all? The facts of history cannot be made un-facts 
through official communiques. If Punjab and Kashmir are 
now a part of the LJnion of India only nominally, it is a 
consequence of Indira Gandhi’s impetuosity and vaulting 
ambition. Similarly, the initial introduction of the LTTE in 
the Indian landscape was in pursuit of a strategy given 
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legitimacy by Indira Gandhi after it had 
been sponsored by M G Ramachandran 
and his AIADMK. Till mid-1987, the 
stratagem to humour the LTTE all the way 
had the endorsement of Rajiv Gandhi too; 
things turned sour only subsequently. If 
it is now claimed that the LTTE is con¬ 
spiring to detach-Ttunil Nadu from India, 
the culpability for that would atuch, 
posthumously, to both Indira Gandhi and 
Rajiv Gandhi; Madam Jayalalitha’s party, 
a bequest to her by her lord and mentor, 
MGR, cannot be absolved of the respon¬ 
sibility either. Looked at from the prac¬ 
tical angle , the ban is unlikely to hamper 
the LIT E’S activities in this country to any 
significant extent. In any case, for the past 
couple of years, it has been forced to 
operate clandestinely. It will continue in 
the same manner. The fact that it is being 
hounded as much in India as in Sri Lanka 
could actually attract some additional sur¬ 
reptitious support for it, particularly 
among the Tamil youth. And should 
Jayalalitha’s administration attempt to 
stamp every citizen whom it does not like 
with the stigma of an LTTE connection 
and throw him or her into prison cell 
under TADA or some other equally 
dubious act, the sympathy for the LTTE 
might begin to grow at a faster pace. Pro 
scribing a movement does not weed it out; 
most precedents say that it only acts as 
a stimulus for its acquiring greater 
strength and influence. By its action, the 
centre might therefore have helped to pro¬ 
mote the crime it has accused the LTTE 
of, namely, an uprising against the 
established government of the land. 
Unlike his more illustrious namesake and 
predecessor, Y B Chavan, the present 
home minister is not known to be a 
bibliophile. Which is a pity, for, were it 
otherwise, he could have learnt a bit from 
Irish history, or, for the matter, from the 
history of our freedom movement during 
the British days. But, then, given the state 
the union goverrunent is in, remonstrating 
with it for its various failings, will be 
scarcely any different from a dialogue 
with the deaf. 

CHHATTISGARH 

Dangerous Game 

THE course of judicial proces.s in oui 
country apparently differs from the case 
of a VIP to that of a trade union leader. 
Is it not strange that while those accused 
of sissassinating Rajiv Gandhi are getting 
apprehended one by one and kept in high 
security prisons, those who have been 
charge-sheeted by the CBI for murdering 
Shankar Guha Neogi, the famous labour 
leader of Chhattisgarh, are either eluding 
the police, or getting anticipatory bail 
from the courts, or even escaping from 
police custody? 

The CBI, in the course of its investiga¬ 


tions into Neogi’s murder. Tiled cases 
against II persons, including two in¬ 
dustrialists of Bhilai, Moolchand Shah 
and Navin Shah, directors of the Simplex 
Group of Industries. When the D«lhi 
High Court refused them anticipatory 
bail, these industrialists approached the 
Jabalpur High Court which promptly 
grant^ them bail. While the police claims 
that Navin Shah is absconding, he was 
seen openly participating in a public 
meeting sponsored by industrialists in 
Bhilai on January 27. Recently, Shah got 
involved in a minor traffic accident in 
Raipur and was immediately shifted by his 
companions to Bhilai for treatment. 
Another accused, Chandrakant Shah, 
who was in police custody, was removed 
for some mysterious reason, to the 
D K Hospital in Raipur, from where he 
disappeared with surprising ease in spite 
of the presence of police guards. Chandra¬ 
kant, a day before his disappearance, told 
the press that he would disclose evidence 
of (he involvement of other industrialists 
and the police in the conspiracy to murder 
Neogi. 

Evidently, both the industrialists and 
certain interests in the state administration 
of Madhya Pradesh are bent on queering 
the pitch for the prosecution proceedings 
in the Neogi murder case.. That the in¬ 
dustrialists are in no mood to retract is 
evident from the way they continue to 
flaunt their might in spite of the grave 
allegations against them. In the last week 
of February, the Labour Commissioner of 
Madhya Pradesh came to Bhilai in an 
attempt to resolve the industrial dispute 
there, but had to acknowledge publicly 
later that the industrialists were refusing 
to negotiate. Further, they have stepped 
up their murderous assaults on workers 
and their leaders. Since Neogi’s assassina 
tion, at least three more workers in Bhilai 
have met their death in extremely sus¬ 
picious circumstances which suggest the 
involvement of the private armies of these 
industrialists. While the state administra¬ 
tion remains a silent spectator to the 
gangsterism of the industrialists, it swings 
into action against the workers whenever 
the latter plan any protest action. Arrests 
of workers under preventive detention 
have been quite common, and the police 
of late have started raiding villages look¬ 
ing for activists and supporters of Neogi’s 
union, the Chhattisgarh Mukti Morcha, 
to prevent them from organising the in¬ 
definite ‘Bhilai blockade’ proposed on 
May 25. The blockade, which involves the 
participation of over 2,00,000 workers and 
peasants of Chhattisgarh, has been plan¬ 
ned by the Morcha after its repeat^ ef¬ 
forts to persuade the state administration 
and the centre to meet its demands prov¬ 
ed futile. The demands include the imple¬ 
mentation of the Contract Labour 
(Regulation and Abolition) Act, the right 


to form unions and reinstatement of over 
2,S<X> workers who had been victimised by 
the industrialists for raising' these 
demands. Apart from appealing to the 
local administration to stop the anti-sodal 
activities of the musclemen of the in¬ 
dustrialists, the Morcha also presented 
memoranda listing its demands to the 
president of India and the prime minister. 
A memorandum, signed by 50,000 per¬ 
sons, had been submitted to the president 
by Shankar Guha Neogi himself in Delhi 
on September 9, 1991. Tlie inaction of the 
ruling party at the centre all these months 
gives rise to the suspicion that it is pro¬ 
viding covert support to the overt ahti- 
worker activities of the Bhilai industria¬ 
lists, who in their turn are receiving 
patronage from the BJP government of 
Madhya Pradesh. That there could be a 
tacit collusion between the Congrcss(I) 
and the BJ^ against the Bhilai workers’ 
movement is borne out from the rise of 
two re^onal chauvinist organisations— 
the Chhattisgarh Shiv Sena (supported by 
a BJP faction) and the Separate Chhat¬ 
tisgarh Movement (spearheaded by a 
Congress MP)—working in tandem to 
misdirect popular discontent and rouse 
passions against non-Chhattisgarhis. 
There have been incidents of violence 
against the latter. In their short-sighted 
plan to derail and divide the workers’ 
movement, the Congress and BJP leaders 
are creating new monsters. One hopes that 
good sense will prevail on t he centre and 
the politicians before it is too late and 
Chhattisgarh turns into another Punjab 
or Assam. 

FINANCIAL SYSTEM 

Chasing Red Herrings 

A Correspondent writes: 

FINANCE minister Manmohan Singh is 
perfectly right in asking chief executives 
of public sector banks and financial in¬ 
stitutions to review thoroughly their pro¬ 
cedures and methods of working so as to 
ensure that a few unscrupulous people do 
not take advanuge of the financial 
system. He was also right to an extent in 
calling for modern methods of accoun¬ 
ting, networking and computerisation for 
reconciling inter-bank transactions. But is 
the sort of modernisation he was calling 
for the answer to the crisis of the bank¬ 
ing system? 

What is being commonly though 
wrongly referred to as the stock market 
.scam involving several thousand crores of 
bank finance, reflects basically not so 
much the failure as the deliberate mani¬ 
pulation of the system of inter-bank len¬ 
ding and borrowing, something that could 
not have happened without the active col¬ 
lusion of the banks involved. In fact, 
according to knowledgeable people. 
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manipulation of inter-bank transactions 
to accommodate favoured clientele has 
been going on for years and Reserve Bank 
officials have been aware of this. What 
happened in recent months was that some 
people got carried away by their zeal to 
make the most of the scope they saw for 
manipulation to make quick gains in the 
shortest possible time. 

It is here that the finance minister’s 
failure lies. Manipulation of inter-bank 
lending was possible not so much because 
the banks did not have access to modern 
methods of accounting, networking and 
computerisation, but very largely because 
a system had evolved- of the issue of 
bankers’ receipts (BRs) for securities 
before they were actually received. This 
naturally gave occasion for the issue of 
BRs against which securities never actual¬ 
ly reached the issuing bank. How else can 
anyone explain the volume of transactions 
in government securities to the tune of 
Rs 1.50,000 crore when the actual stock 
was close to Rs 80,000 crore? No amount 
of modernisation and computerisation 
would rectify the discrepancy unless the 
system of issuing BRs is reviewed and 
made fool-proof, if not altogether 
abandoned. 

The danger now is that with the strong 
picssures on government from outside the 
country to move as fast as possible 
towards the opening up of the country’s 
financial system—it ne^s to be noted that 
in the same meeting with the chief 
executives, Dalbir Singh, minister of state 
for banking, reaffirmed the relevance of 
the Narasimham Committee’s recommen¬ 
dations, one of which is that for raising 
the capital base of the public sector banks 
resort should be made to the market and 
not to the budget and another is to allow 
free entry to foreign banks—unless urgent 
effeaive measures are taken to strengthen 
the regulatory mechanisms, the financial 
system in the country may be exposed to 
even greater abuse and what has just been 
uncovered may then look modest by com¬ 
parison. We have to remember in this con¬ 
text that SLR and CRR have already been 
reduced and quite substantially. Also, the 
Narasimham Committee has recommend¬ 
ed the phasing out of priority sector len¬ 
ding over a three-year period. Banks are 
likely to be flush with funds as a conse¬ 
quence and the pressure will be strong to 
use them for quick profits. The present 
regulatory mechanism instituted in the 
Reserve Bank has proved to be totally un¬ 
equal to the task involved. The bank’s 
inspection wing was as good as non¬ 
functional, engaged as it was in merely 
routine inspection; worse, there was no 
transparency even in what little it was 
doing. As a result it was an accessory to 
what the banks and the financial institu¬ 
tions were perpetrating. 


ANDHRA PRADESH 

Repression Unlimited 

AT a show rigged up by the state govern¬ 
ment on the occasion of the first death 
anniversary of Rajiv Gandhi the Andhra 
Pradesh chief minister announced the 
banning of the People’s War Group 
(PWG). In order to give effect to the ban, 
the state government has invoked the 
Criminal Law Amendment Act of 1908 
with respect to Rayalsecma and coastal 
Andhra and the Public Security Act of 
1938 in the Telengana region With the 
coming into effect of the ban, the agen¬ 
cies of the government can take posses¬ 
sion of premises suspected to be shelter¬ 
ing members of the PWG. Those guilty of 
offering such shelter will also invite im¬ 
prisonment or fine or both. Vehicles or 
places suspected to be used by PWG ac¬ 
tivists can be searched without warrant 
and confiscated. Properties can be attach¬ 
ed. All participants in ‘bandhs’ and any 
other form of PWG-sponsored actions are 
liable to be arrested. All offences under 
the act are cognisable and non-bailable 
and imprisonment is reportedly for a 
minimum period of three years. 

The Criminal Law Amendment Act 
does provide for making representations 
within three months, but this is only a 
minor difficulty and an upper caste, 
bourgeois-landlord establishment will not 
find it at all a problem to identify three 
hirelings to man the advisory committee 
to be constituted to entertain anticipated 
objections. Telugu newspapers and publi¬ 
cations have begun to feel insecure for, 
even reporting or publicising a ‘bandh’ 
directive by the PWG is likely to attract 
punitive action 

The security establishment in Andhra 
Pradesh has distinguished itself in 
lawlessness and a brutal record testifies to 
Its genius for torture, abduction and en¬ 
counter murders. The extraordinary legal 
powers now assumed only formalise a de 
facto situation. The police will now not 
be limited by whatever little constraint was 
seen to operate by virtue of what was of¬ 
ficially an ambiguous political stance 
towards ‘Naxalites’. Now the administ¬ 
rative and the political can be brought 
more into consonance. If nothing else, 
repression can be more efficient. 

Since the underground in any case was 
the target of repression, the new move is 
possibly an insidious attempt to detach 
the organisation from its popular support 
by visiting retribution on sympathisers. 
The intention of the government seems to 
be to enlarge the ambit of repression to 
include as wide a range of indirect but 
sympathetic tendencies. The objective is 
no doubt to drive the militants under¬ 
ground and terrori.se local populations in 
the absence of the former’s protection. 


TWENTY YEARS AGO 

EPW, May 20, 1972 

So the chickens are coming home to 
roost and, one after the other, the Con¬ 
gress parly’s radical pretensions are 
getting expo.sed. When, last month, the 
chief ministers of Punjab, Haryana 
and UP managed to have their way on 
the question of the procurement price 
of wheat, it was still possible to sug¬ 
gest that the central government had 
given in without a fight for tactical 
reasons. Procurement prices affect all 
farmers—large, medium and small— 
with foodgrains to sell, whereas the 
ceiling on .landholdings or a tax on 
agricultural income and wealth would 
louchNonly the larger farmers. By 
choosing to tackle the latter two issues 
before returning to the first, the cen¬ 
tral government was seeking to isolate 
the larger farmers from the mass of 
cultivators in dealing with them. The 
argument may have been plausible a 
month ago. But it is no longer so after 
last weekend’s palavers on land ceilings 
among Congress party big-wigs. 

The confabulations were notable, 
among other things, for the reported 
statement of the prime minister, call¬ 
ing upon her partymen to stop the 
competition in radicalism and to ap¬ 
preciate the “tremendous difficulties’’ 
that the chiel ministers would have to 
face in implementing the ceiling laws. 
Indeed, it is time that Congressmen 
called off their sham radical talk and 
came clean; but unfortunately the 
prime minister’s advice on this point 
went abegging. For, the very next day 
at the same conference the party 
leaders resolved in all seriousness to 
provide house sites for the entire rural 
population by August 15, 1973, the 
planning minister held out the 
assurance that the problem of rural 
unemployed would be solved by the 
end of the Fifth Plan, and the educa¬ 
tion minister promised to wipe out il¬ 
literacy among the 16-25 age group by 
1980! The prime minister herself—even 
as she ruled out-of-court any talk of 
drastic reduction in the land ceiling on 
the ground of the difficulties that the 
chief ministers would face—continued 
to speak of the proposed changes in 
the ceiling laws benefiting 90 per cent 
of the rural population. 
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THE MARKETS 


ICMF’s Ploy Misfires 

D P Skarma 


THE way the cotton scenario has unfold¬ 
ed this season makes an interesting study 
which underlines the imperative need for 
a more careful and objective assessment 
of the supply-demand position to enable 
the formulation of appropriate policy in¬ 
puts to subserve diverse interests. The situ- 
tion obtaining at a time when the season 
has only a little over three months mote 
to go contrasts sharply with that which 
prevailed at the beginning of the season 
in that the market which had not witnes¬ 
sed the normal seasonal decline in the 
wake of the progress of the marketing 
season is currently witnessing a contra- 
seasonal decline. Mills which had Hgured 
as avid buyers at asked-for prices earlier 
are now reluctant to take up cotton on 
offer at substantially lower prices. Barring 
a few isolated instwees, cotton prices have 
moved down by 4.3 per cent to 15.7 per 
cent (depending on the variety) from their 
February highs which are not much lower 
than the prices ruling at the beginning of 
the season. Only quality cottons from the 
northern region have been displaying a 
steadier tendency over the past few weeks. 

However, the decline of Rs 6(X) to 
Rs 2,000 per candy from the February 
highs, carrying most varieties to below the 
half-vny marks between the season's highs 
and subsequent lows, when over 113 lakh 
bales of cotton have moved into the 
market provides little indication of the 
gravity of the situation. There are virtually 
no takers for cotton even at the reduced 
prices. Payments against deliveries arc 
beina inordinately delayed, institutional 

Table: Cotton Balani i -Shi i i iok 1991-92 
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agencies are being obliged to carry large 
stocks of cotton ‘sold but not lifted’. 

The Cotton Corporation of India (CCI) 
which is known to undertake commercial 
purchases only against indents from mills 
is carrying some 3.5 lakh bales of 
cotton—sold but not lifted—representing 
nearly 35 per cent of its total purchases 
till May 13—9.98 lakh bal«. The position 
of the Maharashtra Co-operative Cotton 
Growers Federation is much worse. It has 
procured so far 10.20 lakh bales of cotton 
of which it has been able to sell only 5.20 
lakh bales and a little over two lakh bales 
have yet to be lifted by the mills. Its offer 
to sell to the textile ministry two lakh bales 
at Rs 2,000 a candy below the February 
high has not evoked a favourable response: 

Inquiries indicate that several mills have 
written to the Maharashtra federation ex¬ 
pressing their inability to fulFil their com¬ 
mitments to take delivery of cotton 
because of the liquidity crisis, declining 
trend in the prices of finished goods, 
budgetary imposts and the credit squeeze: 
They have been pleading with the federa¬ 
tion to waive carrying charges. The ex¬ 
perience of the various other state level 
co-operative marketing federations is not 
any different from that of these two major 
institutions, CCI and the Maharashtra 
federations. 

The profound change in the market 
scenario reflects drastic revision of the 
cotton balance-sheet necessitated partly 
by the upward revision of crop estimates 
but mainly by the major reassessment of 
the projections about milk’ requirements 
of cotton because of the recessionary con¬ 
ditions in the textile industry (see accom¬ 
panying table). The strategy adopted by 
the Indian Cotton Mills’ Federation 
(ICMF)—reckoning mill consumption of 
cotton at an altogether unrealistic level of 
116-118 lakh bales—to stall the export of 
cotton and build up a case for augmen¬ 
ting domestic supply through imports has 
badly harmed the cause it sought to sup¬ 
port. Scared by the alarm raised by the 
ICMF about a huge gap between supply 
and demand, milk rushed to cover their 
cotton requirements for as many months 
as their resources permitted. Mills which 
had built large inventories of cotton pur¬ 
chased at high prices have had their opera¬ 
tional viability severely eroded by the 
subsequent decline in prices and un¬ 
congenial overall domestic and inter¬ 
national environment. 

The cotton mill industry has of late 


been passing tniough a recessionary 
phase: \hra and doth production has been 
running below last year’s levek which has 
had little to do with the availability of 
cotton. Worst hit have been the NIC milk, 
especially the spinning units. The severe 
erosion of their working capital due to 
uneconomic working and grossly in¬ 
adequate reimbursement of cash losses, 
amounting to over Rs 200 crore during 
1991-92, compelled these mills to effect a 
drastic cut in yarn production On current 
reckoning cotton consumption this season 
is unlikely to exceed 102 lakh bales, far 
short of supply even though hardly any 
cotton is expected under the hank yarn 
scheme which has been an utter flop and 
actual imports undel: the advance licens¬ 
ing scheme are unlikely to exceed 2.5 to 
3 lakh bales. Indications arc that the cur¬ 
rent season is likely to end with a large 
carryover of about 34 lakh bales, enough 
to meet the industry’s needs for over three- 
and-a-half months. 

In view of the large stocks lying with 
them, the various co-operative marketing 
agendes have been pleading with the 
government to permit export of cotton. 
While the Maharashtra federation has 
urged the government to allocate the ex¬ 
port quota for four lakh bales already an¬ 
nounced with two lakh bales earmarked 
for it, the Gujarat sutc co-operative 
cotton federation has urged the centre to 
permit export of 12 lakh bales immediate¬ 
ly. With the ruling prices of cotton still 
85 per cent to 135 per cent above the 
enhanced support prices fixed for the cur¬ 
rent season the decline in prices from the 
February highs cannot by itself be a suf¬ 
ficiently convincing reason for allowing 
exports. But there is a strong case for per¬ 
mitting export of cotton found surplus to 
th** domestic industry’s requirements till 
the new crop cotton becomes available in 
good quantity. 

Going by the latest cotton balance-sheet 
which indicates a carryover of about 34 
lakh bales, there is little to lose and much 
to gain by releasing export quota for 4-5 
lakh bales. It will not only fetch the coun¬ 
try some foreign exchange but ako help 
replace old cotton with new crop supplies 
in due course. Export of cotton is not 
going to be an easy task. Price considera¬ 
tions apart, overseas buyers who must 
have covers] the bulk of their require¬ 
ments by now are unlikely to evince much 
interest in Indian cotton. With domestic 
offtake continuing to be sluggish institu¬ 
tional agencies would probably prefer to 
sell cotton abroad even at a small loss as 
it will enable them to reduce their stocks 
and minimise the carrying cost as well as 
the risk of deterioration in quality. 
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COMPANIES 


Steel Decontrol: Misplaced Fears 


Jainj Kapadia 

ARE steel producers at fault in announc¬ 
ing, as has been said ‘without a notice’, 
a price hike of some 20 per cent from the 
week started May 18? With that, it is 
argued, the producers have more than 
made up for the four-month long 
abstinence they observed after steel was 
decontrolled this year,. When steel was 
decontrolled on January 17, the producers 
were said to have agreed with the govern¬ 
ment not to resort to a price rise im¬ 
mediately. Did steel producers have a 
choice not to take recourse to raising 
prices? This is the moot point. 

Both Tata Iron and Steel in the private 

Hie Week's Companies 


.sector and Steel Authority of India in the 
public sector have announced their in- 
crea.ses, the former by Rs 1,800 per tonne 
(an average of 18 per cent for its products) 
and the latter by Rs 1,600 per tonne (15 
per cent average). SAIL followed TISCO 
within just one day, while Rashtriya Ispat 
Nigam (Vizag Steel) is expected to follow 
suit. 

Increase across-the-board in steel prices 
as they were administered was allowed last 
by the government in ^ptember 1990. 
This year prices had been increased by the 
producers twice already, first by Rs 150 
to Rs 800 per tonne from March 1, as the 


excise on steel and steel products was 
hiked in the budget, and the second time 
by Rs 124 per tonne from April 1, as 
freight rates were increased in the railwiQ' 
budget. But these increases on account of 
fiscal levies had come after steel had been 
decontrolled. The present hike by way of 
an increase in the base price is the first 
since September 1990. It is also designed 
to cover higher coal and rail freight and 
power bill and wage hikes, which though 
they were announced earlier were .not 
covered by changes in the administered 
prices. Already, claims of the producers 
on this account for a price rise had 
amounted to 12 to IS per cent before steel 
was fully decontrolled in January. Much 
of the priceliike they have now announced 
is thus towards earlier cost increases. If 
with decontrol producers have exercised 
their freedom to fix prices, they cannot 
be blamed. 

It just happens that in announcing the 
price hike the producers have attuned 
themselves with actual market conditions. 
Whereas the hike ranges from Rs 1,500 to 
Rs l,8(X), steel and steel products used to 
command a premium in the market of up 
to Rs 2,500 per tonne. Assuming pro¬ 
ducers pocketed the premium partly, the 
trade took a good part of it. With much 
of the unofficial premium now made 
official with the hike announced by the 
producers, the actual price will be accru¬ 
ing to the companies and coming on their 
books, without making a difference to the 
consumers. So talk of the consuming in¬ 
dustries being severely affected is quite 
meaningless. The suggestion by the presi¬ 
dent of Steel Chambers, Dhampat Shah, 
of a graduated price increase smacks of 
a continuation of the administered price 
regime, leaving scope for the trade to 
exploit the situation. 

Meanwhile, SAIL is expected to report 
a loss of Rs 600 crore in the last financial 
year as against a profit of Rs 280 crore 
for the year before. SAIL, which operates 
five integrated steel plants, had reported 
profits for eight consecutive years. Last 
year’s loss is put down to uncompensated 
increases in the costs of the three main 
inputs—railway freight, power tariff and 
coal prices—while the base price of iron 
and steel had not been revised after 
September 1990. Besides, devaluation of 
the rupee made imports of spare parts and 
coking coal costlier, thus increasing overall 
costs. 

The latest price hike has brought 
domestic steel closer in cost to imported 
steel, with the advantage in price narrow¬ 
ing to 50-70 per cent over imports. Im¬ 
ported steel has an advantage in a rejec- 


(Rs lakh) 



Sandvik Asia 

Mafatlal Fine 

Amrit Banaspati 

Financial Indicalon December December 

1991 1990 

March 

1991 

March 

1990 

March 

1991 

March 

1990 

Income/expenses/profits 

Net sales 

5869 

5165 

20056 

18666 

29432 

25050 

Other income 

155 

114 

1679 

1913 

80 

106 

Raw materials consumed 

1651 

1364 

8750 

9277 

22195 

18041 

Power and fuel 

234 

212 

2187 

1927 

1345 

1159 

Other manufacturing expenses 

,391 

445 

2469 

2201 

3411 

3107 

Labour cost 

1036 

946 

3635 

3396 

651 

544 

Other expenses 

765 

802 

2212 

2019 

1256 

992 

Operating profits 

1918 

1388 

2951 

2013 

1308 

1354 

Interest chauges 

235 

214 

1437 

1334 

495 

470 

Gross profits 

1683 

1174 

1514 

200 

813 

884 

Depreciation 

339 

280 

775 

679 

506 

629 

Profits before tax 

1.344 

894 

739 

-479 

306 

255 

Due provision 

655 

390 

— 

— 

68 

45 

Profits after tax 

689 

504 

739 

-479 

238 

210 

Dividends 

231 

173 

246 

_ 

87* 

92* 

LiabihlKs/assets 

Dud up capital 

577 

577 

1447 

1447 

455** 

455** 

Reserves and surplus 

1845 

1395 

2114 

1899 

1540 

1305 

Long term loans 

1014 

861 

4554 

4303 

1975 

1880 

Short term loans 

358 

323 

3657 

2486 

2325 

1820 

Other liabilities 

1821 

1551 

5192 

5660 

1354 

1129 

Gross fixed asset.s 

4031 

3619 

11376 

10865 

6312 

5821 

Accumulated depreciation 

2570 

2283 

6087 

5344 

3411 

2920 

Inventories 

1090 

1001 

5321 

4521 

2910 

2511 

Of which finished goods 

666 

694 

3144 

2677 

1561 

909 

Receivables 

1821 

1606 

3660 

2563 

989 

628 

Loans and advances 

186 

187 

1639 

2081 

652 

513 

Cash and bank balances 

970 

340 

894 

867 

461 

393 

investments 

81 

229 

162 

241 

333 

324 

Other assets 

-- 


— 

— 

5 

6 

Total liabilities/asseis 

5615 

4708 

16966 

15795 

8251 

7275 

Key financial ratios 

Turnover ratio 

1.05 

I.IO 

1.18 

1.18 

3.57 

3.44 

Return on sales 

28.68 

22.73 

7.55 

1.07 

2.76 

3.53 

Return on investment (*!%) 

29.97 

24.94 

8.92 

4.30 

9.85 

12.15 

Return on equity (^) 

28.44 

25.54 

20.75 

-14,32 

11.93 

11.93 

Earning per share 

119.31 

87.27 

51.06 

-33.09 

5.74 

5.04 

Dividend (%) 

40 

25 

17 

— 

20 

21 

Book value per share (Rs) 

419.48 

341.64 

246.07 

231.19 

47.13 

41.46 

Current market price 

5550 

— 

940 

— 

no 

_ 

P/E ratio 

46.64 

— 

18.41 

— 

19.16 

— 


* Rs 4 lakh preference dividend. ** Rs 40 lakh preference share capital. 
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tion rate of at low as 1-2 per cent in an 
item like hot rolled coils as compared to 
S-IO per cent in the case of domestic steel. 
Scope for such play of market forces can 
mean a more level playing field for 
consumers. 

SANDVIK ASIA 

Widened Product Range 

TWO of the companies in review here— 
Sandvik Asia and Mafatlal Fine Spinning 
and Manufacturing—conform to the 
trend of improved corporate results which 
is confirmed also by the current results as 
the companies have started announcing 
them for the year to March 1992. A third 
company, Amrit Banaspati does not quite 
do that in its results for the year to March 
1991. But this is not a reflection on the 
underlying trend of corporate results. Nor 
on the strength of Amrit Banaspati. The 
company did not come up to expectations 
only bemuse of the disorderly situation 
in north and north-eastern areas where its 
operations are located. Whatever change 
has since taken place in the law and order 
situation in these areas, it will be reflected 
in the company’s financial results for the 
year ended March 31, 1992. 

Sandvik Asia’s operations are backed by 
the foreign collaborator, AB Sandvik 
Coromant, Sweden, which is the world’s 
largest producer of cemented carbide, a 
powder metallurgical product possessing 
a unique combination of wear resistance 
and toughness, which Sandvik Asia 
employs in the manufacture and market¬ 
ing of high quality cemented carbide tools 
and tooling systems for use in metal and 
metallurgical industries in the country. 
The Swedish collaborator’s back-up has 
put Sandvik Asia ahead in its operations, 
with rock drilling products and mineral 
tools making headway again in 1990-91, 
wear parts maintaining steady progress 
and cutting tools, though lagging behind 
sales targets, faring better than in the 
previous year. 

The company launched during the year 
a wider assortment of multilayered coated 
carbides in turning operations which till 
then were considered as difficult areas of 
machining application. New ceramic 
coated grades were also introduced in 
routing tools areas. With that the com¬ 
pany established, as the directors report, 
a “closer interaction with all segments of 
the tooling industry’’. The directors 
observe in this connection that the market 
for TC hot rolls is fast expanding among 
steel plants and rolling mills while 
salpunite guide rolls, developed by in- 
house R and D, are attracting repeat 
orders within India as well as from 
abroad, and add significantly that the 
economic outlook is expected to improve 


in the wake of industrial and fiscal 
liberalisation, monetary reforms and 
changes in the Foreign Exchange Regula¬ 
tion Act. The 1990-91 results (see ubie) 
are only some measure of this sense of 
optimism of the management as Sandvik 
Asia appears well on the move under its 
managing director, Wilhelm Sebardt. 

MAFATLAL FINE 

Rapid Modernisation 

THE 1990-91 results of Mafatlal Fine Spg 
and Mfg are quite in line with the textile 
industry’s better turnout, as gross sales of 
the textiles division itself showed a marked 
rise from Rs 14,783 lakh to Rs 16,397 lakh 
while the turnover of the chemicals divi¬ 
sion recoided a decline from Rs 3,795 lakh 
to Rs 3,329 lakh due to new entrants com¬ 
ing into the market. But despite lower 
turnover profiubility of the chemicals 
division was maintained, according to the 
directors, while, helped by exports, the tex¬ 
tiles division increased profiubility. In¬ 
deed, the results showed a turnaround by 
the company, as it came back into the 
black in 19%-9I (see UbIe). 

The company is emboldened by im¬ 
proved export prospects to continue with 
rapid modernisation with an investment 
of Rs 30 crore. The programme covers in- 
sullation of air jet shuttleless looms, 
autocoro open end spinning and 
autoconer winding machines and other 
balancing equipment. Meanwhile, the 
company has received a letter of intent to 
manufacture Halon 1211 and 1301, pro¬ 
ducts used in the fire extinguishing in¬ 
dustry and extensively in defence 
esublishments. Their manufacture by the 
company will substitute imports and make 
a subsuntial contribution to the future 
profitability of the chemicals division. 
While the technology is developed by in- 
house R and D, the company is uking 
steps to establish alternative materials to 
those currently in use by it as required 
under the Montreal Protocol of safe pro¬ 
duction of Halon products. The company 
is keeping its options open in regard to its 
project in Iraq and Kuwait, work on which 
was interrupted by the Gulf war. Mean¬ 
while, the amount of foreign exchange 
earned by exports during 1990-91 was 
Rs 43.41 crore and the amount expended 
Rs 93 lakh. 

AMRIT BANASPATI 

Refined Oil to the 
Rescue 

AMRIT BANASPATI suffered on ac¬ 
count of political disturbances during 
1990-91 in the sutes of Punjab and UtUr 
Pradesh where its manufacturing plants 
are situated and which are its business 


territories in refined and vanaspati oil. 
Besides, the company did not stiU take to 
soya business, which has proved mote pay¬ 
ing and attracted new-comers in the edible 
oil field. It proposed to make up the 
lacuna by amending the memorandum of 
association to cover new business in¬ 
cluding not only soya, vegetables, fruits 
and foods, but also real estete and trading 
in chemicals, plastics and thermoplastics. 

By way of diversification of business, 
the company runs a paper unit, manufac¬ 
turing also wrappers, which during 
1990-91 achieved an all-time record pro¬ 
duction of 24,774 tonnes as against 19,428 
tonnes in the previous year. But the 
mainline business of vanaspati suffered. 
Frequent policy changes in respect of raw 
material supply and stringent stock con¬ 
trol regulations caused production of 
vanaspati to decline. Production was af¬ 
fected also 1^ a suspension of operation 
at the Ghaziabad factory. Vegetable pro¬ 
ducts including margarine showed a 
marked drop from 81,414 tonnes in 
1989-90 to 68,892 tonnes during 1990-91, 
although refined oil recorded an increase 
from 8,483 tonnes to 10,328 tonnes. 

All things considered, the company 
fared well in financial results, llimover 
showed a 17 per cent increase and pre-tax 
profits of 20 per cent. This was due to the 
strong presence in refined oil which the 
company has established in a large 
number of markets. With better focus on 
distribution and marketing, the company 
expects to improve its share in the grow¬ 
ing and profitable refined oil market. It 
is also renovating and modernising its 
vanaspati units with term loans from the 
Indu.strial Finance Corporation of India. 
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IN THE CAPITAL MARKET 


Pradeep Drug 

Pradeep Drug Company, promoted by 
S Mohanchand Dadha who established 
T N Dadha Phaimaceuticals, is an exis¬ 
ting company in the Held of bulk drugs 
and is earning profits already. It has a 
unit manufacturing bulk drugs like 
erythromycin, suiphasomidine and 
mebendazole at Mariamalainagar near 
Madras. It is now setting up Maduran- 
takam, also near Madras, a 100 per cent 
export-oriented unit for analgin, furose- 
mide and mebendazole which it will 
manufacture with the technology it has 
developed at the Mariamalainagar plant. 
Up to 74 per cent of production at this 
existing unit is itself l^ing exported, the 
exports going to countries like Germany, 
UK, Switzerland, Singapore, Thailand 
and Hong Kong. The company will 
secure taw material for the an^gesic 
drugs mostly locally. The project is to 
cost Rs^5.30crore and it is to be financ¬ 
ed mainly with equity funds excepting for 
a Ikmil Nadu government subsidy of 
Rs 15 lakh. The company is offering 
shares of Rs 2.47 crore to the public at 
par opening the lists for subscription on 
June 1. SBI Capital Markets and Fair- 
growth Financial Services are the lead 
managers of the capital issue With com¬ 
mercial production by March 1993, the 
export oriented unit is expected to make 
a head-start with the company having 
established itself in the export markets. 
And with its break-even point as low as 
37 per cent, the company expected to pay 
dividend in the very first year of 
operation. 

Rico Agroils 

Rico Agroils, promoted by Rico Auto 
Industries, which is a profit-making and 
dividend-paying company with a 
Rs 10.20 earnings per share on record, is 
setting up a solvent extraction unit, with 
flexibility to process 300 tonnes per day 
of soyabean or 400 tonnes per day of 
rapes^/mustard oilcake, at Chhatar- 
pura in Bundi district, Rajasthan, using 
locally available rapeswd and mustard as 
well as soyabean and saving freight on 
outside supplies. The company will be 
contributing to the country's foreign ex¬ 
change position, as the oil to be produc¬ 
ed will substitute imports, while the de¬ 
oiled cake has substantial export poten¬ 
tial. The project, under Rakesh Kapur as 
the managing director of the company, 
is slated for commercial production in 
June this year against October as had 
been estimated by the Industrial Finance 
Corporation of India. The project’s 
break-even point is estimated at 34 per 
cent capacity utilisation. The company 
expects to achieve 60 per cent capacity 
utilisation in the very first year and make 


a net profit from its operations. In order 
to part finance the project cost of Rs 980 
lakh, the company is offering 21 lakh 
equity shares of Rs 10 each (Rs 210 lakh) 
for cash at par, opening the lists for 
subscription on May 26. 

Autopal Industries 

Autopal industries is a promotion of 
Autolite (India) and D P Gupta, who 
promoted the latter company in the year 
1985, to take up manufacture of auto 
head lamps and halogen lamps with 
respective capacities of 9 lakh pieces and 
27 lakh pieces at a cost of Rs 4 crore at 
Gurgaon in Haryana and Jaipur in 
Rajasthan. Autolite (India) also is engag¬ 
ed in the production of these lamps, but 
for export markets, while Autopal 
Industries will cater for the domestic 
market. The Jaipur unit is to start pro¬ 
duction this June and the Gurgaon unit 
by October. The operations are expected 
to yield profits for 1992-93. The project 
cost of Rs 3.97 crore is to be met up to 
Rs 3.43 crore from share capital and the 
balance of Rs 55 lakh by a term loan 
from Punjab National Bank. The 
company is making a public issue 
of Rs 191.50 lakh on June 3, with 
PNBCAPS and CANFINA as the lead 
managers. 

Western India Sugar 

Western India Sugar and Chemical 
Industries (WISCIL), promoted jointly 
by Western India Industries, Western 
Paqes (India) and the Industrial Promo¬ 
tion and Investment Corporation of 
Orissa, is establishing an integrated sugar 
complex along with a five MW power 
generation unit at Kalahandi in Orissa. 
The project will initially produce white 
crystal sugar with an installed capacity 
to crush 2,500 tonnes of sugarcane per 
day. The toul cost of the project, 
estimated at Rs 4,700 lakh is proposed 
to be financed by promoters’ contribu¬ 
tion of Rs 865 lakh, issue of partly con¬ 
vertible debentures of Rs 1,700 lakh and 
non-convertible debentures of Rs 800 
lakh, deferred payment guarantee facility 
of Rs 510 lakh, lease finance of Rs 800 
lakh and state government subsidy of 
Rs 25 lakh. To part finance the 
Rs 47-crore project, WISCIL is entering 
the capital market with an issue of 15 per 
cent 16.15 lakh secured redeemable PCDs 
of Rs 100 each at par. The convertible 
Rmi a of Rs 50 of each PCD will be con¬ 
verted on the date of allotment into five 
equity shares of Rs 10 each at par. Part B 
of Rs SO each will be redeemed in three 
instalments of Rs P. Rs 17 and Rs 16 at 
the end of the seventh, eighth and ninth 
year respectively from the date of allot¬ 
ment Commercial production is scheduled 
for October 1993. For NRIs the issue 


opens on Mgy 18 and for the Indian public 
on May 25. The SBICAP and CANHNA 
are the lead managers to the issue. 

Bhiwani Synthetice 

Bhiwani Synthetics (BSL), promoted 
by Ram Lai Sahni along with his two 
sons Subhash Sahni and Shrawan Kumar 
Sahni, is setting up a Rs 32.7 crore 1(X) 
per cent export-oriented unit at Bhiwani 
in Haryana. BSL will manufacture 123 
lakh metres of fabric annually, of which 
indigo denim will constitute 55 per cent. 
Besides denim, BSL has identiHed the 
need for high value grey fabrics, twills, 
drills, poplins and sheetings of wider 
widths to cater to the needs of the export 
markets. BSL has entered into an agree¬ 
ment with Toyoto Ikusbo Corpomtion of 
Japan to buy back its entire production 
for a period of five years. The Japanese 
collaborator will, besides participating in 
the equity of BSL, provide all technical 
assistance on an ongoing basis and also 
help in selecting the best product-mix to 
meet international requirements. BSL 
has imported 84 air jet looms fitted with 
auto pick remover from Tkudokoma of 
Japan which will be complemented with 
12 Sulzer projectile looms. BASF of 
Germany will supervise i.nd provide 
technical services to further ensure inter¬ 
national quality requirements. To part 
finance its project, BSL is making a 
public issue of 15,10,000 equity shares of 
Rs 10 each for cash at par aggregating 
Rs 7.57 crore. The cost of the project 
estimated at Rs 32.70 crore is being 
financed through equity capital of 
Rs 15 75 crore and term loans and defer¬ 
red payment guarantees of Rs 16.95 crore: 
The subscription list will open on June 30. 
Canbank Financial Services and SBICAP 
are the lead managers to the issue. 

Libra Filaments 

Libra Filaments, promoted by 
Omprakash Jogani, is expanding the 
capacity of its texturised yarn plant from 
550 TPA to 1,100 TPA. The cost of the 
project is estimated at Rs 385 lakh and 
to part finance it the company is issuing 
36,00,000 equity shares of Rs 10 at par. 
12,00,000 shares are reserved for allot¬ 
ment to the promoters and the balance 
of 24,00,000 shares are being offered to 
the Indian public. The company’s paid- 
up capital will go up from Rs 40 lakh to 
Rs 400 lakh as a result of the issue. The 
public issue will open on June 8. Imple¬ 
mentation of the expansion project is 
under way. Erection of machinery is ex¬ 
pected to commence in June and com¬ 
mercial production in July. Fairgrowth 
Financial Services and Bank of Baroda 
(Merchant Banking Division) are the lead 
managers to the issue. 
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Calcutta Diary 

AM 

Do we, from this distance of ten thousand and more miles, quite 
grasp the implications of what happened in Los Angeles and 
beyond in end-April and early May? 


PRESIDENT George Bush could not be 
more forthright. In a civilised society, there 
can be, he said, no ewusc for murder, arson 
and vandalism that followed the veidict in 
the Rodney King case. Apparently in a 
civilised s&dety, there is still some excuse foV 
the kind of veidict that was handed down. 
Civilisation is to be defined unilaterally, in 
an altogether arbitrary manner; certain 
categories of acts and activities do not- 
behove a civilised society; others, such as 
those perpetrated by the four white 
policemen in lx>s Angeles, with the judge 
and the jurors laughing away the evidence 
of video tapes, and the president half- 
promising an enquiry into possible violation 
of civil rights, are to be regarded as the 
epitome of civilisation. We thus return to the 
parody of the Eliotesque cliche: after such 
judgment, what forgiveness? In the after- 
math of the riots, president Bush has 
doclared Los Angeles and its immediate 
vicinity to be a disaster area. He is, as usual, 
slightly off; the entire United States of 
America is a disaster area. 

It has been the most serious domestic con- 
vubion since the Civil Wsu one hundred and 
thirty years ago, and it will be, rest assured, 
henceforth a continuum. Every now and 
then, lives will be lost, eyes will be gouged 
out, property worth several billions of 
dollars will be burnt, or looted. The hatred 
and violence, besides, will escalate with the 
years. A supposed avilisation which denudes 
itself of all rationality and a minimal sense 
of shame cannot save itself from such a 
denouement. 

Do we, from this distance of ten thousand 
and more miles, quite grasp the implications 
of what happened in Los Angeles and 
beyond in end-April and early May? The 
wrath of the black populace, denied educa¬ 
tional and job opportunities for decades on 
end and subjected every day to a thousand 
indignities, turned not just on the whites; the 
lives and property of Asians and Hispanics 
too no longer belonged to the zone of im¬ 
munity. And for a direct, obvious reason. 
The twelve jurors who gave the thundering 
unanimous verdict of not guilty, not¬ 
withstanding the glaringest of evidence, and 
set the four white policemen free, were com¬ 
posed of ten white citizens plus one Asian 
plus one Hispanic. There was none from 
amongst the black community; were such a 
juror chosen, he or she would have been pre¬ 
judiced. The Asian juror, reports spread, was 
of South Korean extraction. The Koreans, 
settled on the fringes of downtown Los 
Angeles, could not escape from being at the 


receiving end of retribution set in motion by 
the blacks. It was catharsis of a savage 
dimension. Once the fearsome hatred took 
charge, invidiousness was out. The 
Bangladeshis too were laid about. Come the 
fire next time, it would perhaps be the turn 
of the Indians. 

At this distance of ten thousand miles and 
more, the phenomenon was encapsulated 
into snippets of newspaper stories aixl televi¬ 
sion pictures. Few comments have been com¬ 
posed so far on its deeper import or the 
causality underlying it. Consider, for 
example, the stance of the resident Indian 
population in the United States, now ex¬ 
ceeding one million. Given the impending 
relaxation of immigration laws, this number 
is likely to rise fast; by the end of the century, 
it might even reach three million or 
thereabouts, a ten-fold increase in the course 
of a bare quarter of a century. Most of these 
immigrants from India have the benefit of 
a superior educational base. They have 
travelled to the United States in search of 
the golden fleece. Their quest has been 
crowned with success. They have made it; 
their cup of contentment spills over. For 
them and their families, the waiting for the 
coveted green card was long and full of 
anxious, uncertain moments. All is however 
well that ends well. They have finally been 
received within the precincts of the 
American economy. They have, they assume, 
also been received within the precincts of 
American society, that is, the precincts of 
white American society. By virtue of their 
professional background or their aptitude 
in science and technology or in the upper 
reaches of this or that esoteric social science, 
these migrants from India, once the hassle 
over the green card is behind them, find it 
relatively easy to enter into the top income 
brackets, which few of the native black are 
able to reach. There are, alongside, those 
other Indians, businessmen and assorted 
soldiers of fortune, who escaped from Africa 
when confronted by the rising anger of the 
natives of the dark continent, whom they 
had exploited for generations. These Patels 
and Makhijanis had some difficulties at 
their first place of halt along the escape 
route. But. once more, all is well that ends 
well. They have found their haven in the 
United States. They have set themseli«s up 
in flourishing business activities all over the 
States. They have minted money, whether 
from running motels or from handling 
wholesale and retail merchandise. In income 
terms, again, they have climbed to the top 
of the heap. 


The amuenoe of the UMjau of ehher 
species shows ia tbe manaer fhey go about. 
They move into ihatgtduaivdy white residen¬ 
tial areas and gobble up real estate there. A 
black dtizen who has done reasonably well 
in life, by dint of merit and perserenmo^ and 
has attained more or less the same level of 
affluence, will not be as lucky; he will be 
refused real estate in the white zones. The 
Indians and other migrants of lighter 
pigmentation can cross the racial barrier. 
This success, and thereby their primary 
exclusion from contact with the black 
citizenry, sets up a chain of consequences. 
The Indians mix with only other Indians; 
also with the whites enjoying similar 
superior scales of income. It is, from then 
on, a stylised milieu. Their children go to 
schools where they study and play with white 
children alone. Their week-end shopping is 
in marts where the blacks are around, but 
not even as shop assistants, only as menials 
who clean the floors or push the carts. 
Children from Indian families are told by 
their parents to avoid contamination from 
black children; the latter are dirty, their 
speech is sloppy and ungrammatical, their 
manners are rough and crude BIsKk neigh¬ 
bourhoods are to be avoided like plague. 
There is a pervasive smugness in all this: we 
Indians must be very particular about our 
status in American society; our children 
must be made sufficiently conscious of the 
fact that they are ‘brown’, which sets them 
apart from the native black. True; they must 
integrate into American society, and fast. 
This integration however must be with only 
the white folk. In due season, the children 
would get married, or, in deference to cur¬ 
rent custom, choose to live in with partners' 
but they must get hitched with only while 
American boys or girls. Please, no Sydney 
Poitier syndrome, no scope of guessing who 
is coming to dinner. Entering matrimonial 
arrangements with the blacks is in¬ 
conceivable; that would be scandalous; 
worse, that would be the end of the world. 

It IS not simply the newly acquired class 
consciousness entry into American society 
has made possible that is at work. 1b be fair, 
class barriers are not that rigid in the 
American environment. Once you have 
made good, that is, made pots and pots of 
money, you will be allowed to move up the 
social scale. It is the racial barrier which is 
insuperable. In the case of the migrant 
Indians, there is an additional factor 
strengthening the racial prejudice. The 
mental baggage they have carried from India 
caiuiot be wished awi^. Most of the Indiam, 
who have done well in a professional or a 
technical job or in trade and business, hail 
from the so-called superior castes. Even 
though the locale is now the United States, 
the varnashnm continues to be the central 
ethos governing the Hindu mind. The 
matrimonial columns in the Sunday edhiona 
of the Indian newspapers provide dinching 
testimony of the motes of the expatriates 
lesktenl in the States. Fair, white skin is akin 
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Mack it dwdtMfiplk«<irtlw iolrikil oTtfae 
tcBiH, the jHrfnK The ndee of the cute 
fHoe lie writ kaom the Matnliwe and the 
i«io«e aephe to kieek into the cKhaKe fold 
of the bnhaiia eet, end, limilarly, ludho 
too^ dm to the inherited inferior complete 
eepiit to reach the higher rangee of caete 
moat imadniate to them The Indiani, once 
thegr artfoe in die Stalei, nOoer the rationali¬ 
ty of dw mnauAnmi. It ie not the first time 
in hhtorjr that thii haa happened. Sixty yean 
agm raaldam Indiana in Hitler's Oennany 
tried to curry hvour with the Nazis: the 
latter must be kind to them; they too were, 
after ail, Aryans, only somewhat bronzed 
off. living a couple of thousand years or 
moR under the tiopicai sun has given them 
one or two ectra coatings of tan; they were 
nonetheless m enthusiastic standard-bearers 
of the philosophy embedded in theswastika 
as the Nazis thetnacivea were; just consider 
the closeness of the German language to 
dassiral Saiukrit. An identical behavioural 
process is at work in Los Angeles and 
Chicago and New Ybrk and Houston: we 
Indiana, who have made good in the States, 
are creme de la creme of the vamashram 
system back home; we belong to the superior 
castes; our own imtinct tells us that the 
blacks do not quite belong; despite the 
so-called civil righu revolution of 1954 and 
all that crap, the blacks are richly deserving 
of a segregated, caged-in existence. It is with 
a tinge of pride that Indians settled in the 
United States will inform, in confidence, the 
white; affluent American householder, their 
next-door neighbour, that they vote the 
straight Republican ticket. Ronrild Reagan 
was the man after their heart. 

Of late, tbernego is much puffed up for 
yet another reason. They are the non; 
resident Indians the government of India is 
running after. The bolsheviks have lost even 
in their own backyard; the New Delhi ad¬ 
ministration, which had, over the past silly 
wasted forty-odd years, experimented with 
some wild variant of bolshevism, has come 
to its senses. It has finally admitted the 
superiority of the American dream, and 
begun to pay proper homage to the in¬ 
vincible power of the American concept of 
all-out love for the market. The worth of the 
NRls has at long last been recognised in the 
land they have contemptuously and despair¬ 
ingly left behind. The wealth they have ac¬ 
cumulated under the free, open sky of the 
great United Stiues of America is now avidly 
stxight by the government of India. A feeling 
of immense satisfaction descends on the 
psyche: wc; the NRls, constitute a superior 
tribe; the envy of the nation we have chosen 
to forsake. 

This feeling distorts their perspective 
ftstther on American soil. What commenced 
as an autosuggestion has transformed itself 
into an obsession; be superior, feel superior, 
think superior. From this, it is but one short 
stop to the next tube station; be white, feel 
white; think white 

If you have already started to consider 


f 

yoeuadves as behmgitig 10 wWls ipscim 
little reason existt for the nathe blaeks iM 
to take you at your ftme value So; the next 
occasion the conflagration cngulft the 
United States, the Indiaru win be plaoed in 
the same slot as the whhqn, theh hoeaes and 
stoics loo win be the target of soaMmagrdfl- 
centliboating arson, they loo win be victims 
of mercUess physical assaults, and at the 
icodviiig end of the same undihite^ hate that 
is directed at the white population. 

As the United States iom its technological 
war to Japw, its economy wUI shrink, job 
opportunities will drop, scams and scandals, 
im^ving both money and conventionid 
morels, wiU multiply, social tension wiU 
interuify. Children of white families, either 
out of the boredom of affluence or on 
account of the prospect, if not the direct 
experience, of a reversal of this affluence, 
will take to drugs or to weird suicidal cufts; 
the children from Indian households will 



the ndao^ Ma^ CoammaitK b«nfl of 
wealth bid posaeiiing enoraMus pbyiical 
power and die courage wMch co rn ea ftom 
the confidence of occupying a siverior 
moral ground, will ftigitten the dayUi^ 
from out of the native whites. At a certain 
juncture; it wiU be ftiU-scale civil war, with 
no quarters eitbhr sought or given. Who 
knows, in course of tinu; the bla^ militants 
in the States might even join up with the 
expioited-beyaiid-description. long-suflering 
people in L^O Ameri^ Africa and What 
Asia. It will be touch and go, thie culmina¬ 
tion is totally unpredtetable at this stage. 
Where will tlte children of our NRls be in 
the midst of that war? Will they, faithhrlly. 
keep drawing water arid hewing vvood for the 
whitcy^ or will they suddenly wake up and 
do some atonement for the situ committed 
by their parents? It is indeed a fascinating 
speculation. 


POLICY WATCH 


muting for the Rains 

JM 

A remarkable aspect of the currait economic reform strategy of 
the governmait is that while it purports to aim at a yirttul 
overhaul of the entire economy whidi is expected to revolutionise 
its working, there is little serious considaation of agriculture. 
Relying solely on the price incentive may well lead to a situation 
in which prices keep rising while growth impulses in agriculture 
remain low. 


THERE is an air of foreboding about the 
unfolding food situation in the conidois of 
power in New Delhi. Firunce ministry of- 
fidals are going around saying that the mon¬ 
soon is crucial to the sucoew of the *ieforms', 
and concern is being otpressed more general¬ 
ly not only about the monsoon but also 
about whether , the Public Distribution 
System (PDS) can be maintained given the 
likely quantum of procuiemenL The finance 
minister is reported to have achanged sharp 
words at a recent cabinet with the agriculture 
minister regarding wheat imports. And. 
although the minisier for food and civil sup¬ 
plies shares the viewpoint of the agriculture 
minister that such imports are urmecessary, 
his own offldais seem to be aotemely wor¬ 
ried about how the food situation can be 
managed in the coming months with the cur¬ 
rent low food stocks unless procurement 
picks up or imports are rcsoried ta 
The immediate background to this is the 
widespread feeling that, it would be a mirade 
if there were a fifth good monsoon in a row. 
and also the realisation that footlgrain 
stocks, espedally of wheat, are perilously 
low ^because of low procurement and high 
offtake last year dea^ a record crop) and 
are not being replenished adequately this 


year. This year’s wheat procutanent needs 
to be around 10 million tonnes, 2 miDfon 
more than last year’s actual. But nx- 
withstanding a harvest two weeks earlier 
than last year, current procurement upto 
mid-May vras 1.6 million tonnes less dian on 
the cortcaponding day in the previous year. 
Moreover, for one reason or tlte other, plam 
to import wheat have been effe^vdy 
stymied, and, despite much advice to this 
effect, no decision has yet been taken to buy 
ftituies optkms even as time is rutming out 
since such a move would make sense only 
if a deal is struck before the monsoon 
actually reveals itself. 

And yet, there is also a wUff of smugneu 
in the tur which alone can explain why so 
little is being done; despite so much talk 
about an impcncBng food crisis, to guard 
against a possible tragedy. Ind^ some 
cynics go so for as to suggest that the cur¬ 
rent economic mandarins are not necessarily 
averse to the possibility of a drought this 
year because this would provide the prefect 
encuae with which to deflect critkiam fcam 
thcirpoUdeswIridicootinaetocaiiatlMpd- 
ship and have yet to shew mnch by the way 
of any positive result. This suspicion vres 
leinforoed recently when a prominent 
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economist'tiinieiMmmHicimt wait lo br u 
to suggest that the nthcr poor pafonnaooe 
of the economy in l99Un was due mainly 
to a poor crop that year—although the crop 
had been wdl above the long>run tiendl And 
credulity is stretched even further because 
this apparent concern about the importance 
of a^cultuie for the rest of the economy 
does not seem to have led to any thinking 
on a possible long-run policy for this sec¬ 
tor, even as there is ^>paient atrophy about 
the short-run policy stance on food security. 

Indeed, one of the most remarkable 
aspects of the current econmnk reform 
strategy of the government is that, while it 
purports to be a virtual overhaul of the en¬ 
tire economy which is expected to revedu- 
tionise its working, there is effectivdy no 
serious consideration of agriculture The 
lack of official comment and the absence 
of any systematic approach to the agrarian 
question and to the possibilities of raising 
productivity in agriculture in future are 
noteworthy not only because they mark a 
departure from the past, but brause of 
chimged government perceptions about what 
really matters in the economy and how 
growth patterns can be altered. In the 
liberalising worldview, most economic 
problems can be resolved by a greater 
recourse to markets and allowing the price 
mechanism 'free' play. PresumaUy, a similar 
position governs the attitude to agricultural 
growth, in that it is supposed that relative 
price movements and profitability ratios will 
be sufficient to ensure that supply respoh- 
siveness in agriculture will lead to higher 
rates of growth. Not only is the price factor 
seen as dominsmt, but it is assumed that 
deregulation and withdrawal of subsidies, 
exchange rate flexibility and reduction of 
government intervention in the agricultural 
economy are the best ways to achieve the 
desired price movements. This ‘hands-ofr 
policy towards the agricultural sector has of 
course to be tempered by political reality, in 
the shape of the strength of the rich farmer 
lobby and other factors, but it seems to be 
the chief mode of thinking in the present 
government. 

This agricultural non-strategy of the 
government merits serious concern because 
the basic structural and other problems in 
this sector have by no means bocn resolved. 
While the trend rate of growth of agri¬ 
cultural output over the 80s has been more 
than satisfactory, this was mainly due to the 
sharp increase in output in 1988 when an ex¬ 
cellent monsoon broke a period of relative 
stagnation during 1983-87. After 1988, out¬ 
put seems to have reached a higher plateau 
during the subsequent four years of above 
normal monsoon, but there appears to be 
little in terms of a sustained growth impetus, 
with the output in 1991-92 likely to be less 
than that in 1989-90 despite a similar mon¬ 
soon. And within this not very remarkable 
aggregate output growth, there are a number 
of disturbing tendencies with implications 
for current output and future growth 
potential. 


The fint is the inoeasiiig regkmal ocm- 
ccntraiion of growth in output and ma ritad 
surplus, in a contect in which there were 
alr^y severe regional inequalities at the 
beginning of the decade. The south and west 
have been performing badly in tesms of both 
foodgrain and cash crop output, especially 
compared with past performance The nor¬ 
thern region has become even more domi¬ 
nant in the production and marketing of 
foodgrains. (Xher than this, only some parts 
of the eastern r^on, in particular West 
Bengal, show any signs of dynamism in agri¬ 
culture Indeed, ^Xfest Bengal, with agrawth 
rate of 7 J per cent per annum in agricultural 
value added—thm times the naticmal 
avenge—can be described as the agricuhiinl 
success story of the eighties. And this has 
important lessons for policy, because of the 
signiflcance of tenancy reforms, decentralis¬ 
ed and village-level planning of infrastruc¬ 
tural investment and conscious attempts to 
improve minor irrigation sources as maior 
planks of this success. Despite this perfm- 
manca the basic all-India picture is one of 
significantly greater regional inequalities 
within agriculture This reflects a maior 
failure of the government in encouraging a 
horizontal spread of growth, which was the 
explicit aim at the begiiuiing of the decade. 

The second disquieting feature is that such 
growth in output as has occurred has not 
come from any extension of cultivated area 
through more intensive cropping. Rather, 
land-use intensities have remained stagnant 
or have even fallen, putting all the onus of 
impetus to growth on yield increases. At least 
to some oitent this reflects a long-term pro¬ 
blem of degradation of land due to overcrop¬ 
ping and other ecological misuse. This is a 
feature which is likely to become even more 
marked in future, and points to the crucial 
need for much more investment in wasteland 
development and developing lab-to-farm 
outreach now almost non-existent in most 
dryland areas. Additionally, minor irrigation 
works are threatened as groundwater tables 
are falling in a number of r^ons, requir¬ 
ing more effective local control over aquifers 


and the devdopment trf better watenhed 
manatemcnL Afl theae win teqdre dme; and 
will succeed only if local institutions are 
allowed to develop and be given adequate 

Thirdly, while output growth has been 
tolerable if not remarkaMe in the 80s, 
agricultural investment has shown a 
downward trend, with such investment down 
in real terms by aimost 20 per cent since the 
peak reached in 1978, This has occurred 
deqnte a terms of trade improrement Ibr the 
agricultural sector; and is mainly attributable 
to a decline in public investmeht in agri¬ 
culture. There are strong linkage effects and 
evidence of Crowding in’ of private with 
public investment in agriculture,-and the 
decline in public investment in agriculture 
per se and in rural infraMructure thus has 
both direct effecu and indirect effects 
through the concomitant decliiK in private 
investment. This has disturbing implications 
for the future pattern of growth, especially 
given the longer term processes of ecological 
and soil degradation which are likely to 
affect agricultural inoductivity in hitura 

Fburtbly, as a result of reduced public 
investment and the consequent reduction in 
the horizontal spread of infrastructure, 
Indian agriculture has also become pro¬ 
gressively more dependent on intensive use 
of current inputs, such as ferdlisers and 
pesticides, in the already developed regions. 
So strong is this effect, especially for fer¬ 
tilisers, that today the principal determinant 
of short-run yield changes are the use and 
pricing of this input. In the 80s, the data 
show an almost perfect negative correlation 
between the price of fertiliser relative to 
foodgrains and the foodgrains yield per hec¬ 
tare, with the latter having an dasbdty of 
over 0.5 with respect to the former. This 
extremely large sensitivity of output to the 
real fertiliser price reflects not only the 
increased commercialisation of input use 
among farmer's but also the feet that other 
sources of growth have been much more 
muted during the 80s than earlier. An im¬ 
portant corollary of this is that, unless the 
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other gioirtll impulm we restored thiough 
ttepped-up public imestment in necessary 
areas, any rise in fertiliser price is likely to 
have a serious adverse impact on yield and 
output. 

It is dew from all this that the agricultural 
sector is by no means in a suffidentiy 
healthy state to allow the government to be 
complwent about Hs prospects. A systematic 
strategy is required, without whicb agri¬ 
culture is likely to fece continuing proMems 
of rising costs and falling input productivi¬ 
ty. The government seems to be aware of this 
at least with regard to the need to develop 
and improve oilseeds cultivation (probably 
because of the high cosu of import) and in 
this sphere some degree of success has been 
achie^ in recent years. But for all other 
crops, and for the sector as a whole, there 
appears to be sublime unconcern about the 
indpient problems and the need to formulate 
strategies to overcome them. And, even more 
significantly, the current economic polides 
of the government are such as to aggravate 
further several of these problems, as well as 
to reduce the standard of living of large sec¬ 
tions of the agricultural community. 

Consider one of the basic elements of the 
stabilisation-cum-adjustment package: the 
reduction/eiimination of subsidies. This 
means particularly fertiliser subsidies, which 
have already been cut significantly in the last 
two union budgets. It is true that such sub¬ 
sidies ate partly transfers to an inefficient 
domestic fertiliser industry. But, since the 
strategy seems to be to raise domestic fer¬ 
tiliser prices to cover the higher cost of 
domestic fertiliser production, it remains 
likely to have a negative impact on fertiliser 
use by fanners, with coitesponding effects 
on yield. Simply allowing procurement 
prices to rise along with the price of this par¬ 
ticular input is no real solution because fer¬ 
tilisers are now widely used for the cultiva¬ 
tion of crops which are not covered by 
government procurement, as also by groups 
of farmers whose output is marketed only 
to a limited extent. In any case, what matters 
from the point of view of output is the ratio 
of fertiliser price to the product price, and 
maintaining this in the face of higher fer¬ 
tiliser price would require larger increases in 
output price than is being talked about as 
compensation for the resulting loss of 
farmers’ incomes. The simple fact which is 
being lost sight of is that in order to main- 
tam relWivt prices unchanged in the face of 
a one-rupee cut in the government's fertiliser 
subsidy bill will require almost a 10-rupee 
transfer to fwmers from consumers, main¬ 
ly the poor. Clearly, the attitude towards fer¬ 
tiliser pricing has to be a much more careful 
one which takes into account all the implica¬ 
tions for agiicultural production and for 
food-security. The oft-repeated ‘mantra’ that 
such subsidies are necessarily bad ignores 
historical and present examples of most 
agriculturally successful nations. 

However, there would not be any real 
cause for concern if cuts in input subsidies 
were balanced by an increase in public 


investment in agriculture and on rural 
infrastructure, and if greater attention was 
being paid to the oM but still relevant iuuc 
of agrarian reforms. Public investment, pw- 
ticulariy in irrigation, etc; hw been the main 
motire force behind output apansion in the 
past, and there is a case to Ire made for a 
trade-off between cutting input subsidies 
and more iniblic investment. Moreover, the 
West Bengal Bcamplf, where value added has 
grown fester than gross output contrary to 
the trends dsewhere; suggests that greater ef- 
ndency in input use is possible through 
reform and devolution. Yet, the unfortunate 
reality is that both fertiliser subsidies and 
public investment are being cut simul¬ 
taneously, with almost no concern for either 
devolution or agrarian reform. 

Capital spending by the union government 
is being slashed, with a major squeeze on 
agriculture-reiatcd investments by the cen¬ 
tral government. Furthermore, the enective 
decliiw in financial transfers to the states will 
affect the states’ ability to increase or main¬ 
tain investments in agriculture, a state sub¬ 
ject Of course, resources are scarce and need 
to be raised. But there is little sign of any 
co-ordinated effort by the centre and the 
states either to lap rural surpluses through 
a landholding tax or to raise electricity tariffs 
and irrigation charges, all of which being 
more in the future of ftxed costs would af¬ 
fect agricultural output less than increased 
fertiliser price or reduced public investment. 
And if any further disincentive to private 
agricultural investment is required, this 
would be provided by the implemenution 
of the recommendation of the Narasimham 
Committee that loaiu to priority sectors 
(including agriculture) need account for only 
10 per cent of bank lending as compared to 
40 per cent today. Essentially all this means 
that investment in agriculture, which has 
already been declining over the past decade, 
is likely to fall further, with adverse conse¬ 
quences for output growth. 

Can the government afford to ignore this 
possibility? Or, to put it in another way, how 
important is the performance of this sector 
for the overall success of the government’s 
economic strategy? There is, of course, the 
obvious point that agriculture continues to 
be the largest employer of the workforce, 
and that productivity increases here are of 
nuqor weight in the economy. But it has also 
been noted that over the SOs the rest of the 
Indian economy has become progressively 
less dependent on the behaviour of agri¬ 
cultural output. This is evident from the fad 
that the period of relative stagnation in 
agricultural output 1983-87 was nevertheless 
marked by high growth rates in non¬ 
agriculture, and the earlier dependence of 
aggregate economic growth on the behaviour 
of the monsoon seems to have diminished. 
There are two major reasons for this: first¬ 
ly, the decline in and current low levels of 
employment elasticity of output of non- 
agricultural sectors, which means that in¬ 
creased output in industry and services does 
not involve a commensurate increase in the 


draand for irafe food*, particularly food- 
grains. And secondly, the felling shm a^ 
stagnation of the traditional agro-taased in¬ 
dustries, which implies that agricultural raw 
materids now play a lest significant role at 
industrial inputt than earlier. The boom sec¬ 
tors of the 80s—chemicals, consumer 
durables and hi-tech services—have very 
little linkage to agriculture Despite this, 
however, the importance of agriculture can¬ 
not be wished away easily, and a fall in 
agricultural output can still have severe 
native implications for the ecomw^, both 
in terms of output and inflation. 

Indeed, what is striking about the 
aperience of the past decade is that despite 
the declining dependence of non-agricuitural 
sectors on the performance of agriculture; 
the prices of agricultural goods—and 
especially food—have risen faster than the 
general price level. This has meant a rever¬ 
sal of the earlier terms of trade movement 
agaiiut agriculture, and has also gone 
against the international trend of a world¬ 
wide movement of terms of trade against 
agriculture That this increase in agricultutal, 
particularly food, prices did not have an 
unbearable inflationary implication was 
partly because of the tendency described 
above of weakened inter-sectoral linkages, 
and partly because of the way the procure¬ 
ment and public distribution systems func¬ 
tioned. Government procurement of food- 
grains was more than adequate, the procure¬ 
ment prices were typically close to the 
market prices and ckHnestic prices were also 
close to world prices so that there were fewer 
specitlative pressures, and the PDS worked 
to some extent in the urban areas to keep 
the prices of essential foodgrains under 
control. 

Recent policy changes have altered these 
particular equations as wdl. Devaluation 
and the partial cortvertibility of the rupee 
(wherein foodgrains exports and imports are 
to be at the -market rate) have niade the 
intertMtional prices of food much higher in 
rupee terms, fuelling expectations of rising 
domestic food prices. This in turn has led 
to pressures on the government to allow such 
increases inunediately so that farmers share 
the gains and that these are not reaped en¬ 
tirely by traders. This is rdready clear from 
farm lobby demands, supported by militants 
in Punjal^ that Indian farmers should be 
paid at least as much per quintal as the 
government pays in rupee ternu for any 
import of wheat At the same time; the pro¬ 
curement system and PDS are being affected 
'by Fiscal pressures which have meant real 
cuts. The government is currently caught in 
a bind: an increase in the procurement price 
would be a signal to fanners to hoard in an¬ 
ticipation of further increases; no increase 
would adversdy affect procurement and thus 
the government’s ability to control food 
prices through the PDS; imports of food- 
grains are now rendered difFicult because of 
the spiralling rupee costs given high world 
prices and falling rupee, values. 

Of course, the IMirld Bank-4ype argument 
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in this connection would be that the very riie 
in domestic agricultural prices would pro¬ 
vide an incentive to fanners who would be 
stimulated to greater production and invest¬ 
ment. And, in a related but separate contect, 
the commerce ministry is touting the Dunkel 
Draft on the Uruguay round of GATT talks 
as beneficial to India because world 
foodgrain prices will rite as a result and 
India will emerge as a significant apmter, 
presumably because domestic prices will be 
allowed to rise and this will increase produc¬ 
tion and restrain consumption. One ^fficul- 
ty with this line of reasoning is that if 
manipulation of relative piket were the only 
necessary corrective; it would be far more 
efndent to influence input rather than out¬ 
put prices, especially when the latter feeds 
into other prices in the economy. And, more 
significantly, relative prices alone are not 
sufficient to ensure agricultural growth. The 
experience in India as well as in t number 
of other developing countries has been that 
other non-price factors, especially tech¬ 
nology (which, incidentally, the GATT pro¬ 
posals will make more expensive to acquire), 
public infrastructural investment and institu¬ 
tional changes are far more significant in af¬ 
fecting production conditions and output. 
Relying solely on the output price incentive 
may lead to a situation in which prices keep 
rising but growth impulses in agriculture re¬ 
main low. 

All this may or may not embarrass a 
government whose looseness in economic 
thinking is matched only by its imper¬ 
viousness to advice or oiticism, but the con¬ 
sequences for the poor in the country are un¬ 
doubtedly serious. As almost all studies of 
poverty in India show, this deadly combina¬ 
tion of rising prices and decelerating out¬ 
put growth will almost certainly affect 
adversely the standard of living of those 
whose main item of consumption is food, 
and the poorest groups in the country- 
landless agricultural labourers, marginal 
farmers and urban unorganised workers— 
will face significant cuts in their real 
incomes. The real victims of this strategy of 
relative neglect of agricultural investment 
and output, and rising food prices, will thus 
be those who are already living at the very 
margins of survival. 

The only ray of hope in this gloomy 
scenario is that, despite the improbability of 
a good monsoon for a fifth year running, 
the Meteorological Department's prediction 
continues to be that of a normal monsoon. 
Also, a different prediction by certain 
economists at Delhi's Institute of Economic 
Growth from graphical methods applied to 
past rainfall data suggests in fact that 1992 
may see better than normal rainfall. If so, 
the rural poor will be spared somewhat in 
the short run. But even so, inflation may 
continue to be high because of poor procure¬ 
ment and an inappropriate trade policy, and 
future agricultural growth retarded for the 
reasons already recounted. In that case, the 
government will be even more hard pressed 
than now to explain its policy failures. 


OBITUARY 

D S Tyagi 

vs Vyw 

IN the untimely death of Devendra Singh 
'Qiagi hit numerous friends haveloetawaRa- 
hearted and generous person, and the coun¬ 
try has lost one of its most insightful and 
sane economic advisers. 

The extronely difficult task of setting of 
price policy for the agricultural sector hat 
become even mme difficult in the present cir¬ 
cumstances when the degree of raticmality 
is inversely rdated to the extent of populari¬ 
ty. Devendra IVagi pnformed this difficult 
task with remarkable success without com¬ 
promising the long-term interests of the 
country, and the people who truly constitute 
the agricultural sector. 

Devendra IVagi was a student of statistics 
who drifted to agricultural economics after 
spending a short period as an education 
planner. His real interest in economics and 
his contributions to economic analysis 
started with his career at the Agro-Economk 
Research Centre at Vallabh Vidyanagar. By 
fortuitous coincidence a group of very bright 
young persons had assembled in Vidyanagar 
in the early and mid-60s. IVagi made his 
mark in this select group in no time: It is 
there that his life-long friendship with 
persons like N S Jodha. V N Mishra, 
Gunwant Desai and other similar-minded 
persons was forged. 

At the prompting of his friend, M B Buch, 
himself an eminent educational planner, 
TVagi decided to do his PhD in economics. 
I had the good fortune of being his PhD 
guide, a relationship which soon blossom¬ 
ed into deep mutual respect and trusted 
comradeship. His PhD work, on supply 
response in agriculture, completed in the 
mid-60s, was far ahead of his time, at least 
in India. For the First time in this type of 
exercises, he explicitly brought in the role of 
‘risk' and ‘expectation’ in farmers' response 
to price changes. Similar innovation 
characterised his other works. The study on 
the impact of new technology on small 
farmers, which he conducted with two other 
colleagues, opened new vistas in rural 
development and technology policy. The 
same applies to his later studies on rural 
poverty and on food security, each a path- 
setter in its own field. 

In the late Ms he joined the State Dading 
Corporation at the request of Jaikriahna, its 
chief economist. Though he stayed in STC 
for a short period of time, it was a useful 
experience for him. It added a new dimen¬ 
sion, namely, aspects of international trade; 
to his understanding of the agricultural 
economy of this country. 

His next appointment was with the 
Agricultural l^ces Commission (APC) 
where he truly found his home and made his 
distinguished contributions for nearly 20 
years. Dharam Narain and I cemstituted the 


commission at that time. 1 had a say in 
lyagi’s appointment in the APC. I left the 
APC toon thereafter,.1Ught from the begin¬ 
ning IVagi impressed Dharam Narain, 
himself a very good judge of tident, and he 
supported 1)ragi all through his tenure. 

Not only with Dharam Narain but with 
ail subsequent chairmen, with Kahlon, 
Alagh, Bhalla and Johl, all dis^ngulshed 
scholars but different types of personalities, 
IVagi’s relationship was extremely cordial 
both at the personal and the professional 
levels. Mme importantly, be could defend his 
views and more often than not bring his 
chairman to see the merit of his arguments. 
All these friends can narrate several such 
examples. The reason he could do so suc¬ 
cessfully was mainly because of a very 
unusual combination of a sense of realism 
and a sharp analytical faculty. Added to that 
was his very amicable personality. Not only 
with scholars who had strayed into the field 
of policy-making but also with the season¬ 
ed bureaucrats and hard core politicians, 
with whom IVagi had to deal progressively 
more as he advanced m his careei; eventually 
becoming the chairman of the Commission, 
he could take a position and defend it to the 
hilt. Even notoriously abrasive politicians, 
some of whom occupied ministerial posi¬ 
tions in departments lyagi had to deal with, 
found it difficult not to take him seriously. 

His basic approach to agricultural inice 
policy was that agricultural growth was a 
pre-condition for the overall growth of the 
economy and a pre-condition for improve¬ 
ment of the marginalised sections in rural 
society. He did not believe in ‘squeezing’ 
surplus from agriculture. But what distin¬ 
guished his approach from the agricultural 
fundamentalists was two-fold. On the one 
hand, he was fully aware of the role of 
technology and of its contribution to in¬ 
creasing net returns to producen. He wanted 
prices to play an important role in attending 
technology in difficult areas and maiginalis- 
ed sections. Secondly, he was cognisant of 
the frictions in the economy caused by 
imperfections in the markets and short¬ 
sightedness of politicians. TherefoR; he had 
no hesitation in insisting on positive in¬ 
terventions, e g, provision for food security 
for the dis^vantaged sections through the 
public distribution system or through 
employment guarantee. 

While his views were not very popular 
with the radical left among the Indian 
economists, be could also not be identified 
with the World Bank-IMF types, ffet all of 
thdm had to respect him for his intellectual 
inl^ty and bis understanding of Indian 
reality. One cannot ignore a very capable 
person who b also a decent human being. 
But some mad ones can, of course, kill him. 
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COMI^NTARY 


Tribal Question in Assam 

Moninil Hussain 


The tribals of Assam, particularly of the Brahmaputra valley, have 
historically contributed towards the emergence and growth of the 
Asamiya nationality and its language, literature and composite 
culture. A large number of tribals have identiHed themselves fully 
with the Asamiyas and have even given up their mother-tongue/ 
dialect. The tribals in no way pose a threat to the identity of the 
relatively advanced Asamiyas. In fact, if any group in Assam faces 
an identity crisis, it is the autochthon tribals. 


THE nationality question or in a wider sense 
the ethnic question is very complex in north¬ 
east India in general and Assam in par¬ 
ticular. Against the backdrop of the repeated 
reorganisation of Assam since early 1960$, 
transfon^ation of four tribal-dominated 
districts into three small tribal states, i e, 
Nagaland. Meghalaya and Mizoram, the 
operation of the Sixth Schedu^ reservation 
of seats and other constitutional as well as 
political measures, the nationality question 
has remained a perpetually burning problem 
in Assam. The Assam movement 1979-85 
and the present tribal movements in the 
Bodo-dominated areas in the northern bank 
of the river Brahmaputra and in Karbi 
Anglong and North Cachar Hill districts 
fundamentally reflect the compl« nationali¬ 
ty question in Assam. An attempt is made 
here to understand the contemporary tribal 
question in Assam vts-o-vis the Asamiya 
nationality question. 

At the outset it would be pertinent to state 
that there arc broadly two groups of tribal 
populations in Assam, i e, the autochthon 
tribals and the non-autochthon tribals. The 
first category can again be subdivided into 
two distinct groups, i e, the tribals of the 
plains and the tribals of the hills. AH of them 
arc recognised as scheduled tribes. The non¬ 
autochthon tribals include various tribal 
groups which migrated mainly from the 
Jharkhand area during the colonial period 
in search of livelihood as plantation labour 
for Assant’s growing tea estates. These non¬ 
autochthon tribals are not recognised as 
scheduled tribes in Assam though the same 
gfoups are recognised as scheduled tribes in 
the states of their origin [sec Hussain, 1989 
and 1992]. However, our discussion here is 
confined to the autochthon tribals of Assam 
only. 

Historically speaking, the hill tribals of 
north-eastern India were neither a part of 
India nor of Assam prior to the British 
colonisation of the region. However, dif¬ 
ferent tribes living in the north-eastern hill 
region had some trade relations with the 
neighbouring people of the Brahmaputra 
vall^. They maintained their own distinct 
tribaJ culture, tradition, taboos and social 
systems which were quite different from 


those of the people of the valley. The major 
hill tribals of undivided Assam were Nagas, 
Mizos, Khasis, Garos, Karbis and Dimasa 
Kachans. They had their own small states 
which were perpetuated without significant 
interference from outside. This was due to 
their location in the areas geographically 
isolated and different from the Brahmaputra 
valley. Almost all the tribals are held to be 
the remnants of primitive or ancient 
Mongolian migrants to this region. They 
established themselves in their present 
homeland in the remotest past. Needless to 
say, the tribals are undoubtedly the original 
natives of Assam. Even in the non-tribal 
dominated Brahmaputra valley today, it was 
the Bodo-Kachari tribals who created the 
first culture and civilisation and in a real 
sense they are the first natives of the valley 
(Hussain. 1987: 13291 
Since independence, Assam has seen ex¬ 
periencing several tribal movements— 
peaceful and violent and a combination of 
the two—signalling the very complex pro¬ 
blem of the national minorities within the 
Indian social and political system. These 
movements are yet to be studied in depth. 
As a part of the resolution of issues raised 
by the tribal movements, Assam experienc¬ 
ed several reorganisations leading to the 
drastic reduction of its size from 1,47,624 sq 
km to 78,525 sq km. In spite of reorganisa¬ 
tion of the Naga Hills districi as Nagaland 
in 1%3, the Lustuq Hills district as Mizoram 
in 1972, and the United Khasi and Jaiantia 
Hilb district and the Garo Hills district 
together as Meghalaya in 1969, Assam con¬ 
tinued with a substantial tribal population 
both in the hills and the plains. Besides, 
some tribes which have attained their own 
states, like Nagas, Khasis and Garos, etc, are 
still found in good number in Assam. The 
tribals continue to form an important com¬ 
ponent of Assam’s demography, society and 
polity. At present there are two hill districts 
in Assam—Karbi Anglong and North 
Cachar inhabited mainly by the Karbis and 
the Dimasa-Kacharis respectively. These two 
districts have their own distria councils 
under the provisions of the Sixth Schedule 
of the Indian Constitution which has pro¬ 
vided the hill tribals with some autonomy 


in managing their tribal society. However, 
this privilege was not extended to the [Bains 
tribals. This happened because the hill 
tribals “were acknowledged to be entirely 
separate from the non-tribal people in the 
plains, the plains tribes were seen as yet 
another sub-nationality of the Assame^’ 
[EPW. 1988: 2243]. Therefore, the major 
tribes of the plains like the Bodos, the Rai^ 
the Mishings, the Sonowals, the Jiwas and 
the Deuris did not get the autonomy as pro¬ 
vided to the hill tribals under the pnovisioiu 
of the Sixth Schedule. 

Ikble 1 shows the scheduled tribes popula¬ 
tion of Assam in 1971. The census was not 
conducted in Assam in 1981 because of op¬ 
position from the leadership of the Assam 
movement and the detailed data of the 1991 
census are yet to be made available. 
Therefore, we are compelled to depend on 
1971 census data. According to this census 
report, Assam had a tribal population of 
I6,06,M8 and their percentage to the total 
population of the state was II. In spite of 
the exclusion of many tribals from present 
Assam, the tribal population in Assam is 
still very significant both numerically and 
percentage-wise In the plains, Bodos, 
Mishings, Sonowals, Ravas and Tiwas have 
demographically occupied the first, second, 
third, fourth and fifth positions respective¬ 
ly. These tribals stand at uneven levels in 
relation to one another in terms of social, 
cultural, economic and political develop¬ 
ment. Besides, their levels of assimilation 
with and exclusion from the Asamiyas also 
vary drastically. For example, Sonowals and 
the Meches of Upper Assw have complete¬ 
ly assimilated and identified with the 
Asamiyas. Bodos have developed their 
language in Oevnagari script which is now 
the medium of instruction up to secondary 
school level in the Bodo-dominated areas. 
Mishings have recently adopted the Roman 
script for developing their language From 


Table 1: Scheduled Tribes Population 
IN A$.s\m, 1971 


Name of the Tribe 

Population 

Bodo/Bodo Kachari 

6,10,459 

Kachari, including SonowaS 

1,93,619 

Mishing/Miri 

2,59,551 

Rava 

1,38,630 

Tiwa/Lalung 

95,609 

Deuri 

23,080 

Mon (Thi-speaking) 

964 

Barman of Cachar 

13,210 

Chakma 

395 

Dimara Kachari 

35,342 

Oaro 

9,139 

Khasi, Jaiantia/Synteng 

6,487 

Hajong 

386 

Hojai 

3,380 

Kuki 

13,524 

Mech 

2,570 

Karbi/Mikir 

1,77,194 

Naga 

8,481 

Others 

1,329 

Ibtal 

16,06,648 


Source: Census of India. 1971, Assam. 
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1986, the Mishing Isngiuge hu been in* 
troduced at the primary level in the Mishing- 
dominated areas. Deuris, Tiwas and Ravas 
have adopted the Asamtya script for 
developing their respective languages. 
Though some of the plains tribals have 
become very conscious about their distinct 
identity and language, all of them have been 
contributing very signiHcantiy to enrich the 
composite Asamiya culture, language, 
literature, arts and nationality. The late 
Bishnu Prasad Rava, a tribal communist 
leader, became a towering ilguie in modern 
Asamiya performing arts like music, theatre 
and cinema. Even staunch anti-communists 
had to accept the communist Rava as the 
‘Kalaguru’ of modem Asamiya culture. 
Medini Mohan Choudhuri, a Bodo tribal, 
contributed remarkably to the enriching of 
modern Asamiya literature. Such examples 
are numerous. However, the tribals have ex¬ 
perienced a very distorted process of social 
transformation both in colonial and post¬ 
colonial Assam. 

In order to comprehend the tribal ques¬ 
tion, it is necessary to go back to the col¬ 
onial period. Though there are some limita¬ 
tions in the data provided by the first ever 
census conducted in 1872, we may with some 
reservation refer to the data provided by that 
census as a starting point in order to unders¬ 
tand the overall tribal demographic situation 
and its transformation over the last one hun¬ 
dred years in Assam proper, that is the 
Brahmaputra valley. Ihble 2 shows that in 
1872 the number of plains tribals was 
4,43,117 out of the Brahmaputra valley’s 
total population of 19,69,650. The percen¬ 
tage of tribals was very significant, 22.5. 
Except Sibsagar district, all other districts 
showed a percentage of above 23 in 1872. 
Over the last one hundred years the popula- 
tion.of the plains tribals in the Bndunaputra 
valley increased from 4,43,117 in 1872 to 
13,28,743 m 1971. However, their percentage 
in the total population decreased drastical¬ 
ly from 22.5 in 1872 to 10.7 in 1971. All the 
districts of the Brahmaputra valley have 
registered very high rates of decline in the 
percenuge of tribal population. How do we 
explain this? Was it due to the inclusion of 
non-autochthon tribals from the Jharkhand 
region that the percentage of tribals in the 
Brahmaputra valley was so high in 1872? 
The answei is no. When we look into the 
census data we find that only very few non¬ 
autochthon tribals were included and their 
number did not exceed 4,000 out of a total 
of 4,43,117 [Hunter, 1879: 30, 113, 181, 236, 
307 in vo! I and 33 in vol II]. During 
1872-1971, the tribal population in the valley 
increased less than three-fold compared to 
a more than six-fold increase in the total 
population. This difference cannot be fully 
explained by the increasing rate of migra¬ 
tion into Assam from outside. Many of the 
tribals identified fully with the Asamiyas 
and totally gave up their original tribal 
identity. Besides, the ongoing process of 
sanskritisation, particularly during the pre¬ 
colonial period, absorbed many tribals into 
the caste-fold both in the ‘shakta’ (sivaite) 


and the ‘vaisnavaT forms of Hisduiim in the 
Brahmaputra valley. 

In the absence of a well-developed or a 
developing language of their own the tribals 
of the Brahmaputra valley had to accept 
Asamiya as the medium of instruction at tiK 
school level. This educational process 
energised the assimilation and formation of 
a composite Asamiya culture and nationali¬ 
ty. From the late 19th century, Asamiya 
became the mothertongue of many tribals 
in the Brahmaputra valley and obviously 
those who continued with their tribal 
dialect/language as their mothertongue also 
knew the Asamiya language. Asamiya as a 
language of education, market and occhange 
and as a lingua franca of inter-tribal com¬ 
munication was well-entrenched in the 
Brahmaputra valley. Under such a situation, 
the tribals largely accepted the Asamiya 
language. Hence, the tribals of the 
Brahmaputra valley were regarded as in¬ 
separable sub-nationalities within the larger 
composite Asamiya nationality. 

In Assam, the number of tribals has 
always been larger than the speakers of tribal 
languages. Figures in Ihble 3 and Thble I are 
indicative of this trend. Even in 1971, out 
of 16,06,648 tribals only 10,99,008 spoke 
tribal languages. Roughly one out of three 
tribals do not speak tribal languages. It is 
obvious that all of them have accepted 
Asamiya as their language and thereby have 
increased the number of Asamiya speakers 
in the Brahmaputra valley substantially. It 
is not the Asamiyas but the tribals who are 
losing gradually their identity. The loss of 
tribal identity in the Brahmaputra valley has 
always been the gain of Asamiya nationali¬ 
ty. A simple comparison between Ikble I 
and Ihble 3 would reveal that the total 
population of Bodos and Sonowals together 
st(^ at 8,04,078 (Ihble 1) and the number 
of speakers of their languages was however 
5,33,713 (Ihble 3). Thus one-third of Bodos 
and Sonowals had apparently given up their 
tribal language by 1971. Similarly, out of 
2,59,551 Mishings only 1.77,226 turned out 
to be the speakers of the Mishing language. 
Nearly SO per cent of Deuris do not speak 
the Deuri language. Among Tiwas only one 
out of 10 speaks the Tiwa language. Those 
who have given up their tribal language have 
identified more strongly with the Asamiya 
nationality and its composite culture 

During the Assam movement, particularly 


In its earlier phases, the leadership of the 
movement did not specify their role and 
position vis-a-vis the autochthon tribals. At 
one stage, the All-Assam Students’ Union 
demanded the abolition of the constitutional 
safeguards provided to the tribals. On the 
other hand, innumerable journalists and 
even some social, scientists, because of in¬ 
adequate understanding of Assam’s specific 
hiriory and society, have directly or irvdirect- 
ly bracketed the tribals even of the 
Brahmaputra valley in the non-Asamiya 
category. Needless to say, the tribals are the 
first native or indigenous people of Assam. 
Those who supported and sympathised with 
the Assam movement and its goals very sub¬ 
jectively failed to understand the plight of 
Assam’s first natives, the tribals. With the 
exception of a few political leaders and a 
very small elite section, the tribals have 
perpetually experienced not only an identity 
crisis in Assam but also economic exploita¬ 
tion and social, cultural and political oppres¬ 
sion. The tribals too suffered heavily along 
with the others in the anti-election violence 
in 1983. Some of the plains tribals had to 
pay heavily for their participation in the 1983 
elections to the state legislature. 

Are the tribals of Assam Asamiyas or are 
they individually isolated tribals separated 
from the Asamiyas? This is a very complex 
question to answer at this juncture as most 
of the tribals of Assam arc seeking very 
seriously to establish their distinct identity 
independent/autonomous horn the Asamiyas; 
Besides being Indians, the tribals of the 
Brahmaputra valley had two inseparable 


Tabi f. 3; Numbfk of Speakfrs of Tribal 
Languages or A.ssam 1971 


Languages 

No of Speakers 

Bodo (including Sonowals) 

5,33.713 

Mishing 

1,77,226 

Rava 

32,400 

Tiwa/Lalung 

9,954 

Deuri 

12,190 

Karbi/Mikir 

1,91,354 

Dimasa 

33,507 

Garo 

76,004 

Hmar 

10,483 

Khasi 

20,082 

Kuki 

5,098 

Mizo 

4,001 

Naga 

7,124 

Total 

10,99,008 


Source: Census of India, 1971, Assam and 
Government of Assam [1986: 26-31]. 


Table 2: District-Wise Tribal/Scheduled Tribe Population and Their Percentagf 
TO Totai Population of the Brahmaputra Valley, 1872-1971 


District 

Total Population 


fVibal Population 



1872 

1971 

1872 

Percentage 

1971 

Percentage 

Goalpara 

4.07.714 

22,25,103 

97,732 

24.00 

3.08^87 

13.90 

Kamrup 

5,61,681 

28,54,183 

1,29,781 

23.10 

2,98,090 

10.45 

Darrang 

2.36,009 

17,36,183 

76.094 

32.25 

1,85,640 

10.70 

Nowgong 

2,56,390 

16,80,895 

81.770 

31.90 

1,25,115 

7.45 

Sibsagar 

2,96,589 

18,37,389 

29,352 

9.90 

1,25,311 

6.85 

Lakhimpur 

(including 

Dibrugarh) 

1,21,267 

21,22,719 

28,388 

23.40 

2,86.300 

13.50 

Brahmaputra' 4 

valley 

19,69,650 

1,24,56,477 

4,43,117 

22.50 

-83,28.743 

10.70 


Sourer. Computed from Hunter [1879] based on 1872 Census and Census of India, 1971, Assam. 
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siinultaneously; one a* tribal/ 
fthnir groupi like Aboms, Oiudyu or Kodi- 
Raibonahis, and the other as an iniepanble 
part of the larger Asamiya nationidlty. The 
plains tnbals have been enriching Asami^ 
literature customs, aru and drm 
patterns very agnificantly. They together 
with other groups of the Asamiya nationali¬ 
ty participated in the national movement for 
fteedbm. Though the national movement 
was relatively weak in Assam’s hill region, 
in the plains the tribals revolted against 
coionial rulers as early as in 186] [Guha, 
1977; 6-7, also see Kakoti, 1988]. it is 
impossible to isolate the colourful tribal 
elements from the composite Asamiya 
society, culture, language and nationality. 

Any perceptive observer will find that the 
tribals of Assam are in no wayxreating any 
problems of identity for the Asamiya 
natiorudity. On the contrary, the tribals have 
been enriching the Asamiya nationality in 
various ways. It is the tribals who are 
experiencing an identity crisis in Assam 
wUch is very real. The tribals have remain¬ 
ed as the most oppressed group in Assam, 
together with the non-autochthon tribals of 
Assam’s tea-plantations and the Na^Asamiya 
Muslims. However, the political response to 
their oppression and backwardness has been 
qualitatively different from the response of 
the other oppressed communities of present 
Assam. The tribals have become very con¬ 
scious of their position and are gradually 
building up their moveraent/struggle based 
on thtir ethnic/tribal identity. The tenden¬ 
cy of general tribalism in the sense of repuls¬ 
ing social, political and economic moder¬ 
nisation is absent among the tribals of 
Assam. The increasing political mobilisation 
is mainly aimed at overcoming their socio¬ 
economic oppression and cultural backward¬ 
ness and attaining more political power and 
autonomy within the present system. 

The remaining hill tribals of Assam, the 
Karbis and Dimasa-Kacharis, are building 
up a movement for the creation of an 
autonomous state within the state of Assam 
[Hussain, 1987: 1329-32]. The Bodos ate 
demanding 'Udayachal' or Bodoland, a state 
or a union territory for the Bodos and 
political autonomy for all the tribals of 
Assam in their respective areas of habitation. 
Unlike the hills tribals, the plains’ tribals— 
even the single largest group among them, 
the Bodos—diu not get any protective 
facilities like autonomy or an autonomous 
district council to manage their affairs. The 
kiffkial’ imposition of Asamiya language on 
the tribals had recoiled on itself. The tribals 
of the Brahmaputra valley had already ac¬ 
cepted the Asamiya language at the school 
level voluntarily, but its official imposition 
made them suspicious about the motives of 
the high-caste-dominated Asamiya leader¬ 
ship. In the hill areas this became an impor¬ 
tant rationale for the separate hill state 
movement From the late sixties onwards the 
plains tribals too became gradually con¬ 
scious of their ethnic identity. They started 
articulating their identity to gain political 
poMT uid ro overcome their socio-economic 
backwardnm and oppression. The Assam 


movement and the aftermath of the Assam 
Accord of 19^5 further sharpened the iden¬ 
tity consciousness among the tribals, both 
in the remaining hill areas and the plains. 

The emerging tribal movements virtually 
transformed the 1991 eieaions to the sute 
Ulislature and to the Lok-Sabha into a 
rrferendum on their demands, i c; creation of 
Udigachal/Boddland and an autonomous 
tribal state in the remaining hills of Assam. 
The pro-Udayachal/Bodoland All-Bodo 
Students’ Union (ABSU) and the Bodo 
Peoples’ Action Committee (BPAC) can¬ 
didates won all the eight seats in the state 
legislature and the lone seat in the Lok 
Sabha from the Bodo-dominated areas. 
Similarly, the Autonomous State Demand 
Committee (ASDC) emphatically won all 
four seats in the state legislature and the lone 
Lok Sabha seat from Karbi Anglong. The 
leadership of the tribal movements very 
remarkably demonstrated that their 
movements have solid mass base and the 
issues raised by them are not ignorabic. 
These issues are yet to be resolved. However, 
the issues and the problems raised by the 
United Liberation Front of Assam (ULFA) 
are receiving more attention and urgency at 
present, it would be unwise to ignore the 
fundamental character of the tribal ques¬ 
tions raised by the popular tribal 
movements. 

The tribals have perpetually experienced 
the problems of land alienation, poverty in¬ 
debtedness, severe unemployment, economic 
exploitation and cultuiid and political op¬ 
pression. Limitations of space do not permit 
us to go into the details about these problems 
faced by the tribals, we will only highlight 
a few cases to illustrate the plight of the 
tribals in Assam. The govemment of Assam 
created 37 tribal belts and blocks, ostensibly 
to protect the plains tribals and their land 
from intrusions by non-tribals at the time 
of independence (Govenunent of Assam, 
1974: x). However, in 1973-74,2,000 hectares 
of periodic patia land changed ownership 
from tribals to ineligible non-tribals in the 
protected tribal-belts (Govemment of Assam 
1980: ii]. About 1,000 hectares of govern¬ 
ment land was encroached upon during the 
same period in the tribal-belts by non-tribals 
[ibid: ii] From his investigations, a smor 
administrator-cum-scholar found that in the 
two remaining hill districts while formal 
transfer of land to non-tribals is minimal, 
actual transfer is very large; temporary 
alieiuuion of lands from tribals to non- 
tribals, in the shape of ‘paiks’, ‘sukti’, 
’bandhak’, ’khoi’ and ‘mena’, etc, is increas¬ 
ing at an idarming rate [Singh 1987: 1002]. 
A report presented in the state legblature on 
Aoril 5, 1979 specified some of the crafty 
maCihinisms evolved by vested interests to 
alienate the tribals from their land 
[Govemment of Assam, 1979]. There are 
also numerous cases of land alienation from 
tribals in which the state govemment itself 
was involved. In a memorandum submitted 
to the president of India, the Plains IHbals 
Council of Assam (PICA) specified several 
cases in whic^ state government agencies 
were involved in depriving tribals of their 


land in the tribal belts to accommodate non- 

tribals [FTCA, 1967], Even Assam’s capital 
toi^hip, Dispur, was built on a cluster of 
tribal villages near Guwahati dty. The in¬ 
creasing urbanisation in and around 
Guwahati has forced a good number of 
tribals, particulmly Karbis and Bodos, to sell 
their buid which came under or near the dty 
boundaries. This has pushed them to the in¬ 
terior places. Land alienation has made a 
large number of tribals Jiomeless in their 
own homeland. The number of landless 
peasants among the tribak is increasing alar- 
min^y and perhaps is the highest among the 
various groups in Assam. 

The problem of land alienation has 
pushed the tribals deeper into poverty, 
unemployment and the debt trap. The 
government admits that the planning and 
land reform polides adopted under the con¬ 
stitutional provisions to safi^uard the 
tribals’ sodo-economic and cultural life have 
been either neglected or implemented in¬ 
differently due to resistance from vested in¬ 
terests [Government of Assam, 1974; 79]. 
The same has been the case of autonomy 
provided through the Sixth Schedule It also 
"failed to provide the much needed protec¬ 
tion to the tribals in the absence of political 
will on the part of caste Hindu Assamese” 
[Gohain, 1988: 32]. 

Industrial underdevdopmeni andthe very 
slow pace of urbanisation have blocked the 
possibility of improving employment 
avenues in the non-agricultural sectors. It is 
mainly the state government and its jurious 
agendes which havO remained the sole/ 
major source for providing employment out¬ 
side the agricultural sector. Even here, 
educated tribals are finding it diffkuh to get 
thdr due share. The umemployment situa¬ 
tion has affected both educated and un¬ 
educated tribals. However, the Asamiya 
bourgeois press has been largely succ^ful 
in grossly distorting the situation by creating 
an image of ‘privileged tribals in state 
employment’. The real situation is however 
very different. 

Ihble 4 presents some interesting data on 
the backlog of scheduled tribe and scheduled 
caste employment in state government ser¬ 
vices. The govemmt nt kept nearly 10,000 
jobs meant for scheduled tribes in abeyance. 
It is difficult to believe that the government 


did not 

find an 

adequate 

number of 

Table 4: Backlog of Posts Reserved for 
Scheduled Tribes and Scheduled Castes 


IN Assam, 1988 


Category/ Scheduled 

Scheduled Scheduled 

Class 

Tribes 

Tribes 

Castes 


Plaiiu 

HilU 


I 

409 

316 

28S 

11 

287 

404 

139 

III 

3,S46 

2.496 

1,032 

IV 

1,192 

911 

124 

Tbtal 

S.334 

4,129 

1,380 

Sourer. 

The Assam 

THbune, 

27.3.1988. As 


dis c lose d by Thanenvar Bon\ minister 
for welfare of plains tribes and 
backward classes, Government of 
Assam, in the Assam legislative 
assembly. 
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qualified tribais. The staggering backlog of 
jobs for tribais in the state services signifies 
the plight of Assam’s tribais in the high-caste 
dominated government and bureaucracy. 
The tribais are not only facing unemploy¬ 
ment under the present socio-economic 
system but are also experiencing unending 
discriminations in getting their limited but 
rightful place in society. Most of the educa¬ 
tional institutions in Assam are dominated 
by the high caste Asamiyas. Even Gauhati 
University which served the fribals of the en¬ 
tire north-eastern India till the early seven¬ 
ties had to wait for a long time to find a 
scheduled tribe member of the faculty. Ac¬ 
cording to a report, the Guhati University 
has only one scheduled tribe faculty member 
out of 267 faculty members at its post¬ 
graduate campus (Gauhati University, 1987: 
12-21]. While analysing the root of the pre¬ 
sent phase of tribal separatism a perceptive 
scholar has observed that “the educated 
tribal youths felt that they had been left out 
in the cold as the Assamese cornered the 
lucrative jobs and monopolised ad¬ 
ministrative power" (Gohain, 1988: 32]. 

In spite of certain constitutional 
safeguards, the scheduled tribes of Assam 
have by and large remained educationally 
backward. The Asamiya high caste stereo¬ 
types of the tribsils have been not a little 
responsible for the alienation of tribais. 
Because of the perpetuation of such stereo¬ 
types even in institutions of higher learning, 
tribal students in such multi-ethnic and 
Asamiya-dominated educational institutions 
silently suffer severe mental torture. This 
makes them resentful of both the educa¬ 
tional system and the relatively advanced 
Asamiyas. It is worthwhile to recollect that 
the Bodos launched a massive movement for 
the recognition of the Bodo language and 
the adaptation of the Roman script for their 
language in 1974. The movement was brutal¬ 
ly suppressed by the state government with 
the help of the police and the CRP. The 
All-Assam Students’ Umon (AASU) and the 
bourgeois Asamiya press tacitly supported 
the brutal repression of the Bodos. The 
Bodo language attained the status of 
medium of instruction in primary and 
secondary schools after a long struggle. 
Though the Bodos succeeded in securing 
officially the rightful place for their 
language, their success was severely qualified 
by the pathetic plight of Bodo medium 
schools. Schools which accepted Bodo as 
medium of instruction have been facing 
severe discrimination from high-caste educa¬ 
tional planners and administrators. Most 
Bodo schools are understaffed and ill equip¬ 
ped to meet the challenge of tribal educa¬ 
tion. Schools which have adopted other 
tribal languages as medium of instruction 
face a similar situation. In the hill areas, the 
state government has largely left it to the 
Christian missionaries to educate the tribais, 
very much like its colonial predecessors. 

The tribais of Assam, particularly of the 
Brahmaputra valley, have been historically 
contributing towa^ the emergence and 
growth of the Asamiya nationality and iu 
language, literature and composite culture. 


A large number of tribais have identified 
themsdves fully with the Asamiyas and have 
even given up their own moth^tongue/ 
dialect. This is clear from the census data 
presented above Even those who would like 
to maintain their tribal identity cannot be 
distinguished fully from the Asamiya 
natio^ty. In fact, the tribais of ^ 
Brahmaputra valley are in a real sense sub¬ 
nationalities within Asamiya nationality. 
Simply put, a plaitu tribal is not a tribal 
alone, he is an Asamiya and an Indian 
simultaneously. The Assam movement very 
successfully brought the problem of the 
Asamiya identity crisis into sharp focus 
pushing the very fundamental question of 
the tribal identity crisis into oblivion. 
Needless to say, tte tribais are in no way 
threatening the identity of the relatively 
advanced Asamiyas in Assam. This is 
historically impossible Rather, they have an 
impressive record of enriching Asamiya 
nationality and its culture If any group in 
Assam has been facing the problem of an 
identity crisis, it is obviously the autochthon 
tribais. They have remained socially, 
culturally, economically and politically 
exploited and the most oppress^ group, 
together with the non-autochthon tribais of 
Assam's tea-plantations and the Na-Asamiya 
Muslims—a predominsmtiy peasant com¬ 
munity. The official imposition of Asamiya 
language backed by powerful social 
movements led by the Asamiya bourgeoisie 
have made the tribais suspicious about the 
motives of the relatively advanced high 
castes. The tribais too have become con¬ 
scious of their distina identity, have started 
reviving their dormant language and advan¬ 
cing it as their ethnic symbol to assert their 
rights in their historical homeland through 
political mobilisation. Paradoxically, the 
Asamiyas have been their reference group. 
The social movements to assert group iden¬ 
tity or language by the relatively powerful 
and advanced Asamiyas have given birth to 
new social movements among the weaker 
national minorities or small sub-nationalities 
like the tribais in Assam. However, the ob¬ 
jective situation is such that even if the 
tribais succeed in asserting their distinct 
identity through language or political 
autonomy or even separation from Assam, 
the tribais of the Bralunaputra valley would 
still continue to remain an inseparable com¬ 
ponent of Asamiya nationality which they 
too have enriched so remarkably. These 
tribais just cannot give up the Asamiya 
language even if they turn against Asamiya 
high caste oppression. Asamiya as a 
language in Assam, more particularly in the 
Brahmaputra valley, is the most popular 
language, well accepted among various 
ethnic groups and its status as the lingua 
franca for inter-tribal communication is 
established. Once official and social com¬ 
pulsion is removed, the Asamiya language 
is likely to gain more acceptability and 
vigour. Besides, it can hdp head the iitjuries 
inflicted by Asamiya chauvinists from time 
to time on their own mothertongue. The 
autochthon tribais of Assam, who are the 
first natives in real sense, deserve to be 


treated with respect and gieatar oiidar* 
standing. Their right to thoir traditional 
land, forest, language Kiipt, cultiwA 
economic development and poUtienl 
autonomy deserves better imdintaadiiii 
from the relatively more advanced Ammlyns. 
A democratic solution to the tribal priUiBH 
vi^a-v(r the Asamiya natkmaUty snMu sen- 
ly enriched both the tribais and the 
Asamiyas. However, at this juncture the 
main hurdle is the middle dau ieadenl# 
and the absence of a progressive ideology 
and strong mass organisations capable of 
leading the masses of tho various 
nationalities towards a truly democratic 
solution. 

(The author thanks K L Sharma of School of 
Scocial Scienaes, Jawaharlal Nehru Univerthy; 
New Delhi, for his valuable commenta on an 
earlier draft of this paper.) 
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Sugarcane Cutters 

Between Field and Factory 

K Jothi Sivagnanam 
C Ri^ndran 

A report on the struggle of sugarcane cutters in two districts of 
Thnul Nadu to establish their identity as seasonal factory workers. 


THE Karumbu Vettum Thozhilalargal 
Sangam (KVTS) represents an emerging 
labour movement in Ikmil Nadu which 
has created new avenues for the un¬ 
organised agricultural labourers through 
its revolutionary strategies. 

The movement was formally in¬ 
augurated on February 4, 1990, when 
sugarcane cutters organised themselves 
under the KVTS banner. The Social 
Action Movement has played a signiHcant 
role in the formation of KVTS but the 
Sangham is not afniiated to any political 
party (on January 25, 1991). Out of some 
20,000 skilled labourers engaged in sugar¬ 
cane cutting spread to over 700 villages in 
two districts, namely, Chengaiputtu MGR 
and Thiruvannamalai Sambuvarayer, the 
KVTS has successfully organised 12,000 
labourers. 

Although sugarcane cutters are agri- 
cultural workers, their working condi¬ 
tions, i e, the nature, skills, quantum of 
labour they put in and the high risk (of 
snake bite, insect bite, accidents, etc,) arc 
quite different from that of the other 
agricultural labourers. Apart from cutting 
the sugarcane, the workers have also to 
load the cane in the lorries. After back¬ 
breaking labour from dawn to dusk 
generally cutters have to stay/sleep on the 
fields waiting for the arrival of the lorries, 
and the perilous loading operations often 
begin after midnight. The risk of ac¬ 
cidents due to fatigue is high—the cutter 
could fall off the lorry or he faces the risk 
of snakebite or the cane load could fall 
on the cutter. According to a KVTS func¬ 
tionary “in the past two years three cut¬ 
ters have died and 13 have been seriously 
injured and most of the injured have not 
been able to come back as cane-cutters 
because of the hard physical labour re¬ 
quired for the task”. For all these even¬ 
tualities there is no compensation in any 
form either from the cane producer or 
from the sugar factory. The real tragedy 
is that the wages are not commensurate 
with this game of life and death. Even 
worse, wages are paid not by ‘rupees per 
hour/day* but by ‘rupees per tonne* which 
complicates the quantification of labour 
uaed since that depends on the variety of 
sugarcane which varies in length and 
thickness. This variation in the sugarcane 
is not reflected in the uniform wage rate 


which in turn paves the way for more ex¬ 
ploitation of surplus labour power. 

The nsk, workload, substandard wages, 
the indifference of the state government 
towards evolving a criterion to fix 
minimum wages and the resultant com¬ 
plications have mobili.sed workers and sus¬ 
tained the struggles for implementation of 
minimum wages 

The KVl'S resolved to fight for the 
following demands Firstly, cane-cutters 
must be treated by sugar mills as ‘seasonal 
factory labourers' and be given wages by 
the mills themselves at the rate of Rs 60 
per tonne I'he KVTS sub.stantiates its 
demand by refening to the co-operative 
sugai mill in Mayiladuthurai, which 
makes direct payment without however 
assuming the cutters to be ‘factory 
labourers’. Secondly, cutters be given 
bonus, compensation in case of acadents/ 
death and separate wages for loading 
operations when the cut sugarcane is 
transported to the mills. The crux of the 
demand is “we are in the domain of ex¬ 
change between field and factory and we 
mu.st be treated as seasonal factory 
labourers", a cane-cutter explained. 

In the present set-up, the cane-cutters 
are not in lavoui of implementing the 
existing minimum wages because it is ‘too 
minimal’ and is not commensurate with 
the quantum of labour expended. Further, 
some considerable percentage of cane- 
cutters are marginal landholders and in 
their case they cannot afford to pay their 
cane ^utters the wages they are asking 
from the lastory. In the light of this situa¬ 
tion, the KVTS does not want to tax its 
own members Above all, since the main 
demand i.s not just a wage-hike but achiev¬ 
ing the identity of seasonal factory 
workers, the KVTS is against receiving 
any wages from the cane producers. 
Karunakaran. Icadev of the union, made 
it clear that “this is not the struggle 
against the individual cane producen but 
against the management of the F'adaalam 
sugar factory”. 

KVTS launched its first strike {kathi 
thodda porattam) on Oaober 26, 1990, 
the day on which the Padaalam Co¬ 
operative Sugar Mill proposed to start its 
cane-crushing. When the KVTS ap¬ 
proached the factory management, they 
refused to talk to the union. The union 


succeeded in bringing the CTushing opera¬ 
tion to a stand-still for seven days. 
Desperate to run the factory, the manage¬ 
ment requested the union to give them 
time to consider their demands and to 
convey the same to the government. After 
the expiry of the given time, the KVTS 
realised that it was a false promise made 
to break their strike. 

As the next step, KVTS organised a 
massive rally at Madras on April 22,1991 
to demonstrate its strength to the govern¬ 
ment and a conference was held on the 
same day in which around 10,000 cutters 
took part. The former state minister 
Anoor Jagadeesan, the pro-workers 
lawyer Chandru, IPF functionaries 
T S S Mani, Ragavaraj, CPI functionary 
M James, Francis Zavier, president 
Padaalam Sugar Faaory Workers Union, 
and P K K Krishnaswamy Reddiyar, presi¬ 
dent of Sugarcane Producers’ Association 
participated and expressed their solidari¬ 
ty with KVTS. A memorandum was also 
given to the state governor. 

However the state government did not 
entertain as binding demands for direct 
payment, bonus, risk compensation, etc, 
and the overall response from the govern¬ 
ment was far from satisfactory. The com¬ 
missioner of sugar, M K Thyab told a 
reporter, “This is the thin end of the 
wedge. We have nothing to do with the 
cane-cutters. We don’t want to. When our 
very viability is in question because of the 
conditions in the sugar market, we can’t 
dream of taking on any additional respon¬ 
sibility!’ When he was asked, “But what 
would you do if because of the proposed 
strike, cane arrivals arc affected?” he 
replied “let us wait and see.” 

This waiting ended on November 11, 
1991, the first day of the 1991-92 sugar¬ 
cane crushing season in Thmil Nadu. 
About 10,000 KVTS members, catering to 
the needs of the l^daalam sugar factory 
in Chengaiputtu MGR district went on 
strike for JO days unmindful of their own 
sufferings. Although the factory manage¬ 
ment iried Its best to run the lactory. 
It was an abortive attempt and the loss in¬ 
curred by them has not been disclosed. 
But once again the factory management 
succeeded by giving some ‘off-the record' 
false promise and the strike was with¬ 
drawn. “The main reason which forced us 
to withdraw our agitation is the sufferings 
of our members due to the strike”, 
Karunakaran clarified. “But this is not an 
end; just a beginning. We propose to con¬ 
duct a ‘mass-fasting’ by May 1992 in 
front of the district collectorate, Kanchee- 
puram!’ Ibday the KVTS has penetrated 
into 700 villages in Chengaiputtu MGR 
and Thiruvannamalai Sambuvarayer 
districts to organise the unorganised 
labourers and the workers arc prepared to 
face any eventuality to achieve the logical 
end, i e, establishing their identity as 
seasonal factory workers. 
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Satyajit Ray^s Films 

Precarious Social-Individual Balance 

Amareth Misra 

While invoking a liberal bourgeois affiliation of the classical 
variety, Satyi^it Ray remained critical of the type of capitalism 
evolving here and made explicit his aversion to the greed and the 
anti-humanist and pro-technology biases of the system. Not 
surprisutgly, he occasionally gravitated towards the left and tried 
to locate his aesthetics within the middle classes, but here both 
the objective state of his society and bis own history stood in 
the way. 


THERE will, doubtless, be no dearth of 
well written obituaries in the wake of 
Satyiyit Ray’s demise Yet, for those who 
had come to identify themselves spiritual¬ 
ly with the works of the master the sad 
event has been accompanied by a sober 
realisation of the ironical fact that Ray got 
the highest recognition of his career when 
his contemporary relevance was increas¬ 
ingly coining into question. The present 
moment is pregnant with the real 
possibility of Ray being canonised as the 
‘relic of a bygone era’ though his legacy 
still remains largely unassessed or out of 
bounds for many. 

When the aspirant from Bengal was just 
embarking on his cinematic journey, the 
film scene was largely domiiuted either 
by the tenets of Hollywood or by the 
aesthetics of neo-realism. While the 
former strove to establish an ‘identifica¬ 
tion’ with a ‘concrete', asocial, ideal hero 
placed almost ‘mythically’ amidst a ‘con- 
aetd; ahistorical ‘setting’, the latter invited 
the audience to ‘participate’ in the every¬ 
day lives of ‘ordinary’ characters usually 
inhabiting an ‘open space’. Nearer home 
the film market was swamped with 
hackneyed imiutions of the above men¬ 
tioned genres—but despite the initial burst 
of realism the concept of ‘man’ function¬ 
ing as a ‘subject of history’ had yet to 
evolve fully even in the more refined 
spheres of creative activity. 

But Ray seemed to inform us of a dif¬ 
ferent way of looking at reality. His 
characters appeared as thinking and feel¬ 
ing, ‘autonomous’, ‘human’ beings who 
nevertheless corresponded to a particular 
historical-social type or trend. This seem¬ 
ed very much a throw back to the prin¬ 
ciples of 19th century European realism, 
but Ray infused the outlines of this source 
with more contemporary influences. His 
'films followed very much the Hollywoo- 
dian format of telling a story through the 
unfolding of plot, etc; even as they made 
free use of neo-realist techniques. Vet in 
them, elements of ‘concrete setting’ and 
‘open spaed fused to form a living oi- 
vironment. The ‘hero’ was replaced by the 


central character who now eitjoyed a more 
intimate and meaningful relation with his 
or her spatial surface. In this, technical 
elements too took on a new role: the 
camera for instance by literally waiting for 
the ‘texturd of a setting to unfold before 
moving on, in a very measured tempo, to 
link the inanimate objects, symbols, etc, 
with the actions of the character ensured 
that aspects of ‘information’ filling up the 
environment would throb with a life of 
their own. 

The freedom afforded by this form was 
used by Ray to pack a simple story line 
with elements of history and individual 
growth, the ‘linear development of 
character’ and the ‘angular’ probings of 
inner emotions; and led him to incor¬ 
porate visual and thematic zigzags into a 
pared down overall singular movement. 
As a result the western divisions between 
physical and psychological realism, mise- 
en-scenc and montage, form and content 
seemed to dissolve in the aesthetical 
parameters of Ray to produce an over¬ 
reaching narrative capable of presenting 
a human saga existing simultaneously at 
various levels. In achieving this feat Ray 
also realised in his own way the potential 
of cinema to create images capable of in¬ 
voking a sense of general identification 
with the specific locales of time and place. 
The heights reached by him made even the 
classic western and eastern divisions lose 
their sway: the western attitude of a single 
dominant mood revolving around a pers¬ 
pective and the ‘Indiiui-eastera’ sense of 
an apparently directionless sifting through 
of the senses amidst the natural details of 
life, was combined in the creation of a 
flowing ambience in which joys and 
despairs, triumphs and tragedies became 
a part of the natural flow of life. 
Simultaneously, a larger feeling about the 
man-environment relationship was com¬ 
municated to the audience, even as the 
seemingly Indian view of a natural har¬ 
mony emeiged in the form of classical 
harmony now encompassing the sodal- 
historical sphere as weU. 

The pattern of the self-composed 


musical score in his work too reflected the 
same approach. In it. a very singular often 
Indian melody emerges from or blends 
into the strains of a chordal composition 
which instead of sounding like modern 
fusion music appears as describing two 
distinct states of emotion within a single 
situation. Here Ray exhibits his originality 
in a rarely recognised sphere and in¬ 
terestingly appears, in spite of the obvious 
western and rational predilections, as a 
natural inheritor of the spirit normally 
associated with the Indian tradition, 
whereas his no less important counterpart 
Ghatak, who refers more openly to tradi¬ 
tional myths and symbols and places a 
stronger premium on the instinctual- 
emotional and non^tional’ aspect, seems 
mote like a figure responding to a much 
mote immediate, fragmented and by im¬ 
plication ‘modernist’ experience. 

More significantly, however, this 
aesthetics—which despite echoing the 
parameters of Jean Renoir in its complex 
packing of details and an open reading of 
character occupied a unique position of 
its own in world cinema—found a new ex¬ 
pression in the social context offered by 
the Indian reality. Here it was still possi¬ 
ble for an apparently inconsequential aa 
of a traditional woman applying a lipstick 
to take on the contours of a social event 
interlaced with a variety of meanings. And 
Ray by touching upon this aspect finally 
ended up providiiig a new idiom to the 
‘modem Indian experience’. He chose sub¬ 
jects rooted in Indian reality which often 
demanded the reconstruction of conven¬ 
tional situations and relations. But these 
were invariably infused with elements of 
proportion, balance, restraint and detach¬ 
ment which however stood on a very non- 
sentimental, un-lndian basis of involve¬ 
ment. At the same time he also marked 
his distance from the populist and emo¬ 
tional kind of ‘humanist’ appeals— 
present not only in the iconography of 
popular cinema but also in some respects 
within the aesthetic parameters of leftist 
and radical currmts which usually end up 
portraying individuals as victims of the 
situation or as objects of suffering. 

As a consequence it was usually 
through the soft exchange of glances, the 
subtle shifts in expression and the deep 
probings of the ‘face’ which seemed to 
suggest more than it revealed, that one 
came to understand and ‘look’ at indi¬ 
viduals in Ray’s films in a humane and 
graceful way. In this way, the individual 
range of feelings of say a 19th century 
Bengali woman spanned a complex inter¬ 
play of several emotions which went a 
long way in resisting any conventional 
reading. On the other hand, the evolution 
of the characters was also conveyed in a 
different way. They 'usually emerged 
neither as rebels nor as conformists and 


1052 


Economic and Mitkal HVbekly May 16-23, 1992 



it was really the change coining through 
an inner realisation in say a middle class 
Hindu housewife who otherwise may be 
quite well ensconced in her role to the 
point of being internally involved in it 
(Mahanagar), or the slow maturing of a 
19-year-old upper class girl hitherto living 
under the protective shell of her family as 
an individual in her own right (Kanchan- 
junga), that interested Ray more than 
anything else. But in doing so Ray shifted 
the balance in favour of modern demo¬ 
cratic values—departing significantly 
from the patriarchal-paternalistic, 
brahminical kind of a traditional 
humanism so prevalent in the Indian 
social framework—the embodiment of 


his human spirit and critical values and 
cohtrasted it with the more domineering 
but less human tendencies of the male 
figure. 

An example of the workings of this 
aesthetics is represented best by the first 
phase of Ray during which he made the 
Apu trilogy and Charulaia. The trilogy 
conveys an almost lyrical sense of passing 
‘time' in which the simultaneous existence 
of various elements, of ‘social-personal 
histories’, is accompanied by the gradual 
eclipse of the ‘old’ in favour of the ‘new‘. 
But this change implies a virtual 'ionic' 
shift in the man-etiviFonmcnt relationship. 
Corresponding with Apu’s growing self- 
confidence and self-assertion, Aparajito, 
the second part of the trilogy exhibits a 
more explicit sense of centrality. It is also 
marked by Ray coming out subtly in 
favour of a world view afforded by a 
knowledge of the secular ‘world’ of 
science and literature. Yet the film carries 
a subdued, almost nonchalant realisation 
of the fact that somewhere along the way 
Apu’s 'rambling' world of childhood with 
yits archaic but piquantly wondrous web 
iof tradition is now a thing of the past. 
£ven the evolution of the new is underlin¬ 
ed by the fact of a harsher reality of city 
^fe, with a potentially hostile environ- 
'ment, surfacing amidst the optimism 
,which later partly accounts for Apu’s 
disorientation in Apur Sansar. 

However, in Charulata, Ray is able to 
l^tly touch Tolstoyian heights by making 
i||nd]vidual characters bear the historical 
.Ibontradictions of their period. Charu’s 
^^usband epitomises the social archetype 
the Bengali renaissance man whereas 
Jier Debar Amal, with whom she enters 
|pto a complex relationship of sorts 
'j^presents the young Bengal trend of the 
|880s. But while the former emerges as a 
pberal patriarch with little understanding 
j>f the deeper workings of tne mind, the 
itter’s sensitivity is compromised by an 
> casual inability to cope either with 
; pressures of the ‘old’ or challenges of 
‘new’. Only Charu, the modem 
>li woman comes through as a figure 


carrying the strength to face the con¬ 
sequences of her own actions. But even 
her assertion comes through more as part 
of a deep but instinctive urge and the 
gesture of reconciliation offered by Charu 
to her husband at the end is underlined 
by the fact of a deeper chasm appearing 
between them which may or may not co¬ 
exist with the premises of their marital 
relationship. 

Charulata interestingly stands midway 
between the Apu trilogy and the later 
Calcutta trilogy which marked a-signifi¬ 
cant shift in Ray’s approach as a film¬ 
maker. During this period the mood of his 
films turned dark and ‘negative’ even as 
his characters start ‘drifting’ in and out 
of situations. This was anticipated by 
‘Aranyar Din Ratri’ (1969) itself: in it the 
leading characters are all rootless urban 
figures possessing the smug confidence 
and superficialness characteristic of their 
background. They, however, encounter ex¬ 
periences which lead to the exposure of 
certain inadequacies in their lives as a 
result of which the tone of the film 
changes from a placid observance of 
aimless frivolity to a subdued sombreness. 
But in Pratidwandi (1970), Seemabadka 
and Jana Aranya (1975) the contemporary 
setting of Calcutta becomes more impor¬ 
tant and the themes of corruption, 
unemployment, etc, now loom large in the 
background. However, no analysis is 
offered and the characters are ultimately 
implicated in their own environment 
which increasingly becomes blurred. Here 
many things seem to happen simul¬ 
taneously. The ‘universal’ hero Apu finds 
a new context in the middle class 
Calcuttan life of the 60s and emerges as 
Sidharta the sensiuve and aware protagonist 
of Pratidwandi, now face to falce with a 
vaguely comprehensible fast tthanging 
situation of Calcutta. But a macabre twist 
allows him to finally end up as Somnath, 
the less sensitive but more ‘simple’ and 
hideously vulnerable, average Bhadialok- 
brahmin boy of Jana Aranya, who enters 
the world ^f business as the only possible 
middleman ready to reluctantly but 
logically graiduate into a ptmp supplying 
human beings as well as commodities. On 
the other hand Ray, the genial humanist 
who has always tried to look at the world 
from the eyes of his positive central 
character—who in turn stood at a distance 
from his surroundings—is suddenly con¬ 
fronted by a grim and grosteque reality 
refusing to grant the necessary autonomy. 

At this juncture Ray strangely echoes 
the pcint reached by Chaplin, one of 
Ray’s favourite directors, in Monseiour 
Verdoux (1947), where the triumphant 
tramp-underdog-comedian of the 1920s 
and lire 1930s finally gets implicated in his 
surroundings and turns up as a tramp- 
murderei in the post-second world war 


age of cold-blooded horrors. He enacts 
the only possible black comedy which 
serves as a grotesque requiem for the final 
eclipse of the individual hero-society 
dichotomy and dies almost in a “revolu¬ 
tionary complicity with the proletariat”. 
But Ray clearly was unable to go over any 
such similar platform; Jana Aranya 
despite its honest realism and denounce¬ 
ment of middle class values as well as its 
awareness of the slow slide of the society 
into the embrace of dubious and shady 
‘business’ ethics ultimately allows the 
central character to come out unscathed 
from the whole experience. He still ap- 
TCars as the identifiable subject even 
tliough his position now approximates 
more that of an ‘object of the situation’. 

After Jana Aranya Ray branched out 
once again into history and in films like 
Shatranj ke Khiladi and Ghaire-Baire a 
new tone is evident. But Shatranj ke 
Khiladi, despite rising to the heights of 
social comedy at times, mainly oscillates 
between Ray’s humanist predilections 
(which made him look for ‘redeeming' 
features in a historical personality like 
Wajid Ali Shah at one point) and his 
desire to comment on a larger political 
historical event, finally ending up as a 
rather ambiguous ‘clash of two cultures’ 
without any clear orientation. And 
Ghaire-Baire despite a dark sombre tone, 
exposes more the limit to which interper¬ 
sonal relations can mirror socio-historical 
trends 

Seen from this perspective it is not dif¬ 
ficult to understand why Ray turned to the 
individual hero again from Ganashatru 
onwards. Critics have been vocal in 
criticising him for turning stagey and 
theatrical around this time but the fact re¬ 
mains that the reality which Ray decides 
to comment upon in his ‘last trilogy’ can¬ 
not be expressed either with the drift of 
the Calcutta fihns or the affirmation of 
the Apu trilogy. A much more direct criti¬ 
que is needed but Ray’s replacement of the 
man-environment relationship with the 
man-society conflict in which the 
central character looks quite at ease 
with his situation appears bloodless 
and dialectic in the Indian context. 
In Shakha Prosakha and Aguntak 
Ray’s sympathy finally shifts from the in¬ 
dividual hero to characters on the 
periphery of the subject matter though 
now such figures appear somewhat 
mechanical and unable to aa even as a 
pathetic or a comic foil to the largely 
deteriorating conditions at the ‘centre’. 

Yet Ray’s journey over the years hardly 
stops at this point. Indeed, by bringing his 
hitherto pared down postures into the 
open, his later films prompt a look at 
aspects which go beyond the framework 
of Ray, the film-maker. Contrary to 
popular perceptions Ray, in spite of being 
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a multifaceted personality who wrote 
children’s fiction and pioneered the art of 
jacket designing for broks, was not strict¬ 
ly speaking, the last man of the Bengali 
renaissance. He came from a family which 
despite being rooted in the 19th century 
world of traders, aristocrats and the rising 
service element—sections of whom pro¬ 
vided the social basis for the Bengal 
renaissance—-was nevertheless moving 
towards modern entrepreneurship in the 
early half of the 20th century. But Ray’s 
family business soon closed down and he 
became a part of the emerging middle 
class in the 40s. The vision which emerg¬ 
ed from such a history had its feet firmly 
planted in a variety of ‘worlds’ and thrived 
on a freer intake of both western and 
eastern art and culture—rather than on 
the standard renaissance diet of philo¬ 
sophy, politics and religion—besides com¬ 
ing into touch with modern trends of 
Marxism, nationalism and ami- 
colonialism. That is why perhaps in Ray 
a sense of respect ,for the past, as well as 
an attitude of healthy agnosticism could 
still exist in a harmonious relationship 
with a rather genial belief in the virtues 
of individualism, liberalism and 
democracy—an eventuality with few 
precedents. 

All these factors must have combined 
to make Ray stand in peculiar relation to 
Indian reality. He came closest to invok¬ 
ing a liberal bourgeois affiliation of the 
classical variety yet he remained critical 
of the type of capitalism evolving here 
(notice the line of criticism which runs 
from Jalsaghar to Seemabadha) and 
maintained his aversencss to the general 
qualities of greed, avarice, and to the anti¬ 
humanist, pro-technologist biases 
associated with the system. Not surpris¬ 
ingly, he occasionally gravitated towards 
the left and tried to locate his aesthetics 
within the middle classes, but here both 
the objective stale of his society and his 
own history probably stood in the way of 
such a transformation. For, Ray remain¬ 
ed a produa of a phase in which an evolu¬ 
tionary, ‘empirical’, and by impheation an 
‘idealistic’ concept of man, society and 
history drawn largely from a westernising 
influence could yet find a bearing in social 
reality and where a studied distance from 
the world of politics did not come in the 
way of an academic but honest apprecia¬ 
tion of pressing social and political pro¬ 
blems. When Ray stood at a point of 
history where he could combine his ex¬ 
periences and creative insights with sub 
jects corresponding to the rather eclectic 
aforementioned balance between elements 
of social and individual life he created 
ufiparalleled works. But such a balance 
was not forthcoming in the same way in 
a more contemporary or a concrete 


historical setting and the post Charulata 
phase of Ray can also be seen in terms of 
his realisation of this fact and his 
conscious-unconscious private struggle 
with the premises of his framework. Often 
he was able to make interesting forays: a 
film like Sadgali is marked by a very con¬ 
sistent adherence to the Premchandian 
kind of hard but non-pessimistic, non- 
cynicai realism. But as an overall 
aesthetical-ideological framework he 
could at best produce the rather atomised 
struggle of the conscience-stricken man 
amidst the backdrop of social-political 
events now effectively reduced to supply¬ 
ing the necessary, obligatory data. 

Even his sense of ambience started 
revealing some in-built limiutions. It was 
based on a sense of a priori harmony 
which even in more positive works made 
the point of change ultimately dependant 
on the goodwill and ‘grace’ of the possible 
adversary and restriaed the choice of sub¬ 
jects to areas excluding a more prominent 
emphasis on the coercive and.struggle- 
oriented aspects of reality. However, in a 
more immediate setting this could afford 
at best a general cynical look at the decline 
in social values, morals, etc, though Ray’s 
rare sense of humour and his honest 
realism often lifted the films beyond their 
obvious limitations. 

But the real irony arose when he final¬ 
ly appeared to be changing his tore and 
turning more stern and angry towards the 
fag end of his career; for while in the 
earlier films the observation of reality 
devoid of direction occasionally turn in¬ 
to a drift, in the last trilogy a more con¬ 
scious assertion of views turned into emp¬ 
ty rhetoric in the absence of a living, 
breathing contact with reality. Eventual¬ 
ly even Ray was not free from the 
paradoxes of his time. He had achieved 
this status of a universal humanist in his 
initial stage itself; thereafter in a bid to 
respond to the changing conditions he 
turned into a observer of reality and 
towards the end tried to emerge again in 
the new role of a social critic. But in the 
absence of a new ideological grounding 
he ultimately ended up in a kind of un¬ 
characteristic sentimental isolationism 
which however, made him appear less 
isolated and more outdated. Finally he 
was forced to take up a position of an 
armchair liberal functioning as a simple 
humanist who now viewed social reality 
in terms of a naive individual-society con¬ 
flict and placed his hopes and disillu- 
sionments either in some grassroots 
cultural activity or in the travails of in¬ 
nocent children, sensitive but mentally 
retarded figures and ‘maverick-outsiders’. 

But this problem of Ray has much to 
do with the peculiarity of the modern 
Indian experience itself which has lacked 


either the sense of a living past or the con¬ 
fidence of a pment bom out of conflict 
common to the experience of Ray’s con¬ 
temporaries and predecessors like Eisens- 
tein, Bunuel, RossoUeni and Kurosawa. In 
the emtive sphere too, it has been a real 
tragedy that those more fully involved in 
‘experience’ have been unable to constnia 
or create consistently and those who juve 
done so have remained removed from an 
nvolvement with the actual workings of 
the social, historical processes. It needs to 
be recalled that most of Ray’s work has 
been based on novels written by others 
and he was unable to reconstruct an un¬ 
familiar reality. In suture also he has quite 
lacked the grandeur of Ikgore and as such 
hardly qualified for a figure who minoied 
or gave a direction to the contradictions 
of .his age He remained first and foremosi 
an artist who epitomised the ‘modernis¬ 
ing’ efforts of the mainstream healthy 
democratic current of post-independence 
India which fulfilled the impiortant but 
primary role of bringing our level of sen 
sibility on par with achievements already 
accomplished in parts of the developed 
world. In the process Ray gave a classical 
dimension to Indian reality and thus 
achieved something only half realised 
even by the literature of his 19th century 
press. 

At another level, though he remained 
sympathetic to causes aiming at a more 
fundamental transformation of the 
society, his objective plank remained thai 
of humanising the prevalent Hindu ethos 
and of aspiring for an indigenous demo 
cratic culture. Therefore, his greatness alsc 
lay in the fact that he stuck consistently 
to beliefs and dictums like the one con 
cerning actual life and clarity of expres 
sion serving as the basis of great art, ever 
when the reality around him resisted the 
minimum interpretation sought by Ray - 
plank. He also showed that it was only ri 
being rooted in a particular milieu tlu' 
one can relate to a variety of influence' 
and provide an idiom for a range of ei i 
periences. It is also significant that the all 
India phenomenon of New Wave cinema 
despite several achievements ultimately 
was unable to come out from the. 
quagmire of a kind of ‘academic realism' 
in which it got bogged down at the end 
and a possible successor to Ray could 
emerge again only in the milieu of Kerala 
in the form of Adoor Gopalakrishnan 
Even now it is apparent that a lot of 
ground is still to be explored of the agenda 
espoused by Ray. But for that perhaps a 
new milieu is needed which can also pro 
vide an idiom for the hitherto uncharted 
facets of Indian reality. Till then probabij 
Ray’s will remain the ^t ‘holistic’ word 
to be spoken in the annals of Indian 
cinema. 
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Research and Transformation 

Reflections on a Visit to South Africa 

Mahmood Mundani 

The contrasting pressures generated by the dialectic of oppression 
and resistance have shaped the character of the research 
infrastructure in South Africa. The initiatives that have defined it 
have come from three sources: from capital, from university-based 
intellectuals and from the mass movement. A discussion on 
research and transformation in South Africa. 


A SYMPOSIUM on 'Research and the 
lYansformation of South African Society’ 
[January 31-February I] organised by the 
editors of the South African journal 
Thin^ormation. Our library has been 
subscribing to it for two years now, and 
many must be familiar with its perspec¬ 
tive. The symposium, we were told, hoped 
to bring together ‘researchers, trade 
unionists and activists’. 

We were later told that the symposium 
had initially been organised as an ex¬ 
clusively South African affair; our 
presence was the result of the funding 
agency, the Canadian-based IDRC, in¬ 
sisting that a delegation of scholars from 
around Africa also be invited. I shall 
return to the significance of this later. 

‘We’ eventually turned out to be five 
African scholars; Akilagpa Sawyer, a 
lawyer and the vice-chancellor of the 
university of Ghana at Legon; Wamba- 
dia-Wamba, a Zairois historian at the 
university of Dar-es-Salaam, also the cur¬ 
rent president of the Council for the 
Development of Social Science Research 
in Africa (CODESRIA); Abdullahi 
Bathily, a historian at Cheikh Anta Diop 
University in Dakar, the current president 
of the African Association of Political 
Science and the leader of the opposition 
in Senegal; Togba-Nah Tipoteh, an 
economist from Liberia who is also an op¬ 
position leader in his country; and myself. 
This report sums up my own personal 
observations; but as you would expect, I 
often shared these with my colleagues and 
benefited from their responses. 

For five dayt before the Durban-based 
conference, we toured Johannesburg and 
Cape Town. It turned out to be an in¬ 
valuable experience. In the two cities, we 
had meetings with political parties (a 
high-level ANC delegation that included 
several members of its negotiating team, 
while a meeting with the PAC Secretary 
had to be cancelled because he was ar¬ 
rested the day before), with the main trade 
union federation (COSATU; the Congress 
of South African TVade Unions), with 
research reams working on altenutive 
education policies (NECC: National 


Education Crisis Committee; and the 
Educational Policy Unit at the University 
of Witwatersrand), with progressive 
research and teaching centres or promi¬ 
nent individuals within or outside univer¬ 
sities (the radical department of sociology 
at Wits, for that is the acronym of the 
‘white* University of Witwatersrand; a 
lunch meeting with researchers at the ‘col¬ 
oured’ University of Western Cape; 
another lunch meeting wi^ Mamphele 
Ramphcle, a prominent radical feminist 
educationist, the newly appointed ‘black’ 
pro-vice chancellor in charge of 'affir¬ 
mative action’ for black and female 
students at the ‘white* University of Cape 
Town; an afternoon discussion with 
Neville Alexander, a prominent ‘coloured’ 
intellectual activist who heads both 
Workers Organisation for Socialist Action 
and the Health, Education and Welfare 
Society of South Africa; and finally, a 
visit to the trade union-run ‘workers’ 
library' in Johannesburg. That our party 
and trade union meetings were mainly 
with the majority ‘Charterist tendency’ 
and not the ‘Afneamsts’ or ‘BC—and that 
our university visits were mainly to the 
progressive niches in ‘white’ universities, 
and not ‘black’ universities like Fort Hare 
or the University of the North—is once 
again another sign of the times that 1 shall 
return to in my talk. 

Every organisation, institution and 
individual in South Africa is prefixed with 
a ‘colour’ lag. That is, of course, the reali¬ 
ty of South Africa as the world knows it. 
And yet, though it is the preface to every 
essay on apartheid, we were never quite 
prepared for this Orwellian world where 
every contrast presents itself as a clash of 
‘colours: on the one hand, ‘white’, on the 
other ‘black’, which in post-Soweto 
post-1976 South Africa means ‘African’, 
‘coloured’ and ‘Indian’. 

This separation gives urban South 
Africa a clinical look. To begin with, the 
opulent ‘white* city ft cordoned off from 
its wretched ‘black’ townships. The 
‘cordon sanitaire’ in Johannesburg, which 
looks like a New ^i k, is made up of ugly 
gold mine excavations; while that in Cape 


Town, which resembles the European 
Riviera at the ocean-front and Rio de 
Janeiro around Ihbic Mountain and must 
be one of the most beautiful cities on 
earth, is a green belt. 

But the ‘city'/‘township’ distinction is 
not based on population or size, for 
Soweto ‘township* (some 30 kilometers 
outside Johannesburg) is a sprawling slum 
populated by nearly 3 million ‘Afri?an’ 
people! With all its beauty, what struck 
us the most about Cape lown, was that 
there were less ‘black’ people in its streets 
than you find in the streets of London! 
In the cities you and I know, the rich try 
to keep the poor out of sight, but never 
so successfully as in Cape Town. Whether 
in Kampala or Nairobi, London or Rio, 
the poor contest with the rich at every 
level, including territory; you look for 
signs of where the poor have put their im¬ 
print on the Cape, but these are difficult 
to find. 

For the city of the poor is a ‘township’ 
miles out of Cape Thrwn. What hits the eye 
most about a ‘township’ is not its poverty, 
but all the signs of an occupied territory. 
One minute, you feel the free air of the 
‘white city’; an hour later you arc in the 
streets of an ‘African township’, lined with 
a combination of ‘bachelor hostels’ for 
adult migrant workers and dilapidated 
housing of all sizes for'resident families, 
multi-storey search lights that make for an 
institutional setting under constant 
surveillance and streets patrolled by scary 
larger-than-life ACP- type army vehicles, 
spot-checking motorists and passers-by. 
You are told that the time of ‘repression’ 

IS past, that this is the time of ‘transition’, 
to a ‘new* South Africa, but words jarr 
against images, you feel not just alien but 
unsafe, for you know that you have the 
‘wrong' colour, and you have an irresisti¬ 
ble urge to leave. 

You rush back to the safety of the 
‘white* city where there is no longer a ‘col¬ 
our bar’ in public places. You are in Cape 
Ibwn, the most liberal of South African 
‘white* cities, where the ‘white* hotel recep¬ 
tionist gives you a smile broader than 
most, the ‘white* bank teller flirts with you 
a little more, and the ‘white’ daughter of 
an elderly couple touring Table Mountain 
takes extra time to talk to you. Incident 
after incident accumulate, and the ‘white’ 
pMple you meet seem to be saying the 
same thing; look, we are not monsters! 
You begin to get some sense of the foun¬ 
dation of this Cape ‘liberalism’, nurtured 
like a potted plant which could not be ex¬ 
cept for this anaesthesised separation of 
‘races’; you think back of Johainnesburg, 
the bustling industrial centre from which 
you have just come, where workplace 
demands force the sihie ‘races’ to rub 
shoulders on the streets and where there 


Economic and Political Weekly May 16-23, 1992 


1055 



is little surface politeness, but where ap¬ 
pearance is a Iw deceptive measure of 
relationships, and you are no longer sure 
which of the two you would prefer. 

It is in Johaiutesbuig, and not in Cape 
Tbwn, that you see developments sug¬ 
gesting that this clinical separation of 
‘black’ townships from ‘whit^ cities may 
soon be a receding sign of a bygone era. 
For clustered around townships ate more 
temporary settlements, recent products 
testifying to the mixed transition that is 
the ‘new* South Africa. With the repeal 
of pass laws that controlled the movement 
of ‘black’ people in South Africa, the 
poor who had been shut out of site, even 
beyond ‘townships’, decided to move and 
they did so in numbers so large that the 
‘squatter’ population of South African 
cities is said to be roughly seven million 
today! It is a population on the fringes of 
‘black’ townships; it lives without any hint 
of services, there is neither running water 
nor electricity, the ‘housing’ is a tem¬ 
porary hovel made of any readily available 
material, from cardtxMuds to metal scraps. 
If the ‘white city’ is many times the wealth 
of Nairobi, the ‘African shanty’ is the 
wretchedness of Mathari Valley, Nairobi’s 
worst slum, multiplied so many times. It 
is a poverty of Asiatic proportions, one 
that has no parallel in ‘independent’ 
Africa! Previously out of sight, confined 
to the Bantustans, it now hits the visitor 
with the glare of a neon sign 

But let me stop this flow of impressions 
and move on to a more systematic and 
concrete discussion of various aspects of 
our visit. To render our experiences mean 
ingful, though, I need briefly to sketch the 
political background to what we often 
heard desenbed as the ‘new’ South Africa. 

The Pot me AL Context Posr-1990 

if you want to understand South Africa 
1990, you have to begin with Soweto 1976. 
For 1976 is a benchtturk that signifies a 
shift of histone proportions in the history 
of the struggle of the people of South 
Africa. While always a protracted affair, 
the pie-Soweto ‘struggie* was synonymous 
with an exile and rural-based ‘armed 
struggle*; in the post-Soweto era. on the 
other hand, the ‘struggle' stood for an in¬ 
ternal and urban-based mass uprising. 

From the day South African military 
guns mowed down unarmed demonst¬ 
rators in Sharpeville in 1961, if you were 
a militant, you went into exile, got train¬ 
ing, miliury and political, and hoped to 
return one day as a ‘liberator*. You ex¬ 
pected the liberation of South Africa to 
follow that of Mozambique, Angola and 
/Zimbabwe, though a script in bolder print. 

This assumption often jarred against 
the realities of South Africa; of an op¬ 


pressed population more urban and in¬ 
dustrial than rural and agricultural; of a 
settler population not only moR numerous 
but also more indigenous than any in the 
African continent; of a state power both 
fiscally and militarily stronger than any 
on the continent; and of ‘frontline' states 
weaker in capacity than their counterparts 
in west Asia. 

The most articulate critic of ‘armed 
struggle* was Gatsha Butheled, the leader 
of the mainly Zulu-based Inkatha Libera¬ 
tion Movement. He championed ‘dialogue’ 
against ‘armed struggle', staying home 
against going into exile, and a pluralist 
solution against the ANC’s claim to be the 
‘sole authentic representative’ of the op¬ 
pressed peoples of South Africa, lb most 
militant youth in post-Sharpeville South 
Africa, however, Buthelezi’s promise of 
‘reform’ seemed in practice to resemble 
‘capitulation*. 

The division between the exile-based 
‘liberation movements’ and the internally- 
based Inkatha began to recede into the 
background as the tempo of popular 
struggle inside South Africa hotted up. 
Tlvo events more than, any signify this 
sharp and historic turn. The first were the 
Duri^ strikes of 1973 which followed the 
Namibian strike movement of 1972. The 
second was the Soweto uprising of 1976. 
A confluence of the two was a coming 
together of the two major forces in the 
South African struggle, workers and 
youth, and it made for a decade long 
uprising that no amount of official repres¬ 
sion could subdue. 

The decade-long uprising broke through 
the impasse in the politics of resistance: 
on the one hand, an ‘armed struggle' op¬ 
tion that had failed to go beyond armed 
propaganda, on the other, a ‘reform’ op¬ 
tion that increasingly resembled a betray^. 
After Soweto, the focal point of the strug 
glc was internal, not external; its accent 
was on a popular struggle, not armed 
guerilla warfare. It succeeded both in 
organising the popular base of the anti¬ 
apartheid movement and in sowing 
doubts world-wide about the legitimacy 
of armed repression when confronted by 
unarmed opposition. 

The response of the South Afncan state 
was a pendulum like swing between inten¬ 
sified repression and a recognition of 
basic realities. The latter amounted to 
acknowledging that popular organisations 
were a reality that could not be wished 
away; the only option was to recognise 
them legally and hope either to subdue, 
or to co-opt, and tame them. 

The most important of mass organisa¬ 
tions that emerged m the post-Soweto 
period were work-based trade unions and 
residence-based civil organisations 
Cdvics’;). Let us take an example. By 1985, 


trade unions had gelled into national 
federations. Set up that same year, 
COSATU (Congress of South African 
Bade Unions) brought together 33 unions 
with a paid membership of'45,000. By 
1991, the number of CO^TU unions had 
been consolidated to 14, while paid 
membership had soared to an impressive 
12,50,000. Another national federation of 
unions, NACTU, included unions wiflt a 
paid up membership of half a million. 

Besides numbers, the strength of the 
trade union movement lay in a new demo¬ 
cratic culture: day-to-day negotiations at 
the plant level were carried out by shop 
stewards who were elected annually, and 
held accountable to members by the twin 
practice of the principle of recall and strict 
adherence to a shop floor mandate in their 
actions. Ihkes another otampIcL The metal 
workers’ union, NUMSA, has today a 
full-time national staff of 300, and 13,000 
plant-level shop stewards, of which 4,000 
are full-time. 

The sustained uprising that followed 
Durban and Soweto had also a second 
significance. It broke the unity of the pro¬ 
apartheid power bloc On the one hand, 
both big business and multi-national cor¬ 
porations lost confidence in the ability of 
the Nationalist Party government to en¬ 
sure subility for sustainable prontability; 
capital began to look for alternatives to 
formal apartheid. On the other, an impor¬ 
tant section of the ‘white* middle class 
liberal intelligentsia was radicalised; it 
moved from a perspective of charity for 
the victims of apartheid to that of soli¬ 
darity with the mass movement. 

The failure of the 1984-85 repression 
coincided with a dramatic shift in the 
international situation as Gorbachev came 
to lead the USSR. The ‘front line states’ 
''had been intimidated, while ANC either 
seemed eager or was pressed into accep¬ 
ting a negotiated dismantling of apar¬ 
theid. Though their internal oiganisation 
was limited, the exile-based liberation 
movements—and particularly the ANC— 
enjoyed enormous popular prestige at 
home. And finally, the people too yearn¬ 
ed for peace, particularly in the rural areas 
which were least organised and so least 
able to withstand repression. “Both sides”, 
Mamphele Rampbele told us, “were tired 
of the struggle; the force of history was 
loaded in favour of change!’ 

This, in brief, was the background to 
de Klerk’s February 1990 initiative. 
Through it, he hop^ to integrate the 
leadership of the most prestigious libera¬ 
tion movement, the ANC, into the state 
apparatus. .The strategy was to effect a 
political change to forestall prmuiet for 
social transformation; it was to bring to 
bear the accumulated popularity of the 
major liberation movement to 
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tbe icfonnod state appantus, and therAy 
to demobilise the mass movemeqt. This 
was the tnuuition' during which we step- 
l.<ed on South African soil. 

Research and Its Agenda 

Tlic contrasting pressures 1 have outlin¬ 
ed above, oppression and resistance, have 
also shaped the character of the research 
infrastructure in South Africa. The initi¬ 
atives that have deHned it have come from 
three sources: from capital, from univer¬ 
sity-based intellectuais, and from the mass 
movement. 

(a) Capital: The initiative of capital has 
been both through the state and indepen¬ 
dent of it; it has embraced both the 
natural and the social sciences. 

The key research establishment in the 
natural sciences is the Council for Scien¬ 
tific and Industrial Research (CSIR). 
Established in 1945, it initially operated 
as a co-ordinating and funding agency; in 
the words of its current vice-president, 
CSIR lacked a sense of purpose or urgen¬ 
cy until its board changed hands from 
bureaucrats to muscled industriabsu. The 
civil service mentality of multiple form- 
filling was changed to give researchers 
maximum freedom to implement a research 
agenda defined by industrialists. Levels of 
bureaucracy were reduced from IS to four; 
temporary issue-ba.sed teams took over 
from routinised committees. Multi-disci¬ 
plinary research was promoted, and CSIR 
was charged with developing mechanisms 
of technology transfer. 

The corresponding agency in the social 
sciences is called the Human Science 
Research Council (HSRC), set up in 1968. 
HSRC is interesting in that it gives a 
glimpse of how the direct influence of the 
state power transformed its political agen¬ 
da into a research agenda. Staffed mainly 
by male Afrikaaners, HSRC has always 
bm headed by a member of the Broader- 
bond (a secret, oath-governed, society of 
upper class male Afrikaaners that pene¬ 
trates and shapes political and social life 
'in apartheid South Africa); its funds, too, 
have mostly been spent on Afrikaans’ 
language-based research. 

In the post-Soweto period, however, 
captains of industry lost confidence in 
government ability and sought to assert 
an independent initiative. The Urban 
Foundation was set up in 1976 under the 
chairmanship of Harry Oppenheimer, 
South Africa's leading industrialist. Its 
strategic objective was to change the agen¬ 
da on social policy; it sought to do this 
by redefining tbe agenda of social research 
and, within this constraint, marshalling 
every available resource, financial and 
human. It had few qualms using a large 
number of left-wing intellectuals to carry 


out research on urban and housing 
issues—so long as this research would 
serve to unify its constituency around a 
redefined policy agenda. 

(b) University-based intellectuals: For 
someone whose knowledge of South Africa 
comes through daily wire services, even a 
brief visit to leading ‘white' universities in 
South Africa can be a baffling experience. 
At the department of sociology of the 
University of Witwatersrand (Wits is 
generally considered to be the ‘Harvard’ 
of the South African university system), 
we learnt of a research programme 
(‘Sociology of Work’) that directly con¬ 
nects university-based researchers with 
trade unions; it is a programme that has 
few parallels in other African countries. 
At the ‘coloured’ University of Western 
Cape, we met researchers involved in 
writing the history of local communities; 
sraff members in the education depart¬ 
ment working with teachers in otherwise 
sub-standard community schools, lewriting 
the curriculum. 

It does not take a visitor long to realise 
that these changes have nopbeen acciden¬ 
tal; they have occurred under the pressure 
and through the example of popular 
street-based struggle The ‘Sociology of 
Work’ programme at Wits, for example 
grew out of the Institute of industrial 
Development; established in the aftermath 
of the 1973 Durban strikes, its First ac¬ 
complishment was to publish six books in 
English and Zulu on the types of accoun¬ 
tability that defined democratic practices 
m the new unions. 

Wc wondered whether initiatives of pro¬ 
gressive intellectuals had been supported 
by the university establishment through 
resource provision. The response was that 
the ‘Sociology of Work* programme was 
funded by the ILO, the Ford Foundation, 
and the IDRC. It was a question we were 
to ask every time we were told of a creative 
and populmly-oriented research initiative; 
and the answer was inevitably that almost 
every ‘experimental’ work in the leading 
universities of South Africa is funded by 
external donors! I shall elaborate on the 
significance of this point in my concluding 
section. 

(c) Mass Movement: An organised research 
initiative from inside the mass movement 
is a relatively recent phenomenon in South 
Africa. Its impetus came from the newly- 
formed trade union federation, CC^ATU; 
the very year of its creation, 1S)85. was also 
the year of a major international debate 
on sanctions: >Kbie sanctions aaually hur¬ 
ting workers more than anyone el^ by 
depriving them of much-needed jobs, as 
alleged by the South Afncan state ana its 
international allies? COSATU hired the 
services of a number of progressive 
academics to study the relationship bet¬ 


ween sanctions and jobs. 

From those early b^innings when it 
bought the time of sympathetic intellec¬ 
tuals to study tbe consequences of existing 
policies, COSATU moved in the ‘transi¬ 
tion’ period to set up an entire research 
team over several universities—the 
‘Economic Tiends’ group—to design alter¬ 
native growth strategies for a ‘new’ South 
Africa. The ‘Economic Trends’ group 
comprised not only 16 university-based 
academics, but also seven trainees, six 
from COSATU, and one from ANC. That 
same year, 1990, NUMSA also set up its 
own research groups to focus on issues 
arising from the bargaining process. 

From these experiences developed 
diverse relationships between academic' 
researchers and the mass movement. They 
ranged from instances where researchers 
set the agenda and determined the re¬ 
search process, simply handing over its 
results to the unions, to where it was the 
unions that took the initiative and provid¬ 
ed the leadership in setting the agenda. 
From these experiences arose a set of 
questions that Figured prominently in the 
symposium we attended: Who sets the 
research agenda? Who does researdi? Can 
the process improve the research capacity 
of unions by training worker researchers? 
Is it possible to break up the research pro¬ 
cess into a series of steps so that it is inter¬ 
linked by discussion? What is the best way, 
written or oral, of popularising the results 
of research? 

The mass movements that represent the 
organisational bedrock of the anti-apar¬ 
theid struggle crystallised around work¬ 
place and school-based issues. While the 
trade unions initiated broadly economic 
research with the objective of formulating 
an alternative economic policy, a number 
of movements came together to organise 
a framework for designing an alternate 
educational policy. Here, too, the bench¬ 
mark year appears to be 1985. In the two 
years before, various local Education crisis 
committees’ had sprung up to respond to 
practical issues raised by storms of pro¬ 
test raging through the school systems. 
These local committees hat) brought 
together civic, youth, women, religious, 
teacher arid service bodies. In 1985, these 
local groups coalesced under the leader¬ 
ship of a number of country-wide organi¬ 
sations: the student-based Congress of 
South African Students (COSAS) and 
South African Students Congress 
(SASCO), the South African Democratic 
Ibachers Union (SADTU), the Union of 
Democratic University Staff Associations 
(UDUSA) and the trade union federation 
COSATU. The result was the establish¬ 
ment of a single education-focused um¬ 
brella organisation, the National Educa¬ 
tion Co-oitlinating Committee (NECC). 
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HIGHUGHTS OF THE ISSUE _ 

• Existing, profit earning, dividend 
paying company 

• 100% EOU for manufacture and 
export of buik drugs 

• Company promoted by 

Shri S. Mohanchand Dadha with 
over three decades experience in 
pharmaceuticai Industry 

• EOU project to be completed by 
March 1993 

• Company is already a manufacturer 
and exporter of bulk drugs 

• 100% Tax benefits to the EOU, 
Including 80 HHC 

• Easy liquidity - Listing at Madras, 
Bombay and Ahmedabad 

RISK FAQORS AS PERCEIVED BY 
THE MANAGEMENT 

• Major changes in regard lu cJrugVexfnirt 
^mlicips by Governmeni of India as well as 
otfrer Governments could have an impact on 
the compariy s pc'rlorrri.int e Howevei wilti 
the thritst on exfinns tlie policy chantjes can 
(jnly Ire conducive to exports and as mnsi of 
ttie manufacturing eguiprnenis are general 
fiuijK'se Ifre company would have; no 
iJifficullyiri switc tiincjcjvr'r in It le manufacture 
of Ollier jiroducts if such a need arises 

• Inteinationalcjualityspecificaiionsarerigid, 
t)ut the cumpanvs stun gualily control 
rneasiire' ttave mei wiitr suer ess, as 
evidenced b,<pri)dui I ai replabilitv with 
repeal export orders 

• Raw Mateii.)' imports could tiecorTie 
exjrensive wiifi itie ojjeralion of l.itieralised 
F xc hange Rate Manageiiienl V tierrie 
|if-RMS| The cumjiany is wcTI jrlated lu 
alrsorb sue h incieasi's as its 100**' exjinrts 
would helj' counlei irifiur cost increases 

• 1 tie workintj (ajjilal reejuirc-ment' tor the 
[iiojiosi'd poll li.ivc' ri(i| yet tieen lied uji 
Howevei ifiecoiH()anyisionfident ut getting 
aderjuale liiinis sane Honed from tfie Iiankeis 
who have jirovided woikiruj r apiial fac ililies 
10 the exisliiiij unit at Maiaim.ilai N.ccjai 

It thr (. onif yrn (1( ic\ rn y tecr we t/;e nv vniuni 
subMfiption L il 9(H’ (It ttir laue ,moui n ttict'nin 
\uti\i iiption wr/r be feti/ci./(•(■/ tot/ieapp/rcarit-S 
wilnin 90luirn thr i h isure cif ihc issue 
If there h a.de/at rn letwhUi! sm h.inmuni hv 
mote lh.it: ten .Ids s the Comp, int u illp, interest 
,)t the t.iie (It I Srk’ pe' .innum to’ the del.wst 
period 

LEAD MANAGERS TO I HE ISSUE 


SBI CAPITAL 
MARKEn UMfTED 

Shtikii Tdwers 
VI Huc>r /66 AfirwS.ilyii 
Madras 600 002 


PRADEEP DRUG 
COMPANY LIMITED 

ISSUE 

OPENS ON 

1 St June'92 


Public Issue of 33,94,100 Equity Shares 
of Rs 10 each for cash at par 
aggregating Rs 3,39,41,000 


^ ^ V 



FINAMCUU SERVICES LTD 
^-A Century Plaza 
S60 AnnaS-ilai. leynampel* 
Madras6CX)0l8 




PRADEEP DRUG COMPANY UMITED 

Rcgcl Off OH LIcTyds Road Madias600 0l4 

Bulk drugs. Bulk opportunities. 
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I4ECC describes its cwn pragnunme as 
having developed around a dual initiative: 
on the one hand, democratiiation, on the 
other, unincation for policy tnnafonna- 
tkm. Democratisation means campaigns 
to deseg re ga te schools; ensuring student 
acoeu to materials like tort and setwork 
books, and sutionery; and democratically 
electing paient-teadier-student associa¬ 
tions. UniHcation cffoits focus on bring¬ 
ing together student and teacher oiganisa- 
tioiu to change the aparthdd-designed 
curriculum. Finally, the weight of all the 
country-wide organisations comprising 
NECC is brought to bear on creating a 
new policy agenda for a ‘new’ South 
Africa. 

This literally means creating an educa¬ 
tional policy think-tank. The major effort 
in this dircoion has been setting up the 
Natioiud Education Policy Investigation 
(NEPI), a think-tank which comprises 12 
university-based working groups whose 
research focuses on different aspects of 
education: e g. language policy, adult 
basic education, adult continuing educa¬ 
tion, etc. 

It is an impressive record. As short-term 
visitors, no matter how sympathetic, we 
often wondered; Is there another side to 
this? In an energetic effort to find out, we 
were often guilty of asking irreverent ques¬ 
tions, and sometimes of pursuing them 
stubbornly. 

In our discussions with some of the na¬ 
tional leadership of NECC, it became 
clear that in the early period before the 
national co-ordinating body was set up, 
when crisis committem were strictly a 
local affair, the movement included not 
only Chaiterist (with a common allegi¬ 
ance to ANC’s Freedom Charter), but also 
Africsmist (in solidarity with PAC) and 
Black Consciousness (BC; taking its in¬ 
spiration from the perspective of the late 
Steve Biko) tendencies. After 1985, 
however, NECC was strictly a coming 
together of Charterist-affiliated country¬ 
wide mass movements. This split between 
political tendencies, on the one hand 
Chaiterist, on the other Africanist and 
BC, not only runs through the political 
life of anti-apartheid South Africa but 
also cuU through mass movemenu. This 
schism is also another sign of ‘transition’ 
times, and I shall return to it later. 

A second disconcerting faa which 
emerged in our discussions concerned the 
source of funding. NECC, we were told, 
is solely funded by foreign sources, being 
European and Canadian NGOs and 
USAID. Though somewhat extreme, this 
is not exceptional in ‘transitional’ South 
Africa. The ANC, we were told, relies for 
80 per cent df its funds on foreign sources; 
even COSATU gets 60 per cent of its fund¬ 


ing from external sources! This trend, too. 
is an issue I shall return to later 

UNIVtRSITlfS AND iNSI I rOTIONAL 

Change 

South African universities, like every 
other service sector in that society, divide 
into ‘white’ and ‘black’ with the latter fur¬ 
ther demarcated between ‘Indian’, ‘col¬ 
oured’ and ‘African’ universities. The 
leading ‘white’ universities are the three 
‘English’ institutions—Wits, University of 
Cape Tbwn (UCT), and the Durban-based 
University of Natal, where our symposium 
was held—and the single Afrikaancr 
university, Stellenbosch. From amongst 
the ‘black’ universities, the best known are 
the University of Western Cape (‘coloured’), 
the University of Durban at Westville 
(‘Indian’) and Forthare and the University 
of the North (both ‘African’). 

The burning issue in the ‘white English’ 
universities that we visited was that of ac¬ 
cess:', the need to admit ‘black’ students 
to keep up with changes in the dismantling 
of apartheid in the ‘new’ South Africa. 
All of them, without exception had some 
sort of a special admissions programme 
for ‘black’ students. This went alongside 
special admissions test and remedial pro¬ 
grammes, since most ‘black’ students 
came from secondary schools lacking in 
adequate resources and teaching staff. 
Sometimes this led to bizarre outcomes as 
at the University of Capie Tbwn with its 
Special Orientation Programme for ‘black’ 
students, introducing them lo such 
faalities as the canteen and the bookstore, 
as you would foreign students in a regular 
university! 

Confronted by such information, Aki 
Sawyer, the vice-chancellor of the Univei- 
sity of Ghana, would inevitably ask: you 
expeci ‘black’ students to adjust to ‘white’ 
universities, but are the universities ad¬ 
justing to these students? Every lime 
Sawyer raised the question, it was clear 
that the institutions concerned had 
not had occasion to give it much prior 
thought. Sometimes the administrator oi 
the researchers we were talking to would 
blink, other times there would simply be 
an embarrassed silence' 

Perhaps more than any other, it is the 
’coloured’ University of Western Cape 
which has gone the furthest in opening its 
doors to underprivileged ‘black* students. 
For the last few years, it has stopped ad¬ 
mitting students on the basis of results. 
So long as a student had passed the secon¬ 
dary .school-leaving ‘matnc’ examination, 
his or her application would be put in a 
common pool, regardless of whether the 
student had scored an A or an E in matrk. 
The university then picked 80 per cent of 
its entrants on the bs^ of a computerised 


lottery. As a corrective check in case 
random admissions had tended to favour 
students from a privileged background, 
the university admitted the remaining 20 
per cent on the basis of specific criteria: 
they had either to be ‘African’, or ‘female', 
or from ‘rural’ or ‘working class’ back¬ 
grounds. 

Instead of a speaa) remedial programme 
for a minority of students admitted on UK 
basis of ‘affirmative action’ as at Wits or 
UCT or UND, UWC organised an acade¬ 
mic support programme for all its en¬ 
trants; taking the first two weeks to teach 
them how to take notes, the next three how 
to write an outline, develop it and then 
edit the essay, etc This ambitious pro¬ 
gramme has, of course, run against the 
realities of ‘new’ South Africa: faced with 
expanding numbers of ‘black’ students 
from underprivileged backgrounds, the 
state has simply used the power of the 
purse to put a brake on it From a fund¬ 
ing policy based on a subsidy calculated 
on a per capita basis, it has shifted to a 
flat institutional subsidy regardless of the 
number of students involved. 

With the exception of UDW (‘Indian’) 
and UWC (‘coloured’), the division bet¬ 
ween ‘white’ and ‘black’ universities is so 
cemeq)ed by age-long discrimination in 
the level of resources provided that ‘white’ 
universities are generally research institu¬ 
tions whereas ‘black’ universitieFare simp¬ 
ly teaching institutions. At the same time, 
‘black’ universities are so-called not 
because of the colour of the staff, but that 
of the students they are designed to admit. 
In fact, the staff at ‘black* universities, we 
were told, is often as ‘white* as that at the 
‘white’ universities. Only that few ‘white’ 
staff members in ‘black’ universities are 
there out of choice! 

Ciiven that most ‘black’ students are 
and will be found at ‘black’ universities— 
no matter how wide ‘white’ universities 
open their doors in the name of ‘affirma¬ 
tive action’—we wondered whether ‘affir- 
inatjve action’ could be an adequate social 
remedy to the historical problem of educa¬ 
tional apartheid, or whether it will turn 
out lo be no more than an effective sur¬ 
vival strategy for ‘white* universities in the 
‘new’ South Africa! For, whether applied 
timidly as at Wits or boldly as at UWC. 
it IS difficult to see what difference an ‘af¬ 
firmative action’ strategy would make to 
resOurce-poor ‘black’ universities. When 
we posed this question to the new pro-vice 
chancellor in charge of affirmative action 
at the ‘white’ University of Cape Town, 
she ventured that the solution may lie in 
keeping ‘white’ universities as research- 
based ‘academic* institutions and chang- 
mg most ‘black’ universities into teaching- 
based ‘technical’ colleges! 
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Some Reflections 

As we came to the close of our trip, we 
naturally began a summing-up process; 
this process continued since four of us 
proceeded to Dakar to attend the general 
assembly of CODESRIA. In the spint of 
boldness without which no one can convey 
the impressions of an eight-day visit, I 
shall venture to put these thoughts on 
paper. 1 shall organise them under Five 
headings; Euro-Centrism, the Limits of 
Affirmative Action, the Politics of Fund¬ 
ing, Intellectuals and Social Responsibility, 
and the Political and the Mass Movement, 
(a) Euro-Centrism: The linkages between 
the progressive intelligentsia and the mass 
movement in South Africa is extraordinarily 
impressive; the tapestry that has been 
woven as a result cannot be found in any 
other African country today. Words that 
elsewhere signify the co-option of intellec- 
tuais in corridors of privilege—terms like 
coiLsultancy. policy research—do not have 
that one-dimensional meaning in South 
Africa. 

Progressive researchers at UCT, UWC, 
Wits 'consult' with and for trade unions 
and community organisations; at UCT, 
intellectuals get university recognition for 
not only teaching and research, but also 
time spent in consulting for communities; 
the regulations devised, in fact, take care 
not to let the same rules be amenable to 
those who would use them for profitable 
consultancies with big business. In Capie 
Ibwn, the Health, Education and Welfare 
Society of South Africa is a consultancy 
urut, but II will only consult for communi¬ 
ty organisations. Similarly, policy research 
thrives in the COSATU-organised ‘Econo¬ 
mic Trends’ network, as it docs in the 
various univcrsiiy-based NEPl groups 
focusing on education, except that this is 
research to design alternative policies for 
a ‘new’, 'democratic' and 'non-racial' 
South Africa 

It is precisely because the progressive in- 
teUigentsia in Siouth Atrica is so deeply 
socially conscious and informed that one 
is shocked to come acio's a pervasive and 
narrow Euro-centrism in the same ranks. 
One had the impression that this feature 
marks not only the elite crust of intellec¬ 
tuals, but seems to run through the ranks 
Its basis is, on the one hand, a profound 
ignorance of Africa, and on the other, a 
strong feeling of South African cxceptio 
nalism. 

We were often welcomed by well- 
meaning movement or university-based in¬ 
tellectuals as scholars from 'Africa'! 
Perhaps even more startling was the fact 
that South African intellectuals who con¬ 
sidered themselves more worldly-wise 
would lefet jo us as coming from the ‘rest 
of Africa’, a phia.se which seemed to refer 
to that undifferentiated mass north of the 


Limpopo, the etc, of Africa. 

In pan, this is one unintended outcome 
of sanctions. Sanctions were so effective 
that they literally cut off the entire popula¬ 
tion of South Africa, except for that small 
trickle of 'exiles’, from contaa with coun¬ 
tries to the north of the Limpopo. It is 
South African media that was their mam 
source of information about conditions 
in ‘independent’ Africa; the story it told 
was unfailingly a one-sided talc of poli¬ 
tical repression and economic collapse. 

Add to this a strong dose of South 
African exceptionalism—the belief that 
South Africa may be physically a part of 
the African continent, but has little in 
common with 'the rest of Africa’—and 
you understand the basis of a Euro- 
centrism that pervades intellectuals, 
whether pro- or anti-apartheid. TYue, 
South Afnca is exceptional in many ways, 
espiectally if you keep your eyes focused 
on economic indices such as the degree of 
industrialisation or the associated capaci 
ly of the South African state apparatus. 

But South Africa is also a highly frac¬ 
tured society, not only in its surface com¬ 
plexion, but in every way. The soaety that 
(he ‘whites' live in is marked by a Euro- 
pcan-stylc social welfare; the society that 
is the ‘black' townships and the Bantu- 
stans IS not. The South African state is 
similarly a bifurcated apparatus ex 
pcricnced as a liberal democracy by its 
‘white’ constituents, but a colonial-type 
stranglehold by its ‘black’ viaims. My 
point is that apartheid is not simply an 
aberration without parallel in African ex¬ 
perience; It IS, rather, the most extreme 
crystallisation of the colonial experience 

At a meeting with the Educational 
P0I1C7 Unit at Wits, wc were told of the 
exceptional and irrational character of 
apartheid, of 18 different bureaucracies 
(based cn colour and ethnic lines) (hat 
must deal with education and other ser¬ 
vices I protested. Tike the Ugandan 
bureaucracy, the creation of the colonial 
isenod. a.s an example. Every functionally 
organised ministry is basically responsi¬ 
ble for urban services only the ministry 
of education is responsible for po.st- 
pnniary schcxils while primary schools are 
a responsibility of the ministry of local 
government; the ministry of health is 
responsible for hospitals but not pre¬ 
hospital health centres and dispensaries 
which come under the jurisdiction of the 
ministry of local government; similarly, 
the ministry of transport is responsible for 
mam arteries but not rural or feeder 
roads. The octopus-like ministry of local 
government is really the government 
responsible for peasants; it is whal South 
Africans used to call the ministry of 
Bantu Affairs. Initially rooted in racial/ 
class drstinctions characteristic ot the col¬ 


onial era, this bifurcated state structure 
today reproduces a sharply class-divided 
society. How different, I asked, is our 
informal apartheid from your formalised 
apartheid? 

TVue, there Is a difference between a 
racially-based apartheid and another 
which turns on rural/urban distinctions. 
But both tend to give rise to a bifurcated 
state structure—worlds apart from Euro- 
jjean-style liberal democracy—a mish¬ 
mash of liberal institutions for ‘citizens’ 
and absolute authority lacking in any 
checks-and-balances for the ‘subjects’. 
And if ‘dismantling apartheid’ will leave 
this bifurcated .state structure intact— 
though stripped of its' racial connota¬ 
tions—it will have further ‘Africanised’ 
South Africa! 

I do not want to go into further details, 
drawing out the extent to which South 
Africa IS African, not only in its colonial 
exi>eriencc but also in its core historical 
roots. But I have a strong feeling that it 
IS the struggle ahead, the struggle for 
democratisation—for what in South Afnca 
IS called the dismantling of apartheid- 
ihat will bring to surface how African is 
the soao-political reality of contemporary 
South Africa 

(b) The I linns of Affirmative Action: In 
a paper on ‘Research, Discourse and 
Racial Domination’, delivered at the sym 
posium, a participant argued that where 
racial domination is instilutionaJised, the 
racial composition of research personnel 
IS a socially important fact He called lor 
the ‘deracialisation’ of research in South 
Africa, and critiqued those who used the 
need to mamiain quaiits as a pieiext to 
continue wnh thp status (tuo. 

The paper was met by an embarrassed 
silence from the audience, a gathering of 
predominantly white progressive intellec¬ 
tuals. The next speakers were two women 
researchers dclivenng a paper on ‘Femirusm, 
Research and the Women’s Movement’. 
They returned to the proceedings of an 
earlier conference of South Afncan 
feminists and the cntiasms voiced therein 
that academic feminism tended to be 
white-dominated with little accountability 
to black women’s organisations. After this 
descriptive summary of the earlier debate, 
the authors of the paper went on to argue 
that the attack on white feminists was 
really coming from emergent black petty 
bourgeois women. I was stunned, i could 
not but recall a similar incident in Kam 
pala ai the ‘Academic freedom’ symposium 
in 1991, whereby a progressive male 
intellectual summed up feminism as an at¬ 
tack on male progressives coming from 
women iniellcctuals with bourgeois aspira¬ 
tions! For the first time, I understood the 
position of feminists who caution against 
using Marxism to defend male privileges; 
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for here 1 was witnessing a defence of 
racial privileges using the combined 
weapons of Marxism and feminism! 

ll is surely a comment on our own 
naivete that we were surprised to sec that 
the racial hierarchy created by apartheid 
is reproduced more or less on both sides 
of the barricade. The very conference that 
we attended was a good example of this; 
the gathering of Trade unionists, militants 
aiKl academics’ was predominantly ‘whit^. 
This is, partly, an artefact of apartheid 
itself inasmuch as the reproduction of 
research skills and the higher intelligent¬ 
sia is simultaneously the reproduction of 
a racial hierarchy. ’ 

But it is also, ironically, an artefact of 
the very success of the struggle against 
apartheid in the ‘white’ population. The 
‘white* population of South Africa is both 
the most indigenous and the most dif¬ 
ferentiated of any settler population in the 
African continent. The differentiation is 
not only in socio-economic terms, it is 
also political. It is this latter fact that has 
been accentuated by the political struggle, 
particularly the mass uprising following 
Durban 1973 and Soweto 1976. 

Ail through our visit, 1 was reading a 
book by Rian Malan (My Traitor's Heart), 
a prodigal son of one of the leading apar¬ 
theid families, the Malan s. Time and 
again, Malan speaks of the experience of 
a ‘white’ intellectual choking on the 
recognition of his/her socio-economic 
status being a result of privilege, and not 
merit. That recognition moved a number 
of them to a liberal attitude, to sympathy 
with those they came to see as the victims 
of apartheid. But the most liberalism 
could beget was a philanthropic perspective. 

This characterisation, however, did not 
fit many of the ‘white’ participants of the 
symposium we attended. As individuals, 
they had made enormous sacrifices, 
voluntarily giving up most attributes of 
privilege, going beyond identification and 
support to becoming direct participants 
in the post-1976 mass uprising 1 could 
only understand this shift from a perspcc 
live of charity to one of solidarity as has 
ing taken place in a South A Inca where 
‘black’ people appeared less and less as 
simply inert victims of apartheid, and 
more and more as the very subjects and 
movers of the ma.ss uprising. 

But the recognition of sacrifice and 
commitment that lay behind the presence 
of ‘white’ militant intellectuals seemed to 
further underline the importance of the 
point that one symposium paper had rais 
ed: the need consciously to address the 
question of deracialising research m a 
society where racial domination had been 
institutionalised. 

What was disturbing at this juncture 
was not simply the embarrassed silence 


with which the paper was greeted; the very 
analytical tools with which the radical in 
telligentsia tried to grasp the meaning of 
dismantling apartheid seemed quite inade¬ 
quate. The entire conceptual apparatus 
was borrowed from an analogy with the 
experience in the US; the task of dismantl¬ 
ing apartheid was equated with and reduc¬ 
ed to a single strategy: ‘affirmative action’. 
Reading Protecting Human Rights in a 
New South Africa ^ Albie Sachs, ANC’s 
leading constitutional theorist, only con¬ 
firmed this impression: no one seemed to 
ask whether a strategy designed to address 
the grievances of a racially oppressed 
minority could be adequate to dismamhng 
the apparatus of domination which 
strangled a racially oppressed majority. In 
other words, no matter how open the ac 
cess to minority white institutions in the 
name of ‘affirmative action’, will thus not 
simply alter the racial composition of that 
minority with little consequence for the 
oppressed majority except to legitimise 
their exclusion as based on ment this time 
round? In the final analysis, will not em¬ 
bracing the language and vision of 'affu 
maiive action’ obscure the very task that 
mast bf central to democratisation in a 
‘new’ South Africa, that of institutional 
transformation? 

The cxperienccc of those independent 
African countries with immigrant minori¬ 
ties—Indians and Lebanese in east and 
west Africa, even though their privileges 
were not consolidated by political power- 
is of relevance here. In each of these coun 
tries, the accent of post-independence 
policies was on affirmative action (‘Afri- 
canisation’) and not democratisation Fx- 
pcrience shows that affirmative action 
tended to strengthen and legitimate col 
onial institutions and, practices by remov¬ 
ing from them the racial stigma; and yet 
precisely because this was at the expense 
of addressing those larger social issues 
that defined the existence of the majority. 
It turned immigrant minorities into a 
readily available scapegoat at times of 
social crisis 

(c) The Politics of Funding All through 
our trip, we inquired—and were told— 
that every experimental educational elfon 
m the ‘new’ South Africa seemed to be 
financed by foreign donors This practice, 
I have mentioned, seemed to go beyond 
the field of education At times, it even 
seemed as if this sca.s not something thrust 
by necessity, but the result of conscious 
choice While we were in South Africa, 
there were several World Bank teams also 
visiting, holding high level negotiations 
for intervention in several policy areas, in¬ 
cluding education, at the invitation of the 
ANC. In our discussions with members 
of AffC’s ‘negotiating team’, we were even 
told that their strategy was to neutralise 


the ‘right’ by inviting maximum participa¬ 
tion from the ‘international community’. 

Once again, we insisted on learning 
from the experience of independent Africa. 
At every opportunity we had, Akilagpa 
Sawyer would stress the lessons of that ex¬ 
perience: how African countries decided 
on building oasis-type universities follow¬ 
ing independence, universities that had 
little connection with the community at 
large; and how when state subsidies dec¬ 
lined with the financial crisis of the 80s, 
we turned to the ‘international communi¬ 
ty’ for assistance to meet the shortfall; 
how our financial dependence on foreign 
donors left us open to ‘restructuring’ by 
the same donors in the Ws; and finally, 
when we turned around to protest this 
development, we could nciiher find sup¬ 
port from local communities nor an alter¬ 
nate source of finance Ffe called for not 
only restructuring the curricula and 
developing relations to meet ^he needs of 
local communities without sacrificing 
quality, but also lor turning lo local com¬ 
munities for financial resources lo finance 
the very programmes that consohdaie 
community links 

But the question was never picked up 
for further discussion Where lay the 
blockage'' In the poliiic>^ of ‘transition’ 
and ‘engagemeni’ or also in ihe deepK 
Furo-centric orientation which seemed to 
assume that South /kfrtca was sev excep¬ 
tional that the experience of independent 
Africa was of little relevance to it'' 

(d) Intellectuals and Social Responsibihty 
I would like to move from moments of 
silence, however telling, to an issue that 
provoked lively and irireresting debate in 
the symposium 

Starling from the kevnoic address bv 
the national education secretary of 
COSATLI, speakei after speaker emphasis¬ 
ed the need for intellectual activity to be 
based in a critical independence The ex¬ 
perience of Soviet Union—and at times 
of Nazi Germany, in the same breadth— 
was cited to underscore the argument that 
when intellectuals play servant to any par- 
ticulai interest they end up abdicating a 
larger social responsibility With this line 
of reasoning, we were generally sympatheuc 

But as the symposium proceeded, it 
became clear that not everyone meant the 
same thing by ‘critical independence’ A 
strong undercurrent tended to the other 
extreme, one of privileging intellectual ac¬ 
tivity. This tendency presented the world 
in terms highly individualistic, loaded with 
Aynn Rand-type oppositions: individual 
reason against organisational authority, 
individual conscience against organisa¬ 
tional mandate, ll bore the seeds of an 
authoritarian perspective. 

This line of reasoning seemed to equate 
soaal transformation with policy translor 
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mation. The tendencv was to see policy no 
longer as a matter of choice, popular in 
a democratic environment, but as the ac¬ 
cumulation of facts by experts. The con¬ 
clusion, though always implicit, was in¬ 
escapable: the agent of transformation 
can be none other than intellectuals. 

It is, once again, a perspective not un¬ 
familiar to the African intelligentsia of the 
post-independence period, its strategic 
orientation is that of ‘revolution from 
above*, and its strategic objeaive is that 
of intellectuals serving as handmaidens of 
political power. 

Starting with the keynote speech, when 
the speaker pre.sented ‘technology’ as 
some sort of a neutral product and reduc¬ 
ed the question of technological choice to 
that of choice of product, a heavy tech- 
nicism seemed to pervade the ranks of 
participants. The period of the uprising, 
which privileged activists and the mass 
movement, was now over. The period of 
^gagement', of a transition to ‘new’ 
South Africa, was one of designing alter¬ 
nate pobcies. The great social issues of the 
day, many seemed to say, are now over and 
it remains for intellectuals to confront 
technical issues. Such a bald sutement, of 
course, does injustice to the many mili¬ 
tants in the symposium whose commit¬ 
ment to democratic transformation was 
always a source of inspiration to us. But 
it would be less than dishonest to say that 
the tendency to separate social from 
technical issues contained a seed that 
would destroy the very democracy to 
which these same comrades are committed 
today. 

(e) The PoUtical Md the Mass Movement: 
in the weeks before our South African 
visit, 1 had been writing a paper for the 
CODESRIA general assembly ih Dakar. 
One thesis in this paper was drawn from 
the experience of the post-war colonial 
reform that introduced multi-parties in 
many African countries. 1 was struck by 
the double-edged character of the reform, 
which simultvieously legalised parties and 
detached them from a highly regulated 
mass (social) movement The wilting of 
the mass movement (trade unions, co¬ 
operatives, reli^ous societies, women and 
youth groups), I thought, explained the 
ease with which political parties could be 
changed into state-parties concerned far 
less with issues of soaal transformation, 
but preoccupied with the struggle for of¬ 
fices. it was a history that I was to recall 
several times during our South African 
visit. 

The political movement in South Africa 
has its own special features. The ANC and 
the PAC, ui particular, are $t rongly shaped 
by the experience of exile, and tend to be 
organised as proto-sute apparatuses. It is 
not accidental that ANC encouraged the 


dissolution of UDF upon its return to 
South African soil! 1 was sometimes ac¬ 
cused of wanting to erect a Chinese Wall 
between the mass movement and the 
political movement. But, I protested, and 
argued that while the mass movement and 
the pobtical movement may have common 
interests, it would surely be a mistake to 
think of them as having the same interest! 

The tendency of exile-shaped political 
movements in South Africa is to define 
their identity first and foremost in ideo¬ 
logical terms. While claims about being 
the ‘only authentic* movemertt come easy 
if one’s perspective is primarily governed 
by considerations of ideology, it makes 
such movements prone to a politics of 
division and schism. With the mass move¬ 
ment, hoWever, matters are somewhat dif¬ 
ferent; its theoretical and programmatic 
differences arc contextualised within the 
very terrain of sute repression that has 
defined every moment of its development. 

We had a strong impression that whoeas 
both the political movement and the in¬ 
telligentsia are prone to sharp ideolo¬ 
gically-based divisions, the mass move¬ 
ment is less so inclined. Efforts to create 
a Patriotic Front by bringing together 
various political movements, but parti¬ 
cularly the ANC and the PAC, were still¬ 
born; but this did not stop the ANC- and 
PAC-affiliated sectors of the trade union 


movement from coming together for con¬ 
crete collaboration. COSATU and NACTU 
held a joint conference in May of 1991 to 
formulate a Workers’ Charter behind 
which both could stand; while we were 
there, both were setting up a joint 
economic policy forum to run parallel 
with the CODE^ negotiations involving 
panies. 

The real issue about the ‘transition’, I 
often thought, was not the division inside 
the political movement, but the partial 
demobilisation of the mass movement and 
its simultaneous splitting along political 
(Charterist vs non-Charterist) lines. The 
very schisms that the Great Uprising had 
pushed into the background and even 
helped to heal—those between exile ‘armed 
struggle* movements and internal ‘reform* 
movements, and those within the camp of 
‘armed strugglc^oncc again seemed to 
occupy centre stage. The relationship 
between the mass movement and the 
political movement, which it had helped 
energise through the Great Uprising, 
seemed reversed as divisions in the 
political movement percolated through to 
the mass movement and threatened to 
divide its ranks. If this tendency is allow¬ 
ed to mature, it will provide the context 
for the very political change without social 
transformation that dc Klerk hoped for 
when he embarked on his February 1990 
initiative. 
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PERSPECTIVES 


Ambedkar and the Bhagwat Gita 

Nalini Pandit 

According to Ambedkar the Bhagwat Gita is neither a book of 
religion nor a treatise on philosophy. What the Gita does is to 
defend certain dogmas of religion on philosophic grounds. It is a 
philosophic defence of the counter-revolution. 


THE Bhagwat Oita is the most revered 
religious brok in Hinduism. It is acceptable 
to people of many different religious deno¬ 
minations. It has been translated into many 
different languages. It is considered to be a 
book not only of religion but also of ethics, 
espousing eternal moral values. In the 
medieval period Shankaiacharya and Dnya- 
neshwar wrote commentaries u|x>n it. In 
modern times, great political leaders such 
as Tilak, Aurobindo and Gandhi have been 
inspired by this book. It is, therefore, natural 
that Ambedkar, who was a serious scholar 
and critic of Hindu religion and society, 
should take cognisance of this great book. 
Ambedkar was a champion of the shudras 
and atishudras in our society. He, therefore, 
has evaluated the Gita in an entirely different 
way His comments on the Gila essentially 
summarise, his critique of Hindu religion 
and society 

Ambedkar’s views on the Gila are found 
in his'unpublished book Revolution and 
Counter-rwolulion in Ancient India (the text 
of which IS included in Vol 3 of the Speeches 
and iVniings of Dr Ambedkar now being 
published by the government of Maha¬ 
rashtra) fhe book is incomplete and what 
IS available is only a first draft. There are 
many gaps and repetitions. Yet it gives a clear 
indicaiion of his views on the subject. 

According to Ambedkar the Bhagwat Gita 
IS neither a book of religion nor a treatise 
on philosophy. What the Bhagwat Gila does 
IS to defend certain dogmas of religion on 
philosophic grounds. It is a philosophic 
delcnce of the counter-revolution. 

To understand what Ambedkar means by 
revolution and counter-revolution, it is 
necessary to take note of Ambedkar’s inter¬ 
pretation of the changes in ancient Indian 
society. After making a detailed study of the 
ancient religious books, Ambedkar came to 
the conclusion that the Aryan community 
of pre-Buddhist times did not have a 
developed sense of moral values. Buddhism 
caused a moral and social revolution in this 
society. When the mauryan emperor Ashoka 
embraced Buddhism, the social revolution 
became a political revolution. After the 
decline of the mauryan empire, the brah¬ 
mins, whose interests had suffered under the 
Buddhist kings initiated a counter-nrvolution 
under the leadership of Pushyamitra Sung. 
The counter-revolution restored brahmiiusm 
The Bhagwat Gila, says Ambedkar. was 
composed togive ideological and moral sup¬ 
port to this counter-revoluiion 

The aryan society ol Buddha's time suf¬ 


fered from many social evils. Drinking and 
gambling were very common. Liquor was of 
two kinds soma and sura. Soma was a 
sacrificial wine permitted only to brahmins 
and kshatriyas. Sura was open to all and was 
drunk by all. The Mahahharat mentions an 
occasion when both Krishna and Arjun were 
dead drunk Even aryan women were ad¬ 
dicted to drink, for instance Sudeshna the 
wife of king Viral tells her maid Sairandhn 
to go to Kichaka’s palace and bring sura as 
she was dying to have a drink 

Gambling was another common vice. 
Every king had a gambling hall attached to 
his palace. King Nala staked his kingdom in 
gambling with Paskkar and lost it Yudhish- 
tir went further. He slaked not only his 
kingdom, but himseli, his brothen and their 
common wife Draupadi in a game of dice. 
Gambling was a matter of honour with the 
aryans and any invitation to gamble was 
regarded as an injury to one's honour and 
dignity. 

The aryans of pre-Buddhist days had no 
rules to govern their sexual relationships. A 
father could marry his daughter, a grand 
father his grand-daughter Vashishta married 
his own daughter Shatrupa Manu married 
his daughter l!a Daksha gave his daughter 
in marriage to his lather Brahma. There was 
prevalent among the aryans the practice ol 
renting out their daughters to others for 
a while King Yayati gave his daughter 
Madhavi as an offering to his guru Galava. 
Galava rented out the girl to three kings, 
each for a period Thereafter he gave her in 
marriage to Vishvamitra, She remained with 
him till a son was born to her 1 hereafter 
Galav took away the girl and gave her back 
to her father Yayati.' 

The religion of the aryans consisted of 
yajna or sacrifice The principal sacrifice was 
the animal sacntice It often became a 
regular carnage of cattle It is stated in Sul- 
lanipai, a Bhuddhist scripture, that at a 
sacrifice to be performed by king l^senadi, 
there were lied to ihe poles for slaughter five 
hundred oxen, five hundred cows, five hun¬ 
dred goals and five hundred lambs. 

The aryan religion was a series of obser¬ 
vances fkhind these observances there was 
no yearning foi a good and virtuous life. The 
religion was without any spiritual content 
The hymns of the Rig Veda praise Indra for 
having brought about destruction of the 
enemies of the aryans I he sc hymns are 
saturated with wicked thoughts and wicked 
purposes ^ 


iHf BlinUHlSl RfVOUUllON 

Buddha was the first great reformer in this 
ancient society Ambedkar believed that 
Buddhism could be called a revolution. 
Though It began as a religious revolution its 
sphere of influence went on expanding and 
It ended as a social and political revolution. 
Ambedkar has compared it to the French 
revolution, because, he felt, it transformed 
the whole stKial order 

Buddha himself follcrwed the highest stan¬ 
dards tor a moral life, which an individual 
could follow. He also tried to mould the 
character of ordinary men and women in 
society. A follower of Buddha had to observe 
certain moral precepts. They were (1) not to 
kill, (2) not to steal, (3) not to lie, (4) not 
to be unchaste, (5) not to drink intoxicants. 
For the monks there were additional precepts 
(6) not to cat at forbidden times, (7) not to 
sing, dance, or attend theatricals, (8) to abs¬ 
tain from the use of garlands, scents and or¬ 
naments, (9) to abstain from the use of high 
or broad beds, (10) never to receive money. 

TWo cardinal virtues of Buddhism are love 
and wisdom. Universal pity, sympathy for 
all suffering beings, goodwill to every form 
of sentient life, these were the main charac¬ 
teristics of his teaching.} 

Buddha carried On a campaign against 
three things. First, he repudiate the authori¬ 
ty of the Vedas. He denounced yajna as a 
form of religion. He ridiculed the idea that 
the sacrificial animal slaughtered according 
to prescribed rites goes to heaven irrespec¬ 
tive of its good or bad deeds. In that case, 
he asked, why do the brahmins not offer 
themselves for sacrifice? Buddha was against 
caste. His religion was open to all, to 
shudras, women and even repentant crimi¬ 
nals. The Buddhist scriptures were available 
lo all men and women. He proclaimed that 
any person who has knowledge and the abili¬ 
ty lo teach can become a teacher. A teacher 
should teach anyone desirous of getting 
knowledge and should not hold any part of 
knowledge from anyone.* 

When emperor Ashoka embraced Bud¬ 
dhism, It became a state religion. The brah¬ 
mins, then, lost all state patronage and were 
reduced to a secondary position. Ashoka 
prohibited all animal sacrifices in his 
kingdom. The brahmins who officiated at 
these sacrifices lost their chief source of in¬ 
come Consequently a rebellion of brahmins 
against the Buddhist state took place under 
Pushyamitra Sung who came from a brahmm 
dynasty. Pushyamitra destroyed the Buddhist 
state and established in us place a brahmin 
political order. This is what Ambedkar calls 
a counter-revolution. The brahmm rulers 
made brahmins a class of privileged persoas. 
1 he king was not supposed to give a 
brahmin capital punishment for any offence 
committed Now varna was turned into 
caste. The brahmins brought about a system 
of graded inequality ba.sed on birth. Inter¬ 
caste dining and marriages were prohibited. 
The position of women and shudras was 
degraded Manusmriii lays down the laws of 
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this counter-revolution. The Bhagwaf Giia 
gives philosophic defence of the new social 
order.* 

According to Hindu tradition the Giu is 
a part of Mahabharat and both were written 
by one and the same author, namely, Vyas. 
Lokamanya Tilak, in his book Gitarahasya 
has accepted this opinion. Ajnbedkar, 
however, does not endorse this view. Vyas is 
reputed to be the author not only of the 
Mahabharat but also that of the Puranas 
and the Brahmasuiras. As these works were 
separated by a long span of time extending 
over several centuries they could not have 
come from the same author. It is well known 
how some obscure authors wishing to hide 
their own identity, or to claim a greater 
credibility for their work adopted some well 
known author’s name, such as that of Vyas, 
as their pen-name. 

There is another decisive consideration 
against Tilak’s proposition, namely, the 
relative position of Krishna in the Maha¬ 
bharat and in the Bhagwat Gila. In the 
Mahabharat, Krishna is nowhere represented 
as a god accepted by all. The Mahabharat 
itself shows that all the people were not 
prepared to give him the first place. When 
at the time of the Rajsuya Yajna, Dharma 
offered to give Knshna priority in the matter 
of honounng the guests, Shishupal protested 
and abused Krishna. He not only charged 
him with low origin, but also with loose 
morals, an infnngcr who violated rules of 
war for the sake of victory. So abhorrent but 
so true was this record of Krishna’s foul 
deeds that when Duryodhan flung them in 
the face of Krishna, the Mahabharat itself 
in the Gada Parva records, that Yakshas and 
Kinnars came out from heaven to listen to 
the charges made ^ Duryodhan against 
Krishna and after iKtening showered flowers 
as a token of their views that the charges 
contained the whole truth and nothing but 
the truth. On the other hand, the Bhagwat 
Gita presented Krishna as god, ommpotent, 
omniscient, omnipresent, pure, loving, 
essence of goodness. TWo such works, con¬ 
taining two quite contradictory estimates 
about one and the same personality, says 
Ambedkar, could not have been written at 
one and the same time and by one and the 
same author.'’ 

Ambedkar seems to agree with the views 
of D D Kosambi that the Gila was composed 
in the reign of the Gupu king Baladitya. 
Baladitya came to the throne in the year 
AD467. Kosambi’s reasons for so late a date 
for the composition of the Gita are two. 
Before Shankaracharya (788 AD to 820AD) 
wrote his commentary on the Gita, it was 
an unknown composition. It was certainly 
not meniioned in the Tallavasangraha by 
Shantarakshit who wrote his treatise only 50 
years before the advent of Shankaracharya. 
His second reason is this. Vasubandhu was 
the onginator of a school of thought known 
as Vijnan Vad. The Brahma Sutra contains 
a criticism of Vijnan Vad The Gila contains 
a reference to the Brahma Sulra. The Gita 
must, therefore, date after Vasubandhu and 
after the Brahma Sulra. Vasubandhu was the 
preceptor ofthe Gupta king Baladitya That 
being so the Bhagwat Gila, or at least por¬ 
tions of It must have been composed during 


or after the reign of Baladitya ’ 

Nature of the Bhagwat Gita 

Ambedkar’s reading of the Bhagwat Gita 
led him to the conclusion that there were 
four separate parts ol the Gita. They are so 
distinct that in the treatise as it stands today 
they can be easily marked out. 

(i) The original Gila was nothing more 
than a heroic tale told or a ballad recited by 
the bards of how Arjuna was not prepared 
to fight amd how Krishna forced him to 
engage in battle, how Arjuna yielded and so 
on. This part will be found embedded in 
chapters 1, 11 and XI. 

(ii) The First patch on the original Gila is 
the part in which Krishna is spoken of as 
isvaia, the god of the Bhagwat religion. This 
part IS embedded in those verses of the pre¬ 
sent Gila which are devoted to Bhakti Yoga. 

(iii) The second patch on the original Gita 
is the part which introduces the Sankhya and 
Vedanta philosophy as a defence of the doc¬ 
trines of Purva Mimamsa which they did not 
have before. The philosophical portion of 
the Gila was a later intrusion and as such 
can be proved quite easily from the nature 
of the original dialogue. In chapter II the 
First questions asked by Arjuna are natural 
questions and the answers are also natural. 
Then suddenly Arjuna asks whether it is 
good to kill the Kauravas or be killed by 
them. This is not a natural question. It is 
a deliberate departure designed to give 
Krishna an opportunity to give a philoso¬ 
phical defence of war in terms of Vedanta 
philosophy. With regaud to the introduction 
of the Sankhya philosophy the case is quite 
obviou.s. Often it was expounded without its 
being a response to a question by Arjuna 
and whenever it was propounded in answer 
to a question that question had nothing to 
do with the war. This shows that the 
philosophic parts of the Bhagwat Uita were 
not parts of the original Gila but have been 
added later on and in order to Find a place 
for them, new appropriate and leading ques¬ 
tions have been pul in the mouth of Arjuna 
which have nothing to do with the mundane 
problems of wai. 

(iv) The third patch on the Bhagwat Gita 
consists of verses in which Krishna is 
elevated from the position of ishwar to that 
of parameshwar. This must be placed in the 
reign of the Gupta kings. The Gupta kings 
made Krishna Vasudeva their family deity. 
The brahmins to whom religion has been a 
trade, who were never devoted to one god 
but came forward to worship the deity of the 
ruling race thought of pleasing their masters 
by making their family deity into a high and 
mighty parameshwar. This must have been 
done in the 5th century AD.* 

The Gita is considered by most Hindus as 
a book of ethical teaching. Ambedkar does 
not agree with this view. He, on the other 
hand, criticises a few positions on moral 
questions taken by the Gila. The First doc¬ 
trine he criticises is the justification of war 
Arjun had declared himself against the war, 
against killing people for the sake of pro¬ 
perty. Krishna offers a philosophic defence 
of war and killing in war. The philosophic 
defence of war offered by the Bhagwat Gila 


proceeds along two lines of argument. One 
line is that anyhow the world is perishable 
and man is mortal. Things are bound to 
come to an end. Man is bound to die. Why 
should it make any difference to the wise 
whether a man dies a natural death or 
whether he is done to death as a result o( 
violence? Life is unreal, why shed tears 
because it has ceased to be? The second line 
of justiFication of'war is that it is a mistake 
to think that body and soul are one. They 
are separate, not only are the two quite 
distinct, but they differ inasmuch as the 
body is perishable while the soul is eternal 
and imperishable. When death occurs it is 
the body that dies The soul never dies. Not 
only does it never die, but air cannot dry it. 
Fire cannot burn it, and weapon cannot cut 
It. It is, therefore, wrong to say that when 
a man is killed, his .soul is killed. What hap¬ 
pens is that his body dies. His soul discards 
the dead body as a person discards his own 
clothes wears new ones and carries on. As 
the soul is never killed, killing a person can 
never be a matter of any moment. War and 
killing need, therefore, give no ground to 
remorse or to shame, so argues the Bhagwat 
Gita.'* 

This defence of a kshatriya’s duty to kill, 
Ambedkar thinks, is puerile. To say that kill¬ 
ing is no killing because what is killed is the 
body and not the soul, is an unheard of 
defence of murder If a lawyer acting for a 
client who is being tried for murder pleads 
the defence set out by Krishna in the Gila, 
there is not the slightest doubt that he would 
be sent to the lunatic asylum. 

Defence Ol Chaturvarnya 

Another dogma to which the Bhagwat 
Gita comes forward to ofter a philosophic 
defence is chaturvarnya. Ambedkar is at his 
best when he analyses this defence The 
Bhagwat Gita, he says, no doubt, mentions 
that chaturvarnya is created by god and 
therefore, sacrosanct. But it does not make 
its validity dependent on it. It offers a 
philosophic basis to the theory of chatur- 
varnya by linking it to the theory of innate 
inborn qualities in men. The Fixing of the 
varna of men is not an arbitrary act, say the 
Gita. But It is fixed according to his innate 
inborn qualities 

• Ambedkar's First criticism of the theory 
is that It IS illogical In the chaturvarnya, 
there are four varnas But the gunas accor¬ 
ding to Sankhyas are only three..How can 
a system of four varnas be defended on the 
basis of a philosophy which does not recog¬ 
nise more than three varnas? 

Ambedkar’s main objection is to the basic 
principles underlying this social system. The 
system of chaturvarnya which the Gita 
defends was in existence from the Vedic 
times. Though the Hindus regard it as the 
unique creation of their aryan ancestors, it 
IS in no sense unique The Egyptians and the 
Persians had a similar system. Plato was so 
convinced about its excellence that he 
presented it as an ideal form of social 
organisation However, the ideal of chatur¬ 
varnya IS faulty The lumping together of in¬ 
dividuals into a few sharply marked off 
classes IS a very superficial view of man and 
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his power. The ancient aryans as well as 
Plato h.ad no conception of the uniqueness 
of every individual, of his incommensurabili¬ 
ty with others and of each individual form¬ 
ing a class of his own. They had no recogni¬ 
tion of the infinite diversity of active tenden¬ 
cies and combination of tendencies of which 
an individual is capable. To them there were 
types of faculties or powers in the individual 
constitution and all that is necessary for 
social or-'-'fiisation is to classify them. All 
that IS dc, .onstrably wrong. Modem science 
has shown that lumping together of indi¬ 
viduals into a few sharply marked off classes 
each confined to one particular sphere does 
injustice both to the individual and to socie¬ 
ty. The stratification of society by classes 
and occupations is incompatible with thi 
fullest utilisation of the qualities which is 
so necessary for social advancement and is 
also incompatible with the safety and securi¬ 
ty of the individual as well as of society in 
general 

fhete IS another mistake which the an¬ 
cient Hindus as well a.s Plato made. There 
IS prcrbably some truth in saying that there 
is among human beings a diamorphism or 
polymorphism as there is among insects, 
though in the former it is only psychological 
while in the latter it is both physical as well 
as psychological. But assuming that there is 
psychological polymorphism among humans, 
it is wrong to separate them into those who 
are born to do one thing and others to do 
another, some born to command, i e, to be 
masters and some bom to obey, i c, to be 
slaves It IS wrong to suppose that in a given 
person some qualities are present and others 
absent 'On the contrary the truth is that all 
qualities are present in every person and this 
truth is not diminished in any way by that, 
some tendency predominates to the extent 
of being the only one that is apparent. So 
well established is this truth that a tendency 
which may be dominant in a man at one 
time may be quite different from and even 
the direct opposite of the tendency that may 
be dominant at another time It has happen¬ 
ed that in times of revolution, totally 
unassuming citizens, who were up to the mo- 
mcnl of the revolution humble and obedienl, 
wake up one fine day with pretensions to be 
leaders ol men " 

The soul ol the Bhagwai Ciia seems lo 
be the defence of chaturvarnya and securing 
us observance in practice. Krishna does not 
merely rest content with saying that chatur¬ 
varnya IS based on guna-karma but he goes 
further and issues two positive injunctions 
I he first injunction is contained in chapter 
111, verse 26. In this Knshna says that a wise 
man should not by counter propaganda 
create a doubt in the mind of an ignorant 
person who is a follower of karma kand 
which, of course, includes the observance ol 
the rules of chaturvarnya In other words, 
you must not agitate or excite people to rise 
in rebellion against the theory of karma 
kand and all that it includes 1 he second in¬ 
junction 1 $ laid down in chapter .Will, 
verses 41-48. In this Krishna tells that 
everyone should do the duly prescribed lor 
his varna and no other and warns that those 
who worship him and are his devotees will 
not obtain salvation by mere devotion but 


by devotion accompanied by observance of 
duty laid down for his varna. In short a 
shudra however great he may be as a devotee 
will not get salvation if he has transgressed 
the duty of the shudra, namely, to live and 
die in the services of the higher classes. 

The third dogma for which the Bhagwai 
Gita offen a philosophic defence, Ambedkar 
continues, is the karma marga. By karma 
marga the Bhagwai Gita means the perfor¬ 
mance of the bbservances, such as yajna as 
a way to salvation. The Bhagwai Gita most 
stands out for the karma marga throughout 
and is a great upholder of it. The line it takes 
to defend Karma Yoga is by removing the 
excrescences which had grown upon it and 
which had made it appear quite ugly. The 
first excrescence was blind faith. The Gila 
tries to remove it by introducing the princi¬ 
ple of buddhi yoga as a necessary condition 
for karma yoga. Become sthithapradnya, i e, 
be fitted with buddhi, there is nothing wrong 
in the performance of karma kand. The se¬ 
cond excrescence on the karma kand was the 
selfishness which was the motive behind the 
performance of the karma. The Bhagwai 
Gila attempts to remove it by introducing 
the principle of anasakti, i c, performance 
of karma without any attachment for the 
fruits, of the karma. Founded in buddhi 
yoga and dissociated from selfish attach¬ 
ment to the fruits of karma what is wrong 
with the dogma of karma kand? This is how 
the Bhagwai Gila defends the karma marga. 

The dogmas which the Gita defends are 
the dogmas put forth in Jaimini's Purva 
Mimamsa. A confusion has arisen in this 
regard because many writers have attached 
a wrong meaning to the word karma yoga. 
Most writers on the Bhagwai Gita translate 
the word karma yoga as action and the word 
jnana yoga as knowledge and proceed to 
discuss the Bhagwai Gita as though it was 
engaged in comparing and contrasting 
knowledge versus action in a generalised 
form. Phis is quite wrong. The Bhagwai Gila 
IS nut concerned with any general philo¬ 
sophic discussion of action versus know 
ledge. As a matter of fact the Gita is con¬ 
cerned with the particular and not with the 
general. By karma yoga or action the Gila 
means the dogmas contained in Jaimini’s 
karma kand and by jnana yoga or knowledge 
It means the dogmas contained in Badara- 
yana's Brahmasuirus. That the Gila in speak¬ 
ing of karma is not speaking of activity or 
inactivity, quieticism or energism in general 
terms, but with religious act and observances 
cannot be denied by anyone who has read 
the Bhagwai Gilo. 

Some people, argues Ambedkar, might say 
that the Gila is anterior to Jaimim’s Purva 
Mimamsa. There is a tendency among Hmdu 
scholars to believe in a very high antiquity 
of Bhagwai Gila. It is therefore necessary 
to find the probabilities. It is true that the 
Bhagwai Gila docs not refer to Jaimini by 
name But there can be no doubt that 
chapter 111, verses 9-19 of the Gita deal with 
the doctrine formulated by Jaimini tven 
Tilak had to admit that here the Gita is 
engaged in the examination of Purva 
Mimamsa doctrine. Jaimini however prea¬ 
ches oure and simple karma yoga 1 he 
Bhagwai Oita on the other hand preaches 


anasakti karma. Thus the Gila preaches a 
doctrine which is fundamentally modified. 
Not onlv does the Bhagwai Gita modify the 
karma yoga, but it attacks the upholders of 
pure and simple karma yoga in somewhat 
severe terms. If the Gila is prior to Jaimini 
one would expect Jaimini to take note of this 
attack of the Bhagwai Gita and reply to it. 
But we do not find any reference in Jaimini 
to this anasakti karma yoga of Gita. Why? 
The only answer is that this modification 
came after Jaimini and not before.'^ 

Why did the Bhagwai Gita feel it 
necessaiy to defend the dogmas gf counter¬ 
revolution? Ambedkar thinks that the 
answer is clear. It was to save them from the 
attack of Buddhism that the Bhagwai Gila 
came into being. Buddha had preached non¬ 
violence. The people had accepted non¬ 
violence as a way of life. Buddha preached 
against chaturvarnya. He allowed shudras 
and women to become sanyasis. Buddha had 
condemned the karma kand and the yajna. 
He condemned them on the ground of 
violence and also on the ground that the 
motive behind them was a selfish desire to 
obtain boons. What was the reply of the 
counter-revolutionaries? Only that these 
things were ordained by the Veda.s, the Vedas 
are infallible, therefore, the dogmas were not 
to be questioned. In the Buddhist age, which 
was the most enlightened and the most ra¬ 
tionalistic age India has known, dogmas 
resting on such silly, arbitrary, unrationalisttc 
and fragile foundations could hardly stand. 
So the Bhagwai Gila came to their support, 
it resuscitated counter-revolution and if the 
counter-revoluttion lives even today, it is en¬ 
tirely due to the plausibility of the philoso¬ 
phic defence which it received from the 
Bhagwai Gita." 

Most historians of ancient India will not 
agree with Ambedkar on the use of the ter¬ 
minology of revolution and counter-revolu¬ 
tion for the rise of Buddhism, its decline and 
the consolidation of brahmanism. The word 
social revolution implies a fundamental 
change m the social structure. Ambedkar has 
relied mainly on the teaching of Gautam 
Buddha. He has not given any evidence to 
prove his contention that there was a change 
in the social system under the rule of Bud¬ 
dhist kings and the conditions of the shudras 
and women had improved. However his con¬ 
clusion that the Bhagwai Gita by its 
philosophical defence of the chaturvarnya 
helped the consolidation of brahmanism and 
the hierarchical system of caste cannot be 
disputed. 


INotea 

1 Dr Babasaheb Ambedkar—IVritings and 
Speeches. Vol 3, pp 153-56. 

2 Ibid, pp 175-76. 
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REVIEWS 


Dominating Knowledges and 
Subjugated Practices 

U Kalpa^am 

Dominating Knowledge: Dtweiopment, (Culture and Resibtance edited by 
Frederique Apffel Marglin and Stephen A Marglin; Clarendon Press, Oxford, 
1990, pp xii + 293, Rs 300. 


IN the current post-modern debates in the 
west scepticism towards knowledge and truth 
claims and an interrogation of the rationalist 
epistemes of modern science have been 
foregrounded. T he colonial encounter in the 
Indian context has provided the necessary 
di.scursive space to engage in a critique of 
modernisation, something that most of us 
have over the years come to accept as an ex¬ 
ercise engaged almost exclusively by the 
Gandhian groups. In recent years debates 
and struggles around issues of environment 
and health has injected a kind ol scepticism 
towards modernisation and development 
thou^ in varying degices across dilferent 
groups The present set of essays can be said 
to have arisen out of a confluence of these 
three interrogative practices. Given the fact 
that Indian social science has by and large 
degenerated into a posiiion-taking exercise 
-in which each one ol us knows to which 
pigeon-hole we belong, many may not care 
to read the volume noting that it has a con¬ 
tribution bv A.shis Nandy. But I believe that 
those who do pass this book as unworthy 
of attention have perhaps scimethirig really 
to lose. 

The book is iiitcresling not because it pro¬ 
vides convincing answers to olt-iepeatcd 
question.s, but suggests new lines of ques¬ 
tioning As the title ol the book indicates, 
by raising questions regarding the supeiiority 
of certain knowledge claims, it accords im¬ 
portance to issues of epislenitslogy And in 
what follows I shall only pursue those in¬ 
teresting ideas for commenting, rathei than 
the entire range of issues which the book 
deals with 

Frederique Apt tel Marglin's very in- 
tere.sting and insightful essay on the treat¬ 
ment of smallpox in India atiempts to ex¬ 
plain why there was resistance m the 19th 
century to the introduction of vaccination 
which was superior than variolation, when 
there was no such resistance to the introduc¬ 
tion ol variolation itself in the I7ih century. 
Shearguc.s, and in my opinion quite convin¬ 
cingly, that the resistance to vaccination was 
due to the political and cultural entailments 
A repressive colonial situation meant not 
merely a repressive alien rule m terms ol 
governmental rules and regulations, but that 
these political practices were in fact accom¬ 
panied by very severe forms ol episteinic 
violence. Vaccination programmes were ac¬ 
companied both by lojocentric language ol 


vaccinators as well as logocentric behaviours, 
and these violated the non-logocenlric 
modes of thought and action. Binary op¬ 
positions of the exclusive type such as 
ralionality/iriationality, subject/object, 
heallh/illness, mind/body, life/death, and 
nature/culturc, to name a few, constitute 
logocentric thought, and are quite fun¬ 
damental to western modes of thinking The 
manner in which reality is apprehended and 
represented is very much a product of 
cultural discourses Binary oppositions thus 
framed the very possibilities of discourse in 
western thought. Apffel Marglin notes that 
in modern medical discourse .smallpox is a 
disease, and health is the ab.scnce of disease 
There is an absolute boundary between the 
two terms which mutually define each other 
as presence and absence. Smallpox in 19th 
century India is Goddess Sitala who is both 
pre.sencc and absence of disease. Variolation 
practices were embedded in the belief and 
practice of Sitala worship. The colonial vac¬ 
cination programme by identifying Sitala 
belief as obscurantism and superstition 
arrogated to itself the moial and political 
righi to overcome resistance to vaccination 
by any means. Vaccinators in the governmen¬ 
tal programmes—both colonial and 
independent—believed themselves to be 
representing a vastly superior form of 
knowledge that was completely divorced 
from the conceptual universe of the people 
they were attempting to immunise. In the 
non-logiK'enlnc approach, disease cannot be 
isolated, objectified and targeted, and the 
cultural construction of death also vanes. 
Disease and death were used to achieve the 
regeneration of self, community and 
cosmos, and there developed corresponding¬ 
ly vaiious rituals of'Sitala worship The 
logocentric approach to disease with its 
dichotomising tendencies could create a 
target population that was objectified and 
made passive and the agents of state con¬ 
sisting of medical experts, technicians and 
police who were active subjects in charge of 
searching and destroying the enemies could 
act upon the passive targeted population. 
This approach gave the stale an opportuni¬ 
ty to take control of and institutionalise an 
activity that was hitherto outside of its pur¬ 
view. Such governmeniahsing tendencies 
were perceived by the people as an attempt 
to disenfranchise them of their culturally 
legitimated roles as self-acting subjects in 


their own regenerative processes. Apffel 
Marglin suggests that had Sitala worship not 
been deemed superstitious, it would have 
been possible to retool variolators as vac¬ 
cinators, and they could have continued to 
chant hymns to Sitala even as they vac¬ 
cinated. This grassroots method of epidemic 
control would have been both cheap and less 
'oppressive. 

Ashis Nandy and Shiv Viswanallhan in 
their essay ‘Modern Medicine and Its Non- 
Modern Critics: A Study in Discourse’ pur¬ 
sue some of these themes further into the 
general arena of modern,medical discourse. 
They note thai ‘development’ has endorsed 
the claims to power over the body as a 
domain of s<x:ial knowledge and social inter¬ 
vention By politically redefining the body 
a.s separate from selfhood, once again made 
possible by imposing logocentrism onto 
non-logocenlrism, it could be manipulated 
and controlled by external foices The scep¬ 
ticism that existed in mo.st traditional 
systems of medical thought was lost once 
modern medicine consolidated itself into a 
positivist science. The scepticism and .scll- 
cnticism that survived in the popular culture 
of 17th century Hutopc did not translate 
Itself into a philosophical doubt within the 
system ol positivist modern science that 
drew Its self-definition from the Popperian 
principle of falsifiability By becoming 
philosophically and culturally less self- 
critical. modern medicine could successful¬ 
ly suppress many forms of criiical con¬ 
sciousness within It. By retrieving from the 
‘archives of dissenting western imagination’ 
in early 2Uth century India some of tho.se 
critical consciousnesses, they show how the 
dialectic between the ‘self’ of modern 
medicine and its ‘other’ figured in the 
dialogical imagination at a coercive his¬ 
torical juncture. The feminist-theosophists 
sought to move from the ‘museum of 
modern science’ scaffolded within cla.ssi- 
ficatory grids and regimentation of bodies 
that were bounded within a linear- 
evolutionary framewoi k, to produce a ‘circus 
that domesticates alien bodies but allows for 
free-wheeling imagination’. The ‘surrealistic 
bricolcur of bodies’ that theo.sophy produc¬ 
ed was meant to countei the hegemony of 
modem medicine. Pluralising bodies makes 
their regimentation that much more difficult 
for modern medicine. 

Whereas theosophists saw m modern 
medicine a legitimising principle of the state, 
which allowed it to inspect, survey and 
classify people in terms of medical 
categories, Patrick Geddes a maverick 
biologist and supporter of swadeshi saw 
‘science’ itself as cognitively coercive. His 
vision of university system in India involv¬ 
ed one in which competing notions of 
knowledge and pedagogy were in residence 
and in dialogue. One instance of the 
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cognitive coercions implicit in the emerging 
discourses of development in early 20th 
century India is evident from the whole 
range of class!ficatory schemes that were 
evolved whether of the census or the report 
of Industrial Commission in all of which the 
first category encompassed all those below 
It The first category was primary, stable, 
efficient, more burcaucratisable, whereas the 
lower forms were ‘unscientific’ structures 
that were to be defeated, absorbed and 
marginalised. 

Gandhi’s critique of modernity entailed 
‘cognitive indifference’ and cognitive 
re$i.stance to the products of modern science 
More importantly he sought to overcome the 
dualism of subject/object in which modern 
science is grounded. For him experiments 
were not to be conducted on others but on 
oneself, and in this he seems to have antici¬ 
pated I'oucault’s ‘Icchnologies of the Self. 

Arjun Appadurai’s essay ‘Technology and 
the Reproduction of Values in Rural Western 
India’ deals with epistemological gains and 
losses arising out ol the introduction of 
lechnoliigy in agriculture These accretions 
and aiiritioiis lo knowledge are not solely 
at a technical level but informs a whole way 
of litc. For those familiar with Raymond 
William’s ‘Key woids’ we know that the early 
usage of the word ‘culture’ referred to ten¬ 
ding ol something, basically crops and 
animals. Thus ‘agricullure’ and ‘culture’ are 
'closely interwoven It is Ihercforc not sur¬ 
prising lhai Appadurai considers the moral 
costs of economic change along with the 
political Such a reckoning was attempted 
by considering what core values need to be 
."^eprc-duced lor the community itself lo be 
reproduced, and as he notes “not necessarily 
in an uiicliaiiging lashion, but in a way that 
presc^ves ils distinctive .social lilc”. In the 
rural community of western India that he 
studied, he identified the core values and 
thus the central social forms as those revolv¬ 
ing around ‘sociality’ itself. He notes that 
linkages beiween persons and groups were 
seen as valuable by the members of the com¬ 
munity, and much of if was taken for granted 
not only as means but also as ends in 
themselves. In such a situation if a particular 
process of technological change erodes the 
prime value of sociably, then the change in 
question is inimical to the reproduction of 
the community From this vantage point ii 
Is clear that in many traditional societies it 
IS difficult to distinguish between purely 
technical knowledge and knowledge that is 
lied to larger normative and social end.s, and 
embedded in widei social religious and 
epistemological grounds. When a modern 
technical discourse emerges, it is drstincl and 
divorced liom the epistemological fabric ol 
the community, and in time the latter is 
rendered obsolete. The most la.scinating 
aspect ol the essay is the retrieval and usage 
of texts from the archives of 19th century 
rural life to show how a new agronomic 
cpisicme emerged. The languages of com¬ 


mercialisation and its accompanying 
epistemological framework provided insights 
on the level and nature of commercialisa 
tion itself. In the early texts, the concept of 
‘capital’ is not used at all and ‘profit’ is seen 
in prolo-capitalistic accounting terms. This 
corresponded with a phase of incipient com¬ 
mercialisation. The later texts reveal a vast¬ 
ly more complicated agrarian process. In the 
formation of the agronomic discourse, the 
kndwiedge of the farmers is simply absorb¬ 
ed into the larger and more rationalised ‘of¬ 
ficial’ discourse. The entire scheme of 
agricultural knowledge gets transformed into 
a seamless web of technical information in 
which the distinction between what the 
farmers already know and what they do not 
know IS obscured For Appadurai, this 
transformation of practical knowledge into 
agronomy is the crucial symptom, at the 
level of discourse, of the prcKcss of commer¬ 
cialisation. As the agronomic discourse 
became more technical, il correspondingly 
became less sociological. ‘Agronomic tunc’ 
sought 'o replace ritual periodicities in tram- 
ing agricultural activlies. 

After sketching the changes in the agri¬ 
cultural discourse, he locuses on .specific 
shilts in practice and ideology at the level 
of a single village By considering changes 
in irrigation technology in the village, he 
instances the situations of knowledge loss 
as well as shifts in ways of knowing. Com¬ 
mercialisation and the attendant epistemo¬ 
logical changes have tended to transform the 
prime value of sociality. Whereas earlier 
co-opcraiion between people was a value in 
Itself, now co-operaiion became a strategy 
to handle the double jeopardy of conimcr- 
cialisation, of both toiced market involve¬ 
ment and more precarious subsistence. Cast 
within a Durkheimian mould, the influence 
of Pierre Bourdieu’s ‘Outline of a Theory 
of Practice' is quite evident even if 
unacknowledged 

As if lo compensate and console us lor 
all the epistemological invasions and losses 
that we have succumbed to, Stephen Marglin 
analyses how in western industrial .societies 
also such prtKcsscs lake place. Such cultures 
do not foster either holistic or individualistic 
meaning tor most forms ot work. For 
holistic meaning to be acquired, work has 
to be embedded in the ciiliural fabric and 
It has to be an expression of one’s relation 
ship to the cosmos. Individualistic meaning 
requires that one be in control ol priKCss and 
product, making it possible to create mean¬ 
ing. Margin! notes that in both ludaeo- 
Chnstian and the Greek tradiiions, work is 
disembedded from coniexi that might make 
It nicaningtul. Also starting wnh Plato and 
Aristotle one system ol knowledge became 
hegemonic This cultural disembeddedness 
of v/ork facililaied the capitalist control of 
both process and product. The worker was 
not empowered by culture to defend the 
union of conceptualisation and execution 
and thus became amenable to control Not 


only was the capitalist culturally empowered 
to a.ssiime control, but in so doing he could 
restructure the field of resistance as well. By 
drawing a very useful distinction between 
‘techne’ and ‘episleme’ he finds ‘techne’ is 
closer to practical knowledge while ‘epi.steme’ 
IS theoretical, logically derived, universal, 
impersonal knowledge that is possible of 
verification. In the evolution of capitalist in¬ 
dustrial system, worker's knowledge equated 
with ‘techne’ lost it.self to ‘episteme’ that the 
capitalists now possessed. In order to show 
the difference between the western Concep¬ 
tion of work and that of the Indian, he 
describes the work organrsation and techno¬ 
logical change in a weaving community in 
Orissa in which attempts are made to 
preserve both holistic and individualistic 
meaning. But our own understandings of the 
manner in which textile industry in all its 
forms developed docs not convince us that 
the embeddedness ol work with culture in 
the Indian context had empoweied the 
workers to resist the onslaught of capital To 
that extent Marglin’s e.ssay le.stifics more to 
the univer.salising capacity ol modern forms 
of knowledge systems His plea that we look 
more to Mahatma Gandhi in our develop¬ 
ment strategy is something that needs to be 
examined on the basis ol this understanding 
of modern power The value of Marglin’s 
essay lies in the exiKisition of certain western 
philosophical presuppositions regarding 
'work', and in tracing the history of modem 
fornis of capitalist control and industrial 
discipline. 

In two es.says that deal with a critique of 
modernisation theories, lanq Banuri, 
displaying quite an amazing command over 
a whole body ol modernisation literature, 
attempts to convince us that modernisation 
theories, ideologies and practices signifying 
.1 hegemony of cerlain knowledge system has 
always been confronted by alternative ways 
ol seeing and knowing the world that have 
been indigenous to ‘native’ people. Moder¬ 
nisation Ihconsls not only learnt to speak 
on behalf ol these people, but in so doing 
translated their views into the language of 
moderm.sation, and used the translation as 
a legitimation for further intervention. He 
contrasts the modern ‘way of seeing’ with 
the ‘alternative’ ways of seeing as the distinc¬ 
tion between the impersonal and the per¬ 
sonal ways of comprehending the world. He 
refers lo these as impersonal and personal 
‘maps’, and these maps are integral to any 
cultural system. The key dimensions of these 
cultural maps are the theories of the self, of 
knowledge and of the universe. Whereas in 
the impersonal map, it is possible to con¬ 
struct an ‘individual’ separable from the 
environment—social, physical and intel¬ 
lectual—in the ‘personal map’ there is a rela¬ 
tional identity between the two. The project 
of modernity, with its task of rationalising 
the world, succeeded in asserting a hierar¬ 
chical relation between the two maps in 
which the impersonal map was deemed 
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superior. Impersonal maps made centralis- 
d interventions, mostly by governments, 

'sssible, thoi gh Banuri does not see that as 
its necessary corollary. He therefore suggests 
as alternative, an ‘epistemological decen¬ 
tralisation’ even while retaining the imper¬ 
sonal maps. 

These essays have been introduced by 
Stephen Marglin pleading for a ‘decolonisa¬ 
tion of the mind’. With this volume we note 
that modernisation debates have come a 
long way. Sometime in the mid-SOs Daniel 
Lerner had suggested that non-western 
societies are difficult to modernise as they 
are composed of ‘immobile personalities’. 
Many of these es.says actually indicate how 
in tact our personalities have been 
reconstituted through a coercive process, 
even if we have not achieved the expected 
levels of modernisation 

It IS not unlikely that a reader of this book 
asks for the political implications of this ex¬ 
ercise. And in anticipation of those questions 


ALTHOUGH there is no dearth of recent 
writings on Bengali women—historical, 
I'lterary or coiitcinporaiy—this new book on 
the same theme nevertheless deserves caret ul 
reading It demonstrates convincingly how 
an ongoing theoretical debate lan be enrich¬ 
ed and advanced by the use of findings from 
competent field research at the hands of a 
well-informed scholar I have great sympathy 
with Standing’s aim “to deconstruct the 
universalism of much sociological and 
popular theorising” (p f) about concepis 
such as family, household, (emalcncss or 
maleness And that she docs so without fall¬ 
ing into the iwin irap of cicaling a culiuial 
exotica is one of the most wclctinic features 
‘of this book 

The book is about working women but its 
main focus is on the impact of women’s 
employment on intrahoiiseliold relations and 
familial ideologies Standing uses a mixed 
methodology combining a sample survey of 
women workers along with detailed struc 
tured and unstructured interviews with 
several members of the households ol each 
worker woman. This methodology appeals 
to have worked well because one gets a good 
sense of the real issues involved and of forces 
challenging them I-or e.xiimple according it) 
the dominant ideology in this region, house¬ 
holds are supposed to be based on male 
lineage alone; but in practice many of them 
include a wide variety ol natal and affinal 
kin and al.so other associations of longstand¬ 
ing. Standing argues that, tar from being 
deviations, these households arc outcomes 
of very real constraints and compulsions for 
those concerned. Similarly, she found many 


with which I am quite in sympathy, let me 
state that 1 and perhaps some of the con¬ 
tributors themselves do not believe that even 
if we were to retrieve all the cognitive losses 
that we have suffered in the last three hun¬ 
dred years, such retrieval docs not imply an 
expansion of the choice set for possible ac¬ 
tions, in particular actions and social ar¬ 
rangements that particular cognitive systems 
suggest. The book is interesting not because 
of the possible political options it sugge.sts, 
but because it highlights the complex pro¬ 
cesses of how power, knowledge and culture 
interact. We can do nothing but agree with 
Hegel that history has decided irrevocably 
in favour of the western world to provide the 
context and categories for exploring all other 
tradiuons of thought. The book is interesting 
if read with the foucaultian insights of 
how modern power constituted certain 
knowledges,-and how these knowledges 
helped to sustain that power. The book is 
the outcome of a seminar conducted by 
WIDER. 


examples of families which, contrary to 
general expectations, showed little urge or 
iiiclinalion to arrange marriages (oi their 
working daughters. Again these weic nol to 
be treated as odd exceptions but as part of 
the new social dynamics which tias lo be in¬ 
corporated III our current analysis of social 
trends 

C'hapici of the book deals with the ques¬ 
tion. does women’s employment altei intia- 
household powei relations in thcii tavoui? 
Does carimig an income change a woman’s 
sidlus in llie household lor bettei’' In many 
ol her field cases, the answer was far Irom 
an unambiguous yes or no. Standing docs 
not blush away the complexity ol these 
responses; rather she seeks to widen the 
terms ol the debate to include on the one 
hand, different shades ol what is meant by 
women’s status—a bounded but mdcpctidcnt 
space as lor example when wotiion niaiiage 
a prefixed household budget—or powers ol 
decision-making, loi deciding items to be 
included oi excluded in lamily budget—or 
total autonomy i. keep and spend one’s own 
eainmgs On the )ihei hand the actual status 
ol an earning woman is shown lo be a luiic- 
lion not just ol her income oi ol lainils 
tradition but also ol personal and poli¬ 
tical struggles and the will ol the woman 
concerned 

Standing’s allcmpis to liisioiicise the 
esoluiion Irom the I'fth cciuuis of the 
Bengali hoiisew ile is m'oic peiccpiiye than 
attempts b\ many ol hci predecessors in the 
field because she lakes account ol the very 
sharp class-based dillereiices m life styles ol 
the various women atlecicd by new urbanis¬ 


ed occupations and family patterns in the 
colonial regime. As she points out (p 66) for 
most middle class women, the new emphasis 
on marital companionship was of little 
relevance in joint family living where intra- 
generational relations were the most impor¬ 
tant But for most of them, living in a cash 
economy was indeed a major new challenge. 

Standing traces.the invariability of 
women’s household responsibilities even 
when economically active not so much to 
this process of ‘housewifesation’ but to the 
regional ideology which defines f?malene.ss 
Itself in terms of not what women are but 
what they do. This is where Standing seems 
to have failed to follow her own logic to its 
conclusion. If femaleness is defined in terms 
1)1 iiiliahousehold division of labour bet¬ 
ween genders, then is that true also ol 
maleness'? If so. how do unemployed or 
economically unsuccessful males who no 
loiigei are the household’s bread-winners 
manage lo maintain their familial authority’? 
And why is it that families have little dif¬ 
ficulty III accepting the wider roles ol work¬ 
ing women as shown by Standing’s own find¬ 
ings’’ Is It that women lose femalcness not 
so much by accepting new, even male kind 
of roles as by giving up their traditional 
ones? Or is femalcness const it uled not so 
much ol women being confined to a limited 
number ol roles as ol their accepting the 
authority ol the family or patriarchal '.sowers 
for linal decisions in the mailer? Beihaps 
the book needed some more analysis ol the 
position of men in (amilies ol woikiiig 
women—whethei oi not lliev have problems 
III itieii sell-iniagc oi in maintaining then 
aulboriiy There aie populai answers to these 
questions but one would have liked Stand- 
ftig type ol saielul analysis ol Ihe issues 
msoivcd 

I he methodology ol this si udy could have 
been used li ml fully to lliiow some light on 
another related issue Itie impact ol women’s 
work and income on domest ic violence and 
on sexual lelalioiis between inairied couples 
Women's otganisalions have noted some in¬ 
teresting trends in this held In poorei 
households a woiking woniaii is not rid ol 
domestic violence but she is somewhat more 
willing lo piotesi about it In ‘bhadialok’ 
lainilics. successtui caieei ol a woman often 
triggers oil doineslii violence due perhaps 
lo newlv induced male impoleticy In lew 
cases does wor k give women any autonomy 
Irom concepts ol ehaslily oi wifely submis¬ 
sion It would have been a useliil addition 
lo the dimensions one needs to examine 
III the debate about work and women’s 
auloiiomv 

The book is not easy madirig The authoi’s 
anxiety not to overlook any of the relevant 
hypolhc,ses and lo vet each of them against 
her factual findings makes her wiitinp 
somewhat turgid, I would still recommend 
It specially lo young scholais as an antidote 
lo the flabby diet of esoteric models to which 
they are being expo.sed. 


Family, Household and Working Women 

Nirmala Banorjee 

Dttpfnclonct' and Autonomy; Women'is Kmployment an<l the Family in 
Calcutta by Hilary Standing; Roiitledge, l.ondon, 1991; pp X 4 198. 
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SPECIAL ABTICLES 


What Is a Muslim? 

Fundamental Commitment and Cultural Identity 

Ake<‘l Btlgrami 

This paper studies the question ‘WhaUis a Muslim?’ in the dialectic of a conflict arising out of a concern for 
Islamic reform. The conflict is one that arises because of moderate Muriims’fundamental commitment to a doctrine 
which con tains features that are often effectively invoked by the absolutists. If a full analysis of the commitment 
reveals its d^ensive function which has disabled Muslims from a creative opposition to the absolutists, and if, 
moreover, this function of the commitment is diagnosed as itself based on a deep but common philosophical 
fallacy, it should be possible then for moderate Muslims to think their way out of this conflict and to tran^orm 
the nature of their commitment to Islam, so that it is not disabling in that way. 


I 

IN recent yeari, the concept of identity has 
had Its corset removed and hangs loosely 
and precariously in the domain of culture 
and politics 1 his is largely a result of a 
gradual realisation in theoretical work in 
these subjects that local contexts of study 
determine our individuation of cultural 
phenomena quite variously, and that it is 
much too tidy anfl distorting to demand, or 
proceed as if there were stricter criteria for 
their identification. The point cannot be 
dismissed as some arcane, post-modern 
development in the theory ol culture It ac¬ 
curately captures the experience ol in¬ 
dividuals and communities I recall that 
some years ago in India, almost to my sur¬ 
prise, 1 heard the words ‘1 am a Muslim' on 
my lips It IS not just to meet a theoic'ical 
demand that I had better specify the con¬ 
text. I was looking for paying guest accom¬ 
modation III a neighbourhood with a predo¬ 
minantly lower-middle class Hindu popula¬ 
tion, hostile to Muslims A landlord who 
was interviewing me asked me what my 
religion was It seemed hardly to matter that 
I found Islamic theological doctrine wholly 
non-credible, that 1 had grown up in a home 
dominated by the views of an irreligious 
father, and that 1 had then tor some years 
adopted the customary aggressive secular 
stance of those with communist leanings It 
still seemed the only scll-respcciing thing to 
say in that context It was clear to me that 
I was, without strain or artificiality, a 
Muslim for about five minutes ' That is 
how negotiable the concept of identity can 
tie. 

Lying behind and consolidating the con- 
textualisation of ‘identity’ is a somewhat 
more abstract point Quine has argued that 
the concept of identity occupies the minds 
of theorists only in the primitive stages of 
inquiry.^ In this phase one is prone to anx¬ 
iety over one’s lack of exact criteira of iden¬ 
tity of given phenomena, anxieties which are 
often released in stnet stipulations or in tax- 
onomical theorising, which one then sheds 
as investigations become more theoretically 
sophisticated. Quine was concerned primari¬ 
ly with the phenomena and concepts studied 


by natural science, but the point, it seems 
to me, IS no less valid, for questions such 
as ‘What IS a-Muslim?’, ‘What is an Indian?' 
and so on. As inquiry advances, the absence 
of strict criteria needs no longejr be seen as 
a sign of one's confusion. It is justified by 
the tact that the concept in question 
(‘Muslimne^s’, ‘Indianness’, as it might be, 
or ‘electron’, ‘the unconscious’...) is to be 
understood as having a place in a more or 
less systematic theory, with its own par¬ 
ticular role in the inferences and transfor¬ 
mations that the theory sanctions. I'his point 
IS not the same as the point about the local 
and contextual nature of these concepi.s, but 
It allows one to embrace their Ideality with 
some methodological right. If, after all, 
these concepts depend on their place in a 
network of theory, then shifts in theory due 
to cultural ditlerencc or historical change 
will shift the inferential place and role of the 
concepts without any anxieties about losing 
our hold over them. 

One might think that these methodologi¬ 
cal observations should have made us realise 
that our obsession with questions such as 
‘What IS a Muslim?’ is irrational; and, as 
with all neur&ses, that the realisation should 
by it.self be the basis of cure. But things have 
not been that simple and more work needs 
to be done to properly diagnose the pet 
sistence not merely ol an intellectual yearn¬ 
ing which such questions reveal, but also the 
social and cultural phenomena which these 
questions are undoubtedly tracking. One 
needs to explain our interest in these ques¬ 
tions, not merely dismiss them. And, in any 
case, the best among those who have ushered 
m the localising revolution would be the first 
to say, ‘Context is only the beginning of 
wisdom’. It does not sweep conceptual pro¬ 
blems away nor does it herald the end of 
theory; it merely removes the rigidities and 
reifications of a longstanding theoretical 
tradition.' 

II 

The context of my own interest in the 
question of Islamic identity is shaped by a 
prioi political interest in the reform of Islam. 
The fate of a reformist movement within 


Islam would depend on the extent to which 
Muslim populations will consider the details 
of their identification with Islam as negoti¬ 
able, in the face of other values which they 
also cherish. There may be some for whom 
Islam IS nothing short of a monolithic com¬ 
mitment, overriding all other commitments, 
whenever history or personal encounter 
poses a conflict. But I think it is safe to say, 
despite a familiar tradition of colonial and 
post-colonial caricature in western represen¬ 
tations of Islam, that such an absolutist pro¬ 
ject is the exception in a highly diverse and 
internally conflicted religious community, 
bor the most part, there is no reason to 
doubt that Muslims, even devout Muslims, 
will and do take their commitment to Islam 
not only as one among other values, but also 
as something which is itself differentiated 
internally miu a number of, in principle, 
negotiable detailed commitments. If so, 
there is a pressing question that arises for 
anybody interested in the reform of Islam 
What arc the difficulties that recent ab¬ 
solutist assertions oi re-as'seri ions of Islamic 
identity pose for the prospect of Islamic 
social and legal reform? Like most questions 
about the determinants of culture, this ques¬ 
tion can also be posed from the opposite 
direction: to what extent is the relative 
absence of relormist thinking among mode¬ 
rate Muslims responsible for the susceptibili¬ 
ty of Islamic polities to constant threat from 
powerful minoirty movements which would 
have it that Islamic identity is, for the most 
part, non-ncgotiable?'* 

The complexity of this pair of questions 
docs not lie merely in the conflict between 
a minority of Islamic absolutists’ (or ‘fun¬ 
damentalists' as they are sometimes mis¬ 
leadingly called) ard the far larger class of 
Muslim moderates who oppose their vision 
of an anti-secular polity based on Islamic 
personal and public law (the Sharia). There 
IS widespread today a more interesting con¬ 
flict within the hearts of moderate Muslims 
themselves, a conflict made the more ex¬ 
cruciating because it is not always explicit¬ 
ly acknowledged by them. This is the ten¬ 
sion generated by their opposition to Islamic 
absolutism on the one one hand, on the 
other, their faith in a religion which is defin- 
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ed upon detailed commitments with regard 
to the {X>lity, commitments which Islamic 
absolutists constantly invoke to their own 
advantage* In the last few years it has 
beedme clear to me that this internal con¬ 
flict within the moderate Muslim will not be 
resolved in favour of the former unless he 
or she sees through to the need for a reform 
of the faith.^ But this requires a capacity to 
criticise one or other detail or even central 
features of one's fundamental commitments. 
It therefore requires a careful scrutiny—in 
part philosophical—of what,the specific 
demands and consequences of one's parti¬ 
cular commitments are in specific historictJ 
or personal circumstances. 

lliere is a tradition of political and moral 
thought which might be thought to Finesse 
these detailed tasks because it assumes that 
philosophical truth is on the side of the 
secular and the liberal ideal, and that a full 
grasp of the objeaivity of this ideal will itself 
provide the basisfor a deep and destructive 
philosophical critique of absolutism. From 
this point of view, and to put it more crudely 
than it deserves, philosophical argument by 
itself will give dne the right to describe the 
conflict within moderate Muslims as a con¬ 
flict between moral truth and falsity.* 

1 have not yet come across the 
philosophical argument which would support 
this claim, and so will proceed on the 
assumption that liberal and secular values 
have no purely philosophical justification 
which puts them outside the arena of essen¬ 
tially contested substantive moral and 
political values. They happen to be my values 
and my commitments but I will not pretend 
that philosophical ethics affords them a 
more objective status than the values of 
those who reject them or other values that 
I myself espouse 

This position is, to some extent, a specific 
application of Bernard Williams’s critique 
of some of the more ambitious claims of 
traditional 'Ethical Theory"* The targets ot 
Williams’s argument are philosophical 
theories (e g, utilitarianism, Kantian 
theories) which offer principles that stand 
outside a man or woman’s fundamental pro¬ 
jects and commitments (such as Islam, say, 
or even more immediate commitments to 
one’s family, lovers, close friends, deep and 
driving intellectual or artistic interests..), 
principles whose justification depends on 
considerations that make no specific refer¬ 
ence to those commitments, principles which 
would in fact, when called upon, be the basis 
for assessing and adjudicating between those 
commitments Though 1 will not argue foi 
it here, I believe that Williams is right in con¬ 
cluding that, on inspection, such principles 
are simply unavailable. 

However, there is a tcndciu-y, present in 
Williams's own writing (.ind much more so 
in the writings of the existentialists who, I 
believe, are his philosophical antecedents in 
this critique of Ethical Theory) to conclude 
that what this leaves us with is a moral life 
filled with fundamental commitments, and 
no particular space to stand on from which 


they can be subject to our own moral 
criticism. Criticism requires a theoretical 
position outside the arena of these com¬ 
mitments, and that is exactly what the criti¬ 
que of Ethical Theory has removed. Thus 
when these fundamental commitments con¬ 
flict, there is little scope for anything but 
moral ‘tragedy’, something that apparently 
ancient Greek playwrights understood bet¬ 
ter than ancient Greek philosophers or 
philosophers since. For those who have 
graduated from contempt and fear of the 
Islamic world to an alienated despair about 
it, this offers a cheap theoretical confirma¬ 
tion of their mood. Thus, in a curious way, 
in Williams’s picture, identity remains non- 
ncgotiable; it is just that now a number of 
different non-negotiable identities stand in 
(possibly) tragic conflict with one another. 

But the picture is not compulsory, even 
if one accepts his scepticism about Ethical 
Theory. 

Many have found the very idea of a ‘fun¬ 
damental commitment’ or fundwental pro¬ 
ject (an idea and phrase that go back to 
Kierkegaard) obscure. They would have us 
simply think of them as values, adding 
perhaps that they are ‘thick’ values, if that 
helps to bring out the particularistic nature 
of these commitments. (Not justice or 
goodness which are thin’, but a whole varie¬ 
ty of less abstract values ranging from pro¬ 
perties of character such as kindness, detach¬ 
ment, sympathy, loyalty...to commitments 
that people might have such ai to religion 
or theatre, say.)"’ To them there -seems 
nothing distinctive about fundamental com¬ 
mitments over and above thinking of them 
as one among many others in this range of 
specific values. 

But that is not my complaint against 
Williams in this discussion of Islamic iden¬ 
tity. There very likely i.v something distinc¬ 
tive about a devout person’s commitment to 
Islam, over and above its particularity. 
Though he never spells out explicitly and in 
detail what he has in mind by fundamental 
commitments, Williams says enough for us 
to infer that they lead up to the existentialist 
idea (and even perhaps ideal) of authentici¬ 
ty. And It is this connection between a per¬ 
son's fundamental commitments and the 
idea of the authentic self that explains the 
persistence of questions about identity 
(questions such as ‘What is a Muslim?’) 
despite an ack nowledgement of the radical 
Mcgotiability of the concept of identity. 

A way to expound this theoretical connec¬ 
tion IS to look to the sorts of effects brought 
upon a person by his or her abandoning— 
or the prospect of abandoning—such com¬ 
mitments. I once shared a flat with a close 
Iricnd, who was an appallingly successful 
drug-dealer. He had made far more money 
than I thought was decent, and it was money 
made on the steady destruction of people’s 
lives, some of whom were talented, even 
brilliant minds in the university. One day, 
while he was out, the police arrived at the 
door and asked me if I had any suspicion 
ihilt he was a dealer I'hey said that they did 


not have sufficient evidence to produce a 
warrant and search the place, but they were 
morally certain that he was guilty, and all 
they needed was for his room-mate to ex¬ 
press the slightest suspicion. That would give 
them enough to legally search his premises. 

I had long quarrelled intensely with my 
friend about his cynical profiteering from 
drugs and had come to find him utterly 
reprehensible in this respect. But faced with 
the question from the police, 1 found myself 
turning them away. 

Conflicts of this kind are not by any 
means unusual, nor is the sort of decision 
that 1 made The right description to put on 
my decision, in the context of the present 
discussion, is that I could not abandon the 
fundamental commitment to friendship, 
evm in the face of thorough and deep moral 
pressure from within my own,moral values. 

Here one finds oneself saying that what 
this amounts to is that I placed the valuc 
friendship over the sorts of values that made 
me disapprove of his drug-dealing; and thcic 
is nothing false about saying it. But I sug¬ 
gest that it IS not alt ihat it amounts to. 

The suggestion is not that one could never 
give up a fundamental commitment. That 
IS not what is ‘fundamental’ about it. One 
can imagine oneself allowing the police in, 
even if one had a fundamental commitment 
to one’s close friends. What makes the dil- 
ference is the kind of effect that the relin¬ 
quishing of a commitment would have upon 
one. I think it would be fair to say that for 
many people, in such a conflict, their 
betrayal of friendship would amount, in 
their own self-conception, to something of 
a different order of wrong (though not 
necessarily moral svrong, certainly not wrong 
from the point of view of utilitarian prin¬ 
ciples) than a betrayal of the values which 
take profiteering from destruaive drugs to 
be reprehensible. It is notoriously hard to 
describe why there is a different order that 
is at stake in the comparison rather than 
merely a difference in degree. But one thing 
to say is that if I had betrayed my friend, 
I would have felt a deep and integrated 
destruction of my self which is missing from 
the more ordinary, though undoubtedly ge¬ 
nuine and severe, bad feelings induced in me 
by my having failed to act on (hose other 
values. It is not merely that I would have had 
more such bad feelings or worse feelings. It 
is rather that I would have felt (and many 
(leople in my place would have felt) that 1 
had lost something much more defining of 
what held my self-conception together. The 
existentialists described the source of this in¬ 
tegrity of the self, as ’authenticity’, an 
obscure term no doubt, but examples like 
this help to convey what they intended " 
The idea is delicate and difficult but it is not 
incoherent nor irredeemably obscure 

So It IS not the very idea of fundamental 
commitment that I am balking at in 
Williams. On the contrary, even moderate 
Muslims may well have such a fundamen¬ 
tal commitment to their religion, and I think 
It is important to acknowledge this, or else 
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one might make things much too easy for 
oneself, in one’s efforts to think of the way 
out of the state of conflict in which they find 
themselves. It is'partly because the commit¬ 
ment to Islam has this deeper and more inte¬ 
grated place in the moderate Muslim’s self- 
identity. that the conflict seems so entren¬ 
ched, that reform hgs been.slow to come, 
and that absolutist minorities have gotten 
away with the sort of exploitative appeal they 
have. But, on the other hand, having 
acknowledged that there is this more funda¬ 
mental level of commitment, there is still the 
danger that one might .settle down with the 
idea of being locked helplessly in a conflict, 
a sort of ‘tragic stasis; and that would make 
things too easy for oneself in another way— 
something akin to the familiar intellectual 
laziness that accompanies existential 
anguish. In short, in the study of Islamic 
identity and the conflict that it generates in 
moderate Muslims today, it would be pre¬ 
mature either to dismiss the idea of fun¬ 
damental commitment or to rest with it in 
the form that Williams’s own writings leave 
us with. 

Whal is missing in Williams is any interest 
or effort to offer an explanation of what sort 
of animal any particular fundamental com¬ 
mitment is, whaf its origins are and what 
particular role or function it has in a per¬ 
son’s or community’s moral psychological 
economy. Different kinds of fundamental 
commitment will naturally have very dif- 
■ferent roles, but it is only if one pays atten¬ 
tion to them that one will come to some 
understanding of what is particularly disabl¬ 
ing about any particular conflict in which 
any such commitment figures, and what the 
rehabilitating elements might be. Once 
Willisuns abandons the pretensions of 
Ethical Theory, which would deliver from 
on high, general principles with a power to 
criticise particular values and commitments 
on the ground floor, he does not return to 
focus on the theoretical possibility (hat one 
might, in the process of resolving conflict.s 
between fundamental commitments, come 
to a fuller understanding of the critical 
power and generality that is huill inlo the 
commitments on the ground floor. 

I have made this last point with such 
abstractness that it might help hcie to repeal 
It with the more concrete theme of Islamic 
identity and conflict. Moderate Muslims, I 
have said, are conflicted between their op¬ 
position to anti-secular asbolutist forces in 
their countries and their fundamental com¬ 
mitment to a religion whose book speaks 
with detailed pretension to issues of the law 
and of state. They may often not perceive 
the conflict but there is plenty of evidence 
for it in their own behaviour, Confronted 
with this conflict it is templing, as I said, 
to think that this is like any ordinary con¬ 
flict between any two sets of values (in this 
case modern and traditional) and that 
sooner or later the conflict will resolve itsell, 
with one side victorious. Even if one discards 
the Whiggish tendency to think the moder¬ 
nist victory inevitable, there is this tempta¬ 


tion to think that there is nothing particular¬ 
ly distinctive or difficult about the conflict 
and its eventual resolution. There is also the 
other temptation. Acknowledging that there 
is something special and difficult about this 
conflict, which traditional moral philoso 
phers are especially blind to, there is a temp¬ 
tation to say that moderate Muslims have 
a ‘fundamental’ commitment to the conflic¬ 
ting values of Islam and of modernity and 
that, it is the arrogance of abstract 
philosophy to think that it has anything 
specific and useful to say by way of diagnosis 
or cure about something so deep-going in 
a community's moral psychology. I have 
already said something to resist the former 
temptation. In doing soy I have registered 
sympathy with Williams’s dissatisfaction 
with Ethical Theory. The latter temptation, 
lam saying, issues from a lack in Williams’s 
own approach to moral philosophy. It is a 
failure to give moral philosophy the Uks of 
mixing it up with (in this case) history in 
order to say something about the specific 
functional sources of given fundamental 
commitments (such as to Islam) and then, 
relatedly, a failure to consider a more 
bottom-up approach to the study of moral 
principles. 

Ill 

What, then, are the sources of a devout 
but moderate Muslim’s ‘fundamental’ com¬ 
mitment to Islam today? 

In answering this sort of question, there 
is yet another temptation that philosophers 
are prone ta And that is to make a general 
and ahistoiical claim about the human need 
for some sense of identity that is not merely 
determined by their material and social cir¬ 
cumstances; a son of Hegelian nod of 
acknowledgement that a long tradition 
of Marxist and Marxist-influenced social 
thought has neglected the sense of identity 
that Spirit and non-materially determined 
consciousness has to offer. Here is G A 
Cohen, chiding his own earlier work for 
precisely such a neglect. 

In Karl Marx’s Theory of History I said that 
for Marx, by contrast with Hegel, the ruling 
inieresl and difficulty of men was relating 
lo the world, not to the self [his emphasis], 

I would still arfimi that antithesis, and I now 
want to add that, to put it crudely, Marx went 
too far in the materialist direction. In his 
anti-Hegclian, Fcuerbachian affirmation of 
the radical objectivity of matter, Marx focus¬ 
ed on the relationship between subject to an 
object which is in no waj' subject, and as ume 
went on he came to neglect the subject’s rela¬ 
tionship to itself.. He rightly leactMl against 
Hegel's extravagant representation of all 
reality as ultimately an expression of self, but. 
he nevenhelcss over-reacted, and he failed to 
do justice to the seifs irreducible inieresl in 
the definition of i/sel/’lmy emphasis], and to 
Che social manifesuittons of that interest... I 
refer to the social manifestations of the 
interest in seif-identification because 1 think 
that human groupings whose lines of demar¬ 
cation arc not economic, such as religious 


coaunimities and nadoiu, are os sr/DMf oihI 
as durable [my emphaais) as they evidently 
are partly because they offer satisfaction to 
the need for self-identification. In ad h e rin g 
to tinditioaally deflned collectirities people 
retain a sense of who they are [‘Reoooddcring 
Historical Materialism’, pp IS4-S5].'^ 

I do not wish to enter into a discussitm 
of the details of Marxist theory, and my 
interest in criticising these remarks is not 
prompted by a desire to defend economic 
determinism or historical materialism. Tire 
issue between us is entirely over the ques¬ 
tion as to whether we should rest our 
analysis of the concept of religious identity 
with the seifs primitive or “irreducible 
interest in the definition of itself’.'^ I think 
it both unnecessary and wrong to assign 
one’s understanding of a particular com¬ 
munity’s relgious commitments, in a par¬ 
ticular historical and cultural context, to this 
kind of irreducible inteiest in self-definitioA. 
That would only distract us from the what 
I really wish to emphasise, namely, the 
historical and functional determination of 
a community's fundamental commitments 
and the sense of identity they impart..! agree 
with Cohen that it is a crucial funaion of 
their commitment to Islam that it does 
indeed give Muslims a sense of autonomy 
and dignity, so I am not suggesting that there 
is a materialist dissolution of religious com¬ 
mitment. But, as I argue below, that func¬ 
tion is Itself to be understood as a function 
of historical, social and material circum¬ 
stances in precisely the sense Cohen wishes 
to abandon for some concession to the sub¬ 
ject’s "irreducible interest in the deflnition 
of itself. In explaining what he rightly 
notices as the “strength and durability’’ of 
religious and nationalist sentiment, Cohen 
swings from materialist prejudice to an 
equally unsatisfactory and unhelpful ex¬ 
planatory resting-point. ” 

In contemporary Islam, the further 
historically determined function is not hard 
to trace. It is hardly questioned by uiy but 
the most stubbornly resistant ‘orientalist’ 
that a good deai of Islamic revivalism in 
various countries in west Asia, south Asia 
and nonh Africa, not to mention some of 
the northern cities of England, is the pro¬ 
duct of a long colonial and post-coionial 
history, wliich has shaped a community’s 
perception of itself in terms of the other. It 
is a defensive reaction caused not only by 
the scars and memories of western colonial 
rule but by the failure of successive govern¬ 
ments to break out of the models of develop¬ 
ment imposed upon it by a dominating 
neo-colonial presence of the superpowers 
through much of the cold war, and even 
more so now with American interests mote 
entrenched than ever in the west Asia, after 
a humiliating war. The failure of Egypt 
under Nasser and of pan^Arab secular 
nationalism to provide leadership, and the 
general Arab failure to pressure the west to 
force Israeli compromise on the Mestinian 
issue have also contributed to the appeal that 
Islam holds as a source of dignity and 


im 
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nitoiiomy in the face of what is perceived 
to be successive defeats in the hands of an 
omnipresent, controlling west in their midst. 
These points are familiar by now. I stress 
them here in order to say that if Islam is a 
‘fundamental’ commitment today, in the 
sense 1 had characterised earlier, it also has 
recognisable historical sources, and has a 
vital defensive function in a people's strug¬ 
gle to achieve a sense of identity and self- 
respect in the face of that history and the 
perceptions formed by it “ Hence the 
‘strength and durability' of Islamic identity 
has a much more situated and local explana¬ 
tion than Cohen offers. 

To be fair, it is not that he thinks religion 
(or nationalism) are irreducible needs, it is 
rather that he thinks that the need for a sense 
of identity is an irreducible need, and a fun¬ 
damental commitment to religion (or nation) 
often fulfils that need. But my objection is 
that once one sees that these identity- 
constituting commitments have specific 
functional roles in particular historical 
circumstances, the very idea of an underly¬ 
ing. expisuiatory, irreducible need for iden¬ 
tity that they fulfil is undermined as super¬ 
fluous and misleading in the study of iden¬ 
tity. That different fundamental com¬ 
mitments constitute different identities 
under different historical cia-umstances does 
not at all imply that there is an irreducible 
need for identity that is anyway there, and 
that is fulfilled by some sense of identity or 
other at different times. There is simply no 
such irreducible need. To posit it is to posit 
an explanatory dangler 

The issue between us is so large that it 
would be surprising if there were not pro¬ 
blems remaining for my functional account 
Though I cannot deal with them all here, it 
would be evasive not, at least, to mention 
the most obvious. A central problem with 
a functional treatment of identity, such as 
the one i'am proposing, is the tendency of 
some soaal and cultural phenomena (in the 
present case, conviction in a religious doc¬ 
trine) to exceed what is required by their 
functions, and thereby to attain an indepen¬ 
dent phenomenological status in the com¬ 
munal psyche. Islamist sentiment, like many 
nationalisms, in this way impresses an iden¬ 
tity on many Muslim communities which 
outruns the sort of function we have 
diagnosed it to have. The source of the com¬ 
mitment may lie m its histoncally local func¬ 
tion, but the commitment then acquires a 
momentum of us own which may survive 
even after the function has lapsed. I will 
call this phenomenon the ‘surplus pheno¬ 
menology of identity’. It is a surplus quite 
literally in the sense that it is more than the 
functional analysis can account for. It is an 
excess, a residue; and it is properly describ¬ 
ed as phenomenological precisely because it 
has no functional role in the psychological 
economy of the community. It is an 
experience without a point. 

Now it is po.ssible for Cohen to step in 
right here and claim that this is precisely 
what he intends by the idea of the sources 
of identity as being in “the selPs irreducible 


interest in the definition of itself’. He says 
as much a little after the passage 1 have 
quoted: "...people engage themselves with 
people and iruthutions other than to secure 
an identity, and then the engagement per¬ 
sists when whatever its original rationate was 
has gone, so that it becomes an identiHca- 
tion ungrounded in further reasons’ [p 157], 
In saying that the surplus has pheno¬ 
menological rather than funaional sutus, 
I may have given the impression of a con¬ 
cession to this claim. But that impression 
would be wrong. It is not so much that I 
want to deny that these engagements might 
persist. 1 want to say rather that if they per¬ 
sist in a form that genuinely confers identi¬ 
ty in the sense that I have defined above, if 
they persist in terms of authenticity and fun¬ 
damental commitment as I have sketched 
them, then it cannot be that they are 
ungrounded jn some further reasons in the 
way that Cohen allows. Conversely if they 
are now ungrounded, then they have lost 
their blue-chip, identity-imparting aspect 
and they no longer count as fundamental 
commitments in the sense that this paper is 
concerned with. If they reaUy are unground¬ 
ed in any important function, relinquishing 
these engagements and commitments (due 
to pressure from conflicting values and 
commitments) would no longer have the 
traumatic, authenticity-destroying or 
integrity-destroying effects on the psyche 
which is special to fundamental com¬ 
mitments, as I defined them earlier. 

So, if these engagements persist as fun¬ 
damental commitments and confer identi¬ 
ty in the sense that is relevant to this paper’s 
theme, then, I would argue, that it is only 
in appearance that this surplus ctHnmitmcnt 
is ungrounded, it is only at first sight that 
It has a self-standing validity. In emphasising 
the functional explanations of identity¬ 
forming fundamental commitments, in 
refusing to treat them as flowing from a 
primitive and unanalysable need in our con- 
.saousness, 1 am insisting that this slide from 
the requirements of the function to a residual 
surplus phenomenology of identity is. from 
the point of view of one level of functional 
explanation, a form of communal irra¬ 
tionality. And like all irrational phenomena 
it demands another level of funaional 
explanation. Neuroses, for example, aue 
often identified as neuroses only because at 
the level they are being identified they do not 
seem to have a funaion, they do not fit in 
with the normal asugnation of roles to men¬ 
tal states. This docs not preempt there being 
another level of funaional explanation of 
the behaviour identified initially as neurotic 
Indeed all of psycho-analytic theory is 
founded on this assumption. 

Perhaps a bater and closer analogy is 
with the phenomenon that Eliot located in 
much romantic poary and other writing, 
and which he scathingly described as lack¬ 
ing an ‘‘objective correlative''.''’ The sen- 
timenulity he noticed in such poary— 
missing, in his opinion, in the finest 
examples of what he and others called 
‘metaphysical’ poetry—was the product of 


a surplus emotion, emotion which exceeded 
the demands of its ground or objea. Here 
too it is possible for someone to reply that 
such excess sentiment is'a primitive and 
irreducible fact in the poaic consciousness 
and in readers’ response, but that again 
seems to me to misdescribe the fKts. Eliot’s 
negative evaluation of the phenomenon 
depended precisdy on its not having this sort 
of rock-bottom justification within poetics 
1 e, the phenomenon demanded another level 
of explanation in the poet or reader's poson, 
which Eliot considered an irrelevant, 
egotistical intrusion into the poetic and 
critical tasks at hand. So also, what I have 
called the ‘surplus phenomenology of iden¬ 
tity' is to be seen as an irrational tendency 
in the life of cultures and communities 
because it too outpaces the level of func¬ 
tional explanation we have offered, and 
similarly demands a fuaher, extrinsic level 
of functional investigation. 

It may be helpful to move from these 
analogies to an example: Ihke the survival 
of Hindu nationalism in India today. Its 
sources are usually analysed in terms of the 
function it served in mobilising the Indian 
masses against British colonial rule, but it 
is evident everywhere that the communal 
sentiment ha.s survived that function since 
colonial rule ended This would, from the 
point of view of that level of functional 
analysis, be correctly viewed as a form of 
irrationality And I am saying that it would 
be quite wrong to claim that, whatever its 
functional sources, once the sentiment 
comes into existence it meets a sdf-standing 
rationale in the subjea’s irreducible need for 
sclf-dcfinition. There are clearly other func¬ 
tions it now serves, which would require 
another level of funaional investigation, 
thereby explaining the irrationality. (I have 
elsewhere analysed the most recent wave of 
Hindu nationalist feeling in terms of the 
funaion of creating a mythological Hindu 
unity in the face of recent efforts to expose 
the deeply divided nature of Hindu culture 
by the implementation of affirmative action 
policies in favour of backward Hindu 
castes.'*) 

1 conclude, then, that there is no reason 
to take a theoretical stance which would depy 
the irrationality of these surviving or surplus 
phenomenologies of identity and glamorise 
them with obscure, uiuuuilysable philo¬ 
sophical notions such as the subeja’t search 
for irreducible definition of itself. It is true 
that it is not a form of irrationality which 
has been much studied by philoaophical an¬ 
thropology or the theory of culture.'* But 
that may well be just because it is too often 
relegated to some rock-bottom need for self- 
identification, which then absolves these 
disciplines from further diagnostic work. 

IV 

La me return to how the identifying of 
the specific historical and functional sources 
of the commitment to Islam opens things 
up in the study of the conflia under 
discussion. 
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It ia becaiiw thdr conunitoient to Idun 
today it to a iaiye extent governed by the 
bighly defensive Ainction that moderate 
Muiliini fiod k particulariy diRicuh to make 
a lubstantial and sustained criticism of 
Islamic doctrine; and this, as I said, leaves 
them open to be ecpioited by the political 
efforts of d>solutist movements which 
exploit the doctrine for their own ends. Their 
defensivenest inhibits them with the fear that 
such criticism would amount to a surrender 
to the forces of the west, which have for so 
long shown a domineering colonial and 
post-colonial contempt for their culture. 
Thus it it that the hittorically determined 
fuiKtion of their ooirunitment, the source of 
their very self-identity, loops back lefledvely 
upon Muslims to paralyse their capacities for 
self-criticism. 

That a fundamental conunitment could 
be further diagnosed along these lines— 
something that Williams’s theoretical 
framework has no particular place for or 
interest in—opeiu up various other lines for 
thinking abut its unsettleability in the face 
of conflict. For it gives us space to examine 
whether there might be aspects of the 
commitment and its function in one’s 
psychological economy, which are super¬ 
fluous oi even incoherent. It thus gets us 
beyond the stultifying idea of being locked 
in a tragic and irresolvable conflict between 
such commitments. Let me pursue this 
general point further with the specific issue 
of Islam. 

I think that it is possible to argue that 
cnticai reflection on the inhibiting effect of 
the defensive function of their contemporary 
commitment to Islam should lead Muslims 
to the conclusion that there is a simple but 
deep philosophical malaise at the heart of 
it; and that, in turn, should open a path to 
distinguishing between different aspects of 
their faith in a way that allows for its 
doarinal reform, and so eventually allows 
for the conflict they find themselves in to 
be resolved in favour of a more determined 
opposition to Islamic absolutism than they 
have been able to produce so far. 

What do I mean here by a philosophical 
malaise? I have already granted that the con- 
tonporary re-aaaertioa of lalamiat sentiment 
in many countries as well as a good part of 
the moderate Muslim’s own commitment to 
Islam is the product of a certain history of 
subjugation and condescension, which con¬ 
tinues today in revised but nevertheless 
recognisable forms. Why, then, am I not 
showing the appropriate sympathy towards 
these defensive stances? It is in answering 
this question that the specifically abstract 
character of the malaise is revealed. 

The answer is that Muslims themrelves 
have taken the wrong attitude to this 
historica] determination of their Islamist 
sentimoits. Their own observation of the 
rede of colonialism and the west in shaping 
their commitmenu and identity ought to— 
but alas, does nor—have a strictly limited 
and circumscribed role in their own self- 
coBoeption. The acute consciousness of and 


obsession with the historica] cause of their 
commitment has made them incapable of 
critical reflection about the commitment 
itself. Fbr too long now there has been a 
tendency among Muslims to keep saying: 

haw got to understand why we are like 
this’, and then allow that frame of mind to 
dominate their future actions. This has 
destroyed their capacity for clear-headed, 
unreactive political thought add action. 

There is an air of paradox in my claim: 
one’s coming to an understanding of the 
historical source and function of one’s com¬ 
mitments can put one in an unreflectiyc and 
uncritical state of mind about those very 
commitments. But the paradox is only 
apparent. Understanding a phenomenon is 
something that occurs in the third person. 
And, of course, we do often take such a third 
person stance toward oursetves. But, to allow 
such a stance to develop into defensive and 
reactive commitments is to rest with a third 
person conception of ourselves. It is to deny 
the first person or agent’s point of view. 
Thus (when considering the spread of 
absolutist sentiment in their countries) 
moderate Muslims are often heard to say, 
‘This is how things are witiv us because of 
colonial and neo-colonial domination’. Or, 
to take another closely related recent exam¬ 
ple (when considering Palestinian support 
for ^ddam Hussein), moderate Musliins are 
often heard to say, ‘This is how things are 
with us because of Israeli intransigence and 
America’s refusal to come through with 
serious pressure on Israel’. And so on. These 
remarks are impeccable. But they are bits of 
knowledge that one has when one takes a 
third person stance toward oneself. And that 
stance, I am saying, cannot be allowed to 
exhaust one’s self-conception. On the lips of 
sympathetic others (‘This is how things arc 
with them..’.) these remarks are the only 
stance to take. But on our lips, on the lips 
of Muslims, they cannot be the only remarks 
we make unless wc treat ourselves as objects, 
unless we think of our future as we think 
of our past, as something that we cannot 
make a difference to. The philosophical 
malaise is quite simply that m allowing the 
third person point of view to dominate our 
political responses we are failing to live up 
to the basic conditions of free agency. 

This point echoes, m a much more specific 
and political context, a point made famous 
in the third section of Kant’s Crundlegung.^ 
In the form that it occurs in Kant, the point’s 
relevance to politics is not obvious, indeed 
its relvance to anything outside the very 
general conditions for the possibility of 
agency is not obvious. The idea of seeing 
ourselves primarily as objects, the idea of 
taking an exclusively third person point of 
view upon ourselves, in that very general 
Kantian setting, should have the effect of 
making us altogether passive; extreme ver¬ 
sions of the eponymous figure, Oblomov, in 
Goncharov’s novel. After all if one did not 
think that the future was any different from 
the pest, why would one act at all? Though 
that IS the extreme and logical end of tak¬ 


ing such a penpectivc on oneself, nqr daira 
it that, when the concerns are not at purdy 
general and meupiqtsical at they are in 
Kant's ditcussion, there are less extreme ef¬ 
fects of adopting such a perspective—or 
at any rate of being dominated by this 
perspective—which consist, not in pa^vity, 
but in reactive and defensive actions, rather 
than fully autonomous actions. 

A failure to sec throu^ the implications 
of their opposition to the absolutists, a 
failure to press for the reforms that will 
undermine the ground upon which the ab¬ 
solutists stand, is just one among the many 
examples of such reactiveness and defen¬ 
siveness on the part of mcxicrate Muslims. 
Their sulking, censorious response to 
Salman Rushdie’s‘book in which there was 
a complete blindness to the book’s own anti¬ 
absolutist polemic and importance is 
another example, as is the constant disposi¬ 
tion of moderate Muslims to lend silent sup¬ 
port to third-rate, vainglorious leaders such 
as Qaddafi and Saddam Hussein, who of¬ 
fer instant autonomy and dignity in the face 
of western domination with ineffectual war¬ 
like stances. Their understanding of 
themselves as the victims of a history of 
western domination constitutes the third per¬ 
son perspective which then perpetuates just 
these sorts of defensive actions. If this third 
person point of view did not so overwhelm 
their vision of themselves, it would leave 
space for the first person point of view, 
essential to the very idea of agency. The first 
person point of view would not allow the 
context of understanding the colonial past 
to breed the defensiveness that weakens their 
opposition to the absolutists, it would not 
allow the Palestinians to give up the moral 
high ground by their self-destructive support 
of such leaders as Sadaam Hussein.^' 

I should add that this philosophical 
fallacy informs a great deal of defensiveness 
not only in the more obviously political 
arena, but in the academy as well. Recent 
powerful, trenchant and much-needed criti¬ 
ques of orientalism have forced scholars to 
shun the essentialising tendency in studies 
of Islam and the third world, and they have 
taught them to pay attention to the detail 
and diversity of their subject.^ This effect 
is laudable. But they have also created a 
bandwagaon effect that inhibits self- 
criticism in the fear that one is playing into 
western and ‘orientalising’ caricatures of 
Islam and the third world. Criticism and 
reform does mean abstracting from diversity 
and detail in order to identify a core doc¬ 
trine or tendency to which one is opposed. 
Indeed, as 1 argue in ‘Intrinsic and Extrinsic 
Explanations of Islam’, it is not merely 
criticism and reform but even the very idea 
of explanation of social phenomena which 
requires such abstraction. This metho¬ 
dological ploy does not amount to esten- 
tialism or caricature and we caimot afford 
to be tyrannised into thinking so by band¬ 
wagon intellectual trends. It is not essen- 
tialism because quite simply no social 
science, no historical understanding, no 
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■•nda for locial and political diange can 
aflbfd to ipuR this siinide methodological 
cawm. Monovo; every scholar in this band- 
wagaon has (quite Justly) abstncted from 
dK divenity of the west to explain the west’s 
ookmiai a^ neo-oolonial domination of 
these Rvoas. It then seeau metbodolomcai* 
ly inconsistent to disoourage such abstne- 
tion from the diversity within the Islamic 
people and nations for particular oontetts 
of explanation and of Islamic reform. 

So speaking initially in the third person 
moderate Mustinu might correctly say; ‘In 
the face of colonial history and in the face 
of recent frustrations and defeat. Islam has 
an appeal for us, it is grounded in a doctrine 
we embrace and which has -comprehensive 
pteteiuioru and claims on us. including— 
crucially—on our polities, and this gives lu 
a sense of autonomy and identity! If I am 
right that this defensive attitude reflects a 
predominantly third person perspective on 
ourselves, it will do no violence to the use 
of ‘us’ and ‘we’ here if we replace them with 
‘them’ and ‘they*. This is, after all, the voice 
of a community’s understanding of its own 
condition and its causes. It is the voice of 
the subject that takes itself to be an object. 

But then, if I am right, there should be 
place and possibility for the switch to the 
first person, for the voice of the subject as 
agent to say: ‘This appeal of Islam is 
something we have uncritically and in¬ 
discriminately embraced out of demoralisa¬ 
tion and defeat, often allowing it to 
dominate our political actions, and it has 
gotten us nowhere; it is up to us to assess 
the relative merits of its diverse doctrinal 
conunitments, up to us to work towards its 
reform, up to us to oppose the inviolability 
of the Sharia, to fashion a dcpoliticiscd 
Islam so that its appeal and relevance is 
spiritualist and universalist rather than to the 
polity, so that it does not lemain perpetually 
exploitable by the fundamentalist political 
factions, whom we oppose.’ This is not 
merely not the passive voice, it is not the 
reactive voice either. It is, bending language 
a bit, the active voice 


These are of course very general things to 
say about the need for reform and they 
lequiie detailed and specific study and 
analysis, as well as a systematic and strategic 
agenda for reformist political action. That 
U beyond the province of this paper.But 
certain general lines of direction should flow 
obviously from points 1 have made so far. 
The idea of reform in the particular context 
of the conflict we have been discusdng apply 
only to those portions of the Quran, which 
are exploited by the absolutists for ends 
which moderates oppose, those portions 
which speak to questions of the polity and 
to penoiaal and public law. Reform thus can 
teaive intact all the verses with the more 
purely universalist and spiritual claims and 
commitments. It is a well known and highly 
significant fact that the early verses written 


in Mecca are all of the latter sort. It is tmly 
some of the vsnei which follow upon 
MuhammasTs anivM in Medina which nsake 
deiaBad dahnt about the state, Uie economK 
inhcritaiioe. marriage^ divoro^ the status of 
woiacn in die home end society, and so on. 
Cinoe they have sM their defensiveness, it 
is ponible for Muslims to argue that after 
the initial, deep, spiritual, defining pro- 
nouncements of the new fiuth m Mecca, the 
post-Medina verses were intended to address 
a very specific historical contest in which 
corraersion was paramount in the concerns 
of the prophet. Conversion was bound to be 
mote effective if the faith addressed itself 
to a variety of social and inter-personal 
themes so that Islam could present itself as 
offering the (often nomadic) regional 
populations a hitherto imava liable sense of 
belonging to a unified community. It should 
also be possible for Muslims, therefore, to 
argue that since that historical context of 
seeking conversion has lapsed, the verses to 
be emphasised now are the Mecca verses 
which have no specific political com¬ 
mitments. This would indeed constitute an 
Islamic Reformation. It would re-open the 
gates of ‘ijdhad’ (re-interpretation of Islamic 
doctrine) which have been closed for 
centuries in the rigid readings of the 
Sharia.^ 

Notice that this conception of Islamic 
reform, and this argument for it, will not be 
overturned if it turns out that I am wrong 
about the functional analysis of Islamic 
identity. That analysis was intended to 
counter an unnecessarily limited notion of 
fundamental commitment and an un- 
malleable notion of conflict that it 
generated. But the actual conclusions and 
argument about reform are independent of 
the analysis. Ev«n if my functionalist claim 
(that a good deal of the moderate Muslim's 
fundamental commitment to Islam is out of 
a historically determined defensiveness) is 
exaggerated, even if one emphasised the view 
I have downplayed (that their commitment 
is primarily out of the need for some purely 
spiritual basis for self-identification), the 
point of this reformist proposal for a 
depoliticised Islam, which stresses precisely 
the universal and spiritual commitments in 
the early verses of the Quran over many of 
the later verses, would still retain its validity. 

My use of terms like ‘universalist’ should 
not be made to carry more weight than is 
intended, so let me make the intention a lit¬ 
tle clearer. It may appear that in asserting 
the primacy of the Mecca verses and their 
‘universalist’ appieal, I think of reform as 
requiring an abandonment of what is 
specific and unique to Islam, leaving some 
deist core which is hardly recognisable as 
relevant to the subject of this paper, viz, 
‘Muslim Identity’. That appearance is not 
only not intend^, but 1 would argue that 
it is conjured up only within a framework 
^f thinking about commu'nal identity which 
thoroughly misdescribes a community’s 
psychology of identity. It is only if one saw 
communal identity as a highly codiriable 


phenomenon, as a Hat or code of necessary 
and sufndcnt prindples, that one would 
even be tempted to say that a relaxation or 
abandonment of some set of principles 
would have the effect of changing the sub¬ 
ject. Though, I will not argue for it here, I 
thinic it is an egregious misconception of 
religious identity to see it as a c^fiable 
phenomenon. Ilie idea that without the 
specific doctrinal commitments of public 
and personal law, Islam would be in¬ 
distinguishable from all other universal and 
spiritual clsums would be, in the spirit of this 
c^ificatory misconception, to divorce the 
message of the Mecca verses from their 
origins and history, as well as the abiding 
set of specific Islamic institutions and 
practices—of prayer (‘namaz’), pilgrimage 
(‘hajj’), fasting (‘rozah’ or ‘sawm’), funerals 
(‘janazah’), various religious feasts (‘id’), to 
name just a very few—which they have 
spailvned. No such divorce underlies my use 
of terms like ‘universalist’ and ‘spiritualist’ 
to characterise the message of these verses. 
Their use is meant merely to mark a con¬ 
trast with the specific.political and legal 
commitments that should be the targets of 
reformers today. Depoliticisation, however, 
does not imply deracination. Thus, though 
such a transformation in Muslims’ fun¬ 
damental commitment to Islam would now 
leave no particular doctrinal element that 
absolutists could invoke, it would all the 
same be a transformation within a commit¬ 
ment to Islam. It would, therefore, still con¬ 
stitute an answer to the question ‘What is 
a Muslim?’. 

In a recent work,^’ Fazlur Rahman, who 
wrote with learning and acuteness on these 
subjects, seems to have been struggling to 
make this point as part of a plea for moder¬ 
nisation, but botches it somewhat by 
describing the Quran as a unity. The sug¬ 
gestion of Quranic unity is precisely what 
intellectuals of the absolutist movements 
themselves invoke to resist reform, arguing 
that reform would violate such a unity. The 
revealed world of god may tolerably be 
reformed preci sely because the revealed 
word is not a unity. Different revelations 
can now be seen as indexed—even qua 
revelation—to different historical contexts. 
It is really the non-codifiability that Rahman 
should be stressing rather than unity, and 
not of the text but of the sense of identity 
in which the text has a place among other 
identity-shaping practices and institutions. 
This point about non-codifiability of iden¬ 
tity should allow one’s religious identity (of 
even a highly devout moderate Muslim) to 
take within its stride the idea that some 
revealed verses may be stressed over others 
as historical contexts lapse. 

But to return now to the larger point, for 
such reform neg to seem to themselves a total 
surrender to longstanding, hostile, alien, 
cultural and political forces, Muslims will 
have to take the first step in resolving the 
present conflict by overcoming their acute 
defensiveness which, as I said, comes from 
taking an overwhelmingly third person 
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penpective on thenudver How a oommuni- 
ty acquires the altcniative penpective (of 
autonomy) in specific historiod contexts is 
a subject that 1 cannot address in this 
paper,^ whose aim is merely to uncover the 
malaise that makes a conflict seem ir¬ 
resolvable. 6ut I will say this. A failure to 
overcome the defensiveness, a failure to ac¬ 
quire the first person perspective, will pro¬ 
ve a pomt of the bitterest irony. A failure 
to come out of the neurotic obsession with 
the western and colonial determination of 
their present condition will only prove that 
that determination was utterly comprehen¬ 
sive in the destruction it wrought. That is 
to say, it will prove t^ be the final victory 
for imperialism that after all the other 
humiliations it has visited upon Muslims, it 
lingered in our psyches in the form of 
genuine self-understanding to make self- 
criticism and free, unreactive agency 
impossible: 

VI 

An underlying theoretical point of this 
paper has been that if fundamental com¬ 
mitments and the questions of cultuid iden¬ 
tity .that they bring with them (What is an 
X7) are undin’stood in terms of functional 
analyses of the kind I have tried to give in 
the case of Islamic identity today, then there 
is scope to see these commitments as suscep¬ 
tible to various critidsim in the particular 
context of a conflict in which they might 
Hguie. All this seems to me to offer far more 
scope and interat to morel philosophy than 
Williams allows it, even after granting to 
Williaiu the validity of the central role he 
gives to the idea of fundamental commit¬ 
ment and the validity of his critique of tracli 
tional moral philosophy. 

The paper has studied the question ‘What 
is a Musto?* in the dialectic of a conflict 
arising out of a concern for Islamic reform. 
The conflict is one that arises because of 
moderate Muslims’ fundamental commit¬ 
ment to a doctrine which contains features 
that are often effectively invoked by the ab¬ 
solutists whom moderate Muslims ftin- 
damentally oppose. If a full analysis of the 
commitmem reveals its defensive function 
which hawe disabled Muslims from a creative 
and powerful opposition to the absolutists, 
and if, moreover, this function of the com¬ 
mitment is diagnosed as itself based on a 
deep but common philosophical fallacy,, it 
should be possible then for moderate 
Muslims to think there way out of this con¬ 
flict and to transform the nature of their 
commitment to Islam, so that it is not 
disabling in that way. 

The question of identity, 'What is a 
Muslim?*, then, will get very different 
answen before and after this dialectic about 
reform has played itself out. The dialectic, 
thus, preserves the negotiability of the con¬ 
cept of identity and the methodological 
points I began with, at the same time as it 
situates and explains the urgency and 
fascination that such questions hold for us. 


Notea 

[I should stress at the very outset that this essay, 
though in an important sense self-standing, is 
one of three essays on the subject of Islamic 
identity. The others entitled 'Intrinsic and 
Extrinsic Explanations of Islam’ (forthcoming. 
Ttansjiion, eds, Anthony Appiah and Henry 
Louis Cates, Jr) and 'Islaimic Identity and 
Quotidian ln.siitutions’ address aspects of the 
subject that the present essay ignores. The first 
of these essays addresses issues in political 
economy and the political sociology of the 
state, as they impinge on the question of 
religious identity. The second explores the role 
of mosques, prayer, pilgrimage; fasting, and 
other such customs and institutions in the sus- 
taimng of identity. The present paper’s concern 
is more with underlying philosophical issues. 
(All three papers are written within the context 
of a question and oonoem for the prospects and 
possibilities of reform and modernisation.) The 
reader is urged, therefore, not to assume that 
the points made here aim at anything approx¬ 
imating a comprehensive treatment of the sub¬ 
ject. All the same, the sense in which the paper 
is self-standing is that there is nothing m the 
other two papers which seriously revise or 
qualify the claims made in this one. See also 
Footnote 7 for a more specific statement of this 
last point My thanks to G A Cohen, Ronald 
Dworkin, Charles l.armore, Isaac Levi. Thomas 
Nagel, Carol Rovanc, Stephen White, Bernard 
Williams, the members of the New York 
University Legal Theory Seminar and the 
Fellows of the Whitney Humanities Centre, Vkle 
University, for comments and criticisms which 
have helped to improve this paper.] 

1 No suggestion here that my commitment to 
being a Muslim has not been mote than five 
minutes long. There are several other con¬ 
texts, and many more sustained contexts, in 
which someone with that background and 
those anti-theological views could identify 
himself or herself as a Muslim. There is no 
particular list of types of such contexts for 
identification. If there were, that would 
undermine the very idea of locality since it 
would allow us to formulate the very sort 
of generalisations that stricter criteria 
of identity demand. Someone with no 
theological commitments might feel a sense 
of identity with Islam in contexts as diverse 
as: when he feels shame at the actions of 
Muslims—as say, the Muslim response'to 
the publication of Rushdie’s The Satanic 
yerser, when he feels concern about the 
future of Muslims in some hostile area— 
as say in parts of India or England; or quite 
simply by an intellectual inheritance of 
public-mindcdness from the fact that his 
family has been involved in Muslim politics 
for a very long time. There is no interesting 
common thread running through these dif¬ 
ferent contexts; and I take it to be obvious 
that birth into a Muslim family is not suf- 
ricient nor (given conversion) even neoeasary 
to Mushm identity, though, of course, one 
would expect the relevance of the contexts 
I have just mentioned U> usually presuppose 
the fact of birth. 

2 W V Quine, Rbnf and Objea MIT Press, 
Cambridge, Mast, 1960. See also ‘Natiusd 
Kinds’ in Ontological Relativity and Other 


Essays (Columbia University Press), 1969. 

3 In saying this I am taking a stand against | 
the more apocalyiRic, theory-destroying | 
view of the emphasis on context which is 
to be found in Richaid Rorty’s numerous 
rooent writings on the effects of ptagmatiwn. 
This disagreement may turn on tMb.fiKt that 
pragmatism for him, but not for mq is 
mixed in with Kuhnian incommensurability 
and deconstruction. 

4 The threat is very real and can be seen, not 
just in the spectacular developnients in Inn 
during the 1980s, but also in the ’Islamisa-1 
lion' policies of Pakistani governments, in 
the complexion of powerful gumlla forces f 
and political parties in Afghanistan and the |' 
Maghreb respectively, in the accelerating ^ 
Islamist reaction in west Asia to recent Iraqi i 
defeat, as well as, more generally, in the | 
policy commitments in personal law, | 
especially regvding the status of women, \ 
in many Muslim populations, even despite 
the fact of being under de facto teailai | 
governments. Recoil from *oriemalist’ 
misrepresentations of Islamic countries ' 
should not blind us to the reality and i 
threatening promise of these developments. 

5 Though it will not.be-relevant to my con¬ 
cerns in this paper, it should be mentioned 
that the absolutist minority does not form 
a unified movement. There has, for some 
time, been division between the anti¬ 
imperialist Islamist groups and the Islamist 
groups who draw resources from and give 
allegiance to Saudi Arabia. There is partial 
coincidence of this division with the Shia- 
Sunni division because (he anti-imperialist 
groups are inspired by the Iranian example, 
but it is only partial. This division is much 
more marked since the Gulf war for reasons 
that should be evident. 

6 This internal conflict in (he moderate 
Muslim is an essential stage in the dialec¬ 
tic of this paper. The paper’s interest is to 
study what notion of refmm and What 
extent of negotiation and uansformatioD of 
identity is possible, once one records that 
there is this conflict. 

7 There are two quite opposite theoretical 
tendencies which resiit the idea of doctrinal 
reform. First, there is a tendency to think 
that if the doctrine; at least in its oiiginary 
formulations in the Quran, is conceived of 
as the revealed word of god, no genuinely 
devout Muslim, however moderate, will, 
tolerate its reform. Thus, it will be objected 
that I am, in emphasising the need for doc¬ 
trinal reform, unfairly imposing the 
theologically sceptical cast of my own 
mind—admitted to at the outset—on the 
devout moderate. See my remarks toward 
the end of the paper about the non- 
codiflability of religious identity, which 
address precisely this objection. Second, 
there is a quite different tendency to think 
that a full and proper undersiandiiig of the 
underlying political, economic and cultural 
conditions specific themes of the other 
two papers uted in the first footnote) rele¬ 
vant to the question of this conflict, will 
undermine my claim (or this piqier) about 
the necessity for doctrinal lefonn. The 
tendency is to think that changes wrought 
in these iinderiyina conditions, without any 


Eoononk and Mitkal 91%ekly May 16-23, 1992 


1077 



need for doctrinal reform, would be suffi- 
deni to defeat t he claims and the influence 
of absolutist movements. Such a view is 
usuaily the product of a fear that otherwise 
one would be endorsing simple-minded 
western essentiali.si explanations of Islamic 

I absolutism, where il is seen to be an intnn- 
sic part of, or growth from, the doctrine and 
the faith Itself In the first of the two papers 
mentioned earlier, I try and demonstrate 
how many Islamic absolutist movements 
sustain themselves and thwart efforts lo 
bring about such political, economic and 
cultural changes by exploiting certain 
aspects of the doctrine. Thus dcctrinal 
reform, 1 argue, must be a necessary part 
of the moderate Muslim’s opposition to 
such movements. To that extent, and only 
to that extent, I think there'is a kernel of 
truth to the idea of intrinsic or es.senlialisi 
explanations of Islamic absolutism, over 
and above the extrinsic or nominalist ones 
invoking political, economic and cultural 
causes. 

8 There has also been a partially overlapping 
intellectual tradition, much less current, 
which adds to this, an a prion historical 
conviction which makes it an inevitable out¬ 
come of the progressive development of 
social, political and economic formations 
that this liberal vision will take hold This 
strand of argument has lost its thread in Ihe 
last few decades but the more purely 
philosophical claims are still the subject of 
interesting and lively dispute among 
philosophers. 

9 I will continue to use the expression ‘Ethical 
Theory’ with capital letters to mark that it 
is traditional mc^ philosophy which is the 
target of this critique. The critique may be 
found in a number of Williams’s writings, 
including his contribution to J J C Smart 
and Bernard Williams, Utilitarianism: 
Htr and Against (Cambndge: Cambridge 
University Piess), 1973. See also ‘Uti¬ 
litarianism and Moral Self-Indulgence' in 
his Moral Luck (Cambridge; Cambridge 
University Press), 1981. In more recent 
work, Williams addresses Aristr.ielian 
ethical theory in some detail as well and 
his relation to it is much more com,^iex than 
to Kant and to uiilitananism. Since this 
paper is not intended primarily as a com¬ 
mentary on Williams, I will restrict my 
discussion to the points he makes in his 
earlier work, which I wish to exploit in the 
discussion of Muslims’ fundamental com¬ 
mitment to their faith. I should also add 
that in a letter to me Williams quite rightly 
points out that in more rcccni work he is 
far less obviously the target of Ihe cnlidsms 
I make of him in this paper See paiticiilarly 
the Pattsenpt to his Ethics and the Limits 
of Philosophy (London: Collins, I98S). 

10 This distinction may be found in Williams 
himself and is by now common in philo¬ 
sophical discussions of moral value. 

II It is conceivable, though not perhaps 
routine that people have fundamental oom- 
raiunenii not to things like fnendship and 
religioa but to utilitarian and other sorts of 
principles of traditional moral philosophy 
that Wiliams is inveighing against. 


12 See my ‘Rushdie and the Reform of Islam' 
(Economic and Political Weekly, March 
1990), and ‘Rushdie, Islam and Rastoolonial 
Defensiveness’ (Yale Journal of Criticism 
vol 4, no I), Fall 1990, where I cite and 
discuss the schizoid behaviour which would 
count as evidence for this conflict. 

13 G A Cohen, ‘Reconsidering Historical 
Materialism’ in Marxist Theory, ed A 
Catlinicos (Oxford: Oxford University 
Press), 1989. 

14 I should stress that the question here is not 
primarily at the level of individual sensibili¬ 
ty and psyche When in this passage Cohen 
talks of the ‘strength* and ‘durability’ of 
religious and nationalist sentiment,-he is 
referring lo a communal phenomenon I 
think that despite his claim that the spinlual 
search for identily in Ihe individual subjcci 
explains ihc communal phenomenon. 
Cohen would nevertheless say that these are 
dirfcrem phenomena, irreducible lo one 
another Whai I say below, by way of 
disagreement with Cohen, obviously does 
riol amount lo a denial of the fact that in¬ 
dividuals often have spiritual yearnings. 
Rather it amounts to a denial that this fact 
satisfactorily explains the phenomenen of 
communal religio>is identity, as we find it 
in many Muslim countries'today. That is, 
I deny that the phenomenon is, lo use 
Cohen’s words, merely a ‘social manifesta¬ 
tion’ of the ‘seifs irreducible interest in the 
definition of itself, ll has a quite distinct 
functional and historical explanation, about 
which more below. 

15 Here 1 should add that, despite my opposi¬ 
tion to Cohen’s point, which is advertised 
by him as a point inspired by Hegel, the 
view I am promoting is perfectly in con¬ 
sonance with that aspect of Hegelian doc¬ 
trine which precisely emphasises historical 
conditioning of self-definitions. My com¬ 
plaint, then, IS that Cohen’s essay fails to 
think through the implications of the fully 
Hegelian doctrine. The idea of the ‘seifs 
irreducible interest in the definition of itself 
which Cohen is stressing in this essay is at 
odds (in the way 1 argue below) with a 
historically conditioned conception. What 
I below describe as the ‘rock-botiom’ at¬ 
titude to what I call the ‘surplus pheno¬ 
menology of identity’, an attitude which 
Cohen, for all he says in that paper, can 
claim as his own, is just the attitude which 
IS made unnecessary by the historical con¬ 
ditioning. It is just the attitude which makes 
the phenomenology unHegelian. 

16 I am not suggesting that this defensive func¬ 
tion exhausts the functional explanation of 
Muslims’ fundamental commitment to 
Islam. (In Ihe papers ated earlier, 1 consider 
other functional roles.) But it is the central 
function to fasten on when the task is to 
diagnose the failure to think one’s way out 
ot the present conflict. See below 

17 See The Use of Poetry and the Use of 
Criticism (London; Faber and Faber), 1933. 
Obviously, I am only invoking Eliot's 
general idea here not his particular literary- 
critical judgments. . 

18 See my ‘Nation. Community and Naipaul’s 
India’ in Economic and Political Weekly, 
August 1991. 


19 Writingt in these tHacipliiia, to their 
detriment, do not mix it up enough with 
historical and political studies, to develop 
theoretical (philosophical) treatments of this 
phenomenon of 'surplus phenomoiology'. 

20 Foundations of the Metaphysics of 
Morals, translated by Lewis White Beck. 
(Indianapolis; BobMI-MerriU), IM3. 

21 Incidenudly, it should go without saying, but 
perhaps it will not, so I will say it: it is not 
a matter of the moral high ground for its 
own sake. The point is stnightforwanUy one 
of sef-interesl. If Machiavelli was given to 
advising displaced people rather than 
princes, he too would have said: Do not give 
up the moral hig^ ground unless you are ab¬ 
solutely certain that this man in this real 
world of US military • domination will 
deliver you from displacement. 

22 The locus classicm is, of course, Edward 
Said’s Orientalism (New York: Columbia 
University Press), 1978. 

23 I have written in more detail about the 
methodology and substance of this refor¬ 
mist agenda in 'Intrinsic and Extrinsic 
Explanations of Islam’ 

24 In ‘Intrinsic and Extrinsic Explanations of 
Islam’, I discuss more fully the place.of the 
Shana in our underkanding of Islamk doc¬ 
trine, and I disentangle the different aspects 
of doctrine (Quran, Hadilh, Sunna,) which 
ate relevant lo the question of the sort of 
reform that I have briefly gestured at here. 

25 Islam and Modernity (University of 
Chicago), 1982 See pp 159-161; also the 
introductory remarks on pp 2-3. 

26 A first step would be to acknowledge the 
conflict Itself, which for the most part lies 
hidden; such an acknowledgement might 
lead to Ihe processes of reflection that are 
necessary. The specific forms of reflection 
that underlie the first person point of view 
IS a large and important philosophical sub¬ 
ject See Chapters VII and IX of Thomas 
Nagel’s The Krew from Nowhere (New 
York; Oxford University Press). 1986, and 
Chapter IV of Isaac Levi’s Hard Choices 
(Cambndge, England: Cambridge Univer¬ 
sity Press), 1987, for interesting discussions 
of this problem. 

27 My emphasis on the requirements of the 
perspective of free agency and the 
philosophical malaise underlying the 
moderate Muslim's failure to acquire il fully 
may seem as if I have, after all, introduced 
a purely philosophical argument in favour 
of reform and of the secular ide^. But that 
is noi quite right I am happy to grant that 
the adoption of this first person perspec¬ 
tive IS Itself to be justified on grounds that 
are internal to other, values and com¬ 
mitments of moderate Muslims, thereby 
keeping faith with Ihe point of Williams's 
initial critique of the philosophical ambi¬ 
tions of traditional ‘Ethical ‘Theory’. 
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‘Play Fair and We Will Play Fair’ 

Pages from Congress History 

Sunid Kumar Ghosh 

This essay examines a period of Indian history—the period from the beginning of 1932 when civil disobedience 
was resumed to July 1937 when the Congress Working Committee decided to accept office under the Government 
of India Act of 1935—when the Congress underwent a transformation from a phase of non-cooperation and civil 
disobedience to a phase of parliamentarism. 


AS early as July 1923, M R Jayakar, then 
a prominent Congress and Swarajist leader 
of Maharashtra, said with some regret: 

“The internal control of politics in 
Gandhi’s time is often exercised through the 
influence of wealth and patronage and a 
community like the Dec^is which can 
boast of no commercial magnates like the 
Iktas, Birlas and Kasturbhais, cannot 
possibly control politics ftom the inade. The 
influence that such men, by their patronage 
and capacity to rinancc, wield over political 
movements may not be obvious. It is none 
the less real!” 

What Jayakar said from his rich ex¬ 
perience is generally true: Sometimes the 
Birlas and Thakurdases played an active role 
in the making and implementation of major 
Congress decisions but, unfortunately, this 
is usually hidden from the public eye. 

Rajendra Prasad was right when he said: 
“Little however, is known of what was pass¬ 
ing behind the scenes both in Mahatma 
Gandfii’s camp and the government's.” Com¬ 
mending G D Birla’s In the Shadow of the 
Mahatma as a book that “to an extent fills 
this gap", Prasad wrote: “One can sec from 
this book how he [Birla] undertook visit 
after visit to England on his own and utilised 
the opportunity for keeping those in places 
of authority there well informed about the 
way Gandhiji’s mind was working.. And 
it may be said that he succeeded in no small 
measure in this self-appointed role”^ 

The gap to which Prasad referred is partly 
filled also by the letters and other writings 
that G D Birla compiled in the four volumes 
of Baptc A Unique Association (Bombay, 
1977) and by Gandhi’s writings. 

In this essay we propose to confine 
ourselves to only one period of Indian 
history—the period from the beginning of 
1932, when civil disobedience was resumed, 
to July 1937, when the Congress Working 
Committee decided to accept office under 
the Government of India Act of 1933. 
During this period Congress underwent 
a transformation: the phase of non¬ 
cooperation and civil disobedience was over 
and direct action, however peaceful and non¬ 
violent, was abandoned. The entire Congress 
changed into a 'parliamentary’ party, a 
Swarajist party of old but with a very im¬ 
portant difference: When the Swarajist 
policy was to carry the fight against the raj 
to the legislative councils, to put up 


“uniform, continuous and consistent op¬ 
position to the government” and refuse 
office in order to make the Constitution of 
1919 unworkable, the Congress decided to 
form ministries in as many provinces as it 
could to work the new British-imposed Con¬ 
stitution. Historians overlook the important 
role G D Birla played in bringing about 
this transition from the politics of non¬ 
cooperation and civil disobedience to con¬ 
stitutional politics, the politics of collabora¬ 
tion with the raj as an adjunct to the colonial 
state .machinery. 

As Bula wrote later, he hated civil disobe¬ 
dience or any kind of mass action. He was 
afraid that “if this psychology continues, any 
government, even our own would become an 
impossibility.... Hence my dread at 
anything that will lead us towards a mass 
movement. . Hence my horror at any talk 

of civil disobedience.”’ His political goal 
was, as he wrote to J M Keynes on May 28, 
1932, “a decent place in the household of 
King George the Fifth”^—in other words, 
self-government within the British empire. 
He believed that India would attain this goal 
through negotiations, persuasion and per¬ 
sonal contacts and by following the constitu¬ 
tional path' for he held that the British since 
Macaulay's days were eager that “Indians 
should progressively learn lo govern 
themselves and do so as soon as they could”. 
As Birla wrote, he “sought to prevent the 
growing distrust, which the British in India 
entertained of Gandhiji’s high motives and 
the passionate distrust which Indians felt in 
regard not merely to the English in India but 
towards British statesmen and the British 
parliament”.' What he wanted was that the 
Congress should abjure mass action for all 
time, strictly slick to the constitutional path 
and rely on negotiations and the ‘personal 
touch’ to arrive at the goal. Birla held that 
the two countries, India and Britain, “by 
destiny are bound together” ‘ 


Gandhi returned from the Round Ihble 
Conference (RTC) in London towards the 
end of December 1931. Before leaving 
London and on aiiival in India, Gandhi gave 
profuse assurances that he would offer co¬ 
operation to the raj and would not launch 
any civil disobedience movement.’ Drastic 
ordinances had been issued in Bengal and 
the North-West Frontier Provice, and severe 
repression was going on in these provinces 


as well as in UP. A number of-Congres^^ 
leaders like Abdul Ghaffar Khan and Nehrtii ^ 
were unda arrest. But the big bourgeois wfatK i 
met Gandhi on his arrival warned Gandlii| 
against any conflict with the raj.* “The| 
Mahatma”, as Syed Mahmud, a member of* 
the Congress Working Committee, said toV 
the India League delegation, “was bent oi^ 
co-operation.... The government did| 
not want co-operation. From my insider; 
knowledge I can say that the Congress wa^ 
not prepared for the conflict. We had hopes: 
that the Mahatma would bring peace' 
somehow on his retuib from London”’. 
Pattabhi Sitaramayya and Rajendra Prasad- 
have confirmed what Mahmud said.'** 
Gsindhi twice sought interviews with the; 
viceroy, but Lord Willingdon, who, on hit:' 
own admission, was emerging as a sccomi: 
Mussolini," refused to grant him any.: 
British imperialism was then beset witK. 
many contradictions. Its industry and com-^ I 
merce were in the doldrums. After the firsr^ : 
world war, it had lost its pre-eminence in th^ ' 
capitalist world to the US, and become tl" 
debtor country. It depended on India fo^f] 
salvaging its crisis-ridden economy and fog i 
ovocoming its financial crisis. India was stiL| | 
the strategic linchpin of the empire, a vaf;| | 
source of manpower and materi^s. “Reser|i 
vations and safeguards”, the levers of con'|j 
trol over Indian finance and administratkm| \ 
were deemed essential to the preservation 
imperial interests. British imperialism war*J 
not prepared to make any concessions to th^ 
Congress when inter-imperialist contradic|:. 
tions assumed menacing proportions amf ! 
when a second world war cast its shadov^v 
before. It wanted the Congress leaders Uj j 
pursue the constitutional path and forswea| 
mass action, even of the satyagraha kind. 
wa.s to force the Congress leaders to confom ' 
to the British impierial strategy that they wen'j 
draped into a conflict which they intcnselsl 
disliked and of which the big bourgeoisii? 
disapproved. Since the conclusion of thi^ 
Gandhi-Irwin pact, Gandhi had been enjoin 
ing the people to follow the path 
“disciplined obedience”” and repeatedlj;^ 
declaring that he wa.s “dying for co,#, 
operation”, but the British rulers had bect’|< 
perfecting the machinery of repression^ 
Home secretary Emerson had warneciF 
Gandhi on many occa.sions that the govern 
ment would "hit hard and hit at once”, iV. 
civil disobedience was resumed.” As D 
Low writes^ “If Gandhi had carried out hi.’ 
threat not to attend the Round Ikble Con( 
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fiscnoe.. . Ac full foice of tivil martial law* 
would there and then have been ^>plied. As 
it was, his stay in London gave the raj three 
more months to perfect its arrangements for 
its subsequent introduction, which its of¬ 
ficials evidently employed to considerable 
effect” 

British imperialism felt confident that the 
Indkn bourgeoisie would eventually play the 
game and remain “a loyal opposition": it 
considered only the ‘masses’ and ‘revolu¬ 
tionary Communism' as its irreconcilable 
enemies. But revolutionary Communism 
was weak and the masses were disorganised. 
Besides the government of India’s Despatch 
on Proposals Jor Constitutional Rrforms 
1930, other official documents too exuded 
the same faith in the bourgeoisie and ‘na¬ 
tionalist’ politicians—a confidence which 
was far from misplaced. 

Despite many warmngs to the leaders, 
people had not been prepared for any con¬ 
flict with the raj when they went to prison. 
A sheaf of ordinances, described by Winston 
Churchill as ‘‘more drastic than any that 
were required since the Mutiny”, were im¬ 
mediately promulgated and widespread 
repression was let loose The secretary of 
state, Samuel Hoare, declared that “there 
would be no drawn battle this time'’ and, ad¬ 
ding insult to injury, said: “Though the dogs 
bark, the caravan passes on!’’* 

On entering prison, Gandhi appealed to 
the viceroy “to reconsider his position” and 
to let him see hun—an appeal which was not 
even acknowledged. In the letter he wrote 
soon after to the secretary of state, he strong¬ 
ly maintained that he had no other inten¬ 
tion than to co-operate'^ In his letters and 
statements he continued to emphasise that 
he was a co-operator by instinct and that he 
was eager “to see peace established between 
thegovernment and the people or the Con¬ 
gress”." In a long cable of November 13, 
1932 to Lord Sankey, Gandhi regretted how 
his efforts to promote peace had been 
thwarted, how the viceroy was “not permit¬ 
ting him even a chance to suspend civil 
disobedience'’. ” Gandhi's Bntish friends— 
C F Andrews, Horace Alexander and Agatha 
Harrison—were also active.^* Andrews 
“was trying for reconciliation between the 
Congress leaders and the British government 
by personally interviewing Lord Irwin, Lord 
Suikey, Sir Samuel Hoare and Ramsay 
MacDonald”,^' and their services were ap¬ 
preciated by Gandhi But all these appeals 
and attempts at reconciliauon failed to bring 
about any change in the hearts of the rulers, 
who would be content with nothing less than 
unqualified surrender—withdrawal of the 
civil disobedience movement without going 
through the ritual of interviews, talks and 
negotiations. 

Ill 

G D Birla took upon himself the task of 
removing what he called “misunderstanding 
and mistrust” between Gandhi and his 
assoaates on the one hand and the British 


rulen on the other. When repression was in 
full swing, he again and again pledged 
loyalty and co-operation to the secretary of 
statev^ 1b fulfil his promise to Hoare^ he 
and Purshotamdas Thakurdas persusaled the 
FICCI to change its stand and adopt a 
resolution which, as Birla wrote to Hoare, 
“definitely commits us to a policy of co¬ 
operation”. Pointing out to the secretary of 
state that “I always make a distinction bet¬ 
ween Gandhiji and the Congress”, he appeal¬ 
ed to him “to give us a Constitution which, 
though not acceptable to the Congress, may 
not be rejected by Gandhiji”. He added: 
“What! want is a permanent peace between 
the two countries". He assured Hoare “that 
Gandhiji and men of his type are not only 
friends of India but also friends of Great 
Britain, and that Gandhiji is the greatest 
force on the tide of peace and order. He 
alone is responsible for keeping the left wing 
in India under check. 7b strengthen his 
hands is... to strengthen the bond of friend¬ 
ship between the two countries" He promis¬ 
ed Hoare: "You will find us always ready 
to work for the economic interest leaving 
aside sentiments and politics'.’^^ Birla’s let¬ 
ters to the secretary of state,' Lord Lothian, 
Lord Irwin, Sir Walter Layton. J M Keynes 
and others breathe loyalty to the British im¬ 
perialists. emphasise that Gandhi is a friend 
of thein and convey a fervent yearning for 
permanent peace between imperial Britain 
and subject India on the basis of mutual co¬ 
operation.’^ Thakurdas, too, assured the 
British raj of Gandhi’s devotion to the cause 
of peace between the two countries, pointed 
out that “in substance the difference b etween 
the government and Gandhiji is not fun¬ 
damental” and sought to restore “friendly 
relations between the Congress and the 
government” He warned Hoare that "The 
youth of India are getting impatient. 
Gandhiji has begun to lose his hold over 
them, and it is felt in many quarters that it 
will not be long before he loses his hold en¬ 
tirely over them”’^ 

Both Birla and Thakurdas were trying to 
get the civil disobedience movement 
withdrawn Birla was seeking the help of 
Eidward Bcnihall (a leading British expatriate 
capitali.st, who represented his community 
at the RTC and, later, became a member of 
the viceroy’s Executive Council) in finding 
out a face-saving device." Thakurdas was 
anxious to see that the boycott of British 
firms in the cotton trade was removed and 
then to arrange a meeting between leading 
Indian merchants and big British merchants 
to end the unsatisfactory state of affairs. He 
believed that ‘‘the salvation to India lies in 
coming to some understanding with British 
commerce”.” Thakurdas accepted the 
British raj's invitation to attend the third 
Round Ihble Conference 

lb conciliate the rui and terminate civil 
disobedience, Birla was not only correspon¬ 
ding with the authorities in Lon^n but also 
wooing their highest representatives in 
India—viceroy Willingdon, home member 


Craik. Bengal gowenior Anderson and soon. 

Sir John Anderson, who^ as be himself 
said, was believed in London to have been 
chosen as Bengal’s governor for “his 
experience during the difficult period in 
Ireland”," that is, for beiiig “credited with 
the worst features of the ‘Black and Dm’ 
operations” in that country, was sent to 
Bengal at the end of Match 1932 to suppress 
the revolutionary upeuige which fottoa^ the 
Chittagong armed uprising. It was he who 
introduced “methods of repression that had 
no precedent anywhere in India”." Within 
a few days of his arrival, Birla called on him. 
He had several interviews with the hero of 
the ‘Black and Ihn’ operations and was 
eloquent in praisp of the man,’" who was 
sympathetic to Birla’s mission and helped 
li^ to pursue it. Anderson, to whom, the 
penrutnent under-secretary of state for India, 
Findlater Stewart, “had spoken... very 
highly of Gandhiji”, genuinely wanted to 
understand Gandhi” and see him. 

IV 

On August 17, 1932 the British prime 
minister’s ‘Communal Award’ was announc¬ 
ed. MacDonald had been invited to give his 
award by the Indian delegates to the second 
RTC when they failed to adjust their com¬ 
munal demands. Gandhi had assured Mac¬ 
Donald that the Congress would abide by 
it. He had added that the Congress would 
be content with separate electorates for the 
Muslims and the Sikhs but would resist if 
separate electorates or statutory reservations 
of seats in the legislatures were provided for 
other minorities.” 

In his award MacDonald granted separate 
electorates not only to the Muslims and the 
Sikhs but to the otl^ minonties, even to the 
few thousand European expatriates. Gandhi 
and the Congress accepted separate elec¬ 
torates for them all accept for the depressed 
classes. They did not even object to the 
minority status granted to the Europeans 
and to their almost incredibly high represen¬ 
tation, particularly in Bengal and Assam. In 
Bengal, while they constituted less than 0.01 
per cent of the population, a handful of 
British businessmen—the Benthalls—were 
awarded 10 per cent of the seats in the 
Bengal assembly. Until about. niid-1946, 
when the Cabinet Mission plan about the 
future shape of India was announced. 
Gandhi and the Congress, far from resisting 
it, maintained perfea silence over it, and 
their silence was eloquent. That is a different 
story into which we shall not enter here. 

But Gandhi announced that he would go 
on an indefinite fast to press for the aboli¬ 
tion of separate electorates for the depress¬ 
ed classes. On September 18, 1932, two days 
before the fast was to begin, G D Birla, 
Thakurdas. Chunilal Mehta (Bombay’s 
bullion king and Thakurdas’s cousin) and 
Malhuradas Visaiiji—all busmen magnates— 
saw Gandhi in prison “to sound Gandhi on 
some sort of compromise on a system of 
joint electorates with the reservation of 
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seats’’.^’ The fast ended happily with a 
modification in the award. It was agreed that 
there would be reservation of seats for the 
depressed classes. Their candidates would 
appear at a primary election under separate 
eiectoraies. The primary election would send 
up a panel of depressed class candidates who 
would have to face a mixed dectorate of 
caste Hindus and depressed classes for final 
election. G D Birla played a leading part in 
arranging the settlement.^ The agreement, 
called the ‘Poona Pact’, was signed, among 
others, by the two Birla brothers (Ghan- 
shyamdas and fUineswatdasX Purshotamdas 
Thakurdas, Lallubhai Samaldas, C V Md^ 
ViUchand Hitachand—all tycooiu—besides 
M M Malaviya. B R Ambedkar, Raiendra 
Prasad, Rajagopalachari, Tkj Bahadur 
Sapru, M R Jayakai and Devdas Gandhi,^’ 
and endorsed by the raj. 

A Harijan Sevak Sangh was formed with 
G D Birla as its all-India president. He was 
authorised to nominate presidents of the 
provincial boards. All powers were concen¬ 
trated in the central board, nominated by 
Gandhi, particularly in the hands of Birla 
and Amritlai Thakkar, another Gandhi 
nominee.^ 

A campaign started for opiening the doors 
of Hindu temples to the ‘untouchables’; 
Gandhi himself was leading it from within 
the prison, all facilities for which were 
generously provided by the raj. Soon Gandhi 
was soliciting the support of the viceroy and 
other high officials for temple entry bills, 
lb quofc Subhas Bose, “A.s the year [1932] 
came to a close resolutions were being 
passed from many a platform, at the 
instance of the Congress leaders, asking the 
viceroy to accord sanction to the temple 
entry bills in the Madras legislative Coun¬ 
cil and the Indian Legislative Assembly. Civil 
Disobedience indeed'”’’ 

The viceroy informed the secretary of state 
on November I, 1932; "We think . there 
may be definite advantages in getting 
Gandhi involved in untouchabiiity. It will 
rouse strong feelings on both sides and will 
divert attention from strictly political issues 
and civil disobedience.”’* “The interest of 
many Congress workers”, Samuel Hoare 
declared, "has now been diverted |o 
Mr Gandhi's campaign .against 
untouchabiiity”.’* 

An article in the Communist International 
of mid-1933 said; “The Congress, hiding 
behind the ‘struggle’ for the abolition of the 
panah system, is preparing the ground for 
adopting the Constitution worked out by 
British imperialism. Thus the National Con¬ 
gress IS literally repeating the manoeuvre 
which II carried out in 1922”*® 

V 

Cl D Birla had a long interview with 
Gandhi in prison after the fast had been 
over. Biria communicated to the secretary of 
state that Gandhi gave him "a clear indica¬ 
tion that he was himself very eager to see 
peace restored and also promised that if I 


came back with permission to talk these 
matters he would give me something in 
writing”.*' 

A little earlier, in July 1932, Birla was 
trying to arrange an interview between 
Anderson and Gandhi. Though Anderson 
was willing, it did not come off. The British 
rulers would be content only with Gandhi’s 
aqxtulation—total and unqualified, without 
the fig-leaf of previous intervie^rs and talks. 
On March 17, 1933 the British government 
published the White Paper giving an outline 
of the future Constitution of India. 

Driven into a comer, Gandhi announced 
that he would go on another fast—this time 
for three weeks—from May 8, 1933. Im¬ 
mediately after the commencement of the 
fast, the government released him and he 
went to the textile magnate Vithaldas 
Thackersay’s mansion to carry it on. On the 
same day he issued a press statement con¬ 
demning “the secrecy that has attended the 
[civil disobedience] movement”, and advised 
acting Congress president M S Aney (who 
aAerwanls became a member of the viceroy’s 
Executive Council) to suspend the movement 
“for full one month or eveti six weeks”. 
Gandhi promised “to take up the thread at 
the point where 1 was interrupted on my 
return from England” and, according to 
him. Patel ‘‘showed a remarkable com¬ 
prehension of the difficulties of the 
government”.*’ 

In June civil disobedience was suspended 
for another six weeks. In his prison diary 
Nehru noted: “Civil disobedience again 
suspended for six weeks—to end of Julyl 
And among the mighty ones so deciding hut 
G D Birla\ Heigh-hot This is funny world 
and not an easy place to live in”*’ Nehru 
might be right but this was one of his pass¬ 
ing moods, so usual with him. 

A meeting of select Congressmen invited 
by Gandhi and Aney was held at Pune in 
about mid-July 1933. Mass dvil disobe¬ 
dience was withdrawn while Gandhi retained 
the right of offering individual civil disobe¬ 
dience. He sought an interview with the 
viceroy to reach “an honourable seltle- 
menf'.** He was informed that no interview 
would be granted unless civil disobedience 
was completely withdrawn. Informing the 
viceroy that “I hanker for real peace”, 
Gandhi again asked for permission to see 
him.*’ Yet it was refused. 

Nehru felt upset and wrote in his diary: 
‘‘‘Peace’, ‘Honourable Peace!’ What about? 
With whom and on what basis? It is amaz¬ 
ing how flabby-minded our people have got. 
They meet at Poona [now F'une] at a critical 
moment after nearly 2 years and they do not 
even trouble to discuss, much less lay down, 
the objective before us. Only talks of peace 
with a government, that has insulted us in 
every way!’ He felt “that there can be no fur¬ 
ther political co-operation between ^pu 
and me . We had better go our different 
ways”** 

This mood, too, was a fleeting one. it 
would pass when Nehru would be out of 


prison. All efforts of Gatulhi as well as of 
his British and Indian intermediaries "to 
establish relations with government” failed. 
In a letter to Bombay’s home secretary he 
regretted that “the government do not seek 
or desire peace, they want an abject sur¬ 
render. . .’’*’ As early as April 1933 the 
knew that the Congress leaders would work 
the new Constitution that was being drafted. 
On April 7, 1933 the secretary of state wrote 
to Anderson: “lam glad to hear what you 
say as to the possibility of the Congress 
leaders working for the r^orms honestly and 
not for wrecking.”** The Bengal'governor’s 
source of knowledge was likely to have been 
C D Birla. who, as he said, was Gandhi’s 
“pet child” and was very intimate with 
Rajagopalachari," Patel and Rajendra 
Prasad, among others. “It is amusing”, 
wrote a British official, “to note the 
eagerness with which the Congress Party is 
awaiting the White Paper”.** The British 
rulers were receiving the same information 
from other sources. Jamnadas Dwarkadas, 
once a leading Home Leaguer, told home 
member Haig early in July 1933 that 
Dwarkadas “believed that the majority of 
Congress would gladly come into the new 
Constitution and work it, though they might 
profess to begin with a desire to wreck it". 
The same impression was conveyed to Haig 
by Gandhi’s friend Henry Folak in March 
1933.*® The British rulers knew the limits of 
the Congress leaders’ verbal radicalism or 
anti-imperialism. 

Gandhi’s British intennediaries—Andrews, 
Agatha Harrison, Horace Alexander. Muriel 
Lester (who had been his hostess in London 
in 1931), Miiabefan (Madeleine Slade)—tried 
to persuade the the ny to unbend, for in¬ 
stance, Andrews saw the viceroy, home 
member Haig and home secretary Hallett, 
conveyed to them “his impressions of 
Gandhiji’s mind”, and wrote pleadingly to 
Haig.” Gandhi sent a letter to Anderm 
through Muriel Letter, who saw both 
Anderson and Willington.” On February 
19. 1934 Gandhi wrote to G D Birla that 
Lester’s interview with the viceroy could 
“bring about no reauh at the moment. Still 
we do not want to miss any o/^torturdty of 
compromise. Whatever the Congressmen 
may say BUhan Ray should make fuU effort 
to seek an interview"^^ 

Refused an interview by the viceroy, 
Gandhi was anxious to meet Sir John 
Anderson early in 1934, on whidi Birla was 
also keen. Andersoo, too^ wanted to see him. 
but the move was acotched by the higher 
authorities, who thought they had “got very 
definitdy to discourage Gandhi’s efforts 
“to establish relatkms with government” un¬ 
til his total capitulation.** 

In a letter to Lord Halifax, dated April 
23,1934, G D Birla regretted very much that 
there was “no desire to undcrstaiid” Gandhi 
and that there was “* honor for human con¬ 
tact” in British officiaJ cirdes, though 
Gandhi had "withdrawn the Civil Disobe¬ 
dience Movement” and offered uncondi- 
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tiona] “c<M>peniUoB io reconstructiog 
Bihar” (large paiu of which had been 
devastated by an earthquake early in 1934). 
Birla piteously appealed to him to remove 
distrust and again ‘lestabUsh mutual ap- 
predation between leaden in the two coun* 
tries'^an example which be had himsdf set 
as viceroy iq 1931.’’ In another letter to 
Lord Halifax, BiHa a»ught his "dkfimte 
guidance" about what “we coidd do here to 
improve the situation" as *)r will cany great 
weight with GandhijF'-^ 

Why did not the British imperialists reiem 
even after Gandhi had withdrawn the dvil 
disobedience movement and given abundant 
promises of co-operation? They insisied that 
the surrender should be complete; that there 
should be no talk of individual dvil disobe¬ 
dience and that there should be no ritual of 
interviews and negotiations with him to give 
his surrender an appearance of a com¬ 
promise. They want^ to preclude even the 
remotest possibility of its appearing like 
another Oandhi-Irwin affair. 

In the meantime Gandhi was leading the 
Congress towards the constitutional path. 
Since July 1933 he had been suggesting to S 
Satyamurty, Asaf Ali, Ansari, K F Nariman, 
K M Munshi and othera the formation of 
a ‘parliamentary’ party for entering the 
legUlatures. He had been saying “in conver¬ 
sations and in letters to friends that it was 
the duty of Congressmen who believed in 
Council-entry... to form a party and pro¬ 
secute the Council-entry programme’” 

In filarcfa 1934, Satyamurty, the Madras 
Congress leader, approached Harry Haig 
and tecdved assurance that the government 
would not interfere with the formation of 
a Swaraj Party. As B B Mista writes, 
“Satyamurti suggested to thegovcmment the 
expediency of a soft line towards the Con¬ 
gress *in view of the fact that civil disobe¬ 
dience had in effect ceased to exist and could 
not be revived?’’* Among others who 
sounded Haig on the same issue was Cowas- 
jee Jehangir, one of Bombay’s business 
magnates, who was sent by K F Nariman, 
the then president of the Bombay Provin¬ 
cial Congress Committee.” 

This p>olicy of forswearing mass action 
and uking to the path of constitutionalism 
perfectly agreed with the British aim of 
casting the Congress in the role of a 
‘parliamentary’ party. The Indian big 
bourgeoisie desired no less, as will be evi¬ 
dent from the address of its president to the 
1934 session of the FICCI.*® 

In a statement released on April 7, 1934 
to the press, Gandhi armounced uncondi¬ 
tional suspension of the civil dis(^>edience 
movement for reasons highly spiritual.*' As 
desired by Gandhi, the decision was taken 
to revive the Swargj Party and contest the 
coming elections to the central legislative 
assembly. Besides Gandhi, a few chosen 
Congressmen had a meeting at Ranchi on 
May 1 and took the decision. Inviting Birta 
to fhis meeting, Gandhi wrote to him; “It 
is this group [that favoured council-entry) 
whidi should have the reins of the Con¬ 


fess. ’* Writing to Pttel on April 23, 
Gandhi said: “It was absolutely necessary 
that it should be revived... ! don’t think 
that this is a temporary phase: It has come 
to Sttt/^ 

This decision, which changed the entire 
direction of Congress poUtics, which was a 
negation of the ‘independeneef resohdkn of 
the Lahore Congress, was adopted neither 
by any Congress session nor by the AICC 
nor by the working committee but by a few 
indivklual Congressmen marry of whom had 
not taken part in the civil disobedience 
movement The Congress polkia were com¬ 
pletely reversed when Congress committees 
were banned, when many Congressmen, 
including many leaders, were in prison. 
Actually it was a one-man decision—the 
decision of Gandhi—^whkh he was carrying 
out through his chosen men. Gandhi told the 
press that there would be imd should be 
many instances of cooperation with the 
British raj.** 

On April 7, after the withdrawal of the 
civil disobedience movement, the viceroy 
wrote to the secretary of state: "Gandhi has 
in effect capitulated”.** WUlingdon wired to 
Hoare on April 19: “At present our policy 
has triumphed. Congress appears to be in 
a chasten^ mood and there are at least a 
large number of them genuinely anxious to 
resume constitutional activities and ento- the 
legislature. This is a development vfe should 
welcome.’’*^ 

As D A Low points out. the aim of the 
British imperialists “was to make them [the 
Congress] play by the constitutional rules 
they had laid down. Having failed in 1929-31 
to persuade them to this, between 1932 and 
1934 they successfully coerced them 
instead”*^ They expected that by abjuring 
mass action and following the constitutional 
path, the Congress leaders would isolate the 
revolutionary elements from the Congreu as 
a whole reonianise itself and build up itt 
strength. They decided to withdrew restric¬ 
tions on Congiesa|comminaes and csiabled 
the AICC to meet apA change itsdf into a 
party wedded to constitutional politics. The 
Congress leaders pursued the course map¬ 
ped out by the raj, the AICC met at I^stna 
in May 1934 and appointed a parliamentary 
board to contest elections.** 

The Birlas and Thakurdases were also 
happy. On April 12, 1934 Birla wrote to 
Thakuidas: “I am glad that you like 
Gandhiji’s action. I hope you also like the 
move by the newly-formed Swaraj Party!’ He 
asked Thakurdas to keep in touch with 
Bhulabhai Oesai and to see that Bombay 
businessmen did not provide funds “witliout 
being satisfied that the right type of men are 
being sent”** as candidates for election. 

Birla, who had no trust in the hetero¬ 
geneous elements that had come to the fore 
with the formation of the Swargj Party, 
wanted Gandhi to have full control over it 
or not to have any interest in it.’^ 
Rajagopalachari also wrote to Gandhi from 
the ffirla Mills, Delhi, in the tame vein.” 
Their wishes were respected; the new Swaraj 


Itay was still-born. The entire Ctmgtess' 
became a ‘parhamentary’ party. 

VI 

The Joint Psrliameatary Committee’s 
Report, which formed the basis of the 
Govenunent of India Act of 193S, appeared 
towards the end of 1934. Birla realised that 
^ appeals to the government to have talks 
with Gandhi—appeals for a ‘personal 
toucht—before the framing of the Constitu¬ 
tion, were fruitless. Now, he started em¬ 
phasising the value of personal contact after 
the Constitution bill was passed. He stress¬ 
ed that personal contact would be necessary 
for creating the proper atmosphere in which 
the Constitution to be imposed by the rgj 
could be worked.” Congratulating the 
secretary of state on his “splendid speech” 
cm the Joint Psrliamentjury Coinmittee 
Report in the House of Commons and refer¬ 
ring to the “common aim" of full responsi¬ 
ble government, Birla assured him cm 
December 16 that “1 am and have been most 
anxious to see a permanent friendly and 
peaceful relation restored between the two 
countries, and have been, in my own hum¬ 
ble way, working in this direction”.” 

Early in 193S, helped by Anderson, Birla 
saw the viceroy, commetxx member Joseph 
Bhore and home member Henry Craik. He 
also arranged interviews between Craik at>d 
Patel.” 

Birla said to the viceroy: “There must be 
a proper understandirtg between the ruler 
and the ruled so that leaders like Gandhiji 
and his lieutenants may begin to teach 
people to treat the Goveriunent as their own 
institution.’'’^ 

Birla told Joseph Uiore that “if there was 
sincerity and goodwill. Mr Gandhi may find 
a formula to work the Constitution".’’* 
While; as usual, his appeal that the raj 
should establish “personal contact” with 
Gandhi ran as a refrain throughout the 
interview with Craik. Birla told the “man 
who broke heads of thousands and issued 
ordinance(s]” that Gandhi endorsed Birla’s 
view “that the proposed scheme could be 
worked successfully and to the advantage of 
India, if there was sympathy and gcxrdwill 
from both the sides”. He stated to the home 
member; "There is already a section growing 
up gradually which believes that even the 
best should not be achieved by constitutional 
means... Gandhiji is fighting against this 
mentality... It is essential that some settle¬ 
ment should be made in Gandhiji’s lifetime 
which may bring the Government arut the 
people closer to each other. This would be 
the beginning of the new kind of education 
which would teach people to believe that the 
Government is their own institution, which 
should be mended and not ettded." Birla 
warned that, otherwise; “A revc^utkm of the 
bloody type may become an inevitable fac¬ 
tor. And this would be the greatest calamity 
not only to India but also to England. Tbries 
may my this would be Irulia's funeral. Isay 
it would be of both"'” Birla was tight. As 
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the intnests of the Birlu and thoae of imr 
periti MUin were tied together, the ruin of 
one would spell the ruin of the other. 

Meeting Craik in Birla’s house, l^tel 
assured him that “So long as both the sides 
recognM sincerity and honesty of purpose 
there was no reasons [sic] to fear racial 
bitterness.^* Gandhi was pleased with 
fttel’s interview with the home member and 
wrote to Ritel: “It was good that you met. 
Keep up correspondence now!’^ Gandhi 
himself toyed with the idea of writing to 
Craik and informed Birla that if he wrote, 
he would send the letter to Birla and that, 
if Birla approved of it, he was to send it to 
Craik.*® 

In June 1935 viceroy Willingdon informed 
secretary of state Lord Zetland that he had 
>vcry reason to think that when the Bill is 
through even Congress will work it, and 
work it properly".*' 

Though Gai^hi was still denied a ‘per¬ 
sonal tmich’, a thaw had set in. Birla now 
undertook a visit to London to disabuse the 
minds of the British nilen of all misgivings 
about the Congress leaders, generate trust 
and help destiny to bind imperial Britain and 
coloaial India still closer. Birla said; “I had 
in my enterprise the biessings ofBapu and 
also of the governor of Bengal, both of 
wimm gave me letters qf introduction to im¬ 
portant persons."*^ 

Towards the end of February 1935 
Gandhi’s secretary Mahadev Desai inform¬ 
ed Birla that, before he left for England, he 
“should concentrate on giving finishing 
touches to the taskyauhave undertaken and 
have brought to the present stage of frui- 
Itou.”** Then, on March 7, Gandhi advised 
Uria that “now that you have laboured so 
hard on this task, you should give Finishing 
touches to it during your sojourn in 
Enghuid**.^ 

Before he set sail in the summer of 1935, 
Birla went to the Bengal governor “to seek 
his advice and guidance’’. He told him that 
the Congress could throw an open challenge 
to s oci al i s m and Fight the Firebrands, if the 
igi strengthened the hands of the right wing. 
Anderson auured him that Anderson too 
was "in a way fighting India’s battle for 
fiaadorrr}^ 

In London, as Birla wrote: “Determined 
to puli every possible string on Gandhiji’s 
behalf, I sought out everyone who might be 
of a s s ist a nrr .. .*’•» He had interviews with 
f huIl a tST Stewart, Butler (another under 
MORUnry of state), Zetland, Lothian, Ramsay 
MacDonald, Halifax, Hoare, Linlithgow, 
Attlai; ChurchiU, prime minister Baldwin, 
various other politicians, economists, 
N i ainfism en and other prominent men. 
Daring his talk he eapatiated on the efficacy 
of *pc rson a l touch’, that is, personal contact 
with Gandhi. He toM them that the Con¬ 
stitution that the British government wasim- 
pealHg could be worked, but what was 
neadsti was the "person^ touch’. He warned 
Flndlater Stewiut that the “defeat of 
G a nrft i ism will create forces of Com- 
smaiaal^ At one of the interviews Siewan 


assured him: “We do not like Mr Gandhi to 
be on the other side of the fence!’** 

In a letter of June 29, Birla communicated 
to Gandhi the gist of his talks with the 
British politicians. In Us talks he emphassed 
that, rhough "tiie BIB Is the most reactionary 
piece of legislatkm". It was necessary 
to create the right spirit. Is different 
psychology about the rtforms so that it may 
be worked and the intention of the friends 
here may befufflOed and the present strife 
ended once mdfirraB". He complained that 
they were "killing a mm Klandhi] who is 
your friend in the world” and wanted them 
to “establish personal contact” with Gandhi 
“and come to an agreement about the work¬ 
ing of the reforms”. He informed Gandhi 
thm he had told them that “Mutual trust and 
friendship should be the basis. The Consii:ii 
tion should be worked with a view to lecdiny 
India towards progress and Domtr.mr 
Status. Great Britain to help" Beftm; lit ton 
eludes his letter to Gandhi, he assumed that 
“I am representing you correctly and 
faithfully".'” 

Gandhi assured Birla that he was 
representing him quite faithfully and en¬ 
couraged him to “go ahead with your 
endeavour.. .’’*® 

Gandhi’s secreury. Mahadev Desai, 
warmly congratulated Birla on his exploits 
in London: “you may be sure that we greedi¬ 
ly devour your letters. There is no doubt that 
you are making the best out of your visit, 
and I should be content even with what you 
have so far achieved."^' 

Birla was keeping Gandhi fully posted 
with records of his interviews in London. He 
was also keeping Anderson informed of his 
talks.*^ In his letters of July 5 and 12 Birla 
wrote to Anderson that he had told Zetland 
and Sir Austen Chamberlain that though 
“Lord Halifax put 60,000 men in jail and 
you have iniemed 2,500 men with trial... 
there is no bitterness!’®’ 

Birla told Halifax that Patel was “very 
capable, very sound and shrewd”. Asked 1^ 
Halifax if Nehru was “not too much on the 
left wing", Birla said: “/ do not think sp 
although he talks a lot.. ."** 

Birla assured Linlithgow that “the Con¬ 
gress and government are on common 
ground” on the issue of fighting terrorism, 
though their methods might differ”.*’ 
Churchill said to him: “Vbu have got the 
things (the Government of India Act of 
1935] now and you make it [a] success and 
if you do it I will support that you should 
get much more!’** 

Birla made a summary of what he had 
been saying to British politiciaiu and sent 
a copy to Halifax. It stated: “The Irwin- 
Gan^ Pact was a great step towards bin¬ 
ding India and Great Britain together... It 
struck at the roots of the method of secur- 
ing political advance by means of disorder 
and substituted the method of mutual 
discussion and corfidetux [emphasis in the 
original]... The government is helping the 
Socialists indirectly by ignoring the right 
wing. If the new Constitutioa is to work suc¬ 


cessfully to the advantage of both cotiidries, 
it is imperative that something be done 
immediately to change the existing at- 
mosfdiere... A new s|Hrit must be created; 
the spoil the dominated the Irwin-Gandhi 
Thrct must be restored [emphasis in the 
original]... Sensible men aiul women realise 
their rued of British help- they want British 
friendship’^ 

1b sum up: First, long before the Govern¬ 
ment of In^a Act of 1935 was enacted in 
August of that year as well as after, Birla on 
behalf of Gandhi and the other Congress 
leaders repeatedly gave the raj the assmance 
that it would be worked by the Congress. 
Gandhi approved of Birla’s commitment to 
the laj. 

Second, on behalf of Gandhi and the 
rithCT Congress leaders, Birla assured the tgj 
that they would abandon the path of mass 
:tctinn 'once and for all” and take to the 
road u^cated by the rai—the peaceful, con¬ 
stitutional road to self-government—and ex¬ 
pect to be guided there by British 
imperialism. 

Third, Birla, who held that imperial 
Britain and colonial India were bound 
together by destiny,*• urged that the raj and 
the right wing of the Congress should com¬ 
bine to crush the left wing. 

Fourth, Birla held that an understanding 
between the raj and Gandhi and the other 
Congress leaders was necessary so that the 
latter could teach people that “the govern¬ 
ment is their own institution, which should 
be mended and not ended”. Such understan¬ 
ding would also create the proper at¬ 
mosphere in which the Constitution could 
be worked. In the absence of such an 
understanding a violent revolution might 
spell “the funeral” of both Tbry Britain and 
the Birlas’ India. 

One should note that Birla’s views and 
commitments to the raj received Gandhi’s 
unqualified approval. 

Birla was asked to make another commit¬ 
ment. The Government of India Act of 1935 
was passed and Birla’s and Gandhi’s en¬ 
treaties for a ‘personal touch’ were rejected 
by the raj. Ybt Zetland, Hoare, Halifax and 
Lothian insisted that Gandhi should make 
“no new commitments” (that is, should not 
come to any decision) in respect of the new 
Constitution until the new viceroy arrived 
in India in April 1936.** 

Birla left England in August 1935 with, 
as he said, “high hopes, much cheered by 
a note from Lord Lothian, in which he 
assured me that the new viceroy. Lord 
Linlithgow, would arrive in India with a 
definite mission to establish personal con¬ 
tact with our nationalist leaders”.'*® He 
wrote to Anderson that he had “been told 
that in the fuUness of time my visit wiB bear 
fruit, so I am returning now to India with 
the blessings of the new viceroy the secretary 
of state and those others who count’! i®* 

On his return to India in September, Birla 
“iiiuncdiately went to Wardha to suy with 
Gandhiji and give him a first-hand report 
of my impreMions”'®’ as well as the 


1084 


Economic and Political Weekly May 16-23, 1992 



meiiatet from Hoanv Halifn aad otiien. 

Oandtii had lent hit Mcretaiy to Bombcy 
to bring Birla and fttel. He had invited 
Rajendra Prasad to come. Rajagopalacfaari 
had already arrived."*^ 

As Birla informed Lothian, Zetland and 
others, “Gandhi was very mu^ impressed” 
and promised Birla that “Ae wouU use His 
influence with the Congress, so that no new 
commitments in respect of the Informs be 
made until after the arrival pf Lord 
Linlithgow".'^* Writing to Zetland on 
September 23, Birla said; “/ have found 
Mr Gandhi extremely responsive and this is 
a great satisfaction."'^ 

Now Gandhi prepared to lead the Con¬ 
gress step by step in his own quiet way to 
work the Constitution, while keeping his 
plans secret from the Congress and the 
people—even from Nehru. He had sent his 
secretary to Allahabad with the message for 
Nehru that “no speeches or statements” 
should be made in Europe by Nehru, who, 
on his release from prison, left for Germany 
to be by the side of his ailing wifa'*** 

The decision whether to accept ministerial 
offtce under the new Constitution was defer¬ 
red by the Congress Working Committee 
and the AICC till the Lucknow Congress 
due to be held in April 1936. The Lucknow 
Congress under the presidency of Nehru 
rejected the new Constitution “in its entire¬ 
ty'. The resolution it adopted was eloquent 
on the fact that the constitution was “design¬ 
ed to facilitate and perpetuate the domina¬ 
tion and exploitation of the people of India 
and is imposed on the country to the accom¬ 
paniment of widespread repression and the 
suppression of civil liberties”.''*’ On the 
issue of office acceptance Nehru proclaimed 
from his presidential chair that “it would 
inevitably mean our co-operation in some 
measure with the repressive apparatus of 
imperialism, and we would become partners 
in this repression and in the exploitation of 
our people’’.'^* But. characteristically, 
Nehru refused to support the socialist 
amendments committing the Congress to a 
policy of rejecting ministerial office."” The 
Lucknow Congress resolved to contest the 
next provincial elections under the new act 
and left the question of accepting ministerial 
office “to be decided at the proper time by 
the AICC...”"® The Faizpur Congress in 
December 1936, with Nehru as president, 
while reiterating “its entire rejection of the 
Government of India Act of 1933” and mak¬ 
ing much radical noise, again deferred the 
question of acceptance of office—the crucial 
question. 

In the meantime—on April 20,1936, after 
the Lucknow Congress—Birla wrote to 
Thakurdas that he was “perfectly satisfied 
with what has taken place (at Lucknow). 
Mahatmaji kept his promise and without ut¬ 
tering a word, he saw that no new com¬ 
mitments were made. Jawahariaiji's speech 
in a way was thrown into the waste paper 
basket because all the resolutions that were 
passed were against the spirit of his 
speech... the things are moving in the right 


diicctiosL The deetkm whidi will take piaoe 
will be controlled by ‘Vrilabhbhai Choup’ 
and if Lord Linlithgow handles the rituatioD 
properly, thwe is every likelihood of the 
Conjpessmen coming into officer*'" 

In July 1936 the Congress Parliamentary 
Board Executive with PMei as prerident and 
Rajendra Prasad and G B ftnt as secretaries 
was appointed by the working committee. 
The Executive “derdmd that its main pur¬ 
pose was to transform the Congress 
organisation into an riactorai organisation 
and to revitalise and reorientate It to this 
end"."^ As desired by the British im¬ 
perialists, the Congress and Oandhian 
organisations like the Gandhi Seva Sangh"^ 
were coiwerted into vote-getting machines to 
work the new act. 

lb. smooth the path to the closest col¬ 
laboration Birla was ideading with the 
British ministers and dK viceroy for the 
‘personal touch*. On June 28 he reminded 
Lothian that Gandhi “kept his promise and 
the Congress officially today studs non- 
committed as regards tlx reforms” but there 
was “the same lack of personal touch" as 
befmt"* During his interview with viceroy 
Linlithgow on August 3,1936, Birla said that 
“Gandhiji has kept his promised’ but that 
there was yet no personal contact with him. 
Linlithgow hop^ “to make a substantial 
contribution after the election is over** but 
he would not make any promise. 

Birla assured him that Gandhi vrould 
agree to acceptance of office"’ Receiving 
a report from Birla on the interview, Gandhi 
approved of it."‘ Writing to Lothian next 
day, Birla said; “The whole question is, 
‘Should we make a serious effort to direct 
the energies of India once for all towards 
constitutioruil channekf!' 

Birla had another interview with the 
viceroy in March 1937 after the elections 
were over. The viceroy was happy at the Con¬ 
gress’ success in the elections and said; “In 
fact, in substance the difference between 
Gandhiji's position and my own position 
does not at all exist." He asked Birla: 
“Would Gandhiji rise against Jawaharlal if 
the latter disagreed with him on any com¬ 
promise?” Birla unhesitatingly replied: 
"Jawaharlal would simply follow." 
Linlithgow agreed with Birla."* They knew 
the limits of Nehru’s verbal radicalism and 
socialism. 

While acknowledging that people had 
voted for the Congress for its declared policy 
“to combat the new act and end it” and in¬ 
structing the elected Congress members of 
the legislatures to adhere to this policy, the 
AICC at its meeting held on March 17 and 
18,1937, after the elections were over, decid¬ 
ed at the same breath in favour of “accep¬ 
tance of office in provinces where the Con¬ 
gress commands a majority”, provided the 
leaders of the Congress assembly parties 
received assurances from the respective 
governors that they would not interfere when 
the ministers acted within the framework ef 
the Constitution. Wrecking the Constitution 
came to mean in Congress leaders* parlance 


working it Rgjafopalachari, tke taadm of; 
the Congress party in the Madras asse■llblJ^ 
told Lont Etskinc; the Madras govcraoi; dmt 
“there was a real chance to get rU the 
Civil Disobedience mentality for good, and 
that it would be a thousand pities if the 
rhance was missed*’."* Much earlier—in 
June 1933, even before the Government of 
India Act was enacted, Erskine had com¬ 
municated to the secretary of state: "Down 
here, the leaders are simply panting to take 
offied:*'” 

Gandhi*s formula of conditioruU office 
acceptance was obviously a 00 noeksion to the 
anti-imperialist political workers and people; 
who had believ^ in the public utterances of 
the Congress leaders about the wrecking of 
the new Constitution. This would make it 
appear that the raj had climbed down to 
meet the Congress demand—a sort of vic¬ 
tory for the Congress. The working commit¬ 
tee’s resolution was described by the Con¬ 
gressmen of Bombtv as a “typical Gandhian 
move’’.'^' 

As late as June 24, 1937 Nehru was 
writing; “.. a reaaionary Constitution has 
been imposed upon us by British im¬ 
perialism, meant to protect and perpetuate 
all the tremendous vested interests—British 
and Indian, imperialist and feudal—that 
impoverish our people. We have rejected that 
Constitution utterly and we want to put an 
etui to it atul td! our policy is directed to that 
end. We carmot and will not co-operate in 
accepting and working that Constitution... 
This provincial autonomy is a strange and 
ugly beast which functions Just as British 
imperialism has functioned in India."'^ 

When assurances from the governors were 
not forthcoming, the working committee 
met on July 7 and decided in favour of un¬ 
conditional office acceptance. Madras gover¬ 
nor Erskine described this decision as an 
“abject and unconditional surrender” to the 
British position.'^’ 

Mahadev Desai informed Birla: "Your 
jubilation... is shared by numerous people 
here [at Wardha). The resolution is another 
persona! triumph for Bapu. Jawahar and his 
friends of course behaved splendidly."'^ 

Gandhi*s secretary also wrote to Birla: 
“When Jawahar came to Wardha three days 
before the WC (working committee meeting] 
Bapu*s mind had been made up and I must 
say to the credit of Jawahar that he did not 
prove difficult to persuad^’'^ Gandhi too 
was highly appreciative of Nehru*s readiiMss 
to co-operate and thought that it would “be 
most difficult to replace him [as Congress 
president] next year*’.‘“ Nehru's volte-face 
was not unexpected: it had bera anticipated 
by Birla and even by Linlithgow. 

During this brief interlude, the theme of 
which was office acceptance, either condi¬ 
tional or unconditioiial, Birla played his 
usual part. Regretting in his IcXter of 
March 31, 1937 to Lothian the continued 
absence of the “personal touch”, whidi 
alone could remove undesirable “mis¬ 
understanding and suspicion”, he again 
assured Lothian that Gandhi, “wHhoutany 
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nmmarton. wainsloputastoptomofkbitl 
qf itbact action once far all". He bebeved 
Uut there ma "no substantial difference as 
retards the foaT.'^ A copy of tliU letter 
«u sent to the viceroy.'" 

Birla went to England in June a> the 
govemment’i non-ofndal adviier in leqiect 
of Indo-Britiih trade negotiations. During 
his stay there he saw Zetland, Halifax, 
Lothian and others md devised and pressed 
his own formula.'" Birla was encouraged 
by Oandhi to pursue his mission. On 
June 25, Oandhi wrote to him that if Birla 
felt that his activity hdped “the national 
cause'’, "Congress is bound to set its sea! qf 
approval on it".*^ 

When unconditional acceptance of 
ministerial offices was decided upon, Birla 
modestly claimed in his letter to Gandhi’s 
secretary “that perhaps my letten might have 
made some contribution in influencing 
Bapu’s mind’’. He added that though he 
felted to influence the iqj, he "succeeded 
wUh 

Oandhi did not fail to compliment Birla 
for his contribution. On July 18, he wrote 
to Birla: “ffthat you have been doing is 
good... Good you will be Good you 
remain’.'"^ 

ffirla gave the beneflt of his ideas and ad¬ 
vice not only to Oandhi Init to other leaden. 
As he wrote; “I always post one copy [of his 
letters to Oandhi] to Devdas [Gang’s son 
and managing editor of Birla’s Hindustan 
Tbnes], one to Rgieji and one to my brother 
Ramesfawarji who shows it to Saidaif’'^^ 
In an article *Coogreas Ministries’in J/orvon 
of July 17, Oandhi wrote that as a result of 
offlee acceptance; Englishmen and Indians 
would “now be thrown together as they never 
have been before. .. If the Englishmen or 
Anglicised Indians can but see the Indian 
which Is the Congress viewpoint, the battle 
is won by the Congress and complete in¬ 
dependence will come to us without shed- 
ding a drop of Nood. ... In the prosecu¬ 
tion by the Congress of its goal of complete 
independence, it [office acceptance] is a 
serious attempt on the one hand to avoid 
a bloody revolution and on the other to 
avoid mass civil disobedience on .) scale 
hitherto not attempted”'^ In other words, 
the contact with Congress ministers would 
improve the British rulers’ understanding of 
“the Congress viewpoint and persuade 
them to make a gift of “complete in¬ 
dependence^ and no further struggle would 
be necessary. That was exactly the view of 
the British: they too consider^ the change 
as one of great political signiricance and the 
period that was b^itming as one of test and 
trial. 

It was along the road of constitutional co¬ 
operation and under the aegis of British im¬ 
perialism that the Gandhis decided to pro¬ 
ceed towards their goal of 'complete in- 
d ep cnd en c^. This was the road indicated by 
the rgi for the Congress to travel along. 
Senior British officials expected that “Con¬ 
gress would now beconw the controller of 
Indiars political forces under their aegis’’.'” 


In a speech on July 28, the secretary of 
state wdeomed the “great change for the 
blighter in the outlook of the polWcal eltiia* 
titm in India—change of very profound 
significance. He was confident th^*iu the 
Congress gairu ecperieooe of the administra¬ 
tion’’, the atmosphere of suspicion and 
distrust “will be dispelled”. He hoped that 
lndi«. and Great Britain would mar^ along 
“side by side; each helping the other, we giv¬ 
ing as much to In^a as we could”.'" 
(Extracts from this speech were sent by Kria 
to Gandhi’s secretary.) 

As Birla wrote; Gang’s stock in England 
rose very high: those who counted were very 
fond of him.'” Birla told Lothian that “we 
should spend the next two or three years in 
nwking the Constitution a success from 
every point of view and establish personal 
contacts”.'" Lothian had assured him that 
“if the new India shows practical capacity 
to give India good government... full power 
will pass into its hands, as easily and in¬ 
evitably as ekewheier He had added that the 
British rulers were not interested in retain¬ 
ing control over India but were anxious 
“whether India can become self-govenunent 
[? self-governing] without plunging into 
catastrophe”.'" 

The Congress leaders and the Birlas were 
no less anxious that they should attain the 
goal of self-government “without plunging 
into catastrophe’’. In May 1937 Birla told 
the viceroy's private secretary. George 
Laithwaite; that ‘Sf once the Congress realises 
the potentiality of constitutioiudism”, it 
would “stick to it to the end”.'" The Con¬ 
gress leaders would, no doubt, have stuck 
to it to the very end, if second world war 
did not intervene. In those fateful days when 
Britain and its allies suffered reverses after 
reverses on all fronts, when the Japanese 
swept through south-east Asia knocking 
down British and Dutch defences of their 
colonies with almost effortless ease and 
stood at India’s door, when British defence 
of the Indian empire seemed brittle, it ap¬ 
peared to Gandhi that a mere ultimatum to 
Britain would suffice to force it to yield to 
his demands. Despite the opposition of 
RajagopaUchari, Nehru, Azad and several 
others, he pushed through his ’Quit India’ 
decision. That is another story that deserves 
to be told elsewhere. 

After the Government of India Act of 
1933 was passed, the British imperialists 
wanted to cast the Congress in the role of 
their open collaborators—to obtain what 
Nehru called the Congress leaders’ “co¬ 
operation in this repression and in the 
ecploitation of the people”. Since the an¬ 
nouncement of the Simon Commission 
towards the end of 1927, they had made no 
ctmomsion to the Congress; Willingdon had 
even rudely banged the door against 
Gandhi’s repeated requests for an interview. 
Biriifs ckx]uent pleas since 1932 for a “per¬ 
sonal touch” had been gently brushed aside. 
But when the time came for implementing 
the new Constitutioa, th 9 expected the Con¬ 
gress leaden to auume ministerial office in 


prowfnoes where dwy were in a agiority, to 
imptanent the act and oo-opente “in this 
repression and in the exidoitation of our 
peaphf, while the vioeray and British gover- 
non and thehr offidals would have the real 
power to run the administration in the in¬ 
terest of Britith imperialism and hi domeMk 
allies. Speaking of the act, Linlithgow, who 
had been chairman of the Joint ftrliamen- 
tary Committee on the legislation, said later 
“.. .we framed the Constitution as it stands 
in the Act of 1935, because we thought that 
way the best way... of maintaining British 
influence in India. It is no part of our ptdiiy, 

I take it, to expedite in India constitution^ 
changes for their own sake, or gratuitoudy 
hurry the handing over of the controls to 
Indian hands at any pace faster than that 
which we regard as brst calculated, on a long 
view, to hold India to the empire!’'^' 

An article in the Communist Irttematiorud 
was not far wrong when it stated: “In its 
scheme of a pseudo-federal colonial India 
British imperialism seeks to create such a 
system as would enable it to preserve and 
consolidate in the safest possible manner its 
rule over India, by utilising to the utmost 
the feudal relics and all the different con¬ 
tradictions (of a national, religious riiaracter, 
etc.)... The Constitution which imperialism 
seeks to introduce is aimed not only at 
strengthening the British yoke but at con¬ 
solidating all the exploiting classes for the 
struggle against the Indian people, against 
the Indian revolution!’'^ 

The decision “to avoid a bloody revolu¬ 
tion”, even “mass civil disobedience”, was a 
consummation devoutly wished for by the 
British imperialists and the Indian com¬ 
prador big bourgeoisie. Even when the 
Constitution was under consideration in 
British parliament. Gandhi, as Birla has 
written, “realised that the bill was capable 
of producing benefit, if worked in the right 
spirit”.*'*’ When in 1935, Bhulabhai Desai, 
a working committee member and leader of 
the Congress Party in the central legislative 
assembly, and S Satyamurty, the deputy 
leader, were lashing out in high-pitched 
rhetoric at the Repon of the Joint Parlia¬ 
mentary Committee, the law member of the 
government of India, said; “I again ask, 
what is the good of this heroic language of 
rejection—%iconsistent with our self-respect 
and so on—when we know perfectly well 
that this Constitution is going to be 
worked?”*" 

Early in 1937 G D Birla wrote to Winston 
Churchill: “Let me assure you that 
Mr Gandhi and others of his way of think¬ 
ing honestly wish to work the Constitution 
for the go^ of the people!’'" 

The arch-imperialist replied on April 30: 
“The duty of the Indian electorate and of 
Congress is to take up the great task which 
has been offered titam. aqd show that they 
can make India a happier country; and at 
the same time do everythirtg they can to win 
the cotfidence of Great Britain, and offer 
to her gratitude arul toyrdty.. 
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On July 22, tftcr the interlude of office 
■ooepunoe had a happy end, Birle called on 
diurehill. Immediately on meing him, 
Churchill said: ‘‘Well, a big experiment has 
begun.” When Birla replied, “yes, it has 
begun but it will require ail your sympathy 
and good wishes”, Churchill “assured me of 
it but all the same said, it depends entirely 
on you... if you can make this experiment 
a success, you will reach your goal auto- 
matically... Play fair and we will play 
fair*.” While asking Birla to convey his 
greetings to Gandhi and wishing him all 
success, Churchill advised Birla not to “feel 
shy of fighting socialism” “Accumulation of 
w^th”, said Churchill, “is a good thing... 
but of course capitalists have to be servants 
and not masters!’Gandhi would have 
only added that capitalists, besides beiiig ser¬ 
vants, have also to be trustees for the welfare 
of the workers. 

It was, indeed, “a big experiment”, 
Whatever the rhetoric, the acceptance of 
office meant that struggle, real or sham, by 
the Congress against the raj was a thing of 
the past. There began a period when the 
Congress leaders would be tested. If they 
‘played fair’ according to the rules of the im¬ 
perialist game, the raj too would ‘play fair’. 
They would then be trusted with further 
doses of self-government—‘freedom would 
broaden down from precedent to prece¬ 
dent—as Zetland, Ijothian, Churchill and 
others were promising.'^ The prospect was 
alluring to the comprador big bourgeoisie. 
Birla -hoped that “both sides will make 
mutual adjustments and perhaps it will be 
realised that there was a lot of good on both 
sides which was not appreciated so far”. He 
expected the Britishers to take “a far-sighted 
view” and “help us to realise our goal”. 

Gandhi had full faith in Birla. In his let¬ 
ter of August 25,1937 he asked Birla to “do 
what is in the interest of India irrespeciive 
of the opinion of Congressmen'. He added: 
“Rest assured that the Congress will have 
to accept what is for the country’s good"'^ 
—as conceived by the Birlas. 
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Changing Tenancy Relations in West Bengal 

Popular Notions, Grassroot Realities 

G K Chadha 
S K Bhaumik 

TTte article is based on a study aimed to understand and analyse tenancy relations following the organisation 
and mobilisation of tenantry in West Bengal in recent years. An attempt has been made to examine the various 
issues raised in the context of the recent phase of tenancy reforms. 

This article appears in two parts. The first part, which appeared last v/eek, examined the tenancy structure 
prevtdttng over the survey area and the changes likely to occur in the structure of tenancy with changing technological 
conditions. This, the second part, coruxntrates on the issue of changing terms and conditions of tenancy arul 
tenurial relations in the qftermath of organisation and political mobilisation of tenantry in West Bengal. 


IN this, the second part of our study, we 
mainly discuss the issue of changing terms 
and conditions of tenancy and tenurial rela¬ 
tions following organisation and mobilisa¬ 
tion of the West Bengal tenants in recent 
ye&rs. Earlier we had argued that although 
terms and conditions of tenancy may be 
determined by the relative bargaining power 
-of the lessors and lessees yet the bargaining 
power cannot always be indexed merely in 
terms of socio-economic status of one par 
ty vis-a-vis the other or in terms of its share 
in the distribution of land and other farm 
assets. This is more so in a region which is 
undergoing considerable political mobilisa¬ 
tion and organisation of the tenantry along 
with other poorer sections in the rural socie¬ 
ty. This means that the tenants, although en¬ 
dowed with an inferior socio-economic 
status, may yet succeed in altering the old 
character of tenancy m their favour. This 
they can do by acquiring organisational 
streninh (which, in turn, raises their bargain¬ 
ing power) thanks to their political mobilisa¬ 
tion and thanks also to the support rendered 
by government through various policies and 
programmes Morccxpressely, in the context 
of West Bengal, mobilisation of a large 
section ot tenants has indeed taken place in 
recent years and the government too 
responded seriously to serve the economic 
interests of this most underprivileged section 
of rural society.^* To what extent the 
tenants have been able, under the changed 
circumstances, to destroy the old tenurial 
relations and reset the terms and conditions 
of tenancy in their favour arc important 
-questions to which not much attention has 
yet been spared by researchers. We thus 
discuss here, with the help of field data col¬ 
lected from twelve villages in district 
Midnapore of West Bengal, the issue of 
changing terms and conditions of tenancy 
in the aftermath of their organised struggle 
through a programme such as Operation 
Barga (OB), in order to bring more clearly 
into focus the impact of such a movement 
on tenurial relations, we would specifically 
concentrate on the tenancy arrangements 
prevailing between the unrecorded tenants 
and the recorded tenants (i e, the parti¬ 
cipants in OB programme) and their land¬ 
lords in our sample area. This would enable 


empirical testing of the hypothesis that as 
the tenants start enjoying collective and 
organi.sed strength, the old tenancy relations 
which characterise their exploitation start 
breaking up. 

In our examination of terms and condi¬ 
tions of tenancy contracts, we would 
specifically concentrate on such aspects as 
crop-sharing, cost-sharing, interlinking of 
tenancy with other factor markets and a few 
other conditions governing the tenancy con¬ 
tracts. Towards the end, we make some 
observations on the other extremely crucial 
and widely debated issue of the likely im¬ 
pact of the OB programme on agricultural 
production. 

V 

Crop-sharing Patloms 

Crop-sharing tenancy has its own variants 
which need not be spelt out here. Never¬ 
theless, It is highly instructive to examine the 
variants which arc emerging between the 
unrecorded and the recorded tenants and 
their respective landlords in our study area. 
Before we do that, it is worthwhile to recall 
that other rcsearchcis loo had noted a wide 
variety ot crop-sharing patterns for West 
Bengal. For example, u.sing data foi 110 
villages in the stale, Bardhan and Kudra 
(1980: 294| observed as many as II different 
types of crop-shares prevailing in 1975-76. 

In leceni years, the number of crop-share 
variants has tended to decline. Thus in the 
1979-80 study conducted by Khasnabis and 
Chakraborly (1982: A24] in the Nadia 
district of West Bengal, only foui types of 
crop-shares have been highlighted. In 
another study by Chattopadhyay and Ghosh 
[1983: A75J in 1981-82 in ihe ‘lerai’ area ot 
Darjeeling district, crop-sharing was 
reported only in three different forms. It is, 
however, not very clear from these studies 
if the observed reduction in the number of 
share-crop variants is due to a large section 
of the tenants being able to exercise their 
tenurial rights in recent years. Nor can it be 
authenticated from these studies if the 
pattern of crop-sharing for different crops 
has responded to differences in the levels of 
technology available for individual crops. 

We pre.sent our data on crop-sharing pat¬ 


terns separately for individual crops and fot 
the two groups of tenants. As is evident from 
Table 10, a maximum of five different crop¬ 
sharing patterns are conceivable for our 
study area for the two most important crops 
‘aman’ paddy and ‘boro’ paddy.Our data 
clearly indicate a persistent tendency for the 
crop-sharing arrangement to hover around 
50:50 division of produce for the formw 
crop, paiticularly in the case of the 
unrecorded tenants. Thus in 75 of a total of 
80 cases (nearly 94 per cent), equal sharing 
of aman paddy took place between the 
unrecorded tenants and their landlords. 
Although the observed variation in crop- 
sharing is< higher in the case of record^ 
tenants, there is a clear tendency towards a 
large section of them retaining more than 
50 per cent of the crop. As is clear from 
'Bible 10, the recorded tenanis’ share in aman 
paddy has been more than 50 per cent in 60 
out of 80 cases (75 per cent). It is, however, 
sinking that in one-fourth of the cases, these 
tenants maintain their traditional arrange¬ 
ment of equal sharing in case of aman 
paddy even though recording of their 
tenanted plots entitle them to three-fourth 
of the gross produce if the landlords have 
not participated in the cost of cultivation.^ 

The crop-sharing pattern for ‘boro’ paddy 
is different from that in aman paddy. For 
this crop, the predominant pattern is the one 
where 75 per cent of i he crop is retained by 
the tenant. Thus in 73 out of a total of 96 
cases (nearly 76 per cent), the unrecorded 
tenants obtained three-fourth share of the 
gross produce. The pattern of crop-sharing 
for boro paddy suggests a different picture 
under the improved technological condi¬ 
tions. With the utilisation of purchased in¬ 
puts such as high-yielding seeds, chemical 
fertilisers, insecticides and pesticides, irriga¬ 
tion, and so on tending to become a normal 
practice with most cultivators, a large section 
of tenants find it highly uneconomical to 
part with more than 25 per cent or so of 
produce for this crop. This tendency has 
been more prominent among the recorded 
tenants. 

Tkblc 10 also reveals the pattern of crop- 
sharing for some other crops. As regards 
Jute, there is equal sharing in a good number 
of cases by the unrecorded tenants while the 
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fecorded tenanu tended to retain more than 
SO per cent of output as their share. A 
similar trend is noticeable in the case of 
another commercial crop, sugarcane. 
However, in the case of potato, both types 
of tenants received three-fourth of the crop. 
For another traditional crop (i e, aus paddy), 
equal-sharing predominates for both types 
of tenants. 

The overall pattern of crop-sharing in our 
study area suggests the predominance of 
equal-sharing for traditional crops (such as 
aman paddy) for the unrecorded tenants. In 
the case of recorded tenants, however, a 
strong tendency seems to be emerging with 
them to retain more than SO per cent of this 
crop as their share. In spite of some instances 
of this crop being equally shared between 
the recorded tenants and their landlords, 
there is imposing evidence in support of our 
premise that in the aftermath of the organis¬ 
ed struggle by the tenants in West Bengal in 
recent years, the crop-sharing pmtern has 
become more favourable to the tenants even 
for the traditional crops. In other words, it 
appears that the recorded tenants, although 
still inflicted with an extremely inferior 
socio-economic status vis-a-vis their 
landlords, are nevertheless able to exercise 
their legal rights in the matter of crop- 
sharing. On this count, our finding con¬ 
tradicts the position taken by some resear¬ 
chers that large-scale peasant mobilisations 
have not been successful in altering', inter 
alia, the old pattern of crop-sharing in 
favour of the tenants.^’ The tendency of 
tenants getting larger (three-fourth) share of' 
output has been even greater in the case of 
boro paddy, unmistakably in the case of the 
recorded tenants. 

VI 

Pattern of Coat-sharing 

In the theoretical literature, the pheno¬ 
menon of cost-sharing has been inter¬ 
preted as a means to correct distortions in 
the use of some inputs (e g, fertiliser). If the 
tenant has insufficient incentive to use some 
inputs, participation in cost by the landlord 
may induce their optimum utilisation. It is 
for the sake of encouraging application of 
variable inputs in ‘socially efricient amounts’ 
by the tenants that some scholars have sug¬ 
gested the principle of landlords sharing in¬ 
put costs in the same proportion as out¬ 
put.^ The share-cropping arrangements in¬ 
deed show some kind of cost-sharing, at 
least in some cases.” However, there are 
several departures from the suggested rule 
of setting cost-share equal to output share. 
Under this situation, the issues which come 
into -the forefront ate: (i) under what con¬ 
ditions does the landlord share in cost or 
what is the rationale behind cost-sharing 
arrangements; and (ii) what determines the 
equilibrium cost-sharing rules under share 
cropping. 

These are the issues which have prompted 
some theoretical model-building in recent 
years by a band of neo-dassical economists. 
Fbr example, Braverman and Stiglitz [1986: 


642-S2] In one of their recent papers sought 
to answer these questions in terms of what 
mi^ be called ‘imperfect information 
paradigm*. FoUowing their argument, the 
landlotd can monitor the application of in¬ 
puts Oahour and non-labour) so as to 
remove iiwfficiency of resource allocation by 
the tenant so long as there is symmetric in¬ 
formation between him and the tenimt con¬ 
cerning the production conditions. Insohu 
as there is information asymmetry or the’ 
tenant has better knowledge concerning the 
optimum level of input and the changes to 
be undertaken in its utilisation in response 
to changes in weather, soil conditions, etc, 
the landlord has to design the contract in 
such a way that the tenant is induced to ad¬ 
just his input in response w these changes. 
Under a situation of asymmetric informa¬ 
tion, therefore, some cost-sharing becomes 
inevitable at least for the sake of better 
utilisation of some input factors. This leads 
them to the conclusion that “cost-sharing 
contracts have a decided advantage over con¬ 
tracts which specify the' levei of inputs 
whenever'there are asymmetries of informa¬ 
tion regarding production technology 
between the landlord and the tenant” 
[Braverman and Stiglitz 1986: 652]. As 
regards the other question of deviation from 
the simple rule of cost-sharing being equal 
to output-sharing, the authors argUe that if 
the level of effort (labour) cannot be precise¬ 
ly foreseen and specified in the contract, 
then by sharing more in the cost of inputs 
(say, fertiliser) which are strongly com¬ 
plementary to labour, the landlord may in¬ 
duce greater effort by the tenant. Further¬ 
more, sharing more in the cost of input 
enables the landlord to increase his output 
share by keeping the tenant at the same level 
of expected utility since it also reduces the 
risk that he faces. In any case, cost-sharing 
in the neo-classical tradition has been inter¬ 
preted as a mechanism adopted by the 
landlord to ensure efficient application of 
inputs as also to augment his share of out¬ 
put under the presence of information asym¬ 
metry. The validity or otherwise of such a 
theory cannot be tested meaningfully in a 
region such as ours where, as will be evident 
from the discussion below, the incidence of 


coat-sharing by the landlordi hu been very 
low. However, it will not be dUIicult to 
establish in course of our discussion that 
whatever evidence of cost-sharing exists, is 
motivated by the landlords solely to extract 
larger share of output. 

Cost-sharing in the areas of our study 
takes place mostly in respect of fertiliser in¬ 
put and in some specific instances, for in¬ 
secticides and pesticides and for irrigation. 
The cost of all other inputs is the respon¬ 
sibility of the tenant. Moreover, the pattm 
of cost-sharing has not been uniform for all 
crops as also between the landlords of the 
unrecorded and the recorded tenants. As is 
evident from Ihble 11, cost-sharing, 
whenever it exists, has been a phenomenon 
associated with the cultivation of boro 
paddy. In the case of aman paddy, the in¬ 
cidence of cost-sharing by the landlords has 
been very low. Further, although in all of tlw 
80 cases where the unrecorded tenants 
reported to have used fertiliser for the 
cultivation of aman paddy, only in 12 cases 
the cost is shared by the landowners (either 
equally or fully) whUe in the rest of the cases, 
its cost is borne entirely by the tenants. As 
regards other inputs such as insecticides and 
pesticides and irrigation, their cost too is 
borne almost entirely by the tenants. The in^ 
cidence of cost-sharing for aman paddy by 
the landlords of the recorded tenants is 
rather negligible in our study area. Only in 
one out of a total of 80 cases, have these 
tenants equally shared the cost of fertiliser 
alone with their landlords. 

There is some, albeit very limited, indica¬ 
tion that landlords of the unrecorded tenants 
are showing some interest in cost-participa¬ 
tion in the case of boro paddy. In the case 
of recorded tenants, almost the entire costs 
are their own responsibility. However, the 
overall picture on the pattern and extent of 
cost-sharing by the landlords of these two 
categories of tenants do not seem to be ade¬ 
quately clear to support generalisations 
made by other researchers, namely, that cost- 
sharing has been a striking phenomenon in 
respect of landlords of the unrecorded 
tenants or that recording of tenancy rights 
discourage landlords to participate in shar¬ 
ing of cost of cultivation.’** On the con- 
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80 
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R 

25 

30 

4 

I 

20 
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Boro 

UR 
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73 

1 

2 

20 

96 
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21 

31 

— 
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56 
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— 

— 
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1 

2 
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1 

1 

— 

— 

3 

5 

Jute 

UR 

1 

4 

— 

7 

14 

26 


R 

1 

5 

3 

— 

2 

11 

Potato 

UR 

— 

23 

— 

1 

— 

24 


R 

— 

1 

_ 

_ 

_ 

I 
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UR 

— 

— 

— 

— 

3 

3 


R 

4 

5 

— 

— 

3 

12 


Note: UR = Unrecorded. R = Recorded 
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tnry, sporadic instances of cost sharing not¬ 
withstanding, our data tend to suggest that, 
in general, the incidence of cOst-sharina has 
generally been very low among the land¬ 
lords. More importantly, we do not observe 
very significant difference in the incidence 
of cost-sharing between the unrecorded and 
the recorded tenants. The slightly higher 
tendency of cpst-sharing in the case of 
unrecorded tenants does not at all warrant 
the conclusion that the recorded tenants are 
being thrown to a position of disadvantage 
in that their landlords have completely stop¬ 
ped the practice of cost-sharing. The moot 
point is that the incidence of cost-sharing 
is very low, whether for unrecorded or 
recorded tenants. 

Association between crop And 
Cost-Shares 

In spite of the rather fragmentary nature 
of cost participation by landlords for both 
types of tenants, it may be useful to ask 
whether there exists any association between 
the patterns of crop and co.st-sharing by the 
landlords. The relevant data concerning the 
possible association for the two most impor¬ 
tant crops, namely, aman paddy and boro 
paddy are set out in Tkble 12. It is interesting 
to note that no cost-sharing exists for aman 
paddy for either of the tenant groups when 
the tenants retain more than 50 per cent of 
the crop as their share Even where equal- 
sharing prevails for aman paddy, landlords' 
participation in cost has not been very 
significant. Further, among the cases where 
unrecorded tenants equally share the crop 
aman paddy, only in 28.8 per cent of the 
cases the landlords share at least one of the 
items of cost. The participation in cost 
among the equal crop-sharing cases for the 
recorded tenants has been lower in the case 
of aman paddy compared with that tor the 
unrecorded tenants. Such a low level of par¬ 
ticipation in cost even when the landowners 
are offered a share of the crop larger than 
the one stipulated by the Tenancy Act,” 
could be due to the fact that the utilisation 
of purchased inputs (fertiliser, insecticides 
and pesticides and irrigation) in the case of 
this traditional crop do not assume a Icyel 
so as to necessitate immediate participation 
in cost by the landowners. The cultivation 
of boro paddy, however, requiring larger 
doses of puichased inputs duly warrants 
landlords' participation in cost of cultiva¬ 
tion whenever they obtain equal share ot 
output. As IS evident from Table 12, in 94.1 
per cent of the cases where the output of 
boro paddy has been equally shared between 
the unreconJed tenants and their landlords, 
the latter participated in cost of at least one 
input. Although the incidence of equal crop¬ 
sharing cases is not very high for boro pad¬ 
dy among the recorded tenants, even in one- 
half of such cases cost-sharing by the 
landlords was discernible in our study area. 

The overall pattern of association of cost 
and crop sharing suggests a tendency 
towards landlords sharing cost only when 
they are rewarded with larger share of the 


crop. Whether or not cost-sharing by the 
landlords is intended towards ensuring more 
efficient utilisation of resources by the 
tenants, our sample data cannot answer the 
same adequately. However, we have fairly 
strong information to indicate a tendency 
among some of the landlords extracting 
share of crop greater than that stipulated in 
the tenancy act by the mechanism of 
cost-sharing.*^ 

VII 

Some Sidelines on Tenancy 
Contracts 

Decision-making: As regards decision 
regarding crop production, it is the respon¬ 
sibility of the tenants. All decisions regar¬ 
ding the choice of crops, the use of input- 
mix, etc, are taken by tenants in our survey 
area. This is typically true both for the 
recorded and the unrecorded tenants (except 
for only one case among the unrecorded 
tenants). This reflects the state of in¬ 
dependence enjoyed by them in reality. 

Reason for Non-recording: We have 
enquired into the question of why some 
tenants have not gone in for recording of 


their names and preferred to remain un¬ 
recorded. The most frequent answer has 
been ‘to maintain long-standing good rela¬ 
tion with the landlord’. With 46 out of a total 
of 121 unrecorded tenants, this wu the 
reason for opting against recording. The 
seasonal nature of tenancy arrangements has 
also been responsible for non-recording in 
a good number of cases, in 40 cases, the 
tenants abstained from recording as they 
leased in land for one season only. In 14 
cases the tenants revealed their faith in 
mutual relation while in another 13 cases, 
they reported family tie with the landlord as 
the reasofi for non-recording. The overall 
picture seems to indicate that it has been a 
voluntary decision by a section of tenants 
not to go in for recording. Further, on the 
strength of our field data, we have no reason 
to believe that the semi-feudal authority, in 
order to deprive the tenants from legally 
stipulated share of produce, prevented some 
of them from recording their names.** 
Relation itfier Recording: As regards the 
question of changing relation between the 
landlord and the tenant after recording, it 
is observed that while recording does pro¬ 
vide .security against eviction and rent- 
enhancement to the tenant, it may also put 
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under strain their pre-recording relation. 
Thus, although in 42 out of a total of 103 
cases, the tenants found the relation with the 
landlords after recording ‘unchanged’, m S3 
cases, they reported deterioration in their 
relationship. It is also reported that in some 
of these cases, the landlords often refused 
to accept their stipulated share of crop and 
every effort on the part of the tenants to 
restore a workable relation with them has 
been frustrated by the non-responsiveness of 
their landlords.^ 

Political Affiliation: The nature of 
political affiliation of tenant households has 
also been widely commented upon in the 
literature on land reforms in West Bengal. 
We too made an inquiry in this regard. Our 
inquiry shows that the percentage of the 
members of Kisan Sabha among the record¬ 
ed tenants has been much higher compared 
with those among the unrecorded tenants. 
While nearly 82 pier cent of all recorded 
tenants reported their membership of the 
left-wing peasant political organisation, the 
corresponding percentage for the unrecorded 
tenants was only about 45 per cent. We have 
thus some reason to believe that political af¬ 
filiation has emboldened a very high percen¬ 
tage of the erstwhile unrecorded tenants to 
avail of the legal facility of recording. 

VIII 

Factor Market Inter linkages 

In this section we examine the issue of 
interlinking of factor markets in the context 
of our study area. There are two contrasting 
views in the literature concerning interlinked 
rural markets. According to one view, inter¬ 
linking between land-lease and credit 
markets acts as a means of exploitation of 
the poor tenant at the hands of the exploiter- 
landlord.’' The other view, while rejecting 
interlinking being necessarily exploitative, 
explains its rationale in terms of informa¬ 
tion asymmetry which creates a moral 
hazard problem and hence makes monitor¬ 
ing of tenant activities costly for the 
landlord. Some kind of interlinking, say, bet¬ 
ween land and credit contracts, therefore, 
becomes necessary on consideration of im¬ 
proving allocative efficiency as also the 
welfare of the contracting panics.’* Both of 
these approaches, however, rest on an im¬ 
plicit assumption that there is complete 
dichotomisation between the two classes. 
While the landlords, being drawn largely 
from big landowning categories are 
rich/pure rentiers, the tenants comprising 
the class of the poor/landless who depend 
on the landlords for lea.se contract as well 
as credit support {o meet their consumption 
and/or production needs. 

Obviously, as a necessary condition, the 
validity of the above conjectures rest on the 
extent of validity of rich-poor dichotomisa¬ 
tion of lessors and lessees. Under improved 
technological conditions with bigger 
cultivators also entering the land lease 
market as lessees and small landowners ap¬ 
pearing as lessors, such dichotomisation fails 
to come true and hence the explanation for 


the phenomenon of interlinking on this basis 
gets weakened. Similarly, if in any particular 
region, the composition of both the lessors 
and the lessees be such that all come large¬ 
ly from lower landowning categories, the 
sheer inability of the former to offer credit 
support along with lease contract may 
reduce interlinking to a non-starter. Yet 
another possibility is the one where the 
lessors, despite being generally drawn from 
higher ownership categories, may be unwil¬ 
ling to offer contracts other than through 
land-lease market to the lessees as the latter 
become organised to exercise their rights 
which effectively reduce the control on the 
les.secs by the lessors. In any case, it is the 
objective condition specific to a region which 
would determine the nature or even the exis¬ 
tence of market interlinkings, in brief, there 
is no a priori ground to view interlinkages 
as characteristics of all epochs and all 
agrarian economies. 

The situation prevailing under colonial 
Bengal indeed provides some evidence of 
interlinking of rural markets.” The 
bargadars (share-croppers) depended on 
their landlords for land-lease and credit con¬ 
tracts and they often supplied ‘begar’ 
(unpaid labour services) as part of their 
dependence-dominance relationship. Clearly, 
such a situation indeed reflects the ex¬ 
ploitative nature of market interlinkings. 
In spite of continuation of dependence of 
share-croppers on the landlords for many 
years even after independence, only with 
their gradual mobilisation by left political 
parties coupled with rigorous application of 
tenancy reform measures in recent years, that 
the tenancy relations are expected to have 
become more formal considerably weakening 
the old dependence-dominance relationship. 

In Bengal today, the recorded tenants are 
not only in a majority but are well organis¬ 
ed to assert their rights. To the extent that 
recording of land by them worsen their rela¬ 
tionship with the landlords, one may expect 
under the prevailing situation that the tran- 
.saction between them is conTined to land- 
lease market only. However, the unrecord¬ 
ed tenants being typically involved in tradi¬ 
tional tenancy arrangements, offer scope for 
their transactions with the landlords going 
beyond land market alone, perhaps encom¬ 
passing several markets. However, even in 
this case, it ultimately depends on who leases 
from whom and one pre-condition for mak¬ 
ing interlinking between land-lease and 
credit contracts viable is that the lessors are 
capable of advancing loans. 

The discussion in the first part of our 
study provided no evidence of lessors of the 
unrecorded tenants being drawn unam¬ 
biguously from rich/big landowning 
category. Rather, their lessors come from 
almost all size-groups, of course, with a 
relatively higher concentration in small and 
middle categories. Moreover, a substantial 
proportion of them report self-cultivation as 
the principal occupation who might have 
leased out temporarily owing to short-run 
difficulties of maintaining the process of 
production. As regards the class of tenants. 


not many of them bdong to the pure tenant/ 
landless category. In any case, the available 
evidence fail to provide unqualified support 
to the view that all lessors belong to pure 
rentier/rich landowning category just as all 
tenants are not necessarily the landless 
and/or poor.’* Another important point 
that needs to be underlined is that there is 
a tendency with smaller unrecorded tenants 
(for whom credit support is presumably 
more essential) getting involved into tenancy 
relationships with the smaller lessors while 
bigger lessors going in for bigger tenants. 
Under these cirumstances, one may hypo¬ 
thesise a case for gradual disappearance of 
interlinking of land-lease and cr^it markets 
even for the unrecorded tenants. 

In Ibble 13, we give information on the 
interlinking of land-lease and credit con¬ 
tracts emerging from our survey. It is rather 
queer that only one of the unrecorded 
tenants reported to have taken production 
loan from his landlord during the period 
covered in our survey. There has also been 
very low incidence of tenants approaching 
the landlord for a loan even under extra¬ 
ordinary circumstances. Considering both 
sample regions together, only six out of a 
total of 121 unrecorded tenants revealed that 
they would approach their landlords for 
credit as and when required, in all these 
cases, however, they would pay interest at the 
rate charged by the ‘gramin mahajan’ (village 
moneylender). The incidence of recorded 
tenants approaching landlords for credit has 
been almost zero. The available evidence 
does not support the case of tenants depend¬ 
ing on landlords for credit; there is neither 
a tie-up between land-lease and credit con¬ 
tracts putting the tenant in an exploitative 
relationship vis-a-vis his landlord nor is there 
any indication of the latter offering credit 
on consideration of improving allocative ef¬ 
ficiency of the former.” 

There is, however, some evidence of inter¬ 
linking of land-lease and labour contracts 
particularly in the case of unrecorded 
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tenants. As is evident from Table 14, nearly 
a quarter of 121 unrecorded tenants lease in 
land as part of an interlinked land-labour 
contract. The incidence of tying labour 
through land-lease contract is, however, in¬ 
significant III the ca.se of recorded tenants. 
Among the unrecorded tenants, interlinking 
operates through boro season only. Most of 
such tenants, betng drawn largely from 
agrtcultural labour families, are offered land- 
lease contract with the understanding that 
they would offer labour services for the 
cultivation of self-operated land by the 
landlords. This cannot be interpreted as 
representing stereotype landlord-serf rela¬ 
tionship typical of leudal agrarian relations 
so long as there is absence of extra-economic 
coercion from the landlords Moreover, 
tenants’ comnmmeni to provide labour ser¬ 
vices d») noi lorbid their right to offci them 
in flee labour maiket. During out field in¬ 
quiry. It was revealed by all such tenants that 
they icscivc wages at the pievailing market 
rale foi rcusleiing their services to the 
landlords ,md no effective piessure is applied 
on lh‘‘n>. (>!(vciiliiig their entry into tree 
laboU! in.irke' In any case, the |>rcvailing 
siiuation docs not indicate feudal or seini- 
feiidai teiaiions of production as ha.s been 
sire.ssfuHy voiced/propagated by some 
scholars in recent years. 

IX 

Tenants’ Access to Credit 

AUhougii the tenants in our study area do 
no* efepend on then landlords for supply of 
credit, this does not mean that they do not 
require credit support In fact, credit sup¬ 
port IS necessary, in varying degree, for ill 
categoiics of farmers in a growing agrarian 
economy. Just as the iJow c)f credit tulfils 
the capital requirements of farmers, its non- 
avatlabiiuy or inadequate or untimely 
availability may po.se an extremely critical 
obstacle to innovation, it is, therefore, felt 
necessary to examine in some detail, their 
position in the credit market. This would 
also help us to examine the validity of one 
of tfie criticisms against recent agrarian 
reform policies of the Left Front government 
in Bengal. The criticism is that ‘barga recor¬ 
ding’ while breaking down the system of 
landowners making production advances to 
the tenants has not been followed by opening 
of new sources of production advances to 
them.^ 

Participation in Credit Market: We first 
examine the extent of participation in the 
credit market by the two categories of 
tenants. For this purpose, we club various 
sources of credit into two-institutional and 
non-instituttonal. In the former group arc 
included credit taken from commercial 
banks, co-operatives and government agen¬ 
cies while in the latter group we include 
credit obtained from gramin mahajan, 
friends and relatives, neighbour and 
landlord.^' 

Thble IS throws up interesting insights. It 
is evident that the percentage of households 
depending on institutional sources is much 


higher in the case of recorded tenants com¬ 
pared with their unrecorded brethren. The 
table shows that while about 44 per cent of 
recorded tenants depend exclusively on insti¬ 
tutional sources of credit, the corresponding 
figure is only 22 per cent for the unrecorded 
tenants. Since a higher percentage of the 
recorded tenants depend on institutional 
credit to meet their borrowing requirements, 
the percentage of them depending on non- 
institutional sources has been naturally lower 
in our study area. Another point to note in 
this context is that the percentage of non- 
borrowing hou.seholds has been slightly 
lower in the case of recorded tenants. In a 
broad sense, it reflects a greater urge on the 
part of tenant.s to borrow more freely after 
thetr names are duly registered. 

Amount Borrowed from Different 
Sources: As regards availability of credit per 
borrowing household, Ikbic 16 shows that 
a greater proportion of total credit require¬ 
ment of the recorded tenant is met through 
the institutional agencies. Thus, while nearly 
73 pel cent of the total credi I borrowed by 
a recorded tenant has come from institu¬ 


tional sources, corresponding figuit for the 
unrecorded tenant is 63 per cent. However, 
if we consider the actual amount borrowed 
by each borrowing household, it is observed 
that loan amount per borrowing household 
is higher for the unrecorded tenant both for 
institutional and non-institutional loans. It 
is also observed that although the quantum 
of institutional loan received by an unrecord¬ 
ed borrowing household is higher by a paltry 
margin of 8.0 per cent only from that for 
a recorded borrowing household; this margin 
goes up to as high as 68.0 per cent when we 
consider borrowings from non-institutional 
sources. Undoubtedly, it is clear that the 
unrecorded tenants are obliged to fall back 
upon non-institutional sources to a much 
bigger extent compared with their recorded 
counterparts. 

Use of Credit: It may perhaps be useful 
to look into the quantum of in.stitutional 
and non-instilutional borrowing.s, separately 
by recorded and unrecorded tenants, for dif¬ 
ferent purposes. To begin with, our data 
(Table 16) clearly reveal that in respect of in¬ 
stitutional credit obtained expressly for pro- 
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duction purposes (credii obuined for aman 
and boro paddy cultivation and purchase of 
draught cattle put together), the recorded 
tenants are better placed. The amount 
received by them exceeds by 8.0 per cent over 
that received by the unrecorded tenants, in 
particular, their borrowing from institutional 
sources for aman paddy cultivation is of a 
substantially higher magnitude. This is also 
true in the case of borrowing for investment 
in draught cattle. They are, however, getting 
a much lower amount of institutional credit 
for boro cultivation. This may partly be 
explained in terms of cropping pattern dif¬ 
ferences observed between the two groups 
of tenants. As we have reported elsewhere,'*^ 
while the recorded tenants are involved 
relatively more in aman cultivation, the 
reverse is true for boro cultivation. Hence, 
their mutual differences in terms of loan re¬ 
quirements fur aman cultivation against 
boro cultivation Yet another striking Icaturc 
of Thble 16 is that the unrecorded tenants 
are getting a much higher quantum of in.sti- 
tutional credit for non-agricultural purposes. 
It is possible that tor some such households, 
the regime ot uncertain stay on land is 
powerful enough to drive them to sundry 
non-agricultural aaivities which receive due 
support from official agencies under the 
poverty eradication programmes. 

The above discussion and the relative posi¬ 
tion of the recorded tenants notwith¬ 
standing, It needs to be stiessed that a 
substantial proportion ot tenant households 
(both recorded and unrecorded) still depend 
upon the non-institutional agencies to meet 
their credit requirements I hus, there still re¬ 
mains a strong case lor breaking the nexus 
of non-institutioiial lenders both in icrins of 
covering a still larger section of recorded 
tenants as also supplying greatei quantum 
of credit to each borrowing hou.schold. 16 
say the least, the inadequate availability ol 
institutional credit should not lemain a bot¬ 
tleneck when a torniidable agrarian con¬ 
straint has been overcome through the pro¬ 
gramme of ‘Operation Barga! 

Terms and Conditions of Hurrowmji Non- 
institutional Loan. In order to obtain some 
idea on the terms and conditions of boriow- 
ing we shall first consider the collaieial ot- 
fered by the households to obtain loan from 
the non-institulional sources. I his is 
necessary because the type of collateral of¬ 
fered by the borrower determines the ‘metit’ 
of the ca.se under which funds would be 
forthcoming. ln.sofar as all households in a 
region do not possess similar economic 
status, there will be differences in the type 
of collateral offered by (hem to obtain credit 
from the non-instilutional agencies The 
houschoid.s offering marketable collateral 
(such as land, gold, etc) should not face 
much difficulty in getting loans while those 
lacking in this regard would obtain loans by 
offering anticipated labour service contracts, 
the sale of prospective crops, etc. The infor¬ 
mation on the collateral offered by the two 
categories of tenants to obtain loans from 
non-institutionai agencies is summarised in 
Thble 17. Three important points emerge in 


this context. Firstly, for both categories of 
tenants put together, the loans from non- 
institutional sources are obtained by more 
than 82.0 per cent of them by offering some 
collateral. Secondly, in most of the cases, the 
households offered gold as the collatral to 
obtain loans. There are also some instances 
of households offering labour services and 
standing crops as collateral. Thirdly, between 
(he two categories of tenants, the tendency 
of offering labour services/product as col¬ 
lateral has been higher with the recorded 
tenants. In most of these cases, the tenants 
obtained loan from the neighbours on the 
condition that they would repay it by pro¬ 
viding labour services or by offering a part 
of their harvested crop. In a limited sense, 
this may perhaps be interpreted as the c.ise 
of tying of credit-product or credit laboiii 
markets. 

The terms and conditions of boriowipf; 
are also reflected by interest charged on 
loans. It is clear from Bible 18 that the tale 
of interest charged by the non-institulioiial 
agencies was six to seven limes highci than 
that charged by the institutional sources For 
institutional loans, the average interest latc 
paid by the recorded tenants was lowci than 
that paid by the unrecorded ones •*’ 
However, compared with the uniecoidcd 
tenants, average interest paid by them for 
non-institutional loans has been higher 
Among all informal sources of credit, the 
rate ol interest is the highest lor the loans 
drawn lioni gramin mahajan. 

X 

()|M‘ralion Dar^a: Production 
(.rain or Loss? 

In the context of analysing the changes 
in tenancy relations in West Bengal conse¬ 
quent upon organisation and mobilisation 
of tenunis, another important issue that 
deserves attention is what conlnbulion dtx*s 
the programinc such as OB make in terms 
of actual gam in production? This is an im 
portailt quest ion both lor judging the 
economic rationale of such a gigantic pro 
grunimc as also lo formulate loiig-tcini 
pohc 7 lor improving agricultural producti¬ 
vity and piiKluclion. Insofar as OB lent the 
requisite baigaining power to the recorded 
icnanls (by giving legal protection against 
eviction and rcnl-enhancemcni) to correct 
the exploitative nature of tenancy and also 


to reset its terms and conditions in their 
favour, one may expect a priori that they 
come up with better economic performance 
after their names are recorded. 

In what follows, we compare the economic 
performances of the two groups of tenants 
(unrecorded and recorded) on their respec¬ 
tive owned/share-cropped plots. The dif¬ 
ferences in the performance of tenants are 
examined m respect of four important 
variables; (i) material inputs per acre (Rs), 

(ii) bullock labour per acre (pairdays), 

(iii) human labour per acre (man-days), and 

(iv) output per acre (Rs). The main objec¬ 
tive here IS to see whether there exists any 
significant difference in performance (as 
represented by these tour variables) between 
owned/sharc-cropped plots of the two 
groups ol tenants ^ 1 he analysis is carried 
out for two most important crops—aman 
paddv and boro paddy. 

fable 19 shows test results. It is observed 
that as regards aman paddy, there is not 
much evidence of systematic ditlcrence in 
the utilisalion of inpuls as well as produc¬ 
tivity level between the owned plots of the 
two groups ol tenants. Even lor boio paddy, 
there is no systematic patlern, although the 
unrecorded tenants pul significantly higher 
doses of al least two important inputs 
(material inputs and human labour) per acre 
on their owned plots compared wth the 
recorded tenants. It, theieiorc, appears that, 
m general, there is not much significant dif 
lercncc m the pcilormaiicc of the two 
categories ol tenanis on their lespective own¬ 
ed plot’, foi the tiadiliuiial crop aman paddy 
as well as loi the newly eineigmg crop boio 
paddy. 

As regards iicrfoimanLC of the two gioiips 
ol tenants on iheii share v.roppcd plots, 
fable 19 shows that llie recorded tenanis 
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report higher utilisation of all inputs and 
gain higher productivity level on their share- 
cropped lands compared with the unrecord¬ 
ed tenants in the case of aman paddy. The 
differences are also statistically significant 
in most of the cases (except output per acre), 
for boro paddy, however, no systematic pat¬ 
tern emerges. While the unrecorded tenants 
use significantly higher doses of material in¬ 
puts on their share-cropped land, the record¬ 
ed tenants do so in respect ol bullock labour. 
As regards utilisation of human labour and 
productivity level, no significant difference 
IS discernible between the share-cropped 
plots of the two categories of tenants. 

Our discussion shows that while for the 
traditional crop aman paddy, the two 
categories ot tenants do not differ much in 
terms ot utilisation of inputs and produc¬ 
tivity level on their respective owned plots, 
there is indeed some difference in their per- 
loiinaiice in respect of the share-cropped 
plots Actuallv, for aman paddy, the perlor- 
muiice ol the recorded tenants is found 
better on Iheir shaie-cropped plots com¬ 
pared with the perl'orniaiice on the share- 
cropped plots by the unrecoidcd tenants. On 
the ottici hand, lot boro paddy, there does 
not seem to esisl any systematic diflcrcnce 
in perlorniaiicc eilhei between owned plots 
or share-ciopped plots ol the two categories 
ol lenatiis lo the extent that the recorded 
tenants sectn to perform better on itieir 
slwre-cropped plots compared with the per¬ 
formance o! the uniccordcd tenants on 
sinulariilots lot the most important cropot 
oui studs area (am,ui paddy), and also that 
'hen pt‘i fotmance lias not been tiKi diflerent 
tt itb respect to the other ciop (boro paddy), 
our data Jo not lend any support to the view 
that )auni.hiiig ol the t)l) programme has 
esiilied 111 loss of production in West 
Bengal 

Diitnhution of lolul Returns. It is also 
iicccssaiy to examine the pallern of distribu¬ 
tion of total lelutns from tented lands bcl- 
wc-cn the lessors and rhe lessees What is im 
portuni to both the patties is how the 
ultimate gaiiis/losscs Irom < ultivalion get 
distiibuied between them Keeping this in 
mind wc examine the pattern of distribution 
of total returns fiom the share<ropped plots 
between the two groups ol tenants and their 
landowners This would aiso facilitate ex¬ 
amining the proposition put forward by 
some scholars that the bargdars (share¬ 
croppers) have suffered loss of income 
following the recording ol their names under 
the programme of OB.'*' 

‘Total returns’ from production ol a given 
crop (under crop- sharing) is obtained by 
deducting all paid-out costs as well as im¬ 
puted values of all inputs contributed by the 
tenant’s family (except human labour) from 
the total value of gross output. Tenant’s 
sliaie 111 ’total returns’ is the difference bet¬ 
ween ‘total returns’ and net rent paid (i e, 
total rent received by the landlord minus his 
share in cost of production). In fact, the 
tenant’s share in Total returns’ resembles a 
return to his family labour spent on crop 


production, maintenance of his own 
bullocks as well as his own capital. 

The pattern of distribution of ’total 
returns’ from aman paddy and boro paddy 
between the two categories of tenants and 
their landlords is shown in Table 20. It ap¬ 
pears the share of rent in ‘total returns’ is 
much higher m the case of the landlords of 
the unrecorded tenants in both our study 
regions for the iiadilional aman paddy crop 
The unrecorded tenants could actually re¬ 
tain, as their share, merely .12 per cent of the 
total returns from aman paddy while the 
corresponding ligiirc lor the recorded 
tenants turn out to be as high as 59 per cent. 
The same pallet n continues as regards 
distribution ol ‘total returns’ from the share- 
cropped lands under boro paddy. As shown 
in lable 20, the unrecorded tenants receive 
a strikingly lower proportion of ‘total 
returns’ liom their shaie-croppcd lands 
(nearly .15 per cent), compared with that 
received by the lecorded tenants (62 per 
cent) 

It, tti“relore, appeals that the recorded 
tenants aic able to extract a much larger 
share ol ‘total returns’ which surely con¬ 
tributes to augnieiiiation ol their incomes. 
Actually, the higher share of total returns 
aeciues to them through a better exercise ol 
their crop-sliaiitig rights following OB. On 
this count, one may effectively challenge the 


viewpoint that barga recording has led to 
loss of income of the bargadars. 

Jil 

Summary and Concluding 
Obaervalions 

Wc summarise below the major findings 
emanating from our study. Firstly, it is clear 
that the organi.sed tenants in spite of having 
an inlerior socio-economic status are able 
to exercise their crop-sharing rights more ef¬ 
fectively. This supports the hypothesis that 
crop-sharing pattern has tended to become 
lavoLirablc to the tenants (recorded) in the 
aliermalh ol their organised struggle in the 
Mate Secondly, the incidence of cost-sharing 
by ihc landloids has been ordinarily very low 
III our study area. Although the landlords 
ol the unrecorded tenants reveal greater in¬ 
clination towards sharing of some cost with 
them, yet the incidence of such cost-sharing 
cases has iioi been so great as to warrant the 
conclusion that recording ol names by the 
tenants leads to non-participation in cost by 
the laiidlcuds To reiterate, for all categories 
ol tcnani.s, cost sharing has been very low 
any way. It is al.so to be noted that when the 
landlords .sliaie in some input cost, they are 
insanably rewarded with larger share ol 
crop In other words, cost-sharing acts as an 
instrument with the landlord to eke out 
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larger crop share. Thirdly, all production 
decisions are taken by the tenants themselves 
and there is no difference between the two 
groups of tenants in this regard. Fourthly, 
as regards non-recording by a section of 
tenants, the seasonal nature of tenancy con¬ 
tracts and a desire on the part of the tenants 
to maintain long-standing good relations 
with their landlords appear as important 
reasons. It is also possible that with a large 
swtion of tenants (unrecorded) remaining 
outside the ambit of Kisan Sabha could not 
be mobilised to record their names We, 
however, encounter no imposing evidence to 
suggest that the semi-feudal vested interests 
in order to deprive the tenants of their 
tenancy rights arc obstructing them to record 
their names. What appears more likclv is 
that most such tenants voluntarily opt out 
from recoiding their names. Fifthly, the 
tenant-landlord relation worsens lollowing 
recording of names by the tenants. Quite 
often, this results in flat refusal to accept 
stipulated share of crop by the landlords 

Another important aspect of changing 
tenurial relations in West Bengal in recent 
years is that the transactions between the 
lessors and the lessees are being increasingly 
restricted to land-lease market only. This 
ha.s pushed the phenomenon of market- 
interlockings (particularly between land- 
lease and credit) to a position of insigni¬ 
ficance. We thus observe neither any 
evidence of tenants being exploited by the 
landlords through a tie-up between tenancy 
and credit nor is there any indication of 
credit being supplid to improve the allocative 
efficiency of the tenants. All the.se develop¬ 
ments suggest that most ol the rccently- 
desiloped theoretical models on tenanc 7 - 
credit interlinking are rendered inapplicable 
in our study area, lb pul the record straight, 
there is, howevci, some evidence of inter¬ 
linking between land-lease and labour con¬ 
tracts particularly in agriculturally pro¬ 
gressive areas and that loo largely for a 
.section of the unrecorded tenants. This inter¬ 
linking operates mainly through the boro 
season whereby the tenants lca.se in land for 
boro paddy cultivation and offer labour ser¬ 
vices for cultivation by the landlords on the 
self-operated portions of their own land. 
Nevertheless, what is more important is that 
(he tenants do receive wages at the going 
market rate for such labour services and 
tenancy-labour interlinking does not lead to 
any extra-economic coercion nor do the 
tenants lose then treedom to offer 
themselves in tree wage labour market. In 
sum, the prevailing system does not appear 
to correspond to the feudal or semi-fcudal 
relations so glibly enshrined in a large 
number ol models on sharccrop tenancy. 

The discussion on the nature of involve¬ 
ment of the tenant households in the credit 
market reveals that, compared with the 
unrecorded tenants, a relatively larger 
percentage ol the recorded tenants are 
brought under the network of institutional 
credit agencies and a greater proportion of 
their credit requirement is met by such credit 


agencies. This advantage of the recorded 
tenants notwithsunding, the supply of in¬ 
stitutional finance has not been adequate so 
that a substantial section of them are com¬ 
pelled to fail back upon the non-inslitutional 
credit agencies. Insofar as the market for 
non-institutional credit functions imperfect¬ 
ly, there is indeed a need for greater policy 
intervention for breaking the nexus of non- 
institutional credit agencies both in terms of 
covering a still larger section of recorded 
tenants as also supplying greater quantum 
of credit to each borrowing household. 
Nevertheless, the prevailing situation does 
not provide forthright support to the view 
held in some circles that the recorded tenants 
have not been provided with alternative 
credit support which has become essential 
with the stoppage or non-availability of 
credit from the landlord. The point we cm 
phasise is that, to a great extent, even the 
unrecorded tenants do not depend on then 
landlords for credit support and non- 
institutional credit market is very clearly 
dominated by non-landlord loan-givers. 

On the question of the likely impact of 
the OB programme on agricultural produc¬ 
tion, we observed that while the two groups 
of tenants do not differ much in terms of 
input utilisation and productivity level on 
their owned plots, the recorded tenants do 
seem to display a somewhat better perfor¬ 
mance on their sharecropped plots in com¬ 
parison to that of their unrecorded brethren 
on similar plots, most surely in the ca.se of 
traditional aman paddy. For the other im¬ 
portant crop boro paddy, the perlormance 
of the two categories ol tenants on their 
respective sharecropped lands do not show 
any significant difference. To the extent that 
the recorded tenants lend to perform belter 
(lot some crops) or at least competitively 
with the unrecorded tenants as regards 
cultivation ot sharecropped lands, we main¬ 
tain that OB piogramme has not resulted in 
any immediate loss of production, if it has 
not brought in dramatic gams in production. 

As regards the pattern of distribution of 
‘total returns’ from cultivation between the 
tenants and the landlords, our data clearly 
show that the recorded tenants extract much 
latgcr share o( ‘total returns’ compared to 
the unrecorded tenants. This they do through 
a beltei exercise of their crop-sharing rights. 
Thus, through a better performing of its 
disiiibutive function, the OB programme 
leads to augmentation of income of a large 
sccticm of recorded tenants. 

IMPI ICATION FOR AGRARIAN 
DEVtLOPMENl 

In the light of our discussion, at least one 
important issue deserves further clarifica¬ 
tion. what is the implication of (he prevail¬ 
ing tenancy system for agrarian develop¬ 
ment? In (his context, the logical coAclusion 
lollowing from our study is that with a va.st 
majority of the tenants having successlully 
organised themselves to exert their tenancy 
rights and with tenancy assuming a more 


formal character replacing its traditional 
dependence-dominance format, the tenancy 
system as such should not be allowed to 
come in the way of agricultural development. 
Under the prevailing circumstances, if the 
tenants do not perform enough or even 
discriminate against their tenanted land vis- 
a-vis owned land in the matter of resource 
allocation, snch is no more due to multi¬ 
faceted exploitation of the feudal landlords 
(usury, extracting ‘begar’ and so on) but 
because of the lack of ownership right of 
the tenants on such lands.This may be 
termed as the 'pure disincentive effect’ of 
tenant cultivation. 

It is also to be remembered that with near¬ 
ly one-eighth or slightly more of operated 
area in the state being under tenant cultiva¬ 
tion (as per 1981-82 NSS estimates), it would 
be an exaggeration to put the whole blame 
for the lack of agricultural progress on the 
tenancy system alone. It needs to be 
underlined that the policies of agrarian 
reform as being pursued in West Bengal, e g, 
ensuring tenancy rights of the tenants, 
distributing vested agricultural land to the 
landless/landpoor, breaking land concentra¬ 
tion through application of ceiling laws are 
all directed towards creating a small peasant- 
oriented agrarian economy. To what extent 
such an economy would move towards 
higher growth paths would then depend 
largely upon the pace with which the vast 
majority of petty/small peasant farming 
units are turned into more productive and 
surplus-generating ones. The policies and 
programmes which could achieve this feat 
IS subject to debate and di.scussion and hence 
we would like to leave the issue open. Never¬ 
theless, a few points bear stressing. 

Firstly, a stage has perhaps come when, 
apart from pursuing the policies of institu¬ 
tional reform which help perpetuation of 
small farming sector, it would now require 
far greater degree of government interven¬ 
tion to make available a suitably devised 
package of technology along with adequate 
facility of institutional finance .so as to raise 
the performance ot the sm^ farming regime 
typical of West Bengal (and a number of 
other states in India). This is not to say that 
the course of institutional reform is complete 
in a state like West Bengal. With a section 
of the tenants being yet to be mobilised to 
record their names, with the distribution of 
landholdings still being far from equal and 
with the percentage of the landless house¬ 
holds showing an increasing trend, not only 
does the case for pursuing the ongoing 
.scheme for institutional reforms remain im¬ 
portant but there is also the need for fresh 
review of the provision and implementation 
of the existing reform legislations, par¬ 
ticularly the ones relating to the ceiling on 
land. However, we wish to emphasise that 
these should now follow concomitantly with 
more active government intervention for 
technological diffusion. The two most im¬ 
portant areas where the government could 
assign priorities are expansion of irrigation 
network and supply of institutional finance. 
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With nearly <h tee-fourths of the households 
operating less than 2.5 acres of land in West 
Bengal, the majority of whom are pre¬ 
sumably unable to make adequate irrigation 
airangements of their own, the lack of ir¬ 
rigation alone could, sooner or later, whittle 
down further the growth of its petty/small 
peasant-dominated agriculture. There is also 
a lot to be achieved in the sphere of expan¬ 
sion of institutional finance. Our own 
analysis clearly pin-points the inadequacy ot 
institutional finance even for the group of 
recorded sharecroppers who were to receive 
priority in this regard in recent years. We 
cannot lose sight of the fact that even now 
a fairly big percentage of tenants, recorded 
as well as unrecorded, do fall back upon 
non-institutional lenders and, consequently 
suffer usurios extortions. Perhaps a steady 
expansion of the irrigation base coupled 
with the provision of institutional finance 
could bring about dramatic transforniuiiun 
of small peasant-dominated agrarian 
Bengal. Secondly, it is possibly high lime 
that the organisational spirit of the bulk ot 
petty producers (including the sharecrop¬ 
pers) be channelised to achieve some degree 
of co-operativi.sation so as to reap the 
economics of scale for them. It is in this con¬ 
text that the leadership in panchayats could 
play an important role by encouraging the 
petty/small producers towards forming co¬ 
operatives for jointly undertaking overhead 
operations and investment if not immediate¬ 
ly going in tor joint cultivation let 
Schillerism be revived ■*' 

MiSSAt.L I-OR TfcNANt Y RfclOKMS IN 
OIHLK Rrc.lONS 

let US convey, in a lew words, the message 
that ^hc West Bengal expci icnee has for 
tenancy reforms in many other states ol 
India This has a purpose especially because 
a lot of discussion is going on al the govcrii- 
iiienl level to this efiect. It is well known that 
in many states of India tenancy reforms have 
not made much headway owing to the long- 
diawn nature ot legislative process as also 
the pool implemeiualion ol the provision of 
existing legislations. With the tenancy con¬ 
tracts being, by and large, oial and with the 
lack ot effective organisation, the class of 
poor tenants have not been successful in 
withstanding the pressures Irom their landed 
patrons. In West Bengal, with successlul 
mobilisatUsii and organisation ot the tenants 
at the grassroot.s.level and with a genuine 
political will on the part of the party in 
power to strike al rural'vesied interests, a vast 
majority ol tenants couid be provided witli 
legal sanction of their tenancy right through 
recording of their names. These recorded 
tenants are now more successful in West 
Bengal to exercise their tenancy rights hel¬ 
ler and to mollify the age-old exploitative 
character csf tenancy relationships mainly on 
the basis ol their organisational strength. 
What the West Bengal experience suggests 
IS the case for launching a vigorous mobilisa¬ 
tion and organisation of the mass of poor 
tenants in collaboration with other weaker 


sections at the grassroots level. It is a fact 
that mobilisation and organisation of the 
poorer sections (including the tenants) in 
West Bengal have come through a historical 
chain of events (e g. several peasant upris¬ 
ings during the colonial period, the lebhaga 
movement at the dawn of independence and 
the naxalite movement since mid-sixties), but 
then their organisational base has been 
strengthened only in recent years with the 
revival of Panchayaii Raj system. In the 
event of organisational weaknesses of the 
rural poor in many regions of India, revival 
of Panchayali Raj syslcm may be contem¬ 
plated as a fust step towards launching the 
process ol political mobilisation at the 
grassroots level The need of the hour is to 
raise the degree of political consciousness of 
the weaker sections through their direct in¬ 
volvement m local-level planning and ad¬ 
ministration. If the governments m powei 
al the centre and other states are sincere in 
wanting to improve the lot of the rural pool 
(including the petty tenant cultivators), the 
West Bengal experience has a clear message 
for them. 

{Concluded I 


Notes 

ffhe authors are grateful to V S Vyas, Nripen 
Bandyopadhyay and G S Bhalla for ihcir very 
useful comments on an earlier version of the 
writing. V Murlidhar provided all computer 
assistance and Reena Goswami typed the 
manuscript with admirable promptitude.] 

23 Not only that the programme of Opeiation 
Barga was undertaken with utmost sincerity 
to record the names of the sharecroppers 
so a.s to entitle them to legal protection 
against rent enhancement and eviction but 
several other programmes such as credit 
support to the recorded sharecioppcrs have 
also been initialed by the government in 
recent years 

24 In an earlier study covering 81 villages 
spread over the whole state, Rudra also 
observed a similar pattern. See Rudra 
11975b: A59 | 

25 Wc have not attempted any separate discus¬ 
sion on sharing pallerns for Ihe main crop 
as well as the bv product. This is because 
in most ol the ca.scs in our study area, 
sharing look place befoie threshing and 
hence shaimg of by-product followed the 
sharing of mam crop. However, in cases 
where the tenant performed threshing, the 
entile by product accrued to him. 

26 Such a situation need not be interpreted as 
the tenants' lailurc to exercise their crop- 
sharing righls as stipulated in the act even 


after recoramg. On the contrary, it hat been 
divulged by many such tenants that they 
themselves voluntarily offered equal share 
of crop so as to maintain good relations 
with their landlords. 

27 This is the position held for example by 
Chattopadhyay and Ghosh (198.3; A76]. 

28 See Adams and Rask (1968; 941]. 

29 See for example Rudra |I97Sh], Bardhan 
and Rudra ]I980]. 

30 This IS the view most strongly expressed by 
Rudra jl98l: A65]. 

31 It may be noted that as per the prevailing 
tenancy acts in the state, the landowners are 
entitled to 25 per cent of gross produce on 
their icased-oul land in the event of non- 
participaiion in cost However, they are 
entitled to get SO per cent of gross produce 
if they supplied ail inputs other than labour 
(1 c, plough, cattle, manure, .seeds and other 
inputs neces.sary for cultivation). 

32 This can also be confirmed by the results 
of Chi-5>quare test conducted to measure the 
association between crop-share and cost- 
share. The test results show that association 
between crop and cost shares has been 
.significant for both aman paddy and boro 
paddy as well as foi both categories of 
tenants (Table A). 

33 It has been the view of Khasnabis and 
Chakraborty 11982; A27] Dial the hold of 
semi-feudal authority in iiiral areas is not 
allowing a large section of tenants to record 
then names through operation barga. Wc 
arc afraid, our own field data do not permit 
us to subscribe to Dus view 

34 See in this context Dasgupla |I987) 

35 SeeBhadun |I973. 1986], Bharadwaj 1974], 
Prasad 11974] 

36 Sec in particular Braverman and .Slight/ 

11982] : Mura 119831, Braverman and 
Srinivasati 11984|; Sliglil/ ll‘>86| 

37 For detailed discussion, sec' Dasgupla 
ll984a|. Cooper [1988; Cli 1111, Bhaumik 
11989; C'h lll|. 

38 This renders most of the recently developed 
theoretical models on tenancy-credit inter¬ 
linking inapplicable in Ihe cniitexi of our 
study areas. 

39 ll may be noted that our observation on the 
pattern of interlinking of land-lease and 
credit markets is con.si.sleni with what is 
observed by Khasnabis and Chakraborty 
[1982; A30] but it contradicts other 
observers on the subject such as Rudra 
|l97Sa; 1049], Bardhan and Rudra [1980; 
291 ]; and Chattopadhyay and Ghosh |1983; 
A77]. Most of these latter studies .were 
actually conducted in the middle or end of 
seventies. It is possible that rigorous ap¬ 
plication of tenancy reform measure coupl¬ 
ed with the spread of credit facililie.s in 
recent years have contnbulcd to a noticeable 


1 Mill A Ml \si:ris<)| Assrx iaiion hi iwiIn Crop Shari anp Cosi-Shari 


Crop 

Tenant 

Value of Contingency 

Degree ot 

C alegory 

Chi-squarc 

Freedom 

Aiimn padclv 

Unrecorded 

55.25* 

1 

Recorded 

22.28* 

1 

Boro paddy 

Unrecorded 

80.06* 

1 

Recorded 

51.60* 

1 


Note, ' mean-- significant al I per cent level. 
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decline in the proportion of unrecorded 
tenants' dependence on land-owners for 
credit 

40 This IS the view held by Rudra [1981, A65| 
without, however, providing any convincing 
empirical support in lavour ut his 
contention. 

41 It may be noted that among ihc souices in¬ 
cluded in the group of informal crcdii, the 
most important in our survey area is credit 
obtained from gramin mahajan 

42 Sec Bhaumik [1989. C'h VIM] 

43 This IS because a higher proporlion ol the 
recorded tenants, being lower castcs/iribcs, 
obtains insliliilional loans which arc 
subsidised 

44 The significance of ihc difference in per¬ 
formance of the two groups ol icnanls is 
te.sted by using fisher's i-iest 

45 This IS the view pul lorwaid most 
vociferously by Kudia but without pro¬ 
viding any empirical evidence See Rudra 
[1981; A65| 

46 We observed both categories of tenants ap¬ 
plying greater quantum of inpiils per acre 
and gain bcllcr productivity level on then 
owned land compared with sharccropped 
portions of land (see Bhaumik 1989, 
Ch VIII]. This means that Ihc leii.aiils con¬ 
tinue to place their owned plots high m 
order of preference vi.t-a-vn sharccropped 
plots in the matter of allocation ol resources 
even aftei lecordiiig This is possible, 
because giving some legal pioteclioii to a 
tenant on his lea.scd in land (as is done 
through OB) is really not equivalent to con¬ 
ferring upon him the right ol ownership on 
the same land (which would have come 
through impleniciuatioii of the policy ol 
‘land to the tillei'). In a dillerenl language, 
recording of names ol the lenjiits may not 
necessarily remove the total mclticicncy ol 
resource allocation (this is particularly true 
lor the class ol owncr-cum-tenants) which 
flows from Ihc very nalure of ciopsharing 
arrangement, i e, where cveiy gam in pro¬ 
duction owing to addiiional effort by ihe 
tenant automatically gets chipped off in the 
proporlion coniiacled upon with the land¬ 
lord This I hen brings in the issue ol 
whether tenancy should be banned 
altogether thioiigh .suitable legislative 
measures and vshelhci abolition of tenancy 
IS al all an iniinediaielv realisable allei- 
naiive We prelei not to venture any 
definitive suggestion in this regard until lull 
implications ol the gia.ssrools realities, iii 
eluding the extent of tenancy operating all 
along the larm si/e coiiliiiiiuni as also the 
performance ol teiiuni households ol vai led 
si^cs aie ihiown bate 

47 Schillei, Olio 11957] 
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Frogs, Activists and the Question 
of Ethics 

Ashish Kotluui 


VIMAL BALASUBRAHMANYAN's tirade 
(EPW, December 14, 1991) against aiiimal 
rights activists, Narmada activists, militant 
environmentalists, the ministry of environ¬ 
ment, and all other brands of‘irrational’and 
‘fanatkf ecologists is amazingly naive and 
mbinformed. The writer has obviously 
based her views on some news reports, 
and not bothered to actually understand 
those she raves and rants about. 

The article has given two main examines 
to make the point: the Gujarat ban on frog 
dissection, and the Narmada debate. In the 
First, the writer displays a rather com¬ 
monplace lack of understanding (or is it 
deliberate neglect) of ethical issues. In the 
second, this lack of understanding is com¬ 
pounded by sheer misinformation and 
confusion. 

lb get the second one cleared first. It b 
blatantly untrue to say that the Narmada ac¬ 
tivists have projected the environmental 
bsucs of the project as more important than 
the social (displacement) problems. Vimal 
Balasubrahmanysui has oMously not read 
the literature produced by the Narmada 
Bachao Andolan and its constituent groups. 
Thb literature has repeatedly highlighted the 
tragic implications of displacement. The 
very First critical report on the Narmada, 
which 1 was involved in wnting and wliich 
was pubbshed in EPW back in 1984, gave 
as much space and weightage to displace¬ 
ment as It did to environmental, economic, 
and other aspects of the project. Does Vimal 
Balasubraluiiaiiyan not even read the journal 
she writes in’ Ami does she not know that 
the most important plank on which the 
Andolan's mass base i.s built, is that of 
displacement? 

All Vimal Ralasubrahmanyan has as 
evidence of (he 'duplicity' of Narmada ac¬ 
tivists are two contentions one, that the na¬ 
tional pres.s has hardly given displacement 
as much coverage as environment, and 
second, that perhaps the environmental in¬ 
terests of 'friends in the we.st’ have distorted 
our own activist’s outlook. Both these con¬ 
tentions are nonsensical—in fact, they sound 
so much like the allegations made against 
the Andolan by the government of Gujarat! 
Coverage of the Narmada issue in the na¬ 
tional media is not under the control of the 
Andolan (much as we may wish it was!)—a 
truer yardstick of the Andolan’s approach 
to Narmada is it.v own literature. But Vimal 
Balicsubrahinanyan does not seem to have 
read it, so 1 will not dwell on this. The 
second contention is not only mistaken, it 
IS unfair. The Narmada Bachao Andolan 
started on its own volition, with absolutely 
no foreign incitement or involvement—the 
fact that a number of foreign groups sub¬ 
sequently started supporting the movement 


was as much a result of the projeetkm of the 
Narmada project as a human tragedy at an 
environmental one Three of the moat in¬ 
fluential supporter groups outside India— 
Environment Defence Fund, Survival Inter¬ 
national, and Friends of the Earth Japan- 
have emphasised dbplacement bsues ter 
more than environmental ones, in thdr cam¬ 
paign against World Bank involveinent in 
the Narmada. 

In any case it b grossly misleadiiig to sqr 
that the environmental argument in 
Narmada b not strong. 1 do not know if 
Vimal Balasubrahmai^an b referring to the 
entire Nirmnda >Uley Dewdopment Project 
(30 big dams!) or just the Sardar Sarovar 
dam (one of these 30). If it b the former, 
the threatened submetfenoe of ower 3 J lakh 
hectares of forest in the valley b no minor 
environmental tragedy. If it is the latter, the 
high probability of waterlogging and 
salinisation over extensive parts of the com¬ 
mand area, the threat of salt water inaress 
at Bharuch due to reduced water flow 
downstream of the dam, the problem of cat¬ 
chment treatment, and other such issues are 
serious in themselves. Anyone who says that 
environment is a non-issue in the Narmada 
debate is speaking from a lack of under¬ 
standing. I do not know which 'activist 
groups’ Vimal Balasubrahmanyan is quoting 
as having said this, but in taking their word 
to be the gospel truth and then alleging 
'duplicity’ on part of the Andolan, she b 
playing right into the hands of those who 
would love to see this genuine mass move¬ 
ment discredited. 

Now for the frogs. Interestingly, most of 
those who are involved in the Narmada 
movement would have little in common with 
animal rights activists, so Vimal Bala- 
subrahmanyan’s equation of the two is quite 
a feat of shallow verbal gymnastics. Yet, 
maybe, there is something in common—both 
groups of activists are Fighting for what they 
believe is justice. For both, the key issue b 
ethical and that seems to be a word mis¬ 
sing from Vimal Balasubrahmanvan’s 
dictionary. 

One of the most naive sentences in the ar¬ 
ticle t.s that "people will only accept the ban 
on frog dissection as valid if it is proved to 
be scientiFically sound”. Since when have 
human decisions and judgments been based 
solely on scienuFic thinking? I presume 
Vimal Balasubrahmanyan believes in equali¬ 
ty between humans— is that a sdentifk pro¬ 
position? Are democracy and human righu 
scienliFii. terms’ Surely there is a level of 
discourse, of judgment, of dedsion-making, 
which goes way beyimd the scientiFic into the 
realm cf ethics? 

And ’hai is csveniially what the frog 
dissection issue is—a question of ethics. 


DISCUSSION 

There are those of us who would liie to 
extend the ethicai principle of righi to Hft 
to all living beings, not just to humus. It 
may be recalled that the fight for equality 
of women everywhere has bad to be waged 
against those who felt that women, like 
animals, were mtiwxHIy meant to be sub¬ 
jugated by men. The same goes for Macks 
in America, harUans and tribab ia India, 
ud muy other communitict and ndal 
groups whose oppression was justified as a 
being *01 the natural course of thiagi’. 


Freedom of women. Macks, and harijans 
from subjugation has not bm atbmpled 
because it b ‘unnecessary’ or ‘uaadentiflcf 
to subjugate them. It b because it b 
unrfAfeaf. The same; I feel, holds true of the 
exploitation of non-humu animais by 
humans. The frog must be saved boo 
dissection ndl merely because dbsection b 
unnecessary, but because it b ethicaliy 
wrong. If the govcnmientM’Otijarat was ap¬ 
plying the principle of Uiimsa’ in imporing 
a bu on fhtg dissection, then it wis ddng 
the right thing G wish it would apply the 
same prlndpk againat the violeue h b caus¬ 
ing in the name of the Sardar Sarovar Pn>- 
jectl). Ahimsa, intMscase;bcaMntial]ytbe 
same as respect for lift 

As for the person who Vimai Balasubrah- 
manyu quotes as being indigiiut about the 
“lat^flce of sdence in the naime of love of 
animab”, I have thb to aay. No scientist 
would dispute that the best species to experi¬ 
ment on for human purpoacs b homo 
sapiens itself. Would thb person offer 
himself or hetsdf, or one of his/her 
rdatives, for some gruesome experiments to 
test the taxk effecu of chemical pesticides? 

Thb would, after all, be in the Inferesti o( 
science, and no love for oneself or one's 
relatives should sacrifice these interests? So 
if science b the ultimate god, why use 
animab which are imperfect—use humansl 

Most readers would grimace at the idea 
of using humans on the dissecting tabic And 
rightly so. The thought of the suffering in¬ 
volved is revolting—it is wrong, never mind 
the science That b why there was an uproar 
when the multinational Ciba-Geigy used 
Egyptian children as guinea pigs to test the 
toxicity of its new pesticide The point b: 
why should the use of aaual guinea pigs (or 
frogs) be any less objectionable? Do non- v 
human animab not suiter? Do they not have 
essentially the same physiological ’and 
neurological systems? If Ciba-Geigy had no 
right (an ethical issue) to use Egyptian 
chiidr^ what gives us tire right to use frogs 
for routine lab eiercise? 

The feeling of empathy towards fellow 
beings b supposed to be highly developed 
in humans. Why restrict it to only fellow 
humans? If _ Vimal Balasubrahmanyan 
would let looa'c the artificial tethers of her 
empathy, and extend it to non-human 
species, perhaps the position of animal 
rights and ahimsa groups would become 
understandable 

TWo last points. The argument of 
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“neceuity” being the ymtdstick of decuion- 
maiing (if it ii necessary to dissect frogs, 
do so, and stop it only when unnecessary) 
is dangerous. If, because of advances in 
biotechnology, naturally growing plants 
become ‘unnecessary’, there go the forests. 
If, because machinery and computers can 
do the job now, labourers become ‘un¬ 
necessary’, then, well, let them rot on the 
streets. Perhaps Vimal Balasubrahmanyan 
is familiar with the coiKcpt of ‘triage’, where 
the world’s elite are increasingly thinking of 
the poor as dispensable (unnecessary). Scien¬ 
tifically, they may be correct—ethitilly, they 
are not. Vimal Balasubrahmanyan’s dictum 
of necessity creates entire classes of dispen- 
sables, both human and non-human. This 
is uiuuxeptablc. 

Lastly, Vinutl Balasubrahmanyan cautions 
envirormientalists against “the pitfall of los¬ 


ing friends and failing to influence people^. 
Sticking to prind|te does often make one 
kMK ftiendt, and lU being mimndentood— 
but that cannot be a justification for com¬ 
promising on these prindpies. The caution 
should, in fact, be aga^ trying to gain 
popular support by lying through-onefs 
teeth. Many so-called environmentalists do 
in fact become enemies of the cause they 
claim to represent, distorting the truth, 
by being opportunistic and unprindiried, by 
succumbing to populism, by taking elitist 
and sectarian approaches. The stand of 
ahintsa towards all living beings is neither 
opportunistic nor popuHst, and anyone who 
takes it caimot be dassifled as the enemy 
within. I am in basic agreement with Vimal 
Balasubrahmanyan’s proposition that there 
are internal enemies; the disagreement is 
about who these enemies arc. 


union opposition. But why not confront 
trade unions for the reform of public sector 
rules rather than for the abolition of the 
public sector? In Bengali one says one does 
not cut off on^s head because one has got 
a headache. If the public sector as it is now 
does not function efficiently, the answer is 
not to do away with it, but to reformulate 
rules and regulations giuding its functioning. 

Kirit Parikh has missed my central point. 
I do not have any great admiration for 
Indian bureaucrats. But my appiedation of 
Indian capi^ists is not much better either. 
My subfnlsr'''n was that whether private or 
public, there are lamentable inefficiencies in 
Indian industrial methods of functioning 
and privatisation alone would not solve any 
problem. 

As to my arguments about inequality get¬ 
ting aggravated if there be no regulations. 
I admit that my argument was less than 
clear. Let me state my case again more 
clearly. 


Privatisation and Deregulation 

AaktA Rudra 


KlRlT PARIKH repeats several times that 
I have set up a straw man and beaten it to 
death. Whom is he beatiag to death and how 
when he writes; “by implication, one would 
assume that he wants the potidcs of the past 
40 yean to continue”. For Parikb’s informa¬ 
tion and that of the half a dozen or more 
of his colleagues whom he has consulted, his 
presumption is totally wrong. I definitely do 
not want the policies of the past 40 years to 
continue; and nothing in my writing allows 
any one u> presume that I do sa It is cer¬ 
tainly a very bad maimer of argument to 
ascribe to me presumed views and then 
castigate me for them. It is also bad logic 
The fact that I did not offer an alternative 
blueprint of changes that should be made 
in our industrial policies does not imply that 
I am supporting the policies of the last 40 
years. If there were only two alternatives, 
namely, the policies that were pursued dur¬ 
ing the last 40 years and the policies of 
privatisation and deneguladon that are being 
advocated presently, then my raising ques¬ 
tions about the new policies could imply that 
by refusing to accept one eieraent of the seta 
of possibilities I wu opting for the only 
other element in that set. However, the set 
of possibilities of economic policies do not 
consist of only these two efements. As a 
matter of fact, 1 do not think that there can 
be a ready-made set in esiistence with a finite 
number of elements standing for blueprints 
of development strategies. The task is one 
of creative npioration. experimentation and 
innovation. 

While Parikh is wrong in his logic be is 
quite right in the question of class-bias. I 
entirely agree with him when he says that 
defence of “these prides that have led to 
colossal ineftidendes and have benefited 
mainly the bourgeois classes, bureaucrats, 
industrialists, the politiciuis, the organised 
labour and academics like Rudra and 
myseir* shows class-bias. Only that, he takes 
the unwarranted liberty of ascribing to me 
such a defence 

Kirit Puikh again imputes to me the view 
tliat.’‘if a comparison of all PR£s including 


would ^ipear no worse than PREs”. The im¬ 
putation is unwarranted. 1 have an open 
ndnd on the matter, insoftir as effldency 
considerations are concerned. My position 
is that unti] and unless such a comparison 
is made one should not proclaim the 
superiority of PREs over PSEs. The posi¬ 
tion is that of rigorous sdence, of not ac¬ 
cepting propositions before subjecting them 
to tests. Huikh says that “this is an 
untenable hypothesis”. He does not explain 
why that is sol However, if for the sake of 
argument, it is conceded that such a test in¬ 
deed caiuot be carried out, that is all the 
more reason to deplore anyone proclaiming 
the superiority of PREs. 

This, inddentally, is the relevance which 
Kirit Fhrikh failed to find in the test pro¬ 
posed by me: preference for the private 
sector cannot be justified on grounds of 
efficiency. The choice reflects class-bias. 

As to ‘Sarkari Karmacharis’, my ex¬ 
perience is not at all different from that of 
Kirit Parikh, only more quantitatively im¬ 
portant, having'lived and worked in India 
longer than he' has. But I have to make two 
points. First, it is not intrinsic to public 
ownership t^t there should be no rules 
demanding profitability of operations, no 
rules linking wages to productivity, no rules 
of rewards and penalties depending on per¬ 
formance Second, it is not empirically true 
that private enterprises invariably follow 
these rules. Private enterprises in India are 
often family enterprises in which top A- 
ecutive posts are not held by persons 
recruited on grounds of ment but of 
patronage distribution. Parikh has known 
public sector employees who do not do any 
work, so have I. But has he not known any 
private sector executives 'who draw fat 
salanes and do nothing, being cousins or 
nephews of the boss? 

if one IS not biased in favour of capitalist 
values and mores, one would try to redefine 
rules for the public sector so that instead of 


(a) If no controls are exercised, capitalists 
would necessarily use techniques that are 
labour displacing, without necessarily 
being production augmenting, e g, 
harvesters, rice-transplanters, etc. 

(b) If industrialists should choose locations 
on considerations purely of private pro¬ 
fit, they would necessarily choose loca¬ 
tions which are already developed and 
thus increase regional dispanty. 

(c) Incidentally, many onvatc sector en¬ 
trepreneurs do not even know how to 
make choices so as to maximise profit. 
A visiting industry expert who came to 
the Indian Statistical institute on a LlN 
mission told me after visiting a large 
number of private firms: “These Indian 
industrialists do not even know how to 
maximise profit. They hardly ever go in 
for any private cost-benefit analysis. 
When purchasing machinery abroad they 
go in for the latest models available there; 
which inevitably turn out to be non¬ 
profit maximising under Indian condi 
tions." 

I agree with Parikh that government can 
affect decisions on location and choice of 
techniques with the help of “positive incen¬ 
tives as opposed to negative restrictions, pro¬ 
visions of infrastructure facilities”, etc 
However, docs this kind of intervention not 
constitute regulation? Why does one use the 
term deregulation? One ought to say re- 
regulation. One tried out in the past one 
kind of regulations; they failed. One, 
therefore, requires to bring about changes 
in the regulations, not to abolish all 
regulations. 

My good friend Kirit Parikh will excuse 
me if I do not take him seriously on what 
he has to say about Gandhi and Marx. And 
as to using the word ‘rhetoric’ about 
whatever I have written, I request him to 
consult the dictionary to find out the distinc¬ 
tion between reasoning and rhetoric. My 
denunciation of capitalism is of course 
passionate and rhetorical. But all the re¬ 
maining arguments are well reasoned. It is 
not honest debating praaice to cheapen my 
reasoning by calling them rhetoric 


those that h^yp clo^ >4 ma4«jT%l^'^ 

i»in. I 


being a tax on society it generates surpluses 
for the expansion of the economy as the 
Nehru-Mahalanobis strategy visual!^ to be 
role It would be difficult, given trade 


Economic and Political Weekly May 16-23, 1992 



An 

Another 

NTPC plant. 

NTPC plant. 



I IT'S??**' * ^ " 



In harmony with man and nature. 
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laiboratories, monitoring the environment, are being set up 
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Wa^ ^es of Financial Deregulation 

crises of the savings and loan associations of the US and 
nt securities firms in Japan are making the authorities in these 
' ^ raunjr^es look for new ways of regulating the markets, the fresh bputs 
'V O-f financial deregulation being forced upon third world countries are 
j'\>rfc’tAring their investment climate fetid with risk and uncertainty. U33 

'»■’ '^Veursory asse.ssment of the slock market-curn-banking scam is enough 
to show that the problem is systemic, that making out that the issue is 
essentially one of corruption and of bringing certain individuals to 
book will not do away with the forces responsible tor the scam. The 
roots of what has happiened lie in the government’s economic and 
financial policies. 1112 
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decade and a half, an interactive process between individuals, their 
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government has reversed the stand 
of Its predecessors that for fair 
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supranational arrangements and 
agencies which abridge the 
country’s sovereignty. 1117 

End of Rupee Trade 

With the end ol rupee trade, 
there is need to reformulate ihr 
economic parameters for promoting 
trade and economic relations 
between India and Russia on 
a long-term basis. 1120 

Trade and Environment 

GATT’s Thide and Environment 
report is clearly aimed at upstaging 
environmentalists and their 
LiNCED initiative 1I2.T 
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It will be a mistake to think lhai 
‘the border' is jusi one of many 
issues between India and China. It 
is the issue and that is why the 
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World Bank lMT dictates There are 
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viable and also l.ikc care of workers 
and employment A new phase of 
struggle ol puhlii sector 
workers U25 
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LETTERS TO EDITOR 


Padma Nadir Majhi 

ASHOK RUDRA in his letter to the editor 
(April 4) gives an account of how the late 
Hiicn Chaudhury acquired the film rights 
of my husband’s novel Padma Nadir Majhi 
and how he had “held on” to the said right 
“for over 25 yeSrs". Unfortunately, Rudra’s 
account is far from the truth. 

It is not true that Hiten Chaudhury of¬ 
fered some money to Manik Bandyopadhyay 
during his last days by way of helping him 
in his ‘Tinancial distress’* and that the pro¬ 
ud Manik Bandyopadhyay, unwilling “to ac¬ 
cept such a gift of money”, “offered Hiten 
on his own the right to make a Film on his 
famous book". The fact is that Hiten 
Chaudhury had made a part payment of 
Rs 1,000 to my husband, against a total con¬ 
sideration of Rs S,0(K), for the specific pur¬ 
pose of purchasing perpetual film rights of 
Padma Nadir Majhi in all world languages, 
on the basis of the terms and conditions of a 
draft agreement prepared by Hiten 
Chaudhury and sent to my husband three 
months before his death in 1956. But no fur¬ 
ther payment was made on that account and 
the agreement did not materialise. In 1966 
Hiten Chaudhury approached us afresh for 
the film rights of Padma Nadir Majhi in the 
Hindi language, which of course he did not 
pursue, in l%8 he contacted us once again, 
now for the Bengali version, and finally in 
1970 an agreement for the film in the Bengali 
language only was concluded with me: Hiten 
Chaudhury had been holding this right since 
then. During the last two decades we were 
approached by several other directors and 
producers for the above film rights in both 
Bengali and Hindi, but unfortunately for us 
(he above agreement contained no clause 
regarding any (ime-limit on its'validity, and 
whenever we contacted Hiten Chaudhury 


urging him either to produce the film himself 
or to settle (he matter otherwise, he perhaps 
thought it better to keep silent. Consequent¬ 
ly, (he Bengali film-loving audience was 
deprived of the opportunity of seeing the 
film version of this major novel for long 
years, not to speak of the loss— financial and 
otherwise—suffered by the author's family. 

I would have been glad to remain silent 
on this issue, but Ashok Rudra’s letter has 
compelled me to state (he truth. 

Kamala Bandyopadhyay 

Calcutta. 

Ban on PWG 

WE express our opposition to the ban on 
the People’s War group declared by (he 
government of AP. Political movements have 
to be dealt with politically. It is meaningless 
and undemocratic to treat them as criminals 
and ban (hem. It makes no difference 
whether it is the People’s War group, the 
LTTE or any other political organisation. 
That a political organisation chooses the 
path of violence may be a problem for the 
rulers but it does not for that reason become 
a criminal gang. 

The government has proclaimed the ban 
under the Criminal Law Amendment Act 
(1908) which applies to the Andhra region, 
and the Public Security Act, Fash 1348 which 
applies to the lelangana region. One only 
ne^s to recall (he historical context in which 
those enactments were made to understand 
how shameful its use by a government of in¬ 
dependent India is. The British government, 
unable to face politically the challenge posed 
by popular Congress leaders like lala lajpat 
Rai and Tilak, and (he militancy of organisa¬ 
tions such as Anushilan Samiti and Jugan- 
thar of Bengal, enacted this amendmeni in 
1908 and used it against (hem And in 


Hyderabad, the Public Security Act, Fasli 
1348, i e, 1938 AD, was enacted to suppress 
the opposition led by the comiQuiiists, Arya 
Samajists and nationalist. That these enact¬ 
ments made by autocratic regimes to sup¬ 
press nationalist and anti-feudal struggles 
should be used against its political oppo¬ 
nents by a government of democratic, inde¬ 
pendent India is truly shameful. 

As it is, even without a ban on the Naxa- 
lites, the government has imposed a brutal 
regime in the Ibiangana districts and in parts 
of coastal Andhra and Rayalaseema. Every 
day the police are picking up youth from 
villages, shooting (hem dead, and declaring 
that they died in ‘encounter’. A total of 
218 persons have been killed in ‘encounters’ 
in the regime of Janardban Reddy; the first 
four months and twenty days of this year 
account for 112 viaims. The vast majority 
of the victims are not armed Naxalites but 
unarmed rural youth. Whenever the activists 
of the PM>ple's War group indulge in any act 
of violence, the police immediately pick up 
some sympathisers, supporters or kith and 
kin of the activists, and shoot them dead. 
In addition to these murders, the police arc 
pulling down houses and destroying proper¬ 
ty in Iblangana villages. During the last three 
months, in Warangal district alone, 140' 
houses have been destroyed by the police in 
24 villages. BSF and CRPF are regularly 
raiding villages, thrashing people and impli¬ 
cating them in TADA cases. More than 
12,(X)0 persons have been jailed under TADA 
in the state. 

We fear that this ban is intended to fur¬ 
ther worsen this suppression. The SPs of 
some districts have been declaring that ‘ac¬ 
tion will be taken against anyone who has 
any connection with Naxalites’. The ban will 
have the effect of legalising this illegal 
proclamation. 

We neither deny that the People's War 
group has been indulging in violence, nor 
do we support the violence. We have even 
explicitly condemned it when the violence 
has caused injury to innocent people But 
it is meaningless to ignore the fact that it is 
a political organisation which owes its origin 
to the problem of landlessness and poverty 
in villages. This attitude can only lead to in¬ 
human violence on the rural poor. We call 
upon all democratic-minded persons to op¬ 
pose this ban which will only make things 
worse. 

If the state government refuses to take 
back the ban; APCLC will take necessary 
steps to fight II t.hrough the courts. The law 
requires the government to set up an ad¬ 
visory board to which representations can 
be made not only by the banned organisa¬ 
tions but by all persons interested in the mat- 
ler We will file detailed representation before 
ihc board and strive to get the bgn lifted. 

K G Kannabiran. K BAIAiGOPAI 
APCTG 
Secunderabad 


Subscription Ratea 

Iniaad 

(including Nepal and Bhutan) 


(rn rupees) 


Inslitulions 

Six months 

One year 
400 

Two years 
775 

Three years 
1(50 

Individuals 

170 

325 

625 

925 

CoaceaaiiMiBl Rahps 

ibachers/Researchers 

— 

225 

— 

- 

Students 

— 

I7S 

- 

— 


Concessional rales are available only in India. To avail ot concessional rales, cernricaie 
from relevant institution is essential. * 

Remituuioe by money oider/bank drad/posia) order requcsicd Please add Rs 14 lo oulsiaiion 
cheques towards bank collection charges. 

Forvign 


Air Mail 


(in ( S' S) 
Surface Mail 


Ihikistan, Bangladesh 
A Sri Lanka 

USA. Canada, UK, Europe, 
Japan, New Zealand. 
Australia A USSR 
All other countries 


Institutions Individuals Insiiiuiions individuals 


60 


125 


80 


30 

80 


50 


40 


70 


50 


20 


40 


30 


All remittances lo Eeomsmlr and PoUliral BvrLiy 


1102 


Economic and Political Weekly May 30. 11)92 




May 30, 1992 


ECONOMIC 

AND 

POLITICAL 


Season of Lethargy 


T he stalemate in the political arena continues without 
let up. The Congress(I) with great pomp and cir¬ 
cumstance undertook to democratise itself but the venture 
fizzied out no sooner than it had started. The prime minister 
showing no lack of alacrity detected an imbalance in the com¬ 
position of the Congress Working Committee: But his sub¬ 
sequent. elaborate and ham-handed exercise made scarcely 
any headway in regard to redressing this imbalance. Of the 
eight members nominated to the CWC—K Karunakaran, 
Beant Singh, Oman Deori, Nawal Kishore Sharma. Janaidhan 
Poojary, Sushil Kumar Shinde, Arjun Singh and Sharad 
I^war—only one, Janardhan POojary. belongs to the schedul¬ 
ed castes while Oman Deori has been accorded the dual 
function of representing both women and scheduled tribes, 
in the light of this the prime minister’s tantrum towards the 
close of the Tirupati plenary about the non-representation 
of these categories must perforce be dismissed as strategic 
theatrics and that too of a pointless variety. For, apart from 
exuding a touch of enigma, Narasimha Rao’s move in remov¬ 
ing Sharad Pawar and Arjun Singh from the elected cate¬ 
gory and nominating them to the committee seems merely 
to have been a face-saving gesture, since it does not appear, 
on the face of it, to have changed in real terms the balance 
of power in his favour. 

In fact the inordinate delay in making the nominations 
and the clumsy manner in which the entire process was gone 
through seems to hint at his own delicate location in party 
power equations. The so-called consensus in the parly is 
forged precisely by evading contentious issues. Nowhere was 
it more evident than in the prime minister’s reluctance to risk 
rocking the party boat by making nominations from the 
crucial but faction-ridden units of MP. UP and Bihar. A 
nomination from MP would have carried with it the flavour 
of a fairly obvious vendetta. On the other hand, in UP and 
Bihar, since the attempts at establishing the organisational 
hierarchy yielded no results, nval aspirants would have viewed 
nomination as a formalisation of Pradesh Congress leader¬ 
ship claims. An expression of preference not only thwarts 
consensus but also jeopardises units that are already rendered 
fragile by caste antagonisms. The most obvious scheduled 
caste nominee to the CWC would have been Mahabir Prasad 
from the UPCC . His non-inclusion, and for that matter the 
non-inclusion of anyone from these states, is a telling enough 
verdict on the state of the party, on what the periodic 
protestation of loyalty to Narasimha Rao and denial of 
higher ambitions by the likes of Scindia, Arjun Singh and 
Sharad Pawar mean and on the importance of the likes of 
N D Tiwari and Jagannath Mishra who are not so visible 
And as if evasive action was not sufficient to take care of 
potential trouble in the party, the prime minister has had 


to take recourse to outside assistance. 

It would certainly be naive to view the enthusiasm of the 
BJP government in Madhya Pradesh to revive an issue that 
had for all practical purposes been allowed to lapse as mere 
coincidence. Interest in the Churhat lottery scandal, involv¬ 
ing Arjun Singh, has been renewed. The BJP has reason 
enough to mount an atuck on Arjun Singh, given his pro¬ 
vocative remarks. But a section of the Congress would be 
equally willing to see him seriously embarrassed. The 
possibility of a mutual benefit venture cannot be ruled out 
altogether. A clearly orchestrated move involving a handful 
of Congressmen petitioning the prime minister to drop Arjun 
Singh from the cabinet only serves to confirm suspicion. 

The reciprocity between the BJP and the leading faction 
in the Congress will of necessity have to carry over into the 
presidential and vice-presidential election, given the 
arithmetic of the present electoral college The prime minister 
as usual favours consensus but the Congress has not yet been 
able to name its nominee. The consensus that is being sought 
to be projected is the elevation of S D Sharma as president 
but it remains a matter of speculation whether all of the 
Congress is agreed on it. At any rate the point of interest 
is not so much the presidential election as what arrangements 
are worked out to settle claims for the vice-president’s 
election. The BJP will no doubt be looking forward to the 
replication of the quid pro quo that was witnessed in the 
election of the speaker and deputy speaker. On the other 
hand the demands of the NF-LF have to be considered. 

V P Singh’s attempt to queer the pitch for the Congress by 
advocating the cause of a scheduled caste incumbent is 
unlikely to be very effective since the Left Front has distanced 
itself from the Janata Dal’s line. But that is unlikely to stop 

V P Singh from advocating the cause for political reasons, 
particularly should such a campaign have consequences for 
the vice-presidential election. The Left Front appears to lose 
its nerve when it comes to endangering the minority govern¬ 
ment. Given the all-round atmosphere of inter-party good¬ 
will, some sort of consensus will no doubt emerge for the 
presidential election but the turn of events in the vice- 
presidential choice may prove more revealing. 

But this need not necessarily disturb the general pattern 
of political lethargy that has developed over the last year. 
This lethargy has very much to do with the guarded response 
of all parties to the economic policy changes. The BJP, it 
appears, would much rather that the Congress implement 
its own economic programme for the present, until a clearer 
picture of attendant political implications emerges. The left 
makes bold claims promising sustained struggle, but nothing, 
aside from a couple of token strikes, ha.s materialised so far. 
The Janata Dal is far too preoccupied with petty power 
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cll^puIc^ lo consider aiiyihing else irnpor 
rant. In the circumstances it does seem 
that a change in the parly political 
equilibrium will have to await the mien- 
sificatioii of power struggles in the Con 
gress It IS by no means certain that 
Narasiinha Kao’s seemingly p<jinticss 
rnanocuvies have neutralised his rivals and 
It IS possible that once the ritual of elec 
ling the presideiil and vice president is 
concluded a more realistic variety of 
politics may be on ollei 

(iOl b 

Premium Still High 

(lOl.I) IS in the news again: one, because 
at long last some significant quantities are 
being imported openly and on payment 
of levy at the leduced rate of Ks 220 per 
10 grams, and, two. because the much 
awaited details of the gold bond scheme 
are taking longer and longer to be finalis¬ 
ed and announced The two are not 
altogether unconnected, although looked 
at .superficiaily they may not seem lelaied 
to each other 

f irst about the spurt in open import ot 
gold Reports arc that in rcccm weeks 
open, declared import of gold, as irermit- 
ted, IS taking place at the rate ol one tonne 
per week through the various aiipoits, 
principally those of Bombay, Trivandrum 
and ('alicut. At this rate as much as .^0 
tonnes of gold or thereabouts may well 
enter the country in the whole year. T hose 
who expect open import ol gold to pick 
up further may pul the figure highei, s,t>. 
at l(X) tonnes a year. However, one has to 
remember that alongside rcpoiis ot open 
import there also appear in the prevs 
reports of continued attempts at smuggl¬ 
ing of gold. So It IS still a matter ol con 
jcciurc how much of the domestic di 
mand for gold will continue to be niei b\ 
smuggling and how much by open im|x>ii 
Here one has to apply one’s ludginerii in 
regard to the costs and bencliis involved 
III the choice of ihe one route or (he other 
S|)cakmg of ihe domeslic demand loi 
gold rai.ses the question about the impact 
the gold bond scheme may have on Ihe 
quantities required lo meet the demand 
The scheme’s declared purpose is to 
encourage people to dishoard gold in 
exchange for bonds which will nut only 
be redeemed in gold, if so desired, and 
ihai too with interest, hut will also cans 
immunities. Perhaps those who hoard 
gold with the genuine objective of using 
II as a hedge against inflation may be per 
suaded b\ the scheme to dishoard gold 
But many may be resorting to gold foi ob 
jcciives not quite so above board, such as 
a relatively safe way of holding ill golteii 
iiiconie and wealth And one will not he 


wrong in saying that when finance 
minister Manmohan Singh announced the 
scheme and oflered the imniuiiilies he 
must have had essentially the laiiei group 
of gold hoafdcis in mind II the scheme 
IS atliactivc enough for this group, they 
arc hound lo lake lull advantage of it. In 
those ciiciimsiciMccs not only will they 
otter Ihe gold they actually hold toi these 
reasons but also addiiional qiiaiiiities ac- 
cpiired irenn the market, so lhal they can 
avail Iheinselves U) ihe maximum exleni 
ol the oppommiiv to convert then black 
mcmey iiilo w hue The espenence wuh the 
sctieme of mimimilies lor loreigii ex- 
shaiigc rcmiltaii'-C'- is of rclesancc m this 
conlexi 

Could il he to! this leason that Ihe 
doiiiesiK puce ol gold has eominiied lo 
lemain subsiaiilially higher ihan the in- 
leriialional price' The premium in the 
domestic market is around Rs l.(XK) per 
10 giams whu h, though lower than that 
a year ago, vs lieu ii hovered around 
ks 1,4(K) per 10 gi.iiiis, is still quite high 
And il the premium enjoyed by gold in 
the domesiie market toniinucs to be high 
the iiiecnlive toi smuggling is bound lo 
[xusist and the calculations made in regard 
lo the iiripaci ot the various measures 
spceifically addressing gold arc bound lo 
goavsry More imtxrrlanl, the imphealions 
fi'i the iniroduetion of full converlibihly 
have to be reassessc'd, assuin ing, of eourve, 
ihai on all oihci considerai ions ihc move 
towards lull converlibiliiy, including the 
c\i bange laie al which it w ill be possible 
to sustain ihe rupee, is lound practical as 
well as worthwhile 

INDIA-BANf.l AOI SH Rl 1 Al IONS 

Sflf-C«ntradict<>ry 

Postures 

DPSPITI' the ofliLial claim ot 'successful 
talks', the icicni Delhi meeiiiig between 
prime iiiinisiei Narasiinha Rao and his 
Bangladesh counicipart. Begum Khaleda 
7.ia, IS 1101 likely lo bring about any early 
.solution lo the vexed queslion of increas¬ 
ing inllux inio India ot Bangladeshis— 
both ( hakiria lefugees from the Chitta 
gong Hill Iiacis and Hindu and Muslim 
illegal imiTiigraiits from other parts of 
Bangladesh 

The insiallat'on ol a popular goverir- 
meni in Dhaka has not yet led to any basic 
change in socio-economic policies of 
the past that caused Ihc alienation of Ihe 
C'hakmas in the Hill Tracts and drove 
thousands ol unemployed poor Bangla¬ 
deshis into the neighbouring stales of 
India in search ot work While a large 
mnnticr ol Ihe latter are landless labour¬ 


ers, there are two other categories of il¬ 
legal immigrants: first, the non-^ngali 
Bangladeshis (known as ‘Bihari’ Muslims 
who opted for Pakistan, but have been 
refused entry there, and are stranded in 
India) and. secondly. Bengali Hindu 
middle class families who ■ have fled 
Bangladesh out of fear of growing com¬ 
munal harassment by the fundamentalist 
Jamaat elements. Dhaka, quite rightly, 
disclaims any responsibility for the 
‘Bihari’ Muslims, who by their own choice 
of Pakistan have forfeited their right to 
Bangladeshi nationality. But the Bangla¬ 
desh government surely has the obligation 
to provide economic security to its own 
nationals—both the Hindu and Muslim 
poor—as well as protection to the 
minorities who feel threatened. Begum 
Khaleda’s governmeni is yet to reframe ad- 
mmisiiative and economic policies to 
cnsuie such protection and .security to 
Bangladeshis wlio are leaving the country 
Given the stagnating economic situation, 
one wonders how she will expedite the 
letum ol the immigrants lo Bangladesh—a 
promise which she made during her talks 
m Delhi. 

As for the C'hakmas, the rot started 
from the days of the late Sheikh Mujibur 
Rahman who, in his ill advised attempt to 
impose ‘Bangair nuiionalism on them, 
urged them to forget iheir ethnic ideniity 
and merge wiih the Bengalis His suc¬ 
cessor. Ziaur Rahman (husband of the 
present prime minister), followed this up 
by settling Bengalis liom the plains in the 
Hill Tracts, thus creating fuither distrust 
and fear among Ihe C hakrnas, who ap- 
pichended that they would be swamped 
by the outsiders and be reduced lo a 
minority in their own homeland Their 
fierce determinalion to maintain Iheit 
autonomy soon led them to launch an in¬ 
surrectionary movemeiil, inviting thereby 
army repression by Dhaka, which still 
continues Both army atrocities and 
retaliation by the Bengali setileis have 
driven .some 50,(XX) (xld C'hakma villagers 
to seek refuge in India. Bengali human 
rights activists in Bangladesh have been 
consistently protesting against army 
deployment in the Htl! Tracts, and urging 
a poliiical settlement. But things are get¬ 
ting worse and taking on communal over¬ 
tones with increasing clashes between the 
Buddhist C'hakma Iribals and the Bengali 
Muslim settlers Pwm when Begum Khaleda 
was making arrangements for her visit to 
Delhi, in the middle of the last month, 
Bengali-CJhakma riots broke out in Ranga- 
mati in Ihc Hill Tracis following a carnage 
carried out by the C'hakma insurgents. 
C'ommeniing on the incident, a Dhaka 
weekly made tlie apt prediction: “in a 
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chain reaction to such rioting, more tribal 
young men will join the ranks of the in¬ 
surgents, more tribal people will migrate 
to India and more policemen and troops 
will be required to maintain only a sem¬ 
blance of security in the Hill Tracts”. 
Shades of Nagaland, Kashmir and Punjab? 
When our prime minister is unable to 
stem the rot in his own country and is 
resorting to the .same militaristic measures 
to solve political pro'blems, what right 
docs he have to complain to his counter 
pan in Bangladesh about the plight of the 
Chakmas and give her advice? 

Both Dhaka and New Delhi are bogged 
down in the same morass. Both land up 
in ridiculously self-contradictory postures 
Dhaka, for instance, condemns Myanmar 
for persecuting the Arakan Muslim mino¬ 
rities (the Rohingyas) who, to escape the 
military atrocities there, are coming in 
hordes to take refuge in Bangladesh (the 
influx continuing at the rate of l,5(X) to 
2,000 every day). At the same time, Dhaka 
Itself IS resorting to the same repressive 
measures against the Chakma.s, who are 
driven to seek refuge in India. New Delhi, 
again, while shedding tears over the plight 
of the Chakmas and pioviding shekel for 
them in refugee camps, treats its own 
tribal minorities in the north-east or the 
Muslims in Kashmir (many among whom 
have cros.sed over lo l-^kistan) in the same 
ruthless manner by dcpioving troops there 
to suppress insurgencies, which invanably 
leads fo the further alienation of the local 
population As long as Dhaka and New 
Delhi refuse lo restructure then ccoiioinK 
policies along egalitarian lines and reoncnl 
their altitudes towards the minorities in 
a democratic and lederal Irainework, the 
ritualistic bilateral official talks every now 
and then can hardly lead to any meaning 
ful solution of the problems that dog the 
two countries 

TRADl WITH RUSSIA • 

INt‘w Beginning 

THL new lndu-Rus.sian agreemeni lo con¬ 
duct trade hereaflei in terms of US dollars 
cerlamlv marks a break from the past 
How complete this break is and how it will 
help revive trade between the two coun¬ 
tries which had come to a vitiual stand¬ 
still m recent months are questions that 
only time and experience will answer 

Basically, what the new pioioeol pro¬ 
vides IS that import and export coniiacis 
between the two countries will be desig¬ 
nated in dollars and .settlement will also 
be done m dollars But there will be no 
dollar outgo Thus all Indian exports to 
Ru.ssia will have to be made on the basis 
ol confirmed letters ol credit (LCs) issued 


in dollars by the Russian ^nk, Vneshtorg¬ 
bank, and confirmation by Indian banks 
is equally obligatory to ensure payment. 
For this purpose three Indian banks have 
been designated—State Bank of India. 
Punjab National Hank and Union Bank 
of India. The arrangement is that pay¬ 
ments will be debited and credited to 
the central account to be operated by 
Vneshtorgbank and the Reserve Bank of 
India and that the formei will issue LC's 
taking into account the balance available 
m the central account. The RBI is oblig¬ 
ed to intimate its Russian counterpart the 
balance available It has been made ex¬ 
plicit that the new arrangement has been 
so designed as to balance the ircde bet¬ 
ween the two countries Still, India has 
agreed to extend a technical credit of $ 28.*' 
million lor 1992. Of thisS 85 million will 
be made available immediately for the 
purchase by Russia ol iiems like lea, 
coffee, tobacco and spiccs The balance 
of S 200 million will be made available 
“commensurate with the flow of goods 
from Russia”. 

It is important to note that the new ar¬ 
rangement (i) puts paid once and for all, 
lo the fiction of a special exchange rale 
between the rouble and the rupee, a rate 
which had been going out of line with 
reality over the years; in) concedes that 
trade between the two countries has to 
take place m terms of some acceptable in¬ 
ternational curreni-y; (in) recogni.scs the 
urgent nc<‘d for a payments settlement ar¬ 
rangement for current transactions bet¬ 
ween the two countries, and (iv) goes a 
step further in terms ol India extending 
to Russia a technical credii of $ 285 
million of which clcsse to 30 per cent has 
been advanced straightaway to enable the 
latter (c> make purchases ol certain 
seasonal agricultural items and also to get 
the trade between the iwo countries to 
resume after it had virtually come to a halt 
over the past seven to eight months. It is 
significant in this context that a shipment 
ol Russian crude is said lo be on its way 
already and that a delegation ol the 
Russian oil industry was expected in New 
Delhi on May 19 to discu.s the modalities 
ol the supply ol crude .md olhei petro¬ 
leum products that Russia has committed 
to supply in 1992, ai inu'rnalional prices 
ot course In fact, with the new agreement 
m foice, all transaction' between the two 
countries would iiornudiv be expected lo 
take place at international prices, not only 
those III oil 

While ihc proWco'r last agreed upon 
covers the current trade 'ransactions bet 
ween India and Russia, tlie problem ol the 
debt overhang reinaiiis to be resolved 
Only two things base bei n agreed to foi 


the present. One is that the technical credit 
of Rs 3,500 crore which India extended to 
the former Soviet Union last year will be 
adjusted against the debt India owes the 
successor state of Russia and second is 
that discussions should take place soon to 
resolve the issue of the rupee-rouble ex¬ 
change rate for the settlement of the 
outstanding debt. 

It is to be seen now whether (a) trade 
between the two countries picks up and 
reaches the targeted levels fast enough; 
and (b) the imbalance in such trade re¬ 
mains within the bounds set by the Indian 
technical credit. 

WEST BENGAL 

Victims of 'Industrial 
Sickness' 

A Correspondent writes: 

WHIL.E the mdustrial climate is dominated 
by apprehensions of large-scale retrench¬ 
ment on account of the fall-outs of the 
new economic policies, some sections of 
industrial workers in West Bengal have, 
however, made some limited economic 
gains m recent weeks. A large part of the 
jute textile workers and 8,000 workers of 
the Bala shoe factory have scored partial 
successes after long-drawn strikes; the 
engtneenng workers also have made some 
gains even without strikes—merely by 
threatening such actions. In each of these 
cases, however, workers’ collcaivc actions 
had to be supplemented by the prestige 
and weightage enjoyed by the chief minis¬ 
ter, Jyoti Basu. The final settlement of 
each of these disputes was arrived at in 
his presence and under his guidance. In 
other words, in the coiiicxi of the prevail¬ 
ing situation m West Bengal, even large- 
scale and determined actions of the work¬ 
ing class cannot clinch any bargain unless 
and until, at a proper moineiii of the 
struggle, .lyoti Basu takes time out of his 
extremely busy schedule to sii jointly with 
both the sides, of course along with a 
leimue of officials, to give his judgment. 
It may however be due to a conditioning 
cticcied by the prevailing culture which 
has substantially tamed the working class 
on the one hand and imbued the employers 
on the other with laith in the cvenhanded- 
ncss of the chief minister. If so, then it 
would imply that although it still swears 
by the doctrine of class struggle m its pro¬ 
grammatic documents, the CPI(M), the 
dominant force in the stale’s ruling set-up, 
has really nurtured a .satisfactory model 
of class collaboration in the course of its 
15-year rule 'with limited powers’ in this 
state. 

Whatever his successes in the instances 


Economic and Political Weekly May 30, 1992 


1105 



dted above, Jyoti Basu, however, has fail¬ 
ed to do much for the victims of the so- 
called industrial sickness who today 
number thousands in this state. An inde¬ 
pendent organisation called Naearik 
Mancha (citizens' forum), formed by 
mainly independent individuals, mostly 
left-oriented has collected information on 
the tragic plight of the victims of closure 
of industries. The forum’s latest publica¬ 
tion. based on its own field surveys, has 
revealed that, in the past four years, 60 
workers of 17 locked-out factories com¬ 
mitted suicide to seek a way out of their 
abysmal despair and mi.sery. 

Jyoti Basu, or for that matter his party, 
may not be faulted for the ‘sickness’ or 
the failure to ‘cure’ it, particularly for the 
valid reason of the state government's 
’limited powers’. But neither the chief 
minister nor the party can escape the 
charge of insensitivity towards the suffer¬ 
ings of these unfortunate workers. They 
have done nothing to bring them relief 
either from the public exchequer, or with 
voluntary relief collections, may be, by 
slashing down the relatively high life-styles 
of the new ‘power-lings’ in the government 
or the ruling parties. Even out and out 
social reformists in India and abroad have 
far better and more humane records. 

HISTORICAL RECORDS 

Secrets for Ever 

INDIAN bureaucrats and academics ap¬ 
pear to suffer from the belief that once 
files are consecrated by the dust of the 
shelves of the home ministry, they must 
be worshipped as ‘state secrets’ without 
allowing any access to them whatsoever 
by the public 

A case in point is the decision adopted 
recently by the Indian Historical Records 
Commission at its S4th session. One of 
the delegates moved a resolution request¬ 
ing the National Archives'of India to pro¬ 
cure from the home ministry the letter 
written by the then union home minister, 
Satdar nitel dated January 9, 1950 to the 
then chief minister of Uttar Pradesh, as 
well as the first information report filed by 
the Ayodhya police station on Novembn 3, 
1949 along with the radiogram message 
from tha district magistrate, Fai/abad to 
the UP chief minister, Govind Ballabh F^i 
dated December 23, 1949. For the infor¬ 
mation of those curious about the impor¬ 
tance of these documents, it might be add¬ 
ed that Sardar nttcl’s letter reportedly re¬ 
quested chief minister Pant to remove the 
idols of Ram and Sita, illegally installed 
inside the Babri Masjid. The other two 
documents—the FIR and the radiogram 


message—relate to complaints about the 
illegal installation of the idols. The need 
for laying open these documents for the 
use of scholars can be understood in the 
context of the ongoing controversy sur¬ 
rounding the Ram Janmabhoomi-Babri 
Masjid issue Although references to these 
documents have been made in newspaper 
columns, till now there has not been any 
official verification to enable students of 
history, scholars, as well as journalists and 
politicians to authenticate what really 
happened at that timcL Release of these 
archival documents can help that process. 

But the standing committee of the 
Historical Records Commission rejected 
the request on grounds which, to say the 
least, sound dubious. It pleaded that “ac¬ 
quisition of single letters was contrary to 
archival principles”. Secondly, it came up 
with the excuse that the “indicated sub¬ 
ject matter of those letters was still sub 
judic^'. The third ground for lejeaion 
of the request was that although official 
records were transferred to the National 
Archives and the UP State Archives after 
they became 25 and 30 years old respec¬ 
tively. “records of classified nature were 
transferred to them after they were duly 
de-classified”. 

All these raise questkMis which have im¬ 
portant implications for both historical 
research by scholars and the right to in¬ 
formation by the general public First, the 
excuse of ‘archival principles’ sounds 
hollow. If the holy principle of acquiring 
only a single letter stands in the way of 
getting the full facts of the particular 
event, the National Archives can easily ap 
proach the home ministry with a request 
for handing over Hatel’s letter, along with 
other letters relevant to the issue. Second¬ 
ly, does a case that is sub judice prevent 
scholars from access to historical docu¬ 
ments relating to that case? This is an 
issue which needs to be taken up at the 
courts by research scholars. Thirdly, the 
public has a right to know by what yard¬ 
stick the home ministry officials decide 
to ‘de-classify’ records which 3vere ‘classi 
fied’ 25 or 30 years ago. Why are they 
refusing to ‘de-classify’ the records 
relating to the installation of the idols in 
side the Babri Masjid 43 years ago? This 
gives rise to the suspicion that the home 
ministry is either succumbing to pressures 
from the Hindu fanatical lobby in the 
political spectrum, or is itself a party to 
the persistence of a dispute with com¬ 
munal implications that serve the ruling 
party. In order to allay such suspicions, 
the government should come out with 
clear guidelines—which are absent now— 
which determine its policy of declassifying 
archival records. 


TWENTY YEARS AGO 

EPW, May 27, 1972 

The minister in the ministry of home af¬ 
fairs disclosed in reply to a question in the 
Rajya Sabha the other day that up to the 
end of April this year 4,666 persons had 
been deiained under the Maintenance of In¬ 
ternal Security Act. The act came into foioe 
on July 2, 1971, replacing the maintenance 
of internal security ordinance promulgated 
two months earlier. It empowers the cen¬ 
tral and sute govermnenu to detain without 
trial or recourse to the normal legal pro¬ 
cesses any person with a view to preventing 
him from acting in a manner prejudicial to 
the security of the country. The maximum 
period for which a person may be detained 
is 12 months, but the period can be stret¬ 
ched indefinitely by the government issu¬ 
ing fresh detention orders. .. .Of the 4,666 
persons detained, 1,619 had been released 
till April 30,1972. leaving 3.047 persons still 
in detention on that date. These figures, it 
IS important to remember, do not cover 
Jammu and Kashmir which has its own pre¬ 
ventive detention law and to which the 
Maintenance of Internal Security Act docs 
not extend. As expected. West Bengal ac¬ 
counts for the bulk of the detentions, 
though Gujarat’s 286 does come as a sur¬ 
prise. .. .Of those detainees whose *politica] 
affiliations’ were ascertained, almost all 
were identified either as ‘Naxalitcs and 
other extremists’ or as belonging to Muslim 
organisations like the Jamaat-e-lslami. 
Indeed, of the 119 detainees information 
about whose political affiliation was given 
by the minister, 117 belonged to these two 
categories—84 were classified as Naxalites 
and other extremists and 33 as belonging 
to various Muslim organisations. Surely, 
this is suggestive of where, in the govern¬ 
ment’s view, lie the major sources of threat 
lo the country’s security? . ..Even more 
significant, is the fact that out of Che 4,666 
persons detained without trial, the minister 
could give i|^rormation about the political 
affiliations of only 119. This is truly amaz¬ 
ing. if one considers that action under the 
Maintenance of Internal Security Act would 
be taken essentially on the basis of the 
political affiliations of the individual con¬ 
cerned. One would thus expect that the 
government would have a pretty good idea 
of a detainee’s political affiliations before 
It decides to incarcerate him. And yet the 
union home ministry appears to be aware 
of the political affiliations of only 119 of 
the 4,666 persons whom the central and 
state governments had thought fit to detain 
without trial in the interests of the security 
of the country, in respect of as many as 
4,317 of the remaimng. information was still 
being ‘obtained*! It would be altogether too 
complacent to assume that (his reflects no 
more than bureaucratic sloth. 
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THE MARKETS 


Sunflower, Oil of the Future 


D P Kianna 

PERHAPS not many persons are aware 
that on May 20 gioundnut oil in Bombay’s 
wholesale marlcet touched a three-year low 
of Rs 30.700 a tonne and that, with the 
notable csuxptkm of coconut oil, all other 
commonly used edible oils are currently 
priced lower than a year ago (June I, 
1991). Groundnut oil is cheaper by 9.9 per 
cent, sunflower oil by 10.9 per cent, term¬ 
ed rapeseed oil by 7.1 per cent, refined 
soyabean oil by 6.7 per cent, refined cot¬ 
tonseed oil by 10.7 per cent and kaidi oil 
by 6.1 per cent. While the relief at the 
retail level, which matters most, has been 
rather modest, it should be regarded as 
quite significant when viewed in the light 
of the general inflationary environment. 
The official index for wholesale prices 
shows a rise of about 12.6 per cent over 
the 12-month period on a point-to-point 
basis. Indeed, edible oil is about the only 
item of daily consumption which costs 
less today than it did a year ago. 

That edible oil prire* reflect imnrove- 
ment in the supply-demand position is 
obvious enough, but it provides Uttle in¬ 
dication of the basic forces behind the 
emerging market scenario. The behaviour 
of edible oil prices has had very little to 
do with the government’s management of 
the edible oils economy, whefher by way 
of import policy or more efficient func¬ 
tioning of the public distribution system 
or through NDDB’s intervention opera¬ 
tions. Edible oil imports during the cur¬ 
rent season so far are placed at no more 
than 1.5 lakh tonnes. The publicjlistribu- 
tion system is reported to be in complete 
disarray, the supply of edible oil as also 
of other articles being grosslyJnadequate 
NDDB’s operations have been confined 
to commercial purchases for the manufac¬ 
ture of ’Dhara’ brand groundnut /mustard 
oil and ‘Lok Dhara' (blended oil). The 
NDDB’s contention that the supply of 


relatively cheap ‘Dhara’ oils has had a 
salutary impact on the market is an over- 
sutement since ‘Dhara’ constitutes only 
a very small proportion of the total edible 
oil supply. 

The perceptible change in the supply- 
demand equation of edible oils is attri¬ 
butable to factors which have a bearing 
on supply as well as demand. There has 
been a noticeable improvement in the 
supply position. Oilseeds production this 
season has been reckoned by the trade at 
a record 195 lakh tonnes (rabi 108 and 
kharif 87) which shows an increase of 5 
lakh tonnes over the trade’s estimate of 
190 lakh tonnes for the previous season 
(rabi 96 and kharif 94) and is higher by 
10.36 lakh tonnes than the final official 
estimate of 184.64 lakh tonnes. What is 
more significant, the increase is accounted 
for entirely by rabi oilseeds. Rape-mustard 
seed, summer groundnut and sunflower 
seed have set new records this season. Bet¬ 
ween them, these three oilseeds, each hav¬ 
ing an oil yield of 40 per cent plus, ac¬ 
count for an increase of 11.5 lakh tonnes. 
The record rabi output is amply reflected 
in the continuing flow of supplies ensur¬ 
ing easy availability of oils. Financial 
stringency experienced by the trade at all 
levels has also contributed to the flow of 
supplies. 

On the demand side, consumer offtake 
has seldom been really brisk. This is 
generally attributed to the erosion of pur 
chasing power because of adverse impact 
of inflation and severe drought in several 
parts of the country. Household buying 
is said to have shrunk to the bare mini¬ 
mum. Because of the Financial constraints 
and the subdued tendency in prices the 
trade has been carrying stocks barely ade¬ 
quate to keep business going. 

The vanaspati industry (which is an 
important segment of the edible oil 


economy) has been having a tougti time. 
In view of the heavy ituidence of excise 
duty on vanaspati, institutional buyers 
have been switching over to refined oils 
which do not bear any excise burden. 
Because ol the slack consumer offtake, 
vanaspati units have been obliged to cur¬ 
tail their production which is currently 
running well below previous record levels. 
In a way, the decline in vanaspati produc¬ 
tion repre.scnts a mere adju.stment to 
realistic levels Vanaspati production had 
been unduly inflated when the industry 
was being supplied imported oil at con¬ 
cessional prices 

An interesting laccl of the edible oils 
scenario is that groundnut oil, while still 
enjoying a high premium over other oils 
(excepting coconut oil), is gradually losing 
its primacy because of consumer resis¬ 
tance at high prices and increasing accep¬ 
tance of other relatively cheap edible oils, 
including blended oils. I^rhaps the most 
outstanding development is the growing 
acceptance of sunflower oil as a good 
substitute for groundnut oil. Sunflower oil 
has a pleasant flavour with no toxic con¬ 
tent and It IS cheaper by about Rs 5,000 
per tonne compared to groundnut oil. 

Most market men are inclined to reckon 
sunflower oil as the future oil of India 
holding out the prospect ol bridging the 
domestic supply-demand gap in the near 
future. This apparently highly optimistic 
assessment ot the role of sunflower oil is 
based on the impressive increase in the 
production of sunflower for the third con¬ 
secutive season. From 3.70 lakh tonnes in 
1988-89, production increased to 6.31 lakh 
tonnes in I989 ‘>(), 8.89 lakh tonnes in 
1990-91 and to 12 lakh tonnes in 1991-92— 
a spectacular increase of 224 per cent over 
the three-year period 

In view of its high adaptability to any 
soil, sunllowei seed is now reckoned as an 
ideal short duration petennial rotation 
crop which can be haivestcd three times 
a year Maharashtra, Karnataka and 
Andhra Pradesh arc the major producing 
states but its cultivatioii is rapidly spread¬ 
ing to other stales According to reports 
from Punjab, impressed by the economics 
ol cultivation of siinllower vis-a vis 
wheat, a growing numbci ol farmers arc 
shifting to sunflower cultivation and giving 
up wheat. Since sunnower is regarded as 
an excellent intercrop after cotton, the 
shift to sunllowei is reported to be most 
pronounced in the cotton belt State 
government I'lfKi.iis (ear iliat the shift to 
sunflower cultivation could lesult in a ma 
|or setback to wheal procurement efforts 

The only uiiccrl.iinty that edible oil 
consumers h.ivc to leckon with scriouslv 
IS in regard to the behaviour ol the south 
west monsoi'ii 


Table: Impoioant Changes in Vegetabi e Oil Prk es (Bombay) 
_ (Prices per 10 kg) 



3.1.92 

1.6.92 

1.6.91 

Fall from 

3 1 92 lo 

1 6.92 

Percentage 
Change over 
12-Momh 
Period 

Groundnut oil 

380 

317 

352 

16.6 

-99 

Sunflower oil 

315 

270 

303 

-14 3 

-10.9 

Kardi oil 

420 

357 

380 

15 

-61 

Sesame oil 

335 

295 

285 

II 9 

+ 3 5 

Ricebran oil (edible) 

264 

216 

230 

18 2 

-61 

Refined soybran oil 

327 

280 

300 

14 4 

-67 

ReTined rapeseed oil 

328 

262 

282 

-20.1 

- 7 1 

Refined cottonseed oil 

332 

284 

318 

- 14.5 

- 10 7 

Linseed oil 

347 

250 

255 

’7 9 

-19 

Mahuva oil 

265 

260 

240 

-2 

+ 8 3 

Castor oil (commercial) 

177 

172 

130 

2.8 

132 3 
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STATISTICS 


Variation (per cent) 


Index Numbers of Wholesale Prices 


Latest 

Over 

Over 

Over 




■ 

(1981-82 = 100) 

Weight 

Week 

Last 

last 

March 

In 

In 

In 

In 


2-5-92 

Month 

Year 

1992 

91-92 

90-91 

89-90 

88-89 

All Commodities 

100 0 

218.5 

0.7 

12 7 

1 0 ■ 

13 6 

10.3 

7.5 

7.5 

Primary Articles 

32.3 

229 8 

0 5 

15 8 

1 0 

18.2 

13.0 

22 

4.9 

Food Articles 

17 4 

264.1 

1 7 

23 8 

3 2 

20.2 

II 8 

1.2 

9.9 

Non-food Articles 

lO.I 

225 8 

- 1.7 

5 0 

-28 

18.2 

17.0 

3.6 

-1.7 

Fuel, Power, Light and Lubricants 

10 7 

213 6 

— 

12 7 

— 

13.2 

12 3 

3.6 

5.6 

Manufactured Products 

57.0 

213.0 

09 

10 9 

I.l 

II 2 

84 

11.3 

9.4 






Variation (per cent) 



Coal of Living Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

lo 



1992 

Month 

Year 

1991 

1991-92 

1990-91 

89-90 

88-89 

Industrial Workers 1982 = 100 

229' 


139 

139 

13.5 

11.2 

6.5 

9.1 

Urban Non-Manual Employees 1984-85 = l(X) 

190' 

1.6 

12 4 

12,4 

NA 

II 0 

6.9 

8.2 

Agricultural labourers July AO to 

1015' 

0 7 

20 4 

18 3 

NA 

7.5 

3.2 

11.4 

June 61 - 100 













Variation (pea cent in 

brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 






Week 

last 

Last March 31, 

in 

In 

In 

In 



(17-4-92) 

Month 

Yeai 

1992 

91-92 

90-91 

89-90 

88-89 

Money Supply (M^) 

Rs crore 

3,24,169 

6,921 

51,929 

9,411 

49.560 

36,242 

37,866 

30.877 



(2.2) 

(19 1) 

(3 0) 

(18.5) 

(15.7) 

(19.6) 

(19.0) 

Net Bank Credit to Government Sector 

Rs crore 

1,64,773 

2,196 

20,356 

6,535 

24,589 

21,477 

19,631 

12,771 

Bank Credit to Commercial Sector 

Rs crore 

1,96,939 

7,427 

23,635 

6,858 

24,173 

14,832 

23,184 

21,686 

Net Foreign Exch.Assets of Banking Sector Rs crore 

19,106 

90( 

11,997 

-421 

10,098 

1,519 

85 

1.033 

Deposits of Scheduled Commercial Banks 

Rs crore 

2,35,229 

4.771 

38,870 

4,771 

37,916 

25,583 

26,809 

22,105 



(2 1) 

(19 8) 

( + 2,1) 

(19.7) 

(15.3) 

(19.1) 

(18.7) 

Foreign Exchange Assets 

Rs crore 

14,158 

1,143 

11..3,32 

420 

9.017 

- 1,710 

-600 

-830 




(8 8) 

(401.0) 

( 2 9) 

(225.5) 

(-30.0) 

(-9.5) 

(-11.6) 

Index Numbers of Industrial 

Weight 

Latest 








Production 


Month 

Averages foi 


Variation (per cent) 


(1980^81 - 100) 


(July 91) 



in 

In 

In 

In 

In 




1991 92 

1990-91 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

General Index 

100.0 

203.2 

199.8 

201.3 

84 

8.6 

8,7 

7.3 

9.1 

Mining and Quarrying 

11.5 

200.0 

208 4 

211 1 

,3.5 

6.3 

7,9 

3.8 

6.2 

Manufacturing 

77 1 

196.8 

192 1 

195 7 

9.2 

86 

8.7 

7.9 

9.3 

Electricity 

11.4 

249.5 

243 8 

229 4 

8.6 

10 8 

9.5 

77 

10.3 

Bfsic Industries 

39 4 

NA 

NA 

NA 

43 

54 

9.9 

5.6 

9.2 

Capital Goods Industries 

16 4 

NA 

NA 

NA 

21 9 

22.4 

7.0 

15.9 

18.2 

Ihtermediatc Goods Indiisincv 

20.5 

NA 

NA 

NA 

5,6 

4.3 

II 5 

4.8 

4.4 

Consumer Goods Indusincv 

23.6 

NA 

NA 

NA 

NA 

6.3 

4.2 

6.5 

7.1 

Durable Goods 

2.6 

NA 

NA 

NA 

10.9 

1 7 

12.0 

7.8 

18.9 

Non-Durable Goods 

21.0 

NA 

NA 

NA 

5 2 

7,5 

2.5 

6.2 

4.9 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month 



In 

In 

In 

in 

In 



(Feb 92) 

1991-92 

1990-91 

1990-91 

1989-90 

l988-8a 

1987-88 

1986-87 

Expon 

Rs crore 

3,916 

38,9,30 

29.114 

32,527 

27,681 

20,232 

15,674 

12.452 






(17.5) 

(36.8) 

(29.1) 

(25.9) 

(14.3) 

Import 

Rs crore 

4,371 

42,916 

39,549 

43,(71 

35,416 

28,235 

22J44 

20,096 






(219) 

(25.4) 

(26.9) 

(10.7) 

( 2.2) 

Balance of Trade 

Rs crore 

- 455 

- 3.986 

10.435 

- 8.545 

- 7.735 

-8,003 

-6.570 

-7,644 

Employment Exchange SlaiisticH 

Unit 

Latest 

Cumulative foi* 








Month 



In 

In 

In 

In 

in 



July 

1991 

1990 

1990 

1989 

1988 

1987 

1986 

Number of Applicants on Live Registei 










as at end of (Vnod 

Thousand 

35,580 

35,580 

34,098 

34,632 

32,776 

30.050 

30,247 

30,131 

Number of Registrations 

Thousand 

784 

3.543 

3,912 

6,541 

6,576 

5,963 

5,465 

5,535 

Number of Vacancies Notified 

Thousand 

43 

296 

294 

530 

600 

543 

621 

623 

Number of Placements 

Thousand 

25 

155 

169 

284 

289 

329 

360 

351 

income 

Unit 

1990^91 

1989-90 

1988-89 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

Gross Domestic Product (current prices) 

Rs crore 

4.72,599 

4,01.569 

3.51,724 

2.94,266 

2.59,055 

2.33,476 

2,08,577 

1.868,723 

Gross Domestic Product (1980-81 prices) 

Rs crore 

2,10,477 

1,99,329 

1,87,725 

1,70,041 

1,62,711 

1.,56,600 

1,50,469 

1,44,865 

Per Capita Income (1980-81 prices) 

Rupees 

2.227 

2,148 

2.078 

1,903 

1,866 

1.842 

I.8II 

1,787 


* For current year upto taicNt month for which data arc available and foi corresponding period of last year 
** Excluding gold and SDRs. 4 (Jpio latest month tor which data are available. NA- Not available. 

4 4 Provisional data @ Quick estimates 

Sates: (I) Superscript numeral denotes month to which figure relates, e g, superscript' indicates that the figure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous period 
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COMPANIES 


Finance Companies Bear the Brunt 


Jainj Kapadia 

NOT until the reporu of th^ investigation 
into banks’ securities scandal ai4 out will 
speculation about it die down. Estimates 
of the amount involved have varied vastly 
from the figure of Rs 622 ciore of Sute 
Bank of India to start with to Rs 2,000 
crore in no time and now to as much as 
Rs 5,000 crore. Speculation has thrived 
with the Reserve Bank of^ndia ordering 
Bank of Karad into liquidation and put¬ 
ting Metropolitan Co-operative Bank in 
Bombay on hold due to these two banks' 
apparently irretrievable involvement in the 
business. The mist may clear to some 
extent with the RBI making .public the 
report of its investigation which as the 

The Week's Companies 


finance minister said during his recent 
visit to Bombay the RBI would be doing 
very shortly. 

Meanwhile, the stock market, which 
took a body blow as the CBl was asked 
by the government to invest igate Harshad 
Mehta’s involvement, has started showing 
signs of levelling after a sharp decline in 
share prices. The sensitive share price in¬ 
dex of the Bombay stock exchange, which 
in two days, April 28 and 29, had caved 
in from 4,467.32 to 3,674.41 and was down 
still further at 2,%3.49 on May 28, was 
seen to be levelling at around 3,000. And 
while scrips of all descriptions suffered as 
prices declined all round, in relative terms 

(Rs lakh) 


finance company shares fared far worse: 
These shares had been running ahead of 
the others in the bull market after the 
budget following the concessions an¬ 
nounced for equity investments and the 
permission to the private sector to 
establish mutual funds But as the banks' 
securities .scandal affected the financial 
secioi, finance company shares have 
moved more tapidly in the reverse gear. 

Mazda Industries’ scrip, which had 
reached Rs 1,650, is now down to Rs 150. 
Similarly, V B Desai Financial Services’ 
share has plunged from Rs 900 to Rs 90, 
Cifco Finance has crashed from Rs 270 
to Rs 35, and Kotak Mahindra Finance 
was knocked down from Rs 1,400 to 
Rs 500. At the same time, scrips like 
Ashok Ley land Finance and Ihta Finance 
nave also declined sharply, the former 
from Rs 500 to Rs 170 and the latter from 
Rs 600 to Rs 230, while the State Bank 
share stood reduced from Rs 15,000 to 
Rs 4,500. 

Despite the fall in share prices, the 
primary market maintained its strength 
with oversubscription of*capital issues 
continuing. Mangalore Refinery and 
Petrochemicals, making the biggest ever 
capital issue, grossed an aggregate of 
Rs 2,184 crore for its issue of Rs 582.66 
crore 16 per cent partly convertible deben¬ 
tures. Reliance Industries which went 
ahead with its issue of global depository 
shares, reportedly received commitments 
for S 500 million as against the offer for 
S 100 million. RIL is the first Indian com¬ 
pany to make a capital issue abroad after 
the government allowed floatations to be 
made overseas. 

ASIAN PAINTS 

Difficult Market 
Conditions 

Gross sales of Asian Paints inereased 
17.69 per cent at Rs 358.23 crore, which 
was despite the paints market suffering a 
setback and notwithstanding acute com¬ 
petition in the business. Inflation and the 
adverse impact of the Gulf war on prices 
of petroleum-based products also affected 
business, while prices of packing material 
increased by 12 per cent. In this light, the 
directors regard the sales performance as 
quite satisfactory. Profits also increased, 
though as return on sales, they registered 
a drop. However, profits before tax show¬ 
ed a decline, as provision for depreciation 
recorded a substantial rise from Rs 290 
lakh to Rs 670 lakh, reflecting fructifica¬ 
tion of an investment of Rs 50 crore made 


Asian Paints Goodlass Nerolac BASF India 


Financial Indicators 

March 

1991 

March 

1990 

March 

1991 

March 

1990 

March 

1991 

March 

1990 

Income/expfnses/pmfiis 

Net sales 

25449 

22572 

13548 

11470 

8770 

7303 

Other income 

401 

105 

65 

66 

575 

490 

Raw materials consumed 

17293 

15025 

7320 

6751 

4950 

4359 

Power tmd fuel 

416 

222 

102 

92 

232 

205 

Other manufacturing expenses 

365 

329 

134 

95 

165 

143 

Labour cost 

1490 

1055 

925 

844 

731 

647 

Other expenses 

3328 

2615 

2306 

1899 

1481 

1153 

Operating profits 

3983 

3431 

1105 

961 

1792 

1463 

Interest charges 

1060 

703 

538 

429 

474 

413 

Gross profits 

2923 

2728 

567 

532 

1318 

1050 

Depreciation 

670 

290 

49 

45 

275 

247 

Profits before tax 

2253 

2438 

518 

487 

1043 

803 

Ikx provision 

670 

538 

236 

212 

535 

260 

Profits after tax 

1583 

1900 

282 

275 

508 

543 

Dividends 

561* 

565* 

73 

65 

128 

85 

Liabilities/assels 

Paid up capital 

1244 

1294** 

324 

324 

639 

426 

Reserves and surplus 

6600 

5649 

1035 

826 

2104 

1941 

Long term loans 

3126 

3514 

600 

610 

929 

1038 

Short term loans 

2970 

2842 

2902 

2387 

2101 

1567 

Other liabilities 

5107 

4722 

3500 

3040 

1957 

1411 

Gross fixed assets 

10310 

8981 

2115 

1993 

3686 

3324 

Accumulated depreciation 

2689 

2049 

920 

850 

2099 

1846 

Inventories 

5795 

4954 

2979 

2571 

2427 

1886 

Of which finished goods 

2593 

2066 

1316 

1537 

828 

767 

Receivables 

3779 

2840 

2430 

2247 

2799 

2141 

Loans and advances 

1981 

1755 

1797 

1422 

800 

701 

Cash and bonk balances 

576 

344 

683 

550 

95 

156 

Investments 

243 

1162 

29 

29 

20 

20 

Other assets 

7 

16 

_ 


- 

_ 

Tbial liidiilities/assets 

19048 

18022 

9112 

7%2 

7730 

6383 

Key financial ratios 

TUmover ratio 

I 36 

1.25 

1.49 

1 44 

1.13 

1.14 

Return on sales 

11.26 

12.09 

4.19 

4.64 

15.03 

14.38 

Return on investment^ 

15.35 

15.14 

6.22 

6.68 

17.05 

16.45 

Return on equity (h) 

20.18 

27.37 

20.75 

23.91 

18.57 

22 94 

Earning per share 

12.71 

15.27 

8.70 

8.49 

7.95 

12 75 

Dividend (9i) 

45 

45 

22.50 

20 

20 

20 

Book value pw share (Rs) 

63.03 

55.39 

44.94 

35.49 

42.93 

55.57 

Current market pnee 

465 

— 

115 

_ 

400 


P/E ratio 

26.56 

— 

13.22 

— 

30:31 

— 


Preference dividend, Rs 1.38 lakh for 1990-91, Rs 5..50 lakh for 1989-90. 
Rs 50 lakh piefcrence share capital since redeemed. 
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over a period of three years in new pro¬ 
jects. The project at Kasna, Uttar Pradesh, 
for manufacture of paints was commis¬ 
sioned in March 1990 and yielded produc¬ 
tion of 2,015 tonnes during the year. The 
phthalic anhydride plant in Gujarat, after 
it was impaired by an accident during 
1989-90, was repaired and restarted in 
August 1990 and 4,508 tonnes of phthalic 
anhydride was produced. The division 
sold 2,156 tonnes and transferred 2,158 
tonnes to the company's paints plants for 
captive consumption. At the Kasna plant 
facilities were being created for the 
manufacture of NC-based paints. 

At the same time, with the wholly- 
owned subsidiary. Pentasia Investments, 
acquiring I9,10,0(X) equity shares of Rs 10 
each in the share capital of Pentasia 
Chemicals from the Dunil Nadu Indust¬ 
rial Development Corporation in May 
1991, fantasia Chemicals has become a 
subsidiary of the company. It recorded a 
turnover of Rs 10.58 crore as against 
Rs 10.33 crore in the previous year and 
earned a cash profit of Rs 115.5 lakh as 
against Rs 94 lakh in the previous year. 
After depreciation, there was a loss of 
Rs 79 lakh (Rs 109 lakh previously), 
bringing the accumulated losses to Rs 604 
lakh. 

Asian Paints has four companies over¬ 
seas, two of which, namely, Asian Paints 
(South Pacific) in Fiji Islands and Asian 
Paints (SI) in Solomon Islands, recorded 
further increases in turnover as well as in 
profits, while the two others, namely, 
Asian F^nts (1bnga) in Ibngo and Asian 
Punts (Nepal) in Nepal, showed lower 
profits despite their recording higher turn¬ 
over. Investments in all of the four com¬ 
panies earned return by way of dividend 
to Asian Paints. Returns from the Fiji 
company increased from 35 cents to 45 
cents per share of Fiji S 1 and from the 
Solomon Islands company from 20 cents 
to 30 cents per share of SI S 1. The com¬ 
pany earned, moreover, foreign exchange 
worth Rs 649 lakh (Rs 110 lakh in the 
previous year) by exports. 

GOODLASS NEROLAC 

Capacity Expansion 

Goodlass Neiolac also experienced, like 
Asian Paints, difficulties in sales due to 
the disturbed law and order situation in 
the country during 1990-91, besides the 
adverse impact of the Gulf crisis on opera¬ 
tions. While the first quarter of 1991-92 
witnessed a better outturn in business, the 
company had also to contend with the ef¬ 
fect of devaluation on its working. 

Nevertheless, Goodlass Nerolac is ex¬ 
panding operations with the establishment 
of a new undertaking at Kanpur, with a 
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licensed capacity of 15,000 tonnes of 
paints, enamels and varnishes at a cost of 
Rs 9.50 crore. and by shifting a portion 
of the licensed capacity at the existing fac¬ 
tory at Lower Parel in Bombay to a new 
unit being set up in Ratnagiri di.strict in 
Maharashtra, at a cost of Rs 6.50 crore. 
Tbwards these projecU the company made 
an issue of 32,40,000 equity shares of 
Rs 10 each for cash at a premium of Rs 20 
per share on a nghts basis to the share¬ 
holders, offering a portion also to the 
employees for subscription. The iss* was 
oversubscribed and the allotment com¬ 
pleted on July 11, 1991, increasing the 
paid-up share capital to Rs 715.23 lakh. 

BASF INDIA 

Rise in Exports 

In addition to successive bonus issues, 
BASF India has another plus point to it, 
which is that 50.97 per cent of its share 
capital IS owned by the foreign colla¬ 
borator, Badische, Anilin and Soda-Fabric 
(BASF), Germany. In addition, because 
of its diversified range of production, it 
is positioned well enough to gain on the 
roundabouts what it loses on the swings. 
Thus in the manufacture of plastics and 
tlbre intermediates—expanded polystyrene 
(thcrmocole) and ex|»ndable ptolystyrene 
(styropor)—the operations were still af¬ 
fected by irrational rates of import duty 
on raw material vis-a-vis finished product 
(since rationalised to a considerable ex¬ 
tent; see EPW, May 9, p 982, and March 
7, p 493), but leather chemicals business 
showed improvement and agrochemicals 
and colours and dispersions registered a 
substantial increase in turnover and pro¬ 
fits. The company also deals in import of 
BASF AG chemicals, the business of 
which was satisfactory, though it was par¬ 
tially affected during the last quarter of 
the year by the credit restrictions instituted 
by the Reserve Bank of India. However, 
since imports now have been liberalised 
and RBI restrictions also removed, the 
company is likely to be doing better in this 
business as well. At the same time, the 
company is exporting pesticides and dyes 
mainly to Germany and Russia, while it 
is exploring the possibilities of export of 
Its products to other markets. 

Meanwhile, the company achieved in 
1990-91 excellent performance in exports 
with turnover r^hing Rs 817 lakh, repre¬ 
senting a growth of 242 per cent over the 
previous year. This included exports of 
Rs 578 lakh to hard currency areas. 
Demand for the company’s speciality 
chemicals is running in excess of existing 
capacity, and the company has taken steps 
to debottleneck production facilities, the 
impact of which will be .seen in the results 


for the year 1991-92. It has also received 
government approval to broadband its 
licence to manufaaure pour point depres¬ 
sants to permit manufacture of a wide 
range of oilfield chemicals and products 
required by the refineries, while orders 
placed already by the ONGC are being ex¬ 
ecuted under the guidance of BASF AG. 

KANLSHK STEEL INDUSTRIES 

Rolling Mill Project 

Kanishk Steel Industries is implemen¬ 
ting a steel rolling mill project in the in¬ 
dustrial estate at Gummidipoondi 
develoFied by the government of Ihmil 
Nadu. The company has been promoted 
by OPG Enterprises which has varied in¬ 
terests, princtpally tn steel-related in¬ 
dustries, i e, ship breaking, processing of 
melting scrap, steel making and rolUng as 
well as manufacture of steel tubes and 
pipes. The project, estimated to cost about 
Rs SfK) lakh, IS coming up fast With two 
independent lines—one for the manufac¬ 
ture of heavy rounds, large .sections like 
girders, beams, channels, angles and 
special profiles and another for reinforce¬ 
ment bars (CTD bars) and wire rods— 
the rolling mills will cater to the needs of 
a very wide and expanding market. 
Gummidipoondi, only 46 kms from 
Madras, is a major consuming centre and 
is well connected by road and rail. 
Kamshk’s products are already meeting 
the requirements for rolled material at 
Bangalore, Ernakulam, Coimbatore, 
Trichy, Madura, etc The promoter- of 
Kanishk Steel have ambitious plans for 
widening the company’s product range to 
cater to sophisticated markets. Spring steel 
flats and alloy constructional steel will 
meet the requirements of the automobile 
sector in Ikmil Nadu which at present gets 
its supplies from the west and the north 
and special profiles and large diametei 
round will cater to the engineering in¬ 
dustry. Wire rods in different ranges of 
carbon will meet the needs of the wire 
drawing industry and electrode manufac¬ 
turing units These are all high value 
added items. 

CALIFORNIA SOFTWARE 

Software Technology 
Park 

California Software is a public limited 
company incorporated in Madras with an 
equity of Rs 3 crore Chemoil Corpora¬ 
tion, San Francisco, holds 25 per cent of 
the equity. California Software is setting 
up a 100 per cent export-oriented software 
technology park at Beiuuit Nagar, Madras. 
Sanction of the department of electronics 
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has already been obtained. An IBM 
AS/400 machine with Synon 2E software 
is proposed to be installed at this park. 
A 486 based Unix system with Oracle and 
two 386 based Novell LAN systems has 
been installed. VSNL has been approach¬ 
ed for providing a high speed dedicated 
data link (64KB) to US. Chemoil Cor¬ 
poration is the largest independent sup¬ 
plier of marine fuels in the United Slates. 
Hobert V Chandran, founder and chief 
executive of Chemoil, has an intimate 

IN THE CAPITAL MARKET 


Krishna Plastochem 

Krishna Plastochem, promoted by 
Kishor Doshi along with Jayant Doshi 
and H M Dhakhada. is implementing an 
expansion-cum-diversification pro¬ 
gramme entailing an estimated capital 
outlay of Rs 614 lakh The programme 
envisages expansion of the company’s 
existing manufacturing capacity of 
plasticisers and esters and also diver¬ 
sification into the manufaaure of oxalic 
acid. The basic raw material is alcohol 
for v|||ich the' company has received 
assurance from the government of an 
annual quota of nine lakh bulk litres, the 
other raw materials being butanol, acetic 
acid, etc, which are indigenously 
available Tb part rinaoce the project the 
company is entering the capital market 
with a public issue of 31,20,000 equity 
shares of Rs 10 each at par aggregating 
Rs 312 lakh. The remaining cost is being 
taken care of by the promoters (Rs i30 
lakh), friends and a.ssociates of pro¬ 
moters (Rs 77 lakh), state subsidy (Rs 20 
lakh) and term loans from GSFC, banks 
and others (Rs 75 lakh). The programme 
is expected to be completed by the middle 
of September 1992. The issue opens on 
June 5. PNB C^apital Scrvic'es are the lead 
managers to the issue. 

Samudra Shoes 

Samudra Shoes has been promoted by 
a group of technocrats and entrepreneurs 
headed by a leading leather technologist, 
Natarajan Viswanathan The company 
will be a 100 per cent expvirt-oriented unit 
for manufacture oi different types of 
shoes conforming to international stan¬ 
dards. Samudra Shoes is in the process 
of setting up a 100 per cent export- 
oriented unit at Sholinganallur on the 
outskirts of Madras The project will be 
implemented in two phases In pha.se I. 
the company proposes to manufacture 
2,500 pairs per day of soccer shoes which 
will be sold under the' brand name 
'Lotto'. In phase II, the company pro¬ 
poses to manufacture children’s, ladies' 
and men’s classic shoes Lotto will 
transfer technical know how and the 
latest designs of sports shoes to Samudra 


knowledge ot the bunker fuel business 
and sees a requirement for customised 
computer applications based on the data 
processing experience within Chemoil. He 
has established Amsoft Inc, an affiliate 
company, as t he vehicle for this venture. 
Am.soft will be responsible for marketing 
and support while development work will 
be accomplished in India by California 
Software. Amsoft will have a competitive 
advantage due to the relative cost of pro¬ 
grammers in India compared to those in 


Shoes on an ongoing basis. Lotto will 
also supply the soles for the shoes. The 
project would be set up at a cost of 
Rs 5% lakh Of the total project cost, the 
promoters’ equity would be Rs 240 lakh 
and the company proposes to enter the 
capital market in the latter halTof this 
year to raise the balance of Rs 356 lakh. 
Ordcis for plant and machinery have 
been rinalised. Construction, civil and 
electrical works arc being carried out by 
Best & Crompton who will execute the 
job on turnkey basis. The company 
expects to commence commercial pro¬ 
duction by this September. Pan Jupiter 
TVading (S) Pie, Singapore licensees of. 
Lotto in South Asia will participate to 
the extent of Rs 60 lakh in the promoters’ 
equity and has underwritten the entire 
production of soccer shoes. Negotiations 
are under way for finalising marketing 
tie-ups for the products to be manufac¬ 
tured in pha.se II 

Tatia Skylines & 
Health Farms 

Titia Skylines & Health Farms is set 
ting up sophisticated health farms-cum- 
holiday resorts. The company ha.s entered 
into agreement and taken possession of 
land in two prime locations—in the 
gtrvernmenl-recognised tounsm develop¬ 
ment r.une of Mahabalipuram and in 
Thali region of Thmii Nadu near the 
Bannarghata wildlife sanctuary and ad¬ 
jacent to pearl valley llic promoters have 
negotiated marketing tie-ups in Japan, 
Italy, UAE and UK with the purpose of 
inviting elite foreign members for the 
scheme and to enroll corpciratc member 
ships of multi-national companies The 
cost of the project is estimated at Rs 50 
crore and will be financed through equity 
share capital of Rs 10 crore, pronuiccis 
Rs 2 50 crore and ptibln. Rs 7 50 ciore 
and institutional luiidiii..ts and iiiemhei 
ship deposits ol Rs 40 siore 

Nahar Spinning Mills 

Nahar Spinning Mills ol the OWM 
group IS setting up a spinning unit with 
a capiaty of 50.400 spindles, to manulas 
lure cotton varn .it Mandideep in 


the United States or Europe. CMifornia 
Software will assist companies in conver¬ 
sions from one computer hardware plat¬ 
form to another. A substantial number of 
these conversions are expected to be from 
a network of personal computers to a mid 
range system such as the AS/400. 
California Software will provide customis¬ 
ed applications as part of these conver¬ 
sions. Most of the programming is intend¬ 
ed to be done ‘offshore’ in the STP at 
Madras. 


Madhya Pradesh at a loul estimated 
capital outlay of Rs 76.18 crore. To part 
finance the cost of the project, the 
company is making a rights issue of 
Rs 23,06J85 equity shares of Rs 10 each 
at a premium of Rs 190 per share ag¬ 
gregating to Rs.46,12,57,000. The com¬ 
pany also intends to retain 15 per cent 
oversubscription. The rights issue is open 
and will close on June 8. The company 
has performed well during the year ended 
31 3.92. Exports have increased from 
Rs 75.86 crore to Rs 84.43 crore, a rise 
of 13 per cent. The company is also 
negotiating with a leading Japanese 
trading house for setting up a 100 per 
cent export-oriented textile fabrics unit 
in joint venture with buy-back arrange¬ 
ments of the entire production of the 
unit. The Japanese delegation is visiting 
India shortly for finalisation of the 
project. 

Akar Laminators 

Akar Laminators of V T Sheth at 
Ahmedabad is expanding capacity for 
the manufacture of polyester/poly- 
laminated and multilaminaled printed 
hygienic, moisture proof flexible packag¬ 
ing material used for packing food pro¬ 
ducts, paan masala, cosmetics, soaps, 
shampoo, tea, coffee; and so on. The 
company is expending Rs 4.30 crore on 
expansion which is to be ready by 
Dwember this year With the expanded 
capacity the company expects to declare 
dividend in the very first year of opera¬ 
tion. The proposed expansion is to in¬ 
crease the existing capacity by more than 
10 times from 240 tonnes per annum to 
2,500 tonnes per annum. The kind of 
flexible packaging material being produc¬ 
ed IS III short supply, with demand in 
1993-94 rated at 25,0510 tonnes and run¬ 
ning ahead of supply by I0,(XX) tonnes 
The company has projected a turnover 
of Rs 33 60 crore foi 1992-93 and pre-tax 
profits at Rs 3 crore Akar I aminators 
IS entering the capital market on June 9 
with an oflei ol 21,94,5(X) equity shares 
of Rs 10 each foi .subsciiplion lor cash 
at par to the public, with C^anbank 
1 itiancial Sersiccs and Syndicate Bank 
as the lead manage: s ol the issue 
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POLICY WATCH 


Banks, the Stock Market, and 
Making Money 

JM 

Even a cursory assessment of the stock market-cum-banks scam 
should reveal that the problem is systemic and structural, that just 
making scapegoats of certain individuals or making out that the 
problem is essentially one of corruption will not do away with the 
forces responsible for the scam. Ultimately, what has happened 
reflects a major failure of government economic and financial 
policy. 


THE extraordinary thing about the recent 
crash in share prices and the associated 
stock market-cum-banks scam has been 
not the scam itself but the reactions it has 
evoked among politicians, press and even 
policy-makers. These reactions have rang¬ 
ed from the sensationalist to the emo 
tional, but common to m<ssi of them has 
been a tendency to miss tfie point about 
the real implications of this phenomenon 
and the process of which it is a part. The 
concentration has been almost entirely on 
individuals—dominantly the 'Big Bull’ 
Harshad Mehta whose operations in the 
markets had earlier been regarded with a 
mixture of wonderment and envy, but also 
more recently other brokers and the 
managers of several banks who are close¬ 
ly implicated in the messy transactions, 
indeed, the focus on individuals rather 
than issues and on the roots of the pro¬ 
blem has been reinforced by the finance 
minister himself, who is reported to have 
claimed that “the present investigation 
into the banks-stockbrokeis scandal has 
presented an opportunity to punish and 
rid the system of undesirable elements”. 

Thus, the problem has essentially been 
seen as one of corruption, indicating that 
heads should roll—of the criminals and 
those who abetted them or at least allow¬ 
ed them to prosper. And, inevitably, in this 
environment where the premium is on 
finding scapegoats for the stock prices 
crash, demands are also being raised for 
the resignation of not only the Reserve 
Bank governor but the finance minister 
as well. But even a cursory assessment of 
the phenomenon should reveal that the 
problem is much more a systemic and 
structural one, and that simply making 
scapegoats of certain individuals will not 
do away with the forces that have allow¬ 
ed the scam to occur. Indeed, without 
looking into the basic problems underly¬ 
ing the scam, attempts to deal with it are 
only likely to skim the surface, and 
perpetuate conditions for worse scams in 


future. Ultimately, this scam has reflected 
a major failure of government economic 
and financial policy; the danger is that of¬ 
ficial policy-makers seem to have learnt 
nothing from it. 

Consider the main features of what has 
emerged so far in the ‘scandal*. While the 
basic result of it was of course the fall of 
the stock market indices and the sudden 
collapse of the bullish sentiment which 
had dominated the markets until then, the 
real issue was the discovery of widespread 
irregularities in financial sector function¬ 
ing. The chief such irregularity was that 
Bankers’ Receipts (BRs) for government 
securities, which are supposed to be traded 
only between banks, were being traded 
openly with brokers intermediating in 
these exchanges. Also, certain banks were 
indulging in forward transactions in these 
paper instruments so that when the crash 
came, BRs could not be squared with the 
securities that they were supposed to have 
been issued against. Although those thus 
caught short seems to be relatively few, it 
is now clear that such practices were fair¬ 
ly widespread, involving not just a few 
banks but most of the banking sector with 
the foreign and private sector banks in¬ 
volved to a disproportionate extent. 
Moreover, it is now known that these prac¬ 
tices had been going on for quite some 
time despite RBI guidelines to the con¬ 
trary. The fact of a time lag (of a few days) 
between registration of security transfers 
between banks and movement of funds 
against BRs allowed possibilities for 
profit-making with the funds in the inter¬ 
vening period, and provided an incentive 
not only for brokers but also the banks 
that they acted for. In addition, there have 
been suggestions of-fraud in terms of 
forged BRs, and a prima facie case has 
been established that some (largely public 
sector) banks had advanced money 
without proper guarantee and that certain 
other (largely private sector) banks had 
issued guarantees without requisite funds. 


However, no real case of fraud has yet 
been established and charges of criminal 
activity, as distinct from sharp and 
irr^ular but legal banking practica, con¬ 
tinue to remain in the sphere of specula¬ 
tion. Finally, there is dear evidence of in¬ 
sider trading on the exchanges. But since, 
remarkably, there is no regulation agunst 
insider trading in India, such trading 
cannot be deemed illegal however un¬ 
desirable it may be: 

Given these features, a number of 
serious implications emerge for the func¬ 
tioning of the financial system. But a few 
red herrings which have received much at¬ 
tention in the media need to be dispens¬ 
ed with. Firstly, the sympathy of media 
persons and pohtidans towards those who 
have lost money because of the minicrash 
in the stock market, and the prestmtation 
of* the matter as a sob-story where 
countless small investors may have lost 
their life savings due only to the nefarious 
activities of a few rich crooks, is, to say 
the least, somewhat misplaced. Indeed, 
the self-obsession of the middle class, and 
Its preoccupation with its own minor pro¬ 
blems, could go no further. Stock markets 
do fluctuate; that is part of their essence 
Investment in stocks and shares is ob¬ 
viously risky, and those unwilling to bear 
that risk have no business putting their 
money in this area rather than the many 
other more secure channels of financial 
investment. If the desire to make a quick 
buck predominated, fuelled by a media 
that encouraged people to believe the 
boom would never end despite cautkNiary 
warnings from some financial experts, 
then the failure to achieve that quick buck 
should not be a cause of much concern 
for policy. Certainly, it does not justify the 
same press to act like bloodhounds now. 
In any case, even the current levels of stock 
market indices are well above the sus¬ 
tainable level estimated by experts, and 
further correction through downward 
movement may well be imminent. Those 
who purchased shares when the market 
was at its peak and have subsequently lost 
out were certainly foolish, but they can 
hardly be descril^ as trasic figures. 

The point is that the fall was inevitable, 
since the market had increased well 
beyond reason, particularly in the heady 
days just after the budget was presented. 
The question was simply one of timing, 
of when the bullish phase would finally 
end, and it so happens that the discovery 
of financial irregularities in which the 
largest and most publicised ‘bull’ was in¬ 
volved proved to be the catalyst for the 
fall. But to ascribe the prior rise solely to 
the activities of one bullish operator, or 
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even of a caucus of bulls including direc¬ 
tors of certain banks identiried as prin¬ 
cipals in the scam, is a total misrepresen¬ 
tation of reality, in fact, the main factor 
behind the speculative fever was official 
encouragement, first, through statements 
of policy-makers who attributed the boom 
to the success of their policies and refus¬ 
ed to admit that the fundamentals were 
all wrong. And, secondly, the sops in the 
budget this year, such as the abolition of 
wealth tax on shareholding and the reduc¬ 
tion of capital gains tax upon increases in 
share values, which signalled to people at 
large that the government wanted even 
higher share prices than the already high 
ones ruling before the budget. The real 
impetus for the exorbitant rise in share 
prices thus came not from a few operators 
or even bank managers based in Bombay, 
but from the corridors of power in New 
Delhi. 

Another argument which has found 
some public expression is the wholly 
nonsensical one that the stock exchange 
crash, the financial irregularities and other 
aspects of the scam can all be ascribed to 
the lack of computerisation of banking 
operations due to trade union pressure. It 
was alleged, not simply by the govern¬ 
ment’s most loyal apologists in the press 
but also by finance ministry officials, that 
this allowed accounts to be delayed and/or 
falsified, and this created opportunities 
for misuse by unscrupulous operators. 
The absurdity of this argument can easily 
be seen from the fact that some of the 
most heavily implicated banks are sub¬ 
sidiaries of multinational banks in India, 
whose operations are fully computerised 
and whose functioning is supposed to be 
a model for Indian banks to follow. 
Furthermore, the experience of London 
and New York over the 80s .should sug¬ 
gest that, if anything, bank frauds and 
irregularities can occur even more fre 
quentty and with greater intensity when 
computerisation is the order of the day. 
Indeed, only those totally innocent of 
what computers do could have thought up 
this one, because it should be obvious that 
computers are simply a device for faster 
accounting and whether this is used to 
keep honest accounts or to cook the 
books more efficiently depends entirely on 
the people using the %nachines. in any 
case, as has been made clear by now, 
failure to computerise the relevant branch 
of the RBI had nothing whatsoever to do 
with the unions. 

Similar are the claims that the present 
scam shows up the greater ineffiaency and 
corruption in our nationalised banks than 
in the private sector. Some public sector 
banks, particuiacly the National Housing 
Bank, have come out extremely poorly in 
the episode but, by and large, even these 
banks appear to have been more scammed 


against than scamming as far as the cur¬ 
rent scandal goes. Their main failing was 
the advance of large sums without pro¬ 
per guarantees. This must be the result 
either of criminal conspiracy or sheer 
gullibility, almost certainly at the highest 
decision-making levels, raising disturbing 
questions regarding the probity of some 
people .so far entrusted with running the 
banking system. On the other hand, it is 
the private banks, such as the Bank of 
Karad, the Metropolitan Co-operative 
Bank and the Bank of Madura which have 
been identified by the RBI as principal 
sources of dubious BRs. 

Several foreign banks, principally 
Standard Chartered and ANZ Grindlays, 
also seem to have been fairly closely in¬ 
volved in such activities, thij former 
having advanced money without proper 
security while the latter allowed itself to 
be used as a conduit by which what 
should have been bank-to-bank transac¬ 
tions ended up in the personal accounts 
of certain brokers. Moreover, it is now 
clear that it is the private sector banks, 
both private and foreign, who have been 
the main transactors in the market for 
BRs, obviously as a means of window- 
dressing accounts to circumvent RBI 
reserve requirements. And this practice, to 
which the RBI seems to have turned a 
blind eye thereby encouraging even public 
sector banks to enter when the need to 
show profits became greater, was one in 
which the private sector was far more 
adept than the public sector. Last year, the 
half a dozen foreign banks in India made 
pre-tax profits of Rs 1,000 crore, a much 
larger share of their^worldwide profits 
than of their worldwide turnover. It is not 
unlikely that their efficient computerised 
handling of such practices, which though 
dubious are profitable when the stock 
market is booming, contributed to this. 
The simple fact is that when stock markets 
are booming, access to cheap liquidity 
allows large profits to be made and banks 
and brokers were able, because the RBI 
was not properly monitoring such tran¬ 
sactions, to treat BRs almost as if they 
were negotiable instruments. Those who 
were able to buy cheap and sell when 
scrips were dear must already have balanc¬ 
ed their books, while those who were left 
holding forward deliveries when scrips 
crashed ^le those who are likely to be 
identified in the scam proper. It is true 
that some public sector banks pre¬ 
dominate in this latter category, but this 
may only show that they were operating 
a dubious system less efficiently than the 
ones who might have got away. 

These misconceptions aside, however, 
this whole episode does reveal some ma¬ 
jor flaws in the functioning of the capital 
markets and the financial sector general¬ 
ly. Thus, there is obviously need to devise 


a proper system of prudential regulation 
for banks and stock markets. The regula¬ 
tion of stock-broken leaves much to be 
desired, and clearly insider trading is now 
much too prevalent to be ignored. If stock 
markets are to become viable instruments 
of mobilising savings for industry, rather 
than unstable vehicles for the enrichment 
of a few dealers, it is necessary to tighten 
up regulations significantly and give much 
more teeth to the regulaton. In addition, 
given the fact that the scam relates mainly 
to the irregular issue and use of BRs so 
that in effect banks could create near- 
money, whereas the whole purpose of 
compulsory purchase of government 
securities is to restrict monetary growth, 
the discovery of these practices cries out 
for a close look at the possible con¬ 
sequences of the creation of such 
derivative instruments in the course of 
financial liberalisation. 

There are really two interrelated aspects 
to the recent happenings. The first is the 
incredible rise in stock market indices, 
almost oblivious to the movements in the 
real economy. And the second is the essen¬ 
tially covert financial innovation by the 
banking sector which allowed the layeted 
creation of quasi-moneys. The two fed 
into each other so closely that separation 
becomes a chicken-and-egg question. 
Thus, the stock market boom made it pro¬ 
fitable for banks to create liquidity to 
allow for more investment in rapidly ris¬ 
ing shares, while the very inflow of such 
funds gave a massive upward pressure and 
made for the ‘bull run* on the exchanges. 
In both of these aspects, it is important 
to move away from a concentration on the 
issue of corruption, to a consideration of 
the processes which allowed them to occur 
at all. The latter should be the actual con¬ 
cern of policy-makers, but it is here that 
deficiencies are most glaringly apparent. 

Ikke the issue of dealing with financial 
innovations, both regular and irregular. 
The Narasimham Committee report, 
which was to deal with this specifically, 
and whose implementation is now being 
touted as a solution to the scam, in fact 
did not devote much serious considciation 
to the matter at all. Apart from fervently 
repeating the mantra of ‘liberalisation*, it 
really had nothing to say on establishing 
guidelines for healthy functioning of the 
financial system in a newly deregulated 
environment. The chapter on capital 
markets, which talks enthusiastically 
about private mutual funds and is in 
favour of expanding both the instruments 
available to and the number of players in 
the merchant banking business, is the 
weakest and most sketchy of all. And, in 
particular, the recommendations on 
regulation must be music to the ears of 
any future would-be Harshad Mehtas. 
Thus the report says, “The main respon- 
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sibiiity for ensuring prudential norms and 
safeguards would thus be with the banks 
themselves who should send periodic 
returns to the supervising authorities on 
these aspects. . Our preference, accor¬ 
dingly, is for ensuring off-site enfonxmenl 
of rules with on-site inspection being oc¬ 
casional and designed to assure the super¬ 
visory authority that internal audit and 
inspeaion procedures and aspects such as 
credit appraisal systems are in proper 
place and adequate and conform to well 
laid down norms and that the regulations 
are being properly complied with” [Report 
of the Committee on the Financial 
System, p 130, emphasis added]. The re¬ 
cent scam has shown (ust how easy it is 
to misuse such autonomy given to banks, 
and indeed the magniiudes involved may 
yet turn out to be dimensionally similar 
lo the total doubtful loans to the priority 
sector whose existence was the commit- 
lec’s basic excuse for lecommcnding 
drastic cuts in such lending. Furthermore, 
the need to cxcrci.se some sort of control 
over the creation of derivative money is 
increasingly rc-cogniscd in the developed 
countries, wheie rinancial innovations 
have often led to major messes in the 
functioning of markets. There is no way 
in which the underlying problems can be 
solved through the implementation of the 
recommendations of the Narasimham 
Committee report which, besides being 
weak analytically, is a masterpiece on how 
to deflect blame from past and future 
misdemeanours of bankers themselves. A 
proper system of prudential regulation 
would have to be based on a much more 
definite framework. 

Such a framework is even more 
necessary now, because ty;sides stoking an 
overheated stock inarkc;, and creating 
conditions where an under-regulated 
financial sector has been given the incen¬ 
tive lo earn profits however they can, the 
government has also substantially increas¬ 
ed the responsibility of banks, and thereby 
the scope for further abuse, by adopting 
the Liberalised Exchange Rate Manage¬ 
ment System (LERMS). This along with 
partial rupee convertibility were innova¬ 
tions adopted in part so that the finance 
ministry could usurp control over inter¬ 
national trade ftoni the commerce 
ministry. Delinking* foreign exchange 
^balancing from customs and allowtng free 
ii.’Jcr-bank maikrting of foreign exchange 
aa- ■meant lo reduce hassles in foreign 
cxchaiilitc rnanagcniciii and make it more 
market-fi'.iendly. But tlic-y also create the 
possibility H>l banks coming up with 
related derivative instruments and this 
leading to fu^ (her .scams, this time in the 
far more ciifical aiea of the nation's 
foreign exchar'ge reserves 

Ultimately, t^herefotc. ;tv mam issue i.s 


that of the prop^ balance between finan¬ 
cial libemiisation and the regulatory 
aspects required to susuin a credible 
financial system and an effective 
monetary policy. The experience with 
fmancial literalisation in the US, UK and 
Japan has been less than happy and 
central banks and other regulatory agen¬ 
cies there are now tightening controls. The 


problem in India is that their countei 
parts, the Reserve Bank .and SEBI, are 
simply too much under the thumb of 
North Block where the roost today is ruled 
by those who are gung-ho about liberalisa¬ 
tion but who, as their actions have indi¬ 
cated time and again, ate less than fully 
conversant with the complexities of 
macro-econom ics. 
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INTERNATIONAL AFFAIRS 


IChinese Art of Defiance 

Igpd 

, The Chinese nuclear explosion is an act of defiance o f the 
international distribution of power. 


|tHERE are two obviously nice things 
I about Venkata raman’s visit to China. The 
f first is that this is the Indian president’s 
! first visit to that country. The second is 
that Venkataraman is concluding his term 
of office with a visit to an Asian state and 
that too China International visits of 
heads of stales (as against those of heads 
of governments) do not carry much signi¬ 
ficance. All the right things are said, the 
usual sightseeing is done and the head of 
state then returns home after a session or 
two of formal diplomatic talks and a cou¬ 
ple of banquets. 

Normally Venkataraman's visit would 
have been no different. Already it suffered 
from one singular disadvantage. This was 
the first visit to China by a president of 
India. TVuc, China is not the US It is noi 
the IMF or the World Bank either. Even 
so, the president’s visit need not have 
waited till the fag end of his term. Earlier 
Rajiv Gandhi had done the same thing in 
1988. A prime minister with almost a 
monstrous majority behind him in parlia¬ 
ment had to travel to China at the very 
end of his term He went there with an 
election in mind. Americanisms have 
started dominating our thinking since 
Rajiv Gandhi’s days. Rajiv Gandhi had 
probably thought that he would use the 
China visit fot electoral purposes. Foreign 
diplomatic ventures are a part of American 
president’s image-building etforts. The 
Rao government probably read the signals 
wrong. !t might have thought that if the 
late prime minister went there at the fag 
end of his term, the president must do the 
same. Anyway, it is to be welcomed that 
the presidential visit did finally happen. 
Coming at the end of his term did detract 
a bit from its usefulness, but not entirely. 
It could not have. 

The reason for this is quite simple. 1'he 
Chinese were not willing to let the visit die 
a dull, protocol-induced death. President 
Yang Shangkun and other leaders were 
determined to invest it with as much 
political significance as possible. They 
wanted to turn Venkataraman’s visit into 
a political event and succeeded in doing 
so. India matters to us, the Chinese seem¬ 
ed to be saying. How the US treats India 
matters to us. How India reads the inter¬ 


national situation also matters. Points 
were being made, and important ones at 
that, in Beijing and in other places for the 

benefit ol the Rao government 

■ 

The first of these was inevitably about 
the border, l.i Peng did say that some 
general principles had Ixeen agreed upon 
So the process of a solution to the intri¬ 
cate Dorder dispute may be in sight. This 
may be fue, but it is also undeniable that 
the border negotiations bfiween India and 
China aie noi moving towards a solution 
as rapidly as they should be. We have 
taken enough time ovci the initial spade¬ 
work. It IS also time to acknowledge that 
the major political decision regarding the 
border question has to be made, in Delhi 
and not m Beijing. The initiatives have to 
be now bolder and faster The Chinese are 
wilhnic to wait, of course. 

The slow pace is unmistakable Premier 
1 1 was unwilling to blame India for the 
delay But the note that he struck on the 
question seemed to underline that a lot 
more work has still to be done. Of course, 
the more important political decisions 
have yet to be made. The cautious, yet op¬ 
timistic, remarks by Li Peng .ieemed to 
suggest that. Our external affairs minisiry 
people are bound to know where the whole 
thing stands today. 

The patient Chinese have once again 
reiterated that they are willing to wait and 
that settlement of the border question is 
not a pre-condition for normal Sino- 
Indian relations. This position was duti¬ 
fully indicated once again during the 
president’s visit. But the government of 
India has got to realise that this is not, and 
cannot be, a permanent jxtsition If the 
border settlement does not come about in 
the next few years, there would be pro¬ 
blems. Our government must sec this. Not 
that there are no technical and formal pro 
biems in the border question. To be sure, 
there are plenty. But the political decision 
has to be taken mainly in Delhi, in the 
‘give and take’ on the border, India has 
to do a lot more ‘giving’ than the Chinese. 
The political decision really relates to that. 
We have got to make up our minds. 

It would be a mistake to believe that 
The border’ is just one of many issues bet¬ 


ween India and China. In some sense, it 
IS ihe issue. That is the reason why the 
Chinese leadership keeps going back to it 
all ihe time and will continue to do so as 
long as It perceives no reason for despair 

The othei remarkable thing about the 
Chinese position as articulated during the 
president’s visit was the manner in which 
the Chinese reacted to the US efforts to 
.scuttle the India-Russiu coniiact lor the 
supply of a civogenic engine to power a 
space-launch The Chinese have been 
quite blunt with the Americans lately 
Their outburst on ‘internationalrsing’ 
human rights was a case m point The 
C'hinese posiiion has to be understood in 
terms of the politics ol power It is cer¬ 
tainly not for the wesiern nations to talk 
of human rights in other countries. The 
Chinese suspect, and rightly so that Ihe 
human rights issue is being turned into a 
political weapon, a vulgar device of inter¬ 
national dominatitm India was being 
reminded of what is m store foi weak 
countries ol the third world It is impor¬ 
tant to take a position agamsi ihtii Hence 
the Chinese support to the india-Russiu 
agreement and then opposiiion to the 
American propensity to det ide and legis¬ 
late on othei states’ behaviom. 

The massive underground nuclear ex¬ 
plosion by China this week was a remar¬ 
kable eveni One does noi know if the 
president (and the prime minister) con¬ 
gratulated the Chinese on it. It would be 
unfortunate if this explosion were seen as 
symboli.sing ‘the nuclear threat from 
across the border’, as one newspaper 
editorial actually put it It is not our con¬ 
tention that there will never be a security 
threat to India from China, or for that 
matter from any other country. It would 
lake a brave man to assert that. But wc 
would be missing the point if we ignored 
the art of defiance that is inherent in the 
latest Chinese explosion The Chinese 
nuclear explosion is an acl of defiance of 
the international distribution of power. 
Bush and his ilk seem to think that the 
world belongs to them; the Chinese ques¬ 
tion that belief; and they would like to 
question it in the company of as many 
countries as possible. 

An American legislator makes bold talk 
about the internal affairs of India as if this 
country were his backyard. He gets away 
with it. The Americans tried to do the 
same in Beijing. They were promptly ask¬ 
ed to leave. There is a lot to learn from 
this attitude. Let us hope the president a 
his aides have brought this message 
home and that they actually shar 
Narasimha Rao and [,is collf 'vith 

-agues 
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CIVIL LIBERTIES 


Free Speech and Meetings 

A G Noonini 

In Tkmil Nadu it is not only the freedom of the press which is in 
peril. The right to hold public meetings has also come under a 
cloud as result of orders by police authorities. The right to 
freedom of expression and the right to assemble peaceably and 
without arms are closely intertwined. A recent case decided by the 
Madras high court in this regard causes some disquiet. 


n is high lime that civil liK-nies organua- 
tions conducted a review of the state of 
civil liberties in Thmil Nadu in a careful, 
thorough and objective manner. It is not 
only the freedom of the press which i in 
peril but the nght to hold public meetings 
has also come under a cloud as a result 
of orders by police authorities. The two 
rights—freedom of speech and expression 
and the right to assemble peaceably and 
without arms—are closely intertwined. 
Freedom of speech of guaranteed as a 
fundamental right by article 19 (1) (a) of 
the Constitution Its clause (b) embodies 
the right to a.ssemblc peaceably and 
without arms Both arc, however, subject 
to “reasonable restrictions” on grounds 
specified m clau.scs (2) and (3) of article 
19 respectively The governing considera¬ 
tion in (he case of public meetings is 
“public order" The other ground men¬ 
tioned in clause (3) is “the sovereignty and 
integrity of India" 

Once a speaker at a meeting opens his 
mouth the guarantee of free speech ap¬ 
plies and so do the grounds of “reasona¬ 
ble restrictions” listed in clause (2). 
Meetings are held only in order to exer¬ 
cise the right to free speech—unless they 
are purely social gatherings where also 
conversation flows freely. The chief justice 
of India S M Sikri was. therefore, in error 
when he said in the leading case on the 
right to hold meetings Himatlal vs police 
commissioner. Ahmt^bad, decided near 
ly two decades ago, that “we do not think 
that article 19(1) (a) is attracted on the 
facts of this case” The right to the 
freedom of >peech was certainly involved. 

Before turning to the Ikmil Nadu cases, 
let us consider just what the Supreme 
C'ourt decided. Ii ruled that in India a 
citiren had. even before the Constitution, 
a right to hold meetings on public streets 
subject to the control ot the authorities 
regarding the time and place ol the meet 
ing and the interests of public ordei The 
Slate cannot impose unreasonable restric 
non on this right Section 33(1) (O) the 
Bombay l\)licc Act, 1951 which empowers 


the police commissioner to make rules to 
regulate meetings and processions was 
upheld. Without it there would be no 
power to regulate meetings at all and there 
would be chaos. But one rule (Rule 7) 
which he had made was declared void on 
the ground that it gave him a blanket 
power to accord or refuse his permission. 
Meetings without such permission “on the 
public street” were forbidden by the rule. 
It is a valid criticism of the judgment that 
it made no distinction between a meeting 
on the public highway as such and a pubhc 
place. The primary use of a public high¬ 
way is passage. No obstruction to this use 
is lawful. It IS the right of every citizen to 
pass along a highway. Processions which 
enable exercise of this right are lawful. 

The situation in Ikmil Nadu is ably 
described in an article entitled ‘The threat 
to free speech’ by D Naga.saila and 
V Suresh in The Hindu of May 3. This 
wntcr is indebted to them. They recall that 
in 1991 in the Madras high court the peti¬ 
tioner K Thiagarajan was denied permis¬ 
sion to hold a meeting because the police 
had banned all meetings tor 15 days. Such 
orders are notoriously renewed. The ban 
was to expire on September 25, 1991. The 
petitioner sought permission for a meeting 
to be held on September 27, 1991 It was 
refused. 

The Madras high court st ruck down the 
order of the commissioner of police, 
Egmore. It said “merely under a pretext 
or assumption that there would l>e a 
breach of peace or a law and order pio- 
blem would be created, sum mary rejection 
of an application for the conduct ot a 
meeting could not be permitted” (italics 
mine throughout). The court deprecated 
the practice of issuing unending orders 
under the City Police Act to keep the pro¬ 
hibition orders “ever in force". 

But a recent case decided by the Madras 
high court causes some disquiet K Thiaga¬ 
rajan sought police permission to hold a 
public meeting to commemorate the death 
anniversary of Bhagai Singh The peti- 
tionei himself undertook to give an under¬ 


taking that the meeting would be confin¬ 
ed to speeches on Bhagat Singh. The per¬ 
mission was nonetheless refused on the 
usual ground of law and order. The 
writers of the article report as follows: 
“Having accepted that the refusal to give 
permission to hold the meeting was con¬ 
trary to our constitutional provisions the 
high court imposed its own conditions 
before giving permission for the swe.” 
The high court directed that the meeting 
could be held only if the speakers gave an 
undertaking to speak only on Bhagat 
Singh and his policies and that they would 
not speak “any thing about politics and 
that they would not make any statement 
or speech which would intimidate the 
general public of the locality or other 
political parties”. Each speaker was to give 
an individual undertaking. The court fur¬ 
ther directed that if any of the “speakers 
made any deviation from the undertaking 
given before the deputy superintendent of 
police or if any law and order problem 
arises out of that speech, it is open to the 
respondents to take such action by what¬ 
ever means available to maintain law and 
order”. With respect, this power to enforce 
law and order already existed as it always 
does by virtue of the statute. A court order 
was not required. The undertaking in¬ 
sisted upon by the police was clearly 
violative of the fundamental rights. The 
court’s additions to the undertaking, with 
respect, made matters worse. 

The Madras high court has a glorious 
tradition as an upholder of civil liberties. 
Its role assumes greater significance in the 
present climate of repression generated by 
the Jayalalitha government One must 
hope that this ruling will be reviewed and 
overruled in the future m an appropriate 
ease. The high court can be confidently 
relied on to uphold the citizens’ rights. 
The conduct of executive authorities in 
Tamil Nadu affecting those rights must be 
closely watched. 
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COMMENTARY 


NEW DEI.HI 

Clandestine Surrender on MIGA 

BM 

Successive governments in New Delhi had refused to join MIGA, 
the World Bank-sponsored arrangement for extending special 
protection to foreign private investfnent, on the ground that 
foreign investors, like Indian business, should rely on Indian laws 
for ensuring fair treatment and security and not on supranational 
arrangements and agencies which have the effect of abridging the 
country’s sovereignty. The government of Narasimha Rao has now 
thrown such considerations overboard and has decided, 
surreptitiously and without taking the country into confidence, to 
join MIGA. 


THE minority Congress(I) government 
has survived the trying budget session of 
parliament as well as the factional tussle 
within the ruling party which came into 
the open at the party’s Tirupati session. 
But unexpectedly and very disconcertingly 
for the government, which relies so much 
on the benevolence of the G7 countries 
and the US in particular, the US turned 
on it towards the closing stages of the 
parliamcpt session. The claims and 
demands, bilateral as well as multilateral, 
which the US administration raised were 
not surprising in themselves. What was 
new was the overt pressures mounted for 
their acceptance. The application of 
clause 301 of the US trade law and the 
sanctions against the supply of a 
cryogenic engine by Russia to India were 
brazen. The US has shown the govern¬ 
ment of India its place in the US scheme 
of things. The government of India has 
refused to cancel the Indo-US naval exer¬ 
cises in the Indian ocean, as demanded by 
the opposition. The euphoria under which 
the government had embarked on what 
were proclaimed to be revolutionary 
changes in socio-economic policy and 
searrangement of the strategic-political 
position of India has visibly waned. 

The government had believed that India 
could cosily fit into the frame of the New 
World Order, which it was persuaded to 
believe had emerged after the triumph of 
the US in the cold war and the collapse 
of the bipolar world. The belief was enter¬ 
tained in ruling circles in India that once 
far-reaching adjustments in domestic- 
policies and foreign relations were an¬ 
nounced, largess from their new allies and 
benefactors would pour in. But G7, the 
group of developed countries headed by 
the US, and their international institutions 
evidently had other ideas. Even in gran¬ 
ting credits they have been tight-fisted. 


India has to satisfy them in advance that 
their conditionalities would be fully met. 
In this process the government has 
become more and more vulnerable to ex¬ 
ternal pressures. 

A concomitant of this state of affairs 
has been that the government’s popular 
ba.se is further shrinking and its moral 
authority stands undermined. It is not sur¬ 
prising, therefore, that there is rise of 
widespread venality, corruption and 
racketeering even as the sordid cover-up 
efforts of the government expose it to 
public ridicule and anger. Public 
authorities and institutions at all levels are 
becoming vulnerable to the pressures of 
the corrupt and the unscrupulous who are 
able to get away with whatever they want 
and make large private gains. The hero of 
India in the period of the so-called struc¬ 
tural adjustment of the Indian economy 
is, after all, none other than Harshad 
Mehta. 

What is disconcerting in this sorry state 
of affairs is the inability of main.stream 
political parties and personalities to stem 
the rot. They seem to be prisoners of ef¬ 
fete ideas, narrow interests and calcula¬ 
tions of sectional advantages and an ef¬ 
fective alternative platform for reform and 
regeneration of the system escapes them. 
The articulation of popular discontent 
and effective resistance in which the 
people are getting increasingly involved 
are, therefore, taking place outside, and 
even in opposition to, mainstream politics. 
This has its own grave implications. 
Economic growth ts stalled and social as 
well as political cohesion is getting under¬ 
mined. Investment is not picking up. 
Speculators and black money operators 
are ruling the roost. Infrastructural bottle¬ 
necks are increasing. Crime is on the rise. 

Fbr all that the passage of the budget 
through parliament turned out to be a 


remarkably easy affair. Only 56 MPs 
voted against the budget in the Lok 
Sabha. The tame manner in which it was 
adopted could not have been entirely 
because, as the budget sessu'i of parlia¬ 
ment progressed, other more important 
issues of vital public interest attracted the 
attention of the mainstream political par¬ 
ties and their representatives in parlia¬ 
ment. After the opposition parties voted 
unitedly against the president’s address 
opening the budget session of parliament, 
they drifted apart. While the BJP, the 
largest opposition party, remained neutral 
on the final division on the finance bill, 
the Left-Janata combination was neutral 
over the amendment to the bill pressed by 
the BJP in favour of increasing the 
income-tax exemption limit. 

It is often said glibly that hard decisions 
have to be taken to cope with the problems 
of economic development and the pres¬ 
sure of competing social interests that 
development process generates. Hard deci¬ 
sions are bound to hurt and the question 
IS who should be hurt in India’s highly dif¬ 
ferentiated society with half the popula¬ 
tion eking out an existence at or below the 
subsistence level and the top 10 per cent 
foreclosing available surpluses for the 
satisfaction of their consumption 
demands or for strengthening their 
economic power, social prestige and 
political clout. The finance min'ster had 
to further dilute his taxation proposals, 
already heavily weighted in favour of the 
upper and middle classes, to give satisfac¬ 
tion to the articulate middle class and 
business interests which enjoy influence 
in all mainstream political parties. He did 
not face any serious problems over the 
cuts in social expenditure or in the mass 
welfare programmes. Mainstream politics 
and parties, for long under the spell of 
populism, are obviously not able to come 
to grips with the problems of either 
growth or equity. They had a fixation with 
raising the exemption limit for the levy of 
income-tax This was a matter of concern 
for hardly 7 million income-tax payers. 
While the government already claimed 
proudly that it had thrown a million 
among them out of the income-tax net 
this year, the opposition vociferously 
demanded that the limit be further raised. 
As it IS, official fiscal policy has been 
guided since the early 80s by a perverse 
priority for reducing the incidence of 
direct taxes on incomes and wealth and 
for reliance increasingly on indirect taxes, 
together with market borrowings and 
deficit financing for raising resources for 
the government The goal of widening and 
deepening the social base of direct taxa- 
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(ion of i.'’come and wealth has thus been 
cynically thwarted. 

Meanwhile, the euphoria about massive 
direct foreign investment in respon.se to 
the structural adjustment programme is 
also beginning to subside. The sponsors 
of the programme have themselves begun 
to caution the recklessly enthusiastic 
operators of the programme in India. The 
chief economist of the World Bank, 
Laurence Summers, who earned a 
measure of notoriety recently for ad¬ 
vocating shifting of polluting industries 
to the developing countries as the basis for 
capital flows from the developed to the 
developing countries, has ruled that direct 
foreign investment in the developing coun¬ 
tries would depend on their relative credit- 
worthiness and the rates of return from 
competing claims on available investment 
resources. In the “increasingly competitive 
and discriminating international capital 
nuukets". Summers has suggested, invest¬ 
ment funds tend to be conoentralec] within 
the developed countries. There is strong 
hesitation in making long-term invest¬ 
ments in markets which arc not growing 
at a fast enough pace, as in India’s case. 

It is hardly surpnsing, therefore, that 
direct foreign investment is not picking up 
as fast as expected by the government of 
India. Finance minister Manmohan Singh 
when he visited Tbkyo—these days his 
adrenalin begins to flow vigorously when 
he is abroad—talked of attracting six 
billion dollars of foreign investment in two 
years. Actually, some sort of a plateau in 
direct foreign investment seems to have 
been touched at about 600 million dollars 
of investment intentions—not actual 
capital inflow—in 1992. Of course, this is 
up from about 200 million dollars last 
year and has been hailed in ofTicial 
quarters as a signal achievement. But 
already there is a pause in new foreign in¬ 
vestment proposals. Side by side, pressure 
has been stepped up for still better term.s 
for foreign investment to match, indeed 
excel, profiuble opportunities elsewhere. 
India has to be competitive in comparison 
with Indonesia, Singapore and Mexico, it 
is being widely suggested. The government 
cannot, therefore, rest content with what 
it has already done It is being called upon 
to do much more to attract foreign invest 
ment. The latest earnest of its willingness 
to go the whole hog in satisfying foreign 
investors is the decision to join MIGA, the 
multilateral investment guarantee agency 
set up by the World Bank as far back as 
in 1986. When some months back an 
ofTicial of the World Bank mocked at 
India’s hesitation to do so by remarking 
that presumably the government in India 
thought that it had enough foreign invest¬ 
ment, it was a warning that India had to 
stop dithenng on joining MIGA. 


The faa has to be faced that social ten¬ 
sions and political uncertainties combin¬ 
ed with the decline in credit rating cannot 
but weaken the attraction of the Indian 
market for long-term investment of 
foreign capital. The facile notion of a 
large market comprising of 100 to I .SO 
million rich and upper middle class con¬ 
sumers for foreign capital to exploit 
cannot impress hard-headed foreign in¬ 
vestors who seem to be more sensitive 
than cynical Indian politicians, ad- 
mimstrators and comprador busine.ssmen 
to the barrier of mass poverty to growth 
and proTit-maximising on a sustained 
basis. Experience shows that the market 
for quick returns tends quickly to be 
saturated in India. The World Bank too 
has candidly said in its latest report on 
global economic prospects that develop¬ 
ing countries must finance the major part 
of their domestic investment from their 
own savings. Foreign savings, by way of 
credits—institutional, oflicial or com 
mercial—or direct foreign mccsimeni, 
can play only a supplementary role in the 
development process. 

The decision to sign the MICiA 
convention—which amounts to enteiing 
into an international commitment—has 
been taken surreptitiously; it was not even 
officially announced. MIGA ha.s been set 
up to cover foreign investment against 
what are called non-commercial risk.s. The 
risks to be covered specifically include, 
among others, restrictions on currency 
conversion and transfer and infringement 


THE lanardhan Reddy government, in a 
major reversal of the admission policy in 
professional colleges in the state, has set 
aside 50 per cent of the seats to be Tilled 
on the ba.sis of capitation fees and in the 
process destroying a system fairly well 
designed by the TOP government. If the 
provisions of the recently passed legisla¬ 
tion in that regard are any guide, the situa¬ 
tion in AP will be worse than the one 
prevailing in the neighbouring Karnataka. 

The Andhra Pradesh Educational Insti¬ 
tutions (Regulation of Admission and 
Prohibition of Capitation Fees) Act. 1992, 
Is an amendment aa of the Andhra 
Pradesh Educational Institutions (Regula- 


of the ownership of or abridgement of the 
benefits from foreign investment. It is 
clear that joining MIGA makes many of 
the existing Indian laws on investment 
redundant and such laws will have to be 
scrapped. MIGA cover, however, extends 
also to risks arising from armed conflict 
and civic unrest and this has its own im¬ 
plications. Manmohan Singh’s assertion 
in his budget speech that the government 
had instruments to regulate foreign invest¬ 
ment and multinational corporations has 
lost all substance after the decision to join 
MIGA. India had refused to join MIGA 
for the past many years on the ground that 
foreign investment and foreign investors 
should rely on Indian laws to ensure fair 
play and security and not on suprana¬ 
tional arrangements and agencies which 
have the effect of abridging the country’s 
sovereignty. 

There is a i ‘ of smug talk on the part 
of leaders of the government, among 
them prime minister Narasimha Rao and 
finance minister Manmohan Singh, that 
the historical experience of the operations 
of the East India Company resulting in 
the subjugation of India and foreign 
colonial rule for 200 years should now be 
forgotten. There is nothing for us to fear 
from the successors of East India Com¬ 
pany, the multinational corporations, it is 
a.s.scrted. But joining MIGA and the 
manner of doing so, clandestinely and 
without taking the public into confidence, 
(pust cast doubts on the validity of such 
talk. 


tion of Admission and Prohibition of 
Capitation Fees) Act, 1983. A brief com¬ 
parison of the 1983 act and the present 
one will throw light on the ‘concern’ of 
the ruling Congrcss(l) government for the 
weaker sections of the society and women 
who are likely to be the most affected by 
(he new policy. According to the preamble 
of the 1983 act (the legislation was made) 
because “ wliereas the undesirable |mc- 
tice of collecting capitation foe at the time 
ot admitting students into educational in¬ 
stitutions IS on the increase in the state; 
and whereas, the said practice has been 
contributing to large-scale commercialisa¬ 
tion of education; and whereas, it is con- 


Decks Cleared for Capitation Fee 
Colleges 

M ShatrujBfna 

In a major reversal of policy the Andhra Pradesh government has 
reserved 50 per cent of the seats in professional colleges in the 
state for student's paying capitation fees. With this, it is clear, the 
emphasis has shifted from ‘merit’ and ‘equity’ to protection of the 
interests of unaided private institutions. 
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sidered necessary to effectively curb this 
evil practice in order to avoid frustration 
among the meritorious and indigent 
students and to maintain excdlenoc in the 
standards of education..Contrast the 
above with the statement of objects and 
reasons of the 1992 act. The new act says, 
. .on a review of the working of the 
Andhra Pradesh Educational Institutions 
(Regulation of Admission and Prohibition 
of Capitation Fee) Act, 1983, it is reveal¬ 
ed (tto) while the act has produced 
'deand results, it has also, at the same 
time; rendered many of the unaided 
private educational institutions rinandally 
unvitfiie. The unaided private educational 
institutions have to mainly depend upon 
the fees collected from the students and 
they do not receive any aid either from the 
government or from the UGC as in the 
case of government and university col¬ 
leges. In these dicumstances, if the unaid¬ 
ed private educational institutions parti¬ 
cularly the professional ccdleges arc denied 
financial aid particularly from the willing 
students, it is felt that their development 
will become extremely tardy and it will 
also be difficult to mainuun excellence in 
the standards of education. It is, therefore, 
thought that a relaxed application of the 
act to unaided private educational institu¬ 
tion will not only make for their efficient 
functioning with financial viability, but 
also protect standards of education” 
From the above it is clear that the em¬ 
phasis has now shifted from ‘merit* and 
equity to protection of the interests of the 
‘ un a ide d private institutions’. Further, the 
so-jmlled ‘review* listing the woes of the 
unviable colleges has not been made 
available either to the legislature or to the 
public In but. K Rosiah, minister for 
health, who piloted the biU in the assem¬ 
bly in the ateence of the chief minister 
(who holds the higher educattion port¬ 
folio) who yns away in Tirupati to look 
after the AlCC plenary session arrange¬ 
ments, talked only about the ‘lakhs of 
rupees’ AP students are spending outside 
the state thus depriving the state of its 
revenues, as the chief reason behind the 
new act. He further said that the new 
policy is in tunc with the ‘global* and ‘na 
tional’ economic policies of the govern¬ 
ment of India. The regulation of admis¬ 
sion into educational institutions is 
governed by section 3 of the 1963 act. Sec¬ 
tion 3(1) says “.. .admission into educa¬ 
tional institutions shall be either on the 
basis of the marks obtained in the quali¬ 
fying examination or on the basis of the 
ranking assigned in the entrance test con¬ 
ducted by such authority and in such a 
m a nner as m^t be prescribed. Provided 
that admiisioo into medical and engineer¬ 
ing colleges shall be made only on the 
basis of the ranking assigned in the com- 
naon entrance test conducted!’ Section 4, 
dealing with capitation fees, etc is to be 


read along with section 3. It says ‘‘the col¬ 
lection of any capitation fee by any educa¬ 
tional institution or by any person who 
is incharge of or is responsible for the 
management of the institution is hereby 
prohibited”. Contravention of section 4 
invites penalties under section 8, which 
imposes imprisonment for a term, which 
shall not be less than three years but whicK 
shall not exceed seven years with fine 
which may extend to Rs 5,000. Under this 
section, ‘‘the institution shsdl refund the 
money so collected to the party from 
whom It was collected”. Wfc thus find that 
the 1983 act was a hear foolproof legisla¬ 
tion without any ambiguity in dealing 
with regulation of admission and prohibi¬ 
tion of capitation fees in educational 
institutions. 

Now the above provisions of the 1983 
act are sought to be violated by inserting 
a new section (3A) permitting unaided 
educational institutions to fill seau up to 
50 per cent of the total ‘‘irrespective of 
ranking assigned to them in such test or 
examination”. The present act, drafted in 
sophisticated language, docs not talk of 
‘capitation fees’ as such. AJl it says is that 
‘financial aid’ from willing studmts will 
be permitted. Yet another shameful aspect 
of the present act is that it unabashedly 
champions “financial aid from willing 
students” to secure admission. It further 
says that “excellence in the standards of 
education” will be maintained by the new 
policy. Ever since the system of entrance 
test for admission into professional col¬ 
leges was introduced, it has been main¬ 
tained that merit is the criterion for 
selection. How those with lower rank can 
improve excellence in maintenance of 
standards of education in the new setting 
remains a mystery It is not that the 
students in unaided private professional 
colleges at present are charged low fees. 
A tuition fee of Rs 40,000 for the four- 
year engineenng course is collected in four 
annual instalments. But only a nominal 
tuition fee is charged in an aided institu¬ 
tion. But admission into both categories 
of colleges is based strictly on the basis 
of ranking given at the entrance test. Now 
if 50 per cent of the seats are reserved for 
the management, not only will unac¬ 
counted money play a mayor role in secur¬ 
ing admission but also substandard and 
less qualified candidates can get admis¬ 
sion at the expense of better but less 
economically prosperous candidates. Fur¬ 
ther, the bill docs not make clear whether 
the new pohey is applicable to existing col¬ 
leges as well. Now if ‘non-aid’ is the chief 
reason for the new policy, college manage¬ 
ments aie justified in demanding capita¬ 
tion fees for all the scats in near future. 
Hence the present policy appears to be a 
good beginning for loul pnvatisation of 
professional education. 

The Janardhan Reddy government has 


adopted a very devious policy to privatise 
higher education in the state. As a first 
step towards that end it relaxed the recruit¬ 
ment procedure of teachers in the colleges. 
Earlier the College Service Commission 
was supposed'to recruit the teachers. Now 
private college managements have been 
given powers to recruit the teachers direct¬ 
ly even for goveniment%ided’ posts. This 
is understandable considering the number 
of private educational institutions Janar¬ 
dhan Reddy and his family run in the 
distrias. Recently, Reddy obuined per¬ 
mission from the Medical Council of 
India (MCI) to start a private medical col¬ 
lege in his native place. Those associated 
with him in running ‘private' educational 
institutions with government funds have 
also been rewarded with plum jobs. The 
chief of the Vakadu group of institutions 
run by the chief minister in Neiloic district 
had been appointed vicc-chancdlor of the 
iawaharlai Nehru Ibchnological University 
(JNTU) recently. While dei^ng gowrnment 
aid to new colleges, the Janardhan Reddy 
government had given permission to start 
scores of law and B Ed colleges in the 
private sector. The universities have also 
become willing partners in this nefarious 
commercialisation of professional educa¬ 
tion by giving ‘afFliation’ to these 
substandard institutions. 

Janardhan Reddy had used all the vile 
and guile at his command in pushing 
through the present bill in the assembly 
even without being present there As a first 
step towards that end he convened a 
meeting of the leaders of the opposition 
parties a few days ago wherein the salient 
features of the new bill were discussed, 
presumably to arrive at a ‘consensus’ on 
the controversial bill. Subsequent dewlop- 
menls indicate the complicity of the op¬ 
position parties on the issue. For instance 
while there was the customary walk out 
by the entire opposition as a mark of ‘pro¬ 
test’ against the bill, there was no serious 
opposition to the bill in the assembly. 
While the TOP leader, P Ananda Gaja- 
pathiraju wanted the bill to be restricted 
to new colleges only, f .'Pl leader Puwada 
Nageswara Rao wanted ‘donation’ col¬ 
leges to be established in all the backward 
regions, the MIM leaocr Amanullah Khan 
wanted to know the reasons for the 
hurdles created by the government in his 
own Deccan Medical College, the BJP ex 
pressed the view that the bill was against 
the spirit of the new education policy, the 
lone MCPI member M Omkar wanted 40 
per cent of the seats to be set aside as the 
management’s quota Only the CP1<M) 
opposed the bill senously, while staging 
a walk out along with the other oppoution 
parties. As was to be expected teachers 
bodies and intcileciuals of the state did 
not even express an opinion on the matter, 
let alone oppose the bill atleast in the form 
of a statement. 
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Requiem for Rupee Trade 

R G Gidadhubli 

What were the compelling reasons for India and Russia to end 
rupee trade? What were the issues and problems that rupee trade 
created for which it had to be discontinued? What will be the 
impact of the termination of rupee trade on India’s trade with 
Russia and the other countries of the CIS? 


RUPEE trade has virtually come to an 
end. During t he visit of the secretary of 
state of the Russian federation, Gennady 
Burbulis, to India in May, both India and 
Russia agreed to terminate rupee trade As 
per article 9 of the agreement of May 9, 
both countries have decided that ail pay¬ 
ments and settlements shall be effected in 
freely convertible currency. A hard currency 
account will be maintained by the Reserve 
Bank in India and by Vnaeshtorg Bank 
in Moscow for this purpose. Thus rupees 
will not figure anywhere in current trans¬ 
actions. This is a change from the protocol 
provisions made in February under which 
prices quoted in dollars for trade transac¬ 
tions were to be converted into rupees at 
the prevailing exchange rate for settle-’ 
ments of accounts in rupees in .India. 

In this context it is important to note 
that in the trade agreements signed bet¬ 
ween India and other CIS countries, 
namely, Kazakstan, Kiigistan, Uzbekistan, 
Ukraine, etc, in March-April this yeai, it 
had been specified that trade would be 
carried on in freely convertible and inter¬ 
national currencies. Although in the agree¬ 
ments with Uzbekistan and Kazakstan 
there is a provision that payments and 
settlements may be made in a mutually 
agreed-upon basis by the two countries. 
It is unlikely that rupee payments will be 
considered Russia's example is likely to 
be lollowed by other CIS countries for 
trade wnh India. 

The process of termination of rupee 
trade was started over a decade back by 
Hungary and Bulgaria Subsequently, 
with the unification of Ciermany, GDR 
discontinued rupee trade So also Poland 
in 1989 Czechoslovakia has decided to 
lerniinale rupee trade by the end of 1992. 
Rupee trade with Romania is lasignificanl 
Thus India’s trade with the eastern block 
countries comprising the former Soviet 
Union and cast European countries, 
which was known as rupee trade, has 
almost been thrown into the dustbin of 
history The termination of rutwe trade 
with Russia has special significance in this 
context 

What were the compelling rca.sons for 
India and Russia to end rupee trade? 
What were the issues and problems that 
rupee trade cieated for which it had to be 


discontinued? What will be the impact of 
the termination of rupee trade on India’s 
trade with Russia and the other countries 
of the CIS? An attempt has been made 
here to look into some of these questions 
about rupee trade which was a very im¬ 
portant institutional arrangement in 
India’s foreign trade and economic rela¬ 
tions over the last three or four decades. 

Russia has its own reasons for discon¬ 
tinuing rupee trade: 

(1) Suspension of India's exports after 
the disintegration of the USSR in 
December 1991 and refusal of the 
Indian government to open letters of 
credit for Russia’s imports from India 
under the rupee trade arrangement 
seem to have affected the interests of 
Russia which indirectly influenced the 
views of Rus.sian policy-makers on this 
issue. 

(2) With the disintegration of the Soviet 
Union and the euphoria over relations 
with the west, Russia was keen to 
reformulate its foreign policy keeping 
Its interests in mind. In this context 
economic relations with developing 
countries, including trade with India, 
were not considered significant. Possi¬ 
bly for this reason, the offer of rupee 
credit to Russia in February this year 
was not considered attractive enough 
by the Russian government and trading 
organisations. 

(3) Given the freedom to import and ex¬ 
port, Russian enterprises and organi¬ 
sations have preferred to deal with 
hard currency areas, particularly with 
countries such as Finland and Ger¬ 
many with which Russia has wide- 
ranging trade relations. Moreover, 
geographical nearness also has contri¬ 
buted to this west-ward orientation. 
India does not fall in this group. 

(4) Chaotic and deteriorating conditions 
in Russia have prevented normal trad¬ 
ing and other activities. There have 
been also nolitical disturbances, in 
Russia-Tatarastan, Chechen Ingushtia, 
etc, and also strikes by miners which 
added to the complexity of the poli¬ 
tical and economic situation both in 
domestic matters and in external eco¬ 
nomic relations. 

(5) One strong reason for Russia to 


discontinue rupee trade is that the 
Russian government has declared that 
the rouble will be made convertible 
from August I this year and the pro¬ 
posed exchange rate will be $ I - 80 
roubles which may vary subsequently 
depending upon market conditions. 
Moreover, for the last one or two 
years, with the introduction of the 
system of auctioning of dollars for 
enterprises, the former Soviet Union 
had made the rouble partly convertible 
for facilitating foreign trade, through 
hard currency payments. This system 
is widespread in Russia with daily 
quotations for exchange rates for 
roifbles for dollars, etc, by select 
banks. At present Russia is carrying on 
trade in hard currency with all coun¬ 
tries, including former CMEA 
members and China. India is an excep¬ 
tion. Hence Russian poliev-makers 
seem to have decided to discontinue 
the rupee trade arrangement which 
requir^ special treatment in trade 
matters. 

On its part. India also has opted to 
discontinue rupee trade for its own 
reasons: 

(1) Rupee trade had led to switch trade on 
a large scale. In addition to that, the 
hard currency component in export of 
several items from India to the former 
Soviet Union was very high which was 
disadvantageous for India as it 
amounted to substantial net outflow 
of hard currency to the former Soviet 
Union in the last one or two years. 
Continuation of rupee trade meant the 
persistence of this problem. 

(2) India had been finding it difficult to 
import several listed items under the 
trade protocol in 1991, such as oil, 
newsprint, etc, from the former Soviet 
Union, but the same items were of¬ 
fered to India against hard currency 
payment by Soviet enterprises which 
were free to trade with any country. In 
short, a situation was developing 
where the Soviet government had lost 
control over enterprises in persuading 
them to export to India under the 
rupee trade agreement. 

(3) Continuation of rupee trade with an 
artificially high rouble-rupee exchange 
rale has been disadvantageous for 
India. 

(4) The former Soviet Union and subse¬ 
quently the Russian government had 
indicated that India was required to 
pay in hard currency for defence 
equipments. 

In the last one or two years both India 
and the former Soviet Union-had taken 
several measures and counter-measures 
directed against the spirit of rupee trade. 
For instance, the decision of the Indian 
government to withdraw cash compensa- 
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tion for exports to the former Soviet 
Union, enhancement of value addition 
from 33 per cent to 233 per cent for such 
exports (which affected export of drugs 
and pharmaceuticals) and reduction in 
REP licence entitlement for exports to the 
former Soviet Union from 30 per cent to 
12.5 per cent might have been considered 
discriminatory by the former Soviet 
Union In turn, the former Soviet Union 
introduced a prior licensing system 
exclusively for imports from India, and 
continued the policy of centralised con¬ 
trol and allocation of rupee resources, 
contrary to the general policy of decen¬ 
tralisation and liberalisation of trading 
policies. 

C'HANt.l D Sn UAl inN 

There are objective factors which 
necessitated a review of rupee trade. Rupee 
trade came into existence in the early 
1950s in the specific international context 
of the socialist engaged in conflict with 
the capitalist system. The countries of the 
socialist bloc were trying to evolve new 
international economic principles and 
institutions to strengthen themselves and 
to attract the newly independent countries 
of the third world to follow a non- 
capitalist path of economic development.' 
India was also moved by the ideals of anti- 
imperialism and anti-colonialism lo evolve 
a new path based on the Nehruvian model 
to serve its own interests 

Moreover, I ndia and the former Soviet 
Union faced common problems—shortage 
of hard currency resources for economic 
development, inability to expand trade 
with the west, growing adverse balance of 
payment with the west, etc. These factors 
brought the two countries closer to work 
out an arrangement to by-pass use of any 
hard currency in their bilateral trade and 
economic relations. 

But the international context has 
changed in the last four-five years. The 
former Soviet Union under Gorbachev 
declared a policy free from ideology in 
international economic relations and now 
Russia has virtually announced capitalism 
as its model. Moreover, Russian leaders 
are eager to follow the western model even 
against the caution suggested by some 
western scholars. 

Economic liberalisation, freeing of 
prices and privatisation are sweeping the 
former Soviet Union. Dollansation of the 
economy is taking place. India has also 
been vigorously following policies of 
economic liberalisation to instill 
dynamism in the economy. These chtuiged 
circumstances have necessitated changes 
in the institutional arrangement of rupee 
trade. 

Management of rupee trade implied 
central control and supervision by the 
respective governments. Hence rupee 
trade worked well when state monopoly 


over foreign trade and centralised plan¬ 
ning prevailed in the eastern bloc coun¬ 
tries and foreign trade was regulated in 
India through quotas, controls and 
licences and the government reserved 
trade in several commodities directly for 
itself. Moreover, the public sector played 
an important role in importing machinery 
and equipment from the eastern bloc 
countries. 

This situation does not prevail any 
more. In the eastern bloc countries the 
governments no longer have control over 
the enterprises for supply of their goods 
as per protocol In India there are hardly 
any canalised items left for trading with 
the rupee trade area. 

Rupee trade in general and trade with 
the former Soviet Union in particular had 
certain features—bulk orders, protected 
markets, assured and prompt payment for 
exports, less marketing hassles, and so on. 
These were interrelated and linked to the 
socialist system then prevailing in the 
eastern bloc. Trade was handled by state 
monopoly agencies for the entire country 
and hence orders were huge and bureau¬ 
crats dealing with trade, not being the 
final users, were more concerned with 
meeting quantitative targets and state 
orders. These factors were advantageous 
for some Indian exporters. 

But these advantages do not exist any 
more with the disappearance of the 
.socialist system and the changes introduc¬ 
ed in the organisation and management 
of foreign trade in the eastern bloc— 
democratisation, de-statisation and 
decentralisation—which have meant that 
hundreds of enterprises and organisations 
can deal with imports and exports. This 
has resulted iii new features—small orders, 
competitive markets, numerous new 
trading firms and organisations, risk of 
not getting payment for exports, etc 

One factor which affected rupee trade 
in general and in particular trade between 
India and the former Soviet Union is that 
the element of complementarity was get¬ 
ting weakened. This was evident from the 
fact that the basket of goods the former 
Soviet Union was offering to India was 
shrinking and was getting confined to oil, 
oil products, fertilisers, newsprint and 
defence equipment In fact, after the 
disintegration of the Soviet Union, oil has 
become the crucial product determining 
the volume of Russia’s exports to India. 
The share of engineering goods had been 
declining over the last two decades. On the 
other hand, the basket of goods exported 
by India to the former Soviet Union had 
been expanding to include not only 
agricultural goods (tea, coffee, tobacco, 
spices) and traditional goods such as tex¬ 
tiles and leather, but a wide variety of 
consumer goods, engineering products 
and hi-tech items such as computers, 
VCRs. etc. 


This again was a reflection of the loss 
of complementarity of the production 
structures of the two countries. The 
former Soviet Union was steadily lagging 
behind the advanced capitalist countries 
in the field of scientific and technical pro¬ 
gress. Moreover, due to lack of efficient 
management, it was becoming a high cost 
and non-competitive economy. In the last 
three or four years, with the deterioration 
of the Soviet economy and decline in out¬ 
put of many commodities, it was becom¬ 
ing difficult for the Soviet Unjon to sus¬ 
tain its exports, including exports to India. 

In sum, rupee trade with the former 
Soviet Union, which had emerged as a 
significant factor in India’s foreign trade 
in the 1960s and 1970s, accounting for 
more than 18-20 per cent of total trade 
turnover, and which had helped India 
develop Its basic industrial seaors such as 
power, iron and steel, mining and heavy 
engineering, had started losing its 
significance by the beginning of the 1980s. 

Probi EMS OF Rupee Trade 

Rupee trade has also generated several 
issues and problems. One of the criticisms 
against the rupee trade was that it did not 
promote competitiveness, in terms of 
quality and price, of the export sectors of 
the two countries by virtue of the faa that 
the exporter of either country took the 
other market for granted. In other words, 
it was pointed out that often Indian pro¬ 
ducts which were not saleable in western 
markets were exported to the Soviet 
Union. The same was true of Soviet 
exports to India. In India, production 
capacity was created in Kandia, Punjab, 
etc, specially for the former Soviet market. 
This was due not only to the large orders 
but also the specific conditions of the 
Soviet market which mainly emphasised 
low price rather than better quafity. Indian 
exporters were also constrained by the lack 
of market studies in the Soviet Union and 
then inability to contact the final users 
there. 

One section of Soviet academics had 
argued that rupee trade was not advan¬ 
tageous to their country considering that 
more than two-thirds of Soviet exports to 
India—oil, oil products, newsprint, fer¬ 
tilisers and non-ferrous metals—were hard 
goods which had a ready market in the 
west. Hence by exporting to India, the 
country was losing hard currency earn¬ 
ings. In fact, echoing this argument, on 
the occasion of the visit of Madavsinh 
Solanki to Moscow in 1991 there were 
reports in the Soviet press expressing the 
feeling that rupee trade had b^'orne irrele¬ 
vant. However, Soviet policy-makers had 
sought to allay these fears and had assured 
the Indian government that rupee trade 
would be continued. 

The significance of rupee trade had, 
however, already diminished a few years 
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back when Soviet policy-makers divided 
exports to India into three categories oil 
and oil products lot sshich prices were 
quoted in dollars and converted into 
rupees for settlement of accounts; items 
such as newsprint and fcnilisers for which 
prevailing international prices were charg¬ 
ed for exports to India; and machinery 
and equipment for svhich prices were 
quoted in rupees wnhoiii reference to 
iniernaiional prices 

In the last few years, there was an 
ongoing debate among So\ iet specialists 
and academics on the reldtive shares o! 
India’s public and piisalc sectors in Indo 
Soviet trade I he mam cotiicntion was 
that while India’s private sector con 
tributed over 80 per cent of Soviet imports 
from India, its share tn Sos let exports to 
India was negligible I bus Soviet policy 
makers had been putting pressure that 
India’s private sector should import 
machinery and equipment from the Soviet 
Union, In the last three ot four years while 
several Indian iiadc and mdusiiy delcga 
tions front f-lC'CI, Assochatii and C'Fl 
visited Mosetiw. the ouii-omt w,as ncghgi 
ble on account ol pioblcms ol technology 
(as compared to machincrs from the 
west), lack of spare parts, pooi after-sales 
service, non-availabiliiy of machinery c»l 
small capacity and so on. 

On the issue of trade balance there had 
been considerable debate in India and the 
Soviet Union. While trade data had shown 
a surplus in India’s favour in the 1970s and 
1980s, it was argued by some specialists 
in India that after taking defence sales and 
project supplies there was no imbalance 
so far as payment was concerned in Indu- 
Soviet trade. However, in the more recent 
past, Soviet policy-makers decided to cut 
import from India to balance the trade 
between the two countries. This was 
evidence that balance in trade, which was 
a prerequisite for successful operation of 
rupee trade, was becoming exceedingly 
difficult to achieve in practice 

Indo-Soviei trade ran into rough 
weather on the question ol balancing of 
trade in the last three or lour years when 
the Soviet Union was not able to export 
to India in quantities commensurate with 
its import from India as per the trade pro¬ 
tocol. In fact, under the perestroika policy 
of self-financing and self-management, 
the notion of balance was stretched to 
ridiculous lengths and each Soviet 
ministry and each Soviet trading organisa¬ 
tion was insisting on trade balancing for 
every transaction. This issue had to be 
finally resolved by the prime ministers of 
the two countries during N Ry/hkov’s visit 
to India under Rajiv Gandhi’s reg. 

Ri'fii Roubi i Rail 

The question of technical credit assum¬ 
ed importance in the last few years whtrn 


the Soviet Union was unable to generate 
enough rupee resources through export of 
goods. Unlike with the other countries of 
the rupee trarJe area, such as Poland, 
Czechoslovak!: i a nd Romania where there 
was a ceiling oi i tixhnical credit equivalent 
to 15 per cent of three years’ average an¬ 
nual exports, t the re was no ceiling in the 
ca.se of the Scivie-t Union. The quantum 
of technical ci -ediit was also large for the 
Soviet Union. Whtile such technical credits 
facilitated larj ;er lexport of seasonal com¬ 
modities such as lea, coffee, tobacco, etc, 
the large quan turn of the credits and loans 
had an adver >c effect on the government 
of India’s bu dgetary position. 

In 1991-92 the government of India gave 
a technical c redit of Rs 1,150 crore to the 
former Sovi ,et Union. This should have 
been adjust ed against Soviet exports to 
India. But due to the political turmoil 
leading to ' the Soviet Union’s disintegra¬ 
tion in De> cember 1991, it was unable to 
export goc ids as visualised under the pro¬ 
tocol. It a ppears that oil delivery was less 
than half of the scheduled 4.S million tons 
and the situation was not different for 
other lie nis. Defence supplies were also 
sL'ibstant tally less than the target. Hence 
30-40 pe.-r icent of the technical credit of 
fered by India is yet to be adjusted. This 
will act as a constraint on offering 
technical ci red its to the CIS countries in 
future. 

The rupee-rouble exchange rate has 
been a vexed' issue in India’s trade with the 
Soviet Unit in for the last few years. 
Although fo r current trade purposes, the 
exchange rat c was not considered to be 
relevant and it was supposed to be ap¬ 
plicable onl)' for repayment of Soviet 
credits and project assistance, the 
exchange rati e issue became important 
since the roub Ic value was artificially high 
in terms of the rupee which inflated 
India'.s debt lo utden to the Soviet Union 
to be repaid iiii goods. India’s debt to the 
Soviet Union was estimated to be about 
Rs 36.000-R; 5 .37,000 crore if the rouble 
was consider ed to be equal to 30 rupees, 
the rate at wl hich the rouble debt us^ to 
be calculated by the Reserve Bank till the 
end of 1991 . But this rate was highly 
unrealistic ai id Indian policy-makers are 
unlikely to i iccepi this rate. Before the 
disintegratio n of the Soviet Union, the 
rouble had m lultiple exchange rates in rela¬ 
tion to the d' ullar. S I - 0.60 rouble, the 
official rate; .’t I = (apporximatcly) 1.80 
roubles for sc nne commercial transactions; 
$ I = 100-201) roubles, auction rates (vary¬ 
ing from pla ce ro place and time to time 
depending u pon demand for dollars by 
enterprises, etc); and S 1 = 100-150 
roubles, the I olack market rates prevailing 
among ciiizf tns. A fter the disintegration 
of the Soviet Union, Boris Yeltsin has 
legalised the holding of dollars by Russian 


citizens and permitted select banks to deal 
in exchange of roubles. Although initraHy 
the rates went up, coinciding with the free¬ 
ing of domestic prices and the severe food 
crisis in January-March this year, the rales 
have come down slightly. 

The promise of S 24 billion by the 
western countries and international finan¬ 
cial institutions to help Yeltsin succeed in 
his pro-market and pro-democratic 
reforms has had some effect on the dollar- 
rouble exchange rate. Thus market rates 
at present vary between 100 and 120 
roubles per dollar and the prevailing com¬ 
mercial rate is 55 roubles per dollar. 
Perhaps considering this the Russian 
government has proposed $ 1 = 80 
roubles as the exchange rate from the 
beginning of August when the rouble is 
to be made a convertible currency. 

According to government of India 
sources, the position regarding Soviet 
rouble credit utilisation and debt as on 
31.3.1991 was as follows: 

(Million roublei) 


Utilised in 1990-91 2,081 

Available in pipeline 7,884 

Opening debt for 1990 91 856 

Repaid in 1990-91 50 

Cumulative repayment from 
First Five-Vfcar Plan lo 
Seventh Five-Year Plan 1,138 

Closing debt 943 


If the debt of 943 million roubles is con¬ 
verted into Indian rupees at the rate of 
Rs I = 55 roubles (commercial rate), then 
it would amount to a paltry sum of Rs 18 
million. Even if defence purchases are not 
included in this, the Russians will not ac¬ 
cept this position since it amounts to 
writing off the credits the former Soviet 
Union had extended to India over three 
decades. It appears that the Russian of¬ 
ficials are pointing out that the rouble 
credits extended in the past were in a dif¬ 
ferent rouble, meaning possibly the 
transferable rouble (TR) which was not a 
currency but a unit of account used by the 
CMEA countries for scttMng intra-CMEA 
transactions. But India not being a 
member of the CMEA and the govern¬ 
ment of India not having been informed 
and not having been made a party to 
deciding the exchange rate of the 
transferable rouble, the Russians are not 
justified in imposing artificial rales for the 
repayment of past credits. 

As per the protocol of 1978, a formula 
for determining the rupee-rouble exchange 
rate was evolved under which the rouble 
value was considered to be fixed while the 
rupee rate wras to fluctuate and be deter¬ 
mined on the basis of its exchange rale 
with respect ttPthe basket of 16 curren¬ 
cies. In short, the formula prevailing for 
the SDR was adopted by the Soviet Union 
in determining the rupee-roUble exchange 
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rait At that time it suited the interest of 
the Soviet Union since the rupee was be¬ 
ing devalued frequently against the basket 
of hard currencies. But the interests of 
both countries would have been better 
served by arriving at a realistic rupee- 
rouble exchange rate with the Soviet 
Union providing for fluctuation of the 
rouble value also in relation to the same 
basket of currencies. Instead the former 
Soviet Union preferred to continue with 
the unrealistic fixed rouble-dollar ex¬ 
change rate. 

Alternatively, Soviet policy-makers 
could have utiltsed the system of conver¬ 
sion coefficients which was being adopted 
in dealing with foreign trade. Under the 
prevailing system, the conversion coeffi¬ 
cients differed from country to country 
and from commodity to commodity 
There were over 4,000 conversion coeffi¬ 
cients prevailing in the Soviet Union. A 
lorinula based on weighted averages of 
these coefficients could have been adopted 
to make the rouble value ela.stic and 
realistic. 

The issue of Soviet debt has become 
complex due to another reason as well 
Prior to 1978, project assistance given by 
the Soviet Union to India was maintain¬ 
ed in terms of rupees .Subsequently, the 
Soviet Union insisted that credits olfered 
to India be recalculated and maintained 
in roubles Accordingly, .Soviet credits are 
denominated in roubles by the govern¬ 
ment of India. Hence Russia has now 
become a victim of the Soviet policy 

PKOSi'tr IS 

Although rupee trade for current trade 
transactions has almost come to an end, 
some elements of it may linger on for 
some time in the transition period lor 
resolving the issue ol debt repayment. The 
initial impact of the discontinuation of 
rupee trade will be adverse lor economic- 
relations between India and Russia and 
other CIS countries. India's trade with the 
former Soviet Union which has been 
seriously affected over the last five-six 
months is not likely to improve much in 
the near future. So far a.s Russia is con¬ 
cerned, Indian exporters have been advis¬ 
ed to export only after getting letters ot 
credit from the Vneshtorg Bank of the 
Russian Federation which will have to be 
duly confirmed by specified Indian banks 
before any goods are shipped to avoid 
payment problems. In that case other 
forms of trade such as barter, counter¬ 
trade and commodity exchanges which 
were permitted by both India and Russia, 
as provided under article 2 of Indo- 
Russian trade protocol of February 1992, 
may not be encouraged. While prices will 
have to be quoted in dollars, Indian ex- 
poners will not get the benefit of the 60:40 
ratio to convert earnings into dollars but 


will get payment in rupees only. This is 
being done since there will be no net 
outflow of hard currency on either side. 
Moreover, the condition of 233 per cent 
value addition on import content from 
hard currency area imposed in 1991 for 
export to Russia is being retained, which 
will also continue to affect exports to 
Russia and the other CIS countries. Hence 
although trade agreements have been 
signed, actual trade has not picked up so 
far. Even well established t rading houses 
in India dealing with the CIS countries arc 
unable to.export to Russia and other CIS 
countries. 


DEBATES on trade and environment and 
their relationship with the overall perspec¬ 
tive of development have attract^ much 
attention in the recent past. Tivo major 
international initiatives have contributed 
to this: the Uruguay Round of GATT 
negotiations and the United Nations Con¬ 
ference on Environment and Development 
(UNCED). While the GATT negotiations 
were launched in 1986, the UNCED pro¬ 
cess, which is to culminate in the Earth 
Summit in Rio, was set in motion in 1989. 

The simultaneity of the negotiations is 
but a small part of the commonality that 
exists between the trade and environment 
issues. In the past, trade has been used as 
an instrument to protect the environment 
and, conversely, environmental regulations 
have been used to determine trade flows. 
The largely complementary roles played 
by trade and environment in the past have, 
however, reached a state of impasse after 
both trade and environment issues have 
come to' be related explicitly to the 
development strategy. The expanded man¬ 
date of the GATT negotiations in the 
Uruguay Round encompassing all sectors 
of the economy was adopted from the 
point of view of defining the future 
development paradigm based on the im¬ 
peratives of trade. The entire UNCED 
process, on the other hand, is an attempt 
to lay bare the causal relationship, and par- 
environment and development, and par¬ 
ticularly the primordial importance of en¬ 
vironmental regulations in determining 


improvement of trade and economic 
relations between India and Russia as also 
the other CIS countries in future will de¬ 
pend as much on the normalisation of the 
political situation in the CIS countries as 
on the solution of complex issues .such as 
the rupee-rouble exchange rate and repay¬ 
ment of past Soviet debt. Pragmatism and 
rationality on the part oi the political 
leaders of India and Russia may help in 
finding acceptable solutions to these 
issues. With the end of rupee trade, there 
IS also need to reformulate the economic 
parameters for promoting trade between 
India and Russia on a long-term basis. 


the policies to be adopted for ‘sustainable 
development'. 

The reaction of GATT to the attempt 
by the environmentalists to establish, 
in an unquestionable manner, the 
environment-development issues has come 
in its report on Thade and Environment. 
The report, quite undeniably, is aimed at 
upstaging the environmentalists and their 
UNCED initiative. Coming as it does so 
close to the Rio Earth Summit, the GATT 
report could cast its long shadow on the 
summit. 

The report has four broad parts. The 
first provides an exposition of the existing 
provisions of the GATT that pertain to en¬ 
vironment and their efficacy. The provi¬ 
sions of existing multilateral environmen¬ 
tal issues are also assessed in the same 
vein. The second elaborates the place of 
‘domestic* environment issues in the 
discussion on world trade and com¬ 
petitiveness. The third part tries to answer 
the question whether a multilaterally 
determined set of environmental stan¬ 
dards can be evolved. And finally, in the 
last part, the position of GATT on trade 
and its perceived relationship with en¬ 
vironment is made explicit. 

Article XX of the General Agreement 
and the Agreement on Ihchnical Barriers 
to IVade, the latter being one of the sup- 
plonentary agieemenu entered into at the 
end of the Ibkyo Round negotiations in 
1979, allow the GATT Contracting Par¬ 
ties to evolve their own standards for pro- 
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tecting the environment in case the general 
set of niles as dictated by the GATT are 
found to be damaging the environment. 
Article XX(b) and XX(g) are a part of the 
neneral exceptions allowed under the 
^ATT. While XX(b) allows the GATT 
(i::ontraaing Parties to enforce measures 
’'necessary to protect human, animal or 
plant life or h^th’*, XX(g) allows adop¬ 
tion of measures “relating to the conser¬ 
vation of odiaustible natural resources if 
such measures are made effective in con¬ 
junction with restrictions on domestic 
production or consumption”. The deroga¬ 
tion allowed in Article XX of the General 
Agreement and that in the Agreement on 
Ihchnical Barriers to TYade are similar in 
that, in the latter, the contracting parties 
are exempted from using international 
standards if they “are inappropriate for 
the Parties concerned, for inter aha such 
reasons as. protection for human 
health or safety, animal or plant life or 
health, or the environment; fundamental 
climatic or other geographical factors 
In the exercise of the derogation, the con¬ 
tracting parties were expected to ascertain 
that the adoption of measures for en¬ 
vironmental protection did not create 
needless distortions in trade. 

This condition arising out of the im¬ 
peratives of trade, implies that a good- 
faith balance between the desire to avoid 
distortions to competition and the desire 
to allow each country sovereignty over 
measures affecting its natural environment 
and health and safety of its residents is 
not an easy task; the report at hand 
recognises this fact. 

The multifarious agreements on en¬ 
vironment. on the other hand, seek to 
enforce environmenul standards using 
trade as a leverage Among the more im¬ 
portant of these agreements, CITES and 
the Montreal Protocol on Chlorofluoro- 
carbons (CFCs) make use of the trade 
leverage explicitly. Of the 19 multilateral 
agreements entered into for the protection 
of flora and fauna between 1933 and 1990, 
10 have incorporated trade provisions. 
Similarly, in the case of agreements related 
to phyto-sanitary regulation, four out of 
the five agreements have trade provisions. 
The exercise o f the trade provisions allow¬ 
ed by these agreements, the Thade and 
Environment report points out, can be in¬ 
terpreted as being GATT-illegal since it 
may be violative of Article 3 of GATT 
which pertains to national treatment. 
Article 3 provides that imports should be 
treated at par with domestically produc¬ 
ed goods and since these agreements im¬ 
pose explicit restrictions on imports there 
could be a source of conflict with GATT 
rules on this count. 

The existing GATT rules, the report 
opines, may have limited use while deal¬ 


ing with environment. In substantiating 
this point the report alludes to the use of 
Article XXV which allows the contracting 
parties to use ‘waivm’ and to thus opt out 
of any specific obligations as may be 
ordinarily required under the GATT rules. 
The use of Article XXV is, however, con¬ 
tingent upon the fact of a ijiajority of the 
contracting parties agreeing to the grant 
of the ‘waiver* to a party or a group of 
parties. But if the situation so emerges 
that only a few countries show en¬ 
vironmental concerns, the use of Article 
XXV seeking a waiver to impose restric¬ 
tions on exports from countries where en¬ 
vironment^ regulations are ‘inadequate* 
would not be possible. 

The report, however, mentions that 
cases related to environment have been 
brought to the GATT panels in the last 
decade. Five panel repoits have been pro¬ 
duced by the dispute settlement process 
on cases brought forward through various 
interpretations of GATT articles, par¬ 
ticularly XX. 

Environmental issues, the Trade and 
Environment report recognises, have ac¬ 
quired prime significance in world trade 
Even when environment does not have any 
trans-border spill-overs, i e pollution 
caused by one country does not pollute 
another country, the implications of 
domestic enviroiunent management are 
sought to be found in the realm of com¬ 
petitiveness of competing firms in the 
global market. The contention is that a lax 
cnviroiunental standard in one country 
allows its domestic firms to invest less by 
avoiding setting up pollution control 
facilities and this could result in these 
firms becoming more competitive. This 
situation cannot be countered by simply 
allowing the countries to unilaterally im¬ 
pose duties on whatever it may consider 
detrimental from the point of view of its 
competitive edge For if this happens, 
trade conflict between nations would in¬ 
crease and the danger of the global 
economy repeating the experience of the 
1930s would then become a distinct 
possibility. 

If unilateral aaion to shut-out the com¬ 
petitive edge of firms is infeasible, the im¬ 
position of environmental standards 
adopted by one country on another would 
be equally so. In suggesting the latter, the 
GATT report alludes to the impossibility 
of arriving at a consensus on environmen¬ 
tal protection if the initiative of setting the 
standards appears in the form of an extra¬ 
territorial assertion of environmental 
priorities of some countries. The case of 
the US attempting to impose its standards 
on Mexico in tuna fishing is pointed out 
in this context. 

When an environmenul problem is 
associated with trans-border spill-over of 
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pollution, the case for a muitilaterally 
agreed discipline, at least on the face of 
it, can emerge. Thule policy can thoi be 
used for enforcing the intematioiud 
discipline that miqr be agreed upon. But 
even in this case, the report points out, 
there remaiiu a possibility of one coun¬ 
try not agreeing to the basis on which the 
agreement is sought. The scientific 
evidence advanced in support of the basis 
for the agreement may not be readily ac¬ 
cepted by the country objecting to the 
agreement. Accordingly, there might be 
disagreement on the proposed allocation 
of responsibility among the countries in¬ 
volved. And finally, a country nuy not 
wish to join an agreement because it may 
prefer to free-ride on the efforts of others. 

The GATT report, quite convincingly, 
leads up to the inevitable conclusion that 
environmenul agreements, on their own, 
may be quite ineffective in fulBlUng its ob¬ 
jectives. The global standards may not be 
accepted by countries. The enforcement 
mechanism of all the existing agreements 
also may be violative of the global rules 
of trading set by the GATT. 

Having dismantled the basis of the en¬ 
vironmental agreements, the Thade and 
Environment report proposes the use of 
trade policy directly to achieve the goals 
of a ‘safe environment’. It maintains that 
trade restrictions are detriments to the 
safe upkeep of environment. Liberalisa¬ 
tion of trade, the report maintains, is the 
sine qua non for a better environment. 

Free trade, the report maintains, would 
lead to higher incomes and this in turn 
would lead to greater attention being paid 
to environment. Using agriculture as a 
case, the report indicates that freeing agri¬ 
cultural tr^, particularly in developed 
countries, would have favourable implica¬ 
tions for environment. Countries with low 
producer prices use less chemical fertilisers 
and other farm chemicals than the high 
price countries in Europe. Thus, free trade 
in agriculture would have the advanUge 
of the world’s food being produced with 
fewer chemicals. 

This case leads the report to conclude 
that in all likelihood there would be a 
substantial increase in globs I environmen¬ 
tal quality following agricultural trade 
liberalisation, even if no new environraln- 
tal policies were intrcduced. 
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Public Sector Employees 

New Agenda for Action 

Muknl 

Closure; retreachmeati lay off, dismantling and privatisation of 
the public sector are not the only options available, as propagated 
by the government under the dictates of the World Bank-IMF. 
There are other options and alternatives available, suggested by 
employees themselves, which can be productive and viable 
besides taking care of workers and employment. The 
turnaround plans formulated by the employees of the National 
Projects Construction Corporation and of public sector fertiliser 
units are noteworthy examples. 


EMPLOYEES’ plan to turnaround Na¬ 
tional Projects Constructiori Corporation 
(NPCC) is a new and noticeable feature 
of the growing movement of central public 
sector workers against the onslaught of 
the new economic policies. Since the past 
year, NPCC Employees Joint Forum 
(which consists of all other union.s or 
associations in the corporation, like All- 
India NPCC Employees Federation, NPCC 
Limited Workers Union of India, NPCC 
Staff Association, NPCC Officers Associ¬ 
ation, etc) has been struggling for a 
powerful alternative. Its memorandum 
and plait submitted to the concerned 
ministry of water resources and other 
ministries last year, states in clear terms, 
“We, the employees of NPCC Ltd, pre¬ 
sent for acceptance by the government of 
India this viability plan for revival and 
turnaround of NPCC Ltd. The plan seeks 
least financial assistance from the govern¬ 
ment and IS based upon a fundamental 
change in the system of management to 
include employees control on and involve¬ 
ment in key decision-making. 

Its various innovative methods of pro¬ 
tests, coupled with conventions, demonst¬ 
rations, rallies, etc, have shaken the other 
centra! public sector construction com¬ 
panies as well and now they are also ready 
to provide an alternative to the govern¬ 
ment plan of dismantling and privatising 
the public sector construction companies. 
Now the workers of other public sector 
companies, especially fertiliser companies 
like PDIL, HFC and FCI are also ready 
to revamp and rehabiliute existing units. 

But the workers' alternative notwith¬ 
standing, the government seems to be 
committed to move in a different direc¬ 
tion altogether, with several developments 
having uken place in a haphazard manner 
and at a fast pace in the realm of public 
sector policy; As per the Sick Industrial 
Companies (Specif Provisions) Act 1985, 
all sick industrial companies in the public 
sector are liable to be referred to the Board 
for Industrial and Financial Reconstruc¬ 
tion (BIFR). Based on the performance 


up to the year 1990-91, there are 54 such 
sick industiial public sector undertakings 
and the total number of regular employees 
in these enterprises is 3.33 lakh. Reference 
to BIFR has started only recently. The 
Special Tripartite Committee recommend¬ 
ed that tripartite committees be revived in 
respect to the industries in which the 
number of sick units was large, such as 
cotton textiles, engineering, jute, chemical, 
road transport and electricity generation 
and distribution. The government had set 
up six industrial panels under the Special 
Tripartite Committee. These panels func¬ 
tion off and on. The parliamentary con¬ 
sultative committee of the ministry of 
labour has also constituted a parliamen¬ 
tary committee to look into the problems 
of sick public sector units and to suggest 
redrcssal measures. The government of 
India has announced the constitution of 
a National Renewal Fund (N RF) and has 
also started the process of selling the 
shares of the public sector to multi¬ 
national corporations. Earlier, a commit 
tee of the Planning Commission, headed 
by V Krishnamurthy, began a detailed 
scrutiny of the problems of unviable 
PSUs. 

In all these exercises there is very little 
scope for the acceptance of workers' point 
of view. The manner in which government 
of India and its various committees are 
going ahead makes it clear that while 
engaging trade unions in a dialogue on the 
future of sick public sector companies, the 
government is going ahead with all its 
policy measures, making a mockery of 
tripartite consultation, and is also resor¬ 
ting to a policy of suppression of public 
sector workers. Even though the special 
tripartite committee has not yet completed 
its exercise, the government has already 
begun referring sick PSUs to the BIFR. 
Even though the entire trade union move¬ 
ment in the Special Tripartite Committee 
was opposed to the concept paper on Na¬ 
tional Renewal Fund, the government of 
India has gone ahead with the proposal 
and unilaterally announced the constitu¬ 


tion of the NRF. 

How little the government cates for the 
public sector employees in the country is 
also clear in its treatment of lepicsentative 
employees’ bodies. The president of the 
National Confederation of Officers' 
Association of Central Public Sector 
Undertakings, which represents over 1.5 
lakh officials, narrates this callousness: 
"The prime minister writes, on January 6, 
1992 to the National Confederation of 
Officers Association of Central Public 
Sector Undertakings that they would be 
given ‘ample opportunity to contribute 
creatively and constructively', yet such an 
assurance is not good enough to get an 
appointment even with the secretary, 
department of public enterprises. In the 
same letter the PM states that *our inten¬ 
tion is that each unit is looked at indi¬ 
vidually and thoroughly. There can be no 
generalisations.’ Yet generalisations are 
made and wholesale references are being 
made to BIFR!' In this repressive scenario, 
NPCC Employees Joint Forum initiated 
a new course of struggle. 

NPCC: Background AND SOMh.TRFNOs 

Construction activity engages the third 
biggest workforce after agriculture and 
handloom weaving. The main agencies 
engaged in construction activity are: 
government agencies like central and state 
PWDs, irrigation, power and other dep^- 
ments; public sector companies like 
NBCC, NPCC, IRCC, HSCL, EPI, 
Bridge & Roof, Breithwart, ireon, Jessop; 
big private firms; contractors, sub¬ 
contractors, petty contractors; and 
household. In fact, the public sector was 
small in this area and it had begun to grow 
only in the 60s and 70s because of the 
growing pressure of construction aaivities. 

NPCC, at present under the administ¬ 
rative control of ministry of water resour¬ 
ces, was established in 1957. During these 
years, NPCC has constructed more than 
100 projects within and outside the coun¬ 
try. These include civil works on over a 
dozen major dams, 14 barrages, seven 
hydro-electric power houses, 14 thermal 
power houses, six major tunnels, the only 
metro rail in the country, nearly 20 
buildings and township projects and two 
of the biggest steel plants in the country, 
in addition to. a score of other projects. 
According to the profile of NPCC, the 
company has near-about 5,500 personnel 
consisting of 800 technical and mana¬ 
gerial executives and over 3,700 skilled 
workforce supported by staff. And the 
public sector has a large fleet of plant and 
equipment suited for construction works, 
having a total purchase price of over Rs 58 
crore. 

NPCC was financially healthy and 
growing till 1986. From a turnover of 
Rs 53 crore in 1981-82, the company grew 
to an annual turnover of Rs 141 crore in 
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1985-86. But over the past few years, the 
corporation has suffered from gross mis¬ 
management and corruption at various 
levels. Mismanagement of contracts and 
'marketing functions has saddled the com- 
'pany with a number of heavily losing pro¬ 
jects. Therefore, there has been an almost 
continuous fall in the turnover, which 
reached Rs 87 crore in 1990-91. The com¬ 
pany has incurred losses of about Rs 40 
rrore. The company also has a debt 
burden of Rs 60 crore, for which annual 
interest is over Rs 12 crore. 

NPCC Employees Joint Forum identi¬ 
fied (he main causes of this state of af¬ 
fairs as; (a) Gross mismanagement of the 
key affairs of the corporation at highest 
levels, leading to faulty decisions and 
policies, increasing delay in decision¬ 
making and reluctant fall in operational 
efficiency; (b) A massive debt burden, 
leading to severe cash flow bottlenecks, 
throttling the progress of work at different 
projects; (c) Critically low order book, 
resulting in reduction of functional fronts, 
leading to inevitable fall in output; (d) 
Works bagged at unworkable rales, lead¬ 
ing to heavy cash deficits, impending the 
progress; and (e) Unfair labour practices, 
especially provocative retrenchment, lock¬ 
outs, closures, lay-off,, etc, leading to 
avoidable industrial unrest. 

Apart from these factors, the public 
construction companies have always been 
a happy hunting ground lor contractors. 
That is why, thousands of workers, engag¬ 
ed in public sector construction compa¬ 
nies under contractors, have been among 
the worst exploited sections, suffering in¬ 
security of jobs, extremely low wages and 
virtually no social security. During these 
years, the public sector construction com¬ 
panies, including NPCC, are being deli¬ 
berately sabotaged and works arc being 
handed over to contractors. There are 
many examples to show how NPCC is 
being dismantled and turned into a mere 
brokerage firm for private contractors In¬ 
creasingly, NPCC works have been subici 
lo private contractors. Costly machines 
owned by NPCC have been handed over 
to private contractors on low rentals and 
on the other hand, certain NPCC machi¬ 
nes have been left idling and substitutes 
have been rented from contractors at very 
high rales 

This IS being done after scrapping the 
various bilateral agreements between the 
management and Employees Federation 
regarding the execution of work. Through 
a series of agreements, it had been agreed 
that NPCC woiks would be executed 
departmental!y and nut framed out on 
contract; ‘back-to-back’, i e, total work 
shall not be given to any private or other 
contracting agencies except in areas like 
building work and other small and isolated 
works where looking after various pro¬ 
blems like mobilisation, financial involve¬ 
ment, time schedule, etc. may not be 


possible through normal modes of execu¬ 
tion; all major construction equipments 
and machinery of NPCC will be operated 
and maintained departmentally, etc. it is 
also estimated that if these agreements 
were implemented, an additional 8,000 
men would be required to maintain and 
operate the machines. 

In units at Kangan, Dadri power plant, 
Basbareh, Guwahati, Tenughat, Bijpur, 
FJjtiari hydel, Ramagundam, IWSS, Vijaya¬ 
wada, Gudivada, FCl, Bokaro thermal 
(ash bund), Jayant, Bansagar, Chamera, 
Ranehi MFCl., Rajghat, works amount¬ 
ing to Rs 153 crore have been handed ovci 
to private contractors on back-to-back 
basis. The highly profitable work of de¬ 
watering, which can engage the machines 
of the corporation, has been totally sublet 
to private contractors. The main examples 
are Manu barrage, Khowai barrage and 
Maharani barrage (in Tripura), Sopura 
and Kangan units (in J&K), Bansagar unit 
(in MP). Janakpur unit (in UP), and Bhini 
barrage unit (in Bihar). Numerous machi¬ 
neries like mixers, jack hammers, vibra¬ 
tors, earth movers, drill machines, pumps, 
generators, uppers, dozers, cranes, batch¬ 
ing plants, welding sets, loader compres¬ 
sors, crushers, lathe machines and even 
jeeps, cars, trucks, buses, etc, have been 
handed over to private contractors The 
employees’ union, time and again raised 
this issue of how a public sector company 
IS being used and destroyed for private 
profit. The Employees Federation’s various 
memorandums to government even named 
the contiactors to whom they have been 
let out at diflertfnt project sites 

In (act, following NPCC', other public 
sector construction companies like Na¬ 
tional Building Construction Corporation 
(NBCC), Bridge & Rool, etc, al.so started 
to offload work to contractors. NBCC has 
given the work lo contractors at Dhaula 
Kuan, Ashram, Scope, Preet Vihar TV 
Tower. Watci treatment plant, etc. in 
Delhi, which were earlier being executed 
departmentally. The Bridge & Roof com 
pany, which has acquired many new sites 
like Madras atomic energy plant, Gaya 
bridge site, Kashmir and Srinagar ONGC 
site, employs only a small number ol 
regular workers while thousands are 
engaged through contractors. As a result 
ol this, almost all the public sector con¬ 
struction companies including NPC'C 
have aibitrarily reduced workers strength, 
and skilled and highly skilled categories 
of workers arc being told by the manage 
ment to work as unskilled workers or even 
as security guards. 

This IS only a small part of the corrup¬ 
tion and the process of dismantling going 
on in public sector construction com 
panics in general and NPCC and NBCC' 
in particular. In this period numerou.s cor¬ 
ruption charges against high level manage¬ 
ment also surfaced. CBI raids and inqui¬ 
ries prtK'eeded. But the situation remained 


the same, in spite of regular exposures by 
workers’ unions. 

In NPCC, this situation ultimately 
reached breaking point in 1987 when hun¬ 
dreds of NPCC workers started an in¬ 
definite agitation in Delhi. NPCC emplo¬ 
yees union, affiliated with AITUC, gave 
a call to ‘Save NPCC’ and initiated an in¬ 
definite dharna in front of NPCC head¬ 
quarter in Delhi. Their main demand was 
reinstatement of hundreds of dismissed 
workers, who had worked with the organi¬ 
sation for five to 15 years. During the 
course of their agitation. NPCC manage¬ 
ment dismissed altogether 1,072 skilled 
and experienced workers. In 1989, thou¬ 
sands of NPCC workers under the banner 
of AITUC union, organised mas.sive 
demonstrations, rallies and other protest 
programmes in Delhi to highlight the pro¬ 
blems of contract, irregular or workcharge 
workers. They also continued with the 
‘Save NPCC’ campaign and rigorously 
cautioned that because of the increasing 
corruption, privatisation, contract- 
subcontraclship and labour unrest, the 
future of NPCC will be in danger in the 
near future The trade union p.amphlel 
slated, “ It IS true that workers arc 
defending their right to employment, but 
III a larger perspective, they are actually 
fighting to save NPCC 

NPCC Emi’i ovi-t s JoiNi Forum AND 
THt IK SlRlURit i 

In the early months ol 1991, NPCC 
Employees Joint Forum came into exis¬ 
tence. Ill the changed economic-political 
scenario, the employees unitedly decided 
to lake up the challenge of turning around 
the loss-making company into a profitable 
one, by making some fundamental changes 
in the system of management Employees 
lot the lust lime, took up a rigorous and 
complex exercise about various so-called 
technical matters, like ca.sh inflow, growth 
plan, turnover projections, order book, 
claims realisation, etc, and came out with 
the ‘Employees Plan to Turn Around 
NPCC’ 

The main features of the plan at a 
glance commit a steady growth, raising the 
turnover Irom current value of Rs 95 crore 
to beyond Rs 300 crore by 1998-99; posi¬ 
tive cash How by 1993-94; reversing the 
present loss-making trend and start earn¬ 
ing annual profit from 1994-95 onwards, 
wiping out a total c -^2 .rore from the 
accumulated losses by 1998-99; net earn¬ 
ing of about Rs 45 crore in foreign ex¬ 
change up to 1998-99. The employees’ 
plan also seeks no fresh loan from the 
government. The only assistance sought 
Irom the government is change in the 
system of management, short-term assis¬ 
tance in improving order book and tem¬ 
porary increase in cash credit limit by 
Rs 20 crore and short-term assistance in 
realisation of outstanding dues from 
government departments. In spite of all 
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this, the plan proposes to repay ail existing 
corporate loans aiongwith interest 1^ 
1997-98. The plu conceptualises emplo¬ 
yees’ management so as ‘to make employ¬ 
ees directly answerable to the government 
for turn around of the corporation’. 

The viability plan has taken up different 
areas in minute details. Some of the im¬ 
portant areas are; (a) Contract and tender 
division to be diversified to tackle small, 
medium and large works including foreign 
works through systematic regionalisation 
geographically; (b) Efficiency and produc¬ 
tivity enhancement at project; proper cate¬ 
gorisation of subcontracting of works and 
timely closure of each project; (c) A com¬ 
prehensive personal policy; (d) Enhance¬ 
ment of the utilisation of costly equip¬ 
ment through proper deployment and 
monitoring of out-turn through central 
computerised reporting system; (e) Speedy 
resolution of vigilance cases; (0 Con¬ 
certed efforts backed by assistance from 
the government to realise on an emergency 
basis at least Rs 24 crore out of Rs 35 
crore of outstanding dues from various 
state governments and central and state 
undertakings. 

In the midst of these plans, two things 
deserve special mention. First, the plan 
seeks to restrict current administrative ex¬ 
penses, which arc largely fixed expenses, 
to 5 per cent of the turnover and provides 
for annual increase of nearly 10 per cent. 
Second, the plan expects to strengthen the 
manpower till 1994-95 to meet the higher 
turnover requirements. 

For the employees involvement in the 
management, the plan seeks some impor¬ 
tant structural changes in the company. 
One of the important change lays down 
concrete steps to eliminate managerial 
deficiencies and creating a work culture 
Apart from other things, the plan guaran¬ 
tees to make employees directly answera¬ 
ble to the government for the turn around 
of the company; formation of a govern¬ 
ing body consisting of representatives of 
all sections of employees and functioning 
with the help of‘a board of competent, 
experienced, technical and professional 
managers responsible for implementation 
of the plan and who will be under the con¬ 
trol of the governing body. 

But the emergence of NPCC Employees 
Joint Forum and the popularisation of 
employees viability plan alarmed the 
management and the ministry. They were 
apprehensive that if the employees plan 
gained ground, the total dismantling or 
privatisation of NPCC would be impossi¬ 
ble. They were also alarmed by the fact 
that popular initiative in NPCC would be 
replicated in other construction and public 
sector companies. So the ministry of water 
resources confidentially and hurriedly 
started the process of dismantling of 
NPCC. The ‘confidential’, ‘most imme¬ 
diate’ meeting and ‘action points’ came 
out in the discussions of the senior of¬ 
ficers of the ministry of water resources 


on October 7, 1991 which stated, . .The 
organisational structure and requirements 
of NPC(^'should be critically examined by 
appointing an Advisory Committw com¬ 
prising of earlier chairman, NPCC. 
private entrepreneurs and experts. The 
NPCC could be reduced to a core group 
of experts instead of maintaining a huge 
organisation!' 

In the same meeting under the category 
of ‘privatisation of public services’, it is 
clearly mentioned that “It is to be examin¬ 
ed how services in water resources sector 
could be privatised. In regard to the 
NPCC, it'should be examined whether it 
is to be converted as a worker’s partici¬ 
patory organisation. If this is not found 
to be successful, the matter is to be ex¬ 
amined for its winding up/closure, keep¬ 
ing in view the overall government policy 
in this regard. 

When the Employees Joint Forum sub¬ 
mitted its viability plan to the ministry of 
water resources, they ignored and tried to 
suppress it When the ministry called the 
forum’s representatives in January and 
February, they declined to discuss the 
viability plan submitted by the forum. On 
the contrary, the ministry cleverly initialed 
the idea of workers’ co-operative, knowing 
well that this is purely rhetoric and that 
workers cannot conceive of a workers’ co¬ 
operative for this highly capital-oriented 
and technology-intensive unit. 

Finally the ministry of water resources 
in February issued an order and instructed 
the NPCC management to make reference 
to BIFR in accordance with the amend¬ 
ed provisions of the Sick Industrial Com¬ 
panies (Special Provisions) Act. 

NPCC Employees Joint Forum has 
decided to confront this situation. This 
decision and their ongoing activities ac¬ 
tually signify the new mood and direction 
of the public sector trade unions in the 
country Firstly, the forum organised a 
series of agitational programmes in sup¬ 
port of their viability plan. A big conven¬ 
tion was held in Delhi, with the participa¬ 
tion of trade unionists, economists, .social 
groups and journali.sts to discuss the plan 
Then for the first time they organised a 
convention of the employees and their 
unions of all the public sector construc¬ 
tion companies m Delhi in January A 
joint action committee of the unions of 
all the public sector construction com¬ 
panies was evolved in this convention 

Under the banner of Public Sector 
Construction and Consultancy Employees 
Joint Forum, all the unions organrsed a 
national convention at Bokaro in March 
The national convention in its detailed 
resolution pointed out that the present 
policy of the government will result in 
withdrawal of public seitor from con¬ 
struction industry which in turn will lead 
to a complete loss of control on construc¬ 
tion prices and the profiteer contractors 
will extort at will for development of in¬ 
frastructure. The effect of these policies 


on the construction employees will be 
catastrophic More than 50,000 employees 
and lakhs of family members will be hit 
hard. The public sector construction 
employees have also declared their sup¬ 
port and participation in the proposed 
organised movements at the national level 
against the new economic policies of the 
government. 

The NPCC employees’ struggle took a 
new turn when the forum called upon all 
the employees to give up their holiday on 
March 29 and go to work to express their 
commitment to the revival of the com¬ 
pany. The forum’s convenor I S Jha called 
this “a positive assertion of employees’ 
will which indicates a high degree of 
awareness among the NPCC emloyees”. 
Surprisingly, the ministry and manage¬ 
ment announced that nobody would be 
allowed to work on a holiday. And when 
thousands of NPCC workers assembled 
in their workplace on that day, the police 
was called and the employees were denied 
entry. The forum also submitted a mass 
petition, carrying signatures of all emplo¬ 
yees, to the petition committee of the Lok 
Sabha to recommend to the government 
for an early acceptance of the erffployees’ 
plan 

It is also significant to note that in the 
course of nearly one year of struggle, the 
employees also achieved a record turnover. 
The company has achieved a turnover of 
Rs 99 crore during the year 1991-92 as 
against the target of Rs 95 crore set up by 
the memorandum of understanding with 
the ministry of water resources. Not only 
this, the company plans, based on the 
employees will, to achieve a higher turn¬ 
over during the next financial year, as per 
the new MOU 

Now the employees of NPCC have 
practically slopped the reference of the 
company to BIFR They have showr. the 
alternative and in fact implemented it in 
terms ol production, their productivity, 
etc. They have initiated a chain reaction 
in other public sector companies. But the 
government is still adamant about dis¬ 
mantling NPCC and other public sector 
construction activities and is also blind to 
the employees’ viability plan. First, the 
management and the ministry tried to ig¬ 
nore them, and now they are trying to sup¬ 
press them. Employees are constantly 
threatened, transfered, hounded. The 
employees’ unity and the existence of the 
joint forum is the main target of attack 
now. But the .sIPCC Employees Joint 
Forum is firm about the alternative fiath 
of development. They have now appeal¬ 
ed to all central trade unions, confedera¬ 
tion of officers, national level employees’ 
federation in railways, banks, post and 
telegraph, etc, to form a confederation for 
the sole purpose of fighting the new 
economic and industrial policies and to 
save the economic sovereignty of Indian 
nation. 
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Struggle to Revamp Existing 
Fertiliser Units 

In the list of ‘chronically sick units' in 
the public sector, as per the monograph 
on the performance of central public sec¬ 
tor undertakings, prepared by government 
of India, Fertiliser Corporation of India 
(Sindri, Gorakhpur, Tklcheo Ramagun- 
dam, Korba Project, Jodhpur Mining 
Organisation), Hindustan Fertiliser Cor¬ 
poration (Durgapur, Namrup, Barauni, 
Haldia, Marketing, FP and ARD, CPLO) 
and Projects and Development India 
(Design and Engg, Catalyst, Inspection, 
Shipping Transportation and Liaison Ser¬ 
vices) have beenahown as industries under 
‘low priority area’, which need an early 
BIFR reference. The government paper 
clearly indicated the immediate plan of 
government to virtually close down a good 
number of public sector fertiliser plants. 

In a significant and swift development. 
Association of Officers/Enginecrs and 
Thide Unions of the public sector fertiliser 
industry, in a joint move decided to under¬ 
take necessary steps to conduct a study 
with the help of experts, so that an alter¬ 
native action plan could be prepared for 
the public sector fertiliser units, to save 
them from the onslaught of the new eco¬ 
nomic policies. The Fertiliser Workers’ 
Federation of India and National Con¬ 
federation of Officers’ Association of 
CPSU, with the help of Forum of Scien¬ 
tists, Engineers and Ibchnologists, Calcut¬ 
ta. have prepared a thorough ‘Techno- 
Economic Revival Plan’ of FCl, HFC and 
PDIL and submitted it to the prime 
minister and fertiliser minister. This plan 
is meant not only for the protection of the 
right to work of the employees but is also 
in fulfilment of the spirit of inquiry and 
reform and the striving towards excellence 
in collective activity. 

The revival plan has examined the stra¬ 
tegy of revamping and rehabilitation of 
the existing units with reference to the 
criteria of: (a) minimising the investment 
required: (b) minimising the foreign ex¬ 
change r^uired; (c) minimising the sub¬ 
sidy required; and (d) optimising the use 
of the existing technological, manufactur¬ 
ing and process capabilitv. 

On the first criteria the plan indicates 
that with a gross investment of Rs 410 
crore, in all the existing plants, an addi¬ 
tional production of 11.31 lakh tons per 
year can be achieved (9.31 lakh tons of 
urea and 2 lakh tons of nitrogenous 
phosphate). This works out to an average 
investment of Rs 1,776 per ton and if 
Iklcbcr and Ramagundam are included, 
the average investment would be Rs 1,972 
per additional ton of fertiliser. As against 
all these, the investment/ton of urea in a 
new plant would be Rs 16,918, which 
would go up considerably if estimated 
joday on the basis of free foreign ex¬ 
change, in spite of reduction in custom 
duties. 


In the plan, the other factor of impor¬ 
tance is that an additional capacity of 
11.31 lakh tons can be achieved through 
revamping and rehabilitation within 12 to 
24 months, equivalent to Rs 410 crore, as 
against a minimum period of 3()^-40 
months and Rs 2,000 crore required in 
case of denavo grassrooi plants. The 
rehabilitation and revamping scheme 
would in the short run provide about 11.31 
lakh tons of urea per year. This would re¬ 
quire Rs 42S crore per annum in foreign 
exchange for imports. If the government 
decides to close the existing plants of FCl 
and HFC, the loss of existing production 
and additional capacity realisable in the 
short term would be about 21 lakh tons, 
and imports of an equivalent amount of 
fertiliser would be of the order of Rs 800 
crore per annum. The plan also suggests 
the least subsidy option by a change in 
retention price and capital structure in the 
fertiliser companies. 

According to the plan, what is required 
is; (a) decision to invest in revamping and 
rehabilitation; (b) mopping up investable 
surplu.ses; (c) changes in the retention 
price formula; (d) capital restructuring of 
FCl, HFC and PDIL; and finally (e) crea¬ 
tion of a consortium of Indian industry 
to undertake the task of revamping and 
rehabilitation. 

Thus it is stated that BIFR is not the 
way to solve the problem, because none 
of the.se policy options fall within the pur¬ 
view of BIFR. instead of this it is sug¬ 
gested that a revival committee be consti¬ 
tuted, consisting of experts, represen¬ 
tatives of government, term-lending insti¬ 
tutions, managements of the fertiliser 
units and Indian industry and all sections 
of the employees. This committ ’c should 
be given strictly time-bound schedule for 
the revival of the fertiliser units. 

Fertiliser Workers’ Federation of India 
and National Confederation of Officers’ 
Association of CPSU with a deep sense 
of commitment, also stated that “We 
would like to put on record, that our 
organisations would take the responsibili¬ 
ty of guaranteeing not merely the whole¬ 
hearted co-operation and support of the 
workforce but also the active participation 
in the strategy of revamping and rehabi¬ 
litation of existing units through a con¬ 
sortium of Indian Industry!’ 

The wbrkers submitted their plan in 
March. But the government totally ig¬ 
nored and suppressed this and even the 
receipt of the scheme has not been 
acknowledged. On the other hand, the 
government has gone ahead with their 
scheme of dismantling the infrastructure 
of the units of the corporations. In a con¬ 
fidential note, circulated to the members 
of the Tripartite Industrial Committee in 
Chemical Industry, the chemical ministry 
has ruled out the possibility of HFC and 
FCl becoming economically viable. 

In reply to this, fertiliser workers and 


officers’ association called a national con¬ 
vention in May to popularise the revival 
plan and prepare an agitational programme. 
The workers’ and officers’ organisation 
also released another detailed techno- 
economic revival plan in which the revam¬ 
ping measures of each and every FCl and 
HFC plants, PDIL have been outlined 
within a broader context of their history 
and the social relevance of public sector 
fertiliser industry, national and zonal fer¬ 
tiliser scenario, retention price scheme and 
its impact on old plants, modernisation, 
etc. 

The national convention adopted a 
bold declaration in support of self-reliance 
and food security and noted that, “.. .An 
anti-national fertiliser policy of the 
government will affect the indigenous fer¬ 
tiliser industry, irrespeaive of old-new, so- 
called sick and healthy!’ It also cautioned 
that this can lead to a situai ion of impor¬ 
ting foodgrains under such humiliating 
conditions like PL-480. The fertiliser 
workers are now prepared for a long- 
drawn battle in support of their revival 
plan. 

The employees of NPCC, FCl or HFC 
are not exceptions Now in many cases, 
public sector workers and their trade 
unions are committed to run their com¬ 
panies efficiently and profitably, to cor¬ 
rect the past mistakes, mostly committed 
by the mar.agement and government poli¬ 
cies In April 1992, the Electricity 
Employees Federation of India and All 
India Federation of Electricity Employees 
organised a workshop in Delhi on ‘Alter¬ 
natives to World Bank Prescriptions for 
India’s F*owcr Sector’. The federations had 
commissioned a study on India's power 
sector with special reference to the policy 
changes initiated by the government of 
India under the dictates of IMF/World 
Bank. The workshop planned further 
campaign against the Fund-Bank dictated 
policies in power sector and in support of 
alternatives. In May, the West Bengal 
Committee of CITU prepared and sub¬ 
mitted a detailed study on 17 sick central 
public sector units in the state to the chief 
minister, along with a set of proposals to 
revive them. All the units are among the 
58 chronically sick PSUs listed by the 
union government. In this study, CITU 
committed to revive the .factories in a time- 
bound manner. ' 

The closure, retrenchment, lay off, 
dismantling and privatisation of public 
sector are not the only options, as propo- 
gated by the government under the dic¬ 
utes ot World Bank, IMF and MNCs. 
There are other options and alternatives 
available, suggested by the employees 
themselves, which can be productive, are 
viable, sustainable, self-ieUant, energy ef¬ 
ficient and can alro Uke care of workers 
and employment. This is the message of 
the new phase of struggle of public sector 
workers in India. 
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Consumer Redressal Courts 

Missing Commitment to Public Interest 

ShakvaUla Nanwlmhan 

7Wd recent judgments handed down by Consumer Redressal 
Courts set up under the Consumer Protection Act of 1986 bring 
out the yawning gap between the spirit of the law and its 
interpretation in practice. Tkken together, they underscore the fact 
that in the absatce of a genuine commitment to public interest, 
mere enactments deliver little 


WHEN the Consumer Protection Act of 
1986 was passed, promising amopg other 
things a thrue-tkr machineiy at the 
district, state and national leveis, for 
looking into the grievances of the public 
relating to unfair deals in goods and ser¬ 
vices, it was hailed as one of the most pro¬ 
gressive and comprehouive statutes in the 
world. When, however, more than two 
years passed without any action being 
taken by the government to set up this 
machin^, some consumer groups filed 
a writ petition and obtained a supreme 
court ruling that ordered that redressal 
fora should be set up within six months 
(which meant by O^ober-end 1989). In 
order to avoid contempt of court charges 
the authorities swung into action and set 
up the district fora, most of which began 
functioning around the banning of 1990. 
Now that these consumer courts have 
been in existence for two years, it is possi¬ 
ble to assess their effectiveness in relation 
to the promises that they held out. of pro¬ 
viding for the layman a 'simple and 
speedy’ procedure for obtaining redress in 
cases of unfair treatment in transaaions 
involving goods and services. IWo recent 
judgments handed down by these courts 
bring out, sharply and succinctly, the 
polarised divide separating the spirit of 
the law underlying the act, and its inter¬ 
pretation in practice. Ikken together, they 
underscore the faa that in the absence of 
a genuine commitment to public interest, 
mere enactments deliver little. 

The first judgment relates to a case filed 
last year against the Central Bank of India 
when they hiked their rental charges for 
safe deposit lockers by nearly 8S per cent, 
and in addition demanded payment at the 
enhanced rates with retrospective effect 
even for the unexpired penod of the ren¬ 
tal agreement. This was patently unethical 
as well as illegal, as it made a mockery of 
a signed receipt for payment received, in 
advance and in fiilL I therefore filed a case 
before the Bombay district forum, after 
first lodging a protest with the bank. The 
bank’s defence was that 

(1) the rates had not been hiked since 1983 
(and therefore it was all right to raise 
the rentals), and 

(2) other banb had also hiked their 
charges. 


Neither of these arguments was satisfac¬ 
tory (especially coming from a tuuionalis- 
ed undertaking, in a democratic set-up) 
and 1 submitted my petition for redressal 
in court on December 5, 1990. 

What followed four weeks later was 
curious—the bank sent for me and quietly 
refunded the extra amount collected as 
differential rent with retrospective effect 
(for the unexpired four months of my 
locker agreement, from August to 
December). They had claimed, at the time 
of imposing the extra charge, that “all 
other locker-holders were also being ask¬ 
ed to pay up”. Therefore, 1 now asked the 
bank if this refund ws being made to all 
other ;lients toa The bank would not 
answer. (“Madam, why do you ask in¬ 
convenient questions?” the official said.) 
My objection to the steep hike in rates, 
from Rs 93 to 175, was based on the 
fact xhat 

(a) the lockers already existed, and 

(b) imposing arbitrary and inordinately 
large hikes amounted to flouting 
norms of public accountability. 

1 also pointed out that Canaia Bank had 
reduced its rental rates after strong pro¬ 
tests from the public and that the 
guidelines followed by the banks, of ‘keep¬ 
ing the hikes below one hundred per cent’, 
amounted to capriciousness. 

From the wording of the act, the public 
is led to believe that cases will be decided 
‘within 90 days’, but this is not true The 
district fora interpret it as ’90 days from 
the time that notice of the complaint is 
sent to the opposite party’, but even this 
does not conform to what happens in 
actual practice. Thanks to official 
lackadaisicalness in the implementation of 
the act, most of the district forum courts 
have b^ functioning with insufficient 
staff and unsatisfactory facilities, and a 
takes months even for notice to be sent 
to the respondents. 

In the case of the Bombay district 
forum where my case was filed, work 
ground to a halt during 1991 following a 
ruling by the national commission at 
Delhi declaring that judgmenu given by 
fora under the signature of only two of 
the three members making up the bench 
were invalid. One of the three members 
of the Bombay forum, K K Phthak, had 


consistently absented himself from Uie 
hearings of the forum ever since its incep¬ 
tion, and it was alleged that he had bem 
nominated by one of the sute ministers 
specifically to sabotage the working of the 
r^ressal forum and discredit the chief 
minister. This member refused to reaicn 
and make way for a new appointee, and 
was evasive when confronted by a group 
of consumer activists; and because of thh 
stalemate, cases filed at the forum were 
merely piling up, without any notices 
being sent as a prelude to resolving the 
disputes. 

It took over seven months for the case 
to come up finally, and a hearing was 
fixed for July 19, 1991. (So much for 
‘speedy justice’ to the public, promised by 
the act.) 

No representative of the bank was pre¬ 
sent when the court took up my case (so 
much for ^tomer-oriented service’ frm 
a nationalised undertaking). When the 
bank’s legal adviser eventually turned up, 
45 minutes late, it was to ask for an ad¬ 
journment, on the grounds that the head 
office “could not trace the branch that the 
case referred to”. 

The court posted a second hearing for 
July 26. This time a professional firm of 
lawyers hired by the bank turned up and 
once again sought an adjournment, on the 
ground that the papers relating to the 
case had been deliver^ to them “only the 
previous evening” and they needed time 
to prepare their arguments. 

The Consumer Protection Act specifies, 
clearly, that only one adjournment shall 
be granted (so that cases do not go on 
dragging and disputes are resolved speedi¬ 
ly). And yet, the magistrate grent^ the 
adjournment once again, fixing August 23 
for the next hearing. Under the rules, I 
was entitled to claim costs on an adjourn¬ 
ment, but this was not pointed out to me. 
Besides, a representative of a consumer 
association which had volunteered to 
‘assist’ me in putting forth my case 
because it was interested in the matter of 
locker rentals waived costs on my behalf 
(without consulting me). 

The court itself put it on record that the 
bank had had “enough time to consult 
legal advisers if they wanted” and that 
these adjournment requests were merely 
postponement tactics. And yet their plea 
was granted. 1 came to know, at this point, 
that the bank’s head-office was unable to 
come up with convincing proof of costing, 
and was asking the branch office to come 
up with a justification for the rates fixed 
(although it is the head office that decides 
on, and imposes, the rate hikes). 

1 could not be in town for the third 
hearing on August 23, as 1 was moving out 
to Bangalore, and thimefore asked for an 
ex parte judgment, after having given all 
my arguments in writing in advance. 
When nothing was heard regarding the 
ruling in my case for more than three 
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weeks after the scheduled date of hearing, 
I sent a reminder to the forum. A second 
reminder was sent a month later, asking 
for information about the ruling in my 
case;. There was no reply. Yet another let¬ 
ter, addressed personally to the president 
of the forum, Khedkar, remained un¬ 
answered too. A friend in Bombay, who 
is also an activist, sent me the informa¬ 
tion that the judgment could not be typed 
out because the typist had gone on leave; 
hence 1 had not received intimation about 
the judgment: (So much for 'speedy and 
simple' redress—and where does a com¬ 
plainant turn if one wants to complain 
about the lackadaisicalncss of the forum 
itself?) 

Finally, in the first week of November 
1991,1 received a letter, dated September 
29 but postmarked October 29(1), saying 
that the court Jiad dismissed my case since 
the bank lawyers had argued that the 
locker service did not come under 'service' 
and therefore the complaint did not fall 
under the purview of the Consumer Pro¬ 
tection Act. 

So, at the end of thirteen months, I have 
ended up 

(1) wasting money on xeroxing four sets 
of all relevant correspondence and 
supporting documents, as required by 
the rules, 

(2) spending lime and money on presen¬ 
ting myself in court for hearings that 
kept getting adjourned for one reason 
or the other, and 

(3) wasting postage on repeated reminders 
for information about the judgment, 
which should have been given to me 
immediately after a ruling was given. 

From a court that is meant to ‘protect and 
assist’ the aggrieved citizen, 1 (Ud not even 
receive a simple acknowledgment infor¬ 
ming me that there was a delay in making 
available to me what was a legitimate 
entitlement. 

What is more, the engagement of a firm 
of professional lawyers by the bank to 
fight the case meant that public money 
has been wasted—money that has come 
from my pocket as a taxpayer. In other 
words, my money has been used to hire 
lawyers to argue against me; The bank 
loses nothing, since the cost of hiring is 
added on to their expenses. A private 
citizen carmot pass on the cost of fighting 
a case in the same manner. 

So what do all the grandoise declara¬ 
tions of 'protecting' the consumer that the 
act makes translate into in practice? The 
majority of complaints in these fora, all 
over the county, pertain to unfair treat¬ 
ment or im|.ositions by public undertak¬ 
ings (electricity service, telephones, 
railways, banks, etc) in which the in¬ 
dividual citizen-user is controlled by 
unilateral, arbitrary and often outdated 
‘rules’ which victimise the user. In all these 
cases, the respondent merely engages a 
professional lawyer to argue and fight the 
case, intimidating the lay person who has 
the temerity to file a case. (During one 


sitting of the district forum's court at 
Bangalore in March, for instance, there 
were 10 black-coated lawyers holding 
sheaves of legal papers and bulky tomes, 
in a room of 28 lay persons waiting for 
their cases to be called.) While these 
lawyers raise elaborate ‘points' about 
whether 'service' means, and includes, 
providing electricity (for instance) or 
whether ‘consumer’ under the act includes 
those using bank lockers, the spirit of the 
law is completely and thoroughly by¬ 
passed and buried. If the presiding 
magistrate is going to be influenced by 
legalise and verbal hair-splitting, what 
redress can a layman have, when he takes 
the trouble to file a complaint because he 
feels he has had a raw deal and has been 
unable to obtain redress on his own in¬ 
itiative? Shouldn’t ‘justice’ be interpreted 
as ensuring that arbitrariness in imposi¬ 
tions, whether by a private party or by 
State undertaking, can be challenged for 
proof of fair dealing? 

As a lay person, my options now are; 

(a) To appeal to the state commission 
against the judgment of the district 
forum, which means once again, 
xeroxing and filing papers, and 
waiting (and in any case, since 1 have 
moved away from Bombay, there will 
be the problem and expense of travel; 
besides, a judgment given in August 
had taken three months to reach me), 
of 

(b) Be pragmatic and decide that, as 
matters stand today, an individual 
cannot challenge a state undertaking’s 
accounting praaices, right or wrong. 

No wonder, then, that the ‘futility syn¬ 
drome’ is so pervasive, robbing lay citizens 
of the healthy zest for vigilance in mat¬ 
ters pertaining to utility services which is 
so essential for keeping democratic norms 
alive. More than corruption, malpraaices 
and apathy in the corridors of power, it 
is this ‘kuchch nahin hoga’ cynicism that 
vitiates public processes today—and it was 
precisely this element of futility that the 
Consumer Protection Act promised to 
fight: 

An examination of the cases brought to 
these consumer courts in the last two years 
reveals that public utility services (like 
telecommunication services) have tried to 
argue that the service they provide does 
not fall within the purview of the act. 
(Whether telephone subscribers were Con¬ 
sumers* was the subject of argument in at 
least one case; in another, the BEST 
undertaking argued, through a lawyer at 
Bombay, that they did not have an obliga¬ 
tion to issue prior notice to an electricity 
consumer before cutting off his power 
supply.) What such arguments betray is a 
basic absence of a sense of obligation 
towards providing a service to the paying 
public; in the context of this kind of ethos, 
even impressive, well-intentioned statutes 
deliver little to the aggrieved layman, 
esp^ially while dealing with monopoly 
services. 


Now, fOT the second judgment, this one 
from Gujarat. Manubhai Shah made three 
phoiK f»ii« from a public booth at the air¬ 
port, when the fli^t he was to catch to 
attend a meeting at Delhi was delayed and 
he had to inform the meeting organisers 
of this dday. The calls did not go through, 
and he lost three rupees. He filed a case 
before the Ahmedabad district forum 
demanding a refund of the three rupees, 
plus compensation of Rs 750 “for agony, 
harassment and armoyance’’ caused by the 
failure of the calls to go through, plus 
Rs 500 by way of costs. The district forum 
conceded that the public has “a right to 
expect a public phone booth to be in 
working order” at all times, and awarded 
him the sums claimed. The general 
manager of Ahmedabad Telephones went 
in appeal to the state commission 
challenging this judgment, bu^the state 
commission has dismissed the appeal and 
upheld the award of compensation for 
negligent service. 

On the one hand, an 85 per cent jump 
in the charges levied by a government 
undertaking, for the lease of a bank locker 
(hiked from Rs 95 to Rs 175) is judged to 
be “beyond the purview of the Act”, in 
spite of the fact that banking service is 
specifically mentioned in the act, and 
several rulings regarding unsatisfactory 
and deficient service in banks have oecn 
handed down by district fora all over the 
country. (Locker service is very much part 
of the service provided by banks and is 
governed by rules as such.) On the other 
hand, three rupees lost in making three 
phone calls is considered valid grounds for 
compensation. There could not be a more 
eloquent comment on the effectiveness of 
the redressal machinery than the contrast 
between these two cases, judgments for 
which became available around the same 
time. 

The whole point in setting up redressal 
courts is lost if those sitting in judgment 
miss the spirit of the enactment and prefer 
instead to go by technical hair-splitting 
and legerdemain from lawyers as in a con¬ 
ventional court of law. The same Con¬ 
sumer Protection Act applies all over the 
country, but citizens in some fora have a 
better record of redressal of grievances 
than in others, depending on how the 
presiding official perceives the rationale 
underlying the enactment. Bihar was the 
first state to set up these consumer courts 
and yet its record is being described by ac¬ 
tivists as ‘dismal’. The problem is not the 
law, its absence or limitations; the real 
problem is the lack of commitment to 
public accountability even among those 
appointed to interpret the law. 

Courts and acu are meant for the 
people, if the people are to turn to couru 
and make use of the legal provisions to 
uphold their rights, they ne^ to be con¬ 
vinced that the spirit of the law is based 
on justice rather than legal quibbling. 
Otherwise the sutute books are reduc^ 
to just so much ‘raddi’, or waste paper. 


11 to 


Economic and Political Weekly May 30, 1992 



Strat€3ic Issues in Administrative Rcorsanisation 
Developins Countries Perspective 
Prahlad K Basu 

Menu of Financial Indicators Used in MOUs 
An Exercise in Clarification 
Prajapati Trivedi 
M P Vithal 

Thinking about the Labour Process 
Some Clues from Western Studies 
Bernard D'Mello 

Determinants of Bargaining Structure in India An Exploratory Exercise 
Debashish Bhattacherjee 

Evolving Optimum AAedia-Mix and Communication Strategies for Rural Markets 

Rajendra K Aneja 



Strategic Issues in Administrative 
Reorganisation 

Developing Countries’ Perspective 

Prmhiad K Basu 

Of the several approaches available to measure efficiency of delivery, reviewing transition of governments in 
developing countries through the phases of governance, administration and management, can provide a usgful 
macro framework. At the micro level, there are also several measures of good government, these include- growth 
and efficiency of public spending, quantification of output and performance of government, the extent of struc¬ 
tural change in the civil service, devolution of government’s responsibility to decentralised executive agencies, 
reforms in public enterprise and removal of areas of government failure, improved effectiveness of governments 
to manage poverty alleviation and other social sector programmes like education and health which provide useful 
tools of measuring good government. Areas of government should be reduced when it is too much and the failures 
too many. Similarly the areas of government should be extended when too little. In the developing countries, 
governments have yet to provide the cutting edge of a nation’s competitive advantage as they do in many developed 
countries like France and Italy. The experience of the VK during the Thatcher years also provides some useful 
lessons. 


I 

Intnxiurtiitn 

IN I8S3 the British parliament passed the 
act directing that recruitment to the Indian 
Civil Service be made by open competitive 
examination.' By 191.3, there were as many 
as 30 Indian.s in the combined Bengal- 
Bombay-Madras establishment of nearly 800 
cadtes administering the sub-contmeni from 
Burma to Baluchistan. That the ICS weie 
then the torch-bearers of the British tradi¬ 
tion in civil service is amply borne out by 
the laci that it was not until 1870, i e, near¬ 
ly 27 years after the 1853 act that the Civil 
Service Commissioners in I ondon gamed 
control over graduate recruitment for higher 
posts m the Home Civil Service through 
open competitive examination. Even in 1947 
when India became independent, the perma¬ 
nent secretary in Whitehall dress’ almost the 
.same salary as his ICS counterpart in New 
I3clhi and the total cadre strength ol the ICS 
was still in three figures. Despite these im¬ 
pressive bonds of heritage, was the inheri¬ 
tance really ot any long-term advantage in 
providing independent India with a struc¬ 
ture and a trumcwoik without which ihe 
machinery ot government would have been 
poorer? 1 his has long been a debating issue. 

With the hindsight of what happened in 
the subsequent decades in India as well as 
other newly independent Commonwealth 
countries like Malaysia and Singapore and 
even taking into account the interesting 
developments within the BnUsh Civil Service 
during this period- there is today a power¬ 
ful school of thought that considers this 
linkage as a handicap rather than an advan¬ 
tage According to them, this linkage merely 
provided a rigid hide-bound framework 
suitable lor colonial administration which 
made subsequent restructuring and moder- 
^nisation almost an impossible task. Equal 


ly, the fact that Britain itself is fighting to 
modernise the bureaucracy with etpenments 
such as management by objectives, the 
MINIS ministerial information system, and 
the financial management initiative is 
another aspect of the realisation that even 
the structure here needed change. 

The sentiment expressed by India’s first 
prime minister Jawaharlal Nehru that “no 
new order can be built up in India so long 
as Ihe spirit of the ICS pervades our ad¬ 
ministration and our public services”^ is, in 
a sense, still relevant today nearly two 
decades after the extinction of the last ICS 
from Indian bureaucracy. Ironically, the ICS 
tradition of high talent, integrity and 
independence is al.so extinct today with 
mediocrity, corruption and sycophanc 7 in 
the post-ICS structure. And yet, there is still 
some lingering similarity between the two 
structures—which makes comparative analy¬ 
sis of our failures in India with those in UK 
particularly instructive. Although the degree 
ot failure varies, there arc interesting lessons 
to be learnt from each other. Despite the ap¬ 
prehension often heard in England that a 
growing civil service can be a harbinger of 
collectivism, even ot socialist revolution, and 
the attempts by democratically-elected 
governments like tho.se in the UK and India 
to reduce its size, the civil service in both 
these countries, as indeed in many other 
Commonwealth countries, not only surviv¬ 
ed but grew greatly in size and akso by and 
large in stature as an essential instrument m 
the establishment ot a welfare state and a 
managed economy 

Since the civil service is not an end m itself 
but only a means to achieving the ends of 
a welfare state and a well managed economy, 
it IS necessary to analyse the size of the 
challenge that is laced in third world coun¬ 
tries. Two-thirds of the world’s population 
continues to live in abject poverty, almost 


all III the third world In this context, is the 
question of a choice between market forces 
and slate intervention raised in the wake of 
‘perestroika’ really relevant? The track record 
of third world bureaucracies in the last four 
decades seems to confirm one’s belief that 
It IS far easier for governments to intervene 
badly than to intervene at all, yet state in¬ 
tervention and involvement in the manage¬ 
ment of the national economies of these 
countries is inescapable This underlines the 
urgent need lo improve the performance of 
government in its changing role 

On the other hand, the civil services of 
the third world find themselves unable to 
move with the times. They are not able to 
cope adequately even with the problems of 
law and order In the new managerial func¬ 
tions of goal setting and goal definition, of 
entrepreneurship and management, bureau¬ 
cracy in the third world continues to 
demonstrate an almost trained incapacity, 
isolation from the people, excessive concern 
for power and privilege, commitment to 
rules and procedures rather than to results, 
misplaced faith in the capabilities of the 
generalist admimstrator and inability to 
adapt.^ Even where democracy has been 
achieved as a sustainable political system, 
like in India, democratic decentralisation is 
still very much a far cry. At the same tiipe, 
issues of political neutrality and permanency 
in the civil service are being questioned. 
Consequently, authority in bureaucracy is 
yet to be adequately balanced by accoun¬ 
tability. Despite allocation of massive 
resources through planning models, utilisa¬ 
tion of these resources continues to lag 
behind. How to change the role of the civil 
services and of government is an issue which 
requires today immediate attention. It is 
necessary to identify and re-state the areas 
where government is still necessary in these 
countries. What should be the role of the 
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other sub-systems within the governmental 
systems? To illustrate, what should be the 
interface between the government, industry 
and the other parastatal organisations, 
whether they arc the executive agencies of 
the massive public action programmes in 
rural employment, education, housing, 
health and so on, or massive public entcr- 
prisesyand major industrial projects in the 
econoiriV. In most of these countries, the 
civil services are charged today with tacki 
ing poverty and agricultural productivity, 
supervising the performance ot public and 
private enterprises expected to deliver results 
of industrialisation as also with formulation 
and implementation of all major projects in 
the infrastructural sectors of the economy, 
like ports, railways and telecommunications, 
where delay has been endemic Are the civil 
services in these countries appropriately 
structured for this purpose? Is the education 
and training needed by the civil servants to 
respond to these challenges adequate and 
imparted in the required measure? Are the 
systems in the bureaucracies streamlined'' 
Are the behavioural and cultural needs met 
adequately? 

It was soon realised after the country at¬ 
tained political independence that this was 
meaningless without ihe content of econo¬ 
mic independence, growth and development 
The first question which should therefore be 
attked in considering the siratcgic issues in 
India’s administrative reorganisation of the 
last four decades is the extent to which the 
challenge of managing India’s economy has 
been met by the bureaucracy assisting the 
political masters who have been in the driv¬ 
ing scat during all these years. Although 
there is no simple answer to this esttremely 
complex question, some general observa¬ 
tions can be made which underscore the 
tremendous scope^ that still remains in im¬ 
proving the performance of the economy, 
which can, at best, be termed as ‘mixed’ and 
‘poor’. India’s per capita growth rate of bare¬ 
ly one per cent during 1951-85 was lower 
than the average growth rate of the develop¬ 
ing countries. In area 13 times the UK’s size 
and in population about 14 times, India's per 
capita income is barely one-thirtieth. 
Although the per capita annual income in 
India (estimated at S 340) is marginally 
higher than the comparable $ 330 estimated 
for China,^ distribution of income in China 
is stated to be much less inequitable than in 
India where nearly 30 per cent of the 
populatiop numbering 250-300 million still 
continue to live below the poverty line. Thus 
the Indian economy does not ‘take off but 
continues to ‘muddle through’. The main 
achievement of India’s economic manage¬ 
ment which has been ‘self reliance’ in in¬ 
dustry and more recently in agriculture is 
now once again being questioned with the 
import of nearly 2 million tonnes of food- 
grain necessitated in 1988*’ and a critical 
shortage of foreign exchange dunng the cur¬ 
rent fiscal year caused by an equally serious 
crisis in the country’s balance of payments 
with a total external debt of over US S 70 


biIlion.The public enterprites which provided 
Ihe engine of growth for a vibrant mixed 
economy in the 50s and 60s and still pro¬ 
vide the basic industrial infrastructure of the 
economy, are today facing a serious mana¬ 
gerial challenge of modernisation and 
restructuring. The central public enterprises’ 
overall profitability ratio ranging from 12 to 
13 per cent is lower than the current cost of 
capital. In a heavily protected econom—and 
this was a price that the country paid for 
achieving self-reliance—India’s corporate 
sector is still left at the starting gate. This 
puzzle can only be explained by two opposite 
perceptions of this sector’s performance, 
namely, (hat India is still one of Ihe few 
recession-free economies of the world even 
if It grows at a snail’s pace and that the reali¬ 
ty of India’s economy continues to be con¬ 
ditioned by government controls of various 
kinds. These include; raw material alloca¬ 
tions, control of labour where it is not easy 
to lay off employees, selling prices mostly 
govenunem-controlled, banks mostly owned 
by government and even output controlled 
under a licensing regime where enterprises 
could be siiut down if they produced more 
than they weir licensed. The recent efforts 
toward liberalisation are seen as no more 
than feeble attempts to inject competitive 
vigour in an over-controlled, over-protected 
and over-priced economy. Indeed, the con¬ 
trollers do not change their style and attitude 
even when controls are reduced. India’s con¬ 
tinued fiscal imbalance, characterised by a 
budget deficit currently running at nearly 10 
per cent of GDP, annual inflation rate of 
12-13 per cent, current account deficit run¬ 
ning at 50 per cent of India’s exports and 
a debt to GDP ratio around 12-15 per cent 
requires immediate attention to curb the 
fiscal deficit, improve the balance of 
payments and arrest any further decline in 
the value of the rupee. At the same time 
poverty alleviation programmes have to be 
managed efficiently and public enterprise 
reforms to be undertaken without a day’s 
delay. Even the social indicators in India like 
life expectancy is less than China’s, infant 
mortahty twice that of Philippine.s and 
literacy rate half that of Sn l.anka These 
are only some of the measures of the im¬ 
mediate challenges which the couniry's 
bureaucracy faces in 1991. 

There are other measures of direct govern¬ 
ment ‘failure’ in India's economic manage 
men! which can be categorised under con¬ 
tinuing errors m resource uiilisation despiic 
reasonable success m resource mobilisation 
The slow growth rate of the country’s 
economy—it was barely 3 'per cent in (iDP 
in 1991—can be explained by this pheno¬ 
menon despite an impressive domestic sav 
mgs ratio of over 20 per cent. In agriculture, 
this IS leflectcd in continued poor yield per 
acre in principal crops, like wheat, rice, 
barley, maize and pu'ses where India's 
achievement was less than half that of 
China ^ Enormous delays in the implemen¬ 
tation of public sector projects in atomic 
energy, coal, fertiliser, non-ferrous metal. 


steel, petroleum, petrochemical, railways, 
power, paper, cement and telecommunica¬ 
tions sector where 300-odd projects 
themseivs reported total delay exceeding 600 
years is another aspect of this failure Even 
where projects are completed after such 
enormous delays, they continue tO suffer 
from the phenomenon of under-utilised 
capacity which ranged from 40-50 per cent 
of installed capacity in power, steel, cement 
and other sectors.* It is true that the low 
performance of the Indian economy has 
been caused by the protectionist policy 
framework of the 50s and 60s which proved 
difficult to dismantle or change. Thus 
despite efforts to liberalise, not a single in¬ 
strument of control has been given up and 
the hassle factor continues to operate against 
the interests of speedy growth even where 
controls, quotas and tariff barriers hove been 
lowered. Tb the extent that the poor perfor¬ 
mance is caused by these factors affecting 
the efficiency and effectiveness of govern¬ 
ment both in formulating policy as well as 
in implementing it, it is directly relevant to 
the country’s administrative reorganisation. 
Thus poor performance of the country’s 
public enterprises has been caused not 
because of any inherent inefficiency in the 
instrument of the ‘public enterprises’, nor 
because of ‘managerial failure’ of the boards 
of these enterprises. In India, managers of 
public enterprise are as efficient as those in 
the private sector. Indeed, current research 
shows that the principal factor has been the 
‘governmental failure' caused by several sub- 
optiaial investment decisions, wrong pricing 
and wage decisions, government’s inability 
to provide an efficient managerial person¬ 
nel policy and in various other areas of 
decision-making where wrong strategic deci¬ 
sions taken by the bureaucracy pre-empted 
any po.<i$ible managerial success of these 
enterprises.*' Analysis also shows that even 
in the area of managing public action pro¬ 
grammes for alleviating poverty where 
India’s achievement in the last 40 years has 
really been dismal, the challenge is basically 
for the administrators to respond with better 
and more innovative management capabili¬ 
ty and in restructuring the bureaucracy with 
a view to decentralising decision-making ef¬ 
fectively Involving people’s elected represen¬ 
tation at the grassroots level.Thus it will 
not be enough to reshape the policy package 
for the industrial, trade and other sectors. 
Past experience shows that changes in policy 
are not enough if initiatives are not taken 
at the same time to modernise the bureau¬ 
cracy along truly managerial lines where ad¬ 
ministrators are judged not by their promises 
but by their performance for which they 
must be made accountable. This is all the 
more relevant in a developing country like 
India where government’s involvement in the 
business of the economy will have to con¬ 
tinue for .some time to come. 

Has the size of India's ‘ever proliferating 
bureaucracy’" become unduly large? In ab¬ 
solute terms, the growth of India’s bureau¬ 
cracy has been phenomenal. I f, however, we 
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compare the bureaucracy in developed coun- 
trie: and compare India’s size, the statistical 
results do not entirely confirm this. The 
estimated current employment of less than 
20 million in India’s central government, 
state and local government, general govern¬ 
ment and public enterprises works out to less 
than 2.S per cent of the population. In a 
recent study conducted on the size of 
bureaucracy in developed and developing 
countries, the findings confirm that 
public employees as a percentage of the 
population lange from 16 per cent in Sweden 
and Denmark to 13 per cent in UK, 8 per 
cent in the US and Canada to one of the 
lowest figures of the developed countries of 
4.5 per cent in Japan. This ratio is, however, 
mudt lower in the developing countries rang¬ 
ing from about 6 per cent in Argentina to 
less than 2 per cent in Guatemala. The 
developing countries like India, Korea, 
Kenya, Philippines and Ihnzania were in the 
range of 2-3 per cent. Interestingly enough 
the analysis also shows that the cost of the 
civil service in many of the developing 
countries—in India, it is around Rs 7,000 
crore—also remained at levels comparatively 
lower than those in the developed countries. 

II 

Organiaalional and Personnel 
Reforms in India: 1947-91 

The administrative reorganisation of 
modern India after the country attained in¬ 
dependence in 1947 can logically be studied 
under two broad headings, (a) administrative 
reforms and (b) personnel reforms. The lat¬ 
ter included reforms in the structure of the 
civil service, their pay, pensions, training and 
management succession including the issue 
of political neutrality, permanency and 
corruption. 

Organisational and Administrativl 
Reforms 

Three distinct periods can be identified in 
the last four decades of organisational 
reforms, namely, (i) reforms up to the 70s; 

(ii) reforms during the 70s which followed 
the recommendations of the Administrative 
Reforms Commission set up in 1966; and 

(iii) reforms in the 80s. 

A committee known as the Secretariat 
Reorgaiusation Committee headed by Girija 
Shankar Bajpai was set up soon after the 
country attained independence in 1947 to in¬ 
quire into the question of personnel short 
ages, better utilisation of the available man¬ 
power and improvement of methods of work 
in the central secretariat. This was followed 
by a review of the working of the machinery 
of the central government undertaken 
towards the end of 1949 by N Gopaiswami 
Ayyangar (Report on Reorganisation ot the 
Machinery of Government, 1949) In July 
1951 A D Gorwala, an eminent planner and 
an ICS officer was asked to assess how far 
the existing administrative machinery and 
methods were adequate to meet the require¬ 



ments of planned development (Report on 
Public Administration, 1951). IVvo subse¬ 
quent reports which had a significant im¬ 
pact on the administrative leforms were I^ul 
H Appleby’s first report ‘Public Administra¬ 
tion in India; Report of a Survey, 1953’ 
followed by his second reporf ‘Rc-exami- 
nation of India’s Administrative System with 
special reference to Administration of 
Government’s Industrial and Commercial 
Enterprises, 1950’ 

The Appleby report of 1953 had empha¬ 
sised the need for the establishment of a cen¬ 
tral office charged with the responsibility of 
reviewing structures, management and pro¬ 
cedures. As one of the outcomes of the 
report, an O and M division was set up in 
1954 in the cabinet secretariat, supported by 
O and M units in the various ministries. The 
thrust of this division was by and large 
directed towards effecting improvement in 
paper management through manualisation 
and a system of inspections. Among its more 
important achievements was the bringing out 
of a Manual of Office Procedure for all 
ministries. However, its ambit ol activity 
remained limned. 

In 1963, a mid-term appraisal of the Third 
Plan showged that although significant pro¬ 
gress had been made in a number of direc¬ 
tions, the pace of economic growth was slow 
It became apparent that administrative defi- 
aencies had something to do with the short- 
faU in economic achievement. Central mims- 
trics and state governments were, therefore, 
called upon to raise the level of ad¬ 
ministrative efficiency and strengthen the 
implementation of development program¬ 
mes. It was in this background that the 
machinery for administrative reforms came 
to be reviewed. The first outcome of this 
review was the setting up of a department 
of administrative reforms within the 
ministry of home affairs in March 1964. The 
O and M division was transferred to its 
charge from the cabinet secretariat. The in¬ 
tention was that the department would be 
the government’s standing machinery for ad¬ 
ministrative reforms. It was expected to raise 
the level of the reform process from mere 
O and M operations to something more like¬ 
ly to yield positive results. In l%5, a new 
Bureau of Public Enterprises'' was also set 
up within the government of India to pro¬ 
vide an in-house management consultancy 
agency for the public enterprises and econo¬ 
mic ministries controlling public enterprises 
in the federal government. This was follow¬ 
ed by setting up of similar organisations in 
the state governments of the Indian union 

As piecemeal efforts aimed at reforms 
proved inadequate to meet the new challen¬ 
ges thrown up by developmental activities, 
It was felt necessary to explore the basic and 
significant sectors to adopt a co-ordinated 
approach to the admimstrative requirements. 
Accordingly, the Adminfstrative Reforms 
Commission (ARC) was set up in January 
1966. The terms of reference of ARC were 
perhaps the widest ever entrusted to any 
commission and covered the entire gamut of 


public administration at the centre as well 
as in the states. The ARC wai asked to give 
consideration to the need for ensuring the 
highest standards of efficiency and integri¬ 
ty in public services, for making public ad¬ 
ministration a fit instrument for carrying out 
the social and economic goals of devdop- 
ment and also for making administration 
responsive to the people During 1966 to 
1970, the committee submitted 20 reports 
containing 537 recommendations. These 
recommendations covered a series of sug¬ 
gested changes, big and small, in all impor¬ 
tant sectors of administration. Equally im¬ 
portant, these stimulated further thinking on 
a variety of administrative problems which 
led to newer and more radical reforms. 

The decade of 1970-80 witnessed enor¬ 
mous changes in the administrative struc¬ 
ture, systems and procedures, partly as a 
result of implementation of ARCs recom¬ 
mendations and partly due to the efforts of 
the central reforms agency. Some of the 
more important reforms effected during this 
period on the recommendations of the ARC 
were: 

—a central personnel agency, the department 
of personnel, was set up; 

—the role of the department of administ¬ 
rative reforms was redefined and its struc¬ 
ture streamlined; 

—new systems of secretariat working in¬ 
cluding the desk officer system, were 
introduced; 

—performance budgeting was adopted by all 
developmental ministries, 

—a flew prinaple in delegating financial and 
administrative powers was adopted, that 
tlie powers to be delegated should be the 
maximum possible rather than the mini¬ 
mum necessary; and 

—the Bureau of Public Enterprises was 
strengthened pursuant to ARCS’s Report 
on Public Sector submitted in 1967 and 
several new initiatives were taken to pro¬ 
fessionalise public .sector operations in the 
country. 

Based on the recommendations of ARC, the 
following functions came to be assigned to 
the department of administrative reforms: 

(i) advising the central government on 
policy matters concerning administ¬ 
rative reforms; 

(ii) providing management consultancy ser¬ 
vices to the organisations of the central 
government, state governments, pub'ic 
sector and local bodies and promoting 
modem mana;’,enient firactices in these 
organisations; 

(ill) piomotion and development of the 
management services efforts in minist- 
iies/departments; and 

(iv) impaiting management education and 
disseminating information on administ¬ 
rative practices and modern manage¬ 
ment techniques. 

Management studies occupied an important 
place in the scheme of administrative 
refoims. A number of reform measures were 
introduced as a result of the studies carried 
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out by the department of administrative 
reforms. Specific areas of management 
covered in the study reports included: 

- organisational structure and relationship: 
—methods and procedures; 

—financial administration; 

—information systems; 

—records management; 

—use of modern offiCc machines and 
equipment; 

—citizen satisfaction; and 
—employee satisfaction 

These brought about considerable improve¬ 
ment in the working of the offices and 
helped to increase the level of citizen and 
employee satisfactioiu Some of the measures 
introduced as a result of the studies were: 
—integration of internal and associate 
finance in ministries into a single inte¬ 
grated financial adviser; 

—departmentalisation of accounts; 

—payment of pension through nationalis¬ 
ed banks; 

—discontinuation of pay-slips for officers 
by the accountant general and drawal of 
pay and allowances of gazetted officers in 
the establishment bill form by the head of 
office as for other non-gazetied staff; 
—last pay drawn to be allowed as leave 
salary for all categories of employees; 
—collection of road tax through post 
offices; 

—payment of government dues in cash 
across the departmental counters; 

—collection of eleciricity/water charges by 
Delhi Electric Supply Undertaking and 
New Delhi Municipal Committee through 
branches of nationalised banks; 

—evolving a revised schedule of retention 
periods foi records common to all 
ministries; and 

—introduction of the functional filing 
system which is ba-sed on a logical group¬ 
ing of funaions, acUviUes and operations. 

Another important reform that wa.s effected 
during the lOa was the setting up of a depart¬ 
ment of personnel and admimstraiive reforms 
at the stale level, alongside the slate level 
bureaus of public enterprises. 

Rt'FORM.S IN IMF 80s 

In the 1980s, particularly since i985, a 
number of reforms have been brought about 
in the administrative system. A full-lledged 
ministry of personnd, public grievances and 
pensions was set up in March I98S with three 
dqsartments, viz, depa r t m ent of personnel and 
training, department of administrative 
reforms and public grievances and depart¬ 
ment of pensions and pensioners welfare. A 
major highlight of this arrangement was that 
the ministry was placed under the overall 
charge of the prime minister assisted by a 
minister of state. Secondly, the subject of 
fiublic grievances was added to admimsi- 
rative reforms. This alignment was effected 
under the rationale that it would provide a 
closer and integrated view of the inade- 
quKies of the administrative system that 


give rise to grievances, on the one hand, and 
how the administrative machinery could be 
made adaptive to changing requirements, on 
the other. Thirdly, a separate department was 
created to handle the subject of pension and 
pensioners welfare. 

Greater emphasis was placed on the crea¬ 
tion of a new work culture Where perfor¬ 
mance and result orientation was given the 
highest priority. The importance of this ap¬ 
proach was reflected notably in the then 
prime minister’s address to the nation on 
January 5, 1985 when Rajiv Gandhi an¬ 
nounced a package of measures to make ad¬ 
ministration a fit instrument for social and 
economic transformation. These measures 
included; 

—decentralisation of decision-making 

process; 

—enforcement of accountability; 

—simplification of rules and procedures; 
—prompt and courteous service to the 

citizens; and 

—setting up of effective machinery for 

redress of public grievances. 

The second important landmark of the 
reforms in the 80s was the creation of a new 
ministry of programme implementation 
which has been the charge of three successive 
prime ministers (Rajiv Gandhi, V P Singh 
and Chandra Sekliar), and which helped to 
unplement some of the mca.sures emphasised 
in Rajiv Gandhi's address in 1985 in improv¬ 
ing the economic management of the 
country. 

Some of the major activitics/achicvements 
in the sphere of administrative reforms and 
new managerial initiatives in the recent past 
arc briefly outlined below; 

Cti ordination of Poverty A llevialion 

Programme!, 

Following the prune minister’s broadcast 
lo the nation on January 5, 1985 a series ol 
steps were initiated to bring about greater 
ellicicney and effectiveness in the function 
mg ol governruem and to make administra¬ 
tion more responsive, accountable and 
resull-oricmcd. Alter MPI was created in 
Sepiembci 1985, the will towards sustained 
action III the above direction was further 
reiterated in the loim of the Rc-vised TWenty 
Point Progiamme-1986 announced in 
August,1986delmeating the basic ingredients 
of the strategy to allc-vlale poverty and to 
bnng forth more responsive administration, 
by simplification of procedures, delegation 
of authority, enforcement of accountability 
and more clfectivc redress ol public grie¬ 
vances. MPI and DPAR enjoined upon all 
the slate governments as well as central 
ministries to ensure that the administrative 
ingredients were integrated into all their ac¬ 
tivities including their day-io-day lunciion- 
ing as well as iniplcmemation of the specific 
programmes undertaken by them. 

Ertfonement oj Accdunlubilily 

The Jha Commission (EARC) which 
examined the concept o', accountability in 
all its aspects in theu report on ‘accountabili¬ 


ty’ (1983) advocated tbe need to move 
towards accountability in tbe positive sen^ 
i c, to give greater emphasis on performance 
and achievement of results rather than mere 
adherence to rules and procedures. In this 
respect, their recommendations closely 
followed those of Fazal Committee'^ 
(1980-82) on Public Enterprises. The Jha 
Commission and Fazal Committee fdt that 
if accountability in its positive sense were to 
be introduced in government and public sec¬ 
tor, certain related changes in terms of 
organisation and individual requisites also 
needed to be brought in. Thw include 
defining goals and objectives of the organi¬ 
sation; evolving a scheme of delegation of 
powers within the organisation, providing 
for a mechanism to appraise the perfor¬ 
mance in terms of achievement with an in¬ 
built system for reward and punishment, 
streamlining the process of inter-depart¬ 
mental consultations, and evolving an ap¬ 
propriate system for monitoring of perfor¬ 
mance with deviation correction mechanism. 
Following the government’s decision to im¬ 
plement various recommendations of these 
two committees, certain concrete steps were 
taken by the MPI and DPAR to institu¬ 
tionalise accountability in government 
through introduction of annual action plans 
(AAF) by individual ministries/departments, 
a system ol on-line monitoring of perfor¬ 
mance of infrastructure sectors of the 
economy, as well as of all major industrial 
projects in the country, in addition to fur¬ 
ther delegation of powers and streamlining 
of the procedures for inler-ministenal 
consultation. 

Annual action plan: lb bring about ac¬ 
countable management'in government, the 
concept ot management by objectives 
(MBO) was introduced by the ministry of 
programme implementation (MPI) under 
orders of the prime minister, Rajiv Gandhi 
in late 1985.'^ This was in the form of an 
AAP m government departments. The AAP 
is intended to reflect the manner and time- 
frame of action in respect of the surtisrities 
and functions lo be performed during the 
course of the year by each individual minis¬ 
try or department. A succinct document 
listing both the tasks to be performed and 
the time-frame for each of the tasks is 
prepared Once a programme is formulated 
by a ministry/department, it is formally 
adopted so that the programme gets recog¬ 
nised as something positively to be done 
rather than merely taking the form of a set 
of pious intentions. Again, once a pro¬ 
gramme of action gets recognised, specific 
tasks are alliK-ated to individuals and units 
and in this manner it becomes possible to 
fix responsibilities specifically, both of 
organisations and individuals. The action 
points in respect of the activities are in¬ 
dicated in the AAP along with critical mile¬ 
stones to be achieved in a particular month. 
The AAP would also mention the key acti¬ 
vities/functions and the responsibility cen¬ 
tres at the level of loint secretary by name 
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All the ministries/departments are today 
preparing Annual Action Plan under the 
guidance of the MPI and the cabinet secre¬ 
tariat in the fomn of a calendar of activities 
identifying tasks and objectives which are 
broken down into targets, and also indi¬ 
vidual ofncers having primary or super¬ 
visory lesponsibility for the tasks, with dates 
for the completion of tMe tasks. 

Monitoring of the achievement of targets 
is done every month at the level of the 
secretary/minister of the individual minist¬ 
ries and the ministry of programme im¬ 
plementation. The progress of achievement 
of the items indicated as key activities is 
reviewed by the prime minister’s office on 
a quarterly basis. The system of AAPs by 
indisidual ministries/departments has also 
since been underpinned by the new system 
of MOUs“ (Memorandum of Understan¬ 
ding) which are the annual action plans 
drawn up by public enterprises and agreed 
upon between the PEs and the administra¬ 
tion ministries/departments. The manage¬ 
ment system for introducing MOUs and 
their monitoring is now being taken care of 
by the MPI. 

On line monilonrig oj in/raslructure sec¬ 
tor performance as well as of the major pro- 
jectr. MPI under the direction of prime 
minister Rajiv Gandhi also introduced an 
on-line monitoring of the managerial perloi- 
manceof all enterprises in the public, private 
and co-operative sectors of the rune in¬ 
frastructure groups in the country, namely, 
railways, port, power, telecommunications, 
steel, petroleum, coal, fertiliser and cement 
throughout the country. In addition, all in¬ 
dustrial projects in the public .sector valued 
at Rs 20 crore or more—were brought under 
MPl’s on line monitoring net which in¬ 
troduced an effective system of problem¬ 
solving at the enterprise and ministry level 
for all those projects which were seriously 
delayed. MPI which emerged as an effective 
‘management services area' of the central 
government also brought within its fold the 
department of public enterprise (earlier 
BPE) by 1990, which took up the work ol 
implementing the government’s decisions on 
three important committees which looked in¬ 
to other issues of government and public 
enterprises in the 80s, namely, the Eazal 
Committee (1980-82), the Jha Commission 
(1983-84), and Sen Gupta Committee (1984) 

Delegation oJ powers Attempts have been 
made to match responsibility for perfor¬ 
mance of tasks with authority. The dictum 
followed is that delegation should be the 
maximum possible rather than the niimmum 
necessary. The result has been greater delega¬ 
tion of powers; 

—by the ministry of finance and other nodal 

ministries to administrative ministries; 
—by administrative ministries to other lower 

formations; and 

-inter-departmental delegation of powers. 
Indeed, this work is of a continual nature 
and pressure is being kept on ministries by 
\DPAR to delegate more powers where 


necessary. A few illustrative examples arc 
given below: 

—Powers of the administrative ministries to 
sanction expenditure on schemes/projects 
have been enhanced. IWo-stage clearance 
of public sector investment proposals by 
the Public Investment Board is a case in 
point where administration ministries were 
given enhanced powers. 

—The ministry of environment and forests 
has built up organisation structures so as 
to delegate to the operating levels finan¬ 
cial powers for specific time bound pro¬ 
jects such as the Ganga Project. 

—Powers of regional licensing authorities 
under the chief controller of imports and 
exports have been enhanced to gram sup¬ 
plementary licences and advance licences. 
—Powers of the Company I .aw Board under 
specified sections of the Companies Act 
have been delegated to regional members 
of the board. 

—Powers of the heads of circles and subor¬ 
dinate offices under the department of 
posts have been increased in respect of 
purchases, settlement of claims, etc 
Inter-ministerial consultation: Inter- 
ministry consultation often took a long time 
to be completed, resulting in considerable 
delay in decision-making. In order to avoid 
such delays and to achieve speedy and ef¬ 
fective decision-making, it was decided that 
speedy and improved procedures be evolved 
in cases requiring intcr-ministry consul¬ 
tation: 

—^Where consultation with or concurrence 
of other departments has been prescrib¬ 
ed tor taking decision or for submission 
of a case to the cabinet or its committees, 
a time-bound procedure is required to be 
adopted, i e. the sponsoring ministry may 
indicate to the ministries being consulted 
to forward their views within a stipulated 
and reasonable time period failing which. 
It will be presumed that other ministries 
have no comments to make unless an in¬ 
tention to the contrary has been indicated 
—In cases requiring consultation with other 
ministries/departments, the machinery of 
the Committee of Permanent Secretaries 
as well as of other inter-departmental 
committees is required to be made use of 
for time-bound decision-making. These 
committees were required to function col¬ 
lectively and the individual members 
should not normally reserve the position 
of their respective ministry or department. 
Where, however, individual consultations 
can serve the purpose it should not be 
substituted by a committee discussion. 
—As far as possible, technical, specialist or 
appraising agencies were required to lay 
down broad guidelines for implementation 
by other ministries so as to avoid being 
involved in giving case by case clearance. 
—It would be the responsibility of the ad¬ 
ministrative secretaVy to ensure timely 
decision after consulting the departments 
and organisations concerned wherever 
necessary, either individually or jointly. 


/taxation of Industrial and Thade Controls 

There has been progressive relaxation on 
controls of both industrial and trade policy 
and procedures since 1973. The important 
examples of these are the gradual traitsfer 
of many items earlier requiring an import 
licence to open general licence and de¬ 
licensing of 25 broad groups of industries 
and 82 bulk drugs and related formulation 
for non-MRTP/non-FERA companies. The 
various forms of liberalisation included; (a) 
de-licensing of industries up to an invest¬ 
ment limit of Rs 50 crore: (b) dc-licen$ing 
of specific groups of industries for MRTP/ 
FERA and non-MRTP/non-FERA com¬ 
panies; (c) broad banding; (d) the Minimum 
Economic Scales of capacity (MES); (e) re¬ 
endorsement of capacity based on past pro¬ 
duction; (0 liberalisation of technical 
development fund scheme; (g) procedural 
simplification for grant of approvals in¬ 
cluding extending the initial validity period 
of the letters of intent up to three years. A 
set of new policy measures formulated in 
June 1990''’ is also awaiting final approval 
of the government. 

Improvements Introduced by the Depart¬ 
ment of Administrative Reforms and 
Public Grievances 

Up to the end of December 1989, the 
department had completed about 469 
studies. Some of the steps taken by DARPG 
as a result of the studies/reviews and actions 
initiated by the various ministries/depart¬ 
ments to bring about reforms in administra¬ 
tion and procedural stmplification, decen 
tralisation/delegation and decontrol/dcrcgu 
lation could be indicated as follows; 

1 A scheme for modernisation of govern 
ment offices has been formulated which 
aims at improvement in work environ¬ 
ment through; functional layouts: crea¬ 
tion of open offices to facilitate better 
supervision; redress of public grievances 
and better service to the public; more 
efficient management of data through 
reduction in paperwork by using modern 
aids; and cost effective and space effec¬ 
tive records management. The scheme 
provides for setting up a model office. 
Accordingly, a section or a unit within 
the office would be taken up for develop¬ 
ment into a model unit. This unit, in 
turn, would be a model for others to 
emulate. A separate budget was provided 
under this scheme for the purchase of 
modern aids, such as phtHo-copiers, elec¬ 
tronic typewriters, and shredders. 

2 Another invovative measure designed to 
achieve higher productivity in public 
organisations was introduction of work 
improvement teams (Wllk) adapted from 
the Japanese npcrience of quality drcles. 
The WIT is essentially a small group of 
employees in the same work area or 
doing similar types of work, who volun¬ 
tarily meet for about an hour every week 
to identify, analyse and resolve work- 
related pr^lems. Through participation 
at the grassroots level, the scheme seeks 
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to lenentc higbcr employee monle, im¬ 
proved productivity and reduaion in 
cost. 

The scheme formulated by the depart¬ 
ment of administrative reforms and 
public grievances envisages a few sequen¬ 
tial steps for implementation of a WIT 
programme in government organisations. 
First, a small group of members of a unit 
will identify .an operational problem 
Then, they will remit it to a steering com¬ 
mittee for consideration. The committee 
to be constituted in each ministry/public 
enterprise will consist of a few selected 
employees and be headed by the secretary/ 
chief executive to provide overall leader¬ 
ship for implementation of the pro¬ 
gramme. Each team will be given a 
distinct identity in the organi.sation and 
its work and contribution wilt bc 
periodically monitored by the steering 
committee. The scheme aJso provides for 
appropriate training for the team leaders 
in various training institutions. 

The scheme ha.s been introduced in 
select organisations having a large inter¬ 
face with the public including, railways, 
posts, telecom municatioas, Delhi I^tevdop- 
ment Authority, health, labour, banking, 
insurance and some public ciitcrpiises 

3 New telephone numbers from an elec¬ 
tronic exchange with a 'hunting' facility, 
teplaccd earlier numbers with 'casy-io- 
remember’ numbers, at the centialiscd 
railway enquiry office at New Delhi wish 
‘hot line’ links to control points at Agra, 
TUndIa, Muradabad and Rewari 

4 The Delhi Electric Supply Undertaking 
will accept service line charges and 
security deposits for domestic coimcctKin 
at a standardised lumpsum rate related 
to load applied for at the mne ol receipt 
of application. This has resulted in 
elimination of the time-consuming pro 
cess of assessment in every case obviating 
repeated visits by the consumers to ihe 
DESU office. DESU has also introduc¬ 
ed a system whereby an applicant lor a 
new dome.stic connection ol electricity 
can deposit the security w ith his applica 
lion at the commercial counter in the 
district. 

5 Depositors have been allowed premature 
closure of a five-year recurring deposit 
account or premature withdrawal from 
a post office time deposit account 
without assigning any reason 

6 For purposes of custom.s duty, accom¬ 
panied baggage has been de-linkcd Irom 
unaccomi>anied baggage and the praaice 
of issuing landing certificates has been 
discontinued. 

7 A new series of recruitment stamps sold 
by post offices has replaced payment of 
fees through Indian postal orders to 
benefit candidates as no commission is 
charged from them. 

8 It has been decided to adopt a system 
of lumpsum payment of road tax in the 
case of personalised vehicles like cars, 
scooters, and motor-cycles. 


9 Government employees and those of 
quasi-govemment bodies can now obtain 
immediate clearance of their salary che¬ 
ques from the banks without completing 
the process of clearance 

10 It is now possible for bona fide interna¬ 
tional air passengers to obtain foreign 
exchange from the counters of the banks 
at Ihe international airports on produc¬ 
tion of valid tickets and passports 
without filling in requisition slips. It is 
now also possible for outgoing passen¬ 
gers to purchase the permissible amount 
of US $ 20 from all authorised dealers/ 
full-fledged money dealers on produc¬ 
tion of valid air tickets. 

11 Appointment and remuneration of 
managing direaors and fulltime directors 
of public limited companies would no 
longer require prior tqtproval of the cen¬ 
tral government. 

12 A scheme has been devised for com¬ 
puterised inventory control in the depart¬ 
ment of publications in the ministry of 
urban development (handling 48,000 dif¬ 
ferent government publications). 

13 In the arbitration procedure in the 
CPWD. the procedure of ‘Summary 
Disposal’ has been adopted and it has 
been decided that “Speaking Awards’ 
need to be given only for claims exceed¬ 
ing Rs 75,000. This has resulted in reduc¬ 
tion in paperwork and speedy disposal 
of cases. 

14 1 he procedure ol rationing in Delhi has 
been simplified, and now the Inspector/ 
fSO deals with the applicanis diiccl iii 
stead of through agents Monlhly returns 
sent by the food and civil supplies offices 
lo headquarters now indicate the numbei 
'if lapsed cards Bogus ration cards have 
been vvicedcd out and action has been 
lakeri aRaiiisl ihc ofl>*ndcrs 

15 Similar procedural simplifications have 
been made m a number of areas to 
reduce paperwork and expedite the deci¬ 
sion-making prtKCSs, a fesv examples of 
svhich are. 

—the ministry ol defence ha.s simplified 
the procedure for grant of family pen¬ 
sion to the widows of defence personnel 
who died before 1964 as well as to the 
tamilics of missing personnel, 

—tlic ministry of envirimmenl and forests 
ha.s evolved a system of assessment of 
environmental mipacl ol major pro¬ 
jects at the stage ol their planning, and 
guidelines pertaining to environmen¬ 
tal a.spects have been prepared for 
siting of industries, finalisation of pro¬ 
tects lor mining, power generation, ir- 
iigaiion and conservation of beaches, 
-in order lo meet the demand of people 
who want immediate telephone con- 
nection.s and are willing to make the 
necessary payment, a new .scheme call¬ 
ed ‘Tktkar has been in operation since 
May 1988; 

—a group ‘PABX’ scheme to provide 
telephones on a shared basis in large 
multi-storey buildings has been in¬ 


troduced since June 1988; 

—the department of supply has 
modified its form for tenders (DCS 
and D-24S1) in order to facilitate pur¬ 
chase of ISI marked goods; 

—banks have been instructed to give im¬ 
mediate credit for out-slation cheques 
up to an amount of Rs 25,000. 

—the customs tariff as well as central ex¬ 
cise tariff has been re-cast on the lines 
of the international harmonised system 
of nomenclature. 

—fibre flexibility has been allowod under 
which industry can choose Cotton and 
manmade fibre if they have licence for 
either; 

—the system of issuing unreserved tickets 
at New Delhi railway station has been 
computerised to ensure faster issue of 
tickets; 

—with a view to reducing complaints 
from the public regarding outstation/ 
onward reservation, the courier and 
secure memo system in operation on 
certain zonal raHways between selected 
pairs of stations, is being gradually in¬ 
troduced on other zonal railways also; 
and 

—to ensure that the pace of implemen¬ 
tation of rural development program¬ 
mes is not slowed down in the flnt 
quarter of a fiscal year due to belated 
sanction of centrally sponsored 
schemes and release of funds, the first 
instalment of the central share of all 
the programmes is released without 
any pre-condition. 

/teifress oj Public Grievances 

Redress of public grievances also occupied 
a prominent place in the agenda of govern¬ 
ment’s admimstrativc reforms. The objective 
of the efforts has been not only to provide 
speedy and effective redressal of grievsmoea, 
but also to smooth the relationship between 
citizens and the government. The strata 
has four aspects: (i) to set up or strengthm 
the grievance machinery in various organisa¬ 
tions and to evaluate its effectiveness; (ii) to 
concentrate more on identification of sys¬ 
temic deficiencies that give rise to complaints 
rather than on individual complaints; (iii) to 
enlist the co-operation and support of volun¬ 
tary agencies to supplement the goveramen- 
tal effort in the sphere of public grievances; 
and <iv) to utilise the media for transmission 
of information on various innovative 
measures taken by the government and for 
creating awareness among the people about 
their rights and privileges and the services, 
including grievance redress arrangements 
available to them. 

As part of this strategy, the ministries/ 
depanments were requested to take steps to 
systematise grievance redress arrangements 
by ensuring, among others, that a senior of¬ 
ficer was designated as director of grievances 
and the system was closely monitored at dif¬ 
ferent leveks. Agencies like the railways, 
hospitals, banks, etc, were required to make 
special airangements to settle complaints on 
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the spot, as far as possible, because of the 
time involved in the past. 

Standing Committee of Voluntary Agat- 
des: lb supplement the governmental effort 
in the sphere of public grievances, voluntary 
agencies are being involved like the Standing 
Committees of Nbluntary Agencies (SCOVA) 
in the ministry of health and family welfare 
department of women and child develop¬ 
ment, department of youth affairs and 
sports, department of electronics and depart¬ 
ment of pension and pensioners’ welfun 

Shikayat Adalat. With a view to bringing, 
face to face, the aggrieved with the depart¬ 
ment ^cerned for on-the-spot redress of 
public grievances, the concept of shikayat 
adalat (grievances court) has been introduc¬ 
ed as an innovative scheme The scheme has 
been tried out in the department of telecom- 
municatiom and the Delhi Development 
Authority and has evoked a good response. 

LX3NC-TERM Impact of the 
Organisational Reforms; 

An Evaluation 

The paradoxical absence of any long-term 
impact of the series of adrninistrative 
reforms from 1947 onwards outlined in the 
previous pumgraphs can only be explained 
by our preoccupation with forms, facades, 
intentions and rituals rather than with pro¬ 
viding any teal long-term solutions to the 
burning issues which can truly restructure 
and modernise an archaic out-of-date 
butcauaacy. lb illustrate, while on one hand 
powers were delegated for improved manage¬ 
ment of the government, the Appointments 
Committee of the cabinet continues to re¬ 
tain their power to approve all appointments 
at the relatively junior level of deputy 
secretaries and their equivalent. Similarly, 
the purpose nf encouraging speedy inter¬ 
ministry decisions through problem-solving 
initiatives at these fora is often defeated by 
the temptation of administrative ministries 
not to take decisions even when such deci- 
siotu clearly lie within their jurisdiction. 
Whenever decisions involve replacing way old 
system with the new, inertia continues to 
operate strongly against such change. This 
has been the fate of committees and com¬ 
missions and task forces appointed from 
time-to-time, many of whose reports are 
either not read or not considered for years, 
lb give an illustration, the recommendations 
of an important committee set up by prime 
minister's order in 1986 under the chairman¬ 
ship of Ratan 1hta_to go into the causes of 
delay in major projects and to bring about 
the required systemic improvements which 
would avoid future delays with cost over¬ 
runs rurming into billioiu of rupees, have 
been awaiting consideration of the govern¬ 
ment since October 1987. The various at¬ 
tempts made to institutionalise ministeriai 
accountability through the system of annual 
action plans in the nature of articulating 
corporate objectives of different depart¬ 
ments/ministries who are encouraged 1^ the 
MPI to identify their Tnissioa’ as well as ’key 


result areas’ and launched with great enthu¬ 
siasm—were only diluted into routine as the 
yean passed. Thus, as against annual action 
plans prepared by 61 dqiartments during 
I98S/M under the managerial leadenhip 
and guidance of the MPI** which submit¬ 
ted these AAPs to the then prime minister, 
the number as wed as the quality of the 
AAPs fpll sharply in subsequent years. The 
review meetings of monthly progress reports 
on the AAP’s initiated by the MPI also lost 
their significance as their numbers fell from 
10 meetings held during 1987-88 to only four 
meetings in 1988-89.” Today, the depart¬ 
mental AAP is as much a mere ritual as the 
departmental performance budgets intro¬ 
duced in the 70s. Not only is no importance 
attached to these performance budgets 
which are prepared in a routine manner by 
the financial advisor and his officers in each 
department, the so-called performance 
budgets often project non-performance and 
even lower performance and higher losses of 
the department’s public enterprises. The.se 
are no longer managerial documents but 
routine paperwork without any real purpose 
of their preparation. Thus, the civil service 
in India like their counterparts elsewhere in 
the developing countries have mastered the 
art of evB^ng any accountability for their 
decisions and actions. Hence ail these at¬ 
tempts including the latest initiative of AAPs 
introducing MBO in the government to pro¬ 
vide an effective bottom line to evaluate per¬ 
formance turned out to be abortive. 

The expenq^ent with puDlic enicrpn.se 
MOD which IS a sub-system of the govern¬ 
mental system of AAPs extended to public 
enterprises also seemd to meet the same fate 
of being degenerate into a mete procedural 
imposition from the government and was 
not seized as a maragement opportunity 
either to empower PE boards with respon¬ 
sibilities discharged earlier by the ad¬ 
ministrative ministry or even to install a 
modern effective system of 'performance 
evaluation for their performance improve¬ 
ment’.-" Unless* administrative reforms'en¬ 
courage micro-level improvement of perfor¬ 
mance and their micro-level self-evaluation 
with a view to providing a managerial feed¬ 
back loop for bringing about further im¬ 
provement in performance, any elaborate 
machiiieiy lor external evaluation can only 
degenerate into evaluation for evaluation's 
sake In fact, performance itself often 
becomes a casualty. It also helps to 'pass the 
buck' upssards and reduce accountability 
(rom those who should perform to tho.se 
who supervise. The organisational reforms 
in India have thus on the whole tended to 
become mainly in form rather than in real 
substance—leaving little impact on the ef¬ 
ficiency of the system. We cannot have ef¬ 
fective administration without a ckne fit bet¬ 
ween policy objectives, organisational 
design, operational procedure and person¬ 
nel motivation. What has beat lacking in 
India’s administrative reforms in the past 
four decades is a congruence between 
strategy, structure and substance. 


The link between organisational reforms 
and personnel reforms hawe also been a weak 
area in India. Unless this link is firmly 
established, the system can continue to suf¬ 
fer from the phenomerran of controllers try¬ 
ing to use their control buttons out of sheer 
habit even after the control buttons are 
removed. 

Finally, the effectiveness of any organisa¬ 
tional reform will ultimately depend on 
whether ‘planning* and ‘implementation’ 
can be under-pinned appropriately through 
monitoring and control MPIs’ success in the 
initial years in setting up the trumitoring 
machinery—one of the most effei^ve in any 
developing country with its undoubted im¬ 
pact on improved performance of projects 
and infrastructure sectors of the economy 
as well as in the poverty alleviation 
measures—eluded their grasp in later years 
in the absence o f any effective control system 
whereby accountability for non-performaiKC 
can be institutionalised. 

Ill 

Fersunii(‘I Reforma in India: 
1947/1991 

The personnel reforms in India can be 
analysed under Che following heads (i) civil 
service recruitment and selection, (ii) vertical 
hierarchy of government, (iii| pay and remu¬ 
neration including pension, (iv) training suc¬ 
cession and appraisal as well as (v) issues of 
political neutrality, permanency, and 
corruption 

( IVII St RVICI STRLItTt'Rt AND 

HlLRARttlS 

In terms of structure, hierarchy and selec¬ 
tion, the transition from pre-1947 to posl-- 
1947 meant discontinuation of a unified in¬ 
terchangeable top cadre structure like the 
ICS which was replaced by a set of Group 
A civil services divided horizontally into 
administrative, foreign, police, finance and 
accounts, revenue, railways, post and tele¬ 
graphs, ordnance factoHes, forest, and 
engineering, on a broadly similar pay struc¬ 
ture with some marginal variations in their 
promotion prospects, depending on whether 
their cadre reviews had been taken up from 
time to time. While many of these Grade A 
services were inherited '»<»'■' the pre-inde¬ 
pendence era, they were really of that tjme 
the ‘non-covenanted’ cadres supervised by 
members of the unified superior service, the 
‘covenanted cadre* of the ICS. The purpose 
of the foreign ruler to have a plethora of 
non-convenanted cadres under-pinning the 
iCS was really to divide the ranks in order 
to provide conflict between them. By mere¬ 
ly adding a few more new cadres to this list 
like the IAS, IFS, IPS, the structure of the 
dvil service in Indui in the post-1947 era con¬ 
tinued to suffer from this conflict syndrome 
where members of difTcrent services were en¬ 
couraged to protect their boundaries of 
strong vested interest of power, privilege and 
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promotion of reserved appointmenu within 
their cadre often vrith low salaries and poor 
fringe benefits. Instead, if the services had 
been unined and competition built into the 
struciuie for promotion on merit, the overall 
effectiveness of the services would un- 
doubt^y have improved. What was even 
more Unfortunate was that the riaborate ve: - 
tical iiierailty only madg the iir 4 >a<'t uf 
horizontal hierarchy of multiplicity of ser 
vices even mote duastrous. Between the per¬ 
manent secretary and the section officer in 
a federal ministry at New Delhi there arc 
today 10 levels in the hierarchy—causing 
enormous delay in decision-making as well 
as ai41Babie dilution of responsibility cen¬ 
tres. On the top of this, the system of writ¬ 
ten competitive examination now being con¬ 
ducted in 14 regional languages is causing 
its own difficulties in merit rating, although 
the objectivity of the civil service commis¬ 
sions both at the federal and state level con¬ 
tinues to be an important hallmatk of im¬ 
partial selection. 

While the civil service struaure remain¬ 
ed more or less unchanged over the decades, 
government's decision to organise two new 
‘high talent fast track’ cadres in 1957 by the 
setting up of the industrial management 
pool and the central administrative pool 
broke refreshingly new ground. This follow¬ 
ed the recommendation of the .second Ap¬ 
pleby Report as well reports of several 
parliamentary committees which foresaw 
and emphasised the need for professional 
managerial cadres within the public services 
distinct from the various administrative 
cadres already in existence. An abortive at¬ 
tempt was also made in 198b-87 to organise 
a senior management pool within the central 
government as a select group of high talent 
fast track manager civil servants to fill top 
management posts in the central secretariat 
and the public sector. 

Four central pay commissions in the last 
40 years have succeeded m progressively 
revising and substantially improving ihe 
salary structure in the civil services in India 
Thus the basic pay of a (scrmaneni secretary 
at New Delhi which was reduced ovcinighi 
from Rs 4,000 per month applicable to ICS 
officers on 14.8 1947 to Rs 3.000 per rnonih 
to non-ICS officers on 15.8 1947 — has now 
increased to Rs 8,000 per month in 1985 on 
the recommendations of the Fourth Pay 
Commission. In addition an index linked 
cost-of-living allowance ycheme has also 
been introduced for all levels of civil servants 
up to the level of permanent secretary who 
draws today nearly Rs 2,000 in cost-of-living 
allowance. Similarly, the entry pay into 
Group A civil services which was reduced 
to Rs 350 per month in 1947 from Rs 450 
per month in the ICS has now been revised 
to Rs 2,200 per month with an index linked 
cost-of-living allowance. The other major 
reforms which were introduced on the basis 
of the Fourth Central Pay Commission^' 
were: 

— introduction of elongated scales of pay 

with efficiency bars, to eliminate the pro¬ 


blem of stagnation; 

— rationalisation of pay scales from the 
minimum Rs 750 per month to maxi¬ 
mum Rs 8,000 per month and the conse¬ 
quent reduction in the number of scales 
from 153 to 36; 

— other fringe benefits included provision 
of government accommodation as well 
as use of exclusive/sharing chauffeur- 
driven cars for the senior officers at the 
level of joint secretary and above. 

The setting up of a separate department of 
pension and pensioners' welfare in 1985 
translated the government’s intention of in¬ 
troducing pensions as an instrument to in¬ 
stil confidence in civil servants that they 
would not be in penury when the bread win¬ 
ner retired from service or died. It has also 
been recognised that the pension structure 
IS as important as the pay structure to at¬ 
tract talent in the government services. 

One of the majoi items on the agenda for 
civil .service reforms is training. The objec¬ 
tive of training is not only to sharpen the 
professional skills of the participants, but 
also to bring about altitudinal changes 
through training. A comprehensive training 
strategy was evolved in the middle of the 80s 
which sought to make training compulsory 
and to cover all the civil servants at all levels. 
Keeping this objective in view, a number of 
programmes were started for different 
categories of officers. 

A major step in this direction was intro¬ 
duction of compulsory training programmes 
for senior officers An annual mandatory 
refresher course, with a vertical mix of par¬ 
ticipants has been started for all officers 
belonging to Group A services. In addition, 
a three-stage training programme of four 
weeks' duration has been developed to en¬ 
sure tegular imparling of training depending 
on work irquirements at specific intervals 
These pfogrammes were structured to meet 
the needs of officers with six to nine years’ 
service, 10-16 years and 17-20 yeais in regard 
10 programme implementation, maiiagc- 
nieni concepts and decision-niaking techni¬ 
ques, and policy planning and analysis 
respectively 

Greater emphasis is also given to training 
in decentralised administration as civil ser¬ 
vants are increasingly being eriiiusted with 
the task of planning and implementation of 
programmes in agriculture, industrial and 
other related fields. Training in project for¬ 
mulation, implementation, monitoring and 
evaluation is imparted to them wherever 


appropriate. 

An idea of the quantum leap in training 
imparted is given in Ihble 1, broadly 
categorised as plan and non-plan training 
programmes, catering to different categories 
of officers in the central ministries/depart¬ 
ments, state governments/public enterprises 
and the nationalised banks. 

The cadre authorities were asked to for¬ 
mulate training plans for officials of 
organised Group ‘A’ services in consultation 
with the training division of the department 
of personnel and training and implement 
them so as to cover every officer by a 
refresher course relevant to his stage of 
career by end 1990. For non-group ‘A’ of¬ 
ficials, the mimstries/departments hine been 
requested to organise the programmes them¬ 
selves on account of the large number 
involved. 

A new thrust was also given to manage¬ 
ment education for civil servants by launch¬ 
ing an intensive 15-month National Manage¬ 
ment Programme specially designed for a 
mix of young officers from government as 
well as managers of public and private sec¬ 
tor organisations. The programme is held 
with the academic co-operation of all the 
four Indian Institutes of Management at 
Calcutta, Ahmcdabad, Bangalore and 
Lucknow and the Xavier Labour Relations 
Institute, Jamshedpur. 

Training in computerisation suid informa¬ 
tion technology also started in right earnest 
in 1985 and ha.s been implemented over the 
last five to SIX years. The National Infor¬ 
matics Centre and the ministry of programme 
implementation in collaboration with the 
Indian Institute of Project Management, 
New Delhi, have run several cour^ in Ihe 
la.st few years for civil servants and senior 
public enterprise managers. 

To the extent that succession in the civil 
services is linked to appraisal of their per¬ 
formance as well as training, the system of 
reporting on the performance of civil ser¬ 
vants has streamlined to make oerfor- 
mance appraisal a tool for human resource 
development The Annual Confidential 
Report has been revised and so designed as 
to provide an objective appraisal in the form 
of a joint exercise between the officei 
r»T>oned upon and the reporting officer whr 
* would evaluate the performance of the of 
ficer during the prescribed period, in terms 
of the achievement against pre-set quan '- 
tative pertormance targets, wherever quan¬ 
tification is feasible 


Table I: Number of Government Trainino Programmers and Officers Trained, 

India 1985-89 


Year 

Non Plan 

Plan 

No of Pro¬ 
grammes 

Officers 

Trained 

No of Pro¬ 
grammes 

Officers 

Trained 

1985-86 

44 

1157 

151 

3179 

1986-87 

33 

1008 

133 

3439 

1987-88 

38 

998 

159 

4193 

1988-89 

28 

745 

239 

5M0 


Source: Oepartmem of Ftrsonnel, OOl, New Delhi. 
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PERMA^IF.NCY, POLITICAL NEUTRALITY 
AND Corruption 

One of the main attractions of a civil set 
vice career apart from the challenge it pro¬ 
vides to a young man or a woman in various 
facets of administration and management 
is security of service guaranteed under the 
Constitution. Unlike the permanent civil ser¬ 
vant in a government department, managers 
of public enterprises do not enjoy this securi¬ 
ty'Of tenure as they are invariably hired on 
contracts with a termination clause of three 
months’ notice on either side. The per¬ 
manency of civil services is also considered 
to be one of the main pre-conditions for en¬ 
suring political neutrality of civil servants 
in a democratic government. In the interest 
of reaping the benefits of competition 
through opening of the cadres as well as en¬ 
suring loyalty and commitment of individual 
civil servants particularly at the top level of 
the government, both these concepts of per¬ 
manency and political neutrality are being 
questioned. The issue of corruption is also 
linked to this, as it is extremely difficult to 
dislodge a civil servant on the grounds of 
corruption unless the charges arc framed and 
established after going through an elaborate 
procedure which involves years of trial and 
litigation. On the other hand it is an open 
secret that there is an unwritten schedule of 
dowry levels for officers of different Group 
A services. 

A three-pronged .strategy of prevention, 
surveillance and detection, and deterrent 
punitive action, has been adopted by ihc 
department of personnel to fight the malaise 
of corruption An action plan on anti¬ 
corruption mea.sures has also been formu¬ 
lated along with a calendar of vigilance ac¬ 
tion on a time- bound basis. T he action plan 
includes identi fication of coi ruption-pronc 
areas, simplification of rules and procedures, 
strengthening departmental vigilance machi¬ 
nery, expeditious finalisation ol vigilance 
cases, regular review of cases under FR .5o(J) 
of the government employees who atiain ilie 
age of 50/55 years or who will be completing 
30 years of service with a view lo weeding 
out corrupt and inefficient elements, and a 
close watch on the officers of doubtful 
integrity 

The existing anii corrtiplmn laws and the 
procedures and mechanisms tor detecting 
the coirupt practices and punishing ihc 
corrupt among public servants have been 
strengthened with the cnaitmeni ol the 
Prevention of ( orniption Bill, 198S The Act 
draws together the various prosisions 
relating to prevention of sorrupiion lo make 
the law more stringent Some of the salient 
features of the act are widening the scope 
of the definition ol ihc term ’Public Ser¬ 
vant'; empowering the central gosernincnt 
also to appoint special judges and investing 
these judges with civil powers and functions 
exercisable by a district judge for attachment 
of property: incorporating the offences 
under Section 161 to 165-A of the Indian 
IVnal Code and enhancing the penalties pro¬ 


vided for these offences; providing for day- 
to-diQ' trial of cases; providing that the order 
of the trial court upholding the gram of 
sanction for prosecution would be final if 
it had not already been challenged and the 
trial had commenced. 

As stated earlier, government can under 
FR56(J) terminate the services of a perma¬ 
nent civil servant on attaining the age of 
50/55 and this is the only restriction that has 
been placed at present on the permanent^ 
of government service in India. The govern¬ 
ment has been considering for some time 
whether the provision of this rule should be 
extended to include similar termination of 
civil servants’ tenure when they attain the 
age of 40/45. In fact when the Senior 
Management Pool Scheme was drafted in 
1986/87, one of the provisions of this 
scheme was to weed out civil servants found 
unfit through a second mid-career selection 
procedure on the basis of 10/15 years’ per¬ 
formance of the officers was proposed to be 
conducted by the civil service commission 
as and when the civil servants attained the 
age of 40 The proposal was to introduce a 
limited wntten competitive examination and 
to sort the civil servants into three categones; 

(a) top category, found fit for the SMP, i e, 
the post of joint secretary and above m cen¬ 
tral government including public enterprises, 

(b) middle category, found fit lo remain in 
the Group A services to which the ollicers 
belonged, and (c) to be weeded oui through 
application of FR56(J) at the age of 40 in¬ 
stead of 50/55 so as to facilitate iheir 
rehabilitation in another career at a younger 
age Unfortunately, no Final decision on the 
SMP proposal could be taken before the 
government changed in 1989. The t\yo subse¬ 
quent governments did not revive the pro¬ 
posal. It ought to be mentioned that the civil 
service associations did not take too kindly 
to the SMP idea as they saw m it a threat 
noi only to their long-term security and pro¬ 
motion on seniority inertia, but also com¬ 
petition at mid-career. 

Long-Term Impact op Ihfsi Pt ksonni i 
REFORM.S; An tVAlUAFION 

The impact of personnel reforms in 
India’s civil service was as diffuse and un¬ 
satisfactory as the impact of organisational 
reforms discussed in the previous para¬ 
graphs. Not only has the civil service struc¬ 
ture, hon/ontally fragmented inio a multi¬ 
plicity of services providing liiilc scope for 
healthy competition due to their cio.sed 
career pattern become out ot-dale, bui the 
vertical structure of the hierarchy is un¬ 
suitable for speedy decision-making os well 
as empowerment down the line lo encourage 
bright young talent to take decisions and be 
accountable for them 

The only new innovation of organising 
two fast track cadres for high ly talented ad¬ 
ministrative and managerial personnel into 
the central administrative pool (consisting 
of secretaries, additional secretaries joint 
secretaries and deputy secretaries in the 


federal govenunent) and induitrial manage¬ 
ment pool (consisting of chairman, CEOs 
and potential top management talent for the 
public enterprises) with interchangealrility 
within these two pools was not followed 
through after they were initially set up in 
1957. This was due to the bargaining power 
of the various Group A services who rightly 
viewed these pools as threats to their pro¬ 
motion prospects. On the other hand, unless 
these Group A services ate unified and open¬ 
ed up and providing competition, bet ween 
them, the feasibility of organising ‘pools' foi 
high talent fast track cadres which involves 
‘selection within selection’ from the existing 
cadres may prove difficiilt. The ptoposid for 
the senior management pool mootMl in the 
late 80$ under the leadership of Rajiv 
Gandhi as prime minister also could not be 
implemented owing to the absence of these 
pre-conditions. And yet, no civil service can 
be modernised unless it u opened up, unified 
and replenished with new talent at all levels 
which can provide competition to those in¬ 
side the cadre 

Without restructuring of the civil service, 
the training and succession plans were also 
not able to provide the necessary renewal op- 
portumtics to talent. It is an open secret that, 
despite the quantitative efforts of imparting 
training to civil servants in India and other 
third world countries, the qualitative con¬ 
tent and impact of this training remained 
negligible. The impact of training efforts was 
also diffused in the absence of any rigorous 
system of training needs’ surveys. TVaining 
needs surveys can be conducted far more 
rationally in a system where personnel and 
position classification exercises have been 
used and updated on a regular basis—a far 
cry from the Indian .>ystem. Indeed, without 
uniricatioii of .services, piersonnel and posi¬ 
tion classification is often made unusuidly 
complicated Unless the civd services are 
organised on specialised functional lines, 
where the best available administrauirs, pro¬ 
fessional managers, scientists, engineers are 
pooled together within the system and train¬ 
ed on the job a.s well as through specially 
structured programmes—linked lo a mana¬ 
gerial succession plan up to the topmost 
levels of the ministrics/public enter¬ 
prises/other formations—training efforts 
will remain in suspended animation and not 
linked to the total structure and strategy of 
civil service reform. Ibday, in the civil 
services of Ihc third world countries where 
government continues lo provide the delivery 
system m public administration, public 
enterprise administration and even in busi¬ 
ness administration, separate groups for all 
three distinct professions should be built 
within the civil services for which education 
and training efforts arc to be undertaken.^’ 
In addition, management of public action 
programmes, management of scientific and 
engineering departments like space, atomic 
energy, and power require specialised civil 
servants of the required education and train¬ 
ing background. 
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In evaluating the long-term impact of per¬ 
sonnel reforms in post-independent India, 
it is necessary to mention the neglect of 
democratic decentralisation efforts in the 
last four decades. The administrative struc¬ 
ture of the Indian federation today consists 
of (i) the central government at New Delhi, 
(ii) 32 stale governments induding union ter¬ 
ritories, (iii) 430 districts, (iv) 5,092 blocks, 
consisting of,‘(v) 5,00,000 villages. Prior to 
1947, the ‘district’ was the focal point of ooi- 
onial administration with all emphasis on 
law ud order and governance of the coun¬ 
try. It is ironical that even after 40 years of 
independence; the district continues to he the 
focal point of administration in democratic 
India where we have yet to take the bureau¬ 
cracy down to the masses and serve them ef¬ 
fectively. Even the archaic designations of 
district collector and deputy conunissioner 
introduced by the raj in the latter part of the 
19th century have bM retained altnough it 
is not clear today what theae district oRicers 
(as they are called in Malaysia) collect or 
share ti^ commission with an Indian dis¬ 
trict! Several committees have, however, sub¬ 
mitted thrir reports on the steps to be taken 
on democratic decentralisation. Notable 
among them being Balwantrai Mehta Com¬ 
mittee of 1959, G V K Rao Committee in 
the 70s and the Advisory Council on Pro¬ 
gramme Implementation in the late 80s. Not 
only has the district planning procedure 
neither been streamlined nor even effectively 
introduced except in some states like Kar¬ 
nataka (where the new institution of district 
chief secretaries is interesting and needs 
special mention), Maharashtra, Gujarat, An¬ 
dhra Pradesh, West Bengal and Kerala, but 
panchayati raj Institutions fell into a state 
of suspended animation in most parts of the 
country. And yet, the block devdoproent of¬ 
ficer is entrusted with executing poverty 
alleviation programmes amounting on an 
average to nearly Rs 2 million per block. 
This underscores the need for strengthemrtg 
administration at this level. It is time to 
break the bIock.s into smaller formations, 
such as the mandat as was done in the state 
of Andhra Pradesh. These consist of 30 or 
so villages and have had a beneficial impact 
on the implementation of the various social 
sector programmes. There is today wide 
recognition of the fact that to derive full 
beneflr from the enormous amount of 
money being spent on poverty alleviation, 
where every third rupee in the country’s 


TaBI E 2. INTERCHANGE OF SiTAEF BETWEEN 

Civil Sfrvu e and Biisine.ss. UK 1977-85 


Year 

Second¬ 
ments from 
Civil 
Service 

Second¬ 
ments to 
Civil 
Service 

Total 

1977 

63 

60 

123 

1984 

186 

116 

302 

1985 

229 

157 

386 


Sounr. Management and fd'sonel Office 1985 
Report. 


national plan was allocated as well as to 
improve management of public action pro¬ 
grammes in health, education, housing, and 
drinking water will require not only that 
these programmes are packaged appropriate¬ 
ly but that their efficient implementation 
and delivery will not be possible unless the 
grassroots bureaucracy is strengthened by the 
people power of democratically elected 
panchayats.^ 

IV 

Deveiopments in UK and the US 

As a close watcher of the civil service 
reforms in the UK in the last four decades 
since the umbilical cord of the ICS to the 
home civil service in Britain snapped, one 
is left with a clear impression that the at¬ 
tack in the UK on what is regarded as civil 
service mismanagement and waste combined 
with the attack on any obstacle to moder¬ 
nisation and openness of the civil service 
structure has been much more determined. 
Thus although government’s reaction as well 
as eventual acceptance of the recommenda¬ 
tion of the Fulton Report of 1968 appeared 
to be slow, the speed of reforms caught up 
during late 7(K and in the 80s despite several 
changes of government during the last three 
decades. In 1964 after a long period of Con¬ 
servative rule, the civil service applied itself 
to implementing the policies ot the incom¬ 
ing labour government, as it did in 1979 foi 
the radical policies of the next incoming 
Conservative government under the leader¬ 
ship of Margaret Thatcher. It is significant 
to note that the Thatcher era was described 
as a ‘Reign of Terror’ in Whitehall by a 
senior civil servant.-' 

1 hatcher who was an outsider in 
Whitehall—the first prime minister since Sir 
Alec Douglas Home in 1964 not previously 
to have been a civil servant—was charac¬ 
teristically not attracted by the so-called 
traditional qualities of ‘detachment, ver¬ 
satility, caution, the ability to see things in 
the round’ prized among British civil ser¬ 
vants.* In addition to seeing the civil service 
as an adversary ol the government in its at¬ 
tempt to break away from the conventional 
wisdoms of post-war Britain, Thatcher also 
disliked the ‘privileges’ which the civil ser¬ 
vices enjoyed. But her main criticism of the 
role of the civil service—which is shared to¬ 
day by almost all the developed and develt^ 
ing countries with a powerful civil service 
structure operating in them—was that they 
gave too much time to policy-making and 
not enough to management, especially the 
pursuit of efficiency and reduction of waste 
It is a tribute to her leadership that the last 
decade in the country’s civil service history 
will go down as a period of great progress 
and modernisation in Britain, where 
bureaucrats were redefined as ‘accountable 
managers’, public sector operations 
subsdivided into ‘businesses’ and the public 
seen as a ‘customer’.^’ 

If we analyse the reforms in the Thatcher 


years in Britain, we find that the total ef- 
f|pt was to implemem the Fulton lecommcn- 
dations of ‘devolving responsibility* to usher 
in both ‘accountable management* at well 
as ‘efficient management* and to gradually 
do away with the ‘cult of the amateur*. The 
methodology adopted by the govenunent 
under Thatcher’s leadership to carry out the 
reform, included: 

(i) Setting up ol ‘scrutinies’ of the govern¬ 
mental system undertaken by an in- 
house consultancy unit called the effi¬ 
ciency unit, set up in the prirpe ministers 
office, headed and maimed by renown¬ 
ed and professional managers from the 
private sector like Lord ^yner, chief 
executive of Marks and Spencer, Sir 
Robin Ibbs, Director of ICI and later 
deputy chairman of Lloyds Bank, and 
Sir Angus Fraser, former chairman of 
the Board of Customs and Excise. 

(ii) On the basis of the scrutinies, several 
structural changes were brought about 
in the civil service, 

— to make the civil service open and able 
to face competition from those outside 
the service; 

— to introduce a new breed of civil 
servant—the chief executive^—who 
can respond to the challenge of rest¬ 
lessness. 

(iii) In addition, several institutional 
changes were also introduced simul¬ 
taneously like; 

— strengthening thesystem of ca.sh limits; 

— strengthening the controls on running 
costs; 

— introducing the financial management 
initiative, supported by an infrastruc¬ 
ture of cost and management accoun¬ 
ting, developed to the point where the 
measurement of results made MBO an 
operative culture in government; 

— breaking up large departments into 
relatively small ‘agencies’ who can take 
quick decisions and be accountable to 
them; 

— privatising public enterprises and 
replacing disfu'nctional control of 
government departments before privati¬ 
sation, by functional regulation of 
enterprises after privatisation, through 
smaller regulatory bodies 

The most impressive aspect of the reform 
in the British civil services in the last decade 
is their ability to break the last remaining 
shackles of a closed career structure wlhich 
suffered from the self-ddusion that immuni¬ 
ty to competition from outside can keep the 
talents within the service secure, sharpened 
and up-to-date. As the present British 
cabinet secretary Butler himself described, 
the change to the open structure in Britain 
was to make it “open to recruitment of all 
manner of people at all stages of career, 
open to those who leave it and wish to 
return, open to the exercise of initiative and 
responsibility, open to competition with out¬ 
side providers of similar services, open to 
public scrutiny and parliamentary accoun- 
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Ubility, open to the ideas, initiative and en¬ 
thusiasm to be found in its own ranks at all 
levels and throughout the country”.^ The 
unification of the civil services in Britain was 
in-built for several years. To this unified 
structure; opening up of the top seven grades 
of the civil service which has already been 
achieved in Britain, brought in a breath of 
fresh air. This was helped by interchange of 
staff between civil service and industry and 
commerce. Although the formal exchange 
scheme was set up in 1968, a new initiative 
launched in 1977, increased the number of 
secondments which trebled between 1977 
and 1985 as will be evident from the figures 
in Ikble 2 

Redesignation of the permanenl secreiary 
as a project manager, reorganisation of 
departments as agencies like the Civil Ser¬ 
vice College, meteorological office, passport 
department and 30 other government 
departments and the success achieved so far 
through the next step.s initiative'" to quan¬ 
tify the measurement of performance of the 
civil servants are some of the other aspects 
of the modernisation process in the British 
civil service, which the developing countries 
in the Commonwealth should take serious 
note of. The current ideas of the political 
leaders in Britain to devote their renewed at¬ 
tention once again to the safeguards in the 
civil service against corruption, the impar¬ 
tiality within political parties, appointment 
and promotion on merit rather than by 
patronage also show the vigour of the 
reforms in the last decade. It is significant 
that the recent all-party House of Commons 
Select Committee on Treasury and civil ser¬ 
vice matters found no evidence of ‘politicisa- 
uon’ in the service On the other hand, there 
should be no room for complacency in tak¬ 
ing these reforms forward. Although con¬ 
siderable efforts have been made in the UK 
to improve management as well as measure¬ 
ment of performance in government, these 
analyses still cannot tell whether the aim 
should be to increase efficiency by raising 
output from given inpuis or minimise inputs 
for given outputs This issue can be ctitical 
for any modernisation process in govern 
meiit as any govemment can cut taxes, and 
destroy the quality of public sei vice ju.si as 
easily as they can increase the output by 
lavishing resources on them. The final 
answer, however, will depend on the ability 
of any goveriimeni to achieve either 
efficiently.” 

The function-activity-indicator matrix of 
the federal productiviiy^easuiemcnt sys¬ 
tem*^ introduced in the 80s in the US was 
also a similar attempt to measure the output 
of government with a view to measunng and 
improving efficiency. Details of the coverage 
of the system including several examples ol 
output indicators are shown in the appen 
dix. The structure is based on the grouping 
of agency measures into 28 functions which 
have common characteristics across repot¬ 
ting agencies. The system now in action pro¬ 
vides evidence of reasonable productivity in 
the US gervernnirnt and a vast improvement 


on previous management initiative like 
PPBS. It also shows what might be done in 
countries interested in developing measures 
of government output and productivity. 
Although this is also subject lo a number 
of technical weaknesses, i e, it docs not in¬ 
clude measures of quality and its use has 
been limited, some of these deficiencies 
could be largely overcome if productivity im¬ 
provements and management were to com¬ 
mand sufficient sustained priority 
The thrust of reforms in UK and US has 
been to institutionalise axx»untability of civil 
servants, who unlike their anonymous pre¬ 
decessors cannot live by promises alone but 
have to show results and in doing so demonst¬ 
rate their efficiency. There is today much 
greater scope for quantification of output, 
performance and efficiency in government 
than has been commonly believed hitherto. 
This is the message that developing coun¬ 
tries should receive from administrative 
reorganiaation attempted in the advanced 
countries. The use of new information 
technology and computers will also demand 
greater efficiency and decentralisation in 
decision-making. Otherwise it will be no use 
having information available in micro¬ 
seconds and taking weeks and months 
thereafter to decide or to get authority from 
a higher formation to act upon it. In such 
a structure committed to modernisation, no 
civil service can hang on to the outdated cult 
of amateurism. What the civil services need 
today therefore is mote and mote of the new 
breed of technocrats and multi-disciplinary 
managers like engineer managers, scientist 
managers, and economist managers. 


Stratejor Issues in Administrative 

Reorganisation in l)evelo|>ing 
(Countries 

(1) Good government is as much about 
well designed, well considered 'policies' as 
of the equally efficient 'delivery' of services 
which flow from these policies 7 he Indian 
belief that l-abian socialism, introduction of 
central planning in a mixed economy and 
pursuit of self-sufficiency would rake the 
country forward in ns growth and in¬ 
dustrialisation IS today under question as the 
country faces the problem of alleviating the 
poverty of 300 million,' grapples with large 
gaps between 'planning' and 'implementa¬ 
tion' exposed by project delays, continuing 
low yields from agriculture and low utilisa¬ 
tion of allocated resources in industry—and 
now has to deal with the problem of huge 
external debt -with falling value of the rupee: 
Yet, there is a realisation that with an 
efficient management within the civil 
services—a factor that has been singularly 
missing in India's economic growth in the 
last 40 years—these policies could have been 
implemented without the difficulty which 
the country faces today. The reform of the 
civil service and a need for a further boost 
in administrative reorganisation thus reap¬ 


pear oncx again in the centre stage. 

(2) In measuring the efficiency ' of 
‘delivery’ of public services, we have to look 
for a whole new set of efficiency criteria of 
government, against which efficiency levels 
of governments in developing countries can 
be assessed as they are being done in the 
developed countries. There are many ap¬ 
proaches to tackling this issue, the most 
common one is lo assess the growth and ef¬ 
ficiency of public spending. Experience 
shows, however, that this approach alone 
does not always lead to useful conclusions 
without being supplemented - by other 
approaches. 

(3) A more holistic approach in measur¬ 
ing 'efficiency' of governments in develop¬ 
ing countries would be to review their tran¬ 
sition and growth through different 
historical phases. Three such phases can be 
delineated as we analyse the administrative 
reorganisation of India—namely, the phase 
of governance up to 1947, which was then 
gradually replaced by the phase of ad¬ 
ministration of an independent democratic 
federal republic and the struggle now is on 
to usher in management. 

(4) During the phase of governance; the civil 
services were trained lo administer law and 
order in a predominantly 'police state*. The 
concepts of the anonymity of the civil 
services, iheii permanency and political 
neutrality were well understood and faithful¬ 
ly observed The challenge of transition from 
governance to administration is basically to 
move the Tik-us towards administration of a 
welfare stale Developmcru of central plan¬ 
ning in a mixed economy, achievement of 
self-reliance in indicstry and agriculture, ef¬ 
ficient management of public enterprises 
and public action programmes and efforts 
towards greatei and gieater decentralisation 
of the bureaucracy from the centre to the 
states to districts to blocks (o mandats and 
to villages were all included in the agenda 
for ushering in administration and then to 
management - replacing as quickly as possi¬ 
ble the inheritance of governance from the 
colonial past. We somehow lost our way in 
this forest, not only because the chidlengc 
and promise of development itself grew in 
geometric progression compared to the 
growth of bureaucracy in arithmetic 
progression—but also because of a ‘self- 
delusion' from which successive generations 
of bureaucracies in India suffered, namely, 
that a public administration system is the 
same as a public management system. Apart 
from the different educational and training 
neeJs of the two professions, the transition 
from administration to management in¬ 
volves a systemic leap. We are apt to forget 
that no country is underdeveloped. Those 
which seem to be are the ones which are 
really undermanaged and invariably over- 
administered. This puzzle between ad¬ 
ministration and management is best 
described in a bureaucracy of a developing 
country like India by the continuing 
scenario—where government seeks ‘results’ 
but ends up by following ‘procedure’. 
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(5) The ultimate test of a government’s 
ability to leap-frog from all administrative 
struauie to a managerial structure is 
whether it can match the quality of im- 
plemenution of its programmes to the pre¬ 
determined levels of planned targets and 
objecti^ without mismanagement, without 
watte and without leakage. The necessary 
pie-conditions for this transition—as was 
evident from the developments in UK and 
the US—are three-fold. First, it requires a 
basic structural change in the civil services 
from the pattern of fragmented, closed- 
career, anonymous, generalist, permanent 
and neutral structure to a unified, open 
career, multi-disciplinary, accountable struc¬ 
ture where the civil servant bears a name- 
Uig, has professional managerial competence 
and possesses dedication and commitment 
to national causes irrespective of the political 
party of the government served. Secondly, 
in a large country like India, democratic 
government without democratic decen¬ 
tralisation cannot be an efficient delivery 
system. No system of democratic decen¬ 
tralisation will be accepted without involv¬ 
ing the elected representatives of the people 
at village, mandal, block and district level 
by the bureaucracy in the management of 
the government’s programmes including 
poverty alleviation and other social sector 
programmes like education, health, housing, 
etc Thirdly, the output and performance of 
the government in a managerial mode must 
be susceptible of both quantification as well 
as measurement. Before attempts are made 
to quantify and measure performance, 
responsibility must be appropnately devolv¬ 
ed from the government to its lower forma¬ 
tions whether they are public enterprises, 
local government or any other agencies. 
Such devolution alone can help to remove 
areas of ‘government failure’ which pre-empt 
any possibility of long-term ‘managerial 
success’ by these public enterprises, local 
governments and other decentralised 
executing agencies. 

(6) The unification and opening up of the 
civil services in the developing cbuiurics 
must follow the impressive track record in 
Britain in introducing mobility between 
government and industry, in both the public 
as well as the private sector. Whenever ef¬ 
forts were made in such a direction in India, 
particularly when the mobility is from in¬ 
dustry to government, the result has been 
encouraging—although the extent to which 
such efforts could be made were limited by 
the closed career—reserved appointment- 
based vested interests of the fragmented civil 
services in the country. The cult of the 
amateur can be replaced effectively by the 
new breed of muhi-disdpiinary managers in 
the dvil services only if these structural 
changes precede such reforms in the ad¬ 
ministration of the reorganisation. 

(7) Like the next steps initiative in Britain 
where detailed identification and scrutiny of 
departments is undertaken before they are 
reorganised as executive agencies of govern¬ 
ment’s policy to achieve measurable results 


with reduced public apenditure, the time 
has come to aamiiie, assess and identify the 
result—cum-cost effectiveness of the dif¬ 
ferent forms of devolution in governmental 
structure in India. Whether the departmen¬ 
tal form of devolution like the railways into 
several zonal railways is more effective than 
the devolution of the department’s function 
into the government company form of 
public enterprises as in Steel, mines, 
petroleum, coal and other sectors is an issue 
which needs to be looked into again. The 
evidence of more efficient and autonomous 
departmentai devolution in railways, tele¬ 
communications, atomic energy and space, 
as opposed to not so efficient devolution in 
other sectors where government’s business 
is carried out by public enterprises, with 
strategic decision-making powers retained by 
government, reconfirms the urgent need for 
reconsidering the form of such devolution. 
In this context, the alternative of privatisa¬ 
tion of the public enterprises should also be 
viewed against pragmatic consideration. 
Privatisation of the kind followed in Britain 
is obviously unwarranted in a developing 
country like India where the size of the 
capital markets is limited But what is possi¬ 
ble, and should merit consideration, is the 
scope for pre-privatisation restructuring and 
turn-around of public enterprises such as 
was done in British Steel—as well as po.st 
privatisation replaceincni of disfunctionai 
control by functional regulation as was done 
in gas, telecommunications and other sec¬ 
tors. For the efficient development of the 
private sector also, the time has come to 
dismantle the protective policy barrier so as 
to the make private sector face competition 
ol quality, service and technological 
modernisation. 

(8) A niuitiplicity of levels in the hierar¬ 
chy of decisioii-making can be as harmful 
as horizontal fragmenialion of civil services 
fighting among each other for their place 
in the sun. In a country like India, this has 
been further aggravated by the generally low 
remuneration of the civil service with a 
multiplicity of pay scales and allowances. 
The deficiency in these two areas in India, 
has been made good by successive Pay Com¬ 
mission Reports although efforts should 
continue for further rationalisation and 
improvement. No strategy to restructure an 
administrative system to a managerial mode 
can, however, be successful without reduc¬ 
ing both vertical hierarchy and horizontal 
fragmentation in the civil services. Indeed, 
unification and operung up of the services 
as well as rationalisation of the hierarchy are 
important pre-conditions which can be 
overlooked only at the cost of keeping the 
public service structure inefficient. In the 
short term, efforu like the setting up of a 
senior management pool for the goveniment 
attempted in 1986-87 by prime minister R^iv 
Gandhi and his colleague P Chidambaram 
should merit consideration. Revival of a weU 
structured managerial dvil service for the 
pubtic sector tike the industrial management 
pool set up in late SOs would also appear to 


be urgent. A much greater role of the scien¬ 
tists and engineers in both these pools when 
they are set up should also be recognised. 
The redesignation of government func¬ 
tionaries like district collector or secretary 
to government, which we inherhad from the 
raj should also merit consideration. The fiKt 
that the permanent secretary in the Britisb 
government is today redesignated as project 
manager has its own message for such in¬ 
itiatives being taken in the developing coun¬ 
tries to fight inertia wherever it has been 
more powerful than change in administrative 
reorganisation. The quest for efficiency and 
effectiveness must be a ^uest for a slimmer, 
fitter, and a more functional public service 
structure which should be a means to ap end 
and not an end in itself. 

(9) Political neutrality of dvil servants 
must be viewed in the context of increasing 
politicisation in the dvil services in the 
developing countries. The fact that all three 
Indian prime ministers brought in a new 
cabinet secretary during the year 1989-90 
and in none of these cases was the chosen 
incumbent their most senior permanent 
secretary—speaks volumes against any 
system which is opposed to patronage in 
senior public service appointments where 
neutrality, commitment and loyalty to the 
nation should be given the highest priority. 
The vested interest of the members of any 
particular Group A service to the highest 
civil service post in the country is equally 
meaningless where the selection to the top 
posts of permanent secretaries in the govern¬ 
ment IS already fiercely competitive. While 
it was possible for prime minister Indira 
Gandhi to bnng in technocrau and intellec¬ 
tuals a.s permanent secretaries in the 
economic ministries as well as in her own 
secretariat in the top-most post of the prin- 
apaJ secretary to the pnme minister, her suc¬ 
cessors were not able to capitalise on this 
healthy tradition. In a sense therefore the 
reforms in India have gone in the reverse 
direction. Similarly, the openness in govern¬ 
ment and in the dvil service structure makes 
anonymity of civil servants in the interest of 
so-called ministerial responsibility an out- 
of-date constitutional fiction. The Westland 
affair, the Ponting case, and the Spy Cat¬ 
cher case, have all broken new ground in the 
British civil service tradition which cannot 
be ignored by developing countries. 

As far as security of tenure is concerned, 
re-thinking is also needed in the interest of 
introdudng mobility and openness in the 
civil service. 

(10) Finally, the behavioural and cultural 
pre-conditions of the new order are perhaps 
going to be the most critical where educa¬ 
tion, training and management development 
have to play their part. 

Conclusion 

Machiavelli said in a famous remark 
“there is nothing more difficult to take in 
hand, more perilous to conduct, more uncer¬ 
tain in iu success than to take the lead in 
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the introduction of a new order of 
things”.’' We know how difficult he found 
in his own life to translate this intention into 
action, besides spending years in prison and 
trying to deal with a whole lot of extiemely 
difficult Italian princelings. But no new 
order will work unless it can effectively 
balance authority with accountability and 
institutionalise this balance through an ap¬ 
propriate managerial system. Many of my 
colleagues in India often ask the cynical 
question whether in a democratic set-up like 
ours, given the compulsions of political 
leadership with constituencies of political 
and economic interest and patronage, it is 
at all possible to usher in a managerially- 
onented government, it is my belief and con¬ 
viction that the answer to this question is 
firmly in the affirmative if the ‘pre¬ 
conditions' can be taken care of adequately. 
As stated earlier, the behavioural and 
cultural pre-conditions are going to be the 
most critical in managing change to replace 
status by function, hierarchy by participa¬ 
tion and regulation by development. 

The changing role of government in 
national competitiveness is also another 
aspect worth examining. Is the role of 
government in Malaysia, Hong Kong and 
Singapore qualitatively different from that 
in other countries like Kenya, Ihnzania, 
Pakistan and Nepal? To what extent is the 
hypothesis of a government’s role in enhan¬ 
cing national advantage the reverse of what 
is often supposed? Many see government as 
a helper and supporter of industry.'* Yet 
many of the ways in which the government 
tries to help can actually harm a nation’s 
enterprises in the long run, e g, subsidies, 
domestic mergers, providing guaranteed 
government demand and artificial devalua¬ 
tion of the currency. Is the government's pro¬ 
per role that of a pusher, a challenger and 
at the broadest level one of signalling" and 
if so how this role is being played by govern¬ 
ments in other countries in Asia and Africa 
in managing this development? 
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Menu of Financial Indicators Used in MOUs 

An Exercise in Clarification 

Prajapati Trivedi 
M P Vithal 

Financial performance has moved to the centre-stage of MOU policy. The main issue before policy-makers is 
to devise ways of internalising this policy goal. The best way to do so will be to give clear and unambiguous 
signals Jo public enterprises with regard to what is expected from them in terms of financial performance. 


I 

IntnMluctiun 

THE purpose of this paper is to highlight 
some issues involved in choosing financial 
indicators to measure managerial perfor¬ 
mance in Memorandum of liriderstandmg 
(MOU). A glance at the existing MOUs 
makes it clear that there is a w idc divergence 
in perceptions regarding the utility and 
rationale of various financial indicators in¬ 
cluded in MOUs. This is hardiv surprising, 
because there is no unanimity on an ‘ideal’ 
financial indicator even in the literature deal¬ 
ing with the private sector Be that as it may, 
there is a convincing case to narrow down, 
if not eliminate, this diversitv in the public 
sector for the following reasons 

First, unlike the private sector, there is 
only one ultimate owner of the public entcr- 
pri.ses. In fact, the more acciirdte comparison 
of public enterprises is with large businc.ss 
houses or multinational corporatioas, where 
one finds that there is a tendency to evaluate 
units under their control using same finan¬ 
cial indicators and ineasiiies across all units 
Second, using a diverse set of indicators 
can have the unintended ellcc of measuring 
the same aspect ol enterprise performance 
differently by dificicni indicators and thus 
confound the perlormance evaluation exer¬ 
cise, Thus, inclusion ol duplicative perfor¬ 
mance criteria can be ‘unlair’ to both the 
management as well as the owner (govern¬ 
ment) depending on the particular set of 
financial indicators chosen. We shall 
elaborate on this point later 

The rationale foi using a single indicator 
IS simple. If Birlas have invested some 
amount of money in cement, textiles, 
engineering and chemical concerns, they 
would want 'favourable' return from all in¬ 
vestments. A rupee earned Irom cement divi¬ 
sion is no different from a rupee earned from 
the chenucal division. Thus they would want 
the same indicator fo’' all their divisions.' 

This paper is not intended to be exhaustive 
in its coverage. Rather, it is to be used as a 
basis for discu.ssion and future refinement. 
The language used is also cryptic reflecting 
a preference lor producing this paper on 
time to have a focu.sed debate on this im¬ 
portant topic. However, belore we examine 
the various options available to us for 
evaluating financial perlormance of public 
enterprises signing MOUs, let us look at the 
concern of the High Power Commiitee 
(HPC) on MOU in this regard.^ 


11 

Concern for Financial 
Performance 

(iiven the desperate financial position of 
the nation, one does not have to spend a 
great deal of effort in making a case for im¬ 
proving the financial performance ol public 
enterprises, in general, and those signing 
MOUs, III paiticular Little wondei, there¬ 
fore, that the Hf’f issued a guideline urg¬ 
ing the concerned parties in the MOU e.xei- 
cise to give ‘profit related’ criteria a 
minimum weight of 50 p<‘r cent. However, 
since no details have been given by the HPC , 
a controversy ol sorts relating to the real 
intentions of the HPC has ai iscri In paiti 
cular, the interpretation of the term ‘profit- 
related criteria’ is at the heart ol this con 
troversy. lo untangle the myriad of issues 
involved let us begin by examining the ra¬ 
tionale behind this decision. 

Table I summarises the thinking of the 
HPC-’ on this subieci In general, the critciia 
included in any MOU could be divided into 
two broad categories ‘Profit’ and ‘All 
Others'. The latter category could include as 
inaiiy sub-categoiies as may be relevant for 
the specific enterprise in ciuestion. Table 1 
lists the sub-categories recommended in ihc 
“Ouidclines on MCfU" issued by the HPC 
Before we go lo the confusion regarding the 
interpretation of the first category of ‘Pro 
fit’, let us look at the significance behind 
the recommended distribution ol weights 
among the two broad categories. 

The mam objective ol attaching a weight 
of 50 per cent to the profit category is lo 
ensure that no public enterprise achieves an 
overall excellent rating unless it achieves iis 
target Jor profit in that particular year lo 
see how this is sought to be achieved, im¬ 
agine that a particular public enterprise gels 
an excellent rating for dll ciitcria included 
in the second broad category of ‘all others’ 
That IS, on a scale of 1-5, it gels a raw score 
of ‘I 00’ and a ‘weighted raw score’ of ‘ 50’ 
.Since to qualify as excellent’ the enterprise 
has to gel a composite score of 1.50 or less, 
it must gel a ‘weighted raw score’ of ‘I (K)’ 
or less for ‘prolit’ Which, in turn, implies 
that the enterprise must achieve a raw .score 
of ‘2.00’ or less for ‘profit’ Further, since 
the budgeted target tor profit i.s placed under 
‘2’ in the 5-point scale for criteria values, the 
above implies that to be rated as excellent, 
an enterprise must, at the very least, achieve 
the target for profit. This is. of course, bas¬ 
ed on the assumption that the enterprise has 


received an excellent rating for ‘all other’ 
criteria, if the enterprise does not get a raw 
score of ‘1’ in every other indicator besides 
profit, then the only way it could achieve an 
excellent rating is by exceeding its target for 
profits, that is, by getting a raw score of less 
than ‘2’ for Profit 

A few points are worth noting before pro¬ 
ceeding any further. First, in the manner 
described above, the MOU system is able to 
inleniahse the changing priorities ol the 
government in a systematic way In the 
absence ol an objective methodology for 
performance evaluation, there i.s a danger lor 
extreme reactions which arc cither difficult 
lo enforce or lustify. In contrast, the current 
method ol mid-course adjustment appears 
to be both justifiable as well as quite feasible 

Second, the emphasis is on achieving the 
‘target’ tor profit That is, public enterprises 
are not being asked to do a miracle and pro¬ 
duce a whopping increa.se in their profits. 
Rathet. the signal that is sought to be con¬ 
veyed IS that any slippage on the profit front 
IS becoming increasingly unacceptable. If an 
enterprise commits a certain level of profit. 
It must ensure that it delivers that amount 
to the nation.’ However, before we examine 
what IS it that the nation expects from our 
public enterprises in the area ol financial 
performance, we must be clear about the 
meaning ol the term ‘performance’ in this 
I I'litcxl 

III 

(.ioncopi of Performanre in IVIOIIk 

In any discussion on public enterpnse per¬ 
formance, one must keep (he following 
distinctions in mind: 

(a) ‘fnlerprise' Performance versus 
‘Managerial’ Performance: To highlight this 
distinction, let us illustrate it by taking an 
example Suppose we have a situation in 
which a profit-making enterprise suddenly 
begins to make losses because of a reduc¬ 
tion in the administered prices, in .spite of 
increases in the physical efficiency para¬ 
meters. In this case, we would say that the 
‘enteipiise’ performance has deteriorated 
even though the ‘managerial’ performance 
has improved. The reverse is an equally 
plausible phenomenon. For instance, a sud¬ 
den windfall gain could camouflage a 
decline in managerial efficiency, lb estimate 
‘managerial' performance, therefore, one has 
to adjust ‘enterprise’ performance for the ef¬ 
fects of all factors be^nd the control of the 
management of the enterprise. 
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(b) Ex-ante Performance Evaluation ver¬ 
sus Ex-post Performance Evaluation: An ex- 
ante performance evaluation exercise refers 
to a situation in which a judgment on (enter¬ 
prise or managerial) performance is made 
on the basis of a set of criteria which were 
agreed to in advance. 

Ex-post performance evaluation exercise, 
on the other '.and, consists of judgments 
made on the basis of criteria imposol after 
the fact by the evaluator. In short, in such 
an exercise one is simply concerned with 
what the enterprise has actually done on the 
basis of a set of criteria preferred by the 
evaluator, irrespective of what it was origi¬ 
nally expected to do or what it has been ask¬ 
ed to do all along. 

When one puts these two dimensions 
together one gets the following public enter¬ 
prise performance evaluation matrix: 

Managerial Enterprise 
Performance Perfoimance 

Ex-ante Perfor¬ 
mance 

Evaluation Cell I Cell 2 

Ex-post Perfor¬ 
mance 

Evaluation Cell 3 Cell 3 

Most, if not all, of the performance evalua¬ 
tion exercise one comes across fall in Cell 
4. Invariably, these studies use financial pro¬ 
fitability to measure enterprise performance 
on an ex-post basis. Given the general lack 
of concrete data in other areas and diffi¬ 
culties in conducting rigorous studies, this 
would be understandable. However, what we 
find troublesome is the fact that the results 
of exercises belonging to Ceil 4 have been 
used to pass sweeping judgments on mana¬ 
gerial efilciency, which can only be estimated 
‘fairly and accurately’ by performance 
evaluation exercises belonging to Cell I. The 
MOU document belongs to Cell 1. Thus, to 
exp«;t it to also provide answers for ques¬ 
tions dealt with in other three cells is a 
mistake If we load the MOU instrument 
with too many objectives, it may not achieve 
any. 

IV 

‘Profit’ or ‘Profit-Related' Criteria 

A minor confusion, if not a controversy, 
seems to have been arisen regarding the in¬ 
tentions of the HPC with regard to their ex¬ 
pectations from public enterpnses in the area 
of financial performance A recent guideline 
issued by the Department of Public Enter¬ 
prises (PPE) on behalf of the HPC suggests 
that 50 per cent weight ought to be given lo 
‘profit or profit-related criteria’. It is our 
belief that this guideline dilutes the inten¬ 
tions of the HPC, at best, and may be 
counterproductive, at worst. 

To start with, there is a big difference bet¬ 
ween ‘profit’ and ‘profit-related’ criteria In 
one sense, almost every performance indi¬ 
cator for an enterprise is related to profits. 
Thus, this lax interpretation of HPC’s in¬ 
tentions could open up the flood gates and 
lead to a plethora of diverse profit-related 
indicators being used in different MOUs. 

The issue is simple. We have to ask what 


is it that the country as a whole expects from 
public enterprises at the end of the year. 
Does it want an increase in ‘profits’ or 
‘profit-related’ criteria? It is analogous to 
asking whether India needs ‘food* or ‘food- 
related* items at the end of the harvest? Even 
chemical fertilisers are in some sense relatd 
to ‘food* but certainly cannot be used as 
‘food*. Or, to take another arudogy, in a com¬ 
petitive race you either “win* or ‘lose* depen¬ 
ding on whether you are the ‘fastest.’ Fur¬ 
ther, ‘fastness’ is unambiguously measured 
by looking at the amount of time taken to 
run from the start to the finish line We know 
of no world class race where winners are 
decided on any other criteria. We would like 
to ask the advocates of these multiple finan¬ 
cial criteria, whether they would feel com¬ 
fortable if, in addition to ‘fastness’, such a 
race was decided on the basis of ‘leg span’, 
‘total number of strides’, ‘average momen¬ 
tum’ and so on? The revolutionary Fosbury 
flop technique for high jumping would have 
never been ^owed by a committee concern¬ 
ed with ‘how’ to jump and not only with 
‘how much’ to jump. Since Dick Fosbury’s 
historic backward twisting, diving style jump 
in the Olympics of 1968, the traditional 
‘scissors’ or Eastern method have become 
outmoded. 

In other words, one must make a distinc¬ 
tion between ‘ends’ and ‘means’. In a per¬ 
formance evaluation exercise, the focus is 
always on ‘ends’ and not the means perse. 
Unlciis. of course, there is a particular 
‘means’ which is preferable for some other 
reason. In that case, using that particular 
‘means’ itself becomes an ‘end’ Unfortu¬ 
nately, It is not clear that the HPC wants to 
increase ‘profits’ in any particular fashion. 
As far as we can see, HPC wants to increase 
overall profits and docs not (should not) care 
about the means employed so long as they 
are legal and ethical. In fact, this interpreta¬ 
tion of HPC’s intentions would be more 
consistent with the overall MOU philosophy 
of ‘management by objectives’ as opposed 
to the traditional bureaucratic practice of 
‘management by producers’. 

This issue is also closely related to the im¬ 
portant distinction made by the Jha Com¬ 
mission and Iyer (1990) between ‘evaluation’ 
and ‘monitoring’. Unlike the former, the 
primary objective of a monitoring system is 
not to make a judgment on the enterprise 
but to invoke a managerial respon.se on the 
part ol both the enterprise and the govern¬ 
ment by way of identification of the im¬ 
mediate problems and their resolution. As 
distinct from a monitoiing instrument, 
MOUs in India arc primarily for perfor¬ 
mance evaluation. While it is only common 
sense that each cnterpri.se should tailor-make 
the monitoring system so that it dovetails 
with the MOU, it would be patently wrong 
lo confuse the two. Much of the alleged back 
scat driving in public enterprises is a result 
of mixing the ‘evaluation’ and ‘monitoring’ 
systems.^ MOUs have provided us the pro¬ 
verbial golden opportunity to make a clean 
break from the past. To miss this opportuni¬ 
ty would be suicidal for the MOU system. 
We would, in other words, lose the unique 
soling proposition of MOUs and MOUs will 


begin to resemble the old system we are try¬ 
ing to replace. 

Let us examine why a group of reasonable 
persons is bent upon using this set of multi¬ 
ple and duplicative financial criteria. W; 
believe that the tendency to include ‘profit- 
related* criteria in addition to the criterion 
for ‘profit* is a reflection of a tendency to 
doubly insure that financial performance 
improves at the end of the year. Paradoxical¬ 
ly, however, this concern can often lead to 
exactly the opposite result, lb illustrate this 
point, let us look at hypothetical financial 
statements for a public enterprise for two 
years in Ihble 2. In addition, the MOU sign¬ 
ed at the beginning of year two is ^ven in 
Ikble 3. Finally, the composite score for the 
public enterprise in question at the end of 
year two is given in Ihble 4. 

To look at the absurdity of using a menu 
of five financial indicaton to measure public 
enterprise performance, let us begin by ask¬ 
ing what was the contribution of the public 
enterprise to the national welfare. Ihbic 2 
gives an unequivocal answer to this question: 
compared to year one, the contribution of 
the public enterprise in question has declin¬ 
ed. This is clear from a decline in Gross 
Margin from 60 in year one to 47 in year two. 
In addition, both the Debtor lUmover and 
Inventory Pirnover ratios have worsened. 

Tabi r. I: Rationale for Giving 50 Per Cent 
Weight to Profit 


SI Criteria Criteria Raw Weighted 

No Weights Score Raw Score 

(A) (B) C = A*B 


(1) Profit .50 2.00 1.00 

(2) All other 
criteria 

(a) Stalic 

(b) Dynamic 

(c) Project .50 100 50 

implementa¬ 
tion 

(d) Non-com- 
mercial, etc 

1.50 


Tabi f 2: Financial Statements of a Public 
Enterprise for Two Years 



(hgures in 

Rupee;./ 


Items 

Year 

Year 



One 

TWO 


.Sales 

150 

160 

less 

Intermediate innuis 

60 

80 

less 

Labour costs 

20 

22 

less 

Rental costs 

10 

II 

equals 

Gross margin 

60 

•47 

less 

Depreciation 

25 

20 

less 

Previous years’ 




expenses 

15 

0 

equals 

Gross profit (GP) 

20 

27 

less 

Interest charges 

5 

5 

equals 

Profit before tax 

15 

22 

less 

Tax 

10 

5 

equals 

Net profit 

5 

17 

Item 

Year One 

Year TWo 

Debtor turnover 31.00 days 

32.50 days 

Inventory turnover 21 .(X) days 

21.25 days 

Capital employed 400.00 

400.00 

Net worth 360.{X) 

360.00 


M-60 
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However, T^le 4 shows that it is possible 
to draft a MbU (such as that given in Ihble 
3) that eiMbles the enterprise to get a com¬ 
posite score of ‘I.S’ which is considered to 
be ‘excellent’ in the MOD parlance. Let us 
cxatnirK the reasons for this apparently con¬ 
flicting situation. 

First, the main reason for this dichotomy 
is the lack of correlation between the three 
major financial indicators. While the 
GM/CE decreases, the other two- 7 -GP/CE 
and PBT/NW—decrease. This hapr>ens 
because there is a decline in ‘Depreciation’ 
as well as ‘Previous Meat’s Expenses'. The im¬ 
portant issue is that, in general, both these 
items do not have any relationship to mana¬ 
gerial efficiency in the year in which the 
MOD is signed. If one is using the accele¬ 
rated depreciation method, the Hgures for 
depreciation will decline automatically. 
ceteris paribus. Similarly, ‘Previous Year’s 
Expenses’ is a highly flexible item and one 
of the major instruments of cosmetic 
surgery for enterprise accounts. We surely 
do not want to reward ‘public’ enterprises 
for ‘creative’ accounting. 

Some have argued that by measuring per¬ 
formance after netting out depreciation 
charges, we will force the public enterprises 
to take better investment decisions. This 
betrays a lack of understanding regarding 
the purpose of the MOU policy. We have to, 
in fact, make a distinction between ‘invest¬ 
ment efFiciency’ and ‘operational’ efficien¬ 
cy. MOU’s focus is on the latter. It is con¬ 
cerned with the investment efficiency only 
to the extent of insuring that investment 
decisions are efficiently executed. Any major 
investment decision takes several years to 
plan and implement. The final verdict on the 
wisdom of that decision can only be made 
only after the project has become opera¬ 
tional, which takes even longer. The MOU 
document, therefore, concentrates on the ef¬ 
ficiency of executing the important mile¬ 
stones of a project. Clearly, depreciation 
charges in a particular year have very little 
to do with the efficiency or inefficiency in 
this area. Most of the depreciation charges 
for a particular year are a result of the in¬ 
vestment in the past. 

Another reason for the anomalous out¬ 
come of Ikble 4 is the relative weights given 
to different criteria. Since the earlier circular 
did not mention any particular distribution 
of weights, this example is a valid possibility. 
Those who are familiar with the science and 
art of conceptualisation would agree that a 
valid possibility is enough to warn us of the 
potential dangers. 

Unfortunately, the response to this even¬ 
tuality has been equally misplaced. It is being 
suggested by some that we must specify fixed 
relative weights for each of these criteria. 
There are two problems with this approach. 
First, a particular distribution of weight will 
not eliminate the possibility we have men¬ 
tioned earlier. It might make it a bit difficult 
but certainly not impossible. With another 
set of numbers one can demonstrate the 
point. 

Further, this penchant for highly detailed, 
uniform and dictated evaluation system is 
contrary to the MOU philosophy as we 


understand it. By keeping the evaluation 
criteria unambiguous and simple, we will be 
improving the quality of signals being sent. 
By increasing the number of duplicative and 
contradictory indicators with some arbitrary 
distribution of relative weights, we will be 
falling in the same trap from which we are 
trying to salvage our public enterprises. Thai 
is, to correct for one error we should make 
another error and make the situation even 
worse: 

As a final argument against the proposed 
evaluation system one has to a.sk the ad¬ 
vocates of that system as to how they wish 
to evaluate the performance of the MOU 
system on the financial front in, say, five 
years’ time. We will be leaving a large leeway 
for subjective judgments, if at the end of five 
years we find ourselves in a situation that 
for the entire set of MOU signing enter¬ 
prises, some financial indicators have gone 
up and others have come down. Critics of 
public enterprise will pick up indicators that 
have gone down and the supporters will try 
to focus on the ones that have increased. 
That is. at the macro level, there wiH still re¬ 
main the age-old confusion in thinking with 
regard to public enterprises. For us, this is 
one good definition of the ‘failure’ for the 
MOU system 

Thus, we propose that the 50 per cent of 
weight should be allocated to ‘one particular’ 
definition of profit. This would be consistent 
with the thirking of the HPC and help us 
judge the effectiveness of the MOU system 
more objectively in this very important area 
of concern To see which particular defini¬ 
tion will be most appropriate, we examine 
the following most commonly used 
indicators. 

Option 1. Ki turn on Invistm^nt (ROl) 

To sun with theie is no one standard 
definition of Ketuin on Investment (ROl) 


As per the most widely used ’Du Pont Con¬ 
trol Chart’, ROl can be defined as:’ 

= Profit before Interest and Tkx (PBIT ) 
Total Assets (Net Block + Current 
Assets) 

The problems associated with this in¬ 
dicator are as follows; 

(1) Assume that from year 1 to year 2 there 
" is no change in any aspect of the ‘real’ 

performance of the enterprises that is, 
it uses the same amount of inputs to pro¬ 
duce identical output in both years. 
Therefore, we would like to have an indi¬ 
cator that also reflects this realty of un¬ 
changed financial performance. How¬ 
ever. if ROl IS included as the sole in¬ 
dicator in the MOU it would show an 
improvement because (he denominator 
will decrease automatically by the 
amount of ‘depreciation’. 

It is possible to argue that, indeed, 
performance has improved because the 
manager is producing the same amount 
with an older plant and machinery. 
However, since depreciation rates do not 
refled true ‘deterioration’, the percentage 
increase in ROl may not be an accurate 
measure of managerial performance. 

Further, depreciation rates depend on 
accounting policies and can change over 
time and across enterprises both as a 
result of a change in policy as well as due 
to cosmetic, though legal, surgery on 
accounts. 

(2) Another problem with ROl is that it im¬ 
plicitly discriminates between different 
ways of ‘cost-reduction’. This assume 
serious proportions in the current con¬ 
text where cost reduction is a major 
thrust area for MOUs. 

As an illustration, let us take the follow¬ 
ing example; Suppose in yeai 1 
ROl = PBIT/TA = 50/100; 

In year 2, let us see the implication of 


Tabi t 3 Mi mokanuiim oi- Undersiandinij Signed ai the Beginning of the Year 


SI 

No Criteria 

Weights 

i 

Criteria Values 

2 3 4 

5 

1 Gross margin (CiM)/capiul employed 

10 

.160 

.155 

.118 

.100 

.080 

2 Gross profit/capilal employed 

20 

.063 

.055 

.048 

.040 

.033 

3 Profit before tax/nci worth 

16 

.055 

.047 

039 

.025 

.020 

4 Debtors turnover (no of days) 

02 

20 

30 

40 

50 

60 

S Inventory turnover (no af days) 

02 

t5 

20 

25 

30 

35 

Subtotal 

50 






6 Customer satisfacHon (per eent) 

10 

75 

65 

55 

50 

45 

7 Quality of corporate planning 

20 

1 

2 

3 

4 

5 

8 Quality of HRD 

15 

1 

2 

3 

4 

5 

9 Preventive mainicnance 

.05 

1 

2 

3 

4 

5 

Subtotal 

50 







Tabi e. 4; Performange Evaujation at ihf End of the Year 


SI Criteria 

No 

Weights 

Achieve¬ 

ment 

Raw Score 

Weighted 
Raw Score 

1 Gross margin (CiM)/capital employcd(CE) 

.05 

.118 

3.00 

.150 

2 Gross profit/capital employed (Cb) 

.20 

.068 

1.00 

.200 

3 Profit before tax/nel worth 

.21 

061 

I.OO 

.210 

4 Debiors turnover 

.02 

32.5 days 

2.25 

.045 

5 Inventory turnover 

.02 

21.25 days 

2.25 

.045 

6 Customer satisfaction 

.10 

55 per cent 

3.00 

.300 

7 Quality of corporate planning 

.20 

1 

1 

.20 

8 Quality of HRD 

.15 

1 

1 

.15 

9 Preventive maintenance 

.05 

4 

4 

.20 

Composite score 




1.30 
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two alternative ways of reducing cost; 
Alternative /. Energy saving of Rs 10. This 
will make ROl m year 2 - 60/100 - .60 
Alternative 2: Reduction in stock of spares 
by this amount will make ROI in year 2 = 
50/90 = .55 

Thus, the first alternative will give a bet¬ 
ter ROI for same amount of cost savings. 
In other words, the management of an enter¬ 
prise is being given a signal that cost savings 
via reduction in eneigy consumption are 
more valuable than cost savings by other 
means. Now if this is done consciously, it 
may be acceptable. Otherwise, use of ROI 
has the risk of sending confusing signals. 

The foregoing is not a general indictment 
of ROI. Our only point is that it may not 
be,an appropriate indicator for performance 
evaluation in MOUs. Indeed, even in the 
private sector ROI is used more for ‘diag¬ 
nostic* purpose as in the case of the famous 
Du Pont analysis rather than for perfor¬ 
mance evaluation. In the management control 
literature, ‘Residual Income* is advocated as 
a mea.sure of performance evaluation 
[Anthony, 1989). 

OPiioN 2: Gross Promt 

According to DI*E*s Public Enterprise 
Survey, Gross Profit is defined as. 

Excess of income over expenditure after pro¬ 
viding for depreciation and charges pertain¬ 
ing to previous years but before providing for 
interest on loans, taxes and appropriations 
to reserves. 

llie difficulties associated with the use of 
gross profit as an indicator in the MOD arc 
as follows: 

(1) It is subject to variation on account of 
changes in depreciation policy which has 
no correlation with changes in mana¬ 
gerial performance. For example, if there 
IS no changes in inputs used and output 
generated from year I to year 2, one 
would want an MOD indicator that 
would also not change. However, Gross 
Profit will change automatically because 
current depreciation calculated on writ¬ 
ten down value of assets (the most com¬ 
mon accounting method of depreciation) 
will be lower in year 2. As discussed in 
an earlier section, this situation may lead 
to rewarding a manager when his margi¬ 
nal contribution to the national welfare 
is nil. The basic problem is that deprecia¬ 
tion is a function of time, accounting 
and taxation policies, rather than use. in 
theory, it is supposed to be a proxy for 
economic rate of detenorauon which i.s a 
funcUon of use and is a true economic cost. 

(2) Another concern with Gross Profit 
relates to the absence of a denominator 
or numerator. It is possible that an enter¬ 
prise may increase its gross profit from 
year 1 to year 2. However, if there h... 
been a major increase in investment then 
a mere increase in gross profit may not 
be truly reflective of any managerial 
achievements. Thus, we need a denomi¬ 
nator to normalise the performance in 
the two years. This explains the prefer¬ 
ence for ratios in the performance 
evaluation literature. (DPE circular sug¬ 


gests GP/CE; the problems pertaining to 
CE are explained earlier.) 

(3) Net profit has the above problems in ad¬ 
dition to several more For example, 
change in the tax policy or practice can 
chi^e net profit in an arbitrary fashion. 
This would make a manager look good 
or bad without any correlation with his 
contribution or true efforts made. 

Option 3: Gross Margin 

Gross margin is defined as excess of in¬ 
come over expenditure before providing for 
depreciation, deferred revenue expenditure, 
interest on loans, taxes and appropriations 
to reserves. 

This is a particularly important concept 
and also a popular one Of the 23 enterprises 
that signed MOU for 1990-91, 10 included 
gross margin as a criteria for performance 
evaluation in one way or another. 

As opposed to the previous two indicators 
this has only one major problem—it gives 
absolute value rather than a ratio of perfor¬ 
mance. It IS, without question, ‘fair* to the 
managers and the nation. However, it gives 
an indication of the absolute amount of 
surplus generated. 

Only if the surplus generated increases can 
an enterprise have greater capacity to pay 
dividend, taxes, interest, etc. That is wc need 
to make a distinction between ‘surplus 
generated* and ‘surplus distributed’. 

One must remember that if gross margin 
increases, other things remaining constant, 
ROI, gross profit and internal resource 
generation will necessarily go up. However, 
if ROI, gross profit and internal resource 
generation go up, there is no guarantee that 
the gross margin will necessarily go up 

Modiftinc; OROS.S Margin 

The remaining problems associated with 
the gross margin can be niodified easily as 
follows' 

Problem 1: It is affected by changes in ad¬ 
ministered pnees which are beyond the con¬ 
trol ot managers 

Solutionfllike it at u given year’s price, i e, at 
constant prices. 

Problem 2' It ignores problems associated with 
current asset management. This is, even if 
there is an increase in the level ot inven 
lories, I he gross margin will not be affected 
However, the nation is clearly worse oil as 
a result of accumulation of excess inventoncs 
Solution. liKludc Imentory Turnover and Debtor 
liimovcr ratios in addition to ‘Gross Margin’. 
Problem .1: It represents an absolute value 
Solution' Divide by gross block. As argued 
earlier. Capital Employed can change supply 
with the passage of time and, therefore, 
using CE as a denominator has the poten¬ 
tial of giving a wrong signal. 

V 

Ctmclugion 

It is clear that financial performance has 
moved to the centre-stage of the MOU 
policy. The main issue before policy-makers 
is to devise ways of internalising this policy 
goal. The above discussion reveals that the 


best way to do so will be to give clear and 
unambiguous signals to public enterprises 
with regard to wf at is expected from them 
in terms of financial performance. The cur¬ 
rent thinking of including a menu of profit 
and profit-related criteria may not be the 
best way to achieve this. It is our belief that 
we can achieve the avowed policy objective 
more effectively by choosing Gross Margin/ 
Gross Block as the primary indicator for 
financial performance and attaching a 
weight of 50 per cent to it. Gross Margin is. 
indeed, just one variant of the profit con¬ 
cept. In fact, we can use PBITD instead of 
Gross Margin since both are nearly synony¬ 
mous. In addition, we think the Debtors* 
lUrnover and Inventory Turnover should 
also be included in each MOU. The weights 
for the latter ought to be in addition to the 
50 per cent for PBITD but left to the judg¬ 
ment of the MOU signing parties. 

Motfs 

[Wc would like to (hank ihc participanls oi Ihc 
Workshop on Memorandum of Understanding. 
Hydenibad. trbiuary II It, 1992 for ihar valuable 
inputs While the conclusions of t his paper rcITccl 
ihc broad consensus among ihe 40 participants 
III Ihe workshop, all eiiors ol omission and com 
mission remain our sole responsibility Part of ihc 
woi k on this papei was supiwrletl by Ihe Centre 
foi Studies in Public tnierprisc Management. 
Indian liisiiluie of Management. Calcuiui | 

1 In lact, in the Puna C'oniml System, the Daily 
C a.sh floi* report is the significant unique report 
used lor performance evaluation Sec Shaima 
(I9KK) (or fun her details on this system 

2 l-or details regarding the design and implemen 
laiion of the MOU sy'stern, see Irivedi (199(1 and 
1992) 

3 It goes without saying that targeted profit im 
plies largeled 'profit or loss’ 

4 The distinction between 'performance evalua 
tion' and 'performance esplanaiion' is also 
worth keeping in mind The former deals with 
'what' happened while the latter with ‘why’ it 
happened MOUs arc supposed to deal with 
'what' happened Therefore, to include 
parameters which will also tell us ‘why’ it hap- 
|icned can. at best, dilute the evaluation cxer 
CISC and, at worst, affect performance by sen¬ 
ding fu/zy signals to the public enterprise 
managements 

5 .Some people derine ROI as Pbl /NW f-or more 
details regaiding the Du Pont Control Chart, 
sec Sharma and Vithal (1989) 
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Thinking about the Labour Process 

Some Clues from Western Studies 


' Bernard D'Mello 

Harry Braverman’s Labour and Monopoly Capital [J974], a landmark in the study of the labour process at 
the ‘centre’ of the system of monopoly capitalism, was catalytic in nucleating a creative gale of studies on the 
labour process in the west. In the periphery, it was China’s Cultural Revolution in the 60s that brought the prac¬ 
tice of workers control on the agenda once again. But theory and scholarship perhaps did not respond as much 
to the occasion in the third world and in China itself there were serious aberrations and ultimately, degeneration. 
In this note we put forward some hypotheses regarding deskilling and capitalist control in Indian industry, issues 
that have a bearing on the quality of workers’ lives. This is not a report or finished work but an outline of a 
research agenda. In Section I we briefly review the labour process literature — Marx, Braverman and post-Braverman. 
In Section II we attempt to see what insights can be gained from this literature for the study of the labour process 
in Indian industry. PVe also draw from our experience of a few years as a participant-observer in modern Indian 
industry in the 70s. In a .sense, this is a first landing on and take-off from a rough terrain. 


Marx, Braverman and 
Post'Braverman Insights 

MARX [1867] was perhaps the first to 
establish that there is a long-run tendency 
for workers to become deskilled in the pro¬ 
cess of production in a capitalist economy. 
He first analy.sed the labour process “in¬ 
dependently ol the particular form it assum¬ 
es under given social conditions" [Marx, 
1867:173]. Here it is a human-nature interac¬ 
tion, the former a conscious being Because 
of his/her consciousness, the knowledge of 
the production process exists in his/her im¬ 
agination at the commencement of the 
labour procc.ss itself Marx writes: “At the 
end of every labour process, wc get a result 
that already existed in the imagination of the 
labourer at its commencement” [1867:174], 
The labour process should here be rightly 
called the social labour process becau.se the 
knowledge ol the prtKess is part of social 
tradition [Childe, 1942:13-32). 

Consider the labour process in craft under 
a putting-out system where the instruments 
of production are owncd/po.s.sessed by the 
craftsperson and the merchant capitalist ad¬ 
vances the circulating capital (the wage fund 
and raw materials). The craftsperson, work¬ 
ing with his/her instruments, “effects an 
alteration, designed from the commence¬ 
ment, in the material worked upon” [Marx, 
1867:176], The core of the craftspersons in¬ 
struments is the tool, which directly interacts 
with the material to change its shape. But 
it is the craftsperson who directly performs 
the relative motion between the tool and the 
material and this is the element of skill in 
craft. It involves control, judgment, correc¬ 
tion and an intimate knowledge of the 
technology. Because of the nature of work 
in craft production there is no objective basis 
of control, by merchant capital, of the 
labour process. Although there is alienation 
from the product of one’s labour, it is the 
craftsperson who decides when to work and 
how much to work. 


The next stage of organisation of the 
labour process is what Marx called ‘manu¬ 
facture’ [1867:320]. The craftsperson was 
transformed into what Marx calls a detail 
labourer, for the various stages of produc¬ 
tion were isolated by the capitalist to 
establish a detailed division of labour. A 
specific set of workers were attached to each 
partial operation. The objective of the 
capitalist was two-fold—to increase produc¬ 
tivity and to control the labour process 
[Marx, 1867:321-23]. The technologit^ basis 
of ‘manufacture’ was still craft technology. 
Productivity was enhanced “by the improved 
‘dexterity’ promoted in each worker by the 
division of labour” [Weiss, 1976:108]. 

Marx outlined four main consequences of 
‘manufacture’ as a mode of organising the 
labour process: (1) the deskilling of labour; 
(2) “the development of a one-sided speciali¬ 
ty at the expense of the whole of (a person’s) 
working capacity” (Marx, 1867:331]; (3) a 
separation of workers into skilled and un¬ 
skilled; and (4) a tendency towards a fall in 
real wages of both skilled and unskilled 
labourers. 

The deskilling process continued with the 
next mode of organising the labour pro¬ 
cess—what Marx ctdled ‘modern industry’. 
In ‘manufacture’ even though a single 
worker is unable to carry'through the ehtire 
production process, all the workers in a 
workshop collectively still have the tradi¬ 
tional skills required in a single trade. With 
the transition from ‘manufaauie’ to ‘modern 
industry’, a large part of the technology 
came to be embodied in machinery and 
equipment. According to Marx, the heart of 
the labour process now becam e the mactune 
With the introduction of machinery, the 
decisive element, namely, the control of the 
relative motion between the tool-material 
pair goes out .of the human hand and to the 
machine. The skill of the craftsperson is no 
longer required. The deskilling ol the worker 
weakened his/her resistance to capitalist 
control of the labour process [Marx, 


1867:380-85]. Workers increasingly become 
“an appendage to the machine" [Marx, 1867: 
367]. Also, the intensity of the labour pro¬ 
cess tended to increase with the use of 
machinery since the.increased speed of the 
machine required greater activity and atten¬ 
tion on the part of the worker [Marx, 1867: 
385-93]. This theme has been vividly and 
most imaginatively depicted by Charlie 
Chaplin in his movie Modern Times [1936]. 
Real wages could be kept down with deskill¬ 
ing since the supply of suitable workers was 
widened and expensive apprentice schemes 
did not have to be supported. Another con¬ 
sequence of the segmentation of tasks, each 
requiring different skills, allowed employers 
to pay workers for only those skills which 
are-actually used in the labour process— 
the Babbage Principle [Babbage, 1835]. 

Bernard Elbaum, William Lazonic, Frank 
Wilkinson and Jonathan Zeitlin hold that 
for Marx, “worker resistance docs not con¬ 
strain the capitalist’s ability to transform the 
labour process: workers succeed in resisting 
the lengthening of the working day and the 
reduction of real wages but not the deskill¬ 
ing and homogenisation of the labour force*’ 
[1979:227] They criticise Marx for taking 
too simple a view, for “whatever the tech¬ 
nical structure of production, capitalists may 
require hierarchical division of labour as 
modes of management” [1979:228], Thus the 
mule spinners were not sidelined with the 
transition from the common mule to the self- 
acting mule but remained a strong occupa 
tional category and performed the super¬ 
visory function within the labour process 
[la/onick, 1979]. Similarly, craftsmen in the 
British printing industry between 1890 and 
1930 got into key positions in the new divi¬ 
sion of labour after technical change 
[Zeiticn, 1979]. The authors mentioned do 
not dispute Marx’s view of the deskilling 
tendency. What they seem to suggest is a 
complex process wherein capitalists” in¬ 
fluence the relationships among groups of 
workers by introducing hierarchies within the 
wot k force in order to strengthen the domi- 
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nation-subordination relationship between 
capital and labour. 

If Charlie Chaplin resurrected Marx’s 
theme of the dehumanisation of work, it 
can, in retrospect be said that he depicted 
in art what Braverman [1974] was to do in 
social science decades later. Braverman tries 
to show that capitalism, in its transition from 
the competitive to the monopoly phase, had 
not altered the trend or the tendency to 
deskilling. All that happened is a change in 
the methods of doing so. The problem for 
management, to ensure the transformation 
of worker’s capacity to work into actual 
work, which is the key to profitability, was 
resolved in the 20th century by the applica¬ 
tion of Frederick Thylor’s system of scien¬ 
tific management [Braverman, 1974). “The 
separation of hand and brain is the most 
dedsive single step in the division of labour 
taken by the capitalist mode of production. 
It is inherent in that mode of production 
from its beginnings, and it develops, under 
capitalist management, throughout the 
history of capitalism, but it is only during 
the past century that the scale of produc¬ 
tion. the resources made available to the 
modem corporation by the rapid accumula¬ 
tion of capital, and the conceptual apparatus 
and trained persormel have become available 
to institutionalise this separation in a 
systematic and formal fashion" (emphasis 
added) [Braverman, 1974:126]. The way in 
which this is done is as follows: (I) gather¬ 
ing together the know-how and mode of ex¬ 
ecution of each task and working out ihe 
best way to do it; (2) this complete know¬ 
how is made the exclusive preserve of 
management; and (3) management uses this 
exclusive monopoly over technology and the 
labour process to control the labour process 
and each specific step and the mode of its 
execution (Braverman, 1974:119]. The at¬ 
tempt is to dissociate the labour process 
from the knowledge and skills of the worker 
and make it dependent on the practices of 
management—the pnnciple of .separation of 
conception from execution [Braverman, 
1974:113]. Each specific detail to be perform¬ 
ed by each worker is communicated to 
her/him in the form of simplified instruc¬ 
tions. It IS his/her “duty to follow (these in- 
.structions) unthinkingly and without com¬ 
prehension of the underlying technical 
reasoning or dau” [Braverman, 1974:118], 
The shop floor thus loses its earlier prero¬ 
gative to design and plan work and, more¬ 
over, Its execution of work is monitored 
closely. 

Let us make a distinction between produc¬ 
tion technology (knowledge, skills, methods 
and procedures and the embodiment of the 
same in machinery) and the organisation of 
the labour process (orgamsing the set of rela¬ 
tions between workers and between labour 
and management in the process of produc¬ 
tion). Braverman distinguishes the two 
specifically as the “scientific-technical' 
revolution” and Ihylorism and seems to im- 
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ply that a particular technology can be 
adopted with different variants of organisa¬ 
tion of the labour process. This seems to sug¬ 
gest that modern technology may not require 
the routine, monotonous, hierarchical, and 
mindless work which the majority of in¬ 
dustrial workers are subjected to. Thus it 
may not be modern technology but the 
capitalist drive for profits and accumulation 
that is the root cause of labour process 
control and deskilling. Stephen Marglin 
[1974:62] makes the point that the “social 
function of hierarchical work organi.sation 
is not technical efficiency, but accumula¬ 
tion”. However, the way Marglin defines 
technological efficiency-output over input, 
with input of labour measured not by cost 
but by labour hours weighted for effort”— 
makes a change of techniques which replace 
skilled by unskilled labour, thereby reduc¬ 
ing cost per unit of output, fall outside his 
conceptual framework [Landes. 1986:594]. 
When cost efficiency is brought in, the func¬ 
tion of hierarchy and work fragmentation 
become evident. Also, the point should be 
made that in a highly status conscious socie¬ 
ty like that of India’s, with high levels of 
unemployment, mdustrial employment in 
the organised sector can be status-enhanc¬ 
ing, thus bringing about a trade-off with 
routine, monotonous, hierarchical and mind¬ 
less work. 

There are a number of counter-arguments, 
both Marxtst and non-Marxi.st, to the 
deskilling hypothesis. The non-Marxist 
arguments are (a) that of the human capital 
view (Becker, 1964] and (b) the re-skilling 
with automation view [Blauncr, 1964], The 
human capital view has its theoretical under¬ 
pinnings in Durkheim’s [1893] lhe.sis—that 
specialisation stimulates a diversity of skills 
and individuals have a wide choice of the 
skills they would like to acquire depending 
on their individual preferences. 1-ollowing 
Durkheim the human capital view would 
argue that specialisation requires specialist 
skills However, this view seems lo disregard 
the distinction between whai Marx called the 
detailed division of labour and the social 
division of labour. Their argument would be 
valid for the latter but not entirely with 
respect to the former. The more the detailed 
division of labour advances, the more res¬ 
tricted becomes the productive activity of 
each individual. The following story was told 
to a member of the US Federal Trade Com¬ 
mission by the superintendent of an auto¬ 
mobile factory in Geneva, Switzerland. 

There applied for work ai this factory one 
day a man who represented himself lo be a 
skilled erector of automobiles. The plant 
needed such a man, hired the applicant, and 
assigned to him the assembly of an auto¬ 
mobile. It soon became apparent that this 
employee did not even know where or how 
to commence the assembly The superinten¬ 
dent .said lo him, 

“We thought you were a skilled eredtor of 
automobiles” 


“I thought I vvas”, replied the new 
employee. 

“Where did you workt" 

“At the plant of Ford Motor Co” 

“What did you do?” 

“I screwed on nut No 58” 

[Federal Dade Commission, 1939:669n in 
David Gartman, 1979:203] 

The second view, that of Blauner [1964], 
claims that while Marx’s hypothesis is valid 
for the 19th century and early 20th century, 
with the advent of process production 
technologies, which are fairly automated, 
new skills associated with scientific and 
technical disciplines are necessarily to be ac¬ 
quired by workers. Also, work is now less 
alienating, Braverman’s work and related 
research [Zimbalist, 1979] however under¬ 
mines this claim both theoretically and 
empirically. 

There is now considerable work on the 
labour process in the Marxist paradigm that 
counters Braverman’s alleged ‘unilinear’ 
degradation of work hypothesis [Friedman, 
1977; Edwards, 1979; Burawoy, 1979 and 
1985]. Friedman’s work on the labour pro¬ 
cess in England stresses the importance of 
worker’s resistance in shaping managerial 
strategies. One strategy, that of direct con¬ 
trol, reduces the discretion that workers can 
exercise. It is usually applied in times of 
severe price competition <n product markets 
and in times of excess labour supply. This 
seemingly corresponds to Braverman’s 
hypothesis of a tendency to deskilling. 
However, in just the opposite economic en¬ 
vironmental conditions and when faced with 
strong worker resistance, management 
adopts what Friedman calls the responsible 
control strategy (1977:77 85]. This strategy 
is designed to ensure the consent of workers 
to the interests of capital by allowing them 
a limited degree of job control and a limited 
unity of conception and execution. 

Edwards [1979] has identified three 
historically successive forms of control— 
simple, technical and bureaucratic. The sim¬ 
ple form of control was in existence in the 
19th century under competitive capitalism 
and was characterised by management’s ar¬ 
bitrary and personalistic domination over 
the workforce. With the emergence of 
monopoly capital, after some failures, the 
first successful form of control that emerged 
was the technical mode, wherein control was 
incorporated into the technology itself, 
epitomised by the assembly line and the 
drive system. Worker’s resistance to this form 
of control finally gave way to the bureau¬ 
cratic form of control in which a set of rules 
are applied to define and evaluate work and 
apply sanctions when necessary. What Ed¬ 
wards posits is that in the changeover from 
simple to technical and then to bureaucratic 
control, the impact on skills is mixed, i e, 
some workers are re-skilled while others arc 
deskilled. However, Edwards admits that the 
majority of the tasks within the bureaucratic 
form of control are routinised, standardis- 
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ed, fragmented and defined quite explicitly 
by management [Edwards, 1979:136-39] 
which means that Braverman's hypothesis is 
perhaps valid even in the bureaucratic form. 

The direct measurement of skill poses pro¬ 
blems. We can however think of some or¬ 
dinal measure of skill as either substantive 
complexity or skill as autonomy-control 
[Spenner, 1988:131-84). The latter can 
perhaps be taken as a surrogate variable for 
skill. This is however not without complica¬ 
tions, for thoe are three elements of control— 
direction, evaluation and discipline. 

Burawoy [1979] has made an interesting 
comparison of the labour process in ihe 
piece-work machine shop of the engine divi¬ 
sion ol a Chicani' based l!S transnational 
corporation at two points in time, 1944 and 
1974. For the 1944 scenario he makes use of 
a study by an earlier Univensty of Chicago 
researcher, in 1944 this machine shop was 
part of the competitive capitalist sector. 
Control of the labour process was achieved 
through speed upi firing, wage cutting, close 
supervision, etc. In 1974, Burawoy was a 
participant-observer in the same machine 
shop, now part of the engine division of a 
TNC. He found a completely different lorm 
of organisation of the labour process charac¬ 
terised by: (I) a decent level of wages for 
meeting production quotas; (2) an “internal 
labour market” (priority in filling vacancies 
to ecisting employees); (3) an “internal .state'’ 
(institutionalisation of a system of collec¬ 
tive bargaining and grievance procedures 
that routined relations between the union 
and the management); (4) The worst features 
of the piece-rate system such as cutting 
wages for a slow pace of work and intensi¬ 
fying the labour process in order to minimise 
costs in a competitive system were now 
achieved largely through technological 
change and specialisation. The internal 
labour market generated competitive indi¬ 
vidualism for now workers were competing 
with each other for jobs while the internal 
state protected workers from arbitraiy 
authority and gave them some autonomy. 
Burawoy terms the 1944 and l974organisa 
tion’s of the labour process and factory 
regimes as despotic and hegemonic respec¬ 
tively. Unlike Braverman, who views separa 
tion of conception from execution as the key 
to capitalist coritrol ol the labour process, 
Burawoy considers the simultaneous secur¬ 
ing and obscuring of surplus value to be the 
essential characteristic of capitalist control 
[Burawoy, 1978]. Under competitive 
capitalism the despotic form of organising 
the labour process, while securing surplus 
value, does not sufficiently obscure it. This 
leads to militant class struggles. The condi¬ 
tions of monopoly capitalism has made it 
possible to contain these struggles by adop¬ 
ting the hegemonic form of organising the 
labour process whereby managements in¬ 
creasingly rely on the consent of workers 
rather than coercion to secure and obscure 
surplus value. Workers consent is 'manufac¬ 


tured’ to their own exploitation and the prac¬ 
tices that generate this are in the workplace 
itself [Burawoy, 1979]. The hegemonic form 
is superior because, while securing surplus 
value it also obscures it. 

If worker autonomy is an appropriate sur¬ 
rogate for worker skill, then, Burawoy’s 
thesis contradicts that of Braverman. The 
theoretical underpinning of Burawoy’s work 
is the Giamscian distinction between ‘domi¬ 
nation’ and ‘hegemony’ [Fbrgacs (ed), 1988]. 
Domination is a form of control based on 
coercion and manipulation, e g, .scientific 
management, whereas hegemony is control 
based on ideological consent and legitima¬ 
tion, I e, control is internalised by the 
workforce. Burawoy seems to suggest that 
if control is internalised and thereby the 
workforce consents to capitalist relations of 
production then deskilling is no longer a 
necessity for control, for too much deskilling 
would threaten the securing of the surplus 
since it would accentuate class struggles 
jBuiawoy, 1978:288]. 

li IS I'ot our intention to comprehensively 
survey the literature on the labour process 
lor that would mean reference to the work 
ol many more authors. There is a collection 
of Marxist literature that basically endorses 
Braverman’s thesis and further develops it 
[Katherine Stone, 1974; John and Barbara 
F.hrenreich, 1976; David Gordon, 1976; An¬ 
drew Zimbalist (ed), 1979] Let us however 
see what insights our brief review can give 
for the labour process in Indian industry 

II 

l.ii[M>ur Procens in Indian Indu8try 

A 1979 strike at the Bangalore unit of 
MIC'O, a subsidiary ol Bosch of West Ger¬ 
many, over questions of intensification ol 
production rather than the usual demands 
over wages, bonus and other allowances 
underlines the significance of studying the 
labour process in the Indian context (Subra- 
manian, 1980] 1 am told that in the context 
ol ‘modernisations’ in various industrial 
branches, class struggles are increasingly 
gravitating towards the shopfloor around 
issues related to intensirication of work and 
utilisation ol skills. The ‘new’ working class, 
which is culturally different from the origmal 
base of the trade union movement is ques¬ 
tioning managements’ prerogative to control 
the organisation and content of work. 

The Indian industrial economic system 
can be divided into three levels—mono¬ 
polistic’, ‘competitive’ and ‘marginalised’. 
The ‘monopolistic’ level includes the ‘large 
business houses’ (LBH) in the private cor¬ 
porate sector, the entire state owned in¬ 
dustrial firms and the companies of foreign 
capital. The LBHs are not similar to western 
‘monopoly’ firms in the sense of being able 
to retain or expand their market mainly 
through .superior eomomic effiaency. They 
generally retain their market power through 
controlling the supply of raw materials and 


intermediates, through their close links with 
the government machinery, restrictive busii 
ness practices that keep out small firms anc. 
easy access to cheap institutional finance 
[Chandra, 1988:253-303]. The competitive 
level comprises the small-scale sector and the 
rest of the private corporate sector. Th^ 
‘marginalised’ level comprises petty pro( 
ducers, petty sub-contractors, ett i 

The relationship between these three levrif 
of the system is quite complex. Muck 
theorising has taken place in the Latir: 
American context in the ‘neo-Marxist’ pers¬ 
pective [Kay, 1989:88-124]. We refer to the* 
contribution of Peruvian sociologist Anibal 
Quijano and Argentine political scientist and 
sociologist Joe Nun. Both these authors view 
marginality as reflected in a particular man¬ 
ner of integration and participation in the 
economic system [Kay, 1989:101 ]. Nun has 
formulated a new category—marginal mass’ 
composed of that part of the ‘relative 
surplus population’ which is afunctional or 
disfunctional for the monopoly level [Kay: 
103] It is afunctional because it will never 
be employed at the monopoly level and 
because it has no influence whatsoever on 
the level of wages of the labour force at the 
monopolistic level of the industrial economy 
[Kay:l03). It is dysfunctional because the 
monopoly level has to bear some of its 
welfare cost and costs of poverty alleviation 
measures as also the costs of policing it 
|Kay;l03, fn I5J. The ‘marginal mass’ 
however perform the function of a ‘reserve 
army’ with respect to the competitive level. 
So one can say that if there is ‘exploitation’ 
in the realm of exchange between the com¬ 
petitive and monopoly level, the ‘marginal 
mass’ IS actually functional for the monopo¬ 
ly level loo. Also the low wages of construc¬ 
tion workers employed by petty sub<ont- 
ractois lower capital costs at the mono¬ 
polistic level. And,.contract workers, who are 
a maiginal proletariat, perform jobs m rtnns 
of the monopolistic level which their workers 
will reject due to safety and health hazards. 

bach new generation of workers have to 
be “habituated” to the capitalist mode of 
production. Here capital and/or the state 
have to instil and reproduce in workers an 
acceptance of an industrial work ethic 
[Henderson and Cohen, 1979]. If the so- 
called stage theory of evolution of the Indian 
industrial worker (from a rural occupation 
to the marginalised level of urban indOstry 
and then to the competitive level and fur¬ 
ther to the monopolistic level) has any validi¬ 
ty, then the competitive level bears much of 
the costs of “habituj^ on” of the worker to 
the demands of industrial work. 

There are millions of jietty producers who 
manage to make a poor living by putting in 
long hours of unpmd work and use of family 
labour. In agriculture they are the subsistence 
peasantry while in industry they are crafts- 
persons among others. Maria Mies [1989] 
has documented the case of women of Nar- 
sapur in the handicraft industry who work 
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long hours and for pitiably low wages to pro¬ 
duce foi the export market. A study of the 
labour process in Indian industry cannot af¬ 
ford to bypass the marginalised level. 
However, in what follows we focus on the 
monopolistic and competitive level. Our 
hypothesis also draws upon a few years of 
experience a.s a participant-observer, albeit, 
not as a worker but as an engineer at both 
levels. 

In a post-Braverman analysis of the trans¬ 
formation of the labour process in US in¬ 
dustry during the period I860 to 1920, Dan 
Clawson [1980] stresses the point that the 
development of labour processes were fun¬ 
damentally shaped by class struggles, par¬ 
ticularly class struggles at the point of pro¬ 
duction. Earlier on we made a distinction 
between technology and the organisation of 
the labour process. Following Braverman we 
said that for a particular technology there 
can be more than one way of organising the 
labour process. Choice of technology and 
the organisation of the labour process is in¬ 
fluenced by class struggles. For instance. 
Noble has explained why numerically con¬ 
trolled (NC) machines tools were developed 
and innovated rather than a more cost- 
effective option (tracing techniques of record 
playback) because it gave management the 
ability to enhance its control over machine 
tool operators (Noble, 1977, 1984). In lernis 
of David (lordall's (19761 Iheoty of chok.- of 
technology under capitalism, there are 
basically two enteria (I) “cost mimimsation” 
and (2) ability to “control” workers. Gordan 
calls the former quantitative efficienry and 
the latter qualitative efficiency. The problem 
is to maximise qualitative efficiency subject 
to the constraint that the technologies are 
quantitatively efficient. This means that the 
“requirements of labour control push 
capitalists towards production processes 
which are less quantitatively efficient than 
other (technically) possible processes” 
[Gordon, 1976:24). Noble has illustrated this 
proposition in the instance of social choice 
in machine design with a specific case of 
automatically controlled machine tools. 

In the case of modern technologies in the 
third world such a choice is already made 
at the centre of the world capitalist system 
and the economies at the periphery of that 
system merely adopt tliem when they moder¬ 
nise already existing production or when 
they import substitute with a change in the 
international division of labour. However, 
given a particular technology, depending on 
the specific economic and political environ¬ 
ment, there is still a choice of the orgaiusa- 
tion of the labour process from a set of 
variants. Schmitz, writing from the ex¬ 
perience of Brazil, notes that “In the 
periphery the connection between the history 
of factory politics and technology rarely, if 
ever, ecists since technology is imported. 
Probably it means that technology rarely 
comes into play as a means of breaking ex¬ 
isting labour resistance, as a means of re¬ 


establishing management control in the 
workplace. The effect is more likely to be one 
of forestalling worker’s resistance” 
[1985;175-76|, However, he does not make a 
distinction between technology and the 
organisation of the labour process under the 
former. It is our contention that in Indian 
industry, while technology is not shaped by 
the class struggles of Indian workers at the 
point of production, the organisation of the 
labour process is definitely shaped by those 
struggles. However, capital does apply 
western technology to eliminate or reduce 
worker resistance. In the small iron foundry 
where I worked, workers in the hand mould¬ 
ing section, who were highly skilled, were the 
most militant. As far as it was techmcally 
and economically feasible, the moulding 
process was transferred by management to 
pneumatic moulding machines which could 
be operated by semi-skilled or unskilled 
labourers. During a stint in a fabrication 
shop, thi.s time at the monopolistic level, 1 
also witnessed a similar management stra¬ 
tegy, that of making increasing u.se of semi¬ 
automatic welding machines where technically 
feasible to reduce the power of skilled 
welders who were the most militant section 
of the workforce. 

It must be reiterated that Braverman did 
not make a static assertion that the modern 
worker is deskilled. His thesis on skill is. 
“There is a long-run tendency through frag¬ 
mentation. rationalisation, and mechanisa¬ 
tion for workers and their jobs to become 
deskilled, both in an absolute sense (they 
lose craft and traditional abilities) and in a 
relative one (scientific knowledge pro- 
giessivcly accumulates in the production 
process)” [Zimhalist, 1979:xvj. Thus 
“mechanisation and deskilling of work in 
one economic sector imply that new pro¬ 
cesses and techniques are evolving in another 
(backwardly linked sector). These new pro¬ 
cesses and techniques bring with them the 
demand for workers with new or initially 
scarce skills. It is not until a later stage of 
their development that these new processes 
and techniques become themselves subjected 
to rationaIi.sat ion, job fragmentation and 
mechanisation” )Zimbalist:xvi]. 

Dike, for example, the transition from the 
conventional machine tool to the self-regu¬ 
lating machine tool. The conventional 
machine tool replaced the craftsperson 
whose skill produced the relative motion bet¬ 
ween the tool and his/her hand. But the 
design and manufacture of the conventional 
machine tool gave rise to new skills. These 
design and manufacturing techniques and 
processes however became the subject of 
rationalisation and job fragmentation at a 
later date. Similarly, the application of the 
self-regulating machine tool replaces the 
worker who use to supervise, check and cor¬ 
rect the functioning of the conventional 
machine tool. However, the design and 
manufacture of self-regulating machine tools 
involving micro-clectronics technology 


creates new skills in the economy. Unfor¬ 
tunately this process seldom, if ever, takes 
place in the same way in India as also Brazil 
[Schmitz, 1985:172). As our example shows, 
the compensatory skill creation takes place 
in the capital goods sector if the new tech¬ 
nology is innovated locally. But this is not 
the case since most sophisticated capital 
good- producers in India are affiliates of 
western TNCs or have licensing arrange¬ 
ments with them. This means that, in terms 
of Braverman's categories, the core compo¬ 
nent of ‘conception’ is done at-the parent 
corporation’s establishment at the ‘centre’ 
and ‘execution’ is at the ‘periphery’. Also, 
technology is leased to the third world only 
after it reaches its ‘mature’ form i e, when 
It has already been subjected to rationalisa¬ 
tion, job fragmentation and mechanisation. 
Adoption of technology in its ‘immature’ 
form involves interdependence and feedback 
between Schumpeter’s three stages of tech¬ 
nical change, namely, invention, innovation 
and diffusion, which is absent in the adop¬ 
tion of technology in its ‘mature’ form 

The composition of workforces at typical 
indu.strial plants is comprised of (a) mana¬ 
gers, engineers, technicians, loremen, etc, 
(b) skilled workers, and (c) semi-skilled and 
unskilled workers. In large firms, category 
(a) is a highly differentiated management 
pyramid [Sloan, 1972.42-57] who.se base sits 
on the head of the basic shop floor organisa¬ 
tion of workers. Category (a) is also neces¬ 
sary and essential to the productive process. 
It IS the engineers, designers and planners 
who monopolise the technical knowledge of 
production. Their.work is shaped by the ex¬ 
igencies of profit maximisation and mana¬ 
gerial control of ‘he labour process. They 
are a mobile intermediate group between top 
management and workers and are invariably 
on the side of management and capital. 

As we have already alluded to, Indian 
engineers, designers and planners often do 
not have complete access to conception of 
the labour process. Further, because of this 
and also because of the fact that most of 
them have an aversion to working on the 
shop floor they lack practical knowledge and 
hence find it difficult to institutionalise the 
separation of conception and execution in 
a formal and systematic fashion. Adam 
Smith claimed that persons who have detail¬ 
ed acquaintance with a funaion will general¬ 
ly be better at spotting opportunities for 
technological improvement therein; the divi¬ 
sion of labour promotes such expertisa It 
follows that the worker who specialises in 
a minute job is often more sensitive to the 
ways in which that task can be more effi¬ 
ciently done [Weiss, 1976). 1 have found that, 
in general, workers in Indian industry have 
a better grasp of the possible ways of increas¬ 
ing efficiency than industrial engineers. 

Having used Braverman’s lenses let us now 
examine the relevance to India of some of 
the other theories of the labour process. Is 
Burawoy’s “market despotism” of compe- 
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titive CB( iutiism a useful category? Market 
despotist 1 refers to the despotic regulation 
of the latour process made possible by the 
economic whip of the market [Burawoy, 
1983:588'. The historically specific condi¬ 
tions necessary for “market despotism” are: 
(I) Workers have no other means of liveli- 
hocxi than through the sale of their labour 
power for a wage. (2) The labour prcxxss is 
subject to fragmentation and mechanisation 
so that skill and specialised knowledge can 
no longer be the basis of power.... (3) Im¬ 
pelled by competition, capitalists continually 
transform production through the extension 
of the working day. intensification of work 
and the introduction of new machinery” 
(Burawoy, 588]. Firstly, India has never been 
through a period of competitive capitalism. 
Secondly, many workers are owners of land 
in their villages. Of course, few Indian 
workers own land at the time of entry into 
the industrial system. Many of these workers 
acquire land over the years with their ac¬ 
cumulated savings. This is probably a 
pecularity of the Indian working class. 
However, a ‘new* section of the Indian work¬ 
ing class which is no part of the traditional 
base of the trade nmon movement docs not 
aspire to own land but rather to well being 
in the urbam aueas. Thirdly, in small industry 
where entrepreneurs have limited managenal 
capabilities and/or cannot afford to hire 
managers, a few male workers maintain con¬ 
siderable control on the shopfloor. The en¬ 
trepreneur is constrained to concede to these 
workers a central status [Friedman, 
1977:265-661]. These most powerful workers 
are treated differently from the test on the 
bauis of their specialised knowledge, rela¬ 
tions to authority or power of resistance 
(Friedman.114) 

The direct control [Fnedman, 1977:77-85] 
strategy with central status to some workers 
may somewhat correspond to the managerial 
strategies in Indian small firms since such 
Firms usually face severe product market 
price competition and there is a perennial 
excess labour supply, workers at the ‘mar¬ 
ginalised’ level being a potential ‘reserve 
army’ for this sector. Also, workers in these 
small firms are usually non-unionised so 
there is weak organised worker resistance 
But, of course, unionism is not the only form 
of worker resistance 

In some cases, there seems to be a pater¬ 
nalistic relationship between the small en¬ 
trepreneur and worker, which is rooted in the 
dependence of the latter on a specific 
employer. In the small foundry where I was 
working the relationship was a curious 
amalgam, alternating between ‘neo-feudal’ 
paternalism and more arbitrary and per- 
sonalistic factory regimes |for concepts, see, 
Burawoy, 1985]. 

Is Burawoy’s characterisation of the hege¬ 
monic factory regime useful in understanding 
the labour process or the ’politics of produc¬ 
tion’ at the monopolistic level of Indian in¬ 
dustry? Firstly, the external economic en¬ 


vironmental conditions for the adoption of 
such factory regimes largely do not obtain. 
For instance social insurance in US legisla¬ 
tion guarantees the reproduction of labour 
power irrespective of participation in pro¬ 
duction. Also, the implementation of com¬ 
pulsory trade union recognition, the effec¬ 
tive working of the grievance machinery and 
the collective bargaining process in the US 
protects workers from managerial domina¬ 
tion in a way that the Indian state does not 
provide for. As Burawoy puts it: “The state 
circumscribes the terrain of class struggle 
within industry by shaping the institutions 
that regulate that struggle, the political ap¬ 
paratuses of production” [1985^10], The In¬ 
dian sute has largely not exercised its 
autonomy becoming even more closely allied 
to capital. But for Burawoy who has studied 
the ‘politics of production’ in the Zambian 
copper industry, it is not the labour process 
which IS di.stinctive in an underdeveloped 
economy but the particular mechanisms 
through which production relations are 
regulated—the political apparatuses which 
reproduce those relations of the labour pro¬ 
cess through the regulation of struggles 
[Burawoy, 1985, Chapter 5]. Coming back 
to the question, I can say from my ex¬ 
perience that hegemonic institutions are very 
rudimentary or undeveloped at the 
monopolistic level of Indian industry. They 
however seem to be relatively more developed 
in the Indian affiliates of TNCs [Banaji and 
Hensman, 1990:178-79]. 

It seems that firms at the ‘monopolistic’ 
level of Indian industry are able to pass on 
wage increases to consumers. In return for 
real wage increases unions in firms at the 
monopolistic level of industry do not 
generally fight productivity increases. Then 
there are the subcontracting relationships 
between firms at the ‘monopolistic’ and 
competitive levels. The major advantages to 
the ‘monopolistic’ firm of maintaining these 
relations with small firms appears to be the 
low wages which the small firms pay their 
workers and the flexibility they (the mono¬ 
polistic firms) acquire. This drives the small- 
scale entrepreneurs to maintain 19th and early 
20th century enclaves in the latter part of 
the 20th century—lengthening the working 
day, ‘bloody’ Tkylorisation, etc. These 
methods arc not confined only to the Free 
TFade Zones in the periphery as Frobel et al 
[1980] or Lipietz [1982] seem to convey. 

In this context, for firms at the mono¬ 
polistic level, there are quite a few option$:(l) 
investment in modernisation (rationalisa¬ 
tion), namely, installation of more efficient 
machinery and reduction in the size and 
skills of the labour force at their existing 
plants; (2) relocation or expansion at loca¬ 
tions within the country—national reorgani¬ 
sation of production; (3) sub-contract 
and/or take over small firms; and (4) a com¬ 
bination (I), (2) and/or (3). In practice this 
means that a firm like Hindustan Lever can 
take over a small firm and/or locate in 


‘backward’ Aurangabad in Maharashtia 
rather than expand its ‘progteisivc’ Sewri 
(Bombay) or Garden Reach (Calcutta) 
plants. Also, in order to diffuse growing 
militancy amongst the Bangalore workforce, 
the management of MICO shifts a section 
of the factory there to ‘backward’ Nasik in 
Maharashtra. 

Finally, the challenge of organising Indian 
industrial workers, where in one factory one 
finds divisions on the basis of skill, nationa¬ 
lity, caste, religion and gender within the 
workforce. Also, further compleiity results 
from the fact that dalit workers are usually 
found in unskilled and petty sub-contract 
labour-based occupations and caste—Hindu 
workers in skilled occupations. The anta¬ 
gonism between craftsmen and the less skill¬ 
ed workmen is said to have contributed 
greatly to the employers’ triumphs in major 
confrontations over technical change in the 
US steel industry and the UK steel industry 
in the late 19th century. [Elabaum and 
Wilkinson, 1979 27.S-303| ll must also be 
stated that industrial workers are generally 
under the hegemony of .some of the most 
reactionary ideologies I have come to hold 
this view based on my close association at 
work on the shopfloor for a few years with 
workers at both the ’competitive’ and 
‘monopolistic’ levels of Indian industry. This 
is of course contrary to the views of some 
Marxists who ascribe mythical socialist 
values to them. 

Historical and contemporary accounts of 
the hidden abode of produaion or the ‘heart 
of darkness' in Indian industry are yet to be 
written. Our impressionistic observations 
need the underpinning of empirical research. 

AFTFRWORU 

Much walei has flowed down the world's 
major rivers in the last two-and-half years 
since this essay wa.s penned. In the former 
Soviet Union and eastern Europe, the earlier 
exploitative rule of bureaucratic strata has 
been undermined and these societies have 
now embarked on what is a painful transition 
to capitalism. 1 am not quite qualified to 
analyse, for I am not well-informed about 
these societies. However, from my limited 
reading, I tentatively find myself much in 
agreement with Paul Sweezy' [Post- 
RevoluUonary Society, Monthly Review 
Press. 1981 and ’TVvo Interviews With Paul 
Sweezy’, Monthly Review, December, 1991 ]. 
For the purpose of this essay, which is con¬ 
cerned about workers’ control and demo¬ 
cratic functioning at the workplace (the 
socialist project in the workplace), a few 
words will be in order. 

In Yugoslavia, during the 1960s a market 
oriented version of workers’ control of the 
factories was experimented with from which 
emerged a so-called model of worker 
management in the 1970s. Did this model 
of worker management of Yugoslavia make 
any significant progress towards reducing 
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worker alienation? The 1968 Hungarian 
‘new economic mechanism’ brought in the 
operation of regulated markets in a signifi¬ 
cant way on realising that it was quite im¬ 
possible to centrally plan the whole 
economy. Market socialism? A book writ¬ 
ten by a machine operator. Miklos Haraszti 
[A Worker in a Worker's State, 1977 
Penguin, London], is a clear testimony to the 
degradation of work with a piece-rate system 
in a so-called workers’ state. 

What about the socialist project in the 
workplace in a centrally planned economy 
like the former Soviet Union, say in the 
1970s? Here, workers had the legal right to 
a )Ob and enterprises continued to operate 
even where they had failed. At the ideo¬ 
logical level at least, socialism wa.s given lip- 
service by the ruling bureaucratic stratum. 
This gave the workers some c/e facto Way 
out/escape route from the rigours of the 
typical capitalist factory. The workers could 
shirk work. They could leave the factory 
early (before closing time); of course, some 
of (hem did this to get a front place in the 
queues for buying essentials. High rates of 
absenteeism were tolerated by management. 
And, most important, there were few, if any, 
intensifications of labour processes; indeed, 
workers could reduce the intensity of work. 
But, all the important economic and poli¬ 
tical decisions weie made by the ruling 
bureaucratic stratum which also had a com¬ 
fortable life, derived from the appropriated 
surplus. 

In China, Mao Zedong had a few wonder¬ 
ful ideas about how the socialist project in 
the workplace can be advanced. He was 
deeply concerned about bureaucratism and 
elitism generally prevalent in hierarchically 
structured organisations He believed that 
the creation of a co-operative environment 
would give the workers a sense of belonging 
and release their creativity Mao’s view of 
socialist enterprise was one in which (a) 
workers had a powerful voice in decision 
making; (b) managers and technicians were 
non-bureaucratic and non-elitist and they 
participated in manual labour; (c) only time 
rates prevailed (i e, no piece rates); (d) in¬ 
come differentials were kept within strict 
limits; and, (e) the proportion of income 
given ‘according to need’ rose over time 
[Peter Nolan. ‘Mao Zedong (1893-1976)’ in 
/Vew Palgrave Dictionary of Economics, 
1987, Macmillan. London). However, in 
practice Mao’s ideas of socialist enterprise 
were applied rather crudely and repressive- 
ly, in state enterprises lacking autonomy and 
where real incomes grew very slowly, which 
caused serious motivational problems 
[Nolan]. 

The above sketchy and by no means 
authoritative comment should nevertheless 
underline the neglect of and disregard for 
or failure to advance the socialist project in 
the workplace in the so-called workers’ 
states. 

Three other issues that we did not cover 


in our essay and which have now become 
more important are worker co-operatives in 
a capitalist system, Braverman’s thesis m the 
light of the micro-electronics revolution and 
Japanese shop floor work practices, which 
arc presently beyond our competence to deal 
with adequately. We do not claim familiarity 
with the vast literature on worker co¬ 
operatives which goes back to Robert Owen 
in the 1820s, indeed, to Quaker John Sellers 
in the late 17th century. More recently, the 
Mondragon experience has been focused 
upon [K Bradley and A Oelb, Co-operation 
At Work: The Mondragon Experience, 1983, 
Heinemann, London], and in India the 
experience of Kamani Dibcs’ worker co¬ 
operative is also being documented. Worker 
co-operatives substitute worker’s control for 
capitalist control over the production pro¬ 
cess within the factory system. However, here 
the workers are restrained and regulated by 
the rules of the product, labour and capital- 
markets which may give rise to a tendency 
to replicate capitalist labour processes 
because of subjection to the despotism of 
these capitalist markets. 

Regarding the micro-electronics revolution 
and the validity of Braverman’s thesis in the 
light of this, 1 have not yet made a serious 
study of the literature. But as a researcher 
on the steel industry one has read about the 
adoption of say, artindal intelligence (AI) 
expert systems which were first adopted at 
Blast Furnace No S of Nippon Kokan’s 
Fukuyama works in Japan. These AI expert 
systems incorporate advanced measurement 
and control technologies by the use of 
vanous sensors, computers and the latest 
operating technologies. This replaces such 
work as abnormality checking inside the 
blast furnace, which hitherto relied on the 
experience of skilled workers. 

Japanese shopfloor work practices to im¬ 
prove productivity and efficiency are being 
adopted even by non-Japanese manufac¬ 
turers. Examples of this are at Rover, the car 
manufacturing subsidiary of British Aero¬ 
space and at the Luton plant of Vauxhall, 
the General Motors subsidiary [Financial 
Times, April 14, 1992). One of the more 
substantive measures is that of removing all 
or most of the demarcations between jobs, 
a nascent version of which 1 observed on the 
shopfloor of Sona Steering (a .lapanese col¬ 
laboration enterprise) at Gurgaon in India 
which is a supplier mainly to the Maruti- 
Suzuki joint venture car manufacturer 

Clearly, there are quite a few challenges 
for researchers interested in contemporary 
labour processes. 

(1 am grateful to Arup Mallik who first in- 
troducec me to the study of Classical Political 
Economj' in 1981-82 I thank Anjan Ghosh and 
Ramachandra Guha for critical comments on 
an earlie" draft and Debashish Bhattacherjec 
for providing me access to some cf the western 
literature a.s well as the useful discussions 1 had 
with him. I alone am responsible for all the er¬ 
rors and omissions that remain.) 
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Lopsided Growth 

Political Economy of litdlan Development 
by Pradhan H Prasad 

This collection of essays in political economy unravels the forces which have acted as 
a dras on Indian development Tlie Achilles' heel ot Indian development plans the author 
ar3ues, has been their preoccupation with investment plannms to the neslect of institu¬ 
tional transformation Within ttus broad framework ttie author discusses a wide ranse of 
subjects including macro-economic plan models, choice of techniques, the persistence 
of outmoded production relations in agriculture, growing political assertion by the middle 
pleasantry, roots of agrarian violence and uneven regional growth 
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The Retarded Economies 

Foreign Domination and Class Relations in India 
and Other Emerging Nations 
by Nirmal Kumar Chandra 

Why IS It that while the foimer colonies and semi-colonies have enieigcd as a major foice 
in world politics over the last four decades, hieir economies m most cases remain retardeef' 
The first part of this volume focuses on Itic exchanges beiwcen the fxx)i and the rich 
nations Did western aid, private c.apital and tcchr.olog-y really neip India, or was it the 
other way round'^ Granting that both sides made some gams, did the U55R derive undue 
advantage through its bilateral trade and aid transactions with the thud world- C an the 
theory of unequal exchange explain the growing exononne hiatus between the nortti and 
the souths The second part of the book is concerned witti the domestic scenario in India 
The author tries to relate the overall stagnation in material prodoCTion per capita to the 
balance of class forces that emerged after indepe.ndence as a result of a strategy of in 
dustrialisation based on impcrit suDstitunon Long term trends in aggiegatr and sectoral 
outputs, the terms of trade between industry and agriculture real wagt-^ and unemploy 
ment rates, savings and 'nvestment, private monopoly capital, etc, are an-iiy',ed in this 
context Further, the existing laws and regulations on private sector morioiv-jiies are also 
examined fiom the same jierspective The final estxry is a critique of the recent tilt, inspired 
by the IMf and the World Bank towards liberalism in India s i.-conomic [Wilii les 
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Centre-State Budgetary Transfers 

Edited b'y I S Gulati 

Ihe papers brought together m this volume examine the federal financial relationship in 
India as reflected m transactions through the budgets of the Union and State governments 
Under the Constitution the finance Commission, appointed by the President every five 
years, is expected to recommend adjustments in inter federal transfer of budgetary funds 
to meet the changing reciuirements esf the system In fact the transfer of resources from 
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Determinants of Bai:;gainmg Structure in India 

An Exploratory Exercise 

Debashish Bhattacheijee 

Though the literature on urban labour markets in developing countries consists of several studies that have 
examined the effects of unionism and other structural factors on negotiated wage and non-wage outcomes, in 
none of these studies does bargaining structure explicitly enter into the arguments. This paper estimates the deter¬ 
minants of bargaining structure in India using irformation obtained from 140 individual collective bargaining 
agreements from both manufacturing and non-manufacturing sectors. 


I 

Introduction 

BARGAINING structure, traditionally 
deFined to mean the size and scope of the 
units engaged in collective bargaining 
[Weber, 1967), has received considerable at¬ 
tention both in the American and British in¬ 
dustrial relations literature in recent years. 
Quantitative research has not only examined 
the varying effects of different structures on 
relative earnings and union wage levels 
[Thompson el al, 1977; Hendricks, 1975; 
Kochan and Block, 1977], but has also em¬ 
pirically identified various determinants of 
bargaining structure (Deaton and Beau¬ 
mont, 1980; Hendricks and Kahn, 1982). 

Theoretically, economic approaches to the 
determinants of bargaining structure hypo¬ 
thesise that the latter emerges ultimately as 
a result of choices expressed by unions and 
management through ‘demand functions' 
for various types of structure These choices 
(or trade-offs) are made on the basis of cer¬ 
tain environmental factors (such as labour 
and product market characteristics). 1 he 
ability of one party to enforce its choice 
depends on its relative bargaining power 
(Hendricks and Kahn, I982] In econometric 
terms, these bargaining structure models 
typically include an array of labour and pro¬ 
duct market variables (such as industry con¬ 
centration ratios, the geographic spread of 
the product market, industry unionisation, 
etc) and using data from individual collec¬ 
tive bargaining agreements estimate the 
determinants of this structure employing 
either multivariate Unear or nomlinear pro¬ 
bit estimation procedures (Deaton and Beau¬ 
mont, I980; Hendricks and Kahn, I982] 

The literature on urban labour markets in 
developing countries consists of several 
studies that have examined the effects of 
unionism and other structural factors on 
negotiated wage and non-wage outcomes 
using data from either industry averages or 
from actual negotiated settlements at the 
plant/enterprisc level [see for example. 
House and Rempel, I976; Henley and House, 
1978; Roxborough, 1984; Bhattacherjee, 
1987). However, in none of these studies does 
bargaining structure explicitly enter into the 
arguments, as the latter in the unionised sec¬ 
tor is implicitly assumed to be exogenously 
determined. Given the overwhelming focus 
on the state-organised labour nexus in early 
writings on third world trade unionism,' it 


is not surprising that this exogeneity assump¬ 
tion frequently assumed centralised bargain¬ 
ing structures as the dominant form of col¬ 
lective negotiations. 

This paper estimates the determinants of 
bargaining structure in India using informa¬ 
tion obtained from 140 individual collective 
bargaining agreements from both manufac¬ 
turing and non-manufacturing sectors. Both 
linear probability (i e, OLS) and probit 
estimates are provided. 

II 

Conceptual Framework 

The major findings from the American 
and Bntish literature were the following: (a) 
labour intensity of production was associ¬ 
ated with more centralised structures, (b) 
small plant size, low product market disper¬ 
sion, and low industrial concentration were 
all associated with multi-employer units, and 
(c) labour rivalry was associated decentralis¬ 
ed structures [Deaton and Beaumont, 1980; 
Hendricks and Kahn, 1982). These results 
reflect the structural model in which unions 
and management have specified ‘choice 
functions' for various types of bargaining 
structure,^ where the latter “is viewed as a 
bargaining outcome that itself has effects on 
or can be traded off against other bargain¬ 
ing outcomes” [Hendricks and Ksdin, 1982: 
183), For example, less centralised structures 
provide managimient with more autonomy 
in terms of being able to formulate indepen¬ 
dent strategies. Similarly, decentralised struc¬ 
tures also provide unions with more local 
autonomy compared to centralised bargain¬ 
ing, all else equal. In this autonomy argu¬ 
ment, union’s as well as management’s 
preferences may be aligned. On the other 
hand, “unions in more powerful bargaining 
positions (those for example, in more highly 
unionised industries) will be better able to 
enforce their desires for bargaining structure 
or charge higher “prices” (concessions) to 
employers who desire other structures” 
(Hendricks and Kahn, 1982: 184). 

In the context of umon-management rela¬ 
tions in developing country urban labour 
markets, the state’s preference for the struc¬ 
ture of collective negotiations have to be in¬ 
corporated into any model attempting to 
determine bargaining structure. Given the 
dominating position of the public sector in 
generating and sustaining total manufactur¬ 
ing and non-manufacturing employment in 


economies such as India, the state exerts its' 
preference for centralised bargaining struc¬ 
tures either through flat (the exogeneity 
assumption) and/or by favouring its own 
unions [Morris, 1955; Verma, 1976], Thus, 
one might etpect a greater degree of bargain¬ 
ing centralisation in the public versus the 
private sector. Similarly, to the extent the 
state purports to represent all segments of 
the workforce and not just those permanent¬ 
ly employed, one might predict that where 
a contract covers non-permanent workers, 
the state prefers a centralised bargaining 
structure. 

The above arguments assume that centra¬ 
lised bargaining structures offer the slate 
more control over both the labour momnent 
as well as over wage policy in general. It is 
this assumption that partly led Morris (1955; 
1965] to suggest that in India, unlike 
developments in industrialised countries, the 
state takes over the ’wage-welfare' function. 
Specifically through collective bargaining 
with the help of favoured unions, the state 
legislates centralised bargaining in those 
sectors with higher strike propensities. 

The literature on Indian industrial rela¬ 
tions during the 1960s and 1970s was domi¬ 
nated by these state intervention models [see 
for example, Punekar, 1966; Jackson, 1972]. 
There was little if no freedom for manage¬ 
ment and union choices regarding the struc¬ 
ture of collective negotiations to be expressed 
during bargaining. In enterprises and in¬ 
dustries where decentralised bargaining was 
in effect, the labour-relations model was 
often viewed as a variant of paternalism. 

However, from the mid-1970s to the pre¬ 
sent considerable change has taken place: 
first, a rapid proliferation of bilaterally 
negotiated agreements as op(>osed to the 
earlier pattern of disputes being settled 
through governmental intervention (Ghosh, 
1983], and second, the growth of plant-level 
and multi-plant company-wide bargaining 
structures [Verma, 1976]. The changed 
scenario allowed for considerable flexibility; 
In practice, unions and employers play a 
complicated game, each making tactical g>rit- 
ches between le^ procedures, the sts||r con¬ 
ciliation machinery and informal/bftacts 
with officials, influence with slate .^‘•cinns, 
and direct industrial action [llc®**''om, 
1984; 167]. 

It IS only in recent years th.'" ®*^***"ing 
structure in the Indian ind; ‘ *; ***f*ions 
system has received som' ” ** *he 
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iteratuie [BhatUcherjee, 1S>89: Baiuyi and 
iensman, 1990). In addition, given the crisis 
>ver the determination of bargaining struc- 
uie in the Calcutta jute industry during the 
nirrent phase of liberalisation, an empirical 
siainination of the forces that affect this 
leteimination is in order. 

The forces behind these changes in the 
ndian industrial relations structure have 
recn attributed partly to pressures from the 
ank and file of the labour movement, and 
nrtly to management perceptions and 
.trategies [Ramaswamy, 1988]. In an impor- 
ant comparative study of union-manage- 
nent relations in four Indian metros (Bom- 
ray, Calcutta, Madras and Bangalore), 
ftamaswamy [1988] in effect points to 
ligniricant inter-regional variations in 
abour-management relations. Western 
India,’ endowed with new, modern plants, 
nthibits the characteristics of 'mature’ in- 
Iiutrial relations insofar as both unions and 
nanagement prefer to solve their differences 
rilaterally. On the other hand, eastern India 
aihibits the intervention model whereby 
jnion fortunes ate tied to the existing power 
dructuie in the state and employers too 
prefer government intervention 
Ramaswamy, 1988). The labour- 
nanagement regimes in south and north 
India lie somewhere in between the above 
:wo extremes. In sum. in the Indian context, 
egional location to a considerable extent 
proxies for union and employer preferences 
owards different types of bargaining 
elationships. 

Ill 

The Data 

The data consists of 140 individual col¬ 
lective bargaining agreements'* that were 
negotiated in both manufacturing and non- 
manufacturing sectors between 1977 and 
1981. The agreements were carried out at 
either; (a) the enterprise/plant level, or (b) 
industry-cum-region level, or (c) national- 
industry level. The average duration of a 
typical contract in this sample is three years. 
The sample covers a wide range of industries 
and services from coal mines to petro¬ 
chemicals, and from banking to airlines. 
Ihble 1 presents the contracts classified ac¬ 
cording to sectors. 

The data was obtained from a large sam¬ 
ple of 252 collective agreements earlier 
studied by Ghosh (1983). The sub-set of 140 
agreements were selected from the larger 
sample according to the following criteria; 
only substantive agreements whose duration 
was greater than one year were selected. This 
is because the rest of the agreements were 
over non-substantive issues, such as over 
holiCiiys for specific ethnic groups. The 140 
contnius select'd were those which contain- 
ed neemhry information relating to substan¬ 
tive batglying outcomes (i e, working con¬ 
ditions, heih^and safety, automation, etc.) 
that were to force for a penod greater 
than one year, i^^dition, a few agreements 
had to be exclucl<^|j^,£ jj, missing informa¬ 
tion on reqmred xhus, a certain 


quantum of selection bias enters into this 
exploratory exercise. 

Although Ghosh (1983) did look at dif¬ 
ferences in the level of bargaining, his stated 
intention was to examine differences in col¬ 
lective bargaining practices between the 
public and the private sector. Consequently, 
no systematic attempt was made to analyse 
the underlying determinants of bargaining 
structure. 

IV 

Empirical Procedures 

Binary choice models are used to estimate 
the probability of a particular type of 
bargaining structure for an industry or enter¬ 
prise. While the UK study used linear techni¬ 
ques [Deaton and Beaumoni, 1980], the US 
study used non-linear probii techniques 
[Hendricks and Kahn, 1982]. The probii 
model,’ based on the cumulative normal 
distribution function, is conceptually 
superior to linear probability models as it 
constrains the predicted values to the unit 
interval in the estimation procedure itself 
[Gunderson, 1980]. However, when dealing 
with averages or “if one is interested in 
testing hypotheses concerning the expected 
sign and appropriate magnitude of the rela¬ 
tion” regression estimates of the linear pro¬ 
bability function seem adequate [Gunderson, 
1980- 218|. This paper presents both OLS 
and probtt estimates using information ob¬ 
tained from contract data.*' 

The Model 

The earlier bargaining structure 
arguments are summarised in the following 
linear probability and probit function: 
P(BARGSTRUC) = a + bREGI + cREG2 
+ dREG3 -i- eOWNSHP + fSECTORl 
+ gSECTOR2 + hSECTOR3 
+ iSECTOR4 + jCOVERAOE 
+ kSTRIKE + e 

where, 

P(BARGCTRUC) 1 If agreement at the 
plant/en terpri.se level, 

= 0 otherwise (i e, indusiry-cum 
region or national-industry level); 
REGI = I if agreement's jurisdiction applies 
to the western region and/or agreement 
signed in this region, 

= 0, otherwise, 

REG2 = 1 if (as above) in the eastern region, 
-- 0 otherwise; 

REG3 - I if in the southern region, 

= 0 otherwise; 

OWNSHP = I if private sector, 

- ' 0 if public sector organi.sation; 
SECTORI = I if organisation is in the ‘min¬ 
ing and plantation' category 
= 0 otherwise, 

SECTORI -- I if organisation is in the 
‘manufacturing’ category, 

= 0 otherwise; 

SECIGRB = I if organisation is in the ‘finan¬ 
cial and services’ category, 

= ■ 0 otherwise; 

SECTOR4 = 1 if organisation is in the 
‘transport’ category, 

= 0 otherwise; 

COVERAGE = 1 if agreement applies only to 


‘permanent’ workers. 

= 0 otherwise (i e, it applies to tem¬ 
porary, or to certain segments of the 
workforce other than permanent); 
STRIKE = 1 if strike preceded the agreement, 
= 0 if not. 

The excluded (or reference) region is the 
north and the excluded sector is the ‘power 
and oil’ category. Finally, e is the error term 
which is assumed to be normally distributed. 

The probit analogue to the above is given 
by: PfBARGSTRUC = 1) = F(B*X) where 
F(-) is the cumulative distribution function 
for a standard normal random Variable, B 
is the column vector of coefficients to be 
estimated (i e, a, b,... k), and X is the col¬ 
umn vertor of explanatory variables (i e, 
REGI to STRIKE). 

The models above represent reduced-form 
equations estimating an unconditional pro¬ 
bability. Due to data limitations, a structural 
model cannot be estimated.’ Dible 2 
presents the mean and standard deviations 
of the data set. We note that the mean of 
the dependent variable (BARGSTRUC) is 
not significantly different from one-half; 
consequently, the linear and probit estimates 
will not be very different [Gunderson, 1980). 

The explanatory variables have been 
chosen so as to reflect both the ‘state- 
intervention’ model as well as union- 
management preferences subject to sectoral 
(or industry) controls. Consider first the 
‘state-intervention’ variables. OWNSHP. 
COVERAGE, and .STRIKE, lb the extent 
the state exerts its preference for centralised 
bargaining 'hrough its control over the 
public sector, one may predict that, ceteris 
paribus, the probability of centralised 
bargaining is higher in the public vis-a-vis 
the private sector. Thus, the coefficient of 
OWNSHP IS expected to be positive. We ex¬ 
pect the coefficients of COVERAGE and 
STRIKE to be positive The assumption here 
is that the probability that a contract is cen¬ 
tralised increases to the extent it covers non¬ 
permanent workers and more strike-prone 
the unit. 

TaBI r 1- Cl A.'iSIHCAriON or AORtt-MF-NTS BY 
SF-CTOR 


(1) Mining and plantation 

27 

(2) Manufacturing 

77 

(3) Financial and services 

16 

(4) Thinspori 

10 

(5) Power and oil 

10 

Total 

140 


Soufre: Ghosh [1983]. 


Table 2; Mean and Standard Deviation of 
Variabi.es 


(Dependent Variable 

- BARGSTRUC = .5429) 

independent 

Mean 

Standard 

Variables 


Deviation 

REGI 

.2429 

.4303 

REG2 

.2786 

.4499 

REG3 

.3500 

.4787 

OWNSHP 

.5357 

.5005 

SECTORI 

.1929 

.3960 

SECIOR2 

.5500 

.4993 

SECTORS 

.1143 

.3193 

SECTOR4 

.0714 

.2585 

COVERAGE 

.6500 

.4787 

STRIKE 

.0786 

.2700 
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The RSO variables are pirdxies for union- 
nunagcnient preferencei for the two types 
of structure, given the adstence 

of such inter-regkmal variatkMu in collec¬ 
tive bvgainittg pnetioes [Ramaswamy, 
iMti In the majority of cases, REG refers 
to the hvleilictional area of the contract, but 
in tome it refers to the place where the agree¬ 
ment vms coochided. In citlwr case; the REG 
ihimmiM account for the varying nature of 
Isliiiiii maiiagr nifiit idatioas across the four 
zones. Thus, to theoctent the western region 
is associated with greater competition 
among unions for lank-and-file support, and 
since both unions and management prefer 
to deal with negotiable issues on a bilateral 
basis, we might expect (all things equal) a 
higher probability of decentralised bargain¬ 
ing in the west vis-c-vis the other three 
regions.* 

The sectoral classification is identical to 
the one used by Ghosh [1983]. lb the extent 
the degree of spatial concentration in in¬ 
dustry (i e, the relationship between the 
nature of the product market and the 
geographic concentration of firms) affects 
union and employer preference for bargain¬ 
ing structure [Hendricks and Kahn, 1982], 
the SECTOR variables control for such a 
phenomenon. For example, in mining and 
plantations (industries with national product 
markets with geographic concentration of 
Tirms) both union and management may 
prefer centralised bargaimng due to similar 
labour market conditions. On the other 
hand, in manufacturing, power and oil (in¬ 
dustries with national product markets 
without geographic concentration of firms) 
both union and management may prefer the 
flexibility and freedom of decentralised 
bargaining due to greater variation in local 
labour market conditions. 

The SECTOR variables also control for 
labour-intensity of production. 1b the otent 
the latter is associated with centralised 
bargaining (for example, unions may want 
to take ‘wages out of competition'), one ex¬ 
pects a higher probability of decentralised 
bargaining in manufacturing, power and oil, 
and in transport compared to the mining, 
plantation, and financial/services sectors. 
While the SECTOR variables control for in¬ 
dustry effects on bargaining structure out¬ 
comes, the dummy variables are unable by 
definition to account for inter-firm varia¬ 
tions within an industry category. Clearly, 
more detailed firm-level data on the under¬ 
lying labour and product market charac¬ 
teristics of the bargaining units would have 
been extremely useful, but data limitations 
preclude such an analysis in this exercise. 

The independent variable, BARGSTRUC, 
differentiates between: (a) plant/cnterprise 
level agreements, considered here the extreme 
or pure form of decentralised bargaining, 
and (b) agreements concluded at either the 
industry-cum-region level or the national- 
industry level. This paper does not distin¬ 
guish btiween the two in (b) since compared 
to (a) both are more centralised forms, and 
especially in the Indian context, involves 


significant state influenoe in detennining the 
‘representative* union(s) at the 
national level. 

V 

Results and Discusalon 

Ihbic 3 presents the OLS and probit 
estimates of the determinants of baigiuning 
structure. At the outset, we note that both 
sets of results are similar in their signs and 
more or less in their statistical significance. 
Thus, linear probability estimates seem ade¬ 
quate when dealing with observations 
around the mean of the dependent variable 
for hypotheses testing [Gunderson, 1980], 
even though we know that the OLS model 
will automatically have a heteroskedastic er¬ 
ror term. The explanatory variables together 
account for about 20 per cent of the varia¬ 
tion in BARGSTRUC. 

First, let us examine the so-called ‘state- 
intervention’ variables. The coefficients of 
COVERAGE and STRIKE have (he predicted 
sign, and although not significant, are in 
most cases larger than their standard errors. 
Thus, the probability that a contract is 
plant/enterprise level decreases if it covers 
non-permanent workers and if a strike 
precedes the agreement. 

The sign and magnitude of the coefficient 
on OWNSHP is the opposite of what is 
usually predicted by conventional wisdom. 
Controlling for regional and sectoral effects, 
the results from this study indicates that the 
probability that a contract is decentralised 
is higher in the public sector (rather) than 
in the private sector. This result is surpris¬ 
ing given the overwhelming descriptive lite¬ 
rature on state intervention in Indian in¬ 
dustrial relations. However, these earlier 
studies did not simultaneously control for 
the effect of other relevant variables in the 
determination of bargaining structure. This 
finding therefore indicates that (all things 
equal) unions and managements in the 
public sector appear to have had an indepen¬ 
dent voice in the determination of bargain¬ 
ing structure in India since the late 1970$. 
Conversely, given the influence of other fac¬ 
tors, it appears to be inappropriate to con¬ 
clude that agreements in the Indian pnvate 
sector are almost always concluded at the 
plant/enterprise level,* all things equal. 

Let us now examine the REG variables. 
As hypothesised, the probability that a con¬ 
tract is decentralised is higher in the western 
and southern region vis-a-vis the northern 
region, all else equal. In addition, using an 
appropriate t statistic,'” it is found that the 
pn^ability that a contract is decentralised 
is higher in the western and southern region 
vis-a-vis the eastern region, although there 
IS no significant probability difference bet¬ 
ween the west and the south, lb the extent 
the determination of bargaining structure is 
an important element in a labour-manage¬ 
ment regime, these findings lend support ti 
Ramaswamy's [1988] recent thesis aboif, 
inter-regional variations in the nature of 
these regimes in the Indian context. These 


regional effects on oaigaining structure can 
serve as useful guideposts to unions, manage¬ 
ment, as well as to the government in terms 
of formulating any cnanges in existing 
labour legislation. 

The SECTOR results seem to confirm the 
hypothesis that labour intensity of produc¬ 
tion is associated with centialiied bargaining 
(i e, the significant negative coefficients of 
SECTORI and SECTORS). In terms of the 
geographic concentration of firms it k ixNed 
that spatial concentration is associated with 
centralised bargiuning, i e, in mining/plan¬ 
tation and in financial/services vis-a-vis 
power/oil and manufacturing. 

Finally, some caveats are in order. It must 
be stressed that the above cross-section 
analysis," does not refer to changes in 
bargaining structure. Time-series data and 
case studies are necessary to study the evolu¬ 
tion of bargaining structure (Bhattacherjee, 
1989). Further studies with disaggregated 
firm-level data on labour and product market 
characteristics arc required to confirm or 
refute the findings of this exploratory study. 
As stated earlier, the SECTOR variables 
homogenise the units within each category. 
Consequently, varying elasticities of demand 
for labour and its consequences on the deter¬ 
mination of bargaining structure across 
firms within a SECTOR category are glossed 
over, lb the extent ‘pattern bargaining’ ef¬ 
fectively transforms what are coded as unit 
level agreements into industry-wide wage 
levels, given data limitations, no predictions 
can be made about the degree to which pat¬ 
tern bargaining affects the data. 


TABi.r .1 DrTrxMiNANTs or Barcainino 
.S lRlK'IlIRl OLS AND Probit Rcsiilts 
(S tandard errors in parentheses) 


Dependent 

Variables 

OLS 

Probit 

REGI 

338** 

1.243 


(.156) 

(.892) 

KhG2 

099 

.605 


(.165) 

(.832) 

RHG3 

.253* 

1.03 


(.156) 

(.830) 

OWNSHP 

206* • 

-.824 


(.097) 

(.557) 

SECTORI 

.397»* 

-1.252 


(.182) 

(.625) 

SECTOR2 

.167 

-.556 


(.166) 

(.593) 

SECTORS 

-.556‘** 

-1.97 


(.189) 

(-800) 

SEC10R4 

.099 

.443 


(.203) 

(.666) 

COVERAGE 

.132 

.356 


(.087) 

(.374) 

STRIKE 

-.191 

.832 


(.157) 

(.636) 

Adjusted 

.196 



Notes: * Significant at .10 level (two-uiled 
test). 

•• Significant at .05 level (two-tailed 
test) 

••• Significant at .01 level (two-uiled 
lest). 

Significance is noted only for the linear 
proh^ility function since the results are 
identical for the probit function. 
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VI 

Conclusion 

This exploratory exerrise has estimated the 
determinants of bargaining structure in 
Indian manufacturing and non-manufactur¬ 
ing sectors using information obtained from 
140 individual contracts. The model has 
taken into account determinants reflecting 
conventional wisdom (i e, the state interven¬ 
tion variables), union and management 
preferences (i e, the REG variables), and in¬ 
dustry/sectoral considerations. Using both 
linear probability and probit techniques the 
major findings were the following. First, 
there exists important regional effects on 
bargaining structure in India. Specifically, 
the west and south seem to prefer and realise 
decentralised bargaining compared to the 
east and north. Second, contrary to the 
hypothesis presented by conventional 
wisdom, it is found that the probability of 
plant/enterprise level bargaining is higher in 
the public rather than in the private sector, 
controlling for regional and sectoral effects. 
Finally, sectoral/industry characteristics are 
systematically related to bargaining structure 
outcomes, as in the US and UK studies. 

Notes 

[The author is grateful to S Ghosh for the raw 
data, to A K Sengupia, A N Mathur and V N 
Reddy for discussions, and to the Centre for 
Management Development Studies, Indian 
Institute of Management Calcutta for research 
funding, with the usual caveats applying.] 

1 See for example, Galenson |l959j; Millen 
(1963); and Sufnn [1964] 

2 For a formal treatment see Hendricks and 
Kahn [1984]. 

3 In this paper we use the lollowing classifica- 
tion; llic western region includes the states 
of Gujarat, Maharashtra, and the union ter¬ 
ritory of Gob. The nortliCTn icgion includes 
the states of Haryana, Himachal Pradesh, 
Jammu and Kashmir, Madhya Pradesh, 
Punjab, Rajasthan, and Uttar Pradesh, in 
addition, it includes the umon territones of 
Chandigarh and Delhi. The eastern region 
includes the states of Arunachal Pradesh, 
Assam, Bihar, Manipur, Meghalaya, 
Mizoram, Nagaland, Orissa. Tripura, and 
West Bengal. Finally, the southern region 
includes the states of Andhra Pradesh. 
Karnauika, Kerala, and Tbmil Nadu This 
classification is identical to the one used hy 
the Survey of India, except the Survey 
classifies the state of Madhya I’radesh as 
central India whereas 1 have included it in 
the northern region 

4 In this paper we use the term collective argu¬ 
ment "in a generic sense to cover all docu¬ 
ments oi formal papers signed by the parties 
in the course of an industrial dispute (with 
or without a work stoppiage) embodying the 
terms accepted by them in the course of col¬ 
lective bargaining on the issues of the 
dispute, on the basis of which their dif¬ 
ferences were settled" [see Ghosh. 19831] 

5 "In the probit model, an estimated index 
function I - x', which is linearly related to 
X, IS transformed into probabilities that are 
nonlinearly related to x, via the cumulative 
normal distribution That is. 


Pp = l/\j2n / exp(-u^/2)du 
= F«'r) = F(I) 

where f denotes the probit coefficients to 
be estimated and F(.) denotes the cumu¬ 
lative normal distribution function" 
[Gunderson, 1980: 218], 

6 Binary choice models have been used in 
other recent studies, sec Gaiha [1988] and 
Shaw [1988], 

7 Although one can theoretically concep¬ 
tualise separate demand functions for 
labour, management, and the state with 
respect to bargaining structure, absence of 
data on wages and other contrac-i terms 
prevents the estimation of a structural 
model Consequently in the reduced form 
results, each explanatory variable influences 
bargaining structure through management.'' 
umon/government preferences, or through 
sectoral effects, but it is “impossible to 
di.sentangle these different channels of in¬ 
fluence” [Hendneks and Kahn, 1982: 187) 

8 In a recursive sense, REG may proxy for 
varying levels and patterns of regional 
development which in turn leads to the 
emergence of a particular ‘labour-manage¬ 
ment regime’. 

9 Another possible explanation for the sigmfi- 
cant negative coeffiaent on OWNSHP may 
be due to the fact that multi-plant agree¬ 
ments (that may or may not be firm-wide) 
in the originai data [Ghosh, 1983] have been 
classified as industry-cum-region. The 
tendency of plant-level agreements in the 
private sector to centralise into multi-plant 
and/or multi-employer agreements during 
the 19705 have been noted bv Verma 119761 

10 The t statistic used is the following: 

\J Var(b,) + Var(b,) - 2Cov(K 

„ -T*. n ' ^ ‘ 

where, b, anu Dj are two estimated regres- 
,«Dn coefficients in the same equation, var 
' 1. 2 are the variances of the'^^.s, Cov 
(b| bj) IS the covariance, n is the number 
of observations, and k is the number of in¬ 
dependent variables in the regression 
equation. 

11 Although the data points are over a period 
of time (1977-1981) we have treated the 
penod as a ‘cross-sectional phase’ of Indian 
labour management relations. The inclusion 
of the year in which the contract was 
negotiated was used as a control but it had 
no effect on the dependent variable. 
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Evolving Optimum Media-Mix and 
Communication Strategies for Rural Markets 

Rajendn K Aneja 

This paper Jocuses attention on the reach of different types of advertising media in the rural areas. The author 
argues that growth in rural incomes, augmented availability of consumer products, improved media coverage 
pose new challenges to the marketing and advertising professionals. They have to evaluate the effectiveness and 
efficacy of advertising media like the press, television, video, cinema and radio in these villages. They also have 
to determine an optimum mix of various media that they will use for different products, to appeal to the rural 


consumer. 

THE early-monsoon showers of June have 
taken the sting out of the torrid suminer. 
Seated cross-legged under a ‘Peepui’ tree, 
SuRsh Shikle, the sarpanch of Yavat village 
(population 1 S.OOO, located about 100 
kilometres from Pune), says, “The last five 
years have seen a significant transformation 
in the lives of the villagers”. Improved 
literacy has led to higher readership of 
newspapers. “W: get four copies of The 
Times of India, 50 copies of Prnbhat and 
10 copies of the Loksaita daily in the 
village”, he remarks. 

Of the 3,000 families in the village, about 
250 have acquired television sets. “Initially, 
everyone purchased black and white TV sets, 
but now everyone buys colour sets”, adds 
Shikle About 10-15 fainilies own videos also. 
Moreover, about 2,000 families own a radio 
or a transistor. “An agricultural labourer, 
toiling in the fields, carries his transistor with 
him”, comments Shikle. 

As a result of the increased exposure to 
newspapers, television and radio, the 
villagm have become more politically aware 
“They have also started uking a greater 
interest in the use of consumer products”, 
adds S K Kulkami, a doctor who lives in the 
village Yavat has about 30 shops, overflow¬ 
ing with consumer products like soaps, 
razor-blades, torches, transistors, and even 
ready-made garments. 

There are also signs of increased afflueiKe 
among the villagers. Ramesh, a prominent 
retailer in the village, savs that consumers 
are increasingly opting for branded goods, 
advertised on the TV. Moreover, they prefer 
to buy the premium varieties. They are also 
willing to pay higher prices for quality and 
performance. 

The growth in rural incomes, augmented 
availabiUty of consumer products, impros«d 
media coverage pose new challenges to the 
. marketing and advertising professionals. 
They have to evaluate the effectiveness and 
efficacy of advertising mediums like the 
press, television, video, cinema and radio in 
these villages. They also have to determine 
an optimum mix of various media that they 
will use for different products, to appeal to 
the rural consumer. 

PRESS 

The 1991 census nrveals that 52.11 per cent 
of the Indian population is literate. Among 


the male population of 43,75,97,929. only 
63.86 per cent are literate. Literacy among 
the female population is much lower. Of the 
total female population of40,6342,932, only 
39.42 per cent are literate. 

The current levels of literacy are marginal 
improvements, compared to the 1981 levels. 
In the 1981 census, the literacy rates were 
43.56 on a national basis, 56.37 for men and 
29.75 for women. 

The pool levels of literacy in Irtdia 
underscore the minuscule role that the press 
can play in advertismg products for the rural 
consumers. It is almost impossible to see a 
national newspaper like The Times of India 
or Indian. Express, in any market with a 
population of less than 5,000. In some rural 
markets, regional newspapers printed in 
local towns, arc available fredy. For instance, 
local Hindi newspapers, published in 
Bhopal, are read in markets like Raisen, 
(population 10,000, about 100 kilometres 
from Bhopal). 

The reach of national English magazines 
like India Tbday, and Illustrated Weekly of 
India, is even lower than that of newspapers. 
These magazines would be read in markets 
with a population of over 50,000. Some of 
the national magazines like India Tbday are 
now printed in regional languages also, like 
Hindi. Tamil, Tclugii, eu. I ilmfare is also 
printed in Hindi now. The reach of regional 
language magazines is better than that of 
the English national magazines. Local 
magazines can be found in markets with a 
population of around 15,000-20,000 also. 

Studies conducted by the National 
Readership Survey and ORG reveal that only 
9 per cent of the rural adult population reads 
any newspaper or magazine. The balance 91 
per cent are non-readers. Moreover, only 6.8 
per cent of the total adult population reads 
some newspaper or magazine on a daily 
basis. The readership in the various zones 
of the country is as in Tkble 1. 

Of the total 32 million readers in the 
villages, 51 per cent are from the south, 20 
per cent from the north, 16 per cent from 
the west and 13 pei cent from the east. These 
levels of readership can be related to the 
literacy levels (1991 census) in these zones. 
Readership levels are high in the south due 
to higher levels of literacy—Kerala 90.59 per 
cent, Tkmil Nadu 63.72 per cent, and 
Karnataka 55.98 per cent. Similarly, there is 


a direct relationship between poor leveU of 
literacy and poor readership levels in the 
east. Ilie levels of literacy in the eastern zone 
are among the poorest in the country—Bihar 
38.54 per cent and Orissa 48.55 per cenL 

During the decade 1981-91, the zones hav¬ 
ing low readership levels, have shown the 
poorest improvements in literacy levds 
(Tkble 2). 

The states in the south with high reader- 
ships, have shown signiTicant improvemenu 
in the literacy levels between the period 1981 
and 1991 (Tkble 3). 

The implications of these trends arc: 

(a) The press has a highly limited role in 
reaching rural consumers. 

(b) The regional press, in local languages, 
has a marginally better reach, than the 
national English press, in reaching rural 
consumers. 

(c) There is a direct co-relation between 
literacy levels and readership levels. The press 
can be considered as a key medium for 
advertisina only in states having high literacy 


Tabii- 1. RfcAomsHii' by Zone 

(Per cent) 


Non li 

East 

West 

South 

Ali-India 



7.3 
4.0 
6.8 

18.3 
9.0 

Tabi l 2- 

PixiRbsr Literacy Lcveis 

Stale 

1981 

1991 

Change 


Literacy 

Literacy 



Level 

Level 



(Per 

(Per 



Cent) 

Cent) 


Bihai 

32 06 

38.54 

6.48 

Orissa 

40.96 

48.55 

7.59 

West Bengal 

48 64 

57 72 

9.08 


TaBIE .1. HIOH LlTERArV I.EVEIS 


Stale 

1981 

Literacy 

Level 

(Per 

Cent) 

I99i 

Literacy 

Level 

(Per 

Cent) 

Change 

Kerala 

81.56 

90.59 

9.03 

Tamil Nadu 

54.38 

63.72 

9.34 

Karnataka 

46 20 

55.98 

9.78 
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levels, e g, Kerala and Ikmil Nadu. 

Hie poor readership of newspapers and 
periodicals in the rural areas is also due to 
the lack of adequate newspaper distribution 
agencies in these areas. Newspaper and 
magazine publishers could increase their cir¬ 
culation by having more distributors in the 
smaller towns which feed villages. The high 
prices of newspaper is also a deterrent to the 
spread of the newspaper reading habit. Most 
newspapers are pric^ around Re 1 to Rs 3 
per copy, which an average rural-dweller can 
ill-affoid. 

Newspaper organisations could consider 
bringing out small town editions, or rural 
editions, in regional iangueges of about four 
pages, priced at around 50 paisc per copy, 
which a literate villager could easily afford. 
These rural editions would have to be edited 
and managed from smaller towns, having a 
population of around 1-2 lakh. The rural 
edition could focus on local issues, agri¬ 
cultural information, commodity prices, etc. 
Some of the rural editions may not be Tinan- 
cially viable in the beginning, but these in¬ 
vestments should be viewed as 'seeding 
operations’ to get a fool-hold in smaller 
markets and rural areas. 

Television 

In the last decade, television has become 
the most powerful medium of communica¬ 
tion in the rural areas. Iblevision has major 
advantages over any other medium of 
communication. 

(a) No strain: TV is an audio and a visual 
medium. A person does not have to make 
any effort or strain to receive messages from 
TV. The only effort required is to switch on 
the TV. Reading a newspaper or magazine 
requires more effort than watching TV, and 
also strains the eyes. 

(b) Sharper impact: TV being a visual 
medium, has a much sharper impact and 
recall than other media. A visual message 
has a better impact than a printed message. 

(c) Greater reach: In a country like India, 
where the literacy rate is only 52 per cent, 
an audio-visual medium has greater impact 
than the print media. 

(d) Family receptivity: A significant advan¬ 
tage of TV is that the message is beamed to 
the whole family, right into the house. A 
newspaper or magsizine can be read by only 
one person at a time. A TV relay can be 
received by the whole family simultaneously. 

TV is becoming one of the most popular 
entertainment media in the rural areas. 
Statistically the exact number of black and 
white and colour television sets in the rural 
areas, by state, district and village, is not 
known. However, most villages, with a 
population of over 15,000, certainly have 
about 50-100 television sets. The sets are 
primarily owned by private villagers. The 
village is also likely to have a community 
centre with a television set. In villages with 
a population of less than 15,000 also, some 
of the villagers own TV sets. The village 
community centre also has a TV set. On an 
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average, about 8-10 per cent of the families 
own TV sets in villages with a population 
of over 10,000. Of these, seven would be 
black and white sets and three would be 
colour sets. However, there is an increasing 
trend to buy colour TV sets in the rural 
areas. 

In many villages, where there is no for¬ 
mal community centre, the villagers collect 
small contributions from each family to buy 
a TV set The set is kept in the house of one 
of the villagers. In the evenings, the entire 
village collects to watch programmes on this 
TV Children and women outnumber the 
men in watching television programmes in 
the villages. The men are content to sit on 
a ‘charpoy’, smoke a ‘hookah’, and rest at 
the end of the day, by chatting among 
themselves. 

The most popular programme.s that arc 
watched on the TV in the rural areas are the 
Hindi films, ’Chaya-geet’ and the serials at 
9 pm. The programmes which commanded 
the maximum viewership in the villages were 
the ‘Ramayana’ and the ‘Mahabharat These 
serials attracted a viewership of 80 to 90 per 
cent in the villages where TV sets were 
available. ’Ramayana’ and ‘Mahabharat’ at¬ 
tracted high viewership in the rural areas 
because the stories and themes of these epics 
were close to the hearts of the villagers and 
were easily understood by them. 

Surveys conducted by the NRS-ORG 
reveal that about 31 per cent of the rural 
adult population are TV viewers Of the 
viewers, 35 per cent watch TV regularly, 58 
per cent occasionally and 7 per cent less 
often. 

However, the TV watching habit is 
strongest in the west and weakest m the 
south (see Ikble 5) 

The use of TV in villages depends on two 
major variables. 

(a) Price of TV set: The price of a 
black and white fV set ranges between 
Rs 6,0(K)-8,000. The price ol a colour TV 
ranges between Rs 11,000-Rs 14,(KK). Only 
the rich farmers and profe$.sionally-<KXupicd 
persons in a village like the school teacher, 
engineer and doctor, etc, can afford to buy 
a TV set. 

Television is a critical agent of change and 
development. It is the most potent engine 
for marketing and commumcating messages- 
concerning social issues like family planning, 
personal hygiene, primary health care, 
hteracy and basic education. It should be the 
avowed strategy of any government to use 
this powerful medium to market birth con¬ 
trol techniques and primary health care. The 
government should consider withdrawing all 
excise and sales tax levies on TV sets sold 
in the rural areas. The educative and 
awareness generating role of TV is enough 
justification for reducing or eliminating the 
levies in urban markets also. Our objective 
should be that by the $ear 2000, every urban 
household should have a TV set, and at least 
one out of two households in the rural sec¬ 
tor must have a TV set. 


(b) LavI of rural electrification: The usage 
of TV and radio also depends on the extent 
of rural electrification. Of the total number 
of 532,736 villages in India (1981 census), 
4,60,536 villages, i e, 86.4 per cent had been 
electrified by the end of 1989. Electrifica¬ 
tion of Indian villages leap-frogged by 60 
per cent during the period 1980-81 to 
1987-88 (from 2,73.000 villages to 4,36,000 
villages). During this period the TV 
ownership and viewership also expanded 
vigorously. 

The growth in the electronics media in the 
rural areas has been tardy, even though the 
village electrification programme has made 
commendable strides (Tible 6). 

The extent of electrification by geo¬ 
graphical zones and percentage of TV 
viewership by rural adults is indicated in 
Tkbie 6. 

There is a direct co-relation between the 
high level of rural electrification in the west 
and the high TV viewership. Similarly, the 
poorest levels of rural electrification in the, 
east are accompanied by the lowest levels of 
TV viewenhip. In the north, though the level 
of electrification is low, TV viewership is 
high due to higher levels of economic pro- 
spenty. In the south, the elect nfication is the 
maximum but TV viewership is low due to 
the high viewing of the cinema. 


Table 4; ViEwtKSHipor TV by Zonls 

(Per cent) 


North 30 

South 22 

hast 22 

West 26 

All-India 31 


Table 5 

Viewership (>f 

1 V — Adl'LTS 

(/Vr cent) 

West 

North 

Soulh 

East 

All-India 


39 

37 

26 

23 

31 

TABtr 6' 

Ex tFNT or El K t Rll ICAIION BY 


GeOCiRAPEIK AI Zonis 

Zone 

Percentage of 

Percentage of 


Villages 

TV Viewership 


Electrified 

by Rural 
Adults 

North 

70.3 

37 

South 

98.8 

26 

East 

67.2 

23 

West 

89.0 

39 

All-India 

86.4 

31 


Tabie 7: ViewERSHiPor Cinema 

(Per cent) 


South 46 

East 24 

North 17 

VUcsi 13 
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Cinema 

The dnema is another important medium 
used for advertUing in the rural aieai. 
Cinema advertising is in the form of slides, 
or 30 seconds to 1 minute commercials. Hie 
slides and commercials arc shown at the 
iM Hiinning of the film. Or before the main 
rUm commences, or after the interval. The 
slides that are shown on the screen last for 
2 to S seconds. Normally regioiud brand- 
marketeers use slides, since they are 
significantly cheaper than commercials. 
Occasionally manufacturers of national 
brands also use slides. The disadvantage of 
■■«in g slides is that they remain on the screen 
for a few fleeting seconds only, and do not 
always regisler effectively. Moreover, most 
viewers tend to enter the theatre when the 
slides are on. These viewers miss the slides 
and also distract other members of the au¬ 
dience who are already seated. 

National brands are normally advertised 
through 30 seconds to I minute commer¬ 
cials. These have a better viewership than 
slides. Most of the audience js seated by the 
time the commercials arc shown. Moreover, 
a large number of villstgers actually enjoy 
watching commercials. They make it a point 
to be in their seats before the commercials 
are screened. It is preferable to show com¬ 
mercials before the main film commences, 
as compared with showing them just after 
the interval, prior to the commencement of 
the balance film. Most of the audience tends 
to get delayed during the interval. They enter 
the theatre after the commercials have com¬ 
menced, and reduce the effectiveness of the 
advertisements. 

The ORG-M RS survey shows that 36 per 
cent of the rural adult population watches 
the cinema. 10 per cent of the viewers see 
films once a week and 33 per cent see films 
once a month. The balance 55 per cent of 
the viewers are not very avid in their anema- 
going habits. 22 per cent of them see films 
three to four times in a year, and the balance 
35 per cent see them less often. 

Of the total number of cinema viewers in 
the country almost half are based in the 
south, as indicated in Ikble 7 

The highest exposure to films is also in 
the south, as revised by Thble 8. Cinema¬ 
viewing in the urban areas, is declining 
sharply due to the onslaught of the videos. 
In the villages, videos are not common, as 
yet. Therefore the cinema continues to be the 
most popular medium of entertainment in 
the rural areas. 

Video—Product of the Fuiure 

The biggest threat to the cinema, in the 
rural areas, in the next five years, will come 
from video-parlours in villages with a 
population of around 10,000-15,000. Enter¬ 
prising villagers are converting a large room 
in their houses into a video-parlour. They 
keep a TV set. a VCR/VCP and cassettes of 
hit-Hindi films with them. These video¬ 
parlours charge about Rs 1-2 per person per 
show. Some of these parlours keep fixed 


show-times. Most of them run the film as 
soon as they have an audience ranging from 
20-50. These video-parlours are supposed to 
register with the local authorities and have 
to get a licence. However, a large number of 
video-parlours continue to operate without 
any registration. 

The ORG-M RS survey reveals that 14 per 
cent of the adult population in the rural 
areas are video-viewers. However, due to the 
limited ownership of videos in the rural 
areas, the frequency of video-viewing is 
limited. Only 6 per cent of the viewers sec 
video once a week. 27 per cent of the viewers 
see it once a month, and the balance 67 per 
cent see i( less often. 

The east and north lead the country in 
video-viewing. The highest percentage of 
adults watching video is in the east and 
south. 

The video will gradually lose its novelty 
in the rural areas. It will be perceived as a 
status symbol and a luxury item. The video 
is. quite clearly, the future product of the 
rural areas Its growth rate will be rapid and 
phenomenal in the next few years. Increased 
mechanisation of agriculture will generate 
surplus income and time for the farmer. The 
fanner is also learning to value a good and 
comfortable life. He is also learning to use 
his leisure by buying entertainment products 
like radio, telcvi.sion and video The video 
is going to be high on the shopping list of 
the fanner as soon as his purchasing power 
permits him to buy it 

Radio—Hk;h Audience 

The radio is an imponam medium of 
communicating advenising messages in the 
rural areas. The transistor and ratio are visi¬ 
ble even in villages with a population as low 
as 500-1,000 In markets with a population 
of about 10,000-15,000 most of the homes 
have radios or transistors. 

The transistor was the first consumer 
durable to make a big entry into the rural 
areas, about 25 years aga Radios and tran¬ 
sistors have become extremely popular over 
the years due to the low unit prices of these 
products. Ibchnologicai innovations and 
local manufacture of transistors have pegged 
their prices at low levels. Thin.sistors made 
in the unorganised sector in Delhi are 
available at a price of Rs 100 or even less. 

As a result of their low prices and easy 
availability, transistors are now a common 
sight in rural markets. The village tea shops, 
‘dabhas’, barber shops, all play the radio, 
either to attract customers or to keep them 
entertained. A farmer working in a fidd also 
hangs a transistor on a tree, to listen to music 
as he tills his land. 

Kishan Chand owns a cattle-farm in 
villsilge Berni in UP. Ever 7 t evening he car¬ 
ries his milk<am to a milk-chilling centre, 
8 kilometres from his village, on his bicycle 
In addition to the two milk-cans he also 
slings his transistor on the bicycle He listens 
to his favourite songs, as he travels to and 
fro from his village to the mllk-chiiling cen¬ 


tre “My transistor is my best friend on these 
visits. It makes the time and the distance 
I have to cycle fly by^’ says Kishan Chand. 
A major reason for the popularity of tran¬ 
sistors is that they are li^t and can be car¬ 
ried easily by the farmer wherever he likes. 

lyansistors have also become immeiudy 
popular due to the fact that they can be 
operated on batteries, and do not necessarily 
need electricity. It is significant that an ORG 
study shows that rural markets comprise 56 
per cent of the total market for batteries in 
the country. 

The radio is only second to the'einema in 
terms of total audience for a medium. An 
ORG-NRS survey indicates that 32 per cent 
of the adult population in the rurid areas 
listens to the primary channel and 24 per 
ccni Irsicns to the Vividh bnarati. The 
lisicncrship of the radio is the highest in the 
south and the poorest in the west 

The radio has the maximum regular reach 
as compared to any other medium. TV 
viewership in the rural areas is as high as 31 
per cent, but only 35 per cent of the viewers 
(37.8 million. 1981 census) watch it regularly. 
Similarly 36 per cent of the rural adult 
population watch the cinema, but only 10 
per cent of the viewers (12.5 million, 1981 
census) watch it once a week. 14 per cent of 
the rural adult population are video¬ 
watchers, but only 8 per ceni (3.9 million, 
1981 census) see it once a week. Hoivever, 
the primary radio channel is heard by 32 per 
cent of the rural adult population, of which 
73 per cent (82.5 million, 1981 census) listen 
to It regularly. 

Implications for Marketing 

The most severe implication of the cur¬ 
rent levels of reach of the media, in the rural 
areas, is that it is unable to communicate 
with the bulk of the rural population. 
According to the most optimistic estimates, 
urbanisation would have increased from 23.3 
per cent in 1981 to 30 per cent in 1991. Thus, 
of the total 843 million population, 70 per 
cent, i c, 590 million yet live in the rural 
areas. Thking the ORG-NRS reach figuics 
and applying it to the 1991 census would 
indicate a maximum reach for various media 
(Thble 9). 

Of the total rural population of 590 
million 64 per cent, i e, 378 million cannot 
be exposed to any form of organised media. 
No newspaper, magazine, radio or TV com¬ 
mercials can reach the tribals living in 
Jagdalpur and Bastar (eastern Madhya 

Table’s: Vifwersiiip of Cinema 


Zone 

Per Cent of 

Per CenI of 


Adults 

Adults Seeing 


Seeing Films 

Films Once 



a Month 

Suuih 

76 

41 

East 

29 

7 

North 

24 

6 

West 

23 

7 

All-lndia 

36 

15 
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Table 9: keach oe Various Media 


Medium 

Maximum 
Reach 
(Per Cent) 

Keach in 
Numbers 
(Million) 

Cinema 

36 

212 

Radio 

32 

189 

TV 

31 

183 

Video 

14 

83 

Press 

9 

53 


I ABLE 10.' MaLE/FEMAI f EXKISURE 
TO Various Media 

Medium Per Cent of Adult 


Men Women 


TV (once a week) 

29 

29 

Radio (primary channel) 

32 

29 

Cinema 

20 

11 

Press 

12 

6 

Video 

6 

3 


Pradesh), Gharchiroli (Maharashtra) or the 
'Gujjars' (of Rajasthan) who make a living 
tending to sheep. The 378 million who can¬ 
not be reached by any communication media 
in the country comprise 45 per cent of the 
national population. There is no organised 
way in which the goveriunent or any adver¬ 
tiser can communicate with this 43 per cent 
of India’s population, nor can they com¬ 
municate easily among themselves. 

Despite the poor reach of the traditional 
organised media in the rural areas, villagers 
are lemarkably weB-informed about national 
developments, public affairs and important 
consumer products. Information about key 
national developments travels very fast in the 
rural areas. The government is able to 
announce and organise polls within a span 
of about six to eight weeks. During this short 
period, remote villages, unconnected by 
telephones or televisions, are able to gear up 
for a national poll. When Indira Gandhi 
expired in 1984, within six hours, every 
village on the road from Tirupathi to 
Madras knew about it. Each village had put 
up a table with her photograph and lamp 
on it at the entrance of the village. 

Marketeers have so far not given adequate 
attention to the phenomenon of 'word-of- 
mouth’ in the rural areas. Information about 
new consumer products and the quality and 
pcrformaiice of a product travel expeditious 
ly through word-of-mouth Some of the 
routes and occasions for *word-of-mouth' 
information processing are: 

(a) Weddings, social functions: Villagers 
from a number of villages assemble at such 
family get-togethers, when they exchange 
news and information among themselves 

(b) Visits from relatives from urban areas or 
small towns; Many of the people living in 
urban areas have their roots in the villages. 
When they visit their villages, their lifestyle 
and the information communicate act as 
advertisements for consumer products. 

(c) T>ader/ihopkeeper: Every village has a 
few shopkeepers selling groceries and 


household necessities. Even the smaUest 
village, with a population of 300-500, has 
one or two shops selling basic goods like 
toiletries, soaps, cooking oils, candles, 
pulses, plastic pipes, etc. These traders and 
shopkeepers visit semi-urban feeder markets 
about once a fortnight. They cany informa¬ 
tion about consumer products back to 
villages. 

(d) Occasional visitor/passers-by; DaveUers, 
traders, lorry-drivers who are passing 
through a village also spread information 
about consumer products. Block Develop¬ 
ment ofTicers or salesmen of companies may 
spend a night in a village ‘dak-bungalow’ or 
circuit-house Lorry-drivers assemble at 
‘dabhas’ in villages every night to have a 
meal and rest for sometime on the ‘charpoy’. 
They too spread information about con¬ 
sumer products. 

(e) Students: A number of villagers send 
their children to a school or college in a 
semi-urban area. When these students return 
to the village, they bring some consumer 
products with them. More important, they 
bring with them information and news about 
new products and services. 

The total exposure to all forms of com¬ 
munication media is directly related to the 
level of education a rural consumer has im¬ 
bibed and his income earning capacity, lb 
a large extent, the level of education of a 
rural consumer and his income-generating 
capacity are directly related. An educated 
rural consumer can get a job as a school¬ 
teacher, postman, ‘gram-sevak’, and thus 
have a good steady income. An educated 
rural-dweller, engaged in farming also, 
would have a higher income cap than an il¬ 
literate farmer. An educated farmer will be 
able to read newspapers, magazines and 
agricultural literature, which would help him 
to improve the productivity of his farm, and 
thus his income 

An educated villager would thus be able 
to augment his income, and afford to 
purchase communication media like 
newspapers, magazines, radios and televi¬ 
sion. The lower the level of education of a 
rural consumer, the lower would be his 
exposure to communication media He 
would not be able to read newspapers He 
would be able to hear the radio and watch 
television, but his weak economic status 
would not give him free access to these 
media. 

The exposure to vanous adverti.sing media 
depends very .significantly on the type ot 
economic activity a person is engaged in. 
Those who are engaged in some form of pro¬ 
fessional work in the rural areas like .school¬ 
teachers, gram-sevaks. doctors, block 
development officers, have a higher exposure 
level to various media, and are better 
informed. They read a number of news¬ 
papers and magazines andzheir exposure to 
TV is also high. Exposure to communica¬ 
tion media is also high due to the fact that 
they are literate Their literacy opens up the 
world of books and magazines to them. The 


TV and video habit is also growing rapidly 
among the students. Students comprise the 
bulk of the audience in video-parlours in the 
rural areas. 

The exposure levels of traders, distributors 
and middlemen to communication media is 
higher than the levels of otposuie of women 
and farmers. Most traders have to keep some 
form of accounts and acquire a degree of 
literacy’ for operational ease. The exposure 
of farmers to the communication media is 
perhaps the lowest due to their illiteracy and 
the absence of adequate incomes to buy 
transistors and television sets. 

The type of product being sold in the rural 
markets will also have a decisive bearing on 
the advertising media selected. The follow¬ 
ing guidelines can provide some parameters 
for media selection: 

(a) premium products—television and press, 

(b) popular products—television, radio, 
cinema. 

(c) Mass-concumption products—televsion, 
radio, cinema, 

(d) consumer durables- television, cinema 
cominctcials 

The precise medium used in the above foui 

product categories will depend on the 
geographical zones/markets to be covered, 
the reach of each medium in these markets 
and the costs. 

The organised media like press, radio and 
TV is extremely expensive The reach of these 
media in the rural areas is limited. Precise 
data about the reach and viewership of 
television and videos in rural areas has 
started becoming available only recently. 
Therefore, it is vital to identify clearly the 
specific segments of the rural markets and 
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use media which reaches the target con¬ 
sumers. For instance agricultural inputs 
comprise a major component of the rural 
market. The target audience for fertilisers, 
seeds, pesticides comprises of farmers. The 
ideal medium for communicating with the 
farmers would be the radio or the television, 
specirically the local stations, which broad¬ 
cast programmes in the local languages. 

Most marketeers have tended to use the 
same communication in the urban and the 
rural areas. The rural consumer is not being 
viewed as a .separate identity. This is essen¬ 
tially due to the fact that the organised 
media mainly caters to the urban consumer. 
The limited reach of the media, in the rural 
areas, is mote a ‘spill-over’ effect, or a bonus, 
which the advertiser expects to pick up. 
Urban marketeers or advertisers do not plan 
for the rural consumer as a matter of habit. 
They will now have to keep the rural con¬ 
sumer in view, and tailor communications 
which have a rural reach, to'the rural 
consumer. 

Women in the rural areas keep behind the 
scenejt. Centuries of domination by men 
have made them shy, withdrawn, dtKile and 
insular. Men and women do not mix up 
freely in the villages. In most rural homes, 
the women will not come into a room where 
strange men arc present. 

Media which do not necessitate the 
housewife going out of the hou.st are 
popular with women. Television and radio 
are media which can be used of at the home 
itself. The key rea.sons for the popularity of 
TV and radio among women is that they can 
receive these programmes in the house or the 
village itself. The houscwite will have to visit 
a cinema-hall or a video parlour to .sec a 
film. Poor levels of literacy among women 
(39.4 per cent, 199! census), prevents women 
from reading newspapers and magazines 

Though the vicwcrship of video among 
women is pioor as compared to viewership 
by men, this scenario will change substan¬ 
tially over the next decade In the future the 
number of women waiching video as com¬ 
pared to the number of men will grow 
substantially. Moreover, the importance of 
the video, as compared to other media, 
among womcn-viewers will also grow 
substantially. 

Women are playing a dominant role in the 
products and the brands that arc purchased 
in the rural areas. Their literacy level has im¬ 
proved. Radio and television have made 
them more aware of the various brand op¬ 
tions available to them. In the years to come, 
women will have a dominant say in the pro¬ 
ducts and the brands that will be purchas¬ 
ed. Wbmen will have a larger say, not merely 
in the purchase of toiletries and cosmetics, 
but also in the purchase of consumer 
durables. Radio and television will be the 
major media for informing women about 
various products and brands. Marketeers 
will have to focus their efforts to influence 
women-buyers. They will also have to fine- 
tune their advertising themes to women. 


The ‘word-of-mouth’ tecommendations in 
.he villages make a significant difference to 
the success of the brand. A rural consumer, 
happy with the products, recommends it to 
his relations and friends. The success of a 
product in the rural areas depends substan- 
lialiy on the quality of the product and the 
reputation il builds. If the product is a con¬ 
sumer durable like a pressure cooker, the 
manufacturer must also have an adequate 
number of after-sales service centres. 
Marketeers will have to view the rural 
markets as long-term investments and be 
ready for higher operating costs. 

The reach of the organised media is 
limited. Manufacturers will have to supple¬ 
ment their media exposures with non- 
iraditional forms of advertising like wall- 
paintings, cinema and video shows in 
villages, demonstrations of products, etc. 

There is need for extensive and intensive 
research, about the reach of different types 


of advertising media in the rural areas, at 
the micro-level, i c, by district and village. 
Research must cover media-watching habits 
and also the credibility of media and adver¬ 
tising claims in the rural areas. 

Marketeers and advertisers will have to 
play a catalytic role in influencing the 
government to strengthen infrastructural ac¬ 
tivities to improve communications in the 
rural areas. Village electriflcation must be 
improved from the current level of 86 per 
cent (1989) to electriflcation of 100 per cent 
of the 5,76,600 villages by the year 1995. 
Sales and excise levies on television sets and 
transistors must be dispensed with complete¬ 
ly. Newspapers must be encouraged to bring 
out rural editions from smaller towns in 
regional languages which will educate and 
benefit the rural con.sumer Marketeers will 
have influence policies so as to improve com¬ 
munication possibilities and vistas in the 
rural area.s 
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^BARCLAYS BANK PLC 

■ INDIAN BRANCH 

(Incorporated in the United Kingdom with Limited Liabilityl 


BALANCE SHEET AS AT MA RCH 31. 1992 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31, 1992 


Schedule 

March 31, 
1992 

Rs. in OOO’s 

March 31, 
1991 

Rs. in OOO’s 

Schedule 

Year 
ended 
March 31, 
1992 

R$. in OOO’s 

Period 
ended 
March 31 
1991 

Rs. in 000 

CAPITAL AND LIABILITIES 



II INCOME 



Capital 1 

150,000 

150,000 

Interest earned 13 

212,323 

14,814 

Reserves and Surplus 2 

10,046 

(8,099) 

Other Income 14 

12,809 

1,403 

Deposits 3 

294.023 

78,198 




Borrowings 4 

201,534 

130,000 

TOTAL 

225,132 

16,217 

Other Liabilities and Provisions 5 

69,778 

10,291 




TOTAL 

725,381 

360,390 

III EXPENDITURE 




-- 

-- 

Interest expended 15 

163,013 

6,337 




Operating Expenses Ih 

20,529 

17,979 




Provisions & contingencies 

23,445 

- 




TOTAL 

206,987 

24,316 

ASSETS 






Cash and balances with 







Reserve Bank of India 

Balances with Banks and 

money at call and short 

notice 

Investments 

Advances 

Fixed Assets 

Other Assets 


Contingent Liabilities 
Bills for Collection 


9,429 

4,263 

nil profit/ijuss 

Net Prolit/(Loss) for 
the year 

18,145 

(8,099) 

251,856 

98,525 

1%.775 

42,901 

Net Profil/'d-oss) b/l 

(8,099) 

-- 

251,805 

23,540 

90,226 

725.381 

52,860 

8,346 

55,245 

360,390 

IV| APPROPRIATIONS 

Transfer to statutory 
reserves 

Balance carried over to 

10,046 

3,629 

(8,099) 

3,097.640 

104,859 

Balance Sheet 

6,417 

(8.099) 

21.941 

14,051 


10,046 

(8.099) 


Notes on Accounts 17 

The Schedules referred to herein form an iniegial pan ol the 
Balance Sheet. 


Notes on Accounts 17 

The Schedules referred to herein form an integial pan ol the 
Profit and Loss Account 


This IS the Balance Sheet and Profit and Loss Account 
referred to in our Report of even date. 


-Sd/ 

A. GlIHA ROY 
Pan ner 

' For and on behalf ol 
Price Waterhouse 
Chartered Accountants 


l or Barclays Bank PI C, Indian Branch. 


Sd Sd/- Sd/- 

NakuPMadhasji B (i D Reynolds Stephen Barnes 
financial Controller Manager-Operations Chief Manager, India 


Bombay 

Hated May 25. 1992 
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ra BARCLAYS BANK PLC 

fmm INDIAN BRANCH 

Uncorpurated in the United Kingdom with IJniited Lial>ility) 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON MARCH 31. 1992 



Schedule 1—(^npital 

Sun-up Capital as 
prescribed by RBI 
(Or this Rs. 2,000,000 is 
deposited with the 
Reserve Bank of India 
under Section 11(2) of the 
Banking Regulation Act, 
1949) 


150,000 


Seh«-dule 4—BorrowingK 

I) Borrowings in India 

I) Reserve Bank of India 
ii) Other banks 


March 31, March 31, 
1992 1991 

Rs. in OOO’s Rs. in OOO’s 


1,534 

200,000 130,000 

201,534 130,000 


I50,0(X) 


Seheilule 2—K •■nerves & 
.Surplus 

I) Statutory Reserves 
Opening Balance 
Additions during the 
year 

Deductions during 
the year 

II) Balance in Profit 
and Loss Account 


Secured borrowings 
included abovc-Nil 


Schedule 5—<Hh«T 
Liabilities and 
Pnivisions 


1) Bills Payable 

6,224 

3,111 

II) Interest Accrued 

35,588 

5,106 

III) Others 

(including provisions) 

27,966 

2,074 

RTTAl 

69,778 

10,291 


Sehi-duh* 3—IK-|M>silh 

A I) Demand Deposits 

i) From Banks 

ii) From Others 

II) Savings Bank 
Deposits 

III) Term Deposits 

i) From Banks 

ii) From Others 

TOTAL 


4,7551 4,755 


287,702 287,702 

294,023 


j bcheduir 6—Cash and 
I Kalanei's with 
i| Res<‘rve Bank <if India 

il 

'I 

j 1) Cash in hand 
5 794 i: (including foreign 

[ currency notes) 

! 

j 27 I II) Balances with 

j Reserve Bank 

of India in 
Current Account 


TOTAL 


9,292 j 4,200 


9,429 4,263 
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^BARCLAYS BANK PLC 

i INDIAN BRANCH 

(Incorporated in the United Kingdom with Limited Liahilityl 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON MARCH 31. 1992 



Schedule 7—Balances 
with Banks A Monc]' at 
CaU A Short Notice 

I) In India 

i) Balances with 
banks in Current 
Account 

ii) Money at call and 
short notice with 
Banks 


TOTAL 


Sfdsedule S—latestmenta 

I) Investments in India in 
Government Securities 


Schedule 9—Advances 

A) i) Bills purchased 
and discounted 
ii) Cash credits, overdrafts 
and loans repayable 
on demand 


TOTAL 

B) i) Secured by tangible 

assets 

ii) Coveted by Bank/ 
Government Guarantees 

iii) Unsecured 

TOTAL 

C) Advances in India 
Othen 

TOTAL 










251,805 


251.805 



March 31. March 31. 

1992 1991 

Rs. in OOO’s Rs. in 000’s 


Schedule 10—Fixed Assets 


1) Premises 


At cost at the beginning 


of the year 

- 

Additions during the year 

15,111 

Depreciation lo date 

(219) 


14,892 

II) Other Fixed Asscls 


(including furniture 


and fixtures) 


At cost at the beginning 


of the year 

9,240 

Additions during ihe year 

2,375 

Depreciation lo date 

(2,967) 


8,648 

1 

TOTAL 

23,540 

Schedule 11—Other Assets 


1) Inter-office balances 


(foreign branches) 

25,632 

II) Interest Accrued 

4,062 

111) Tax paid in advancc/tax 


deducted at source 

1,196 

IV) Others 

.59,336 

TOTAL 

90.226 

Sfdiedulc 12—Contingent 


Liabilities 


1) Liability on account of 


outstanding forward 


exchange contraas 

1,489,854 

11) Guarantees given on 


behalf of constituents 


In India 

702,786 

III) Liability on account of 


bills of exchange 


rediscounted 

905,000 

TOTAL 

3,097,640 





100.000 


104,859 
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ra BARCLAYS BANK PLC 

lu INDIAN BRANCH 

^Incorporated in the United Kingdom with Limited Liability! 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR THE 

YEAR ENDED MARCH 31. 1992 



Year 
ended 
March 31, 
1992 

Rs. in OOO's 

Period 
ended 
March 31. 

1991 

Rs. in OOO’s 


Yfcar 
ended 
March 31, 
1992 

Rs. in 000’s 

Fhriod 
ended 
March 31, 
1991 

Rs. in 000’s 

Schedule 13—lnlcrp)il 



Schedule 16—Operaling 



Earned 



Expenses 



I) Interest/discouni on 



I) Payments to and 



advances/bills 

182,326 

6,124 






provisions 



11) Income on 



for employees 

5,867 

4,794 

Investments 

5,834 

682 




III) Interest on balances 



II) Rent, taxes and 



with Reserve Bank of 



lighting 

2,232 

1.835 

India and other 






inter-bank funds 

24,072 

8,008 

III) Printing and 



IV) Others 

91 

- 

Stationery 

407 

429 

TOTAl 

212,323 

14,814 

IV) Advertisement and 






publicity 


72 

Srhedule 14—Other Inrume 

] 

j ! 

i 

V) Depreciation on Bank's 






property 

2,292 

894 

1) Commission, exchange 

1 





and brokerage 

: 4.024 

332 

VI) Directors’ and 



II) Profit on sale of 

1 


Ixxral Advisory j 



investments (net) 

1 611 

154 

Board members' 






fees, allowances 



III) Profil on exchange 









and expenses 

20 

— 

transactions (net) 

8,132 

916 




IV) Miscellaneous 

i 


VII) Auditors’ fees and 



Income 

' 42 

1 





i 


expenses 

40 

20 

TOTAL 

1 

12.809 

1,403 







VIII) Posugc, telegrams. 




1 


telephones, etc. 

3,164 

U96 

Schedule 15—Interest 






Expended 



IX) Repairs and 




1 


maintenance 

989 

4,507 

1) Interest on deposits 

21,052 

3,273 




II) Interest on Reserve Bank 



X) Insurance 

349 

217 

of India/I nter-bank 






borrowings 

141,351 

3,0S6 

XI) Other expenditure 

5,063 

3413 

III) Others 

610 

8 




TOTAL 

163,013 

6.337 

TOTAL 

■ 

17,979 
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BARCLAYS BANK PLC 

INDIAN BRANCH 


(lti('<)r|K>rat4'<i in th«‘ llnitrd Kin^donl with Liiiiil«*d Liability) 


S«-hrdulr 17— INoU-s f<irniiiiK |>arl of the uri'ounts for lh<- year cndfil March Jll. IVH 


I Principal Accounling Policies 

(a) General 

The accompanying financial stalcmcnrs have been prepared on the historical cosi basis and conform lo Ihe slaliiiory provisions 
and practices prevailing in Ihe coiiniry 

(b) Transactions involving foreign exchange 

(i) Monetary assets and liabilities have been translated at the exchange rales prevailing at the close of the year Non monetary 
assets have been carried in the books at the contracted rales. 

(it) Income and expenditure items have been translated at Ihe exchange rales tulmg on the dale of the transaction 
(ill) Outstanding forward contracts have been revalued at the exchange rales prcsjiling at the close of the yeai 

(y) Investments 

Investments in Government and other appiovcd securities in India are valued at cost Market value as on March .11, 1992 is 
Rs. 91,93)t lhou.sand 

(d) Fixed Assets 

(i) Premises and other fixed assets have been accounted lor at their historical costs 

(li) Depreciation has been provided on the straight line method at the rates specified by Barclays Bank PIG In respect of 
subsequent additions depreciation is prtsvided with effect from the quarter in which the additions arc made 

(e) Stall Benefits 

Contribution to the (iratuity I'und has been made as per actuarial valuation 
2. At March 31, 1992 the bank’s risk weighted capital ratio was 15.90/0. 

3 The previous ycai’s figures have been regrouped wherever necessary. Since the branch was fornially opened to the public on October H, 
1990, the previous year’s figiiies are iiol comparable lo the current year 


Audilunt' Report on the Indian Branch of Barclays Bank Pli^ 
under Section 30 of the Banking Regulation Act, 1949. 

We have audited the attached Balance Sheet of the Indian Branch of Barclays Bank PLC as at March 31, 1992 and Ihe relative Profit and 
Loss Account of the Indian Branch of the Bank for the year ended March 31, 1992, signed by us under reference to this report 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of sub-sections (1), (2) and 
(5) of Section 211 and sub-scclion (5) of Section 227 of the Companies Act, 1956, the Balance Sheet and Ihe Profit and Loss Account, together 
with the notes attached thereto, are not required to be and arc not drawn up in accordance with Schedule VI to the Companies Act, 1956. 

The accounts are therefore, drawn up in conformity with Lorms “A" and “B” of the Third Schedule to the Banking Regulation Act, 1949 
We have obtained all the information and explanations which to the best of our knowledge and belief were necessary lor the purpose of our 
audit and have found them lo be satisfactory 

The transactions which have come to our notice have been, in our opinion, within the powers of the Indian Branch of the Bank. 

In our opinion, proper books of account as required by law have been kept by the Branch so far as appears from our examination of those 
books maintained and produced to us at Bombay 

The above mentioned Balance Sheet and Profit and Ixiss Account of the Indian Branch of the Bank dealt with by this report are in agreement 
with the books of account. 

In our opinion and to the best of our information and according lo Ihe explanations given to us, the Balance Sheet and ProFit and Loss Account, 
together with the notes thereon, gt vc Ihe informal ion required by the Companies Act, 1956, as amended in the manner so required for Banking 
Companies, and on such basis give respectively a true and fair view of the state of affairs of the Indian Branch of Ihe Bank as at March 31, 
1992 and of its profit for the year ended on that date. 

Sd/- 

A. GUHA ROY 
Partner 

For and on behalf of 
Price Waterhouse 
Chartered Accountants 


Bombay, 

.3aled: May 25, 1992 
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Czechoslovakia: Political Crisis and 
Economic Reform 

Stephen Steiger 

Czechoslovakia is not at a crossroads. It has crossed the point of 
no return. But no one can see beyond summer. The result of the 
elections may increase the difficulties of both the Czechs and the 
Slovaks. But looking farther into the future the greater danger is 
posed by the continuing recession in the west which could hurt 
the newly emerging market economy of the country. 


EVEN as the deaions scheduled for 
June S and 6 approach the Czech and 
Slovak Federal Republic presents the pic¬ 
ture of a hung sute, unable to make any 
headway with regard to future arrange¬ 
ments. itepresentatives of both the 
republics—the Czech and Slovak—seem 
to be satisfied on having decided, two 
years ago, that the period in which a new 
constitution should be framed and passed 
should not last longer than two years. It 
was decided in the summer of 1990 that 
elections would be held in the summer of 
1992, according to a new election law and 
that the new constitution would clearly 
deHne the mutual relations of the 
repubUcs and the limits of power of the 
constitutional agents. Yet things have 
turned out differently. 

The developments of the last two years 
revealed two distinct national com¬ 
munities, living in a single political state. 
In spite of strong integrative bonds that 
having developed over more than 70 years 
of common history Czech and Slovak 
societies differ substantially from each 
other. This was not easily visible as long 
as communist rule with iu unified policies 
covered the whole country. Attempts at 
autonomous development were systematic¬ 
ally thwarted but once the lid was removed 
the real differences came to the surface. 

The political sphere provides illustra¬ 
tion of the disunity. Despite efforts there 
is not a single poUticai party that could 
be said to »epresent both parts of the 
country. TFue there are affiliations, of 
various degrees, on both sides, to a com¬ 
mon political party but these are insuffi¬ 
cient. The strongest Czech party—the 
conservative Civic Democratic Party led 
by the well known federal finance minister 
Vaclav Klaus—may have developed some 
roots in Slovakia but these are not of any 
real significance. Likewise no Slovak 
political party has been able to attend 
organisationally into the Czech republic 
and this despite the presence of several 
hundred thousand Slovaks living there. 
Not even the Social Democrats—the only 


party which uses the same name in both 
republics—could form a unified party. In 
fact a close examination reveals the Social 
Democrats to be two different parties in 
the two republics. These facts mirror 
significant differences in social and 
economic structures and emphasise the 
distinctness of cultural background and 
history. 

The upheaval following November 1989 
found both nations and, naturally, also 
the minorities, who even if numerically 
small are nevertheless politically of some 
importance, totally unprepared for facing 
not only the collapse of the communist 
regime but equally the ‘invasion’ of 
democracy. Even popular reaction on both 
sides were not exactly the same and one 
cannot but recall the differing teaaions 
back in 1968. 

In both republics the feeling of 
insecurity evolved gradually over the last 
two years. Owing to the greater social im¬ 
pact of ‘economic reform’, like higher 
unemployment, this feeling grew more 
rapidly in the Slovak r^ublic This was 
accentuated by nationalistic, sometimes 
even chauvinistic, propaganda that pins 
the blame on the errors of the present 
federal government. 

This insecurity is reflected also in the 
growing number of citizens who abstain 
from voting. According to a recent opi¬ 
nion polls 12 per cent will not vote all and 
19 per cent are undecided as to who they 
will vote for. 

In the Czech republic the Civic 
Democratic Party/ODS/occupies the 
leading role and its undisputed leader, 
Vaclav Klaus, the federal minister of 
finance is the most radical enforcer of the 
economic reforms. Following the resigna¬ 
tion from the federal government of Valtr 
Komarek, Klaus is the strongest func¬ 
tionary' in the government of the rather 
colourless Calfa. Many observen sec in 
him the next federal prime minister. ODS 
commands the suM>ort of about 20 per 
cent. Communists have about 9 per cent 
support. Social Democrats may have 


roughly between 9 and 10 per cent, 
Liberrd-Social Union—a movement con¬ 
stituted by four small parties has over 7 
per cent support. 

If we keep to the traditional division of 
left and right, which is sometimes omfus- 
ing in Czechoslovakia, the right parties 
enjoy a pronounced majority. 

A very different picture emerges in 
Slovakia. Here a party calling itself Move¬ 
ment for a Democratic Slovakia is ahead 
of all other parties. Led by Vladimir 
Medar who was the Slovak prime minister 
from 1990 to the spring of 1991—a man 
whose sole principle is the pursuit of per¬ 
sonal power—this party wiU probably win 
more than 30 per cent of the vote. The 
next in order is the former Slovak Com¬ 
munist Party renamed Party of Demo¬ 
cratic Left with roughly 12 per cent sup¬ 
port, followed by the most outspokenly 
nationalistic Slovak National Party which 
has about 10 per cent support. The fourth 
spot is occupied by the party of the pre¬ 
sent prime minister Carnogursky, the 
Christian Democratic Movement with 
roughly 10 per cent support. Hie Slovak 
Social Democrats have registered some 
gain in the recent past when Alexander 
Dubcek joined their ranks All the other 
parties including the rest of the 1990 
‘victorious’ Public Against Violence—the 
Slovak version of the Czech Civic Forum 
from which Medar seceded last year— 
cannot gather more than 3-4 per cent 
each. 

While the political crisis is the most 
visible development in the country it will 
generally be agreed on that by far the most 
important transformation the country is 
going through is the economic reform. 
This reform is as drastic a change as the 
one carried out by the communists after 
they came to power in 1948. Hrying to 
evaluate the Czechoslovak economy for 
1991 by the yardsticks of weMern market 
economies a well known economic analyst 
presented the following indicalors: grov^ 
rate of GNP fell by 16 par cent, growth 
rate of industrial production by 23.4 per 
cent, rate of inflation reached S3.6 per 
cent, money supply grew by 27.1 per cent, 
budget defidt grew phenomerudly, Ihe 
balance of payments and balance of 
foreign trade positions received further set 
backs. 

The aiudyst, a firm supporter of 
government’s economic measures openly 
admitted these data. However, be argued 
that it would be a mistake to see these 
figures as proof of bankruptcy of the 
eooDomic tiansfbnnatioo. Pro g ove rn ment 
economisu do believe there are si^ of 
improvement. In any case the problems 
caimot be attributed to the reforms alone 
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but have thdr toots in the old system. The 
degree of deptession is more connected 
with the fact that pans of industry aie not 
able to compete—they cannot expect sute 
suppon and protection any more—than 
with the reform’s restrictive steps. 

The government has, of course, placed 
its wager on the ’private sector’. Its share 
in industrial production was 2 per cent in 
1991,6.5 per cent in the building industry, 

16.4 per cent in retail trade. The first 
wave of privatisation—called ’small’— 
concerned only small units of services— 
csiwing , retail trade, small workshops and 
were sold at auctions to the highest 
bidders of Czechoslovak origin only. 
Privatisation of production units of the 
industrial sector has just commenced. 

There arc three basic methods the 
government is employing towards privatis¬ 
ing. The first is the direct sale of an enter¬ 
prise as a whole to a single new owner— 
temporarily in the few cases where the new 
owner was a foreign firm. A typical 
eounple is a detergent factory sold to Pro¬ 
cter and Gamble. 

The second method is the sale of a 
substantial part of an enterprise, usually 
to a foreign group, the rest being still held 
by the state. An—almost portentious— 
example that provoked much discussions 
was the sale to German Volkswagen of 40 
per cent shares of the well known Skoda 
car works. Volkswagen’s intention was to 
acquire migority holding within a two- 
year period. 

The third way is the now well known 
coupon method. Every citizen above 18 
years of age is entitled to buy for 1,000 
Kes a booklet representing 1,000 points. 
The indi^ual can either wholly or in part 
invest in a state-owned enterprise that is 
to be privatised or in an Investment 
Privatisation Fund. These funds thus col¬ 
lect the citizens’ money and operate with 
it by investing in privatised enterprises. 
The value of those govertunent assets be¬ 
ing privatised in the first vrave—the en¬ 
tire process will proceed in ‘waves’—is 
assumed to be around 240 thousand 
million Kes, both republics taken together. 

8.4 million citizens have bought their 
coupon booklets, of which mote than five 
million have committed to the funds. The 
privatisation proper with lists of enter¬ 
prises being offered is underway. 

The procedure is rather long and 
bureaucratic First, a ’project’ for each of 
the units is to be worked out—usually by 
the enterprise’s management, though 
anybody is entitled to do so. The project 
IS to be approved by the ministry of 
privatisation and administration of state 
property. When approved, it is ’legally 
based’; a joint-stock company comes in¬ 
to being so that shares can be registered. 


Most of the privatised units have some 
part of their shares reserved for coupon 
holders. 

The value of state property ’given’ to 
citizens amounts to aiwut 30,000 Kes per 
couponholder. A similar method is being 
followed in Poland and is envisaged in 
Rumania. The process is politically seduc¬ 
tive and meets the government’s aim of 
artificially creating something like a 
middie-class of share-owning people— 
’people’s capitalists’. It reduces the insuf¬ 
ficiency of domestic savings, yet speeds up 
the piocess of ownership transformation. 

This has disadvantages, of course It is 
hardly a substitute for genuine investors 
and transparent rmandal markets. Objec¬ 
tion was also voiced that the way was 
being cleared for foreign interests to uke 
control since dispersed shareholders can 
scarcely match the controlling package of 
foreign participants. Private enterprises 
will certainly be looking for much-needed 
foreign exchange by sim|dy raising capital. 


The participation of wage-earners of the 
given unit is actively discouraged by the 
present elite—it is being presented as a 
return to anonymous ownership under 
socialism” and to its inefficiency. There 
are very few cases where the management 
is considering it, when privatising. 
Czechoslovakia is not at a crossroads-it 
has passed the point of no return. But no 
one can see beyond sununer. The result of 
the elections—especially should the voters 
decide on a ’division’ of the country— 
may increase the difficulties of both 
republics. On the other hand both poten¬ 
tial winners, the leaders of the decisive 
parties—the conservative rightist Klaus 
and the ’leftist’, populist Meciar—are too 
pragmatic to overlook these difficulties. 
The differences may yet be patched up. 
But looking to a farther future the greater 
danger is posed by the continuing 
recession in the west that could hurt the 
newly emerging market economy of 
Czechoslovakia—as also of the other east 
European countries. 
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PERSPECTIVES 


Transnational Banks, US Power 
Game and Global Impoverishment 

Amiya Kumar Ba|;chi 

Even as the burgeojfting crises of the savings and loan associations 
of the US and of the giant securities firms in Japan are making 
the political and financial authorities of those countries con¬ 
template new ways of regulating the markets, fresh bouts of finan¬ 
cial deregulation in the third world countries are rendering their 
investment climate absolutely fetid with risk and uncertainty. 


THERE have been phases in human 
history when conflicts break out and there 
are no winners. Or, if there are winners, 
the destruction is so great that a major 
reconstruction is necessary before anybody 
gets anything out of the wreckage. The 
1930s was such a period in recent history. 
The capitalists of continental Europe west 
of the Dnieper won a bloody victory over 
the workers. But the metht^s employed 
by the Nazis and their allies were so horri¬ 
ble that other capitalist powers and, of 
course, the USSR had to fight them, and 
then engage in a long process of re¬ 
construction. It is arguable that all of 
Africa—especially west and central 
Africa—was so ravaged first by the slave 
trade, and then by the inter-imperialist 
rivalry in savagery that only a century- 
long process of reconstruction can make 
human existence with dignity sustainable 
in that continent. 

Africa has, of course, been caught up 
also in a global process of impoverishment 
that has been unleashed by the operations 
of the transnational banks, and the 
machinations of the international 
Monetary Fund and the World Bank, 
backed by the Group ot Seven, but 
especially by the US and Britain. When 
John Maynard Keynes put forward his 
proposals for an International Clearing 
Union [Keynes, 1940-44] two of his chief 
objectives were (a) to protect the interests 
of debtor nations which should not be 
forced to follow immiserising policies in 
order to solve short-run liquidity pro 
blems, and (b) to prevent the breaking out 
of the kind of beggar-my-neighbour 
policies that seemed to provide the ra¬ 
tionale for the fascist take-over of central 
Europe. Harry White, who led the US 
team at the Bretton Woods negotiations, 
may not have shared all of Keynes’ en¬ 
thusiasm for public regulation of the 
international monetary mechanism, but 
surely shared most of his concerns about 


the prevention of policies that impoverish 
everybody around in the name of markets 
or efficiency, or both. (It is perhaps not 
entirely coincidental that White should 
have been regarded as a pink and hence 
a non-person in the Truman-Eisenhower 
era.) It is ironical that the IMF, which was 
a baby delivered by Keynes and White, as 
the attendant surgeon and midwife, 
should have assumed the organisational 
and ideological leadership for implemen¬ 
ting exactly the very policies which Keynes 
tried so hard to forestall. But then history 
is not scripted by any single person—not 
even by the greatest women (or men). 

The 1980s has been a decade of misery 
for the vast majority of the people in the 
vast majority of the countries of the 
woild The misery is not yet over. There 
are few clear winners—perhaps Germany 
and Japan, and perhaps the four dragons 
of East Asia. But Germany has been less 
successful in dealing with the problems of 
the misguided communist third of its 
people than most analysts had expected. 
The Japanese economy is undergoing a 
recession. South Korea is yet to handle 
democracy and explosive growth simul¬ 
taneously. Even if we accept all the coun¬ 
tries mentioned as winners, that leaves 
more than 90 per cent of the countries of 
the world (barring China, to which we will 
turn later) in a very uncertain situation 
indeed. 

The structural adjustment policies and 
the debt rescheduling policies enforced on 
most third world countries by the IMF, the 
World Bank and the pliant governments 
of those countries have had the effect of 
impoverishing them through at least three 
mechanisms or processes. The first is the 
process which is well covered in the 
literature [see, for example, Stein and 
Nafziger 1991 and Ikylor, 1991). This is 
the resuli of the general effort to deflate 
these economics, bring down domestic ab¬ 
sorption and generate an export surplus 


at any cost. Through the working of the 
Kahn-Kcynes multiplier, the cuts in 
government expenditure have an effect of 
bringing down gross national product 
under most circumstances. Moreover, 
since these policies and the initial condi¬ 
tions which provided an excuse for those 
policies also lead to a severe import- 
compression, and since much third-world 
investment is highly import-intensive, the 
import-induced decline in investment has 
further income-depressing effects. If, in 
accordance with the intentioi)^ of policy¬ 
makers, the money and real wages of 
wage-earners also decline, then this 
redistribution towards the richer-income 
groups effects further income contraaion. 

Dec t iNt IN Terms oe Trade 

The second major process leading to 
income contraction is the decline in the 
terms of trade of the third world. This 
decline has affected exporters gt both 
primary products and manufactures 
among third world countries. The decline 
is attributable only partially to a change 
in consumer preferences which have 
shifted with a rise in per capita incomes 
in the OECD countries, from the con¬ 
sumption of food and other agricultural 
products or the cruder type.s of manufac¬ 
tures to sophisticated manufactures and 
services IVvo other factors led to the 
decline in third world terms of trade in the 
1980s. One was the highly protectionist 
policy adopted by OECD countries 
towards their traditional manufactures 
and towards agricultural products: in most 
of these areas a number of third world 
countries had gained a dynamic com¬ 
parative advantage That is, with the open¬ 
ing of OECD markets, and expansion of 
domestic demand, these countries could, 
with the appropriate investments in 
physical plant, infrastructure and human 
skills, outsell most of the OECD countries 
in ail markets. The final factor depress¬ 
ing the terms of trade of third world coun¬ 
tries was what has been aptly styled the 
‘transfer burden of debt’ [Sarkar, 1991]. 
The sustained effort to force all highly 
indebted third world countries to service 
their debt at the inflated rates of interest 
that became current in the 1980s in turn 
led to an unloading of a narrow range of 
products by those countries in a stagnant 
or even contracting world market. This in 
turn led to a precipitous drop in the prices 
of most primary products (including oil, 
in most years) and of the simpler types of 
manufactured products. This in turn led 
to a massive shift in the distribution of 
income as between the OECD countries 
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and most third world countries. This shift 
in global income distribution as between 
the third world and the OECD countries 
may not end there As US competitiveness 
in most branches of manufactures con¬ 
tinues to decline, the US government sup¬ 
ported by most international monetary 
and banking institutions may force a shift 
in the terms of trade between manufac¬ 
tures and technology-intensive services. 

As Kaldor [1976] had pointed out, a 
sudden and massive shift in terms of trade 
between primary and manufactured pro¬ 
ducts itself leads to major dislocations of 
economic activity. This kind of disloca¬ 
tion can occur at a later stage also if the 
terms of trade shift not between agri¬ 
cultural produas and manufactures but 
between manufactures and services. The 
basic reason is that besides leading to a 
decline in the real incomes of vast 
numbers of people, such a shift confuses 
all signals for long-term investment, and 
requires redirection of marketing and in¬ 
frastructural facilities—a redirection that 
can only be effected over a iongish period 
of lime. The US and its Group of 7 allies, 
after forcing a redirection of terms of 
trade between agricultural and manufac¬ 
tured products, are now seeking to force 
a redirection of terms of trade against 
agriculture and manufactures together 
and in favour of services. This is likely to 
harm the few successful NlCs, besides 
further impoverishing those third world 
countries which have already suffered im- 
miserisation on a massive scale. 

1 have used the word ‘force’ in this con¬ 
text quite deliberately. For, at the back of 
all debt rescheduling and structural ad¬ 
justment exercises there has been an im¬ 
plied or explicit threat of imposition of 
comprehensive economic sanctions in case 
a country refuses to pay up. Moreover, as 
the Gulf War demonstrated, the US is 
prepared to use its massive military might 
in order to gain its economic ends. 
American policy-makers have found it dif¬ 
ficult to convince even their own people 
that the defence of the interests of the 
miserable Emirs of Kuwait was equivalent 
to the defence of democracy. Nearer 
home, the American attempt to prevent 
technical collaboration between 
Glavkosmos and ISRO shows how far the 
US government is prepared to go in order 
to retain its near-absolute superiority in 
all ueas of military technology. Of course, 
in this case they were threatening two 
countries whose governments had already 
voluntarily accepted defeat by the US and 
its minions. 

One reason for the damaging effects of 
the terms of trade shifts between agri¬ 
culture and industry, which we have refer¬ 
red to above, is the difference in the 


market structures of the two sectors. 
Agricultural products are sold under con¬ 
ditions of price-taking, whereas industrial 
products are typically sold in oligopolistic 
markets. When services and technology 
generation emerge as the frontiers of 
growth in advanced ca|>italist economies, 
they cannot automatic^y claim that kind 
of market dominance over all manufac¬ 
tures (though some of the older manufac¬ 
tures are^ now sold by price-takers) or over 
all other competitors. Hence two kinds of 
force are used to achieve a dynamic priori¬ 
ty over manufactures and sellers of ser¬ 
vices from other countries. One is to pro¬ 
ject the needs of US banks as the needs 
of world liquidity, and the needs of US 
trade as equivalent to the needs of world 
trade. It is not accidental that even while 
the US was losing its edge in frontier areas 
of manufacturing, the percentage of long¬ 
term public debt denominated in dollars 
continued to increase. In 1974, the percen¬ 
tage of long-term debt denominated in 
dollars was 65.1; by 1983 the figure had 
increased to 76.3 [IBRD, 1985, p 22|. The 
second means, of course,-was for the US 
to claim the world monopoly of violence 
over all other countries. The capacity of 
wielding financial and physical force on 
such a scale, of course, also cemented the 
loyalty of the rich of most countries to the 
aspirant for the rulership of the world. 

Fai lacy of Financial Li beralisation 

There is yet a third major process of im- 
miserisation that has been acting in th^ 
third world tha' has been undergoing 
structural adjustment as conceived by the 
IMF and the World Bank. One major 
component of such policies is the so- 
called financial liberalisation. Under this 
set of measures, rates of interest arc 
allowed to find their levels as determined 
by the market, most quantitative restric¬ 
tions or regulations in the form of selec¬ 
tive credit control or priority sector len¬ 
ding are withdrawn, all subsidies to keep 
financially unviable operations arc 
drastically reduced, if not eliminated 
ahogether, and there is a general ban on 
subsidies to agriculture, public distribu¬ 
tion system and secondary or higher 
education. There is a general theoretical 
fallacy underlying most schemes of finan¬ 
cial deregulation, and that fallacy is that 
there can be such an entity as a purely 
competitive market for credit. Since ex¬ 
tending credit is necessarily a forward- 
looking operation, the rate of interest and 
terms are adjusted to reflect the lender’s 
assessment of the riskiness of the par¬ 
ticular loan operation in respect of pay¬ 
ment of interest or amortisation and of 
the ultimate recovery of the loan. The in¬ 
formation on either side of the negotiating 


table is necessarily imperfect and asym¬ 
metric As is well known, even if there is 
an equilibrium in such a market, it need 
not, and generally will not, produce any 
of the nice characteristics of Puetq 
efficiency so beloved of neo-classical 
economists [see, for example, Stiglitz and 
Weiss, 1981). 

In economies in whidi the vast majority 
of borrowers are likely to be unequally 
placed (in terms of bargaining prowess) 
in relation to the small group of lenders, 
the problem of malfunctioning of credit 
markets is likely to be endemic When, on 
top of that, under the IMF-World Bank 
diktat, the banks decide to raise their rates 
of interest and to foreclose on the loans 
of all borrowers judged to be defaulters, 
small and big businesses start folding up, 
even before the downward spiral of con¬ 
tracted expenditures has begun to hit pro¬ 
duction and employment in the real 
economy. This financial crunch has not 
only the effect of increasing the cost of 
production of all units dependent on 
credit but will also have the effect of 
rationing out many firms, especially small 
ones, in the first round. It has in fact been 
suggested that such a squeeze on the 
workings capital of rationed firms may 
cause supply to shrink faster than de¬ 
mand, thus creating a situation under 
which costs go up (as the higher effective 
rates of interest bite), prices also rise (as 
supply contracts) even as demand con¬ 
tinues to fall [Blinder, 1987). When a. 
country is already in a state of stagflation,. 
as most countries of sub-Saharan Africa 
and Latin America in the I98()s were, the 
renewed debt-crunch is likely to accentuate 
such a state. This has been a major fac¬ 
tor behind the failure of structural adjust¬ 
ment measures to cure inflation in third 
world countries. For, most third world 
agriculture is still landlord-infested; that 
reduces the long-term elasticity of the 
supply of agricultural products, especially 
of food products consumed by the poor. 
Moreover, agriculture typically needs 
more working capital than industry 
because of its long production cycle. 
Hence a credit crunch especially hits a sec¬ 
tor which is already bedevilled by the 
prevalence of non-market constraints, 
uncertainty and scarcity of working 
capital. 

Eiconomists have begun to notice for 
some time that bank failures and mal¬ 
functioning of Financial markets played 
a major role in aggravating, if not trig¬ 
gering off, the Great Depression of the 
1930s [Bernanke, 1983). Bank failures ag¬ 
gravate the debt crisis of firms, especially 
of small business and agriculture. The 
failure or contraction of one bank could 
cause another bank also to fail or to 
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contract. 

The depression of the 1930s was pro¬ 
longed because virtually every important 
policy-maker, and every banker believed 
that balanced budgets, solvent customer 
accounts and adherence to the gold ex¬ 
change standard were the ultimate test of 
soundness of economic management [cf 
Kunz, 1991], That those policies did not 
lead to global melt-down was because 
politicians in the US. Sweden, and many 
other European countries as well, under 
the pressure of their constituents, violated 
those canons of orthodoxy. Then there 
were the third world countries of Brazil, 
Argentina, etc, which adopted protec¬ 
tionist and anti-contractionist policies. 
Finally, the Soviet Union and Japan in 
their very different ways refused to 
passively give in to the gold exchange 
standard or to the freewheeling global 
economy. 

In the current situation, the counter¬ 
pressures Irom the competitors of the US 
have been absent. And now third world 
governments are being prevented from 
canvassing or implementing the damage- 
minimising measures that were being 
adopted in the 1930s by virtually all coun¬ 
tries; and while in the spirit of beggar-my- 
neighbours, the Group of 7 are still 
operating huge subsidy schemes for their 
pampered farmers and extending the ef¬ 
fective protection enjoyed by their declin¬ 
ing industries, the indebted third world 
countries are being forced to dismantle 
their minimal apparatuses of producer 
and consumer subsidies or social in¬ 
surance, and to open their impoverished 
markets for the benefit of transnational 
traders and manufacturers, in the same 
fashion, even as the burgeoning crises of 
the savings and loan associations of the 
US. and of the giant securities firms in 
Japan are making the piolitica] and finan¬ 
cial authorities of those countries con¬ 
template new ways of regulating the 
markets, fresh bouts of financial deregula¬ 
tion in the third world countries are 
rendering their investment climate ab¬ 
solutely fetid with risk and uncertainty. 

The forcing of structural adjustment 
policies down the throats of the peoples 
of the third world have led to an enor¬ 
mous degree of impoverishment in many 
of those countries, where per capita 
incomes in 1991 were down to the level of 
the 1970s, if not .some earlier date still. 
What is more, the structural adjustment 
regime has damaged investment much 
more fatally than current consumption 
levels. Thus prospects of recovery in the 
medium term are also bleak; the in¬ 
frastructure has deteriorated, the environ¬ 
ment has been further polluted, resources 
have been depleted, and relative and often 


absolute levels of human development as 
measured by longevity, average body 
weight, literacy, and average educational 
attainment have gone down. Both private 
business and social existence have become 
more risky because of the spread of 
criminality and violence. 

DUNKtl PROPO-SALS 

The US and iis allies, but especially the 
US have gone further and pursued 
strategies that are likely to permanently 
lower the growth rate of the world 
economy, and make it impossible for the 
vast majority of the people of the world 
to ever enjoy a decent human existence. 
These strategies centre round their ploy to 
engross the fruits of all innovations in 
future. The proposals contained in the 
Dunkel Draft (or the Dark Draft, to return 
Arthur Dunkel to his origins) amount to 
nothing short of the claim that the US and 
its allies will not only enjoy most of the 
profits from any existing innovations, but 
will also be able to prevent any newcomer, 
who does not already enjoy an enormous 
financial clout, from profitably engaging 
in any R and D activity that is remotely 
connected with any patents held by a firm 
domiciled in an OECD country. Most of 
the public R and D expenditure in such 
countnes as India will lose their rationale, 
it is already highly costly for any Indian 
research organisation to take out a patent 
in an OECD country: it costs at least US 
S 25,000 to register an invention in the US. 
In future, few such organisations will be 
able to take out patents within their home 
countries also. Even if they can take out 
a patent, they will not be able to work the 
innovation without the say-so of the 
transnationals from the OECD countries. 
Thus apart from ail the cost-raising effects 
of the implementation of the Dunkel pro¬ 
posals, and the contractionary effects on 
current production, in, say, agriculture, 
that have already been noticed in the 
Indian context, the Dunkel regime will 
also deprive most publicly funded R and D 
activity of its rationale. Since in most third 
world countries, the government is virtual¬ 
ly the sole financier of research, very lit¬ 
tle R and D activity will be conducted, 
especially when all governments are en¬ 
joined to curtail their expenditures heavily 
by the IMF-World Bank lobby. 

This effect, apart from being disastrous 
for third world countries, is also bad news 
for the world as a whole. For, on the one 
hand, most innovations have multiple 
origins (the wireless was supposed to have 
been invented by J C Bose, Marconi and 
Popov), and scientific or commercial com¬ 
petition sp^s up iimoyation and reveals 
new directions (as Mppened with the 


desperate attempt of Crick and Watson, 
to catch up with and beat Linus Pauling, 
who came very near to discovering the 
structure of the DNA molecule). It is not 
an accident that major innovations in 
history have come in clusters (whether 
such clusters are at the heart of a long 
wave in history is a different matter 
altogether; see, in this connection. Van 
Duijn, 1983). One of the most significant 
clusters of inventions—that in the field of 
semiconductors—occurred because of 
intense rivalry between firms which were 
shamelessly stealing one another’s best 
brains [Braun and Macdonald, 1982]. On 
the other hand, many innovations arc only 
local variations and adaptation to local 
conditions [Atkinson and Stiglitz, 1969). 
It has been claimed, for example, that 
Britain’s continued specialisation in tex¬ 
tiles way beyond the point where relative 
international wage levels seemed to war¬ 
rant such specialisation was due to its' 
path-dependent skill and capital endow¬ 
ment [Elbaum, 1990]. It has been shown 
that learning by doing and learning by 
using are potent sources of productivity 
growth m a wide range of industries and 
organisational set-ups [Arrow, ]%2; 
Rosenberg, 1982]. 

But learning by using, learning by do¬ 
ing, idiosyncratic, path-dependent pro¬ 
ductivity growth, and the patient search 
for unconventional solutions to research 
problems all require a stable economic en¬ 
vironment, in which long-term invest¬ 
ment, learning and research strategies have 
room for play. The IMF-inspired struc¬ 
tural adjustment regimes are effectively 
aimed at destroying all basis for long-term 
calculations and creating instability all 
round As I have argued earlier [Bagchi, 
1991 j, there is a conflict in the heart of 
capitalism between the imperative of long¬ 
term productivity growth, which requires 
capital goods and human resoufees to 
have time for growing in sophistication, 
skill and versatility and the requirements 
of capital as finance which seeks out the 
most profitable opportunities at any 
moment of time. The UK lost her tech¬ 
nological leadership when her financial 
sector got the better of her manufactur¬ 
ing in that resolution of this contradiaion 
which favoured the bankers; the latter 
were channelling British savings abroad 
even when the effective rates of long-term 
profit were higher at home. A very similar 
fate has overtaken the US: the extreme 
mobility of capital encouraged by 
Reaganite economic policy has damaged 
the roots of US productivity growth. Not 
only did the US in its pursuit of military 
goals neglect research aimed at the civilian 
seaor of the economy; it also had perforce 
to look on as the higher interest rate at- 


Economic and Political Weekly May 30, 1992 


II3S 



traded finance to the US from all over the 
world, raised the value of the dollar over 
Its long-run productive power parity (this 
phrase is coined in analogy with purchas¬ 
ing power parity), and sacrificed the in¬ 
terests of US industry to those of the 
handlers of funds. The US became the 
fund-broker of the world as Germany and 
Japan went on deepening the foundations, 
of productivity growth in their home 
ground. 

However, the alarming denouement of 
the story so far is that the US is bent on 
imposing its suicidal policy on the rest of 
the world, and on particularly that part 
of the world which can least afford to 
allow finance and punter capital to 
destroy the already shallow foundations 
of productivity growth and a more 
equitable income distribution in their own 
countries. NWe can only shudder and recall 
the words of Stokeley Carmichael that to 
accept US leadership in world affairs is 
to ride in a plane piloted by a man whom 
you know to be mad. But, of course, 
behind the pilot is the company which put 
him there. And the company is that of all 
footloose controllers of finance whose 
motto is, ‘Love money, will travel, will kill 
and will destroy, if it brings more money’. 
Even for more money to represent more 
real wealth for the controllers of produc¬ 
tive industry, such forces have to be stop¬ 
ped. The working classes and scientists of 
advanced capitalist countries have as 
much stake in this struggle to wrest 
hegemonic control from the clutches of 
the generals, the financiers and the arms 
merchants as the peasants, the workers, 
the scientists and technologists and the 
most deprived peoples of the third world. 
(The most deprived include the paupers 
who have no hope of ever earning a living, 
most of the women and the tribal peoples 
who are subjected to different degrees of 
internal colonialism.) 

There are a few countries such as 
China, and Japan and Germany which 
seem to pose a challenge to the destruc¬ 
tive US hegemony sketched above. But can 
China allow creeping privatisation, and 
yet resist the pressure of the international 
carpet-baggers? Or can East Asia it.self 
become a new capitalist heartland so that 
the mobility of East Asian capital remains 
restriaed within that region? Must the 
price for such productivity-augmenting 
regulation of capital mobility be the ac¬ 
ceptance of authoritarian capitalism, in 
place of authoritarian state socialism, 
and the repression of all democratic 
movements in the name of 'order and pro¬ 
gress’ (the motto of the 19th century 
Positivists)? 
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REVIEWS 


Sharecroppers’ Movement in Bengal 

Ranajit Das Gupta 

Sharecropping and Share Croppers' Struggles in Bengal 1930-1950 by 
Adrienne Cooper; K P Bagchi and Company, Calcutta; pp 360, Rs 225. 


THE book under review is an important ad¬ 
dition to the literature on evolution of 
sharecropping (bar^a system) and sharecrop¬ 
pers’ {bargttdars or adhairs) struggles in 
Bengal during the flrst half of the 20th cen¬ 
tury with special focus on the lebhaga move¬ 
ment of l!>46-47. Adriene Cooper combines 
the methods of oral history, particularly in¬ 
terviews with leaders and activists of the 
movement, with conventional ones like con¬ 
sultation of archival materials as well as of 
secondary sources. 

After the introductory first chapter, the 
study is broadly divided into two sections. 
The first section (chapters 2 and 3) deals 
with the origins and mechanisms of growth 
and development of shasecropping in 
Bengal. The second section (chapters 4, 5, 
6 and 7) is concerned with the political 
dimension and makes a detailed examina¬ 
tion of the sharecroppers' discontent with 
their exploitation and oppression and ar¬ 
ticulation of their discontent during the 
period 1930-50. 

The two chapters in the first section pre¬ 
sent a broad survey and analysis of share- 
cropping which had evolved as "a significant 
form of tenancy before the period under 
review” (p 3) and the factors that contributed 
to its extension. Though sharecropping wa.s 
widespread in Bengal, there were, as shown 
by Cooper, considerabie regioiuil variations 
in the forms and intensity of sharecropping. 
While, generally speaking, sharecropping ex¬ 
panded within the formal framework of the 
Permanent Settlement, the ways in which it 
grew differed from region to region and area 
to area. Furthermore, in two frontier 
areas—Duars in Jalpaiguri district in north 
Bengal and Sundarbans in the south—it 
grew outside the Permanent Settlement and 
in areas in which land was reclaimed from 
jungle and wastes by socially and econo¬ 
mically marginalised social groups like 
Rajbansis, Koches and Paiiyas, immigrant 
Sanial, Munda and Oraon tribes and 
Muslims having low caste origin. Cooper 
argues that despite variations, two processes 
common to almost all the regions and areas 
were the polarisation among the peasantry, 
pauperisation of the poorer peasants and 
transfer of landholdings to non-agriculturists 
(pp 44. 57) and the entrenching of “a 
category of rural elite comprising landlords, 
traders, moneylenders and upwardly mobile 
raiyats” (p 62), a category commonly refer¬ 
red to as Jotedar. Under the impact of the 
depression, war and famine these processes 
were in operation throughout the 1930s and 
1940s. 

In this connection Cooper explores closely 
both the economic and non-economic facets 
of the landlord-sharecropper {joiedar- 


bargadar) relationship. Particularly impor¬ 
tant is the analysis of what she characterises 
as the ‘dependency relationship’ of the 
sharecroppers with their landlords and its 
different aspects. She shows that while the 
primary form of exploitation, that is, the 
appropriation of surplus in the form of pro¬ 
duce rent through temporary and oral share 
contract with constant threat of eviction was 
the basis of the dependency relationship, the 
secondary forms such as begar or unpaid 
labour service rendered by family members, 
abwabs or deductions from the sharecrop¬ 
pers’ share of the crop on various grounds 
and chronic indebtedness for both consump¬ 
tion and pnxluaion requirements reinforc^ 
this relationship. Non-economic mechanisms 
such as paternalistic practices, exercise of 
various forms of social and economic power 
of the landlords including physical coercion, 
wielding of control over various aspects of 
the sharecroppers’ lives, and sexual exploita¬ 
tion and oppression reinforced their 
subordination. 

Cooper’s analysis in this .section, however, 
is not free from shortcomings. l\vo of these 
need particular mention. One is that she has 
sought explanations of the growth of 
sharecropping and. dependency relationship 
primarily within the agricultural economy 
and has failed to link this growth with 
changes in the non-agricultural sector. 
Though she has spoken of the colonial con¬ 
text, she does not even touch on what l^ha 
Chatterjee has referred to as “a constraint 
fundamentally related to the fact of colonial 
rule in India, viz, the absence of a growing 
non-agricultural sector which could absorb 
the surplus labour from agriculture” 
[Chatterjee 1982, pp 203-04]. Another one 
is that she has not attempted to differentiate 
between the various groups within the 
category of landlords or jotedars engaging 
sharecroppers su'-h as proprietors or tenure 
holders cultivating the land in their posses¬ 
sion on crop-sharing basis and ryots sublet¬ 
ting their land to sharecix^pcrs and the bear¬ 
ing of such differentiation on the sharecrop¬ 
pers’ movement. 

Sharecroppers’ Struc,c.les 

The most significant part of Cooper’s 
study is the second section, particularly the 
two chapters (chaplers 5 and 7) dealing 
respectively with the tebhaga agitation of 
1946-47 and patterns of sharecroppers' 
struggles. Some of the themes covert are 
the foUowing; initiation and spread of adhtar 
struggles: the fluctuating basis of sharecrop¬ 
pers’ mobilisation; forms and mechanisms 
of adhiar agitation; nature and limits of 
leadership; relationship between organisa¬ 


tion and autonomy; class and community 
and autonomy; class and community dimen¬ 
sions; and charaaer and assessment of these 
struggles. 

With a wealth of evidence Cooper 
highlights the tensions and conflicts existing 
between landlords (jotedars) and sharecrop¬ 
pers for many decades and shows that the 
latter resorted to diverse and myriad forms 
of protest and struggle much before the 
historic lebhaga movement and the forma¬ 
tion of the Bengal Provincial Kisan Sabha 
(BPKS) in 1936 under the broad direaion 
of which the movement had taken place. In 
chapter 4 she has narrated and analysed in 
considerable details the localised and inter¬ 
mittent sharecroppers’ struggles that had 
occurred even prior to mid-1930s. As shown 
by her, there were a few cases where the con¬ 
text of nationalist agitation under the 
auspices of the Congress and the emergence 
of the Krishak Praja Party as a vehicle for 
the articulation of aspirations of the Muslim 
substantial peasant groups encouraged the 
sharecroppers to raise their demands. But 
neither the Congros leadership nor the KPP 
leadership were favourably disposed to their 
struggles and most of these struggles were 
relatively autonomous in relation to the 
world of organised politics. The frontier 
districts of north Bengal witnessed in 
1939-40 accentuation of tensions and con¬ 
flicts between sharecroppers and their 
landlords around the demands for interest- 
free seed and consumption loans, abolition 
of abwabs or illegal exactions and stacking 
of harvested crops at the sharecroppers’ 
kholan or threshing floor. These and the 
subsequent famine-relief activities and anti- 
hoarding campaign prepared the ground for 
the widespread and militant lebhaga move¬ 
ment of 1946-47. In the immediate post¬ 
independence years of 1948-50 there was 
another spate of sharecroppers’ struggles, 
but these remained localised and failed to 
exhibit much vigour (chapter 6). 

An important feature of the sharecrop¬ 
pers’ struggles was that these had caste, com¬ 
munity and tribal dimensions as well as 
horizontal and class dimensions which at 
times not only overlapped but also reinforc¬ 
ed each other. Even in the tebhaga move¬ 
ment the comm unity/caste ethnic dimension 
was of some relevance in the mobilisation 
of sharecroppers. But in many areas, par¬ 
ticularly in the Rajbansi and/or tribal areas 
of north Bengal, class unity of poor 
peasants, sharecroppers and agricultufal 
labourers transcended community/caste 
identities (pp 255-60). 

Some historians, for example, Jnabrata 
Bhattacharya, D R Dhanagare, Sugata Bose 
and PWer Custers have tried to underplay the 
significance of the lebhaga movement and 
even to deni^ate it. Cooper’s study raises 
serious questions about such views. Bose has 
spoken of a “tebhaga mythology” [Bose 
1986, 271] and has contended that the move¬ 
ment assumed any significant proportion in 
only the three north Bengal districts of 
Jalpaiguri, Dinajpur and Rangpur and the 
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Sundertwiu in tlie louth. But drawing on 
offldal itpoita, oontemporary newspaper ac¬ 
counts and extensive interviews with 
numerous peasant activists. Cooper has 
argued that it “was an unprecedented move¬ 
ment of share c roppers” (p 2) aimed at reduc¬ 
tion of rents from one-half to one-third 
shares of the crop and encompassed all the 
districts of undivided Bengal except three or 
four, although its extent and intensity varied 
hom district to district and from area to area 
even within the same district. 

History and incidence of sharecropping 
had signiHcant bearing on the spread and 
intensity of the movement. But, as shown 
by Cooper, it would be misleading to draw 
any exact correlationship between the degree 
of sharecropping and the extent of move¬ 
ment. “Factors other than the history and 
incidence of sharecropping” (p 243) such as 
previous history of movement of poor 
peasants and sharecroppers and Krishak 
Samiti organisation as as the communi¬ 
ty, caste and ethnic features of the peasants 
“were critical" in affecting the spread and 
quality of the tebhaga struggle. 

Contrary to Bose's argument. Cooper’s 
study shows that the movement created 
tremendous enthusiasm among the poor 
peasants and sharecroppers and it “chang¬ 
ed people’s lives and attitudes” in many 
ways. The sweep and impact of the move¬ 
ment were demonstrate, among other 
things, by the activist and militant role of 
women in it. The activities of the Knshak 
Samiti and the tebhaga struggles helped 
greatly to widen their social and political 
horizon and encouraged them to struggle 
against sexual exploitation and discrimina¬ 
tion. As emphasised by Cooper, “during 
struggles women were able to reject the con¬ 
straints that previously held them back from 
participation in activities" (p 272). 

The signiricant impact of the tebhaga 
movement is also clear from the fact that the 
classes which came to power in the divided 
parts of Bengal were compelled to make im¬ 
portant legal concessions to the sharecrop¬ 
pers, although implementation of these took 
many years of further struggles. 

CPI AND Tebhaga 

Cooper also examines the role of the 
Communist Party of India and BPKS in the 
tebhaga movement. The government con¬ 
sidered that the movement was the result of 
manipulation by outside agitators, speci¬ 
fically communist organisations. Bhat- 
tacharya and Bose have argued along similar 
lines. They have contended that “the deci¬ 
sion of the Communist party to align itself 
with the tebhaga agitation.. . [was] wholly 
extraneous to agrarian questions in Bengal” 
and “was an attempt by the party to 
rehabilitate itself having ^ienated Indian 
public opinion because of its war-time col¬ 
laboration with the British .. |Bose 1986, 
p 263-64, fn 33]. According to them, the 
BPKS decision was virtually imposed on the 
sharecroppers. Cooper’s account and 
analysis go against such views. The detail¬ 
ed narration of the unfolding of the tebhaga 
movement reveals the close and complex 


interplay between the relatively spon¬ 
taneous/autonomous initiatives of the 
sharecroppers and local level activisu and 
pre ssur es from bdow and the provincial CPI 
and BPKS leadership. Much before the 
formal BPKS decision to launch the agita¬ 
tion was taken in September 1946 such 
. pressures were being manifested in numerous 
actions around specific sharepropper issues 
like demand for reduction or even abolition 
of interest on consumption loans, resistance 
against landlords’ exactions in addition to 
the half share and for adoption of poor 
peasants’ demands as a priority (pp 167-68). 

Behind the decision to start the movement 
undoubtedly there were some political con¬ 
siderations, but these were not what have 
been suggested by Bhattacharya and Bose. 
The decision was partly influerioed by a CPI 
Central Committee resolution which preced¬ 
ed the BPKS decision and reflected its 
understanding that a revolutionary situ|tion 
had arisen.* But no less important was the 
compulsion arising out of the urgent need 
for fighting the danger of communalism, a 
consideration highlighted by Cooper (p 168). 

Dhanagare and several other scholars have 
viewed the movement as only a partial 
economistic movement of limited nature 
which failed to grow into a political strug¬ 
gle. This has been considered as a major 
reason for the alleged failure of the move¬ 
ment. Some of the main features of the un¬ 
folding of the movement highlighted by 
Cooper contradict this understanding. Bnef- 
ly, these were the following. The movement 
was launched in October-November 1946 in 
selected areas having a tradition of peasant 
movement and Krishak Samiti activities 
since 1938. It took the forms of collective 
harvesting, stacking and threshing of crops 
at panchayat (collective) or the sharecrop¬ 
pers’ kholan instead of at the landlords’ 
kholan which was the prevalent practice and 
enforcement of tebhaga through mass 
mobilisation and help of /arhi-armed 
volunteers. 

With the success witnessed in those areas, 
new sections, most of whom were previously 
not involved in Krishak Samiti activities and 
in the early phase of the movement, got 
enthused and actively participated in it. The 
agitation rapidly spread to areas not having 
any tradition of sustained Krishak Samiti 
activities or even to areas where the Samiti 
was non-existent. The gazetting of the 
Bargadar Bill by the Muslim League govern¬ 
ment of Bengal having provisions for reduc¬ 
ing the share paid by the sharecroppers to 
one-third and protection against eviction in 
late January 1947 was view^ as a major vic¬ 
tory and gave a tremendous fillip to the 
movement. Since in many areas the paddy 
had already been stacked in the landlords’ 
kholans, in early February the movement 
took the form of kholan bhanga or forcible 
taking away of paddy to the adhiarf piaces 
to enforce tebhaga. The state machinery 
responded to this with brutal repression. 
Despite the BPKS’s declared policy to avoid 
confrontation as far as possible, “the 
dynamics of the struggles provoked clashes 
with the police and landlords”. Within a 
broad framework laid down by the BPKS, 


“there was great variety and fledbility in the 
course of the struggles... [and] local strug¬ 
gles took their own paths according to the 
tactics of the sharecroppers, the landlords’ 
response, official interventioii, result of 
negotiations, police repression and other 
specific factors” (p 178). The BPKS which 
did not anticipate the extent and intensity 
of response to the tebhaga call was forced 
to sanction the tactics and forms determin¬ 
ed by the tebhaga or local Kisan Samitis; in 
many places the sharecroppers acted on their 
own or under the local-level leadership. 

Dhanagare has asserted that “on no oc¬ 
casion did [the movement] seem to have 
threatened t^ very structure of authority or 
the system they were part of” [Dhaiugare 
1983, p 170). He has alw claimed that in the 
leMaga struggle these was no extensive pea¬ 
sant violence and that this feature indicated 
the limiution and non-militant character of 
the strug^ Cooper’s account brings out the 
irrelevance of such criticisms and of 
‘violenoe/non-violence’ or ‘militancy/non- 
milltancy’ dichotomy. She shows that in 
January-Fdmuiry in many areas the tebhaga 
movement was transformed into a virtual 
rebellion on the part of the sharecroppers 
and rural poor against all established 
authority, in such areas “they were ^le. for 
some time, to control not only the division 
of the crops, but also many other aspects of 
village life’’ (p 180). In such areas called 
tebhaga etaka (area) or liberated areas there 
were ‘attempts to set up parallel govern¬ 
ments’, the tebhaga committees functioned 
as village courts, landlords fled to the towns, 
the entry of police and other government of¬ 
ficials was barred and the rebel sharecrop¬ 
pers and poor peasants assumed new roles 
and power (pp 180-84). That the agricultural 
labourers to whom the demand for tebhaga 
did not mean any immediate gain rallied to 
the movement showed the wider dimension. 
Thus what began as an economic struggle 
before long took a political character. The 
agitation, contrary to what Dhanagare and 
some other scholars have stated, “sought to 
change a dependency relationship” (p 282), 
challenged different aspects of this relation¬ 
ship, “aimed to change their position in the 
socio-economic structure of rural Ber^... 
chaUenged landlord power as well as profit” 
(pp 282-83) and by putting forws^ the 
slogan of land to the tiller wanted a funda¬ 
mental change in agrarian relations. “In the 
context of imminent independence, the 
demands were easily linked to the wider 
issues abolition of landlordism and getting 

* The resolution adopted by the Central Com¬ 
mittee in a meeting held from July 23 to 
August S, 1946 stated that the freedom strug¬ 
gle had entered “the revolutionary phase” 
and pointed out, among other things, that 
“the peaatuitry is lagging behind the work¬ 
ing class in this phase of mass upheavals”. 
The resolution entitled 'For the Final 
Assault. Ihsks of the Indian People in the 
Present Phase of the Indian Revolution’ was 
published in the CPI weekly tAeople’s Age, 
August 18, 1946. (See in this connection Sen 
1972, p 35; Das Gupta 1992, p 224.) Cooper, 
however, does not make any reference to this. 
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rid of the British” (p 283) I bus the movt 
merit exhibited cuiuidciablc rcvc.iuiionaiy 
potential. 

The realisation of this potential was cir¬ 
cumscribed partly by the acute communal 
cleavage prevailing in late 1946-early 1947 
(p 260). It is, however, significant that by and 
large the movement was not deflected bv this 
cleavage into any violent Hindu-Muslim 
conflict. 

Custers has held the provincial leadership 
of the CPI and Krishak Sabha responsible 
for the non-fulfilment of the potential and 
accused them for deserting the struggling 
peasants [Custers 1987). Cooper’s analysis, 
though brief, is a refutation of these 
criticisms. Due, the leadership had con¬ 
siderable confusion about the course of ac¬ 
tion to be pursued in an extremely complex 
political and economic situation prevailing 
in late 1946 to early 1947. Cooper draws at¬ 
tention to it. But could confusion and in¬ 
adequate understanding be equated with 
‘desertion’? 

l.EADtRSHIP AND iNniATIVt 

An issue which has received considerable 
attention from the historians of lehhaga is 
that of the leadership and initiative. 
Dhanagare has taken the view that any 
potential for leadership was absent among 
the bhargadars (Dhanagare 1981, p 173). 

Bose slates that in both 1939-40 and 1946-47 
phases of the sharecroppers’ struggles 
against the jotedars in north Bengal the 
initiative was taken by an undeflned category 
of bigger adhiars [Bose 1986, p 263], a con¬ 
tention for which no evidence has been ad¬ 
duced. Hamza Alavi has hypoihesi.sed that 
the tebhaga was a movement imtiaied by the 
middle peasants and later drew in the 
sharecroppers and that the poor peasants 
were the least militant category [Alavi 1973, 
pp 321, 324, 333J. Cooper’s study disproves 
such contentions. She refers to four 
categories of leaders and acuvists: educated 
middle class commumsi and Krishak Samiti 
mobilisers; rural cadres coming from middle 
peasant or relatively better off peasant 
background; and sharecropper and other 
poor peasant activists; and in some cases 
agricultural labour militants (p 261). Her 
analysis (pp 261-69) shows that the role of 
these different groups changed from stage 
to stage of the movement Initially educated 
middle class cadres played a cntical role in 
the planning and mobilisation of the move¬ 
ment. Some writers, for example, Custers, 
have tried to run them down [Custers 1987). 
Cooper’s work shows that these cadres by 
their dedication to the cause of (he poor 
peasants’ struggle and attempts to identify 
themselves with the life and aspirations of 
the rural poor in which thar success was not 
insignificant (p 263) earned the confidence 
of the latter. Later, while the middle class 
activists continued to haw a sigmficant po.si- 
iion at the district-level organisation, the 
middle peasant activists came to take the 
initiative and provide leadership. But, as the 
movement progressed and became increas 
mgly militant, sharecroppers and poor 
peasants emerged as leaders, particularly of 


sjiecific local and village-level actions such 
as harvesting of crops, threshing of paddy 
and militant resistance to jotedar-po\\ce 
counter-offensive. In several areas rural 
labourers played an active and leading role 
and even laid down their lives. 

With regard lo the analysis of the move¬ 
ment some weaknesses of the study, however, 
iunu o'.i and one cannot escape the feel¬ 
ing (hai some aspects have not been con¬ 
sidered in depth bor example, the different 
roles of various rural groups such as 
landlords, proprietors and tenure-holders, 
various categories of tenants, the category 
usually referred to as middle peasants and 
sections engaged in occupation not primarily 
exploitative (e g, teaching) in relation to the 
tebhaga movement and their implications 
for the rural economy and politics have not 
been explored adequately. A strikipg feature 
that emerges from the work is that the poor 
peasant activists who played a memorable 
role did not have any place not only in the 
provincial Krishak St^ha/party organisation 
but even at the district-level bodies. Why was 
it so? What were the implications of this 
absence fo.'' the movement? Such questions 
have escaped C'ooper’s study. Furthermore, 
her analysis of the respective roles of middle 
peasants and poor peasants suffers from in¬ 
consistencies. While she lends support to 
Alavi’s middle peasant thesis (p 265), the 
account and evidence provided by her go 
against this thesis. 

In her discussion of caste, community and 
ethiiic allegiances (pp 249-60) she has tend¬ 
ed lo exaggerate the role of these Several 
Studies show that at least in the districts of 
Jalpaiguri, Dmajpur and Kangpur the 
Rajbansi-Kshatriya movement was of no 
avail in preventing conflicts between 
kajbansi jotedars and Rajbansi adhiars )Sen 
1972; Bose 1986, p 258). In many areas 
Hinduiscd Rajbansis united with Islamised 
Rajbansis, lower caste Hindus with Muslims, 
Oraons with other tnbaLs (Sanials, Mundas), 
Hajong tribals with Muslims as poor 
peasants, sharecroppers and agricultural 
labourers and thus class solidarity of the 
poor peasants and agncultural labours often 
transcended tnbal/castc religious communi¬ 
ty divisions 

Ibal the tebhaga had considerable revolu¬ 
tionary potential has been recognised by 
many. But why did the potential remain 
unrealised? Cooper has avoided some of the 
seemingly valid but essentially superficial 
explanations such as the rcformisi outlook 
of the top leadership due to its class and 
caste origin. She has drawn attention to the 
communal divisions which limited the 
potential of the tebhaga struggle. But this 
aspect could have been further examined. 
How is it that in Narail in Jesore Muslim 
sharecroppers supported Pakistan yet re¬ 
mained ^xo-tebhaga (p 253) or in many areas 
in Jalpaiguri, Dinajpui and Rangpur 
Mu.slini and Hindu adhiars jointly took part 
in the struggle in some cases against Muslim 
landlords and m other cases against Hindu 
landlords, while at Kalsira in Khulna com¬ 
munal noting disrupted the tebhaga strug¬ 
gle. setting Muslims against Namasudras 


(p 253)? What arc the explanations for such 
variations? In addition to the communal 
cleavage, Cooper has referred to repression, 
ambiguous relationship between the peasant 
movement and nationalist struggles and lack 
of working cIas$,;upport as factors respon¬ 
sible for limited success of the Ubhaga 
movement. But her analysis fails to widen 
our comprehension and deepen our under¬ 
standing about these limitations. She has 
mentioned that some of the causes of failure 
“were inherent in the organisational struc¬ 
tures of the BPKS” (p 287). But in the 
absence of any elaboration this formulation 
does not convey much. 

The book suffers from several factual er¬ 
rors and unsatisfactory editing. Here arc a 
few examples. Charu Mihir referred to as “an 
illiterate low class cultivator” (p 120) was a 
weekly published from Mymensingh. The 
Bengal Workers and Peasants Party was 
formed on February 6-7, 1926 at the 
Krishnagar session of the All Bengal Praia 
Party Conference and not, as stated by 
Cooper (pp 126-27), in 1925 at the Bogra 
conference of the party. The Panchpir hat 
incident in Jalpaiguri in which peasants 
overturned a police jeep took place in 
January 1940 and not in 1946 (p 174). The 
statement that “in certain localities, the 
BPKS was built on community networks” 
(p 260) is essentially in the nature of an 
ex cathedra statement. 

These weaknesses must not detract us 
from the value of the work which is certainly 
the most comprehensive and best one on the 
sharecroppers’ movement in Bengal. 
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Repeating Old Arguments 

Sujata Patel 

Capitalism and Class in Colonial India: Hie Case of Ahmedabad by Salim 
Lakha; Sterling Publishers, New Delhi, 1988; pp x + 199, Rs 125. 


BOTH sociologists and economic historians 
have been intrigued by Ahmed abad's distinct 
industrial trajectory in the late 19th and early 
20th centuries. There was a growth of, what 
can be called, an indigenous’ capitalist class 
which invested in building up a textile in¬ 
dustry in that city, which laid the founda¬ 
tions of a modern industrial structure and 
urban living. U nlike those in other parts of 
the country. Ahmedabad industry was com¬ 
pletely free of European investment and 
always catered to the domestic market. This 
distinctiveness was associated with the 
production of superior quality goods which 
could compete with English goods. Thus, 
when, due to the first world war, the import 
of Lancashire goods dwindled, Ahmedabad 
industry was able to step in to take over 
the Indian market for superior quality 
goods. These facts have raised interesting 
questions. What made possible the growth 
of this ‘island of indigenous enterprise'? 
From which economic activity was capital 
accumulated? How was technology trBnsfe^ 
red? What was the social and historical back¬ 
ground of these businessmen-entrepiencurs? 
What aided the growth and institutionalisa¬ 
tion of this indigenous enterprise? Were local 
and regional institutions the reason behind 
this development or was it due to the con¬ 
tradictions of colonialism? 

Salim Lakha in this book has attempted 
to combine two explanatory theses to answer 
these questions. On the one hand he wishes 
to place the development of Ahmedabad in 
the context of imperialist and colonial 
systemic growth and on the other suggest 
that local and regional roots also played an 
overwhelming role in shaping Ahmedabad’s 
indigenous enterprise. This book, an 
historical enterprise, traverses pre<olonial 
Ahmedabad, exploring its social, economic 
and cultural processes and its mercantile 
character, analyses the impact of the British 
rule, the growth of the bourgeoisie and the 
working class in the city and sums up the 
argument by suggesting that the peculiarities 
of colonial processes and indigenous enter¬ 
prise together contributed to the growth of 
this industry. This interrelated argument is 
its major contribution, but a greater use of 
what historian calls, ‘primary sources’ by the 
author would have been desirable in the 
interest of a more detailed analysis. Much 
of the book seems to repeat earlier 
arguments put forward separately on each 
of these issues by other commentators. 

Historians arguing within the framework 
of nationalist-Marxist historiography have 
been interested in Ahmedabad beMuse the 
city depicted trends that ran counter to the 
pattern of industrialisation that emerged in 


India; the growth of an Indian capitalist 
class in the shadow of the British interests. 
Much of the interest in Ahmedabad was due 
to its contrast from the main trend. However, 
did Ahmedabad represent such a discon¬ 
tinuity, one should ask? It seems, much of 
its capital was accumulated through trade 
and usury and remained linked to it, in spite 
of the fact that its businessmen established 
modern industries. The dependence on 
trading and an attitude for short-term gain 
had its impact on the way the industry’s 
capital structure was oiganised. The Banking 
Inquiry Committee Report informs us that 
much of the industry’s capital came from 
deposits given to managing agencies (and 
not the industry). These agencies had and 
continued to have other commercial interests 
both in agriculture (forward trading of cot¬ 
ton and tobacco) and in trade. A detailed 
investigation of the management of the in¬ 
dustrial units would suggest, 1 think, that 
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they were guided by the principle of gain¬ 
ing immediate profit rather than that of 
taking long-term risks. This attitude in¬ 
fluenced decisions regarding the manage¬ 
ment of the Industry, the recruitment of 
workers, marketing policy and technology 
choices. It later became a key constituent of 
the trend that culminated in the decline of 
the industry in the post-independence 
period. It is important to note that this at¬ 
titude had its mark on the cultural traditions 
that got built in the city. It seems from 
evidences, like the ones mentioned above, 
that, rather than the setting up of a modern 
industrial sector, the Ahmedabad experience 
shows continuities with traditional business 
and social practices. The question that needs 
to be answered is: did colonialism re¬ 
constitute these practices and legitimise 
them? This path of inquiry seems particular¬ 
ly significant given the casteist and 
communal trends that contemporary 
Ahmedabad is witness to. One wishes that 
contemporary students of this city would 
devote time and effort to research the inter- 
cormections between traditional business al¬ 
titudes and the reconstruction of traditional 
social networks which it used and thereby 
extended to the public domain. 
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Struggle and Survival of Poor Metropolitan 

Households 

A Longitudinal Study in Pune: 1976 to 1988 

Meeni Bapat 
Niicel Crook 

In the early 1970s families fleeing from the Marathwada drought arrived in Pune and engaged in a struggle 
for survival—an interactive process between individuals, households and the local economy. This paper examines 
data that reveal the struggle for survival of these households from the mid-1970s to the late 1980s. The data on which 
the analysis rests were collected from households in seven shanty settlements in Pune whose experiences are ex¬ 
amined against the backdrop of macro-economic and local industrial change. 


Sampi f Households Archltypicai 

I'.UJSTRATIONS 

THEY arrived in Pune in 1972 and 1973 in 
buses and trains, with their few possessions 
tied in a bundle of rags, the victims of the 
Marathwada droughts. At first they en¬ 
camped forlornly at the dasty margins of the 
railway and bus stations, knowing of no 
jobs, and with no place to live Gradually 
they made contacts, and came to hear 
of a corner in the citv where their fellow 
travellers had settled, on the south side 
bordering the canal; there were some pro¬ 
spects of casual work and petty trading as 
middle-class housing estates were develop¬ 
ing in the neighbourhood; there was water 
for washing and drinking in the canal; and 
there was private land still unoccupied bet¬ 
ween the canal and the road on which to put 
up huts of re-cycled waste: bamboo and 
mats, polythene and gunny bags. The place 
was called Panmala. Young families, with 
teenage wives and still suckling infants, at 
least they had escaped the horror of famine; 
despite the squalor of their surroundings 
they had found a refuge in an industrialis¬ 
ing city. This paper will examine data that 
reveal the subsequent struggle for survival 
of households such as these from the 
mid-1970s to the late 1980s, an interactive 
process between individuals, their 
households, and the local economy. 

Some migrants are of rather longer stand¬ 
ing. They came in the 1950s and 1960s, at¬ 
tracted by the growing demand for labour 
as the city began to industrialise rapidly. 
Economic growth had started taking place 
with the expansion of munition factories and 
an ordnance depot in Khadki during the 
second world war. But a boost to growth was 
given from the mid-1950s by the develop¬ 
ment of industrial estates in and around the 
city, and by the arrival of the large corpora¬ 
tions and public sector units, such as 
Hindustan Antibiotics in 1953. Then in 1960 
the Maharashtra Industrial Development 
Corporation was set up and began to 
develop the new-town area of Pimpri- 
Chinchwad north of Pune, along the 
Bombay-Pune railway and highway This has 
continued to be a growth centre dt n to the 
present time. 


Some of these migrants who had had 
some schooling and already had friends and 
relatives in the city in organised sector 
employment had managed to obtain an in¬ 
dustrial job for themselves in this prosperous 
environment even before arrival. Accom¬ 
modation was another matter, however; it 
was usually necessary even for these 
migrants to become squatters. But at least 
their stable employment and incomes made 
It less imperative to be so close to the place 
of work, and a little more salubrious en¬ 
vironment could be found. One such loca¬ 
tion to which the migrants eventually moved 
was on .slightly raised terrain north of the 
Mula-Mutha river; it became known as 
Ganeshnagar. Co-operation in the com¬ 
munity ensured a well-planned settlement, 
and the municipal corporation was pressed, 
with some success, to supply communal 
drinking water and sanitation facilities. 
'I hose households with members working in 
industry tir government service received in¬ 
comes that allowed them to build simple but 
adequate shelter for themselves, with cor¬ 
rugated iron sheets or wooden slats for walls 
and mangalore tiled roofs. The prosperity 
of the new industrial sector was of course 
crucial to these new migrant households, 
especially when real incomes were threatened 
by inflation and the national economy suf¬ 
fered an industrial recession in the 1970s 

Even in a rapidly growing city like Pune 
some of the households living in shanty 
settlements have done so almost as far back 
as memory goes. In the heart of the old city, 
in a locality known as Kasba, there are a 
scries of small settlements some dating back 
to 1920: they are not squatter settlements as 
their tenants pay rent, but the dwellings are 
simple huts and have usually been built by 
the families themselves. Their roots go back 
to the I7th and 18ih centuries when Kasba 
was the town of Pune. Many of these 
households are Muslim. St.'veral have tradi¬ 
tional skills and some have worked in the 
potteries close by all their lives; the locality 
is still distinguished by the columns of 
smoke that rise in the sk^ as the kilns are 
fired. There might seem to be some security 
for households employed in these traditional 
crafts, but their experience in the 1970s and 


1980s will have depended on the real 
purchasing power of their earnings in the 
local economy, and, with the gradual com¬ 
petition from more 'modern’ products, the 
occupational diversification or mobility 
achieved as members of the household come 
of age to enter the labour market. 

The data on which the following analysis 
IS based were collected from households in 
seven distinct shanty settlements in Pune; 
Panmala, Ganeshnagar, and Kasba (from 
where the sketches above were drawn), 
Parvati (neighbouring Panmala and the 
areas of new urban development), Kashiwadi 
(close to the timber and grain markets), 
Ramwadi (on the north-eastern outskirts by 
the oaroi post), and Bibwewadi (a sites-and- 
services scheme designed for relocating 
households, close to a highway running 
south from the city). Altogether, both the 
reasons why the households are established 
in these locations and the occupations in 
which their members engage are quite 
diverse' the sketches above deliberately sdect 
a few stereotypes only for illustration.' 

The first sample .survey, taken in 1976, 
consisted of 605 households; as many of 
these as possible were followed up in 1980, 
and again in 1988. by which time 390 of the 
original sample remained. Since each survey 
had been undertaken for a different purpose 
(the focus being on housing and physical 
location in 1976, and on children’s health 
and nutrition in 1980) the data that were 
common to all three surveys were rather 
limited. However, the occupational and 
demographic structures of the households 
are known for each date, and the earnings 
structure for 1976 and 1988 (and less reliably 
for 1980 for which date some reconstruction 
of missing data has been necessary). At 
specific dates these data can be linked with 
certain other recorded socio-economic 
characteristics such as duration of residence. 
For the current study we restrict ourselves 
mainly to following through the 390 
households (whom we shall call ‘the cohort 
of 390’), and examine their experience 
against a background of macro-economic 
and local industrial change. In this respect 
Figure 1 provides a visual framework for this 
paper 
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ANALYSIS OF Data 
Income Growth among the Poor 

The cohort of 390 experienced an average 
real per capita income growth of 3.1 per cent 
per annum betweea 1976 and 1988. most of 
that growth probably being achieved bet¬ 
ween 1980 and 1988. Our income data for 
1980 are not complete, but reconstruction 
from what we have suggests that between 
1976 and 1980 there was no real growth at 
all. The sequence of no growth-growth is 
consistent with the national-level trends of 
under I per cent growth for the latter half 
of the 1970s and just over 3 per cent growth 
for the 1980s down to 1988. In fact over the 
whole period (1976-1988) the cohort of 390 
may have enjoyed a growth, in income per 
head a little above the national average This 
is plausible in the light of the relative pro¬ 
sperity of metropolitan Maharashtra—i e 
the Bombay-Thane-Pune industrial belt— 
in comparison with some other industrial 
regions of the country We will return to 
interpret this observation later, but for the 
present note that these low-income house¬ 
holds were apparently able to benefit from 
the revival in the national economic growth 
of the 1980s 

However, such participation in local and 
national income growth was not achieved 
without cost. For, to achieve this, the number 
of earners per household had to rise at ap 
average rate of 1.6 per cent per annum (or 
by 21 per cent over the whole period): that 
is to say, in many cases a second or third 
household member had to go out to work 
Most of this increase in labour power (12 per 
cent in the four years 1976-1980) occurred 
during the period of stagnation, and much 
less during the subsequent period of income 
growth: participation had levelled off at an 
average of just over two workers per 
household by 1988. It follows that the in¬ 
creased participation in the late 1970s was 
needed to prevent real incomes from falling 
(or from falling further than they did), when 
the local economy was still recovering from 
a serious bout of inflation (an increase of 
46 per cent in prices over the two years 1973 
and 1974) and facing a second sharp price 
increase (of 20 per cent over the two years 
1979 to 1980) (see the figure). Both infla¬ 
tionary surges were related to harvest failures 
which explain why they show up most severe¬ 
ly in the price of food index for the work- 
ii}g class in Pune. They also reflect a rise in 
the international (and hence national) price 
of oil. The unprecedented trough in between 
(with two years when prices did not rise at 
all) partly relates to the .strict financial con¬ 
trols of the Emergency and the Janata years, 
and the general stagnation in the national 
economy (Figure I) 

In addition to young men coming of age 
who entered the labour market in the 
younger households of the sample there was 
a substantial number of women (and to a 
lesser extent children); the increase in female 
workers was 79 per cent, and of males only 
7 per cent. In an carher paper we have shown 
that the hou.seholds where female participa¬ 
tion ini.icased were mainly the poorer ones. 


and that the occupations taken up by these 
women included the more tedious and 
unpleasant [Bapat and Crook, 1988). Fur¬ 
ther analysis indicated that household-level 
demographic pressures (i e. high child 
dependency ratios) were not the chief deter¬ 
minant of the increased participation. The 
new entrants to the labour force were from 
the households of most recent arrival in 
Pune, typically the drought victims. The 
women involved were usually the wives of 
the household head. 

The dramatic potential increase in poverty 
was clearly caused by national-level social 
and economic factors. Recession in the 
national economy may have played its part 
(see Figure I), but the local economy remain¬ 
ed relatively healthy to judge from the con¬ 
tinuing growth in factory employment in the 
district, albeit at a slightly diminished rate 
during the latter part of the 1970s (Figure I). 
F^haps a more powerful influence lay in the 
effects of erratic rates of inflation on earn¬ 
ings for those who were not protected by for¬ 
malised wage agreements (as were those in 
the government and industrial sectors). The 
exploitation of family labour described 
above enabled those households to tread 
water, so to speak, until they could benefit 
from the better economic conditions that 
followed in the 1980s, a period characteris¬ 
ed by sustained ruuional as well as local-level 
growth, and after 1981 more stable rates of 
inflation also (Figure I). 

Elsewhere we have shown also how the 
nutritional status and related morbidity of 
the young children in these households can 
be related to their poverty, as well as to their 
physical environment [Bapat, Crook and 
Malaker, 1989]. Our evidence for this is from 
one point in time, the 1980 survey, so we 
cannot know whether nutritional status ac¬ 
tually declined during the period of itKome 
stagnation and increased work participation. 
But we can argue from the cross-section 
evidence that households with incomes 
below the average had an elevated risk of 
malnutrition in their children; and hence the 
increased workfortec participation by women 
which was necessary to prevent incomes 
from falling, was also necessary in the 
poorer households at least to prevent more 
children falling victims of malnutrition. At 
such fragile economic levels we are truly talk¬ 
ing about a struggle for survival. 

This experience compares well with that 
recorded in other parts of the world during 
periods of real wage stagnation os- un¬ 
employment in the government or factory 
sectors of the economy. In Sao Paolo in 
Brazil, for example, following the military 
coup of 1964, the strict economic controls 
imposed forced an increased participation 
of female labour to stave off extreme poverty 
|^Mood and de Carvalho, 1988]. Similarly, the 
deflationary structural adjustment pro¬ 
gramme in Chile, which coincided with the 
early t980s global recession, forced an in 
crease in female labour participation in 
Santiago, and young children were sent oui 
lo beg [Raczynski, 1988]. It was observed in 
this.case too that household demographic- 
factors were less important than the in¬ 


cidence of unemployment in distinguishing 
between poverty strata [Pollack and Uthoff, 
1989]. The incidence of child malnutrition 
was also recorded as increasing in the worst 
hit neighbourhoods [Raczynski, 1988]. We 
turn now to see how much of this rise in 
income in the Pune slum households could 
have been due to a rise in occupational 
earnings We have to admit that data on 
these are problematic: we rely upon what 
monthly income was reported to us by the 
household resjxjndents for each earning 
member Over the period 1976 to 1988 we 
calculate that real earnings increased by an 
average of 2.3 per cent per annum: as with 
income per head, the growth was probably 
close to zero between 1976 and 1980. 
Between periods 1976-80 and 1980-88 we 
have recorded substantial increases in 
(Kcupational earnings from data obtained 
from a sub-sample of workers who changed 
jobs or entered the labour market for the 
first lime; this sub-saihple may not be 
representative of the whole sample. The 
record shows, for example, annual increases 
in earnings of between 4 and 5 per cent for 
casual labourers, and 6 per cent for in¬ 
dustrial workers (Table 1). 

There is no doubt that the local industrial 
economy was buoyant and expanding: we 
have estimated by log-linear regression from 
published data on enumerated factory 
employment that the armual average inoease 
in factory labourers was 3.1 per cent in the 
Pune district from 1976 to 1987. This is 
above the national-level increase in factory 
employment for the period. As we noted 
above, the Pune-Pimpri-Chinchwad region 
was an exceptional growth centre, taking 
some of the pressure off relatively congested 
Bombay. It may be argued that the substan¬ 
tial nse in earnings enjoyed by many occupa¬ 
tions reflects this buoyancy. But this inter¬ 
pretation needs to be examined carefully for 
the reasons that we go on to detail. 

The original sample of 6US households 
was a quasi-random sample taken in seven 
settlements that were purposively selected for 
study in 1976. This sample may noi have 
rigorously lepresenled the whole low-incomc 
shanty-dwelling population of Pune at that 
date, but on the basis of a limited cross¬ 
check with an aggregate city-level slum 
enumeration lhal had been carried out a lit¬ 
tle earlier, we believe that it did so reasonably 
well. However, the cohort of 390 that re¬ 
mained in the sample by 1988 is no longer 
necessarily representative. The first reason 
for this would be that the households that 
left the sample (most of whom moved out 
of their settlement of residence some lime 
after 1976) may have been upwardly or 
downwardly mobile What we have check¬ 
ed, however, is that when the complete sam¬ 
ple was taken the households who were 
subsequently to leave were similar in income 
characteristics to those that were to remain. 
The second problem is more serious. Clear¬ 
ly the cohort of 390 contains no new com¬ 
plete household arrivals since 1976, yet the 
city’s population has probably been grow¬ 
ing at between 3 and 4 per cent per annum 
on average over the period (we know the 
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growth was 3.9 per cent per annum between 
the 1971 wd 1981 cen.suses and the same 
again frortt 1981 to 1991). As natural increase 
is not likely to be above the national level 
of about 2.1 per cent, we can infer there has 
been a steady inmigration stream to the city. 
It is possible that the new migrants have not 
benefited proportionally from the relative 
prosperity of the locality. Furthermore, there 
was no net growth of industrial jobs in our 
cohort of 390. The proportion of earners 
employed in the government and factory (or 
‘enumerated’) sector remained virtually the 
same throughout the period (Ihbte 2) Of 
those who changed their occupations or who 
entered the labour market for the first time 
only seven (out of over 400) obtained 
employment in the factory industrial sector, 
despite its unprecedented growth in the Pune 
region. 

We are left therefore with an ambiguous 
picture regarding the direct effects of the 
industrial employment expansion on the 
low-income population. A possible indirect 
effect, however, may be seen in the improv¬ 
ed occupational composition at the lower 
end of the occupation^ spectrum. There was 
a small but distinct decline in the propor¬ 
tion of workers in the 39t) cohort who were 
employed in wholly unskilled or informal 
service sector work (Ihble 2); that is to say. 
at the lowest end of the spectrum, those who 
changed their jobs or entered the labour 
market for the first time took up higher' 
status employment than those who remained 
in the same Job.s throughout Tlie high 
pressure Of the developing local econoin> 
may have had the salutary effect m the 19K(K 
of squeezing some labour out of the least 
productive and least desirable work One h.is 
to remember, however, that the struggle lor 
survival in the 1970s seem:, to have focscd 
female labour into that sector in ihi' Inst 
place, and indeed 81 per cent of women 
working outside the house were still in ihe 
lowest occupational group in 1988 1 he 

reason for this is not hard to guess |Bapai 
and Crook, I988j; we note that in addition 
to blatant discrimination in the labour 
market, the educational status of working 
wives seems to have remained substantially 
below that of the young working men of the 
household both in 1976 and in 1988. Finally 
It might be argued that the upward mobility 
that did occur reflects the experience 
acquired by those households in getting to 
grips with the labour market: hence in theory 
sufch mobility among the 390 could be ofisei 
by new inexperienced migrants stalling m 
occupations at the bottom ol the pile 

D«pite all these qualifications, the con 
sistency of the increase m earnings across all 
occupational strata, averaging 15 pci ccni 
per annum in money terms (Table .1) oi 
about 6 per cent per annum in real terms is 
strongly suggestive of an equilibrating pro 
cess at work. We will, however, return to this 
tn a critical conclusion to the paper 

Social Mobility and Income Differenttah 

The aggregate picture just drawn hides 
considerable differences in the fortunes of 
individual households. As a first approxima¬ 


tion this IS revealed if we divide the sample 
into income strata and take a look at a 
mobility matrix for the period 1976-1988 
(Thble 4). The 1976 distribution is divided 
at the poverty line devised by Dandekar and 
Rath [1970] of Rs 67 per capita, and at a 
point approximately 40 per cent below the 
poverty line (Rs 38); of the 390 cohort, 
roughly the lowest quartile of households 
(23 per cent) was in the poorest group, the 
remainder being divided almost equally bet¬ 
ween the middle and upper groups. For 1988 
the same dividing lines are used adjusted for 
inflation. The matrix shows that 156 house¬ 
holds (41 per cent of the 377 for whom the 
data are complete) changed strata to their 
advantage, i c, those in the three cells below 
the diagonal in Ihble 4^ while 62 (16 per cent) 
moved to their disadvantage, i c, the three 
cells above the diagonal. A total of 57 per 
cent of the households therefore enjoyed or 
suffered a change in fortune involving the 
crossing of a dividing line between strata. 
Stability was not the order of the day Most 
notably, from the point of view of a con¬ 
cern foi poverty during a period of relative 


prosperity, 16 households (4 per cent) 
became virtually destitute by 1988 after 
starting out above the lowest income group 
in 1976, despite the average growth of 3.1 
per cent that was going on around them On 
the po.sitive side^as many as 45 households 
(12 per cent) managed to ruse from the 
depths of poverty to above the poverty line 
Our data become less reliable if we try to 
break down the experience into the sub- 
periods 1976-80 and 1980-88 as some of the 
earnings data for 1980 had to be re¬ 
constructed: 1^ble 5 should therefore be read 
with some caution. It demonstrates further 
the extent of the mobility up and'down. It 
shows for example that 60 households 
doubled their incomes in the eight years 
from 1980 to I988 (an annual growth of 
around 9 per cent), despite having been in 
the poorest group in 1980, whereas 92 of the 
households that had been above the pover¬ 
ty line in 1980 failed to improve their in¬ 
comes more than 30 pier cent (an annual 
growth of around 3 pier cent, well below the 
average of 5 pei cent for this sub-pieriod) 
This IS con.sisienl with the data on earnings 


Tabli I avcrai.i Income Lrvri s ANii Cikowtii I ROM Si i k ilo 0< (i'l’MKiNs 


Name of Occupation 

Number of 

Average 

Average Aiiiiiial 


tamers in 1988 

tamings in 

l*erccillage 



1988 (Rs) 

Increase m 




F’4tf nings 




1980-1988 

Casual lab-iiir (male) 

41 

4.34 

4 6 

( usual lahout (female) 

20 

285 

3 6 

Pofi rsiu service (female) 

48 

)37 

4 9 

Rag-picking (male) 

8 

406 

1 9 

Kdg picking (female) 

21 

281 

12 2 

Poricring (carl) 

9 

6(X) 

7 5 

i'orieriiig (general) 

II 

60<> 

8.0 

Vcriumg (male) 

8 

244 

negative 

Vending (female) 

16 

242 

3 4 

Waiicrmg 

14 

?25 

5 4 

C ar penlirig 

14 

654 

7 6 

AuintKkshaw fJnving 

7 

78t> 

4 5 

1 jfl jiin^i/'vccurity 

9 

589 

negative 

Hus ^i-.-wiug 

10 

890 

b 3 

IndiisUicsi laboui 

7 

1468 

6 1 

Note', 1 Average late ol growth in earnings is ahoui 5 per 

cent per annum 


2 Ockupaiioiis arc lor males onI\ unless indicated otherwise 


l*un(’ Slum S'li/i’pis. 1980 and 1988 



1 Alll 1 2 Ol ^ l l-M lONAI 

SiKi.c rimi IN 1976, 1 

1980 AND 198tkHS 

Si n 


(lour (jioups) 




I’crccrilagc Distributions 


I976** 

I 

• 

■ 

1988* 

(1976)* 

Males 




Group I *>8 8 

58 8 

49 8 

(56.3) 

(iroup 2 l'9 

16 .1 

22 4 

(16.9) 

Group 3 9 K 

II 1 

114 

(11.0) 

(iroup 4 1*> ^ 

13 8 

14 4 

(15.8) 

KX) (Ml 

100.0 

100 0 

(100 0) 

(n 64h'i 

(n 558) 

(n 536) 

(n - 526) 

lemules 




Group I 88 0 

88 0 

80 7 

(83.6) 

tiroiip 2 6 0 

)0 4 

124 

(8.6) 

Oroiip t 0 6 

0 5 

3 0 

(2 3) 

Ciroup 4 5 4 

1 1 

3 9 

(5 4) 

KX) (' 

KX) 0 

100 0 

(KK)0) 

(n 107) 

(II 183) 

in 233) 

(11 -128) 


Notes • 1 c, the 390 households remaining in the sample by 1988 
•• data for households remaining in Ihe 1980 .saniplc 
F'jr delinilion oi groups see Table 3 
Source. Pune Shanty Surveys. 1976, 1980, 1988 
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above- although government and Tactory (or 
‘enumerated’) sector workers started with 
much better household incomes than the rest 
in 1976, they did not improve their earnings 
much more than the average; and some 
households with workers in the informal or 
unenumerated sectoi, who were struggling 
for suivival, by increasing their workforce 
participation managed a considerable im¬ 
provement by 1988, despite starting trom a 
position of abject poverty. 

TVvo rcfleaions may be made here. Firstly, 
it is clear that the urban poor cannot be con¬ 
fident (any more than the rural poor) of a 
steady and stable growth m their incomes. 
Many households experience cycles of ade¬ 
quate survival, followed by considerable 
distress, even witlan a local-environmental 
context of economic growth (here are im¬ 
plications here for programmes that entail 
giving credit to the urban poor, in the form 
of housing loans, for example. For, such in¬ 
stability underlines the risk of forcing urban 
households into debt, and the preferability 
of local co-operative schemes (or state 
Financed projects) to fulfil the basic needs 
of slum-dwelling households. Secondly, one 
can understand the preference of the poor 
to acquire an occupation in which they arc- 
protected from serious income erosion and 
from which remuneration is sufFiciently high 
to cushion the household against job losses 
or other contingencies befalling the house¬ 
hold members. The same point has been 
made in a study of the labour market in 
Jakarta (Evers, I989|, where it was observ¬ 
ed that ‘strategics for the allocation of their 
major asset, labour power, seem to mainly 
be directed at reducing insecurity. 
Maximisation of income is only one strategy 
among many’ [Evers, 1989: 164|; and ‘access 
to wage labour remains the major avenue to 
assuring the satisfaction of basic needs and 
pulling the household across the poverty 
threshold’ [Evers, 1989- 168J. We observed 
in 1988 that the average industrial worker 
among those who changed or started jobs 
earned Rs 1,500 (Thble I); similarly local 
transport authority jobs fetched Rs 900. 
These compared with less than Rs 250 for 
roadside vending. We also found from data 
on job changes that during the period of er¬ 
ratic price changes, 1976 to 1980, only the 
government and industrial sector workers 
had managed to preserve the value of their 
real earnings. There is no doubt therefore 
about the income security provided by those 
enumerated sector wage labour jobs for 
those who keep hold of them. But the ques¬ 
tion of job security is more complex. Dunng 
the difficult years of 1976 to 1980 there were 
job losses for enumerated sector workers in 
Pune (not just the casual wage labourers) 
Unfortunately from the evidence of our data 
we cannot satisfactorily di.stinguish retire¬ 
ments from redundancies, but we do know 
’ that over one half of the households 
which had had an enumerated sector worker 
in 1976 suffered his or her (usually the 
former) loss without replacement by 1980 
fhis was also the case in one-fifth of the in- 
du.strial worker households Even Pune was 
not protected entirely from the national 


stagnation of the mid-1970s, as the Figure 
indicates (local factory employment rising 
rather little from 1975 to 1979). But un¬ 
doubtedly here the worst effects were 
mitigated by the relatively recent establish¬ 
ment of much of the local industrial struc¬ 
ture. In other localities with aging high-cosi 
industries quite the opposite will have been 
the case. Factory sector employment is only 
as secure as the factory. 

What was the impact of these occupa- 
tiontil changes on the distribution of income 
between our 390 low-income households? In 
summary, the distribution became more 
skewed between 1976 and 1988. The per 
capita income on the boundary of the lowest 
10 per cent was Rs 28 in 1976, and Rs 43 
in 1988 if we keep to 1976 prices, and on the 
boundary of the top 10 per cent Rs 113 in 


1976 and Rs 154 in 1988 (1976 prices), giv- 
I. g an intcr-decile range that widened from 
Rs 85 to Rs 111. Similarly if we take a range 
that IS less’ aliccted by the extremes, namely, 
the interquartile range, we obtain a widen¬ 
ing from Rs 41 to Rs 49 over the j^eriod (in 
1976 prices). Thus in terms of income strata, 
growth has been a differentiating process for 
the poor. 

A further dimension to the question of 
polarising growth is the distinction between 
the settlements themselves. As we noted 
above, Panmala (and to a lesser extent 
Parvati) was formed of drought' victims in 
1972-73. In a sense there is a collective ex¬ 
perience here of migration under duress. At 
the time of our first survey these two settle¬ 
ments were among the poorest (on various 
criteria). By contrast, Ganeshnagar had a 


Tabi i 3; iNCRbAsr in Money Eahnin<.s 1980-1988 kjk hoi'K (K (in-ArioNAi Groups by Six 

(Annual Average Percentage) 



Male 

Female 

Group 1 (service and wholly unskilled) 

14 5 

' 20 ! 

Group 2 (tradilional skills) 

15 5 

21.0 

Group 3 (modern skills) 

15 1 

— 

Group 4 (factory and organised) 

15 0 



Notesr. 1 A blank indicates number loo small for a reliable ligure to be calculated 
2 Annual rate of increase in cost of living is 9 9 per cent 
Source: Pune Slum Surveys, 1980 and 1988 

TABtfc4. 1980AND 1988 Incomf Disttributionsoe IHt 1988 SaMI’II oi Mouseholds, vcordini. 
TO Their Income Destribuiion in 1976 


P er Capita Inco me 1976 



Rs 0-38 

Rs 39-67 

R.S 68 and Over 


Per Capita Income I9S0 

049 

47 

33 

15 

95 


(54 7) 

(22.2) 

(10 5) 

(25 1) 

5()-89 

29 

92 

39 

160 


(33.7) 

(61 7) 

(27 3) 

(42 3) 

90 and over 

10 

24 

89 

12.3 


(11.6) 

(16.1) 

(62 2) 

(32 6) 


86 

149 

143 

.378 


(100.0) 

(100 0) 

(100 0) 

(100 0) 

Per Capita Imome 1988 

0-109 

7 

II 


23 


(8.1) 

(7 4) 

(3 5) 

(6 1) 

110-195 

34 

61 

46 

141 


(39.6) 

(40 9) 

(32 4) 

(-37 4) 

1% and over 

45 

77 

91 

213 


(52.3) 

(51 7) 

(M 1) 

(.56 5) 


86 

149 

142 

377 


(100.0) 

(100 0) 

(100 0) 

(100 0) 

Sole: The three groups preserve the same real per capit 
updated for the rise in the cost of living 

Source P^ne Slum Surveys, 1976, 1980 and 1988. 

a income in 1988 as in 

1980 and 1976 

Tabi.e 5- Rial Growth in HoustuoLD Pir Capua 

Ineome in 1980 

1n< ovil 1980-1988 BY Leveis of 

Real increase 


Per Capua Income 1980 



Rs 0-50 

Rs 50-90 

Above Rs 90 

Total 

Less than 30 per cent 

24 

66 

92 

182 


(22.0) 

(41 2) 

(74 8) 

(46.4) 

30-50 per cent 

7 

31 

6 

44 


(6 4) 

(19 4) 

(4 9) 

(11.2) 

50-l(X) per cent 

18 

27 

14 

59 


(16.5) 

(16 9) 

(11 4) 

(15 1) 

More than 1(X) per cent 

60 

36 

II 

107 


(55 1) 

(22 5) 

(8 9) 

(27.3) 

Total 

109 

160 

123 

392 


(100.0) 

(100 0) 

(100 0) 

(100 0) 


Source Pune Slum Surveys. 1980 and 1988 
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Figure : Economic indicators at National. Lckai and Sample 
Household Levels 
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Notes Broken line indicates data interpolated or not strictly comparable; n a indicates not 
available at time of writing 

Soun es- Government of Maharashtra, Direclorale of Economics and Statistics, Statistical Abstract 
of Maharashtra, Bombay. Government of Maharashtra. Directorate of Economics and 
Statistics, Handbook of Basic Slaiisiics of Maharashtra State, Bombay Government 
of Maharashtra, Directorate of Economics and Statistics, Socio-Economic Review: Pune, 
Bombay. Slum surveys conducted by authors, 1976, 1980 and 1988. 


population of longer duration of residence, 
substantially engaged in industrial work, and 
was clearly the best-off of the settlements 
we suTvey^ [Bapat, 1979].^ A striking 
observation is that by 1988 there is virtually 
no difference in household incomes between 
Banmala and Caneshnagar. In each case bet¬ 
ween 60 and 65 per cent of households are 
in the upper income group, and more house¬ 
holds in Caneshnagar than in Panmala are 
in the lowest group. This surprising ob.ser- 
vation prompted us to ask, who are these 
relatively better-off households? 

This is not a straightforward question to 
answer. We looked in some detail at those 
households whose per capiu incomes were 
Rs 300 and over in Caneshnagar, Panmala 
and Parvati. In the case of Caneshnagar 
these total 18 households (the top 26 per 
cent). It is immediately clear that there are 
a large number of high occupational earners 
spread over these households, in that 15 in¬ 
dividuals earned Rs 1,500 or more. In the 
case of Panmala and Parvaii, a total of 25 
households had incomes of Rs 300 or over 
(the top 28 per cent). But in these households 
only SIX members earned Rs 1,500 and over. 
We might have expected that the latter settle¬ 
ments had more earners per household than 
in Caneshnagar, but it is not clear that this 
was the case from the fairly small numbc.D 
we have to examine. What is clear, however, 
IS that they have fewer dependants per 
earner; in other words, among the better-off, 
household size is smaller in Parvati and 
Panmala than in Caneshnagar 

We know from subsequent observations 
in Panmala that the new generation of 
workers had often acquired skills (through 
apprenticeship on the job) that gave them 
higher earnings than their fathers. This 
could raise total household income substan¬ 
tially, but per capita income would be deter¬ 
mined by the number of dependants The 
importance of looking at households 
throughout their life cycle is hereby 
underlined. 

We might hazard the hypothesis that there 
are two quite different processes at work ex¬ 
plaining the position of the better-off 
households. There is one class of households 
whose members are engaged in modcraiely 
well remunerated casual or miscellaneous 
labouring jobs (not the poorest occupa¬ 
tions), whose labour input is average but 
whose family unit is small (mainly below five 
only) Because the crucial characteristic 
seems to be low dependency we might be 
tempted to call these hou.scholds ‘demo- 
graphically differentiated’; their relative pro- 
spierity being related to their family lilc-cycle 
may be comparatively short-lived On the 
other hand there is a class ol households 
whose members are permanent wage 
labourers or low-skill professionals, which 
are both well-remunerated groups of iK’cupa- 
tions, whose labour input is also average but 
whose family unit is average too (mainly five 
or a little over). We would argue that these 
households are ‘socially differentiated’ weie 
It not for their position in the core industrial 
proletariat they would be poor.' 

To understand the process further would 
require an intimate knowledge of the 


households concerned, the basis on which 
decisions were made, the connections kept 
with other family members in Pune or 
elsewhere, and .so on, and this is not available 
in the data sets. But we can sketch some 
reconstructions from the quantitative data 
collected. For example, there are cases in 
Panmala where sons and other adult 
members have moved out Ijetween 1976 and 
1988, taking the pressure off the extremely 
restricted space in their dwellings. In these 
cases this accounts for the smaller household 
si/c. Whereas looking at a few of the larger 
households in Caneshnagar we find that a 
second generation has started under the 


same roof; in some cases the original dwell¬ 
ing has been augmented by adding a second 
storey. But as we noted above, the high levels 
of earnings of at least one member has kept 
the household income up. 

Interpretation 

Neo-classical economic theory has its own 
internal logic stemming from its initial 
assumptions which abstract substantially 
from the problem of extra-economic power. 
It tends to fo'-js on decision-making on 
which It only recognises limited constraints. 
The migrant households in our study would 
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be assumed to have chosen to migrate to 
Pune, attracted by the elevated wages in the 
new industries arid government jobs. As we 
have seen, for the drought victims at least, 
the concept of choice is not appropriate A 
celebrated variant of the neo-classical model, 
proposed by Michael Ibdaro [1969] (and 
various derivatives of this model) would con¬ 
sider migrants we studied as being in waiting 
for recruitment to industrial and goverrunent 
employment. As we have pointed out, there 
was in fact very little upvvard occupational 
mobility of this particular kind. V/e have not 
imestigated here the nature of rigidities 
precluding such mobility, nor do we know 
whether migrants expected to become up¬ 
wardly mobile in this way. Other studies have 
examined the nature of the recruitment pro¬ 
cess in India, and the limitations imposed 
by caste and educational factors (Joshi and 
Joshi. 1976]. If employers perceive there to 
be excess supply of labour, then educational 
qualiflcation may be used for screening pur¬ 
poses [Dore, 1976], which would disadvan¬ 
tage the cohort of 390.' Our own study 
found that in 1976 participation in the 
‘formal’ sector (to use the neo-classical ter¬ 
minology)’ was statistically related both to 
duration of residence and to educational 
level (Bapat, Crook and Malaker, 1989]. In 
other words the segmentation of the labour 
market is an important constraint on 
mobility. 

We do note, however, that a set of house¬ 
holds improved their incomes above average 
by moving upward within the ‘informal’ 
sector. This demonstrates that differentials 
exist within this sector of the economy: for 
example, daily wage labour such as porter- 
ing has sometimes enabled households to 
escape the worst ravages of poverty when 
quasi-self employment as vendors would not 
have done so. Our evidence also suggests 
that increiued workforce participation has 
helped households to achieve some upward 
income mobility, and this has also some¬ 
times coincided with reduced demographic 
dependency. Life-cycle behaviour of this 
kind would be predicted in variations of the 
neo-classical household economics model, 
including something of a precursor of these 
in the work of A Chayanov (1966]; we would 
argue that this is not the only process that 
accounts for upward mobility, nor is it likely 
to be as enduring as entry into the ‘formal’ 
sector. Increased workforce participation, 
especially of female members of the house- 
h<4d, occurred when inflation threatened to 
cut real incomes: the adjustment (of the kind 
predicted by Standing [1981]) was not instan¬ 
taneous, arid the delay may indicate the pro¬ 
blem of entry to occupations even within the 
‘informal’ sector as it becomes increasingly 
penetrated by employment cartels even 
where formal unionisation does not exist 
(Pryer, 1989]. Even within the household 
itself the concept of choice by female 
members as to whether to go out to work 
or not may be imprecise (Bapat and Crook, 
1988]. These are all extra-economic rigidities 
that the neo-classical model prefers to 
ignore. 

On the other hand the neo-classical model 
uaually recognises (disapp' ". ingly) the inter¬ 


ventionist role played out in practice by the 
state to promote import substitution in¬ 
dustrialisation, such as is illustrated by the 
major industries established in Pune and 
Pimpri-Chinchwad since the mid 1950s. It 
also recognises the role of labour organisa- 
Uon in the workforce employed therein. Btith 
rigidities are claimed to lead to suboptimal 
levels of employment and growth, and to a 
widening of income differentials. A.s we have 
seen, income differentials, in our cohort 
.sample at least, do appear to have widened, 
but the overall effect of the industrialisation 
process in the Pune region appears to have 
been growth in all occupational earnings, in¬ 
cluding those in the ‘informal’ sector. That 
a differential exists in earning levels between 
industrial workers and the informal sector 
IS evident, but in our period both sectors 
maintained similar growth paths. Income 
differentials widened for more than one 
reason: for example, there was a set of 
households that moved up the income strata 
by increasing their labour input in informal 
sector jobs, not by making the transition into 
the formal sector 

In a competitive growth scenario it is 
argued that investment in one sector, say 
modern capitalist industry, will lead to 
growth in other sectors of the economy, 
through derived demand for inputs, and 
employment multiplier-type effects—both 
forces incorporated in the graphic but pur¬ 
posely vague term ‘trickle-down’. The 
counter-argument points to islands ot isola¬ 
tion on which the capitalist economy tends 
to operate, demanding inputs from abroad 
and consumer goods from within its own 
modern and capital-intensive consumei 
goods sector, a far cry from competitive 
equilibrium growth. Our evidence cannot 
rigorously throw light on this debate, as we 
noted above we do not know what were the 
income levels ol the new .-nigrants after ar¬ 
rival in the 1980s But we did note the 
remarkable stability in the aggregate growth 
oi occupational earnings and in per capita 
incomes, at least equal to, or possibly above 
the national average, during these 12 years 
of local industrial growth, a process in which 
even the drought victims came to participate 
It is not clear that India's industrialisation 
in this case has diminished inequality within 
the urban economy, nor has it improved the 
stability in individual household incomes- 
but it has contributed to a reduction in 
poverty (in our cohort), and indirectly pro¬ 
vided a refuge for the destitute. 

Alternative paradigms would confront 
questions of power and social process more 
directly: they would seek to explain the ‘con¬ 
straints’ assumed away in the neo-classical 
model. The migrants who arrived in 1972-73 
and populated Panmala and elsewhere were 
victims of drought and had no alternative 
but to move horne.^ Their condition, 
however, was not just an ecological accident. 
Seventy-seven per cent of the original 
migrant households were landless. Landless¬ 
ness is the outcome of the extension of 
capitalist farming; lack of water to sustain 
subsistence agriculture is a direct result of 
the powerful claims for water made by the 
sugar-cane farmers. The extension of irriga¬ 


tion to all drought-prone areas and lands has 
not been the priority of the state. Even the 
public works programmes started by the 
state in time of famine (and now conducted 
under the Employment Guarantee Scheme) 
have been claimed at times to benefit the 
sugar farmers more than the subsistence 
agriculture [Dandekar, 1986]. Besides, such 
programmes, whose immediate intention 
was to provide employment relief, failed to 
achieve sufficient widespread coverage to 
prevent significant pockets of destitution and 
death, a fact somewhat played down by 
some economic analysis (for example, Dieze 
and Sen, 1990]. Hidden from view, these 
migrants came, unwillingly, to the squalor 
of the city, the ultimate refuge 
On the other hand, some of the migrants 
claimed they had the prospect of a job 
secured before arrival:’ the alternative 
paradigm would accept that some question 
of choice may have arisen here, but would 
also point to the need of a developing 
capitalist society i<> encourage free labour 
mobility (Standirg, I98lai Many of the 
migrants to Ganeshnagar may Ire interpreted 
in this light. The failure if the cohort of 390 
to acquire an increasing nur'iber of industrial 
jobs may reflect more on the characteristics 
of recruitment (noted above) than on the 
growing substitution of capita) for labour 
witnessed in India in the )980s intended to 
control the effects of organised labour; for 
factory labour seems to have been growing 
rapidly enough to be able in theory to 
employ increasing numbers of our sample 
members. This does not ot course prove that 
there was no capital-labour substitution as 
capital may have been growing faster still in 
this fast developing locality 

The two inflationary outbreaks of the 
I97(K were socially determined no less than 
the drought. Both outbreaks were subslan 
tiaily though not wholly cieated by the inter¬ 
national oil cartel; an additional cause was 
the local effect of food shortage, which, as 
we have argued, was also socially determin¬ 
ed. The effect was to extract surplue from 
even the poorest migrants in the city who 
found the value of their work, as measured 
in real incomes, rapidly devalue twice in a 
decade. To preserve the reproduction of the 
household both physically and biologically 
more work effort had to be deployed in¬ 
cluding that of women and childi^ Finally, 
as we reported elsewhere, the ruthlessness of 
the extractive process could be witnessed in 
the level of malnutrition we recorded in 
1980:52 per cent of the poorest stratum of 
children aged one to Five in our sample ai 
that time were severely malnourished (Bapat, 
Crook and Malaker, 1989], 

Orthodox Marxist analysis would addi¬ 
tionally interpret the non-industrial workers 
in the 390 cohort as a relative surplus, whose 
function would be to exert a downward 
pressure on the wages of the industrial wage 
workers. The rise in incomes recorded 
post-1980 would be regarded as a temporary 
phenomenon reflecting the upturn in the 
business cycle: we note that this is not a 
global phenomenon as it corresponds with 
a deep trough in the global cycle (at bottom 
in 1982). The evidence of a real growth in 
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earnings from most margins) Oi-tupatirms, 
such as domestic scrvK'c, would Iv attributed 
to an artefact in our metfiodologv. that of 
following a coh(>ri through time. Tin relative 
surplus population would have been aug¬ 
mented by the new migrants of the 1980s 
whose earnings may have been lower than 
those of the 390 We cannot prove that this 
IS not the case though we would be surpris¬ 
ed if it explains all. There is no doubt that 
the industrial prolctanat has enjoyed a real 
growth in earnings in Pune over this [leriod, 
and that this is not an aitclact ot cohort 
analysis There is also some evidence in Pune 
of organised labour action by the non- 
factory non government work force, namely, 
by the ‘hamals’ or porters, who are to be 
found among (he mcxlerately well-paid 
workers on our list of job-changers fllible I). 
and whose earnings increase in this sub¬ 
sample was above average in the 1980s 
Finally we propose the development of a 
framework whose origin seems to lie in 
social history (Hareven, 1982) but which has 
been usefully deployed in a case-study of 
migrant households in Penang [Young and 
Salih, 1989). It is possible to trace through 
time synchronous events and their inter¬ 
action at different levels of experience; the 
individual, the household, the industrial 
locality, the macio-economy Eiach has its 
own logical chronology, a concept lamiliar 
in cohort analysis. Hareven describes these 
as different types of time. It would be pos¬ 
sible to add further levels, for instance that 
of the micro-community (for example the 
slum settlement) The figure 1 illustrates, 
with data indicators for three of those levels, 
what would be intended. The virtue of the 
framework is that it allows one to recall the 
string of proces.ses that may impact on the 
hves of individuals.'One can then draw upon 
interpretations from neo-classical or alter¬ 
native paradigms to explain the processes. 

Consider for example the households who 
were the victims of drought I hc progress 
of the national economy iti the 1970s w.is 
slow, punctuated by years of /cri or negative 
grosvth, usually reneciuig harvest shortfall 
This created conjunctural conditions for 
rural people to move towards urban relief 
Fortunately at the local tiiv level this relief 
was indiRXtly sustained by inseslment in new 
indiLstry, offering some piospeci ol survival 
However, in the aftermath of tood shortage 
in the drought stricken couiilrvstdc they 
faced severe fluctuations m tiie icxal cost ol 
living in the cuy As a result, in the period 
from 1976 to 19Msomc households fell from 
being moderately poor into the lowest pover¬ 
ty groups. Their children who were boin in 
the mid-1970s were olicn severely mal¬ 
nourished by 1980 and iheir inadequate 
shelter precipitated acute sickness. lo 
counteract the worst effects in the progiess 
of hostile national and local economic 
events, many households sent their women¬ 
folk out into the local laboui market This 
helped sustain family incomes 

From 1980 onwards the national economy 
picked up, with fewer fluctuations and trend 
growth clear of zero. Inflation steadted 
somewhat, albeit at a raised average level 
Both experiences no doubt lent some stabili¬ 


ty (o trading and bargaining lor remunera¬ 
tion There was a sharp rise in industrial 
employment in the locality, but few of the 
drought victims stood directly to gain from 
that. However, taking the three data in¬ 
dicators together (Figure) sve can understand 
the possibility of a sustained growth in 
household incomes that even the poorest 
enjoyed At the same time their young 
people were coming of age to enter the 
labour force. A few managed moderately 
well-paid jobs. These were the indirect fruits 
of ItK'al economic growth, and the growing 
experience of the migrants after about 15 
years in the city The extra cash could be 
used to buy sufflcient food and improve the 
shelter. Some of the young men and women 
moved out of the home; this gave added 
relief in some cases as their children would 
not be a burden on the household resources. 

However, no household at these levels of 
relative poverty could be confident of con¬ 
tinued survival without further struggle; and 
many of the households have members 
reaching the age of retirement by now. The 
last senous impact of harvest failure was 
only nine years prior to the last survey. The 
rapid growth of the local industry might 
falter as congestion and the cost of living 
in the Pune region nses, for industnal ‘time’ 
has Its maturity and industry begins to ‘age’ 
also. Although the account we have been 
able to give tn this paper may sometimes 
read like a success story, one has also to 
remember the multi-level forces that arc 
stacked against the urban poor, and the 
fragility of the conditions in which they live. 


Notes 

1 For a fuller description of the seven set- 
dements, their history and social composi¬ 
tion, M Bapat [1979, and 1982). 

2 For example, in the original sample only 13 
per cent of Psnmaia's households were in the 
higher pei capiu income stratum (above 
Ks 70), compared with 36 per cent in 
Ganeshnagar 

3 fhe importance of Fctaining the distinaion 
between permanent wage labourers and 
casual wage labourers berames clear in this 
conicxi; see Bromley and Gerry [1979J. 

4 In 1976 of a total of 1,0(X) earners in the 
original sample, just over one half were 
liliteiaie: but only 17 per cent of the 64 in¬ 
dustrial workers were tihtetale [Bapat, 1979). 

5 We have preferred lo use the terms 
'enumerated' and 'unenumerated’ as thex 
imply no more than what they actually repre¬ 
sent; a convenient way of dividing up the 
published data. The terms 'formal' and 
'informal' were meant to imply differences 
in the manner in which contractual agree¬ 
ments were drawn up. We would argue that 
more useful distinctions should be made 
along the hues proposed by Gerry and 
Bromley [1979) among othen, distinguishing 
between different social relations of produc¬ 
tion within the urban environment. Bui 
neither of the two latter caiegorisations are 
adequaiely indicated in published data, nor 
indeed by surveys that simply ask questions 
on occupation and employer, as ours did. 

6 TVventy-seven per c-ent of the 510 households 
in the original survey who had migrated to 
Pune suted that famine, not povertv, was the 
cause of their move [^pat, 1979). 


7 Of the original sample, about’ 10 per cent 
made this claim [Bapat, 1979). 
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Oman International Banks.Aoc. 


BALANCE SHEET OF INDIAN BRANCH 
AS AT 31 MARCH, 1992 


As on 
31.3.92 
(Current 
Year) 


As on 
31.3.91 
(Previous 
Year) 


PROFIT & LOSS ACCOUNT FOR THE YEAR 
ENDED 31ST MARCH 1992 


Year Ended Year Ended 


31.3.92 

(Current 

Year) 


31.3.91 

(Previous 

tear) 


Schedule Rs. in OOO’s Rs. in OOO’s 


Schedule Rs. in OOO’s Rs. in 0(X)’s 


CAPITAL AND LIABILITIES 

Capital I 

Rnerves and Surplus 2 

Depositi 3 

Borrowings 4 

Other Liabilities and 
ProWkioiu S 

TOTAL 


2,000 

61,388 

1.638.812 

198.968 

190.469 


2,000 

50,484 

1,190,010 

274,742 


2,091,637 1,651,814 


II INCOME 
Interest earned 
Other Income 

TOTAL 

11) EXPENDITURE 
interest expended 
Operating Expenses 
Provisions and contingencies 

TOTAL 


281,765 

43,925 


157,704 

42,880 

94,021 

294,605 


167.813 

41,386 


325,690 209.199 


98,109 

39,011 

43,720 


fkSBETS 

Cash and balances with 
Reserve Bank of India 
Balances with Banks 
and money at call and 
short notice 
Investments 
Advances 
Fixed Assets 
Other Assets 

TOTAL 


Contingent Liabilities 
Bills for Collection 


402,092 94,578 


124,008 

455,921 

1.056,363 

11,564 

41,689 


117,008 

358,167 

992,478 

13,222 

76,361 


2,091,637 1,651,814 


3,579,698 1,974,245 

92,405 26,017 


Notes to Accounts 17 

Notes and schedules to the accounts form an integral part of 
the Balance Sheet. 

This is the Balance Sheet referred to in our report of even date. 


III) PBOFIT/LOSS 
Net Profit for the year 
Profit brought forward 

TOTAL 

IV) APPROPRIATIONS 
TVansfer to statutory 
reserve 

TVansfer to Provision for 
tax of prior years 
TVansfer to Government/ 
proposed dividend 
Remitted to Head Office 
Balance carried over to 
Balance Sheet 

TOTAL 


31,085 28,359 

34,012 32,826 

65.097 61,185 


65,097 


Notes to Accounts 17 

Notes and schedules to the accounts form an integral part of 
the Profit and Loss account 

This IS the Profit and Loss Account referred to in our report 
of even date. 


SdA 

P. N. GHATALIA 
hrtner 

For and on behalf of Price Waterhouse 
Chartered Accountants 

Bombay 

Dated 22 April 1992 


For Oman International Bank S.A.O.G 
Sd/- 

R. KRISHNAN 
Chief Manager - India 
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Oman International Banks aog. 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON MARCH 31. 1992 



■PMjl 

As on 


As on 

As on 



31.3.9! 


31.3.92 

31.3.91 



(Previous 


(Current 

(Previous 



kbar) 


Vbar) 

\bar) 

Schedule 


Rs. in OOO's 

Schedule 

Rs. in 000’s 

Rs. in OOO’s 

Schedule 1—Capital 



Schedule S—Olh«- 



Capital 

2,000 

2,000 

Liabililiea suid 



Amount of deposit kept with the 



ProvisioBB 



Reserve Bank of India under 



1) Bills Payable 

16323 

8,066 

Section 11(2) of the Banking 



11) Inter-Office Adjustments 



Regulation Act, 1949 


1 

(net) 

31,067 

32,797 

(Refer note below) 



111) Interest accrued 

45,495 

39,739 

TOTAL 

2,000 

2.000 

IV) Others (including Provisions) 

97,084 

53,976 




TOTAL 

190,469 

134,578 

Note: Amount of deposit kept with the Resei've bank of India 

under Section 11(2) of the Banking Regulation 

1 Act. 1949 




(including capital) is R$. TWo crores fifty lacs (P.Y. Rs. One crore 

Schedule 6—Cash and Balances 



ninety lacs). Market value of security lodged Rs. IVvo crones forty- 

with Reserve Bank of India 



six lacs five thousand (P.Y. Rs. One crore eighty-five lacs eighty- 

1) Cash in hand 



two thousand). 



(including foreign 



Schedule 2—KeaerveM it Surplus 

1) Statutory Reserves 

Opening Balance 

Additions during the year 

1 

16,472 

6,217 

10,800 

5,672 

currency notes) 

11) Balances with 

Reserve Bank of India 

i) in Current Account 

ii) in other accounts 

2,725 

399.367 

Nil 

1,129 

93,449 

Nil 


22.689 

16,472 







Deductions during the year 

Nil 

1 1 

! Nil 

1 

TOTAL 

402,092 

94,578 

II) Balance in Profit 
and lx>ss Account 

! 22,689 

16,472 

Schedule 7—Balances 



38,699 

34,012 

with Banks and Money at 

Call and Short Notice 




61,388 

50.484 

I) In India 



TOTAL 

1 

i) Balances with banks 



Schedule 3—DepuaitH 



a) In current accounts 

b) In othei deposit 

114.752 

113,368 

A. 1) Demand Deposits 

Nil 

242,262 

Nil 

201,977 

accounts 

Nil 

Nil 

i) From Banks 

ii) From Others 

ii) Money at call 
and short notice 

11) Savings Bank Deposits 

13,315 

5^42 

a) with banks 

Nil 

Nil 

ill) Ibrm Deposits 


105,043 

b) with other 

i) From Banks 

ii) From Others 

265,374 

1,117,861 

institutions 

Nil 

Nil 

877,748 




TOTAL 

1,638,812 

1,190,010 

TOTAL 

114.752 

1 113,368 

Schedule 4—BorrowingR 



II) Outside India 


■1 

I) Borrowings in India 



i) In current accounts 

9356 

HI 

i) Reserve Bank of India 

98,280 

76,589 

ii) In other deposit 


ii) Other Banks 

68.755 

111,250 

accounts 

Nil 


iii) Other Institutions 



lii) Money at call and 



and Agencies 

II) Borrowings outside India 

20,048 

11,885 

69,612 

17,291 

short notice 

Nil 

■BQ 

TOTAL 



TOTAL 

198,968 

274.742 

9356 

3,640 

Secured borrowings included in 

1 and 11 above-Rs Nil 

1 

j 

GRAND TOTAL 

124,008 

117,008 


__ 
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SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON MARCH 31. 1992 



■ Schedule t—Inveatmenls 
I) invcstmenis in India 

i) Government Securities 

ii) Other approved 
securities 

iii) Shares 

Less: Provision for 
diminution in 
investments 

iv) Debentures and 
Bonds 

v) Subsidiaries and/or 
joint ventures 

v) Others (to be 
speciHed) 

TOTAL 


Refer Note I. (iii) of 
Schedule 17 - Notes to Accounts. 

Schedule 9—^Advanoe* 

A) i) Bilb purchased 
and discounted 

ii) Cash credits, overdrafts 
and loans repayable 
on demand 

iii) Ibrm loans 

TOTAL 


B) i) Secured by tangible 
assets 

ii) Covered by Bank/ 
Government Guarantees 

iii) Unsecured 

TOTAL 


C) Advances in India 
Others 

TOTAL 


Refer Note 1. (iv) of 
Schedule 17 - Notes to Accounts. 


As on As on 
31.3.92 31.3.91 

(Current (Previous 

Vhir) >bar) 

Rs. in 000’s Rs. in OOO’s 


551,368 447.390 


299,256 347,013 

205,739 198,075 

1,056,363 992,478 


454,236 590,192 

422,545 169,226 

179,582 233,060 

1,056.363 992,478 


1,056,363 992.478 

1,056,3« 992,478 




Schedule Id—Fixed Assets 
I) Premises 


II) Other Fixed Assets 
(including furniture 
and fixtures) 

At cost as on 31st March 1991 
Additions during the year 
Deductions during the year 
Depreciation to date 


NET BLOCK 

Refer Note 1. (v) of 
Schedule 17 - Notes to Accounts 

Schedule 11—Other Ass<;ls 

I) Inter-office adjustments (net) 

II) Interest accrued 

III) Ihx paid in advance/tax 
deducted at source 

IV) Others 

TOTAL 

Schedule 12—Coutiagenl 
Liabilities 

1) Liability on account of 
outstanding forward 
exchange contracts 

II) Guarantees given on 
behalf of constituents 

a) In India 

b) Outside India 

III) Acceptances, endorsements 
and other obligations 

IV Other Items for which 
the Bank is contingently 
liable: 

a) Liabilities on 
bills of exchange 


As on 
31.3.91 
(Previous 
Year) 

Rs. in OOO's 


At cost as on 31st March 1991 

6,472 

6.472 

Additions during the year 

Nil 

Nil 

Deductions during the year 

Nil 

Nil 

Depreciation to date 

(1.079) 

(820) 

1 

5,393 

5,652 


14,235 

692 

(454) 

(8,302) 



9,180 

5,558 

(503) 

(6,665) 


Nil 

6a976 


1,503,2881 701,130 


477,978 356,551 

Nil Nil 

939.457 519,064 


rediscounted 

650,000 

397,500 

Disputed Income tax 



liabilities pending 



in appeal (net) 

8,975 

Nil 

TOTAL 

3,579,698 

1,974,245 


1150 


Lconomic and Political Weekly May 30, 1992 



















^ ^ Oman International Banks.A.o.G. 


SCHEDULES FORMING PART OF THE PROFIT & LOSS ACCOUNT 




Year Ended 

Year Ended 


Year Ended 

Year Ended 


31.3.92 

31.3.91 


31.3.92 

31.3.91 


(Current 

(Previous 


(Current 

(Previous 


Year) 

Year) 


Year) 

War) 

Schedule 

Rs. in 0(X}'s 

Rs. in (X)0’s 

Schedule 

Rs. in 000’s 

Rs. in 000’s 

Schedule 13—Intereat Earned 



Schedule 16—Operating 



I) Inlerest/discount on 



Expenses 



advances/bills 

II) Income on 

221,869 

121,090 

1) Payments to and 



investments 

37,087 

30,650 

provisions 
for employees 

5,059 

4,328 

III) Interest on balances 





with Reserve Bank of 

India and 



II) Rent, taxes and 



inter-bank funds 

20,660 

14,297 

lighting 

5,744 

9,690 

IV) Others 

2,149 

1.776 

III) Printing and 








TOTAL 

281,765 

167,813 

stationery 

1,350 

3,962 

Schedule 14—Other Income 



IV) Advertisement and 






publicity 

2,726 

1,316 

I) Commission, exchange 
and brokerage 

35,801 

30,631 

V) Depreciation on bank’s 



II) Front on sale of 



property 

2,221 

1,592 

investments 

Less: Loss on sale of 

10,959 

7,436 




investments 

(10,917) 

(4.210) 

VI) Directors’ and 



ill) Front on sale of land. 



Local Advisory 



buildings and other assets 

39 

50 

Board members’ 



Less; Loss on sale of land 



fees, allowances 

386 

329 

buildings and 
other assets 

Nil 

(4) 

and expenses 



IV) Net Front on exchange 



VII) Auditors’ fees and 



transactions 

7.556 

6,913 

expenses 

105 

79 

V) Miscellaneous 






Income 

487 

570 

VIII) Law Charges 

417 

210 

TOTAL 

43.925 

41,386 

IX) Postages, telegrams. 








Schedule 15—Interest 

Expended 



telephones, etc. 

6,176 

6,209 

I) Interest on deposits 

100.190 

68,338 

X) Repairs and 
maintenance 

778 

647 

II) Interest on Reserve Bank 
of 

India/Inter-bank 



XI) Insurance 

862 

952 

borrowings 

55,332 

27.108 




III) Others 

2,182 

2,663 

XII) Other Expenditure 

17,056 

9,697 

TOTAL 

157,704 

98,109 

TOTAL 

42,880 

39,011 








L- - --- - 


_ 
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Scheduir 17—Nolm forminff part of the arrounln for ihr yrar rndid 31 March, 1992 

I. Principal Accounting Policica: 

i) General: 

The accompanying financial stalemenK have been prepared on the historical cost basis and conform to the statutory provisions and 
practices prevailing in the country. 

ii) TVansactions involving foreign exchange. 

a. Monetary assets and liabilities have been translated at the exchange rales prevailing at the close of the year. 

b. Income and expenditure items have been translated at the exchange rates ruling on the date of the transactions. 

c. Profit or loss on forward contracts have been accounted for. 

iii) Investments: 

investments are stated at the lower of aggregate cost or market value and provision is taken for any decline in value. 

iv) Advances: « 

a. Kovisions for doubtful advances have been made to the satisfaction of the auditors based on a periodic review of advances and 
after taking into account the portion of advance guaranteed by the Deposit Insurance a nd Credit Guarantee Corporation, the Export 
Credit and Guarantee Corporation and similar statutory b^ies 

b. Provisions in respect of doubtful advances have been deducted from advances. 

c. Provisions have tmn made on a gross basis. Thx relief which will be available when the advance is written off will be accounted 
for in the year of write-off. 

d. Interest on doubtful Advances has generally been credited to the Interest Suspense Account and is netted off for piesentation 

v) Fixed Assets: 

a. Premises and other fixed assets have been accounted for at their historical cost 

b. Depreciation has been calculated on a straight line basis to write off the cost of fixed assets over the expected useful lives of the 
assets duly certified by the management. The principal periods used are: 




Premises 

Furniture and Fixtures 
Equipment 
Motor Vehicles 
Computers 


25 years 
5 years 
5 years 
5 years 
5 years 


ThA depreciation so provided is higher than the depreciation computed in accordance with Schedule XIV of the Companies Act, 1956. 


t 


) Staff Benefits: 

Contribution to gratuity fund has been made on an accrual basis based on the computation made by the management nl the Bank. 
1A separate fund for gratuity has been created 

2. AMet Profit: 

Ti 'he net profit disclo.scd in the profit and loss account is after: 

i) Provisions for taxes on income is in accordance with statutory requirements. 
iF) Provision for doubtful advances. 

iii ) Head Office administrative expenses to the extent estimated to be allowable under Section 44C of the Income Tax Act 1961 

3. G4 eneral: 

T| ie figures of previous year have been regrouped/rearranged wherever necessary, 

■ for Oman International Bank SAOCi 


SdA 

R Krishnan 
Chiel Manager—India 


Audilon' Report on the Indian Branch of the Oman Inlemalional Bank S.A.O.G. under Section 30 of the 

Banking Regulation Act, 1949. 

3Ve l^vc audited the attached Balance Sheet of the Indian Branch of the Oman International Bank S.A.O.G. as ai March 31, 1992 and 
the leiauive Profit and Loss Account of the Indian Branch of the Bank for the year ended on that date signed by us under reference to this report 
In#accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of Sub-Sections (I), (2) 
and# (5) of Section 211 and Sub-Section (5) of Section 227 of the Companies Act, 1956, the Glance Sheet and Profit and Loss Account together 
h the notes thereon are not required to be and are not drawn up m accordance with Schedule VI to the Companies Act, 1956 The accounts 
therefore, drawn up in conformity with Forms "A" and "B" of the Third Schedule to the Banking Regulation Act, 1949. 

^(1) We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the purposes 
of our audit and have found them to be satisfactory ' 

(2) The transactions which have come to our notice have been, m our opinion, within the powers of the Indian Branch of the Bank. 

(3) in our opinion, proper books of account as required by law, have been kept by the Indian Branch of the Bank so far as appears from 
our examination of these books. 

(4) The above mentioned Balance Sheet and Profit and loss Account of the Indian Branch of the Bank dealt with by this report are in agree¬ 
ment with the books of account. 

(5) In our opinion and to the best of our information and according to the explanations given to us the Balance Sheet and Profit and Loss 
Account together with the notes thereon give the information required by the Companies Act, 1956 as amended, in the manner so required 
for Banking Companies and on such basis the said Balance Sheei gives a irue and fair view of the state of affairs of the Indian Branch 
of the Bank as at March 31, 1992 and the Profit and Ixiss Account gives a true and fan view of the profit of the Indian Branch of the 
Bank for the year ended March 31, 1992. 

Sd/- 

P N. GHATALIA 
Partner 

„ . For and on behalf of 

. PRICE WATERHOUSE 

Dated; April 22, 1992 Chartered Accountants 
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Female Infanticide in Rural South India 

Sabu George 
Rajaratnam Abel 
B D Miller 

frtfanticide has been practised in all continents, but little dependable primary data exists on this subject. Presented 
here are findings on female infanticide for a rural south Indian population. These data were collected as part 
of a major four-year field study on child growth and survival in a 13,000 population and have been coi\firmed 
directly with the families concerned. Female irfanticide is practised in only 6 of the 12 study villages effecting 
about 10 per cent of new-born girls. Reported here are the demographic consequences and social factors associated 
with this are considered. Seventy-two per cent of all female deaths were due to femicide and misclassification 
of these deaths would grossly distort the significant child survival achieved by this population. 


AMONG humans, infanlicide is a 
longstanding and widespread practice' The 
stu^ of infanticide among humans—its 
motivations, methods, and determinants— 
has a long history extending from commen¬ 
taries of early travellers to contemporary 
fieldwork-based studies. Ixing-term scholar¬ 
ly inicresi in the subject of infanticide 
however, and decades of intensive anthro¬ 
pological fieldwork on the related topics of 
household formation, birth practices, and 
child care yield surprisingly little dependable 
information on infanticide especially direct 
infanticide It is difficult to obtain firsthand, 
carefully confirmed data on infanticide cases 
and the social variables related to inlanticide 
in sufficient quantity to allow theory testing. 

Absence of information on direct or in¬ 
direct infanticide in a given study docs not 
necessarily mean that such practices arc in 
fact non-existent The researchers simply 
may have overlooked them, intentionally or 
unintentionally Several reasons explain 
scholarly inattention lo.infanticide Most im¬ 
portant, there is the problem of gathering 
enough data on direct or indirect infanticide 
through a briet field trip. Even in a large 
study population (of over a thousand, for 
instance), the number of infanticides that 
might occur is small. For example, Sargent, 
who has written an insightful study of witch¬ 
craft and infanticide in a west African 
population, learned of five cases of infan¬ 
ticide during her field trip of 1976-77 ’ In 
addition to the problem of small numbers 
of ca.ses, the subject of infanticide bears a 
certain amount of stigma for both the 
population concerned and the anthro¬ 
pologist who studies it 
Therefore, most anthropological studies 
of deliberate and direct infanticide, in par¬ 
ticular, rely on inferential evidence, largely 
secondhand reports from informants who 
inform the anthropologist of intanticides 
they have heard about.' In such local 
studies of direct infanticide, numbers of 
reported cases are still quite small, thus 
limiting theory testing and analysis. For in¬ 
stance. in their study of the Tarahumara of 
Mexico, Mull and Mull interviewed 20 
women about their knowledge of infan¬ 
ticide.'' They found that 95 per cent of the 
women knew of at least one case of infan¬ 
ticide when the mother had no husband or 
had ‘too many children, 55 per cent knew 


of at least one case of infanticide of a 
‘damaged’ child, and 10 per cent knew of 
at least one case in which a sickly infant had 
been killed. All the women questioned knew 
of at least one such circumstance. Due to 
limitations of their data. Mull and Mull can 
provide little insight beyond this basic infor¬ 
mation on people's knowledge of various in¬ 
stances of infanticide, the methods used, and 
>ome anecdote.s. Bugos and McCarthy’s 
study ot infanticide among the Ayoreo, a 
tribal population of south-western Bolivia, 
involves a more quantitative approach.- 
Their fieldwork, conducted from January 
1980 to March 1981, provides information 
on many more ca.ses of infanticide than they 
discuss since they limit their study to "well- 
documented cases in which the mother was 
a party to the decision to kill the child. 

and to only those cases in which the sex 
of the infanticide victim is known.”'' They 
ate concerned mainly with the reasons for 
inianticidc, and their analysis reveals two 
general patterns infanticides due to the con¬ 
dition ol the mother or infant, and infan 
ticides due to uncertain .social or physical 
factors (such as being resettled on a reser¬ 
vation). Analysis of the marital hi.stories of 
the mothers involved reveals the overarching 
importance of marital instability. 

larger state-level populations can be 
studied through archival data, such as parish 
records or early censuses.' But this strategy 
IS constrained by the ncce.ssity of having to 
infer infanticide from the data and the lack 
of firsthand observational insights on related 
aspects of the society under consideration." 

A contemporary analysis of official 
statistics on infanticide eases in Canada, 
alternatively, provides dirtx't and confirm¬ 
ed evidence m 148 ca.ses for 1961-1979 ^ But 
like the historical.'census-based studies, this 
one is limited in ils ability to provide 
understanding ot social context and motiva¬ 
tions. The authors are removed from the 
people who committed the infanticide; they 
cannot inteiview them and must in.stead 
infer motivations on the basis of the 
social/cultiiral data available, such as age 
and sex of the victim, age and sex of the 
pel son who killed the infant and relation¬ 
ship to the infant 

In an extensive informant-based study of 
infanticide, Nutini examines 250 cases of in¬ 
fanticide in an area of rural Mexico which 


are definite and confirmed on the basis of 
detailed interviews.'" Many of the cases in 
the study occurred while Nutini was in the 
field, but others are included on the basis 
of recall and are thus not as reliable in their 
details as the others. His detailed research 
on infanticide is possible becau.se of his long¬ 
term residence in the area (every .summer 
ovci the past 30 years), widespread social 
networks, and rapport with the people of 
several villages. The-data reveal a complex 
pattern of witchcraft beliefs as ideological 
justification for the infant deaths, and social 
patterning of the victims whereby high parity 
children are killed and girls more frequently 
than boys in recent times. 

SiuDY Area and Popui ation 

The larger study, of which the infanticide 
data constitute one part, was conducted in 
a rural area in the South Indian state of 
Tamil Nadu. The research was carried out 
in 12 villages of K V Kuppam block. North 
Arcot Ambedkar district, Thmil Nadu state. 
South India, for four years beginning in 
September 1986." 

The 12 study villages are noncontiguous, 
scattered in the peripheral areas of K V 
Kuppam block. Most villagers are Hindus, 
and a small proportion are Christian con¬ 
verts. While villages in the study area differ 
slightly from each other in their caste com¬ 
position, the average distribution is 56 per 
cent gounders, 31 per cent harijans, II per 
cent other backward castes, and 2 per cent 
forward castes.'* Sixty per cent of the 
mothers in the study are illiterate. 

Socio-culturaily, the studylirea is Dravi- 
dian, a term which implies, in addition to 
language, distinct features of marriage, 
imrahou.sehold dynamics, female status, and 
other practices, in comparison to non- 
Dravidian north India." Most notably, 
characterisations of Dravidian sociocultural 
dynamics emphasise consanguineous mar¬ 
riages, sometimes between uncle and niece, 
first cousins or more extended kin relations 
within the same village or micro-region,'^ 
relatively equal treatment of sons and 
daughters m terms of food and medical care, 
and relatively high status of adult women 
within the household vis-a-vts males in the 
same household. Literacy rates of women are 
higher in the south than the north, and cur- 
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rently ail new teachers in government 
primary schools in Ihmil Nadu must be 
women. Fertility rates tend to be lower in the 
south than the north.’’ The Ikmil Nadu 
state government has instituted special 
monetary incentives for weddings of girls 
above the age of 18 years who have com¬ 
pleted the 8th standard. Sex ratios (both for 
the juvenile and total populations) in recent 
decades have been near equality at the 
distnct level. “ 

None of this, however, should be taken to 
imply that gender equality prevails in South 
India. Instead, one should realise that gender 
inequality exists, but is less extreme than in 
India’s north-west. Furthermore, it should 
be remembered that this typification is 
drawn in very general comparison to the 
more patriarchal north-west and should not 
be assumed to apply to all contexts in the 
south where considerable variation from the 
general pattern can be found within a region, 
village, or even family 

The data on female infanticide were 
gathered as a part of a prospective study car¬ 
ried out during April I, 1987 to September 
30, 1989. All pregnancies in the 13,000 
population during this period were follow¬ 
ed. The study includes a total of 773 birth 
outcomes involving 772 mari led women and 
one unmarried woman. There were 766 
singletons and seven sets of twins. Ibtal live 
births were 759 of which 378 were male and 
381 female. The observed sex ratio at birth 
is not significantly different (at p >> O.OS) 
from the standard sex ratio at birth of 105 
males to 100 females, observed in large 
populations worldwide Of the 21 stillbirths, 
eight were male and 13 female 

Each village had an assigned village level 
worker whose primary function was to pro¬ 
vide education about child care to village 
mothers. The worker in all cases was a local 
resident of the village and had been trained 
at RUHSA (Rural Unit for Health and 
Social Affairs, headquartered in Kavanur 
village). The village worker’s normal duties 
included keeping track of reproductive events 
among the entire village population, a task 
which was accomplished through visiting 
each home every 10 to 12 days. Every house 
in which an infant is born is visited within 
two days of the birth. Such regular home 
visiting generates high quality household 
demographic data since no pregnancy and 
its birth outcome can be overlooked by the 
health workci s. 

The fact that an infanticide has been com¬ 
mitted is widely discussed among the village 
women, lb the outsider, however, the cause 
of death is misreported. The village workei, 
thought IS from the same village and is aware 
of the possibility of infanticide. This is con¬ 
firmed with the mother and immedi.iic 
relatives. After about five months following 
the establishment ol excellent rapport with 
the study families, the field team had 
knowledge of the intent of infanticide c'.en 
before the birth occurred m many cases The 
father oi other family members would tell 
the vtllag.- worker that il the current 
pregnancy resulted in the birth of a female, 
it would be ki'lcd ' 


The infanticide data on which this paper 
is based, therefore, are unusually depen¬ 
dable. The reported number of cases is a 
conservative estimate. At least three other 
female infant deaths during the period are 
likely to have been infanticides, and uncon¬ 
firmed female infanticide may account tor 
the disproportionate number of females (13 
ouj of 21) reported as stillbirths (infanticide 
at birth may be misreported as ‘sevappiT- - 
blue baby syndrome—or as a stillbirth). 
These deaths are probable, but not certain 
infanticides, and thus they ate not included 
in this study as infanticides. Also nut includ¬ 
ed are female infanticides that occurred 
before the reference period or 
subsequently ’’ 

Other inlormation gathered concerns the 
village in which the infanticide iKcurrcd, 
caste of the household in which the infan 
ticide occurred; age, sex and bitlh order of 
the reference infant; twinship status of the 
reference infant; and marital status of the 
mother. The following discussion reports on 
the analysis of these variables in relation to 
the cases of female infanticide. 

PATTr RNS OF iNFANTIC'inE 

In the study population of 13,(KX) there 
were a total of 773 birth outcomes rccoid- 
ed, involving 759 live births of which 378 
were male and 381 female. Among the 
cohort of live born infants, 56 died in the 
penod of two and a half yeais (from April 1. 
1987 to September 30, 1989), and ol these 
there were 23 males and 3.t lemales Thus 
the male to female mortality ratio was about 
3:4, a very low ratio compared to worldwide 
statistics for societies where gender Dias 
toward infants is not significant which in 
dicate slightly higher male mortality in m 
fancy and eaily childhood due to the 
biological higher vulnerability of boys 

Of these deaths, 19 were confirmed inlaii- 
ticides In other words, of the total 56 deaths 
more than one-third were confirmed infan¬ 
ticides. Of the 23 male deaths, there was no 
infanticide. Among the 33 female deaths, 
there were 19 infanticides Thus more than 
half the female deaths in the 12 study 
villages were due to direct infanticide; in the 
SIX villages m which all the infanticides oc 
ciirred, infanticides constitute 72 pci cent ol 
female deaths (excluding the only ca.se ol the 
female infanticide to the unwed mother) 
Thus, the ‘natural’ death rate in this area for 
female infants is substantially increased 
through the practice of direct inlanticide.'* 
Using the infant deaths of the two one-year 
cohorts (obtained by following each ycai’s 
cohort prospectively foi one year) an infant 
mortality rale (IMR, deaths per 1,000 live 
births) of 69 was obtained foi the whole 
study population; if we siibtiaci out the 
deaths due to female infanticide, the IMR 
drops to 46 Put another wav, in the siv 
villages where female infanticide is practised, 
female mlaniicidcs constitute 9 7 per cent of 
all female births 

Only female tnfanticidc occurred durini; 
the study penod However one case ol male 
infanticide h.id occurred iiist before the 


beginning of the study period (February 
1987), where the mother lost her husband 
and killed the male child soon after birth, 
after which the mother remarried. In the 
case of the unwed mother, she tried to abort 
the pregnancy, which was unsuccessful and 
commuted female infanticide when it was 
born Maternal motivations for infanticide 
mav be said, therefore, to vary on the basis 
ol marital status (the mother’s motivations, 
in luin, are likely to be influenced by her 
natal family and their concerns for loss of 
status) II IS likely that, no matter what the 
intant’s gender, an unmarried or a newly 
married mother who becomes widowed may 
be impelled lo commit infanticide Unwed 
motherhood as a motivation for infanticide 
has been documented for historic periods in 
Europe’’’ and contemporary Canada.^® 
Another case of male intaniicide occurred 
after the study period, where the child had 
a severe congenital anomaly Despite utilisa¬ 
tion ot the necessary corrective surgery and 
post operative care (free of cost) for over 
twc> months, infanti-.ic'c wii. .t-mmilled the 
day the child was laki n ticmc. 

Tlie prevalence of infamicide in the 

study villages corrcS)X.'.id.s with a report of 
gender sfiecific i"l:iiiticint m a nearby 
population, the Kallar? of Madurai 
dtstricl ■' The kallarc discussed arc 
smallholding tatmers and landless 
agriculliiral laboums who sometimes resort 
to poisoning second ootn, and mbsequenf, 
daughters According to local hospital staff 
estimates reported m tiie amcic, a very high 
percentage ;'t female infanis are victims of 
infanticide 

The statistics are sliockaiE Ne<irlv 600 lemale 
births 111 the KalU' croup ait* tet'orded in the 
Usilampatti government hospital e/ery year, 
and out of ihese an estimated "^70 babies 
vanish wch then nioihers Hospital 
souiccs estimate that nearly 8<! pei cent of 
these vanishing babies more than 
450 -become victiiiii of iiilantieide.^'' 

This assertion implies that, within the 
subgroup disi ussed. about 70 per cent (-150 
out ol 570 infants) ot inlant g/rls are inian 
licidc vases .Such ,•> high perceniage merits 
careful ka'al investigations for confimiation, 
but IS not out of the realm of possibility 
given historic data on similarly high rates in 
north west India during the 19th century^’ 
and the pattern reported tor a region of con¬ 
temporary Rajasthan in which very few girls 
arc kept alive 

In terms of the possible historic roots of 
female infanticide (direct or indirect) in 
South India, we can only speculate concer¬ 
ning the Kallar practice,’' or what the pre- 
sem study shows for K V Kuppam block, 
though the FR’s field conversations reveal¬ 
ed a pattern of at least several generations. 
Adding some confirmation to the possibili¬ 
ty that the practice is of longstanding are 
some lefeiences to female infanticide in 
South India in the 18(X>s among the Kallars, 
Khorids, and Todas It *s possible, 
therefore, that the contemporary situation 
has antecedents far back in time, but at¬ 
tempts at more detailed historical 
reconstruction have yet to be made 
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One of the most inteiesting and perplex¬ 
ing results of this analysis is the clearly 
demarcated village clustering of female in¬ 
fanticide cases. All 19 cases of female infan¬ 
ticide occurred in six of the study villages 
which are in the same part of the block; in 
the other six villages there were no cases. 
Overall (all ages combined) sex ratios con¬ 
firm the pervasiveness of this pattern and 
its effects on village demographics. In the 
12-viilage study population, the overall sex 
ratio (females per males) at the time of the 
study was 977.S. In the villages where female 
infanticide was practised, the sex ratio was 
939.8, while in the othCT villages it was 
1018.6. Sex ratios in the under-five age group 
reflect this different distribution as wdl, with 
a surplus of boys in the former villages and 
a surplus of girls iq the latter at all times 
during four years. Also, the PR observed in¬ 
stances of d^berete female neglect more fre¬ 
quently in the former than the latter. 

The villages in which female infanticide 
occurs tend to be even mote remote and have 
less educated populations than the villages 
with no cases of ferruile infanticide. They are 
located in a hilly and more isolated part of 
the block, cut off from outside influences 
more notably than the non-infanticidal 
villages. Out of the six infanticidal villages, 
only two have bus service, while in the six 
non-infanticidal villages, all but one have 
bus service 

The caste composition of the villages with 
the female infanticide cases differs from the 
other villages in that they are predominant¬ 
ly gounder, with lower proportions of the 
other caste group! Of the 18 cases of female 
infanticide (of married mothers), 17 were 
among the gounders. The remaJning one 
case occurred among the arunthatis (cob¬ 
blers). a scheduled caste.These arun¬ 
thatis, like the gounders. are a highly con- 
•sanguineous group. No cases occurred 
among the harijans. Consanguineous mar¬ 
riages ate common in this ar^ Most fre¬ 
quent arc marriages between uride and niece, 
and first and second cousins. In the six 
villages where female infanticide occurs, 
rates of consanguinity are much higher 
(almost 63 per cent of the families) than in 
the non-infanticide villages (about 40 per 
cent of the families). Specifically, in 
reference to uncle-niece marriages, 6 per cent 
of marriages ate of this form in the non- 
infiuiticidc villages, while 11.2 per cent are 
in the infanticide villages. This correlation's 
significance has yet to be etplained, since 
it involves a very different kinship dynamic 
than in India’s north-west where female in¬ 
fanticide is clearly associated with 
hypergamy and extensive exr^amy. 

Another distinguishing feature of the 
villages where female infanticide occurred 
IS that they also are the villages in which all 
the twins were born; over the entire study 
period of two and a half years no twins were 
born in the other villages.^' As in many 
other cultural contexts, the chances of a 
female twin dying through direct or indirect 
infanticide, in either a male-female or 
female-female set, are very high.^ In this 
study area none of the twins died as a result 


of direct infanticide, but the senior author 
is aware that a female twin may be mote sub¬ 
ject to neglect than a male twin, and a 
female infant bora after a set of twins is very 
likely to be killed. 

The age at which death occurred is 
p^ominantly v^ young. Seventeen of the 
19 female infanticide occurred within seven 
djays of Ijirth. one on the ninth day after 
bWh, and the renuuning one on the 16th day. 
In the entire study population, there were 
a total of 18 female infant deaths during the 
First seven days after birth, and 17 of these 
were confirm^ infanticide (the single non¬ 
infanticide death was due to prematurity of 
the infant). Thus, the First week of life is ex¬ 
tremely risky for female infants, but not 
because of ‘iMtural’ cause. 

Notably, only one female infanticide (by 
a married mothe) involved a first-born 
daughter. All the other victims had birth 
orders greater tium one, and each of these 
familie had at least one surviving female 
child at the time, and usually they had two. 
This pattern correponds to the well known 
parity-specific praaice of female child 
neglect in north-west India which seems to 
protect and preserve ilrst-bora daughters but 
discriminate against higher parity 
daughters.^ Discrimination in child treat¬ 
ment based on the child’s gender interacting 
with birth order has also been documented 
in Ibkugawa Japan.’’ 

Although the gounders involved in female 
infanticide live in remote villages, they are 
the upper social stratum of their villages. In 
fact, gounders own a signiFicant proportion 
ot the land in North and South Arcot 
districts, lb assert that, relatively speaking, 
the gounders are well-off does not mean that 
they do not feel economic pressures when 
it comes to raising daughters. As in north¬ 
west India, it is precisely the costs of rais¬ 
ing daughters according to upper-class rules 
that create severe constraints on household 
finances. 

Excess Female Mortai i i y 

The data on 12 South Indian villages 
discussed here show unequivocally that 
female infanticide greatly increases the area's 
female infant mortality level. Indeed, if one 
were seeking to explain high rates of infant 
mortality in this region, ignoring the role of 
direct female infanticide would entail 
overlooking the cause for the majority of 
female infant deaths. 

The results of this study present a 
challenge to concepts about the benefits of 
rural socio-economic development and 
biomedically-oriented health care program¬ 
mes. First, this research suggests that the 
villages in which female infanticides occur¬ 
red are less ‘developed* in terms of urban 
linkages, services, and education than the 
non-infanticide villages. Although one can¬ 
not assume simply that bringing ‘develop¬ 
ment’ to the more remote and less 
‘developed’ villages would neces.sarily bring 
about an immediate reduction in female in¬ 
fanticide, this is a possibility that should be 
held open for further investigation It is 


unlikely, however, that ‘devdopment’ in itaelf 
would be sufficient in the short run, since 
it has been found that, with increased 
resources, people who disfavour daughters 
and favour sons follow a pattern of divert¬ 
ing even more resources . to sons than 
daughters. Second, a simple biomedical ap¬ 
proach to improved infant mortality rates in 
the area would have only a small effect in 
changing the ‘unwanted’ status of certain 
daughters. A holistic approach is required 
for changing such a complex system of 
values about girls and women, and exten¬ 
sive study of the underlying social dynamics 
in this micro-region (such as marriage 
payments, marriage links among villages, 
women’s economic opportunities, etc) would 
be helpful in constructing needed policies to 
reduce female infanticide. 

In terms of public health involvement, the 
intensive home visitation system has been 
shown to be effective elsewhere in India.” 
in co-ordination with carefully maintained 
household-by-household records on births, 
in reducing deaths of unwanted daughters 
and promoting pregnancy planning to pre¬ 
vent future unwanted births. Also related, 
and on the positive side, is the recent decline 
in fertility rates in the area,” a possible in¬ 
dication that fewer unwanted daughters arc 
being born and thus fewer becoming victims 
of infanticide The option of sterilisation by 
women who have obtained the desired 
number and gender composition in their off¬ 
spring may significantly reduce the number 
of unwanted female births. Other govern¬ 
ment policies related to raising the status of 
women may also have a beneficial impact; 
.scholarships for women students, special 
emphasis on women in poverty alleviation 
programmes, reservations (reserved slots) in 
local community organisations for women, 
and special care for widows. One recent in¬ 
dication of Ikmil women’s relatively high 
status and position, even in the public do¬ 
main, IS their use of voting power to have 
prohibition reinstated. 

This study of a south Indian population 
is a positive step forward in that it provides 
information that can be useful to planners 
in many different Fields of effort. As a re¬ 
cent note drawn from the newsletter Sq/Sr 
Motherhood comments, “Such measures 
can only be successful if better data— 
separate information about girls’ and boys’ 
mortality rates, for instance—are available 
(o planners of health and education. Girls 
are the future of all nations, so it is high time 
the scales were balanced!’” 

Notes 

[The study on growth of pre-school children of 
which this was an incidental part was funded 
by UNICEF and Thrasher. We would like to 
thank D V Mavalankar, P Visaria and L Visana 
for their suggestions.] 
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DISCUSSION 


Ninth Finance Commission's Index of 
Backwardness 

IN Sr«*«“d«*vi 


IN Its second report, the Ninth I mancc 
Commission (NFC ) has adopted the ‘Com¬ 
posite Index ol Backwardness' (CIB) as one 
of the criteria foi the ‘hori/oniar distribii 
tion of the shareable net proceeds with the 
weightagc given lo the mocx being II 25 per 
cent HI respect of income lav and 12 5 per 
cent in respect ol unii'ti excise dunes This 
criterion is based on a coinbinalion of 

(i) population of schcdiiled as’csfSt. land 
scheduled tribes (SI) in each state, and 

(ii) number of agricultural labourers (Agl ) 
in each stale This enierion, as compiled by 
NFC, can be wnllen in the for in 

CIH _ _ 

All India All States ■ 1(K) 

SC/S'F Populaiic'ii 

_Agl of Slate)_! 2‘ 

All India'All Slates ■ liXlj 
Agl 

The Commission felt that the states hav¬ 
ing a larger share ol these two cc>rriponciits 
were hearing a mbsiaiitial pioptmioti ol the 
eapenditurc rcsponsihiliiics Fhese iwo in 
dicatois, they felt, would serve to reflect 
poverty and backwardness ol slates in 'a 
large measure' 

A close look ai Itie NF ( mea.ure shows 
that there aie some major lacunae in the loi- 
mulaiion ol ihe measuie- We i an criticise the 
measure on the lollowing grounds (i) il is 
luvl a comprehensive measure cil backwaid- 
ness, ( 11 ) there is double couiiimg and 
overlapping ol conijHmeiils, and (ill) iheie 
IS a lack ol proper standardisaluni 

The ( omniisMon's (. lU taiinoi be called 
a comprehensive measuie ol backwardness 
as It has taken into account only two > om 
ponenls, namely. SC SI pc'pulaticni and 
agricultural laboiiiers of the slates leaciug 
out other significanl indicators sudi as m 
diistnal and social backwaiducss II was 
observed by the IManiiitig Commission 
(VI Plan) that the scheme of concessional 
finance and central subsidy failed to lake 
into account regional imnalanees m in 
dustrial development Consequently such 
schemes benclited the advanced stales more 
than the industrially backward staies|l| 

Apart from this. Ainaresh Bagclii and 
Uma Datta Roy Choudhury!2| criticised the 
index ol backwardness (pciveris laiio) 
adopted by the NFC in its first rcpoil (the 
reliability ol which was already questioned 
by many states). They have earned out a sim¬ 
ple correlation test between per capita Stale 
Domestic Product and the factors which 
they identined as reflecting the backward¬ 


ness ol states, namely, life expectancy, 
lileracv ratio, per capita energy consump¬ 
tion, per capita consumer expenditure, and 
percentage ot population above poverty line. 
They concluded lhal ol all Ihe faclois, con¬ 
sumption of encigy supplemented with per 
capita Stale Domestic Product would be a 
good measure lor assessing relative revenue 
deficiency of the slates Bui Ihe NFC has ig¬ 
nored, m ils second report, these issues and 
opted for S( 'SI population and agricultural 
labourers 

The measure ol backwardness as defined 
by NFC has an elemeni of double counting 
The NFC has !ak''ii total SC/S'F population 
in a stale plus the luial agnculiimal laboiireis 
ill a state which also includes a portion of 
SC/ST populalion This is bound to lead to 
a bias in the measure ot backwardness A 
simple exercise, therclore, is earned oul to 
assess the magnitude of double counting in 
this measure. Table I shows ihe percentage 
ol Sc /SI jgnculluial labourers in ihe total 
agricultural labourers in each stale, 
calculated from the data available in ihe 
( ensus dcx'unieiUs lor I*)?! Barring special 
category states ol Aruiiachal Pradesh, 
Ass.im, Jammu and Kashmir, Sikkim, 
Manipur and also Cioa, in the remaining 
stales more ihan one third ol the agneullural 
laboureis bcls'iig lo SC SF Only two stales 
cil iion-special calcgorv Males, vi?, 
Maharashtia and Kerala have nearly onc- 
Ihiid i)t less ot Ihe SC'SI populaiion in the 
lolal Among the special category slates this 
ovei lapping ranged Itoni I 59 per cent 
(lamnui and Kashmir) to 82 7(> per cent 
(Meghalaya) whereas among non sjiccial 
category stale-' ii ran.Bcd between .11 19 per 
.eni (Kerala) lo 71 98 per eeni (Punjab). On 
an .rseiagf Ihe oveilapping among 25 states 
IS 45 S) per cent 

Another imporiani point lo be no'cd iii 
line measure is lhal ihe crilerioii of ('IB siif 
lers fioiii ‘lack c>l propel siaiidardisaiion' 
Annexiires V .1A and V 3B shows lhal Nl < 
has taken the absolute figures ol S( /S'T 
population and agricultural labourers ol 
each slate and ihen ealculafed then lelative 
shares in the all india^all stales total With 
this nicihod, the stales with low populalion 
in absolute figures also have a livsv SC/S'I 
jxipulalioii and lend to get a lower wcighlage 
(in the CIB measure) when compared to 
stales with larger populalion F.ver when the 
percentage shares ol SC'/ST population in 
the total popclation ot the states or ol 
agricultural labourers is high tor smalici 
slates, then relative shan.‘s in ihe natiunal/all 
stales total tend to be low Therclore the 
NFC measure is modified by using the 
percentage share of SC/ST population and 


also agricultural labourers (separately) ot a 
state to total population of that state which 
seems more logical. This is clearly seen from 
the Fables 2 and 3. Tible 2 gives the com¬ 
parison ol the NFC mea.surc with Ihe cor¬ 
rected measure among the major 14 states 
while Fable .3 gives the corresponding pic¬ 
ture for ail slates 

Acc'oiding to the NFC measure, Uttar 
Pradesh is found to be the state with the 
highest proportion ol SC/ST population 
(15 88 pel cent) m the lolal SC/ST popula¬ 
tion of all states and Orissa is placed eighth 
with 6 56 r>er cent But under the corrected 
measure, Orissa with 37.09 per cent of 
SC /.SI population lo the total population 
ol that slate, tanks first whereas Uttar 
Pradesh ixcupies eighth place with 21 37 per 
ccni ( oiiseqiienily Uttar Pradesh enjoys a 
larger share m the net proceeds of income 
las and union excise duties under the NFC 
measure when compared lo Orissa which 
slands eighih .Similaily the positions of the 
other stales also vary between the two 
mcasuic-s 

il IS obvious Irom Table 3 that under 
the NFC measure all 14 major states shared 

I MU I 1 MmiNiii'Di or Sr Ht DUi HI 

Cssii 'S< III III I r I) 1 RiBi Ac.riculturai 
I XHOI Rl k inSisiI loiAl AtiRir linURAl 

L SDOI'RI RS 


(Percenlage) 



SC/ST 
Agricultural. 

1 abourers as Per 
('em of Total 
Agricultural 

1 abourers of 
Slate 

1 Aridtwei I’ljcicsh 

41.09 

2 Aninokhrt) Pradesh 

25 26 

3 

15 97 

4 Bihar 

43.36 

5 Cioa 

3.30 

6 Ci'ijaral 

44.41 

7 Harsana 

61 86 

8 Hitiuichal Pradesh 

50.00 

^ .laiiiinu and kashmir 

2L88 

Id Karnataka 

37.84 

It Kerala 

31.19 

12 Madhya Piadosh 

59.63 

13 Maharashtra 

32 36 

14 Manipur 

15.10 

15 Megtialava 

83 01 

16 Mi/oram 

80 02 

17 Nagaland 

33.33 

18 Orissa 

63.33 

19 Punjab 

71 98 

20 Rajasthan 

.59 09 

21 Sikkim 

20 00 

22 laniil Nadu 

43.91 

23 Iriputd 

60 27 

24 1 iiiar Piadcsli 

50.28 

2S \Aesi Bengal 

54 83 

lolal (25 Slalesl 

45 51 


Vole ( ompuied from the data available in 
Primary ( ensus Abstract tor scheduled 
caste and scheduled inhes of SC/ST 
(1981 Census) 

• Calculated troiii proreeled .figures 
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ihe first fifteen ranks indicating large SC/ST 
population (in absolute terms) in those states 
followed by the special category slates. 
According to this table, Mizoram, whose 
•SC/ST population constitutes 93.52 per cent 
of the total population of that slate is ranked 


first in the corrected measure whereas it 
occupied twenty-first position in the NFC 
measure Similarly the positions of states like 
Nagaland (second), Meghalaya (third), 
Arunachal Pradesh (fourth) and Tripura 
(fifth) in the corrected measure differs 


significantly from that of the NFC measure. 

The comparison of the weighted (combin¬ 
ed) relative shares of CIB between NFC and 
corrected measures is also shown in 
Ikbles 2 and 3. Under the NFC measure 
(Table 2), it is to be noted that Rajasthan, 


Tabi f 2" Comparison oi NFC andCorrfcih) MiAsimr of C'IB 
(For 14 Major States) 


SC/ST Population (1981) Agr icultural l.abourers (Combined) W eight^ R elative Share 

~ NFC Measure Corrected Measure NFC Mc^ure" Corrected MeasUre N FC Measure C orrected Meayt e 
Per Cent Rank Per CenC "Rank Per Cent Rank Per Cent Rank Per Cem Rank ftr Cent Rai» 

I 2 3 4 5 6 7 8 9 10 II 12 13 


1 Andhra Pradesh 

7 47 

5 

20.80 

9 

15.13 

1 

9.16 

1 

11.30 

3 

14.98 

5 

2 Bihar 

10 70 

3 

22 82 

6 

1.3.39 

2 

5.97 

5 

12.05 

2 

14.40 

6 

3 Gujarat 

4.89 

II 

21 .38 

7 

4 52 

9 

4.06 

7 

4.71 

10 

12.72 

10 

4 Fiaryana 

1 65 

14 

19.07 

12 

1 07 

14 

1 74 

13 

1.36 

14 

10.41 

13 

S Karnataka 

4.97 

10 

19 98 

II 

664 

8 

6.12 

4 

5.81 

8 

13.05 

9 

h Kerala 

1.88 

13 

1104 

14 

3.48 

11 

5.18 

6 

2.68 

12 

8.11 

14 

7 Madhya Pradesh 

12.97 

2 

37.08 

2 

8.83 

6 

3.76 

8 

10.90 

4 

20.42 

1 

8 Maharashra 

6.87 

6 

16.33 

13 

11.76 

3 

6.97 

3 

9.32 

5. 

11.65 

12 

9 Orissa 

fr56 

8 

37 09 

1 

4.36 

10 

3.33 

9 

5.46 

9 

20.21 

2 

10 Punjab 

3.03 

12 

26 87 

5 

1.98 

12 

1.82 

12 

2.50 

13 

14.35 

7 

II Rajasthan 

6.72 

7 

29.25 

3 

1.39 

13 

0.91 

14 

4.06 

II 

15 08 

4 

12 Tamil Nadu 

6.30 

9 

19.42 

10 

10.97 

4 

7.00 

2 

8.64 

6 

13.21 

8 

13 Uttar Pradesh 

15 88 

1 

21 37 

8 

9.41 

5 

2.32 

11 

12.65 

1 . 

11.85 

II 

14 West Bengal 

1011 

4 

27 61 

4 

7.07 

7 

3.22 

10 

8.50 

7 

115 42 

3 

ToUl (14 .States) 

10000 

— 

23.33 

— 

KXl.OO 

— 

4.67 

— 

100.00 

— 

' 14.00 

— 


SC/Sr Population 
(SC/sr Populaiion) 
Agricultural labourers (Agl ) 

C'omposile Index of 
Backwardness 


NFC Measure 

S C/ST Populatio n o f a State x 100 
Sc/ST Population of All Slates 

6.il_ ‘’f ^ _ ^ 

Total Agl. of all Stales 

SC/ST Population of a Slaic 4 

SC/ST Populaiion of ad States 


Corrected Measure 

SC/ST Population of a Stale x 100 
Total Population of that Stale 
N et AgL* of a S t ate x 100 
Total Population of that State 

S C/ST Population of a State - Net AgL of a State x 100 
Total Populat ion of th at St afe T otal Popu lation of tha t Stat e 


AgL of a State x 100 
Total AgC of all Stales 


• Ncg Agl, - excluding SC/ST Agl 


T ABi 1 .3 Comparison »t NFC and Corrk. iH) Mfasiirf of CTB 
(For All 25 Slates) 


—I opulalion (1981) Agiicultural l,abourer s (1981) Weighted (RelMive) Share 

NFC Measure Corrected Measure NFC Measure Co'rrKted Measure NFC Measure Corrected Measure 


1 

Per Cent 
2 

Rank 

Per Cent 

4 

Rank 

5 

FVr (Teni 
6 

Rank 

7 

Per Cent 

8 

Rank 

9 

Per Cent 
10 

Rank 

n 

Per Cent 
12 

Rank 

13 

1 4ndhra Pradesh 

7 03 

s 

20 80 

17 

14 87 

1 

9 16 

1 

10.93 

3 

14 98 

12 

2 Bihar 

10 07 

3 

22.82 

14 

13.16 

*> 

5.97 

5 

11.62 

2 

14.40 

14 

3 Gujaral 

4 60 

II 

21 38 

15 

4 45 

9 

4.06 

7 

4.52 

10 

12.72 

18 

4 Haryana 

1 56 

15 

19 07 

20 

1.05 

14 

1 74 

17 

1.31 

15 

10.41 

21 

5 Karnataka 

469 

10 

19 98 

18 

6 53 

8 

6.12 

4 

5.61 

8 

13.05 

17 

'6 Kerala 

1 78 

14 

II 04 

2.3 

3 43 

II 

5.18 

6 

2.60 

12 

8.11 

23 

7 Madhya Pradesh 

12 21 

*> 

37 08 

7 

8.68 

6 

3.76 

8 

10.45 

4 

20.42 

6 

8 Maharashra 

6 47 

6 

16 33 

22 

II..56 

3 

6 97 

3 

9.02 

5 

11.65 

20 

9 Orissa 

6 18 

8 

.37 09 

6 

4.28 

10 

3,33 

9 

5.23 

9 

20.21 

7 

lU Punjab 

2 85 

12 

26 87 

13 

1 95 

12 

1 82 

15 

240 

13 

14.35 

15 

II Rajasthan 

6 33 

7 

29 25 

8 

1 37 

13 

0 91 

20 

3.85 

II 

15.08 

11 

12 Tamil Nadu 

5 94 

9 

19 42 

19 

10 79 

4 

7.00 

2 

8 36 

6 

13.21 

16 

13 Uttar Pradesh 

14 95 

1 

21 ,37 

16 

9 25 

5 

2 32 

14 

12 10 

1 

11.85 

19 

14 West Bengal 

9 52 

4 

27 61 

12 

6 95 

7 

3 22 

10 

8.24 

7 

15.42 

8 

Special ( alegois Slates 
15 Arunachal Pradesh 

0 28 

22 

70 25 

4 

0 14 


0 95 

19 

0.15 

23 

35.60 

4 

16 Assam 

2 17 

13 

17 24 

21 

099 

15 

2 33 

13 

1 58 

14 

9.79 

22 

17 Goa 

0 01 

25 

209 

25 

0.06 

20 

2 98 

II 

0.03 

24 

2.53 

25 

18 Himachal Pradesh 

0 79 

16 

29 22 

9 

0 07 

19 

0.05 

25 

0 43 

16 

14.64 

13 

19 Jammu and Kashiiiii 

0 31 

20 

8 30 

24 

0.11 

17 

0 83 

21 

0.21 

19 

4.57 

24 

70 Manipur 

0 26 

23 

28.57 

II 

0.05 

21 

1 76 

16 

015 

21 

15.17 

10 

21 Meghalaya 

0 68 

It 

80 99 

} 

0 10 

18 

0 75 

22 

0.39 

18 

40.87 

3 

22 Mizoram 

0 29 

21 

93 52 

1 

0 01 

2.3 

0.20 

24 

0.15 

22 

46.86 

1 

23 Ntgaland 

0 41 

19 

84 00 

2 

0 01 

25 

0 26 

23 

0.21 

20 

42.13 

2 

24 SikMm 

0 06 

24 

29 II 

10 

0 01 

24 

1.27 

18 

0.03 

25 

15.19 

9 

25 Tripui) 

0 56 

18 

43 55 

5 

0.26 

16 

2 83 

12 

0.41 

17 

23.19 

5 

Total Slate*-) 

100 (X) 


23 .38 

— 

100 00 

" 

4 50 

— 

100.00 

— 

13.94 

— 
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Table 4: States' Share of Income Tax under NFC and Corrected Measures 


(Rs Qrofet 


SI 

IT Share under 

Annual Average 

IT Share under 

Annual Average 

Difference Col 4 - 

No Slate 

NFC Meksure for 


Conected Measure 


Col 5 


1990-95 


for 1990-95 



1 2 

3 ■ 

4 

5 

6 

7 

1 Andhra Pradesh 

1717.52 

343.504 

1538.7293 

307.746 

35./58 

2 Bihar 

2598.47 

519.694 

2400.9171 

480.184 

39.510 

3 Gujarat 

952.09 

190.418 

912.6592 

182.532 

7.886 

4 Haryana 

260.31 

52.062 

284.4387 

56.888 

(-) 4.826 

3 Karnauka 

1031.18 

206.236 

%7.9503 

193.590 

12.646 

6 Kerala 

780.29 

156.058 

761.7633 

152.353 

3,705 

7 Madhya Pradesh 

1712.71 

342.542 

1574.5268 

314.905 

27.637 

8 Maharashtra 

1713.97 

342.794 

1563.2390 

312.648 

30.146 

9 Orissa 

905.21 

181.042 

888.7314 

177.746 

3.2% 

10 Punjab 

356.98 

71.396 

376.1656 

75.233 

(-) 3.837 

11 Rajasthan 

1011.93 

202.386 

1000.8422 

200.169 

2.217 

12 Ihmil Nadu 

1659.56 

331.912 

1532.3227 

306.465 

25.447 

13 Uttar Pradesh 

3512.68 

702.536 

3290.1744 

658.035 

44.501 

14 W^t Bengal 

1668.98 

333.796 

1556.5263 

311.305 

22.491 

13 Arunachal Pradesh 

15.28 

3.056 

199.4616 

39.892 

(-) 36.836 

16 Assam 

550.54 

110.108 

565.1356 

113.027 

(-) 2.919 

17 Goa 

23.02 

4.604 

35.5195 

7.104 

(-) 2.500 

18 Himachal Pradesh 

124.50 

24.900 

191.4263 

38.285 

(-) 13.385 

19 Jammu and Kashmir 

145.43 

29.086 

164.5216 

32.904 

(-) 3.818 

20 Manipur 

35.78 

7.156 

112.2161 

22.443 

(-) 15.287 

21 Meghalaya 

43.52 

8.704 

249.8304 

49.966 

(-)'41.262 

22 Mizoram 

15.28 

3.056 

258.8309 

51.766 

(-) 48.710 

23 Nagaland 

20.09 

4.018 

237.4644 

47.493 

(-) 43.475 

24 Sikkim 

6.28 

1.256 

85.5418 

17.108 

(-) 15.852 

25 Ihpura 

63.40 

12.680 

176.0656 

35.213 

(-) 22.533 

Total (25 Stales) 

20925.00 

4185.000 

20925.0000 

4185.000 

— 

Source. For Col 3: Second Report of the Ninth Finance Commission, 1989. 





Table 5; States’ Share of Union Excise Duties under NFC and Corrected Measures 







(Rs Croref 

SI 

Share of Union 

Annual Average 

Share of Union 

Annual Average 

Difference Col 4 - 

No Stale 

Excise Duties unde; 


Excise Duties under 


Col 6 


NFC Measure for 


Corrected Measure 




1990-95 


for 1990-95 



1 2 

3 

4 

5 

6 

7 

1 Andhra Pradesh 

3976.81 

795.362 

3450.094 

690.019 

105.343 

2 Bihar 

6116.65 

1223.330 

5534.850 

1106.970 

116.360 

3 Gujarat 

1765.43 

353.086 

1649.349 

329.870 

23.213 

4 Haryana 

609.56 

121.912 

680.749 

136.150 

(-) 14.238 

5 Karnataka 

2276.27 

455.254 

2090.115 

418.023 

37.231 

6 Kerala 

1712,19 

342.438 

1657.890 

331.578 

10.860 

7 Madhya Pradesh 

4006 76 

801.352 

3599.577 

719.915 

81.437 

8 Maharashtra 

2875.85 

575.170 

2431.645 

486.329 

88.841 

9 Orissa 

2972.03 

594.406 

2923.356 

584.671 

9.735 

10 Punjab 

755.43 

151.086 

811.935 

162.387 

(-) 11.301 

11 Rajasthan 

3063.87 

612.774 

3031.347 

606.269 

6.505 

12 Ihmil Nadu 

3538.09 

707.618 

3163.521 

632 704 

74.914 

13 Uttar Pradesh 

8673 61 

1734.722 

8018.5% 

1603.719 

131.003 

14 West Bengal 

3660.68 

732.136 

3329.242 

665.848 

66.288 

IS Arunachal Pradesh 

497.76 

99.552 

1040.471 

208.094 

(-)108.542 

16 Assam 

2113.07 

422.614 

2155.840 

431.168 

(-) 8.554 

17 Goa 

290.01 

58.002 

326.964 

65.393 

(-)- 7.391 

18 Himachal Pradesh 

1077.48 

215.496 

1275.DI8 

255.004 

(-) 39.508 

19 Jammu and Kashmir 

1968.20 

393.640 

2024.372 

404.874 

(-) 11.234 

20 Manipur 

651.31 

130.262 

876.242 

175.248 

(-) 44.986 

21 Meghalaya 

493.98 

98.7% 

1101.440 

220.288 

(-)I21.492 

22 Mizoram 

614.88 

122.976 

1332.223 

226.445 

(-)143.469 

23 Nagaland 

747.65 

149.530 

1387.563 

277.513 

(-)127.981 

24 Sikkim 

144.34 

28.868 

377.958 

75.592 

(-) 46 724 , 

25 Ikipura 

863.09 

172.618 

1194.646 

238.929 

(-) 66 311 

Ibtal (25 States) 

55465.00 

11093.000 

55465.000 

11093.000 



Source: For Col 3 Second Report of the Ninth Finance Commission. 1989. 
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Table 6: States’ ( + ) Benefited/(-) Derriveu of Shared Taxes under NFC Measure 


(Rs Crort) 


SI 

No Suite 

1 2 

Total Revenue 
1988-89 
(Actuals) 

3 

• Difference in IT 
Share between 
NFC and Cor¬ 
rected Measure 

4 

Col 4 as Per Ceni 
of Col 3 

5 

Difference in 
Union Excise 
Duties between 
NFC and Cor¬ 
rected Measure 

6 

Col 6 as Per Cent 
of Col 3 

7 

CqI 5 -r Col 7 

8 

1 Andhra Pradesh 

4279.02 

35.758 

0 836 

105 .343 

2.462 

3.298 

2 Bihar 

3488.12 

39.510 

I 133 

116.360 

3.336 

4.469 

3 Gujarat 

3235 69 

7.886 

0 244 

23 216 

0.717 

0.%1 

4 Haryana 

1441.08 

(-) 4.826 

( ) 0 335 

( > 14 238 

(-) 0.988 

(-) 1.323 

5 Karnauka 

2%3.57 

12.646 

0 427 

37 2.31 

1.256 

1.683 

6 Kerala 

1897 06 

3.705 

0 195 

10 860 

0.572 

0.767 

7 Madhya Pradesh 

.3471.74 

27 637 

0.796 

81.437 

2.346 

3.142 

8 Maharashtra 

6299.85 

30.146 

0.479 

88 841 

1.410 

1.889 

9 Orissa 

1550.93 

3.296 

0213 

9 735 

0.638 

0.851 

10 Punjab 

1623.40 

( ) 3 8.37 

( ) 0.2.36 

( > 11.301 

( > 0.696 

(-> 0.932 

II Rajasthan 

2352.18 

2.217 

0.094 

6 505 

0.277 

0 371 

12 Dtinil Nadu 

3488.86 

25.447 

0 729 

74 914 

2.147 

2,876 

13 Uttar Pradesh 

5652.20 

44.501 

0 787 

131 003 

2.318 

3 105 

14 West Bengal 

3337.42 

22 491 

0 674 

66 288 

1.986 

2.660 

Total (14) Slates 

Spl ^t States 

4508112 

246 577 

0 550 

726 194 

1.611 

2161 

13 Arunachal Pradesh 

299.32 

( -) 36.836 

( - >12.307 

( >108 542 

(- )36.263 

(->48.570 

16 Assam 

1372.86 

(-) 2.919 

(-) 0.213 

( > 8.554 

( > 0 623 

(-> 0.836 

17 Goa 

210.83 

( ) 2 500 

( ) 1 186 

(-) 7 391 

(-> 3.506 

(- > 4.692 

18 Himachal Pradesh 

698.38 

(-) 13.385 

(-) 1.917 

(-> 39.508 

( ) 5.657 

(-> 7.574 

19 Jammu and Kashmir 

901.76* 

(-^) 3.818 

(-) 0 42.3 

( > 11.234 

( > 1.246 

(-> 1.669 

20 Manipur 

322.29 

. (-) 15.287 

(-) 4 743 

(-> 44 986 

( )I3.958 

(->18.701 

21 Meghalaya 

22 Mizoram 

302.27 

{ ) 41.262 

( )13.651 

( >121492 

( )40.I93 

( -)53.844 

273.83 

(-) 48.710 

(->17 788 

( >143 469 

(-)52.393 

(-)70.181 

23 Nagaland 

24 Sikkim 

384.69* 

(-) 43.475 

( )ll..30l 

( >127 983 

(- >33.269 

(-)44.570 

149.47 

(-) 15.852 

(->10.605 

( > 46 724 

(-)31.260 

(-)4I.865 

23 IVipura 

395.62 

(-) 22.533 

( ) 5 696 

( - ) 66.311 

(-)I6.76I 

(-)22.457 

Ibtal (II States) 

5311.32 

(->246 577 

(- > 4.642 

{ - >726.194 

(-)13.673 

(->18.315 


Note: * Figures for Jammu and Kashmir and Nagaland are related to Revised Hstiniate>.. 

SoUfvr. Report on Currency and Finance 1989-90, Vol II Slalisitcal Htaiemenis, Reserve Bank of India 


one among the low income group states, 
ranks eleventh which shows that Rajasthan 
is far better than the states of middle income 
group, viz, Andhra Pradesh, Madhya 
Pradesh, Thmil Nadu, West Bengal, 
Karnataka, and high income group states of 
Maharashtra and Gujarat—which seems 
highly inconsistent and undesirable. It 
(Rajasthan) ranks fourth, after correction is 
made; that is, it is slightly less backward than 
Madhya Pradesh, Orissa and West Bengal 
only—which appears more reasonable when 
compared to the NFC ranking. In the same 
way the position of Orissa (ninth rank) is 
better, i e, less backward under NFC measure 
whereas in the corrected measure it ranks 
second indicating its greater backwardness. 
Maharashtra, one of the high income group 
states and the per capita income of which 
is taken for calculating the notional distance 
of per capita income of Punjab and Goa 
cannot legitimately be described as a 
'backward state, occupied fifth position in 
the filFC measure while in the corrected 
measure it is placed twelfth. The position of 
Gujarat has not changed even after correc¬ 
ting the measure. 

This type of comparison is done for all 
the 25 states also. Under the NFC measure, 
the 14 major states shared the first fifteen 
ranks (Assam, fourteenth rank) followed by 
special category states which indicates that 
major states are more backward than the 
special category states. After correcting the 
measure, excepting the rank of Rajasthan 
(eleventi) the ranks of almost all states have 
changed jgnificantly. Under the corrected 


measure, the first five ranks are occupied by 
Mi/oram, Nagaland, Meghalaya, Arunachal 
Pradesh and TYipura respectively and the re¬ 
maining positions are distributed among the 
major and special category states. 

In Ihbles 4 and S, the share in the net pro¬ 
ceeds of income tax and union excise duties 
is distributed among the states under both 
NFC and corrected measures. The difference 
in the allotment of amount between these 
two measures and their percentage to total 
revenue of respective states is also calculated 
to show the states which have benefited and 
those deprived under the NFC measure. 

Ihble 6 shows that all major states excep¬ 
ting Punjab and Haryana have received a 
higher share. Among the high income group 
states, Maharashtra, the per capita income 
of which is taken for calculating the notional 
distance of per capita income of Punjab and 
Goa and which cannot legitimately be 
described as a backward stale has received 
a higher share in the net proceeds of Income 
Ihx and Union Excise Duties under the 
NFC measure. Apart froni this the other 
beneficiaries from the NFC measure are 
Gujarat, Andhra Pradesh, Ikmil Nadu, West 
Bengal and Karnataka, which also belong 
to the high and middle income groups. 

However, a point to be noted is that 
although these states arc net beneficiaries 
from NFC measure, from the point of view 
of these states the benefit as a proportion 
of their total revenue is only marginal rang¬ 
ing from 0.371 per cent (Rajasthan) to 4.469 
per cent (Bihar) and on an average it is 2.161 


On the other hand, almost all special 
category states arc deprived of benefits from 
the NFC measure. The total revenue of these 
states is small and in addition, the NFC has 
not encouraged these states while for¬ 
mulating the criterion of CIB. The percen¬ 
tage of loss to the total revenue of respec¬ 
tive stales ranged from 0.836 per cent 
(As.sam) to 70.18 per cent (Mizoram). On the 
whole, the loss of special category states is 
18.315 per cent of total revenue of these 
states. 'This shows that what is a marginal 
benefit to the major states is a big loss to 
the special category states. 

Thus, the measure of composite index of 
backwardness adopted by the Ninth Finance 
Commission is shown to be inconsistent with 
its own ranking of the states. It docs not 
appear to be a logical measure of poverty 
and backwardness of states. 

|1 thank N Knshnaji and K S R V S Chalam 
for their suggestions, however I am solely 
responsible for all the errors that remain.) 

References 

(1) Government of India (1981): Evaluation 
Report on Concessional Finance and other 
incentives in Industrial Backward Areas, 
Planning Commission, pp I. 

[2] Amaresh Bagchi and Uma Dutta Roy 
Chowdhury (1989): ‘Poverty Measures as 
an Index of Backwardness and Their 
Relevance for Tax Devolution’, Economic 
and Political Weekly. Vol XXIV, Nb 15, 
pp 831-33. 


1160 


Economic and Political Weekly May 30, 1992 




eo 

’U 

O 


o 

X 


Q « 

UJ I 

o ° 

\^Qo 

^7^9. 
u. OC o 
• — 

cS 

U. CM 
|_ O) 

3 . 
OI 
oo 
otr 
< < 
0)2 
O) H- 

O 0) 

t UJ 

U. Q 
O Z 
CC UJ 

0. q; 

< 

LU 

>- 


ID 

iJ Q) 

E £ 

ixl m o 

5 Q> u 

o « ^ 

U ? i 

Z 01 ii 
_ £ 6 


CM « VO 
CM •- oo 
00 O' <£) 
CM O 1^ 
^ CM <0 
o r~ OO 
CO CO >- 



o 

CM 

o 

CM 

CO 


CO 

cn 

CO 

(D 

00 

tn 


c ? ^ o 

Ess™ 

2 S O' c 

Ui £ o g 
K o 2 

UJ 0. S S 

=■ £ O d; 


8.8 8 8 

tf) »- Q to 

CM ^ O W 

0> O U3 

r) *- in 


cn 

CM 

t/> 

cn 

a> 

CD 

O) 

cn 

'ey 

o 

o 

8 

8 

8 

8 

cn 

ID 

o' 

to 

cn 

o 

ir> 

If) 

o 

d 

cn 

CO 

r*^ 

00 

CM 


00 

CM 

O 


f „ 

o 


(O 

CM 

If) 

CD 

d 

kf> 

cn 

o 

cn 

CO 



CD 

»- 

CO 


<y> 


m 

'ey 

cn 

cn 






1 CM 




CM 







fO CO CD C*) 00 

CM (£> O CM r\J 

•- ▼- f*) O ® 


i (X) ^ 

> £ « F 
c ^ c t 
0) U nj c 
^ 'O — ® 

ir S S § 

o ?■ 5 oO 

t -u E 2 

« ™ S E ® 

|o 

K re o Q 9 


r to GO GO J 


00 m f - oj o 

O r- CO CO 

<?> ( 7 ) < 7 ) 

C^) CO 




Q 
LU 
Z O 

o 9 

cn CE 
< m 

H-< 

LU 

S s 

= CD 

^ O' 

CD T- 
UJ Tf 

Z^ 

DC 


00 O) tc a> 

fO ld tT •«<T o 

CM PU o CO CM 

<Ji 


^ to v; s 

nt -£-) 

< _ s <2 I 5 

K re 2 S j ^ 

J s. S & ° E 

< re 0) ® o t 

O O C Q 00 O 


O m r- o O 
^ CO O 

r w- Tt 

f\J CD Cj 


£ 

I - Zo 

> ^ U) £ 

«A C 7?) 

Oj ■“ c __ 
o — rep 
^ ° -O £ 

™ ir ™ 

■S ™ i o 

E « m P 


— ® ® 
£ tfj to to 

® OJ t/j to 

E o < < 


<"? S>^C P<< 

ujx:®g®wre‘Og 

WtOtJJpC OJ > ®E 

C/)re®re 9 >-D >5 = 

<oa:cnE£<LLO 


Primed by Krishna Raj al Modern Arts and Induslrics. 151, A-Z Industrial Estate, Ganpatrao Kadam Maig, lower Parcl, Bonjl^y 400 OM 
and published by him for Sameeksha Trust from Hilkari House, 284, Shahid Bhagalsingh Road, Bumbay-400 03^ 





















May 30, 1992 


Hegd No M H-By/Soadi42S 



Wc help Nature keep her true colours. 


Vs it-piitril 111.mill.u iiiK rs ()l \ii.il 
I lirillli .ll ph iillU Is, Ul,' \(.' IXA'I! IP ilip 
i'>ipli'tn( 1)1 piit)ii]i)iiiiL’, s.iiciv .iiiu 
I'ln iKiiinn'iil piDiPciP 111 

(»ut iiininmiiK'iii U' pu sene iIr- 

Plh lIllllIlK'lll mipiiRp S,lk‘l\ .lllti 
riili.iiiu' ilii iie.ilili .iiui wpit.pi ' 'i I 111 

imp'll)\(.Ts .iiiii i!ip siiiiiRiinlinp 
lommiiiiili iii.iiiilpsis iisrll in i'\c:i 
t.Ki'l III .nil upri.lll'ilis !ii;h| li.im 
I ’ll' .III III p I )| (i'( Inn ill im III pp iipss 

ii I III IP .iiul I iiuiiicpi iiip ik'sii',ii 

MlUiPPi lu.imiriil pi.ini' .11 IkHIi 
I HI. l.K |i .1 u s ipinln Injiiul w.isles 

11.11 lllless Si ipilisln ,tk ;| pi llhllll 111 
.lii.iieineiil ei|iiipi!ieiii keep eiiiissnms 
Rllliin liili'i.mu lipiils 

( 'ill iu\l > wm.u ile\elops pimlui Is 

111.11 .111 en\IPmnieiii lileiKli' 


.seaiilH's foi \\a\,s to reivile waste ami 
I'oiisi.inih ts.ilu.iles liie elleilivcness 
ol our own [lolluiion [Mewiiiion aiiii 
loniiol I'tloris 

WcM' liesinneJ idik.iin/ii 
propt'.uiiiues t'I iiilonn tram .mil 
eiiiouiape oui emploxees lo .ktiveiv 
|i.i!'iiiipate III .nine\iii,it satet\ .mil 
mniroimieiit.ti proiCLiioii tto.ils, salon 
mspeiiions anil saloi\ .iiulits to a.s,suro 

I . 1 mimiioiis loiuiol, and, onsite .md 
otisito ilpsasiei loiitiol plans to aid 
olti’ilni lospoiisi to .1 wide i.mi;o ol 
eniepueiii los 

ll s .ill p.iii ot OUI mtej^iated ollort 
lo keep OUI ojx'rations sale and 

II. ll lllless 

,\nd to ensuie lli.ti we help 
Nature keep her line lolours 


Cohur-Chtm 


inlh '/.«■(/ll/ 111 


Hoechst 




A Sameeksha Trust Publication Rs 10 00 Vol XXVII No 23 June 6, 199' 


NEW ECONOMIC POLICY: 
A BALANCE SHEET 


SUPPRESSION OF DISSENT IN 
TAMIL NADU 


HIGH COST OF MEDICAL CARE 
IN KERALA 


PUBLIC DISTRIBUTION OF 
CEREALS; AN ALTERNATIVE 
MODEL 


ECONOMIC CYCLES IN MARKET, 
COMMAND AND MIXED 
ECONOMIES 


; IDENTIFYING OTHER BACKWARD 
CLASSES 


HEALTH CRISIS IN CENTRAL ASIAN REPUBLICS 




at your service 


KIRLOSKAR CUMMINS... THE UNFAILING SOURCE OF^DEPENDABLE POWER FOR TOUGH, CONTINUOUS HEAVY DUTY APPLICATIONS; 
■ EARTH MOVING ■ CONSTRUCTION i OIL EXPLORATION ■ MARINE ■ INDUSTRIAL ■ TRANSPORT i POWER GENERATION. 


RAN GE 

DIESEL FUEL 40 to 2000 H P 

GAS 7510 800HP 

DUAL FUEL 80 to 1060 H P 


Kirloskar Cummins Limited 


Kothrud Pune 411029 (INDIA) 











Vol XXVII No 23 


June 6, 1992 



A System Destroyed 

Information about the health crises brought on by the disintegration 
of the Soviet Union at the end of 1991 has been largely fragmentary 
and often anecdotal. A clear picture has yet to emerge with regard 
to the current health situation in the countries of the 
Commonwealth of Independent States: Is there a health emergency? 
ICso, iidiat,»J^ of health crises? What kinds of actions, if 
J^V'shjjalta^bb undertaken by the international community? 1197 


rOwidcr-EcHtor: Saeliin Chaudtiuri 


Elusive Political Process 1163 

Space ftesearch Hish Cost ot Dtlty Dallyins- 
Police Violence A Chief Minister for^s- 
foreign Trade Unwarranted Optmiismrt*'-’^ 

- Security Forces Trigger-Happy South'' f 
Africa At a Standstill 1164 




t Tricks 


the government’s New Economic Policy be seen to be not 
forking, is there an alternative strategy out of the present 
economic difficulties? Indeed there is. 11 


TTi* Markets 

Recession m Textile Industry 
-DP Sharma 

Statistics 
Companies 
Calcutta Diary 

AM 

Random Reflections 

New Economic Policy A Review 
- Arun Ghosh 


1167 

1168 
1169 

1173 


1175 


The economy might be doing badly, the rate of industrial growth 
might actually be negative, but the miracle-makers were at work in 
the stock exchanges. One must not ask whether the funds with 
which they played their tricks in the market were being 
provided against certain junk papers. 117.^ 


Commentary 

High Cost of Medical Care in Kerala- 
ientativc Hypothesis 

P C K PaniRar 1179 

Aimy in Assam Pushing India towards 
Disintegration 

- KC 1181 

farmers Movement m Kanidtaka 

-XripaAP 1189 

Off with Their Heads Suppression of 
Dissent in Tamil Nadu 
V Geetha 

S V Rajadurai 1184 

The UN's Leaders 

- Siddharth Dutie 1186 

Thailand Habits Die Hard 

-MGGPillai 1187 

P«rsp«ctlv»* 


Sondralieff and Other Cycles ei Market 


Al a Price 

One aspect of the improvement 
in ihe people’s health status in 
Kerala which has not received 
due attention is the relatively 
high cost Of health care in the 
state, whether it be in terms of 
the share of the health sector in 
the government’s budget or per 
capita expenditure, public 
as well as private, on 
medical caie. 1179 

Missing th(‘ OBCs 


Endh and Means 

The methods of the army in the 
operations against ULFA in 
Assam are leading the country 
not away from but towards 
disintegration. 1181 

Security Bogey 

The Tamil Nadu government’s 
ability lo suppress crilicism and 
dissent have derived substantially 
from a largely apathetic public 
and a security-sensitive 
political culture 1184 


command and Mixed Ecunonnes 


S R Sen 

1189 

Reviews 


Ltfnd Rights and Land Reform 


Rckhft 0andyopa«Jhy<j> 

1191 

on Indian Foreign F\jlicv 


Pran Chopra 

1194 

AriGfher F^rspeClive on Aesihct'U-j 


Makarand Paranjape 

1195 


Special Articles 

Health Crisis in Central Asian Reputiins 


Errors in the criteria adopted lor 
identifying the ‘Other Backward 
Classes’ have stood in the way 
of effective implementation of 
recommendations to promote the 
welfare of the OBCs. But it is 
possible to devise alternative 
ways of identifying the 
deserving OBCs. 1293 


Farmers and Flections 

Although the farmers’ movement 
in Karnataka has been 
consistently active in the slate, it 
did not succeed in projecting 
Itself as a political force in 
the last elections 1182 


Lincoln C Chen 
Jon E Rohde 

Richard Jolly 1197 

Ideniifying Other Bacxward Classc. 

A Ramaidh 1903 

Kibiic Distribution of Cereals An 
Alternative Model 

- iunando Roy 1909 

DiicuMlon 

Demographic Transition in tcerald A Reply 
- P N Man Bhat 

S Irudaya Rajan 1913 

ketten to Editor 1169 


economic and political weekly 

Hitkari House 

284 Shahid Bhagatsingh Road, Bombay 400 038 
P'rones 2616072/73 Grams Econweekly 
Editor Krishna Raj 

Senior Assistant Editor Padma Piakash 
Assistant Editor Thomas J Mathew 
Editorial Staff Cleatus Antony, Prabha Pillai 
Gautam Navlakha (Delhi) 

Circulation A S Shetty, B S Sharma 
Advertisement Manager S G S Subramanian 

KAaesAna>r It V/uav/Atf imAC 


Cycles ai^d Crises 
The relative roles of long-icrin 
and short-term economic cycles 
(or waves or swings) as one 
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LETTERS TT> EDITOR 
Exit, Voice and Capture 

IN his comments on my article on 
•Strengthening Public Accountability’ 
(August 31, 1991), Ramaswamy R Iyer 
(January 25) has raised two basic questions; 
(1) Is the conceptual framework presented 
in the paper new and useful’’ (2) Does the 
use of diagrams and technical jargon in the 
paper facilitate oi impede the understanding 
of issues? l^i me comment briefly on both. 

On the question of the relevance of the 
framework, it is pertinent to point out that 
the context ol its application is the problem 
of public accountability The issue is not the 
gctieral jxilicy problem of making public ser¬ 
vices more cotiipeiitive or letting the public 
exert more pressure to improve services. 
Iyer’s restatement of some of my observa- 
tioti.s. while admirable, lells only a part sif 
the storv The real question is whether these 
propositions could be used to reinforce 
public accoiinlabilits I oi some reason, Iyer 
does not make this link not diK-s he refer to 
the term public .accountabilits in his 
comments 

l.et me restate the basic arguments of the 
paper (a) An overloaded public accoun¬ 
tability system could be made more effec¬ 
tive by the u.se of exit ’voice (h) Whether exit 
or voice is the right approach to use m a 
given service context can he- determined by 
an aniaysis of the features t>l the service and 
the chaiacteristics ol the users My obser¬ 
vations summarised by lyei arc examples ol 
this, but are not ncces.sarilv exhaustive, 
(c) The use of exit/voice will make an im¬ 
pact on accountability only when these 
signals cause the behaviour of service pro¬ 
viders to change (through changes in 
monitoring, incentives, etc). Whether this is 
a useful way to analyse the problem of public 
accountability (with reference to public ser¬ 
vices) is for others to judge. As far as I could 
see, no claim was made in the paper about 
the newness of this framework. A framework 
IS an abstract structure to help us think 
about complex issues. It does not imply that 
every element in it should be new Often 
lamiliar things can be turned around and 
mixed in a way to provide a new and useful 
perspectives on old problems. I do not doubt 
that there is nothing new m my framework 
for Iyer, but I do not recall reading anything 
remotely similar to this approach in ihc 
literature on public accountability 

On the issue of the use ol technical ici ms 
and diagrams, 1 sympathise with Iyer's view 
point If I wcie to write foi a newspaper, I 
would have followed in his liKitslcps I 
assumed that the readership ol kPM con 
sisis largely ol ticisons with some back 
ground in economics, political science, etc. 
and that many of them yvould iccall 
Hirschman'y use ol the terms exit and voice 
in another context In rcseaich, one builds 
on others' work and this in turn helps to cut 
'ut a lot of pioso and to avoid reinscnimg 
'e wheel Its limitation is that the 
**'iiliaied (in this case, noii-economisis) 
"'*'get turned off I agree that mans 


readers from other disciplines, but interested 
in accountability issues are probably un¬ 
familiar with the vocabulary used in my 
paper. With hindsight, I might have caution¬ 
ed them to skip the technical discussion and 
go straight to the conclusions. Incidentally, 
there is nothing mysterious about the 
diagrams. It uses a method familiar to 
economists and their traditional concepts of 
costs, returns, market failure, etc. For exam¬ 
ple, the cost curves reflect the fact that the 
cost of cxit/voice tends to nse is we move 
to services facing a higher degree of market 
failure (e g. monopoly, asymmetnc informa¬ 
tion). Without going into a detailed exposi¬ 
tion for which there is no space here, let me 
assure Iyer that several economists had seen 
and commented on them and they would 
never have let the diagrams survive in this 
paper il they merely reflected Paul’s fanciful 
theories' 

A final comment on Iyer’s fear that m> 
‘menu’ is overblown. This depends on 
whether one wishes to slay at a highly ag¬ 
gregative level or at an operationally relevant 
level A restaurant could conceivably an 
iKiunce us menu as consi.sting of cereals and 
vegetables. Alicinatively, it could list a 
variety ol rice or wheat dishes and vegetable 
preparations 1 n a generic sense, exit (use of 
competition) and voice (the creation of 
public pressure) are the basic options But 
IS It sell evident from this that vouchers 
could be used .as a variant of exit'’ 

SiVMUH PaLU 

Bangalore- 

Revoke Ban on PWG 

WE, the undersigned, lodge our strong pro¬ 
tests against the ban announced yesterday 
by the chief minister of Andhra Pradesh on 
the People’s War group of ( PI(ML) and 
seven mass organisations including the 
Radical Students’ Union (RSLI), Radical 
Youth League (RYI ), Rytu ('oolic Sangliam 
(RtS), Sinparcni Rarnnka •Samakhya 


(SIKASA), Dandakaranya Rytu Coolie 
Sangham (DGRCS), All-India Revolu¬ 
tionary Students’ Federation (AIRSF) and 
Revolutionary Writers’ Association (RWA) 
by invoking the draconian Criminal Law 
Amendment Act. 1908, and the Iblangana 
Area Public Security Act, 1948. 

The human rights record of the Andhra 
Pradesh government is already one of 
the worst in the country. Cases of 
indiscriminate application of black laws like 
TADA. mass detention and torture, and even 
killings in fake encounters have become 
routine. The state geyvernment’s own figures 
have It that during the first four months of 
this year as many as 97 ’Naxalites’ have been 
killed in 74 encounters, which is the highest 
for any lour-nionth period since the begin¬ 
ning of the Naxalite movement in the late 
bCK Against this backdrop, the ban sounds 
like a declaraiioti ol total war by the state 
on the oppressed toilers and democratic ac- 
iisisiy 111 TclangHna and other regions of 
.Andhra 

I he government of Andhra Pradesh has 
nevc' been handicapped by any dearth of 
repressive laws and measures. What the state 
government describes as a ‘law and order 
problem m the Naxalite-infested distnets of 
Telangana’ is essentially a legitimate mass 
lesenlniem again.st the government’s utter 
l.iiiun; in redressing a single grievaiKx of the 
adivasis and other toiling masses of the 
region and the ruthlessness with which the 
govcnimeni comes down on every agitation 
of the people 

Wc (.all lor a revocation of the ban and 
the restoration ol the fundamental demo- 
cralK rights of the activists and supporters 
of the above mentioned organisations. 
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Elusive Political Process 


T here have been, for some time now, periodic assertions 
by the centre and the centre-run administration in 
Kashmir that the political process in the state is all set to 
be revived. What precisely this entails has not been made 
clear. The governor, Girish Saxena, never tires of claiming 
that the situation in the valley has improved, both in terms 
of ground realities and the sentiments of the people. The 
militants are allegedly on the defensive due to the constant 
pressure applied by the security forces. The home minister 
too has been echoing this claim. Yet both the governor and 
the home minister arc quick to clarify that the time is not 
yet ripe for elections. 

There may be some basis for this hesitation as there do 
not seem to be political organisations in Kashmir which can 
serve as the fulcrum for the revival of political processes. 
The responsibility for this is mostly that of the government. 
In the circumstances, two aspects of the three-pronged 
strategy—supposedly comprising strengthening of the vigil 
on the border, reviving of political processes in association 
with traditional and new forces and meeting the democratic 
aspirations of self-government—that the centre intends to 
pursue in the state are unlikely to materialise in the near 
fuiure 

Where, one wonders, is the centre likely to find political 
torces, old or new, to associate with, since, in the past, its 
petty political calculations have required the elimination of 
ail parties other than the National Conference and the Con¬ 
gress. in 1990 the administration had thrown in prison Syed 
All Shah Geelani of the Jamaat-e-lslami, Abdul Ghani Bhat 
of the Muslim Conference, Mauivi Mohammed Abbas 
Ansaii and Qazi Nissar Ahmed of the Muslim United Front 
and Abdul Gam Lone of the People’s Conference. In another 
lit (if political opportunism, the administration saw it fit to 
rclea.se the five jailed leaders recently, but political activity 
san scarcely be contrived at short notice in this fashion. 
Besides, no sooner were these leaders released, they formed 
a united Iront in order to achieve “the right of self deter¬ 
mination for the people of Kashmir”. Of the other old forces, 
the Congress is an inconsequential factor and what little of 
ii exists is riven by factional strife. The PCC president, 
Cl R Kar, has taken strong exception to “some ambitious cen¬ 
tal ministers trying to destabilise him”, while his rivals, who 
seem to be entirely out ot touch with reality, demand that 
he be replaced by “another leader who is more acceptable 
to the people”. If the situation were not so grim all this may 
have afforded light-hearted diversion. The BJP sits in Jammu 
and has been pleading for the handing over of Kashmir to 
the army. It is the party’s view that the situation in the valley 
has deteriorated during Congress rule quite forgetting that 
the previous administration in the state had been headed by 
an individual who was appointed at its behest and who by 
inciting Kashmiri pandits to flee the state made matters worse 
than they were when he assumed charge. And as for the 


National Conference, though Farooq Abdullah recently 
returned after a six-month sojourn in England to confer with 
party-men, it is no seerdt that he and his party have pro¬ 
gressively lost ground in Kashmir, especially after he was 
pressurised by the centre to form a coalition government with 
the state Congress. 

Nor are there any signs that the government is serious 
about meeting the aspiration for self-government in Kashmir. 

It is unwilling to indicate when, if at all, elections will be 
held. The activities of the security forces are, of course, a 
massive barrier to popular politics of any kind. Sometime 
ago the home ministry and the Kashmir administration held 
talks.with so-called ‘representatives’ of militant groups. While 
there was much smug self-congratulation that the talks were 
held, nothing concrete has emerged out of them yet. In the 
meanwhile, repression is being visited on the population every¬ 
day. A recent report by the Co-ordination Committee on 
Kashmir, while corroborating that militancy in the valley may 
have declined somewhat, also chronicles the brutalities 
systematically perpetrated in the process of curbing it. 
Military crackdowns and cordoning and search operations, 
torture of innocents, indiscriminate shooting, thefts and 
molestation have become commonplace. The report also 
says that though the militants have suffered some loss of 
popularity owing to internecine clashes this is certainly not 
on the scale that is being projected by official propaganda. 

It will be altogether too optimistic to expect new political 
forces to sprout under these conditions. There are at least 
two reasons why no solution is likely to be immediately forth¬ 
coming. So long as the security forces function independently 
of the administration there can be no check on their activities. 
Officially instructions and orders have been issued to the 
security forces insi.sting on ‘decent behaviour’. But this did 
•not prevent security personnel, accompanying union minister 
Rajesh Pilot on his errand to meri^ to commiserate with those 
who had been affected by a building collapse in Srinagar 
in which 81 people died, from firing indiscriminately and 
killing several people at the site of the tragedy, supposedly 
in an act of retaliation against an unsuccessful militant at¬ 
tempt on the minister’s life. Whatever gain may have been 
expected to accrue from the militants’ loss of popularity is 
effectively neutralised by the activities of those designated 
to solve the problem. 

In addition the widespread Kashmiri feeling of being dis¬ 
criminated against can only be accentuated by the centre’s 
immediate response to the demand by the Buddhists in Kargil 
and Leh for these regions to be detached from the state’s 
jurisdiction and for the institution of Autonomous Hill 
Councils there. While implementation of these decisions has 
been stalled by the protests of political parties in Kashmir,,/ 
ihe ready acceptance of the demand, besides further dama^ 
ing riter-community relations, will only have succeedet^ 
conveying the wrong signals. / 
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SPACE RESEARCH 

High Cost of 
Dilly-Dallying 

THREE seemingly intcr-connccted events 
have occurred within a short space ot time 
of each other—the successful ASLV 
launch by the Indian Space Research 
Organisation (ISRO), the public expres¬ 
sion of displeasure by the US at the 
arrangement for purchase of cryogenic- 
engines and their know-how which ISRO 
has entered into with C<la\kosrrios, the 
commercial arm of the then Soviet space- 
organisation, followed by the imposition 
of trade sanctions against both the Indian 
and the Russian space research organisa¬ 
tions and, last of all, the successful test 
firing of the ‘Agni’ surface to-surlace in¬ 
termediate range missile lo what exteni 
these events were inicr-connccied mav 
remain a matter of conjecture for a long 
lime The important points to note, 
however, are, first, that Indian missile 
launching capability stands reasonable 
well established and, second, that tuiiher 
advances by India in this field are going 
to be viewed with increasing mteinational 
concern. That the US has taken ifie lead 
in not only voicing this concern bin also 
following It up with ccmciele, though 
somewhat symbolic, sanctions is also 
understandable After all. in the club ol 
western countries controlling missile 
technology, under the iimbiella ol ihe 
MTC’R. It IS the US which sets the pace 
So the initiative had to come from it 

But was there also a commercial angle 
to the US action'* In fact, the dominant 
view taken in India seems to be that the 
US action was motivated piim.iiily bs 
commercial, rathci than secunts, con 
siderations How tar this view is valid is 
certainly an impoitant question 

l-ven before India entered into an 
arrangement with the erstwhile Soviet 
Union in January IWl feu the sujrply ol 
cryogenic engines and then know-how, 
strong interest in their sale to India was 
shown by not only the US but also Frante 
What made the difference ultiinatels was 
that the price quoted by both US and 
France was wav above that quoled bv the 
Soviet Union and, tuilhci, the voniract 
with the laltei was to be lOveicd b\ the 
payments anangements then evtaiit bet 
ween India and ihe Sovtei Union I hcie 
can be no doubt, iheretoic ih.ii as l.n as 
India was concerned, puiclv losi eon 
siderations would have dc-sided the maiiei 
n favour ol the Soviet oflci 

^ut actually India dilly-dallied toi quite 
3 wjic before entering into a lormal 
arrani>mem with the Soviet Union The 


Soviet offer dates back to 1986, the year 
when the necessary budgetary provisions 
were made by the Indian government for 
setting up the laboratories and related 
facilities for the indigenous development 
of crycvgcnic engines. It was recognised 
right then that for the development of a 
geosynchronous space launch vehicle 
(CiSLV), possession of cryogenic engines 
was a must. ISRO’s chairman, U R Rao, 
said so III January 1990 The Space 
Department’s Performance Budget for 
1991-92 repeated the same thing But there 
IS no satisfactoiy explanation forthcom¬ 
ing why the arrangement with the Soviet 
Union took us so long to finalise 

( ould It be that our scientists, like our 
miliiarvmen and bureaucrats, prefer deal 
iiig with western companies, especially I -S 
companies'’ That is where all the cream 
IS I el us not forget that for our satellites 
we had depended on Ford Aerospace ol 
the US Whether or not the collapse ol 
the Soviet Union could be foicseeii in 19K() 
bv anyone, iherc can be no tw-) opinions 
I hat bv l.iiiiiarv 1991 the international 
situation had undergone such a translin 
Illation lh<il the fate ol the Soviet Union 
did look cMiemely precarious So we weic 
alieadv on extremely slippeiv gioinid 
vs hen the arrangement was .ictuallv 
linalised 

Whether oi not the US is motivated 
today by commercial considerations m 
wanting lo see the arrangement wiih 
Russia scrapped, the question we really 
ought to be asking is why commercial 
considerations did not prevail with us to 
enter into tht arrangement with the 
former Soviet Finion five years before we 
actually did .And the danger now is that 
the current US piessures will .iltimalelv 
force us into some costly airangements 
with the I IS once the Russians show signs 
of we.ikening 

POI K I VIOLINCL 

A Minister Forgets 

FOl.I.OWlNCi the C alcutta MighC'ouii's 
recent ruling calling upon the Wesi Bengal 
government to conduct a iiidicial inquirv 
mtci all cases ol violence in police lock 
ups, the chiel minister of the state, Jyoii 
Basu, expressed wonder why the judge- 
had limited his order to cases since 1977 
and not since indetH-ndeiice The problem 
I.S that Ivoti Basu keeps lorgetting 
statements made by both his party and 
himself on various occasnms He needs to 
be reminded first, that the year 1977 is 
relevant because the left lioni imdei his 
chief ministership came to office m that 
year and has remained in powsrr without 


any break for the last 15 years. Secondly, 
the front headed by Basu's party, the 
CPl(M), came to power in 1977 after pro¬ 
mising the electorate, among other things, 
an end to police atrocities in lock-ups 
(which had become the order of the day 
in West Bengal during Ihe preceding Con¬ 
gress regime). Thirdly, Basu himself on 
several occasions had condemned the use 
of third-degree methods and resulting 
deaths in police custody. In October 1987, 
he was reported to have proclaimed: 

"Deaths in [xrlice custody are unthinkable 
in any civilised society. It is illegal and 
absoluiely sickening. Nothing could be 
worse” 

Yet, glossing over reports of deaths in 
police vuslody in Wcsi Bengal during the 
Iasi live ycais, Basu claimed in Ihe state 
legislature recently that none of these 
undertrials had died as a result of beating 
by ihe police They had died of natural 
Varises, including sickness' He however 
admitted that bciw-een April 1987 and 
laniiaiv 1992, .it least ''S underirials had 
died III police custody m his state. 
Significantly, the number is more than 
that collected by Amnesty International 
in Us latest report on inriure, rape and 
deaths in custody, wheie in the section 
dealing with West Bengal it lisied 4.T 
deaths between 1985 and 1991 

Bill what needs to be challenged is 
Basil’s blalanlly false claim that none of 
ihesc people died .is a lesiilt ol police 
be<Uin,t-s lie w.is obvtotisK ie|iealnig 
wli.iievei the poliu- de|i.ii Iineiil bosses 
had livid him willioiii iliicking die taels 
Ollicial mqiiines v.iined t'lii bv his own 
covernmcnl reveal lhal at leasi live ol 
ihesc uiideiliials utuimL- die 1987-1991 
penod) died due !o ivolue loiiuic, and that 
Ml lout ol diese cases his ow n government 
.le.iiii look aiiion agaiiisi the guilty 
polueiii^-n VX hen Maiiohai Jaiswal (22) 
dud on I tclobei 24, 1987, .dier his arrest 
bv the loiasanko police in ( alelilla Ihe 
[viev ions dav, iiiqiiines bv the deputy eom- 
iiiissionei (cc-|ili,il) .iiid de|)iilv conimis 
sionci (deleclive depailmenl) mlo his 
death led ic) the -aispefision ot two sutv 
inspcelors and three I'viislables lour 
poheeinen weie sir,,',nded .illcr Bmay 
Kumar (.48) died on August 19, 1988 
follow mg loiHire me liandannagoi police 
staliivn A muidci charge was Hied against 
the ofliccr-in-itiargc of ihc Hasanabad 
police station after the death of Maiiar 
Raliman Cia/i l.‘i0)on May 3, 1989 in his 
custody .A special branch officer was 
arrested on July 25, 1989, alter the 
discovery ol the body of Swapan Das (14) 
who was taken into custody of the 
fhakurpukur police the previous day. 

One can quite understand Jyoii Basu’s 
unwillingness to give credence to moun- 
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ling allegations of torture and killings in 
police custody under his regime (docu¬ 
mented meticulously, based on hard 
evidence) made by the Association for 
protection of Democratic Rights (APDR) 
and other civil liberties groups, who are 
invariably dismissed by his party as CIA 
agents out to discredit the left front 
regime But how can he in one sweep 
dismiss the findings and punitive actions 
(however feeble and few and far between 
they might be) against guilty policemen 
laken by his own department? In his at¬ 
tempt to circumvent the High Court ruling 
and protect the police, is he deliberately 
fudging the awkwarcl>facts? Or, is it a case 
of simple amnesia? Whatever it might 
have been, since his statement in the stale 
legislature obviously amounts to mis¬ 
leading the members, the latter must 
demand a clarincation from him—and an 
apology, if he is proved wrong in his 
claim. 


FOREIGN TRADE 

Linwarranted Optimism 

THE customary annual report of the 
ministry of commerce for 1991-92 sticks 
to the beaten track except i hat the minister 
of state, P Chidambaram, has thought it 
fit to adoriV'it with a preface 

Fhough the report admits that inflation 
had not been brought down to single digit 
level and that GDP was Itkely to grow by 
only 2.5 per cent—which too, as it turns 
out, IS a gross over-estimate—it is not as 
forthcoming about exports having fallen 
by 3.7 pci cent in dollar teims during 
April-December 1991. The report does, 
however, highlight that exports to the 
GCA countries had increased by about 6 
per cent m dollar terms, whereas the tall 
in exports to RPA by 46 5 per cent is at- 
tnbuted to the disintegration of the 
erstwhile USSR. Hope for future exports 
still rests on the promise that inflation will 
be controlled at 8 per cent or below and 
that GDP will grow at 4 per cent Total 
imports fell by 20 5 per cent in dollar 
terms, reflecting the emergency import 
compression measures instituted towards 
the end of 1990, though import ol bulk 
Items increased. 

The principal items which registered an 
increase in exports during April-December 
1991 over the same period of the previous 
year included agricultural and allied pro¬ 
ducts, marine products, ores and jewellery, 
chemicals and related products, textiles 
and handicrafts 

Two trends arc discernible from an ex¬ 
amination of the composition of exports 
(1) A decline in the share of manufactures 


and particularly engineering goods, while 
the share of agricultural products and 
mineral ores has increased. Within textiles, 
the share of yarn has increased while that 
of garments has decreased. (2) A shift 
within the manufactured goods sector 
from high value added exports in favour 
of low value added ones. The report does 
not highlight these facts nor their implica¬ 
tions. The decline in the share of engineer¬ 
ing goods and other manufactures can be 
explained by the higher cost of imports 
due to devaluation, which serves to bring 
out the high import intensity of our 
manufactures. 

The report has little to offer by way of 
policies for achieving a breakthrough in 
exports, so vital for the success of the 
entire reform package of the present 
government. The liberalisation policy has 
freed imports without distinguishing the 
essential from the inessential, relying on 
market forces to determine import levels. 
However, in the absence of t he hoped-for 
dynamism on ihe export front, inelastic 
import demand can lead to a serious 
worsening of the balance of payments 

No new export promotion measures 
have been spell out The system of graded 
subsidies having been scrapped, the 
grading of exporters into star houses has 
also lost much ol us significance. The 
revamping of EOUs and EPZs also cannot 
offer much hope as their contribution to 
total exports is relatively insignificant, 
then export targets have often not been 
achieved and then total imports have 
someiitnes exceeded their exports 

The report is unduly optimistic that 
export perfornijuice will improve once the 
trade regime is further liberalised. It 
explains Ihe poor performance in the past 
year by referring to Ihe external con¬ 
straints in the form of the recession in the 
economies of our major trading partners 
and the disintegration of the USSR. As 
the external environment has not under¬ 
gone any significant change, the report’s 
optimism seems to be without much basis 


SEC URI I Y FORCES 

Trigger-Happy 

THE centre’s policy to breed swarms of 
gun-toting policemen and security 
forces—in the name of fighting terrorists 
and protecting VIPs from ihem—is en 
dangermg the lives of ordinary citi/ens 
III trained as they arc, they panic at the 
slightest p'-ovocation and lei off volleys ol 
bullets which rarely hit the terrorists, but 
lake a heavy loll ol innocent lives Ihe 
latest instance is the killing of seven 
civilians in Srinagai by the bodvgiiaids ol 
the union communications ininisiei 


Rajesh Pilot, quite sometime after ter¬ 
rorists made an unsuccessful attempt on 
his life and managed to escape without be¬ 
ing hit by the bodyguards. The latter ap¬ 
parently took it out on some innocent 
citizens at another spot, far removed from 
the area where the minister’s car was 
attacked. 

Such irresponsible and vindictive acts 
by the police 4nd security forces—and 
even army personnel—are not confined to 
Kashmir. On April 9, at Mangaldai in 
Assam, army jawans overtook a car in 
which a marriage party was travelling, and 
fired on it indiscriminately, killing two 
persons—a veterinary doctor and a girl 
student of the Assam Veterinary College 
of Guwahati. One of the jawans soon 
after the incident admitted to the 
bridegroom (who was also travelling by 
the same car, and had a providential 
escape) that it had been a mistake—‘gain 
ho gaya’. Later, however, the army came 
out with Its version claiming that its 
jawans were attacked by some ‘unknown 
assailants’ and in Ihe resulting ‘cross-fire’ 
two members of the marriage party had 
got killed. Like ‘encounters’, the term 
‘cross-fire’ is now gaining currency in of¬ 
ficial versions to explain away extra¬ 
judicial killings. 

But how can the authorities gloss over 
the killing of a taxi driver at Delhi's Indira 
Gandhi International Airport in the ear¬ 
ly hours of April 22 when, according to 
the official version, a single shot from a 
policeman’s stengun ‘fired accidentally’ 
hit the victim? The policeman, we are 
told, was ‘cradling the weapon' which had 
been left with him by another colleague 
of his Guns are apparently treated as toys 
by the police who, like children, are allow¬ 
ed to indulge in flinging them around at 
will 

The ominous implications of sucti 
acts—which may look like isolated 
accidents—will become apparent if we 
take note of the fact that an increasing 
number of inadequately trained raw hands 
are being armed with deadly weapons like 
light machine guns and AK-47s, which 
they do not know how to handle, as evi¬ 
dent from their performance so far. It is 
these elements who are being entrusted 
with providing security for VIPs in the 
capital and other cities which they choose 
to visit, as also with the responsibility ol 
fighting terrorists in Punjab, Kashmir and 
other vulnerable areas. As many as 3,000 
Special Protection Group (SPG) men arc 
engaged in giving security cover to the 
prime minister and the families of former 
prime ministers In New Delhi itself there 
are at least 5,000 men from forces like I 
SPCi, NSG (National Secuiiiy Gua 
11 BP (lndo-1 ibetan Border Pt/e). 
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CRPF (Central Reserve Police Force) and 
others only to guard the VIPs. The total 
cost of security for these people would be 
in the neighbourhood of Rs 100 crore, ac¬ 
cording to one estimate. 

In Punjab, Kashmir and the north east, 
the C'RPF, the BSF, the Assam Rifles and 
a host of para-military and army jawans, 
deployed there lor suppressing terrorism, 
are costing us several more crores of 
rupees That increasing numbers do not 
necessarily make for better secunty or suc¬ 
cess m curbing terrorist acts has been pro¬ 
ved by the events of the last few years^ 
whether we remember the as.sassination of 
Indira Gandhi and her son, or we note the 
steady spurt in terrorism during the 
period. However, more di.sturbing than the 
escalating expenditure on increasing polic¬ 
ing and the firearms support involved in 
It, IS the indiscriminate and arbitrary man¬ 
ner in which these firearms arc used 
against common citizens Protected by 
TADA, NS,A, Disturbed Areas Acts and 
other similar legal measures, the police 
and security forces arc not required to be 
accountable to anyone. Tens of thousands 
of such officers and jawans who have 
been used to employing aggressive tactics 
and brutalised in the process in places like 
Punjab. Kashmir and the north-cast, quite 
naturally bring some of that aggression 
to bear when policing the community m 
other areas or when using the greatei 
repressive poweis with which the govern 
meni is always ready to arm them 

SOUTH AFRICA 

At a Standstill 

TFIE white minority regime in South 
Africa IS naturally enough not in loo 
much of a hurry to change the prevailing 
order of things. It has been going through 
the motion^ of dismantling apartheid for 
more than twci years now The C'onvention 
lor Democratic South Africa (C’ODESA), 
through which the post-apartheid order 
was to be at rived at, has come and gone 
and still there are few signs of impending 
change Undei the agreement reached in 
the all-party working groups, phase I of 
C ODESA was to result in the appoint¬ 
ment ol a multi-party transitional 
executive council and associated sub- 
councils 1 hese weic to create the climate 
lor political activity and lor the election 
of a constitution making body. Phase II 
of C'ODESA was to pave the way for the 
installation ol an interim government fol¬ 
lowing the setting up of the constitulion- 
making body based on one-person one- 
vote election and the Iraming ol a post 
apartheid constitution. Therealtcr another 
lection was to elect a new democratic 
kvernment 

ODESA II has been deadlocked. 


unable to agree on the majonties required 
to enforce decisions in the constitution¬ 
making body. The 19-party CODESA has 
two significant groupings, the Patriotic 
Front, a bloc of anti-apartheid groups led 
by the ANC and the government camp 
which includes some black homeland 
leaders, the Inkatha Freedom Party of the 
Zulus and the altogether dubious parties 
of ‘coloureds’ and Indians. The ANC had 
after an emergency meeting come out with 
a compromise formula of a 70 per cent 
majority with a 75 per cent majority for 
approval of the bill of rights but with the 
proviso that, if this majority was not 
achieved, a referendum would be called. 
The National Party wanted a 75 per cent 
majority for the bill of rights and the 
cla&ses laying down the powers of nrgional 
and local governments and, m addition, 
the creation of a senate in which the 
minorities would be more than propor¬ 
tionally represented. What the National 
Party wants in effect is the power of veto 
which can be exercised in conjunction 
with other minonties. The National Pany 
has also suddenly woken up to the virtues 
of devolution, decentralisation and federal 
autonomy. Another revelation is the 
National Party’s new-found conviction 
that South African society can be govern¬ 
ed only by consensus. It is de Klerks' 
pious endeavour that no “majority should 
ever be able to misu.se its power to undei- 
mine the constitution or to dominate 
minorities’’. 

The ANC is still to make an adequate 
response, though Mandela has directly 
accused de Klerk of involvement in 
township violence. Just how serious the 
government is about the talks is clear from 
the stance adopted by Roelof Meyer, 
minister lor constitutional affairs. He 
issued the challenge that those who 
wanted to determine the rate of change 
through mass action and revolutionary 
activities would not succeed in intimi¬ 
dating the government. The rank and File 
of the ANC has called on the leadership 
to adopt a tougher stand. There have also 
been reports of serious differences within 
the ANC leadership itself. A seaion of the 
ANC has, on more than one occasion and 
seemingly with some justification, 
charged Mandela with behaving in an im¬ 
perious manner and meeting the govern 
ment without authorisation. 

The balance has been sought to be 
restored somewhat by the Congress of 
South African Trade Unions (COSATU) 

It has set a June deadline for the installa¬ 
tion of an interim government failing 
which It will call a general strike. This kind 
of pressure may perhaps be the reason 
why Mandela has himself set a July 
deadline, despite his known personal vievss 
against "unrealistic expectations' 


TWENTY YEARS AGO 

EPW, June 3. 1972 

The Planning Commission’s “Towards an 
Approach to the Fifth Plan”, which was du¬ 
ly approved by the National Development 
Council this week, suggests that the Fifth 
Plan will virtually consist of two separate 
parts, the growth part and the anti-poverty 
pan, with little connection between the two. 
It is explicitly stated that “these [the 
employment-generating and social welfare] 
programmes, while they are very important 
from the point of view of social justice, 
would nevertheless be a comparatively small 
pan of the total Plan’’ The larger— 
growth—part would be concerned with en¬ 
suring "adequate development of 
agriculture, industry and transport and 
communications”. About this part of the 
Plan the ‘Approach’ paper has practically 
nothing to say, from which it might be 
legitimately inferred that no major innova¬ 
tions or changes are proposed m regard to 
It Except for two brief sections on ’self- 
reliance’ and ‘outlays and resource mobilisa¬ 
tion’, the rest of the paper is devoted to whai 
are termed the ’intensive-employment pro¬ 
gramme’ and the 'basic minimum needs 
programme' which together are to consiitiile 
the anti-povcriy part of the Plan Elvidenl- 
ly, then, it is here that the Planning Com¬ 
mission secs the Fifth Plan as making a 
break with the past 

However, none of the specific program¬ 
mes mentioned is really new. Thus the 
employment-oriented 'programmes arc 
minor irrigation, soil conservation, area 
development, dairying and animal husban¬ 
dry, forestry, fisheries, warehousing and 
marketing, small-scale industries, roads and 
special programmes tor small and marginal 
tarmers, etc. Similarly, the basic, minimum 
needs programmes are elementary educa¬ 
tion, public health and family planning, 
rural water supply, home-siies lor landless 
labour, rural road.s, rural electrification and 
slum clearance and improvement in the 
larger towns. All these heads of develop- 
menr are to be found in the earlier plans. 
Wherein lies the innovation, then? Simply, 
in the very much larger outlays proposed 
for these programtpes. What the Planning 
Commission has done is to propose a level 
of public sector outlay in the Fifth Plan 
which IS high enough to allow for im¬ 
pressively large spending on the employ¬ 
ment programme and the basic minimum 
needs progra/nme and ycl leave enough 
resources to finance ''adequate development 
of agriculture, industry, transport and com¬ 
munications" (italics ours). For the present, 
thus, the newness ol the approach to the 
Fifth Plan is entirely a mallei of the 
assumption about the feasible level of public 
sciior outlay 
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THE MARKETS 


Recession in Textile Industry 


D P Sharma 

THE cotton and textile scenario presents 
a curious blend of many odd elements. A 
meaningful assessment of the apparently 
complex scene calls for a proper percep¬ 
tion of the link between the two distinct 
segments of the cotton and textile scene 
The demand for cotton is derived from the 
demand for yarn and cloth. I hc state of 
the textile industry therefore has an im¬ 
portant bearing on the behaviour of cot¬ 
ton prices. But since cotton it.self con¬ 
stitutes a major element in the cost ol pro¬ 
duction of yarn and cloth, fluctuations in 
cotton pnees have a significant impact on 
the fortunes of the textile industry. It is 
simply not possible to make a proper ap¬ 
praisal of the situation obtaining in the 
cotton market unless one bears in mind 
the salient aspects of the textile scenario. 

The cotton mill industry comprising 
285 composite mills and 777 spinning 
units IS passing through a recessionary 
phase. It has been obliged to curtail pio- 
duclion ol yarn as well as cloth Yam 
output during .September 1991 and April 
1992—the first eight months ol the cur¬ 
rent cotton sea.son—amounted to 924 97 
million kg. down 6 7 per cent from the 
previous sea.son’s corresponding figure of 
991.72 milliOti kg Mill cloth output dur¬ 
ing the same period showed a decline of 
14.2 per cent from 1,25,T31 million metres 
to 1,075 74 million metres. It is worth 
noting that production had not suffered 
in the least from shortage of cotton 
Industry’s margins have come under in¬ 
creasing pressure because of escalating 
costs and inadequate realisation from the 
sale of yarn/cloth. Instances abound 
where mills have been selling their finished 
goods at varying discounts to sustain even 
the lower levels of production. 5>evcral 
mills have been pushed into the red. I he 
number of closed mills rose from 107 
ispinning 53 and composite 54) at the end 
of September 1991 to 131 (spinning 69 and 
composite 62) at the end of April 1992 
Perhaps the only redeeming aspect of 
an otherwise depressing textile scenario is 
the record performance on the export 
front. Exports would have fared even bet¬ 


ter but for the government’s ill-conceived 
curbs on yarn exports. It is only very 
recently that the government has relaxed 
the curbs—fixing a ceiling of 100 million 
kg (EOUs excluded) with an assurance to 
allow further export after the completion 
of the target. Export is profitable. But as 
much as 90 per cent of the total export 
business is accounted for by 125-130 com¬ 
posite mills and about 125 spinning units. 

And now the cotton scenario, which ap¬ 
pears rather intriguing in certain respects 
The way the Maharashtra Co-operative 
Cotton Growers Icderation and the 
various slate level co-operative marketing 
federations have been complaining about 
the accumulation ol large stocks ol un¬ 
sold and ‘-.old but not lifted’ cotton .ind 
pleading for '■xport quota when the cut- 
rent season has barely iwo-and a-hall 
months more to go gives the impression 
as if the cotton economy is confronted 
with a crisis of plenty though even the 
most optimistic estimates do not place the 
1991-92 crop at more than 122 lakh bales, 
about 13 lakh bales short ol the previous 
lecord harvest 

The Cotton (.orporation which pro¬ 
cures cotton only against indents from 
mills IS carrying about 3 lakh bales of cot¬ 
ton sold but not 11111 x 1 , representing nearly 
30 per cent of us total purchases. Out ol 
the 10 25 lakh bales procured under the 
monopoly scheme, the Maharashiia 
f ederation lias been able to sell only 5.38 
lakh bales and c>l tins also 3.14 lakh bales 
remain unhited In Gujarat, out of an 
estimated crop ol iri lakh bales, the co 
operative ledeiatioris m the state are 
repotted to be canying an unsold stock 
ol 8 lakh bales in addition to the quan 
titles sold but not lifted Reports fiom 
Andhia Pradesh indicate that thcic 
arc certain pockets like Cruntur and 
Prakasham where cotton is still with 
farmers and there arc no takers 

Intriguingly enough, while institutional 
agencies are carrying fairly large stocks 
of cotton—slocks with the trade arc 
anybody's guess—and complain about 
buyers expressing their inability to fulfil 



their commitments to take delivery, cotton 
prices have been inclined upward since 
about the beginning of April and have 
moved up by Rs 450 to Rs 700 per candy 
(up 3 to 4.7 per cent), depending on the 
variety. Prices of most varieties have come 
down by 3.7 per cent to 16.5 per cent from 
their season’s highs but they are still 
higher by 5.7 per cent to 41.9 per cent than 
a year ago. What is more significant, the 
ruling prices arc 85 per cent to 150 per 
cent above the enhanced support prices 
fixed for the current season 

The co-operaiive marketing federations 
have only themselves to blame for nurs 
ing large stixks of cotton in the fond hope 
ol realising better prices in the face ol the 
marked decline in ihe textile mills’ lor- 
luries Instead of looking to outside help 
to bail them out they should devise an ap¬ 
propriate strategy to dispose of their 
cotton The harsh market realities cannot 
be wished away. 

In view ol the extremely sluggish 
domestic olltake of yarn and cloth, 
iiec'cssitatiiig cut in production, increas 
mg pressure on their margins and acute 
Imancial stringency on various counts, it 
IS scaicely surprising that mills should 
have turned reluctant buyers, especially 
when iiistiiuiional agencies are burdened 
with laige stocks ol cotton. Several mills 
complain that their operational viabiliiy 
has been so badly eroded that they find 
the luling cotton prices to be uneconomic. 

That apart, with mill consumption un' 
likely to exceed 102 lakh bales which is far 
short of the 1991-92 harvest of 120-122 lakh 
bales, the current season is expected to end 
with a carryover stock varyingly estimated 
at between 31 lakh and 35 lakh bales, 
depending on what view one takes of the 
crop and likely imports under the advance 
licensing scheme In any case, the carry¬ 
over stock will be sufficiently large to take 
good care of the industry’s requirements 
till the new crop becomes available in 
quantity, notwithstanding a possible delay 
in the movement of the crop. 

One can certainly argue that with cot¬ 
ton prices ruling 85 per cent to 150 per 
cent above the <Upport prices and the 
textile industry passing through a really 
tough period with its margins under severe 
strain, export of cotton does not seem 
advisable But if on a thorough appraisal 
of the supply-demand position cotton is 
found surplus to the industry’s re¬ 
quirements till new crop cotton becomes 
available in good measure, which appears 
very likely, there can be no Sound reason 
why the country should lose the oppor¬ 
tunity of earning some foreign exchange 
through exports even though it is very late 
in the season. Exports will help replace 
old cotton with new crop supplies in (W 
course which is no small gain jr* 
minimises the carrying cost as well^^*^^ 
risk of deterioration in quality. / 
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STATISTICS 


Vuiation (per cent) 


Index Namben of Wholesale Prices 

Latest 

Over 

Over 

Over 





(1981-82 - 100) 

Weight 

Week 

Last 

Last 

March 

In 

In 

In 

In 



2-5-92 

Month 

Year 

1992 

91-92* • 

90-91 

89-90 

88-89 

All Commodities 

100.0 

218.3 

0.7 

12.7 

1.0 

13.6 

10.3 

7.5 

7.5 

Primary Artklei' 

32.3 

229.8 

0.3 

15.8 

1.0 

18.2 

13.0 

2.2 

4.9 

Food Aitidet 

17.4 

264.1 

L7 

23.8 

3.2 

20.2 

11.8 

1.2 

9.9 

Non-food Articles 

10.1 

225.8 

-1.7 

5.0 

-2.8 

18.2 

17.0 

3.6 

-1.7 

Fuel. Power, Light and Lubricants 

10.7 

213.6 

— 

12.7 

— 

13.2 

r2.3 

3.6 

5.6 

Manufactut^ Products 

57,0 

213.0 

0.9 

10 9 

Lt 

11.2 

84 

11.3 

9.4 






Variation (per cent) 



Cost of Living Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 



1992 

Month 

Year 

1991 

1991-92 

1990-91 

89-90 

88-89 

Industrial Workers 

1982 = 100 

229' 

_ 

13.9 

139 

13.5 

II 2 

65 

9.1 

Urban Non-Manual Employees = 100 

190' 

1.6 

124 

12.4 

NA 

11 0 

6.9 

8.2 

Agricultural Labourers 

July 60 to 

1015' 

0 7 

20.4 

18 3 

NA 

7 5 

32 

II 4 

June 61 ; 100 













Variation (per cent in 

buckets) 



Money and Banking 


Latest 

Over 

Over 

Over 







Week 

Last 

l-ast 

March 31. 

In 

In 

In 

In 



(17-4 92) 

Month 

Year 

1992 

91-92 

90-91 

89 90 

88-89 

Money Supply (M^) 

Rs crore 

3.24.169 

6,921 

51.929 

9,411 

49,560 

16.242 

37.866 

30.877 



(2 2) 

(19 1) 

(3 0) 

(18 5) 

(15 7) 

(19 6) 

(19.0) 

Net Bank Credit to Government Sector 

Rs crore 

1.64.77.1 

2.196 

20.356 

6.535 

24,589 

21,477 

19,631 

12,771 

Bank Credit to Commercial Sector 

Rs crore 

1.96.9.19 

7,427 

21,615 

6.858 

24,173 

14,832 

23,184 

21,686 

Net Foreign Exch Assets of Banking Sector Rs crore 

19.106 

901 

11.997 

421 

10,098 

1,519 

85 

1.033 

Deposits of Scheduled Commercial Banks Rs crore 

2,35.229 

4,771 

38,870 

4,771 

37,916 

25,581 

26,809 

22.105 




(2 1) 

(19.8) 

(♦2 1) 

(19 7) 

(15 1) 

(19 1) 

(18 7) 

Foreign Exchange Assets 

Rs crore 

14,158 

1.143 

11.332 

420 

9,017 

1,710 

6(K) 

810 




(8.8) 

(401 0) 

(-2.9) 

(225 5) 

(-30 0) 

( 95) 

( 11 6) 

Index Nunib<‘n« of InduHtrial 

Weight 

l.aiesi 








Production 


Month 

Averages for 


Variation (pet com) 


(1980-81 = 100) 


(July 91) 



In 

III 

In 

In 

In 




1991 92 

1990-91 

1990-91 

1989-90 

1988 89 

1987-88 

1986 87 

General Index 

KK) 0 

201 2 

199.8 

201 .1 

84 

8.6 

87 

7 3 

9 1 

Mining and Quarrying 

II .s 

200 0 

208.4 

211 1 

3 5 

63 

7 9 

1,8 

6 2 

Manufacturing 

77 1 

196 8 

192.1 

195 7 

9 2 

86 

8 7 

7 9 

9 3 

Electricity 

11 4 

249 .1 

241 8 

229 4 

8 6 

10 8 

9 5 

"7 

10 3 

Basic Industries 

19 4 

NA 

NA 

NA 

4 3 

5 4 

9.9 

5 6 

92 

Capital Goods Industries 

16 4 

NA 

NA 

NA 

21 9 

22 4 

7 0 

15 9 

18 2 

Intermediate (ioods Industries 

20 1 

NA 

NA 

NA 

5 6 

4 3 

II 5 

4 8 

4 4 

Consumer Goods Industries 

21 6 

NA 

NA 

NA 

NA 

f) 1 

4 2 

6 5 

7 1 

Durable Goods 

2 6 

NA 

NA 

NA 

10 9 

1 7 

12 0 

7 8 

18 9 

Non-Durable Goods 

21 0 

NA 

NA 

NA 

S 2 

7 5 

2 ^ 

6 2 

4 9 

Foreign Trade 

! Inn 

I alcst 

( umulalivc loi* 








Month 



In 

In 

In 

In 

In 



(leb 92) 

1991-92 

1990 91 

I9>>0 91 

1989-90 

1988-89 

1987 88 

1986 87 

Export 

Rs crurc 

1,916 

,18,930 

29,114 

32.527 

2"’,681 

20.232 

15,674 

12.452 






(17 5) 

(36.8) 

(29 1) 

(25 9) 

(14 3) 

Import 

Rs ciorc 

4,.171 

42.916 

.19,549 

43,171 

35,416 

28,235 

22,244 

20,096 






(21 9) 

(25.4) 

(26 9) 

(10 7) 

( 2.2) 

Balance of Dade 

Rs croic 

455 

- 3.986 

10.435 

-8,.545 

- 7,735 

-8,003 

-6,570 

-7,644 

Employment Exchange StatiaticH 

Unit 

Latest 

Cumulative foi* 








Month 



In 

In 

In 

In 

in 



July 

1991 

1990 

1990 

1989 

1988 

1987 

1^ 

Number of Applicants on Live Register 










as at end of Period 

Thousand 

.15.580 

35.580 

34,098 

34,632 

32,776 

30,050 

30,247 

30,131 

Number of Registrations 

Thousand 

784 

3,-543 

3,912 

6,541 

6,576 

5,963 

5.465 

5,535 

Number of Vacancies Notified 

Thousand 

43 

296 

294 

530 

600 

543 

621 

623 

Number of Placements 

Thousand 

25 

155 

169 

284 

289 

329 

360 

351 

Income 

Unii 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

1985-86 

1984 85 

1983-84 

Gross Domestic Product (current prices) 

Rs crore 

4.72.599 

4.01,569 

3.51,724 

2,94,266 

2,59,055 

2,33.476 

2.08,577 

1,868,723 

Gross Domestic Product (1980 81 prices) 

Rs crore 

2.10,477 

1.99.329 

1,87.725 

1.70,041 

1.62.711 

1.56,600 

1,50,469 

1,44,865 

Capita Income (1980-81 prices) 

Rupees 

2,227 

2,148 

2,078 

1.903 

1,866 

1,842 

1,811 

1,787 


• For current year upto latest month for which data are available and lor corresponding period ol last year 
•• Excluding gold and SDRs + Upio latest month toi which data are available NA- Not available 
+ + Provisional dau & Quick estimates 

Notes (I) Superscript numeral denotes month to which liguie relates, c g. superscript' indicates that the figure is for January and so on. 
I (2) Figures in brackets denote percentage variation over previous period 
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COMPANIES 


Fears of Corporate Downturn Belied 

Jainj K>pa<li> 

CORPORATE results are belying fears of classes. While the government in office at 

an adverse turn in the performance of com- the time fell, the succeeding government, 

panies. The results for the year 1990-91 were which was in a hopeless minority, was 

good. For 1991-92 as the companies have saddled with the BOP problem, which had 

started declaring their resul^ they have assumed very serious proportions by then, 

turned out to be still more positive. And this and it was required to cope with the Gulf 

not because the fears of an adverse turn were and attendant developments at the same 

unfounded, but despite that. Which, it may time That government did not last; it did 
be claimed with some justification, not only not even succeed in presenting the 1991-92 

shows the resilience of the corporate sector, union budget, as fresh elections to parlia- 
but, what is more important, demonstrates ment were ordered, 
the business acumen of the managements of Business was sure to be a casualty of such 
compames in the private sector. conditions in the country, and corporate 

The year 1990-91 had been marked by a managements said so without an exception 
virtual collapse of administration with a in respect of the companies under their con- 
serious law and order situation arising in the trol in the annual reports for 1990-91. But 
country after the government armounced its the financial accounts of the companies 
decision on the Mandal Commission report showed by and large progress. The results of 
on reservation in favour of the backward companies for 1991-92 have proved to be 


The Week's Companies (Rs lakh} 



Arvind Mills 

Murudeshwar 

KSB Pumps 

Financial Indicators 

March 

1991 

March 

1990 

Ceramics 
March March 

1991 1990 

March 

1991 

March 

1990 

Income/expenses/profils 

Net sales 

19394 

17819 

1527 

1066 

5706 

5460 

Other income 

393 

339 

6 

25 

220 

143 

Raw materials consumed 

8439 

8265 

360 

216 

2263 

2299 

Power and fuel 

1717 

1563 

243 

13.5 

101 

75 

Other manufacturing expen^ 
Labour cost 

2524 

2317 

121 

52 

148 

137 

2226 

2050 

43 

32 

882 

77.3 

Other expenses 

4107 

3653 

85 

96 

1050 

881 

Operating profits 

3163 

2514 

, 822 

520 

1451 

1.350 

Interest charges 

1338 

1258 

247 

137 

91 

103 

Gross profits 

1825 

1256 

575 

38.7 

1.360 

1247 

Depreciation 

749 

626 

244 

158 

192 

165 

Profits before tax 

1076 

630 

331 

225 

1168 

1082 

lax provision 

— 

95 

— 

37 

455 

446 

Profits after tax 

1076 

535 

332 

188 

713 

636 

Dividends 

332 

193 

75 

— 

218 

174 

I.iabilities/asseis 

Paid up capital 

1039 

713 

502 

450 

870 

870 

Reserves and surplus 

4904 

3840 

502 

304 

2422 

1927 

l-ong term loans 

10097 

7926 

1395 

1.561 

263 

340 

Short term loam 

2918 

934 

404 

158 

487 

468 

Other liabilities 

6906 

5363 

180 

142 

2426 

1616 

Gross fixed assets 

12993 

10949 

2445 

2285 

2957 

2360 

Accumulated depreciation 

3748 

3033 

531 

287 

11.37 

947 

Inventories 

7605 

6186 

422 

218 

1495 

1399 

Of which finished good.s 

5649 

4977 

166 

25 

792 

809 

Receivables 

4904 

2947 

537 

204 

1383 

1087 

Izians and advances 

3232 

1804 

52 

43 

574 

459 

Cash and bank balances 

533 

566 

40 

76 

497 

451 

Investments 

83 

58 

— 


570 

293 

Other assets 

261 

301 

18 

19 

128 

119 

Total liabilities/assets 

25864 

18766 

2983 

2614 

6468 

5221 

financial ratios 
llirnover ratio 

0 75 

095 

0.51 

0 41 

0.88 

1.05 

Return on sales 

9.41 

7.05 

37.66 

35 93 

23 83 

22.84 

Return on investment % 

7.06 

6 69 

19.28 

14 65 

21 03 

23.88 

Return on equity (W) 

18.11 

11.80 

33.07 

24 93 

22.53 

23.75 

Earning per share 

10 36 

7 50 

6.61 

4.18 

8.19 

7.31 

tbvidend (V») 

32 

27 

16 

— 

25 

20 

^k value per share (Rs) 

57.21 

63.83 

20 

16.75 

36..36 

30.77 

Current market price 

280 

— 

100 

— 

260 

— 

P/E ratio 

27.03 

— 

15.13 

— 

31 75 

— 


more sumptuous with increases recorded in 
sales turnover as well as profits by the com¬ 
panies now making the declarations. This is 
notwithstanding the fact that the new 
government coming into office after the elec¬ 
tions, and before it could address itself to 
presenting the delayed Uniqn hudget for 
1991-92, was required first to pull the coun¬ 
try from a possible default in external debt 
and to start with a process of structural ad¬ 
justment on the fiscal front. The adjustment 
was far-reaching, as it involved devaluation 
of the rupee, cutting of fiscal and budgetary 
deficits, adoption of a tight monetary policy 
and a sharp squeeze imposed on imports for 
business and industry. 

The situation became far more complex 
for the companies, but looking to their latest 
results, they have coped with it quite ad¬ 
mirably. Over all corporate results for 
1991-92 have shown a double digit accretion 
in sales and profits, and a greater turnout 
by the companies for the second-half of the 
year as compared with the first-half. Cement 
and mini cement companies, besides cement 
products, paper and pulp, moulded luggage 
and bearings have experienced market 
resistance to hikes in the prices of their pro¬ 
ducts, and so also tea^ coffee and sugar 
manufacturing companies, in addition to 
automobile companies. Yet companies 
without an exception are formulating fresh 
plans of further investment in business in 
a tribute to the government’s policies. 

ARVINO MILLS 

Accent on Export 

Two of the companies reviewed here, 
namely, Arvind Mills and Murudeshwar 
(.'etamics, by the results for the year ended 
March 31, 1991, have progressed a great 
length towards the goals they had set out 
to reach, while a third, KSB Pumps, 
though It has not done poorly, according 
to Its directors, has not fared as well as 
It was expected to do. But KSB Pumps, 
like Arvind Mills, announced for the year 
1990-91 a higher dividend to shareholders 
and Murudeshwar Ceramics a maiden 
dividend of 16 per cent of which 10 per 
cent was proposed as interim dividend 
before the close of the year. 

Arvind Mills has set itself the goal of 
exports. Particularly, export of the up¬ 
market denim material for which the com¬ 
pany established an export-oriented plant, 
designating it as Arvind Exports, which 
started commercial production from 
January 15, 1991. With the commissiomng 
of the plant, the company could be pro 
ducing denim at the rate of 60,000 meltw 
per day. thereby becoming one of the laf 


Economic and Political Weekly June 6, 1992 


1169 



producers oi denim in the world. The 
company is also concentrating on export 
of high quality two-ply and single-yarn 
poplins. But denim draws particular at¬ 
tention and also mention. So much so 
that in the modernisation programme of 
Ankur Ibctiles, which is a division of the 
company, attention is focused on produc¬ 
tion of denim to yield another 23,000 
metres daily for export. 

The directors regard production of 
denim for export as their “strategic 
thrust”. With modernisation which was 
long overdue on these lines, operations of 
Ankur Textiles are expected to be put on 
a sound footing. The spinning, weaving 
and processing plants of the company at 
Naroda Road in Ahmedabad are being 
modernised to augment production of 
high quality two-ply and single-yarn 
poplins to be targeted for export markets. 
The company is to expend Rs 112 crore 
on its modernisation programmes for 
which the ICICI has approved the invest¬ 
ment plans and the finanang pattern. The 
electronics division’s operations, mean¬ 
while, have been streamlined to approxi¬ 
mate now the break-even stage. 

Revival plans of Nagri Mills, whose 
management was taken over by the com¬ 
pany from October 1990 under a scheme 
approved by the High Court of Gujarat 
and sanctioned by the central government, 
also cover installation of a denim plant 
for production of 23,000 metres of the 
material per day, besides modernisation 
of the spinning department which has a 
capacity of 36,960 spindles. The plan is 
to entail Rs 60 crore investment of which 
the company is to be providing for Rs II 
crore. A separate export-oriented spinning 
mill with an installed capacity of 49,392 
spindles to produce 14,000 kgs of high 
quality yarn per day is being set up by the 
company. Arvind Mills is to act as a new 
piomoter for a group company (Laibhai 
Group), Asoka Mill.s, towards its revival, 
after it had incurred substantial losses 
in the previous years, under a scheme 
presented by the ICICI and providing for 
BIFR relief and assistance. 

Exports constituted Rs 3,558 lakh of 
the turnover and represented an increase 
of 60 per cent on the previous year’s figuic 
of Rs 2,217 lakh. The Kigher dividend 
covers an increased share capital following 
allotment of 32,53,910 equity shares of 
Rs 10 each at a premium of Rs 10 per 
share on part A conversion of 16,26,955 
fully convertible debentures which were 
issued on October 21, 1989 Following the 
conversion, the share premium account 
under reserves and surplus stood increas- 
1 from Rs 313.40 lakh to Rs 638.79 lakh 
'•company made during the year a tin 


CENTRE FOR SOCIAL STUDIES 
SURAT 

Training Course on 

Computer Applications in Social Sciences 

The Centre for Social Studies, Surat is organising an ICSSR 
sponsored course on COMPUTER APPLICATIONS IN 
SOCIAL SCIENCES from September 14 to September 23, 
1992. The Course is meant for Social Science researchers 
who arc engaged in survey research and need to deal with 
analysis and data processing. Knowledge of basic statistical 
method is essential. This course is designed to orient the 
participants to fundamentals of computer, computer 
processing, foundation of data processing, quantification 
methods, statistical techniques and use of SPSS. 

Travel (to and fro second class), lodging and boarding will 
be provided free to the selected participants. Those selected 
will have to deposit Rs.lOO/- as earnest money-which is 
refundable only after full attendance in the course. 

Individuals -should apply by furnishing the following 

A 

information: 

1. Name; 2. Address for communication, 3- Age 
4. language (speak, read, write); 5. Affiliation to Institu¬ 
tion/ University; 6. Present position/dcsignation; 7. Quali¬ 
fications; 8. Discipline in which holding an M Phil/Ph.D. 
degree with topic 9. Survey re.search capability in terms 
of whether you have studied: i) Survey research methods; 
ii) Sutistics; iii) Data processing techniques, iv) Computer 
packages/programmes (specify), U). Computer language 
known (specify); 11. Accessibility to computer facility; 
12. List of your current research projects; C.. Whether 
travel expemes can be borne by your institute; 14. Have 
you applied to such courses conducted by us earlier?/When? 
and 15. Recommendation of the supervisor or department 
head 

Completed applications to the Course Director, Centre for 
Social Studies, University Campus, Udhna-Magdalla Road, 
SURAT - 390 007 latest by 27th July (Monday), 1992. 
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thtT issue on rights basis of 12.S per cent 
65,44,384 partly convertible debentures to 
raise an amount of Rs 91.62 crore to cover 
the investments in Ankur Textiles and 
Nagri Mills, in addition to the modernisa¬ 
tion of the mill at Naroda Road. The issue 
opened on March 5, 1991 and was closed 
on April 11, 1991 with the amount 
over-subscribed. 

murudeshwar ceramics 

Maiden Dividend 

Murudeshwar Ceramics, on having 
gone- into production, moved from red 
into black during the year 1990-91, clear¬ 
ing balance Rs S8 lakh of loss and also 
declared a maiden dividend on a higher 
share capital following the issue of 
5,21,245 equity shares towards first part 
conversion of Rs 50 of Rs 1.50 issue price 
of 1,04,249 fully convertible debentures 
into five equity shares. Though the year 

^ IN THE CAPITAL MARKET 

Waterbase 

Waterbasc, a company of the Thapar 
group, IS set to enter the capital markei 
with a public issue of 20 lakh equity 
shares of Rs 10 each at par aggregating 
to Rs 2 crore and .1,80,000 15 per cent 
partly convertible debentures of Rs 100 
each at par aggregating to Rs 3.8 crore. 
The public issue is to finance the com¬ 
pany’s Rs 42.5 crore aquaculture and 
shrimp processing 100 per cent EOU 
plant. The project will also receive fun¬ 
ding from venture capital institutions 
including TDICl and Crcditcapital Ven¬ 
ture Fund. The farm is being set up on 
a 112 hectare plot along the banks of the 
Buckingham Canal, 22 kms from Nellore 
in Andhra Pradesh. The TWL project is 
an integrated venture and is the first of 
its kind in the country. The project will 
consist of four piarts—hatching, fanning, 
feeds produang and processing facilities. 
The farm is integrated with the feed plant 
which enables cost control (bO per cent 
of the cost of farm-raised shrimp is feed 
cost), and hatchery which ensures quality 
fry. The hatchery will be capable of pro¬ 
ducing, 70 million fry (capacity closer to 
200 million fry), while the feed plant will 
manufacture 15,000 TPA of prawn feed. 
The prawn processing plant wilt be 
capable of handling 2000 TPA of 
throughput in a single shift. Waterbase 
has entered into a technical collaboration 
with Luxe Enterprises of Thiwan who are 
one of the three big integrated operators 
with experience of aquaculture techno¬ 
logy transfers in Thailand, Philippines, 
Indonesia and Australia. The company 
>s being promoted by Vikram Thapar of 
the Thapar group as chairman. The 


under review was difficult due to con¬ 
straints on supply of inputs because of the 
Gulf crisis, the company maintained 100 
per cent capacity utilisation on the 
average. It added several special quality 
tiles to its manufacturing range which 
were well accepted in the market. With 
emphasis on quality, it has been able to 
withstand increasing competition in the 
tiles market, expecting to increase turn¬ 
over further during 1991-92. The company 
exported tiles worth Rs 17.97 lakh mainly 
to some prestigious five-star hotels esta¬ 
blished in the erstwhile USSR. It is ex¬ 
ploring the possibilities of entering the 
market in west Asia in a big way 

KSB PUMPS 

Slump in Demand 

KSB Pumps’ 1990-91 results, though 
better, have fallen short of the anticipation 
of a greater improvement in working dur¬ 
ing the year whe'li was belied, according 


schedule commissioning of the plant will 
be phased out over Inly/ September this 
year. It is estimated that the demand- 
supply gap for shrimp would be around 
5-b lakh tonnes by 2000 AD while that 
for prawn feed would be around 200,000 
TPA by 1995-9(). While TWL intends to 
establish direct marketing links, ICICI 
has also granted export marketing 
assistance to support this effort. The 
company expects a turnover of Rs 23 5 
crore in the first year The public issue 
will open on June 29. Shipping Credit 
and Investment Company of India and 
Kotak Mahindra are ihe lead managers 
to the issue 

Kuber Finance 

On a small capital of Rs 1 10 crore as 
on 31.3.92, Kuber Finance has fixed 
assets worth Rs 13 65 crore and current 
assets worth Rs 3.90 caire. The company 
has made good profits and declared 18 
per cent dividend for 1991-92 Its wide 
network of 60 branches and representa¬ 
tions, coupled with a work force of 30,000 
people and agents, is instrumental in 
reaching out to tl)^ public across the 
country, with zonal offices in Lucknow, 
Delhi, Bombay and Bangalore In ordei 
to strengthen its capital base, the com¬ 
pany has outlined a project with total 
equity of Rs 7 crore. The promoters pro¬ 
pose to bring in Rs 2.8 crore and the 
balance of Rs 4.2 crore will be raised by 
way of public issue. The company 
extends car ■'purchaseI finance, corporate 
finance, spot payment of shares, loan 
against securities and bonds, hire pur 
chase and bill discounting. Opening 
hortly are Kjber’s new chain of luxury 


to the directors, by “trying business con¬ 
ditions”. The civil strife in various states 
in the country, shortage of fuel, higher 
costs due to inflation resulting from an 
ever-increasing budget deficit, increase in 
administered prices and energy sur¬ 
charges, all created as the directors state 
in their report unforeseen problems, in¬ 
cluding an unexpected fall in the demand 
for submersible pumps. This was partially 
offset by a better product mix of other 
pumps and stabilisation of operations of 
the units at Coimbatore Number ot 
power-driven pumps sold recorded a 
decline from 10,990 to 10,536, although 
production increased from 10,571 pieces 
to 10,867 pieces. But sales of industrial 
valves increased from 6,488 to 12,9(X) and 
so also of castings from 80,045 kgs to 
1,23,642 kgs. With the payment of the 
third and final instalment of Rs 33.34 
lakh, the company redeemed in full the 
outstanding debentures allotted on 
Januaiy 12 


hciicis and resorts. Other projects such 
as export-oriented granite production 
and education are also under considera¬ 
tion The group has alsolaunched a new 
company, Kuber Mutual Benefits, 
through which it invites its customers to 
become shareholders of the company. 
P K Sharma is founder-chairman and 
managing director of the company 

Torrent Cables 

1 he lorrcnt group has turned around 
Mahcndra b'lcctricals, a sick cable 
maiiulacturing unit. Renamed Torrent 
Cables (TCI ). the company has revived 
Its rapport with the collaborators 
Johnson & Philips, UK In the latter half 
of 1991, TCL commissioned the XLPE 
high tension power cable manufacturing 
line With this, the company achieved a 
turnover of Rs 14.00 crore. In view of im¬ 
proved working, the board has recom¬ 
mended a dividend of 12 per cent for 
1991 92 The benefit of the full year of 
priKluction IS expected to yield a targeted 
turnover of Rs 60.(X) crore in the current 
year A fresh investment of Rs 30 crore 
lor elastomeric line and updating and 
moderni.sation of existing machinery is 
already under implementation at TCL 
On completion of this, TCL will be able 
to reach the turnover of Rs 100 crore in 
the coming three years. Tbrrent Cables 
IS studying the techno-economic viability 
of various other related projects such as 
optic fibre, jelly-filled telephone cables, 
etc. Tbrrent Cables is likely to invite 
public participation in its ma.s.sive expari 
sion plans and new projects. 

-J 
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the 30~seater Mini Bus. 


From Ashok Leyland — the leader 
in passenger road transportation. 


Ruggedness and reliability two key factors that have made Ashok Leyland 
vehicles the leaders in the field, have now been engineered into Chital 
Powered by the world-renowned Hmo 't-cylindei diesel engine, Chital has 
higher power output at lower RPM for continuous ciuty cycles, and greater 
fuel efficiency 

Passenger-carrying characteristics 

• Higtier RLW — 7G00 kgs — the highrrst in its class 
* b-speed synchromesfi gearbox optimally matched with engine and drive 
tram tor passengei application 

• Front axle design with high wheel lock angle lor excellent manoeuvrability 
even on narrow, congested roads 
• low floor height for easy boarding and alighting 
• Adequ.ite head room in the '.aloon 

Technical Specifications 


/y 


Wheel 

Base 


'tbOIJJiiiri 


C)v(*r il' 

1 Hritjih 

(’veraf’ 

Mill hjfriif'g 
OiH 

F rijnt 
Ar|._‘ 
Rating 

He.,; 

A/le 

Rating 

fi4'K)riiri' 

J1 ?nrnrTi 

11 SOUriirn 

TOOOxqs 

JSOOkqs 

/t -^L'rnrY', 

'Mlftf'Tl 

1 

JOOOXgs 

4S'JUkgs 


7 


uiouna 

('If'diance 


?nnrTim . 


Applications 

• Lrnployeo Transportation 
• Airport and Tourist Coar h oporatinn 
• Pomt-to-Poini stage earner 
• Intra-cily transportation 
• Feeder services 



Ashok Leyland: A heritage of excellence for over 40 years 
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Calcutta Diary 

AM 

What is good for the great bulls operating in the stock exchanges 
is good for the Indian republic. The message was driven home to 
the top brass of the ‘nationalised’ banks and public financial 
institutions. The economy might be doing badly, the rate of 
industrial growth might actually be negative, but the 
miracle-makers were at work and deserved the solidest support 
from the state. One must not ask whether the funds with which 
they played their tricks in the market were being provided against 
certain junk papers. To inconvenience the bulls was akin to 
inconveniencing the nation. 


KARL EMIL MAXIMILLIAN WEBER 
IS a nearly forgotten name, and Die pro- 
testantische Elhik and der 'Geisf des 
Kapiio/isme is a forgotten tract, its faded 
message meeting a fate worse than that 
of a sheaf of barren leaves. Without that 
produced means of production, capital, 
there can be no growth. Capital however 
IS not a free gift of nature. No automatici- 
ty guarantees its accumulation. It stipu¬ 
lates the sacrifice of current consumption 
in exchange for consumption in the future. 
Man’s instinctive time-prelerence tends to 
impede this accumulatory process It is 
crisis of a sort, involving almost a species 
of dialectics,“Which was easy for Marx to 
handle. The opportunity for exploitation 
and larger profits accumulation ensures 
takes care of the dialectics. This solution 
was however to be avoided like plague by 
devout anti-socialists Weber’s tract 
rescued them. Capitalism was supplied 
with a moral foundation. The leitmotif ot 
the system switched from profit-seeking 
to frugality and hard work. And Weber 
had little difficulty to provide dozens of 
examples, from the early pha.se of capita¬ 
list development in Britain and the rest ol 
Europe, of how rigid Protestant ethics 
paved the way for runaway accumulation 

Great copiers, the Japanese sucked in 
the le.sson. They stole .systematically from 
western technology, but the application of 
that technology hinged on maximising 
savings. Which they did, under the aegis 
of the state, via high land taxes, through- 
oui the earlier period of growth The 
country’s resurrection after the Second 
'Vorld War, its transition from rack and 
rum to being the world’s strongest 
economy, was rooted in the refusal to 
allow real wages and real managerial 
remunerations to rise by even a single 
percentage point in the two decades 
following Hiroshima and Nagasaki. This 
was feasible because of a kind of religious 
fren/y which seized the nation. Western 
Eurofse, equally devastated, but non- 


nuked, encountered a much more tract¬ 
able problem; Marshall Aid was instru¬ 
mental for hefty transfers of capital from 
the United States, the need for domestic- 
accumulation was to that extent reduced 
Even so, the rate ol savings in what was 
then the German Federal Republic, and in 
some of the smaller countries like the 
Netherlands as well, hovered around 25 
to 30 per cent ot gross domestic product 
in the stretch of twenty years from 1945 
to 1%5 Koniad Adenetir was a Catholic, 
the ethics he opted lor to bolster his 
statecraft had nonetheless the stamp of 
Max Weber all over. 

Thai qutiint notion of capitalism is 
altogether outlandish in the view of those 
currently overseeing the proce.sses of the 
Indian economy II some savings need to 
be done, that obligation belongs to rich 
foreigners, we will simply cajole them into 
giving us a pail ol what they save. Bor¬ 
rowing has been elc-vated to a moral right. 
Ate we not one ol the poorest countries 
on earth, have we not received, in per 
capita terms, very little aid till now"’ 
Besides, have not the imperialist west ex¬ 
ploited us mercilessly over the past fc’w 
centuries, what is then wrong if we ask 
them to foot henceforth the bill for our 
ecisnomic development? 

Such an ethical formulation gives short 
shrift to Max Weber li is an updated ver¬ 
sion of capitalism. Iiugality can go to 
blazes, profit-raking is all A social halo 
attaches to the person who makes the 
most money m the shortest possible lime 
If he cuts a lew corners and bends a few 
rules, so what, does he not, every time, 
comc up trumps'’ Individuals like him 
make capitalism click. Liberalisation, 
after all, is primarily intended to allow 
such heroes all the elbow room they need 
If they prosper, the nation prospers. 
Remembei the famous aphorism from the 
gentleman who headed the automobile 
company, Cieneral Motors, and whom 
Dwight Eisenhower picked as his defence 


secretary: what was good for General 
Motors was good for the United States of 
America? 

What is good for the great bulls 
operating in the country’s still constricted 
stock exchanges, the government must 
have felt all along, is good for the Indian 
republic. The message was driven home 
to the top bra.ss of the ‘nationalised’ banks 
and public financial institutions. Was it 
not simply unbelievable, the shares of even 
industrial units that have been sick and 
closed for the past several years vvcrc going 
up and up and up. Those who could per¬ 
form such magic are the nation’s most 
precious assets. The economy might be 
doing badly in the formal sense, the rate 
of industrial growth might actually be 
negative, but no matter, the miracle- 
makers were at work, they were creating 
wealth out of nothing, and therefore 
deserved the solidest support from the 
state. The banks and the other financial 
institutions instinctively knew whose 
requirements they were supposed to cater 
to The market signals, have not the great 
girrttv from Washington, DC, taught, 
could never be wrong The market stgnals 
were putty clay tn the hands of the 
miracle-workers, who willed the stock 
prices to soar to the dizviest hctghts. They 
were no ordinaly bulls, they wcie great 
bulls. If accommodation was what these 
bulls demanded, tto questions asked, ac¬ 
commodation was what was to be granted 
to them 

One must not ask whether the liquid 
funds, with the help ot which they played 
then tricks in the market, were being pro¬ 
vided against certain junk papers. Even 
if one kne-w that the papers were fake, one 
mu .t keep mum. Even if standing instruc¬ 
tions had to be flouted in order to accom¬ 
modate the bulls, one must not make an 
issue of It To inconvenience the bulls was 
akin to inconveniencing the nation, a lack 
of patriotism did not behove a top-notch 
banker 

It was the South Sea Bubble story all 
over Sooner or later, the bubble had to 
burst, the stock exchanges could not tn- 
definitely continue along a course which 
bore no relationship with the realities of 
the economy An entire range of small¬ 
time, god fearing investors thought that 
the bulls were lor ever; they could hardly 
be blamed, they only followed the lead of 
the government-owned financial institu¬ 
tions Now they have come to total grief 
A cynical government will not be dis¬ 
traught by the magnitude of the di.sasler 
that has overtaken these tru.sting citizens 
It has other immediate worries It would 
be embarrassing if a nexus were somehow 
proved to have been there between l 
great bulls on the one side and establi 
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men! animals, political animals not ex¬ 
cluding, on the other. The skeletons in the 
cupboard must stay safely boarded up. 

In such circumstances, much energy 
and re.sources will inevitably be spent to 
identify a few scapegoats. There will be, 
from the most diverse and shadiest 
quarters, a synchroni.sation of the raucous 
chant of non-met/ culpas. The government 
was well meaning, but it was misted. The 
bank chairmen were equally well mean¬ 
ing, they too were misled. So was the ca.sc 
with the office-holders ol the nation’s 
central bank and ol the other (iiiancial in¬ 
stitutions such as the National Housing 
Board. It is going to be, rest assured, a 
breathtaking!y impressive cover-up One 
Ol two miserable creatures will be caught 
by their foot and charged with the respon¬ 
sibility of having led astray the entire lot 
of financial lunctionaries, including the 
finance minister The government func¬ 
tionaries, It will be said with profundity, 
did not sin, they were sinned against. It 
was an unfortunate episode; appropriate 
lessoii-S are lo be drawn Irom it Mean¬ 
while. 1 1 a few thousands ol small in¬ 
vestors have been pauperised, ah, well, in 
hie the rough has to be taken along with 
the smooth 

The fault, dear Cassius, does not he in 
the government’s stars, but in its theology 
Free market principles have their time and 
place. Were the structural adjustment pro¬ 
gramme the World Bank and the Inter¬ 
national Monetary Fund wax eloquent 
over allowed a completely free rein, strictly 
on the academic plane, tin economs 
might, in a dozen oi two dozen years, have 
found Itself launched into a satisiving 
growth path, and the satisiving rale of 
growth also accompanied bv reasonable 
price stabiliiv But, for that to happen, it 
would be ciirrenily essential to cut out all 
subsidies and social wellaic piogianinies 
Irom the government’s budget, lo sl,ish 
drastically the deleiuc oiiilav and to 
abandon the atomic cncigv and sp.ui 
research programmes, no more 'iniplo 
sums’ and no more playing around with 
toekei leihnology ll would also sail loi 
the total abolition ol the regime ol ad 
nimistialivc prise controls, and sicsorduig 
ol ab.soluic freedom to mdustiy and ir,ide, 
including to the transnational sorpoia 
tions, so that they could mulcl the buyers 
and consumers to the iiia\imutii possible 
extent. It would also be impcialive that 
thousands ol so called inellisient in¬ 
dustrial umis be slosed and hundreds ol 
thousands of employees icirenslied It 
would addilionally lunge upon the con 
cept ol an open economy being streichcd 
furthei, with permission lor untraniinelled 
entry granted to foreign banks, insurance 
vmpanies and other similar agencies It 


would call for recognition of the,harsh 
possibility of a good part of the country’s 
domestic product as well as of real estate 
slipping under the ownership of 
foreigners. 

The Bank and the Fund might raise 
Cam, but that variant of laissez-faire is 
politically not on This nation of nine 
hundred million people is already show¬ 
ing the strains. The complexities of 
managing this unwieldy frame are increas¬ 
ing with every day. It is an unstable 
equilibrium. The mail order prescriptions 
doled out from a distance of eleven 
thousand miles arc extraordinarily dif¬ 
ficult to fill. II excessive zeal is shown in 
one or two directions, there could be civil 
turmoil of the worst kind, the administra¬ 
tion might collapse, the government might 
fall Politicians have an uncanny .sensiii- 
viiy enabling them to sort out risk worthy 
adventures from outright follies. However 
hard they might be pushed from behind, 
the politicians, succeed, at the seemingly 
very last moment, in avoiding the 
precipice. In areas that matter crucially, 
liberalisation and love of the free market 
will therefore be subject to a, .set ot boun¬ 
dary conditions. 

Major risk-bearing is out, minor 
pastimes will come to occupy the space. 
Playing footsie with the share market will 
be considered permissible behaviour. 
What IS the point of inducting a liberal 
ambience it even honest crooks are not 
allowed the latitude of indulging in some 
crookedness’' The stock exchange scam 


unfortunately got somewhat out of hand, 
there is however no occasion for any 
undue panic The market-loving buc¬ 
caneers will be simply told to move to a 
different, perhaps even greener, pasture. 
Liberalisation is worth nothing if it does 
not permit unbridled free competition in 
at least some aaivities. Such competition 
will hurt some citizens. But if th^ cannot 
stand the heat, the remedy is obvious, they 
must quit the kitchen. Their discomfiture 
is no ground to stifle the in-house goiiuses 
from honing their skills in skulduggery. 
Besides, thbsc who w^t to play the game 
of stocks and shares are assumed to have 
some rudimentary knowledge about 
expectations and all that. If Frank 
Knight’s Risk, Uncertainty and Profit is 
too esoteric or too dated, they are 
welcome to read up Robert K Merton: if 
a crowd of people simuluneously want 
the market to turn bullish, it will turn 
bullish; if they want it to be bearish, it will 
be bearish. The authorities will be 
foolhardy to try to tamper with- this 
natural law; that will be anti-market, and 
the government will be reported against 
at the appropriate addrteses in Washington, 
DC. This government is already making 
a hash of SAP. If, on top of that, out of 
fear of public opinion, it wants to hinder 
the roaming of the free market bulls, rap 
It hard over the knuckle. Or just hold out 
the threat to rap it over the knuckles. It 
will scamper back to good conduct. The 
crooks can then safely resume their crook¬ 
ed ways. 
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RANDOM REFLECTIONS 


[New Economic PoKcy: A Review 

Arun Ghosh 

The government’s New Economic Policy, which has been in 
operation now for close to a year, raises a number of issues. Has 
the strategy of meeting the balance of payments crisis been 
correct? Are the domestic stabilisation policies on the right lines? 
Are the elements of the structural reform programme correctly 
addressed to meeting the real problems of the economy? Was the 
timing of the stabilisation and structural reform policies 
appropriate? Most important, should these policies be seen to be 
not working, what are the choices still open to the country? 


THE New Economic Policy (NEP) which 
has be«n ushered in by the minority Con¬ 
gress govemmeni at the centre has. as ot this 
writing, been in operation for a baie ten and 
a half months—from July Wl till mid-May 
1992. Over this period, the policy has also 
seen some dramatic turnarounds, but the 
broad focus of the policy has remained un¬ 
changed, though there has been vagueness 
in regard to some of the instruments of 
policy, which have therefore led to results 
quite different from those expected 

What has been the broad thrust of the 
NEP? Regular readers of the FPH' may con¬ 
veniently skip this and the next nine para¬ 
graphs, which merely narrate the broad 
economic policies introduced between July 
1991 and mid-May 1992. This is all familiar 
story Yet, it may be difficult for any criti¬ 
que to be understood unless one knows 
precisely what it is that one is talking about, 
lo begin with, in early July 1991, the fiolicy 
was directed at short-term stabilisation of 
the balance of payments, as well as to reduce 
the imbalance between aggregate demand 
and supply within the economy, by cutting 
down the steadily growing deficit in the 
central government budget. This was the 
‘stabilisation’ effort attempted through, fiisi, 
a sharp devaluation of the exchange value 
ol the rupee by 20 per cent—hi a two stage 
operation over July I and July 3, 1991— 
followed by radical changes in the import 
policy, with a view to encouraging exports 
Ktid to contain imports, by granting all ex¬ 
porters tradable Exim scrips of a minimum 
value of 30 per cent of exports, and trans- 
fet ring a laige number of imports by Actual 
Users of importation against tliese (saleable) 
Exira scrips. -The twin objectives of this 
policy were: (a) to encourage exports, and 
(b) to have a sdf-balancing mechanism for 
a part of commercial imports (which would 
automatically be equal to a pertain percen¬ 
tage of exports). 

The above policies were accompanied by 
a request for a stand by of S 2.26 billion from 


the IMF; this was supposed to restore inter¬ 
national confidence in the Indian economy— 
as indeed it did, s'emming the flight of 
capital bv way of withdrawal of non-resident 
deposits with banks in foreign currency— 
followed by a budget (July 1991-March 1992) 
intended lo bring about better balance bet¬ 
ween government revenues and government 
expenditure. In retrospect, the budgetary ex¬ 
ercise had several flaws, but that discussion 
needs to be deferred. 

The *stabiii»tion’ programme was quickly 
followed by a programme of ‘structural ad¬ 
justment and reform'. The first element of 
this policy was reform of the industrial licen¬ 
sing system, virtually freeing domestic in¬ 
vestors from all licensing requirements (sub¬ 
ject to certain reservations for production 
III the small-scale sector), virtual abolition 
of the MRTP restrictions on investnienl by 
and growth of large houses, very significant 
amendment of the FERA, allowing foreign 
investment up to 49 per cent of the equity 
in a large number of industries, and invest¬ 
ment of larger foreign equity (even up to 100 
per cent) in selected cases, especially for 
export-oriented production, together with 
significant liberalisation of approval pro¬ 
cedures for foreign collaboration. The 
definition of small-scale industries was also 
revised, with units with investments on plant 
and equipment up to Rs 60 lakh (Rs 7S lakh 
for ancillary unus) being deemed to be 
small-scale units; at the same time, even laige 
units were allowed to have up to 26 per cent 
equity in small-scale units, thereby in a sense 
defeating jnany of the objectives of labour 
laws intended for large and medium in¬ 
dustries. A distinction was, of course, to be 
made between Tiny units’ (with investments 
up to Rs 2.S lakh), but the organisational 
focus of the concerned authorities being 
primarily on the modern (capital-intensive) 
small-scale sector, this was essentially a 
sop (on paper) for the spokesmen of small 
industries. 

The focus of structural reform—intended 


essentially to improve the efficiency and pro¬ 
ductivity of Indian manufacturing industry— 
was, however, on two other aspects of policy. 
The first concerned public sector enterprises, 
for which the traditional budgetary support 
for meeting the new investment requirements 
under ihe Plan programme was suddenly 
and drastically pruned, while loss-making 
public enterprises were ad vised, that they 
could no longer expect continuing budgetary 
support for operational losses. More impor¬ 
tantly, as a measure of reducing the budge¬ 
tary deficit of (he government of India, it 
was decided to sell off part of the equity of 
selected profit-making public enterprises. 

As an adjunct to Ihe policy for industrial 
restruaunng, and the opening up of increas¬ 
ing areas for private investment—in in- 
dustnes/sectors hitherto reserved for the 
public sector the government also an¬ 
nounced that It would formulate an ‘exit 
policy’ foi sick industries, with a safety net 
lor retrenched workers While a clearly 
worked out ‘exit policy' for industry is yet to 
be formulated and announced, the govern¬ 
ment has already referred a number of sick 
public secioi enterprises lo the Board of 
Industrial and Financial Reconstruction 
(BIFR) foi a decision ;is to the future of 
these units. 

I he second aspect ol structural reform 
was import hheialisation, together with a 
lowering of all iiTi|>ort dunes un the ground 
that the rate of import duty in India had 
gradually grown to be unconscionably high. 
While this was partly offset by effective 
devaluation (through [laitiul convertibility 
of the rupee)—and the consequent increase 
in import prices—the liberalisation of im¬ 
ports, supposedly in the interest of aicourag- 
ing competition, opened up the way to an 
accentuation of the policies introduced in 
the late 80s, namely, a stimulus to the pro¬ 
duction of import intensive cliiist consumer 
goods, for which I here vvas a rising (and 
price inelastic) demand in India. 

While these weic the broad elements of 
the overall stabihsaiion-cum-rcstructuring 
programme, two other points need to be em¬ 
phasised. First, credit policy was severely 
tightened in the interest of stabilisation. To 
this extent, the government followed the 
classic IMI prescription—namely, devalua¬ 
tion of the exchange rate and deflation at 
home—a prescription which has worked in 
industrially developed countries, bat which 
has been found to have had disastrous ce>n- 
sequences on the economies of developing 
countries, 70 odd countries in Africa and 
Latin America, with singularly unfortunate 
results. 

Secondly, the budgetary exercise made no 
major effort to increase direct taxes or even 
to ensure the collection of taxes from those 
who evaded them; and the burden of thf 
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‘itabilisatkm' cfTort therefone feti enttiely on 
the build-up of social and ecoitomic infra- 
stnictute. llie pruning of expenditure was 
almost entirely in the area of investments, 
there being little effort to contain or to 
reduce current government expenditure In 
fact, the expenditure on ‘internal security’ 
showed a significant increase 

The budget for 1992-93 presented on 
February 29 went even funher in that there 
was a significant reduction in directr taxes, 
not only as to the rate of income tax (and 
the raising of the minimum exemption level) 
but also by practically doing away with the 
wealth tax and significant leduciions in the 
capital gains tax. At the same time the 
policy of sale of part of the equity ol public 
enterprises has continued, as indeed has the 
compression of budgetary support foi plan 
investments, even for the infrastructure. 

The budget for 1992-93 was also made the 
occasion for the intrixfuction of further fat- 
reaching changes in economic policy The 
trade policy adopted in July 1991 was given 
up, and the rupee was made partially con¬ 
vertible exporters being allowed to convert 
60 per cent of their exchange earnings at the 
free market rate (and even to keep 1.5 per cent 
abroad), with 40 per cent of t he cat nirigs be¬ 
ing converted at the official rale All com 
raercial imports and capital transactions 
(other than with the IMh) are also to be at 
the free market rate, the official rate being 
used for certain government imports (like 
crude oil and oil produas) and specified life 
saving drugs. At the same time, impoit 
policy svas further liberalised, and not only 
the import of capital goods (up to a certain 
value) but also of components tor auto¬ 
motive vehicles and consumer eleitromc pro¬ 
ducts et al svete put on the (XJI The finance 
minister announced that in the foreseeable 
future; (a) the rupee would be made lully 
convertible; (b) all import restrictions would 
be removed subject to only the levy of a 
steadily tower rate of import duty; (c) he 
would welcome the inflow of foreign capital 
to help ‘globalise’ the Indian economy, in 
which direction the country should move; 

(d) he would attend to the reform of the 
financial sector with the same objective, and 

(e) meanwhile, the country would nt'ed ex¬ 
traordinary financing to the tune of some 
$ 3 to 4 billion annually (over and above the 
promised long-term aid) over the next two 
or three years to tide over the period ol 
transition. 

The above is a brief and somewhat sket¬ 
chy, picture of the NEP introduced in the 
count!y with great haste, and without any 
debate as to the pros and cons ol these 
policies, or the alternatives asailabic to the 
people of this country 

Before examining the seriously Hawed ap¬ 
proach of the government, some recent 
developments in the economy need to be 
ighlighted. 


The year 1991-92 ended with a monetary 
expansion of as much as 19.S per cent, as 
against an expansion of only 15.9 per cent 
during 1990-91. The finance minister had 
predicted that broad money circulation in¬ 
crease would be limited to only 13 per cent 
during 1991-92. More importantly, industrial 
production—-as measured by the official 
index—declined by 0.9 per cent in April- 
December 1991 (when the increase in the cor¬ 
responding months of 1990 was 9.2 per 
cent), and agricultural production is reponed 
to have recorded zero growth in 1991-92. As 
a result, the wholesale price index in 1991-92 
showMl an increase of more than 13 per cent. 
It IS known that retail prices—or prices rele¬ 
vant for the consumer—have increased by 
more than 20 per cent since all essential 
Items, starting with foodgrains, milk, 
vegetable oils, have recorded significant in¬ 
creases over the year 

At the same tune, the prices of industrial 
securities luve lecorded an all-time high, the 
boom 111 the stock market being wholly 
unrelated to the pricc:earning ratio of in 
dustrial scrips This indicates that while con 
sumer prices ol essential articles have been 
rising, and industrial production has actually 
recorded a decline, there has been an un¬ 
paralleled increase in the play ol tax-evaded 
money, leading to an unprecedented boom 
in the prices of industrial shares. 

At the same time, the severe credit squeeze 
introduced in the economy has led to a large 
number ol closures of small industries, and 
even large industries—with a more or less 
assured market - have felt the pinch, which 
has been reflected in a decline in industrial 
production 

Briefly, even without going into details. 
It can ho stated that the burden of adjust¬ 
ment, ol stabilisation and of structural 
reform, has fallen entirely on the poorer 
sections of the population. The wealth and 
assets of the rich have been expanding at an 
unparalleled pace 

On the balance of payments front. 1991-92 
ended up with a decline in exports, in dollar 
terms, by I 9 per cent. However, as a result 
of the import compression, the trade deficit 
was the lowest ever, at $ 1.61 billion (which 
should be more than compensated by the net 
inflow of invisibles and of official develop¬ 
ment assistance) The decline in exports dur¬ 
ing 1991-92 arose partly because of the col¬ 
lapse of rupee trade arrangements with 
eastern Euiopc, and should get partly cor¬ 
rected over lime In part, the decline in 
exports in rupee terms arose because of a 
deterioration in the terms of trade arising 
from the sudden devaluation of the rupee, 
and the insistence of foreign buyers of 
Indian products on renegotiating export 
prices, imerms of rupees, which fetched less 
foreign exchange despite an increase in the 
volume of exports. To this extent, the coun¬ 
try has suffered a decline in its real income, 
the cffcci of which may well continue over 
lime. 


Hie NEP misei a number of iuues. Has 
the strategy of meeting the balance of pay¬ 
ments crisis been correct? Are the domestic 
stabilisation policies on the right lines?. Are 
the elements of the structural reform pro¬ 
gramme correctly addressed to meeting the 
teal problems of ihe economy? 3Mu the tim¬ 
ing of the stabilisation and structural reform 
policies appropriate? More importantly, 
what are the choices still open to the coun¬ 
try! Should we continue to pursue the path 
charted out, or is it possible for the coun¬ 
try to think in terms of a different strategy? 

1b begin with, it is important at this junc¬ 
ture to consider the implications of pursu¬ 
ing the policies already charted out. The 
finance minister is on record that the ’struc¬ 
tural reform’ programme should lake anotlier 
two to three years, and that meanwhile India 
would have need foi ’extraordinary financ¬ 
ing’ to the tune of some S 3 to 4 billion an¬ 
nually. The finance minister was, of course, 
hoping that the ‘extraordinary linancing’ 
would be parlly by way ol direct foreign 
capital inflow For ilie lest, he is also on 
record saying ilial he would be applying foi 
an FTT^H.SAI loan fron. ihc IMI- (combin 
cd with a SAI from the World Hank) to the 
tune of some ^ 5 lo 7 billion 

There is a rumor porn! of detail not men¬ 
tioned by the (inarice nimislci In terms of 
the World Bank report ol fjclobei 1990 on 
Trade Re/oriii in /nrJia—which, incidentally, 
had charted oul a course of policies which 
has been simily followed (except for the ex- 
pcrinient at partial convcitibihty) in all the 
policies adopted by the gover nmeiil of India 
thus far—ojier the period of structural ad¬ 
justment, I e, alter a period of five years, 
India would still have a deficit on the cuirent 
account ol ihe balance of payments to the 
tune of some $ 3 to 4 billion annually. Also, 
after the structural adjiislmenl, while the 
output o) agricultural piuducts and of 
minerals would increase, ihere would aaual- 
ly be a decline in the output ol capital goods, 
and overall manufaciuiing output would 
register only a small increase. 

In other wordsi India should focus on 
being a produccr/expoilei of primary com¬ 
modities. Manufacture is not India's forie\ 
at any rate that apjiears to be the conclu¬ 
sion one would reach on a reading of the 
World Bank rept'ri on Thutr Reform in 
Indio. 

And yet, it is precisely (he policies recom¬ 
mended in that report that we have been 
following. Thai report recommended a 
devaluation of 20 per cent. We devalued the 
rupee by 10 per cent on July I, 1991; 
presumably, this ordci of devaluation was 
not deemed to be an adequate response to 
the situation, and we followed up by a 
further devaluation totalling 20 per cent on 
July 3, 1991. 

And the trade and tariff policies; policies 
regarding the sale of equity of public enler- 
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prises; the pronouncements concerning an 
‘exit* policy; the policy of leaving public 
enterprises to fend for themselves; and the 
opening up of even infrastructure to private 
enterprise; the policy on globalisation and 
the opening up of the economy to foreign 
capital; and nnatly, the lowering of import 
barriers and import tariffs—all these are 
pan of the package of policies recommended 
in the World Bank report on Trade Reform 
in India. By the end of 1995, as per these 
recommendations, there should be no im¬ 
port controls, only a/tai rale of import duty 
(of 20 to 40 per cent) on all imports without 
exception (including consumer goods). India 
has to be integrated with the global market. 

It also seems in retrospect that India has 
to be integrated with the global market on 
terms set by the aid donor countries This 
point would be elaborated later 

What arc the likely consequences of the 
pursuit of the New Fconomic Policy'’ In the 
first place, the objective of siabilisaliun has 
so far eluded us, with the result that mfla 
non IS likely to intensify, and if perchance 
the monsoon lurns out tu be unfavourable, 
we may face run away intlation during 
1992-91 rhe governnienl has done nolhing 
lo address the problem through a vigorous 
effort at direct lax collection, and since in- 
leina! stability c.innoi be achies'ed merely by 
tight credit policy in the face ol irrespon¬ 
sible fiscal policy -we may .ompounci the 
probleni by_,hurting industrial production 
With the likely deepening ol industrial reces¬ 
sion, unemployment is likely to be greater, 
and this ill turn is likely to lead lo stKial 
unrest and turmoil Such an atmosphere is 
not conducive to investment 1 n any case, the 
lutbacks in iiivestmciils on the intrasiruc 
turn are likely to discourage new investment, 
as power, transport and coinmunnalions 
may all begin to falter. 

Nor would such a situation be conducive 
to the expansion of exporfs, af least to the 
cxient ifeeessary Both inteinal imbalance 
and inadequacy of nutpui arc therefore likely 
10 affecl our balance of payments situation. 
The liberalisation of import policy, with con¬ 
tinuing increases in unia,xcd incomes, will 
keep the demand for imports at a high ’evel 

Even though a few industrial undertakings 
may be able lo take advantage of the import 
facilities to improve their competitive posi¬ 
tion, by and large, higher efficienc'y and in¬ 
ternational competitiveness is likely to elude 
us The most csseniial pre-i onditioiis to 
efficiency are stability, and an ambient 
rf'mosphere. 

As a result, our large external borrowings 
would not help us to achieve either stabilisa¬ 
tion of the economy or structural reform. 
Meanwhile, the problems of lack of educa¬ 
tion, ill health, lack of skills, of endemic 
poverty would continue to keep the country 
tiired in low productivity and lack of 
employment opportunities. The NF.P does 
not even attempt to address the medium- 
term needs of the economy. 


AN Alternative Strategy 

What, then, needs to be done? Is there an 
alternative strategy out of the present diffi¬ 
culties? Indeed, there is, and those who say 
‘There Is No Alternative’ (TINA) are unfor¬ 
tunately not able to see with clarity that the 
present policies are likely to spell disaster, 
and that there is an alternative strategy 
available to the country. 

To begin with, we must fashion our short¬ 
term policies in such a manner that they 
blend into our medium-term objective of 
self-reliant growth, and our long-term ob¬ 
jective ol sustainable growth with distri¬ 
butive justice. 

How are our short-term policies to mesh 
with our medium-term objectives? The im¬ 
mediate need is stabilisation, just stahilisa- 
iion of the economy and not its restructur¬ 
ing The latter is a medium-term objective, 
though the pattern ol restructuring needs to 
be different from the pattern being pursued 
at the moment 

How do we achieve stabilisation? Let us 
mil forget wc did it so successfully m 1974, 
alter the oil price hike. Doubtless, wc were 
helped by a bountiful monsoon in 1974-75, 
but then we had four consecutive bountiful 
monsoons which wc have squandered away. 

There are two elements to the policy of 
stabili.sation. internal balance and external 
balance 1 he experience of 1991-92 tells us 
that despite a severely adverse international 
situation—arising from the collapse of our 
lupcc trade with eastern Europe—we achiev¬ 
ed the smallest trade deficit (of $ 1.6 billion) 
in more than a decade. From 1980-81 on— 
when wc had a dcricii in the trade balance 
ol $ 7.5 billion--we have been having a 
staggering deficit in our merchandise trade 
balance. A deficit of S 1.6 billion can be 
more than made up by net aid receipts and 
net invisible receipts (mainly expatriate 
Indians' remittances from abroad). True, the 
DGCIS figures of the trade balance (for 
1991-92) do not include certain government 
imports. But, again, it is here—in the matter 
of defence imports and imports of civilian 
aircraft, etc—that we need to tighten up, and 
drastically prune our imports We need lo 
open up diplomatic talks with our neigh 
hours with genuine seriousness of purpose 

What wc do noi need to do at this junt 
lure IS to open up imports freely. What we 
do not need is loose talk of turrenc 7 con¬ 
vertibility and of ‘glotalisaiion’ ol the 
economy, opening up of the services sector 
as well as encouraging foreign investments 
freely. We do noi, we should not. reorient 
our invest.inent policies in accord with inter¬ 
national market demand and supply, as will 
become obvious from the subsequent para¬ 
graphs. Essentially, therefore, what we need 
IS a go back to a self-balancing mechanism 
which will equate a large part of our com 
mercial import s to a designated pari ol our 


exports, through the Exim scrip mechanism. 
(The Exim scrip facility may be granted to 
service receipts and inward remittances also, 
so as to curb the ‘hawala’ market in foreign 
exchange.) A near balance in the current ac¬ 
count of our external payments is not only 
the first step to stabilisation, it will also im¬ 
mediately boost international confidence in 
the Indian economy 

The second step necessary in this context 
is to make more rapid progress (than record¬ 
ed over the past one vear) towards a balance 
between aggregate demand and aggregate 
supply within the country. Strange as it may 
appiear, this is not very difficult to achieve. 
All that wc need today is- (a) to have more 
progressive and more effective direct taxa¬ 
tion, and (h) to curb the play of black money 
firmly. It is the latter which is creating havoc 
in thc economy today It is the latter which 
is fuelling inflation, creating an unhealthy 
boom in industrial share prices—when in¬ 
dustrial production has been declining— 
creating a boom m real estate, creating a 
wave of ‘consumerism’, an unhealthy bur¬ 
geoning of demand for elitist consumer 
goods 

As indicated earlier, it is quite easy to curb 
black money. Today, the tax-evader openly 
flaunts his wealth, it is not difficult to pin¬ 
point him What is required is ‘piolitical will’. 
Time and again, the Indian electorate has 
demonstrated that it is not money power 
alone that is likely to get a candidate elected. 
The years 1977, 1980, 1989 have repeatedly 
demonstrated that the Indian electorate is 
not lo be played with, and the sooner this 
sinks into the consciousness of the presently 
elected representatives of the people, the bel¬ 
ter It would be for both the country’s in¬ 
terests and the individual interests of the 
elected representatives ot the people. 

For, this, the government needs to come 
down heavily on tax-evaded income In fact, 
even some prcliminarv steps m this direction 
would tend to force black money lo go into 
an ‘idle hoard’, and thcicby help lo bring 
down prices 

Bur basii'ally, stahilisaiion calls for better 
biidgciai V balani c, .ind this calls for speedy 
reducliori of the “revenue deficit” of the 
governnienl ol India Such a development 
has lo be bioiighi about through (a) belter 
colleelion ol diiccT taxes (which in any case 
need lo be more progressive), and (b) a 
reduction in totally wiisieful cxpendilure on 
deicncc. on iniernal scvuriiy, on ostentatious 
(and avoidable) curreni cxpcridilures 

Austerity has to conimencc with the 
council of ministers at Ihecenire. Wc cannot 
go on telling the people lo tighten ilieir bells. 
Most people in the couiiirv today do not get 
two square meals a day This is where our/ 
short-term policies need lo mesh with o^ 
medium-term polieics We need to step/ 
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our invrstments on the social and economic 
infrastructure. Thie, we need to improve the 
efficiency of all investments. But privatisa¬ 
tion is not the answer; the answer lines in 
‘motivation’, and motivation is something 
that can be inspired only through example 
from the above, and more trust and faith in 
the people. 

This brings us to the pattern of restruc¬ 
turing that we need. What we need is more 
education, better health, beiiei living con¬ 
ditions all round Only a hetier educated, 
healthy and well fed person can acquire and 
make u.sc of betiei .skill.s, only such a per¬ 
son can improve upon his pioductiviiy Ijci 
us not forget, as per the 1991 Census, fully 
48 per cent ol all persons aged seven years 
or more were totally illiterate, ijct us not 
forget, as per the National Sample Survey 
for 1987-88, as mu,"h as 43 per cent of the 
population was living below the poverty 
line (see ‘Declining Incidence of Poverty 
in 1980s: Evidence versus Artefacts’ by 


B S Minhas, L R Jain and S D Ibndulkar, 
EPW, July 6-13, 1991). What we need is 
greater efficiency of public outlays; and the 
first requisite for that is ‘decentralisation’. 

The present effort at ‘globalisation’ of the 
economy seeks to release the latent energies 
of some 10 to 1S per cent of the population. 
Our medium-term restructuring should aim 
to release the latent energies of the entire 
workforce which presupposes better educa¬ 
tion, better health, better nutrition for the 
entire population. That in turn would 
depend on adequate employment oppor¬ 
tunities for the enfire work force. A/ is possi¬ 
ble to achieve such a restructuring; but such 
a programme calls for a fundamental 
restructuring of the Indian polity in favour 
ol decentralisation. That would inter alio 
help to mesh our short-term policies with 
our medium-term objectives. 

In the immediate future, this requires that: 
(a) we resolutely refrain from taking a large 
loan under the EFF. (b) that we balance our 
external payments on current account in the 


shortest period of time, without recourse to 
further external borrowing, (c) that we 
resolutely eschew the inflow of short-term 
external capital, (d) that we attain internal 
‘stabilisation’ through more vigorous taxa¬ 
tion, the curbing of black money, and the 
elimination of unproductive current expen¬ 
ditures, (e) that we avoid making up for 
fiscal weakness by stringency of credit for 
productive purposes, (f) that we give up the 
chimera,of ‘globalisation’, reliance on exter¬ 
nal capital and the blind pursuit of an in¬ 
vestment programme in tune with inter¬ 
national demand and supply, and (g) that 
we firmly put back on the agenda, a pro¬ 
gramme of genuine austerity for achieving 
stabilisation, a programme of good relations 
with all neighbouring countries to be able 
to divert precious resources foi development 
and, finally, a policy of decentralisation of 
economic authority with a view to not only 
achieving better efficiency in the use of 
resources but also for instilling a spirit of 
self-reliance in the entire piopulace 
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COMMENTARY 


High Cost of Medical Care in Kerala 

Tentative -Hypothesis 

PG-|^ Puikiur 

In spite of a wide network of public sector medical care 
institutions, where medical itr vices are supposed to be easily 
accessible and freely available, private expenditure on medical 
care in Kerala remains very high. 


THE substantial improvement in the 
health status of Kerala despite the low level 
of economic development and income per 
capita, has attracted attention. It may be 
noted that as of 1989, the crude death rate 
in Kerala had come down to 6 as against 
10 for India and 13 for low-income econo¬ 
mies, excluding India and Chin^. Infant 
mortality rate for the state in 1989 is 
reported to be 21 compared to 93 for India 
and other low-income countries. The 
average life expectancy at birth m the state 
worked out to 70 years, as against the na¬ 
tional average of 59 years, and 55 years 
for the group of low-income economies 
other than India and China. Thus, ui terms 
of survival'norms, the health status of the 
state is comparable to that in the high- 


income indust nalised countries of western 
Europe and north America. However, as 
brought out in an earlier study on the 
health status of Kerala [P G K Panikar 
and C R Soman, 1989], and reiterated in 
a recent study [K P Kannan, K R Thankap 
pan, et alj, Kerala’s health proHle presents 
a strange combination of low mortality 
and high morbidity. Another dimension 
of health improvement in the state which 
has not received due attention is the com¬ 
paratively high cost of health care borne 
by the Keralites. Whether it be in terms 
of the share of the health sector in the 
state’s budget or per capita expenditure, 
public as well as private, on medical care, 
the cost of medical care in Kerala seems 
to be incommensurately high. 


Cost OF MtoiCAL Care 

An earlier study [Panikar and Soman. 
1989] reviewed trends in the state govern¬ 
ment expenditure in the health sector, 
which showed the share of the sector 
in total government expenditure rising 
steadily and significantly over time. 
Government expenditure on mcfdical and 
public health as a proportion of total 
government expenditure increased from 
12.65 per cent in 1957-58 to 16.49 per cent 
in 1973-74, though it declined in the next 
four years, to pick up the rate subsequent¬ 
ly. Public expenditure on health and 
medical care maintained a growth rate of 
a little over 13 per cent a year, higher than 
the growth rate of the aggregate govern¬ 
ment expenditure and the net state dome¬ 
stic product (SDP). The available data on 
private expenditure for medical care,, 
however limited, alscf showed a similar 
trend. In spite of a wide network of the 
public sectv medical care institutions in 
the state, where medical services are sup¬ 
posed to be easily accessible and freely 
available, private ex[>enditure on medical 
care in the state, according to the results 
of the National Sample Survey (NSIS) has 
been the highest among all states or close 
to the top. 


Tmiie 1. SiAir Govlrnmi'ni Exhi-nuiiurion Hi aith v/s-i i/s .SiAit Incoml 


(fis per capita) 


Major States 

Health 

Expien- 

dilurc 

1980-81 

Net SDP 

Health 

Expen¬ 

diture 

1985-86 

Net SDP 

Health 

Expen- 

dilure 

1986-87 

Net SDP 

Health 

Expen¬ 

diture 

1987-88 

Nei SDP 

Health 
Expen- 
dll urc 
1988-89 

Net SDP 

Health 
t \pen- 
diiurc 
1989-90 

Net SDP 

Punjab 

32 

2620 

49 

4536 

68 

4954 

77 

5477 

85 

NA 

114 

NA 

Rajasthan 

33 

1224 

28 

1993 

77 

2193 

95 

2326 

101 

NA 

104 

NA 

Kerala 

32 

1385 

46 

2140 

65 

NA 

70 

NA 

77 

NA 

98 

NA 

Gujarat 

26 

l%8 

32 

2955 

70 

3515 

79 

3636 

72 

NA 

84 

NA 

Maharashtra 

27 

2244 

69 

3502 

75 

3777 

75 

4490 

81) 

NA 

83 

NA 

Ikmil Nadu 

23 

1324 

52 

2432 

55 

2656 

65 

2980 

67 

NA 

82 

NA 

Haryana 

31 

2351 

39 

3748 

62 

3925 

72 

NA 

73 

NA 

79 

NA 

Ass^ 

22 

1003 

32 

2159 

44 

2317 

71 

23.35 

IS 

NA 

70 

NA 

West Bengal 

26 

1643 

35 

2712 

46 

2864 

51 

3193 

58 

NA 

69 

NA 

Karnataka 

19 

1454 

36 

2264 

56 

2636 

61 

2802 

M 

NA 

68 

NA 

Orissa 

22 

1181 

26 

1973 

46 

2036 

52 

1983 

56 

NA 

65 

NA 

Andhra Pradesh 

23 

I3S8 

32 

2205 

49 

2333 

60 

NA 

63 

NA 

65 

NA 

Madhya Pradesh 

23 

tl83 

26 

1974 

51 

2036 

63 

2404 

74 

NA 

63 

NA 

Uttar Pradesh 

K 

1272 

26 

2003 

36 

2146 

41 

NA 

49 

NA 

53 

NA 

Bihar 

14 

943 

19 

1643 

34 

1802 

32 

1904 

35 

NA 

38 

NA 

Other Sutes 













Jammu and 













Kashmir 

84 

1455 

170 

2270 

185 

2344 

194 

NA 

216 

NA 

238 

NA 

Himachal 













Pradesh, etc 

84 

1530 

77 

2636 

156 

2903 

202 

NA 

227 

NA 

212 

NA 

All States 

24 


37 


56 


64 


69 





Note-. Expenditure on health includes medical, family planning, public health, sanitation and water supply 

Souirer.Expenditure data from: Centre for Monitoring Indian Economy, Basic Statistics Relating to the Indian tconomy, 1991, Vol 2, Stales, 
Thble 14.16; Per capita Net State Domestic Produci; Central Statistical Organisation, Estimate of State Domestic Product, 1970 V to 
1987-83, Table 3; Per capita Net State Domestic Produci at Current Prices, 1970-71 to 1987-88, p 7, Ministry of Planning, Government 
of India. 
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According to available data, per capiu 
state govemnient expenditure'on health in 
Kerala was among the highest in 15 major 
sutes in India during the 80s. Thus, in 
1980-81, the level of government expen¬ 
diture on health care in the state came to 
Rs 32 per capita which rose to Rs 96 in 
1989-90, in both' the years the second 
highest among this group of states. Dur¬ 
ing all these years, either Punjab or 
Rajasthan was on top in per capita 
medical care expenditure. Punjab, with the 
highest per capita SDP and comparatively 
favourable impact on its health status, 
maintaining a lead in per capita govern¬ 
ment expenditure on health cate is under¬ 
standable; on the contrary, Rajasthan’s 
higher per capita health care expenditure 
with its low record in both the economic 
and health fields, is a paradox. Be that as 
it may, Kerala's ca.se is unique in that 
despite a comparatively low income per 
capita, the state govcinmcni has earmark¬ 
ed a respectable share of its total expen¬ 
diture, around It) per cent, over the last 
two decades, as reflected in the rising per 
capita expenditure on bcali h and medical 
care programme. J 

Comprehensive infoimation on private 
expenditure on medical care is not availa¬ 
ble even in the des'eloped countries. In 
India, the National Sample Survey 
Oiganisatiori (NSSO) has been conducting 
regular household consumer expenditure 
surveys, however, the data on expenditure 
for medical care has not been included in 
the published results of ihc recent survey 
rounds. In private medical expenditure per 
capita in 1957-58 and l%I-62, two years 
for which comparable figures are availa¬ 
ble, Kerala was ahead of the other states 
During 1977-78, private medical expen¬ 
diture came to Rs 3.23 and Rs 3.58 pei 
capita per month in rural and urban 
households respectively. Presumably, 
private expenditure in Kerala remained the 
highest or near that rank this year also. 

Recently, the Kerala Sa.stia Sahitya 
Parishat (KSSP) conducted an in-depih 
study on people's health and medical care 
system in rural Kerala The study was 
based on the results of a comprehensive 
health and socio-economic survey, includ¬ 
ing the cost of medical care. According to 
the results of the survey, per capita cost 
of medical treatment during the reference 
period of two weeks for those affected by 
some morbidity came to Rs 16.6 ranging 
from Rs 8.8 to Rs 38.1 foi the four socio¬ 
economic groups. For the rural popula¬ 
tion in Kerala as a whole, the average per 
capita expenditure on medical treatment 
per year is estimated at Rs 178.3 in 1987. 
As against a reported per capita income 
of Rs 2,486, this worked out to a little over 
^ 7 per cent. 


Causes of High Cost 

A wider network of medical care in¬ 
stitutions has been built up in the public 
sector in Kerala over the years. The inter¬ 
regional disparities in the build-up of 
government allopathic medical care insti¬ 
tutions. between Tbavancore-Cochin on 
the one hand and Malabar on the other, 
at the time of the formation of Kerala 
have been substantially reduced since 
then. In the mid-70s, medical care institu¬ 
tions of the allopathic system in the public 
sector came to 857. In terms of the 
coverage of government allopathic institu¬ 
tions, bed-population ratio; doctor-popu¬ 
lation ratio and other conventional norms, 
Kerala had forged ahead of other states. 
According to official sources, by 1991 the 
number of allopathic medical care institu¬ 
tions in the government sector had reach¬ 
ed 1,226, an increase of 27 per cent com¬ 
pared to the level 10 years earlier. Be it 
noted that the list included besides 
hospitals, other institutions such as 
primary health centres, community health 
centres, etc. By 1991, the total number of 
beds in these institutions added up to 
38,726, raising the bed-population ratio 
to 133 from 127 per 1 lakh population in 
a decade ago. Medical care institutions 
under other systems of medicine such as 
ayurveda and homeopathy in the public 
sector have also been expanding over the 
years. The exponential growth of medical 
care facilities, especially of the allopathic 
system, under the public sector is evidently 
a factor accounting for the comparatively 
high per capita cost of government health 
and medical care in Kerala. 

The expansion of allopathic medical 
care institutions in'the public sector has 
been exceeded by that in the private seaor, 
according to the results of a recent KSSP 
study. As of 1989 the pumber of institu¬ 
tions of modern m^icine under the 
government and private sector came to 
1,370 and 3,548 respectively; the corres¬ 
ponding number of doctors were respec¬ 
tively 4,804 and 7,637. Similar differences 
were also observed in the number of beds 
and size of para-medical staff. A more 
significant finding of the study is the 
preference of the majority suffering from 
some illness for the private medical care 
services, as reflected in the higher utilisa¬ 
tion rate of private institutional facilities. 
Further, even among the lowest socio¬ 
economic class of households, recourse to 
private medical care is greater than to 
government medical services by 10 per¬ 
centage points. The number of institutions 
under Ayurveda and homeopathy in the 
private sector also exceeded those in the 
public sector. Needless to say, the private 
sector functions under a system of fee for 
services, for profit, while the general ser¬ 


vices in the government medical care insti¬ 
tutions are presumed to be free, although 
persons availing of the latter have to incur 
out-of-pocket expenses by way of pur¬ 
chase of medicine, charges for diagnostic 
services, even consultatibiTiw to the con¬ 
cerned doctors, and other incidental ex¬ 
penses. Recourse to medical care in private 
institutions by a large proportion of the 
population seems to be a major factor 
raising private medical expenditure among 
Kerala households. 

Evidently, the spread of literacy and 
education has raised the level of health 
consciousness among the masses and 
stimulated prompt response to any morbi¬ 
dity episode, however minor. The social 
reform movement and leftist political 


I ABi t 2 Ac.i Structure of Population in 
Sr I ECTEo Countries 

(Per CenO 



0-14 

Years 

(1) 

15-64 

Years 

(1989) 

(2) 

65 and 
Above 

(3) 

Low income 




economies 

-15.5 

600 

4.5 

China and India 

31.4 

63.3 

5.3 

Other low-income 

43.3 

53.6 

3 1 

Kerala’ 

29.2 

65.0 

5.8 

India 

37 1 

58.6 

4.3 

China 

27.2 

66.9 

5.9 

Mozambique 

440 

52.9 

3.1 

Ethiopia 

466 

50.6 

2.8 

Tanzania 

467 

50.3 

3.0 

Somalia 

45 9 

51.2 

2.9 

Bangladc.sh 

446 

52.7 

2.7 

Nepal 

43.0 

54 9 

2.1 

Pakistan 

45.3 

52.2 

2.5 

Sri Lanka 

32.5 

62.3 

5.2 

Indonesia 

.36 8 

59 3 

39 

Middle and hinh- 




mcome 1 DCS 




Philippines 

40 1 

56 4 

3.5 

Thailand 

33 4 

61.9 

4.7 

Malaysia 

3T.8 

58.2 

4.0 

Iraq 

466 

50 7 

2.7 

Saudi Arabia 

45 1 

51 8 

3.1 

Kuwaii 

36 1 

62 9 

2.2 

Untied Arab 




Emirates 

30 9 

67 4 

1.7 

High income 




economies 

20.5 

66 8 

12.7 

OECD mcmbci.s 

19.7 

67.1 

13.2 

UK 

19.0 

65.5 

15.5 

Netherlands 

17 8 

69.2 

13.0 

France 

20.3 

66.1 

13.6 

Cicrmany 

IS.I 

69.5 

IS.4 

Canada 

21.1 

67.9 

11.0 

United Stales 

21.6 

66.1 

12.3 

Japan 

19.0 

69.3 

II.7 


Sou/re: Columns (I) and (2) from MbrW 
Development Report 1991, WAirld 
Bank. Ikble 26, pp 2S4-SS. 

* P N Mari Bhat and S Irudaya Rajan, 
‘Population Projections for Kerala, 
1981-2026’, Centre for Oevdopment Studies, 
1988. 
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oiganisatioiu have awakened the right ot 
access to the public medical care facilities, 
especially among the lower socio-econo¬ 
mic classes. All these together led to the 
steady expansion of medical care facilities 
under the public sector and a significant 
increase in their utili.sation rate. 

There is another factor, the medical cost 
implications of which have not received 
due attention, viz, the demographic tran¬ 
sition in Kerala. Our hypothesis is that the 
increase in life expectancy and the propor¬ 
tion of the aged population is an impor¬ 
tant explanatory variable underlying the 
recent trends in per capita medical care 
cost in Kerala. Reflecting the fall in fer¬ 
tility and mortality rates, the age composi¬ 
tion of the population in Kerala changes, 
the proportion of the population belong¬ 
ing to the younger age group is reduced 
and vice versa with that in the older age 
groups. As mentioned earlier, average life 
expectancy in Kerala is significantly higher 
than the average for India and other low- 
income countries. The proportion of 
Kerala's population in the age group 65 
years and above foi 1991 is estimated to 
be 5.8 per cent; for India, according to 
World Bank’s estimate; the proportion 
worked out to 4.3 per cent, as of 1989 The 
projections of populations for the broad 
age groups in Kerala and a few selected 
developing and dcveloticd countries are 
given in lkb[c 2. 

It may be noted that the proportion of 
the aged, 65 years and above, in Kerala is 
significanlly highei than that for low- 
income countries, except China, and mid¬ 
dle income developing countries of Asia 
like the Philippines, Thailand, Indonesia, 
not to speak of the high-income less 
developed countries of west Asia such as 
Iraq, Kuwait, United Arab Emirates and 
Saudi Arabia. True, the proportion of the 
63 years and above in Kerala is less than 
one-half of that in the high-income 
developed countries of western Europe 
and north America; but. the demographic 
transition in this state is comparatively 
young. Nevertheless, in terms of improve¬ 
ment in life expectancy and increases in 
the proportion of the aged, the change 
here is deasive What aie its implications? 

A priori, the aged are more prone to ill¬ 
ness and chronic illness at that, the in¬ 
cidence and prevalence rales of chronic 
diseases among the aged are apt to be 
higher. 

Chronic diseases involve higher cost of 
treatment, partly because they call for 
hospitalisation of varying length. Even 
With domiciliary care, their treatment is 
more costly (lecausc Ixith the set vices of 
the specialists and medicines required are 
far more expensive. “The fastest growing 
age group is the 65-and-older category, 
'yhose per capita expenditure on health 


care are four times that of the adults 19 
to 64. In addition, many innovations in 
medical technology are extremely expen¬ 
sive and increase the demand for medical 
care in a multiplicative fashion. Although 
the development of antibiotics and other 
drugs has been cost-effective in saving 
lives, new developments in medical tech¬ 
nology, such as chemotherapy and organ 
transplantation, require expensive equip¬ 
ment and skilled personnel; by prolonging 
life instead of curing illness, such tech¬ 
nology can be radically cosi-incrcasing" 
(Stevan R Eastaughj. According to 
another recent study, “when technology 
use IS considered by age groups, the elder¬ 
ly are found to use relatively more health 
care technology and thus contribute more 
to costs. A number ol analyses have focus¬ 
ed on the 'high cost of dying'. In a review 
of the studies, Ann A Scitovsky found 
that medical care costs at the end of life 
are indeed highr’ l-rom the foregoing it 
would appeal that in the high-income in¬ 
dustrialised countiies, demographic tran¬ 
sition has been accompanied by substan¬ 
tial increase in the proportion of the aged 
population in the incidence of chronic 
diseases which in turn contributed to the 
sleep escalation ol medical tare cost In 
Kerala wc have .seen the impact ol the 


ON the night ol Apiil 16, two mcmbeis 
of a wedding party died of bullet wounds 
near the Saktola bridge oh the Mangaldoi- 
Sipajhar road, about 10 kms from the 
Mangaldoi town, the administratii'e head¬ 
quarters of Darrange district in Assam. 
One of the two was Dr Jayani .Saikia, a 
vetennary surgeon and the other was Sona 
Rai, a fourth year veterinary science stu¬ 
dent. On the following evening an army 
spokesman at Guwahati claimed that the 
two were caught in a crossfire between a 
jeepload of suspected ULFA militants and 
an army patrol. 

According to the army version, the car 
carrying the wedding party which had 
been checked and cksu^ by a mobile army 
pafiol at the Saktola bridge checkpost was 
subsequently overtaken by a jeep which 
sped past the chcckpost without stopping 
The mobile army patrol chased the jeep 
and then followed an exchange of flre: The 


demographic transition in a moderate in¬ 
crease in the proportion of the aged 
population. 

The above hypothesis is tentative, and 
its empirical vcrirication is constrained at 
present by want of data on age-specific 
morbidity and medical care costs. Tliough 
at present this phenomenon is confined 
to Kerala, it is bound to surface in the rest 
of the country by stages in due course. 
The provision of medical care to cope up 
with the emerging morbidity pattern for 
a country ol its population si/e and its 
financial implication are major challenge 
to the government 
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tar cairyiiig the wedding pans, wtucli was 
sandwiched in bciwtei! was iiapix’d m the 
crossfire as the siispe ltd iinl'ianis in the 
jeep opened lirt hinmg die wcdtling party. 

It IS not dillktiil ui see through the 
army version Vk ht did not the mobile 
patrol stopiH il ilic ..inl letp once it had 
sped past lln. < m . (■ post without slopping 
there'’ Win t, iiid suspected militants 
who as per tin .a mv s version had gained 
an advantage ol d•,sIallCc and were ob¬ 
viously less 'll strengib and lire power take 
the snindai step ol <)[x-ning fire at an army 
oiie-tonnc tallying numerically larger 
strength .ind better fire power. Thirdly, 
how could somebody from a speeding 
jeep oi>cn lire at an army orie-tonner and 
that too when there was a car in between. 
And fourthly there was nothing that pre¬ 
vented the army patrol from apprehending 
the jeep. They could have easily asked the 
car driver to give way to their one-lonner 


Army in Assam: Pushing India 
Towards Disintegration 

KC 

It is time Ihiil ific powers that be realise that aimy action can 
never solve the .'.o-eallecl IJLIA ‘problem'. By their tcrroi taelies 
armymen arc leading the country not away tioni hot towards 
disintegration 
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uid then could have tried to overtake the 
jeep. But for the armymen who are now 
in a mad rage of revenge ever since an 
army truck was blown up killing six jawans 
on April 11 at Sonkuria village in Nalbari 
district, wiser counsel hardly matters. For 
them every ‘Asamia’ (read Assamese) is 
now a militant conspiring to disintegrate 
‘their’ mother India and ‘they’ have to 
stop it, come what may. So, immediately 
after noticing the speeding jeep, the army 
one-tonner turned back and the army per- 
soimel opened fire immediately without 
warning. The jeep was clearly out of their 
range and so the gunshots hit the car thus 
turning a marriage party into a mourning 
party. This is also borne out by tlie 
message which the Mangaldri police sta¬ 
tion sent to the authorities of the Ciuwahati 
veterinary college stating that one of their 
students, Sona Rai had lieen shot dead by 
the army. 

This is another incident like numerous 
others of indiscriminate arrests, roughing 
up, torture, killings and rape.s, not to 
speak of the raids arid searches in the dead 
of night perpetrated by the atmymen in 
Assam. On the day this incident happen¬ 
ed, a youth, Paresh Barman, one among 
the large number of persons rounded up 
by the army from diflerent parts of 
Nalbari district died of torture. Manav 
Adhikar Sangrarn Samita (MASS), an in¬ 
dependent organisation of people uphold- 
iitg dvil liberties and democratic order has 
compiled a comprehensive 65-page report 
enlisting the cases of army atrocities till 
December 1991, incKiding 13 cases of 
death in army camps, seven cases of rape, 
as many as 120 cases of brutal torture, 1.39 
cases of illegal detention and 63 cases of 
indiscriminate army raids in the villages, 
unlawful public beatings and torture. 

This writer who belongs to an unum- 
formed security organisation t>f the 
government of India himself came face lo 
face with the brute might of the Indian 
army recently. On the night of April 4, at 
Dibrugarh, while returning from the 
neighbour’s house aftei dinner, a section 
of armymen, all heavily drunk and in 
plainclothes, but carrying their SLRs and 
slenguns nevertheless suddenly apiscarcd 
from a lonely, dark corner roughed me up, 
abused and threatened me with dire con¬ 
sequences for the ‘crime’ of being on the 
streets at 10.30 pm. All my protestations 
of being an officer from a security oigani- 
sation of the government of India failed 
to deter the JCO heading the rabble. Only 
after I switched over from bngh.sh to 
Oelhi-Haryanavi Hindi that he realised 
that I was a non-Assamese and hence an 
’innocent', if this be the plight of someone 
employed with one of the government of 
India’s security organisations the plight of 
ordinary Assamese folk can well be 
imaging. 

It is high time that the powers that be 


il82 


realise that amor action can never solve 
the so-<»lled ULB^ ‘problem.’ By their 
terror tectics and repressive acu the army- 
men are leading the country not away 
from but towards disintegration as each 


IT has been a turbulent year for the 
Karnataka Rajya Raita Sangha (KRRS), 
the state’s most powerful farm lobby. 
It has had to contend with a number 
of conflicting and controversial issues. In 
March last the KRRS which had shunned 
any dialogue with the state government 
(irrespective of the political party in 
power) finally decided to accept the olive 
branch extended by the chief minister 
Bangarappa. March 22 was the eventful 
day, when an accord was reached. The 
KRRS which was planning a sute-wide 
agitation, decided to put it off giving the 
Bangarappa ministry a chance to redress 
the grievances of the fanners. Though the 
concessions announced by the state 
government were favourable lo the 
farmers, the KRRS was not satisfied and 
M D Nanjunda Swamy, the working presi¬ 
dent of the sangha proclaimed that they 
would continue to fight until the farmers 
were given a better deal. 

Meanwhile, with the onset of elections 
the KRRS camp was a beehive of activity 
and preparations were underway to field 
candidates from seven constituencies. 
Mandya. Shimoga and Bclgaum were con¬ 
siderable promising as these were the 
strongholds of the organisation. The 
postponement of elections put considerable 
strain on the financial resources of the 
KRRS. Meanwhile, the farmers, even 
those from some parts of Mandya district, 
were opposed to the KRRS’s participation 
in the elections. The general opinion was 
that the KRRS should first consolidate its 
position at the state level, recover its Ibst 
ground and thus strengthen its base The 
money being spent on the eicaions could 
very well be utilised for this purpose Con¬ 
testing parliamentary elections was con¬ 
sidered too ambitious for the KRRS at 
this level. 

Whether it was due to this general 
opinion or as a result of the sympathy 
wave and the temple issue the KRRS’s per¬ 
formance in the elections was not too en¬ 
couraging. Although the KRRS can¬ 
didates have stood third and fourth in all 
constituencies—except in Belgaum where 
they came second—the number of votes 


and every atrocity is bound to further 
alienate the already alienated people from 
the national stream and geographical 
disintegration is bound to follow as a 
logical culmination. 


polled were low. Only in Belgaum did the 
KRRS candidate perform well, losing nar¬ 
rowly to the Congtess(I) rival. Certainly 
the KRRS.will have to review its decision 
on electoral politics. 

While the KRRS was still grappling 
with its discouraging electoral perfor¬ 
mance, it had to face the loss of H S 
Rudrappa, the founder president, and the 
doyen of the farmers’ movement in 
Karnataka. Rudrappa was a freedom 
fighter as well as a staunch Gandhian. 
After independence he held various 
offices at the state level and also served 
as the speaker of the house from 1955 to 
1957. Disillusioned with politics he turned 
towards socio-economic issues of the 
farmers and worked with single-minded 
devotion for the welfare of the farmers. 
The farmers’ movement which was initial¬ 
ly organised by Rudrappa against the 
exploitation of the sugarcane farmers in 
Shimoga in the late !970s, soon spread to 
other parts of the state and thus evolved 
into the Karnataka Rajya Raita Sangha. 
Rudrappa remained unchallenged as the 
president ol the KRRS till his demise at 
the age of 90, 

Rudrappa’s personality come through 
as idealistic, honest with a somewhat 
homespun vision of social reality. School¬ 
ed in the Gandhian tradition, he did not 
explicitly accommodate the dimension of 
class conflict. Yet no one could accuse him 
ot favouring exploitation of any kind. 
Being out of office for years had done 
nothing to blunt his perception or his 
commitment to soaal justice. It is now left 
to the younger tno,,N D Sundarsh, M D 
Nanjunda Swamy and Baba Gouda Patil 
(the latter two are MLAs) to carry on the 
legacy of Rudrappa. 

The union budget with its radical pro¬ 
posals, specially the decision to remove the 
subsidy on the fertilisers rocked the 
farming community all over the country. 
The KRRS led the protest march in 
Karnataka. In Shimoga members of the 
KRRS stalled the move by the state 
marketing federation to sell fertilisers pro¬ 
cured before the union budget, at enhanc¬ 
ed prices. On August 8, thousands of 


Farmers^ Movement in Karnataka 

Kripa A P 

Although the farmer’s movement in Karnataka has been 
consistently active in the state, it did not succeed in projecting 
itself as a political force in the last elections. 
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farmers in different parts of (he state 
courted arrest when they tried to seize 
fertiliser godowns and staged ‘rasta and 
rail roko’ agitations to protest against the 
hike in fertiliser prices. On August 10, in 
Hubli, Raichur, Bidar, Shimoga and 
Mandya, district units of the KRRS laid 
siege to fertiliser godowns in order to find 
out the exact quantity of stocked fertilisers 
and to ensure that such stocks were sold 
at pre-budget prices. 

The agitation which was generally 
peaceful also witnessed the rare sight of 
the district authorities and the farmers 
together unearthing the hoarded stocks 
and persuading private dealers to sell them 
at the old rates. The centre’s decision to 
adopt a dual pricing policy of fertilisers 
met with severe criticism from the KRRS. 
According to Nanjuda Swamy the farmers 
would readily accept the decision to 
remove the subsidy on fertilisers provid¬ 
ed certain conditions were fulfilled. These 
were—introduction of a uniform price 
(for fertilisers), calculation of the cost of 
industrial products and agricultural pro¬ 
duce with a common consumer index and 
a common costing methdology. He 
as.serted that the fanners were willing to 
pay wealth and income tax provided the 
price of their produce was calculated 
scientifically. 

The opposition to dual pricing policy 
of fertilisers was only to be expected as 
the KRRS by and large is dominated by 
the rich progressive farmers from the 
irrigated tract of Mandya and Shimoga 
districts. Considerable pressure seems to 
have been pul on the state government by 
this strong farm lobby The subsequent 
appeal by the state government to the 
centre to reconsider this proposal on the 
plea of weakness of the administrative 
machinery to implement it is evidence of 
this. 

Since, the issue of fertili.ser was of 
national consequence, the KRRS decid¬ 
ed to join hands with the Bharatiya Kisari 
Union led by Mahendra Singh Tikait and 
tight on a national platform The ’Delhi 
( halo’ rally on October 2, 1991 at Boat 
flub turned out to be a rather low-key 
affair. The farmers who had arrived from 
about 14 states courted arrest serving a 
10-day ultimatum to the government to 
restore the subsidy on fertilisers and pro¬ 
vide compensatory prices for their pro¬ 
duce. 'I'he KRRS participation was pretty 
strong with about 4,000 members of the 
district units participating in the rally. 

However, Tikait’s ultimatum to the 
centre that the farmers all over the coun¬ 
try would resort to violence if the cut in 
subsidy of fertiliser was not restored was 
strongly objected to by the KRRS. The 
slightly violent strategies of the rustic 
UKU leader Tikait were at variance with 
those of the urbane leaders of the KRRS 
who believe in moderation. Thus, the 


sangha immediately dissociated itself 
from Tikait’s ultimatum to the centre. In 
protest against the unilateral ultimatum 
by Tikait, KRRS leader Baba Gouda Patil 
rejected the offer to nominate him as the 
joint committee’s all-India vice-president. 

Amidst all this, the Cauvery water 
dispute continues to be a matter of deep 
concern for the KRRS. It is to be recalled 
here that the KRRS had taken up the 
Cauvery issue as early as 1990 and had in 
fact convened a number of public 
meetings, in order to create general 
awareness about it. The Cauvery tnbunal’s 
directive to relea.se 205 TMC ft of Cauvery 
water to Tamil Nadu and the restriction 
on the expansion of the irrigated area in 
the river basin was strongly resented and 
condemned by the Karnataka Rajya Raita 
Sangha. The state governments handling 
of the Cauvery issue came under severe 
criticism Fresh petitions challenging the 
validity ol the provisions of Inter-state 
Watei Dispute Act were filed by the KRRS 
on behalf of the farmers of the state. 
Some semblance of control was achieved 
following the state government’s or¬ 
dinance to protect the irrigation projects 
in the Cauvery basin and the subsequent 
intervention by the centre which referred 
the matter to the Supreme Court. 

However, with the Supreme Court 
ruling the state’s Cauvery ordinance as un¬ 
constitutional and upholding the interim 
order of the Cauvery tribunal anxiety 
started mounting again. An all-party 
meeting was convened by the chief 
minister in which the SC opinion was 
regretted and the decision to explore the 
possibility of approaching the full bench 
of the SC was taken The state also urged 
the PM not to gazette the tribunal order. 

KRRS expressed deep shock over the 
upholding of the interim order. It also 
called for the scrapping of the Cauvery 
Water Disputes Tfibunal and reiterated its 
stand on resolving the vexed dispute 
through negotiations. A ‘jatha’ of all 
farmers belonging to the Cauvery basin 
was also planned. Supporting the resolu¬ 
tion adopted by both the houses to appeal 
to the prime minister not to gazette the 
tribunal order, Nanjunda Swamy said that 
courts, judges and tribunals would not 
settle water disputes and that it could be 
solved only through negotiations. 
However, all hell broke loose following the 
notification of the interim order of the 
Cauvery Water Disputes Tribunal in the 
gazette. Karnataka rocked with violent 
protests especially in Mandya and Mysore 
districts. Mandya in particular has been 
strongly affected with the angry protestors 
resorting to violence. 

It IS noteworthy that the K RRS’s handl¬ 
ing of the Cauvery issue has been ex 
emplary. The protest rallies organised by 
the KRRS all over the state have been par¬ 
ticularly free of any violent incidents 


Several public meetings were organised by 
the KRRS in order to educate the people 
regarding this matter. The K RRS also cal¬ 
led for the resignation of ail state MPs and 
MLAs with the Raita Sangha’s president 
Nanjunda Swamy leading the way by 
tendering his resignation as MLA over the 
Cauvery issue. The KRRS office-bearers 
have demanded that the representatives of 
farmers from both Karnataka and Tamil 
Nadu should be involved when the two 
states hold talks to resolve the issue. 

Meanwhile, the International Film 
Festival organised at Bangalore was not 
spared the wrath of the farmers. 
Thousands ol farmers picketed the 
theatres and courted arrest in protest 
against the wasteful expenditure by the 
state government while the farmers of the 
state were given such a raw deal. The 
KRRS has also kept abreast of other 
issues despite its preoccupation with the 
Cauvery issue. A national .seminar on 
’GATT proposals’ was organised by the 
KRRS, III which representatives from 
farmers' organisation from different states 
of India and different districts of 
Karnataka participated Unanimously 
rejecting the 'Dunkei proposals’ the 
representatives ol the farming community 
urged the government not lo bow to 
pressure from IMF and World Bank as 
they threatened the interests of the 
farming community in India 

Disillusioned with the state government 
the KRRS launched ‘l.augh out the 
government’ agnation on March 23, 199i 
exactly a ycai after their first talks with 
the Congress! 1) goveinmciii. Thousands 
of farmers from across the state laid siege 
to the Vidhana Soudha as part of their 
unique agitation. Ciiticising the govern¬ 
ment for allegedly favouring the liquor, 
granite and various other lobbies Nanjuda 
Swamy called upon the farmers to 
dislodge such a ‘corrupt’ government 
Though the Cauvery issue continues to 
be a matter of concern for the KRRS it 
has also placed them in a novel situation. 
For the KRRS, whiUi had clways remain¬ 
ed apart as a siioiig (ann lobby, to be 
receiving such state wide supjwrt from all 
section ol populatioii on the Cauvery 
issue IS indeed somewhat unique An im¬ 
portant point worth speculating upon is 
whether this will push the KRRS further 
into the vortex ol electoral politics. While 
electoral [ur lieipation will keep the 
orgamsaiioii in the public eye, it has the 
potential lo dilute the more fundamental 
conceiiis of the KRRS. Add to this there 
IS the feeling, remarked upon earlier, 
among larmers that electoral participation 
IS ioo ambitious a venture for the KRRS. 
Could It be that having initially mobili.scd 
larmers on what may be loosely described 
as an anti-state platform, the oiganisation 
now finds itself in a quandary Clearly ^ 
KRRS has important quesi ions to tackle/ 
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‘Off with Their Heads’ 

Suppression of EHssent in Tamil Nadu 

V C«‘«-lha 
S V Rajadurai 

It is becoming increasingly clear that the Thmil Nadu government 
will not tolerate criticism or permit an objective discussion of 
events and issues. The government’s ability to suppress criticism 
and dissent derives partly from a largely apathetic public. It is as 
if vast sections of the populace have retreated beneath the glare of 
a .security-sensitive political culture. 


IT is somewhai ironital that the press, at 
least the ‘mainstreain’ press in Tamil Nadu, 
should suddenly discover a threat to its free 
existence in the slate. For, not too long ago, 
enthusia.stic scribes were vying with each 
other to sing paeans to chief minister 
Jayalalitha, to the 100 ‘golden days' of 
AIADMK rule in the state And this 
vanguard enthusiasm was exhibited at a time 
when fundamental rights to freedom of ex¬ 
pression and association were being violated 
on an everyday basis by the guardians of law 
and order. 

The press’s altitude towards Jayalalitha 
has been paternalistic but respectful. In a 
sense the mainstream press has managed to 
constitute Jayalalitha as a wide-eyed, 
somewhat untutored, but basically sound 
leader who must, nevertheless, and in the 
best traditions of benevolent patriarchy, be 
‘allowed’ her way. She has responded as if 
on cue but with such vei ve and an indomita¬ 
ble will to power that the press has been left 
gaping, a little less paternalistic and a lot 
more uneasy. Sections of the Tamil press 
have fared better. Having sieadfastly refus¬ 
ed to be indulgent, they arc now in the thick 
of a Fight. 

Perhaps for fear of being dubbed ‘anti- 
na‘ional’ and ‘secessionist—accusations that 
manage to sound menacing and grave even 
when material circumstances that are sup¬ 
posed to underpin these accusations arc 
insubstantial and do not even exist—the 
mainstream press in Thmil Nadu has consti¬ 
tuted its own code of ethics anything that 
the AIADMK government and its Congress 
ally pronounce to be ‘anti-national’ is taken 
as gospel truth while criticisms, notes of dis¬ 
sent, murmurs of protest are conveniently 
lumped, or in a manner reminiscent of the 
circular verbal logic that prevails in the 
Theatre of the Absurd, termed ‘anti-national' 

But then the political atmosphere in Ihmil 
Nadu docs remind one of situations and se¬ 
quences associated with the Theatre of the 
Absurd but without its underlying sense of 
angst that prevents it from slipping into 
banality. Here, farce exceeds itself to produce 
mass hypnosis among the citirenry and un¬ 
bridled sycophancy and paranoiacal delu¬ 
sions among the rulers It is becoming in¬ 
creasingly clear that the famil Nadu govern¬ 


ment and the ruling party will not tolerate 
criticism or permit an objective discussion 
of events and issues. Meetings organised by 
opposition left parties and groups to pro¬ 
test price rise, bus fare hike, meetings 
organised by Tamil cultural groups on the 
Tamil crisis in Sri Lanka, rallies that seek 
to explain to the masses the meaning and 
necessity of federalism have all been ban¬ 
ned over the past few months and in some 
instances speakers at these meetings have 
been told what they may and may not speak. 
‘Members of a radical left group who had 
put up posters that referred to Jayalalitha 
as ‘brahmmical’ in her politics have been ar¬ 
rested under TADA on the grounds that they 
are attempting to fan communal haired. The 
PUCL report on the Mahamakam tragedy 
was routinely ignored by the government but 
soon after the report was released, Jaya- 
lalitha quickly sought to absolve herself of 
any blame that might attach itself to her. In 
a statement reeking of moral ire she warned 
that those who accuse her of having caused 
those deaths at the Mahamakam festival 
would be duly punished by almighty god. 

The government’s determination to sup¬ 
press criticism and dissent derives partly 
from a largely apathetic public It is as if vast 
sections of the populace have retreated 
beneath the glare of a security-sensitive 
political culture. Power appears ominous in 
Thmil Nadu as it flurries by in a veritable 
convoy of cars ably guarded by the Rambo- 
like ‘Black Cats’ or glowers at you from the 
himalayan heights of garishly coloured cut¬ 
outs and hysterically loud posters. Also, in 
Thmil Nadu one may not talk of the govern¬ 
ment or the chief minister without lapsing 
into fulsome lyrical praise Consider, for 
instatKe Madras Doordarshan’s summary of 
assembly proceedings telecast every evening 
while the as.sembly was in session: details of 
motions and debates arc couched in literary 
rhetoric and often preceded by a poetic 
prelude that sets the ‘tone’ for the rest of the 
narrative. The newscaster attempts to create 
a verbal aura around the person of Jaya¬ 
lalitha and her ministerial colleagues, the 
‘enchantment’ that pervades her dispersing 
itself gently around the persons of her 
cabinet as well. 

The report of the budget session is a case 


in point. Nothing of gains, losses, invest¬ 
ment, deficit here. Instead the newKasier | 
dwelt long and lovingly on the fact that 
henceforth, in view of the special concern 
the chief minister has towards women, the 
price of 'kajal' and ‘kumkum* would be 
reduced! Or consider the instance of the 
popular violinist who was gifted with a 
golden violin by Jayalalitha and who, in 
gratitude or anticipation (one is not sure 
which) named a ‘raga’ after her and apost- 
rophed her as Goddess Ashtalakshmi. Note 
also how Tamil Filmdom has ‘humbly’ re¬ 
quested that June 25, the ‘sacred’ day on 
which Jayalalitha assumed office be con¬ 
secrated as ‘Jaya Jayanihi’. The sycophancy 
of AIADMK ministers and party members 
IS now a regular political ritual that is taken 
for granted by media and public. The tat¬ 
tooing of Jayalalitha’s image on one’s 
forearm, as was done by several admiring 
women including a ministerial colleague on 
the occasion of her 44th birthday, offering 
special pujas in her name, and other such 
acts redolent ol awe and devotion are rarely 
seen for what they are. new and dangerous 
means and ways to describe closed circles of 
power, constructed on the basis of a power 
sharing arrangement that requires complete 
subjection from the lesser of its constituents 
The press has sounded a cautionary note, 
but no more A well-considcrcd Tamil daily 
noted without the least trace of irony how 
a Congressman had lyriciscd at great length 
on the chief minister’s auspicious counten¬ 
ance that can cause the heavens to rain and 
even break the spell of our periodic and 
endemic droughts On an earlier occasion 
when Jayalalit ha received a honorary doc¬ 
torate from the University of Madras, a 
reputed bngtish daily. The Hindu gushed 
that the ceremony where she was granted the 
doctorate was "unique in every respect", 
right down to the details The writer, then, 
waxed sentimental on how Jayalalitha’s 
former teachers were, oh, so proud to be 
there 

Praise and panegyric arc not nesv to Tamil 
political culture, for had not the DMK in¬ 
troduced into public life pseudo-bardic con¬ 
ventions and arcane feudal practices in their 
attempts to reconstitute piolitical space in the 
state to simulate an imagined Tamil feudal 
order? MGR inscribed this order on himself 
and became, literally, as it were, a ‘divine’ 
person, whose every gesture and act and ut¬ 
terance was fraught with significance; whose 
presence could redeem the lapses of govern¬ 
ment, ill-kept political promises, the corrup¬ 
tion of partymen and bureaucrats, the 
repression of police, etc. But what makes 
MGR’s obsession with image and his aware¬ 
ness of the power of image seem almost in¬ 
fantile at times is Jayalalitha’s well-planned 
and near-diabolical execution of a political 
drama that represents her as lofty, inviolable 
and beyond reproach, even while suggesting 
that this presence is under constant threat. 

In a recent meeting she addressed at Tirunel- 
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veil in the wake of the press imbroglio, 
Jayalalitha urged the people to ‘punish' 
those who were preaching that press freedom 
in Tamil Nadu was imperilled. A series of 
mediations that identified the members of 
the assembly with the people of Thmil Nadu 
oi| the one hand and the people with the 
‘sovereign’ person of chief minister served 
iayalalitha to legitimise her open call*to 
violence. It is clear, then, that one may not 
criticise her without being made party to an 
unnamed murderous scheme to assail her 
person and it is equally clear that violence 
against her detractors and critics is inter¬ 
preted to mean just and even inevitable. Her 
constant references to LTTF suicide squads 
in Tamil Nadu are but imprecations to her 
potential and actual critics to leave her well 
alone. 

A much shrunk and vulnerable public 
sphere in lamil Nadu is not only being, thus, 
mocked at for its aileinpts In preserve a 
semblance ol democratic debate but being 
subjected to utterly fantastic schemes meant 
to realise the wealth and welfare of the 
ciii/enry. These schemes that involve astro¬ 
nomical sums of money seem unreal, given 
the fact of the state’s poor finances and the 
absence of any significant economic growth 
over the past decade lor instance, the le- 
cent announcements regarding allocations 
for a massive propaganda/campaign towards 
a liquor-free lamil Nadu, lot ness assembly 
chambers,/‘bigger and grander than the 
Vidhan Soudha al Bangalore”, lor new flat- 
type accommodation lor MLAs make one 
marvel at the utter callousness ol a govern¬ 
ment faced with an unprecedented drought 
situation, rising unemployment and decay¬ 
ing cities and towns ^^’hal is particualrly 
disturbing is tbc refusal to admit to a crisis 
and the sanguine altitude that the govern¬ 
ment’s publicity hype will actually pay off 
The government’s cheer and enthusiasm 
about economic prospects seem csjrecially 
cynical, considering that industry’s rcsjxinse 
(with the significant exception ol one leading 
industrial group) has been lukewarm, though 
criticism has been muted. The installation 
of a centrally-aided aromaiKS plant, a 
scheme mooted and pursued wiih vigour by 
Karunaiiidhi and his governtnciii, isex|xx'ied 
to transform the stagnant economy but it re¬ 
mains to be seen what will really accrue to 
the people of Thmil Nadu, after all that 
euphoria has been expended 

If cynicism and euphoria characterise 
economic policymaking, a oclibcrate wooing 
of brahmins and other upper caste Hindus, 
even while holding out largely rhetorical 
carrots to the backward and scheduled 
castes, have come"to characterise AIADMK 
‘ideology’. Jayalalitha has successfully pro¬ 
jected herself as a devout Hindu leader who 
IS, at the .same time, not loo ashamed of the 
legacy of Periyar. Annadurai and the Dravi- 
dian movement On the one hand we have 
a proposal for an Institute of Vedic and 
Agamic studies in which 18 per cent of seats 


would be reserved for members of scheduled 
castes. On the other hand we have a temple 
renovation fund and the constitution of 
autonomous temple boards comprising of- 
tlcials and non-officials at state and district 
levels to ‘supervise’ revenue arrangements 
and administration. The first of these moves, 
the idea of the vedic institute with its reserv¬ 
ed seats, has been hailed by the Dravidar 
Kazhagam as fulfilling Periyar’s dream of 
throwing open the priesthood to all castes. 
The installation of autonomous temple 
boards and the setting up of a temple reno¬ 
vation fund have been welcomed by brah¬ 
mins and other devout citizens as efforts 
towards assuaging a confused Hindu 
‘psyche’. As a letter writer to a leading 
English daily (The Hindu, March 18) noted' 
“While Hindus are facing an identity crisis, 
the chief minister's attitude towards Hindu 
society has given them much relief and 
hope!’ 

It IS another matter that there has been 
an ever so slight breach of the compact bet¬ 
ween Jayalalitha and the Hindu (largely 
brahmin) faithful. The Kanchi Shankara- 
charya has complained that M LAs and MPs 
comprise the majority of non-official 
members in temple boards at state and 
district levels and has also objected to the 
chief minrster heading the board at the state 
level He even s uggested that t he devout con 
siitute themselves into volunteer corps to 
■pioiect’ Hindu temples. Jayalahtha’s retort 
was sharp: she not only rebuked the acharya 
for his views but observed that his pro 
nouncemenis could have the unfortunate ef- 
fet! of creating communal tension! The 
response of the faithful was interesting, they 
were clearly of the same opinion as the 
acharya but as if to assure themselves and 
the world at large that all was well in the 
Hindu family and this controversy was hut 
a family disagreement, they hastened to 
praise the chief minister’s munificence, her 
commitment to the Hindu religion 
Several letters to the editors of major lamil 
and English dailies published from Madras 
attempted to strike a conciliatory note and 
noted that, ideally, govemmenf and the com¬ 
munity of the devout ought to work together 
Similarly, though, the Hindu orthodox have 
expre.ssed their misgivings over the leaching 
of yedas and agamas to the untutored and 
the non-clect, they have not openly defied 
the move. Jayalalitha, it is clear, is being seen 
as the heaven-seni scouigc of those “godless, 
anti-brahmin Dravidians”. 

Bui Jayalalitha’s ideological coup d'etat 
must surely be the one instance where she 
has succeeded when generations of oppor¬ 
tunistic politicians have failed: for has she 
not ‘domesticated’ that arch iconoclast EVR 
Periyar by her tacit and symbolic acknow¬ 
ledgement of K Veeramani and his rights to 
a carefully articulated atheism and Oravi- 
dianism? Even the DMK’s sins of omission 
in this respect had not affected Penyar’s 
stature of his life’s work. But Jayalalitha’s 


‘domestication’ efforts have, to an extent, 
co-opted the DK leadership and dealt its 
credibility a fairly severe blow. Such a 
marginalisation of ftnyar needs to be viewed 
in the context of increasing state repression 
of ‘sub-nationalisms' and anti-caste move¬ 
ments. Not too long ago, while delivering 
the keynote address al (he inaugural session 
of the second refresher course in Defence 
and Strategic Studies on Conflict Resolution 
in International Relations organised by the 
Academic Staff College and the department 
of defence and strategic studies, University 
of Madras, and attended by some AIADMK 
ministers, a senior army officer warned of 
the dangers of ‘sub-nationalism’ which, if 
unchecked, could lead to balkanisation {The 
Hindu, March 13). That this warningchould 
be struck m F^riyar country and was allowed 
to go by, unnoted and not protested against, 
speaks volumes of the distance Thmil Nadu 
has traversed this past decade. What better 
way to render Periyar irrelevant than to 
iconise him and then, systematically, flout 
his principles’’ It is certainly not accidental 
that just at a time when Jayalalitha’s 
‘espousal’ of Periyar’s ‘truths’ are being 
grudgingly heard by an unconvinced brah¬ 
min community and rcported equally grudg¬ 
ingly bj' the brahmin press that Subramanium 
Swamy should suggest Periyar be awarded 
Bharat Ratna, a cry, subsequently taken up 
by the AIADMK and the Congres.s. Nothing 
could be more tragic for Penyat and his 
adherents, if this comes to pass; that he 
should be canonised thus by the very 
brahmin-bania state he so energetically 
critici.sed and challenged all his life. If this 
posthumous award is indeed given, il would 
be a measure of Jayalalitha’s singular 
triumph over a Dravidianism she has ac¬ 
cepted only to wilfully destroy. 

Meanwhile the opposition in Ikmil Nadu 
IS braving it oui C>reaily handicapped by a 
meagre presence in the assembly the DMK, 
lefi parties and the lone PMK and Janata 
Dal members have attempted to do thwr 
critical duty, a.s it were. But then it must be 
noted that the DMK was largely silent on 
indiscriminate arrests and curbs to freedom 
of expression and association. The left par¬ 
ties have staged walk-outs, passed resolutions 
in their rcsficctive party congresses but are 
yet to mount a sustained campaign against 
the governmeni PMK leaders, however, have 
managed to sound a consistent critical note 
and refused lo disguise either their support 
for the Tamil cause in Sri Lanka or their 
avowed non-brahminism. Also, what is 
heartening to note is that in some fringe 
quarters, at least, a serious debate on the 
significance ol the non-brahmin heritage of 
I he past decades has come to take place. 

For now, however, cars flash by in a surge 
of arrogant power and almost everyday, traf¬ 
fic comes to a standstill in those parts of the / 
city and state where the chief minister’s/ 
various appointments take her. 
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The UN’s Leaders 

Siddharth Dube 

Between 1946 and 1990 western European and north American 
nationals held 71 per cent of the executive-head posts in charge of 
UN funds and specialised agencies. In contrast, the developing 
countries combined have never had nationals in more than 38 per 
cent of the leadership posts at any time despite decisive majorities 
in the General Assembly. 


DESPITt ihe idealism with which the 
United Nations was set up to usher in 
world peace, the institution is a tough 
place, not a playground for the weak 
Power talks here. So does money Both are 
needed to corner top management posts 
111 the UN system. I title wonder then that 
men from iich, industrialised countries 
always occupy an overwhelming share ol 
these key posts at the UN sccreiaiiat and 
at the UN's specialised agencies TWo 
disparate groups lose; women and na¬ 
tionals of developing countries. 

The facts are clear-cut, though quite at 
odds with popular images about who 
staffs and manages the UN. Between 1W6 
and 1990, western European and north 
American nationals held 71 per cent of the 
executive-head posts in charge of UN 
funds and specialised agencies, notes a 
repon by Brian Urquhart and Erskine 
Childers, both former senior UN civil ser¬ 
vants [A World in Need of Leadership: 
Tomorrow's United Nations; Dag Ham- 
marskjold Foundation, Uppsala, Sweden; 
1990], American nationals have held a 
full-quarter of these top posts, partly 
because executive-head posts at the UN 
Development Programme, U N Children’s 
Fund and the World Bank are, by unspoken 
tradition, reserved for them. 

In contrast, the developing countries 
combined have never had nationals in 
more than 38 per cent of the leadership 
posts at any time despite their deasive ma¬ 
jorities in the General Assembly and in 
many governing bodies. "An interesting 
fact 111 'ight of the frequent description 
of the UN as ‘dominated by the third 
world’", comment Urquhart and Childers. 

The lack of developing country repre¬ 
sentation is particularly evident in the 
UN’s major organisations, such as the 
secretariat, UNDP, UNICEF, WHO, the 
World Bank/IMF and a dozen other key 
agencies. Here, "decolonisation has only 
had a modest effect on the nationality of 
leadership!’ the authors note "Nationals 
of Arab, Asian and African developing 
countries have held only 11 per cent more 
posts since 1970, with both north and 
south American shares reduced accord¬ 
ingly!' Appallingly, only one woman. 


Nafis Sadik of the UN Fund for Popula¬ 
tion Activities in New York, from f^istan, 
has ever headed an UN organisation. 

This pattern holds true at the UN 
secretariat as well —top posts are the 
preserve of men from select countries. The 
former USSR and China have shared in 
the pickings by virtue of their status as 
Security Council permanent members 
"By an early ‘gentleman's agreement”’, 
the Urquhart-Childcrs’ report notes, five 
of the original eight senior-most positions 
“were to be nationals of the five perma¬ 
nent members of the Security Council, in¬ 
troducing from the outset the element of 
national representation!’ 

The current dispen.sation by secretary- 
general Boutros-Ghali observes this rule 
strictly. Seven of the nine under fxrretary 
general piosts arc today filled by west 
Europeans or Americans. With the excep¬ 
tion of France, each of the Security Coun¬ 
cil’s permanent members has their man at 
this rank. The US has two; one. Richard 
Thornburgh, a Bush confidante, holds an 
influential new post in charge of budget 
supervision and administration. There are 
no women USGs at this time. 

One rung below, five of the .seven assis¬ 
tant .secretary-general posts are held by 
west Europeans and north Americans. 
The French have two. There is only one 
woman ASG at the secretariat. Ektween 
them, these two ranks of officials head the 
secretariat's most important departments. 
This kind of staffing pattern is under¬ 
standable, says Toby Tnster Gati of the 
United Nations Association of the US, an 
influential research group, “if you believe 
that in the UN you have to reward power 
with power" 

Things are hardly any better at other 
professional levels at the secretariat. The 
bulk of professional posts are allocated 
by national quotas determined overwhel¬ 
mingly by the size of a country's financial 
contributions to the secretariat budget; 
population gels little weight. The results 
of this formula are striking. The US gels 
roughly 400 prolessional posts at Ihe 
secretariat, France 130, Biiiain 90, but 
China 50 and India 45 


One may ask whether this geographical 
and gender monopolisation of key posts 
matters. It does, for very many reasons. 

The practice of limiting teadenhip posts 
to a small gang of nations clearly does not 
serve efficiency in any svay. The western 
monopolisation of senior posts may have 
been tenable in the early years of decolo¬ 
nisation; developing countries needed 
their best people for important tasks at 
home or had few highly-qualified ad¬ 
ministrators. But it IS silly to pretend that 
there is today a shortage of competent 
men and women from developing coun¬ 
tries. Equally, the UN's ability to live up 
to the new demands being placed on it 
hinges on the quality of its top leadership. 
(Fine pronouncements in the Security 
Council of General Assembly mean little 
when the UN’s management team cannot 
efficiently implement them.) if so, there 
seems to be little sense to limiting the pool 
of potential applicants to only western 
men and excluding many excellent women 
and developing countrv managers. 

In particulai, the agencies .set up ex¬ 
clusively to assist tlie developing anuitrics— 
the UN Children’s Fund, UN Development 
Programme, and World Food Program¬ 
me—might arguably improve their perfor¬ 
mance if led by developing country na¬ 
tionals. lo date, notes the Urquhart- 
Childers report, only a few of the ex¬ 
ecutive heads of these organisations have 
had prior working experience in third 
world development and evei! fewer have 
been developing country nationaLs. Keep¬ 
ing out qualified women fioni these posts 
means, ironically, that woricri have little 
say in programmes directed at improving 
the .situation of women woildwide. 

Nor does the cuiieni .system of patro¬ 
nage serve the aim of steating an inter¬ 
national civil service whose members do 
not owe allegiance to any country. Ibday's 
patronage system means that senior UN 
staff are beholden to their governments 
for having secured their posts. (Needless 
ti> .say, women need not apply foi member¬ 
ship to old-boy networks.) (iovernments, 
for their part, calculate that there are 
many benefits to having one’s man in top 
UN posts: in most ca.scs they are a guaran¬ 
tee of direct access and influence. 

The patronage may in itself be suffi¬ 
cient to compromise the independence of 
any international civil set vani But many 
goverimicnts go even fuiiliei to tie their 
nationals to their apron-strings. The US 
and the west Europeans have for years 
blatantly subsidised their senioi UN staff 
with lem-frce apartments, cars and cash 
“This has created two ranks of UN civil 
servants', observes Abdou CTss, assistant 
secretary-general for personnel matters at 
the secretariat UN wags quip that the 
system will be left without senior American 
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or west European staff if secretary-general 
Boutros-Ohah forces these countries to 
end subsidies. 

Eiqually. the monopoly on top posts en¬ 
joyed by Security Council and western 
nationals bolsters developing country 
criticism that they have no say at the UN 
The practice has been the locus of grow¬ 
ing resentment from developing countries, 
reflected in a spate of General Assembly 
resolutions asking the scciciary general to 
ensure that senior posts do not remain the 
“exclusive preserve of any member state” 
The signatories to the resciluiions have not 
changed their ways 

This controversy has only strengthened 
the incipient north-south face off at the 
UN. “A great deal of effoit has to be 
made to make sure that you don’t allow 
the UN to be paralysed by the north-south 
split”, said Urquhart, currently scholar- 
in-resideiue at the F-ord F-oundation in 
New York. “If the secretariat is seen to be 
largely run by people from the industria¬ 
lised countries or from the Security Coun¬ 
cil to the exclusion ol the 160 oi so other 
members, th.it's going to sreate a leelmg 
of imbalance” fit added, “With the 
Security C.ouncil now in a much more ac¬ 
tive frame of mind, ii seems to be very im¬ 
portant that you don’t extend the notion 
of the five permanent members to the run¬ 
ning ol the scciciariat” 


Cil NF-R.M Suchmda Kr.ipMsoon was 
ousted from Ihailnnd’s pi niic mmister 
ship and, in the tiaditiuii ol oscilhiown 
heads ol guscinnicnl in the ivuintry, is 
now m exile in F uro|>c (icncial Chaos alil 
Voiigchaiyudh, a fonner arms' sommandcr- 
in-chicf and a bitter riv’al, is named ol- 
licial leader ol the opposition b\ the king. 
Majoi-gcneral ( hanilong Snmaung, the 
asceibic loniiei goscmie ol Bangkok, 
whose demand lhai Thailand’s prime 
niinistcr ought to be an elected member 
ol pailiamcni forced the crisis early this 
month, has slipped out ol the public eye. 

I he three men, at the heart of the poli¬ 
tical demonstrations, represented three 
mutually exclusive political and military 
factions which, with a little prodding Irom 
the king, rcsolseii their differences in the 
tiaditional Thai way of settling disputes 


The imbalances resulting from overt 
western monopolisation of key posts can 
be very serious indeed. Currently, Marrack 
Goulding from Britain heads the secre- 
tanat's department of peace-keeping opera¬ 
tions. This, says Tobi Trister Gati of the 
UN-US, was essential to get the rich in¬ 
dustrialised countries to commit funds for 
peace-keeping. But though most wars take 
place in the developing world, the rich 
countries arc most concerned about wars 
in Europe. (The extraordinary lack of con¬ 
cern about Somalia is a telling example.) 
Gall puts the matter bluntly: “If it takes 
control by the first world to get money 
and attention, then how many conflicts 
in the third world are going to be dealt 
with''” 

Regrettably, there is little reason to 
believe that either secretary-general 
Boutros-Ghali or any of the UN’s nor¬ 
thern members are aware of these ten¬ 
sions Most first world governments have 
been lulled into complacency by muted 
third world response to the reorganisation 
of top secretariat staff. But the US’s 
stranglehold on the UN budget, its ill- 
planned push to employ the UN m 
military peace-making, and its efforts to 
relegate economic concerns to the World 
Bank/IMF will surely lead to a north- 
south storm at the UN. 


ol this nature. Even the amnesty for 
general Suchmda and the other key of- 
ticials was not unusual: the lo.scr in any 
coup d'etat gets a safe conduct out of the 
xountry. Only one coup leader has ever 
been executed, major-general Chalart 
Hiranyasiri, in 1977, but that was because 
he had shot dead a divisional commander 
who refused to join him in the coup. 

The crisis began when gencial Suchinda, 
the army eomniander-in-chicl, decided to 
be prime minister in a way that had been 
accepted m Thailand for nearly 60 years. 
But his opponents, especially general 
Chaovalii. himself a former army com- 
maiidei-ii -chicl, who was denied the 
premiership in l'^S7, decided that that 
post ough. to go to an elected member of 
parliamcn. Natong Wong wan, millio¬ 
naire businessman, was forced out as 


prime minister after his nomination main¬ 
ly because the United States alleged that 
he was denied a visa because of his links 
with drug traffickers. Why an unproven 
allegation of the United States passport 
officer in Bangkok should dictate political 
trends in Thailand is another matter, but 
it turned out to have been set up to enable 
general Suchmda to become prime 
minister. 

That was not to be, because the dif¬ 
ferent strands in the business, political and 
military elite who disagreed with general 
Suchinda found common cause with mid¬ 
dle class Thais who felt that democracy 
ought to be given a chance to work in 
Thailand. They wanted the constitution 
amended so that only an elected member 
of parliament could be prime minister. 
General Suchinda was not. His determina¬ 
tion to be prime minister forced the crisis 
into the open. Hundreds of thousands 
came out on to the streets in a massive 
show of force for several days in succes¬ 
sion. The military opened fire. Hundreds 
were wounded or are missing. The govern¬ 
ment says more than 50 died, but un¬ 
official estimates are much higher. 

The crisis was finally resolved when the 
king stepped in. The king called in two 
trusted courtiers—general Prem Tin- 
sulananda, the former army commander- 
in-chief and prime minister, and Sanya 
Dharmasakdi, the fonner rector of Tham- 
massak University, who was appointed 
prime minister in 1973, after bloody stu¬ 
dent riots that overthrew the government— 
to resolve the crisis. He rarely interferes 
in political developmen's, but he is so 
revered in this Buddhist nation that a nod 
and a wink from him stops a coup leader 
in his tracks or eggs him on. When he in¬ 
tervenes, as he did this month, to stop the 
military’s attacks on the demonstrators, 
general Suchinda and his supporters had 
no option open to them but exile. 

Whatever el.se may be said about the 
massive public demonstration—at one 
stage, the crowds numbered l,00,()(X) and 
more—it was but a sideshow to a struggle 
for power within the military, business and 
upper class elites. Modernisation of Thai 
.society has only entrenched the military’s 
hold on public life. Joining them are the 
aristocratic and business elites, entrench¬ 
ed by business, military and marital 
alliances. 

When all is said and done, the public 
demonstrations only baited the crisis more 
quickly than it would otherwise have. The 
violent confrontations between demonst¬ 
rators and military—and there were 
several in the past 20 years—brought no 
change to the power structure nor did it 
achieve much more than a temporary 
change of plans of the armed forces. This 
one appears to be no different. 

The armed forces has controlled the, 
government, directly or through i 


Thailand: Habits Die Hard 

M (. f; Pillai 

Modernisation ol' Thai society has only entrenched the military’s 
hold on public life. Joining them are the aristocratic and business 
elite bound by mutual alliances. The massive public 
demonstrations in 1 hailand that sparked off the ouster of general 
Suchinda Kraprasoon were but a sideshow to a struggle for power 
within the military, business and upper class elite. 
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and functionaries, since ii forced king Pra- 
jadhipok to be a constitutional monarch 
in 1932. No civilian government survived 
long without military supjxirt And public 
demonstrations often were backed, as this 
one was, by one or other military leader 
vying for power The public perception in 
Bangkok is that general Chaovalit backed, 
and probably funded, it. 

Power in Thailand is carefully balanced 
within the armed lorces. with the class 
from which the generals graduated from 
the Chulachamklao Military Academy 
dictating promotions of their colleagues 
and bther members of their own class. 
The first class under this system, based on 
the United States’ West Point model, 
graduated in I9S4, and the first Thai 
general who could have taken power 
under this ‘new curriculum’ was general 
Chaovalit. But opposition to the practice, 
especially from within the aimed forces, 
of the retiring army commander-in-chief 
becoming civilian prime minister grew in 
tandem with civilian desire for elected 
prime ministers Both general Chaovalit 
and general Suchinda did not take that 
into account. 

Traditionally, when a member of a cla.ss 
becomes armed forces commander, there 
is a wholesale change ol military com¬ 
mands, with members ol the incoming 
commander’s cla.ss being appointed to 
these positions. Each class forms informal 
links with those clas.scs II and 12 years 
below them, so that in the inevitable 
reshuffle with the appointment of an 
army commander-in-chief, members ol 
these classes benefit when their ‘patron’ 
class provides the supreme leader. 

General Chaovalit is from class one; 
general Suchinda from class five; and 
major-general Chamlong from class 
seven. An unwritten rule that each class 
gets a crack at the tup military posts en¬ 
sures peace and smooth functioning of 
government. Every attempt at a coup 
d’etat came when this understanding was 
challenged. In the past four decades, the 
army commandcrs-in-chicl rctiicd to be 
prime ministers. That last lo do so was 
general Prem Tinsulananda Cicnera! 
Chaovalit was blocked in 1987 bv general 
Chaiichai Choonhavan, a leiiied military 
officer who was his bitter enemy. General 
Suchinda engineered the mup d'etat 
against general Chatichai last year when 
it became evident that he would be 
thwarted in his ambuion 

General Suchinda's mistake was lo ap¬ 
point his brother-in law and clas.s five col 
league, general Issar^ipong Noonpakdee, 
as the new army commandei-in-chief. 
This got the class seven generals, whose 
turn it was to head the aimed forces, 
angry. General Chamlong ‘s role in the 
events was also in support of his erstwhile 
colleagues But he was also backed by 
■eneral Chaovalit, who had his own ven¬ 


detta against general Suchinda. General 
Chaovalit, as official leader of the opposi¬ 
tion, is now in a strong position to be 
prime minister. A class seven general. 
It appears, would be the next army 
commander-in -chief. 

Politics in Thailand is concentrated in 
Bangkok, with the oittlying provinces hav¬ 
ing little or no say on events and develop¬ 
ments. The commander of the division in 
Bangkok is a loyalist, for it is he who can 
mount or prevent a coup. The inherent 
feudal system controls how the govern¬ 
ment functions, but superimposed on it 
is an alien modernisation system that sits 
poorly on it. What happens in practice is 
that the feudal system entrenches itself 
in power by taking on the garb of 
modernisation. 

So, while the demonstrations hastened 
general Suchinda’s departure, the king it 


was who decided he ought to depart. 
Given the world-wide coverage of the anti- 
government demonstrations in Bangkok, 
much hope was raised about the return to 
democracy, as the west sees it, to Thai¬ 
land. They could not have been more 
wrong. What it did was to entrench the 
existing system. The demonstrators only 
gave it a push but little would change. 

In the end, what was seen in Thailand 
was a parlour gaitie between three rivals 
that resulted in bloodshed. It was the king 
who resolved the crisis in Thailand. Even 
demands that general Suchinda and other 
senior generals be tried for their role will 
be ignored, since the king had allowed 
them to go into exile, and no one would 
countermand the king’s wishes. Mean¬ 
while, the parlour games of the armed 
forces will continue until one of the 
generals decides to breach the rules. 
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PERSPECTIVES 


Kondratieff and Other Cycles in Market, 
Command and Mixed Economies 

S R Stm 

The relative roles of long-term and short-term economic cycles (or 
waves or swings) as one causal factor in the economic crisis faced 
by the US in the early 1930s and by the former Soviet Union in 
the early 1990s seems to have escaped the attention of analysts. 


COMPARISONS may be odious. But one 
IS tempted to compare the major econo¬ 
mic crisis faced by the foi mer USSR (now 
CIS) in the early 1990s with that faced by 
the US in the early 1930s. The sharp 
decline in GDP, economic activities and 
employment is broadly comparable. The 
political and social troubles are no doubt 
much greater in CIS now. But they were 
quite significant in the early 1930s in the 
US also. Pan of the difference between the 
CIS now and the US then may be explain¬ 
ed by the difference between the sophisti¬ 
cation and ability of the heads of govern¬ 
ment, Yeltsin (and Gorbachev) in the CIS 
(USSR) and Roosevelt in the US (and the 
kind of institutional infrastructure and 
economic intelligence available to them) 
in regard to crisis management and part 
by the relative geographical concentration 
of diverse ethnic groups in the CIS and 
their mixing up in a ‘melting pot* in the 
US. 

Sixty years back some Marxist econo¬ 
mists thought that the end of capitalism 
was near. Now some anti-Marxist econo¬ 
mists are ringing the death-knell of 
socialism. Both seem to be equally wrong. 
What ended in 1930s was only the Hoover 
variety of capitalism (and short-sighted 
speculation) and in 1990s the Stalin variety 
of socialism (and short-sighted bureau¬ 
cracy). Nevertheless both these episodes 
are so serious that a thorough analysis is 
called for. This will require detailed 
economic, social and political research, 
which will involve great effort and long 
time The purpose of the present article 
IS only to draw attention to one economic 
aspect which seems to have escaped the 
attention of the analysts so far. It is the 
relative roles of long-term and short-term 
economic cycles (or waves or swings) as 
one causal factor in the two episodes. 

Under Lenin a number of brilliant 
economists had flowered in the USSR. 
Because they were not *yes men’ and ven¬ 
tured to point out possible adverse con¬ 
sequences of some of Stalin’s economic 


policies, they were suppressed or even 
liquidated. One of them was Nikolai 
Dimitrievich Kondratieff who was ap¬ 
pointed by Lenin in 1920 as the director 
of the Moscow Business Conditions Insti¬ 
tute and asked in 1923 to prepare the first 
five-year plan for agriculture of the coun¬ 
try, long before Stalin began his five-year 
plans. 

In I92S Kondratieff published a seminal 
article entitled ‘The Major Economic 
Cycles' in which he pointed out the high 
probability of recurrence of major econo¬ 
mic crises once every 45 to 60 years in 
industrialised countries. In a follow-up 
article entitled ‘The Long Waves Cycle’ 
published in 1928, he ventured to offer a 
theory in terms inter alia of re-investment 
cycles of capital goods with a long life¬ 
time, which had relevance not only for 
capitalist economies but also for other 
types of industrial economies. Soon after 
its publication the Soviet Russian En¬ 
cyclopaedia dismissed his theory with 
only one sentence; ‘7 his theory is wrong 
and reactionary*. Karl Marx himself had 
mentioned nine- or IB-year cycles related 
inter alia with market and credit fluctua¬ 
tions applicable to a capitalist economy 
and did not envisage a re-investment cycle 
of capital goods with a long life-time 
which might apply to a .socialist economy 
as well. Kondratieff had, therefore, com¬ 
mitted blasphemy. He was liquidated by 
Stalin in 1931. 

But KondratiefPs theory could not be 
suppressed with his liquidation. In 1939 
J A Schumpeter {Business Cycles, 
McGraw Hill, 1939) drew special attention 
of the world to Kondralieffs theory. 
Recently other leading economists like 
Marxist E Mandel (Long Waves of 
Capitalist Development, Cambridge 
University F’ress, 1980), neo-classical H H 
Gilsmann (I'^nge Wellen Wirtsha/tlichen 
Wachtums, Kiel University, 1980), Keyne¬ 
sian W W Roslow {The World Economy, 
Macmillan, 1978) and systems analyst 
J K Forrester {Innovation and Economic 


Change, Futures, 1981) haye supported 
KondratiefPs basic theory while suggest¬ 
ing improvements. Four Kondratieff-type 
episodes in the 19th and 20th centuries 
have also been clearly identified. 

The recent developments in USSR 
(CIS) seem to be partly related to the oc¬ 
currence of the Kondratieff cycle in that 
country. It was not Kondratieff who was 
wrung. It was the blinkered vision ol 
Stalin’s followers which was really wrong. 
They overlooked the fact that Marx could 
not study systematically the phenomena 
of different kinds of economic cycles 
himself and borrowed the idea of nine- or 
10-year cycles related inter alia to credit 
and production-consumption imbalances 
from C Juglar (Des Crises Commerciales 
et Leur Retour Periodique en France, en 
Angleterre et aux Etats Unis, 1860). He 
did not go into the possibility of the type 
of cycle that Kondratieff identified. 

Becau.se the Stalinist planners and 
bureaucrats neglected the possibility of 
recurrence of economic cycles in a socialist 
economy, they failed to make the needed 
provision lor them frpm both ideological 
and bureaucratic considerations. Opera¬ 
tionally also, it was much more convenient 
not to introduce this added complication. 
For the same reason, they ignored the 
sophistications recommended by such an 
eminent Marxist economist as O Lange 
which would have helped make their plan¬ 
ning much more realistic The height of 
unrealism was reached when they kept the 
price of an important product like wheat 
unchanged for decades when production 
was fluctuating widely from year to year. 

It may be noted that along with long¬ 
term Kondratieff cycles of 45 to 60 years, 
there may be some other cycles of shorter 
periodicity with different causal factors. 

There may be drought cycles varying in 
duration and intensity from region to 
region which, like the Kondratieff cycle, 
occur in both capitalist and socialist coun¬ 
tries. Ixiuis Bean's graphic curvi-linear 
analyses have shown that for many loca¬ 
tions in both capitalist and socialist coun¬ 
tries, It is po.ssible t6 identify roughly 
repetitive patterns of drought. In some 
regions, the patterns may repeat positively 
along the trend line In other regions, they 
may tend to repeat as a mirror image, i e, 
in a reverse manner (C H Rao, S K Ray, 
K Subbarao, Unstable Agriculture and 
Droughts, 1988). In addition there is 
history of very serious secular droughts, 
especially in central Asia which had 
necessitated very large-scale tribal migra¬ 
tion when food imports were not feasible. 
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There may be Kuznet!) cycle of 15 to 25 
years resulting from bunching of innova¬ 
tions not necessarily limited to capitalist 
countries only (S Kuznets, Secular 
Movements m Production and Prices, 
1930). 

There may, of course, be the traditional 
Juglar cycles of nine to 10 years each men¬ 
tioned earlier and Kitchin cycles of three 
to four years each primarily related to 
credit imbalances in capitalist economies 
(J Kitchin, (Cycles and Irends in Econo¬ 
mic Factors, 1923). They ma^not be en¬ 
countered in socialist economies except 
during transition periods when central 
control may become weak. 

If the downturn of the Kondratieff cycle 
happens to coincide with the downturn of 
one or more of the other cycles the adverse 
effect may be very serious, even catas¬ 
trophic. On the other hand, il the upturn 
of one or more cycle coincides with the 
downturn of .some other cycle, it may 
partly or wholly neutralise the adverse ef¬ 
fect of the latter. 

It IS interesting to note that Kondratieff 
himself used the expression 'waves cycle’ 
in his 1928 article, which is not only more 
picturesque but also more apposite. A big 
wave is often preceded or accompanied by 
smaller waves. With strong winds they 
may cause .serious surface erosion of the 
river banks. With strong undercuirent, the 
surface erosion may not prima Jacie ap¬ 
pear to be serious. But the sub-terranean 
erosion unnoticed for some time may end 
up in sudden submergence of very large 
areas. 

In analysing recent developments in the 
USSR (and CIS), the possible coincidence 
«/f the downturn of Kondratieff and 
drought cycles need to be considered as 
a deeper cause along with the various 
other more apparent causes like genera¬ 
tion gap, unduly high defence budget, 
shortage of consumer goods, exposure to 
western consumerism, dilution of work 
ethics, bureaucratic rigidity, inadequate 
home work by policy-makers and foreign 
advice about quick fixes, etc, mentioned 
by the Russian economist quoted m iny 
article ‘Command Lconomy and Market 
Economy' (Economic and Political Week¬ 
ly, Annual Numbei, 1991) 

The coincidence of the downturn of 
(wo or more of these cycles happened in 
the US in the early I93()s as well as early 
1990s. But the analysis and management 
of different types and combinations of 
cycles have been much better done in the 
US than in the I'.SSR The freedom of 
research and expression that obtain in a 
democratic society in contrast with its 
absence in a non-democratic society partly 
accounts for this. After the tragic fate of 
Kondratieff, very little research was done 

W 


in the USSR on the possibilities of recur¬ 
rence of cycles and the needed counterac¬ 
ting measures. Further, institutions needed 
for taking countervailing measures exist 
or can be quickly set up in the US unlike 
in the USSR and CSl. Kitchin, Juglar and 
drought cycles are now better understood 
and managed in the US than in the early 
1930s, although the new problems like 
stagflation and ratchet effect created 
by Keynesian and other countervailing 
measures taken in an economy where the 
rigidities of oligopoly have been added 
to those of trade unions still remain to 
be sorted out. The Kondratieff cycle is 
recognised but yet inadequately studied 
even in the US. 

The process of reinvestment in capital 
goods depleted during World War II that 
started in 1946 is now entering its 45- to 
60-year Kondratieff phase in many of the 
victor countries, including the US and 
USSR. Since this process started some¬ 
what later in the defeated countries like 
Germany and Japan, this phase has been 
correspondingly delayed in their case. A 
relatively larger proportion of their war 
damaged capital goods was also replaced 
by more modern ones. The current large 


balance of payment deficits of both the 
US and USSR may have some relation to 
these two facts which needs careful study. 

Research is also needed in what changes 
in the character and duration of the Kon- 
dratieff cycle may have resulted from fac¬ 
tors like changes in the obsolescence of 
capital goods due to modern innovations 
and in the reinvestment requirements of 
defence-related industries due to the end 
of the cold war. Changes, if any, in the 
role and practices of multi-national cor¬ 
porations and oligopolies in this context 
may also need study 

Most importantly, careful research is 
needed into the extent that the upturns 
and downturns of different types of cycles 
(Kondratieff, drought, Kuznets, Juglar 
and Kitchin) coincide with or counteract 
one another in different periods and dif¬ 
ferent countries. 

Now that mo.st countries have ‘mixed 
economies’, possible recurrence of all 
these five types of cycles can be reasonably 
presumed. What kind of countervailing 
action on the part of the government will 
be most appropriate in different combina¬ 
tions of these upturns and downturns will, 
therefore, need to be spelt out. 
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REVIEWS 


Land Rights and Land Reform 

Rekha Bandyopadhyay 

The Story of Land by John P Powcison; The Lincoln Institute of Land 
Policy—Cambridge, Massachusetts. 

The Peasant Betrayed by John P Powelson and R Stock; The Lincoln 
institute of Land Policy—Cambridge, Massachusetts. 


THE book The Story of Land claims to 
survey the rights and obligations with respect 
to land at all times in history and in all parts 
of the world. It traces the evolution of land 
rights and the distinguishing features which 
characterise this evolution in different regions. 

The main theme is divided into 21 parts. 
The first four chapters depict the growth of 
ancient agrarian systems including Egypt, 
Greece and Rome The next six chapters deal 
with Europe. The growth of feudalism is 
traced from its inception to full-fledged 
ascendancy. 

To discuss the characteristic elements and 
differentiating features that separate one era 
from another the author categorises Europe 
under several watersheds Watershed is a 
dynamic word which is used by Powelson 
statically. Six chapters are devoted to discuss 
land conditions in Europe in different 
historical periods (chapters 5 to 10). The first 
watershed covers the period a fter the fall of 
the Roman empire. Various invasions took 
place in Europe and consequently peasant 
liberty and power were curtailed. Hence the 
question of land control obtains special con¬ 
sideration in Europe. The ownership issue 
comprising the right to possession and 
alienation and changes over time get full 
exposition here. 

This-period extends through the lOth and 
15th centuries covering France. England, 
Germany, Russia and the eastern sector. The* 
change-inducing factors arc summarised as 
(a) power struggle between the central 
authority and the nobdity, (b) availability of 
land, (c) prevailing state of agriculture, 
(d) growth of towns and trade, and (e) pea¬ 
sant resistance. These forces acted as strands 
which must be woven together to study the 
total effect. A continuity of institutions and 
economic behaviour is observed from Rome 
into the middle ages. European feudalism is 
a mixture of Roman, German and Celtic, 
land traditions and comprises some of the 
characteristic features. 

Feudalism was more structured in the 
west than in the eastern sector (of the 
world) because of proximity to the Roman 
experience. On the other hand, the relatively 
greater land labour ratio and the possibility 
of migration absolved eastern monarchs, 
lords and the peasants from the negotiations 
into which their western counterparts were 
forced to enter. These factors funher directed 
the east to concentrate on large-scale 
agriculture. While the west reverted to in¬ 


dustrialisation; the cast became the bread¬ 
basket of west 

Powelson bi ings the west and east under 
an extending waiershcd. The further east one 
went, land and labour displayed more at¬ 
tributes ol serfdom A continuous function 
of degrees of serfdom upon degrees of 
easterness was supposed to exist 

During the second watershed, feudalism 
was being dismantled m the west but its grip 
was ligliicned in the east. Divergent ex¬ 
periences of war and religious controversies 
accounted lor this dissimilarity The 
peasants, however, suffered under both 
.systems—in the east from loss of liberty and 
in the west from loss of land Right of land 
alienation was strictly restricted for the 
eastern peasants Western peasants though 
enjoying this alienation right laced other 
hazards Common lands—previously used 
for grazing, I irewood and hunting--were 
turned into private domains by enclosure 
movement In most jurisdictions, the com¬ 
mons were apportioned ai'cording to 
previous holdings. Because ol this, poorer 
farmers received little share of this land 
Again since fencing being beyond the means 
of the poor, retention ol this land bv the 
poor appeared impossible. 

Without the use of the commons, many 
poor peasants were unable to survive on 
their small land and this led to forced sale 
and further deterioration of the condition 
of poor peasants Small holders losing land 
swelled the number of landless labourers. 

Industrial revolution with the attendant 
growth of technology and communication 
initiated a new technological age m the west. 
This created a new enlightenment and 
necessitated a realignment of forces. Land 
was no longer considered ihc primordial 
asset. Feudalism slowly lost its importance. 
A variety of events—growing trade, desire 
of the bourgeoisie to be indefiendent from 
the influence of lords and the growing im¬ 
portance of towns reinforced the impetus 
towards peasant freedom in the west which 
marked the decline of feudalism Feudalism 
still had its sway over the eastern world 
Eastern p-casants though legally emancipated 
remained subject to lords in various other 
ways 

Feudalism did not end because of pleasant 
rebellions even though these influenced the 
outcome. For the most part, peasants ad¬ 
dressed spiecific issues and did not demand 
all-round social change. In most of Europx; 


the end of feudalism was promoted by the 
struggle between monarchy and nobility. The 
monarchs wanted a wholesome pleasantry 
and a vigorous agriculture so that their tax 
income would increase and they would have 
an assured supply to the army. Feudalism 
being associated with obsolete institutions 
was considered unfit to deal with ihiproved 
technology and administration. Feasant 
emancipiation was considered only one of the 
elements leading to the solution of this pro¬ 
blem. Growing trade and manufacture 
necessitated rationalisation of the agrarian 
sector. Interference of the feudal structure 
with the free market increasingly contradic¬ 
ted the major aspirations of the rising 
classes. Thus change in manorial agriculture 
was called for The experiences of southern 
Spain, Portugal, Sicily and Italy reinforced 
these arguments. Survival of feudalism was 
inversely related to the rale of development 
of a country. 

In the second watershed peasants were 
freer in the west but subject to authority in 
the east Instil uiions of pleasant bargaining 
never did develop in the ea.st m any way com¬ 
parable to the west. Conventionally the 
growth of communes in Russia wa.s described 
as a reverse pattern of growth But Powelson 
does not envisage any break of the continua¬ 
tion ol watershed. He considers the growth 
ot communes a continuation of the second 
watershed unchanged in its essentials but 
significantly different in its outward form. 

'Iwo chapters (chapters 11 and 12) are 
devoted to the discussion of the history of 
agrarian development of west Asia and 
north Africa. Next China (Chapter 13 and 
14) IS discussed. The treatment covers the 
dynasties in Ihc First part and the disunity 
in the agrarian sector leading to collectivisa¬ 
tion in the second part. 1 he early efforts of 
land reform during various dynasties were 
categorised as reforms by grace and were 
either not beneficial to the pooi or were of 
an unstable nature. 

At no time, however, did the beneficial at¬ 
tributes of European feudalism emerges— 
a contractual relationship in which pseasant 
and lords could hold each other and the king 
accountable for specific assurance of 
protection. 

The agrarian evolutinn of Japan and India 
IS traced in chapters 15, 16, 17. IWo chapters 
deal with the Latin America's land history. 
Africa, south ol Sahara, and Vietnam 
(representative of south Asia) are treated 
separately 

Land history of Latin America showed the 
development of a mixed tenure pattern 
resulting from indigenous—invader tenure 
fusion. The role of hacienda, debt servitude 
and the alliance ot church and royal authori¬ 
ty in contributing to this fusion is amply ^ 
explained 

Sub-Saharan Africa wa.s distinct froj) 
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other rcgionti of Africa because it avoided 
feudalism and used slavery (rather than wage 
labour) as the chief instrument of labour- 
mobility. A few cases of clan or tribe (not 
feudal) overlordships and exploitation with 
the help of slave labour or sharecropping 
tenancy existed. Though a traditional 
society, it differed from India where ancient 
land relations displayed a three-tier 
relationship—of the village people, the 
intermediary and the emperor. 

The land tenure pattern of west Asia and 
north Africa was distinct from the southern 
region Here the land story was one of con¬ 
quest, subjugation and ceniralLsation follow¬ 
ed by decentralisation of the authority in 
power which again led to further conquest. 
Thus according to Powelson, from the 5th 
to the 20th centuries, the typical pattern in 
west Asia and north Africa was cyclical; 
large estates periodically fragmented and 
reapportioned among new owners, then con¬ 
solidated again. Small farms, however, 
existed at all limes and these came to 
predominance along the coasts of Lebanon 
and Palestine but usually these were excep¬ 
tions. Reforms introduced here differed from 
European type reform. These were imposed 
from top (reform by grace) and were not of 
sustainable nature as the institutions created 
under the reforms did not correspond to the 
underlying realities of power. 

Next IS the case of Vietnam. Regional 
variations were quite prominent in early 
Vietnamese society. l.arge estates dominated 
the southern part of Vietnam whereas a 
combination of communal ownership and 
small farms ptevailed in the north. The tradi¬ 
tional northern sector presented a scenario 
comparable with the three-tier system bf 
land control. Later, Vietnam was subject to 
foreign occupations. In each of these 
occupations (French, Japanese and even 
those of their own indigenous emperors) 
Vietnamese peasants were unable to stand 
up for themselves, through the kinds of 
bargaining units found in north-western 
Europe and in Japan. Unlike Japanese and 
Europeans, they were not able to claim their 
land on the strength of their political or 
economic leverage The peasant rebellions of 
the 2(Kh century were outbiints of frustra¬ 
tions rather than expressions of bargaining 
strength and resolution. 

Thus the author in the fist book in¬ 
troduces us to global agrarian systems in 
detail. The changes happening over time are 
described in chronological order. He presents 
a bold hypothesis in the concluding chapter 
of The Story of Land. 

The author categorises the global land 
systems under two groups: (a) the early 
syndrome systems and (b) late syndrome 
systems. Powelson then hypothesies that the 
early syndrome is asscviated with customary 
land tenure; non-literate society, trend migra¬ 
tions, slavery and continuous warfare. The 
I nistory of Africa, Europe through the 9th 
fceniiiry. west Asia, India and Vietnam 
ngs to this early syndrome 
• late syndrome system'- present a 


scenario of contrast with fixed tenure, writ¬ 
ten contract, settled existence, free wage 
labour and existence of periodic peace. 
When these two societies confront, the 
former may impose slavery on the latter (as 
Europeans did on Africans). 

Non-portable capital is discouraged in 
early syndrome societies, whereas capital ac¬ 
cumulation and growth of complex institu¬ 
tions make societies belonging to the late 
syndrome compatible with economic 
development over centuries. Economic 
development in early syndrome societies 
tend to occur in cycles, strong in early stages 
then aborted. Economic gains belonging to 
the early stages of the cycle are soon lost 
because these are held by force (creating 
monopolies, enslaving others to prevent 
sharing). The resulting power position 
becomes attractive to others who conspire 
to bring down the polity and form a new one 
under their own power. Thus the cycle starts 
afresh (west Asian societies, African 
kingdoms and Chinese dynastic cycles pro¬ 
vide a few examples). 

While discussing the distinctive features 
of the early syndrome and the late syndrome 
societies, Powelson explains the different 
nature of feudal organisations prevailing in 
these societies. When land is abundant, 
the need to work out institutions of 
adjudication—with all the compromising 
and impartial trust that they imply is not so 
surely felt as when land is scarce On a ^eer 
cost benefit basis, with no moral inhibition 
against Ohr or slavery, it is less costly for the 
victor to grab land and labour than to 
negotiate for them on a free market. The 
reason for lower cost is that there are other 
places for the vanquished to go or else they 
can be absorbed into the victorious society 
without displacing jobs for its own citizens. 

Contract feudalism does not imply a con¬ 
tract of equals but a situation where the 
inferior party is also able to hold superiors 
accountable by enforceable agreement that 
followed collective negotiations. Over time 
the bargaining expands into new domains, 
and the contract will be less and less un¬ 
equal. Contract feudalism facilitates the 
passage to modern institutions of mobility 
for both land and labour, thereby promoting 
economic development. But this happy out¬ 
come is not so easy m land-abundant areas 
where the conquering power takes both land 
and labour by force, holding the conquered 
m servitude. Powelson places the countries 
discussed so far in a continuum to enunciate 
the status of contract feudalism prevalent 
around the world At the loose end ol this 
continuum the African countries are 
represented with their clan and village 
societies with or without imperial overlords 
mostly dejiending on migratory type of slave 
labour. The European/Japanese type of con¬ 
tract feudalism with its well-defined contract 
between the lord and the fiefs and close-knit 
institutions of serfdom represent the other 
end of this continuum whereas the Indian, 
Chinese, west Asian, Egyptian and Ethio- 
pcan forms lie along this range. 


Grace Good well has presented a similar 
explanation in tracing the evolution of 
contract feudalism over countries. Unlike 
Powelson she has stressed the role of inter¬ 
national trade as the deciding factor of 
contract feudalism. The relative absence of 
international trade in north-eastern Europe 
and Japan has acted as a binding force 
between peasants and lords into one-on-one 
dependence upon each other thus leading to 
contract (however unequal) and mutual 
accountability. 

The discussion about the early syndrome 
and late syndrome societies assumes special 
importance in evaluating reform efforts. 
Powelson promis^ to present the case 
studies to extend this hypothesis in the 
second book. Thus high hopes are created 
about the subject matter of the second book. 

The second book The Peasant Betrayed 
discusses the reform efforts of several 
developing regions. In the introductory 
chapter the authors reiterate the hypothesis. 

All reform efforts are directed for some 
well-being of the peasantry. But the author 
makes a fundamental difference between 
reform efforts inspired by grace and those 
introduced under leverage. The main em¬ 
phasis is on the status position of the 
peasantry concerned. Unless the peasantry 
has leverage on the reforming authority— 
reform efforts are bound to be unsuccessful 
and of transitory nature. Thirteen cases are 
discussed—Megico, Tanzania, Iran, Egypt, 
Algeria, India (Kerala), South Korea, Ikiwan, 
Peru. Indonesia, El Salvador, Nicaragua 
along with a gist profile of a few other coun¬ 
tries. The success or failure of these reform 
effort’, are linked with the degree of leverage 
posse’..'.ev- oy the peasantry. 

The selection of countries is not random. 
The authors give their criteria of selection 
as follows: (i) a significant land reform must 
have occurred in those countries, (ii) suffi¬ 
cient information about these reform efforts 
must be available, and (iii) the reform cases 
presented must not have been widely discus¬ 
sed. Peasant exploitation is presented as a 
factor of common occurrence not special to 
capitalist societies. Peasants are exploited 
not only by the exaction of surplus value by 
their landlords but by all powerful groups, 
when peasant choices are restricted and they 
are forced to receive less than the marginal 
product of their labour. A dual process of 
exploitation .is explained by the authors. 
Peasants are exploited when their wages or 
profits are restricted (through price or wage 
controls) and when their freedom as a buyer 
(inputs) or seller (product) is restricted. The 
inefficiency of the state leading to a reduc¬ 
tion of surplus in a^culture is emphatically 
stressed in the book. 

This tendency to exploit the peasantry 
IS not special to a particular mode of 
government. Governments (capitalistic or 
socialistic) divert profit (surplus) from 
peasants to themselves. In socialistic states 
peasants are often asked to sacrifice for the 
revolution (e g, Nicaragua). Neither concern 
Tor the peasantry nor profit seeking, belongs 
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exclusively to one mode of government 
rather than to the other. The authors criticise 
the Marxist rhetoric of 'power to the 
masses’. This term connotes state decisions 
presumably on behalf of the peasants. But 
peasants have never selected state forms 
their own. they submit only under state 
direction (coercion?). 

After establishing the need for giving 
decision-making power to the peasants, the 
authors raise the debate about efficiency. 
The governments of less developed countries 
are now perceived less as maximisers of 
social welfare and more as aggregators of 
private interests weighted according to their 
relative contributions towards keeping the 
government intact |Bauer, Reynolds, Lipton, 
Bates). Less developed countries have a 
skewed distribution of ‘political power' 
along with income and wealth. Hence the 
stronger segments among the society wield 
all the assets to influence government in their 
favour. Generally this power is enjoyed by 
the urban sector and government bureau¬ 
crats. Hence benefits arising out of reform 
efforts are absorbed by these sectors. The 
peasantry, commanding none of the advan¬ 
tages of income or wealth, is at the low end 
of power and is the lowest recipient of 
benefits of reform. The authors further 
illustrate the mechanisms that are used to 
turn the terms of trade against the peasants, 
(a) The prices of farm products are held low 
(the peasantry looses as sellers), (b) The 
prices of farm inputs (fertiliser, machinery, 
seed, etc), are kept high (the peasantry loses 
as buyers), (c) The slate exercises the role of 
a monopolist in dealing with farm goods 
and supplying farm inputs including credit. 
Credit supply is often made conditional. 
Peasants obtaining credit from government 
agencies are often forced to purchase inputs 
and market their products through govern¬ 
ment organisations or government co¬ 
operatives. These conditions reduce farmer’s 
efficiency and farm income 

This exploitative mechanism also works 
in socialist societies but in a different way. 
There the state allocates the work-load and 
sets the peasants’ wages while refusing the 
peasants the nght to produce on private land 
or sell in a free market. Alternatively, 
peasants may be asked to join co-operatives. 
These co-operatives are generally com¬ 
pulsory type and the rules are set by the state 
Hence the basic nature of co-operativisation 
IS missing. Thus, socialistic claim of building 
a society belonging to workers is to be 
accepted with reservation. Sometimes 
workers are given some decision-making 
authority at the local level but they generally 
lack the power to decide structural issues. 

The bias against farming was previously 
justified as a necessary condition of develop¬ 
ment [Lewis, Fei and Ranis). Sejueezing 
agriculture was considered the normal prac¬ 
tice for financing the industrial growth 
process (food for labour, raw material for 
products, etc). The new trend towards build¬ 
ing an egalitarian agrarian base unleashed 
the effort to limit the excess possession of 


land resources and redistribution of surplus 
land to small holders or landless. 

But according to Powelson and Stock the 
benefits of reform actually do not reach the 
peasants; these are skimmed off by the state 
to benefit a few influential groups. The 
authors blame the manner of introduction 
of reform efforts in accounting for the ef¬ 
fects. They discuss two categories of reform. 
Land reform can come by ‘grace’. This type 
is bestowed upon peasants without their ac¬ 
tive involvement in the process. The reason 
behind this redistributive effort may be 
revolutionary change or compassion of an 
intellectual minority in the government. But 
this reform by grace lacks sustainability. 
What the state gives, the state can take away 
and will take away when it comes under 
political or economic pressures. 

Hence reform to be fieasant-oriented and 
of a stable nature must come by leverage. 
This type of reform requires a long period 
of time. This is a reform by which peasants, 
in organisations they have themselves form¬ 
ed and manage, bargain with overlords or 
government from strength they have already 
achieved Reform from leverage occurred in 
Europe and .lapan and other developed 
countnes. Unfortunately the case of Japanese 
land reform is not discussed in the book. 

But it is difficult to prescribe which type 
of authority or mode of government or 
private organisation will be the source of this 
peasant-oriented reform process Past 
experiences give no conclusive formula. The 
central government has encroached upon 
peasant prerogatives in many countries in 
which US influence prevailed—e g, in the 
case of the Philippines, Egypt, Iran before 
the Shah’s overthrow. South Korea, Thiwan 
and El Salvador The same is the case ol 
Algeria and Ethiopia under Soviet influence. 
Nor do international agencies like World 
Bank advocate peasant decision-making 
They tend to favour imposition of policies 
and reinforcing control over peasants by the 
central governments 

Thus the book finds that the condition of 
peasants has become worse off over the past 
two decades. Reform by leverage is still a 
hope of the future. A few countries presen¬ 
ting a better picture of peasants have dif¬ 
ferent reasons for their improvement, not the 
character of reform as it apparently seems. 
The peasants were better off in Paraguay 
because the rulers could dole out abundant 
land at little cost to them and, by leaving 
peasants alone, keep them politically quiet; 
in Bolivia because the government was too 
disorganised to control the jieasantry; in 
Kerala (India) because a weak state govern¬ 
ment in a federated system enabled effective 
peasant oiganisations to influence events in 
their favour, in Taiwan and South Korea 
because of both pea.sant polii ical power and 
strong economic growth; in Indonesia 
because of green revolution resulting in 
increase in farm output unusual for the thud 
world. In Taiwan and South Korea peasants 
used some amount of political leverage to 
demand policies in their favour. Even then. 


the reforms were authoritarian in nature and 
did not benefit them as much as expected, 
since a significant surplus was skimmed off 
by the state 

The theme—success of reform related to 
power status-IS presented by various writers 
in different ways The theory of leverage— 
presented as a bold hypothesis—is put to test 
with perspectives obtained from various case 
studies. The authors represent the viewpoints 
of anthropologists (study of'Philippines and 
Somolia) as well as economists. 

land reform is needed in less developed 
countries. Land has been inequitably divid¬ 
ed, monopolised by powerful individuals 
and the agricultural .systems have been 
inefficient. But for reform co be effective, 
the philosophy of paternalism must end. 
Until the government becomes represen¬ 
tative, pieasants must view it as adversary, 
not as protector Peasar.; defences and 
political power roust be developed from 
below so that reforms will occur by leverage, 
not by grace The message is given quite em¬ 
phatically. But the case studies presented 
from different countries to bring out this 
relationship between success of reform and 
leverage seems to be a little contrived. The 
end factor is already established and case 
studies endeavour to gather the threads to 
prove this factor as a piolitical reality. The 
relationship must be worked out more ela¬ 
borately so that the message of leverage can 
automatically flow from those discussions. 

However, the authors arc conscious of this 
shortcoming. They express hesitation on 
the.se conjectures and agicc that more 
investigation is required 
The historical cases repre.senied in The Story 
of Land y/eie known before, but writing on 
them were widely scattered. The authors suc¬ 
ceed 111 putting them in one place so that 
these can be examined comparatively 
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BOOKS on foreign policy run into a hazard 
with which alt students of the subject are 
familiar by now; that the author’s focus is 
on a fast moving tram. For Robert Bradnock 
the problem has been further compounded 
by a discordance between the title and the 
contents of the book, and by some slight 
uncertainty about the audience to be aimed 
at. 

Considering the normal gestation period 
of such exercises, and the time taken in the 
press, this book must have taken shape in 
the author’s mind not much later than the 
end of 1988. Since then the compass gover¬ 
ning India’s foreign policy, and any coun¬ 
try’s indeed, has been whirring like a wind¬ 
mill. The author has tried to catch up with 
the changes in the last seven pages, entitled 
‘Conclusion’, of his relatively slender 
volume. On these pages he has also tried to 
update the preceding chapter, ‘India on 
World Stage*, which for this reviewer is the 
most interesting. And also the most substan¬ 
tial along with the chapter, ‘India as a 
Regional Power’. These two chapters, along 
with the ‘Conclusion’, account for about half 
the book. 

But the author hais been able to catch up 
with events only in the seifse that instead of 
discussing India’s foreign policy in the con¬ 
text of the cold war alone, which understan¬ 
dably occupies him on the earlier pages, he 
has also been able to discuss it in the con¬ 
text of the detente between the two super¬ 
powers, which had been setting in from the 
mid-1980s. For example the Afghan denoue¬ 
ment, virtually the last important event 
discussed by him, has been placed by him 
in the context of the detente. He is right in 
doing so India also saw the American 
disengagement from the Afghan mujahideen 
as a part of the superpower detente 

Rut the book reaches the reader at a time 
when the detente has also passed into 
history The new context is as different from 
the detente as the detente was different from 
the coldest recesses of the cold war. The 
closest the aut hor gets to the present chasm 
in history is in a brief reference, eight pages 
before the end. to “the fundamental changes 
which have already transformed the Soviet 
Union". But, through no fault of his, he is 
unable to get closer, because events have 
been moving faster than human minds and 
printing presses. 

For India’s foreign policy, however, the 
difference between that ’transformation’ and 
what has now come to pass is as between 
day and night. As the decade of the 1980s 
was ending, the changes in the Soviet Umon 
till then appeared likely to do much more 


for India than to give “the National Front 
government of Mr V P Singh... assurances 
of stability, political support and economic 
assistance". These changes appeared likely 
to confer five enormous benefits upon In¬ 
dia, exceeding in importance anything India 
got out of this relationship even when it was 
at its peak, in 1971, the year in which the 
Indo-Soviet Treaty was signed. 

Throughout the book the author shows 
a sympathetic understanding of India’s posi¬ 
tion and motivations, not only with regard 
to foreign policy but also its twin roots in 
the domestic economy and politics. For this 
reason he has grasped the meaning of the 
treaty much better than many others have 
done who have seen it from the same loca¬ 
tion as his, in the western intellectual world. 
(The author is leaurer in geography at the 
School of Oriental and African Studies, 
University of Lxindon, “with special refer¬ 
ence to South Asia’*, to quote the “blurb”.) 

Many writers have discussed the treaty as 
though it was a pistol shot which India was 
waiting for in order to send its troops rac¬ 
ing for Dhaka. Bradnock places it, correctly, 
in a much deeper context. “Throughout the 
1960s, as relations between the Soviet Union 
and China turned from warm friendship to 
frigid hostility, the geopolitical basis was laid 
for Indo-Soviet friendship. In India’s case 
it was enhanced by China’s new friendship 
with the United States and by Pakistan’s 
growing links with China. By 1971, that 
triangular relationship had set alarm bells 
ringing in New Delhi. The Indo-Soviet TVea- 
ty was the result!’ 

With the same breadth of vision the 
author goes into the economic and political 
aspects of the benefits of the treaty. His 
vision is broader in this respect than this 
reviewer’s was in his own book on the break 
up of Pakistan {India's Second Liberation, 
Vikas, 1972]. 

But the benefits of the ‘transformation’ 
for India would have been fau greater today. 
First, the Soviet-American detente would 
have loosened America’s special military 
relationship with Pakistan which, clearly a 
child of the cold war, has worried India for 
years and did so the most during the last 
great convulsion of that war, the Soviet 
march into Afghanistan and the American 
reaction to it. Second, it would have eased 
American reactions to India’s growing 
economic relations with the Soviet Union as 
the political and security aspects of the rela¬ 
tionship receded with the winding down of 
the cold war. 

Third, China’s relations with Pakistan on 
one side and with the Soviet Union on the 


other, to both of which the cold war had 
given an aspect unpleasant for India to 
behold, would have also changed with the 
change in the context, and the present phase 
of some improvement in Sino-Indian rela- 
'^igns might have been advanced. Fourth, 
with the Soviet ‘transformation’ which 
Gorbachev was aiming at, the Soviet economy 
would have become stronger, more efficient, 
more diversified, more open, better able to 
help those it wished to. This would have 
made the fifth and the most important 
benefit possible for India: the likelihood of 
a more diversified relationship, including 
very cost-effective services from India, which 
figured very encouragingly in the talks which 
V P Singh had in Moscow as the last Indian 
pnme minister to visit that capital in the past 
three years or so. 

Not only have all these advantages vanish¬ 
ed into the blue. New Delhi’s relations with 
Moscow, whatever Moscow might be the 
capital of, now face the worst of the various 
possibilities which this reviewer discussed in 
his own survey of the emerging horizon of 
India’s foreign policy [Economic and 
Political Weekly, April 6, 1991]. Even that 
review, despite its much shorter gestation 
period and wait in the press, has been over¬ 
taken by the collapse of the ‘transformation’. 
Therefore one cannot but sympathise deeply 
with the author of India's Foreign Policy 
Since 1971 for falling prey to a problem he 
could have foreseen, and no one had. 

But he has al.so been a victim of other pro¬ 
blems which were perhaps less unavoidable 
The theme encapsuled in the title is a very 
rich seam in the history, brief though it is, 
ol in(V,-ciident India’s foreign policy. The 
1 - .. .1 •— Bangladesh forms the backdrop 
of the first decade of this period. The se¬ 
cond is framed by a replay of the Vietnam 
syndrom in Afghanistan. The third began 
with the strange war in the Gulf in which 
the liberation of Kuwait was fuelled by a war 
for the control of oil in true colonial style 
The current decade has witnessed the col¬ 
lapse of one of the greatest phenomena in 
history. 

A canvas so crowded with such vast events 
has to be viewed from some distance and in 
its totality; if segmented too much or over¬ 
loaded with detail it fails to deliver its overall 
design to the viewer's understanding. I think 
it so fails in the present case The mam fault 
is not the author’s. He just happens to be 
too close to the events in point of time to 
be able to sCt them in a deeper perspective. 
But perhaps the design of the book also has 
something to do with the problem. Neither 
is the period studied as a whole piece, nor 
is foreign policy detached from ancillary 
economic and political concerns. Half the 
book IS about periods prior to 1971 and the 
strengths and weaknesses of the Indian 
economy and the polity. The result is 
something for which a better title would be 
‘An Introduction to India’s Foreign Policy’, 
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a worthy enough subject but rather a dif¬ 
ferent one. 

There is nothing at all in the book which 
ifi irrelevant to the theme of foreign policy. 
We are right now living through times in 
which our foreign policy has been crippled 
by our past and present economic follies. 
And we have only just emerged from times 
in which New Delhi's completely wrong 
assessments of Dimil Nadu's concern with 
Sri Lanka Thmils led India into several 
blunders in Sri Lanka. We have also seen 
times, such as the early years of Nehru as 
prime minister, the early 1970s phase of 
Indira Gandhi, and the first year or two 
of Rajiv Gandhi's reign, when a strong 
coherence in domestic politics enhanced 
India's foreign policy role Similarly, all that 
preceded 1971 is among the elements which 
made up India's foreign policy in the subse¬ 
quent decades. But then, extensions of the 
theme and time blur the conceptual clarity 
which is promised by the title 

The author has been unfair to himself in 


KRISHNA RAYAN is one of India's leading 
exponents and practitioners of the 'Rasa- 
Dhvani’ model of poetics. I am not sure 
whether the extraordinary import of the 
previous sentence will be immediately 
grasped It is unusual to be a literary theorist 
in India, more so if the theorist were actually 
producing theory, not merely imitating and 
re-echoing what is done in the west. But it 
would be most extraordinary not just to pro¬ 
duce theory, but to practice it consistently 
over decades, especially if the theory were 
a classical Indian one whose modified appli¬ 
cation to modern literary text s is an ongoing 
challenge to us 

This IS precisely what Rayan has done over 
a period of nearly 20 years in his four books, 
of which this IS the latest. His commitment 
and enduring belief in the Rasa-Dhvani 
theory of art, his exposition and modifica¬ 
tion of It in the light of present-day western 
aesthetics, and finally his courageous and 
persistent application of it’to modern texts 
represents an achievement worth hailing and 
cherishing. Truly, Rayan is one ol a kind in 
our otherwise benighted and torpid literary 
establishment. 

The central thrust of Sahiiya is to define 
'literariness' or that quality which qualifies 
a text to be considered literary. This is a pro¬ 
blem which has engaged both ancient and 
modern aestheticians. Rayan relies on the 
Dhvani model first propounded by the gieat 
Kashmiri mystic, philosopher, and aestheti- 
cian of the 9th century, Anandavardhana, 
in his treatise, Dhvanyaloka, and further 


another respect also The book carries an 
overload of comments by and references to 
secondary sources (including myselO which 
are not exactly profound. His own observa¬ 
tions, especially about the economy, arc 
more penetrating, and his own analyses more 
precise, when he gives reign to them. For 
example when he traces the consistency in 
India's foreign policy through the country's 
vicissitudes, or the congruence between non- 
alignment and Indo-Soviet relations, or the 
watershed nature of 1971. Or—in fact 
especially—when in a few broad strokes he 
naints his own picture of the importance of 
India. This was a vantage point from which 
he could have taken a very cogent overview 
of the theme of the title, by discussing why 
India mattered in 1971 and why it began to 
matter less and less in the time ‘since 1971'. 
If he had allowed himself to pursue such 
speculations, the more advanced reader 
would have been more grateful. But perhaps 
speculation docs not go well with the 
weighty name of Chatham House. 


developed and elaborated by Abhinavagup- 
ta in his commentary, Locana (lO-ilth cen¬ 
tury). Anandavardhana argued that words 
operated not on the literal (vacyartha) and 
metaphorical (laksyarlha) planes alone, but 
also oil a third level of non-logical, 
associative, and evocative suggestive level 
(dhvani or vyanjana). following this school, 
Rayan defines literariness in terms of the 
dominance of suggested meaning in a text. 

Further. Rayan aruges that the meaning 
of a text lies in the emotional response that 
It evokes in the reader Here he draws both 
on the idea of Rasa first expounded in 
Bharata's Natyasasira (c 500 BC) and later 
in the classical Tamil text, Tolkappiyam 
(c 400). He also makes this idea talk to 
T S Eliot's notion of the “objective cor¬ 
relative" (possibly derived from his readings 
in Sanskrit) and the mure recent reader- 
response school of criticism This emotional 
response is generated in the reader by ccr 
tain “objective elements" in the text such as 
imagery, narrative, character, style, and 
rhythm The latter part of Rayan's book 
devotes a chapter to each of these elements, 
often illustrating how it can be analysed in 
specific literary texts The book begins and 
ends with examples, presumably negative 
and positive respectively, of Rayan's own 
critical practice, evaluated wit h the hindsight 
of his thec-y 

A book luch as Sahitya is not easy to 
evaluate and review, especially when one 
takes It seriously It raises several difficult 
questions. What should a Iiierai 7 theory do? 


What is the utility of classical Indian 
theories and of pfesent-day western ones for 
us in India? What are the procedures for 
using/reviving/modifying both of these 
types of theories? Finally, what are the 
grounds for evaluating theories? Such ques¬ 
tions arise because we have not evolved a 
context for producing theory as wc have 
done for producing literature. Such a con¬ 
text can be created only if and when we make 
available, study, and debate the aesthetic and 
theoretical writings of our leading poets, 
philosophers and literary critics qf the la.st 
two hundred years. One problem in this 
regard is that most ol our present-day critics 
practise an unselfconscious and hybrid type 
of cntici.sm, rarely pausing to reflect on their 
theoretical assumptions 

In the absence of a context in which to 
evaluate indigenous production of liteiary 
theory, it would be vain to engage in a long 
debate with Rayan's ideas as outlined in 
Sahitya. But I can offei some preliminary 
remarks in this direction. The main problem, 
as I see It, is what I would call the binary 
mode of discursivity which Rayan employs. 
This mode is also found in our ancient 
theoretical, though not in our mystical, texts 
In this mode, the “either-or" type of reason¬ 
ing IS dominant. This is what makes most 
of our classical texts prescriptive, normative, 
and, ultimately, closed. Most commentary 
on these texts is of a reductive technical kind; 
for instance, which rasa dominates m a 
particular work, how it is produced, and so 
on. Our classical texts, thus, lack an element 
of criticism in the post-Kantlan sense, that 
IS criticism of ideology. 

I find in Rayan's book a similar lcndenc 7 
to simplify and flatten. The crux of the 
whole book is the distinction between sug¬ 
gestion and statement It is on this that the 
whole question of “literariness” hinges. 
There is some attempt to explain suggestion 
in terms of the post-structuralist notion of 
signification as polysemy, inderterminac 7 , 
and dissemination. But what is most amaz¬ 
ing to me IS how Rayan immediately revives 
the old structuralist opposition between the 
signified and signifier, denotation and con¬ 
notation, statement and suggestion Post- 
structuralism would deconstruct such binary 
opposites and argue that there is no ultimate 
way of distinguishing suggestion from state¬ 
ment signification as polysemy applies to 
both of them, not just to the first as Rayan 
states (p 10) Similarly, the whole notion of 
“objective elements" in a text may be ques¬ 
tioned. If the reader is the ultimate producer 
of meaning, then there arc no objective 
elements in a text. That, as Bartftes said, is 
the death of the author and, by extension, 
of author-ity. 

Suggestion and statcincnl arc at best provi 
sional categories, useful but not rigid. They 
can no more be used to determine the value 
of a work than any other set of predetermin¬ 
ed criteria. The identification of such criteria / 
Itself is suspect today because it can resul/ 
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in Ihe setting up of an oppressive structure. 
Similarly, the question of literariness is not 
so pertinent today because any texts can be 
considered “literary” if one so desires. What 
has happened is nothing short of the 
dismantling of the entire ideological and 
political project of a positivistic 
cpi.stemology. 

Under such circumstances, what should 
a literary theory do? I think that a theory 
should provide a way of explaining how 
literary texts are produced and how they are 
read meaningfully. If so, then the dominant 
trend is not to see literary meaning in terms 
of the emotional response it evokes in the 
reader but in terms of whai its thematics are. 
What is it trying to say? What sort of 
debates does it address itself to? Hence, the 
ideology of a text is in focus today, not so 
much its emotional charge. Thus, in our 
times, a literary theory cannot afford to be 
divorced from its social and historical deter¬ 
minants as the older Sanskrit poetics usually 
was. In an age dominated by an interest in 
the sociology of literature, t heories which 
stress its objective {dhvani) or pragmatic 
(rasa) aspects may need considerable rework¬ 
ing, not necessanly on Rayan's lines. 

in view of the death of ae.sthetics as a 
discipline, how do we use the rich resources 
of our ancient texts? Dismissing them out 
of hand, as many ol our modern inicllec- 
tuals are wont to do, is no solution at all. 
It seems to me that they deserve and demand 
to be reread or even misread; that is the way 
we would treat them if we respect ourselves 
as much as, perhaps, their authors respected 
themselves. The Tirst order of re-reading re¬ 
quires an availability of these texts in 
modern editions. This has, to an extent, 
already been done. The second order re¬ 
quires more or less straightforward applica¬ 
tions of these texts. Here a scholar like Rayan 
IS a worthy example. Now, a third order of 
reading or misreading is required. These 
texts have to be liberated from their strait- 
jackets and made to implode into the pre¬ 
sent day literary and theoretical scene What 
better instance of this can we find than 
Derrida’s use of Nagarguna? 

Of all our ancient aesthetic theories, I 
think^Dhvani has the most potential for such 
an appropriation today It needs less rework 
ing than, say. Rasa if we wish to interface 
it with post-colonialism or post-modernism 
It is Dhvani that can be best used against 
authoritarian interpretations of texts, against 
the abuse of totalising forces which mis¬ 
appropriate the key texts of our society, 
whether religious or secular 

Coming back to Rayan's book, there is no 
doubt in my mind that it is useful, lucid, and 
to be highly recommended. But I wonder if 
111 its present form, his thinking adequately 
^addresses the crucial aspect s of eithei our 
literary or larger cultural praxis. 
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SPECIAL ARTICLES 

Health Crisis in Central Asian Republics 

Lincoln C Chen 
Jon E Rohde 
Richard Jolly 

The dissolution of the Soviet Union at the end of 1991 triggered off a series of political and economic crises, 
characterised by hyperirtflation, shortages of essential supplies, compromised purchasing power, and reduction 
of food consumptiotu Although mass hunger and epidemics have thus far been avoided, economic hardship has 
become widely shared, especially among vulnerable children, women, the elderly, and other disadvantaged groups. 
Critical commodities needed by the health care and food systems are rapidly becoming depleted and under severe 
fiscal constraints. 

Tb prevent the potential collapse of a basically sound health care system, the immediate provision of critical 
vaccines, drugs, and supplies, accompanied by appropriate technical assistance, is urgently nbeded. A Iso impor¬ 
tant are maintaining 'safety nets’for vulnerable groups so that they retain purchasing power to meet vital needs. 
Nutritional interventions especially in the food-deficit republics should be targeted at high risk children and women, 
accompanied by the promotion of breast-feeding. 


I 

Introduction 

THE dissolution of the world’s largest and 
third-most populous country at the end of 
1991 trigger^ off a series of crises of multi¬ 
ple dimensions. In health and welfare, the 
crises have involved human hardships with 
food shortages and reduced food inuke 
widely reported. 

Intormation about the health crisis has 
been largely fragmentary and often anec¬ 
dotal (I, 2). A clear picture has yet to emerge 
with regard to the current health situation 
Is there a health emergency? I f so, what type 
of health crisis? What kinds of actions, il 
any, should be undertaken by the inter 
national community? 

These questions constitute the primary 
foci of this paper. The paper reports on the 
findings of a health assessment mission 
undertaken by the authors who visited the 
former Soviet republics in February 1992. 
This paper focuses specifically on the health 
situation in the ncwly-independent countries 
of Kazakhstan, Kirghiztan, Tajikistan, 
Turkmenistan, and Uzbekistan. Although 
obviously not representative of the situation 
throughout the former Soviet Union, these 
five republics in Central Asia, even before 
current difficulties, were among the poorest 
and had the worst health statistics in the 
newly-established Commonwealth of 
Independent States (CIS). 

II 

Background and Recent 
Developments 
Background 

The five republics combined contain 50 
million people living in 3.9 million square 
kilometres of territory that once stretched 
from Turkey to China and from Russia to 
Iran and Afghanistan (Figure 1). The land 
is geographically diverse, dominated by 


desert, steppe land, and mountain ranges, 
including the tnagnificeni Pamirs to the east 
Lying on the steppe route of the Great Silk 
Road, the region was a crossroad for world 
trade until sea passages became the chan¬ 
nel of commerce between Europe and the 
Orient in the 15th century. Today, the region 
once again has re-opened to the world, its 
significance assured because of vast 
geographic size, abundant natural resources, 
and strategic location 

The people ol the republics, about two- 
thirds rural, have high lertility and 
moderately low mottality, generating rapid 
rates of population growth (about 2 4 pet 
cent) that will lead to nearly IDO million 
within three decades (Table I) [.3, 4). TVo- 
thirds of the Muslims within the CIS are in 
these republics which are ethnically and 
linguistically diverse. The titular national 
ethnic gii'ups—Kazakhs, Kirghizs, Tajiks, 
Turkmens, and Uzbeks—constitute 40-75 
per cent ol then countries' populations, 
while Slavs and other Europeans average 
nearly one-quarter of the people. The 
predominant languages are Turkic in origin, 
except Tajik which is Farsi-rclated [5, 6]. 

T he republics were economically the 
poorest pans of the former Soviet Union, 
even before current difficulties Although 
data are becoming rapidly outdated, the per 
capita gross national products (GNP) of the 
countries in 1990 were in the low-middlc- 
incomc category ranging from S 7.50 to 
$ 1,360 (Table 2) 17). Up to half of the 
employment and net material production 
comes from tigriculture. Irrigated cotton is 
the major crop followed by cereal grains, 
vegetables, fruit, and livestock. The in- 
dusiria' base is weak, although the region 
IS rich in under-exploited mineral and 
petroleum resources. Together, the republics 
are net exporters of primary products and 
net importers of manufactured goods. Four 
of the republics, except for Kazakhstan, are 
heavily dependent upon food imports, up to 
three-quaners of national requirements[8, 9]. 


RFt tNt Dl VI lOPMt-.NrS 

I he break-up of the Soviet Union at the 
end of 1991 escalated into a full-blown 
economic and political crisis that had been 
smoldering under glasnost and perestroika. 
Shared with other CIS countries, the 
economic crisis in these republics has been 
characterised by hyper inflation, initially in 
1991 and more dramatically since January 
1992. Prices of basic foodstuffs have increas¬ 
ed 5-20 fold (Figure 2). Salaries have been 
adjusted upwards 2-3 fold but that has only 
partially offset the inflation. Household 
purchasing power, it is estimated, has been 
at least halved over the past year. According¬ 
ly, the percentage of income spent on food 
has risen from about 40 to 90 per cent and 
dietary quality has deteriorated in many 
households Most family meals consist of 
bread and potatoes; beyond reach are 
vegetables, fruits, milk, and meat. Coping 
primarily has come from draw-down on 
hoarded stocks, which in many families are 
nearly depleted These hardships have un-' 
doubtedly hit hardest the piKir, fixed-income 
pensioners, women and children, and other 
vulnerable groups The picture is a classic 
case of entitlement failure with fewer and 
fewer households able to command basic 
human needs llO]. 

The economic crisis is primarily due to the 
collapse of mtra-CTS trade, blocking the 
movement of goods and services into these 
food and energy deficit countries. With fur¬ 
ther price increases on t!.c horizon and an 
uncertain harvest that should come to 
market this summer, the prospect of deepen¬ 
ing crisis IS serious indeed In addition to 
concerns ovei food supply, the collapse of 
intra-CIS trade has resulted in critical shor¬ 
tages of essential health supplies such as vac¬ 
cines, drugs, and medical supplies. These 
shortages threaten to paralyse health systems/ 
so desperately needed during these times ij' 
crisis 

What are the major long-term healtly 
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blems in these republics? What is the nature 
of the health care system? How have these 
been influenced by the recent crisis? And 
what is the likely impact of the crisis on the 
major determinants of health, such as food, 
nutrition, and social security? These ques¬ 
tions are addressed in the remainder of the 
paper. 

Ill 

Health Problema of Women 
and Children 

With crude death rates of 7-8 per 1,000 
and infant mortality rates of 28-S8 per 1,000 
live births, the current health situation ol the 
republics may be characterised as 'transi¬ 
tional'—in between tho.se ol advanced in¬ 
dustrialised countries and the least 
developed nations of the world. Like 
industrialised countries, the major causes of 
death in these republics are the chronic and 
degenerative diseases of adults and the elder¬ 
ly, but like less developed countries none of 
these republics has yet overcome the infec¬ 
tious, nutritional, and reproductive health 
problems of women and children. 

Indeed, recent data suggest worsening or 
stagnating health trends in some of the 
republics. Figure 3 shows the trends of fer- 


trends, there is every reason why contem¬ 
porary health as.sessments should focus on 
the health of women and children. Because 
of high fertility, the population age struc¬ 
tures of these republics are youthful. In the 
Central Asian republics, more than one-ihird 
of the populations are under 15 years and 
onc-fifth are women in the reproductive 
ages. Another reason is the priority that 
should be accorded to high risk groups in 
limes of crrsis. in these republics, the health 
problems most amenable to cost-effective 
and immediate prevention and case manage¬ 
ment are beyond question those of women 
and children 

emit) Hf At iH AND Nutrition 

L.ike less developed countries, the major 
health problems of children are infectious 
and nutritional in origin. Among children 
under five years, acute respiratory diseases 
(ARIs), including pneumonia, are respon¬ 
sible for one-third to half of the mortality; 
ARIs arc also the commonest complaint of 
patients presenting to health facilities at all 
levels (Figure 4). The diarrheal diseases, both 
watery and dysenteric, are an equally signifi¬ 
cant infectious disease problem. Epidemics 
of the vaccine-preventable infectious diseases 
among children (measles, polio, tetanus, 


diphtheria, pertussis, tuberculosis) have 
largely been controlled because coverage of 
children with the six basic antigens had 
reportedly reached over 90 per cent by 1991. 
In-depth assessments suggested that effec¬ 
tive coverage may be lower than those of¬ 
ficially reported (by 10-20 per cent) due to 
geographic inaccessibility, loss of vaccine 
potency, unreliable vaccine supply, and ill- 
defined medical contra-indications. The cold 
chain appeared to be functioning well, 
although gaps were reported during vaccine 
shipment from Moscow and at some 
peripheral units. 

In the five republics, more than 90 per 
cent of deliveries t^c place under medical 
supervision, and the level of low birth-weight 
babies was reportedly low (5-10 per cent 
under 2,500 gms). Among infants, the 
prevalence of second and third degree 
malnutrition was also reportedly low (6-12 
per cent based on weighl-for-age 
measurements) Clinics and field stations 
visited maintained good child health records, 
including regular infant weighings Iron defi- 
aenc 7 anemia of infants was reported com- 
non (35-40 per cent). Although the median 
Juration of breast leeding reportedly rang¬ 
ed from 4 to 8 months, breast-feeding has 
probably declined, as presumptively con¬ 
firmed by the increase ol fei tility Irom the 
loss of breast lecding's protective effect 
through postpailiiin anicnorihca. 

Other signifnani health problems 
reportedly weic tuberculosis, malaria, 
hepatitis (A and B), briieellosis, and localis¬ 
ed clusters ol iodine deficiencv goner 
luberculosis rales wcie lepoi ted to approx¬ 
imate 50 60 new aclise cases per 1,00,000per 
year, and malaria remained endemic in 
tropical regions along the southern border 
with Alghamsian Hepatitis A was widely 
reported, ol greater concern were reports of 
high levels of hepatitis B (up to 20 per cent 
antigen positiv--) Uiucellosis, a disease 
transmitted Irom loesuick, was reported in 
some populations, as was iodine deficiency 
goilei, especially in inaccessible moun¬ 
tainous areas. 

WOMl N s Rl I'ROinil llVi Hlalih 

Women’s lives in the republics arc 
characterised by early marriage, frequent 
and closely spaced births, heavy burdens of 
work and child care, and lack of access 10 
reproductive health services The reproduc¬ 
tive health needs of women in the republics 
arc not being adequately met. 


tility and infant mortality in Tajikistan, the 
poorest of the five republics Over the past 
five decades, the birth rate appears to have 
been increasing rather than declining, 
presumably due to the decline of exclusive 
breast-feeding in the absence of the compen¬ 
sating provision of modern contraception 
Infant mortality levels also appear to have 
stagnated or even increased since I960 
Significantly, the arresting of health im¬ 
provements preceded the recent crisis. 

Given the transitional nature of health in 
i 'tese republics and given si ignating health 


Tabi t 1 Popiii ATioN. CnuDt Birth and Deaih Rates and Ineant Mortai iiv Rates 
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(Per 
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laiion 

(1989, 

Millions) 

Birth 

WToa 

Death 

U Tola! 

Increase F-ertiliiy 
Rate 
(Per 

Woman) 

tloriaUly Rates 

1,000 Live Births) 

5 Maternal 
Years 

Kazakhstan 

16 5 

23.0 

7.6 

15.4 

3.1 

28 

39.5 

0.5 

Kirghiztan 

4.3 

31.2 

74 

23 8 

4.0 

38 

56.9 

0.4 

Tajikistan 

5 1 

400 

7.0 

33.0 

5.3 

46 

75.0 

04 

Turkmenistan 

3.5 

36.0 

7 8 

28.2 

4.6 

58 

80.5 

0.6 

Uzbekistan 

19.9 

35.1 

6,8 

28.3 

4.3 

46 

62.5 

0.4 

All 

49.3 

31.3 

73 

24 0 

3.9 

40 

569 

0.4 
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Fertility in the republics is very high, in¬ 
deed the highest in the CIS. Ibtal fertility 
rates averaged about four children per 
woman (Ihble I). Rural women in their 20$ 
and early 30s bear children at very short 
birth intervals, frequently less than 18 
months. The main reasons are lack of con- 


FIOURE2: Increases OF Food PRICES (JULY l99i-t^BRi)ARY 1992) in Dushanbe. Tajikistan 

Cent of Intregtck 

2500 • 


traception and brief durations of exclusive 
breast-feeding, in rural areas, the average 
number of children per woman is 6 and 
families with more than 8 children are com¬ 
mon. None of the republics has a national 
population policy. In 1990, a mass campaign 
to promote contraception began and has 
gathered momentum since. Of the approxi¬ 
mately 10 million women in the reproduc¬ 
tive ages (tS-49 years), about 10-20 pei cent 
are currently using modern contraceptives 
Intrauterine devices (lUDs) are the most 
commonly used method, followed by oral 
pills and condoms. Russian-made lUDs are 
considered of inferior quality, and llJDs 
from Yugoslavia and Finland arc more 
popular but available only on a limited basis 
Oral pills, no longer produced in the CIS, 
are infrequently prescribed by medical staff 
due to perceived problems with side-effects 
and client compliance. Induced abortions 
performed by D & C remains the major 
method of birth regulation. The frequency 
of abortions m many communities equalled 
the rate of live births. 

Maternal mortality rates of 9.4-1.2 per 
1,000 live-births are higher than in many 
economically comparable countries Preg¬ 
nant women reportedly suffer from high 
prevalence of anemia due to iron and folate 
deficiency (reportedly 50-80 per cent). The 
very low prevalence of leportcd syphilis, 
gonorrhea, and other sexiially-transinitled 
disease suggested that AIDS is not currently 
a major threat In all the a'publics, the blood 
.supply was screened foi AIDS and in 
travenous drug abuse was rare. Only a hand¬ 
ful of HIV positive prisons have been iden 
tified thus far 

ENVIRONMINIAI IlLAlIH 

All of the lepublics tiavc chronic problems 
of clean drinking water and sanitation, com¬ 
pounded by the unmasking of long-standing 
man-made enviionnienlal health cata 
strophes. Clean drinking water remains a 
problem as reflected by the relatively high 
level of water-borne diseases (diarrhea, 
hepatitis, typhoid). Although the majorii) 
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of urban populations enjoyed piped water, 
less than half of the rural populations had 
access to safe piped water supplies. Drink¬ 
ing water came from open sources, frequent¬ 
ly contaminated by fecal organisms and 
chemical pollutants. In lural areas, saniiarj 
facilities were often characterised by open 
latrines and untreated sewage discharge into 
waterways. 

The consequences of past agricultural and 
industrial policies have been disastrous foi 
environmental health. Women and men (and 
in some cases children) work in cotton fields 
diiectly exposed to chemical hazards from 
pesticides. Everywhere visited, there were 
reports of high incidence of respiratory 
ailments, especially bronchial asthma, 
neurological and congcnitql disorders, and 
allergic reactions—all attributed to chemical 
pollution. Mothers in certain regions were 
advi.scd against nursing because of toxins iii 
breast milk, although little hard evidence 
was provided. 

The ecological problems represent the 
cumulative result of decades ot maldc*velop- 
nient of agriculture and indusiries The ex¬ 
pansion of cotton cultivation has pushed out 
fruits and vegetables and pasture land loi 
livestock. Indiscriminate and excessive use 
of pesticide.s. fertilisei, and defoliants have 
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Kazakhstan 

1,360 

1,700 

35 

25 

40 

21 

19 

60 

Kinhistan 

Tkiikistan 

960 

750 

400 

50 

43 

39 

31 

31 
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30 
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51 

48 
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41 

26 

33 

40 
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Uzbekistan 
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45 

39 
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48 

Average 
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29 

32 

34 

14 
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severely disturbed the ecology. Compared 
with 3 kg used per hectare in other parts of 
the foimer Soviet Union, 20-25 kg of 
chemicals aic used in Central Asia, and an¬ 
nual per capita use is 7-8 kg [5|. Inefficient 
irrigation has led to water wastage, water¬ 
logging, salinity, and contamination of 
underground sources. 

lllustiative of these environmental 
cataMioplic IS the Mow tlealh' of the Aral 
Sea, once the world’s fouith largest inland 
water body l ed by the Syr Darya (through 
Kazakhstan) and Amu Darya (through 
Uzbekistan) rivers, the Aral Sea Basin has 
been severely disturbed by waterlogging and 
salinity Irom over-u.se of irrigation water, 
chemical pollution, discharge of untreated 
sewage, and soil eiosion. The health and 
livelihoods of three million people im¬ 
mediately surrounding the sea are threaten¬ 
ed Other examples arc air, industrial, and 
nuclear pollution Ihe pioduction of air 
pollutants m Chimkent, Kazakhstan was in 
the Older ol .175 kg pei capita per year in 
compai ison lo 20 kg in the rest of the former 
.Soviet Union or KM) m New York City. In 
the Usi Damenogorsk legion, pollution of 
an, watei. and the physical environment has 
been c.iiiscd bs heavy mining and smelting 
industries lluoiosis amo.'ig children was 
repoitcdly 15 25 pci ccnl among children 
living (low list ream ot a massive aluminum 
plant ol the South Tajik Territorial 
Pioduclioii Complex on the .Amu Darya 
river In the seini-autonomous region of 
Semipaldlm.sk region ol Kazakhstan, nuclear 
testing, the last in 1990, has subjected the 
people to ladiation exposure. Radiation- 
induced cancers were commonly reported, 
but analyses of the available epidemiological 
data provided failed to confirm an elevation 
ot cancer incidence in comparison to rates 
in the United States 30 years ago. Cancer in¬ 
cidence in the region reportedly was 150-200 
per 1,00,000; leukemia among children three 
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per 1,00,000 in 1991; and birth anomalies l.S 
per 1,000 births. 

IV 

HEAi.TH Care System 

Ju.st as the former Soviet Union had a 
‘command economy’, the republics have 
inherited a command health care system. 
Health services are provided free by a cen¬ 
tralised medical bureaucracy that has 
perhaps the highest number of providers per 
client of any system in the world today. The 
system provides rudimentary health services 
under a unified approach that emphasises 
prevention as well as treatment. The four- 
tier system involves feldsher (paramedic) sta¬ 
tions at the village level, district (rayon) and 
regional (oblast) level facilities, topped by 
an assortment of advanced institutions at 
the national level (Thble 3). The well dispers¬ 
ed health systems function well, although 
they suffer from chronic under funding. 
Facilities are clean but run-down. Ninety per 
cent have electricity and heating, but SO per 
cent lack running water and 65 per cent lack 
rudimentary sanitation facilities |ll, 12]. 

Medical practices were basically sound but 
not optimal. Antibiotics and oral rehydra¬ 
tion solution (ORS). for example, were 
regularly prescribed for ARls and diarrhea, 
but standard therapeutic guidelines have 
been neither adopted nor applied. As a con¬ 
sequence, antibiotics, often multiple, were 
inappropriately prescribed along with other 
drugs of questionable efficacy. Unnecess'arv 
injections and infusions were common. 
Moreover, waste and iatrogenic hazards were 
widespread due to excessive hospital admis¬ 
sions and lengthy duration of stay 

Althougii standards of hygiene in all 
health facilities visited were exccptionallv 
high, perinatal care practices in obstetrical 
facilities were not optimal Very low C- 
section rates (3 per cent) sugge.sted that birth 
induction and injury was more frequent than 
necessary: tight swaddling of new borns 
restricted breathing, and the risk of 
agpiration-induccd pncjinonias was enhanc¬ 
ed by the backward positioning ol babies in 
cots. None of the obstetrical I'acihiies visii<-d 
were ‘baby friendly’ in itrnis ol international 
standards. Significantly, the promotion of 
breast-feeding was not vigoious. Maternity 
wards had no looming in for mothers, and 
breast-feeding was scheduled at regular 3 5 


FIGURE 3: Trends in birth. Death, and Iniant Mortality Raibs in 
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hour intervals rather than upon demand 
The problem appeared to be exacerbated by 
the unsupportive attitudes of ihe medical 
profession, women’s work in the labour 
force, and the wide use of baby foods often 
introduced at 2-3 months. Some hospitals 
and health centres visited displayed up to I.s 
different brands of infant formulas 


l.x>oniiiig lloaltli Oisis 

Although mass hunger, epidemics, and 
deaths have thus far been avoided, the 
political and economic crises have caused 
widespread hardship, especially as com¬ 
promised food intake. The most immediate 
threat to health in the republics is a slow but 
steady erosion of the health care and food 
systems that could, if uncorrected, lead to 
paralysis or breakdown of these social 
systems so desperately needed in these limes 
of crisis. 


TAHIt 3. HirALTII CxKt SYSTEM IN KA/AKHSIAN 


Uvel 


Production Served 
(Thousands) 


Facililies or IVpc 


Personnel 

(Number) 


1 National 

17,000 

Speciality hospitals/ 
specialist institutes 

7-10 

11 Oblast 

1.000 

General hospitals/ 
specialised hospitals 

19 



Children hosintals 

IS 

III Rayon 

30100 

General hospitals with 
major specialities 

234 

iV Uchastv-k 


Cotuge hospitals 

829 

Commune 

0 5-5.0 

Polyclinics 

204 



Ambulatories 

1139 

S'ttiement 

OlO.S 

Feldsher and/or 

Accoucheur 

5,190 


Year 

HI-AI III CARt 

In health care, chronic constraints are be¬ 
ing exacerbated by an acute shortage of 
essential vaccines, drugs, and medical sup¬ 
plies Uy September 1991, the supply of 
■■Tccme had been depicted, and a 
shortage ol HC'G, polio, and DPT vaccines 
was reported Some republics also reported 
a shortage ol syimges and needles. These 
shortages compounded by low staff morale 
(due to plummeting salaries) could, if left 
unattended, paralyse these basically well- 
functioning services Withdrawal of im¬ 
munisation coverage, for example, could 
result in epidemic of measles and other in¬ 
fectious diseases, initially localised and later 
more widespread Surprisingly, despite the 
critical stock situation, rationing has yet to 
be instituted by an inflexibtc bureaucracy 
unable to respond quickly. 

Fiscal stringency was the greatest threat 
to the health system. Already modest relative 
to other ministries, health budgets have been 
cut back as subventions from Moscow have 
ceased and domestic revenues have fallen. 
Health budgets, ranging from 6 to 12 per 
cent of total government spending, provid¬ 
ed an equivalent of rubles 50-100 per capita 
annually. As 40-50 per cent of the health 
budget went for salaries and 25 per cent for 
facilities and transport, the most vulnerable 
parts of the health budgets were the costs 
of vaccines, drugs, supplies, and food for 
supplemental nutritional feedings. Thus, the 
danger is an intact health system unable to 
perform its basic functions or to respond to 
health emergencies because of lack of 
materia] supplies. 
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Fioure 4: Major Causes of Di- aths among Children under five Years. Tajikisian 1991 
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SOCIAL PROTECTION 

Challenges to the health systems will be 
accompanied by more fundamental stresses 
in the food and social security systems of 
the republics. Even before the recent crisis, 
poverty and economic deprivation, now 
worsening, were widespread in the republics. 
In 1989, one-third to three-quarters of 
households in these republics, the highest 
levels in the former Soviet Union, were under 
the poverty line with reported per cRpita in¬ 
comes of less than rubles 100 monthly. 
Household incomes probably fell through¬ 
out the 1980s, with a more precipitous 
decline over the past year [7, 8). Poverty in 
these republics is widely shared. 

All of the republics have in place long¬ 
standing safely nets of allowances and 
benefits, in cash and in kind, to protect 
vulnerable groups. The schemes are complex 
ranging from coupon systems that cover vir- 
lually the entire population to allowances for 
families and individuals under specified cir¬ 
cumstances. It was estimated that up to 80 
per cent of the population qualified for one 
or more benefits—poor families, families 
with large numbers of children, the sick or 
unemployed, children, mothers, and the 
elderly, or disabled or handicapped children. 
For many families, these allowances and 
benefits can constitute a substantial share 
(up to halO of total household income. For 
many individuals, the allowances were the 
sole source of fiscal support 

Over the past year, the five republics 
announced sweeping reforms of social 
benefits in efforts to protect vulnerable 
populations against the recent inflation. In 
July 1991, the republics passed an act to 
unify the family benefit system, involving the 
indexation of existing social allowances 
against a set standard — the minimum wage. 
As the rate of increase of the minimum wage 
has not matched those of prices, this form 
of indexation, and hence the derived 
allowances, has become increasingly inade¬ 
quate. The erosion of benefits is shown in 
Ihble 4 for 'Hirkmenistan. lo-kind benefits, 
such as child-feeding programmes, have also 
been reduced or withdrawn. The reductions 
of purchasing power for food, the secular 
decline in breastfeeding, and cutbacks on 
nutrition programmes could combine to 
place many children and women in nuiri- 


ioiim MOn. 19.,, 


tional jeopardy. The risk is aeceniuaicd by 
shortages of diicd milk powdei, normally 
imported from Russia and the Ukraine. The 
republics’ networks of free ‘milk kitchens’ 
(which cover about 40-60 per cent ol 
children up m thicc years) ate under severe 
budgetary picssurcs due to high food coHt.s 
and lack ol supplies Some have alicady 
ceased fiinclioniiig Also under pressuie are 
pre-school and priiu.uy school I'ecdiiig pio 
grammes and spc,.ial tood allowances gi\cii 
to pregnant and UjLtating iriolhers 

The efforts b\ hiiiiilics to cope w itli ihevc- 
reductions have been matched b;’ the elloiis 
of governmenis lo sustain these popnlai 
benefits. The fiscal buidcn ol these social 
programmes on giuerninerit budgets has 
been huge and using, making up 20 40 per 
cent of total government budgets In 
Turkmenistan, the govcinnitiil budget used 
to receive as much subsidy (loin Moscow as 
all of its domcsiKally gciieialed revenues 
combined. Current levels ol beiieliis caniu t 
be sustained miuli longer W illi little pio 
speci of additional leveniics in sight, it .terie 
mcvilabie that the allowance and benefit 
schemes will face major reductions m the 
near future. 

Reduced allowauets will ie.siiic( it^od de 
rnand, but theic aie lood siipplv i>ioblcnis 
as well. With the exception ol Ka/aklisla:i 
which is a major foodgrain exportcis tlu 
other republics arc heavily dependent iijion 
food imports (Thble 2). Formerly, the move 


Moscow Cut off from former supply 
source-., tlic repc,bites have been forced to 
begin mdcpen.lcnt trade (or barter) for food 
impoits But the republics lack currency to 
purchase, they also lack institutional capaci¬ 
ty to negotiate contracts and toprocureim- 
poiLcd food. Internal distribution systems 
wiiluii the lepubhcs are well developed. 
Although there is currently no food 
eincrgeney, shortages of food availability 
may soon be iipon all four of the food deficit 
lepiiblK.s 


Vi 

,'v,t 

i ‘f.- o, .bill 1 . 11 -', 111 tin 1 C publics, along 
-ii;' .1 oih’r cTS eoun-rics, i.> entirely un- 
in- • I riled I ipidly evolving, and unprcdic- 
. i g Hi ,1 li.ijeeioiy and velocity Indeed, 
dll' 1.1 s dcties traditional classirication of 
buinaiiK.iuan emergencies’ caused by 
iM'iir.rl disasters, iccimological and en- 
.iioiimeiiial catastrophes, or manmade 
.onnielslU! The danger is that the wefl- 
ilevclopcd tiealth ami .social protection 
systems may become paralysed due to fiscal 
'ireisiires and shortages of essential supplies. 
I here is also the possibility of a breakdown 
of food supply leading to widespread 
hunger. A downward spiral of widespread 
human suffering may not be simply confin¬ 
ed to health, as acute hunger, epidemics, and 
deaths ob-/iousiy could destabilise fragile 
political and economic systems. 


Taile 4: Child Allowances. Student Stipends, and Pension Beni his in fuR^ML-.isi/o 

(1991-1992) 


Category _ Roubles/Mon lh fVi C ent 

“1991 1995 increase 


Children 


0-l.S years 

130 

210 

162 

l . i -6 yean 

80 

180 

225 

Clothing (quarterly) 

J(L70 

170-210 

.i-M) 3<Kt 

Student 

School lunches 

2$ 

70 

280 

6-18 yean 

40 

105 

262 

'Ihchnical 

HO 

315 

286 

University 

130 

350 

269 

Mothen at home with 

childien three years 

50 

123 

246 

Elderly pension 

120 

350.1150 

291-958 


The iiiajoi goal of external assistance, 
thereto c, should be lo maintain the essen¬ 
tial functions of existing systems critical for 
prottvtiiig health, for meeting basic needs, 
and for preventing hunger, epidemics, and 
human suffering. Actions must be targeted 
at preventing the collapse of the countries' 
basic svstems in food and health care to avert 
large scale human siilfcring. while at the 
same time contnf.uting to longer-term 
reforms in the .social sectors that necessarily 
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will accompany political And economic 
transitions. 

Critically needed vaccines include 
measles, BCG, polio, and DPT. High priori¬ 
ty essential drugs are oral rehydration solu¬ 
tion for diarrhea tORS) and low cost but 
effective antibiotics against the most 
prevalent infections. Critical supplies 
include syringes, needles, sutures,, gauze, 
anaesthetics, and basic surgical supplies. 
Carefully selected and targeted nutritional 
supplements of fortified dried skim milk, 
viiamin/mineral supplements for mothers 
and children, and informational campaigns 
on breastfeeding would complement the 
medical assistance. Lxing-standing health 
problems such as lack of contraception, high 
rates of induced abortions, and environmen¬ 
tal health hazards deserve a measured 
response to ensure that they do not exacer¬ 
bate acute problems and yet the process to 
their longer-term repair is initiated. 

Ibchnical support should be considered an 
integral component of immediate external 
assistance. The situation in these republics 
is unusual in that they have no knowledge 
of, exposure to, or experience with foreign 
commodities, international standards, 
modes of international agreements, or even 
foreign drug names. Indeed, the capacity for 
managing international transactions is as 
underdeveloped in the republics as in many 
of the least developed countries. The iden¬ 
tification of badly needed supplies, effective 
utilisation of donated commodities, ap¬ 
propriate targeting of inputs, and the rela¬ 
tionship of these emergency actions to 
longer-term structural reform processes all 
would benefit from technical interaction 

External assistance should also support 
those who are most vulnerable and those 
most responsible for family coping during 
crisis, namely, women The positive 
achievements in gender equality, such as 
superior female versus male life expectancy 
and near universal female literacy in the 
republics, should be drawn upon in these 
times of crisis. Women arc being required 
to shoulder a heavy burden. Groups of 
women consulted exprc.ssed concern over 
dwindling household budgets, increased time 
demands, the implications of declining ser¬ 
vices, and the possibility of rising unemploy¬ 
ment. They arc also victims of social and 
family disorders, violence, and alcohol 
abuse. Several groups expressed concern also 
over the resurgence of religious fundamen¬ 
talism which would resurrect restrictive prac¬ 
tices such as ‘purdah’, ‘burkahs’, or veils— 
regressive social praaices that had been 
largely overcome. 

VII 

Coocluaion 

Times of crisis are also moments of 
opportunity. Faced with a human emergen¬ 


cy and having newly attained national 
sovereignty, the people and governments of 
these republics are open, indeed anxious, to 
embark on new paths to national develop¬ 
ment. The achievement of national self- 
sufficiency will require political and 
economic reform, which inevitably will result 
in changes in the social sectors. With the 
urgent and immediate support of the inter¬ 
national community, these republics can 
oveicpme sKort-term transitional difficulties 
giving them breathing space to implement 
long-term political, economic, and social 
reform. An ounce of prevention now would 
be worth a pound of cure later. 

Urgent health assisunce froth the inter¬ 
national community has been estimated to 
approximate only US S 100 million over 
1992-93. This comes to about S 2 per capita 
to maintain the functionings of a critically 
important health care system in these times 
of crisis. For the CIS as a whole, the level 
of required assistance recommended would 
total S 420 million, a modest sum in com¬ 
parison to the benefits in human suffering 
averted and to the billions proposed for in¬ 
dustrial and economic assistance. 

In health, privatisation and marketing of 
medical services, begun modesily under 
perestroika, arc already under active con¬ 
sideration Kazakhstan, for example, has 
already gazetted regulations lor medical 
insurance, though only one small company 
IS in operation and little analysis appears to 
have been done on how health insurance 
would acliially operate, lei alone what else 
would be needed to ensure the continuation 
of primary health care including preventive 
services Private medical practice (alter of 
ficial hours), instituting user-charges for cer¬ 
tain services (dental, cosmetic), lec-foi- 
scrvice comracis (between health facilities 
and state and collective farms), and health 
insurance (initially voluntary, latci com¬ 
pulsory) are all under active consideration. 
Government revenues from privatisation, 
marketisaiion, and new investments, 
however, will not bear much Iruit within the 
next several years 

Movement towards long-term food sell- 
sufficiency has also already begun in some 
of the republics. Transformation of agri¬ 
culture from cotton to food production and 
from slate and collective farms to private 
land ownership have already been initialed 
Successful transitions, however, will require 
time and also will depend upon the develop¬ 
ment of ancillary agricultural services in 
research, extension, markets, and credit. 

The success of longer-term transforma- 
lions IS by no means certain. No one, either 
within or beyond the republics, has a stan¬ 
dard model that can be applied with 
guaranteed success. Scandinavian, Cana¬ 
dian, Chinese and other national models 
may be relevant, but their affordability and 
practicality are uncertain under these cir¬ 


cumstances. Whatever the outcome, it is 
critically important that positive aspects of 
the current systems not be dismantled 
without adequate provision for those who 
could slip through the social safety net. Nor 
should one of the world's most densely staff¬ 
ed and equitably distributed health care 
systems be entirely privatised or dismantled 
for the sake of resource mobilisation and in¬ 
creased efficiency. The transformation of the 
social sector in these republics, that will 
necessarily accompany political and 
economic reforms, should seek to retain as 
much as possible of those aspects of the past 
that have served the people well, while 
simultaneously embracing innovation and 
reform that promise to advance the health 
of their people into the future. 
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Identifying Other Backward Classes 

A Ramaiah 

Under Article 340 of the Indian Constitution, it is obligatory for the government to promote the welfare of 
the Other Backward Classes (OBCJ. The Mandal Commission which was set up for the purpose recommended 
27 per cent job reservations in government services for the OBC. However, implementation of such recommenda¬ 
tions has been vehemently apposed by a vocal section. This paper, presenting the recommendations of the Man¬ 
dal Commission, brings out some technical errors in the criteria and approach adopted in identifying the OBC 
and their representation in government services. Alternative ways of identifying the deserving OBC have also 
been suggested. 


TRANSFORMING India into an egalitarian 
society and strengthening its unity and 
integrity will remain a myth as long as the 
widening gap between the attitude of the 
rich and the poor, the high castes and the 
low castes, and the religious and ethnic 
majorities and the minorities towards each 
other is not changed signiricantly for the 
better. Such change in the people’s attitude 
cannot be brought about overnight Cen¬ 
turies old caste and religious practices which 
have got ingrained in their social-cultural 
milieu cannot be uprooted so easily. It is a 
long-term process, but it is imperative. 

lb bring all those who are considered the 
socially and economically backward on par 
with the rest of the society, it is a must that 
they should be assisted in all possible ways. 
Education which can accelerate amongst 
them the process not only of conscientisa- 
tion but also of becoming economically 
independent should be made accessible to 
everybody. But given the heterogeneity in the 
existing socio-economic status, only some 
are able to climb the socio-economic ladder 
while the rest cither remain at the same posi¬ 
tion or find their position declining. The 
practice of untouchability which is very 
much part of the tradition that wc have 
inherited is prevalent even today. Hence the 
existing protective and welfare measures 
provided in the Con.siiiuiion for the 
untouchables, officially known as the 
scheduled castes. However, besides the un¬ 
touchables, there exists a huge proportion 
of people who are identified as socially and 
educationally backward classes. Talk of im¬ 
plementing similar welfare measures to this 
section (OBC) has ignited rcscnimeni 
especially among the high castes. However, 
It is the constitutional obligation of the 
government under Articles 340(1). 340(2) 
and 16(4) to promote the welfare of the 
OBCs. 

Article 340(1) 

The president may by order appoint a 
commission, consisting of such persons as 
he thinks, fit to investigate the conditions 
of socially and educationally backward 
classes within the territory of India and the 
difficulties under which thev labour and to 
make recommendations as to the steps that 
should be taken by the union or any state 
to remove such difficulties and as to improve 
thrir condition and as to the grants that 
should be made, and the order appointing 


such.commission shall define the procedure 
to be followed by the commission. 

Article 340(2) 

A commission so appointed shall in¬ 
vestigate the matters referred to them and 
present to the president a report setting out 
the facts as found bv them and making such 
recommendations as they think proper. 

Article 15(4) 

Nothing in this aiiicle or in clause 2 of 
Article 29 (proteciion of minorities) shall 
prevent the state from making any special 
provision for the advancement of any social¬ 
ly and educationally backward classes. 

Article 16(4) 

Nothing in this article shall prevent the 
state from making any provision for the 
reservation of appointments or posts in 
favour of any backward class citizens which, 
III the opinion of the state, is not adequately 
represented in the services under the slate. 

Despite the fact that the term ‘backward 
class’ has appeared more than once in the 
Constitution of India, it has not been defin¬ 
ed clearly in the Constitution. Thus there 
was a need to determine backwardness by 
means ol adopting suitable criteria and iden¬ 
tify all those who come under the backward 
classes category. 

Firs^i B.%ckwarij f I Assts Commission 

Adhering to Article 340, the First 
Backward Classes Commission was set up 
by a presidential order on January 29, 1953 
under the chairmanship of Kaka Kalelkar. 
Its terms of references were to: 

(a) determine the criteria to be adopted in 
considering whether any sections of the 
people in the territory of India in addi¬ 
tion to the SC and ST as socially and 
educationally backward classes, using 
such criteria it was to prepare a list of 
such cla.>.ses setting out also their approx¬ 
imate members and their territorial 
distribution; 

(b) investigate the conditions of all such 
socially and educationally backward 
classes and the differences under which 
they labour and make lecommendauons: 

(i) as to the steps that should be taken 
by the union or any state to remove such 
difficulties or to im{myvc their economic 


condition, and (ii) as to the grants that 
should be made for the purpose by the 
union or any state and the conditions 
subject to which such grants should be 
made; 

(c) investigate such other matters as the 
president may hereafter refer to them; 
and 

(d) present to the president a report setting 
our the facts a.s found bv them and mak¬ 
ing such recommendations as they think 
proper. 

For identifying socially and educationally 
backward classes, the commission adopted 
the following criteria; 

(1) Low social position in the traditional 
caste hierarchy of Hindu society 

(2) Lack of general educational advancement 
among the major section of a caste or 
community. 

(3) Inadequate or no representation in 
government services. 

(4) Inadequate representation in the field of 
trade, commerce and industry. 

The commission submitted its report on 
March 30, 1955. it had prepared a list of 
2,399 backward castes or communities for 
the entire country and of which 837 had 
been classified as the ‘most backward’ Some 
of the most noteworthy recommendations 
of the commission were. 

(i) undertaking castc-wise enumeration of 
population in the census of 1961, 

(ii) relating social backwardness of a class 
to Its low position m the traditional caste 
hierarchy of Hindu society; 

(ill) treating all women as a class as 
‘backward’; 

(iv) reservation of 70 per cent scats in all 
technical and professional institutions for 
qualified students of backward cla.sses; 

(v) minimum reservation of vacancies in all 
government services and local bodies for 
other backward classes on the following 
scale: cla.ss I - 25 per cent; class II - 33'/i 
per cent; class III and IV = 40 per cent. 

There was considerable divergence of opi¬ 
nion among the members of the commission 
as to what should be the criteria of 
backwardness. However, the commission in 
its final report recommended ‘caste' as the 
criteria to determine backwardness. But this 
report was not accepted by the government 
as it feared that the backward classes exclud¬ 
ed from the caste and communities selected 
by the commission may not be considered 
and the really needy would be swamped by 
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the niLltitudc and would hardly receive 
special attention. Thus, there \Na'< a need of 
a second backward classes of commission 

Manoai Commission 

The decision to set up a second backward 
classes commission was made official by the 
president on January I, 1979. The commis 
Sion popularly known as the Mandal C om 
mission, its chairman being B P Mandal It 
submitted the report in December 1980 i he 
terms of icfercrice for the commission were 

(1) to detenriine the criteria for d'-fining the 
socially and educationally b.tckward 
classes, 

(2) to recommend the steps to be taken to' 
their advaiiceiiiciit; 

(3) to CKamiiie the desirability oi otherwise 
for making any provision for the reser¬ 
vation ol appointmciits or p.oits in then 
favour; and 

(4) to present a report setting out the tacts 
found by the commission 

The Mandal Commission adopted vaiious 
methods and techniques to lolicct the 
necessary data and evidence to luifil the 
above objectives. 

The c'ommission prepared thiec question¬ 
naires: one for the suite govci nmenl, another 
for the central ministries and yet another lor 
the general public besides its extensive lours 
in the country to collect the necessary 
evidence. A socio-educanonal 'ield siiivev 
was organised under the panel o( experts 
with M N Srinivas as chairman. I his study 
also included caste studies, analysis of data, 
village monographs and study ol legal and 
constitutional issues, lo identify the social 
ly and educationally backward classes, the 
commission adopted 11 criteria which could 
be grouped iiiidei three ma)or h'adiiigs. 
social, educational and ccunomic Jh' 1) 
criteria are as follov s 
Social 

(i) Castes/classes considered as socially 
backward by others 

(ii) Castes/classcs which niamly deix-nd on 
manual labour for ihcu iivchhotid 

(iii) Castcs/classes where at least I'l [vr cem 
females and 10 pet cent male, above 
the slate average gel iimi iicd at an age 
below 17 years in rural areas and at 
least 10 per cent femak-s ,md .S fvr crni 
males do so in urban aieas 

(iv) Castes/classes wheie parti, niatinn ol 
females in work is at least 2 pei cni 
above the state average 

Educational 

(v) Castes/classcs where the nunibci oi 
children m the age group ol 515 years 
who never attended school is at leas> 

25 per cent above the state avciage. 

(vi) Castes/classcs where the talc of student 
dropH>ui in the age group of 5-15 yeais 
IS at least 25 per cent above ti.e state 
average. 

(vii) Castes/classes amongo. w bom the pro¬ 

portion of matriculates is at least 2^ 
per cent below lb.. -ififr? 


Economic 

(viii) Castes/classes where the average value 
of family assets is at least 25 per cent 
below the state average 
fix) Casies/classes where the number of 
families living in kuccha houses is at 
least 25 per cent above the state 
average. 

(x) Casies/classes where the source of 
dunking water is beyond half a 
kilometre for more than 50 per cent ol 
the households. 

(m) Casies/classes where the number of 
households having taken consumption 
kians IS at least 25 per cent above the 
'.laic average 

()l these three groups, separate weightage 
was given to indicators of each group. A 
wt'ighiagc of three points each was given to 
all the social indicators. Educational in¬ 
dicators were given two points each. And 
economic indicators were given one point 
each In addition lo social and educational, 
economic indicators were considered impor¬ 
tant as they directly flowed from social and 
educational backwardness mainly to 
highlight the fact that socially and cduca 
tionally backward classes are economically 
backward also. 

Il can be undeistood from the values giscn 
(o cash indicatoi that the total adds up to 
22 All these 11 indicators weie applied lo 
all the castes covered by the survey for a par 
iiculai state All ca.stes which had a score of 
."iO per cent (i e. II points) or above while 
applying the said score were listed a.s sos ially 
and educationallv backward and ibc icst 
■were treated as ‘advanced’. 

Using the above-mentioned ciiteria, the 
commi.ssion identified 3,743 caste groups as 
olhci backsyaid classes 

f-igurc' of caste-wise population arc not 
available beyond 1931 So the commission 
used 1931 census data to calculate the 
number of ttBCs The population of Hindu 
OBCs was derived by subtracting from the 
uilal population of Hindus, the population 
of .S( and Sf and that of forward Hindu 
castes and communities, and ii worked out 
to be 52 per cent Assuming that roughly the 
proportion of OBfs amongst non Hindus 
was of the same order as amongst the 
Hindus, population of non-Hindu OBC s 
was also considered as 52 per cent of actual 
proportion of their population of 16.16 per 
cent or R 40 pci cent The total population 
of Hindu and non-Hindu OBC therefore 
(latiirally added up to nearly 52 per cent of 
die country's population. 

1 lie tollowing are the recommendations 


of the Mandal Commission to improve the 
lot of the OBCk. , 

The population of OBCs which includes 
both Hindus and non-Hindus is around 32 
per cent of the total population. However 
only 27 per cent of reservation was recom¬ 
mended owing to the legal constraint that 
the total quantum of reservation should not 
exceed 50 per cent. The already existing 
reservation for SC and ST is in tune with 
their proportion to total population, i e, 13 
per cent for SC and 7.2 per cent for ST and 
together amounts to 22.3 per cent is to be 
taken into account, while counting the total 
percentage of reservation. States which have 
already introduced reservation for OBC 
exceeding 27 per cent will not be affected by 
this recommendation. With this general 
recommendation the commission proposed 
the following over-all scheme of leservation 
for OBC: 

(1) Candidates belonging to OBC recruited 
on the basis of merit in an open com¬ 
petition should not be adjusted against 
their reservation quota of 27 per cent. 

(2) The above rescivation should also be 
made applicable to promotion quota at 
all levels 

(3) Reserved quota remaining unfilled 
should be carried forward for a period 
of three years and dereserved thereafter 

'•'l Relaxation in the upper age limit for 
direct recruitment should be extended to 
the candidates ol OBC in the same man¬ 
ner as done in the case of SCs and STs. 

(5) A rosier sy,slem for each category of 
posts should be adopted by the concern¬ 
ed authorities in the same manner as 
presently done in respect of SC and ST 
candidates 

these recommendations in total arc ap¬ 
plicable to all rccriiitmcnl lo public sector 
undertakings both under the central and 
slate goveriiments, as also lo nationalised 
banks 

/Ml private sector undertakings which have 
received linancial assistance from the 
gtrvcnimorii in one form or other should also 
be obliged to recruit personnel on the 
aforesaid basis. 

All universities and affiliated colleges 
should also be covered by the above scheme 
ol reservation. 

Although education is considered an im¬ 
portant factor to bring a desired social 
change, 'educational reform’ was not within 
the terms of reference of this commission 
The commission was expected to suggest 
palliative measures within (he existing 
framework. 


I ABl 1 Rl PRl.Sl.NIAt ION Ot SC/ST ANO OBC EMPI«Yl.r5 IN CovbRNMENT SERVICES 


category (it Employees 


Class I 
Class II 
Class-Ill 
All classes 


Total Number of 
Employees 


Percentage of 
SC/ST 


174043 

912786 

484646 

1571475 


05.68 

18.81 

24.40 

18.71 


Percentage of 
OBC 


04.69 

10.63 

24.40 

12.53 


Sounc. Reran of ihe Backward Classes Commission (1980), First part, p 42. 
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The commission suggested that there 
should be additional funds and framing of 
integrated scheme for creating proper en¬ 
vironment and incentives for services and 
purposeful studies. 

To promote literacy the following 
measures were suggested: 

(i) An intensive time-bound programme for 
adult education should be launched in 
selected pockets with high concentration of 

OBC population; (ii) Residential schools 
should be set up in these areas for backward 
class students to provide a climate specially 
conducive to serious studies. All facilities in 
these schools including board and lodging 
should be provided free of cost to attract 
students from poor and backward homes; 
(iii) Separate hostels for OBC students with 
above facilities will have to be provided; (iv) 
Vocational training was considered 
imperative. 

It was recommended that seats should be 
reserved for OBC students in all scientific, 
technical and professional institutions run 
by the central as well as state governments. 
The quantum of reservation should be the 
same as in the govcinment services, i e, 27 
per cent. These states which have already 
reserved more than 27 per cent seats for 
OBC students will remain unaffected by 
these recommendations. Students of OBCs 
selected in reserved quota should be given 
special coaching assistance. 

Members of village vocational com¬ 
munities tivho want to set up small-scale 
industries on their own should be given 
suitable institutional finance and technical 
assistance. And similar assistance should be 
extended to those promising OBC candidates 
who have undergone special vocational 
training. In this regard, separate finanaal in¬ 
stitutions should also be established. It was 
also considered imperative that all state 
governments should create a separate net¬ 
work of financial and technical institutions 
to foster business and industrial enterprise 
among OBC as a part of its overall strategy 
to uplift them. 

The commission felt that a radical 
transformation of the existing production 
relations is the most important single step 
that can be carried out for this welfare and 
uplifunent of all backward classes. The com¬ 
mission recommended that all slate govern¬ 
ments should be directed to enact and 
implement progressive legislation. 

It also suggested ti:at a part of surplus 
land as a result of the operation of ceiling 
laws should be allotted not only to SC and 
ST but also to OBC landless labourers. 

The Mandal Commission recommended 
that all development programmes at the state 
level especially designed for OBC should be 
financed by the central government in the 
same manner and to the same extent as done 
in the case of SC and ST. 

The commission suggested that the entire 
operation of its recommendations should be 
reviewed only after 20 years. 

Although ^1 these recommendations and 


su gg e sti ons are acceptable to many, there are 
differences of opinion in supporting them 
fully. There are two maior reasons for it One 
arises out of total ignorance of the objec¬ 
tives behind such recommendations and also 
due to lack of understanding of the real 
cause for the escalating problem of 
unemployment. 

Resoving 27 per cent of government jobs 
to those who have been identified as socially 
and educationally backward classes by the 
Mandal Commission besides the existing 
22.S per cent for SC/ST lias caused a sense 
of fear among non-SC/ST and OBC 
students that their future is doomed, all their 
efforts to achieve higher education will 
become meaningless, and all their job op¬ 
portunities are going to be usurped ^ 
SC/ST and OBC. It is to be remembered 
that even if we leave all the job opportunities 
in open competition, the unemployment 
problem is not going to be solved. 

ignoring or being ignorant of the 
reality, students went berserk during the 
anti-reservation agitation. Unfortunately, 
some of them went to the extent of self- 
immolation. The media and some of the 
political leaders eulogised and glorified such 
incidents instead of condemning and 
discouraging them Such incidents were por¬ 
trayed as protest against casteism and com- 
munalism As a result, many students tried 
to immolate themselves. While extending my 
heartfelt sympathy to those parents who lost 
their children in the anti-reservation agita¬ 
tion, I also question the inhuman way in 
which some of rtie innocent students and 
even a few school children have been 
forcefully burnt by the agitating students 
and named them all as acts of self- immola¬ 
tions against Mandal Commission recom¬ 
mendations. These ‘conscious and patriotic' 
students never protested when innocent 
Sikhs and Muslims were ruthlessly 
murdered, when Harijan women were raped 
and murdered, when a few Harijans were 
forced to eat human excreta, when Harijans 
were killed en masse in rural areas and when 
a Harijan cop was stoned to death just for 
taking shelter for a few minutes on the steps 
of Hanuman temple. 

The other arises out of a critical approach 
and understanding of the justification at¬ 
tributed and criteria adopted to the recom¬ 
mendations of Mandal Commission. It i.s 
represented by some of the intellectuals and 
critics of Mandaf Commission. Social scien¬ 
tists and intellectuals have opposed the 
Mandal Commission's recommendations on 
the ground that there are many technical er¬ 
rors in the methodology adopted for iden¬ 
tifying the educationally and socially 
backwarc* people They oppose it also on the 
ground that the justification advanced for 
reserving 27 per cent government jobs for 
OBC is not valid. 

First of all, let us see what are the criteria 
that the Mandal Commission adopted to 
come to the conclusion that the represenu- 
tion of OBC employees in government ser¬ 
vices is lesser than that of SC and ST. 


Criteria furnished to central govenunent 
offices for identifying OBC employees for 
both Hindu and non-Hindu communities: 

(a) In respect of employees belonging to the 
Hindu Communities 

(i) an employee will be deemed to be sodally 
backward if he does not belong to any of 
the three twice born (Dvij) ‘varnas’, i e, he 
is neither a brahmin, nor a k jhatriya/nor a 
vaishya; and 

(ii) he will be deemed to be educationally 
backward if neither his father nor his grand¬ 
father had studied beyond the primary level. 

(b) For non-Hindu Communities 

(i) an employee will be deemed to be socially 
backward if cither (I) he is a convert from 
those Hindu communities which have been 
defined as socially backward as per para (a) 

(i) above, (2) in case he is not .such a con¬ 
vert, his parental income is below the 
prevalent poverty line, i e, Rs 71 per head 
per month. 

(ii) he will be deemed to be educationally 
backward if neither his father nor his grand¬ 
father had studied beyond the primary level. 

It may be noted, an employee will qualify 
for membership of OBC only if, both social¬ 
ly and educationally, he is found to be 
backward according to the above criteria 

Of the various criteria adopted to iden¬ 
tify the number of OBC employees in 
government services, let us see criteria 
(aXi) and (aXii) which may be called the first 
set of criteria and compare them with all 
those three criteria (v, vi and vii) adopted 
to identify the educationally-backward peo 
pie which may be called the second set of 
criteria. 

While looking ai these two sets of criteria, 
there seems to be some technical errors in 
the nature of criteria adopted for the pur¬ 
pose. The commission instead of finalising 
the list ol OBCs first and then identifying 
among them the number of those employed 
in government services, using some criteria 
arbitrarily, had already finalised the list of 
the so-called OBC employees in government 
services who may or may not fall in the 
category of OBC according to the criteria 
adopted later by Mandal. Second, when a 
particular sei of criteria was adopted to 
decide whether or not an employee in 
government service is socially and educa¬ 
tionally backward, the same set of criteria 
should have been adopted to decide whether 
or not an individual is socially and educa¬ 
tionally backward. Had the commission 
adopted the same set of criteria the popula¬ 
tion of OBC would not have accounted for 
52 per cent. As the prop>ortion of OBC 
employees tn government service is found to 
be les^, the proportion of OBC population 
would have also been less. The II criteria 
model adopted later by Mandal to identify 
the OBC has in fact included a huge propor¬ 
tion of population into OBC category which 
according to the first set of criteria was not 
part of OBC. This can be understood if we 
lodk at the first set of criteria to identify the 
proportion of OBC employees in govern- 
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mem services. The emphasis has been placed 
on the educational achievements of the 
employees' fathers and grandfathers instead 
of emphasising on the employees themselves. 
This IS needed because the employment 
achievement of an individual depends ditcct- 
ly on his/her educational achievement and 
not on his/her father's or grandfather's 
educational achievement although it may 
contribute indirectly in the longer run. 

1 x 1 us now sec how far the conclusion that 
the representation of OBC employees in 
government sc'vicc.s is less than that of 
SC/ST Table giving the details of represen¬ 
tation of one and SC''Sr employees in 
gOYcrnmeni service' indicates that the 
percentage of OFU; empk'yecs in Class-1 and 
ClasS'II services accounts for 04.69 and 
10.6.^ respectively whereas the same of 
SC/ST accounts for 05.68 and 18 81 respec¬ 
tively. It IS rather unliclievabic. The OBC 
who had the access to start their educational 
cartel next to brahmins but much before the 
SCs and STs would dermitely be having more 
number of educated lathers and grand¬ 
fathers than that of the SCs and STs. In that 
case the number of OBC employees in 
government services is bound to be much 
more than that of the SCs and STs. B K Roy 
Burman aptly queslissns, “can any one with 
intimate knowledge of the social scene in 
India say that even among the scheduled 
castes and scheduled tribes there would be 
many persons in Cla.ss-1 jobs and whose 
fathers or grandfathers would not have read 
upto primary level” \Maihstn-am, September 
29, 1990). Then what could be the reason? 

Let us see criterion number a(ii) of the 
Tirsi set of criteria which declares that an 
employee will be deemed to be educationally 
backward if neither his father rioi his grand¬ 
father had studied beyond the primary level 
It is cleat that the commission while coun¬ 
ting the number of OBC employees in 
government services has taken into con¬ 
sideration only those employees who.se 
fathers or grandfatheis had noi studied 
beyond primary level and ii has left all othei 
employees whose fathers or grandfathers 
had studied beyond primary level I hi.s is 
perhaps an important reason why the pro¬ 
portion of OBC employees in government 
services is seen to be lesser than that of 
SC/ST 

Let us also see the criteria adopted to 
determine the educational backwardness of 
OBCs. While in the first set of cniena to 
decide whether or not an employee ctrmes 
under OBC, the educational achievement of 
employees' fathers or grundtathers has been 
considered an importani criteria, and in the 
second set of criteria to decide whether or 
not the OBC community as a whc>le i.s 
educationally backward or advanced the em¬ 
phasis has been laid only on the children’s 
educational achievement ignoring the educa¬ 
tional status of ihcir paicnts and grand 
parents. The educational status nf then 
parents and grandparent* slioul.l be given 
the mam consideration as »nK .such criteria 
can reveal the historical reasons behind then 
‘xducational stains 


The Mandal Commission’s recommenda¬ 
tions have been opposed on the ground that 
the term ‘backward classes* enshrined in the 
Constitution under Article 340 does not im¬ 
ply those whom Mandal has identified as the 
other backward classes. So, a clear under¬ 
standing of the meaning of the term is 
imperative. 

The meaning attached to the term 
‘backward classes’ as understood in recent 
days, seems to contradict the meaning 
attached to it during pre-independence 
period. For many during ^re-independence 
period, the term backward class was a 
synonym for untouchables. Over a period 
ol time the term has come to mean different 
things in different places. 

The term backward classes first acquired 
a technical meaning in the princely slate of 
Mysore. Preferential recruitment of back¬ 
ward communities was instituted in 1921 and 
they were defined as “all communities other 
than brahmins, who are not adequately 
represented in the public service", in 1928 
the Hartog Committee defined backward 
cla.sses in their glossary as “castes or classes 
which are educationally backward. They in¬ 
clude the depressed classes, aboriginals, hill 
tribes, and criminal tribes. 1 he Indian cen¬ 
tral committee not only excludes from 
backward classes the word depressed classes 
but includes in addition to tribals, some 
strata of the caste population. The state 
committee in Bombay proposed in 1924 that 
a wider group should be called backward 
cla.sses which should be divided into depress¬ 
ed classes (untouchables); aboriginals and 
hill tribes; other backward classes (including 
wandering tribes). They also noted, it should 
be renamed ‘intermediate castes’. According 
to Simon Commission the term backward 
classes refers to ‘intermediate castes'. 

The-United Provinces Hindu Backward 
Classes League founded in 1929 were of the 
view that the term ‘depressed’ carried a con¬ 
notation of uniouchability in the sense of 
causing pollution by touch as in the case 
of Madras and Bombay and that many 
communities were reluctant to identify 
themselve.s as 'depressed'. The league sug¬ 
gested the term ‘Hindu backward' as a more 
suitable nomenclature. The list of IIS castes 
submitted included all candidates for the un¬ 
touchable category as well as a stratum 
above. They were described as low socially, 
educationally and economically. In 1937. 
Travancorc discarded the nomenclature 
‘depressed classes’ and substituted the teim 
‘backward communities’ to include all 
educationally and economically backward 
communities The term backward classes 
was used in Madras to refer the strata above 
the untouchables. In 1934, the Madras Pro¬ 
vincial Backward Classes League was 
founded for the purpose of securing separate 
treatment from the “forward noii-Brahmin 
communities”. In November 1947 separate 
reservations were provided for these 
backward Hindus in the Madras service. 

It IS apparent now that there was no 
definite meaning attached to the term 
backward classes at the all-India level. 


Although the meaning of backward classes 
varied from state to state, representatives 
from Madras, Mysore and Bombay by the 
time pf constituent assembly were of the opi¬ 
nion that the term backward classes was a 
distinct term with technical meaning. Exam¬ 
ple, in Mysore the backward classes were all 
but brahmins, in Madras the backward 
classes were referred to a stratum of non¬ 
untouchable Hindu castes, and in Bombay 
the backward classes were not only SC and 
ST but also others who were economically, 
educationally and socially backward. 

Although, there waS no nationwide ac¬ 
cepted definition for the term backward 
class, the term has been used in the Indian 
Constitution 

However, as .stated earlier, no where in the 
Constitution, the term “socially and educa¬ 
tionally backward” has been defined. 
Ambedkar, the chairman of the drafting 
committee'of the Constitution, when asked 
about the criteria to be followed to deter¬ 
mine the social and educational backward¬ 
ness, explained, “we have left it to be deter¬ 
mined by each local govern mciit. A back¬ 
ward community is a community which is 
backward in the opinion of the government” 
As a result social scientists have come out 
with varying definition of who should be 
and who .should not be called OBC. There 
IS no consensus even among different state 
governments in this matter While some have 
lavoured the definition of OBC of Mandal, 
some others have rejected it altogether. 

I have earlier expressed the view that the 
term socially and educationally backward 
classes (SEBC) as it appears in the Indian 
Constitution under Article 340 is the same 
as the SC and ST and it only reflects their 
low position in the caste hierarchy and their 
educational backwardness I have also 
expressed that the OBC in practice do not 
like to be identified as socially backward 
although they claim to be so just for some 
government benefits [Mainstream, August 
18, 1990, p 19 ) This judgmeqt becomes 
more and more true in the light of the in¬ 
creasing number of atrocities meted out on 
SC by the high castes most o f whom come 
under OBC category. Andre Beteille and 
M N Srinivas have also expressed almost 
similar opinion on this issue Andre Beteille 
has rightly said “reservation to SC and ST 
are for all their limitation directed basically 
towards the goal of greater equality over all. 
Reservation for OBC and for religious 
minorities, whatever advantages they may 
have are directed basically towards balance 
of power" [The Times of India, September 
11. 1990]. 

But It docs not mean that all those who 
have been identified as SEBC are not so. 
There arc castes among OBC which suffer 
from caste discrimination like the SC and 
ST. These caste groups should not be in the 
list of OBC instead they should be incor¬ 
porated in the list of SC and according to 
the increase in the total SC population 
arising out of such inclusion of new castes 
in the list of SC, the percentage of reserva¬ 
tion available for SC should be increased. 
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There is another aspect in the Mandai 
Commission’s analysis of ‘sociidly and 
educationally backw^ classes' which needs 
some modification, ‘Tb |undersund the 
meaning of the term ‘socially and educa¬ 
tionally backward classes’ better, it may be 
bifurcated Into two: 1 Spcially backward 
classes, 2 educationally luckwaid classes. 
These terms are applicable for both Hindu 
and non-Hindu communities. According to 
the Mandai Commission, people belonging 
to socially backward classes among Hindus 
are those Hindus who fhll below the high 
castes in the caste hierarchy who are also 
known as the middle castes or intermediate 
castes and whose economic condition needs 
to be improved. Obviously the main em¬ 
phasis here has been laid First on identify¬ 
ing those castes which are considered socially 
backward and then among them the 
‘economically backward classes” have been 
identified. By and large, caste has been con¬ 
sidered the important criterion to determine 
individuals’ social backwardness. If this is 
taken as valid, then how can we call the 
Muslims, Christians, Buddhists and other 
religious minorities which do not or which 
are not supposed to believe in caste system 
socially backward? Is it because they are 
numerically minority? or is it because they 
believe in altogehter different religious faith, 
values and customs, or docs it mean that all 
the non-Hindu religions are inferior to 
Hindu religion? However, Mandai treated all 
those among nop-Hindu religions who were 
educationally and economically backward 
as socially backward. This certainly needs 
modification. The term ‘socially backward’ 
is applicable only for those Hindus who 
compared to the high castes, arc considered 
low castes. It cannot be applicable to people 
belonging to non-Hindu religions. Thus all 
those caste Hindus who are both educa¬ 
tionally and economically backward accor¬ 
ding to the Mandal's criteria may be called 
socially, educationally and economically 
backward castes (SEBCO and all those 
among non-Hindu religions who are both 
educationally and economically backward 
may be called ‘other backward classes' 
(OBCI). identifying among the SEBCt and 
OBCI the really deserving individuals as 
M N Srinivas suggested may not be an easy 
task in a country like ours, it is relatively 
easy to identify the deserving families among 
SEBCt and OBCI. Identifying deserving 
families instead of deserving individuals may 
help avoid problems <ike many individuals 
in the same family trying to avail all the 
existing provisions instead of one or two 
individuals in every family making use of 
such provisions. 

There is yet another aspect of the Mandai 
Commission’s recommendations which 
needs modification, i e, recognising caste 
identities in non-Hindu religions which do 
not believe in caste system. Most Christians 
and Buddhists in India were untouchables 
in the Hindu fold. They embraced non- 
Hindu religions mainly to get rid of the 
humiliating practices of caste discrimination 


meted out to them by the high caste people, 
if this is the main cause of embracing 
non-Hindu religions, then why should the 
government insist on caste identities in 
non-Hindu religions. We can take the case 
of neo-Buddhists. Most of them are those 
who were once untouchables. They need to 
identify themselves as SC to take advantage 
of any government assistance although they 
have embraced Buddhism. We can refer the 
criterion number (bMi) of those criteria 
adopted by Mand^ to identify the OBC 
employees in government services. This 
seems to defeat the very purpose of un¬ 
touchables renouncing Hinduism and em¬ 
bracing non-Hindu religions. The better way 
of helping them all will be that they all 
should be treated as part of the religious 
minorities, and among them we should iden¬ 
tify the educationally and economically 
backward families. As most of the converts 
(low caste people) are economically poor 
and educationally backward, all of them are 
bound to become the beneficiaries of those 
provisions extended to the non-Hindu 
religions/religious minorities/OBCI. 

The SEBCt and OBCI should be further 
divided into three categories: (1) those who 
are economically backward but educational¬ 
ly advanced; (2) those who are educationally 
backward but economically advanced; and 
(3) those who are both economically and 
educationally backward. All these three 
categories should be measured taking into 
account their present educational and 
economic status. 

For those families in which most of the 
members are educationally advanced but 
economically backward, there should be less 
or no percentage of reservation for admis¬ 
sion m educational institutions but 
maximum percentafe of job reservation in 
government services. For those families in 
which the per capita income of most 
members is very high but their educational 
advancement is very low, there should be less 
or no job reservation but maximum reser¬ 
vation for admission in educational institu¬ 
tions And foi those families which arc both 
educationally and economically backward, 
there should be maximum reservation for 
both education and employment The quan¬ 
tum of reservation should be decided taking 
into consideration the overall socio¬ 
economic development of the various castes 
and religious communities. 

CONt LUSION 

The government should m.ike a national 
level survey immediately and list out all the 
caste groups including that of the forward 
castes, and their socio-economic and educa¬ 
tional status. The survey should take note 
of all the technical errors found in the 
various criteria adopted by Mandai and for¬ 
mulate more rational criteria and scientific 
approach towards identifying the really 
deserving people within the castes and com¬ 
munities of each stratum of our society. 

The survey should not mix the socially, 


educationally and economically backward 
castes (SEBCt) with the other backward 
classes of non-Hindu religions, i e, the 
religious minorities (OBCI). After finalising 
the list of SEBCt and OBCI, we should find 
out the proportion of SEBCt and OBCI 
employees in government services. .The 
quantum of reservation should be finalised 
only after undertaking this exercise and 
understanding the magnitude of the problem 
of each caste and communities. For those 
who are economically well-off but educa¬ 
tionally backward, there should be reserva¬ 
tion for education. For those who are educa¬ 
tionally advanced but economically back¬ 
ward there should be reservation for employ¬ 
ment. And for those who are both educa¬ 
tionally and economically backward there 
should be reservation for both education and 
employment. 

Pointing out the various technical errors 
and limitations of the recommendations of 
Mandai Commission, as we have discussed 
$0 far. is not an effort to oppose the move 
directed towards uplifting the OEK^, instead 
it is an attempt to make such efforts more 
rational, just and logical which in turn could 
avoid all possible criticism against such a 
move in future. 

Whatever be the criticism advanced 
against the recommendations of Mandai 
Commission, none can question its objec¬ 
tive of uplifting those sections which are 
really backward—-backward in terms of their 
educational and economic achievements. 

It is difficult obviously to accept the logic 
of giving admission in educational institu¬ 
tions and jobs in goverpmeni services 'to 
students/candidates who arc relatively less 
qualifed in terms of required marks/ex¬ 
perience, and not doing the same to 
students/candidates who arc relatively more 
qualified. To understand the meaning of this 
logic, we should go beyond merely looking 
at the marks, experience of the concerned 
students or candidates. We should not ask 
a sweeper’s son to compete with a professor’s 
son to judge the competence of these two 
students. “There is equality only among 
equals. To equate unequals is to perpetuate 
inequalilv” 
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WELCOME DHANALAXMI 
AT YOUR HOME 

5-year Recurring Deposit Scheme ★ 13V2% Attractive Interest 

Ideal Scheme for salary earners, small farmers, 
farmhands and house wives 
Insurance like cover on one account upto Rs 50 
Collection Service at your doorstep through 
authorised Mahila Pradhan Bachat Yoiana Agents 

★ Facility for automatic and regular deductions 

from monthly salary \ ■ 

★ Accounts can be opened in any Post Office 
with a Saving Bank Service Account 
transferable to similar Post Office 

★ Accounts can be opened and operated 
on behalf of a minor by mother or father 

★ Maturity payment remitted at 
office/house/factory. 

★ Nomination facility available 

★ Accounts can be continued with regular ] 
monthly deposits beyond the maturity 
period or maturity value can be 
allowed to remain in your account 
to earn further interest 

★ Rs 10 per Month Account 
holder will get Rs. 856 40 
at maturity 

For further details contact: 

★ Directorate of Small Savings, 

8th Floor, New Administrative 
Building, 0pp. Mantralaya, 

Bombay 400 032. 

★ Assistant Director of Small 
Savings, C/o District 
Collectorate. 

★ Nearest Post Office 

Directorate of 
Small Savings 
Govt, of 
Maharashtra 
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Public Distribution of Cereals 

An Alternative Model 

Sunando Roy 

The public distribution system in India suffers from numerous shortcomings and several suggestions have been 
proposed to rectify them. This paper reviews these proposals and presents the scheme of an alternative system 
designed to cover more adequately the needs of the weaker .sections of the population. 


THE inadequacies of the public distribution 
system in India are ail too well known— 
insufficient ration quota, inadequate 
population coverage, urban centricism, poor 
quality and irregular supply of rationed 
commodities, corrupt practices at various 
stages of distribution, etc. in this paper, we 
propose to present the scheme of an alter¬ 
native system designed to cover more ade¬ 
quately the needs of the weaker sections of 
the population. Before presenting our 
scheme, we shall make a brief review of some 
similar attempts that have been made earlier 
The assumptions and Findings ol the earlier 
studies are summarised in a tabular form in 
Table 1 

As IS seen from ihc table, ihcrc is a wide 
variation in the population coverage as well 
as the ration quota of cereals per person It 
IS surprising that many ol Ihc earlier studies 
propose that the entire urban population, ir¬ 
respective ol income level, be benefited. Pro¬ 
vision of subsidised cereals to upper rncome 
groups IS contrary to the basic objectives of 
the public Sisiribution system. The ration 
quota IS seen to be often rather arbitrary In 
some studies, some estimates from the NSS 
consumption figures have been taken as the 
quota In some other cases, the balanced diet 
concept has been used In some others, a cer¬ 
tain minimum calorie requirement has been 
made the basis. These dillcreiil bases ol the 
quota in the different studies are explained 
in the note to lable I The wide variation 
III the population coverage and the ration 
quota have led to wide va rial ion in the 
eslinrate of the quantitative burden of the 
publ c distribution system The requirement 
of public distribution system vanes from 4 
per cent to 40 per cent of production, 81 per 
cent to 735 per cent ol internal procurement 
and 40 per cent to 385 per cent of public 
distribution that actually look place in the 
respective years 

Our scheme aims to cover all agricultural 
labour households and the poorest 30 per 
cent of the rest of the households in India 
The Planning Commission (1985) estimated 
the proportion of poor in India in 1983-84 
to be 37 per cent. Our scheme covers 36.04 
per cent of all the households (for details 
of proposed coverage sec Thble 2). 

We assume that the cereal component of 
a balanced diet suited to the Indian condi¬ 
tion is 4(X) grammes per adult per day. This 
IS based on the model diets suggested by dif¬ 
ferent nutrition experts or committees. 
Sukhatme recommends 403 grammes of 
cereals, the FAO recommendation is 395 
grammes, the Indian Council of Medical 
Research recommend 370 grammes and the 


Nutrition Expert Croup estimate is 425 
grammes. In our scheme, we consider two 
alternative quota, namely, 400 grammes and 
500 grammes per adult per day. The ra¬ 
tionale for taking two quota is the follow¬ 
ing The consumer expenditure surveys of 
NSS reveal an excessive dependence of the 
poorer sections on cereals and deficiency in 
the consumption of milk, meat, fish, egg, 
fruits and vegetables This is obviously due 
to their lack of purchasing power As such, 
a pragmatic public distribution system may 
provide for some additional ration of cereals 
over and above ihc nutritional norm of 
400 grammes 

The icquiremenl ol food intake necessary 
for survival varies with age and sex In our 
exercise, wc assume the loll owing equiva¬ 
lences A child below the age ol 14 years 
requires hall the qiianlily required by an 
adult male and an adult lemalc (above 14 
years ol age) tcqiiircs 80 per cent of that of 
an adult male As a result, the requirement 
per adull and per capita would not be the 
same Wc arrive al the adull equivalents of 
a household b> using the following simple 
formula- 

a -- n(m -r 0 80 I 4 0 50 e) (1) 

where m. f, c represent the proportions of 
male, feni.ilc and children m i he pcapulation, 

II represents the iiuinber eil persons per 
household and a. the adull equivalent, 
m. f, c are taken Irom Census (1981) data 
while rt IS taken from NSS .^Sl h Round (1983) 
data, a IS culculuted separately for urban and 
rural areas (see lable 4) 

l-slIMMION (II IIIMIVI 

Rl Ul IKI Ml NI 

tslinialioii of the quaiilitalive require¬ 
ment for cultivating and non-cultivating 
beneficiaries aie earned out .separately. 
Vk'hile the non-cultivator beneficiaries gel the 
lull ration quota, lhal for the eullivators is 
made less to the extent ol then consump¬ 
tion out of home-produced cereals The 
quaiilitative lequiieincnt of the public 
distribution system according to our propos¬ 
ed scheme and the additional requirement 
over and atiuve what wa.s actually distributed 

III 1981 arc presented in Table 3 

The requirement of cereals for non-culti- 
vaiors IS arrived al by using the following 
formula 

0, -- q(h,a, ♦ h a^) (2) 

where, 

0, requirement for non-cultivators 
q ration quota 

h number of rural non-cultivating house¬ 
holds 111 the stale constituting the lowest 


30 per cent. 

a, adult equivalent per rural household in 
the state. 

and h^ are similarly defined for urban 
areas. 

The requirements of the non-cultivators 
covered by the NSS are presented in Thble 4. 

The formula used for calculating the re¬ 
quirement Qj of cultivators is the 
following: 

Q, ^ N a,^q - h(x)^ f(x)dx (3) 
where, 

Q, requirement of cultivators. 
n‘ total number of cultivating households, 
si/e of operational holding below 
which lie 30' per cent of rural 
cultivators. 

h(x) consumption of home produced cereals 
per adult in a household with opera¬ 
tional holding of size x. 
fix) frequency density of rural cultivating 
households with operational holding of 
si/e \ 

This can be approximated by the following. 

V 

Q, N a, I ^ ^q hfx")] E, . (4) 

where, 

k number of fractile groups in the target 
group of the lowest 30 per cent (k is 
assumed to be 6). 

x" mid point of the interval (x, x,^,) 
defining the iih fractile. 

T, relative frequency of the ith fractile 
group (as k - 6, F = 0.05). 

The way x^^, x" and h(x“) are calculated is 

explained in detail subsequently 

We now present the results of our calcula¬ 
tions. The requirements for cultivators in 
Ciujarat, 'Ihmil Nadu, Orissa, Mahiuashtra 
and lor the rest of India are presented in 
[able 6. This method could be followed only 
for the four states mentioned above. Fdr the 
rest of India, we cannot follow the same 
method as the required data are not available 
for any other state. As such, we have fallen 
back on making projections for the rest of 
India from the figures that we have 
calculated for the four states. We take the 
maximum and the minimum per adult re¬ 
quirement of the lowest 30 per cent 
cultivators of the four states for estimating 
the per adult requirement of the correspon¬ 
ding group of cultivators for the rest of 
India. Wc assume that the per adult require¬ 
ment of that group for the rest of India lies 
within this range. The range can be obtain- 
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Table I; Alternative Sc hemes of Pubiic Distribution by Other Authors 



Author 

Reference 

Coverage. 

Quota per 

Number of 

Quantity 

Proposed PDS Quantity as a 



Year 


Adult per 

Benefici¬ 

Required 


Proportion of 






Day (gm) 

aries 

(m tonnes) 

Production Procure- 

Actual 






(Population 



ment 

Public 






in Crores) 



Distribution 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 

Raj Krishna (1967) 

1966 

Poorest 25 per cent of the 
population 

437 

12 47 

19.87 

0.27 

4.46 

1.41 

2 

Gulati and Krishnan (1975) 

1973 

(a) Urban population 4- 

370 

30.84 

41.50 

040 

7.35 

3.64 




agricultural labourers 
-f non-agricultural 
rural population 










(b) Coverage of (a) minus 

370 

29 80 

40.70 

0.39 

7.20 

3.65 




income tax payers 










(c) Same as (b) 

275 

" 

30.10 

0.29 

5.33 

2.64 




(d) Same as (b) 

275 

*• 

25 10 

0.24 

4.44 

2.20 

3 

Vyas and Bandopadhyay 

1974 

(a) Population of cities 

358 

not 

4 55 

0 04 

0.81 

0.40 


(1975) 


over I lakh 


mentioned 








(b) hntire urban 
population 

(c) Urban oopulation -r 

358 


9 98 

0.10 

1.77 

0.87 




non-agricultural rural 
population 

Urban 

358 


33.28 

0.32 

5 89 

2.92 




Rural 

490 






4 

National Commission on 

1975 

Weaker sections of the 

not 

” 

12 00 

0 10 

0.93 

1.07 


Agriculture (1975) 


urban population and 
population of flood and 
draught prone areas 

mentioned 






5 

Arvind Gupta (1977) 

1976 

(a) Poorest 30 per cent of 










rural and 10 per cent 
of urban population 










(1) Rural 

616 

IS 90 

35 29 

0.32 

3.62 

3.85 




Urban 

515 









(2) Rural 

512 


29..34 

0.26 

3.01 

3.20 




Urban 

430 









(3) 

370 


21.45 

0 19 

2.20 

2.34 




(4) Rural 

418 


23 67 

0 21 

2.43 

2.58 




Lirban 

300 









(5) Rural 

305 

•• 

17.39 

016 

1.78 

1.90 




Urban 

236 









(b) Population of cities 










over 1 lakh 










(1) 

373 

6 20 

8.50 

0 08 

0.87 

0.93 




(2) 

370 

” 

8.40 

0 08 

0.86 

0.92 




(3) 

(c) Population of cities 

430 


9.80 

0 09 

I.OI 

1.07 




over 4 lakhs 










(1) 

373 

4.II 

5 70 

0.05 

0.58 

0.62 




(2) 

370 

*' 

5.60 

0.06 

0.57 

0.61 




(3) 

430 


6.60 

0.06 

0.68 

0.72 


Notes: a 


b 

c 


V 

% 

I20l^ 


The Gulati and Knshnan (GK) model has four variants. In variants a and b Ihc rat ion quota per adult is 370 grammes per day. This 
IS based on the recommended balanced diet of the Indian Council of Medical Research In variant C, GK assume the quota to be 
equal to the cereal consumption of the lowest decile for the years 1969-1971 (NSS, 25ih Round) which is 275 grammes per adult per day. 
In variant d, GK retains the quota of 275 grammes per adult per day but make an additional assumption. They assume that the kind 
payments to agricultural labourers equal 5 million tonnes for the year 1973. The quantitative requirement is brought down by that 
amount from 30.1 million tonnes to 25 I million tonnes. 

Raj Krishna takes as quota the average per capita consumption (rural and urban combined) in the same year. The bases of selection 
of quota by Vyas and Bandopadhyay and National Commission on Agriculture are not mentioned. Arvind Gupta uses six widely vary¬ 
ing ration quota. The first quota, i e, 616 grammes per capita per day for rural and 515 grammes per capita per day for urban areas 
is taken from Dandckar and Rath (1971) Dandekar and Ralh calculated the pet adull requirement of fo^grains to be 616 grammes. 
They assumed that each gramme of loodgram consumed yields 3.3 calories. So, to provide a minimum calorie of 2250 units per adult, 
616 grammes of foodgrains consumption per adult per day was required. Adjusting for the calories a person gets from non-foodgiains 
consumption, the required level of foodgrains consumption for urban areas was set at 515 grammes. Gupta's second quota i e, 512 grammes 
for rural and 430 grammes for urban areas per capita have been taken from Madalgi (1971) who calculated them by following a method 
similar to that of Dandekar and Ralh The difference arises because Madalgi assumed that a gramme of foodgrain yield not 3.3 but 
3.5 units of calorie. Gupta’s third quota is based on the already mentioned ICMR balanced diet norms; the fourth and the fifth are 
based on NSS (1%I) and NSS (1%5) consumption data respectively. According to Gupta, “the per capita consumption figure is the 
average of physical consumption reported for the first three expenditure categories and one-half of the fourth expenditure category. 
This approximately takes care of the targeted 30 per cent of the population in the rural areas We have done the same for urban areas” 
The sixth quota of Gupta, e g, 373 grammes per capita per day is the quota actually made use of in the statutory rationing area. Calcutta. 
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ed from Ihble 7. The actual requirement of 
cultivators for the rest of India is obtained 
by multiplying the per adult requirement by 
the number of cultivators in the lowest 30 
per cent group. The all-India estimates of 
quantitative requirement are presented in 
Ihble 4. 

We present in Ikble 4 some alternative 
estimates of the total requirement of cereals 
according to our proposed scheme. It may 
be seen that these estimates are more than 
the actual amount that was distributed 
during the same year which is shown in 
Ihble 3. In our view, it is perfectly possible 
to procure the additional amount of cereals 
required through an egalitarian procurement 
policy which would seek to reduce the con¬ 
sumption of the better off sections of the 
society—many households in both rural and 
urban India consume in excess of 400 and 
300 grammes per adult per day. Estimates 
of these excesses are presented in llible 8. 
The way the estimation of excess consump¬ 
tion has been carried out is explained later. 

T^Bll.2 AIIIRNATIVI PuBlIf UlSTRIBUIION 

Svstim-Olr SmrMi (l<)81) 

Calcgory o( Coverage Number ol 

Household (Per ('em) Heneficiaries 

(hh in lakhs) 


Cultivating Poorest 30 214 2.^ 

Agricultural I abour 100 106 07 

Rural non 

cullivatmg Poorest 30 34 80 

Urban Pooiesi 30 88 07 

Tolal _ 443 20 

Tabu 3 Estimauu Rujuirfmi-nts oi 
Ct Rl At S lOR 1981 

Hxikh tonnes) 

Allerna Allerna 
live 1 live 2 
400 gin* 500 gm* 


Total requirement 


High 

174 92 

234 23 

IjOW 

135 58 

195 48 

Additional rcquireniciii 



High 

44 78 

104 09 

Low 

5 44 

65 34 


Actual distribution in 1981 130 |4 


’ The figures refer to raiion quoia per 
adult per day 


From Ihbles 4 and 8, we can see that to meet 
the additional requirement of alternative I, 
we can procure all of it from urban and rural 
non-cultivating households consuming in 
excess of 400 grammes per adult per day. But 
to meet the additional requirement of alter¬ 
native 2, we have to procure from cultivating 
households as well. 

The quantity of cereals that would have 
to be distributed in 1981 through the public 
distribution system according to our scheme 
exceeds the actual amount that was distri¬ 
buted in that year. If implemented, our 
scheme would call for an increase in the ad¬ 
ministrative cost of government as well as 
the subsidy. We present here estimates ol 
these increases. 

Subsidy (S) for a particular cereal may be 
calculated using the formula- 
S = PQ + Z - P'Q . (5) 

where, 

S Volume of subsidy 
P Procurement price 
0 Ouanti'y of cereals to be distributed 
through the public distribution system 
Z Administrative cost of running the public 
distribution system 
P' Lssue price. 

We shall assume that the cereals, wheat 
and rice, would be distributed in the ratio 
50:50 The food subsidy would therefore be 
the sum of subsidy on wheal and subsidy 
on rice. In order to calculate the burden of 
subsidy, SVC have used the procurement price 
and the issue price declared by the govern¬ 
ment for the year 1981 The administrative 
expenditure in 1981 of Food Corporation of 
India, the body entrusted with the job of 
lupning the Public Distribution System, has 
been taken into account in Z 

We have made calculations under two 
alternative assumptions relating to the ad¬ 
ministrative cost. In the first ca.se, wc assume 
the entire administrative cost to be propor¬ 
tionate to the size of disinbiilion We can 
write 



where. 


Tabll 4: Kt-ooiRi-MC'Ni or ( tKLAis Ol Various WiAKiR Stet IONS loK Ai 1 India (19811 
Category of Households 


Persons Pet Adult Requirement o( (.ercals 

Household I quivaleni Per _ (lakh lonnesl 

Household Allei native 1 Allei native 


(I) 


( 2 ) 


(3) 


400 gm 
(4) 


5 (K) gin 
(5) 


I All agricultural labour 
households plus lowest 30 
per cent of rural non- 


cultivating households 

5 20 

3 85 

78 44 

98 0(. 

2 Lowest 30 per cent of rural 





cultivating households 

5 20 

3 85 

High 51 21 

79 58 



low II 87 

40 83 

3 Lowest 30 per cent ol urban 





households 

4,81 

366 

45 27 

56 59 

Total 



High 174 92 

234 23 




Low 135.58 

195 48 

Notes: 1 Alternatives 1 and 2 arc explained in note lo Table 3. 

2 Persons per Household arc taken from NSS Consumer Expenditure Survey, 37ih Round, 


1983. 

3 Adult equivalents per household are caliulaicd by using Census of India (1981), Geneial 
Economic Tables. Series I, India,, Pan III A and using formula (I) 
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Zg actual administrative expenditure in 
1981. 

actual quantity of cereals distributed 
through the public distribution system 
in 1981. 

In the second alternative, the ad¬ 
ministrative cost is assumed to increase less 
than proportionately to the increase in the 
volume of distribution. 

The cost of administration is divided here 
into two parts, recurrent and overhead (see 
Thble 9). The recurrent part is assumed to 
go up in the same proportion as Q while the 
overhead cost is assumed to itmain un¬ 
changed. That is, one may write 
Z = -f b AO . .(7) 

where, 

b recurrent cost per unit of cereals 
distributed 

AQ additional quantity to be distributed ac¬ 
cording to our scheme over and above 
what was actually diistributed in 1981 

The values of the parameters used in the 
calculations are as shown in Ihble 10. The 
results are shown in Ihbics II and 12. From 
Thble 12, we can see that the maximum 
burden of food subsidy for our proposed 
scheme is 1.77 times the actual subsidy borne 
by the government for the year 1981. If the 
administrative cost increases less than pro¬ 
portionately, the maximum subsidy burden 
is 1.44 times the aaual subsidy in 1981. In 
our opinion, the scheme is financially feasi¬ 
ble as we think that the government can easi¬ 
ly gather the additional amount by cutting 
down various less necessary expenditures. 

We present here the details of calculation 
of the quantitative requirement of the 
cultivators and the excess consumption of 
the rural and urban sectors in India. In order 
to facilitate inierpolation, we have fitted 
smooth curves to the data described below: 

In order to estimate x^, (x,, x,^,) and x® 
we have fitted a quadratic curve to the NSS 
37th Round (1981-82) data relating to the 
cumulative frequency of operational hold¬ 
ings over size-group of holdings. The curve 
IS fitted to the lowest four size groups only 
representing more or less the lower 30 per 
cent of the cultivators. It is as follows. 
N(x)= 0.299 + 10.614X -k l.%lx^ ...(8) 
= 0.99 
where, 

N(x) represents the number of operational 
holdings in lakh units below the 
holding size x. 

The function h(x) standing for consump¬ 
tion out of home-grown stock households 
with operational holding of size x has been 
obtained by fitting a double logarithmic 
curve to the data described below. The fitted 
curve IS as follows: 

log h(x) = 1.962 + 0.163 log x .. (9) 

R^ = 0.% 

This has been estimated with the help of the 
pairs of observations h(Xj), x, where, 

h(Xj) is the average annual per adult con¬ 
sumption of home-grown stock of the jih 
size group defined by the interval (x , x , ) 
as given in the farm management survey 
reports that have been used for the purpose. 
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Xj fcpresenu the average of the jth size 
group defined as follows; 

^ (10) 
N(x,,,) - N(x,) 

where x, / .x f(x) dx 
and N<x ) = / ‘ f(x) dx 

* O 

That is, X is the area in lakh hectares 
operated below holding size x and N(x) the 
number of holdings below size x. 

X is obtained by fitting a modified ex¬ 
ponential curve to the NSS 37th Round 
(1981-82) data relating to the cumulative area 
operate over size groups of holdings. It is 
as follows: 

Tabie 5; Consumption of Cereais by 
CuiTiVATiNC, Households in Surat ano 
Bulsar Districts of Gujarat (1966-69) 
_ {Kgs per adult per year) 


Operational 

From 

From 

Total 

Holdings 

Home 

Market 


(hectares) Production 

Purchase 


(1) 

(2) 

(3) 

(4) 

0.00-2.50 

86.29 

60 44 

146.73 

2.51-5.00 

109.80 

25.25 

135.05 

5.01-7.50 

116.45 

23.35 

1.39.80 

7.51-IO.OC 

135.49 

14.89 

150.38 

Above 10.00 

14.87 

27 11 

141.98 

All sizes 

108.53 

33 82 

142.35 


Soumr. Report of the Farm Management 
Survey in Surat and Bulsar districts of 
Gujarat 1966-69 (combined), direc¬ 
torate of economics and statistics, 
ministry of agriculture and irrigation. 
New Delhi, 1975. 

Tabie 6. Estimatelf Rfouiremenis oi 
Cereals for Poorest 30 Per Cint of 
Cultivating House hoi ds in Four Staies and 
Rest oi India (1981) 

{Lakh tonnes) 


States Alternative I Alternative 2 

(400 gms) (500 gms) 

(I) (2) (3) 


Gujarat 

2 23 

3 31 

Tamil Nadu 

2 08 

3.68 

Orissa 

0 48 

1 17 

Maharashtra 

Rest of India 

1.79 

364 

High 

44.63 

67 78 

Low 

5.29 

29 03 

Toul High 

11.87 

40 83 


Motes: Explanations for Alternative 1 and 
Alternative 2 given in note to Table 3 


X - 66.401 - Exp(4J07 - 0.197 x).. .(II) 
R^ - 0.85 

N(x) is obtained by fitting a modified 
exponential curve to the NSS 37th Round 
(1981-82) data used in estimating func¬ 
tion (8). It is as follows: 

N(x)=25.138-Exp(2.987 -0.336X) . (12) 
R2 = 0.99 

Earlier we fitted a quadratic to the same 
data {fee function (8) above). These two dif¬ 
ferent curves have been fitted to the same 
data, as the modified exponential gives a 
good fit to the entire body of data but gives 
a poor fit if one takes only the data relating 
to the lower values of x. 

The data relating to the proportion of 
cereal consumption out of home-grown 
stock are not readily available. A few of the 
farm management survey reports present 
data relating to the quantity of cereais con¬ 
sumed by cultivators divided into the two 
parts, home-grcTwn and purchased. Data for 
Gujarat are presented in Ihble 5. We have 
similar data for Ikmil Nadu, Orissa and 
Maharashtra. The data are for the late 60$. 
As NSS reports show, there have been only 
marginal changes in per capita consumption 
and hence it may not be too objectionable 
to use the 60s data for 1981. 

The estimation of excess consumption has 
been carried out in the following manner, 
lb the NSS 42nd Round (1986-87) data 
relating to the percentage distribution of 
households by monthly consumption expen¬ 
diture, we have Fitted a modified exponen¬ 
tial curve as follows; 

N(c) = 100 - Exp (5.119 - 0.012 c) (13) 

R^ = 0.98 
where, 

c monthly per capita expenditure in 
rupees, N(c), cumulative percentage of 
households with per capita monthly ex|)cn- 
diture below c. 

We have also fitted an Engel curve to the 
NSS 42nd Round (1986-87) data relating to 
per capita annual consumption of cereals by 
monthly expenditure groups. It is as follows, 
log D(c) = 1.117 + 0.529 log c . (14) 

R^ = 0.92 
Where, 

D(c) per capita annual consumption of 
cereals by households with per capita 
monthly expenditure c. 

Now. if the per adult consumption is 400 
grammes per day then the corresponding per 
capita consumption in rural areas is 295.38 


grammes per day. This is obtained as follows 


where, 

q' per capita consumpti^ 
q per adult consumption 
a adult equivalent per household 
p average number of persons per household. 
For the rural sector, a > 3.85 and p » 5M. 
Hence if q « 400, q' = 295.38 

With the help of the Engel curve 
represented by function (14), we find that 
households in rural areas consuming 295.38 
grammes per capita per day correspond to 
the monthly per capita expenditure of 
Rs 53.83. Using function (13). we find that 
households consuming over 295.38 granTtnes 
j>er capita per day constitute 85.28 per cent 
of all rural households. 


Table 8: Estimates or Excess Consumption 
(1981) 

{Lakh tonnes) 


Category of 

Above 

Above 

Households 

400 gm* 

5(X) gm' 

(1) 

(2) 

(3) 

Rural cultivating 

236.59 

150.97 

Rural non-cultivating 

3845 

24 53 

Urban 

1246 

246 


Mote- * The figures refer lo consumption per 
adult per day 

Source: NSS. Consumer Expenditure Survey. 
42nd Round, 1986-87 


Tabie 9. BRhAKix.wNOi Administrativi 
Expenses (1981) 

{Rupees per tonne) 


(1) 

Wheal 

(2) 

Rice 

(3) 

Recurrent expenses 

201 90 

205 30 

fjverhead expenses 

301.70 

251 90 

Total 

503.60 

457.40 


Note We have included in rexunent expenses 
ihc cost ot gunny bags, cost of internal 
movemcnl, mandi labour, freight and 
handling expenses. Under the head, 
overhead expenses we have included 
mandi charges, sales/purchase lax, 
sioragc charges, forwarding charges, 
administrative overheads, shortage in 
transit, shortage in storage and 
miscellaneous items of expenditure. 

Source- Food fT>rporalion of India, Annual 
Report, 1981 


1 A III E 10. 

Values or Parameters (1981) 

Parameter 

Value 

(II 

(2) 


Rs 625.32 crores 

b (Wheat) 

Rs 201.90 per tonne 

b (Rice) 

Rs 205.30 per tonne 


130.14 lakh tonnes 

P (Wheal) 

Rs 1300.00 per tonne 

P (Paddy) 

Rs 1150.00 per tonne 

P' (Wheal) 

Rs 1450.00 pet tonne 

P (Rice) 

Rs 1750.00 per tonne 


Note. Explanations for (he Symbols are to 
be found alongwiih the formulae (5), 
(6) and (7) in the text. 

Source Food Corporaiion of India, Annual 
Reijori, 1981. 


TaBI F 7 RlUl'IRFMI NTMII CtRLAI S Pi R ADUIT Pl R Yt AR BY FRAC TILL GROUP FOR FoUR StaTI S 

(1981) 

{Kgs per adult per year) 


Fractile 


Alternative 

1 (400 gm> 



Alternative 2 (500 gm) 


Group 

Gujarat 

Tamil 

Orissa 

Maha 

Ciiijaral 

Tamil 

Orissa 

Maha- 


Nadu 


rashira 


Nadu 


rashtra 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

1 

90 47 

13 45 

45 7_1 

81 12 

126 97 

49.95 

82.23 

117.62 

T 

79 40 

11.69 

19 08 

.S9 33 

115 54 

48.19 

55 58 

95 83 

3 

72 71 

10 38 

3 98 

46% 

109 21 

46.82 

40.48 

83.44 

4 

68 53 

9 31 

- 

39 14 

105 03 

45.81 

31 19 

75 64 

5 

65.32 

8.69 

~ 

32 40 

101 82 

45 19 

23.61 

68 90 

6 

62.76 

8 17 


25 98 

99 26 

44.67 

17.47 

62.48 

Average 

73.13 

10.27 

II 47 

40,97 

109 64 

46 89 

47 76 

83.99 
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Table 11: Estimates ol Administrative Cost 
(1981) 


(Rupees in crore) 


Assump- 

Assump- 


tion ] 

tion 2 

(1) 

(2) 

(3) 

AlteriMtive 1 (400 gms) 



High 

840.49 

716.50 

Low 

651.46 

636.39 

Alternative 2 (500 gms) 



High 

1125.47 

837.09 

Low 

939.28 

758.35 

Notes: Assumption 1 ; Z 

_ Q 

Z 


Qo 


Assumption 2 ; Z 

- K * 

b A 0 

Table 12: Subsidy in Our Proposed Sc heme 

AS A Multiple of Actuai Sub.sidy 

(1981) 



Assump- 

Assump- 


lion 1 

(ion 2 

(1) 

(2) 

(3) 

Alternative 1(400 gms) 



High 

1 32 

1 19 

Low 

1 02 

I.OI 

Alternative 2 (.5(X) gms) 



High 

1 77 

1 44 

IXJW 

1 47 

1 27 


Calculation of excess consumption of 
rural households consuming over 295.38 
grammes per capita per day is presented in 
Ihble 10. It is estimated by the following 
formula; 

;"j^^D(c)f(c)dc (16) 

which we may approximate by 

t 

X D(i,)'f, (17) 

I .-1 

where K is the number of fractile groups iriU) 
which the population above c = 53.83 is 
divided: the relative frequency of each 

fractile group and the mid-point of the 
ith fractile group. In actual fact, we have 
divided the households consuming more 
than 295.38 grammes per capita per day into 
eight fractile groups, each consisting of 10.66 
per cent of rural households. Using function 
(8), we determine the limits (c^, Cj.,) within 
which the fractile groups he. The per capita 
consumption of cereals corresponding to the 
mid-point c, of the ith fractile group is 
taken to represent the average per capita con¬ 
sumption of that fraaile group. This is done 
with the help of function (9). A similar 
exercise is carried out to calculate the excess 
consumption of rural households consum¬ 
ing over 500 grammes per adult. This estima¬ 
tion is carried out separately for the 
cultivating and non-cultivating households 
in the population. We have excluded agri¬ 
cultural labour households although some 
of them may consume in excess of 4(X) gram¬ 
mes per adult per day. 

Similar calculations for the excess con¬ 
sumption by urban households have been 
made by making use of the following 
formulae: 

N{x) = 100 - Exp (4.925 - 0.006x) . (18) 
= 0.97 

and 

log D(c) = 1.511 -r 0.302 log c . . .(19) 
R* = 0.96 


(1 thank Ashok Rudra who suggested the pro¬ 
blem to me and helped me at every stage of 
writing this paper.] 
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Demographic Transition in Kerala 

A Reply 

P IN Mari Bhat 
S Irudaya Rajan 


AT (he outset we would like to thank Harilal 
l.lune 29, 1991 ] for his detailed comments 
on our paper on Kerala’s demographic tran¬ 
sition {November 1-8, 1990], thus giving us 
an opportunity to clarify our views, lb keep 
this rejoinder short, we have ignored minor 
quibbles, and tried to respond to what we 
thought are his major reservations on our 
paper, (i) In explaining the demographic 
transition, we have not given history its due: 
(ii) why all the fuss in the paper about female 
literacy if it, as we claim, systematically 
follows male literacy? (iii) we have dismis¬ 
sed the structural changes in Kerala’s 
economy as a possible explanation for the 
fertility decline without proper justification; 

(iv) in our regressions, female literacy and 
other variables might have captured more 
than what wc intended, and ‘robbed’ the 
Kerala dummy of its significance; and 

(v) our analysis of conlraceptivt;use by sur 
viving sons does not disprove the bcliel that 
there is no strong preference for sons in 
Kerala The firsi section of this rejoinder 
deals with the three substantive issues, and 
the second section replies to the questions 
raised on the analytical part of our paper 

I 

First, let It be clarified that neither have 
we claimed, nor has our analysis implied, 
that demographic transition in Kerala was 
an autonomous occurrence that can be ex¬ 
plained independent of the region’s history 
At the same tine, wc gladly plead guilty of 
not glorifying the region’s rich heritage. It 
would not be possible to replicate Kerala’s 
history everywhere, nonetheless in the near 
future fertility would certainly fall in a 
number of communities in India, as it 
already did among the Parsis in Bombay, 
Christians in Goa, and perhaps most recent¬ 
ly, amongIkmilians in l^mil Nadu. Needless 
to say, none of these communities had the 
advantage of Kerala’s ‘rich history of social 


reform movements and the numerous strug¬ 
gles that brought about revolutionary 
changes in the region’s economy and society’. 
But they may very well have something in 
common with Kerrda. It is the identification 
of this common denominator that may be 
relevant for policy formulation. 

Instead of making tautological claims 
about the importance of history, we tried to 
identify what part of Kerala’s history might 
be relevant in explaining the early onset of 
demographic transition there. Our analysis 
showed that, at the more proximate level, 
factors other than female literacy are unim¬ 
portant. Further analysis indicated that 
female literacy is high in Kerala because of 
the high proportion of Christians in the 
population, high density of population, and. 
in addition, due to an unidcntiried state-level 
facior(s), which could be traced either to the 
role of the government, or to the greater 
autonomy of Kerala women, or to the social 
reform movements of the 19th century. A 
quantitative analysis of archival materials of 
the censuses of the 19th and early 20th 
century could have thrown more light, on 
this, but It was beyond the scope of our 
paper It is, however, preposterous to claim 
that we have ignored history when we have 
shown thai demographic transition was trig¬ 
gered early in Kerala because of its high 
literacy, which is in turn due to the sizeable 
population of Christians, high density of 
settlements, and a Kerala-spcciric factor. For 
us, the history of Kerala does not stop at the 
caste-based, social reform movements. If one 
insists on a cosmic view, like the demo¬ 
graphic transition, the social reform 
movements are themselves products of 
history. 

A question that wc investigated at some 
depth is whether the higher literacy of Kerala 
women could be traced to their matrilineal 
past. If It had a cultural underpinning, male 
female differences in literacy ought to have 
been small from the begmrung. But what we 
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found was that the difference narrowed only 
recently. At the same level of male literacy, 
Kerala and India had approximately the 
same level of female literacy. 

In studying the gender differentials in 
literacy, it is necessary to control the level 
of male literacy because there is a strong 
reason to believe that father’s literacy level 
has an important bearing on daughter's 
literacy. To substantiate this claim we 
leanalysed data from a marriage survey con¬ 
ducted in rural areas of Oharwad district of 
Karnataka [Koteshwar, 1986|* It was observ¬ 
ed that when both father anc^ mother were 
illiterate, only 24 per cent of the daughters 
were literate. But when father was literate 
and mother was illiterate SO per cent of the 
daughters could read and write. Further, 
when mother was literate and father was 
illiterate 46 per cent of daughters were 
literate. When both the parents were literate, 
67 per cent of the daughters were literate. 
Overall, 40 per cent of the daughters were 
literate when only 20 per cent of their 
mothers were sa An additional point to note 
is that as much as 66 per cent of literate 
fathers had married illiterate women as 
against only 19 per cent among literate 
women. This ‘cross-breeding’ of literate men 
with illiterate women was an important 
factor in the growth of female literacy over 
a generation. 

In essence, what we contend is that for 
a community to realise the importance of 
female literacy, it is necessary to ‘educate* 
its men first. The women of Kerala are today 
more literate because their fathers (and 
mothers too) were more literate than their 
counterparts in rest of India. When the level 
of male literacy is controlled, the difference 
in female literacy between India and Kerala 
becomes negligible. If there is a time dif¬ 
ference in the attainment of given level of 
female literacy, it is derived from the time 
difference in the attainment of male literacy. 

We do not find much substance in the ob¬ 
jections raised by Harilal on this com¬ 
parison. However his poser on why the fuss 
about female literacy if it naturally follows 
from male literacy, merits a comment. This 
was perhaps left somewhat unexplained in 
the paper, though, for anyone with an open 
mind, the reason would have been obvious. 
Harilal was hasty in claiming that we 
have fallen into a trap o( our own making 
making. 

There are two reasons why we have plac¬ 
ed so much emphasis on female literacy in 
the paper. First, there is a vast amount of 
demographic literature indicating that 
female literacy exerts greater influence on 
fertility and child mortaliiy than male 
literacy. Due to the presence of high col- 
linearity between male and female literacy 
levels. It was not possible to demonstrate this 
from the aggregated data at our disposal. 
But then this needs little proof because 
women play such a vital role in child-bear¬ 
ing and rearing that their special trails ought 
to make a significant difference 

Second, since female literacy is a deter¬ 
minant more proximate to leniliiy and child 
mortality than male literacy, it is sensible to 


try to raise female literacy directly for 
quicker results. Although increasing male 
literacy would bear fruit, the gestation 
period could be very long. Note that what 
we sketched above was the typical evolution 
of female literacy when the decision of 
whom to educate is left to the choice of 
hou.seholds. It is not necessary to follow this 
path of evolution if the constitutional 
obligation of providing universal primary 
education is implemented forthwith. 

Harilal also fails to grasp the essence of 
our arguments advanced for rejecting the 
primacy of structural factors in explaining 
the fertility transition in Kerala. We did not 
say that structural changes have not occur¬ 
red in Kerala. Instead, our contention was 
that they could not have had significant im¬ 
pact on economic costs and benefits that 
childbearing entails to parents. To counter 
this, Harilal ought to do better than simply 
stating “ many factors such as land 
reforms and the progressive weakening of 
matrilineal family system which could not 
have but affected the historical balance in 
the flow of wealth between generations". We 
had used the term ‘wealth flow between 
generations’ in a very special sense 
[Caldwell, 1982] but Harilal appears to inter¬ 
pret it as bequest payments from the point 
of view of children. It is the'parents who 
could choose whether children are to be bom 
or not, and the latter have no say in it. We 
would like to knbw how the land reforms 
and weakening of matrilineal system made 
children more expensive to parents, and/or 
reduced benefits denved from them. Harilal 
docs not offer any insight on this. When we 
were pointing out that the decline of fertility 
was slower in Malabar region, where the 
impact of land reform was greater, we were 
referring to the fact that even if land reforms 
had brought a cognitive change in the matter 
of reproduction, its force was relatively weak 
compared to illiteracy and religious ortho¬ 
doxy. While the land reform is no doubt a 
progressive measure, let us not begin to claim 
that it IS a cure for every social malady. 

As to the allegation that we did not allow 
for the possibility of some time lag between 
the structural changes in the Kerala economy 
and fertility decline, two crucial features of 
the structural change that are associated with 
a fall in birth rate—employment of women 
outside home and reduced need of children's 
support at old age—are yet to occur to a 
significant degree in Kerala. Although in 


recent years a momentum towards institu¬ 
tional support for the elderly is slowly 
building up, it should be more properly 
viewed as a consequence of fertility decline 
and from the fear of aging of the 
population. 

Regarding other structural features of the 
economy, such as in the sectoral'distribution 
of the working force, proportion of workers 
dependent on salaries and wages, etc, Kerala 
was in an advantageous position since the 
beginning of this century [United Nations, 
1975], and the difference from all-India, it 
should be pointed out, was not that remark¬ 
able even in 1961. It is ludicrous to assume 
a time lag of over 50 years between these 
changes and the fertility decline. Even if we 
were to accept the position t hat Kerala was 
structurally prepared for the onset of lertility 
decline, it tegs the question why fertility 
began to decline in the 1960s as it did, and 
not earlier or later. 

Harilal reveals an economist’s narrow 
worldview ot what cau.scs behavioural 
changes when he ndicules us for arguing that 
It is the change in parent’s perception of 
children’s costs and benefits rather than 
‘real’ changes in them as the main reason 
for the decline of fertility in Kerala. His 
belittling of the importance of cognitive 
changes is hard to fathom. The very fact that 
female education and religious affiliation 
were found to be important in explaimng the 
tran.sition, and the rapidity of the decline, 
indicate nothing but a cognitive explanat'on 
for the phenomenon. As we had argued in 
the paper, the rise in school enrolments 
could not have meant an increase in the 
private cost of raising kids because public 
spending was the main source of educational 
expenditure in Kerala. We must therefore 
assume that the idea of a small family and 
the use of birth contrijl technology, which 
was a new thing then, became acceptable to 
the literate couples in the I96()s, and then 
diffused even among the illiterate through 
the power of demonstration. The diffusion 
of a social innovation does not require a 
strong backing from economic forces. This 
is especially so with respect to birth control 
because it is not possible to precisely 
measure the economic costs and benefits ol 
an unborn, marginal child and then decide 
whether to have, or not to have, another one 
One’s choice is therefore easily influenced 
by norms, tastes and valyes of the reference 
group. 


l/VBLt. PERCtNTAOt Ot ElIGIBI f COUPl,fc.S USING CONTilACEPTION IN KERALA AND BIMARU 

States. 1988 


Number of 
Living 

Children 


Contraceptive 

Prevalence Rate 


Difference 
Attributable to 
Sex-Preference 
(In Per Cent) 

Kerala 


BIMARU States 


Observed 

If No Sex- 
Preference* 

Preferred 

Combination 

0 

6.9 

3.2 

3.2 

_ 

0.0 

1 

63 8 

13.7 

13.8 

1 daughter 

0.2 

"> 

88 3 

26.6 

38.5 

2 sons 

19.3 

3 + 

92.8 

45 4 

54.9 

2 sons and 2 






daughters 

20.0 

All 

80.1 

31.5 

38.8 

— 

150 

Sample sire 

1.125 

12,289 




Note- * The highest CPR among vanous sex-combinations of children. 
Source Operations Research Group, Baroda (1990). 
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Harilal does not appear to see the con¬ 
tradiction in his stand on the virtues of the 
19th-century sodai reforms on the one hand, 
and his scepticism on the importance of 
cognitive factors, on the other. The changes 
brought about by the social reforms of the 
19th century were mainly cognitive in origin, 
such as the increased awareness of one’s 
rights, and a change in the age-old percep¬ 
tion of one's status in the community as 
being irrevocably tied to the castes to which 
one is born. 

II 

We certainly endorse the view that in 
statistical aiudyses one ought to be cautious 
in selecting the variables and in interpreting 
the results. But the advantage of a quantita¬ 
tive analysis is that limitations of an earlier 
analysis can be demonstrated through a 
reanalysis, using a different set of variables 
and an improved paradigm. We would have 
welcomed such a vcrirication of our analysis, 
but Harilal indulges only in raising specu¬ 
lative objections. The main thrust of his 
criticism is that in our regressions female 
literacy might have operated as a rough 
proxy for everything that the state stood for, 
thus leaving hardly anything for the Kerala 
dummy to capture. Harilal ought to know 
that in a multiple regression, the indepen¬ 
dent effect of each explanatory variable is 
assessed simultaneously, and not sequential¬ 
ly. Nevertheless, in the presence of high 
multicoliinearity, it is possible that a stronger 
variable might ‘rob’ the weaker variable of 
iis effect. But in our analysis it was the 
Kerala dummy which was theoretically 
stronger because in addition to female 
literacy, it stood for a history of social 
movements, egalitarian reforms, matnlincal 
past, etc But the dummy was insignificant 
in both fertility and mortality regressions 
On the other hand, the Kerala dummy was 
significant in the female literacy regression. 
It would not have been fair to contend that 
when a variable is significant it was so 
because of its own right, and when it was 
insignificant it was so because others rob¬ 
bed of its effect What our statistical 
analyses have shown is that some Kerala- 
specific factors are important in explaining 
the demographic transition but only indirect¬ 
ly so through female literacy. 

It is also verv unlikely that the Kerala 
dummy was not significant in the fertility 
and mortality regressions because the nine 
bordering districts chosen for comparison 
shared many of the features of Kerala, or 
because we had employed cross-sectional 
data. If the ‘control’ districts had shared 
many features of Kerala, then they would 
have had similar levels of female literacy too. 
Instead, there was sufficiently large varia¬ 
tion in the literacy rate to explain the varia¬ 
tion in the demographic variables. The non- 
Kerala districts certainly did not share 
Kerala’s political and soci^ history, nor had 
the benefit of radical land reforms and other 
egalitarian measures implemented in Kerala. 
Let alone other districts, the custom of 
matrilineal inheritance was not even univer- 
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sally practised among the Malayalies 
themselves. These control districts might nOt 
have differed from Kerala as much as nor¬ 
thern India does, but it cannot be denied 
that the differences were negligible. 

As to the limitation of the cross-sectional 
data, Harilal does not seem to realise that 
our analysis of determinarUs of fertility had 
employed time-series data, in addition to the 
cross-sectional information. Even if it were 
not so, we do not see how our results would 
be negated if the current adult literacy drives 
were to eliminate the inter-district variation 
in female literacy. Certainly at that lime, 
cross-sectional analysis cannot be attemp¬ 
ted using the literacy rate, though one may 
be able to employ educational attainment as 
an explanatory variable if intcr-distria vana- 
tions arc still present in th^ demographic 
variables What Harilal seems to be driving 
at is the well known fact that there ought 
to be some variation in the independent and 
dependent variables to carry out the regres¬ 
sion analysis. But currently Kerala and non- 
Kerala districts differ substantially in the 
levels of literacy, fertility and child mortali¬ 
ty for the regressions to be meaningful. 

Finally, the question on the extent of son- 
preference in Kerala and its effect on con¬ 
traceptive use. Our claim that, contrary to 
the popular perception, until recently one 
could see a preference for sons in Kerala too 
was ba.sed not only on the relationship bet¬ 
ween surviving sons and contraceptive prac¬ 
tice. We had shown that in a number of 
surveys the ideal or the desired number of 
children reported by the couples in Kerala 
indicated a preference for sons. Harilal 
choo.ses to ignore this. Instead, he argues 
that the evidence we presented on the rela¬ 
tionship between surviving sons and con¬ 
traceptive u.se was inconclusive because it did 
not simultaneously account for the likely 
preference for size of the family, irrespec¬ 
tive of children’s sex. We certainly agree that 
It would have been bettei if we had presented 
data on contraceptive use by number of 
living children and their sex. It was not 
possible to do so because data were not 
available for making the comparison But 
we do not agree with the contention that 
what we had presented was totally irrelevant. 
The point we were making was that if much 
of the difference between India and Kerala 
in contraceptive practice was due to son- 
preference, then we would expect in the two 
regions more or less the same level of con¬ 
traceptive practice when couples have two 
or more sons, and a large difference in the 
two regions when couples have fewer than 
two sons. Instead, our data showed that the 
difference in contraceptive practice between 
India and Kerala was not a function of 
number of surviving sons. 

This point needs to be emphasised 
because it is a widely held belief that son- 
preference IS a major impediment to the ac¬ 
ceptance of family planning methods, 
especially in northern India To further 
substantiate our counterpoint, in the table 
we have given some rec.ent data on con¬ 
traceptive practice by number of living 
children in Kerala and in the four large nor- 
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them Indian states of Bihar, Madhya 
Pradesh, Rajasthan and Uttar Pradesh 
(BIMARU, for short) from a recent national 
survey conducted by the Operations 
Research Group, Baroda (1990). The tabic 
shows that if the percentage of eligible 
couples using contraception .was 80.1 per 
cent in Kerala, it was only 31.5 per cent in 
the BIMARU states of northern India, in 
the table we have also shown what would be 
the contraceptive prevalence rate (CPR) in 
the BIMARU slates if there were no sex 
preference for children. This is based on the 
highest CPR recorded in the BIMARU states 
among couples with every possible sex com¬ 
bination of children at the same number of 
living children. It can be observed from the 
table that in the BIMARU slates CPR would 
remain virtually unchanged among couples 
with less than two living children if sex- 
preference is eliminated. However, the CPR 
would raise by approximately 10 percentage 
points among couples with two or more 
children if sex-preference disappears 
Overall, the CPR in the northern states could 
rise from 31.5 per cent to 38 8 per cent by 
the elimination of sex-preference. But this 
increase would only reduce 15 per cent of 
the difference in the CPRs of the BIMARU 
states and Kerala. Thus the problem of the 
BIMARU states is not so much the pre¬ 
ference for sons but low level of acceptance 
at every parity and sex combination of 
children. 

Before concluding this debate we would 
like to correct two factual errors that have 
inadvertently crept into oui paper F-irst, we 
had stated that Kottayam district has the 
distinction of being the first district to 
achieve 100 per cent literacy in India 
(p 1967). It should actually read Kottayam 
has the distinction of having the highest 
literacy rate among the districts in India 
Second, in the same page in Figure 4, the 
scale of the X-axis is wrongly reported. The 
calendar years should increase by eight years 
for every inch instead of by 10 years The 
entire range should thus be from 1950 to 
1982 instead of from 1950 to 1990 

Mole 

• The study covered a sample of t.lt girls iii 
the age iiilersal 14-21 years ai ihe lime of the 
survey (1985) In a small numbei of cases, 
where lalhci or molhei of the girl'was not 
alive ai the time ol survey, the lileracy slaus 
of the head of ilii household or his spouse 
was used as a proxy 

Kofert-nffh 

( aldwell, I ( (1982), Theory of Fernhty 

Dethne. Acadciiu Press. New York 
Koicshwar, R K (IVSh), Some /tirvcrs of Age 
at Marriage of (arts in nhurwad, PRC 
Report No 45, JSS Insliiulc ol l.conornic 
Research, (Mimeo), Dhatwad 
Gperalions Research (iroup. Baroda (1990), 
hamily Planning Pravtues in India. Thud 
All-India Survey, Baroda 
United Nations (1975), Piveriy, Unemployment 
and Developnienl Policy A Ca\e Study of 
Selected h'lues with Reference w Kerala, 
New York 
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ItlCREDIT LYONNAIS 

Vn BOMBAY BRANCH 


(In thousands of Indian Rupees) 


BALANCE SHEET AS AT MARCH 31. 1992 


NOTES 

1992 

1991 

CAPITAL AND 
UABIUTIES 

Capital 


2 

156,492 

156,492 

Reserves and surplus 


3 

87,674 

40,735 

Deposits 


4 

2,575,438 

2,516,617 

Borrowings 

Other liabilities and 


5 

51,248 

4 

provisions 


6 

185,944 

134,726 




3,056,7% 

2,848,574 

ASSETS 

Cash and balances with 





Reserve Bank of India 
Balances with banks 


7 

857,066 

296,006 

and money at call and 
short notice 


8 

208,826 

391,465 

Investments 

1(c) & 9 

901,291 

1,091,610 

Advances 

1(d) & 

10 

954,920 

932,446 

Fixed assets 

1(e) & 

II 

8,465 

8,786 

Other assets 

12 


126,228 

128,261 




3,056,7% 

2,848,574 

Contingent liabilities 

13 


2,344,362 

924,334 

Bills for collection 



7,900 

9,697 


The accompanying notes are an integral pari of this statement. 


Arthur Andersen &. Associates 
Chartered Accountants 
Sd/- 

Ashok Wadhwa 
Partner 


1 PROFIT A ND LOSS ACCOUNT FOR THE YEAR 

ENDED MARCH 31. 1992 


I NOTES 

1992 

1991 

INCOME 

Interest earned 

14 

466,182 

292417 

Other income 

15 

(6,121) 

1,407 



460,061 

293,724 

EXPENDITURE 
interest expended 

16 

288,106 

177,642 

Operating expenses 
Provisions and 

17 

44,834 

32,676 

contingencies 


60,943 

38,798 



393,883 

249,116 

PROFIT/(LOSS| 

Net profit for the year 
Proflt/(loss) brought 

Kg) 

66,178 

44,608 

forward 


31,813 

(3,873) 



97,991 

40,735 

APPROPRIATIONS 

'Itansfer to statutory 




reserve 


13,236 

8,922 

Remitted to Head Ulfice 
Balance earned over to 


19,23? 

— 

balance sheet 


65,516 

31,813 



97,991 

40,735 

The accompanying notes 

are an integral part of this statement. 


Credit Lyonnais 
Bombay Branch 

Sd/- 
PA Muyl 
General Manager 


Bombay 
June 2. 1992 
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CREDIT LYONNAIS 

Vn BOMBAY BRANCH 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1992 
(In thousands of Indian Rupees) 


Summary of Significant Af;counting Policies 
General 

The accompanying ruumcial statements have been prepared 
on the historical cost basis and conform to the statutory 
provisions and practices prevailing in the country. 
lYansactions involving foreign exchange 

(i) Monetary assets and liabilities have been translated 
at the exchtutge rates prevaihng at the close of the year. 

(ii) income and expenditure items have been translated 
at the exchange rates prevailing on the date of the 
transaction. 

(iii) Profit or loss on ou'standing forward contracts have 
been accounted on an accrual basis. 

investments 

investments are valued at the lower of cost or market value. 
Advances 

Provisions for doubtful advances have been made to the 
satisfaction of the auditors. The provision has been made 
based on maiuigement’s estimates of potential exposure and 
taking into account guidelines issued by the Government 
of India and the Reserve Bank of India. This provision has 
been included under other liabilities and provisions 
Fixed assets 

(i) Fixed assets have been accounted at their historical cost 

(ii) Depreciation has been provided on the straight-line 
method at the following rales per annum: 

Furniture and fixtures 10% 

Computers 25% 

Other equipment 20% 

Vehicles 20% 

Staff benefits 

The Branch has entered into an Employees’ Group Superan¬ 
nuation Scheme with Life Insurance Corporation of India 
(’Lie*) for providing pension benefits to employees. 

Net profit 

The net profit disclosed in the profit and loss account is 
after: 

(i) provisions for taxes on income in accordance with 
statutory requirements 

(ii) provision for doubtful advances 

(iii) adjustments to the value of current investments 


3. Reserves and 
Surplus 

Statutory reserve 


Opening balance 

8,922 

— 

Additions during the 



year 

13,236 

8.922 

alance in profit and 

22,158 

8,922 

loss account 

65,516 

31,813 


87,674 

40.735 

Deposits 



1 India 

Demand deposits 


1 

From banks 

204 


From others 

18,068 

117,866 

Savings bank deposits 

Term deposits 

3,408 

754 

From banks 

1,250,875 

324,000 

From others 

1.302,883 

2,073,997 


2,575.438 

2,516,617 





5. Borrowings 
In India 

Reserve Bank of India 
Outside India 


Secured borrowings 
included above 


2. Caidtal 
Capit^ 

Deposit kept with the 
Reserve Bank of India 
under Section 11(2) of 
the Banking Regula¬ 
tion Act. 1949 


156,492 156.492 


6 . Other Liabilities 
and Provisions 


Bills payable 

71.483 

34,932 

Interest accrued 

33,969 i 

55,151 

Others (including 
provisions) 

80,492 

44.643 


185,944 

134,726 


Economic and Politics' Wrel. 


June 6, 1992 
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CREDIT LYONNAIS 

BOMBAY BRANCH 


NCJTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1992 
(In thousands of Indian Rupees) 



1992 

1991 


1992 

1991 

7. Cash and Balances 



(b) Secured by tangible 



with Reserve Bank 



assets 

213,143 

182,216 

of India 



Covered by bank/ > 



Cash in hand (including 



Government 



foreign currency 



guarantees 

497,134 

490,817 

notes) 

Balances with Reserve 

1,046 

304 

Unsecured 

244,643 

259,413 






Bank of India 

In current account 

856.020 

295,702 


954,920 

932,446 





857,066 

296,006 

(c) Advances in India 






Priority sectors 

Banks 

37,894 

416,646 

35,462 

487.224 




8. Balant*rs with 



Others 

487,440 

409.720 






Ranks and Money at 
(jill and Short 




941,980 

932,406 






Notice 

In India 






Balances with banks 



Advances outside India 



In current accounts 

58,116 

41,349 

Due from banks 

12,161 


Money at call and 



Due from others 



short notice 



Bills purchased 



With otlici 



and discounted 

725 

40 

institutions 

150,000 

350,000 

Others 

54 

— j 


208,116 

391,349 


12,940 

40 

Outside India 






In current accounts 

710 

116 


954,920 

932,446 


208,826 

391,465 

11 Fixed AsHctH 






Other than premises 



9. Investments 



(including furniture 



In India 



and fixtures) 



Government securities 

899,720 

550,389 

Cost-beginning of year 

11,067 

8.281 

Other approved 



Additions during the year 

2,007 

2,829 

securities 

1,571 

206,990 

Deductions during the year 

(6) 

(43) 

Debentures and bonds 

— 

334,231 


13,068 

11,067 


901.291 

1,091,610 

Depreciation to date 

(4,603) 

(2,281) 











8,465 

8,786 

10 Advances 

(a) Bills purchased and 



12. Other AswIh 



discounted 

522,587 

661,746 

Inter-office adjustments 



Cash credits, overdrafts 



(net) 

5.074 

7,636 

and loans repayable 



Interest accrued 

32,409 

42.291 

on demand 

315,733 

237,615 

Ikx deducted at source. 



Ibrm loans 

116,600 

33,085 

net 

6.507 

— 




Others 

82.238 

78,334 


954,920 



126,228 

128,261 




L- 
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^CREDIT LYONNAIS 

WS[M BOMBAY BRANCH 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1992 
(In thousands of Indian Rupees) 


13. ContiiiKenl 
Liabiliti«B 
Liability on account 
of outstanding 
forward exchange 


contracts I 

572,1111 233,990 

Guarantees given | 

on behalf of i 

constituents l 

i 

In India ! 

372,961' 55,736 

Outside India i 

633,653 378.960 

Acceptances, ! 

; 

endorsements 
and other 
obligations 

1 

198,404 228,148 

Bills of exchange 
rediscounted 

311,000! 27,500 

Underwriting 

commitments 

256,233 i - 

14 Intereiil Earned 

2.344,362 j 924.334 

-1- 

1 

1 

I 

Interest/discount on 
advances/bills 

232,643 98,133 

Income on investments 

132,100 85.662 

Interest on balances 

! 

with Reserve Bank of 

India and other 

mter-bank 

funds 

101.439 108.522 

15. Other Income 

466,1821 292,317 

Commission, 

1 

exchange and 
brokerage 

1 7.021; 2.682 

Profit on sale 

I 1 

of investments 

1 32,193 26.784 

less: Loss on sale 

i ‘ 

of investments 

(52,838)i (31,837) 

Profit on exchange 

1 

22.348i 2,617 

transactions 

Less: Loss on exchange 

' 

transactions 

1 (17,520) (578) 

Miscellaneous income 

2.675 j 1.739 


(6,121)| 1.407 

1 


16. InteFeal Expended 
inteiest on deposits 
Interest on Reserve 
Bank of India/ 
inter-bank 
borrowings 
Others 


17. (Operating ExpenaeK 

Payments lo and 
provisions 
for employees 

Rent, taxes and 
lighting 

Printing and stationery 

Advertisement and 
publicity 

Depreciation on 
bank’s property 

Directors’ fees, 
allowances 
and expenses 

Auditors’ fees and 
expenses 

Law charges 

Postage, telegrams, 
telephones, etc 

Repairs and 

maintenance 

insurance 

Other expenditure 


212,217 170,126 


288,106 177,642 


920 

1.004 

24,753 

44,834 


18. Prior Year Comparalivea 

Prior year amounts have been reclassified to conform to the 
revised format of the financial statements. 


Economic and I'oliiici' Wee' 


June 6, 1992 










M CREDIT LYONNAIS 

BOMBAY BRANCH 


Auditikni’ Report on the Financial Statements under Section of the 
Banking Regulation Act, 1949 


We have examined the balance shed of the Bombay Branch of Credit Lyonnais (incorporated in France 
with limited liability) as at March 31, 1992 and the related profit and loss account for the year then 
ended. Our examination was made in accordance with generally accepted auditing standards and. 
accordingly, included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. We have also obtained all the information and explana¬ 
tions which, to the best of our knowledge and belief, were necessary for the purposes of our examination 
and have found them to be satisfactory. 


In accordance with the provisions of Section 29 of the Banking Regulation Aa, 1949 and the provi¬ 
sions of sub-sections (1), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Com¬ 
panies Act, 1956, the financial statements are not required to be, and arc not drawn up, in accordance 
with Schedule VI to the Companies Act, 1956. The financial statements are, therefore, drawn up in 
conformity with Forms A and B (revised) of the Third Schedule to the Banking Regulation Act, 1949. 


In our opinion, the accompanying financial statements give a true and fair view of the state of affairs 
of the Bombay Branch of Credit Lyonnais as at March 31, 1992 and of its profit for the year then ended. 


Furthermore, in our opinion, 

(a) the iran.sactions of the Bombay Branch which have come to our notice have been within the powers 
ol the Bombay Branch of the Bank; 

(b) the balance sheet and the profit and loss account are in agreement with the books of account, 
and give the information required by the Companies Act, 1956 in the manner so required for 
banking companies; and 

(c) the Bombay Branch has maintained proper books of account as equiied by law insofar as appears 
Irom our examination of those books. 


Arthur Andersen A Associates 
Chartered Accountants 

Bombay 
June 2. 1992 


Sd/- 

Ashok 3A%dhwa 
Plartner 
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MAKE AN INTELLIGENT MOVE 
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. A 


LAST CHANCE TO EXEMPT 
YOUR CAPITAL GAINS ARISING 
UPTO MARCH 31, 1992 FROM TAX 

INVEST IN 


CAPITAL BONDS 

lAST DATi: FOR INVT-STMENT UNDER THE SCHEME: SEPTEMBER 30, 1992 . 

Long term capital gains Irom the sale of land, buildings, jewellery , shares etc. attract Income Tax. But 
there is a way out. Invest in IDBI (-AP1TAL BONDS.keep your capital intact and earn interest too. 


Roiid'i .iv.iil.ihl(' at par till Srptfmbcr 
SO. I99J 


Income tax t>cncfil under Section 80L 
Interest at 9% p.a payable half yearly. 


Lxenipiuin Irom ta\ on Capital (lain.s • Investments by Non-Resident Indians 
under Scition S 4 l o( the Income Tax alsti accepted 


Act 1961 lor the Assessment Tear 
199J 93 


• At the investor’s option, interest for 
the full period of .3 y ears can be paid 


in advance on discounted basts 
No deduction of tax at source 
Outstation cheques accepted and 
cost of collection borne by IDBI 


ALSO CONTRIBUTE TO THE INDUSTRIAL DEVELOPMENT OF THE COUNTRY. 




For fiinlier details contact the ne.irest IDBI office or write to Manager 

INDUSTRIAL DEVELOPMENT BANK OF INDIA 

IDBI Tower, Cuffe I'arade, Bombav ‘tOO-OOS Tel 218 9111/21 






SOCIAL FORESTRY IN KARNATAKA 

MANA6EMENT OF IRRIGATION SYSTEMS 
LESSONS FROM JAPAN 

DEMOGRAPHIC CONSEOUENCES OF BIHAR FAMINE AND 
MAHARASHTRA DROUGHT 

GOVERNMENT INTERVENTION IN COMMERCIAL CROP 
DEVELOPMENT 

OIL IMPERIALISM, Otijl POUTiq AND THIRD WORLD 

t 

SMALL-SCALE FRUIflND VEGETAlLE PROCESSING 
FOR A MORE F^^L INDIA 

LAND REFOrIn EXPERIENCES: PERSPECTIVE 
FOR STRATEOy AND PROCRAMMES 







To make things happen. To innovate. To change 
things. To change themselves. To grow. As 
individuals and as teams. Thermax people. 

Helping them to grow is the committed training 
policy of the company. Add to this a diaUenging 
and congenial work environment. Where 
differences coexist. 

All this has significantly helped our people to 
maintain their position at the leading edge of 
technology and business practice. In other 
words, growth and success. 

Thermax believes in nurturing a human 
organisation which understands the paradox 
that the total organisation is more important 
tlian the individual but this dcxs not make the 
individual less important. 

Though Thermax has registered a phenomenal 
increase in turnover in the last 25 years, it 
bclie\^^ in remaining a customer-sensitive and 
innovation-driven business organisation. 


Wliere profit is not only a set of figures, but of 
values. 
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Ljuid Reform in New Setting 

The very failures of our development strategy so far—slow growth, 
modest poverty eradicatioD aiijl negligible structural reform—aie 
indicative of the scope available in the Indian economy for integration 
of these three major componenu in the development stntegy to benefit 
from their capacity to mutually reinforce one another. The foundations 
now available for growth, for technical modernisation and for extensive 
and susuuned anti-poverty opoattons create a new and pressing need 
for land nddims and for providing new and relevant opportunities 
for their impIcmenUtion. A-SO 

Famine and Mortality 

The food crises which affected Bihar in 1966-67 and Maharashtra in 
1970-73 were probably the two most severe ones that have occurred in 
India since 1947. A pivotal area of debate has been the demographic 
consequences of the crises, particularly for mortality. Did excess 
mortality aaually occur in Bihar and Maharashtra? And did the 
geographical distribution of mortality show any relationship with 
the pattern of agricultural production failure? 132S 


Power to the People 

Decentralisatioc is the foremost 
agenda for India’s political 
economy. Two sub-agendas require 
simultaneous attention; a new 
economic policy which docs away 
with centralising bureaucratic 
controls, but not with caring for 
the poor, whether poor people or 
poor regions; and a new political 
policy which devolves powers and 
functions to lower democratic 
formations, thereby allowing 
the people to have a greater 
say in their own affairs. 1312 


Oil and Imperialism 

Even the most liberal of western 
thinkers are found to suddenly 
become harbourers of imperial 
designs when the question of 
control over oil suppUes comes to 
the fore. A look at a timely 
publication on the evolution 
of India’s oil policy. 1299 


State and Agrisniltnre 

Much of the current discuuitm on 
the role of government in the 
economy centra on manufacturing 
industries and public utilities. 

Much less understood has been 
the role of the state in the 
prinwy sector, in agrkuiturc 
spedflcaliy. A study of 
natural rubber. A-SS 


Learning firom Japan 

The irrigation systems in Japan 
and India are very dissimilar in 
their structures, dimensions and 
praetket: and in the agro-climatic 
regiotts in which they are operated. 
Ytt the Japanese experience in 
organising Land Improvement 
Districts and operating these 
successfully for managing land 
and water resources has 
important lessons for India. A-75 


Rise of Yadavs 

The intermediate position of the 
yadavs in the caste hierarchy has 
given shape to a duality in the 
community's behaviour. A study 
of the rise of the yadavs in 
Bihar politics. ^'13M 


A Place for the Small 

Food processing is now generally 
regarded as a ‘sunrise industry'. A 
discussion of the constraints 
and opportunities in respect of 
small-scale fruit and vegetable 
processing. A-93 


Workers' Co-operatives 

The Left Front government in 
West Bengal and the CITl) 
have been lukewarm to 
workers’ co-operatives for 
managing industrial units, 
despite the mai^ eiamples 
dswhere of su^ oo-operetives 
succeeding in saving *Bick’ 
industrial units from 
liquidation. UOS 

^Mige and non-wage benefits 
of bidi workers in Kenia have 
improved with the creatiaa 
of workers’ co-operatives. 13SS 


Sotdal Forestry 

Sodai forestry on oommon lands 
is economically and financially 
viable. A study of randomly 
selected social forestry 
projecu in Karnataka. A45 


Bodo Unrest 

The resumption of the agitational 
programme by the All Bodo 
Students’ Union and the Bodo 
Peoples’ Action Committee marks 
a formal declaration of intent to 
renew hostilities, presaging the 
return of the ‘bad old days’. US? 












LETTERS TO EDITOR 


Distortion of the Veda 

NALINI pandit’s ‘Ambcdkar and Ihe 
Bhagvnat Gita' (May 16-23) is a disturbing 
travesty of data from Indian mythology 

(1) “The Mahabhamta mentions an occa¬ 
sion when Krishna and Arjun were dead 
drunk” The reference is apparently to the 
Udyoga f^trva ^9.5 where Sanjaya states that 
he visited the inner apartments of Arjuna 
and Krishna and that “both had drunk 
wine/and looked cheerful in splendid 
dresses/and ornaments" (the P Lai trans- 
creation, vol 92). Their behaviour, as 
described thereaftei, shows no signs of 
inebriation. On the other hand, Sanjaya 
describes Krishna’s speech as “sweet, gentle, 
persuasive, but fearful for/Dhritarashtra’s 
sons articulated precisely, full of artha, 
and yet/full of foreboding” (59.16-17) 

(2) “Even aryan women were addicted to 
drink.” There is no evidence in any work of 
Indian mythology of such ’addiction’ Queen 
Sudeshna’s command t& get liijuor from her 
brother’s residence was a ploy to force 
Draupadi into his clutches. The only 
justifiable conclusion ts that to kshatriya 
women liquor was not taboo, which is a far 
cry from their being alcoholics, as Pandit’s 
tendentious “dying to have a drink” seeks 
to imply. Pandit is ignorant of a belter 
example which is found in the Acb Parva 
(224.17-29), where Arjuna and Knshna with 
their families have a picnic on Ihe banks of 
the Yamuna Here Draupadi and Subhadra 
are described as “wine-llushed” (224.23) and 
the accompanying women are “teetering 
under the influence of wine” (224 21). There 
IS, however, no evidence of addiciion 

(3) As evidence of incest prcvaicni in pro 
Buddhist days Pandit stales. “Vashishla (sn ) 
married his own daughter Shairupa (sic) 
Manu married his daughter lla” Such data 
arc not to be found in Indian mythology 
Vashishtha had only one wile Atundhaii, 
who was not related to him in any manner 
Vaivasvata Manu mariied Shradha. and 
then daughter was lla who was married 
to Budha and gave biiih to Puruiava 
Shaiarupa. the first woman, was ihe wife o( 
Svayambhuva Manu, the first man. and not 
of Vashishtha as Pandit claims 

(4) “The aryans of pre-Buddhist days had 
no rules to govern their sexual iclalionships'' 
On the other hand, Ihe Mahahharata m the 
Sambhava Parva (122) clearly delineates 
the evolution ol such rules by sages like 
Shvetdketu much bclore the advent ol 
Buddha 

(5) “These hymns (ol the Rig \eda prais 
ing Indra) are saturated with wicked 
thoughts and w icked purpose.s” This reveals 
an extremely partial and superficial reading 
of the sukias, guided wholly by the prejudice 
that “the religion was without any spiritual 
content”. The author would do well to refer 
to Sri Aurobindo's Secret of the Veda and 
the work of Swann Dayanand bclore sweep¬ 


ing aside the sublime spirituality of the Rig 
Vedic seers in such an irresponsibly cavalier 
fashion which only exposes a lamentable ig¬ 
norance of the content of the oldest of the 
Indian scriptures 

I’ BHAtTACHARYA 

Calcutta 

On Freedom 

DEENA KHATKHATE (April 25) betrays 
superficial understanding of both freedom 
and Lenin. When there is freedom, there is 
no state. For Lenin, the Soviet state was 
needed not for freedom but for holding back 
restoration, for holding in subjugation the 
adversaries of the proletariat (that Lenin’s 
policy was not successfully carried out is ob¬ 
vious, the primary reason being lack of pro¬ 
letarian democracy, in other words class 
struggle against the bourgeoisie both inside 
and outside the party), just as for the bour¬ 
geoisie the state is needed to resist the pro¬ 
letariat is It not evident from Yeltsin’s 
parliament and current Russian politics? 

The doughty warriors ol all hues of 
democracy m the erstwhile Soviet Union 
dared not publish the Chinese Communist 
Parly’s articles during the great debate in the 
I96(K in their own newspapers and journals 
while the ‘dogmatist’ China ol Mao had 
published dll the ‘masterpieces’ in which 
CPSU had railed at him There is no 
like example ol fairness in the annals of 
political history It is elementary fairness to 
let each side in the debate publish all the 
articles in which it is criticised by the other 
side and let the people in their own coun 
tries and the whole world think over and 
judge who IS right and who is wrong. What 
IS strange and monstrous is that this 
palpably gross discrepancy bclwecrr the 


words and deeds of the ‘great libeial' 
Khrushchev did not attract serious comment 
from any Russian intellectual—the gseat 
champions of ‘truth’, ‘democracy’, ‘freedom 
of conscience’. Proof of the pudding is in 
the eating! The concepts ‘freedom’ and 
‘democracy’ are usually treated as identical 
and are often used interchangeably. In fact, 
democracy excludes freedom—fr^om of 
the minorities! 

■pROBODH CHANDRA DUTTA 
Calcutta "I 

D S Tyagi 

IN killing O S lyagi nobody has gained and 
instead all, particularly the farmers, are the 
losers. Tyagi hailed from an age-old fanning 
family who practise this vocation. There was 
thus every reason for his being very sym¬ 
pathetic and considerate to the hardworking 
farmers. I had several occasions to interact 
with him on such matters. Of the so many 
chairmen and members of the ACPC, 'IVagi 
was perhaps the only one with grassroots 
knowledge and close contacn leading to deep 
sympathies with the farming community as 
a whole 

Further, the Agricultural Costs and Price 
Commission too, like any other commission, 
IS autonomous on paper only. Such bodies 
arc, by and large, no more than ‘rubber 
stamps' ol government, used as and when 
needed Therefore, the decisions of ACPC 
are dc facto not ‘personal’ decisions of the 
etiaiiman or the members but are guided by 
government policies which keep changing 
Iron) lime to time depending on so many 
(actors 
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Unprepossessing 


N ow that the Tenth Finance Commission has been 
appointed and its terms of reference announced, it is 
relevant to recall the debate which the Ninth Finance 
Commission’s appointment and terms of reference,* the latter 
.^particularly, had provoked. It is also important to bear in 
mind that while much of the public articulation, at the 
political level, had come from the states where non-Congress 
governments were in power, ihe perceptions of states ruled 
by the Congress were not very different. The non-Congress 
state governments had made two major points: one that 
there had been no elfective consultation with the stales on 
either the composition ol the Finance Commission or on 
ns terms of reference; and the other that the commission’s 
terms of reference, the way they had been drawn up, 
encroached upon the freedom and the powers the Constitu¬ 
tion gave to the Finance Commission in the discharge of its 
funciions. 

Formally, the lenlh Finance Commission, like its 
predecessors, has been appointed by the president, as he is 
empowered to do by Article 280 of the Constitution. Whether 
the president, or the central council of ministers for that 
matter, consulted the states before making the appointment, 
as had been demanded by the states five years ago, is not 
in public knowledge. But there is no evidence of such con- 
“sultaiion having taken place, though there do exist the forums 
that could have been involved if consultation had been 
desired, namely, the Inter-State Council and the National 
Development Council. Whatever may be the formal position 
regarding the obligation to consult the states on the com¬ 
position of the Finance Commission, it can hardly be denied 
that for a quasi-judicial body deriving its powers and 
authority from the Constitution to inspire faith and con¬ 
fidence among the public as well as the parties directly 
affected, it is extremely important that the competence, 
objectivity and impartiality of its membership should be 
widely acknowledged. The Tenth Finance Commission has 
two members, including the chairman, who are clearly 
political appointees; for the rest, there is a member of the 
Planning Commission, an outside expert and a serving 
official. Until now it used to be the practice to have a serving 
or retired judge on the commission, li is true that one of 
the members of the present commission was on the Calcutta 
High Court for some years, but it is significant that in the 
presidential order he is mentioned as an MR It is a different 
matter that the holders of high judicial office no longer 
’uniformly inspire confidence for their impartiality. Now it 
seems even the pretence is being discarded. Already, in the 
past, there have been instances when the centre has tried to 
wriggle out of some part or the other of a Finance Com¬ 
mission’s award, while maintaining the facade of acceptance. 


But once the commission itself fails to inspire confidence, 
its award could be brushed aside with impunity, particularly 
with the finance minister in the kind of mood that was 
reflected in his address to the NDC. 

As for the commission’s terms of reference, they have no 
doubt been drawn up much more cautiously than was done 
for the Ninth Finance Commission. But the basic stance is 
very clear, following as it does the finance minister’s asser¬ 
tion while addressing the NDC that the instrumentality of 
the Finance Commission would not be allowed to devolve 
additional resource transfers to the states. The terms of 
reference are more circumspect in that they only urge the 
commission to bear in mind, among other considerations, 
various things including the objective of not only revenue 
account balancing at the centre and in the states but also 
generating surpluses and reducing the fiscal deficit, a term 
thrust upon us by the IMF. 

The Ninth Finance Commission was specifically asked to 
cover not only the non-plan side of the revenue account but 
also the plan side. This was a departure from the past and 
it evidently created problems. How could the Finance Com¬ 
mission cover the revenue component of the states’ plans 
without knowing what the overaU dimensions of the plans 
were? As a result, the Ninth Finance Commission’s dispen¬ 
sation on the matter was neither fish nor fowl except that 
it had to be taken into account by the Planning Commis¬ 
sion in determining how the stales’ plans would be financed. 
So now it has been decided not to ask the Finance Commis¬ 
sion to concern itself with the plan side of the revenue 
account. Evidently, the Planning Commission will do the 
exercise itself which, given the past practice in regard to plan 
formulation, is perhaps the more practical course. 

As in Ihe past, however, the centre has not been able to 
resist the temptation of trying to place as many constraints 
as possible on the Finance Commission, no matter what 
freedom and powers the Constitution bestows upon it. Apart 
from the considerations listed for the commission to bear 
in mind in deciding upon tax-sharing and grants-in-aid— 
the list is even longer this time—two additional items refer¬ 
red to the commission arc (1) the states’ debt position and 
(2) the Calamity Relief Fund. The First reference is extremely 
important because the states in general are weighed down 
by heavy debts, mostly to the cenirc. But the reference is so 
worded that it gives the commission little freedom to think 
afresh on the whole question of resource transfer by way of 
loans. As for the sedond reference, the whole approach to 
coping with calamities through the creation of a fund is 
clearly questionable. But whether the commission, as it is 
composed, will be able lo break new ground on such issues 
is a moot question. 
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POLITICS 

Fluid Positions 

THE presidential polls fixed for mid-July 
have once again brought to the fore the 
fluidity of Indian political play and the 
tentative character of the country's pre¬ 
sent political aggregations. Tensions and 
crevices have surfaced even in many of the 
national parties, not to mention the 
strains and stresses in the inter-party rela¬ 
tions. All this has once again highlighted 
the inherent problems and difficulties in 
the process of a stable realignment of the 
socio-political formations in the highly 
pluralistic (wlity that is India. 

The first tentative collective step was 
taken in this sphere when scheduled caste 
and scheduled tribe MPs, cutting across 
the otherwise sharply drawn dividing lines 
between the Congrcss(l) and the Janata 
Dal, came together to demand that the 
next president of the republic should be 
drawn from their midst. This congrega¬ 
tion was headed by Buta Singh, a former 
union minister and right-hand man of 
Indira Gandhi and her son Rajiv on one 
side and on the other Ram Vilas Paswan, 
also a minister in the lormer Janata Dal 
government and a close confidante of 
V P Singh. 

As the initial phase of the electoral pro¬ 
cess ends with the nomination of can¬ 
didates, S D Sharma for the Congress and 
G G Swell for the two major opposition 
parties, BJP and Janata Dal, most of the 
political parties and their inter-linkages 
are seen to be palpably subject to varying 
degrees of strains, barring of course the 
BJP and the C'PI(M) at the two extreme 
ends. The candidature of G G Swell, a 
member of a north-eastern hill tribe and 
a highly sophi.sticated politician technical¬ 
ly satisfies the declared predileaion of the 
Janata Dal leader V P Singh, but it is not 
so certain that it really coincides with the 
original objective of Ram Vilas Paswan 
that had prompted him to join hands with 
Buta Singh and company The exact form 
in which the dissatisfaction of (he Buta 
Singh lobby inside the Congicss(I) may 
express itself remains to be seen, but the 
opposition to V P Singh’s choice has 
already been publicly voiced by a number 
of his party colleagues, including some 
MPs. Dissent has also been expressed by 
some of the Dal’s National Itoik allies. 

Of much greater import, however, is the 
divergence between the Janata Dal and its 
firm ally for some time, the CPI(M). The 
CPI(M) has also failed so far to carry 
along with it two of its Left Front allies, 
namely, the CPI and the RSP, into sup¬ 
porting the Congress(l) candidate. 

The chief consideration that governed 
the Congress! D’s choice of candidate was 


the acceptability of a dependable can¬ 
didate to at least a segment of the Opposi¬ 
tion, without which he cannot be expected 
to get past the post. Both of these con¬ 
siderations are eminently satisfied by 
S D Sharma . The aim of V P Singh and 
his supporters, on the other hand, is the 
extension and consolidation of a commit¬ 
ted constituency of its own, for which pur¬ 
pose they have been cultivating the 
scheduled caste and scheduled tribe 
segments ever since V P Singh’s parting 
of ways with Devi Lai. 

The BJP’s uncharacteristic antipathy 
towards a brahmin from the Hindi heart¬ 
land and its adoption of a Christian 
candidate from the north-eastern hill tribe 
can only be explained by its felt need for 
brightening up its independent image by 
di.stancing itself from proximity to the rul¬ 
ing Congress since the inception of the 
Narasimha Rao government. The BJP 
also hopes to win a share of the SC/ST 
constituency and thereby foil the Janata 
Dal’s game to the extent possible. 

The tensions among the j.eft parties arc 
apparently the result of the traditional 
dilemma of choosing between an anti- 
Congress wider alignment or a defined 
linkage with the Congress as against ultra- 
Right forces. The old and basic questions 
of tactics which have been exercising the 
Left since the decline in Congress fortunes 
in the late 60s are yet to be fully or 
satisfactorily resolved. 

It will, however, be premature to con¬ 
clude that the positions taken by either of 
the two major opposition parties, that is, 
the BJP and the CPI(M), indicates their 
durable options, or that we are witness¬ 
ing some steps towards a stable realign¬ 
ment of the political formations. On the 
contrary, this is only a brief episode in the 
ngrag of the contemporary political 
process 

PUNJAB 

Another Spoke in the 
Wheel 

WORD has been put out, officially, that 
the prime minister, who has been con¬ 
spicuously reticent on the subject, will 


resolve outsunding issues relating to 
Punjab one by one, commencing mid- 
August. Whether thb is an exercise to be' 
seen to be doing something or is any in¬ 
dication of serious intention must for the 
present remain unanswered. But even were 
it to be assumed that the latter is the cascy 
the likely fruits of such an effort are 
seriously in doubt, if the contrary postur¬ 
ings that dominate the state's politics are 
any indication. 

The army has indicated that Operation 
Rakshak 2 currently in progress in PuRjab 
will draw*to a close in mid-August. 

Lt Genera! B K V Chibber, the gen^ of¬ 
ficer commanding the troops which has 
been conducting operations in the state, 
has indicated that the army is proposed ^ 
to be withdrawn to the barracks in a 
phased manner. Beam Singh, who often 
enough absent-mindedly forgets that he 
is chief minister purely by default and by 
the grace of New Delhi, has been insisting 
that the army will continue to be deptoyed 
in the state. 

But this is not the ordy absurdity tnat 
can be landed at the chief minister’s door. 
Among other things that have happened 
since he assumed office, it has been claim¬ 
ed on his behalf that “for the first time 
in a decade an all-out political campaign 
has been launched against terrorism” as 
a result of which “the common people, 
who were earlier afraid to speak out 
openly against the forces of terrorism, 
secessionism and religious fundamenta¬ 
lism, have now started coming out in the 
open to expose- them”. This allegedly'^ 
startling success of the ‘political cam¬ 
paign’ makes the chief minister evidently 
want to cling to the apron-strings of the 
army even more desperately. 

Funher, it has been claimed that Bcant 
Singh’s appeals to militants to surrender 
arms and to join the political ‘main- 
si ream’ have brought about “a 23 per cent 
decrease in terrorist killings”. But this 
wholesome development has had no 
restraining influence on the security 
forces. On June 9, in Behala village the 
security forces used six persons as a 
human shield for ‘Psushing out’ militants 
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from a haveli. The security forces continue 
to purvey barely credible fiction about 
their doings. One person killed in the 
Behala operation. Niranjan Singh ‘Dodhi’, 
. was described as the 'think tank’ of the 
Bhindranwala Tiger Force of Khalistan 
but in fact turned out to be an ordinary 
milk vendor. Also liquidated were two of 
his sons vho were abducted from near a 
tube-well and forced to enter the house 
that harboured the alleged militants. 

Nor has Beant Singh contributed to a 
clearing of the political environment with 
his nip-fiop statements on the Longowal- 
Rajiv Gandhi formula. He has now finally 
admitted that he had asked for a modi¬ 
fication of the formula after maintaining 
that he had never raised any such demand 
with the prime minister. To make matters 
worse he took care to add that the Punjab 
package could in no way be related to the 
militancy in the state which, according to 
him, had to be tackled separately 'as a law 
and order problem’. 

There arc other indications too Beant 
Singh’s contribution to seeking a solution 
to the problem can only be negative. Until 
now only the chiei ministers of Haryana 
and Rajasthan were seen as the hurdles in 
the way of the formulation of an accep¬ 
table package for dealing with the Punjab 
problem. But Beant Singh, aware that he 
must occasionally sound radical in order 
to dilute his stooge image, has embarked 
on a new rhetorical line—that while 
Chandigarh must go to Punjab. Abohar 
and Fazilka must not go to Haryana. And 
on the river water issue, insisting that any 
final decision with regard to the sharing 
of the waters of Sutlej and Beas must 
^ strictly conform to the relevant sections of 
the Punjab Reorganisation Act 1%6, 
Beant Singh is adamant that Punjab just 
cannot divert any canal waters from its ir¬ 
rigated lands. He is at the same time also 
keen that Haryiina must not be deprived 
of water, though he has not disclosed how 
this happy outcome is to be engineered. 
The net result of the chief ministerls con¬ 
volute posturings has been that the 
centre has decided to delay the announce 
ment of its so-called Punjab package But 
will the situation be very dirferent by mid- 
August when it is now committed to revive 
Its efforts to find a solution^ 

ENVIRONMENTAL. DESTRUCTION 

Partners in Crime 

Bharat Dogra writes: 

IT has been seen at the Earth Summit at 
Rio and at other international gatherings 
on environment issues that a north-south 
divide has clearly emerged. The dividing 
line is that it is the highly consumenst life 


style of the north which has contributed 
to most of the environment problems of 
the world. This is very correct but we 
should specify the culprits even more 
clearly. We can ask who are the people 
within the north who lead the sort of life 
style that puts a very high pressure on the 
available resources. 

According to the Human Development 
Report, 1991 of the United Nations 
Development Programme, about 100 
million people live below the poverty line 
in the industrial market economy coun¬ 
tries and about the same number live 
below the poverty line in the former USSR 
and eastern Europe (data for 1990). Thus, 
on the whole, almost 20 per cent of the 
population in the developed countries 
lives in poverty and so can be excluded 
from the number of people who can be 
blamed for a highly consumerist life style 

On the other hand, within the develop¬ 
ing countries there are very sharp in¬ 
equalities so that despite all the poverty 
that exists, the top 10 to 20 per cent of 
population have managed to assume a 
highly consumerist life style for them¬ 
selves. According to one estimate, in most 
third world countries, approximately 60 
per cent of the national income is ap¬ 
propriated by the upper 20 per cent of the 
population. There is no reason why this 
20 per cent of the population of the 
developing countries, which also pursues 
a highly consumerist life style, should not 
also be blamed for the environmental rum 
in the world. 

So It is basically the top 80 per cent of 
the population of the developed countries 
and the top 20 per cent of the population 
of the developing countries which should 
be blamed for the consumerist life style 
which puts a heavy pressure on the world’s 
resources. Eighty per cent of the popula¬ 
tion of developed countries means a total 
of about 800 million people and 20 per 
cent of the population of the developing 
countries also works out to about 800 
million people. So the blame has to be 
accepted by nearly 1.6 billion people— 
one-third to one-fourth of the world 
population, half of them living in the 
developed countries and half in the 
developing countries. 

Now the irony of the situation is that 
It IS only the representatives of these 1.6 
billion people who generally officially 
represent the developed as much as the 
developing countries at international 
gatherings such as the Earth Summit. The 
silent majority consisting of the deprived 
people—over .1..^ billion—seldom find a 
place in the official delegations, whether 
from the developed countries or the 
developing countries 


TWENTY YEARS AGO 

EPW. June 24, 1972 

The tacts of the steel debacle which 
began in the mid 60s, if not earlier, are 
fairly well known by now In the eight- 
year span between the end of the Third 
Plan and that ol the I ourth in 1973-74, 
less than 2 mn ingot tivnnes would be 
added to the country’s steel ctpacity. 
Worse still, production ol steel actually 
declined between l%5-66and 1971-72. 
These facts are unlikely to come as a 
surprise to anyone. And yet the all-too- 
obvious link between the dismal per¬ 
formance in steel and the relative in¬ 
dustrial stagnation of the last few years 
appears to have received precious little 
attention. For instaiuc, how often does 
the fact of per capita availability of 
steel having gone down fioni 16 kg at 
the end of the Third Plan to 1.3 kg m 
1971-72 find even passing mention in 
discussions of the industrial situation? 
Indeed, there has been greater readi¬ 
ness to see the opposite relationship 
between steel production and in¬ 
dustrial growth, or the lack of it. Thus 
it ha.s been pointed out, not without 
a sense ol relief, that because ol the 
slump in industrial investment and 
output the adverse consequences (as 
measured by the gap between steel pro¬ 
duction and demand) of the lag in ex¬ 
pansion of steel capacity and the cost 
thereof in terms of foreign exchange 
expenditure on steel imports have been 
minimised! E.ven in more responsible 
quarters, the concern has been with en¬ 
suring that stecl.production kept pace 
with demand, or that at lea.st too wide 
a gap did not develop between the two. 
Hence the repealed exeitises in estima¬ 
tion of demand lor steel—even as steel 
production stagnated. The vision of 
steel as a prime mover of economic 
development, which had informed the 
Second Plan’s bold decision to laise 
steel capacity four-fold Irom 1..^ mn 
tonnes to 6 mn tonnes in the Plan 
period, appeared to have been com¬ 
pletely lost. 

Arc things changing'* With Bokaro 
at last in sight of the light at the end 
of the long tunnel and with the con¬ 
sultants’ feasibility reports on the 
Vijayanagar and Visakhapatnam 
plants, as well as the smaller Salem 
special steels plant, in hand, the Steel 
Ministry is talking of adding two mn 
tonnes annually to steel capacity in the 
Fifth Plan. This is hardly spectacular, 
for It will still not take steel capacity 
much above 20 mn tonnes by the end 
of this decade, if even that. And what 
IS more, as things are even this modest 
target looks almost a pie in the sky. 
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STATISTICS 


Mtfiation (per cent) 


Index Nunibcn of Wholeside Prioee 


Latest 

Over 

Over 

Over 





(1981-82 > 100) 

Weight 

Week 

Last 

Last 

March 

In 

In 

in 

In 



16-5-92 

Month 

Ykar 

1992 

91-92* 

90-91 

89-90 

88-89 

All Commodities 

100.0 

219.5 

0.3 

12.6 

1.4 

13.6 

10.3 

7.5 

7J 

Primary Articles 

32.3 

230.3 

0.2 

15.0 

1.2 

18.2 

13.0 

2.2 

4.9 

Food Articles 

17.4 

265.3 

0.8 

22.7 

3.6 

20.2 

11.8 

1.2 

9.9 

Non-food Articles 

10.1 

225.2 

-1.0 

4.4 

-3.1 

18.2 

17.0 

3.6 

-1.7 

Fuel, Power. Light and Lubricants 

10.7 

214.1 

0.3 

13.0 

0.2 

13.2 

12.3 

3.6 

5.6 

Manufactured Products 

57.0 

214.4 

0.7 

III 

1.8 

11.2 

8.4 

11.3 

9.4 






Variation (per cent) 



Coal of Living Index 


Latest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

in 

In 

In 



1992 

Month 

Ykar 

1991 

1991-92 

1990-91 

89-90 

88-89 

Industrial Workers 1982 = 100 

229^ 


13.9 

13.9 

13.5 

11.2 

6.5 

9.1 

Urban Non-Manual Employees 1984-83 = lOo 

191’ 

0.3 

13.0 

13.0 

NA 

11.0 

6.9 

8J 

Agricultural Labourers July 40 to 

1046’ 

0.8 

21.9 

21.9 

19.3 

7.5 

3.2 

11.4 

June 61 = 100 













Variation (per cent in 

brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 







Vik«k 

Last 

Last 

March 31, 

In 

In 

In 

In 



(1-5-92) 

Month 

Year 

1992 

91-92 

90-91 

89-90 

88-89 

Money Supply (M^ 

Rs crore 

3.24.783 

3,051 

51.299 

9,690 

49,560 

36,242 

37,866 

30J77 



(1.6) 

(18.8) 

(3.1) 

(18.5) 

(15 7) 

(19-6) 

(19.0) 

Net Bank Credit to Government Sector 

Rs crore 

1.64.448 

2,029 

18,348 

6.158 

24,589 

21,477 

19.631 

12,771 

Bank Credit to Commercial Seaor 

Rs crore 

1.98.168 

2.811 

26,230 

6,976 

24.173 

14,832 

23,184 

21,686 

Net Foreign Exch Assets of Banking Sector Rs crore 

19.110 

-390 

12.141 

- 417 

10,098 

1.519 

85 

1,033 

Deposits of Scheduled Commercial Banks 

Rs crore 

2,35,964 

1,720 

39,082 

5,506 

37,916 

25,563 

26,809 

22,105 




(0 7) 

(19.9) 

(2 4) 

(19.7) 

(15.3) 

(19.1) 

(18.7) 

Foreign Exchange Assets 

Rs crore 

14.227 

-325 

11,802 

- 351 

9.017 

- 1.710 

-600 

-830 




(-2.2) 

(486.7) 

(-2.4) 

(225.5) 

(-30.0) 

(-9.5) 

(-11.6) 

Index Numbera of Industrial 

Wtighi 

Latest 







Production 


Month 

Avecages for 


Variation (per cent) 


(1980-81 = 100) 


(Dec 91) 



In 

In 

In 

In 

In 




1991-92 

1990-91 

1990^91 

1989-90 

1988-89 

1987-88 

I98fr«7 

General Indo 

100.0 

220.3 

201.7 

203.2 

8.4 

8.6 

8.7 

7.3 

9.1 

Mining and Quarrying 

11.5 

246.0 

231.5 

206.5 

3.5 

6-3 

7.9 

3.8 

6.2 

Manufacturing 

77.1 

209.6 

193.3 

198.1 

9.2 

86 

87 

7 9 

9.3 

Electricity 

11.4 

266.2 

252.2 

234.6 

86 

10.8 

9.5 

7.7 

10.3 

Basic Industries 

39.4 

NA 

NA 

NA 

43 

54 

99 

5.6 

9.2 

Capital Goods Industries 

16.4 

NA 

NA 

NA 

21.9 

22 4 

7.0 

15 9 

18.2 

Intermediate Goods Industries 

20.5 

NA 

NA 

NA 

56 

4 3 

11.5 

4.8 

4.4 

Consumer Goods Industries 

23.6 

NA 

NA 

NA 

NA 

6.3 

4.2 

6.5 

7.1 

Durable Goods 

2.6 

NA 

NA 

NA 

10.9 

1.7 

12.0 

7.8 

18.9 

Non-Durable Goods 

21.0 

NA 

NA 

NA 

5.2 

7.5 

2.5 

6.2 

-4.9 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month 



In 

In 

In 

In 

In 



(Mar 92) 

1991-92 

1990-91 

199-92 

1990-91 

1989-90 

1988-89 

1987-88 

Expon 

Rs crore 

4.785 

43.823 

32,553 

43.828 

32.597 

27,681 

20,232 

15,674 






(34 6) 

(17.5) 

(36 8) 

(29.1) 

(25.9) 

Import 

Rs crore 

4.726 

47,797 

43,193 

47,797 

43,171 

35,416 

28,235 

22,244 






(10 7) 

(21.9) 

(25 4) 

(26.9) 

(10.7) 

Balance of Dade 

Rs crore 

4 59 

- 3.974 

-10,640 

3,974 

8,545 

- 7,7.35 

- 8,003 

-6,570 

Employment Exchange SlatistirH 

Unit 

Latest 

Cumulative for* 








Month 



In 

in 

In 

In 

in 



Nov 

1991 

1990 

1990 

1989 

1988 

1987 

1986 

Number of Applicants on Live Rcgisier 










as at end of I^riod 

Thousand 

36,302 

36,302 

34,484 

34.632 

32,776 

30,050 

30,247 

30,131 

Number of Registrations 

Thousand 

495 

5,804 

6,541 

6,541 

6,576 

5.963 

5,465 

5,535* 

Number of Vacancies Notified 

Thousand 

43 

468 

444 

530 

600 

543 

621 

623 

Number of Placements 

Thousand 

19 

234 

241 

284 

289 

329 

360 

351 

Income 

Unit 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

Gross Domestic Product (current prices) 

Rs crore 

4,72,599 

4,01,569 

3,51,724 

2,94,266 

2,59,055 

2,33,476 

2,08.577 

1,868,723 

Gross Domestic Product (1980-81 prices) 

Rs crore 

2,10,477 

1.99.329 

1.87.725 

1,70.041 

1,62,711 

1,56,600 

1.50.469 

1,44,865 

Per Capita Income (1980-81 prices) 

Rupees 

2,227 

2,148 

2,078 

1,903 

1,866 

1,842 

1.811 

1,787 


* For cuirenl year uplo latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs 4 Upto latest month for which dau are available. NA- Not available. 

4 4 Provisional data @ Quick estimates 

Notes: (I) Superscript numeral denotes month to which figure relates, e g, superscript' indicates that the Tigute is for January and so on. 
(2) Figures in brackets denote percentage variation over previous period 
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THE MARKETS 


\fested Interests against Modernisation 


D P Sharma 

REPRESENTATIONS made by oil 
millers urging the government to ban the 
use of expander/extrusion technology by 
the solvent extraction industry provide a 
telling illustration of vested interests pro 
testing against the process of modernisa¬ 
tion which has everything to commend it 
and needs to be accelerated. While one 
does not expect producers to take kindly 
to any action which threatens to harm 
their interests, it is unfortunate that oil 
millers should seek to stall a process in 
utter disregard of the imperative need for 
modernisation of the industry. Seen in the 
national perspective as also the govern 
ment’s declared commitment to promote 
modernisation and competition under the 
liberali.sation regime, the case put up by 
oil millers is much too'weak to merit any 
serious consideration. 

Oil millers contend that expanders are 
nothing but high capacity expcllers, that 
allowing expander technology in the 
organised sector violates the government’s 
existing policy under which crushing of 
major oilseeds is reserved for the small- 
scale sector and that huge purchases of 
seeds by solvent extraction units equipped 
with expander technology arc undermin¬ 
ing the operational viability of expeller 
units in the .^mall-scale sector as they 
cannot compete with the organised sector 
units. The point has also been made that 
expander oil being costlier by about 
Rs 2,000 a tonne expeller oil is better 
suited for meeting the needs of consumers. 
The argument runs that if the present situ¬ 
ation IS allowed to continue the entire 
milling industry will become sick com¬ 
pelling several units to close down in 
due course, resulting in considerable 
unemployment. 

The points made by oil millers cannot 
stand even casual scrutiny. Nobody can 
deny that the expander system improves 
the quality and increases the recovery of 
oil because of the lower oil loss in pro¬ 
cessing. The expander system also enables 
substantial saving in energy as also 
solvents. Besides, the deoiled meal from 
the expander system is superior to that 
obtained from the solvent extraction of 
oilcakes and commands higher prices in 
the export market. Fears expressed by 
small sector units about the possible shor¬ 
tage of raw material due to large direct 
purchases of seeds by the solvent extrac¬ 
tion units are highly exaggerated. The 


crushing capacity of units equipped with 
expanders still constitutes a very small 
percentage of the total oilseeds production. 

The government has been seriously 
engaged for quite some time in identifying 
equipment and machinery for improving 
the quality and yield of products with a 
view to effecting cost reduction and 
energy conservation in the vegetable oil 
sector. Of late it has been encouraging the 
u.se of expander technology by the vegeta¬ 
ble oil industry. In the circumstances, the 
meeting convened by the union ministry 
of civil supplies to discuss the matter with 
various concerned interests could not 
possibly have served any useful purpose 
other than informing oil millers that they 
had no really genuine cause to complain. 

Another allied issue which demands 
serious consideration is the solvent in¬ 
dustry’s plea for removal of reservation 
lor small-scale sector of crushing of major 
oilseeds—groundnut, lape-mustard seed 
and sesame seed—which together account 
for nearly three-fourths of the total 
oilseeds production in the country. Reser¬ 
vation of crushing of major oilseeds ac¬ 
cords ill with the deregulation of industiy 
That apart, processing of major oilseeds 
by small-scale units using obsolete tech¬ 
nology results in higher cost of produc¬ 
tion and considerable loss of oil which 
IS certainly a matter of great concern 
because of the con.inuing gap between 
domestic supply and demand, necessita¬ 
ting import of edible oil involving expen¬ 
diture of scarce foreign exchange. 

With the government firmly committed 
to liberalisation and modernisation lo 
make the industry efficient and compe¬ 
titive, obstacles in the way of achieving the 
desired policy objectives must be removed. 
In view of the pressing need to augment 
domestic availability of vegetable oils, 
edible as well as non-edible, there is 
no escape from pursuing the process of 
modernisation vigorously. Vested interests 
should not be allowed to hamper this pro¬ 
cess. The authorities concerned with pro¬ 
viding financial assistance would do well 
to insist that entrepreneurs setting up 
new/additional capacity must incorporate 
modern technologies appropriate to the 
Indian environment. It is common know¬ 
ledge that entrepreneurs are setting up 
new/additional capacities mainly with the 
help of institutional finance and state sub¬ 
sidies in various forms. 


The prospect of expeller units having 
to close down because of competition 
from units employing expander/extrusion 
technology should not be allowed to 
hamper the modernisation programme so 
very essential for the growth of the sol 
vent industry on healthy lines. 

Market-wise, there has been no noticea¬ 
ble change in the oilseeds./oils scenario 
over the past few weeks Meteorological 
department’s forecast of a below-normal 
monsoon with only 70 per cent of the 35 
meteorological divisions expected to get 
normal-to-excess rainfall has not so far 
had any noticeable impact on the trading 
sentiment. Movements in edible oil prices 
have been confined within a narrow range. 
All the commonly used edible oils are 
placed lower than a year ago which is 
quite significant in the context of the 
general inflationary pressures in the 
economy—around 11.5 per cent rise in the 
wholesale prices index over the 12-month 
period. Groundnut oil is cheaper by 7.7 
per cent, sunflower oil by 7.5 per cent, 
kardi oil by 6 4 per cent, edible grade rice 
bran oil by 10.2 per cent, refined .soybean 
oil by 6 per cent, refined cottonseed oil 
by 7.9 per cent and refined mu.st^rd oil by 
3.5 per cent. 

The overall behaviour of edible oil 
prices suggests ihai the supply-demand 
position IS reasonably well balanced due 
partly to inipioved supply and partly to 
subdued copsumet demand attributable 
largely to erosion ol purchasing power 
and slack trade demand because of finan¬ 
cial stringency and high interest rates. 
Market expect at mils are not conducive to 
inventory build up at any level. 

Reports from all the major kharif 
oilseed growing areas indicate that, except 
in a lew isolated pockets, the first round 
of rains iliougli slightly delayed, has been 
reasonably .satislaciory lor commencement 
of.sowing operations. It is too premature 
to make any worthwhile observations 
about crop pio.specis. The progress of the 
monsoon will need caielul watching. 
From the viewpoint of crop outturn the 
total amount of lainlall during the season 
IS not all that sigiiilleant as the distribu¬ 
tion ol rainfall Most market men are in¬ 
clined to the view that under normal 
weather conditions, edible oil prices arc 
unlikely to register a marked rise during 
the lean months ahead. The supply- 
demand position could call for fresh ap¬ 
praisal towards the end of July in the light 
of the behaviour of the monsoon. If need 
be, India could avail of the credit facility- 
extended by the Malaysian government for 
the purchase of palm oil. 
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COMPANIES 


Contaminated’ Securities 


Jairaj Kapadia 

IT was much ado about nothing, the Unit 
Ihist of India refusing deliveries of shares 
in the names of the suspects in the secu¬ 
rities scam. Following that trading was 
suspended by brokers on the Bombay 
Stock Exchange for IS days from June 10 
to June 2S with their counterparts on the 
other major stock exchanges also refrain¬ 
ing from transacting business. The UTI 
objecting to the share deliveries and order¬ 
ing the Stockholding Corporation of 
India, handling institutional investments, 
to refuse acceptance as ‘bad deliveries’ 
threw the market out of gear. The stock 
exchanges maintained that the shares 
delivered were in order and the brokers did 
not budge in the matter. The Securities 
and Exchange Board of India and its 
chairman, G V Ramakrishna, who has 
looked ever eager to safeguard the in¬ 
terests of common investors, also did 

The WeekV CompanieH 


nothing in this situation. The SEBI chair¬ 
man First declared that the market must 
go on with trading and .subsequently ex¬ 
pressed an opinion against the UTl’s 
assuming an adverse stance on the share 
deliveries. 

He could have done more. The issue 
revolved round the presidential ordinance 
promulgated on June 6 to seize the assets, 
including Financial securities, of the 
suspects in the scam which had been ac¬ 
quired after April I, 1991. The backdating 
ot the seizure complicated matters, as 
earlier the Bombay Stock Exchange had 
secured a court order defreezing shares 
and stocks of Harshad Mehta and as.so- 
ciates in which business had been trans¬ 
acted before May 14. With the court order 
the .securities had been rendered free of 
acquisition and seizure and that is how 
they had been delivered by the brokers to 


the UTI towards the purchases made by 
the institution. 

However, after the ordinance of seizure 
was promulgated, it prevailed, and the 
UTI declined acceptance of the share 
deliveries. Following that the stock ex¬ 
change chiefs called on the custodian ap¬ 
pointed for the seizure, A K Menon, and 
also met with officials on the ministry of 
finance. But the ordinance could not be 
amended just like that. Finally, the 
authorities of the stock exchanges were 
contemplating moving the courts in the 
matter, which they were reportedly ‘advis¬ 
ed’ to do by finance ministry mandarins. 

If the court upheld its earlier ruling of 
unfreezing the securities prior to May 14 
which the Central Bureau of Investigation 
was holding in its custody, the ordinance 
Itself could stand amended to that extent. 
Bui how come the SEBI has distanced 
Itself from the issue? If market regulation 
was his concern, it was necessary he also 
took a stand 

So far as the U'l I was concerned, as the 
trust’s chairman declared while announ¬ 
cing its results fot 1991-92 on lune 25, 
shares worth only Rs 3 crorc were in ques¬ 
tion. Was It then worth making an issue 
of it and bringing about a closure of 
trading, when, according to BSF’s ex¬ 
ecutive director M R Mav.va, the ttansac- 
tions were valid under the rules and bye¬ 
laws of the stock exchanges Mayya also 
explained that the Supreme Court itself 
had ruled that buyers holding shares 
under valid transfer deeds and against 
legitimate payments had rights over the 
shares 

« * • 

Results of two of the companies review¬ 
ed here am mceti'—of Hindustan Develop¬ 
ment Corporation for the financial year 
ended last March and ot Lipion India lor 
the year ended last December. Of the third 
company, Coiour-Chem. the results cover 
the year 1990-91 But the annual report 
throws light also on the subsequent year’s 
working. 

HINDUSTAN DEVLUJPMENl 

Funds to Spare 

Hindustan Developnicm’s latest results 
are certainly encouraging, but they reflect 
an extended position of Finances. This ap¬ 
parently is due to the company having 
made, near the close of the year, both a 
rights issue and a public issue of partly 
convertible debentures which were both 
oversubscribed. With 15 per cent of over¬ 
subscription retained, the company raised 
Rs 100.83 crorc through the rights issue 
and Rs 208.30 crore through the public 


(Rs lakh) 


Hinduvlan l.iplon India Colour-Cheni 

Development 

Financial Indicators March March December December March March 

1992 1991 1991 1990 1991 1990 


Income/expenses/profits 
Net sales 
Other income 
Raw materials consumed 
i^iwcr and fuel 

Other manufacturing expenses 

Labour cost 

Other expenses 

Operating proFils 

I merest charges 

Gross profits 

Deprecialion 

Profits before las 

Thx provision 

Profits after lax 

Dividends 

Littbilities/asseis 

Pud up capital 

Reserves and surplus 

Ijong term loans 

Short term loans 

Other liabiliiies 

Gross fixed assets 

Accumulated deprecialion 

Invcniories 

Of which finished giKHls 
Receivables 
Loans and advances 
Cash and bank balances 
Invesimenis 
Other assets 
Iblal habiliiiestassels 
Key financial ratios 
tbrnover ratio 
Return on sales 
Return on invesimeniVt 
Return on equity (*'•) 

Earning per share 
Dividend (^) 

Book value pec share (Rs) 
Curieni market price 
P/E ratio 


2%57 

25078 

65773 

1599 

1035 

1235 

15.144 

12827 

49908 

1700 

1350 

201 

1978 

1613 

5510 

2714 

2464 

2297 

2578 

2156 

5730 

6922 

4667 

3559 

1522 

939 

1048 

5400 

8728 

2511 

1913 

15.14 

208 

1467 

2194 

2303 

291 

580 

1150 

3176 

1614 

1153 

649* 

56.1 • 

394 

325b" 

1251" 

1575 

20704 

18111 

3209 

12809 

8633 

1337 

19249 

84.36 

2300 

15108 

9198 

7575 

57858 

38226 

3570 

10.140 

8401 

13.32 

7866 

5883 

10368 

2477 

2.374 

.3087 

1878 

3260 

i528 

10271 

8174 

1654 

2I7S9 

306 

148 

33 

183 

60 

91126 

47031 

15998 

0 12 

0 53 

4.11 

18 21 

14 87 

3 82 

191 

7 83 

15 70 

13 26 

7.55 

24 10 

990 

5 03 

7 32 

20 

20 

25 

74 71 

66 62 

30 37 

IIX) 

— 

255 

10.10 

— 

34.84 


56221 

II4I8 

9662 

1121 

614 

417 

43443 

6646 

5842 

216 

898 

705 

422.1 

941 

744 

2055 

1.150 

1155 

5001 

1173 

940 

2582 

1692 

11.36 

1207 

765 

553 

1.175 

927 

583 

170 

241 

243 

1205 

686 

340 

622 

270 

104 

58.1 

416 

236 

346 

175 

175 

1575 

794 

794 

2449 

1689 

1415 

1230 

1106 

1212 

2216 

3402 

2115 

5704 

4189 

.3051 

2997 

6481 

5404 

1144 

3688 

3487 

8073 

4119 

3095 

2820 

2736 

20% 

985 

3186 

2800 

2071 

691 

570 

1.38 

126 

95 

54 

265 

110 

13176 

11179 

8588 

4 27 

1 02 

1 13 

2 45 

8 12 

6.03 

10 44 

8 29 

6 79 

14.49 

16 75 

10.68 

3 70 

52 39 

29 72 

22 

22 

22 

25 55 

312 65 

278 24 

_ 

1600 

_ 

— 

30.54 

— 


Rs 7 yo lakh preference dividcnl 
Rs 50 lakh preference share capital 
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i issue. The effect of this on the company’s 
' finances will be seen in the accompanying 
j table. What is important is that the com¬ 
pany closed the year with cash and bank 
balances of an amount of Rs 217.S9 crore, 
compared to Rs 3.06 crore at the close of 
the previous year. Loan funds also increas¬ 
ed sizeably, while conversion of the deben¬ 
tures into equity for an amount of Rs 100 
; out of the debenture price of Rs ISO is to 
1 wait till September this year, 
i The company will have to deploy the 
i finances on hand uigently. The annual 
i report refers to some of the proposals on 
' hand, while more light on this may be 
: shed at the annual general meeting which 
is scheduled for June 26. Meanwhile, 
despite improved results, the turnover 
ratio has dropped and so also return on 
tjnvestment. And despite the high amount 
of reserves, a bonus issue will have to 
await the conversion of debentures. 

This West Bengal-based company’s 
Bamunari engineering plant performed 
much better in both production and turn¬ 
over. But it also experienced restricted off¬ 
take by the erstwhile USSR. The Santia- 
gachi plant was restrained by the low off¬ 
take of wagons by the railways. The Tiljaia 
plant is due to make significant impsove- 
ment with better product-mix and new 
plant and machinery being in.stalled by 
way of modernisation The general engi¬ 
neering works in the north experienced 
stiff competition from composite units 
making both wire and wire rods with 
unremunerative prices obtaining as a 
result. Samples of auto tyre bead galvanis¬ 
ed stranded steel have met with the ap¬ 
proval of buyers in the US, Sri Lanka and 
>J^kistan. The chniucals division at Haldia 
stands to gain by the decanalisation of 
import of raw petroleum coke with effect 
from April I. 1992. But rationalisation of 
import duty on RPC vis-a-vis calcined 
petroleum coke remains still an issue. The 
unit has progressed in implementation of 
the caustic soda project, while efforts are 
under way for diversification into other 
carbon-related products. 

The chemicals division at Olpad, Sural 
has increased production of sodium/ 
potassium cyanide, sodium ferrocyanide 
ind eipheoyl guanidine. Import duty on 
cyanides now stands reduced from ISO per 
cent to 110 per cent. A pilot plant for 
manufacture of cyanuric chloride is being 
set up and it is expected to be completed 
early next year. The division is to imple¬ 
ment a letter of intent for manufacture of 
methylmethacrylatc/polyraethacrylate, 
making the company only the second in 
, India to undertake its production. The HT 
insulator division at Mandideep in Madhya 
Pradesh has become one of the most 
reputed manufacturers of high strength 
solidcore insulators in the country. The 
divisioa has progressed into production of 


soUdeore bushings and disc insulators up 
to 400 KV applications. The production 
range of SF-6 circuit breakers is being in¬ 
creased up to 400 KV. However, the divi¬ 
sion’s opoating results are not satisfactory 
owing to training of workmen to meet 
stria quality standards resulting in loss of 
a considerable volume of produaion. A 
three-month long strike by workers af¬ 
fected production during the year. The 
jute unit. Dalhousic Jute Company, has 
maintained produaion in the face of the 
industrywide general strike for aboutt two 
months. In the steel unit at Malanpur, 
MP, the foiling mill, to commence pro¬ 
duaion in the second quarter of 1992, is 
to derive the benefit of a reduaion in im¬ 
port duty on shredded scrap from 3S per 
cent to 10 per cent. The steel melting shop 
went into produaion in March 1992. With 
the new policy announcement on exports 
covering steel, the company is examining 
piospeas of steel export. 

LIPTON INDIA 

Higher Return on 
Equity 

Tfea and coffee have remained Lipton 
India’s source of strength, the company 
achieving a better performance last year 
through brand building of these and by 
strengthening its distribution infra.struc- 
ture. A new unit at Etah commissioned in 
1991 stabilised operations, making a sig¬ 
nificant contribution to profits, while it 
achieved full capacity towards early 1992. 
A similar projea is being set up in the 
backward district of Dharwad in Karna- 
laka. The company successfully test- 
marketed a vending machine-based tea/ 
coffee service in Pune during 1991 and ex¬ 
tended the service to Bombay. The edible 
fats operations ericounlened difficult 
trading conditioas with saere oompaition 
putting margins under pressure. But the 
company relaunched its sunflower oil 
brand which is doing well. Formalities of 
acquisition of Hindustan Lever’s Sham- 
nagar faaory are to be completed this 
year. Meanwhile, the company has identi¬ 
fied a new opportunity for bakery fats, 
drawing on Unilever's experience and 
technology in the field. The range of 
bakery fats and services were extended to 
north and east India, after these were suc¬ 
cessfully test-markaed in the south. 

The dairy products business thrived on 
sustained demand fbr 'Ankie’ ghee and 
’Anikspray’ milk powder. The company is 
looking-forward to further growth with 
value added products under the new in¬ 
dustrial policy. It has launched a whitener 
in early 1992 in West Bengal where the 
produa is under test-marketing. In the 
animal feeds business, which maintained 
volume growth, entry has been made in 
the fish feed marjia and it has been decid¬ 


ed to set up a modern fish feed plant in 
Andhra Pradesh. In new foods, growth in 
soft drinks market in aseptic packaging 
has not been up to expectations, and the 
company has dropped the proposal of 
development of the same But in exports 
a 40 per cent volume growth was obtain¬ 
ed, with the earnings of foreign exchange 
increasing from Rs 1,167 lakh in 1990 to 
Rs 1,939 lakh in 1991. 

Because of bulk business, Lipton Incfia 
registas a high turnover ratio but with a 
low return on sales. However, The return 
improved last year from 2.45 per cent to 
3.82 per cent and so also return on invest¬ 
ment from 10.44 per cent to 15.70 per 
cent. Return on equity increased sharply 
at the same time from 14.49 per cent to 
24.10 per cent, leading to declaration of 
a higher dividend for the year. 

COLOUR-CHEM 

High Earnings Per Share 

Colour-Chem’s small share capital of 
Rs 794 lakh in relation to operations puts 
(he company in an assured position not¬ 
withstanding ups and downs in business. 
It also explains the company’s high earn¬ 
ings per share in a favourable situation. 
Such a situation obtained in 1990-91, 
though the annual report suggests of a 
possible slide during the subsequent year. 
Chairman E Baltin’s statement mentions 
indenting business suffering after restric¬ 
tions were put by the Reserve Bank on im¬ 
ports. Moreover operations at Roha works 
were suspended due to agitation by work¬ 
men from June 4, 1991 followed by declara¬ 
tion (foir the first time in the company's 
history) of a lock-out effeaive from June 
26, 1991. The lock-out was subsequently 
lifted in a phased manner starting from 
July 29. 

The company is pursuing with its colla¬ 
borators. Hoechst AG, commercially 
viable projects for expansion of its aai- 
viiies. It had received requisite approvals 
for the manufaauie of oil and well chemi¬ 
cals and is implementing (he proposal in 
a phased manna wfth an installed capacity 
of 5,000 tonnes per annum at its Roha 
plant. The company incurred capital ex¬ 
penditure of Rs n crore out of a projected 
Rs 30 crore towards upgradation of tech¬ 
nology and modernisation of the Thane 
and Roha factories. The projea for the 
manufacture of Diketcne was to go on 
stream in Septemba 1991. Export eaniings 
of Rs 19.77 crore fob (induthng Rs 292.11 
lakh of merchant exports) constituted an 
improvement of 18 pa cent avtr the pre¬ 
vious year. Haycolour, the joint venture 
in Sri Lanka, declared a IS pa cent 
maiden dividend for the year to Maidi 31, 
1990 and. leporting improved pafor- 
manoe, leturned a higher dividend of 20 
pa cent for 1990-91. 
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IN THE CAPITAL MARKET 


Veena Textiles 

The existing unit of Veena Textiles, 
belonging to the SSM group is located 
at Komarapalayam in district Salem of 
Thmil Nadu and has two embroidery 
machines, nine narrow fabric elastic tape 
machines and 24 automatic looms and 
produces blouse material, dhoties, em¬ 
broidered cloth and elastic tapes. The 
company is embarking upon an expan¬ 
sion programme at a capital outlay of 
Rs 262 lakh. The proposed expansion 
will increase the installed capacities to 
produce blouse material from 1.7 lakh 
metres to 13.30 lakh metres per annum 
and dhoties from 2.6 lakh metres to 12.50 
lakh metres and create a fresh installed 
capacity to produce 3 lakh metres of 
terry towels per year. The expan.sion pro¬ 
ject envisages installation of 48 
automatic looms, eight terry towel looms 
and two twisting machines. The auto¬ 
matic looms have already been installed 
while the delivery of the terry towel 
looms is expected in the month of 
November/December 1992. To finance in 
part the expansion programme, the com¬ 
pany is making an issue of 18,00,000 
equity shares of Rs 10 each at par. Out 
of the issue, 90,000 shares arc earmark¬ 
ed for allotment on preferential basis to 
the employees (including working direc¬ 
tors) of the company and the remaining 
17,10,000 shares are being offered to the 
public. A charitable trust of the group 
IS running an institute, SSM Institute of 
Textile Tfechnology, and offers diploma 
courses in the specialised field of textile 
technology. The other member of the 
group, Thn India, is a multi-divisional 
organisation engaged in the production 
of wattle extracts, cotton yarn, portland 
cement and sorbitol. The group’s acti¬ 
vities also include the mining of lime¬ 
stone and granite stones in the 5(X) acres 
of quarries in'Trichy, Salem and Periyar 
districts. According to M S Mathivanan, 
managing director, the turnover of the 
company will go up to Rs 27 crore. The 
issue opens on July LS PN B Capital Ser¬ 
vices and Fairgrowth Financial Services 
are the lead managers to the issue. 

Gujarat Ambuja 
Proteins 

Gujarat Ambuja Proteins, which will 
be in the market on July 7 with an offer 
of 6,28,000 fully convertible debentures 
of Rs 230 each for subscription at par. 
is another profit-making and dividend¬ 
paying company, engaged in the manu¬ 
facture and marketing of refined edible 
oils at Himatnagar in Sabarkaniha 
district in Gujarat. The company is diver¬ 
sifying operations to cover manufacture 
of different grades oi starch, liquid 


glucose, dextrose and sorbitol, besides by¬ 
products, by processing 90,(XK) tonnes of 
maize annually. With commercial pro¬ 
duction slated for December this year the 
project will enhance turnover to Rs 174 
crore in 1993-94 and increase earnings 
per share on the Rs 23 crore share capital 
to Rs 7.10. The debentures issue is to 
gross Rs 40 crore and each debenture of 
Rs 250 is proposed to be converted into 
10 equity shares of Rs 10 each at Rs 13 
premium in two stages, first six months 
from the date of allotment and the se¬ 
cond after 18 months. The company has 
doubled its refinery capacity and set up 
a solvent extraction plant while increas¬ 
ing also its storage capacity of edible oil. 
It has been paying dividend since 
1987-88, having declared a 26 per cent 
dividend for 1990-91. V K Gupta, who 
established Ambuja Foods, Ambuja 
Agro Industries and Gujarat Ambuja 
Exports, is the promoter of Gujarat 
Ambuja F*roteins. PNB Capital Services 
IS the lead manager of the capital issue. 

Nagaijuna 

Construction 

Nagarjuna Construction Company is 
shortly coming out with a public issue 
of Rs 180 lakh in 18,00,0(X) equity shares 
of Rs 10 each at par, 90,000 shares be¬ 
ing reserved for employees including 
working directors. The company has 
taken over the business of Nagarjuna 
Construction Corporation, which was set 
up in 1978 by A V S Raju, and which has 
executed civil, structural, electrical and 
roadwork projects. The company has 
grown steadily over the past 14 years with 
the turnover touching Rs 13.49 crore for 
the year ended March 31, 1991 and a 
maiden dividend of IS per cent for the 
same period. The company’s perfor¬ 
mance for the year ended March 31, 1992 
IS quite encouraging with an estimated 
turnover of Rs 13 crore and a post-tax 
profit above Rs 33 lakh on the present 
equity of Rs 1 crore The company has 
orders worth Rs 72 crore on hand for 
con.struction of townships, schools, 
hostels and roads from the Life in¬ 
surance Corporation of India, Nuclear 
Power Corporation of India, Karnataka 
Housing Board, Cyclone Emergency Re¬ 
construction Project and orders worth 
Rs 21 crore in the pipeline from Singareni 
Collieries for construction of a township 
in Andhra Pradesh. The current year’s 
turnover is projected to exceed Rs 25 
crore. The jwesent issue is being made in 
order to augment the net worth of the 
company to enable it to avail of further 
credit limits from banks required for the 
expanded level of operations, to meet 
long-term working capital requirements 
and, besides, to comply with the listing 
requirements ol stock exchanges. 


Charminar Granites 
Exports 

Charminar Granites Exports, incor¬ 
porated as Charminar Granites (P) in 
November 1991 and converted into a 
public limited company in February 
1992, is setting up a 100 per cent export- 
oriented unit at Bollaram in Medak 
district in Andhra Pradesh, for the 
manufacture of calibrated polished 
granite tiles and slabs with an installed 
capacity of 90,000 sq mtrs per annum. 
Fhomoted by technocrats S T Prasad and 
T H L Prasad, the company proposes to 
set up facilities to produce 30,000 sq mbs 
per annum of calibrated polished granite 
tiles and 40,(XX) sq mtrs, of calibrated 
polished granite slabs. The project has 
been estimated to cost Rs I,3W lakh and 
will be financed by equity share catntal 
of Rs 1,063 lakh (promoters Rs 423 lakh 
and public Rs 638 lakh) and term loan 
(SBI) of Rs 237 lakh. The promoters’ 
contribution amounts to 32.39 per cent 
of the total project cost. The debt-equity 
ratio on completion of the scheme and 
during a normal year of operabon would 
be 0.46:1. Commercial production is ex¬ 
pected to start by August this year. Of 
the public issue 3,19,000 equity shares are 
reserved for preferential allotment to 
employees, including Indian working 
directors. The issue is scheduled for 
July/August 1992. 

RR Medi Pharma 

RR Mcdi Pbarma, Madras, which is 
setting up a project for manufacture of 
intravenous fluids (I V fluids) in dis¬ 
posable medium-density polyethylene 
plastic bottles at a cost of Rs 11.43 crore 
using the Form-Fill-Seal technology with 
an installed capacity of 140 lakh bottles 
per annum, is entering the capital market 
in July with an offer of equity shares 
worth Rs 160 lakh for subscription to the 
public. Total equity finance of the pro¬ 
ject IS Rs 446 lakh, Rs 286 lakh of which 
IS being subscribed by the promoters. The 
company is promoted by V Raman, who 
till recently was chief executive of the 
KCP, Madras, together with the. Tamil 
Nadu Industrial Development Corpora¬ 
tion, in the joint sector. I V fluids is an 
essential life-saving item with a projected 
increase in FFS bottles from 805 lakh 
bottles per annum as of 1990-91 (about 
42 per cent of the aggregate) to 1,6W lakh 
bottles per annum in 1995-% (iboiit 60 
per cent of the aggregate). Being in the 
joint sector, RR Medi Pharma will enjoy 
a preference in purchase of its products 
by the Tamil Nadu government. Neigh¬ 
bouring Asian and African countries are 
expected to import some 300 lakh bottles 
ol 1 V fluids from India by 1995-% 

-JK 
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RANDOM REFLECTIONS 


Oil Imperialism, Oil Politics and 
Development Economics 

Arun Ghosh 

Recent international events have been a reminder that 
‘imperialism* in the true sense of the term has been in action in 
regard to control over oil supplies for as long as one can 
remember, that to this day nothing has really changed, that the 
champions of the ‘market system’ in the capitalist world are the 
most prone to controlling and bending the market to suit their 
purposes insofar as oil supplies are concerned, that even the most 
liberal of western thinkers are found to suddenly become 
chauvinistic and indeed harbourers of imperial designs when the 
question of control over oil supplies comes to the fore. 


THE painstaking research undertaken by 
H N Kaul on the evolution of India’s oil 
policy is a timely publication for a number 
of reasons. The author has not gone by 
hearsay, or by the pronouncements of any 
one personality, howsoever important, or 
any single group of people. The book is 
the result of painstaking research into of¬ 
ficial documents, official memos, inter¬ 
departmental communications, papers 
prepared for (and discussions in) the 
union cabinet, supplemented by personal 
discussions with the main players, both 
Indian and foreign, in regaid to explora¬ 
tion and exploitation of India’s oil (and 
natural gas) reserves, its refining and 
marketing. The discussion very naturally 
spills over to the international situation, 
to the world scenario relating to oil ex¬ 
ploration and exploitation and ‘oil politics’. 
It is a book which inter aha exposes many 
of our political heroes in their true col¬ 
ours; many illusions get shattered and 
some of our giants of yesteryear are found 
to have feet of unmixed clay. 

Most importantly, recent international 
events are a reminder to all of us that ‘im¬ 
perialism’ in the true sense of the woid 
has been in play in regard to control over 
oil supplies for as long as one can remem¬ 
ber, that in fact to this day, nothing has 
really changed, that the champions of the 
‘market system’ in the capitalist world are 
the most prone to controlling and bend¬ 
ing the market to suit their own interests 
insofar as oil supplies are concerned, that 
even the most liberal of western thinker; 
are found to suddenly become chauvi 
nistic and indeed harbourers of imperial 
designs when the question of control ovci 
oil supplies comes to the fore, and that 

* K D Malaviya and iIm- Evolution of Indias 

Oil Policy by H N Kaul; Allied Publishers. 

1991; pp 299, Rs 300 


the only way some three-fourths of the 
world’s oil reserves in west Asia can be 
kept under the thumb of one 'great power 
is by cleverly dividing the oil producers, 
pandering to the ego.and the rapacity of 
the small elite ^groups' ruling these coun¬ 
tries, and by the threat of ‘Star wars’ 
diplomacy to rein in the ambitions of 
those who want to br^k out of the 
octopus-like grip of the oil companies of 
the west. In the world of oil, monopoly 
control over supplies by the international 
oil companies has been a long-standing 
story until the formation of the OPEC 
broke the cartel, but with the passage of 
time, dissension within the OPEC has ail 
but restored the statm quo ante of the 5(^ 
and the bOs. Nowhere is money power— 
and indeed, political state power—so 
blatantly wielded as in the matter of 
control over oil supplies. 

The book centres around K D Malaviya 
and his single-minded devotion to the pur¬ 
suit of the objective of ‘self reliance’ in the 
matter of oil supplies for India. Though 
Malaviya had the sympathy of Jawaharlal 
Nehru, and wa.s indeed backed by him 
against the tirades ot heavyweights in the 
cabinet as weli as the then Planning 
Commission—in particular, Morarji 
Desai and T T Knshnamachari, both 
wielding considerable clout in the cabinet, 
and V T Knshnamachari, Chandulal 
Trivedi and later T N Singh in the Plan¬ 
ning Commission—who, surprisingly, put 
forward and supported the point of view 
of the multinaiional oil companies. That 
Malaviya was cased out of his ministerial 
position on flimsy charges totally uncon¬ 
nected with oil policy, just when he was 
lightening his grip on India's oil policy, 
is not surprising; what is surprising is that 
he was allowed to function—and function 
effectively—as long as he did, and that he 
got together a devoted band of scientists 


and engineers in the ONGC, managed to 
successfully ‘strike’ oil in the GujaiM/ 
Cambay area, and also succeeded in lay¬ 
ing the foundations of a state-owned oil 
products distribution network, in the 
Indian Oil Corporation. After Malaviya’s 
exit, the indigenous oil' exploration and 
exploitation process received a major set¬ 
back and the development of the Efombay 
High structure—which has of late been 
the mainstay of India’s oil and natural gas 
supplies and which had been forecast to 
have excellent prospects even during 
Malaviya’s time—got delayed by a whole 
decade. 

The book has obvious lessons for us 
today. We are now frantically seeking 
foreign capital for India’s economic 
development, forgetting the fact that 
foreign capital would necessarily aim at 
maximising its global profits. We are 
endeavouring to ‘globalise’ the Indian 
economy in great hurry without first 
preparing the country either in terms of 
universal education and higher skills or 
in terms of an efficient, well functioning 
infrastructure. We have distorted the con¬ 
cept of self-reliance and our policy-makers 
are elated that the inflow of short-term 
speculative capital (at high rates of in¬ 
terest) is now able to meet our current ac¬ 
count deficit in the balance of payments, 
forgetting the unpleasant reidity that 
reliance on short-term capital can be a 
suicidal policy for the longer run. 

Wr are not concerned here with present 
Indian goveniment policies; but the fact 
that free trade—or any economic rela¬ 
tions, including the flow of capital-r 
among unequals can only be to the detri¬ 
ment of the weaker (developing country) 
partner, can be easily seen from the Indian 
experience of oil exploration and extrac¬ 
tion. The efforts of the erstwhile Buimah 
Oil Company (BOC) and of the Standard 
Vacuum Oil (Company (Stanvac) to ex¬ 
plore and to develop India’s oil resources 
during the SOs indicate the reality of the 
game of the matoi international oil com¬ 
panies. They are interested in getting con¬ 
cessions for oil exploration and then do¬ 
ing nothing about it, adopting a dog-in- 
the-manger policy, preventing the develop¬ 
ment of indigenous oil resources and 
keeping a tight control over oil supplies. 
Indeed, even the earlier ‘refinery agree¬ 
ments’ entered into by the government of 
India with Shell, Stanvac and Caltex were 
not only totally one-sided, the companies 
did not honour any of their part of the 
commitments, keeping a monopolistic 
stranglehold on oil supplies in India, 
refusing to reveal any data and making 
unconscionably large profits, which they 
were later forced to admit, and to agree 
to revised terms when threatened with 
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competition (as a result of Malaviya’s 
efforts). 

The Assam Oil Company or AOC (con¬ 
stituted in 1899 as an affiliate of Royal 
Dutch Shell) ha4 been in operation in 
India from the beginning of this century. 
Despite an exploration lease for large 
traas of Assam—where much later, the 
ONGC struck oil—it did not pursue ex¬ 
ploration work vigorously: the Shell 
refinery in lYombay (near Bombay) was 
more interested in obtaining its crude oil 
from its own affiliate, the Anglo-lranian 
Oil Company at Abadan, on its own 
terms, undisclosed to the Indian autho¬ 
rities. The small refinery at Digboi (con¬ 
structed before independence) was not 
capable of handling more crude oil, and 
it made more sense to Shell to build up 
large excess capacity based on imported 
crude oil for its Tbombay refinery because 
of iu locational advantage from the angle 
of marketing of oil products. It did not 
therefore make sense to pursue oil explora¬ 
tion in Assam vigorously, no matter that 
it was in India’s interest to do so. 

More importantly, Stanvac found no oil 
anywhere in the Bengal basin/Bay of 
Bengal; for years, it merely fiddled 
around, even though the goverrunent of 
India was somehow made to meet the full 
cost of the perfunctory exploration car¬ 
ried out by the company. 

When Malaviya started elbowing his 
way into shaping India’s oil policy in the 
mid-SOs, he found resolute opposition 
from both the civil service and an influen¬ 
tial part of the cabinet (as well as the Plan¬ 
ning Commission). When Malaviya was 
trying to build up what is now the ONGC, 
he ran headlong into the foreign exchange 
crisis of 1958. The ‘oil’ sector was not part 
of the ‘core’ of the Second Plan; so where 
was the question of spending money (and 
precious foreign exchange) on such ven¬ 
tures? Eugene Black lettuied to Jawaharlal 
Nehru, B K Nehru from Wa.shington sent 
frantic messages in regard to the need for 
a ‘flexible’ policy (kowtowing to the dic¬ 
tates of the American oil companies) in 
the interest of ‘aid’ foi India’s develop¬ 
ment programme, the two Krishnamacharis 
(TT and VT) and Govind Ballabh Pant 
put up stout r«istance to Malaviya, and 
Morarji Desai as finance minister just 
refused to release either funds or foreign 
exchange for Malaviya's ‘adventures’. The 
press was equally shrill—strange how im¬ 
pervious to India's interests our mediamen 
can be—and John Kenneth Galbraith, the 
US Ambassador (known to be friendly to 
India) took up the case of certain specific 
American oil companies so as to prevent 
the build-up of India's oil exploration and 
extraction capability The search for oil 
was expensive, the chances of success very 
small, the technology exiremely difficult 
and rare lo come by, India should not 
waste us resources foi the search ol oil. 
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these were the arguments. India should 
leave the oil sector to private foreign 
capital, that was the refrain. 

At an earlier stage; even the formation of 
an Oil and Natural Resources and the 
Ministry of Natural Resources and Scien¬ 
tific Research had evoked, in H N Kaul’s 
words, “disbelief, even ridicuk”. Un¬ 
fortunately for Malaviya's critics, it was 
around this time that president Vargas of 
Brazil committed suicide and his suicide 
note—squarely blaming the international 
oil companies for Brazil’s difficulties— 
had a profound effect on Jawaharlal 
Nehru. Some dviiians also had a perspec¬ 
tive different from that of those at the 
helm of India’s affairs. Arthur Lall, 
India’s permanent representative at the 
UN, wrote warning against giving oil con¬ 
cessions in western India to foreign firms. 
The emergence of the ENl in Italy and of 
the French Petroleum Institute as major 
players in the oil industry (belonging to 
the state sector), and the USSR’s offer of 
assistance to train Inutan experts as well 
as in actual exploration, made it possible 
for Malaviya to persuade Nehru that while 
private foreign investment need not be 
ruled out, such investment had to be on 
terms which gave a better share of oil (pro¬ 
duced after discovery) than the interna¬ 
tional companies demanded and, further, 
that indigenous effort lor the search for 
oil as well as state intervention through 
the construction of state-owned refineries 
were essential for the growth of the oil 
industry in India. 

The story of success of the ONGC is 
known. Indian geologists first discovered 
oil around Ankleshwar and found gas in 
Cambay, Jaisalmer and Jwalamukhi; 
Indian scientists explored and discovered 
oil in Assam in quantities far greater than 
the AOC had indicated. The Rus.sians and 
the Rumanians eventually helped to build 
the Koyali and Guwahati refineries and, 
later, the Russians again the refinery at 
Barauni; the groundwork had been done 
for these by K D Malaviya. Unfortunately, 
the discovery and exploitation of the 
Bombay High was delayed by nearly a 
decade— despite Malaviya’s anxiety to ex¬ 
plore the structure as soon as possible— 
because of Malaviya’s exit from the 
government in 1%3, following an unusually 
loud (and orchestrated) tirade against him 
for what has come to be known as the 
‘Serajuddin affair' concerning collection 
of Rs I0,(X)0 for party funds (without any 
tavours of any kind being conferred), 
when T T Krishnamachari admitted to 
having collected larger sums for the elec¬ 
tions from business firms. The judge ask¬ 
ed to investigate Malaviya's conduct had 
a son working for Shell as an executive. 
The financing of elections was a inattei 
in regard to which not only TTK, but also 
Morarji Desai’s and Govind Ballabh 
l*ant’s names had figured prominently. 


but it was K D Malaviya who was singled 
out for attack by the vested interests, in¬ 
cluding some of Malaviya’s cabinet col¬ 
leagues and the media. They succeeded 
because after the Chinese invasion in 
late 1962, Nehru was a broken man: aotL 
first V K Krishna Menon and later 
K D Malaviya had to go. 

That Malaviya had been impolitic, there 
is no doubt. But the point that has to be 
noted is that he was singled out for attack 
because he was determined lo develop 
India’s oil resources through state effort. 
Around mid-1961, Ankleshwar—discovoed 
by Indian scientists—had started produc¬ 
ing oil; Malaviya had negotiated the im¬ 
port of crude oil and petroleum products 
from the USSR at prices much lower than 
those charged by Shell, Stanvac and 
Caltcx; Malaviya was negotiating for the 
construction of three state-owned refi- 
teries; Malaviya broke the cartel by bring¬ 
ing in Philips International (of USA), an 
independent company to construct a 
‘joint sector’ refinery in Cochin; and 
Malaviya had already set up not only the 
ONGC but also the Indian Oil Corpora¬ 
tion (the latter for the distribution of oil 
products). Malaviya had publicly stated 
that “recent events have exploded the 
myth that the country has no oil poten¬ 
tialities’’; he was getting to be a dangerous 
adversary as far as the foreign oil com¬ 
panies were concAned. He had to go. 

But the important pioint is not what 
happened to Madaviya, but why and what 
lessons, if any, the story of oil develop¬ 
ment in India has for us. The story of ‘oil 
imperialism’ staas vividly with Mohammad 
Mos.sadeq, the then prime minister of 
Iran, who nationalised the Anglo-lranian 
refineries in Abadan in 1951. The western 
countries engineered the fall of Mossadeq, 
but then came Prince Raza Shah who, 
while allying himself with the US, still 
wanted freedom to develop Iran’s oil 
resources independently of the inter¬ 
national oil giants, and both Iran and Iraq 
offered, in the early bOs, to get India to 
co-operate in t he exploration and exploita¬ 
tion of their oil resources. That India did 
not respond was partly because of Nehru’s 
allergy to Raza Shah, partly because India 
did not at that stage have the expertise or 
the manpower to undertake offshore drill¬ 
ing, but also partly because the finance 
ministry was totally opposed to any oi- 
penditure of foreign exchange on such 
‘adventures’. 

The next stage in oil diplomacy came 
in I960, with the Arab oil Congress held 
at Beirut, when the west Asian countries 
demanded a more equitable share of the 
gains from oil exploiution. But the reidly 
interesting part of the story—as far as 
India is concerned—relates to the widely 
orchestrated opposition to India attemp¬ 
ting to follow the Italian and French ex¬ 
amples by setting up a state-controlled oil 


Economic and Political Weekly June 27, 1992 



sector, and to India dealing with any cast 
European country for the purchase of 
ather crude oil or oil products or for the 
construction of a rerinery. That the Shell, 
Stanvac and Caltot rerineries were forced 
to renegotiate the ‘refinery agreements* 
and to bring down oil products prices 
substantially after Indian imports of oil 
from the USSR is also interesting. That 
all these companies refused to accept the 
Ankleshwar crude oil (before the Koyali 
refinery was constructed) is even more 
interesting. That Shell came out with a 
proposal to build a refinery at Haldia at 
nearly half the price of the proposed 
Barauni refinery (to forestall the construc¬ 
tion of the latter) is another important 
aspect of the story. 

The raising of the international price of 
oil—through OPEC action in November 
1973—is another landmark in the story of 
oil diplomacy which culminated in a sit¬ 
ting of alliances and the careful fomen¬ 
ting of internal dissension (among Arab 
countries). The steady raising of oil pro¬ 
duction by fbe international oil companies 
during the 80s to bring down the real price 
of oil is the next phase of oil diplomacy. 
The culmination of these machinations 
reveals itself in naked oil imperialism in 
mid-1991 through a series of careful ploys, 
the covert encouragement to Iraqi aggres¬ 
sion in Kuwait, and subsequent manipula¬ 
tions, including the invoking of UN sanc¬ 
tions in the interest of the continued sup¬ 
ply of abundant oil from west Asia at a 
low price. The story of oil in the past 40 
years is morr fascinating than fiction. 

The other aspect of the problem is that 
we in India never seem to learn. Our 
politicians talk of self-reliance, but the 
policies pursued are calculated to only in¬ 
crease our dependence on the developed 
world. We witness today a wholly new 
type of development economics put into 
practice in India. This concept does not 
believe in developing Indian capability, 
do not want to develop Indian expertise, 
Indian engineering. We want to ‘globalise’ 
the Indian economy—before the vast ma¬ 
jority of the people in this country have 
been given an opportunity to develop. We 
want total freedom for foreign collabora¬ 
tion and for foreign investment for the 
most vaigar types of elitist consumer 
goods. We want India to compete with the 
lest of the world on an equal footing when 
nearly half the population is illiterate, and 
more than 40 per cent of the population 
lives below the poverty line and, further¬ 
more, when simple things like garments 
(made in India) are subject to a stiff im¬ 
port quota-in developed countries.^ Vfe 
want to skimp on education and health 
care and neglect the development of infra¬ 
structure facilities, and we expect that the 
inflow of foreign capital will help the 
country'to indiistrialise, even as a savage 


credit squeeze brings on an industrial 
recession of an unprecedented order. We 
want to correct our balance of payments 
imbalance through the inflow of short¬ 
term speculative capital. We do not want 
to increase our domestic savings, we hope 
that the inflow of foreign capital will uke 
care of our investment needs. We want to 
rely entirely on market signals for the 
future pattern of our investment when we 
know that ‘effective demand’ in the coun¬ 
try is largely made up of untaxed (and 
illegal) incomes made by some 10 to 15 
per cent of the population. 

In short, the lessons of the manipula¬ 
tions of transnational corporations, of 
speculative, short-term, international 

CIVIL LIBERTIES 


THERE is a dangerous lack of clarity in 
the Indian mind, both, official and other, 
about the media’s rights and responsi¬ 
bilities vis-a-Mis terrorism. Certain prin¬ 
ciples are unexceptionable. Ibrrorism is a 
matter of public interest and concern and 
the press has a right as well as a duty to 
report on it and coirunent on it. There ic 
equally no doubt that in certain situafsons 
of what is a low intensity armed conflict 
reportage can affect operations. 

Nor can there be any doubt as to the 
principle that the press cannot abdicate 
its right and duty in favour of the govern¬ 
ment. It can defer to the government’s 
appreciation—but, only up to a point. It 
is for the government and the media to 
win each other’s confidence; more the 
government, for it tends to lie much more 
than seaions of the press can misieport 
and has the means of suppression. As in 
military conflict, the security forces can 
provide opportunities to representatives of 
the media to accompany the forces during 
the operations and report on them inde¬ 
pendently. This is important. There can 
be no deal: the media carmot compromise 
its integrity and independence. 

Wf need to evolve, thus, a considered 
comprehensive ‘doctrine’, for want of a 
better word, on the media and terrorism. 
We need, more urgently, a clear perception 
about the legal position. Misconceptions 
in official circles are deep and dangerous 
as recent incidents demonstrate. 

On May 27, in the night, the Chandi- 


fmance capital, the lessons ably summed 
up in the Report of the South Commission 
(written by no less a person than the pre¬ 
sent finance minister of India) are lost on 
us. Against this background, there is need 
for wide reading of H N Kaul’s study of 
the history of the Indian oil industry, not 
so much because the book is a tribute to 
the efforts of a gallant and progressive 
nationalist but essentially because the 
volume lays bare the story of deceit, of 
manipulations, of downright bullying by 
international oil companies with the sole 
aim of maximising their profits. We are 
likely to see more of such machinations, 
in many more fields of economic activity, 
in the future. 


garh administration censored five dailies 
published from the city and seized copies 
of 10 outstation papers the next morning. 
It wanted deletion of a Babbar Khalsa 
statement which “claimed responsibility 
for the killing of the AIR offidal, 
Mr M L. Manchanda, and threatened to 
tram its guns on the employees of the 
p! '.jab civil secretariat and Punjab 
University, as well as five IAS officials, 
for non-implementation of Punjabi in of¬ 
ficial work’’. 

The statement was certainly reprehen¬ 
sible. But was not the owning up of res¬ 
ponsibility for the foul murder of Man¬ 
chanda something the people had a right 
to know? 

Also, was not the threat known to all? 
On May 25, the UNI reported that the 
government of India had drawn up guide¬ 
lines on media reportage of terrorism. 
Evidently the Chandigarh action was in 
pursuance of the guidelines. But on so 
viral a question affecting the media’s 
freedom did the government consult the 
Press Council or any of the representative 
bodies of the press like, say, the Editors’ 
Guild? Evidently not. It is not too late to 
make amends even now and consult both. 
The guidelines must be revised in the light 
of such consultations. 

The text of the 10-point guidelines had 
not been published, either. Despite denial 
they spell censorship. What does the 
government mean by forbidding the of¬ 
ficial media. AIR and Doordardran from 


Media and Terrorism 
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There is urgent need to everive a comprehensive ‘doctrine’ on the 
media and terrorism. What is even more urgently required is a 
clear perception about the legal position. Misconceptions in 
official circles are dangerous as recent incidents demonstrate. 
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giving "undue publicity” to militant 
o^anisations in the country? The home 
ministry has a big hand in the matter. The 
UNl’s report on May 25 from New Delhi 
bears quotation; 

Under the guidelines, the ofricial media has 
been particularly asked to connne reporting 
to the essential facts, and leave out news like 
any group claiming responsibility for any 
kidnapping or other act. 

However, information and broadcasting 
ministry sources clariried that these were only 
general working guidelines and not “censor¬ 
ship” of any kind 

The sources said that ihc guidelines are 
formulated from time to lime on the basis 
of similar guidelines received from ihe home 
ministry. 

Meanwhile, senior officials in All India 
Radio and Doordarshan are perturbed that 
the guidelines, which were meant only for in¬ 
ternal circulation, were leaked out to the press 
and reported in a “distorted fashion". 

The lO-point guidelines issued earlier this 
month also list the type of news which should 
not be reported at all, unless cleared by the 
investigating agency concerned. 

If this is not censorship, what is? TWo 
days after this report came the raids on 
the press. What was the legal provision in¬ 
voked by the authonties? 

It was Seaton 95 of the Criminal Pro¬ 
cedure Code: It has been used to ban 
publication of militants* statement owning 
responsibility for certain specified in¬ 
cidents. In Andhra Pradesh its chief 
minister Janardhan Reddy said "news 
reports about the Peoples War Group 
(F^VG) would attraa the penal provisions 
of the related law banning the organisa¬ 
tions". The law invoked for banning the 
PWG the Criminal Law Amendment Act 
1908 is itself of doubtful constitutional 
validity. 

The landmark ruling is by Justice 
Patanjaii Sastri in V G Row’s case in 
which S 15(2Kb) of the act enabling 
government to ban organisations in its 
subjeaive satisfaaion was struck down as 
invalid. 

Interestingly Reddy sang a different 
tune while in New Delhi for a meeting of 
the NDC on May 23. He denied there wa.s 
a ban on reporting only to revert to 
his original statement once he was in 
Hyderabad the same night. 

Seaion 95 of the CrPC empowers state 
governments to ban publications and 
forfeit copies of them if they contain 
matter punishable under the following 
provisions of the Penal Code S I24A 
(sedition), S I53A (promotion of group 
hatred), S 153(B) (imputation of disloyal¬ 
ty), S 292 (obscenity), S 293 (obscenity to 
the young), S 295A (deliberate outrage to 
religious feeling). 

However S 96 enables the aggrieved 
person to apply to the High Court to set 
aside the order. The application must be 
heard by a bench tif at least three judges. 


The Institute of Development Studies, Jaipur is a 
multi-disciplinary Institute engaged in research, training 
and extension in different aspeas of development with 
particular emphasis on participatory development. Its 
major concern is with developmental issues and ap- 
pniaches in the context of Rajasthan, but its activities are 
not limited to Rajasthan. 

The Institute has a vacancy of a Fellow (Reader). The 
candidate should be able to design and execute in¬ 
dependently studies in any important area of socio¬ 
economic development. The preference, however, would 
be given to persons who can contribute to the ongoing 
programmes of the.Institute in the areas of Water Manage¬ 
ment, Socio-Economic Policies, Women Studies and 
Education and Development. The candidate should have 
a Ph.D. or a published work of repute. The position 
involves extensive travel in the rural areas of Rajasthan. 
The emoluments are the same as applicable to the Readers 
in the revised U.G.C. scale. 

The Institute is also offering two Visiting Fellowship for 
a period ranging from three months to eleven months. 
The consolidated remuneration for the Visiting Fellow 
would be fixed on the recommendation of a Selection 
Committee in the range of Rs. 6,000/- to Rs. 8,000/- per 
month. The Visiting Fellows are expected to write a 
monograph, at least a working paper, during their stay 
in the Institute and participate in the Institute’s academic 
:t''Tivities, i.e., in rest*arch, training and extension. Applica¬ 
tions or nominations of scholars in any field of develop¬ 
ment studies arc welcome but preference will be given 
to those who can contribute to the studies in macro 
economics or education and development. 

Applications/nominations for Fellows, Visiting Fellows 
with full details on academic achievements, research 
record and publications with copies of two latest publica¬ 
tions plus names of two referees should reach 

The Director, 

Institute of Development Studies, 

8-B, Jhalana Doongri Institutional Area, 

Jaipur 302 004, 

within three weeks of the appearance of this 
advertisement. 


DIRECTOR 
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COMMENTARY 


LABOUR 

Left Front Lukewarm to Workers’ 
Co-operatives 

Biren Roy 

There are by now many examples of workers’ co-operatives 
succeeding in saving ‘sick’ industrial units from liquidation. There 
is no reason, therefore, why the Left Front government in West 
Bengal and the CITU should not extend a helping hand to the 
workers of Calcutta Chemical Company to salvage this 
once-prosperous unit. 


CALCUTTA CHEMICAL COMPANY, 
recently shifted to the south-eastern fringe 
of Calcutta, was established in 1916 by 
some Bengali entrepreneurers in the wake 
of the Swadeshi movement. It offered the 
first serious challenge to foreign soaps and 
tooth pastes. Its products, especially 
Margo soap and Neem toothpaste, have 
enough goodwill in the market. The 
management of the company passed 
through different hands, ultimately to 
Shaw Wallace Company which was later 
on bought by NRI Chhabaria group in 
1987. 

Under the latest management the posi¬ 
tion of the company did not show any im¬ 
provement. The accumulated loss at the 
time of the Shaw Wallace take-over, i e, 
during 1984-8S, was Rs 2.12 crore, but it 
shot up to Rs 9 crore in 1989 and to 12 
ctore in 1990. Ultimately the company was 
declared sick and its case was referred to 
the BiFR. 

Whether the sickness of the company 
is real or deliberately created by the 
management should be carefully looked 
inta It should be noted that nine com¬ 
panies have become sick in West Bengal 
under the Chhabarias’ management. The 
management was not interested in running 
the company in a better way but was 
mainly interested in draining out the 
resources of the company. Though the 
parent company incurred losses, it con- 
tinurcl Us production through different 
units in Kanpur, Andhra Pradesh and 
Madras. It followed a policy of farming 
out its products and earned profits at the 
cost of the Calcutu Chemical Co. It 
created a consumer products division 
which was used as the main distributing 
agent for the products of CCCo. The 
distributors took a commission as high as 
23 per cent whereas the normal market 
rate is between 8 and IS per cent. The 
management earned profits through the 
consumer products division. 

CCCo employs about 1,200 workers. 


There are two unions in the establishment. 
The Calcutta Chemical Ma 2 door Union, 
which has a membership of more than 80 
per cent of the workers and is now affi¬ 
liated to the Centre of Indian Thide 
Unions, was established in 1945. It has a 
long tradition of struggle It led a strike 
for 39 days in 1977 which ended in a vic¬ 
tory for the workers. Another union led 
by a section of Congressmen known as 
NLCC was established in 1971. This union 
acted as a stooge union from the very 
beginning. After the management was 
transferred to the hands of Shaw Wallace, 
it was strange that the dominant leader¬ 
ship of the ClTU-affiliated union refused 
to fight against the various nefarious ac¬ 
tivities of the management. The leader¬ 
ship of the union became so discredited 
among thejworkers that the so-called ‘of¬ 
ficial panel’ backed by the local CPitM) 
was defeated in the annual meeting of the 
union held in 1990 and a new leadership 
was elected. It should be noted that the 
election was held through secret ballot. 
The local CPl(M) MLA, who has since 
died, was unanimously elected as presi¬ 
dent. But he resigned soon after the new 
leadership was elected. Though the pre¬ 
sent leadership does not belong to the 
CPI(M), it continued the union’s affilia¬ 
tion with the CITU. The same leadership 
was elected in 1991 also. So the union is 
being led by left-minded people who want 
to continue its activities in co-operaiion 
with the CITU and the local C PI(M). 

It has already been mentioned that the 
company was declared sick and its case 
was referred to the BIFR. The motives 
behind such rrian-made sick ness seems to 
be: 

(1) To extract financial a.s.si$tance from the 
state government and financial institutions. 

(2) To enter into real estate business to 
make quick profit. The company, when 
first established in southern Calcutta, 
bought vast lands at cheap price. The 
company has m its possession vast lands 


and several buildings which the company 
wants to sell and earn crores of rupees. 

After the case was referred to the BIFR, 
the Calcutta Chemical Mazdoor Union 
submitted a proposal for running the 
company through a workers’ co-operative, 
fhe proposal was backed by the workers 
who submitted a ma.ss petition signed by 
an overwhelming majority of the workers. 
The employers as well as the Congress-led 
union opposed the proposal. The CITU 
leadership, though not opposed to the 
proposal, took a lukewarm attitude. It 
neither opposed the proposal nor gave any 
active support to it. It had little faith in 
the workers’ ability to run the company 
through a workers’ co-operative. 

The Industrial Development Bank of 
India (IDBl) which, as operating agency, 
was asked by the BIFR to look into the 
workers’ scheme opined that the scheme 
was ‘optimistic*. But it did not explain its 
rea.sons for such an opinion. The state 
government, though not unwilling to ex¬ 
tend some loan, stated that it had not 
formulated “any special dispensation for 
revival of sick units through workers’ co¬ 
operatives’’. It seems that the state govern¬ 
ment was more interested in finding a 
private promoter than in helping the 
workers to run the company through a 
workers’ co-operative. 

The management in the meantime ob¬ 
tained an interim injunction from the 
High Court against consideration by the 
BIFR of the workers’ proposal for form¬ 
ing a co-operative. The injunction, 
hi'wever, was later on vacated. 

I he management declared ‘suspension 
ot work’—-the other term for a lock-out— 
from May 21, 1991. Though the state 
government has the power to declare any 
lock-out illegal under the ID Act, it has 
not so far done so. 

Thus the workers’ struggle for revival 
of the company and thereby to save their 
jobs through a workers’ co-operative fell 
through by default. The main problem is 
that of reopening of the factory for which 
bilateral negotiations started at the in¬ 
stance of the state labour Commissioner, 
But the negotiations could not progress 
much. 

The points of the workers’ proposal 
were: (I) all workers should be provided 
with jobs; (2) production from outside 
agencies should be stopped; (3) CCCo 
should be independent of Shaw Wallace 
Company in managing its own affairs; (4) 
production of all items should be revived; 
(5) the once-cxisting Joint Development 
Committee should be revived to formulate 
appropriate po'icies for smooth running 
of the ( C'C o. The main basis of (he 
workers’ proposal was that there should 
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be no retrenchment and existing benefits 
and service conditions should be main¬ 
tained. The management also put forward 
a 20-point proposal for re-opening the 
factory. It is interesting to note that the 
first point in the management’s proposal 
was that the union would not pursue the 
matter of forming a co-operative. The 
other main points arc; complete ra¬ 
tionalisation of manpower through volun¬ 
tary retirement scheme; wage freeze for 
next five years; reduction of retirement 
age; factory to be reopened in a phased 
manner. The management’s proposjds aim 
at reduction of manpower and curtailment 
of existing privileges of workers. It can be 
easily understood that there is a wide gulf 
between the two proposals. The union was 
to be forced to abandon the proposal of 
running the company through a co-opera¬ 
tive. There was hard bargaining between 
the two parties, but no settlement could 
be arriv^ at. The state government did 
not come to the rescue of the workers. 
Thus a deadlock has been created over the 
question of the reopening of the factory 
and the fate of about one thousand 
workers is uncertain. 

Though the workers of CCCo have 
been waging a hard battle for surviyal for 
the last two years, this has not yet met 
with success. The workers’ fight has not 
got the desired support either from the 
CITU leadership or from the state govern¬ 
ment. 

The story of the Calcutta Chemical Co 
is not an isolated one. There arc many 


locked-out factories in West Bengal. In 
fact, lock-outs are pronounced in this 
state In 1991 strikes accounted for 10 per 
cent of the total disputes whereas lock¬ 
outs accounted for 90 per cent. Moreover, 
there are many industries in the sute 
which have been declared ‘sick’. Some of 
the cases have been referred to the BIFR. 
The Industrial Reconstruction Depart¬ 
ment (IRD) of the state government kxiks 
after the work of revival of sick and clos¬ 
ed units both in the public and in the 
private sector. According to the report of 
the IRD, out of 127 cases referred to the 
BIFR as on 31.12.91, final orders for wind¬ 
ing up have been passed for II units, 
prima facie conclusion favouring winding 
up has been arrived at in respect of 13 
units, the cases of another 13 units have 
been dropped and 29 cases are pending 
before the BIFR, of which Calcutta 
Chemical is one. This means that hardly 
any unit has been revived. 

There are many examples where workers’ 
co-operatives have succeeded in saving in¬ 
dustrial units from liquidation. Kamani 
Ibbe is a well known example in this 
respect. Workers’ co-operatives can sure¬ 
ly release the initiative of the workers. 

There is no reason, therefore, why the 
Left Front government and the CITU 
leadership in West Bengal should not ex¬ 
tend their helping hand to the workers of 
the Calcutta Chemical Co to rescue this 
once-prosperous company from the clut¬ 
ches of an unscrupulous management and 
thus save the jobs of so many workers. 


Yadav Ascendancy in Bihar Politics 

Tilak D Gupu 


The intermediate position of the yadavs in the caste hierarchy has 
given shape to a duality in the community's behaviour. Victimised 
and humiliated at the hands of the upper castes they have in turn 
been found to indulge in oppression against dalits. 


THE yadavs today are a much-maligned 
lot in the Hindi heartland. Socially, they 
were, of course, always regarded as village 
bumpkins of the proverbial kind The very 
mention of the community invokes, in 
Bihar, the image of dull, miserly and loud¬ 
mouthed people lacking m grace and 
culture. Besides, the yadavs are considered 
to be unusually prone to casteism and 
violence. This stereotype of the yadav im¬ 
age is embedded deep in the Bihan con¬ 
sciousness The numerous witticisms high¬ 
lighting the supposed idiosyncracies of the 
community beat ample testimony to this 
lact "Ahir Bujhaoe Sc Mard'’(onc is real 
man if he can convince a yadav)—goes a 
(xipulai Bhojpiin saying current in parts 
ot Bihar and eastern U1‘ 


Lately, yadav baiting has also become 
a popular politkal pastime in a section of 
the media. The emergence of powerful 
yadav politicians in their own right in 
states like Bihar and UP has perhaps 
much to do with this developing pheno¬ 
menon. Mulayam Singh Yadav was the 
most despised person in the Hindi press 
during the height of the Ayodhya dispute. 
The media also appears to be exceedingly 
severe in criticising and making fun of the 
Bihar thief minister, Laloo Prasad Yadav. 
Stories of the atrocities committed by 
yadav criminals in Bihar are often front¬ 
page news. 

in polite conversation in Patna’s posh 
drawing rooms umpteen jokes about the 
alleged slips made by a rust ic yadav chief 


minister are often heard. While the former 
chief ministers are as a rule reverently 
referred to as Sri Babu, Jagannathji or 
Chhote Saheb, the present one is con- \ 
temptuously referred to merely as ‘Laloo’. 
While holding no brief for Laloo Prasad 
Yadav's misrule, of which there are in¬ 
stances galore, one however senses an ill- 
concealed upper class-caste prejudice in 
much of this scorn and cHticism. All have 
not evidently, taken kindly to the intru¬ 
sion of the lowly yadavs in the charmed | 
circle of governance 

A great deal has also been recently writ¬ 
ten to explain the rise of yadav political | 
power in the Hindi belt. The conunon ec- 
planation has been that the yadavs are an _ 
affluent and upwardly mobile caste that I 
has cornered most of the benefits of the I 
new agricultural strategy that took shape * 
in the 60s. In agrarian terms, the yadavs 
in this part of the world are usually 
described as the upper strata of tenants 
of the zamindari years now turned into 
capiulist landlords or rich peasants. The 
yadav is the new kulak of the Hindi heart¬ 
land, goes the neat caste-class equation. 

lb be sure, all this stereotyping of the 
community, old or new, is partially true. 
But parts do not make a whole and can 
often be dangerously misleading. Tb put 
it frankly, such descriptions represent at 
one level the ingrained bias of elite society 
towards those perceived as social and 
political upstarts. At another level, it 
reflects a lack of appreciation, among sec¬ 
tions of the intelligentsia, of the highly 
heterogeneous economic character of the 
yadavs and the consequent diversity in 
their social and political behaviour. With- -< 
out a more objective apprisal, there is a 
fair chance that some of the prevailing 
misconceptions about the community 
might gradually assume axiomatic res¬ 
pectability. 

Once we discount the use of offensive 
language and take a sensitive view, the 
original portrayal of the yadav clumsiness 
seems to have more validity compared to 
the recent ones. Condemned to ignorance, 
illiteracy and poverty for ages, most of 
them to this day. educationally and cul¬ 
turally, lag behind their more fortunate 
counterparts belonging to more devekqied 
castes. Leaving aside the question of un¬ 
disputed superiority of the traditional up¬ 
per castes in academic spheres, the simead 
of education among the community is 
even less than among some other back¬ 
ward castes like awadhia kurnii, koeri and 
bania in some regions of Bihar. It is 
therefore no wonder that erudition and 
culture, as we understand it, remain in 
short supply among the yadavs notwith¬ 
standing auxptions. Poverty coupled anth 
hunger for land also taught the yadavs 
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thrift. The urge to save and buy a small 
parcel of land in order to move a step 
above in the social ladder is quite evident 
among this community. The yadavs inci¬ 
dentally sund slightly lower than the 
owner peasant castes among the back¬ 
wards in the social hierarchy, particularly 
in centi.d Bihar, because of their pastoral 
origins. 

The hereditary occupation of cattle¬ 
grazing has also historically endowed the 
community with a certain amount of rug¬ 
gedness. in a situation where the com¬ 
munal pasture lands in (he villages have 
been by and large usurped by the bigger 
landowners, trespassing into peasant fields 
to feed the cattles has long been an essen¬ 
tial ingredient of many a yadav’s daily 
struggle for survival. The need to face 
endless disputes and skirmishes that 
follow has given an aggressive edge to the 
community’s character and strengthened 
its caste cohesion 

The elitist portrayal of yadavs as un¬ 
cultured brutes thus after all carries some 
meaning if seen in proper perspective. 
Such portrayals, perhaps unwittingly, do 
mirror the extreme backwardness of a 
large section of the community. It is of 
course yet another irony of elitist dis¬ 
course that many of those who poke fun 
at yadav rusticity in the privdcy of their 
drawing-rooms, demand in public, the ex¬ 
clusion of the community from the pur¬ 
view of reservation benefits because of its 
alleged social advancement 

CoMPosni CASti 

The modern description of the yadavs 
as new kulaks is however far off the mark. 
In terms of class composition, the yadavs 
are actually one of the most composite 
castes in Bihar. All agrarian classes rang¬ 
ing from a thin crust big and powerful 
landowners to a large mass of agricultural 
labourers co-cxisi within the community 
In the absence of caste-based statistics, it 
IS obviously difficult to accurately esti¬ 
mate the extent of cla«s differentiation 
among the yadavs But anyone acquainted 
with the agrarian scene in Bihar will leadi- 
ly vouch that a substantial section of the 
yadavs are hardwtrrking owner peasants 
who large'Y live on their own produce, hire 
some agricultural workers according to 
seasonal requirements to supplement their 
own labour and may or may not have a 
surplus. Their condition fairly aproxi- 
mates the definition of middle peasant as 
used by Mao Zedong, provided some 
allowance is made for a much greater use 
of hired labour. A still larger section 
among them ate wage-labourers, pe'iv 
sharecroppers or marginal peasants who 
need to toil on other’s fields to somehow 
make both ends meet. Anothei significant 
part of the yadav population is engaged 


in the traditional occupation of animal 
husbandry and small-scale dairy farming. 
That leaves only a thin upper layer of af¬ 
fluent landowners who have indeed pro¬ 
spered along with their class brethren 
belonging to superior pedigrees by sharing 
the spoils of Bihar’s pale green revolution. 

This affluent stratum has in due course 
diversified its activities to challenge the 
age-old upper caste monopoly over other 
profitable sectors. It has managed to grab 
a share of luaative construction contracts, 
transport permits and various dealership 
licences. Although still weak in the ad¬ 
ministrative, academic and professional 
spheres, it has since long emerged as a 
powerful player in the political domain. 
It might be useful to remember that Laloo 
Prasad is in fact the third yadav chief 
mini.ster of Bihar, the others being 
B P Mandal of Mandal commission fame 
and Daroga Prasad Rai. Though only a 
tiny fraction of the yadav community, this 
stratum is not too small in absolute terms 
and is clearly visible in most parts of the 
stale. But to confuse this stratum with 
the whole community will be an imper¬ 
missibly gross exaggeration. More impor¬ 
tantly, such a view might lead to an under¬ 
estimation of the role the large majority 
of the yadavs are likely to play in ushering 
in meaningful change in Bihar’s agrarian 
structure. 

It will however be simplistic to explain 
the growing political ascendancy of the 
yadavs in the state by reference to this rich 
stratum alone The sheer size of the yadav 
population, its more or less uneven geo¬ 
graphical spread in the Bihar plains, the 
characteristic combativeness and stronger 
caste cohesion have considerably added to 
yadav political power. Yadavs, it may be 
noted, are the single largest caste in the 
state Numcnca! preponderance backed by 
requisite muscle power made them the 
natural leaders of the backward caste up¬ 
surge against upper caste monopoly over 
power. Meanwhile, in the world of crime 
too, various yadav gangs came up to lock 
horns with their more entrenched rivals 
hailing from superior lineages. It was no 
more only Kamdeo Singhs and Surajdeo 
Singhs ruling the mafia world Kailu 
Yadav and his ilk have also emerged as 
ruthless gangsters to challenge the upper 
caste might at election tunc. To be fair, one 
has to recognise the unpleasant reality that 
the yadavs or for that matter backward 
castes, might never have made it to the 
governing circles without combating 
upper ca.ste firepower at the polling booth. 

The intermediate position of the yadavs 
in the caste hteraichy—above the schedul 
cd and depressed backward castes (ar 
tisans or servicing castes), and below the 
upper castes—has admittedly given shape 
to a duality in yadas behaviour (icnerallv 


speaking, the community has been at the 
forefront of the struggle against upper 
caste hegemony without being sympathe¬ 
tic to dalit assertion. Victimised and 
humiliated at the hands of superior castes, 
they have in turn been found lo indulge 
in oppression against daliis. In central 
Bihar, the yadavs have been victims of 
massacres at Parasbigha and Chotki- 
Chechani and perpetrators of mass kill¬ 
ings at Ddhia and Nonhi-Nagwa. That 
perhaps eloquently sums up the communi¬ 
ty’s dual character. There are however im¬ 
portant regional variations to this general 
behaviour, for example, in districts like 
Madhepura and Saharsa in north-eastern 
Bihar, the yadavs have emerged as the 
dominant caste and therefore the main 
vehicle of oppression. In Palamau and 
Aurangabad districts of south-central 
Dihar, the yadavs on the contrary have 
mostly been targets of upper caste oppres¬ 
sion, and hence come closer to the poor 
scheduled castes and tribes to fight the 
common enemy. 

The heterogeneous class composition of 
the communit y has also given rise to much 
diversity in its social and political condua. 
Objectively speaking, the class interests of 
a yadav farm hand and a rich farmer are 
toniradiciory if not antagonistic Dis¬ 
parate economic interests have in the past 
frequently taken the various strata of 
yadavs to the different political camps. 
While the privileged sections among them 
have traditionally backed Congress till 
Karpoori Ihakiii succeeded in weaning 
away a part uf them to form a a strong 
backward caste bloc the poorer sections 
flocked to the socialists and communists 
in many places. The two most influential 
yadav leaders in the state before the ar¬ 
rival of l.aloo Prasad—Ram Lakhan 
Singh Yadav and Daroga Prasad Rai— 
were both old Congress stalwarts. The 
Marxisi-Leninisi groups, when they started 
operating in Bihar also drew a large 
following from the community specially 
in regions where the yadavs have histo¬ 
rically been at the receiving-end of upper 
caste atrocities. It is neither accident nor 
lokemsm that the president of the Indian 
Peoples Front (IPF) in Bihar happens to 
be a yadav. 

Things have, of course, perceptibly 
changed in the last two years specially in 
the wake of violent agitations for and 
against the reservation issue. The inner 
differentiation within the community and 
the consequent political plurality are now 
much less visible due to the intense caste 
polarisation in the Bihar society in recent 
limes. The undoubted charisma of Laloo 
Prasad Yadav has also made the commu¬ 
nity far more politically cohesive than ever 
before An overwhelming majority Of 
yadavs for the time being stand behind 


Economic and Political Weekly June 27, 1992 


1303 



Vulav and his Janau Dal. The delusion of 
yadav grandeur has for the moment got the 
better of more mundane economic realities. 

But how long will (his apparently har¬ 
monious relationship between the yadav 
rich farmer and the farmhand under the 
Janata Dal flag last? The answer largely 
depends on the ability of the present 
regime to provide some tangible material 
beneHts to the less-privileged sections of 
the community. So far, Laloo Prasad’s 
government has roused tremendous expec- 

EXPORTS 


WITH the government’s frantic plea for 
exports ringing in their ears like a 
perpetual anthem, Indian businessmen are 
desperately looking to foreign horizons. 
One group which has been jolted out of 
comfortable slumber is the assortment of 
rubber planters and traders, based large 
ly in Kotuyam, Kerala. Long used to good 
and easy money from mere lapping and 
making rubber sheets, suddenly they are 
being asked to export not just RMA-S 
grade but also—horror of horrors—value 
added products to compete with the likes 
ot Malaysia, Indonesia and Thailand. 

They arc far from joyful and their 
distinct discomfiture was evident recently 
at Kochi where the United Planters 
Association of South India (UPASI) and 
the Kerala Stale Industrial Development 
Corporation (KSIDC) organised a well- 
publicised workshop on the export 
possibilities for natural rubber and its pro¬ 
ducts. Several participants from the plan¬ 
tation sector appeared out of (heir depth 
w hen It came to matters of project finan¬ 
cing and export documentation. One 
bemused grower was heard wondering: “Is 
the Exim bank a new government 
organisation?” 

To be fair, (hough, such ignorance is 
pardonable After all. growers have been 
cncouraged~by target-oriented govern¬ 
ment bodies as well as self-seeking farm 
lobby politicians—to concentrate only on 
the domestic market and clamour regular¬ 
ly for highci prices. On the other hand, 
what cannot be easily condoned was the 
abysmal display ol ignorance and impreci¬ 
sion from the government representatives 
at the workshop. 

The .session on e.sport procedures, for 


rations among the poor backward castes 
in general and yadavs in particular with¬ 
out doing much to fulfil them. While fully 
recognising the cohesive strength of the 
caste factor, it is therefore difficult to 
predict an indefinite continuation of the 
present arrangements in the absence of 
any concrete gams accruing to the poorer 
yadavs. The change may not occur in the 
immediate future, but the material basis 
for it nevertheless exists in the unsatisfied 
aspirations of the vadav masses 


instance, was peppered with corrections, 
cautious clarifications, buck-passing and 
‘l-don’l-knows’ from the representatives 
of Customs, RBI and the Chief ConiioUer 
of Imports and Exports (CCi and E). The 
CCT and E man had to constantly dip into 
a fresh manual to search for answers to 
queries about the new exim policy and the 
liberalised customs regulations. He 
declared—almost pitiably—that though 
the new policy document took up only 85 
pages, there was a 300-page follow-up 
companion volume of elaborations. “So 
much for liberalisation’s promise of easier 
and faster procedures”, muttered one 
observer. 

As for Kerala, currently in a frenzy of 
baiting upcountry investment, the show¬ 
ing was dismal. Pressed to list successful 
rubber-based ventures promoted by it, a 
KSIDC deputy general manager grew 
defensive and almost apologetic A K G 
Pillai, SIC’s marketing manager, admitted 
that STC’s recent foray into rubber exports 
resulted in a loss, though he was not will¬ 
ing to divulge figures. All (old, that was 
hardly the kind of presentation designed 
to instil confidence in a new breed of 
exporters. 

Despite the govenunent’s disappointing 
performance, the participants->-nearly 
ISO, beyond the organisers’ expectations— 
remained interested. The export potential 
for rubber products is evident. According 
to UPASI, India has become self- 
sufficient in most of the manufaaured 
rubber products and in 1990-91 about 
Rs 259.75 crore worth of rubber goods 
were exported, an ‘impressive' growth of 
20 per cent over the previous year. 

But that alone is no indication of future 


success. Warned Eapen George, chief ex¬ 
ecutive of A V Thomas and Co, “To meet 
quality and cost competitiveness in rubber 
will not be cas/’ Added E V Thomas, 
director (projects and product develop¬ 
ment), Rubber Board, “The traditional 
manufacturers in the west and Japan 
would like to remain in the field and con¬ 
tinue business. Fellow producers from 
south-east Asian rubber producing coun¬ 
tries will use all their resources to gain ad¬ 
vantage over their neighbours. So the pro¬ 
fit of the type enjoyed by glove manufac¬ 
turers in 1989 and 1990 may not be 
available to exporters in the near future." 

Though almost 84 per cent of the 
world’s natural rubber is produced in the 
five south-east Asian country members of 
the Association of Natural Rubber Pro¬ 
ducing Countries, only II pier cent of this 
is used by the manufacturing industries 
in these countries. The rest goes out to the 
US, Japan and Germany, as tyres, in¬ 
dustrial products (belts, tubes and hoses, 
seals, etc), footwear (heavy duty indiutriid 
boots, li^t Wellingtons), latex goods 
(gloves, condoms, catheters, balloons, eteX 
rubbei bands (Thailand is a major 
exporter), general rubber goods (sheets, 
flooring, mats, bicycle tyres and tubes) 

Other products include thermoplastic 
natural rubber, O-rings and headings for 
electronics, parquet tiles, particle boards 
and rubber wood The outlook is anything 
but bleak. According to A Gill, rubber 
products marketing consultant to the 
International Trade Centre, Geneva, the 
demand for natural rubber in 1995 is 
estimated to grow at around 3.9 per cent. 
Further, the demand for both tyre and 
non-tyre rubber should rise by at least 
three per cent. 

To compete successfully in the global 
rubber products market, Indian com¬ 
panies will need to look afresh at quality 
standards. This is particularly important 
with (he new emphasis on the 180-9000 
series of standards which will become 
mandatory in Europe after July. Accor¬ 
ding to Thomas, at present no Indian rub¬ 
ber processing company has the quality 
management system to ensure these 
standards. 

Clearly, rubber exporters will have to 
pull up their socks if they hope to come 
anywlrere near Malaysia, the world's 
largest exporter of latex products, which 
ships out ten times India’s export level. 
Malaysia’s success was based on sound 
marketing, including commissioning 
market surveys from the UK’s Inter¬ 
national Marketing and Economic 
Services in 1980. As late starters, Indian 
exporters will have to learn fast and act 
even faster to make a mark in the world 
rubber market. 


Romancing Rubber 

K G Kumar 

7b compete successfully in the global rubber products market, 
Indian companies will need to look afresh at quality standards. 
This is particularly important with the new emphasis on the 
ISO-9000 series of standards which will become mandatory in 
Europe after July. 
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Back to Bad Old Days 

Kamaroopi 

The resumption of the agitational programme by the All Bodo 
Students’ Union and the Bodo Peoples’ Action Committee marks 
a formal declaration of intent to renew hostilities, presaging the 
return of the ’bad old days’. 


THE decision of the leaders of the All 
Bodo Students’ Union and the Bodo 
Peoples' Action Committee (ABSU- 
BfAC) to resume the agitation for the 
creation of a separate state of Bodoland, 
with additional safeguards for Bodos and 
other plains tribal people on the south 
bank of the Brahmaputra, marks the reac- 
tivisation of another front in Assam, suf¬ 
ficiently beset with problems. The formal 
relaunching of the agitation began with 
a symbolic eight-hour hunger strike and 
dhama beginning at 8 a m at the Capital 
Complex at Dispur on June 6. Other pro¬ 
grammes scheduled include district level 
'mass rallies’ on June 22 and a ‘central 
mass rally’ at Guwahati on June 27. 

The relaunched agitation bears impor¬ 
tant similarities to and, rather more 
crucially, also marks a significant depar¬ 
ture from the form and substance of the 
agitation launched in March 1987 (when 
the Asom Gana Parishad government was 
in office) by the then apparently fringe 
group called All Bodo Students' Union 
under the leadership of its president, 
Upendranath Biahma. The demand of the 
ABSU (then) for the constitution of a 
separate ‘tribal land’ (the term Bodoland 
was to appear much later) was dismissed 
as the demand of a small, lunatic fringe 
of Bodos who would duly meet their 
comeuppance at the hands of the more 
established Plains TVibal Council of 
Assam (PTCA) whose relations with the 
Asom Gana Parishad (AGP) government 
were not adversarial. This was however 
not to be. The agitation gathered strength 
and virulence, every outrage of the agita- 
tionists being more than matched by very 
harsh countermeasures. The culmination 
of the agitation was what ABSU leaders 
would certainly have called, had they been 
familiar with the expression, the 'mother 
of all bundhs’, a 1,001-hour Assam Bundh 
beginning on August IS, 1989. That 
Bundh was however suspended following 
the union and state governments agreeing 
to hold tripartite talks on the Bodoland 
demand with the ABSU-BPAC combine. 

The reference to ‘Bodoland’ and the 
‘ABSU-BPAC combine’ requires some 
clarification. For, in the course of the 
agitation, the vagueness in the 
nomenclature of the proposed ‘state’ had 
been replaced by a clear claim that the 
new state would be ‘Bodoland', marking 


the assertion by the leadership of the 
agitation that the Bodo people, being the 
largest tribal group in the stale (and in¬ 
deed in the region), felt no need to be 
apologetic about asserting their 
hegemonic status. Further, just as the 
Assamese people (contemptuously refer¬ 
red to by the Bodoland agitation leader¬ 
ship as ‘upper caste Hindu Assamese 
clique) maintain that all the people ol 
Assam are part of the ‘greater Assamese 
nationality’, the Bodoland agitation 
leadership too, so shrill in their condem¬ 
nation of the ‘conspiracy of assimilation’ 
by the Assamese, clearly views, in a 
curious imitation of the same despised 
mindset, every other plains tribal com¬ 
munity in the Brahmaputra valley as part 
of the ‘larger Bodo nationality’. Secondly, 
in yet another unintended tribute to its im- 
m^iate adversaries in the state, the 
political inheritors of the Assam agitation, 
and in a manner analogous to the crea¬ 
tion of the All Assam Gana Sangram 
Parishad (AAGSP) by the All Assam 
Students' Union (AASU), the ABSU 
leadership devised a new structure called 
Bodo Peoples’ Action Committee 
(BPAC), an apex body comprising social, 
cultural and women's organisations of the 
Bodos as well as Bodo employees' organi¬ 
sations. The BPAC, so manifestly a crea¬ 
tion of the ABSU, is supposed to have its 
own constitution and is involved in the 
Bodoland agitation jointly and parallcly 
with the ABSU. As was the case with the 
AASU and the AAGSP during the Assam 
agitation, differences between the ABSU 
and the BRAC are not unknown. 

Eight rounds of tripartite talks were 
held in Delhi between August 1989 and 
September 1990, at the end of which an 
'expert committee’ was appointed to deter¬ 
mine the areas where the Bodos and other 
plains tribal perrple lived on the north 
bank of the Brahmaputra; and ‘to make 
recommendations as to the autonomy, 
legislative, administrative and financial 
powers that may be given to them’. 

The decision of the Bodoland agitation 
leaders to resume their agitation follows 
the submission of the Expert Committee’s 
Report in March this year. While ruling 
out the feasibility of a separate state ot 
Bodoland as envisaged by the Bodoland 
agitation leaders (because of a lack of 
contiguity in Bodo-inhabited areas in the 


envisaged territory of Bodoland, as well 
as other factors) the Expert Committee 
has recommended a rather complex ‘three- 
tier politico-administrative structure’ (with 
suitable Bodo and Mishing nomenclatures 
in the ‘west-central’, that is Bodo- 
dominated and ‘eastern’, that is, Mishing- 
dominated areas) at the village, region and 
apex levels, ensuring a decentralised ad¬ 
ministration and devolution of financial 
powers in the areas claimed for Bodoland, 
and at the state level, an upper chamber 
in the form of a ‘legislative council with 
adequate representation for Bodos and 
other plains tribal people and virtually 
vested with powers to veto decisions of the 
state assembly on issues affecting the in¬ 
terests of the Bodos and other plains tribal 
people. 

Bodoland agitation leaders have 
however summarily rejected the Expert 
Committee’s Report and Recommenda¬ 
tions (which ate yet to be formally releas¬ 
ed). Castigating the Expert Committee’s 
Report and Recommendations, the ABSU 
president Sansuma Khunggur Bwiswmu- 
tiary had expressed the view that the com¬ 
mittee (I) had failed to meet the political 
hopes and aspirations of the Bodos and 
other plains tribes of Assam; (2) had 
misrepresented the entire Bodo issue by 
furnishing bogus dau; and (3) was so pre¬ 
judicial that it attempted to legitimise the 
anti-tribal policies of the ruling cliques. 
Such harsh criticism of an admittedly dif¬ 
ficult exercise only underlines once again 
the determination of the Bodoland leader¬ 
ship to make a total and clean break from 
Assam. The rather complex arrangement 
envisaged by the committee appears to 
have been influenced by one supreme and, 
given the larger problems facing the coun¬ 
try, not an unreasonable consideration— 
the need to retain the present political 
structure of Assam, with its boundaries. 
I'he committee also could not ignore the 
historical and cultural reality of a shared 
lifestyle and material culture which per¬ 
sists even in the midst of the walls of 
separation and hatred being erected on all 
sides in Assam. 

But then, in insisting on all or nothing, 
the Bodoland agitation leaders are once 
again emulating their mentors—the 
leadership of the Assam agitation. 
However, even if like them, they too secure 
a ‘victory’, the fruits of such a victory, 
secured by the creation of fresh divisions 
and hatreds, arc bound to turn to ashes 
in the mouth—again as was the case with 
the ‘victory’ of the Assam agitation. 

But these are matters of a longer 
perspective. In ihe short run, however, the 
resumption of the agitational programme 
marks a formal declaration of intent to 
renew hostilities, presaging the beginning 
of the ‘bad old days' of 1987-90, only 
grimmer 


Economic and Political Weekly June 27, 1992 


1307 



US Economy: Signs of 
Growing Crisis 

Sidcfliarth Dub« 

Is the US economy in decline? Does this threaten US primacy in 
world affairs? These two worries have gripped American 
economists, political pundits and the broad public as they face the 
coming century. Commentators speak of nothing but the US's loss 
of competitiveness, the threat of a Japanese take over, the 
astronomical fiscal deficit, shockingly low rates of saving and 
rising levels of unemployment and poverty. 


I'HB outlook in (he US these days is not 
cheery. Paul Krugman, a prominent MIT 
economist, calls the 1990s America’s ‘Age 
ot Diminished Expectations'. Columnists 
and editonal writers spreak of nothing but 
the US’ loss of competitiveness, the threat 
of a Japanese take-over, the astronomical 
fiscal deficit, shockingly low rates of 
saving, and rising levels of unemployment 
and poverty. General Motors has just 
posted the large.st annual loss in US cor¬ 
porate history—S 4.45 billion—-and by 
1995 Its workforce will be cut by tens of 
thousands IBM cut 2(),(XK) employees just 
months ago. Over two hundred thousand 
professionals have recently lost highly- 
paid jobs The number of blue-collar jobs 
has fallen by a million in the past year; 
weekly wages for these jobs fell by 9 per 
cen: since 1973. The ranks of the poor 
have multiplied, and the poorest decile of 
American.s is poorer than at any other 
time in recent US history; their incomes 
fell by I? per cent between 1979 and 1987. 
Sur\<;yiiig .some of this carnage, one recent 
Verv Tfork Times article was headlined: 
■Aiiciiiion America' Snap Out ol It’’ The 
sub-head read “There arc plenty of solu¬ 
tions to the competitive slide Will the 
politicians act?” 

Such self-doubt is surprising at a lime 
when, from the outside, it would seem 
that the world is indeed shaping into the 
place the US has wanted it to be. A decade 
ago Ronald Reagan promised to rebuild 
America, to mend post-Vietnam traumas 
and to make Americans proud of (heir 
land. He did most of this—buoyed by 
what seemed to be rapid economic 
gaiwth. Nor has hie under Bush been bad. 
Old dreams have come true. The USSR, 
this couniiy's nemesis for generations, is 
dusi I he US, once again, is the world’s 
hegemonic power Oil is cheap and plen¬ 
tiful. Iclcvision viewers were treated to a 
gratilying display of military might last 
year in the Gulf as Bush whipped Saddam 
Hussein, the first ol the third world’s 
nudeai despots to be put in place. But few 
.Americans think that America is walking 


tall. Why this crisis of confidence? Is it 
real or imagined? 

The crisis is an economic one. It is real, 
loo. But most analysis of the US’ current 
woes has focused on non-issues and 
symptoms—the trade deficit, loss of com¬ 
petitiveness, an alleged Japanese plot to 
control the US. This has blocked discus¬ 
sion of the longer-term course of the US 
economy. It has also had other deleterious 
results. One is the reliance on quick-fix 
policies, many of which may indeed make 
long-term problems more intractable A 
second is the misplaced faith of many 
experts that the country’s economic pro¬ 
blems are transient, a mere reccs.sion. Only 
a small minority of experts have focused 
on substantive issues. They are less 
sanguine about the long-term health of 
the US economy. 

No issue has earned as much space and 
invective as the supposed threat posed by 
ihe Japanese to ‘the American way of life’ 

I he threat, say subscribers to this view, 
IS glaringly apparent. Japan threatens to 
usurp the US’ century-old position as the 
world’s premier economic power. The 
trade deficit with Japan persists, despite 
the improvement with the US’ non-Asian 
tiade partners. The Japanese increasingly 
are Ihe largest foreign direct investors in 
I IS firms. These developments have led to 
cries that the Japanese are flooding the 
US with exports to destroy American in- 
diisiries, and that (hey are plotting to buy 
up America. ‘The Japanese are coming’ 
ciy has its own special resonance in the 
US: remember Pearl Harbour, Hiroshima 
and Nagasaki, and (he forced internment 
of Japanese-Americans during that war. 
Matters have been made worse by presi¬ 
dent Bush’s embarras.sing sales trip 
to Japan and from Japanese remarks 
that American workers are lazy and 
uneducated. 

Such tensions have ugly results. They 
have led to a recent tide of rabid adver¬ 
tising (hat urges Americans to buy 
American goods. The city of Los Angeles 
cancelled a $ 122 million contract wdth the 


Sumitomo Corporation to build a com¬ 
muter rail-line. Violence against Japanese- 
Americans has increased. 

Equally misdirected are the protec¬ 
tionist trade measures being pushed by 
many in the US government. 1lie ‘volun- 
ury restraints’ on automobile exports 
currently being wrung from the Japanese 
take a heavy toll on political relations; 
they also weaken the GATT Uruguay 
Round and threaten global economic co¬ 
operation. Nor are accusations that the 
Japanese block imports accurate: the 
Japanese consume nearly as much in im¬ 
ports per head as do Americans, and 
Japanese imports of US manufactures 
have doubled since I985. Many US 
economists have called for government 
support for strategic industries, particular¬ 
ly those threatened by Japanese competi¬ 
tion. Most say that this kind of industrial 
policy should be combined with manag¬ 
ed trade—a euphemism for quotas and 
tariffs. Such suggestions are all the more 
surprising given (he US’ long tradition of 
advising other countries (hat trade bar¬ 
riers benefit no one. Equally misguided 
IS the fear that growing Japanese direct 
investment is tantamount to the US being 
taken over by the Japanese. Amongst the 
voices of moderation, Robert Reich of 
Harvard University notes that the bulk of 
these investments have, ironically, gone 
into relatively unsuccessful companies, 
with much of the remaining money used 
to set up factories that hire Americans. 

TWo other concerns have monopolised 
recent debates and policy-planning. One 
IS the US trade deficit. Though the 
decade-long trade deficit has shrunk to 
half its 1987 peak, the US Congress and 
public are increasingly concerned that the 
trade deficit is this country’s Achilles heel. 
They think that trade barriers are the 
answer Paul Krugman at MIT thinks not. 
He says, correctly, that the trade deficit 
IS a symptom of deeper and far more in¬ 
tractable problems: the budget deficit and 
abysmally low savings rates. Over¬ 
consumption has its price. Krugman 
points out that the US’ huge trade deficit 
of (he last decade was possible only 
because foreigners were willing to buy 
American assets that ranged from stocks 
and real estate to whole corporations. 

And used for decades to being unques¬ 
tioned leaders in both military and 
economic strength, Americans have 
reacted with xenophobic fear to the 
emergence of the EEC and Japan as 
economic rivals. The anger is unnecessary 
and misdirected. The ‘convergence’ of 
these three economies fuelled expansion 
of the world economy. This benefited the 
US nearly as much as it did Japan and 
the EEC. Certainly, the US was not made 
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poorer. Moreover, notes Richard Nelson, 
an economist at Columbia University, the 
US had an extraordinary lead in both in¬ 
come and productivity at the close of the 
world war. particularly in mass-produced 
goods. Japan and the EEC made large 
investments in higher education to catch¬ 
up. says Nelson, while US saving rates fell. 
All the more credit due to competitors 
that could close this gap. 

If some analysts have focused on symp¬ 
tomatic problems, others have equally 
incorrectly concluded that the US 
economy is overall in good shape. 
Optimists, always an overwhelming 
majority in this land of plenty, say that 
there is a crisis—the current recession— 
but it IS rdready passing. Such analysts say 
that the decade-long collapse of the steel 
and automobile industries, the fall in 
education standards, R and D investments 
and savings, are short-term set-backs 
rooted in a downswing of the business cy¬ 
cle. Such things are worrying, involve 
painful changes for individuals, but are 
only temporary, say these optimists 

Alfred Malabre, economics editor of 
The Wall Street Journal, shares this op¬ 
timism. He notes that technically the 
recession ended last summer when the 
economy grew instead of contracting. 
According to Malabre, there have been 30 
recessions in the US since the business 
cycle was first identified by economists 
in 1954, Recessions are followed by 
recoveries. The US economy grows in this 
choppy way. Recessions Iasi for about a 
year, recoveries for three years, says 
Malabre. Think of long-term growth, he 
says, as a process of ‘three steps forward, 
one step back’. 

Others of this rosy view maintain that 
there is little reason to fear the future. 
Richard Clarida, professor of economics 
at Columbia University, says that the US 
has already been ‘through the wringer’— 
made the changes needed to boost long¬ 
term growth. Steve l-ohr, an economics 
correspondent at the New York Times, 
says that the US will do well in the decades 
ahead, but thinks that the EC is the one 
likely to do poorly. The Economist, the 
British weekly, is another die-hard op¬ 
timist. A recent editorial, titled ‘Sam, 
Sam. the paranoid man’, argued that 
analysts were confusing the visible effects 
of the current recession with the long-term 
prospects for the US economy 

It IS not difficult lo understand why 
some Americans remain optimists at 
heart: The American experience of the last 
century, barring the depression, has been 
that each generation is assured higher 
incomes and living standards There is 
reason to question this confidence today. 

The US IS unlikely to have as easy a 
time in the international economy as it has 


enjoyed in the past. Free trade and foreign 
debt are likely to pinch first. 

Historically, only nations with un¬ 
challenged economic power have been 
committed to free trade—think of Britain 
at its mercantilist peak, and the US in the 
first three-quarters of this century. It does 
not require the formal dissolving of GATT 
to see that the post-second world war free 
trade regime is weakening. Suspicious of 
the emerging trade blocs in Europe and 
eastern Asia, US protectionists are likely 
to turn to an expanded trade bloc in the 
Americas. This would be a poorly judged 
move. I he US would lock itself into trade 
with slow growing and inefficient part¬ 
ners, a situation remmisceni of the former 
Soviet trading bloc. 

Somewhat less likely, as yet, is the 
chance that foreigners will lose confidence 
in the dollar—US treasury bonds, stocks, 
real estate, firms That would cripple the 
world’s largest debtor The US’s current 
account deficit has hovered near $ 120 
billion (2.5 pier cent of GN P) for the past 
few years The US will owe foreigners $ 2 
trillion by the year 1000 even if the deficit 
does not widen, one study notes. At the 
same time, the dollar’s special status is 
being eroded by the growing impiortance 
of Japianese and Europiean currenc 7 blocs. 
Foreigners also may not want to continue 
to invest in the US if protectionism and 
economic nationalism become any 
stronger there. A run on the dollar would 
hurt a great deal despite the gigantic size 
of the US economy MIT’s Krugman com¬ 
ments, “The vision of the United States 
as a giant Argentina may be unlikely, but 
no one should dismiss it out of hand.” 

These external threats would be less 
worrying if the US economy was on a 
sound long-term footing. It is not. lo a 
foreigner who has travelled between the 
US and India for the past decade, the 
decline is numbing 11 the early to 
mid-l98()s held the promise of unbounded 
prospierity, the opxtning years of the 1990s 
spseak of doom Heavy industry has col¬ 
lapsed in the Great Lakes region, as has 
New England’s nascent high-technology 
boom. So has the Californian economic 
miracle. The optimistic view is that alter¬ 
native jobs have been created in service 
industries, and that wages will eventually 
rise in this currently low-productivity sec¬ 
tor. One may or may not believe this. 

But signs of a growing societal ensis are 
not so easy to discount, nor can one 
dismiss what these problems portend for 
long-term economic growth. US college 
graduates seem ill-prepared for work; 
high-school students virtually illiterate. 
Official statistics say that only 21 per cent 
of young adults are educated enough to 
synthesise a newspaper editorial and even 
fewer can use a bus timetable or work 


manual. A growing share of teaching, 
health-care and high-technology jobs are 
filled by immigrants, many from south 
and east Asia Social welfare programmes 
have been cut by both Reagan and Bush. 
So has spending on infrastructure. The 
results are painfully apparent. Major 
urban areas have been gripped by a cycle 
of poverty, drug-abuse and violence 
Across the country, roads, bridges, 
hospitals and other essential services a.'c 
deteriorating. The US has by iar the 
world’s highest rate of imprisonment, 
locking away a larger share ot its popula¬ 
tion than any other country I he analogy 
may not be theoretically evading, but 
adjusted for population more people are 
murdered jn New York City each year than 
in today’s Punjab. 

These signs of trouble are repeated in 
the data-crunching realm ol economics. 
Consider the following trends Output per 
worker in the US grew at an annual rate 
of 2.3 per cent until the early 1970s It has 
since slowed to 1.2 per cent National sav 
ings rates have since the 1970s declined 
from 7 per cent of GNP to 2 jrcr cent, 
nearly one-tenth that of lapan’s Net 
household savings in the US in 1990 was 
less than 5 per cent of disposable income, 
nearly three times lower than Japan ot 
Germany. Ikxes are unlikely to be increas¬ 
ed. Investment rates have remained steady 
because of foreign capital inflows. The 
precarious end-result. Real incomes 
that have remained constant since the 
end-1960s. An astronomical budget deficit 
of $ 400 billion, nearly 7 per cent of GNP 
and more than S 100 billion larger than 
last year. Cumulative government debt ot 
$ 2.7 trillion in end-1991, over 50 per cent 
of GNP, a figure not reached since the 
mid-1950s when debts remained from the 
war. Interest on domestic debt at just 
under 20 per cent of the 1993 budget 

Most governments would pale at such 
news. If It does not worry US planneis, 
more the reason to suspect that ali is not 
well with the US economy 
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Cambodia: Unique Role of NGOs 

Pnbhu Ghale 


In all there are about 70 NGOs in Phnom Penh. Some of them 
have played a major role in the massive emergency relief and 
humanitarian assistance programme that was mounted in the 
immediate post-Pol Pot years. From 1982 they found themselves 
being asked increasingly to shoulder responsibilities normally 
undertaken by bilateral and multilateral aid agencies. 


NGOs played a unique role during 
Cambodia's long period of isolation, since 
Pol Pot’s overthrow in January 1979. As 
that isolation comes to a sudden end with 
the arrival of thousands of UN civilian 
and miliury personnel, there is a danger 
that the NGOs will get shouldered aside. 
That would be unfortunate, since the 
hard-won experience they represent is 
perhaps the most valuable part of the 
woefully inadequate knowledge-base at 
the aid community's disposal, as it sets 
out on the lorsg road to rehabilitation and 
development. 

One of the Tirst impressions that greets 
the visitor on arnval in Phnom Penh is 
the ubiquity of the NGOs. Their vehicles 
are everywhere, announcing the presence 
not just of the better known NGOs, but 
oiganisations specialising across the whole 
age-gender spectrum such as Enfants du 
Cambodge, Handicap International, 
International Womens Development 
Agency, and Help the Aged. (Cambodia 
has a huge population of orphans, am¬ 
pules and widows.) Not only is there a 
Medicins Sans Froniieres, but an Aviation 
San Frontieres and a Pharmaciens Sans 
Frontiercs. Not only are Catholic Relief 
Services and Caritas there, but so are the 
Adventists, Jesuits, Lutherans, Men- 
nonites, Quakers, and Missionaries of 
Charity, and have been for some time, 
doing quiet and valuable work. Cornell 
University is helping rebuild the national 
library, and Sophia University, Tokyo, is 
helping train a new generation of ar¬ 
chaeologists (the previous one having been 
decimated by Pol Pot). Some agencies 
have come tofjether to form PACT 
(Private Agenaes Collaborating Together) 
and PADEK (i^rtnership for Develop¬ 
ment in CambcKlia). The Committee for 
Co-operation iii Cambodia (CCC) acts as 
a central refcicnce point and provides 
meeting facilities. Even mine-clearing is 
being handled by NGOs—UNHCR’s 
main contractor for identifying mine-free 
land for resett ling the refugees is the Trust 
for Hazardous Areas Life Support 
Organisation (HALO). If the NCiOs have 
contributed to Phnom Penh’s traffic pro¬ 
blem, they ha VC also initiated steps to case 


it. A Coalition tor Motor Safety proposes 
to distribute 300 'Drive Carefully’ T-Shirts 
to L 7 cie rickshaw drivers, a thousand 
helmets (to those who pass a written test), 
and to paint driving lanes down the main 
streets. 

In all there are about 70 NGOs in 
Phnom Penh today, with about 500 per¬ 
sonnel. Some of them have just arrived, 
but a hard core, including Oxfam UK, 
have been there since the beginning, and 
have played a major role in the massive 
emergency relief and humanitarian 
assistance programme that was mounted 
in the immediate post-Pol Pot years. They 
also served at that time as a conduit for 
aid from bilateral donors who did not 
recognise the Phnom Penh regime. From 
1982, by when minimal agricultural and 
industrial production levels had been 
restored, NGOs found themselves being 
asked increasingly to shoulder respon¬ 
sibilities normally undertaken by bilateral 
and multilateral aid agencies. Thus they 
began to undertake project assistance such 
as the rehabilitation of factories and items 
of infrastructure such as the municipal 
water supply system in Phnom Penh. 

any aid other than humanitarian 
was withheld by the non-socialist coun¬ 
tries and the UN system (only UNICEF, 
WFP, UNHCR, and ICRC fynctioned in 
the country, and they too extensively 
utilised the services of NGOs), NGOs 
came to represent the mam point of con¬ 
tact with the non-socialist world. They 
developed relations of trust with counter¬ 
part agencies, and often had direct access 
at the mintsterial level. 

The NGOs soon realised that the over¬ 
riding priority was to develop technical 
and management capacities at all levels of 
government, which led to initiatives in the 
training area, and eventually to the setting 
up, by a group of NGOs, of the Cambodia 
Development Research Institute (CDRI) 
to help enhance development planning 
and management skills, and enable the 
Cambodians to articulate their own 
perspectives and priorities. The NGOs 
also became aware during this period of 
the importance of advocacy activities in 
their own countries, and the need to break 


the diplomatic impasse. Several pubfica- 
tions, among them Punishing the Poor by 
Eva Mysliwiec of Oxfam, contributed to 
an awareness of the need to break 
C^ambodia’s diplomatic isc^tioa ExpficRiy 
political activity was undertaken through 
another co-operative endeavour, the NGO 
Forum, set up in Brussels, to lobby with 
the EEC and home governments. 

From 1987, as prospects of a solution 
to the Cambodian problem grew, the 
NGOs working in Cambodia developed 
much closer links with the NOOs working 
in the border camps in Thailapd. Ibgether 
they played an invaluable role in prqiar- 
ing for the repatriation of the refugees. 
The border NGOs stepped up Khmer self¬ 
management programmes in the camps to 
train the returnees in management skills. 
By virtue of their prior involvement in 
agricultural and rural development pro¬ 
grammes, and their Khmer skills, the local 
NGOs were in a position to interact with 
government staff and provide detailed 
inputs into a resettlement plan. Current¬ 
ly, as the repatriation gets under way, 
CARE and the Japanese InternatioiuJ 
Volunteer Centre are handling the huge 
logistical operation as contractors to 
UNHCR, Concern and Christian Outreach 
arc constructing and will help run the 
reception centres in Cambodia, while Ox¬ 
fam is engaged on a large drinking water 
programme in the resettlement villages. 
After being used to sanitised conditions 
in the camps, the returnees, especially the 
children, who constitute a quarter of the 
returnee population, are particularly 
vulnerable to gastro-intestinal diieaaes. 
Cambodia currently has the higJiest infant 
mortality in the world. 

The Cambodian economy is one of the 
least studied in the world. There are no 
national accounts or external trade and 
payments data, and only a hazy under¬ 
standing exists of the fiscal system. 
(Revenues consisted till now hngeiy of the 
surpluses of the public enterprises, but 
these are being rapidly privatised or given 
out on long-term lease, many of them to 
Thai firms. The other main source of 
budgetary support, east European aid, has 
also dried up. Even population estimates 
arc tentative. The last World Bank report 
on the country was written in 1969. It has 
become poorer since, with the savings rale 
negative at an estimated 3 per cent, an 
investment rate of 3 per cent, and the dif¬ 
ference between the two being financed by 
aid-until recently. Fhe ADB is planning 
to come through with quick-disbursing 
multi-sector programme loan which will 
provide urgently needed budgetary and 
foreign-exchan^ support. However, it has 
only two brief studies to go by, both spon¬ 
sored by NGOs, one on fist^ reform jiy 
Meghnad Desai and a student of his at 
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LSE, and the other on the pbuining 
system, by a team from the Institute of 
Social Studies. The Hague: The CDRI has 
as one of its objectives a programme of 
research studies in collaboration with 
these and other institutions. 

Clearly, developing the knowiedge-base 
and the supporting institutions is a high 
priority as the reconstruction programme 
proceeds. As the multilateral and bilateral 
donors and UN agencies bring in staff and 
consultants they will have to be careful not 
to divert scarce logistical facilities away 


IT is not news to any of us that con¬ 
sumerism markets commodities; but the 
newest commodity that consumerism 
markets is news. The American public has 
been offered the spectacle of the riots in 
Los Angeles: the long-shots of burning 
neighbourhoods taken from helicopters 
owned by the corporate media-houses, the 
violence of the marauding mob without 
any analysis whatsoever of class protest, 
scenes of looting accompanied by voice¬ 
overs that endlessly repeat the word 
‘senseless’, and, of course, the mechanical 
repetition of the strip of videotape that 
showed the March 3, 1991 beating by 
white police ofFicers of Rodney King, the 
unarmed, black man. (As many readers 
must be aware, it was the acquittal of the 
police officers by a white jury in the af¬ 
fluent Simi Valley near Hollywood that 
sparked this nation’s worst racial riots in 
this century.) 

In opposition to this, the rhetoric of 
rising black protest during the past few 
weeks has been an attempt to tell a 
singular story of unremitting white-on- 
biack violence and abuse. Black leaders 
insist that this is the picture we should be 
getting on our screens, and everything else 
is, quite literally, white noise. Their 
organised social protest has so far relied 
on drawing together diverse narratives in 
order to create that bond which holds 
together the community and its collective 
memory. 

Against the electronic ceremonies of the 
TV screen, where talking heads converse 
■bout scheduled closures, the social 
mobilisation of forces by the black com- 


from the NGOs. With house rents 
shooting up and office space becoming 
scarce NGO administrative costs are 
already increasing as a result. While there 
is not much that can be done about salary 
differentials, with UN personnel, most of 
them recruited or promoted especially for 
Cambodia, being paid much more than 
NGO staff who arc often more experienc¬ 
ed and certain ly closer to the ground, aid 
agencies should at least make conscious 
efforts to avoid the life-styles they arc 
accustomed ic in other countries. 


munity reclaims the public sphere of 
participatory politics, and begins to ar¬ 
ticulate a history which does not die with 
prime-time. 

This galvanising effort is not, however, 
simply an attempt to lend support for the 
camera-docs-not-lie truth of the videotape 
that showed Rodney King caught under 
a flurry of police baton blows and kicks. 
That would be too easy. Even the formcr- 
CI A-head-and-execu tione r-of-1,00,000 
Iraqis. George Bush squeaked that “it was 
hard to understano how the verdict could 
possibly square with the video”. And. 
much of America, which is unmoved by 
the serial violence of racists, rapists, and 
homophobes, asked in a fit of outrage: 
“How could they look at that tape and 
not find those guys guilty?” 

No, the aim of the protest movement 
is anything but the isolation of the iwo- 
minutc long tape as the loaded bearer of 
truth. 

Rather, the so-called ‘thousand points 
of light’ of the Reagan-Bush era have lit 
a thousand fires; and the point of wide¬ 
spread social protest here is to make visi¬ 
ble the violence—often left unseen—that 
smothers this nation’s disenfranchised. 

Hence, the continued insistence on the 
part of the protest movement leadership 
on issues of inner-city poverty, rampant 
discrimination in hiring practices, 
endemic police brutality, and last but not 
the least, the warped discussions of issues 
which involve race. 

The media, as the mouth-piece of the 
estabiishnient, has not failed to eq>loit the 
riots and even their aftermath. While the 


smoke is still rising from the gutted 
neighbourhoods the talk-shovrs on TV are 
already trivialising the issues, displaying 
T-shirts that proclaim ‘Come to LA, It’s 
a Riot’. 

This does not always mean that the bat¬ 
tle has to be taken from the television 
screens and the studios in order to be 
settled in community centres and inner- 
city streets. Instead, many concerned 
citizens in this country realise that 
the terms of the conflict have to be 
changed—both on the streets and the 
screens. It is not the reality of conflict but 
the conflict over reality that confront us. 
We can see that the TV spectacle of a city 
in flames and, more significant, the 
parameters of the narrow discussions 
around them, support the inanely 
authoritarian pronouncement of Dan 
Quayle that lssucs of law and order are 
more important than the causes underly¬ 
ing the riots. 

A black minister from the Southern 
Christian Leadership Conlerence, speak¬ 
ing at a protest said; “They’ll tell you the 
problem is not racism, but unemploy¬ 
ment. Oh no! During the days of the 
slavery, everyone had employment and 
that didn't help us one bit!’ In the wake 
of the upheavals in Los Angeles, it has 
become essential to keep sight of the fact 
that racism is limited neither to the boun¬ 
daries of Simi Valley where the jurors ac¬ 
quitted the police officers, nor to an 
incriminating strip of videotape which 
presented the sickening violence of the 
racist state-machine. 

Racism, if I may say so, is as global as 
the television network CNN. And while 
the news for the TV channels has only 
meant a narrowly provincial, amnesiac 
concern with racism, the protest move¬ 
ments among black communities and 
elsewhere has stressed that the people 
must continue to contest co-optation by 
any means necessary. 

Let us not forget that the lessons of Los 
Angeles have equal relevance for what 
happens in New York or New Delhi. We 
well know that communal clashes are 
often sponsored by those who stand to 
benefit from the violence and the distor¬ 
tion of real struggles; we can also see how 
the reportage on our television and its 
limited analysis is implicitly and 
sometimes exphatly linked to the ideology 
of the commercial sponsors, lb oppose 
that culture of commodification we need 
not only social movements but also a 
cultural struggle on our streets and on our 
screens, a struggle that will not allow 
social protest to be turned into a profit 
for the industrial houses selling the latest 
toothpaste or the newest brand of shoe 
polish. 


Los Angeles Riots and Television 

Amitava Kumar 


The media, as the mouth-piece of the establishment, has not 
failed to exploit the Los Angeles riots. While the smoke was still 
rising from the gutted neighbourhoods the talk-shows on TV were 
already trivialising the issues. 
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PERSPECTIVES 


For a More Federal India 

Ninnal Muluuji 

Decentralisation is the foremost agenda for India’s political 
economy. TWo sub-agendas require simultaneous attention: a new 
economic policy which does away with centralising bureaucratic 
controls, but not with caring for the poor, whether poor people or 
poor regions; and a new political policy which devolves to lower 
democratic formations all powers and functions other than those 
the centre alone can and should have, thereby allowing the people 
to have a greater say in their own affairs. 


I 

INDIA’S census report for the decade 
ending 1991 opens with arresting figures 


of world population. 

Over five and a 

quarter billion people inhabit the globe. 
Of these more than half live in just five 
countries or regions, the share of each in 

the population of the 

world being as 

follows: 

[Percentages) 

China 

21.6 

India 

16.0 

Europe 

9.4 

Erstwhile USSR 

.5.5 

USA 

47 

Total 

57.2 


Countries and regions with large popula¬ 
tions face problems of poliiicai structure 
and governance not encountered else¬ 
where. These are rendered complex where 
there is substantial ethnic diversity 
The term ‘ethnicity’ once had a limited 
meaning but is now used to describe all 
societal diversities other than those related 
to class. Accepting this extended usage, 
ethnic groups fall in two broad categories: 
those which are clustered in definable 
geographical areas and those which are 
scattered. Here and theie a group may 
straddle both categories, as for example 
the Muslims in India who are clustered in 
Kashmir but scattered elsewhere. As a rule 
however the two categories are mutually 
exclusive. Whether clustered or scattered, 
ethnic groups become increasingly cons¬ 
cious of their identities with the spread of 
political awareness and seek to find ways 
of being suitably recognised. This tends 
to strain inter-group relationships. It is 
necessary to clarify at this stage that 
majority or dominant groups are as truly 
ethnic as minority oi ‘out’ groups and 
both are equally liable to experience 
heighte.'ied identity consciousness. The 
Hiaintenance of harmonious relations bet¬ 


ween groups thus becomes a major objec¬ 
tive of politics and government. The pre¬ 
sent piece deals only with group relations 
in the "cluster’ or territorial category. 

II 

China, the largest of the big five, has 
little of either category of diversity since 
over 90 per cent of its people are Hans 
with a more or less common language and 
a single script. The five autonomous 
regions, such as Tibet and Inner Mongolia, 
no doubt serve as homelands for the 
ethnic groups inhabiting them, but Hans 
have arrived there in large numbers so 
much so that, for example, in Inner 
Mongolia they arc in a majority as against 
the native Mongols. The US’s considera¬ 
ble diversity is mainly of the ‘scatter’ 
category and, in any case, is tempered by 
the "'<*lting-pot process which acts as a 
hnmo,-. ■'•ser, though less so for the 
Blacks, the Hispanics and the Asians. The 
American Indians in their reservations are 
hardly a useful example of ‘cluster’ ethni¬ 
city having regard to the historical back¬ 
ground. There is, thus, nothing of signi¬ 
ficance to learn from the experience of 
either the Chinese or the Americans about 
the problems presented by groups with ter¬ 
ritorial affiliations. 

The remaining three in the big league— 
India, Europe and the erstwhile USSR— 
have much in common in the way of 
territory-based groups. In Europe these 
groups call themselves nations; in the 
USSR they were nationalities; in India the 
expression ‘sub-nationalism’ has gamed 
currency. 

Europe introduced the concept of the 
nation-state and over time imposed a 
world order on that basis. Ironically it is 
in Europe itself that the concept is becom¬ 
ing blurred. On the one hand, the nation¬ 
states there are moving towards some form 
of federalism. The landmark Treaty of 
Rome in I9S7 first brought six countries 


into a European Economic Community. 
In due course the six became 12. At 
Maastricht in December 1991, the 12 
decided to form a European Union which 
would go beyond economics towards a 
common foreign and security policy even¬ 
tually leading to a common defence policy, 
a common policy on matters like law and 
order and immigration, and even a com¬ 
mon European citizenship. There are signs 
that the union might ultimately expand to 
take in nearly all of Europe. On the other 
hand, demands are growing for decision¬ 
making to be decentralised to the local 
level. Many Scots, for instance, favour a 
self-governing Scotland in an increasingly 
federal UK and an increasingly federal 
Europe. The German style of decentralis¬ 
ed federalism is legardcd as a model for 
the future Europe These upward and 
downward movements may dilute the con¬ 
cept of nation-states, which may then 
result in European countries gradually 
becoming ‘erstwhile’ nation-states. 

Meanwhile the Soviet Union has ac¬ 
quired the epithet ‘erstwhile’ through a 
veritable revolution. As against Europe’s 
convergent trend it has witnessed a diver¬ 
gent explosion into IS independent states, 
each with a distinct ethnic flavour. 
Although the post-revolution situation is 
characterised by change and uncertainty 
It is possible to identify, at least tentatively, 
some of the more noteworthy elements. 
Most prominent of these is the assertion 
of nationalism in the erstwhile republics. 
This is moderated to an extent by the 
emergence of the Commonwealth of Inde¬ 
pendent .States of which all but the three 
Baltic states and Georgia are members. 
The functional content of the Common¬ 
wealth is still unclear but enough is known 
to suggest that an attempt is on to salvage 
out of the break-up a federal arrangement 
ol some kind to look after common in¬ 
terests. On the other side each state in the 
CIS IS faced with the problem of ethnic 
miiionties, Armenian-domuiated Nagorno- 
Karabakh in Azerbaijan being the best 
known as also the most violent example. 
The giant state of Rus.sia has over a hun¬ 
dred ethnic groups. Ways will have to be 
found to accommodate such groups in the 
various states. Running through the en¬ 
tire transformation is the spread of the 
democratic idea; institutions to channel 
the forces released have yet to evolve. 

It is instructive to compare the develop¬ 
ments in Europe and the former USSR, 
especially to see whether there are any 
lessons of relevance to India. Three 
features stand out, two indicating the 
dissimilarities between the two regions 
and the third the similarity in.the pro- 
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t under way in the two places. Firstly. 
Europe has a broadly common civilisa- 
tkHial base stemming from iu Graeco- 
Roman and Judaeo-Christian legacies. 
Consequently its inhabitants End no dif¬ 
ficulty in thinking of themselves as Euro¬ 
peans. IWo devastating wars in the present 
century, both essentially European, 
brought home to them the senselessness 
of destroying their shared inheritance by 
fighting each other. Coalescence as an 
idea thus has strong toots. Such is not the 
case in the Soviet lands. The l^arist em- 
piie was after all put together by conquest. 
The cleavages in it b e t wee n the victors and 
the vanquished, the Europeans and the 
Asians, the Orthodox Christians and the 
Muslims, and not the least between the 
Slavs and the llirks, Mongols and the rest 
were real and did not disappear with the 
arrival of the Soviet Union. Empire and 
communism have no doubt left memories 
but these are at best weak roots for 
togetherness in the post-USSR era 

Secondly, Europe has no single domi¬ 
nant group, whereas the USSR did in the 
shape of the Russians who constituted 
more than half of the population and 
much more than that in terms of power 
and importance. In the post-USSR situa¬ 
tion the Russians arc reduced to a domi¬ 
nant role only in Russia but that one sute 
is overwhelmingly the largest and .stron¬ 
gest in the CIS. Also there are sizeable 
contingents of Russians in several of the 
other states. The presence of a dominant 
group generates ‘out’ group attitudes in 
the others and consequent tension between 
the two then makes attempts at unifica¬ 
tion of uiy kind difficult. Europe does not 
have this problem, except in the form of 
the relatively poor eastern countries seek¬ 
ing entry into the union. The latter will, 
until they come up, tend to perceive 
themselves in the ‘out’ category. 

Yet, thirdly, despite these differences 
there is an underlying similarity in that the 
initiative for change came more from the 
people than from above. In country after 
country, whether in eastern Europe or in 
the former Soviet Union, people's move¬ 
ments managed to overthrow entrenched 
authoritarian regimes. In western Europe, 
too, mobilised public opinion played an 
important role in the emergence of a 
federal union as also simultaneously in the 
moves for doser-to-the-peopic local govern¬ 
ments. Across both regions ‘people’s 
strength*, which is the literal meaning of 
democracy, asserted itself in new ways. 
Europe has the advantage of long experi¬ 
ence with democratic institutions in its 
western half. Lacking this, the erstwhile 
USSR could come to grief in, for example, 
the attempt to set up a commonwealth or 
in preventing the reappearance of authori¬ 
tarianism in the newly independent states. 


Nevertheless, there is a striking resem¬ 
blance in the solutions the two regions are 
seeking. Both are thinking in terms of 
democratic arrangements at three levels; 
the federal, the national and the sub¬ 
national. This remarkable congruence of 
thinking from two opposite ends cannot 
but be of interest to India, being the third 
big region with a comparable order of 
territory-linked diversity. 

A special characteristic of the congru¬ 
ence is that'it is the middle level that calls 
the shots. Thus in Europe it was the na¬ 
tional governments that agreed to a union, 
voluntarily yielding some of their func¬ 
tions. Also it is left to the national govern¬ 
ments to decideliow to devolve powers to 
the sub-national level, the British being 
free to deal with the Scots, the Welsh and 
the northern Irish, the French with the 
Bretons and the Corsicans, and so on. 
Similarly, in the former Soviet Union it 
!s the states that are arguing about what 
functions to cede to the CIS and also it 
is for them to come to terms with their 
ethnic minorities. In both cases the basic 
units are at the level of the nation or the 
state, but no longer the nation-state as 
hitherto understood. Each unit has its 
own Constitution. The respective federal 
centres, the European Union and the CIS, 
will also have their own constitutions 
when their functions crystallise. The 
emerging picture is of three-level federal 
democracies w iih Constitutions for both 
the upper levels but, for the present, 
the middle level being the more weighty. 
Constitutions for only the federal centres 
are out of the question as that would be 
viewed as unacceptable centralism 

III 

The Indian Constitution is said to be 
the longest in the world The Constitution 
of a country is meant to provide the 
framework for its politics and governance. 
A framework has almost by definition to 
stand firm. Therefore all Constitutions 
resist change, written ones more so and 
long ones even more so. Yet, by 1991, the 
longest of them had seen 69 amendments 
since its commencement in January 1950. 
Despite its length the Indian Constitution 
thus displayed a capacity to be reshaped 
as and when changing circumstances so 
required. A decadewise breakdown indi¬ 
cates an accelerating pace: only seven 
amendments in the SQs, 16 in the 60s, 
peaking to 21 in the 70s, slightly down to 
19 in the 80s, but shooting up again in the 
first two years of the 90s to six acts passed 
and several bills pending consideration. 
The acceleration paralleled mounting 
political consciousness m a growing popu¬ 
lation. But whether it was adequate to 
accommodate the new pressures was in 


doubt having regard to the frequently ex¬ 
pressed view that the country needed u 
altogether fresh Constitution, a second 
republic in fact. Evidently a widening gap 
was perceived between a rapidly advancing 
political reality and a relatively slow-to- 
react Constitution. 

The disenchantment caused by the gulf 
separating the galloping reality from the 
static system led to remedies being sug¬ 
gested in two opposite directions, cen¬ 
tralist and federal. A muted form of the 
centralist thought favoured the-introduc- 
tion of a presidential system on the 
grounds that this would eliminate govern¬ 
mental instability, whether at the centre 
or in the states. The chief executives, in¬ 
directly elected, would be able to choose 
good men for their cabinets who being in¬ 
sulated from the vagaries of pditics would 
be able to get on with their jobs. This 
essentially bureaucratic and somewhat 
authoritarian solution was found accep¬ 
table as worth exploring by only one mgjor 
political party, namely, the Bharatiya 
Janata Party. A strident form of centra¬ 
lism was sponsored by the same BJP in 
a politico-cultural rather than constitu¬ 
tional mode. The concept of ‘hindutva* 
was launched with the claim that this was 
the natural binding principle for Indian 
nationalism. Whether it was at all possible 
or even advisable to homogenise India’s 
rich and deep-seated diversity was doubt¬ 
ful. But in the short run at least ‘hindutva’ 
brought the BJP nouble electoral gains, 
especially in the northern Hindi-speaking 
belt, though at the cost of further aiie-. 
nating the Muslims. 

Meanwhile, the federal idea gained 
ground. Whereas neither of the centralist 
prescriptions, a presidential system or 
‘hindutva’ nation^sm, were quite in tuiK 
with the Constitution, fedcraUsm was en¬ 
tirely so. The historical background had 
made the Constitution-makers swing 
towards a strong centre, for which reason 
the system came to be desaibed as quasi- 
federal. Unbroken Congress rule at the 
centre and in the sutes during the first turn 
decades after independence coupled with 
tight central planning led to even more 
centralisation than what the Constitution 
visualised. But Congress hegemoiqr began 
to dissolve in 1967 and central planning 
failed to deliver in vital respects, as a resuk 
of which the country was plunged into 
multiple crises. The Congress centre was 
squarely blamed, not without considera¬ 
ble jusiification. Consequently, anti- 
Congrcssism in the 80s saw to it that all 
political parties other than Congress took 
the federal line which stressed decentra¬ 
lisation. Even the centralist BJP declared 
that it was for restructuring centre-state 
relations. By the early 9Qs the mood of the 
country forced the Congress party also to 
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speak the tame laniuage. There seemed 
thus to be a consensus on a more federal 
India, but so far it was only in an inchoate 
form. 

IV 

When the Constitution was written the 
political map of India was made up of 
highly disparate bits and pieces with no 
more logic than simply that they were 
there. Some of them were inherit^ pro¬ 
vinces and centrally administered areas. 
Others were former princely states, singly 
like Hyderabad and Mysore or grouped 
together like Saurashtra and Madhya 
Bharat. Such was the disparateness of 
these units that they had to be graded in 
four categories—Parts A, B, C and D 
states—each with its own regime of 
centre-sute relations, it is a marvel that 
the federal idea was put through at all in 
the face of such an incongruous combina¬ 
tion. But the patchwork could not last and 
was in fao replaced through two parallel 
processes of far-reaching political carto¬ 
graphy. The Andhra agitation of 1952 led 
to a comprehensive reorganisation of state 
boundaries on durable principles of 
language and culture. Secondly, the grant 
of full statehood to a relatively small terri¬ 
tory like Nagaland initiated a course in 
which on tribal or other grounds several 
other small states came into being. The 
new states had definable identities and 
gave the Indian federation an altogether 
new face. With sub-identities demanding 
recognition it cannot be said that the num¬ 
ber of states will stay at the present 25. 

In political terms the reconstitution of 
the states on linguistic or tribal grounds 
marked the beginning of a new era, for 
it sowed the seeds of sub-natiunalism. 
There are two contrasting views about 
Indian sub-nationalism. Centralists regard 
it as subversive of the unity and integrity 
of the country and disparagingly refer to 
it as regionalism. Those of a federal per¬ 
suasion look at it positively arguing that 
only strong building blocks at the state 
level can lend strength to the large and 
diverse entity that is India. The undenia¬ 
ble fact is that the seeds of sub-nationa¬ 
lism did germinate, exhibiting commonali¬ 
ties in some respects but differences in 
others. Thus sons-of-thc-soil movements 
came up almost everywhere and compell¬ 
ed the adoption of protectionist (xilicies 
in employment and education for natives. 
But political parties based on the sub¬ 
national principle appeared only here and 
there, the most telling example being that 
of the Dravid parties of Tamil Naefu which 
became unassailably dominant within the 
sute from 1967 onwards. Again, all major 
slates led by those ruled by non-Congress 
parties became increasingly assertive 
vis-c-vis the centre, wanting more devolu- 

?U 


tion especially of finance and effectively 
greater autonomy for themselves. That 
denial of reasonable autonomy could, in 
sensitive areas, lead to aggressive denumds 
for self-determination, even secession, was 
proved by the militancy that overtook 
Punjab, Jammu and Kashmir, and Assam. 

Sub-national states transformed the 
country's politics but failed to bring about 
a corresponding change in the Constitu¬ 
tion. Most of the 69 amendments did not 
relate to the federal aspect at aR. Of the 
few that did some merely incorporated the 
new states. Amongst th<^ the seventh and 
thirteenth amendments stand out, the 
former for having launched linguistic 
states and the latter for doing the same 
in respect of tribal states. Some others 
made changes in the Seventh Schedule, 
which distributes legislative and executive 
powers between the centre and the states, 
and in Article 356, which provides for 
direct pentral rule in the event of constitu¬ 
tional failure in a state. The point to note 
is that all the changes compressed the 
governing space of the states, whereas the 
new sub-national dimension suggested 
moving in the opposition direction. A 
third set of amendments did recognise 
that there was a fresh situation. The land¬ 
mark seventh amendment enlarged the 
scope of the chapter on temporary and 
transitional provisions to include special 
provisions also. It then fashioned a new 


Article 371 which for the first time in¬ 
troduced the concept of special proviskMU 
for individual sutes, “notwithstanding 
anything in the Constitution”. The open¬ 
ing enabled 8 other states situations to be 
similarly accommodated as needs arose. 
The '371 cluster* so formed becamce a 
notable departure from an otherwise 
prescriptive Constitution. 

The seventh amendment made room 
for the new Article 371 by deleting the 
previous one which only had temporary 
provisions for the exiting Fut .B states. 
Had a slot not thus become available there 
may well have been an Article 370A in¬ 
stead and the group of special-provision 
articles referred to as tte *370 cluster’. 
Would that have been a misjoiiider of 
unlikes? Ybs. in the sense that the con¬ 
troversial Article 370 makes a temporary 
provision with respect to Jammu and 
Kashmir whereas the others all speak of 
special provisions for the respective states. 
No, be<»use the distinction between tem¬ 
porary and special cannot obscure the 
plain fact that Article 370 does make a 
special provision for J and K. Further- 
mote. the temporary character of Article 
370 extends to the ‘371 cluster’ in the sense 
that all are amendable, even repealabie. 
Conversely the durability of the latter 
attaches to the former since none can be 
nioditled or removed without going through 
due process. If anything, Article 370 
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s imbued with greater durability be- 
;ause it can neither be ended nor amen- 
led without the recommendation of 
I and K’s constituent assembly, which 
)ody ceased to exist long ago. It is not 
llogical. therefore, to view Article 370 
ind the ‘371 cluster’ jointly as special- 
provision articles. 

The special provisions in these articles 
ire worthy of more attention than they 
lave so far received. Some of their distin¬ 
guishing features aie as follows: One, each 
s an exception to the Constitution. IWo, 
ach is sute-specific in its content. Three, 
he contents vary greatly. And four, each 
imbodies what in the given situation was 
nutually acceptable to the nation as a 
whole and the concerned state. Looking 
It the states involved, at one end is 
I and K which possesses autonomy enough 
^o have its own Constitution and al.so to 
«to the extension of any part of the na- 
Jonal Constitution or any central law. The 
arge number of extensions actually made 
ire questioned by Kashmiris on the 
{round that the state’s concurrence was 
obtained from fraudulently elected puppet 
{overnments. At the other end is Goa 
which only needed the special provision 
}f a small legislature to go with its size. 
In between, illustratively, there is Andhra 
f*radesh which required protection for its 
iix-|>oint formula patiently negotiated in 
ihe early 70s to satisfy regional and local 
ispirations. There is also Sikkim where 
he weightage given in the legislature tu 
ts original inhabitants, Lepchas and 
Shutias, had to be safeguarded. What 
iximes through is that the different special 
irovisions ate basically attempts to create 
;onstitutional spaces for individual states, 
{etting away from the strait-jacket of a 
jnifonm Constitution. 

V 

it is by now accepted by all that the 
;entrc is overloaded with powers and 
unctions. Decentralisation is therefore the 
bremost agenda fur India's political eco- 
lomy. IWo sub-agendas require simul- 
aneous attention; a new economic policy 
which does away with centralising bureau- 
rratic controls out not with caring for the 
)oor, whether it is poor people or poor 
cgions; and a new politici^policy which 
levoivcs to lower democratic formations 
til powers and functions other than those 
he centre alone can and should have, 
:hereby allowing the people to have a 
{tcater say in their own affairs. The two 
uc vitally interlinked in that it is only by 
empowering the people politically through 
genuine devolution that the (wor among 
them can, on the strength of their 
numbers, hope to secure their due share 
of benents economically. A new economic 


policy has indeed been launched, more 
under the compulsion of past mismanage¬ 
ment, especially during the 80s, than by 
choice, lb the extent that it succeeds in 
dismantling the corrosive licence-permit 
‘raj’ an important First step will have been 
taken. But caring for the poor does not 
as yet appear to be one of its principal 
elements. As for esublishing a linkage 
with a new political policy aimed at 
devolving power to the people the need 
has, perhaps, not yet occurred to 
policy-makers. 

The starting point for fresh thinking in 
irgard to devolution has to be the recogni¬ 
tion of sub-nationalism as a growing reali¬ 
ty. The notion of a more federal India 
would then cease to be hazy and acquire 
contours. The federal centre would, as a 
First inference, have to be viewed as the 
focal point at which the various sub¬ 
national identities converge rather than as 
a source from which power is imposed 
upon them. Devolutionary measures would, 
as a consequence, need to be worked out 
in a spirit of partnership between the 
federal and sub-national levels rather than 
unilaterally by a dominant centre. Many 
such measures would be of general appli¬ 
cability. The most pressing of these would 
have to be a new Financial regime in which 
there is a decisive move away from discre¬ 
tionary to assured devolutions with an 
assured and built-in weightage for back¬ 
ward areas, both assurances to be made 
constitutionally mandatory, if possible in 
quantitative terras. A corollary to this, as 
also to the new economic policy, must 
surely be a new planning regime the ac¬ 
ceptability of which flows out of consen¬ 
sus rather than from imposition. New 
regimes in these sectors would indicate 
that Indian federalism was beginning to 
come to terms with sub-nationalism. 

But would measures of general appli¬ 
cability be good enough? Would they not 
be as uniformly prescriptive as the Con¬ 
stitution itself and therefore fail to solve 
the special pitibiems of individual states? 
In a sense a single Constitution for a 
country of many and varied sub-nationa¬ 
lities is a centralising anachronism. Is 
there a case for allowing individual states 
to legislate their own forms of governance 
should they choose to do so? Essentially 
this would amount to federalising the con- 
.stituent power of parliament. Seen in 
another way it would advance the princi¬ 
ple of exceptions inherent in the special 
provision articles already in the Constitu¬ 
tion. The difference would lie in the states 
legislating for themselves instead of the 
centre doing so for them. The exercise of 
federalised constituent power would have 
to follow procedures similar to those for 
amending the Constitution. The brake im¬ 
plied in a two-thirds majority would, to 


an extent, protect minority viewpoints. 
There could be a further stipulation that 
any state Constitution so (lassed or any 
amendment thereof would have to be in¬ 
corporated in the national Constitution as 
a si^al provision. This would enable 
parliament in its constituent mode, repre¬ 
senting the country as a whole, to have the 
Final .say. 

Is it possible for the Constitution to ac¬ 
commodate such thinking? Nehru told 
parliament in 1951, “A Constitution to be 
living must be growing, musf be adap¬ 
table, must be flexible, must be 
changeable.” U ntil 1967 the law was that 
no part of the Constitution was unamen- 
dable, but in the famous Golak Nath case 
the Supreme Court said that fundamen¬ 
tal rights could not be altered. There 
followed a long tussle between {Muliamenl 
and the Supreme Court, interspersed by 
major judgments in Kesavanand (1973). 
Rajnarain (1975) and Minerva (1980). The 
outcome was one of the most profound 
contributions of the Supreme Court in the 
shape of the doctrine of basic features. 
According to this, the Constitution has 
certain features so fundamental as to be 
unalterable; everything else can be amend¬ 
ed. What constitutes basic features has 
been wisely lef t to be decided as each case 
comes before the Supreme Court. But in¬ 
dividual judges have, from time to time, 
mentioned items such as the country’s 
unity and integrity, the rule of law, 
democracy, secularism and federalism. 
There is thus ample stretch in the Con¬ 
stitution so long as such basics are 
preserved. 

It would be a sorry situation if the dar¬ 
ing federal engineering India needs were 
tu depend only on keeping its constituent 
units under the discipline Of safeguards 
and basic features. Living organisms cer¬ 
tainly survive if they remain within safe 
limits, but they prosper only if conditions 
within those limits are conducive. A more 
federal India must, therefore, strive to be 
attractive enough for all its units to want 
to stay, willingly and with a sense of 
belonging, its rich civilisational heritage 
must remain eclectic and indeed become 
more so rather than be distorted by those 
who want to make it narrowly exclusive. 
The benefits of its common market in 
goods, services and employment must be 
seen to flow equitably to all, whether rich 
or poor, whether of the so-called ‘main¬ 
stream’ or of the periphery. The advan¬ 
tages of belonging to a common polity 
and having a common citizenship must, 
similarly, become evident to all. It is not 
impossible to progress towards a more 
federal India with attributes that include 
rather than exclude. It is certainly 
necessary to do so before disturbing trends 
become unmanageable. 


and RoUtical Wbekly June 27. 1992 


1315 


BANK OF BAHRAIN AND KUWAIT 

(Incorporated in Bahrain with Limited Liability) 

BOMBAY BRANCH 

r 




PROFiT AND LOSS ACCOUNT FOR THE YEAR 

BALANCE SHEET AS ON 3IST MARCH 1992 

ENDED 31ST MA RCH1992 


(Rs. OOO’s) 

(Rs OOO’s) 

Schedule 

As on 

As on 

Schedule 

Year 

Year 



31-03-92 

31-03-91 


Ended 

Ended 






31.03.92 

31.03.91 

1 CAPITAL AINU LIABILITIES 



1. INCOME 



Capital 

> 

2,000 

2,000 

InleresI earned 13 

229.575 

147,115 

Reserves and Surplus 

2 

38.397 

16,008 

Other Income 14 

(1.233) 

(13,810) 

Deposit 

3 

1,429,618 

1,079,719 

lOlAL 

228,342 

133,305 

Borrowings 

4 

82,600 

94,844 








II. FAPENDITDKE 



Other Liabilities and 




InleresI c.spended 15 

132,226 

95.920 

Provisions 

5 

134,877 

68,901 

Operating expenses 16 

26,088 

11,483 








TOTAL 


1,687,492 

1,261,472 

contingencies 

41,994 

10,873 

ASSETS 




TOIAI 

200,308 

118,276 

Cash and balances with 







Reserve Bank of India 

6 

349,778 

169.260 

III. PROFIT 



Balances with Banks and 




Nei profit for the yeai 

28.034 

15,029 

Money at Call and 




Prolit brought forward 

12,117 

2,703 

Short Notice 

7 

99.723 

75,003 








rOTAl 

40,151 

17,732 

Investments 

8 

480,289 

343,951 




Advances 

9 

694,810 

628.153 

IV. APPROPRIATIONS 



Fixed Assets 

10 

7,492 

4,084 

Iransicr to statutory 







reserve 

5,607 

3,006 

Other Assets 

II 

55,400 

41,021 

Remitted to Head 



TOTAL 


1,687,492 

1,261,472 

Office 

5,644 

2,609 








Contingent Liabilities 

12 

103,109 

72.174 

Balance Sheet 

28.900 

12,117 

Bills for Collect ion 


119.148 

76,273 

TCriAL 

40,151 

. 

17,732 

As per our report ol even date aiiachcd 





Ftar N.M. RAIJI * Ca 




For BANK OF BAHRAIN AND KUWAIT ESC. 


Chartered Accountants 




Bombay Branch 



Sd/- 




Sd/- 

Sd/- 






M.G Ramakrishna 

Firoze Hansotia 

Nirmal Singh 




General Manager & 

Asstt. Gcnetal Manager 

Partner 




Chief Executive Officer- India 



Date; June.26> 1192 








UM 


finagnic Mid Mitkai IMMkly 


27. Nn 




BANK OF BAHRAIN AND KUWAIT 
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SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 3IST MARCH 1992 



Srhrduir 1—Capital 
Capital 

The amount brought in by 
Bank by way of start-up 
capital as prescribed by RBI 
(The amount of deposit kept 
with the Reserve Bank of 
India under Section 11(2) of 
the Banking Regulation Act 
1949 (including capital) 
is Rs 6,400,000) 

TOTAL 

Srhcduir 2—Rt^rws 
and Surplus 
1. Statutory Reserve 
Opening Balance 
Additions during the year 
Deductions during the year 


2. Balance in Profit and 
l^ss account 

TOTAL 

Schedule 3 —OepoHilK 

1. Demand Deposits 

i) From Banks 

ii) From Others 

2. Savings Bank Deposits 

3. Ttrm Deposits 

i) From Banks 

ii) From Others 

TOTAL 

Schedule 4~Bomifwingit 
Borrowings in India from 
i) RcKrve Bank of India 
. ii) Other banks 
iii) Other institutions 
and agencies 

TOTAL 

Secured Borrowings 
in above — Rs. Nil 


23,989 

55,818 


(Rs.0(Xrs) 


As on 
31-03-91 



2,000 2,000 


3,890 885 

5,607 3.(X)6 


9.4971 3,891 


28,900 12,117 


38,3971 I6.(K)8 


1,9.38 

43,170 




Schedule 5—Other 
Lialiilitieh and I’mviKions 

1 Bills Payable 

2 Inter-office Adjustments 
(net) 

3 Interest accrued 

4 Others (including 
provisions) 

TOTAL 

ScJhedulc 6—f^anh and Balances 
svilh Rtwcrve Bank «f India 

1 Cash in hand 
(including foreign 
currency notes) 

2 Balances with 
Reserve Bank of India 

i) In Current Account 

ii) In Other Accounts 

TOTAL 

Schedule T^-Balancea 
with Banka and Money 
at Call and Short Nirtice 

1 In India 

i) Balances with banks 

a) In Current Accounts 

b) In ojhcr Deposit 
Accounts 

ii) Money at Call and 
Short Notice 

a) With Banks 

b) With other 
Institutions 

TOTAL 

2 Outside India 

i) In Current Accounts 

ii) In other Deposit 
Accounts 

iii) Money at Call and 
Short Notice 

TOTAL 

GRAND TOTAL 


As on 
31-03-92 


(Rs.000's) 


As on 
31-03-91 



134.877 


676 698 


349.102 168,562 


349,778 169^60 
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BANK OF BAHRAIN AND KUWAIT 

(Incorporated in Bahrain with Limited Liability) 

BOMBAY BRANCH 

SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 31ST MARCH 1992 

(Rs. OOO’s) 

(Rs.000’s> 1 


As on 

As on 


As on 

As on 


31-03 92 

31-03-91 


31-03-92 

31-03-91 

•SrhiMluh* 8 —lnvt‘Htii««-nlN 



Schedule 10—Fixed AbhcIr 






1 Premises 

— 

— 

Investments in India in 



2 Other fixed assets 



1 ) Government 



(including furniture 



securities 

456,516 

250,878 

and fixture) 






At cost as on 31st 



It) Other approved 



March of the 



securities 

2^73 

93,073 

preceding year 

7.310 

5.060 

TOIAl. 

480,289 

343,951 

Additions during the 






year 

6,855 

2,403 

(Market Value Ks 462,276,750 (X)) 



Deductions during the 






year 

(2,852) 

(153) 

Srhedult* •>—Advani’cs 



Depreciation to date 

(3,821) 

(3,226) 

A i) Bills purchased 



TOTAL 

7,492 

4,084 

and discounted 

539,841 

493,302 




ii) Cash crcdil. 



Schedule 11—Other AaselH 



overdraft & loans 



1 Interest accrued 

22,153 

16,338 

repayable on 



2 'lax paid m advance/ 



Demand 

127,398 

83,336 







lax deducted at 



lii) Icrm Ijoans 


M,5I5 

source (net) 

9,403 

9,551 

lOIAl 

694,810 

628.153 

3 Stationery & Stamps 

'2 

2 




4 Others 

23,842 

15,130 

B i) Scx'ured by 



TOTAL 

55,400 

41,021 

tangible assets 

187,388 

146,23^ 




n) C overed by bank/ 



Schedule 12—(^nlingenl 



government 



LiahililieM 



guarantees 

396,7 55 

376,287 

1 Liabihls on account 



in) Unsecured 

110,667 

105,631 

of outstanding 




“ 


forward exchange 



rOTAl 

694,810 

628,153 

contracts 

45468 

24.112 




2 Guarantees given on 



C Advances in India 



behalf of constituents 






in India 

12,003 

8,820 

i) Pnoiily seelois 

30,352 

22,082 







3 Acceptances, endorsements 



n) Public sc-clor 

• 

- 

and other obligations 

39,338 

39442 

III) Banks 

132,406 

- 

4 Other items for which 






the bank is contingently 



iv) Others 

532,052 

606,071 

liable 


— 

lOlAl 

694,810 

628,153 

TOTAL 

103,109 


_ 1 

_ 1 
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BANK OF BAHRAIN AND KUWAIT 

(Incorpotaied in Bahrain with Limited Liability) 

BOMBAY BRANCH 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT AS ON 31ST MARCH 1992 


(Rs. OOO’s) 




Year 

Year 


Year 

Year 


Ended 

Ended 


Ended 

Ended 


31-03-92 

31-03-91 


31-03-92 

31-03-91 

Schedule 13—Intereiit 



Schedule Ih-Operating 



Earned 



Expennes 



1 Inteiest/discount on 






advances/bills 

127,028 

85.502 

1 ^yments to and 






provisions for 



2 Income on 



employees 

4,353 

3,194 

investments 

64,919 

43.490 




3 Interest on balances 



2 Rent, taxes and 



with Reserve Bank of 



lighting 

9.930 

2,995 

India and other 






inter-bank funds 

37,287 

17,745 







3 Printing and 



4 Others 

341 

378 

stationery 

484 

306 

TOTAL 

229,575 

147.115 







4 Advertisement and 



Schedule 14—Other 



publicity 

456 

21 

Income 






I Commission, exchange 



5 Depreciation on 



and brokerage 

4,533 

1,956 

bank’s property 

1,691 

1,260 

2 Loss on sale of 






investments (net) 

(14,329) 

(18,474) 

6 Auditors' fees and 






expenses 

73 

85 

3 Profit on exchange 



% 



transactions (net) 

6,626 

542 







7 Law charges 

140 

135 

4 Miscellaneous 






income 

1,937 

2,166 

8 Postages, 








TOTAL 

(1.233) 

(13.810) 

telegrams. 






telephones, etc. 

508 

555 

Schedule IS—lalereat 






Evitended 

i 








9 Repairs and 



1 interest on deposits 

111,230 

77,275 

maintenance 

1,445 

209 

2 Interest on Reserve 






Bank of India/lnter- 



10 Insurance 

617 

617 

bank borrowings 

20,819 

18,403 




3 Others 

177 

242 

II Other expenditure 

6,391 

2,106 

TOTAL , 

132,226 

95,920 

TOTAL 

26,088 

11,483 
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BOMBAY BRANCH 


Notes forming part of the accounts for the year ended 31st March 1992 

I. Prinripal Arcounling 
I. General 

The financial slalemenis have been prepared on I he historical cost basis. 

2 foreign Currencies 

(I) Assets and liabililies in lorcign currencies are translated at the rates prevailing at the end of the year. 

(II) Outstanding forward esshange contracts are revalued at the rates picvailing at the end of the year and the resultant gains or losses arc ac¬ 
counted for Howcvei. ihc contingent liability in respect of outstanding forsvard exchange contracts is included at the contracted rates. 

3 Investments 

Investments in securities of Central and State Governments and other IVustec securities are valued at cost 

4. Advances 

Provision for bad and doubtful advances is made as considered necessary, to Ihc satisfaction ol auditors, having regard to general factors which 
relate to latent doubtful advances which arc not separately identified. 

5. Depreciation 

Depreciation is provided for on lixcd assets on ihe written down value basis at the following rales which are equal to.'highcr than those presenbed 
under Schedule XIV ol the ( oinpanies Act, 1956 


Office Equipments 25*/« 

Office Furniture IU*A 

Computers 40% 

Vehicles 20% 

6 Gratuity 


The liability for gratuity is accounted for on the basis ol actuarial valuation carried out once in iwo years. The previous actuarial valuation has 
been earned out upio 3lsl March 1991 Gratuity liability for 1991-92 has been provided for on an ad hoc basis 
7. Net Profit 

The net profit disclosed in the profit and loss account is afiei: 

(i) Provisions for taxes on income in accordance with statutory requirements, 

(ii) Provision for doubtful advances; 

(iii) Thuisfers to contingency funds; 

(iv) Other usual or necessary provisions. 

II. Pirvioua year's figures havr' been n-gniuprd when-ver niTrssary to make them r»m|nrablr with the rurrrnt year. 

For BANK OF BAHRAIN AND KUWAIT BS.C 
Bombay Branch. 

Sd/- Sd/- 

Ramakrishna Firoze Hansotia 

General Manager & Chief Executive Officer - India Assistant General Manager 


Report of the Auditors 

Vtfe have audited the atuched Balance Sheet of the Bombay Branch of Bank of Bahrain and Kuwait RS.C. as at 31 March 1992 signed by its under reference 
to this report and Ihe relative Profit and loss Account of the Bombay Branch of Ihe Bank for the year ended on that dale. 

In accordance with Ihe provisions of Section 29 of the Banking Regulation Act, 1949 read with provisions of Sub-section (I), (2) and (5) of Section 211 
and Sub-section (5) of Section 227 of the Companies Aci, 1956, the Balance Sheet and Profit and Loss Account together with the notes thereon are not 
requited to be and ate not drawn up in accordance with Schedule VI to the Companies Act, 1956. The Accounts arc, therefore, drawn up in conformity 
with Forms A and*B of the Third Schedule to the Banking Regulation Act, 1949. 

We report that subject to and read with the foregoing remark. 

a) VW have obtained all the information and explanations which lo ihe best of our knowledge and belief were necessary for the purposes of our audit 
and have found them to be salisfaciory, 

b) The transactions of Ihe Branch which have come lo our nonce have been in our opinion, within the power of the Bombay Branch of the Bank; 

c) In our opinion, proper books of account, as requited by law have been kept by Ihe Branch so far as appears from our examination of those books; 

d) The Balance Sheet and Profit and Loss Accouni of the Bombay Branch of the Bank dealt with by this report are in agreement with the books of account; 

e) In our opinion, and lo the best of our information and according to the explanations given to us, Ihe said accounts read with the notes thereon, give 
the information required by the Companies Act, 1936, in Ihe manner so required for Banking Companies and on such basis the said Balance Sheet 
gives a true and fair view of the slate of affairs of the Bombay Branch of Ihe Bank as at 31st March 1992 and the Profit and Loss Accouni gives 
a true and fair view of the Profit of the Bombay Branch for the year ended on that dale. 

For N. M. RAIJI & COMPANY 
Chartered Accountants 
Sd/- 

Nirmal Singh 
nirtner 


Bombay 

Dated: June 26, 1992 


As per our report of even dale attached 

Fbi N.M RAIJI & Co 
Chartered Accountants 
Sd/- 

Nirmal Singh 
thinner 
June 26, 1992 
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Land Reform Experiences 

Perspective for Strategy and Programmes 

V IVI Rao 

This paper attempts to identify policies and programmes which need to be implemented with high priority to 
achieve the goal of improving the access of rural labourers and poor to agricultural lands and common lands. 

This identification is based on three premises about the role of land reforms and common lands in the emerging 
development strategy. First, they have to promote integration of growth policies with poverty alleviation programmes. 
Second, at the ground level, land reforms and improved access to common lands need to be part of packages 
of measures specifically designed to meet the requirement of different sub-groups of rural labourers and poor. 
Third, the ultimate goal of land reforms and other structural reforms is to promote the emergence of a viable 
and modernised peasantry consisting of small farmers and providing as much room as possible for the landless 
to enter the peasant sector or other self-employment sectors developing in tne wake of a growing and technologically 
resilient agriculture. 


I 

lntrf>durtion 

THE theme of land reforms, which figured 
prominently in the first decade after 
independence, receded into the background 
in the latter decades. When the green revolu¬ 
tion arrived in the late 60s economists and 
the policy-makers were quick to persuade 
lhem.selves that the new technologies held 
the key to the problems of slow growth as 
twell as to those of socio-economic inequities 
in rural society. But, after two decades of 
green revolution, this belief has turned out 
to be an illusion in the wake of limitations 
of green revolution observed in the field, viz, 
it has remained confined to a few pockets, 
small number of crops and selected farm¬ 
ing groups. The .setting up of National Com¬ 
mission on Rural labour in 1987 is a signifi¬ 
cant landmark in the changing policy 
perspective at the highest levels on the pro¬ 
blems of rural labour and similar categories 
of rural poor. A perusal of the themes taken 
up by the study groups assisting the NCRL 
would show that issues of in.stitutional and 
structural reforms in Indian society are com¬ 
ing to the fore in the development strategics 
for the poor during the 1990s and beyond. 
The role that land reforms can play in the 
reorientation of the development strategy is 
the theme taken up in this paper 
The revival of interest in land reforms has 
also a second .source. The last two decades 
have witnessed considerable expermieniatiun 
with the strategy of 'direct attack’ on poverty 
consisting of Minimum Needs, Employment 
Generation and IRD programmes. The 
direct attack on poverty was conceived as a 
complementary approach to stepped-up 
growth The two together were expected to 
help the process of trukle down to gam in 
speed, spread and thrust However, the out¬ 
come of direct attack strategy has bc'en far 
loo modest as an approach to poverty 
eradication This has happened despite the 
acceleration m growth m the 80s along with 
substantial expansion m agricultural output. 
In particular, the core groups ol pcxrr like 
landless labourers are sex-n to have obtained 


minimal enduring benefits from both growth 
and anti-poverty programmes. There is now 
increasing awareness among social scientists 
that attempts to integrate growth with 
poverty eradication remained largely inef¬ 
fective owing to the absence of adequate 
structural reforms and improved access for 
the rural poor to agricultural and common 
lands 

The performance so far of various 
measures for land reforms, as will be seen 
later in this paper, has ranged from modest 
to disappointing. Their cumulative impact 
on the rural poor after more than four 
decades of voluminous and impressive 
legislation has been diK'oncertingly meagre. 
Is the revived interest in land reforms then 
no more than a passing piolitical whim'* This 
paper adopts a sharply divergent point of 
view Its purpose is to build up a strong 
positive argument for land reforms to im¬ 
prove the status of rural labourers and the 
poor The argument is based on the premise 
th-ii the "'ry failures of our development 
strategy so far—slow growth, modest 
poverty eradication and negligible structural 
reform—arc indicative of the scope available 
III the Indian economy for integration of 
these three major components in the 
development strategy to benefit from their 
capacity to mutually reinforce each other. 
It needs to be remembered that the condi¬ 
tions prevailing now are substantively dif¬ 
ferent from the context in which the first 
major push for land reforms was planned 
and undertaken in the immediate post- 
independence years. The foundations now 
available for growth, for technological 
modernisation and for extensive and sustain¬ 
ed anti-poverty operations mark a signifi¬ 
cant change in the socio-economic context. 
The changed context has the effect of 
creating a new and pressing need for land 
reforms a.s well as of providing new and rele¬ 
vant opportunities for their imi^emenution. 
It IS not our case that the land reforms have 
now become easy to achieve. Our attempt 
IS only to show that, given the changed and 
emerging context, determined measures for 
reforms may reasonably hope for more 


substantive success than in the past. What 
IS important is that the measures be consis¬ 
tent with the requirements of changing 
situation 

The plan of the paper is as follows. 
Section II outlines our perception of the 
changed context with particular reference to 
elements in it relevant for planning of land 
reforms. Section III brings together the 
glimpses of implementation and impact 
gathered from the growing mass of infor¬ 
mation and research literature on this theme 
Section IV reviews the recent grassroots level 
trends in the access ol rural poor to the com¬ 
mon lands and the problems encountered in 
widening, improving and institutionalising 
the access The last section in the paper, after 
describing the strategy framework which we 
consider to be relevant and practicable, iden¬ 
tifies and slassifies the priority tasks to be 
taken up so that land reforms get focused 
on the rural labourers and poor. The paper 
docs not pretend to olfer ready-made solu¬ 
tions foi the challenging problems of land 
reforms to improve the status of rural prxir 
We only hope that the paper would be of 
some assistance to policy-makers and resear¬ 
chers in undertaking a systematic search for 
.solutions and in working out a policy 
perspective which is pragmatic and avoids 
both the cxti'emes of naive optimism and 
corrosive cynicism 

II 

Sucio-Economic Context 

Planned structural changes like land 
reforms need to be conceived keeping in 
mind the socio-economic context. Feasibility 
of such changes depends on careful prior 
thinking to adjust the objectives, strategies 
and programmes to the socio-economic con¬ 
text, particularly the constraints it impioses 
on policy-induced modifications in struaurc. 
let us first see some telling symptoms of 
constraints 

it can be seen Irom Table I that by 1985-86 
over 76 per cent ot total operational holdings 
belonged to 'marginal' or 'small' size-groups 
as compared to 70 pei cent in 1970-71. 
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Aooelenting mwgiiulisation of holding 
stands out clearly in the table. The percen¬ 
tage share in total holdings of the ‘marginal’ 
holdings increased sharply over 1970-71 to 
19SS-86 (from SI per cent to 58 per cent). 
In contrast, the shares of size-groups from 
‘small’ to ‘large’ decreased over the same 
period. 

By way of a quick assessment of the 
‘redistributive’ potential available in the 
prevailing structure of operational holdings, 
one can do the following calculations for the 
year 1985-86. 

Assuming a ceiling of 10 hectares, the 
‘large’ size-group (10 hectares and above) 
would be the only group having ‘surplus’ 
which would add up to a little less than 14 
million hectares (1.93 million ‘large’ holdings 
with an average size of 17.2 hectares could 
each yield a ‘surplus’ of 7.2 hectares). Even 
if all this ‘surplus’ were transferred to the 
56.75 million ‘marginal’ holdings, the 
average size of holdings in that group would 
go up from the prevailing 0.38 hectares to 
only 0.64 hectares. Clearly, with accelerating 
tnatginalisaiion of holdings, the redistributive 
potential is fast evaporating |.Singh, A K, 
1981]. 

Growing pressure of population on land 
(indicated 1^ Table 1) in an unequal society 
would mean harsher and increasingly 
precarious conditions of living for the rural 
poor. A recent report on tenancy prepared 
by the National Sample Survey Organisation 
finds evidence of substantial and growing 
sttent of ‘informal’ tenancies. The report 
ibservcs “the land reforms legislation drove 
It (tenancy) underground. The estimates 
of leased in area operated was of the order 
of 2.2 million hectares according to the 
Agricultural Census, 1980-81 (which was) 
only one-fourth of the corresponding 
estimate of 8.9 million hectares thrown up 
by the NSS survey of 1981-82. This difference 
is mainly because the Agricultural Census, 
being record-based, could not take into ac¬ 
count the tenancy which was contracted 
orally" IBhattacharya, M G, 1989). A recent 
seminar on ‘Land Reforms—A Retrospec¬ 
tive and Prospect’ organised by the Planning 
Commission mentions a much higher 
estimate of a third of land (being) under 
concealed and informal tenancy {Planning 


Commission, 1989], ‘Informal’ tenancy is a 
euphemism for landlord-tenant relationship 
remaining entirely out of reach of tenancy 
legislation for security, fair rents and transfer 
of land to actual tillers, its growing extent 
is a reverding symptom of how an adverse 
socio-economic context could frustrate 
reformist measures. 

In the prevailing setting, even growth and 
technological change do nm adequately help 
the poor. The Economic Advisory Council 
of Government of India mentions in its 
latest report that during the 80s, which 
witnessed aggregate output growth at more 
than 5 per cent per annum, the growth in 
employment did not reach the level necessary 
for absorbing the additions to labour force 
during this period [Economic Advisory 
Council, 1990). Detailed statistical analyses 
done by Mishra show that the levels of 
employment and of wages do not necessarily 
improve when technological change occurs 
in agriculture [Mishra G P, 1988, 1989]. 

More pertinent to note, the socio¬ 
economic context exerts a strong dampen¬ 
ing influence on the political will and ad¬ 
ministrative efficiency with which program¬ 
mes for land reform, gel formulated and 
implemented. This dimension of the socio¬ 
economic context IS reflected well in the 
following observations which, interestingly, 
come from an assessment of the land 
reforms programme done within the govern¬ 
ment of India Itself by the department of 
rural development, ministry of agriculture 
[Government of India, 1988). 

“It IS widely rccogni.sed that (he chief 
reason for poor implementation of land 
reform has been the lack of political will. 
It would not be surpiising to expect so, if 
we appreciate the realuiei of the rural situa¬ 
tion and the develo[?menl of Indian politics 
(emphasis added)’’. 

“The rural rich maintain thru position 
through use of muscle power and manipula¬ 
tion ol administrative and judicial processes. 
I he poor state oi land records and a weak 
revenue adminisiraiion also serve the rural 
rich who tiold land in excess of ceiling 
despite all the land laws and violate tenancy 
laws as well. The dominant faction in Indian 
politics IS recruited from rural rich ll is lack 
of political Will to act against tins class which 


ultimately characterises the lack of poUtkal 
will of state governments" (emphasis added). 

“This ambivalence at the political level is 
matched by an administrative style in the 
bureaucracy. A good officer (is one who) oc- 
complishes ’token'implementation ... (for 
example) collectors who would allot land to 
the rural poor but will avoid intervention 
when allotted land is taken back from the 
rural poor by force or legal harassment. 
Such a style of functioning, accomplishing 
‘token’ implementation, is efficient on paper, 
and appreciated by vested interests.. .the 
role of police and revenue machinery, 
especially at the lower level, in implementa¬ 
tion of land reforms has also been negative’’ 
(emphasis added). 

It would be interesting at this point to 
make a brief reference to a comprehensive 
class analysis of land reforms programmes 
in Karnataka done at the Institute for Social 
and Economic Change [Thimmaiah G and 
others. 1984). According to this analysis, in 
the earlier years of land reforms immediately 
after independence, the dominant group op¬ 
posing land reforms (mostly covertly) was 
the group of absentee urban elite owning 
land in the villages from which they had 
migrated for good. With the changing distri¬ 
bution of political power and emergence of 
growth pockets in agriculture, the dominant 
group now is the middle and large land- 
owning-cum-cultivating groups within the 
villages They pose a political challenge— 
to the government and to the rural poor— 
which IS far more formidable than the earlier 
challenge from the absentc owners. The 
dominant groups now emerging on the scene 
are much more ruthless, have a tighter grip 
over the policy-making politicians at the 
highest levels and use extra-legal methods at 
the ground level more effectively and 
with greater impunity and disconcerting 
frequency. 

An important implication of the features 
of socio-economic context noted above is 
that the strategy for structural reforms in the 
rural society—of which land reforms are a 
major pan—which could be effective in the 
cximing decades would have to have two well- 
designed components to improve the socio¬ 
economic context to make it more congenial 
lor reforms of rural structures and relation- 


fsHLi- I (JiTKsTin^Ai, Hoi DiNi.s IN Indis .Agru i i ii'Kt Cl nsis 


Category 

Niiinbcr ol Opeialioiial Holdings (Million) 

Aica Operated (Million Hectares) 

Average Size 
ol Holdings 
1985-86 

and Size 

1970 71 

l9t6-77 

1980 81 

I9K5-X0 

1970 71 

1976 77 

1980 81 

1985-86 

1 Marginal 

36 20 

44 52 

.50 12 

56 75 

14 56 

17 51 

19 74 

21 60 

0 38 

(below 1 ha) 

(M 0) 

(54 6) 

(56 4) 

(58 1) 

(9 0) 

(10 7) 

(12.1) 

(13.2) 


2 Small (1-2 ha) 

13 43 

14 73 

16 07 

17 88 

19 28 

20 90 

23 16 

25 53 

1.43 


(IH 9) 

(18 1) 

(18 1) 

(18 3) 

(II 9) 

(128) 

(14 1) 

(15 6) 


,1 Semi-Medium 

10 68 

II 67 

12 45 

13 25 

30 (X) 

32 43 

34 65 

36 58 

2 76 

(2-4 ha) 

(15 0) 

(14 3) 

(14 0) 

(M 5) 

(18 5) 

(19.9) 

(21.2) 

(22 3) 


4 Medium 

7 93 

8.21 

8.07 

7.92 

48.24 

49 63 

48 54 

47 01 

5 94 

(4-10 ha) 

(II 2) 

(10 0) 

(9.1) 

'.8 1) 

(29 7) 

(30.4) 

(29 6) 

(28.7) 


5 1 arge (10 ha 

2 77 

2 44 

2 17 

193 

50 06 

42 87 

37 71 

33 19 

17 20 

and above) 

(3 9) 

(3 0) 

(2 4) 

(2 0) 

(30 0) 

(26.2) 

(23 0) 

(20 2) 


All categories 

71 01 

81 57 

88 88 

97 73 

162 14 

153.34 

163 80 

163 91 

1 68 


(100 0) 

(100 0) 

(100 0) 

(11)0 0) 

(100 0) 

(100 0) 

(100 0) 

(100 0) 



Notes 1 The figures in braskeis are perceniagc ol loials in respective solumns 
2 The figures lor 1985-86 are provisional 
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ships. Fifst, it would be necessary to 
stiengthen substantially the capacity and 
willingness of government machinery, per¬ 
sonnel and procedures to meet the chaUenges 
from the emerging dominant groups. 
Second, it would be essential to create pre¬ 
conditions which are favourable for the rural 
poor to acquire adequate countervailing 
power against the ascendent dominant 
groups and to build up entrepreneurial 
capabilities of their own to compete with the 
rural rich in oiploiting new economic oppor¬ 
tunities without the crutches of govemmeqt 
support and/or aid from external groups. 

In the light of the description of the socio¬ 
economic context given above, it would be 
legitimate to ask whether such changes to 
modify the socio-economic context would 
be feasible at all now or in the near future. 
While our response to such doubts is not 
overly optimistic, we point out a few 
indicators providing some basis, however 
modest, for a measure of hope First, growth 
in Indian agriculture now confronts barriers 
which cannot be overcome through primari¬ 
ly technocratic strategies which succeeded so 
admirably in the green revolution areas. 
Growth in the green revolution areas is now 
levelling off. It is also realised that it is being 
achieved at a high and increasing cost in 
terms of scarce inputs like irrigation and fer¬ 
tiliser. Growth in dryland agriculture and in 
the potentially rich eastern parts of India 
needs a combination of both technocratic 
and reformist strategies (Rao, V M, 1986). 
The point is that, unlike in the immediate 
post-independence years, the need for land 
refonns is now far more pressing—since sus¬ 
tained growth itself depends on them—and 
this may have the effect of strengthening the 
political will for reforms to make it more 
assertive. Second, there have been two 
favourable fall outs from the extensive im¬ 
plementation of poverty-alleviation 
programmes—(i) the development person¬ 
nel have been under fairly .severe pressure to 
establish contact with the poor and to assess 
their felt needs, and (iil the rural poor are 
now in a better position and mood to 
demand more enduring benefits from the 
government than ad hoc relief during 
periods of distress. In this sense, PAP can 
be regarded ass being a ‘conscientising’ 
influence on both the development person¬ 
nel and the poor. Third, and most impor¬ 
tant, there is a subtle difference between the 
absentee-cum-non-cultivating owners on one 
hand and the present dominant rural group 
on the other in the nature of the resistance 
they put up to land reforms. The former are 
rent-collectors whose resistance to reforms 
began to weaken only when they moved out 
of villages in search of new economic op¬ 
portunities in towns not depending on land 
The latter group, on the other hand, con¬ 
sists of profit-earners who may be expected 
to respond more readily and positively to 
new growth opportunities in agriculture and 
rural sectors. If there are policies to ensure 
that the new opportunities are adequately 
labour-absorbing and—through a combina 


tion of farm and non-farm enterprises— 
bring a measure of affluence within the 
reach of even households with modest land¬ 
holdings provided they are enterprising 
enough to benefit from the new oppor¬ 
tunities, the feasibility of effective im¬ 
plementation of ceiling and tenancy legisla¬ 
tions might show a marked improvement. 

Thus, while the socio-economic context 
has so far been overwhelmingly adverse to 
land refprms, some positive changes seem 
to be in the offing. More important, the 
policy-maker need not feel as helpless as 
before in inducing desirable modifications 
in the context. Despite their modest and 
mixed achievements, the programmes for 
growth and for poverty alleviation, 
themselves, may work towards inducing such 
modifications (Rao, V M. 1988). This is the 
perspective from which we assess the scope 
for land reforms which are more substan¬ 
tive than in the past and are more effectively 
focused on the poor. 

Ill 

Implementation and Impact 

A word about the design of this section. 
The section* IS focused on the specific issue 
of how far the benefits of land reforms reach 
the rural poor and landless. There is no 
intention to cover the entire area of land 
reforms which is wide consisting of in¬ 
numerable legislations and their revisions 
and amendments. From the perspective of 
social science researchers, there arc two prin¬ 
cipal benefits which the rural poor can 
obtain from land reforms—(i) ownership of 
land for those who are landless or have 
meagre holdings (in fact, so meagre that 
often these tiny owners tease out their land 
instead of cultivating it themselves), and 
(li) security ot occupation and lair terms for 
the poor tillers of land who are tenants. Our 
attempt is to bring together the glimpses of 
diverse field situations in ihis respect by 
categorising them in an interesting and 
meaningful way 

li is useful to Sian with the proposition 
that, by and large, land reforms have been 
a failure in benefiting the poor. The official 
assessment itself is quite pessimistic—“Land 
Reforms Programme has virtually come to 
a dead end.. there is a strong opinion in 
the country thai land reforms have really not 
been implemented” |Government of India, 
I98X|. This IS a rather extreme view which 
we do not full) share. The field situations 
appear to range from areas where the land 
reforms programmes have been frustrated at 
the very initial stages of putting the 
necessary legislations in the statute book to 
areas where, despite some good and effec¬ 
tive implementation and receiving ol pro¬ 
gramme benefits by the poor, there was no 
enduring impact on the poor and on the 
system of land relations. Thus, while it 
would not be wrong to say that the poor did 
not benefit much from the reforms in con¬ 
crete terms, the reasons for failures were not 
uniform in all areas. In particular, it is 


necesiary to distinguish the situations where 
there was no worthwhile formulation of land 
reforms programme from those where the 
poor did not get enduring benefits despite 
fairly serious and effective implemenution. 
In this sense, the Indian setting is rich in 
diversity. The purpose of this section is to 
see its implications for the land reforms 
strategy arid priorities. 

>Me find it useful to have the following 
four-category typology of areas. 

(a) ‘Semi-feudal’ areas like Bihar, where, ac¬ 
cording to scholars like Pradhan Prasad, the 
barriers to reforms inherent in the prevail¬ 
ing struaure of society are too strong to be 
overcome by the scale and intensity of ef¬ 
forts for la^ reforms made so far. 

(b) Areas (e g, Karnataka) with less for¬ 
midable barriers to land refonns and 
stronger thrust for reforms as compared to 
‘semi-feudaT areas but having mixed and, 
on the whole, modest results of reforms. 

(c) Areas (e g. West Bengal and Kerala) with 
strong political mobilisation and effective 
land reforms but where the growth perfor¬ 
mance has been too weak to complement 
reforms to bring about enduring structural 
change 

(d) ‘Green revolution’ areas (e g, Punjab) 
where capitalist farming is firmly entrenched 
and when reforms are needed mainly to im¬ 
prove wages, work environment and 
economic conditions of labourers. 

We begin by taking note of the reforms 
situation in Bihar. Abolition of zamindari 
was the foundation on which substantive im¬ 
provements in land relations could occur in 
Bihar. But, this foundation itself remained 
weak and could not support any worthwhile 
changes in land relations. The following 
glimpses come from a perceptive paper by 
Dhar [Dhar, Hiranmay, 1990). “By their 
chickenery, system of ‘benamdari’, colliuion 
and their societal power, the ex-zamindars 
of Bihar succeeded by and large in protec¬ 
ting their class interest. Up to 1983-84, only 
1.26 per cent of cultivated area was acquired 
as surplus over the ceiling limit the 
legislative assembly, the law court and, at 
the village level, a complex combination of 
economic and social power have worked to 
maintain the interests of ex-intermediaries 
and the dominant landholders” Dhr' gives 
a graphic description of mano uvres by an 
ex-zamindar whose estate covered three- 
fourths of a whole district (about 4,(X)0 
villages “rich in forests alid minerals”). 
These manoeuvres included setting up trusts, 
filing of suits against the government of 
Bihar, getting elected to the legislative 
assembly and, finally, becoming a member 
of the select committee to which the Zamin¬ 
dari Abolition Bill was referred! Not surpris¬ 
ingly, “his membership (of select commit¬ 
tee) enabled.him to look into the bill and 
set up his nett course of action”. Interesling- 
ly, he also formed the ‘Kisan Agragami DaT 
which included his “relations, servants and 
jeth-riots. . (w hich) humbled the Congress 
in the district board elections”. 


A-52 


Economic and Political Wsekiy June 27, 1992 




Dhwr’s paper also provides glimpses of 
village level situations. Dhar finds that, to 
the extent that ryots gained from zamindari 
abolition, the beneficiaries were "occupan- 

ryots who had large chunks of land under 
their contror. They were in the forefront in 
the peasant movement in the colonial Bihar. 
“The Bihar Land Reform Act, 1950 which 
came into efl'ect in 1952 conferred pro¬ 
prietary rights on them and gave them 
unhindered authority on their surplus. In the 
post-independence period, they added to 
their holdings more land by purchases (and) 
by mortgages leading to sale or coercive ap¬ 
propriation”. Dhar also mentions cases of 
traders and moneylenders acquiring substan¬ 
tial holdings and illegal occupation by the 
better-off sections of government lands, 
village common lands and lands of ex- 
intermediaries. Obviously, the rural poor 
and landless remained on the distant 
sidelines in the struggle for land dominated 
by ex-zamindars and larger ryots. The 
former “live under constant coercion of 
landowning classes... (on occasions the lat¬ 
ter) boycott him totally so that he had to 
leave the village and join the ranks of 
migrant labourers in Ludhiana”. 

As Pradhan Prasad has pointed out. 
‘semi-feudalism’ tries to entrench itself by 
opposing agricultural modernisation and 
growth of capitalist farming Con.solidation 
of holdings is a programme which provides 
a favourable setting for agricultural giowlh. 
A study of this programme in Bihar carried 
out in 1985 finds that "out of 168 72 lakh 
hectares of agricultural area (consolidation 
work) has been completed only in li lakh 
hectares and it was frankly admitted that, 
out of this land, in about two-thirds of the 
area the cultivators have not shifted to thei.' 
newly allotted chaks” [Verma M S, 1985], 
It should be mentioned here that the Con 
solidation of Holdings Programme was 
started in Bihar in 1958' According to the 
study, “Due to faulty implementation, 
dilatory completion, lack of publicity and 
dominance of the vested intcicsts ui some 
influential landowners, the programme is 
not popular . (due to) small huidmgs and 
extreme poverty the cultivators arc unable 
to develop their land so they are 
unable to take the full advantage of ihc 
programme’’. 

A recent penetrating analysis by Pradhan 
Prasad looks at the question of how to gel 
a breakthrough in the Bihar situation 
[Prasad, H Pradhan et al. 1989) He em¬ 
phasises the need for an integrated approach 
covenng growth policies, poverty alleviation 
programmes and land reforms. “Strengthen¬ 
ing and implementing ot land retorn, 
policies (particularly conferring of tenanc) 
rights on sharecroppers) will go a long way 
towards weakening the stranglehold of semi 
feudal relations of production on rural 
economy in ihe plains of Bihar Oui results 
high-light the failure of these policies of 
date, (as regards) the policies targeted for 
basic needs and poor (they) can provide only 


interim relief unless the democratic institu¬ 
tions get strengthened and the rural 
economic base is strengthened and diver¬ 
sified. The previous programme, for in¬ 
stance. would make a great deal of sense as 
a pan of comprehensive package aimed to 
reduce poverty, for it reaches a group which 
may not benefit from programmes to in¬ 
crease production and employment... The 
strengthening of the economic base would 
require a massive governmental effort 
towards increasing the area under ‘well 
managed’ productive irrigation, flood con¬ 
trol and drainage... (now) irrigation exists 
only in a limited area and much of it is ‘pro¬ 
tective’ in nature rather than aimed at pro¬ 
duction growth”. Rural electrification and 
generation of rural power supply is also 
mentioned as an essential precondition for 
development. Another essential precondition 
is “compulsory free education up to at least 
.secondary level”. 

The glimpses of the land reforms situa¬ 
tion in Bihar provided above may convey the 
wrong impression that the situation is 
hopeless and beyond the reach of the govern¬ 
ment. It should be mentioned here that some 
growth pockets have already emerged in 
Bihar agriculture. More' important, as 
Pradhan Prasad finds, the poverty allevia¬ 
tion programmes do reach the poor. The 
main implication of the Bihar situation for 
land reforms is that the reforms would not 
succeed by themselves alone in isolation in 
a setting of chionic social and economic 
backwardnesi fhev need to be part of a 
broader long lerm strategy for focusing 
development on the poor based on a 
ludicious combination of reform measures 
V.UII growth politics and with programmes 
‘or providing iinniediate relief and .support 
to the poor 

We now turn to Karnataka as an example 
ot a situation with better land reforms per 
, 1 .''nance than in ihc ‘v-mi-fcudal’ areas but 
wiien. ihe conibinat.on ol coiidilioiis arc not 
lavonrabie for a strong thrust and enduring 
change A charasic'istu' feature of the 
K'aiiiaiaka situation appears to be that the 
stale has initiated a number of processes of 
shange but has not bein able to sustain them 
.'t an adequate pass' user a long enough 
ixriod to produce a sircable cumulative im¬ 
pact. l or example, Karnataka’s agricultural 
gtowth was quite promising up lo about late 
""Is There is striking evidence that some of 
'he dryland crops and backward districts in 
the state benefited Irom growth during this 
period, possibly for the first time in the re¬ 
cent decades [Nadkarni, ct al, 19831. 
However, the 8(h have been the bleak years 
fui Karnataka agriculture and there is as yet 
ns> assurance ol a firm and positive trend 
rn agricultural production and productivity 
over the ncM cnlical decades for the 
Karnataka economy. In the field of political 
rnobilisati'in, Devaraj Urs had been able to 
achieve a notable success in bringing, 
logelhcr Ihc hitherto neglected groups in the 
state and rnrsing a credible challenge to the 
political influence iraditionally exercised by 


the two major dominant castes, viz, the 
lingayats and the vokkaligas. But, the pro¬ 
cess of mobilisation did not percolate down 
to the village levels and, consequently, one 
does not find in Karnataka organisations of 
poor as effective and wide-spread as in 
Kerala or West Bengal. Meanwhile, without 
a strong base and organisational set up at 
the grassroots level, the coalition fashioned 
by Urs could not build upon its initial suc¬ 
cesses and, after the passing away of Lirs, 
the dominant castes appear to have re- 
emerged on the political scene ip the state 
with little difficulty As a third example, 
Karnataka is often lauded lur its bold 
experiments in panchayati raj and decen¬ 
tralisation. particularly the radical-looking 
recent round launched in April, 1987. And, 
yet, few observers of Karnataka scene appear 
hopeful that the district and mandal level 
arrangements for panchayati raj would 
become operative soon and fast enough to 
weaken in near future the prevailing con¬ 
straints on rural development. 

The three dimensions noted above- 
agricultural productivity and production, 
political mobilisation of poor and pan¬ 
chayati raj—are important determinants of 
success in land reforms. Let us describe in 
some detail the link between the two in 
Karnataka. Until the end of 60s, land 
reforms remained ineffective in Karnariika. 
While the first steps towards formulation of 
icgisiation for abolition of intermediate 
tenures like ‘inams’ were initiated in 1947, 
the laws reached Ihe stage of implementa¬ 
tion only by the mid-50s. Aziz summarises 
the meagre achievements of this reform as 
follows; “the spirit of the law appears to 
have got diluted becau.se of (a) the long delay 
in putting Ihe law into the statute book and 
(b) the erstwhile inlermediai ies giving pro¬ 
longed legal battles in the courts Large 
size of land was retained by the erstwhile 
intermediaries under the guise of personal 
cultivation.. sub-tenants and cropsharers 
did not benefit at all because they did not 
have the occupancy rights on the land they 
cultivated” |A/iz, 1990). Anz also notes that 
the tenancy and ceiling legislations during 
this period were mild and easy to evade. 

Interestingly, the 70s witnessed a quicken¬ 
ing of the tempo of land reforms in the state. 
Compared to the earlier provisions for 
resumption of land having many loopholes 
which a landlord could use to his advantage, 
“the 1974 act which abolished tenancy clear¬ 
ly stated that the right of resumption was 
to be totally eliminated in all cases except 
soldiers and seamen who would be permitted 
to resume the tenanted land. Besides leas¬ 
ing of land in contravention of the law would 
amount to loss of land on the part of the 
owner” [A/i/. 1990) Similarly, there was also 
a bold attempt to enforce more ambitious 
ceiling legislation In the first round of ceil¬ 
ing legislation undertaken in the early 60s, 
the ceding was fixed at 27 standard acres of 
land for a family of five members which was 
declared as equivalent to 216 acres of 
dryland With the provisions for extra 


Economic and Political Weekly June 27, 1992 



a;r»iige to additional members, a family of 
10 members could reach the maximum of 
432 acres of dryland! The ceiling act passed 
after 1972 reduced the ceiling limit to 10 to 
12 standard acres though the provisions per¬ 
mitting retention above the ceiling (for 
families having more than five members, etc) 
could not be completely plugged. On the 
whole, the second round of land relorms 
legislation enacted in Karnataka during the 
70s was radical enough for the state to get 
bracketed with Kerala and West Bengal 
[Government of India, I988|. 

It IS our hypothesis that this second round 
of legislation became feasible because of the 
political mobilisation of the non-dominant 
backward castes and classes referred to 
above It is also possible that the buoyancy 
of Karnataka agriculture during the 70s 
played a contributory role. The links between 
‘radical* content of land reforms on one 
hand and the political and agricultural en¬ 
vironments on the other need to be explored 
and analysed in depth. Our purpose here is 
only to suggest that land reforms cannot be 
achieved only through good intentions but 
need a congenial setting 1 he decade of the 
70s in Karnataka seems lo have provided 
such a setting. 

But, agricultural production lost its 
momentum in the 80s and the political wave 
initiated by Devaraj Urs lost its thrust 
Predictably, the ‘radical’ content of the 
second round of reforms legislation in 
Karnataka largely evaporated during the 
[ihase of implementation. In a .sense, this was 
consistent with the hypothesis that clfective 
land relorms need a congenial setting since 
the weakncs.scs in implementation could 
have lieen due to the changed and noticeably 
less favourable selling of the 80s. What is 
important for us to iioie is that the benefits 
of implementation were not focused on the 
rural poor and landless (Table 2); The 
landless did not gam any land under tenan¬ 
cy legislation. Ironically, the principal 
beneficiaries of the tenancy legislation were 
the lessees having the farm si/e of 15 acres 
and above' This could have happened due 
to two conncx;teU leasons. the group of larger 
cultivators had in reality leased in mote land 
than the smaller group and the former were 
in a better position to a.sserl their rights as 
tenants. Equally ironically, even the ceiling 
legislation appears to have spread its meagre 
surplus available for redistribution over a 
heterogeneous group of beneficiaries rang¬ 
ing from those not owning any land to those 
owning up to 10 acres. Besides, the schemes 
specially introduced to help the allottees of 
surplus land were found to be “inadequate 
considering the number of prospective 
beneficiaries and the actual cost of land 
development” [Government of Karnataka, 
1987] It may be mentioned here that 
findings on the impact of tenancy legisla¬ 
tion in Gujarat were similar to the ex¬ 
periences 111 Karnataka [Patel B B. 1990; 
Sharma, Llsha S, 1990] 

The meagre impact ol land reforms on the 
rural poor and landless in Karnataka occur- 
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red despite conditions more favourable for 
such reforms than in the ‘semi-feudal’ areas. 
Obviously, one has to look for a different 
set of reasons in Karnataka than those noted 
above in Bihar. A suggestive clue we have 
is that the reforms of the 70s in Karnataka 
got diluted at the stage of implementation 
rather than at the earlier stage of legislation. 
It would hence be reasonable to assume that 
it was the inability of the rural poor and 
landless to confront the landowning groups 
at the ground level which was responsible for 
the limited impact of the reforms on the 
former and the leakage of benefits to the lat¬ 
ter. This basic handicap could have been ag¬ 
gravated by contributory factors such as 
deplorable land records, unhelpful revenue 
officials and a government whose zeal for 
radical reforms had begun to abate in the 
wake ol changes during the 80s. 

Within the spectrum of land reforms 
situations in India, Kerala and West Bengal 
form a situation which is the polar opposite 
of the situation in Bihar. There has been a 
genuine attempt in these states to formulate 
strong reforms and lo successfully focus 
them on the rural poor. The reforms have 
been supported by adequate political com¬ 
mitment at the highe.st level and by con¬ 
siderable ‘pressures from below' exerted by 
articulate and well organised groups of rural 
poor. However, the other—and less happy- 
side of the picture is that the reforms have 
hardly helped the rural pour to become 
economically viable and to overcome the 
socio-economic barriers keeping them on the 
periphery of the society, polity and economy. 
The following paragraphs offer glimpses of 
both these sides of the picture, the happy as 
well as the less happy. The intention is not 
to go into details but only to bring together 
insights.on the curious paradox ol ‘suc¬ 
cessful’ land icforms coexisting with the 
rural poor remaining peripheral lo the main 
system and having meagre access to viable 
economic opportunities. 

lable 3 and 4 indicate that Kerala imposed 
an upper limit on holding at 6.07 hectares 
as compared lo the very much higher upper 
limit between 21.85 and 24.28 hectares in us 
neighbouring southern states and that the 
number of tenants who acquired ownership 
ol leased-in land and the extent of such area 
were notably higher in Kerala as compared 
lo the performance in other southern states. 
More important, an analysis of distribution 
of operational holdings by George found 
that the changes between 1970-71 to 1976-77 
clearly indicated the effects of land reform 
in reducing the inequalities in distribution 
(George, P S. 1986). 

Despite these apparent positive impacts of 
land reforms, it is doubtful that they pro¬ 
vided any substantive benefits to the rural 
poor. Tor example, a survey of 17 villages 
showed that the rich peasants benefited most 
from abolition of landlordism (see Thble 5). 
According to the findings of this surv^, 
holdings less than I acre in size—which were 
nearly 16 per cent of total holdings— 
obtained less than I per cent of land 


redistributed as a result of land refonna. 
Holdings less than S acres in siae (over 8S 
per cent of total holdings) received only k 
little over 36 per cent of such land with the 
rest—nearly two-thirds—going to holdings 
more than 5 acres in size accounting for only 
16 per cent of total holdings. 

Even when the rural poor received land 
as a result of reform measures, they found 
It difficult to hold on to it. For eiample, the 
study by George discovered that subdivision 
of land due to new family formation reduced 
the holdings of small and-marginal culti¬ 
vators and, further, that the rising market 
price of land due to the influx of Gulf remit¬ 
tances tempted the holders with smi^ pieces 
of land to sell them. An important conclu¬ 
sion of this study was that the losing of land 
by the small cultivators led to decline in 
cropped area, aggravated their non-viability 
and impaired their investments in land 
improvements. 

In view of this adverse environment in 
which the rural poor are located, the follow¬ 
ing two overall assessments of land reforms 
in Kerala would be particularly relevant to 
be taken note of by the policy-maker. 

(a) “A review of some of the nuijor institu¬ 
tional reforms and the economic develop¬ 
ment programmes initiated by the govern¬ 
ment specifically aimed at the upliftment of 
the ‘scheduled’ sections in Kerala (schedul¬ 
ed castes and tribes) indicated that their 
impact has been quite modest. For instance, 
land reforms (have) almost by-passed them 


1 Alll 1 2 1- AND GaINID by DltFtRENT SiZE 
t 1 xssis Ml Farmers under Tenancy and 
( i II iNc.s Provision in Karnataka 


Si/e ( Idss of 
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1 ariiicrs 

(in Acres) 


Under 

Under 


Tenancy 

Ceilings 

(1 acres ol land held 
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2.30 

0-2 5 

2.49 

2.25 

2 5 5 0 

3.02 

1.73 

5 0-10 0 

2.99 

4.48 

10 0-15 0 

3.00 

Nil 

15 0 and above 

900 

Nil 

Soun'e V S .Salyapnya and S t.rappa, ‘Land 

Relorms in 

India: 

Some- Field 

evidences' in 

A R Rajapurohit (ed). 

ImiiiI Rejorms in India, Ashish, New 
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I Aim 3. Number Ol Tenanis Receiving 

Ownership oi 

Leased-in Area 

Stale 

No of 

Area 


Tenants 

(in Acres) 

Andhra Pradesh 

33.000 

82,000 

(Tcicngana Area) 



Kurnaiaka 

57.096 

65,844 

Kerala 

2,48.429 

2,40,000 


Sonne Commene, Vol 133, August 14, 1976. 

TAlter 4. CciLiNc.s ON Land Holdings in 
Hectares (1972) 


i^ndhra Pradesh 4.05 to 21.85 

Karnataka 4.05 to 21.85 

laniil Nadu 4.86 to 24.28 

Kerala 4.86 to 6.07 


Sonne Hague T and Sirohi A S, 'I986. 
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in the course of the long-drawn process of 
Icgisintivc deliberations wid implemenu- 
Uon... the new ‘landed’ class (i e, bene- 
ficiariet of land reforms from among the 
poor) enjoy freedom from their traditional 
iock>«conomic bondages and feudal obliga¬ 
tions... (but) the new status has not 
guaranteed them economic sustenance since 
their holdings ate too small to generate even 
a subsistence income. The ‘scheduled’ com¬ 
munities continue to be the most marginalis¬ 
ed section. They still seem to suffer from 
disabilities despite the introduction of several 
programmes aimed at their upliftment” 
[Sivanandan, 1989]. 

(b) K N Raj, eminent scholar and propo¬ 
nent of strong land reforms, summed up the 
Kerala experience on land reforms thus 
“evidently, it is the improvement in the terms 
of trade (of its export products) and the 
large-scale inflow of remittances from 
migrants abroad that hive maintained some 
semblance of prosperity in the state in re¬ 
cent years. This cannot lut very long, unless 
the opportunity is used for strengthening the 
technological basis for more rapid agri¬ 
cultural growth in the future: the land 
reforms that have been implemented provide 
a sound institutional framework for such 
strengthening but cannot obviously be a 
substitute for it” [Raj, K N, 1983). Accor¬ 
ding to Raj. ‘‘nothing definitive can be said 
about the impact of agrarian reform on 
poverty in Kerala”. 

Despite some major differences in the 
features of their agrarian and rural 
economies, Kerala and West Bengal share a 
common land reforms scenario, viz, the 
reforms were successful but did little to 
improve the economic status and viability 
of the rural poor. Given the constraints of 
space, we give below the gist of three recent 
assessments of land reforms in West Bengal. 

(a) "The objeaives of ‘Operation Barga' 
to formalise the relations and establish a fair 
exchange between the tenants and the 
landlords is yet to be fully realised. . the 
increase in input application rate in real 
terms has been marginal... yield rate has 
hardly witnessed any increase over time. . 
investments in agriculture and human 
resources have not reached any significant 
proportions" [Agro-Economic Research 
Centre, Visva-Bharathi, 1986]. 

(b) “The old style large-scale ab.sentee 
landlordism of the early days no. longer 
exists in West Bengal (due to) land reform 
legislations of 1953, 1956 and 1973. . (and) 
the cal) given by tte United Front govern- 

i'ment of 19^7 and 1969-70 to the peasants 
to identify ceiling-surplus land and to get 
these redistributed by forming committees 
of peasants... What matters now is the role 
of jotedars, the former peasants who have 
withdrawn themselves from direct cultiva¬ 
tion and are now the biggest landholders in 
the countryside and who employ sharecrop¬ 
pers and agricultural labourers for carrying 
out cultivation... Whatevei* be their 
economic power, which is still considerable, 


the jotedars in West Bengal no longer exer¬ 
cise the kind of political and social authority 
that they did eiyjoy even ten years ago. Pan- 
chayats as elected bodies of rural people, 
kisan sabhas as a mobiliser of peasants and 
the left-wing political parties—all active at 
the grossroots level—have seriously eroded 
their influence over the rural population... 
Large-scale recording of sharecroppers, near 
universal recording of homesteads, absence 
of evictions of sharecroppers and agri¬ 
cultural labourers, implementation of 
minimum wages legislation and defiance of 
the landlords by the poorer sections... are 
some of the major features of rural life in 
West Bengal today.. Sharecroppers are no 
longer dependent on the landlords for loan, 
marketing, protection and land for dwelling 
houses. The situation is similar in the case 
of agricultural labourer .. rural labour 
market is much wider 'and broadly-based 
than in the past (and) wages arc standardis¬ 
ed (and) are in conformity with the wages 
<n similar occupations in the village and the 
neighbouring area .. in the case of share¬ 
croppers, the bulk of the production is still 
for subsistence and not for the market... 
given the small amount of land under 
their command even achievement of self- 
sufficiency in food production is beyond 
them, which is why they largely supplement 
their earnings with wage income... Distri¬ 
bution of mini-kits, greater access to 
organised sources of credit and membership 
of do-operatives have created conditions for 
more notable growth in production in 
future. . (in their absence), by the opera¬ 
tion of market forces, control over land 
would soon be passed on to the richer 
elements... in the case of agricultural 
labourers, increases in wages and employ¬ 
ment (due to) minimum wage legislation, 
public works programme along with a 
greater sense of security have been in 
evidence in all the areas... A major pro¬ 
blem. of course, is the phenomenon of grow¬ 
ing landlesssness and proletarianisation of 
the poorer peasants .. this is no doubt an 
alarming feature which would in future have 
serious negative implications for both wage 
and employment... the most significant un¬ 
pact of the reforms has been to enhance the 
sense of self-respct of these poor groups and 
to make them believe in their own ability and 
organisation. This factor is perhaps more 
important than the immediate material 
achievements” [Dasgupia, Biplab, 1987). 

(c) ■■ I He agrarian reform programme, cur¬ 
rently being implemented by lhe government 
ol West Bengal, docs address itself to the 
liindamental problems facing the agrarian 
economy (viz, landlordism, usury, land¬ 
lessness ol rural poor and their need for 
more employment and higher wages). In the 
short run, these measures are both necessary 
and desirable However, (their) concrete 
achievements so far have been inadequate .. 
If the benefits of (these) measures are to be 
consolidated and built upon in the longer 
run, conscious efforts must be made to 
develop co-operativc or joint farming at the 


next stage. This is necessary not only for pre¬ 
empting a renewed process of polarisation 
of income and wealth, but also for facili¬ 
tating the adoption of modern technology 
which is essential for growth” [Chose, Ajit 
Kumar, 1983). 

Finally, we take a brief look at the land 
reforms situation in Punjab, a ‘green revolu¬ 
tion' area marked by an extensive and grow¬ 
ing spread of capitalist farming. The 
emergence of capitalist farming m Punjab 
IS clearly reflected In the changing distribu¬ 
tion ol operational holdings in the state (see 
Table 6), changing characteristics of large 
holders (see Table 7) and changing concen¬ 
tration of land (see Table 8). It is seen from 
Table 6 (hat while at the all-India level the 
trend has been towards increase in the 
numbers of marginal and small holdings 
along wtth decrease in the numbers of 
medium and large holdings, the trend has 
clearly been in the opposite direction in 
Punjab. A similar contrast is also seen in 
relation to share of large holdings in total 
operated area (which has increased in 
Punjab) and average size of large holdings 
(which has become larger in Punjab) as com¬ 
pared to the all-India level decreasing trend 
in both these characteristics of large 
holdings. 

Table 8 provides a glimpse of how the 
large holdings in Punjab have been able to 
swim against the strong current eroding the 
share in total operated land and average size 
of large holdings in most parts of rest of 
India The table shows that the concentra¬ 
tion ratio of ownership holdings remained 
high in both Punjab and India over the 
period 1971-72 to 1981-82. In fact, the con¬ 
centration rado for ownership holding was 
significantly higer in Punjab than in India 
as a whole It is interesting to compare the 
behaviour of concentration ratio of owner¬ 
ship holdings with that of the operational 
holdings. The latter was noticeably less than 
the former in 1971-72 in both Punjab and 
India, the difference being particularly 
marked in Punjab. This suggests that, in 
1971-72. the leasing of land was from large 
owner to a small owner (or to a landless 
icnani) which had the effect of moderating 
the concentration of land ownership. This 
means, in effect, that the lease markri com- 
pcn.saied to an extent for the inequilous 
distribution of land ownership. Incidental¬ 
ly, such tease market would have an im¬ 
portant role to play in a situation like ours 


Tabi.i. S: Disikibuiion or Land Released 
B s Land Rfiorms by Si/e of Holding 


Si/e of 

Per Cent of 

Per Cent of 

Holding (Acres) 

Households 

Land Gained 

0-1 

15.6 

0.8 

1-2 

34.4 

13.5 

2-5 

34.2 

21.9 

5-10 

11.5 

31.5 

10-15 

2.5 

7.6 

15 20 

0.6 

10.4 

20 and over 

1.2 

14.3 


100.0 

100.0 


Source: Herring R J, 1980. 
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ulth meagr; political will and capacity to 
bring aboiil drastic redistribution of land 
ownership 

However, what is more relevant for us to 
note IS that the lease market seems to have 
been turning against the small owner over 
the period 1971 72 to 1981 82 This process 
appears to have had a stronger thrust in 
biinjab than m India as a whole. Remember¬ 
ing the fact that this was precisely the decade 
in which green revolution accelerated the 
emerging trend in Puniab towards capitalist 
farming, it is tempting lo propose the 
hypothesis that market forces--aided by the 
technocratic green revolution sirategy lor 
agricultural growth which had a dramatic 
impact on Punjab agriculture- -helped the 
large holdings in Punjab to escri prcssiiies 
in the lease market to achieve enlaigemeiii 
of their operational holdings It is likely that 
the large owners withdrew the land leased 
out by them to the small tenants and, also, 
influenced the small owners to lease out then 
land to them (to large holders) rather than 
self-cultivate it. It is known that the green 
revolution technology--irrespective ol its 
theoretical neutrality to scale -was (ar more 
accessible to large holdings than small 

If this hypothesis is correct, it would 
lollow that the land reforms in Punjab sould 
not reverse the powertui lorces l.ivourmg 
capitalist farming (and, consequently, large 
holder) released as a combined elicci ol 
market and technocratic .stiategy loi 
agricultural growth. Specifically, the leforms 
could not impose an cfiective ceiling on the 
sue of holding, did not succeed m preven¬ 
ting the large owner from resuming land tor 
,selt<ultivaiion and gave no protection to the 
small owner against the forces preying on 
their land Needless to add, if this scenario 
IS allowed to prcsail, the accesss of rural 
poor to agiiculiural land as cultivators 
would continue lo dimmish This, in turn, 
would mean that they would be undei in¬ 
creasing presssure lo fail back helplessly and 
with weak bargaining powei on the market 
lor wage-labour in agriculture The piocess 
could progressively usher in a state iii which 
the small owner ‘voluntarily' sells his leased 
out land to his large tenant and the .access 
to laud becomes more and mote uiequiimis 
over time. It should be a sobering thought 
that the conventional tenancy reforms in this 
situation would favour the strong and not 
the weak 

J P Singh's recent study provides revealing 
glimpses of weaknesses of land reforms in 
Punjab [Singh, J P, 1990). Interestingly, the 
capitalist farmers were favoured by both the 
land reform programmes which were 
relatively well-implemented as well as those 
which were not so impicmenied. The firsi 
category includes abolition of intermediaries 
and consolidation of holdings. Singh’s 
observations on these programmes arc; “The 
programmes of abolition of intermediaries 
has been generally completed by the end of 
1954-55 in . Punjab,.. abolition of 
intermediary iiiieresi brought the cultivators 


into direct relat ion with the state. . It is only 
m Punjab, Haryana and Uttar Pradesh (that) 
the programme of consolidation of holdings 
has been taken up seriously. (it) has 
shown good impact wherever it has been 
completed. It has brought in considerable 
increase in agricultural production, par¬ 
ticularly through investments in private 
irrigation But, it has been observed that 
111 the process of consolidation of holdings, 
iciiants and small and marginal farmers are 
generally losers while influential and large 
l.irmers generally receive a belter deal 
vniall and marginal farmers end up receiving 
iiilenur quality land tenant and share¬ 
croppers gcM evicted from their leased-in- 
land” It IS obvievus that having the entire 
holding m a lew plots—rather than having 
II scattered all over in small bii.s--would be 
ol great help to medium and large farmers 
to adopt capitalist farming It can be seen 
I lorn lablc 9 that these groups of farmers 
had a decided advantage m this respect in 
Punjab and Haryana, mom so in the former. 

(. onipared to measures for abolition ol 
inierniediancs and for con.siilidaiion ol 
holding, those for tenancy relurms and ceil¬ 
ing on holdings fared badly in Punjab 
Vcording lo Singh, “The level of ceiling was 
usually sen high, classification of land gave 


scope for manipulation, the exemption from 
ceiling laws were too many and the unit of 
application of ceiling, i e, family was defin¬ 
ed loosely.. so far, the number of persons 
(who have) benefited from the distribution 
of land is only 26 thousand in Punjab" (as 
compared to 37.4 thousand in Haryana, 4.5 
lakhs in Jammu and Kashmir and 3.0 lakhs 
m Ultar Pradesh), Apparently, the bene¬ 
ficiaries in Punjab remained small in 
number because each one received on an 
average a larger piece of land than in other 
northern states (nearly 4 acres iitPunjab as 
against 3 acres in Haryana, around an acre 
in Uiiar Pradesh and Jammu and Kashmir 
and between half and three-fourths of an 
acre in Himachal Pradesh and Delhi). As 
regards tenancy reforms, Singh finds that “in 
Haryana and Punjab, the landowners enjoy 
a coniinuing right of resumption of land 
upio ihc ceiling limit, while in other states 
of northern region the maximum areas that 
could be resumed was fixed well below the 
ceiling limii concealed tenancies have 
been nourishing in the region and ejectments 
ol le.'ianis have been eoniinuing” Singh also 
notes itiai fan rent has been fixed at the level 
not csceeding that suggested in the guide¬ 
lines in Uttar Pradesh and Delhi but higher 
than those it. Puniab (along with Haryana 


1 SHI I 6 ( HANi.iNc, Si/rwisF Disirihiition Ol Oi'i RMioNAi Hoidinos—Punjab AND India 

('000 Holdings) 



Puniab 



India 



1970-71 

I9K.S 8(1 

I97()-71 


1985-86 

Marginal 

518 

2S6 

35682 


56748 

Small 

260 

208 

13432 


17881 

Semi medium 

281 

291 

10681 


13253 

Medium 

248 

260 

7932 


7920 

l.argc 

69 

74 

2266 


1929 

lolu! 

13-76 

1089 

69993 


97731 

J AHi i 7. Comparative Charactfrisi ic-s of 1 aroi 

Hoi dincs. Punjab and India 



Punjab 

India 



1970-71 

1985-86 

1970-71 

1985-86 

Share in loial operated area of all holdings 





(per cent) 


26 8 

298 

30.9 

20.2 

Average si/e of large holdings ^hectares) 

15 5 

16.7 

22.1 

17.2 

Table 8: Changes in Coni fntration Ratio (Gini Coefeiciewt) 




Punjab 

India 



1971-72 

1981-82 

1971-72 

1981-82 

Ownership holdings 


0.78 

0.77 

0.71 

0.71 

Operational holdings 


0.42 

0.70 

0.59 

0.63 


Sole Tables 6, 7 and 8 are based on the data given in Singh J P, 1990. 


Tabu 9 AvtKAOE Numben of Parcels Per Hoi uino (Ohi rational) in Nosttmern States 
Slates .Sire of harms _ 


Marginal 

Small 

Semi- Medium Large 

All Sizes 



Medium 



Haryana 

1.36 

1.70 

2.04 

2 42 

2.83 

1.91 

Himachal Pradesh 

8.14 

17.99 

18.91 

19 82 

19.89 

12.93 

Jammu and Kashmir 

14.55 

5.00 

640 

4.88 

4.40 

11.84 

Punjab 

l.ll 

1.44 

1.61 

1.74 

2.39 

1.57 

L'liar Pradesh 

2.86 

4.16 

5.84 

7 36 

11.61 

3.71 


Source. Government of India, Deparimcnl of Agriculture and Co-operation, Ministry of 
Agriculture, All India Report on Input Survey, 1976 77 (Vol I), 1985, p 15. 
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and Jammu and Kashmir; and that “in the 
states of northern region the maintenance 
of fland) records has K-en fairly satisfactory 
in many respects. *' .<1 not in respect of recor¬ 
ding the nairtes of tenants and sharecrop¬ 
pers”. On the whole, Punjab provides a con¬ 
vincing illustration of a situation where the 
capitalist fanners have a dominant influence 
on the formulation and implementation of 
land reforms. This did help Punjab to 
achieve breakthroughs in agricultural pro¬ 
duction but, clearly, at the cost of access to 
land of the rural poor and weak. 

The following broad propositions emerge 
from our consideration of the typology of 
four situations covered in this section, viz, 
Bihar, Karnataka, Kerala, West Bengal and 
Punjab. 

(i) In none of the four situations did the 
land reforms help the rural poor in obtain¬ 
ing secure and equitable access to land in the 
context of growing population pressure on 
land and keen competition for its control 
among the different rural strata. 

(ii) The dominant rural groups—ex- 
zamindars in Bihar, large cultivators in 
Karnataka and capitalist farmers in 
Punjab—exert decisive influence on the pro¬ 
cesses of formulation and implementation 
of land reforms to divert the benents of the 
reforms from the rural poor to themselves. 

(iii) Even where they are politically well- 
organised as in Kerala and West Bengal, the 
rural poor get only the direct and proximate 
benefits of land reforms but do not succeed 
in bringing about an enduring improvement 
in their economic status. 

(iv) The policy-makers usually spend con¬ 
siderable time and energy in improving the 
legislative and implementation aspects of 
land reforms. While these are important 
aspects, the crucial criterion for successful 
land reforms is the extent to which they form 
part of a cohesive development strategy 
capable of integrating the objective of 
growth with those of equity and poverty 
eradication. Without the support of such a 
strategy, no amount of tinkenng with legisla¬ 
tion and implementation would be of much 
help in getting effective land reforms. 
Keeping this point in mind, the last section 
of this paper makes an attempt to identity 
the priority tasks in the next round of land 
reforms which could help in the evolution 
of such a strategy. Before doing this, it is 
necessary to take a look at the recent 
scenario an£( trends in the access of rural 
poor to common property lands. 

IV 

Access to Common Lands (CPKs| 

Three points need to be noted about the 
access of rural poor to common lands. First, 
the household economy of the rural poor 
depends crucially on the access to common 
lands. Second, the extent and quality of the 
access of rural poor to common lands have 
deteriorated in recent years and there is as 
yet no credible intervention by the govern¬ 


ments or by the voluntary organisations to 
reverse this trend. Considered along with the 
ineffectiveness of land reforms described in 
the preceding section, it is obvious |hat the 
rural poor are currently coping with the ac¬ 
cumulated and growing pressures of 
diminishing access to both agricultural lands 
as well as common lands. Third, systematic 
and effective interventions to improve the ac¬ 
cess of rural poor to common lands need a 
planning-cum-policy framework for utilisa¬ 
tion of land resources which is capable of 
linking the national-level objectives and 
policies with the micro-level schemes, pro¬ 
grammes and participatory arrangements. 

Published and aggregative sources of data 
offer little help in elaborating the first two 
points noted above Fortunately, there are 
two recent field studies (one of which is still 
in progress) which have looked into the pro¬ 
blems of access of the rural poor to com¬ 
mon lands carefully and in detail. Let us first 
take up the question of dependence of the 
household economy of the rural poor on 
their access 19 common lands. Table 10 has 
been compiled from Jodha’s study which 
covered 82 villages from 21 districts scattered 
in seven major states in the dry tropical zone 
of India iJodha, N S, 1990]. The study 
defined the CPRs as including “community 
forest, pasture/waste land, pond/tank, 
river/rivulet, watershed drainage/river banks 
and river/tank beds”. The study found that 
the rural poor (i e, “agricultural labourers 
and small farm (having less than 2 hectares 
of dryland equivalent land) households”), 
derived the major part of their fuel and 
fodder supplies—from two-thirds to over 
four-fifths of the total—from the common 
lands. The common lands also made signifi¬ 
cant contribution to their employment (128 
to 196 days in a yeai per household) and in¬ 
come (CPR income accounting for 14 per 
cent to 23 per cent of income from '''her 
sources). More important, there is a clear in 
dication in Table 10 that inclusion of CPR 
income brings about substantial reduction 
in the inequality in income distribution. 
Thus, clearly, the support provided by the 
CPRs IS important in sustaining the 
household economics of the rural poor 

Dependence on the CPRs is an ambiguous 
indicator of the development status of the 
rural poor. In the context of effetlive policies 
for optimum use of CPRs and for adequate 
share for the rural poor in the returns from 
the CPRs, such dependence could be rega.d- 
ed as a positive indicator. However, in the 
absence of effective policies which is true of 
the prevailing situation in India, the 
dependence on CPRs is more likely to reflect 
the precariousness of the rural poor’s strug¬ 
gle for survival. Given the peripheral posi¬ 
tion of the poor in relation to the main¬ 
stream economy and his meagre access to 
remunerative income-earning opportunities, 
he falls back on CPRs more out of compul¬ 
sion than choice. In such a situation, 
diminishing access to the CPR would be a 
disaster for the rural poor and diminution 
in CPRs should be a ppint of grave concern 


for the policy-maker. As Ibble II indicates, 
there has been a precipitous fall in the 
availability of the CPRs over the period 
I9S0-S2 to 1982-84 and an equally alarm¬ 
ing rise in the pressure of population on 
these resources. Tkking the median values of 
the figures in each column of 'Bible II, it is 
observed that the percentage of CPRs to 
total village area denned from 21 in 1950-52 
to 12 in 1982-84 and the number of persons 
per 10 ha of CPRs increased from 46 to 117 
over the same period. These trends are so 
sharp and clear that it is hardly necessary 
to conunent any further on their serious im¬ 
plications for the future. 

As systematic utilisation of CPRs needs 
area-cum-village-specific planning, it would 
be of some interest to obtain an idea of the 
CPR situation in different types of villages. 
The data from a field-study in progress in 
the Institute for Social and Economic 
Change permit a rough comparison as bet¬ 
ween relatively developed and relatively 
backward villages. Ibbles 12 to 16 present 
these data. The names of the villages are 
withheld as our collection of data on the 
many delicate issues connected with CPRs 
ate still continuing in them. The villages are 
arranged in the tables in the descending 
order of their development status, i e, village 
A is the most developed among the four and 
village O the most backward. It can be seen 
.from Ikble 12 that the availability of CPRs 
is negligible in the developed villages, being 
less than 5 per cent of total village area. The 
backward villages, on the other hand, have 
greater extent of CPRs—between one-fourth 
and one-third of total village area. A clue 
to these differences is provided by Ihble 13 
which shows that in the developed villages 
big farmers, dominant caste households and 
the better off in the village encroach on the 
CPRs while in the backward villages the en- 
croachers belong to the poor and disadvan¬ 
taged groups. 

The process of privatisation of CPRs 
seems to work in the following manner. 
Where the rich compete for the control of 
CPRs, privatisation gets close to the final 
limit of the available CPRs. Plausibly, the 
rich have the means to invest in CPRs and 
make them productive On the other hand, 
in the backward villages the field remains 
open to the poor. It is likely that the rich do 
not exist in sizeable numbers in backward 
villages or do not have a command over 
resources comparable to that of their 

1 MU I 10 1)1 i>i Noi-Ni I or Poor ON CPRs 

1 ucl supplies (per cent of CPR 
to unal) 66 to 84 

Animal gi.i/ing (pet cent of 
CPR to total) 69 lo 84 

Per household employmeni 
(days) in a year 128 to 196 

CPR income as proportion of 
income from other sources 
(per cent) 14 lo 23 

Gini-coefficient of income from 

a) All sources 0.33 to 0.41 

b) All sources excluding CPRs 0.44 to 0.50 

Soune. Jodha N S, 1990 
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fk STATE BANK OF BIKANER AND JAIPUR 

Abridged Balance Sheet as on 31st March, 1992 & 

Profit and Loss Account for the year ended on 31 st March, 1992 

(OQTa omtitod) 


AS ON 
31J.1992 

Rs. 

AS ON 
31.3 1991 
Rs. 


Year ended on 
313.1992 

Rs. 

Year ended on 
31.3.1991 

Rs. 

CAPITAL AND LIABILITIES 



INCOME 


Capital 

20,80,00 

20.80,00 


Interest earned 

369,34,49 305,02,45 

Reserves & Surplus 

36,6939 

19.83,90 


Other income 

51,12,21 41,66,45 

Deposits 

Borrowings 

2530,1532 

8832,15 

22.67,39.86 

1.35.48,26 


TOTAL 

420,46,70 346,68.90 

Other liabilities and 

5,06,66,41 

5.29,29.56 

11. 

expendhtjRE 


provisions 




Interest expended 

Operaling expenses 

211,79,90 191.71,38 

112,90,85 102,42,58 

TOTAL 

31,8233,47 

29.72.81,58 


ASSETS 

Cash and balances with 




Provisions and 

contingencies 

86,25.95 47,04.94 

Reserve Bank of India 

4,17,90,16 

3,20.78,96 


TOTAL 

410,96,70 ,341.18,90 

Balances with banks and 






money at call and short notice 47,26,93 

Investments 9,94,48,6* 

Advances (net of provisions) 15,0748,87 

7.5.15,82 

''.9:,.:’6.I0 

14.25,99,71 

Ill. 

PROFIT 

Net Profit for the yctir 

Profit brought forward 

9,50,00 5,50.00 

6 6 

Fixed Assets 

21,04,40 

18,81.60 


TOTAL 

9,50,06 5.50,06 

Other Assets 

' 1,9436,47 

2.38,79,39 

IV. 

APPROPRIATIONS 






Transfer to statutory reserves 

3,0730 3,00.40 

TOTAL 

313233,47 

29,72,81.58 


Transfer to other reserves 

33130 

Contingent liabilities 

Bills for collection 

5,92,46,42 

1 , 47,0034 

5,98,30,69 

1.07,91.72 


Transfer to proposed dividend 

Balance carried over to 

balance sheet 

2,91,20 2,49,60 

6 6 





TOTAL 

930,06 530.06 
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couaterpartt in the developed villages. One 
implication of such process of privatisation 
is that the development potential of CPRs 
is likdy to be much larger in the backward 
villages than the developed villages. At the 
same time, it is also reasonable to assume 
that the exploitation of this potential 
needs resources—technology, expertise, 
investments—^which are beyond the capacity 
of the local communities to provide. 
Another relevant insight arising from our 
findings is that, contrary to the widely 
prevailing view, it is the rich rather than the 
poor who are mainly responsible for the 
privatisation of CPRs. If this process is 
allowed to operate unhindered, the poor will 
continue to lose their access to CPRs or get 
pushed into those parts of CPRs which have 
too low status to attract the notice of the 
rich, it is the same process which in the first 
instance made the poor landless in agri¬ 
culture and is now eroding their access to 
CPRs. 

Reversing this process needs both a com¬ 
prehensive policy framework at national level 
and a series of area-specific schemes and 
progranunes at the grassroots level. The first 
priority needs to be accorded to measures 
which could clear the ground for systematic 
and sustained policy interventions. A 
preliminary measure of utmost importance 
is to improve the land records. We found in 
the four villages referred to in Tkbles 12 and 
13 that there was wide divergence between 
the availability of CPRs according to land 
records and the availability as verified in the 
villages (Table 14). Significantly, the 
divergence is seen to be the widest in the 
developed villages marked by the encroach¬ 
ment of the CPRs by the rich. Obviously, 
the divergence arises not so much from 
errors as from a design to conceal. It may 
be mentioned here that the government ol 
Karnataka set up a group consisting of top 
officials some four years back (in early 1986) 
to prepare a village-wise inventory of 
wastelands by types. In mid-1990, the work 
was still in progress! Needless to add that 
without a reliable data base it would be idle 
to plan policies and programmes for CPRs. 
Second, a careful assessment needs to be 
made of the investments needed to get ade¬ 
quate returns from CPRs, As can be seen 
from Ibble 15, in the four villages covered 
in our Survey, the CPRs did not include 
village forests and only a small part of them 
was Comal land. Over 80 per cent of CPRs 
are C and D lands in an extremely degrad¬ 
ed conditions. 

Third, it has been repeatedly pointed out 
that the CPRs in India lack a management 
system for thdr protection, conservation and 
rational use. As one observer puts it, “The 
central and state governments are holding, 
together with village panchayats, most of 
India’s common resources. However, many 
resources are hardly managed and (are) in 
practice open-access resources” 
[Krooneman, 1990). Jodha found that in all 
of his 82 sample villages, excepting two, 
there were formal or informal regulations for 


CPR use prior to I9S0s but by the early 
1980$ when he visited the villages only in 
eight of the 82 villages the regulations were 
still operative! [Jodha, 1990]. In a word, the 
pre-condition required for policy interven¬ 
tion in the area of CPRs is the building up 
of management system at the level at which 
(district, block or mandal) the Planning 
Commission proposes to organise decen¬ 
tralised planning [Planning Commission, 
1990 (b)]. The management system should 
compile and periodically update a reliable 
data base and also arrange for a competent 
technical evaluation of the potential use and 
investment requirements of CPRs. 

in the absence of a sound management 
system, the schemes now being taken up on 
CPRs tend to be ad hoc and directionless 
in nature. Table 16 shows that distribution 
of CPRs to individuals as house-sites or for 
cultivation accounts for nearly two-thirds of 
CPR area covered by programmes. 

Ironically, not many of the allottees carry 
out cultivation in practice "The bene- 
Ticiaries usually (in 60 per cent to 90 pier cent 
cases) have to sell the land as they do not 
have enough resources to cultivate the 
marginal land" [Jodha, 1985, I986|. Very 
likely, the allotted lands also arc too poor 
eto make cultivation profitable Compared to 
allotment to individuals for cultivation, the 
schemes for regeneration of CPRs cover less 
areas Table 16 also shows that the volun¬ 
tary agencies play a limited role in these 
schemes. Schemes planned and operated by 
the collective efforts of the local picople 
' themselves are even rarer and exceptional 
and do not figure in our survey data at all. 

It IS instructive to see the chasm between 
the present use (or, more appropriately, 
neglect) of CPRs and their impressive 
development potential. According to :* recent 
assessment, rural India presents the picture 
of a “cruel paradox of mass poverty eex-. 
isting with vast resource potentials These 
potentials were seen to lie in changing 
resource access and use and included canal 


CPRs is part of the laiger problem of lack 
of a natioiuil-levcl policy framework for con¬ 
servation, upigradation and optimum utilisa¬ 
tion of land and water resources in India. 
Eroded soils, silted up tanks and reservoirs 
and land lost to cultivation due to salinity 
and waterlogging are the obvious conse¬ 
quences of the absence of a comprehensive 
pxilicy framework for the land and water 
resources. Declining standards of cultivation 
in dryland agriculture, its inability to retain 
high-valued crops (like cotton) and the in¬ 
creasing precariousness of the economy of 
small and marginal farmers are other serious 
consequences attributable to the same reason 
[Reddy A M, 1990 and Reddy V R. 1990) 
A particular mention needs to be made here 
of the contribution which CPRs make to the 
economy of small and marginal farmers. As 
Table 17 shows CPRs are important for these 

1 SHI I 12 Avaii abii ittv Of CPR Lands 
(Acres) _ 

Village Total Geo Area CPRs Available 
in the Village 


A 452 15 

B 923 45 

C 3489 810 

D 642 182 

Note . The availability of CPRs shown in this 
table IS exclusive of cncroachmenis, CPRs taken 
up for regeneration or already distributed to 
individuals. 

S'ouife' Pasha S A, 1990. 

Txnir 13: E-.ncroac hmeni on CPRs 


Village 

Area 

By 


(Acres) 

A 

10 

Better off pjeople 

B 

60 

Dominant caste big farmers 

(. 

350 

SC, ST (XHYr and better off 

D 

134 

Backward Castes and poor 


Sonne' Pasha S A, 1990 


I sill 1 14 DivEKC.I NCI: Bl TvsrrN I AND 
Ri i oKDs AND Survey Daia 


irrigation, lift irrigation, land reforms, 
wastelands development, forests and 
agroforestfy. .(these resources) presented 
large-scale potentials which had not yet been 
exploited. We found evidence that key 
aspiects of (these resources) had been 
neglected and that the scopte for benefits to 
the pxxjtvr were greater than commonly sup¬ 
posed” [Chambers R, 1989). A point which 
is often overlooked is that the neglect of 

1 Mil I II Dl ( LINI 1)1 CPR Arfas 


Stale 

C'HR Area as 

Per ('ent of 

Persons Per 10 ha of 


loial Village Area 

CPR Area 



1950-52 

1982-84 

1951 

1981 

Andhra Pradesh 

18 

II 

48 

134 

Gujarat 

19 

II 

82 

238 

Karnataka 

20 

12 

46 

117 

Madhya Pradesh 

41 

24 

14 

47 

Maharashtra 

22 

15 

40 

88 

Rajasthan 

36 

16 

13 

50 

Tamil Nadu 

21 

10 

101 

286 


Village CPRs Available in the Village 
(Acres) 

According lo According lo 


Land Records 


Survey 


A 

B 

( 

D 


53 

390 

ion 

372 


15 

45 

8)0 

182 


Sonne' Pasha S A. 1990. 


Source: Jodha N S, 1990. 
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farniii in n-.cb:lisine inputs, putting the 
available land under crops, developing crop 
by-products and surviving through crisis like 
droughts. 

While the deterioration in CPRs and 
diminishing access to them affect all the 
rural poot, tribals form a group whose very 
existence as a distinctive socio cultural en¬ 
tity comes under intolerable strain. Accor¬ 
ding to the 1981 census, scheduled tribals 
had a population of 54 million or nearly 8 
per cent of the total population of the coun 
try. Out of these, nearly 48 million are forest 
dwellers living within or in the vicinity of 
forests jSwamy M C K. 1990). In addition, 
several rural settlements exist in the vicinity 
of forests, arid or semi-arid regions, hilly ter¬ 
rains and foothills of the Himalayas whose 
dependence on CPRs for the economic and 
livelihood patterns Is substantial. Swamy 
points out that "nearly 80 per cent of lands 
of tribal households arc communal land as 
well as other parcels of land that arc owned 
or held by the government”. Policies lor 
forest and wildlife conservation nc-cd to be 
formulated keeping m mind the interests of 
tribal population. The communal systems 
of land-ownership among the tribals also 
need protection against marketisaiion of 
land and its alienation to non-tribals. 

V 

Identification and ClaHsification 

Currently, the rural poor are confronted 
with a grim situation. The livelihood oppor¬ 
tunities available to them are hardly keep¬ 
ing pace with the increase in their number. 
The deterioration in their access to land- 
agncultural and common—has already been 
indicated in the preceding sections. Given the 
modest agricultural growth, the growth of 
rural non-agricultural activities also remains 
low. Consequently, the only avenue left to 
the rural poor is to seek wage employment 
in agriculture. Not surprisingly, the work 
ing paper prepared in the Planning Commis¬ 
sion on the employment situation on the eve 
of the Eighth Five-Year Plan shows a number 
of disturbing signs—more open unemploy¬ 
ment. increasing casualisation and growing 
dependence on unreliable and low produc¬ 
tivity employment in the unorganised ac¬ 
tivities [Planning Commission, 1990 (a)|. In 
these circumstances, the credibility of land 
reforms as a development strategy needs to 
be assessed chiefly in terms of the contribu¬ 
tion they can make to the viability and 
welfare of the rural labourers. 

It would be obviously unrealistic to 
assume that all the rural poor can be accom¬ 
modated in agriculture as owner-cultivators. 
The strategy capable of making the poor 
viable has necessanh to be multi-dimcn- 
sional. This means that land reforms have 
to be a component in a package of measures 
specifically tailored to the circumstances of 
rural labourers In the following few para¬ 
graphs, we briefly describe three packages— 
more to illustrate the idea of a package than 


as definitive prescriptions for the problems 
of rural labourers. It is useful for this pur¬ 
pose to distinguish three groups of wage- 
paid labourers. The first group consists of 
those who have always been labourers having 
never had cultivation as an occupation in 
their living memories. Asking them to 
become cultivators may not be the right 
sir.iiegy to meet their problems. We would 
put in the second group those who, before 
joining Ihe ranks of labourcr.s, were small/ 
marginal cultivators but either decided to 
move out of farming (owing to meagre 
iciurns in farming) or were forced out by cir- 
cnmsiaiiccs beyond their control. They are 
likely to have good potential to become 
cnicrprising cultivators provided they are 
helped with adequate incentives and suppor¬ 
ting measures. The third group would in¬ 
clude those who are cultivators but lurii to 
wage laboui tor supplementary income. It 
would seem leasonable to assume that these 
ihiee groups would need dilfereni packages 
ol measures lo help them lossards achieving 
viabilny 

I he package suggested for the first group 
IS the following Wherever possible, we have 
imJicaied the present status of the compo- 
nenl and ihc need to strengthen n 

I mpJoymenl Programmes 

This component is needed to support in¬ 
comes and to remove the excess supply in 
Ihc labour market. According to the sub¬ 
committee ot the parliamentary consultative 
committee which prepared a report on the 
problems of unorganised workers in agricul¬ 
ture sector, the employment programmes 
would have to be increa.sed more than eight¬ 
fold over their present level if the modest 
target of providing 100 days of employment 
in a year to at least one member from each 
household below poverty-line is to be 
achieved. 

Lrifo! i-nieni of Minimum H'ages and Social 

This is an essential complementary 
measure lo employment programmes. The 
sub-comniitiee mentioned above observes 
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"It can be safely said that nowhere in the 
country minimum wage for the agricultural 
workers is enforced round the year”. The 
necessity of revising the minimum wages at 
regular intervals has also been neglected so 
far. As regards social security, only a couple 
of states seem to have made a beginning. 
Allotment of house-sites and Janata Houses 

Provision of house-sites to agricultural 
labourers should be considered an important 
item in land reforms. House-site and house 
not only meet a basic need but also enable 
households to take up supplementary land- 
based activities like vegetable growing, 
poultry, dairying, etc. 

Social Forestry/Tree Pattas 

Another component of land reforms rrie- 
vant to labourers is improved access to com¬ 
mon lands to add to their incomes. Accor¬ 
ding to a recent estimate, the tree pattas 
granted up to 31-12-1988 were 1.1 lakh in 
number covering 2.52 lakh acres (National 
Commission on Rural Labour, 1990). 
Needless to add that this is no more than 
a very modest beginning of a programme 
which needs far more attention and priority 
in future 

The package suggested above is based on 
the strategy of integrating the measures for 
employment generation and improvement in 
working condit ions along with giving at least 
a modest land-base for labourers. This 
would not only add to the income-earning 
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opportunities svnilaMe to them but also 
reduce their precarious dependence on 
employers and wage-labour. 

We would strongly urge that the package 
appropriate for the second group (viz, poten¬ 
tially enterprising cultivators who are now 
landless) srould be the one based on inte¬ 
grating the first three components of the 
package described above with the distribu¬ 
tion of surplus land. The group should be 
helped over time to become viable cultivators 
and to reduce dependence on wage-labour 
and emi^oyment programmes which could 
be reserved progressively for the first group 
(i e, those who would continue to depend on 
the wage-labour to a signiHcant extent even 
in the long run). This is also true of the ac¬ 
cess to common lands. On the other hand, 
not only shoukl the poor in the second group 
be given priority in the distribution of 
surplus land but, care must be taken to give 
them a holding above a certain minimum 
size to ensure viability. They should also be 
assisted with credit, extension, inputs, etc, 
on an adequate scale. The past programmes 
for redistribution of land to the landless have 
been ineffective due to allotment of areas 
below the threshold of viability and inade¬ 
quate assistance to allottees. These errors 
ought to be avoided in future. 

Regarding the third group, the strategy 
should be to integrate land reforms with the 
programmes for effective use of land. Look¬ 
ing hack on the post-independence land 
relornis, a sinking point which emerges is 
that the concern has been much more with 
equity (mostly in the form ot unimplemcn- 
tahlc rhetoric) than with equity-and-pro- 
ducliviiy. The result has been that the land 
reforms have achieved neither of these ob¬ 
jectives. The mam links between equity and 
productivity which need urgent aiieniioii in 
the next phase of land reforms are the 
tollowing. 

Consolidation of Holdings 

I his programme has been undertaken 
only by a few slates in the north. The back¬ 
ground note on land reforms prepared by the 
Planning Commission in 1989 meniions that 
140 million acres of land have been con¬ 
solidated by that year. If this ligure is true. 
It would mean that about ^ per cent of total 
cultivated land has been consolidated. 
However, it is doubtful that the figure of 140 
million acres refleas the ground level reality 
for the simple reason that not much is 
known about the strictness with which the 
measures for prevention of fragmentation 
are formulated and enforced. In the absence 
ot these measures, the benefits of consolida¬ 
tion would not be retained over time. It is 
necessary to emphasise ihatamong the dif¬ 
ferent types of land reforms consolidation 
of holdings is possibly the most important 
measure capable of bringing about substan¬ 
tial improvement in the productivity of land 

Land Records 

An expert report prepared for the Plan¬ 
ning Commission has observed “In all parts 
of the country, records relating to land are 


in a very bad shape. The record as it exists 
today hardly reflects the present-day reality 
regarding ownership of land... disharmony 
between the record and the reality not only 
destroys the utility of the record but also 
misleads any person who has to deal with 
land... The preparation and maintenance 
of record-of-rigHts in land got low priority 
in all the seven Five-Year Plans" [Wadhwa, 
D C, 1989). It is obvious that we have hard¬ 
ly any system—leave alone an effective 
system—to monitor land ownership, trans¬ 
fers and lease operations. More important, 
it is inconceivable that in the absence of 
reliable land records it is possible to have a 
satisfactory inventory of land resources, ef¬ 
fective programmes for their conservation 
and upgradation and planning for their 
fuller use. It is instructive to contrast this 
attitude with the empty rhetoric about im¬ 
position of ‘radical’ ceilings on holding. Jf 
we had an adequate monitoring and plan¬ 
ning system for land resources, the poor— 
particularly the poorest strata like laboureis— 
could have gained much more from land 
reforms which, in addition, would also have 
had a substantive impact on the value and 
productivity of land resources. Important 
consequences of absence of good land 
records are indicated below. 
Equity-cum-Produciivity 
(i| Ineffective imposition of ceilings on 
holding owing to concealment of 
surplus land 

(ii) Emergence of 'informal' tenancy on a 
large scale having the effect of ex¬ 
ploiting the tenants and hindering 
modernisation of cultivation. 

(III) Continuation of fragmentation of 
holding undoing the benefits of con¬ 
solidation programmes. 

(IV) Negligent use of land—particularly dry 
land—in large holdings held by owners 
disinterested m farming as an enterprise: 

(V) Privatisation of the common lands by 
the rich which means tlicir loss lo the 
pool available to the poor and their use 
by the norm of profits lo the rich rather 
than unlit) to the Milage community 
as a whole and its major segment, viz, 
the rural poor. 

(VI) lack ol attention and investments to 
make full use ol common lands in a 
socially optimal way. 

The three packages of measures described 
above have the limited purpose of illustrating 
an important point. The point is that even 
good land reforms—unless they are part of 
carefully tailored packages—run the rjsk of 
ineffectiveness in the Indian environment. 
Our land reforms suffer from the further 
handicap that they have been far from good. 
They were motivated by vague notions of 
equity which were more talked about than 
seriously implemented. More important, 
they were grossly ignorant or negligent about 
the important dimensions of use of land 
resouices affecting productivity of agricul¬ 
ture and steady and sustainable agricultural 
growth over the long run. The next phase 


of land reforms would have to be planned 
from the structural-reformist perspective 
which has been ably analysed and elaborated 
in the recent researches of PC Joshi (Joshi, 
P C, 1981, 1986, 1987). It is tempting to 
quote Joshi at some length to bring out the 
essential ingredients of the structural- 
reformist perspective of land reforms: 

“Since independence the old semi-feudal 
agrarian set-up chaiactensed by the landlord- 
tenant nexus has been eroded. What has 
replaced it, however, is a dualistic agrarian 
pattern putting the large owner/farmcr in 
a dominant position and the small and 
marginal peasants and labourers in deoen- 
dent position. This dualistic structure now 
acts as a formidable constraint on the pro¬ 
cess of agricultural modernisation. It does 
not allow the vast mass of small and tiny 
producers to get involved in the modernisa¬ 
tion process and benefit from it in an en¬ 
during and self-sustaining manner. In many 
areas the modernisation process within the 
dualistic structure is even a destabilising 
force for the small peasant economy. . (we 
need) a new agrarian patiern which provides 
incentive to the small peasants and a new 
organisational pattern which is sensitive to 
peasants' needs and problems... To gene¬ 
rate relevant modern technology and to en¬ 
sure its absorption in the agricultural sec¬ 
tor (having large numbers of) small peasant 
producers is a highly complex and difficult 
undertaking Transforming peasant agri¬ 
culture involves social engineering... Recent 
experience has shown that the tendency to 
view the land policy purely as an operational 
or administrative question devoid of any 
philosophical and moral significance has led 
to disa.strous consequences. . It is in this 
background that we have to consider an 
overall community approach to agricultural 
development, encompassing vast masses of 
small cultivators, the new phase calls for 
a (wo-fold strategy—firstly, of containing 
and disciplining the large producer in the 
direction of welfare-oriented growth and. 
secondly, of firmly protecting and assisting 
the small producers and labourers for par¬ 
ticipatory development. Without a restruc¬ 
tured agricultural development strategy firm¬ 
ly based on the vast working peasantry, 
assisted by a commumty approach and com¬ 
munity in.stitu lions, the target-group-based 
anti-poverty programmes alone cannot 
realise the goal of gropwth with social justice''. 

For identifying the priority tasks in land 
reforms, we have kept in view the past ex¬ 
periences'brought out by the researches on 
land reforms as well as the perspective for 
future noted above. These priority tasks need 
to be taken up with a sense of urgency and 
determination to implement them within a 
reasonable time frame. 

Improvement in Land Records: The work of 
preparation of land records for the states not 
having them now should be completed ex¬ 
peditiously. The background note on land 
reforms prepared by the Planning Commis¬ 
sion mentions that the areas in the north- 
cast do not have land records. 
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The interim report on ‘Registration of Title 
to Land* submitted to the Planning Com- 
misison by D C Wadhwa has recommended 
the adoption of ‘Torrens System* on an ex¬ 
perimental basis in some selected districts 
where the revisional surveys have been com¬ 
pleted recently. This system permits “the 
conversion of the present presumptive titles 
to land into conclusive titles”. Wadhwa has 
also recommended that there should be 
wholesale revision of all pre-19.^0 surveys 
and that along with updating present record- 
of-rights the system of registration of title 
to land may be introduced. These recom¬ 
mendations should be implemented with the 
priority they deserve. 

When updating the records, representa¬ 
tives of rural labour and poor should be con¬ 
sulted to obtain reliable information on (i) 
ownership of land above ceiling, (li) inlor- 
mal tenancies and (lii) encroachment ol 
common lands It is of utmost importance 
that the updated records reflect the tiue posi¬ 
tion in the field in this respect 

It IS reported by the technical committee 
.set up by the department ol rural develop¬ 
ment, which looked inio the pilot projects 
foi computerisation of land rccoids, that 
the total cost of compulens.iiion for 450 
districts (including aerial plioiography units) 
would be Rs 150 ciore i c. Ks 10 crore per 
annum m a five year time Ira me -Vcording 
to the committee “technology is now jsaila 
hie to facili'aie easy .ictess ii) inloiination, 
expedite suivey opcralions, lacililatc quick 
updation of l.iiul tesord'. and enable then 
storage and n !i lesal" Mici careful appraisal 
ol costs and leasibilin, a nme bound pro¬ 
gramme may be liamed loi conipuieiisation 
ol land n-coids 

I heie slum'.d he an olfeelise nioiiilonng 
sysiem, at the (laiiitiayal lesei, of lease, 
transfer and alienation ol land by ihe target 
group hou.seholds, hv l.rrgc owners and by 
non-culii\atois (including non-resident 
owners of land in the village) 

Ceiiinn in lund Ounershi/r. t oik cried e(- 
forts need to be made lo locale (i) land held 
evading ceiling provisions, (ii) eiKioachmcni 
ol common lands, and (in) land Icli lallow 
unused for long duration by me large owners 
non-cullisalors Appropriate Ivgisiaiion 
must be enacted lo lake over these lands 
without compensdiion or at nominal eom- 
pensalion This is also true ol good culti¬ 
vable lands diverted bv a large owner lo 
Other uses to avoid the problems m getting 
ihrm cultivated by tenants/labourers 

l-arm Icadeis complain ihai Irequent 
downward revisions in ceiling creates uncer¬ 
tainty and disincentives foi enterprising 
farmers. There is an element ol Irulh in this 
complaint as any further reduction in ceiling 
by ilself, will not yield much surplus but 
could hinder invcslmenis m agriculture li 
i.s our feeling that ii would be desirable to 
climmaic the uncertainly about the ceiling 
limit ll would be better lo pay more atten¬ 
tion ivv loopholes (higher selling limil.s loi 
larger families, separate pros ision for adult 


sons, etc) which need to be closed and to 
acquisition of categories of land mention¬ 
ed above. 

The imposition of ceiling on ownership 
of agricultural land needs to be part of a 
broader policy of ceiling on assets and 
incomes in a|l sections of society. 

It is recommehded that the distribution 
of surplus land should be guided by a com¬ 
posite criterion based on the need of the led- 
pieni as well as the objective of ensuring 
viable use of allotted land. 

Regulation of Urnancy. The experience so far 
shows that complete banning of leasing of 
land is neither feasible nor necessarily 
desirable, it should be noted that even West 
Bengal has opted for giving protection to 
share-croppers rather than eliminating the 
system of tenancy altogether. 

A more practicable course would be to in¬ 
sist that all lease transactions must get pro¬ 
perly recorded and that their terms and con¬ 
ditions are fair to the weaker party to the 
transaction—lessees (in most areas) or 
lessors (where reverse tenancy prevails). 

It would be desirable to have appropriate 
tax provisions on land to prevent the emer¬ 
gence of large and dominant group of ren¬ 
tiers who own land chicflv to lease il out for 
rent or for speculative gains. If land records 
are reliable, such indirect measures may be 
more effective in controlling dysfunctional 
ownership ol land than direct measures like 
banning of land sales or leases. However, 
when imposing such measures, care must be 
taken to protect the interest ol small owners 
svho lind It convenient lo lake up occupa¬ 
tions other than cultivation. Even for such 
owners, it may be po.ssible to devise finan¬ 
cial assets conferring all Ihe advantages 
which a small owner derives from owning 
land without cultis-ating it, vi/, security, ac¬ 
cess to credit etc As a long term objective, 
our policies should be to encourage and 
enable the actual cultivators to become 
owners of thejand they till. But it would not 
be advisable to use only diiccl controls to 
achieve this objective. The instruments used 
should also include indirect incentives and 
Jisincentives designed to sers c the same pur¬ 
pose as the direct controls but more effec¬ 
tively and at a lesser cost. 

Consolidation of Holdings. The lesearchcrs 
who have evaluated consolidation of hold 
mgs programmes find that the main reason 
lot the extremely slow progress ol the pro 
gramme is the virtually total neglect of the 
programme at the highest pulicy-mhking 
levels. There should be adequate recognition 
at these levels that consolidation of hpldings 
(and prevention of fragmentation) is an 
esseniial component m land reforms m the 
sense that without it the other components 
like imposition of ceilings and regulation of 
tenancy would not be able lo achieve the 
principal objective of land reforms, vi/, crea¬ 
tion ol a modeini.scd and viable pea.santry 

W hat IS important for speedy implemen 
talion of consolidation programmes is the 
preliminary groundwork to obtain Ihe will- 
in,e co-opcraiion ol all the strata in the com¬ 


munity. The advent of decentralised and (mr* 
ticipatory planning set up at the level of 
villages could be ■ powerful factor to pro¬ 
mote such programme which have suffered 
in the past because of excessive dependence 
on bureaucratic formulation and implemen¬ 
tation of development schemes. 

It is our feeling that ther» would be s 
definite advantage in underttking consolida¬ 
tion of holding schemes along with revision 
of past surveys, updating of land records, 
bringing them cIosct to the field realities and 
modernisation of system of records It would 
be easier then to obtain the co-operation of 
target groups which are often afn^ that tbqt 
will get a raw deal in consolidation schemes. 
This is particularly true when they are 
associated with up^ting of land records, 
preparation of consolidation scheme and, 
more generally, with formulation and imple¬ 
mentation of development programmes. 
Once the target groups are convinced that 
they can benefit from a programme, it would 
be easy to obtain their full and willing 
co-operation. 

Optimum Use of Land Resounes: The 
efforts now in progress to evolve practicable 
methodologies for planning the optimum 
use of land resources need to be vigorously 
pursued. Agro-climatic regional planning 
exercise of the Planning Commission and 
the Watershed approach for conservation 
and fuller use of latid lesouioes which is being 
experimented with in some of the states (like 
Karnataka) should be developed and exten¬ 
ded to the point where they become replica¬ 
ble and implementabie on a wide scale. 
There are also other models proposed by ex¬ 
perts which deserve to be carefully con¬ 
sidered [Ravindranath, 1990]. 

Purely technocratic planning of land 
resources would not be of much help. For 
example, a recent evaluation of a projea pro¬ 
posal from the Karnataka Forest Develop¬ 
ment Corporation for development of 2,000 
hectares of C and D class lands carried out 
by the Karnataka State Council for Science 
and Technology found that drastic revisions 
in the proposal were necessary to protect the 
interests of the target groups in the area of 
project (Karnataka State Council for Science 
and Itxhnology, 1989). The project proposal 
had not paid much attention to the question 
ot impact of the project on the local target 
groups. 

The decentralised planning at the district 
and panchayat levels should accord the 
highest priority to preparation of time- 
bound proposals for developing common 
lands fur the benefit of rural labourers and 
poor 11 necessary, private enterprise may be 
invited to develop common lands through 
large and lumpy investments and modern 
technologies provided they agree to hand 
over a specified portion pf developed land 
to the distrihutabie pool of land available 
foi allocation to the target group households. 
Planning and Monitoring of Land Reforms: 
At the level of the lowest decentralised plan¬ 
ning unit (block, mandal or gram panchayat 
as the case may be), a listing needs to be 
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made of the households of rural labourers 
and other target groups. A household-by¬ 
household scrutiny should be made to for¬ 
mulate packages of measures (land reforms 
plus other measures as explained above lo 
help these households. Annual targets should 
be laid down for covering these households. 

Currently, we have only scheme-wise 
monitoring of implementation and impact. 
In spite of th^, it is known that the extent 
of corruption, Irakages and ineffective im¬ 
plementation's very large. Once the strategy 
of package of measures is adopted, the 
monitorlpg will have to pay attention to the 
effecti veriest of the pacluge as a whole over 
and above observing the progress in the im¬ 
plementation of individual components'in 
the programme. 

A system must be devised by the decen¬ 
tralised planning authority to carry out 
annual surveys on a sample basis to keep a 
watch on and to adjust the package of 
measures to the factors giving rise to pover¬ 
ty, landlessness and deprivation. It needs to 
be mentioned here thr.t even in a state like 
West Bengal there are groups of poor who 
continue to be neglected [Sah, K, 1990]. 

It is of utmost importance to associate the 
leaders and representatives of the target 
groups while operationalising the steps sug¬ 
gested above. 

There should be a periodic a.ssessmeni at 
the state level of the progress achieved by the 
different decentralised planning authorities 
in implementation of land reforms. Suiiabic 
incentives and penalties may be devised lo 
put pressure on these authorities and to 
foster among them a genuine sense of com¬ 
mitment to achieving the objectives ol Lind 
reforms within a definite timeframe. Ann 
cipatory action needs to be taken to protect 
the decentralised planning authorities trom 
domination by the rural elite 

There should be annual meetings of Na¬ 
tional Development Council and Inieistaie 
Council with a session exclusively set apait 
for review of implementation and impact o! 
schemes for land reforms and for develop 
nicni of common lands. 

Links wuh Other Policies: At the level of 
overall development strategy, land reforms 
need support from the broad spectrum of 
agricultural policies focused on improve 
ments in agricultural investments, research, 
extension, credit, services and insiitulions 
1 liese policies should have adequate thrust 
to help the large number of peasants having 
only a modest holding. 

The ultimate success of land relorms 
depends on the emergence of organisations 
of rural labourers and poor who at the mo 
inent are neither economically viable nor 
politically mobilised. These organisations 
need to operate from the grassroots level of 
village and its target group households to the 
highest level where the development objee 
lives, priorities, strategies and policies get 
determined. Absence of a sufficiently strong 
lobby at the national level is a major pro¬ 
blem now confronting the rural labourers 


and poor. There should be a careful study 
of the organisations—trade unions, co¬ 
operatives. group farming, etc—‘which have 
succeeded in the past in mobilising the poor 
for political and developmental action. In 
the light of this study, the government 
should devise a set of promotional measures 
to help the emergence of such organisations. 
However, there should be no government in¬ 
terference or domination in their working. 
The promotional measures should have 
specific provisions to counter the opposition 
of rural vested interests to the organisations 
Ol' rural poor. It should be remembered that 
a good system of land reforms is one in 
which the tasks of building up political 
pressures for reforms and their formulation, 
implementation and monitoring arepiogrcs- 
sively taken over by the organisations ol 
poor themselves 
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Social Forestry Projects in Karnataka 

Economic and Financial Viability 

M VNadkami 
K N Ninan 
Syed Ajmal Pasha 

The paper shows, on the basis of randomly selected projects in Karnataka, that social forestry on common 
lands is both economically and financially viable. In the process, it raises certain basic theoretical issues and argues 
against using high rates of discount when the cash flows are at constant prices. The viability is proved through 
all the three criteria — NPV, BCRs and IRRs, and on the basis of direct benefits only. Inclusion of indirect benefits 
would have shown the economic viability to be even higher. What is more, social forestry pays for itself and it 
ismo charity to rural areas. The projects can be financially viable even after meeting the bio~mass needs of the 
local poor. The paper makes its biases and assumptions quite explicit. The direction of biases is to test the viability 
as rigorously as is reasonable. 


Introduction 

SOCIAL forestry projects have been initia¬ 
ted in the country to meet the needs of local 
rural communities in lespea of fuel, fodder, 
supplementary food and even timber. Social 
forestry holds the promise of supporting the 
livelihood of the rural poor by meeting some 
of these basic needs free of cost or at 
mnniral or reasonable prices (depending on 
the produce). Most of the social forestry pro¬ 
jects either already supply or propose to 
supply fodder and small fuel wood (lops and 
tops or side branches) free of cost; while ai 
least half of the timber, poles and bamboo 
are proposed to be supplied either free or 
at nominal prices to the local poor. In the 
process, social forestry is supposed to reduce 
the pressure on the ousting forests and check 
deforestation. It could also upgrade the use 
of uncultivated lands under sub-optimal use 
and indirectly help soil and water 
conservation. 

The term, social forestry, is loosely inter¬ 
preted in official parlance to include both 
community forestry on common lands and 
farm forestry on private holdings. Strictly 
speaking, the latter cannot be considered as 
social forestry, since it is undertaken main¬ 
ly with the motive of making private pro¬ 
fits by meeting the needs of the market. This 
means meeting the needs of industry for raw 
nraterial and of urban buyers for firewood, 
timber, poles, etc; but not local needs out¬ 
side the market process. But forestry even 
on community lands has often been timber- 
oriented. though the trend now is towards 
raising mixed species and meeting local 
needs more and more {Nadkami and Pasha, 
1991]. Even such socially oriented forestry 
projects propose to sell part of the timber 
at profit in the market to provide some in¬ 
come to the village panchayats, and to 
enable the forest department to recover its 
initial investment costs. This is apart from 
or in addition to meeting the bio-mass needs 
of local communities. 

This paper is concerned only with the 
economic and financial viability of social 
forestry proper which is undertake on com¬ 
mon lands of villages or government lands 


earmarked for the purpose. In terms of 
economic viability, we try to find out here 
whether the direct benefits in terms of 
fuelwood, fodder, food and timber produc¬ 
ed by social forestry projects, ir-especlive of 
whether they are sold or given free, are com¬ 
mensurate with the costs incurred. Among 
the costs here, we include the opportunity 
cost of the land in the form of the grazing 
opportunity foregone. In terms of financial 
viability, we find out whether the financial 
return expected from that part of the pro¬ 
duce which is sold is commensurate with the 
paid out costs. The opportunity cost men¬ 
tioned above is not included here among the 
costs, since the analysis is in terms of actual 
cash return and cash costs. While the 
economic viability analysis enables us to 
judge the worthwhileness of the project from 
a social point of view, the financial viabili¬ 
ty analysis is from the investor’s point of 
view and helps us to see if the costs incut- 
red can be recovcied and net returns made, 
after meeting the local needs of fodder and 
fuelwood outside the market framework. 

There arc, of course, other questions of 
economic significance like optimum density 
and optimum life span of cutting down trees 
for timber, etc, which are ignored here: These 
questions are difficult to handle in social 
forestry projects with mixed species and 
where the trees are raised mainly for sup¬ 
porting the livelihood of the locals and for 
ecological benefits. We largely go by given 
densities and life spans as reported by forest 
officials and local people. There is also the 
very important question of distributional 
implications and whether the local poor have 
benefited, which is discussed elsewhere 
[Pasha, 1991). Certain institutional questions 
regarding participation of local people and 
the role of voluntary agencies in social 
forestry are also dealt with elsewhere 
iNadkarni, 1991). 

An impression which has gained a fairly 
wide acceptance is that while farm forestry 
on private holdings is profitable and 
economically viable, it is not so with social 
forestry.' OI course it is desirable to put 
private wastelands also under productive 


use—under tree crops if annual crops are 
less profitable there for the fanners. But the 
belief in social forestry being not economical 
could lead to a wrong policy decision of not 
encouraging social forestry at all, depriving 
the rural poor of opportunities of sustain¬ 
ing their livelihoods through biomass from 
the common lands.’ We believe that the 
prevalent impression about economic non- 
viability of social forestry is founded neither 
on adequate evidence nor on sound 
methodology of evaluation. Most often the 
methodology and norms assumed are not 
spelt out in sufficient detail, making it dif¬ 
ficult to evaluate an evaluation. This paper 
attempts an economic evaluation avoiding 
some of the conceptual and methodologica] 
pitfalls. We hypothesise here and prove on 
the basis of selected projects, that social 
forestry can be and is indeed found to be 
both economically and financially viable. 
This IS so even if only direct benefits in terms 
ol bio-mass expected to be utilised are taken 
into account, let alone indirect benefits by 
way of soil and water conservation and 
distributional implications of support to the 
livelihood of the poor in meeting their bio¬ 
mass needs outside the market framework. 
The returns from social forestry may not 
necessarily be in terms of direct profits as 
in farm forestry, but in kind, in the form of 
goods needed, which support rural economic 
activities. There is however nothing to pre¬ 
vent social forestry from yielding even cash 
benefits by supplying raw materials like 
bamboo to village artisans and some timber 
to urban markets. But cash yield need not 
be the sole criterion. We propose to show 
in what follows that social forestry is quite 
economically and financially worthwhile for 
investing additional resources, and that 
much of our wastelands could be put to pro¬ 
ductive use at economic rates of return. 

Comparability and Choice of proper 
Rate of Discount 

A major problem in the economic evalua¬ 
tion of projects is one of converting cash 
flows of costs and returns in terms com¬ 
parable both over time and across projects. 
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The givoi non-comparability of cash flows 
arises due to two factors, which arc usually 
confused. Hiesc two factors are inflation 
and time-preference. Cash flows of different 
periods are not comparable both because 
they need not be at real or inflation adjusted 
prices, and even where they are at real prices, 
are subject to time preferenre. Time pre¬ 
ference may include some risk premium 
since letums in future are uncertain to some 
extent. While economic evaluation of pro¬ 
jects have shown a good awareness of time 
preference and therefore use a discount rate, 
they usually do not make it explicit whether 
the cash flows expected are taken to be at 
real (and hence comparable) prices or at cur¬ 
rent prices. 

The discount rate which is used to derive 
present values of cash flows cannot be decid¬ 
ed independently of whether the cash flows 
arc at real or current prices. The standard 
practice is to use fairly high discount rates 
such as 10 or 12 per cent in social cost 
benefit analysis which we believe to be un¬ 
justifiably high if the cash flows are at real 
prices. We need not go to the extent of sug¬ 
gesting that a zero rate of discount ought 
to be used for environmental projCL-ts—an 
argument supposedly in the interest of pro¬ 
moting environmentally oriented projects 
which are found to be economically non- 
viable on the basis of high discount rates. 
This argument has been refuted by Pearce 
et al [1990, Ch 2]. First of all, it is difflcult 
to demarcate environment oriented projects 
from other projects as it could be an ar¬ 
bitrary decision. Secondly, investment has 
to be allocated rationally as it is a scarce 
resource, and we need a criterion like the one 
offered by a discount rate for the purpose, 
provided that it is judiciously used. 

The discount rate is essentially an interest 
rate, and an interest rate serves two basic 
functions. One is that it compensates for in¬ 
flation and secondly, it reflects scarcity of 
capital or expresses time preference Market 
interest rates also incorporate other factors 
like risk of default on the part of the bor¬ 
rowers and reflea unequal bargaining power 
involving usury. Market rates are therefore 
inappropriate for project evaluation. We 
confine ourselves here with only the two 
basic funaioris stated above. A high dis¬ 
count rate is understandable if both these 
ftmaions are built into it, but not if cash 
flows are inflation-adjusted or at real prices, 
in the latter case, the rate of discount has 
to be ‘real’ which is much lower than the 
nominal interest rates. Time preference and 
inflation are different but can be additive. 
Even if Rs 100 are offered at real prices say, 
now or a year later, the choice would be for 
securing it now because of the time pre¬ 
ference. To equalise them, a proper rate of 
discount has to be used. But if inflation is 
also expected and cash flows are at current 
prices, the annual rale of expeaed price rise 
has to be added to it. But there is no ques¬ 
tion of adding this if inflation is separated 
or, if the cash flows are already taken in 
terms of real prices The mistake which 
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economic evaluators normally commit is to 
ignore this distinaion and apply high dis¬ 
count rates to do justice both to inflation 
and time preference. The cash flows in such 
cases may really be at real prices, but are not 
recognised to be so. 

Inflation adjusted or real prices need not 
necessarily be constant. If acute scarcity of 
either output or inputs is expected in the 
economy at large we can consciously allow 
for an increase in their prices to reflect 
changing conditions of scarcity. On the other 
hand if there is latge-scale adoption of social 
forestry all over the country and a dimi¬ 
nishing scarcity of forestry produce is ex¬ 
pected, a decrease in the prices may have to 
be allowed. But in this case, the resulting 
creation of consumer surplus will have to be 
added to the estimated value of produce. 
Since in any case such increasing or decreas¬ 
ing prices, so long as they are adjusted for 
general inflation, are real, the discount rate 
to be used here should also be real. In this 
paper, we have used the streams of benefits 
and costs in terms of constant prices as ob¬ 
taining in 1989-90, the reference year for our 
study. Since assumed price increases and 
scarcity conditions could be arbitrary, we 
have used only the constant prices, resulting 
in a more conservative estimate of returns 
than may actually prevail. 

Our field work was done in 1990. Not all 
projects were started during this year and 
some investments were undertaken in earlier 
years. These investments were expre&ed in 
terms of 1989-90 prices by raising earlier 
figures by the same proportion as the rise 
in money wages paid to unskilled labour in 
the region for soil work, etc. This is done 
on the ground that the bulk of investment 
expenditure in social forestry projects is in 
terms of labour-intensive soil work and that 
an increase in this cost would be mainly on 
account of an increase in the cost of labour. 
Since the benefit and cost flows are all at 
1989-90 prices, and the rest of the procedure 
for economic evaluation is also common, 'he 
estimates of economic viability would also 
be comparable across the social forestry pro¬ 
jects selected by us, even if they were started 
111 different years. The flows of benefits and 
costs start from the respective starting years 
of projects, though they arc at 1989-90 
prices. In any case, as a matter of fact, there 
was not much difference in starting years, 
since all the projects in our sample were 
started only recently between 1980-87 and 
1988-89. We may add here by way of 
clarification that while investments in the 
selected projects are ex post, the stream of 
recurrent costs and benefits are ex ante or 
expected. In a few cases, some benefits like 
grass and firewood had already started 
yielding, but more benefits were expeaed in 
years to come. Similarly, recurrent costs on 
watch and ward, replanting in gaps were 
already incurred in initial years giving us an 
idea of costs expected in future. 

Having expressed the costs and benefits 
in terms of constant prices, a reasonable rate 
of discount in real terms which is taken to 


indicate broadly the social time preference 
can be taken to be about 3 per cent, or at 
the most 5 per cent. We have arrived at this 
judgment on the basis of the dinerence ba- 
ween average rates of interest on institutional 
lending and average rate of inflation in India 
during the last five years or so. These figures 
of 3 and S per cent are judgmental, and not 
accurately derived, since institutional 
lending rates have varied widely even at a 
given period, and there could be occasions 
when the difference baween rates of infla¬ 
tion and actual lending rate turn out to be 
higher than S per cent. But that is often 
because of other faaors like risk of default, 
social policy of discouraging investment in 
certain direaions and so on. Roughly, when 
the rate of inflation was about 12 per cent, 
institutional lending rates were between IS 
and 17 per cent. The lending rates of the 
World Itenk and loans to governments for 
projects carry actually even lower rates of 
interest. We, therefore, believe that a discount 
rate indicative of social time preference, 
netted for inflation and other factors like 
risk of default, can normally be within a 
range of 3 to 5 per cent and not higher.^ In 
fact, since the benefit and cost flows are at 
constant prices, these discount rates give a 
rigorous enough test of economic viability. 

As a part of our sensitivity analysis, 
however, we have tried the evaluation at 
variable rates of discount too, the rates being 
3 per cent for the first 10 years, 5 per cent 
for the next 10 years and 8 per cent for the 
remaining years beyond 20. The justification 
for a variable discount rate is that sdl future 
flows need not be discounted at a uniform 
rate, and the risk premium for future unrer- 
tainty can increase with increasing horizon 
of time span even in .real terms. This would 
be quite a rigorous test, and it is interesting 
that the viability of social forestry stands up 
to even this test. 

Other ‘Conceptual and 

Methodological Issues’ 

Social forestry projects generate both 
direct and indirect benefits. The direct 
benefits are in terms of grass produced, 
green leaves and leaf litter harvested for 
manure or other purposes, usufruct, lops 
and tops cut for firewood, and ultimately 
wood itself when the tree is cut. The indirea 
benefits are in terms of soil and water con¬ 
servation, improvement in the water table, 
beautification of the area, etc. Though such 
indirect benefits which amount to positive 
externalities of the project are important 
enough to be a justification in themselves 
for the social forestry projects, we have not 
estimated them. We have considered only the 
direct benefits. Moreover, even direct 
benefits in the form of grass, and green 
manure are taken into account only to the 
extent that they were found to be or eipected 
to be harvested, and certainly not ^ the 
leaves and grass produced by nature. 
However, the raurns even in terms of only 
direct benefits, are so significant as we shall 
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we bdow, that no further addition by way 
of including estimated indirect benefit is re¬ 
quired to justify the economic woith- 
whileness of there projects. We concede, 
however, that methodologically, an exercise 
of evaluating indirect benefits would have 
been interesting/ 

The prices at which the valuation of 
benefits and costs is made are an important 
problem in proper economic evaluation. 
This is because such evaluators prefer to use 
shadow prices reflecting real scarcity instead 
of marto prices, the latter believed to be 
distorted by taxes and subsidies, etc. in our 
cas^ we did not have a strong reason to 
deviate from the market prices. The prices 
used are those prevailing in the villages con¬ 
cerned which the farmers either get or ex¬ 
pect to get by selling their own timber or 
other bio-mass, or where such prices are not 
available, at ex-depot prices quoted by the 
forest department as in the case of timber. 
Where necessary, prices which villagers are 
prepared to pay to obtain such bio-mass like 
srtutll firewood, were taken. In such cases we 
have tried to avoid an overvaluation keep 
ing in mind the hypothetical nature of such 
prices. 

There was, of course, a problem in the 
valuation of grass from social forestry pro¬ 
jects for which there was no proper market 
and no prices were quoted. This fodder is 
supplied free. Though there is a market for 
crop residues used as fodder, grass obtain¬ 
ed from free grazing or through free collec¬ 
tion is not valued at par with crop residues. 
Instead of using arbitrary prices for grass, 
we have used its marginal value product 
(MVP) for Its valuation, which gives an idea 
OT the incremental contribution made by a 
tonne of grass to animal husbandry. This 
was derived by fitting a linear production 
function to a cross section of animal 
holdings of farmers in a semi-arid region of 
Karnataka (Kolar district).^ The mvp taken 
thus is Rs 271 per tonne, which is lower than 
the market price for crop residues which was 
quoted in the villages surveyed between 
Rs 300 and Rs 400 depending on the crop T he 
valuation of free fodder, however, was not 
included in our financial viability analysis 
except in one project which is specifically a 
fodder plantation with an intention of sell¬ 
ing about half of its produce commercially. 
In other projects, valuation of grass is con¬ 
sidered relevant only in the broader 
economic viability analysis. 

• We have used actual wage rates foi labour 
hired 'n social forestry projects both in initial 
and maintenance phases, instead of any 
shadow wage rates, both in economic and 
financial viability analysis. Since shadow 
wage rates in a situation of under¬ 
employment are lower than actual wages, wi; 
have, to that extent, overestimated labour 
costs in our economic evaluation. The recur¬ 
ring costs are mainly for watch and ward, 
harvesting of usufruct, etc, and occasional 
replanting, all incurred in terms of labour. 
This has been valued at 1989-90 prices. The 
remuneration for watch and ward is on a 
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monthly basis which varied from Rs 300 to 
Rs 400 per month per project and did not 
necessarily depend on the extent of project 
area. We have assumed a uniform rate of 
Rs 400 per month per project on this 
account for alt projects. Though amounting 
to an over-valuation for some projects com¬ 
pared to actual payments made, ibwas con¬ 
sidered by us to be a more reasonable 
assumption to make. 

The social forestry projects involve an im¬ 
portant opportunity cost in the initial years 
of the projects. This is in the form of dqniv- 
ing the farmers of free grazing access to 
lands taken up under the projea. Such costs 
are high where the land was fertile and was 
yielding abundant fodder. They would be 
low where lands are already degraded, and 
the cattle have to be mainly stall fed or given 
substantial supplementary feed for nourish¬ 
ment. Farmers indeed do so for cattle which 
are economically productive, and depend on 
common grazing lands mainly for maintain¬ 
ing their relatively unproductive cattle. Once 
the trees attain heights not within the reach 
of cattle, the land can be used again for graz¬ 
ing and in such a case, there would then be 
no opportunity cost. Normally, not all the 
common lands are taken up for social 
forestry, and some are left available for free 


grazing. In such cases, the opportunity cost 
of free grazing would be lower than when 
alt lands are taken up. 

We have estimated the oppor^nity cost 
as arising throughout the project period, and 
not during initial years alone. W; prefer to 
err on the side of over-estimating the oppor¬ 
tunity costs. We have estimated it as follows; 
The number of animals in the villages 
selected—cows, bullocks, buffaloes, sheep 
and goats—were taken into account in stan¬ 
dardised units, and expressed as a ratio over 
the total grazing land available in the villages 
before the social forestry projecti were taken 
up. This gives us the average pressure of 
animal units per hectare of land for all the 
villages taken together.'’ As per the views 
expressed by experts in animal nutrition, 
while grazing animals consume a biomass 
equivalent of 3 per cent of their body weight 
per day. Assuming that SO per cent of this 
requirement is met by free grazing during 
half of the year which includes the rainy 
season and only 2S per cent of it during (he 
rest of the year, we estimated the per animal 
unit consumption from grazing lands for the 
whole year. Since it was obviously not pos¬ 
sible for us to weigh the animals, we had to 
Tcly again on veterinary experts to know the 
normal weigh! of respective animals and 


Table I: Profile of Social Forestry Projfcts and Concerned Villages 





Projects 



Features 

Chinnam- 

Kabaka 

Sathena- 

Siddapura 

'ftdapally 


bally 


bally 



1 Location (district) 

Mysore 

Dakshina 

TUmkur 

Chitra- 

Bidar 



Kannada 


durga 


2 Year of plantations 

3 Project area 

1986-87 

1988-89 

1988-89 

1986-87 

1986-87 

(hectares) 

19.1 

12.1 

6 

6 

15 

4 Other common land 





available for grazing 





(hectares) 

5 Implementing 

22.1 

299.2 

8 

6 

64.3 

agency 

FD 

FD 

DLDB 

NGO 

FD 

6 Village population 
(1989) 

7 Animal population 

1146 

8500 

525 

703 

14% 

in standardised 
units* (1989) 

517 

360 

89 

274 

253 

8 Total geographical 






area of the village 
(in hectares) 

424 

839 

212 

182 

467 

9 Tree density per 






hectare in 
project area** 

1138 

814 

222 

3155 

1999 

10 TVpe of plantation 

Mixed: 

Commercial: 

Mainly 

Mixed; 

Mainly 

and main tree 

acacia 

casuarina 

fodder, also 

commercial 

commercial 

species 

nilotica. 

and cashew 

fruit trees. 

woods. 

wood, but 


bamboo 


peepui, hippe fruit trees. 

also neem. 




neem, etc 

teak, oil- 

sisso. 





seed trees. 

firewood 





tamarind, 
subabul, etc 

species, etc 


Noier. FD - forest depanment; DLDB—Dry Land Development Board, Kanuualuu NGO - 
Taralabalu Rural Devciopmem Foundation (TRDF—a Non-government oiganisation). 
* One animal unit = I bullock = I cow ^ I buffalo = 5 sheep = S goats. 

** Tree oopulation was arrived at by deducting the trees reported to have died up to 1990 
from (he number of trees reported to have been planted. This is supported by visual obser¬ 
vation of plantation, though not by actually counting all the trees standing. 


1992 


A-67 



havt taken the weight^ average weight per 
animal unit, taking into account the popula¬ 
tion of different animals in our samite 
villages. The valuation of this fodder con¬ 
sumed was made on the basis of the 
marginal value product of fodder grazed by 
ruminant livestock on CPR lands which as 
mentioned earlier is Rs 271 per tonne. It may 
be noted that there is still a lot of common 
lands available in all the villages for free 
grazing, even after deducting the land taken 
up for social forestry (see Thble I. item 6). 

have not. however, made any allowance 
for it. resulting in over-estimating the oppor¬ 
tunity cost, lb some extent, though not fully, 
this overestimate is offset by not allowing 
the possibility of increasing animal popula¬ 
tion over the years. 

We have ignored the cost incurred on the 
government or NGO staff in terms of their 
salaries and transport which is attributable 
to social forestry projects. These costs are 
incurred mainly in the initial stage and are 
in the form of overheads. The offleers cen- 
cerned, however, have to look after the in¬ 
itiation of several projects at a time, and 
their whole salary cannot be attributed to 
only one or two projects. We found it dif- 
Hcult and arbitrary to arrive at an amount 
which could be attributed to given projects. 
This needed access to diaries (iff kept by 
officers to arrive at man-hours spent by 
them, transport expenses and incidental 
allowances, etc. In view of the fact that our 
results show a sufficiently high level of 
economic and financial viability, we believe 
that taking into account this cost would not 
materially alter our broad conclusion about 
the economic worthwhileness of social 
forestry projects.^ 

The Appendix-1 to this paper gives details 
of our estimates of different quantities and 
flows of costs and benefits, which further 
clarifies the methodology adopted by us. 
Appendix-2 shows the composition of the 
sum of benefits and costs at present (dis¬ 
counted) values. 

We present the measures of economic 
viability of social forestry projects below in 
terms of three measures: net present value 
(NPV), benefit-cost ratio (BCR) and inter¬ 
nal rate of return (IRR). The NPV gives a 
discounted measure of future flows of net 
benefits in rupee terms. Both the stream of 
benefits and costs are discounted to arrive 
at present values and then NPV is obtain¬ 
ed. Since the project areas differ rather wide¬ 
ly in size, the present values of both benefits 
and costs as well as NPV arc expressed in 
tables presented below on a per hectare basis 
This enables us to compare N PVs across dif¬ 
ferent projects. Our second measure, BCR, 
gives a ratio of the present value of similar 
flows of benefits over the present value of 
flows of costs. As we shall see the BCRs in¬ 
dicate that present values of benefits are 
higher than costs by several multiples, and 
not by just a few percentages. The IRR is 
that rate of discount which equates NPV to 
zero While a rate of discount is to be assum- 

to derive both NPV and BCR, it is denved 


Table 2: Pbesekt Value of BeMBFm and Cosn Peb Hbctare op Pikwbct Abba 
(l9g9-90 prices tummed up for flows up to SO years) 

(V^tm in thommti KmI 


_ Projects _ 

Rate of Chinnaffl- Kabaka Sathena- Siddapura IhdapaBy 

Discount bally hally 


A Present value of benefits (gross returns) per hectare 




1 At full value of benefits estimated 




3 per cent 

1270 1842 

269 

6969 

728 

3 per cent 

788 1173 

140 

3648 

449 

3, S and 8 per cent 

400 797 

74 

1980 

342 

2 If estimated benefits 

were to be lower by 30 per cent 



3 per cent 

633 921 

133 

3483 

364 

3 per cent 

394 387 

70 

1824 

223 

3. 3 and 8 per cent 

200 399 

37 

990 

171 

B Present value of costs per hectare 




1 Excluding opportunity cost in terms of grazing deprived 



3 per cent 

45 37 

29 

294 

18 

3 per cent 

30 27 

20 

177 

14 

3, 3 and 8 per cent 

18 23 

16 

114 

12 

2 Including opportunity cost in terms of grazing deprived 



3 per cent 

60 57 

31 

316 

41 

3 per cent 

42 42 

36 

193 

30 

3, 3 and 8 per cent 

31 36 

30 

128 

26 


Notes: I The flow of benefits are summed up for up to SO years, shorter flows are considered 
for quite a few trees like eucalyptus and casuarina, and no replanting and resumed 
flows are uken into account in such cases. For the same reason, it would be misleading 
to convert the present values of costs and benefits into flow per year (divided by SO). 

2 The costs exdu^ the overhead ofadministtation and supervision incurred bythedqian- 
ment or NGO concerned in terms of their salaries and their treiuport. 

3 The benefits and cosu are comparable across projects because they are all at 1989-90 
prices and also expressed in terms of per hectare of respective project areas. 

4 In two cases the c^ flows are discounted at a uniform rate over the enUie project 
period in one case at 3 per cent, in another at S per cent. In the third case we have 
used variable rates of discount over the project period where the first ten years arc 
discounted at 3 per cent, the next ten at S per cent and the remaining period at 8 per rent. 


Table 3: Net Present Value of Per Hectare of Project Area 
(1989-90 prices summed up for flows up to SO years) 

(Values tn thousand Rsf 


OiKcouni 



Projects 



Chinnam- 

bally 

Kabaka 

Sathena- 

hally 

Siddapura 

Ihda pally 

A Full benefits net of costs excluding opportunity cost of grazing 


(A.I minus B.I in Ihble 2) 





3 per cent 

1223 

1803 

240 

6675 

710 

3 per cent 

758 

1146 

120 

3471 

435 

3, 3 and 8 per cent 

382 

774 

45 

1866 

330 

B Full benefits, net of costs including opportunity cost of grazing 


(A.I minus BJ in Ihble 2) 





3 per cent 

1210 

1785 

218 

6633 

687 

3 per cent 

746 

1131 

104 

3453 

419 

3, 3 and 8 per cent 

369 

761 

44 

1832 

316 

C Benefits reduced by 30 per cent net of costs excluding opportunity cost of grazing 

(A.2 minus B.I in Ihble 2) 





3 per cent 

590 

884 

106 

3191 

346 

3 per cent 

364 

360 

50 

1647 

211 

3. 3 and 8 per cent 

182 

376 

21 

876 

139 

D Benefits reduced by 30 per cent net of costs including opportunity cost of grazing 

(A.2 minus B.2 in Ihble 2) 





3 per cent 

575 

864 

84 

3169 

323 

3 per cent 

352 

545 

34 

1631 

195 

3, 3 and 8 per cent 

169 

363 

7 

862 

143 

Notes: 1 See notes to Ihble 2. 






2 The NPVs hoe ate calculated from original figures and then rounded off. As such 
they may not accurately represent differences between respective A-s and B-s in Ihble 2 
as they arc also rounded off to thousand rupees. 
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in M fiu u IRR is Goooeraed. Since there 
could be siUtrarinett in the choice of a dis> 
count rate, however judiciouiiy considered, 
IRR is ofum preferred which obviates such 
a choice. Even then IRR cannot obviate the 
judgment as to what level of IRR can be 
oonsideied economically worthwhile. Where 
it is obviously high enough, this problem 
does not arise, as has happened in the case 
of our selected projects. 

The poiod involved in considering the 
stream of benefits and costs is very impor¬ 
tant. In the preient study, we considered the 
flows of befits and costs over a period of 
up to SO years rince the start of the project. 
Evaluatkins of social forestry projects do not 
normally take such long periods, in the pro¬ 
cess under-estimating their total produce and 
hence their economic viability.' But we 
believe this to be a more reasonable period 
on the basis of our interviews with farmers 
and local forest officials. Most of the species 
planted like jack, tamarind, mango, acacia 
nilotica (Kar^ali) and others last well beyond 
so years, and are not expected to be cut 
before except in the case of purely commer¬ 
cial species like bamboo, eucalyptus and 
casuarina. In the latter species, we have taken 
their life span to be much shorter than SO 
years (see Appendix-1), allowing for coppic¬ 
ing in the case of eucalyptus. Though 
farmers in farm forestry may harvest these 
commercial species earlier than wc have 
assumed,’ we do not consider it likely to 
happen in well guarded and maintained 
sodid forestry projects. Where social forestry 
plantatioiu are not guarded at all and where 
people's co-operation is minimal or nil, the 
trees valued for their wood may be cut even 
sooner than five years. We have assumed, 
however, that this will not be the case in the 
selected projects, since at least thus far there 
was no evidence that this would happen. We 
reiterate that flows of benefits from all trees 
are not uniform. In the case of trees cut 
before 50 years, we do not assume replan¬ 
ting and resumed flows. The flows pertain 
to plantations as existing during our field 
work in 1989-90. 

Selected Projects and Data Base 

The five social forestry projects selected 
by us are in villages called Chinnambally in 
Mysore district, Kabaka in Dakshina Kan¬ 
nada district, Sathenahally in Tumkur 
district, Siddapura in Chitradurga district 
and Ikdapally in Bidar district. A few details 
regarding the projects are preaentEd in Ihble 
1. They refer to their location, year of star¬ 
ting, the common land still available to the 
village for free grazing after deducting the 
social forestry land, the type of species 
planted, the agency behind the project, 
population of respective villages as in 1989 
and animal population (in standardised 
units) per hectare of total grazing land before 
social forestry during the same year. 

Except the project in Dakshina Kannada 
and to some extent the one in Mysore 
district, the projects are in semi-arid tracts 


and all the lands taken up were highly 
degraded in all the villages. This was per¬ 
sonally observed by us, and the contrast bet¬ 
ween land taken up under social forestry and 
other common land was in most cases quite 
sharp. There was a copious growth of grass 
and the seedlings planted were growing well 
in project areas. In the remaining grazing 
lands, even the grass cover was poor. 
Sathenahally project in TUmkur district was 
planned mainly to raise fodder, but it had 
also a few trees like mango and neem desired 
by the locals. In all the cases, the locals were 
consulted, though formal village committees 
for management of the projects had not 
come up. Commercial species dominated 
only in two projects, Kabaka and Ihdapal- 
ly. Of the five selected projects, three were 
taken up by the social forestry wing of the 
forest department, one by Dry Land 
Development Board of the government of 
Karnataka (Dl.DB), and one by a voluntary 
organisation (TRDF) Thus, wc have a cross- 
section of a variety of projects even within 
the limited sample. This has enabled us to 
conclude that our results about economic 
viability are not unique but hold good for 
different types as well. We should also add 
that we had not consciously planned to take 
only the successful projects. We had no idea 
of their economic and financial viability at 
the time of their selection. 

The data on benefits and costs were col¬ 
lected by us at two levels for the purpose of 
this paper. The project level data were col¬ 
lected by visiting the project area and spend¬ 
ing a few days in respective villages, inter¬ 
viewing project officials, local functionaries 
and villagers. Apart from details of initial 
investment expenses, recurrent expenses, 
maintenance, water, replanting, etc, were 
noted. The types of species and the number 
of surviving trees under each species in the 
projects were also noted. The grass and side 
branches harvested by villagers were taken 
note of. Then the information ai the level 


of diffeicnt types of trees was gathered Kodi 
from knowledgeable farWrs and forest of¬ 
ficials regarding the life span, the average 
age they are expected to be cut, usufruct ex¬ 
pected every year and their prices in villages 
in 1989-90, the volume of timber expected 
from a mature tree and the prices eipccted 
from their sale in 1989-90, etc. Since the 
usufruct is low for the initial years but in¬ 
creases after some time, this information was 
also obtained for different trees. In other 
words, we tried to build profiles for eaef. tree 
planted This was not an impossible task, 
as we needed this information mainly for 
about 17 types of trees. 

SENSITIVIIV ANAlYStSOF ECONOMIC 
VtABILtTY 

We shall first discuss the results of 
economic viability and then go to financial 
viability. The results of our economic evalua¬ 
tion are presented in Dibles 2 to S. It may 
be seen from them that we have used dif¬ 
ferent sets of assumptions to try out the 
robustness of our results, through what is 
known as sensitivity analysis. Wte have shown 
12 different estimates in Ikbles 2 to 4. First, 
we take benefits at full value of benefits as 
estimated by us. We also allow for the 
possibility that the expected benefits may fiul 
in some years, which are therefore uniformly 
reduced by 50 per cent.” Against the pro¬ 
bability of full benefits realised (I) or none 
(0), a probability of 0.5 of the benefits being 
realist, does not seem an unreasonable 
assumption for our sensitivity analysis. It is 
not pilferage perse which worries h^ sinoe 
whether ii is pilfered or taken gracefully and 
officially by people makes no difference to 
our economic accounting, as both are taken 
as benefits. But pilferage could involve un¬ 
sustainable use, such as cutting down some 
trees before maturity. We can therefore ex¬ 
pect that benefits may be less than full, but 
not so drastically low that a social forestry 


Table 4: Benefit-Coct Ratios 

(Present value of benefits per unit of present value of costs in rupees) 


_ Projects _ 

Rate of Chinnam- Kabaka Sathena- Siddapura Ihdapally 

Discount bally hally 

A Full benefits over costs excludiijg opportunity cost of grazing 


3 per cent 

29 

SO 

9 

24 

40 

5 per cent 

27 

44 

7 

21 

33 

3, 5 and 8 per cent 

22 

35 

5 

17 

28 


B Full boiefits, over costs including opportunity cost of grazing 


3 per cent 

21 

32 

5 

22 

18 

5 per cent 

19 

28 

4 

19 

' 15 

3, 5 and 8 per cent 

13 

22 

2 

15 

13 


C Benefits reduced by 50 per cent over costs excluding opportunity cost of grazing 
3 per cent 14 25 S 12 20 

5 per cent 13 22 4 10 16 

3, 5 and 8 per cent II 18 2 9 14 

D Benefits reduced by 50 per cent over costs including opportunity cost of giaziiig 
3 per ceni II 16 3 II 9 

5 per cent 9 14 2 9 8 

3, 5 and 8 per cent 6 II 2 8 7 

Nore; See notes to Tkbic 2. 
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plantation vanishes altogether within a few 
years. 

From each of these two different sets of 
bencrit levels (full and half respectively), we 
deduct two different levels of costs. One ex¬ 
cludes the opportunity costs in terms of 
grazing deprived on the social forestry pro¬ 
ject area, and the other includes such costs 
through the procedure described in a 
preceding section. This gives us four sets of 
possibilities, to each of which we apply two 
tyiies of discount rates, the first a uniform 
rate of discount over the entire project 
period, and the second variable rates of dis¬ 
count over the project period. The analysis 
using uniform rates of discount applies two 
discount rates, 3 per cent and alternatively 
5 per cent over the entire project period. In 
the type where we use variable rates of dis¬ 
count over the project period, the discount 
rates arc 3 per cent for the first 10 years, 
5 per cent for the next 10 years and 8 per 
cent for the remaining period (i e, 21 to 50 
years). We have already discussed the ra¬ 
tionale behind such rates in a preceding .sec¬ 
tion. This gives us 12 possibilities in deriv¬ 
ing NPV and BCRs. In the ca.se of IRR, the 
rate of discount is derived and not assum¬ 
ed; we are left with only four possibilities 
in this ca.se (see Tkble 5) 

Tiible 2 presents the absolute magnitude 
of benefits (gross returns) and costs 
separately (in thousa id rupees) per hectare 
of project area, so tha* they can be compared 
acro.ss projects, lable 3 presents net present 
values (NPV) obtained after deducting costs 
from gross returns They are sums of the pre¬ 
sent (discounted) values of flows of benefits, 
costs and NPV respectively up to 50 years 
It may be recalled that not all flows are up 
to 50 years and that the flows for trees like 
eucalyptus, casuarina and acacia auncuiifor- 
mis are much shorter, but no replanting and 
resumed flows arc assumed in this case. It 
may, therefore, be misleading to divide the 
sum of present values of benefits and costs 
by 50 to derive average value per year hec¬ 
tare. The benefits and costs are for planta¬ 
tions as they exist at present without allow¬ 
ing for any significant reinvestment or 
replanting. To that extent the full produc¬ 
tive potential ot the project area is 
underestimated. Nevertheless, it is note¬ 
worthy that all the projects show positive 
NPV under the most rigorous assumptions, 
and our finding of economic viability of 
social forestry projects is robust enough to 
stand rigorous tests of sensitivity analysis. 

Interestingly, the project at Siddapura has 
both the highest benefits as well as highest 
costs, and also the highest NPV per hectare 
(sec Thble 3). The project area is also the 
smallest, and obviou.sly the most productive 
use is made of the limited area. It may be 
noted from Table I that the density of trees 
IS highest in this project (about three trees 
per 10 .sq metre area) and contains some 
valuable trees like teak too. It is a mixed 
plantation containing casuarina, eucalyptus, 
as well as fruit trees. Density is .so planned 
that commercial s(>ecies can be grown and 


harvested by the time fruit trees attain their 
maturity and spread their crown. The pro¬ 
ject is under an NCjO, working under the in¬ 
spiration from a swamiji who is highly 
respected in the area. The technology 
adopted by them is investment-intensive. The 
whole project area is trenched and enclosed 
to prevent grazing, and there is a watchman 
employed by the NGO. Grass is harvested 
by cutting and taking it out, and the plan¬ 
tation IS good. The cost of trenching is 
significant, but is recovered within three or 
four years because quick growing trees are 
planted on the soil put on the inner side of 
the trench. Though the project is maintain¬ 
ed properly and functioning well, and there 
is even a committee of local villagers to 
oversee the plantation, it is open to question 
whether it would continue to be so if and 
when the swamiji and his NGO withdraw 
iheir interest from this particular project in 
order to take up similar projects in other 
areas. 

At the other extreme, there is fiaihenahally 
project which has the lowest-NPV per hec¬ 
tare, though positive. This is mainly a fod¬ 


der plantation with the lowest density of tree 
population among the selected five projects 
(only two trees per l(X) sq metres). This is 
under the DLD^ but this is incidental and 
need not reflect on the agency’s effectiveness. 
The main point is that a fodder plantation 
may not be directly as economical as tree 
plantations, but even low-value fodder is 
necessary to support the local economy of 
animal husbandry, especially of poor house¬ 
holds. In this sense the larger bmefits from 
a fodder-based plantation such as in 
Sathenahally may not be adequately 
reflected in our estimates of benefits, even 
though fodder was valued at its marginal 
value product. This is stated only to caution 
against judging Sathenahally project and 
such other fodder plantations in terms of 
benefits measured either at market prices of 
the produce or even at marginal value 
product. 

It is interesting again that in terms of 
overall economic viability, the more com¬ 
mercially oriented projects like Kabaka do 
not fare as well as Siddapura. Kabaka has 
mainly casuarina and cashew. As such. 


Tabi t 5: Economic Viability in Terms of Iftternal Rates of Returns 
(Per cent at constant prices) 


Assumption 

Chinnam- 

Kabaka 

Sathena¬ 

Siddapura 

Thdapally 


bally 


hally 



A Full benefits, costs excluding 
opportunity cost of grazing 

B Full benefits, costs including 

32.7 

60.6 

79.0 

43.9 

36.6 

opportunity cost of grazing 

C Benefits reduced by 50 per cent. 

28.2 

53 3 

21.9 

41.0 

30.3 

costs exclude opjjortunity cost 
of grazing 

27.8 

45.0 

19.5 

33.9 

28.7 

D Benefits reduced by 50 per cent. 






costs including opjxrnunity cost 
of grazing 

23.5 

38.7 

10.4 

31.6 

23.1 


Tabi 16- Present Value of Financial Returns of Project Area 
(1989-90 prices summed up for flows up to 50 years) 

(Values m thousand rupees) 

Projects 

Rate of Chinnam- Kabaka Sathena- Siddapura Dirlapaliy 

Discount bally hally* 

A Present value of gross returns per hectaie: 

I At full value of timber, poles, bamboo and cashewnut, and 50 per cent of the value of fudwood 
harvested at the end and of commercial grass; 


3 per cent 

1193 

1787 

131 

2802 

636 

5 per cent 

739 

1134 

59 

1260 

391 

3, 5 and 8 per cent 

367 

784 

24 

590 

295 


2 At 50 per cent of the value of timber, poles, bamboo and cashewnut, and 25 per cent value 
of fuelwood and of commercial grass: 

3 per cent 598 894 66 1401 318 

5 per cent 370 567 30 630 196 

3, 5 and 8 per cent 183 392 12 295 148 

B Present value of cosu per hectare (paid out costs): 


(Excluding opportumty cost in terms of grazing) 


3 per cent 

45 

34 

29 

294 

18 

5 per cent 

30 

23 

20 

177 

14 

3, 5 and 8 per cent 

18 

22 

16 

114 

12 


Notr. * Since Sathenahally project is mainly a fodder plantation and jiroposcs to sdl a major 
part of its produce commercially, 30 per cent of its fodder output is assumed to be sold 
and is included in the full benefits. Fodder it not included in other projects for firumdai 
virdnliiy analysis. 


'x^0 
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benefits outside the market framework are 
not prominent and reduce its overall viabi¬ 
lity. Even in financial terms, though shelled 
cashewnuts fetch a good price, raw nuts do 
not. Moreover, cashew tree timber is not any 
more valuable than firewood in the market. 
Kabaka, however, has the second highest 
NPV per hectare, though a distant second. 

Another test of economic viability is BCR 
which indicates the productivity per unit of 
cost (see liible 4). It is the reciprocal of cost 
per unit of output. However, by itself this 
is not a satisfactory criterion, because an 
enterprise can earn more profits than 
another in absolute terms even if the former 
has lower productivity per unit of cost or 
higher cost per unit of output. What matters 
more is NPV in absolute terms. It is never¬ 
theless important to make investment in 
social forestry as rost-effective as possible, 
and from this point of view BCR is a useful 
indicator. 

It can be seen from Table 4 that Kabaka 
has the highest BCR among the five projects, 
and Sathenahaily has the lowest. It is in¬ 
teresting that Sathenahaily project has the 
lowest NPV as well as the lowest BCR 
Nevertheless, even this project obtains two 
times more benefit compared to cost incur 
red under the most rigorous lest (Table 4 last 
row). Even a project which is seemingly the 
least efficient or productive per unit of cost 
among the selected projects is still 
economically worthwhile. 

Ikble 5 presents the economic viability of 
the projects in terms of IRRs. Even the least 
IRR applying the most rigorous test (see the 
last row) IS 10.4 per cent in the case of 
Sathenahaily, which is quite high consider¬ 
ing that the flows are at constant prices 

Thus, all the three criteria—NPV, B'''R 
and IRR—show the economic viability of 
social forestry projects in a favourable light 
even under rigoious assumptions and they 
stand the test ot sensitivity analysis Wc shall 
now turn to financial viability 

fiNANCIAl VIABILII V tit SlU IM 
I ORLSIRV 

For the analysis of financial viability, we 
have among full benefits limber, poles and 
bamboo, cashewnut (the only lo be includ 
ed among usufruct), 50 per cent of fuel- 
wood, and 50 per cent of commercial grass 
grown through broadcasting seeds (in 
Sathenahaily), but excluding all other 
naturally grown grass (in other projects). Not 
all firewood is to be given free, but only half 
That is how the other half is included in 
financial analysis Similarly, though all 
natural grass is to be given free, Sathenahaily 
IS a specifically fodder plantation growing 
commercial grass, al least half of which is 
to be sold commercially, and half distributed 
locally free or at nominal prices. The pro¬ 
ject is yet to reach its full productive poten¬ 
tial in grass yield, but we have taken note 
of actual yield as reported and not its true 
yield. There is thus some underestimate of 
its future output in our analysis. Though 


normally all usufruct is considered as 
available free to the locals, cashewnut is an 
exception. It is a commercial crop, and 
Kabaka project has raised it as such. That 
is how only cashewnut is included among 
usufruct for financial analysis. 

As in the case of economic viability 
analysis, we have considered returns at two 
levels—Bill and half. This means also that 
at half levels, we include only 2S per cent 
of the fuelwood and commercial grass since 
SO per cent of them is taken at full returns 
level. Another difference between our 
economic and financial analysis here is that 
on the cost side, the opportunity cost in 
terms of grazing foregone is included among 
costs for the former, but not in the latter. 
In financial viability analysis, wc are con¬ 
cerned only with cash returns and cash costs. 


The prices used in both economic and 
financial analysis are the same, it may be 
recalled that no shadow prices were us^ in 
economic analysis, except for fodder which 
was valued at its estimated MVP, at Rs 271 
per tonne, have valued commeicial grass- 
also at the same price, though higher prices 
are expected. Since however no sale of grass 
on proper lines had taken place from the 
Sathenahaily project during the initial years 
till our study, wc have used MVP only for 
its valuation. 

The results of financial viability analysis 
are presented in Dibles 6 to 9. can see 
from Hible 7 that NPV of financial returns 
is positive from all projects at the discount 
rales of 3 and S per cent, both for full returns 
and for returns taken as half. Only when the 
more rigorous variable rates of discount of 


Table 7; Nrr Present Value of Financial Returns Per Hectare of Proiect Area 
(1989-90 prices summed up' for flows up to 50 years) 

(Kihses in thousand rupees) 

Projcctt 

Rate of Chinnam- Kabaka Sathena- Siddapura Ikdapally 

Discount bally hally* 

A Full returns from timber, poles, bamboo and cashewnut, and 50 per cent from fuelwood and 
commercial grass net of costs; 


(A.) minus B. in Thble 6) 





3 per cent 

1150 

1753 

102 

2508 

618 

5 per cent 

709 

1109 

39 

1083 

377 

3, S and 8 per cent 

349 

762 

8 

476 

283 

B Returns (A) reduced by 50 per cent. 

net of costs 




(A .2 minus B in Tkble 6,t 





3 per cent 

553 

860 

37 

1107 

300 

5 per cent 

340 

542 

10 

453 

182 

3, 5 and 8 per cent 

165 

370 

-4 

181 

136 

Notr. * As in Tkble 6. 







Table 8: Financial Return-Cost Ratios 


(Present value of return per unit of present value of costs in rupees) 





Projects 



Rate of 

Chinnam- 

Kabaka 

Sathena- 

Siddapura 

Ikdapally 

Discount 

baify 


hally* 



A Full returns from timber, poles, bamboo and cashewnut, and 50 per cent from fuelwood and 

commercial grass, over costs: 





3 pel cent 

27 

52 

4.6 

9.5 

35 

5 per cent 

25 

45 

3.0 

7.1 

29 

3, 5 and 8 per cent 

20 

35 

1.5 

5.2 

24 

B Returns (A) reduced by 50 per cent. 

over costs 




3 per cent 

13 

26 

2.3 

4.8 

17 

5 per cent 

12 

22 

1.5 

3.6 

14 

3, 5 and 8 pei cent 

10 

18 

0.7 

2.6 

12 


Note' ' As in Tible 6. 


Table 9- Financial Viability in Terms of Internal Rate of Returns (Per Cent) 

(At constant prices) 


Assumptions Chinnam- Kabaka Sathena- Siddapura Thd apal l y 

bally hally* 


A Full returns from umber, poles, 
bamboo and cashewnut. and 50 
per cent from fuelwood and 

commerciai grass 30.6 56.1 11.8 21.8 31.8 

B Returns (A) reduced by 50 per cent 26.3 42.8 7.0 15.4 25.8 


Note. * As in Tkble 6. 
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3, S and R are applied. NPV becomes 
negative from Sathenahally project but only 
when returns ate taken at half value. If they 
are taken at full value, even Sathenahally 
emerges as financially viable On the whole 
therefore all the projects can be taken to be 
financially viable The ranks of different 
projects, however, are not stable across sen¬ 
sitivity analysis, though the lowest in all 
cases happens to be the Sathenahally pro¬ 
ject. The ratios of financitd returns over the 
cost also show a similar picture (see Ihble 8). 

The financial viability seen in terms of 
IRRs (Ihble 9) show encouraging results, as 
they range from 11.8 per cent per annum in 
Sathenahally to 56.1 per cent in Kabaka at 
full value of returns, and from 7 per cent 
to 42.8 per cent in the same projects respec¬ 
tively when gross returns are valued at half 
their normal level. Even the lowest rate of 
7 per cent is satisfactory when we take note 
of the fact that these are real rates for out¬ 
put valued at constant prices and not 
nominal rates. 

We thus find that though the main 
justification for social lorestry is in terms 
of the support it provides to the local 
economy by meeting local bio-mass needs. 
It IS not necessary to do it at a financial loss. 
Social lorestry can yield a financial net 
return high enough to generate a surplus for 
similar investment elsewhere. Though 
Sathenahally, a fodder plantation, comes out 
at a rather low level in this respect, an in¬ 
crease in Its productivity can easily improve 
Its financial pcrtomiance The financial pro¬ 
fitability need not be at the cost of social 
objectives ol the.se projects. That is, it need 
not be by orienting all these species to com- 
meicial species with no relevance to the local 
economy. Even projects which meet the bio¬ 
mass needs of fodder and fuelwood can be 
financially stable 

Ol)R BlASlS 

Before we conclude, we have to make our 
biases explicit. No economic evaluation of 
projects particularly from a social point of 
view is free from bias. But it is important 
to be conscious of one’s biases which either 
underestimate viability or overestimate it. We 
have explicitly stated our biases above in ap¬ 
propriate places. It would be useful to bring 
them together to see whether on the whole 
our bias is towards overestimating viability 
or underestimating it 

First, we list the biases that overestimate 
the costs, and thus underestimate viability: 
(i) we have used actual wage rates in the 
valuation of labour costs, instead of the 
lower shadow wage rates which reflect the 
opportunity costs of hired labour; (ii) since 
the highest reported salary of watch and 
ward staff was taken, they are overestimated 
for some projects: (iii) oppiortunity costs of 
social forestry in the form of free grazing 
access lost by local people in the concerned 
land are estimated even where the concern¬ 
ed land hardly had any grass cover left due 
to erosion; moreover, such opportunity costs 


Appendix 

Table A-1: Norms Adofteo* in Estimating Different Types of Benefits 


Species 

Life Span Average 

Rate 

Yield of 

Rate*** 

Timber 

Rale 


Assumed 

Yield of 

(Rs) 

Fuelwood/ (Rs) 

Yield 

(Rs) 



Usufruct/ 


llree When 

Per Tree 




Tree/ 


the Tree is 






Annum** 


Felled 




1 Mango 

50 years 

500-2000 

0.23 

1 tonne 

300-400 

0.708 M’ 

5313/M’ 



Mangoes 

per fruit 


per tonne 



2 Nerale 

50 years 

50-125 kgs 3 per kg 

1 tonne 

300-400 


5313/M’ 

(Rose apple) 

(fruit) 



per tonne 

1 M» 

3 Dimarind 

50 years 

25-75 kgs 

5 per Kgs 

2 tonnes 

300-400 

0.849 M^ 

5313/M’ 



(fruit) 



per tonne 


5313/Vl’ 

4 jack 

40 years 

25-100 

3 per fruit 0.5 tonne 

300-400 

0.707 M^ 



(fruits) 



per lonne 



3 Subabul 

15 years 

10-25 kgs 

0.25 per 

0.15 tonne 300-400 

— 

— 



(fodder) 

kg 


per tonne 



6 Acacia Auri-20 years 

— 

— 

0.3 lonne 

300-400 

0.2 M’ 

5313/M’ 

cultiformis 
7 Honge 

50 years 

5-20 kgs 

2 per kg 


per tonne 



(Pongamia 


(pods) 






Pinnata) 


90-300 kgs 0.20 

2 tonnes 

300-400 


— 



(green 

manure) 

per kg 


per tonne 



8 Neem 

50 years 

5-15 kgs 
(seeds) 

I ficr kg 



0 991 M’ 

5313/M’ 



l50-300kgs0.20 

1 tonne 

300-400 



green 

manure 

per kg 


per tonne 



9 Teak 

50 years 

— 

— 

0 5 tonne 

300-400 
per tonne 

2 M' 

13,320/M’ 

10 Euca- 

20 years 

— 

- 



Total 

2100/M’ 

lyptus' 






biomass 
per tree 








per harvest 
- 0.01 M’ 

II Casuarina 

30 years 

— 

_ 

0 6 loniie 

300-400 

Poles = 

800 jicr 






per tonne 

0.2 tonnes 
per tree 

tonne 

12 Sisso 

30 years 

— 

— 

0 5 lonne 

300-400 
per tonne 

0 566 M’ 

5313/m’ 

13 Seeme- 

20 years 

— 

- 

0 4 tonne 

300-4(K) 

_ 

_ 

tangadi 





per tonne 


5313/M’ 

14 Acacia 

25 years 

15 kgs/ 

0.15 

0 5 lonne 

300-400 

0.424 M’ 

Nilolica 


trec([>ods) per kg 


jier lonne 



IS Bamboo 

8 years 

-- 

— 

2 kgs 

3-4 

Poles = 

560 j)er 






per kg 

40 kg/Pole lonne 

16 Hippe 

50 years 

5-20 kgs 
(pods) 

1 per kg 







50-100 kgs 0 25 

2 tonnes 

300-400 

0 7078M’ 

5JI3/M’ 



(fodder) 

per kg 


per tonne 



17 Cashew 

40 years 

5-40 kgs 

2 per kg 

0 6 lonne 

300-400 

— 

— 



(fruits) 
2.5-20 
kgs (nuts) 

25 jrer kg 


per lonne 



18 Grass (fodder): (guinea panic, guinea makuni; guinea hamil and stylo scabra) 



Notes: * Based on norms given by the rore.st officials as well as our own figures recorded as 
[icr the village level data obtained at the time of our survey. 

** We have assumed variations in the yield of usufruct, since it varies according to age 
of the tree. 

*** Fuelwood rate is based on the rate prevailing in the sample villages and hence varies 
from village to village. 

4 During the life span of eucalyptus, we have assumea output will be harvested three 
times, i e, 1st harvest when the trees become 10 years old, subsequently 1st and 2nd 
coppices once in five years. 

4 4 Grass (fodder) yield per annum has been estimated for the project period based on 
the realised (harvested) output of fodder from the project area during the first two years. 
The average yield of fuelwood (dead and fallen twigs, leaves, etc, and also when thin¬ 
ning of plantation is done) and fodder per annum from the project area has been 
estimated based on the realised output per annum (i e, fuelwood collected and fodder 
harvested or grazed by the animals) from the projects. 
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Table A-2: Composition of Costs and BENtrirs (Pf.R Ceni ) 
(Based on Discounted Present Values) 


Items 








Project! 









Chinnambally 


Kabaka 


Sathenahally 


Siddapura 


Tadapall 

y 

Discount rates (per cent) 

1 3 

5 

3. 5, 8 

3 

5 

3. 5. 8 

3 

5 

3, 5, 8 

3 

5 

3, 5, 8 

3 

5 

3. 5, 8 

A Costs 

1 Initial 

3.6 

5.1 

7.1 

8.9 

11.9 

13.6 

2.9 

4.1 

4.9 

2.3 

3.7 

5.6 

86 

11.7 

13 5 

2 Recurring cost without 
opportunity cost 70.9 

65.5 

52.5 

54.2 

51.0 

48.6 

52.8 

50 9 

49.0 

90.5 

88.0 

83.5 

36.2 

34.4 

33.6 

3 Opportunity cost 

25.5 

29.4 

40.4 

36.9 

37.1 

37.8 

44.3 

45.0 

46.1 

72 

8.3 

10.9 

55.2 

53.9 

52 9 

4 Total cost 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

B Benefits: 

1 Fodder pods and 
grass 

2.8 

3.2 

5.4 

0.9 

1.0 

1.4 

17 4 

22.8 

.34.9 

5.6 

6.1 

6.7 

2.4 

2.6 

29 

2 Fruits and nuts 

— 

— 

— 

96.1 

%.4 

97 1 

21 4 

22 9 

23.1 

41.0 

45 4 

47.9 

- 


— 

3 Seeds 

— 

— 

— 

— 

— 

— 

3.0 

3 .3 

3.8 

0.4 

0.4 

0.5 

0.7 

0.7 

0.6 

4 Green manure 


— 

— 

— 

— 

— 

13.9 

16 0 

19 6 

10.3 

11.5 

13.2 

3.5 

3 4 

29 

5 Fuelwood 

6.1 

6.1 

60 

1.2 

1.0 

0.5 

4.1 

3 2 

1 7 

4.9 

4.2 

3.8 

8.7 

89 

9.6 

6 Poles bamboo, etc 

0.2 

0.2 

0.4 

— 


— 

2.6 

28 

2.3 

— 


— 

7.4 

8.5 

10.8 

7 Timber 

91.0 

90.5 

88.2 

1 8 

1.6 

1.0 

37.6 

29 0 

14 6 

37.8 

32 4 

27 9 

77 3 

75 9 

73 2 

8 Total benefits 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 

(100) 


are taken even when alternative lands were 
available for free grazing. 

Secondly, we list the biases that under¬ 
estimate output and hence the viabiitty: 
(i) Indirect bracfits of social forestry are all 
ignored, only direct benefits in the form of 
directly usable bio-mass from projects are 
considered; (ii) Though quite a few trees like 
eucalyptus and casuarina mature before SO 
years up to which benefits are counted, no 
replanting and revived flow of beirefits from 
replaced trees is considered, (iii) Though the 
projects, particularly in Sathenahally, have 
a higher production potential in respect of 
grass whi^ is expected to be reached shortly, 
wt have taken only the actual yields repont^ 
in the initial years, (iv) There is a case for 
valuing fuelwood at shadow prices higher 
than the prices at which small wood is sold 
by landless labour by collecting it from 
forests and social forestry projects, but we 
have used actual village prices. 

Thirdly, there is only one bias which 
underestimates costs and overestimates 
viability. This consists in ignoring the labour 
cost of supervisory or regular staff of forest 
department. DLOB or NGO as the case may 
be. This staff have to look after several pro¬ 
jects and carry out several other projects and 
duties. It was difflcult to judge what part 
of their annual salary and other costs incur¬ 
red by them (such as transport) can be at¬ 
tributed to the concerned projects. 

Finally, the only assumption which could 
be—if at all—considered as biased towards 
overestimating the output and hence the 
viability it that the concerned projects will 
continue to iireolvc local people and secure 
their co-operation in maintaining them and 
making a sustainable use of them. This is 
perhaps an optimistic assumption, but a 
fairly realistic one The ptojecu may not be 
managed by people themselves, but they 
have certainly been octending their co¬ 


operation. As more and more benefits ac¬ 
crue from the projeas, such co-operation 
will strengthen further. 

On the whole the direction of our biases 
is towards underestimating the viability 
rather than overestimating it, so that the test 
of viability is rigorous enough. 

Conclusion 

This paper clearly establishes the 
economic as vrell as fmancial worthwhileness 
of social forestry projects even under fairly 
rigorous assumptions. This is so under all 
the three measures—NPV, BCR and IRR. 
We have tried only three rates of discount— 
3, 5 and 8 per cent—the last used only for 
the period beyond 20 years. Higher rates of 
discount would be improper when the flows 
of benefits and costs are in constant prices 
as in our case. 

The fairly high economic and financial 
viability of social forestry would show that 
this is a sector very much worth investing 
in. What is more, this investment need not 
be considered as a charity. It needs no sub¬ 
sidisation, as it pays for itself even after 
meeting the bio-mass needs of locals in 
respect of fuelwood and fodder free of cost. 

Even if its products are not consumed 
within the market framework, they would 
contribute to the local economy by increas¬ 
ing the value product or by decreasing its 
costs. For example, green and organic 
manure for soaal forestry projects can 
substitute for fertiliser to some extent. By 
making firewood more easily available, the 
rural poor can spend more time in remunera¬ 
tive employment. Besides, social forestry can 
also contribute directly to local and national 
income by way of usufruct and also when 
the trees are ultinlatdy cut. We have not 
counted indirect benefits in our analysis. The 
direct benefits alone are high enough to 


make the projects economically worthwhile. 

There is a certain economic as well as 
ecological advantage in having more mixed 
type of social forestry projects, instead of 
growing only fodder or commercial trees. 
Ideally, the trees should have different life 
spans so that there are always some trees and 
grass yield to meet the needs of the local 
community. 

However, all the payoffs expected from 
social forestry rest on the assumption that 
local people continue to co-operate in main¬ 
taining and making a sustainable use of the 
projects. If, instead, they allow the ‘tragedy 
of the commons’ to operate and the social 
forests vanish no sooner than they are 
planted, none of what we have said about 
economic and financial viability may hold. 
We do believe however that better sense 
would prevail and that formally or informal¬ 
ly, people’s involvement and co-operation 
would be ensured. 

Nol«s 

[This paper presents results of an ongoing 
research study at the Ecology-Economics Unit, 
Insiiiute for Social and Economic Change, 
Bangalore, as a part of the larger project on 
institutional and economic aspects of regenera¬ 
ting uncultivated lands. Thanks are due to the 
l-ord foundation for supporting the projea; to 
V M Rao who was available to us for discus¬ 
sion in the early phases of the project, which 
helped us in making our questionnaires clearer; 
to R H Itagi for statistical assistance, and also 
to the participants of the seminar on ‘Towards 
Greening India's Wastelands', organised as part 
of the above project at ISEC in December 1991, 
for comments.) 

I A recent economic evaluation of social 
forestry in Karnataka shovDed that while 
IRR for farm forestry was 15 per cent or 
more, it was only 4 per cent for social 
forestry projects jCf Shields et al. 1991]. 
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2 Apart from the question of meeting the bio¬ 
mass needs of the rural poor which social 
forestry can do but to which farm forestry 
is not oriented, the latter is also vulnerable 
to a slump in market prices. Social forestry 
is under no compulsion to cut trees and sell 
timber. A slump in the prices of poles and 
timber is not just a possibility, as it has been 
reported to have happened already in several 
parts of India particularly after 1986, with 
the result that farmers have started 
uprooting eucalyptus and growing annual 
crops (Saxetu, 1^]. 

3 There is a widely prevalent view that the 
market rate of interest truly reflects the op¬ 
portunity cost of capital and hence it should 
be the basis for the choice of the discount 
rate. Whether this is so is open to Question 
in the context of imperfections in the credit 
market. Moreover, there can be no dispute 
that social discount rates ought to be much 
lower than private discount rates. 

4 A PhO thesis by Govindaru V under the 
same larger project as this study is in pro¬ 
gress under the guidance of M V Nadkarni 
in the unit. In this the indirect impact (cost) 
of conversion of natural forests to cultivated 
land is sought to be measured in terms of 
itKteased investment undertaken by farmers 
on soil conservation work, and opportuni¬ 
ty cost in the form of local access to forest 
produce lost. In the context of social 
forestry, the indirect benefit would have to 
be measured in terms ol expenses on con¬ 
servation work and on fertilisers saved by 
the farmers, which is a hypothetical estimate 
which sve have not included here. Oppor¬ 
tunity cost of social forestry in the form of 
free grazing access lost is, however, includ¬ 
ed in our evaluation of costs. 

5 This estimate of MVP (marginal value pro¬ 
duct) was taken from a PhD thesis by Syed 
Ajmal Pasha on the ‘Economics of Small 
Ruminants in Drought-prone Areas ot 
Karnataka' in progress at ISEC under the 
supervision of M V Nadkarni The study 
has estimated MVP for all ruminants as well 
as for small ruminants separately. The MVP 
used in the evaluation here is for all 
ruminants. The MVP was dependable both 
because it was statistically signiHcant, and 
also because the concerned variable was not 
highly inter-correlated with the other input 
(labour). 

6 An alternative to this is to take the animal 
units per hectare in respective villages. Since 
this IS the basts for calculating consump¬ 
tion per animal unit to derive the oppor¬ 
tunity cost. It amounts to assuming that 
even if animal pressure is higher in a village, 
the village grazing lands provide enough 
fodder for alt animals automatically. 
Instead a norm of consumption is derived 
on the basis of regional average (for sample 
villages as a whole). 

7 We mentioned earlier that we had assum¬ 
ed annual maintenance charges for watch 
and ward at Rs 300 to 400 per month per 
project, even though as per our discussion 


with ofTicials such costs are negligible or nil 
after the initial few years of esublishment 
of the social forestry project. Hence, the 
non-inclusion of costs for supervision due 
to the problems mentioned above need not 
result in any serious underestimation of 
overhead costs in ouf analysis. 

8 If a longer productive period is ignored and 
a short period is arbitrarily taken, the pre¬ 
sent value of the sum of benefits would be 
automatically curtailed. In projects where 
only initial investment is significant and the 
recurrent costs are not, such an arbitrary 
curtailment of the productive period cur¬ 
tails not only NPV but also IRR. 

9 This is what Abdul Aziz’s study under the 
same larger research project as ours has 
shown (Aziz, 1991). 

10 However, the actually realised benefits dui- 
Ing the initial years of the project are not 
so reduced. 
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Joint Management of Irrigation Systems 

in India 

Relevance of Japanese Experience 

Ashok K Mitra 

Past experience would suggest that the inadequate attention paid to farm level irrigation water management 
is one of the reasons for low performance of the major/medium irrigation projects in the country. Inis paper 
assesses comparatively the present system of operation, management and distribution of water in surface irriga¬ 
tion in India and the water control institutions in Japan and makes out a case for the relevance of the latter in India. 


Introduction 

RAPID increase in agricultural production 
being the goal of agricultural development 
planning in India, there is a sense of urgen¬ 
cy with which irrigation potential is being 
created in the country. This has led to a 
large-scale investment in public surface ir¬ 
rigation development as well as private in¬ 
vestment in groundwater exploitation, 
specially during last couple of decades. 

A total investment of Rs 19,3.11 crore has 
been made by the government to increase ir¬ 
rigation potential from 22.6 to around 67.9 
million hectares by the end of Sixth Plan 
(1980-85). The Seventh Plan (1985-90) pro¬ 
posed an additional investment ol Rs 17,860 
crore in major, medium and minoi irriga¬ 
tion development, to achieve a target uf 
around 80.5 million hectares ol created ir¬ 
rigation potential. It would appear that even 
after discounting for the price rise invest¬ 
ment in irrigation has increased con¬ 
siderably, particularly during the last decade. 

The outcome of such endeavour, however, 
has not been as encouraging as initially c.\- 
pected and technically possible Several 
reasons have been put forward for poor per¬ 
formance of canal irrigation projects in the 
country. It is argued that emphasis on irriga¬ 
tion has been and continues to be on con¬ 
struction of new projects rather than effi¬ 
cient management, operation and main¬ 
tenance of existing systems. The neglect ol 
post-construction problems also resulted in 
design of new systems with the .same defects. 
Most of the irrigation projects in India are, 
therefore, merely administered rather than 
managed. The poor performance of the 
public surface irrigation systems may be 
identified with (i) low productivity of ir¬ 
rigated agricultural output, (ii) low return 
on investment, (iii) inequitous distribution 
and use of water across the command area 
and amongst beneficiary households, 
leading to underutilisation of potential 
created, measured in the conventional sense. 
While this appears to be the condition at the 
all-India level, there are wide variations in 
such conditions from region to region 
Regions with relatively better water 
availability show somewhat better perfor¬ 
mance than regions with scarce water 
resources. From the foregoing discussion it 
would appear that the operation and 


management aspects of the irrigation 
systems created have been neglected with im¬ 
punity. Past experience with operation and 
management would suggest t hat inadequate 
attention paid specially to the farm level ir¬ 
rigation water management is one of the 
major reasons for low performance of most 
of the major/mcdium irrigation projects in 
the country. 

Keeping in view the importance of the 
farm level irrigation water management in 
improving irrigation efficiency and equity, 
the present paper attempts to examine the 
concerted efforts of scientists and engineers 
with the requisite support from different 
government agencies in far east countries 
like Japan to alleviate the situation leading 
to the development of certain successful and 
interesting models which may have relevance 
for countries like India and may thcrelore 
be worth sharing with a view to improving 
our own systems The paper is divided into 
lour parts, the first part deals with the pre¬ 
sent system of operation, management and 
distribution of water in surface irrigation 
system in India and the need lor improve¬ 
ment In the second pan we discu.ss the watei 
control institutions in Japan to highliglii the 
development ol successful models which 
may have relevance for our country The 
third part examines the main thrust of the 
arguments for the necessity and relevance of 
water control institutions in Indian condi 
lions and based on the Japanese experience 
this part also examines the possibilities of 
incorporating some key elements of 
Japanese system into our own in the quest 
for organising such institution. The last part 
concludes the study and draws some policy 
prescription lor the future. 

I 

Water Control Systems anti 
Water Allocation 

It IS well kn<awn that irrigation helps in 
increasing agricultural production firstly, 
through higher productivity, secondly, 
through increased land use intensity and 
thirdly, through a combination of both. But 
it is perhaps not very well recognised how 
this increase is sought to be brought about 
through the introduction of irrigation Ef¬ 
ficient control of irrigation water distribu¬ 


tion IS supposed to contribute to increased 
agricultural production by making possible 
planting at the optimal time, extending the 
effective cropping season and permitting in 
the process a switch to high productivity 
high value crops. It is obvious from the 
above statement that making available water 
for irrigation in the storage is not enough. 
Its proper and efficient distribution is more 
crucial in bringing about desired changes 
through the introduction of irrigation. Given 
agro-climatic conditions and seed variety, 
the ability of the irrigation system to regulate 
the water supply to individual pieces of land 
in Its command and maintain an appropriate 
level of soil moisture at all stages of the 
growth make a significant difference to out¬ 
come. Within the limits set by the physical 
characteristics of the water source and the 
engineering design of the system, the way 
the distribution is organrsed and managed 
can make a considerable difference to the ef- 
leclivencss with which changes are sought 
to be introduced with the introduction of 
irrigation 

India being a country of continental 
dimension there is marked difference bet¬ 
ween the regions in the manner in which 
distribuiion of harnessed water is organis¬ 
ed l.argc-scale irrigation projects, both of 
storage type and river diversion type have 
been the characteristics of the irrigation 
development in India. Even though in recent 
yeais, in relative terms, the importance of 
these projects have declined as a result of 
rapid expansion of groundwater develop¬ 
ment, the absolute .scale of activity has risen 
steeply The nature of distribution system 
needed depends upon the agro-climatic con¬ 
dition of a region, while what is technically 
feasible has also to match the conditions set 
by socio-economic factors. It should, 
however, be kept in mind that throughout 
India involvement of state in the operation 
and management of the surface irrigation 
systems extends from the source, through the 
mam and branch canals, up to outlets com¬ 
manding around 40 hectares or thereabout. 
The overall responsibility for management 
of each system is vested with a senior official 
drawn almost always from a permanent 
cadre of engineers. The entire project com¬ 
mand is divided into smaller administrative 
units, the management of which rests with 
lowei, intermediate and higher level of 
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ofnctah of the state cadre. Beside tnanage- 
ment, the state has a direct responsibility for 
maintenance of all major canal systems. 

In general in India the canal system is 
geared to a specified crop pattern (i ct dis¬ 
tribution of irrigable area under seasonal, 
two seasonal, perennial as well as heavy 
water using crops like paddy,-sugarcane, 
banaiu, etc). The crop-mix is decided and 
incorporated in the system on the basis of 
careful evaluation of seasonal rainfall, like¬ 
ly water supply in the reservoir, the water re¬ 
quirement of different crops under different 
soil conditions as also the extent to which 
water intensive crops like, paddy, sugarcane 
can be sown. In general, the systems are 
designed for continuous operation of the 
main caiuds except during the closure period 
which varies depending upon the needs of 
maintenance and on the crop pattern. The 
operation of branch canals and distributaries 
are continuous in some systems, rotated in 
others. There are, however, important dif¬ 
ferences in the way canal supplies are 
regulated in any particular year or season 
in different regions of India. A paper on 
water control institutions and agriculture 
gives a fairly derailed account of all these 
aspects (Vaidyanathan, 19gS|. Some of the 


most commonly used managed systems in 
India include, rotational, intermittent and 
continuous flow systems. 

In north India where rotational system is 
followed the water delivered to farms is ra¬ 
tioned according to a pattern of rotation at 
water-course level worked out in advance on 
the basis of forecast of available water every 
season. The entitlement of water is in pro¬ 
portion to the area and the cropping pattern. 
There is no control on cropping pattern but 
It is sought to be effectively limited by the 
rigid schedules and the amount of water. The 
northern system is more flexible because it 
attempts to match the available supply with 
farmers’ demand. Rotation of supply bet¬ 
ween minor branches and distributaries is 
common during the winter season; there is 
reportedly no rotation between outlets. It ap¬ 
pears that the system provides a potential 
means for enforcing some sort of equitable 
rationing of water in periods ol shortage. 

In western India the intermittent flow 
system is followed. Water delivery is accor 
ding to area served and the types of crops 
grown. The annual operation of the systems 
IS decided on the basis of the supply posi¬ 
tion in the reservoir, but deliveries in dif¬ 
ferent branches and distributaries/minors 


are regulated on the basis of the area under 
different crops in different parts of com¬ 
mand. The system in western India is 
supply-based in as much as control is exer¬ 
cised on the choice of the crops by canal 
management of the state by stipulating the 
cropping pattern. Applications are called 
from the farmers to indicate the area and 
the crops that they wish to grow within the 
stipulated cropping pattern. If the demand 
is more than the available water reduction 
in allocation is made in proportion to the 
land area. The supply schedules are prepared 
in advance for each rotation though the rota¬ 
tion schedule is changed many a times in the 
course of operation. The area irrigated per 
unit discharge in a rotation is the index of 
system efficiency. 

In south India and in humid and sub- 
humid parts of India where rice-based crop¬ 
ping system is prevalent, depending on the 
supply in the reservoir, water is released to 
the command area from a fixed date at the 
beginning of the crop sca.son till the maturity 
of the main crop In such areas water flows 
continuously for the duration of the crop 
and the schedules designed are on the con¬ 
cept of duly, I e, ihe area that can be ir¬ 
rigated by a unu discharge flowing con- 
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tiiHioiuiy. In this lystem no effon is made 
to asoedain the demand for water on a week¬ 
ly or fortnightly basis which may vary ac¬ 
cording to rainfall and period of sowing of 
the crop. 

All these systems of distribution and 
regulation of canal water have their short¬ 
comings and disadvantages from the point 
of view of efficient utilisation of available 
water for irrigation. The system followed in 
western India exercises some control on the 
choice of crops, which is resented by the 
users, besides the system gives rise to 
maldistribution of water not only between 
different reaches of canal command but also 
between different crops. Evidences from the 
studies carried out on irrigation water 
management in Maharashtra bring out this 
fact clearly [Rath, Mitra, 1987; Mitra, 
1988]. These'studies show that not only do 
the farmers not adhere to the stipulated 
cropping pattern, but also a large pan of the 
command area either does not get any water 
or gets very littit Heavy water using crops 
like sugarcane arc preferred which leads to 
underutilisation of irrigation potential 
created and also make the tail-enders suffer 
on account of lack of availability of water 
(Mitra. 1986). In addition considerably large 


transmission and distribution losses ate also 
reported. Many tracts of land in the upper 
reaches of the command area are reported 
to have been affected by serious waterlog¬ 
ging due to heavy use of surface water 
without any adequate drainage facilities. The 
present manner of distribution .of water 
makes it possible for a user to take water to 
his field to his full satisfaction but, which 
may not have any relation with crop water 
requirement at different stages. All these 
reflect the low efficiency with which such 
systems operate 

In south Indian system, as mentioned 
earlier, the rotation system is not in vogue 
hence in the period of water shortage there 
are no well defined procedure to assure 
predictability of supplies and equitable 
distribution of water to each outlet. Under 
such a situation inevitably the areas close to 
head reaches of the distribution system are 
in a relatively better position with degree of 
certainty falling as one moves towards the 
tail-end. 

Even injiorth Indian system, which ap¬ 
pears to have built-in method of handling 
shortage situation, scheduling is less flexible 
than what would the system suggest. It is 
reported in some studies that while the 


farmers can be reasonably certain about the 
rotation schedule as between distributaries, 
channels in terms of supply of water, no 
assurance as to the amount of water they 
would get could be given. The uncertainty 
of timing and volume of supplies at the indi¬ 
vidual farmer’s level, which is determined by 
a further rotation system below the channel 
outlets, is considerably greater If at all in 
north India the 'warawandi' system of dis¬ 
tribution of water is relatively and partially 
successful, it is largely because canal water 
is supplemented by groundwater, through 
well irrigation, as and when required, 
specially during the period of shortage. 

It would not be far from the truth to sug¬ 
gest that more generally most surface irriga¬ 
tion systems in India fail to conform to 
distribution and allocation of water visualis¬ 
ed in the original design. A great deal of 
assumptions are involved in ex-ante work¬ 
ing out the distribution and allocation pro¬ 
cedure, such as (i) availability of water in the 
system during different seasons and its 
variability, (li) cropping pattern in different 
reaches of the canal command, (iii) crop 
water requirement, and (iv) losses in con¬ 
veyance and field application. It is not sur¬ 
prising that many of these turn out to be 
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either erroneous or mutually inconsistent 
because they are based mostly on inadequate 
and superficial data and observatioiu which 
may at times turn out also to be inaccurate. 
Project reports for planned irrigation 
development and utilisation arc often sought 
to be made ready in a short period that does 
not allow detailed technical and socio¬ 
economic investigation and scrutiny, often 
because of political exigencies. In addition 
to these problems in most surface irrigation 
systems in India available water for irriga¬ 
tion is less than the demand. Under such cir¬ 
cumstances suitable control on vvater dis¬ 
tribution, both technical and organisational, 
assumes added significance. It is argued that 
the physical control devices arc inadequate 
and crude, hence the canal authorities have 
to take recourse to manual ccuitrol through 
supervision and policing for proper ration¬ 
ing of water supply [Vaidyanathan, I98S). 
As mentioned earlier, in a shortage situation, 
which occurs more often than not in most 
systems, this gives rise to conflict over water 
allocation among different reaches of the 
canal command. 

While knowledge about the distribution 
system and allocation for the main distribu¬ 
tion system above the outlet exists to a con¬ 
siderable extent, the same cannot be said 
with any degree of confidence about the 
allocations below the outlet. In north India 
the warawandi system of rotational water 
supply managed by the users historically and 
backed by administrative support may be 
working with fair degree of success, but, in 
other parts of the country distribution and 
allocation of water below outlet level is in 
pretty bad shape. Evaluation studies show 
that field channels are either non-exLstent or 
are incomplete and dysfunctional under 
most surface irrigation'schemcs. Field losses 
are estimated to be very high, therefore what 
is common in all these systems is enormous 
transmission and distribution losses and 
widespread conflicts over water allocation 
among different segments of the canal com¬ 
mand giving rise to inequitous distribution 
of water and rampant corruption. 

In recent years efforts, have been made to 
draw serious attention towards introduction 
of rotational water supply system in surface 
irrigation in different parts of the country, 
specially in the western part of the country 
where water resources are scarce, scarcer in 
fact than land. The state governments are 
reported to be taking interest in the matter 
along with some community efforts in this 
direction (Hashim Ali, 1980; Kulkarni, Ijele, 
1980; Jayaraman, 1981; Singh, 1983]. As a 
result of these efforts significant changes 
have been taking place both in organisation 
and techniques of water management. One 
important development that took place in 
mid-7Qs was the establishment of Command 
Area Development Authorities (CAOA). 
The CADA was established as a separate 
government agency from the departments 
^ponsible for construction and main- 
mance of the main facilities. The objective 


of CADA is to improve field distflbution 
system both in its physical and organisa¬ 
tional aspects through land levelling, con¬ 
struction of field channels and drainages, 
land consolidation in the canal command 
and also organising farpiers for some kind 
of group management. The original CADA 
programme was very ambitious and all en¬ 
compassing land development, construction 
of field channels/drains, arranging input 
supplies and output marketing, etc. However, 
from the very beginning the programme had 
been facing administrative, technical and 
financial difficulties and therefore soon 
bogged down in implementation and even 
after more than a decade’s existence the 
CADA has not been able to meet even ns 
basic objective of land development and <n.- 
provement in distribution network in the 
command area, specially below the outlet 
serving a given ‘chak’. The problems facing 
CADA are identified as (i) lack of resources, 
(ii) lack of co-ordination, (iii) lack of 
people’s participation in the programme 

Efforts SQ far made in effecting improve¬ 
ment in the operation and management of 
the distribution system of the surface irriga¬ 
tion in India have only been half-hearted and 
that too have not been propierly directed 
either due to ill-defined objectives oi due to 
lack of political will Water control activitic's 
necessitate both technical and organisational 
aspects of water management. Devoid of 
organisational structure requiring people’s 
participation, technical changes cannot be 
brought into use with positive results to meet 
the desired objectives It is in this context 
that the Japanese experience with the ‘Land 
Improvement District’ type organisation in 
bringing about phenomenal changes in land 
and water management K worth looking into 
with a view to examine the relevance ol such 
model for our country which may be worth 
sharing. 

II 

Kkler Control Institutimu in Japan 

In present-day Japan the irrigation 
development, water use, drainage and fliMxl 
control and consolidation of landholdings 
are all encompassed in one important acti¬ 
vity, i e, land improvement. Ali the three are 
intricate and inseparable parts and parcel of 
land improvement programme. The land im¬ 
provement programme (projects) are most¬ 
ly executed by the Land Improvement 
Districts (LIDs). The LID is a kind of co¬ 
operative organisation established wherever 
and whenever farmers want to improve their 
farm lands. The most remarkable structural 
and organisational change brought about in 
Japanese agriculture after the second world 
war was the land reform. Thus the land- 
owners’ land property system which had 
prevailed in Japanese rural areas since the 
Meiji era was destroyed, and a new'Japsinese 
agriculture was started mainly based on 
owner-farmers. (The following description 
draws on Special Edition Land Improvement 


Districts, I98S.) The LID as an integrated 
organisation was created in the aftemuth of 
the enactment of the Land Improvement 
Law in 1949 by dissolving the earlier arable 
land readjustment associations, irrigation 
associations, etc. In other words, the LIDs 
are the culmination of historical experience 
of irrigation and agricultural development 
through co-operation through different eras. 
One of the functions of the LIDs was to pro¬ 
mote land improvement projects with a view 
to increase productivity and the other func¬ 
tion was to operate and maintain the 
facilities completed by the land improvement 
projects. Thus the LIDs have to cope with 
two main tasks, (i) construction works for 
land improvement and (ii) subsequent opera¬ 
tion and maintenance. Construction work 
for land improvement comprises construc¬ 
tion of irrigation and drainage facilities and 
construction o( farm roads, shifting of farm 
houses and consolidation of farm land. The 
operation and maintenance involve opera¬ 
ting and maintaining main canal, water 
courses, reservoirs, pumping units, co¬ 
ordinating ihcir activities and distribution 
ol irrigation water The LID is thus not only 
required lo provide hardware in terms of 
infrastructure but also the software to 
operate and maintain the facilities to com¬ 
plement It. The second function has greatly 
contributed lo realisation of the effect of 
land improvement projects 

In principle the LIDs were set up with the 
membership of only actual farmers thereby 
giving rise to a new agricultural water use 
organisation which had quite different 
characteristics from the earlier associations, 
whose members were landowners. The LIDs 
have agricultural water use organisation as 
ns substructure, each of which is organised 
on the basis ol village and has no qualifica¬ 
tion as juridical person.s. It is through the 
co-operation and assistance of these in¬ 
formal oiganisational sub-structures that the 
LIDs can smoothly picrform operation and 
maintenance of facilities and control of ir¬ 
rigation and drainage systems. It is clear 
from the above discussion that the complex 
structure of the LID today has its origin in 
the water use associations of early period 
and in that sense there is a continuity in the 
philosophy of development and maintenance 
of irrigation and drainage facilities from the 
early to the present period. It must, however, 
be kept in mind that although the present- 
day LID has Its roots in early water users’ 
association and is in a way a continuity of 
the same, its form and functions and manner 
of operations are much more complex and 
demanding. Further, the conditions under 
which the LIDs were conceived and formed 
in 1949 have changed very significantly over 
the years and consequently, the role that the 
LIDs are supposed to play in the present- 
day Japan is much more complex than what 
it was in the ihitial stages. 

Japan’s specucidar economic progress in 
the post-second world war period, special¬ 
ly from mid-60s, has had its effect on the 
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■gricultunl front toa Unprecedented boom 
in the economy experienced during the last 
two decades has led to a phenomenal change 
in the structure and organisation of agri¬ 
cultural production. Inevitably such a 
change has brought about a new and more 
complex dimension to the task of LIDs. 
Three important changes have made the task 
of LID more complex; these are (i) emer¬ 
gence of part-time farmers, (ii) spread of ur¬ 
banisation in agricultural districts and con¬ 
sequent increase in demand for water for 
non-agricultural use, and (iii) diversirication 
in agriculture. Owing to these developments 
the LIDs are required to operate the irriga¬ 
tion facilities in accordance with the new 
pattern of water needs. In the meantime 
technical advancement in irrigation and 
drainage and reclamation engineering have 
made it possible to construct land improve¬ 
ment facilities and to intake water even in 
areas where it used to be impossible to do 
so earlier. Obviously the structure of the 
LIDs has been changing with the demands 
of time. This brings us to the issue of the 
structure of the LID, its scale of operation 
and sources of funds to create, operate and 
maintain the facilities. 

In Japan the number of LIDs is about 
8,776 (1982) and these cover around 3,4 
million hectares of land and 4.8 million 
members. The acreage covered by LIDs oc¬ 
cupies approximately 70 per cent of the total 
farm land of the nation. According to the 
statistical survey conducted in 1982, LIDs 
coverage consists of 80 per cent paddy fields 
and 20 per cent upland fields. This composi¬ 
tion may have changed in favour of non¬ 
paddy field in recent years. So far as size of 
LIDs IS concerned most of these are on the 
smaller side; 49 per cent covering less than 
100 hectares, around 34 per cent cover bet¬ 
ween 100 and 500 hectares, around 9 per cent 
cover between 1,000 and 2.000 hectares, 
around 7 per cent cover between 2,000 and 
5,000 hectares and only around I per cent 
cover over 5,000 hectares. It is important to 
note that the number of LIDs continued to 
increase up to 1961 and thereafter it has been 
continuously decreasing. This is because of 
a deliberate policy of discouraging small- 
scale LIDs and gradual merging of the small 
scale LIDs with 500 hectares and less into 
large-scale LIDs. This seems to be in keep¬ 
ing with the changing role that the LIDs are 
being gradually asked to play in irrigation 
drainage and related development in modern 
Japan. A great deal of change is also notic¬ 
ed in the establishment pattern of LIDs. 
Only those LIDs are being continued which 
(i) are doing continuous operation and 
maintenance of facilities, (ii) are under con¬ 
struction and scheduled for operation and 
maintenance of constructed facilities and 
(iii) are undertaking operation and 
maintenance of land improvement facilities. 
It is to be further noted that around 33 per 
cent of the existing LIDs’ function are 
related to national and prefectural 
government-operated works. Historically 


speaking, according to statistical surveys of 
LIDs in 1982, of the LIDs to be continued 
those established since the 1949 Land im¬ 
provement Law account for 34 per cent of 
those recognised from normal irrigation 
associations and others account for 66 per 
cent. 

In Japan 52 per cem of the LIDs are doing 
mainly maintenance work hence it would 
perhaps not be an exaggeration to state that 
maintenance is one of the very important 
activities of LI Ds. However, around 48 per 
cent of the LIDs in Japan carry out various 
kinds of land improvement projects which 
are planned, implemented and operated 
according to Land Improvement Law, The 
objectives of these projects stipulated in the 
law arc to improve and develop the founda¬ 
tion for agricultural production and through 
It to accomplish increases in agricultural pro¬ 
ductivity, selective expansion of agricultural 
production in response to demand and the 
improvement of agricultural structure. These 
projects can be divided into the following 
categories; (I) Installation and management 
of irrigation and drainage facilities, farm 
roads and the facilities for land conserva¬ 
tion, etc, (2) Land consolidation and ex 
change of consolidation of rights and 
various other rights, (3) Agricultural land 
development, and (4) Reclamation and 
restoration of damaged agricultural land, 
etc The distribution of LIDs according to 
type of projects, as per Ministry of Agri¬ 
culture, Fishery and Forestry, 1979, shows 
that 9 per cent of LIDs are engaged in only 
construction projects, around 39 per cent are 
engaged in construction and operation 
maintenance, 49 per cent are engaged in only 
operation and maintenance and the remain¬ 
ing 3 per cent in other activities. So far as 
content of maintenance projects by LIDs is 
concerned around 90 per cent of these 
operate and niaintain irrigation facilities of 
which around 60 per cent also manage 
drainage facilities and 50 per cent the farm 
roads. The important components of irriga¬ 
tion, drainage and farm road management 
arc the maintenance of irrigation and 
drainage canals (around 30 per cent of total 
length), unpaved farm roads (around 27 per 
cent of the total length) and upland field 
irrigation canals (around 14 jser cent of (he 
total length). The operation and main¬ 
tenance of the dams, head works, main 
canals coverjpgii'wo or more towns, eic, and 
the mainienrinLe of the paved roads are 
largely caf^'ied out by national and/or 
prefectural government 

The above account clearly shows that 
operation and maintenance of irrigation and 
drainage facilities (supplying water in dry 
weather and draining rapidly after heavy 
tains) are the most essential functions of the 
LIDs and as noted earlier, that is the reason 
why majority of LIDs are direct descendants 
of the ‘Suiri Kumiai* (irrigation association) 
of the past. Although irrigation and 
drainage projects are the most common ac¬ 
tivities of the LIDs, farm land consolidation 


IS also an equally important project taken 
up together by most of the LIDs. As a 
matter of fact efficient irrigation, drainage 
management and land development neces¬ 
sitate land consolidation as prerequisite con¬ 
ditions. Arranging and aligning field chan¬ 
nels for irrigation and drainage, enlarging 
field lots and building farm roads comprise 
farm land consolidation project. Depending 
up on the size of farm land consolidation 
projects may either be carried out by the 
prefectural government or by the LIDs or 
agricultural co-operatives. The objetlives of 
the land consolidation project is to help in¬ 
crease agricultural productivity through 
enlarging field lots for facilitating farm 
mechanisation and improved agricultural 
management. I'he business of the LIDs in 
this connection is to survey, plan, explain to 
the farmers, construct, dispose substitute 
lots, maintain and collect dues. Disposition 
of sub.stitute lots IS legal action taken under 
(he Land Improvement Law to ensure the 
equality of the imputed values of land before 
and after reclamation. The LIDs established 
only for farm land consolidation projects are 
disbanded after the completion of the pro¬ 
jects and clearance of the final dues. 

The national and prefectural governments 
give various types of financial assistance for 
construction of major and minor irrigation 
facilities and other land improvement pro- 
jecis But, since the land improvement pro¬ 
jects are undertaken at the instance of the 
farmers (agriculturists) in the area a part of 
the project cost is charged to the bene- 
ficiarie.s. The national government either 
bears a part of the expenses or gives sub¬ 
sidy to prefectural governments and at the 
same time provides, through specialised 
agency, funds at low interest rates to the 
beneficiaries The loan is refundable in 20 
years and the annual interest rate charged 
is 5 per cent The percentage of national 
share is generally 60 per cent or more for 
national projects and 40 to 50 per cent for 
prefectutal and other projects. The balance 
between the project cost and the share of 
national government or the subsidy is borne 
by the prefectural government and the 
beneficiaries. The share to be borne by the 
beneficiaries is collected by the prefectural 
government from the beneficiaries through 
the LIDs and paid to the national govern¬ 
ment. The prefectural government partially 
shares the expenses of the national and 
prefectural projects and gives subsidies to 
other small projects. The prefectural ex¬ 
penses for the prefectural projects and.other 
smaller projects have been covered by the 
general financial resources of the prefecture 
and by the issuance of local bonds. The 
share of expenses to be borne by the bene¬ 
ficiaries in relation to the prefectural and 
other small projects is to be defrayed each 
fiscal year and the LIDs collect dues from 
the beneficiaries to clear the balance in each 
fiscal year. The beneficiaries can borrow 
land improvement fund from agriculture, 
forestry, fisheries financing corporation 
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repayable in 25 years at an annual interest 
rate varying between 4 and 6 per cent. 

The funds necessary for the operation and 
maintenance of major facilities and for the 
management of a central LID office are col¬ 
lected from the member fanners and the cen¬ 
tral and/'or local governments give no sub¬ 
sidy for this purpose Typically the annual 
payment of a farmer to LID for operation 
and maintenance amounts to 40,000 yen per 
hectare. It is based on the calculation of the 
paddy rieid area owned by the farmers in the 
command area of LID and not on the basis 
of the intake of the volume of water for 
irrigation. This operation and maintenance 
cost may be regarded as membership fee or 
dues or as water charges. 

About 62 per cent of the LIDS employ 
full-time staff members. Smaller scale LIDs 
are unlikely to employ full-time staff 
members and those covering areas less than 
500 hectares, 36 per cent are not staffed. 
Although it is difficult to get information 
on the staff working exclusively for 
maintenance or for information, etc, it can 
be inferred from the available information 
that larger the district, more are the fuU-tiiiK 
employed officials. Of the LIDs employing 
full-time staff, 63 per cent are engaged nuun- 
ly in construction work, 74 per cent in both 
construction and maintenance and 53 per 
cent only for operation and maintenance: 
The abow categories are overlapping and 
hence not additive: Looking into composi¬ 
tion of full-time staff members in LIDs by 
category, 67 per cent of them are reported 
to be office workers and 33 per cent technical 
staff members. Of the technical staff 60 per 
cent are engineers. 

The above account clearly brings out that 
LIDs which are nothing but farmers’ 
organisation, constituted as juridical person, 
with irrigation (farmers’) association as its 
substructure, carry out the comprehensive 
land and water management programme 
with a view to improving agricultural pro¬ 
ductivity in Japan. Further, it is also observ 
ed that the LIDs are engaged not only in the 
operation and maintenance of the systems 
created for smooth distribution of available 
water, but also conceive new ideas, new 
schemes to be implemented through con 
struction activities by them. More impor¬ 
tant, the LIDs’ work also extends to drainage 
and land consolidation and land improve¬ 
ment. In point of fact the whole scheme is 
conceived as a scheme of land improvement 
which includes irrigation development 
through diversion and network of distribu¬ 
tion system and drainage channels, land 
reclamation, land consolidation and the 
development of farm road network. It is this 
approach of comprehensive development 
through fanners’ organisation that is impor¬ 
tant and relevant for countries like India 
which are striving to improve the land use 
'.efficiency and productivity in agriculture 
^ through efficient and equitable distribution 
i y available storage water of the surface 
^ rigation system. 


Ill 

Water Control Inatitutionn: 
Relevance of Japaneae Experience 

It may be argued that in our country the 
single-most effective means both to increase 
food production and to increase rural labour 
absorption is the expansion and improve¬ 
ment of irrigation. Yet, the output and 
employment effects of irrigation depend, 
evidently, on how adequate and reliable the 
water supply is in offsetting shortfalls of 
rainfall or in meeting the whole of the crop 
water requirement in the dry season (Wade, 
1990], As a matter of fact there would have 
been no need for bringing in the improve- 
meni aspect had the expansion aspect been 
effective in ushering the desired changes to 
meet the objectives formulated. We always 
seem to be moving in two steps, first expan¬ 
sion and then improvement in the same pro¬ 
gramme of expansion thereby duplicating 
the use of considerable amount of scarce 
resources to meet the original objectives with 
which the expansion plan is undertaken. Past 
experiences show that the approach towards 
land and water management in the surface 
irrigation systems in India is by and large 
conspicuous by its absence. In point of fact 
drainage development and other related in¬ 
frastructural developments like network of 
farm roads, etc, arc seldom a piart of the sur¬ 
face irrigation projects conceived and ex¬ 
ecuted. Even when they are, the concerted 
efforts towards any kind of comprehensive 
approach to the problem of land and water 
management appears to be lacking. Each 
department responsible for bringing about 
changes in the project area related to its area 
of activity works in isolation and without 
any co-ordination with any other depart¬ 
ment. The glaring instances arc those of sur¬ 
face irrigation projects which are planned, 
executed and operated without any active 
participation of the personnels of agri¬ 
cultural department. 

As mentioned earlier, this kind of dis¬ 
jointed efforts and lack of related infrastruc¬ 
tural development led not only to under¬ 
utilisation and misutilisation of the irriga¬ 
tion potential but also to inequitous distnbu- 
tion of scarce water thereby depnving a large 
part of canal command of irrigation and 
giving rise to fierce conflict and rampant 
corruption. All these have resulted into most 
systems running with much reduced efficien¬ 
cy than was originally planned. Unsatisfac¬ 
tory irrigation management particularly the 
delivery and utilisation of water at the farm 
level has cstercised the minds of planners and 
administrators for a long time. The Irriga¬ 
tion Commission (1972), the National Com¬ 
mission on Agriculture (1976) and High 
Power Committees set up by the government 
of India have viewed with a serious concern 
the current state of affair. Realising the 
importance of the comprehensive approach 
to land and water management, specially in 
the command of the surface irrigation 


systems and also with a view to improve.the 
water utilisation, mainly at the terminal lewd 
and at field application, the government of 
India concaved the idea of Command Area 
Development Authorities (CADA). Accor¬ 
dingly, the CADA was established in nud-TOs 
with a view to increase the efficiency of- 
water use by improving the physical facilities, 
planning of crop pattern and water deliveries 
on the basis of more careful studies of Soil 
conditions, irrigation efficiency and crop 
water need, and introduction of new systems 
of water distribution both between diffeienf 
paru of the canal system and among fanners 
served by particular outlet. An important 
objective of CADA was to upgrade the 
outlet command with suitable on-farm 
development works so as to allow even 
distribution of water over the entire irriga¬ 
tion command. On-farm development which 
involves construction of irrigation chaniKis 
and drains and land levelling and shaping, 
was the single-most important activity pur¬ 
sued by the CADA. However, as mentioned 
earlier, the CADA could not make much 
headway with the on-farm development pro¬ 
gramme because of the lack of organisa¬ 
tional structure with which the technical 
aspects of the programme needed to devriop 
a proper link. 

It IS here that we may note the relevance 
of Japanese experience with the LIDs and 
examine as to what extent can we incorporate 
the elements of LIDs in the management of 
our surface irrigation systems. It is necessary 
at this stage to clarify any doubt that may 
arise about the appropriateness of such an 
enquiry into the two very dissimilar systems. 
Even though irrigation systems in their 
structure and dimension are widely different 
in India and Japan and further, though 
Japanese nrigation and land development 
concern mainly the development of paddy 
cultivation as against mixed cropping system 
in India under variety of agro-climatic 
rcgioms, the CADAs in India have much in 
common with the LIDs in Japan at least in 
their basic approach towards the develop¬ 
ment of command area with a view to effi¬ 
cient utilisation of land and water resources. 

To incorporate some elements of the 
working of LIDs in Japan for efficient 
management of the systems below, the 
CADA, to begin with, needs to involve 
farmers in the development and manage¬ 
ment programme The farmers’ involvement 
and participation will not be forthcoming 
easily if the C ADA is continued to be seen 
as a government programme imposed from 
the lop. Under such circumstances farmers 
would not sec CADA as a programtne meant 
to benefit them or worthy of support. To en¬ 
sure farmers' support, irrigation association 
of the type of LIDs in Japan will have to 
be organised such that farmers are given the 
responsibility of irrigation management 
which brings about principle of equity as 
regard farmers’ right to water. It is not as' 
if these ideas are being mooted for the first 
time. Many international studies have 
highlighted some of the important benefits 
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vising out of fsjmen’ participation in 
irrigation managcinent [Upiioff, 1986). 
Besides, there are a few ereluation studies 
on the performance of irrigation organisa¬ 
tion in different parts of the country, e g, 
Gujarat, Maharashtra, Andhra Pradesh and 
in northern canals [Singh, K K, 1991). 

Users’ (farmers’) associations (co 
operatives) could be initiated either by the 
users themselves on the voluntary level and 
approved by the state administration, or by 
the administration itself, using compulsory 
provisions in the laws, li may be aigued that 
since CADA is already in the field and have 
established its rapport with farmers in the 
command area, it is the best suited organisa¬ 
tion to initiate water users’ co-operatives or 
irrigation associations, as these are variously 
called. In initiating the formation of such 
associations advantage may be taken of the 
experience of the working of the traditional 
as well u the newly developed farmers' 
association in different parts of the coun¬ 
try (SenGupta, 1991). The irrigation associa¬ 
tion cannot be considered solely as hydraulic 
unit because of its inevitable interaction with 
social structure and political economy. For 
cohesiveness it must encompass the major 
elements of village structure and also the 
essential umts of the hydraulic system. Based 
on these considerations it may be possible 
to form irrigation association below a minor 
covering an area of SOO to 1,000 hectares of 
command area. Such associations may be 
formed as juridical persons, i e, registered 
under the Co-operative Act as a co-operative 
society empowered to take certain decision 
pertaining to smooth and efficient operation 
of the system. It is important that water 
users’ associations not only have represen¬ 
tation and the right, legitimised in law, to 
voice opinions, suggestions and objections 
on all matters pertaining to their field opera¬ 
tion before the state authorities from whom 
they receive water, (but are al.so empowered 
for conflict resolution and allotment of field 
lots necessitated by land consolidation and 
land development in the minor command. 
Like LIDs in Japan the irrigation associa¬ 
tion at minor level, constituted as juridical 
person, should have other water users' 
organisations at lower level, say, below the 
outlets, which would look after the opera¬ 
tion and maintenance of the outlets and field 
channels/drains and other smaller facilities 
which may be organised on the basis of 
‘chak’ and which would not have the 
qualification of a juridical person. In other 
words, there would exist two kinds of 
agricultural water use organisation; the ir- 
rigat'ion association, which is juridical per¬ 
son responsible for the operation of the 
system from minor below the distribution 
of water and maintenance of the minors and 
the contracted co-operation, which is not 
juridical person and is, in fact, subordinate 
to the former, representing stratified 
organisation structure as in Japan. 

The main role of the irrigation associa¬ 
tion visualised is as follows, (i) to utilise to 


the utmost the quantities of water which the 
state authorities make available to them, 

(ii) to assume the responsibility for the 
distribution and utilisation of the water in 
the most efficient and equitable manner, 

(iii) to maintain properly the distribution 
networks under its control and prevent any 
possible waste, and (iv) to collect water 
charges from the members for payment to 
state authority. Settlement of disputes and 
conflict resolution will also fall in the lawful 
jurisdiction of the irrigation association. 
Further, the irrigation association in con¬ 
sultation with the CADA will operate the 
system by fixing the timing and duration of 
flow of water in each outlet /water-course. 
A close co-ordination and co-operation bet¬ 
ween CADA and irrigation association will 
be necessary because CADA will be respon¬ 
sible for ensunng the supply of water in each 
season at the minor head depending upon 
the available water in the storage, crop water 
requirement and transmission and distribu¬ 
tion losses. The CADA in its turn will func¬ 
tion in close collaboration with the irriga¬ 
tion division and its officials responsible for 
the overall operation and maintenance of the 
whole system. This approach visualises joint 
management of the system, irrigation 
department on the one hand and irrigation 
association on the other with CADA work¬ 
ing as a liaison and catalytic agent between 
the two parties. 

The role of CADA in bringing about such 
a change and making the joint management 
a success is very crucial. CADA is expected 
to initiate, help and co-operate with and 
guide the irrigation association in bringing 
about land development consisting of land 
levelling, construction of field channels and 
drains and also land consolidation through 
exchange of field lots. At the same time 
CADA is also to be entrusted with the 
respon.sibility of ensuring, with the active 
co-operation Of the irrigation department, 
maintenapee of the technical soundness of 
the main'ilisiribution system for the adc- 

S iate and proper and timely flow of the 
ajlable supply of water. CADA will also 
advise the'irrigation association about the 
suitable cropping pattern and on other 
agronomic variables with a view to maximise 
the benefit out of the water supplied through 
jhe system. The role of CADA visualised 
under this approach appears to be different 
from that ol LIDs in Japan even though the 
objective of both the organisations is the 
same As noted earlier Japan has a very long 
history of water users' organisation which 
finally culminated into LIDs in the post-war 
period. In India we do not.have such a con¬ 
tinuity of historical cxper'ience of water 
users’ organisation, hence to begin with, 
CADA, a government organisation, will 
have to incorporate some elements of LIDs 
in its functioning till such time when irriga¬ 
tion associations, which are cb-operative 
forms of organisation, become strong, effi¬ 
cient and self-sustaining to function like 
LIDs in Japan. 


It will be simplistic to think that th6 ir¬ 
rigation associations will gain strength in the 
absence of financial resources. Although ir¬ 
rigation assoaation will charge its members 
fees for the services rendered in the form of 
water supply, construction and maintenance 
of field channels/drains, etc, it will have to 
be given some financial assistance in terms 
of government grants and/or subsidy to 
meet its overheads and establishment otpen- 
diture. Further, some'activities that the 
government now performs will have to be 
transferred in favour of irrigation associa¬ 
tions and with these functions some 
resources will also have to be given to these 
associations by the government. 

IV 

Conrluaion 

It appears from the past experience that 
the irrigation bureaucracy has failed to 
deliver the goods for whatever may be the 
reason. This has stimulated interest in the 
problems relating to organisation and im¬ 
plementation of water control institutions. 
The basic expectations behind this interest 
are that farmers’ full and active participa¬ 
tion in irrigation management and in 
organising distribution of water at the ter¬ 
tiary level would go a long way in improv¬ 
ing water use efficiency in public surface ir¬ 
rigation system. We may ask ourselves, are 
there any lessons to learn from other coun¬ 
tries? It may be argued that we can certain¬ 
ly learn from the Japanese experience which 

influenced irrigation practices in Korea, the 
Philippines, Thiwan, etc One may question 
the wisdom of learning from the experience - 
of such dissimilar irrigation systems in their 
stiucture, dimension and practice and agro- 
climatic regions in which they are operated, 
such as in Japan and India. But, it may be 
argued that in spite of the diversity, Japanese 
experience of organising LIDs in the post¬ 
war period and operating those successfully 
in managing land and water resources with 
a view to increase agricultural productivity 
may have some elements which may be in¬ 
corporated in the management and opera¬ 
tion of surface irrigation systems in India, 
specially after the formation of CADA in 
mid-70$. The effort is towards joint manage¬ 
ment by the state and irrigation association 
and defining their respective roles. 

This approach seems to hold promise for 
better use and more equitable distribution 
of water, but, it needs a great deal of 
preparation, both technicsd and organisa¬ 
tional along wKh its economic aspects. 

As regards technical aspects, the ftnt 
question to be examined relates to the 
technical and administrative responsibilities 
and workload of the irrigation department 
personnel at various levels, viz, at section 
level, subdivision and division levgl. This 
would help assessing the saving of time 
(work hours) that could be effected by reliev 
ing the department personnel from the 
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operation and maintenance of the tertiary 
system and which could be effectively used 
to maintain and operate the main system. 
The second question in this regard is to ex¬ 
amine the technical condition of the whole 
system, specially at the ternary level in order 
to assess what improvements in physical 
structure and related devices are needed 
before a decision to hand over the tertiary 
system is taken. The third question relating 
to this is to examine existing water use effi¬ 
ciency and equity in distribution in order to 
assess the dimension of the problem. The 
fourth question relates to the stage of the 
distribution system at which state control 
will end and the control of the alternative 
institutions will begin. The Iasi question is 
both technical and social and economic at 
the same tim^ because the cut off point need 
not only be technically feasible il has also 
to be economically viable and socially 
organisable and manageable. 

Regarding the economic aspect the extent 
of saving effected (notionally) through con¬ 
fining the department personnel’s involve¬ 
ment up to maintenance and operation of 
main system only will have to be examined. 
The supplementary issue in this connection 
is the examination of recovery of dues on 
water charges, the extent and periods of 
default under the existing system. The 
second economic question is to examine the 
extent of additional investment/expenditure 
required to bring the tertiary distribution 
system in its full potential usable form. The 
third question in this regard is to examine 
the economic viability of the alternative 
water control institution at the tertiary level. 
This would necessitate asse.ssing the main¬ 
tenance and supervision charges to be levied, 
water rates to be charged to the members, 
as also grants/subsidies needed from the 
state. 


Social factors are more complex. It would 
be necessary to probe into the historical 
aspects of social and cultural ties, traditions 
and customs. It would also be necessary to 
clearly define the role of CADA and their 
ability to motivate and educate the bene¬ 
ficiaries to organise themselves into irriga¬ 
tion association and function as catalytic 
agent in effecting changes in desired 
direction. 

These technical, economic and social 
aspects will have to be examined separately 
for each system; for each area is likely to 
have Its own peculiarities and local charac¬ 
teristics. It IS necessary to emphasise that the 
attitude and perception of the irrigation 
departments and other state agencies like 
CADA must undergo a sea change in order 
to enlist the active and willing co-operation 
of the farmers whose destiny the irrigation 
development plans to change. The hurdles 
and difficulties in the process of transfor¬ 
mation are many and complex, but. they are 
not insurmountable. 

fl'his paper is the pan of the field study car¬ 
ried out in Japan financed by the ministry of 
education, government of Japan. The author 
has benefited from discussion with A Ikda and 
T Shinoda of the Daito Bunka University. 
Tokyo The author is also grateful to A Vaidya 
nalhan for his comments on ihc earlier draft 
of the paper IJowever, ihe usual disclaimer 
applies I 
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Government Intervention in Commercial Crop 

Development 

India's Natural Rubber Industry 

Sunil Mani 

This paper, analysing the experience of natural rubber in India, attempts to map out the nature, extent and 
effect of government intervention on two specific aspects of the crop’s economy—the effect on raising production 
and productivity and thereby the progress in import-substitution and the precise cost of achieving this 
import-substitution. 


THE retreat of the government from various 
spheres of economic activity is a much 
discussed topic these days. Much of this 
discussion has been centered on the rolling 
back of the state from manufacturing and 
the provision of public utilities which is 
under the direct ownership of the state. This 
rethinking on the role of the sute is primari¬ 
ly based on a widespread discnchantmeif 
with the working of the state-owned under¬ 
takings which have been anything but sub 
optimal. There is now a growing literature 
on this aspect' 

A much less understood aspect has been 
the role of the state in the primary sector 
of the economy and specifically in agri¬ 
culture. This is because m most countries 
and even in India much of the agriculture 
and especially the output generating acti¬ 
vities are privately-owned The role of the 
state is restricted to agricultural research and 
extension activities. The stale is also involved 
in stimulating production by providing sub¬ 
sidised inputs and also by regulating the 
market for certain agricubural 
commodities.^ 

The low involvement of the stale in own¬ 
ing directly the means of production in 
agriculture is illustrated by the relative share 
of public sector agriculture m total GDP. 
(see Table I). 

While the above brings out one dimension 
of state’s involvement i e, when the means 
of production arc directly owned by the state. 
It does not adequatley portray the multi¬ 
farious role of the state, for instance in the 
development of a whole host of commercial 
crops. Government have sought to intervene 
in the economy of a number of crops often 
enough with the ultimate object of pro¬ 
moting exports as in the case of coir, cof¬ 
fee;, spices, lea and flue cured Virginia 
tobacco vir import-substitution as in the case 
of natural rubber and coconuts. The most 
tangible manifestation of government’s 
intervention in these crops is seen in the crea¬ 
tion of specialised institutions called com¬ 
modity boards vested with statutory powers 
to develop the production of these crops 
along systematic lines with the view to 
achieving the above mentioned objectives. 
The experience of these boards towards the 
achievement of their objectives is rathei 
mixed though this issue has not as yet 
merited any systematic research 


The degree of government intervention in 
various crops vary significantly. In some, the 
involvement by state is by and large restricted 
to the regulation of production (as in the 
case of NR) while in some others it is 
restricted to marketing (coffee) while in still 
others it is all pervasive (like FCV tobacco). 

In terms ot the extent of financial par¬ 
ticipation, it IS NK which accounts for the 
largest share (see Ihble 2). 

NR IS an agricultural raw material used 
in manufacturing industry and the govern¬ 
ment intervention has been primarily for 
stimulating domestic output so as to bridge 
the domestic production-consumption gap 
or in other words import substitution. 

In this context, the purpo.se of the present 
paper is to analyse the experience of natural 
rubber. In the paper we attempt to map out 
the nature, extent and effect of government 
intervention on two specific a.spects of the 
crop’s economy, viz, (i) the effect of govern¬ 
ment intervention in raising production and 
productivity and thereby the progress in im¬ 
port substitution, and (ii) the precise co.st of 
achieving this import sub.stilution. 

In keeptng with these objeettves the paper 
ts structured in tour broad sections. In the 
first section we trace out the history of this 
government intervention. The second section 
maps out the trends in production, produc¬ 
tivity and the progress in import substitu¬ 
tion The third section discusses in detail the 
various cash incentives that were explicitly 
provided to the growers to stimulate produc¬ 
tion especially through extensive cultivation. 
The fourth section, on the contrary, 
measures the economic costs of this attempt 
towards import substitution in terms of 
estimates of nominal and effective co¬ 
efficients of protection (le, NPCs and 
EPCs) 

The discussions of the issues, in especial¬ 
ly the last two sections, are conducted in a 
comparative perspective by drawing on our 
estimates' of direct and effective incentives 
in another import substituting commercial 
crop, namely, coconut. Both are eminently 
suitable for compari.son as both are tree- 
crops grown predominantly in holdings in 
Kerala and competes with each other as the 
second and third agricultural crop (in Kerala) 
in terms of their respective share in the totah 
cropped area of the state. 


1 

Governmwl Intervention in NR: 

Historical Perspective 

The commercial planting of NR com¬ 
menced somewhere towards the beginning 
of this century.^ Due to the favourable 
agro-ecological conditions, its production is 
mainly contributed by Kerala. In fact the 
traditional rubber growing belt is a 600 km 
stretch extending from the Kanyakumari 
district of Ikmil Nadu in the south to Coorg 
district of Karnataka in the north. 

NR was essentially an estate crop to begin 
with. Slowly its cultivation spread to small 
holdings and it is now more or less a small 
holdings crop. The interest in this crop has 
been mainly due to its attractive prices and 

Tabli- I; Share of Public Secidr 
Agricui.ture in Total GDP at 
Factor Cost 

(Per cent} 


Year 


Agriculture 

l%l-65 


0.80 

1966-70 


1.50 

1971-75 


1.80 

1976-80 


2.00 

1981-85 


2.10 

1986-88 


2.20 


Souire: National Accounts Statistics, various 
issues. 


Tabi f 2; ExPENDiruRE on Commercial 
Crop Development 

(Rs crore) 


Commercial 

Crop 

1989-90 

1990-91 

1991-92 

1 Rubber 

2D.71 

27.85 

32.30 

2 Tea 

18.88 

20.63 

19.00 

3 Coffee 

10.86 

7.50 

14.20 

4 Spices 

6.16 

6.25 

8.30 

5 Tobacco 

3.61 

1.91 

2.45 

6 Coconut 

2.20 

2.50 

NA 


62.28 

66.64 

76.25 


Note : Only the plan and non-plan alloca¬ 
tions through the central government’s 
budget are included here. 

Source: Expenditure Budget, Volume II, 
Gonwrnment of India, various issues. 
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returns compared to other competing crops 
like paddy and coconut. 

According to the nature of government 
intervention the evolution of the NR’s 
economy can be divided into three phases. 
The intervention has been either to stimulate 
domestic production or to control the 
market prices. The first phase commences 
with the year 1942 when the Indian Rubber 
produaion Board was established and when 
statutory minimum and maximum prices 
were fixed for the first time. Exports were 
also banned for the first time. A monopoly 
purchase depot was opened up at Cochin to 
procure the entire quantaum of production, 
and the practice was given up after the war. 
Another important intervention was the 
practice of fixing minimum and maximum 
prices (statutory) on the basis of studies on 
the domestic cost of production. These were 
done by the Tariff Board/Commission five 
times, namely in 1952,19.^5,1960,1967 and 
1%9. The first phase ends with 1969 when 
statutory maximum prices were removed on 
representations from the growers on the plea 
that the actual market price obtained was 
unremunerative as a result of this ceiling. 
Consequent upon which large areas were 
being diverted from rubber to other crops. 
Another important component of this inter¬ 
ventionist regime is the passage of the 
Rubber (Production and Marketing) Act of 
1947.’ Under this Act. all rubber growers, 
both large and small, were to take out a 
licence from the Rubber Board for planting 
NR. While granting the licence the Rubber 
Board could easily enforce the type of plan¬ 
ting material that it wanted the growers to 
plant with. Through this regulatory 
mechanism the Rubber Board was to pro¬ 
gressively increase the area under high- 
yielding varities in all the holdings. This was 
also facilitated to a great extent by the fact 
that all research on various aspects of the 
rubber tree was conducted at the research 
wing of the Rubber Board (namely the 
Rubber Research Institute of India). 
Therefore, any research breakthroughs, for 
instance, leading to a new hybrid variety 
could immediately be transferred to the 
holdings without the usual time lags. Infact 
it can be shown (in the next section) that the 
licensing mechanism helped to a great extent 
in raising the productivity ol Indian Natural 
rubber. 

The second phase begins with the year 
1969 when the statutory maximum prices 
were removed and imports were allowed: im- 
po" s of NR, which were banned hitherto, 
were placed on the OCiL and later canalis¬ 
ed through the State Trading Corporation 
(STC). The phase which extended upto 1979 
or so is characterised by uncertainties in the 
rubber market leading to sharp fluctuations 
in prices exacerbaicd by a host of govern¬ 
ment policies.* Exports which were banned 
hitherto were allowed in lour years, i e. in 
197t 74, 1974-7.5, 1976-7'' and 1977-78. 

That these exports were not dictated by 
^ ^Ikecuiiomics of the situaiioii and that they 


FlOUaE 1: TKENDS IN ABBA NEWPLANTED AND REPLANTED 



1969-70 1972 73 1978-79 

n NP Area KP Area 


were prompted by ‘weighty non-technical' 
considerations and the effect of these 
policies in accentuating fluctation in rubber 
prices are all seen in detail in Mani |I983J. 

One of the more tangible effects of the 
fluctuations in rubber prices was a slowing 
down in the rale of new planting: potential 
growers who wanted to invest in rubbci 
would have been perturbed by the uncertain 
returns from the crop. See Thble 3 and Figure 
1 for trends in the total new area under 
rubber dunng the phase (i e, 1969-70 through 
1978-79). 

The stagnation in the rate of new plan¬ 
ting IS clearly seen when one compares the 
annual average of the period with the 
pre-1969-70 pha.se: annual average area new 
planted worked out to approximately 3900 
hectares in l%9-70 through 1978-79 period 
compared to nearly 9,200 hectares in the 
perii^, 1955-56 through 1968-69 a—fall of 
approximately 58 per cent. This slow rate of 
new- and re-planting has contributed to a 
growing production-consumption gap 
necessitating imports amounting to about 17 
per cent of the consumption requirements. 

The third phase of government interven¬ 
tion commences with the post-1979 period, 
when the government began to intervene in 
a much more explicit fashion than ever 
before. The intervention was both in the pro¬ 
duction and marketing spheres. 

On the production side government have 
tried to increase production by disbursing 
direct cash subsidies which were of two 
types: 

(i) capital subsidies for extending the area 
under rubber (extensive cultivation). Under 
this, there were a series of three subsidy 
schemes beginning with a scheme on pilot 
basis since 1978-79; and 


(ii) input subsidies for improving the pro¬ 
ductivity (intensive cultivation) since 
1986-87. We discuss these in detail in the 
third section. 

Intervention on the marketing side saw the 
establishment of a buffer stocking scheme 
modelled somewhat on the lines of the in¬ 
ternational buffer stocking scheme. The 
scheme was put into effect from F^ruary 
1986 and entailed a buffer stock of the order 
of 2500 tonnes with a floor price of Rs 1650 
per quintal This is operated by the STC with 
a ‘may sell indicator price* of Rs 1680/ quin¬ 
tal and a ‘may buy indication price' of 
Rs 1620/quinial. On grounds of increases in 
cost of production the floor, upper and 
lower, indicator prices have all been revised 

Tabi e 3; Trends in Area Newplanted 
AND REPIANTED with RUBBER, 

1969 70 TO 1978-79 

(Area in hectares) 


yifar 

1 

New- 

planted 

Area 

2 

Replanted 

Area 

3 

Total 

New 

Area 

4 

1969-70 

6709 (78) 

1922 (22) 

8629 

1970-71 

6655 (76) 

2089 (24) 

8744 

1971-72 

3044 (67) 

1473 (33) 

4517 

1972-73 

2422 (59) 

1704 (41) 

4126 

1973-74 

2951 (65) 

1576 (55) 

4527 

1974-75 

3000 (58) 

2200 (42) 

5200 

1975-76 

3000 (50) 

3000 (50) 

6000 

1976-77 

3500 (52) 

3172 (48) 

6672 

1977-78 

3000 (45) 

3645 (55) 

6645 

1978-79 

5500 (58) 

4050 (42) 

9550 


Note : Figures in brackets indicate new- 
planted/replanted respectively as a per 
cent of new area each year. 

Source: Indian Rubber Slatislka, Rubber 
Board, Kotuyam, vol 18, 1987, p 1. 
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upwards to Rs. 1700, 1750 and 1650 respec¬ 
tively in May 1987. 

Given the small size of the buffer stock 
it may not be that effective in'controlling 
price fluctuations. Nevertheless, it does nip 
the speculative bud during times of shor¬ 
tages and surpluses so that the violent fluc¬ 
tuations that could have otherwise occurred 
are prevented, in fact tl» significant decrease 
in variability in prices, during the phase, as 
measured by tlw coefficient of variation, 
which declined to IS per cent from the 
previous figure of 28 per cent (in the second 
phase), can partly be attributed to this 
manipulation of quantities. 

The actual market price has been ruling 
about 2 to 29 per cent higher than the fair 
price since the mid-198Qs, but during 1990-91 
it has been below the fair price (see Table 4). 

lb sum up, government intervention has 
been both on the production and marketing 
sides. In terms of degree of involvement it 
was more on the production side relatively 
speaking. On the production side the iii'er- 
vention was in the form of licensing produc¬ 
tion and increasing both the area under rub¬ 
ber and its productivity ultimately leading 
to an increase in production This was 
achieved through provision of direct cash 
subsidies, capital and input as well. On the 
marketing side, government intervention, on 
the contrary, was in the nature of fixing 
statutory minimum (and some times 
maximum) prices and regulating the import 
and export of rubber and direct intervention 
in the market through the operation of buf¬ 
fer stocking, all with a view to stabilise 
domestic prices and thereby ensure a reason¬ 
able return to the grower. The ultimate object 
of both the production and market level in¬ 
tervention was to increa.se production and 
thereby reduce the role of imports. This 
forms the fcKus of the next section. 

Table 4: Fair vs Actual Market 
Price of NR 

(Rs per qumta!) 
Year Fair Price Actual Market Price 

1986- 87 16*0 1660 ( 40.61) 

1987- 88 1700 1791 (4 5.35) 

1988- 89 1780 2131 t420.00) 

1990-91 2145 2129 (negligible) 

Notes: 1 These refer to the price of RMA 4 
grade at Kottayam market. * 

2 Figures in brackets indicate the 
excess/shortfall of actual market 
price (in per cent) over the floor price. 
Sourer. Rubber Board. 



li 

Production, Productivity and 
Import Substitution 

The production of NR grew rapidly in the 
last three decades. Growth was accompanied 
by the structural changes in the organisation 
of production The compound average 
annual growth rate in output works out to 
11.54 per cent per annum between 1950-51 
through 1989-90. Using a simple additive 
decomposition scheme, the sources of 
growth in output is mapped out (sec 
Table 5). 

The exercise shows the important fact that 
area expansion has played a relatively larger 
role in increasing output compared to in¬ 
creases III yield 

We discuss each of these two contributing 
factors in turn, (a) Area expansion: There 
are three dimensions to the expansion in area 
under rubber, namely (a) the increasing share 
of mature area in total area; (b) an increase 
in the rate of new planting and replanting; 
and (c) the increasing share of area planted 
with HYVs in the total area under rubber 
(sec Table 6), 

The following inferences can be drawn 
from the table- 

fit The total area undei rubber has almost 
doubled over the period, the increase in 


area has been at a faster rate since 
1970-71; 

(2) Mature area as a share of total area h8s 
also increased from about 50 per cent to 
about 66 per cent over the period; 

(3) Both the average area new- and re-plantcd 
has increased very much in the 1980$ 
after decelerating in the 1960$ and the 
1970s; 

(4) The area under HYV’s has also increas¬ 
ed very much over time, which os noted 
in the previous section is a direct effect 
of the licensing of production by the 
Rubber Board; and 

(5) The area expansion of the 1980s has been 
facilitated to a large extent by the direct 
ca.se subsidies provided; 

(b) lYends in pr^uctivity; Productivity 
increases is another factor which has com 
tributed to increase in production. Dends in 
productivity is analysed at two levels: first, 
at the aggregate level obtained in India as 
compared with the levels obtained at other 
major NR producing countries and second, 
at the disaggregated level by analysing the 
inter-regional variations in productivity 
within the traditional belt. 

The Ihble 7 and figure 2 show an impor¬ 
tant result, namely, that there has been a 
steady increase in the productivity of rub¬ 
ber all through the years with the exception 
of the latter half of the 1970s. In order to 


Table 5: .SouRt es of Output Growth in NR Output 


Period 


Contributing Faictors (Per Cent) 



Area 

Yield 

Interaction 

Total 


Expansion 

Increases 

Element 

Output 


1950-51 through 1989-90 

6.17 (54) 5.05 (44) 


0.32 (2) 


Notr. The figures in brackets indicate the percentage shares. 


11.54 (100) 


understand the significance of the growth, 
we analyse it in a comparative perspective: 
(a) first, by comparing the rate of growth 
of productivity in NR with that of other 
plantation crops and also that of all agricul¬ 
tural crops in the country; and (b) second, 
by comparing the level of productivity in 
India compared to that obtained in other 
major NR producing countries. See Tables 
8 and 9 respectively. 
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Table 8 shows that NR has the distinction 
of having registered the highest rate of 
growth In productivity among all the crops 
grown in the country. 

The Table 9 shows that Indian productivi¬ 
ty is second only to Malaysia, but the dif¬ 
ferential between the two has been narrow¬ 
ed down to just 13 per cent; in fact recent 
estimates (llW-91) show that Indian ptxKluc- 
tivity has reached 1075 kg/ha. The level of 
productivity in India is higher than that ob¬ 
tained in the other two major producing 
countries. 

In fact we argue that the improvement in 
productivity is one of the more (positive) 
tangible effects of government intervention. 
This is best understood by analysing the fac¬ 
tors that determine the productivity of a 
typical rubber planution and showing the 
extent to which government could have 
manipulated any of these determinants and 
thereby ultimately the productivity: 
Productivity of NR = f(TPU, AOT, PLD, 
SOT, CPS,TOS, OTH) 
where TPU=>the type of planting material 
used; 

AOT^the age of the plantation; 

PLD-the planting density, or in other- 
words, the number of trees per unit area; 
SOT=the system of tapping adopted; 
CPS=the cultural practices followed, in 
other words, the quantum of inputs used; 
TPS = the type of soils on which the plan¬ 
tations are raised; and 
OTH = other factors and notably the 
weather. 

Viewed in this fashion the government 
could influence all the seven factors excep¬ 
ting the last one, viz. the weather factor. For 
instance, as mentioned above, specifically 
through the licensing mechanism, both the 
type of planting material, the planting den¬ 
sity and the type of soil could be influenc¬ 
ed. In fact, as seen above, consequent to this 
there has been a significant increase in the 
area under HYVs. The cultural practices 
could be influenced through the capital (for 
new- and re-planting) and input subsidies. 

Though the yield ha.s^been generally rais¬ 
ed (for India as a whole), there are con¬ 
siderable variations in the yield across the 
different rubber growing regions in the tradi¬ 
tional areas. For analysing this aspect we 
have grouped the entire rubber growing 
traditional belt (extending from 
Kanyakumari to Coorg) into six regions 
Each region is a cluster of districts having 
similar rainfall and soil pattern. On the basis 
of this criterion, there are six regions (see 
Table 10). 

Region I is most suitable though it still 
accounts for only about 6 per cent because 
it is essentially a small geographic area and 
land suitable for rubber cultivation has 
reached a saturation point over there. The 
region has been experiencing a deceleration 
in productivity growth compared to the 
other regions. As a corollary of this the pro¬ 
ductivity differential between the region I 
and the rest have narrowed down over time. 
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The precise reasons as to why the produc¬ 
tivity in region I has been stagnating ^r even 
deederating warrants a closer analysis by the 
government. 

In fact governmental intervention is re¬ 
quired more in the sphere of productivity im¬ 
provement. This is because the present policy 
followed by government in attempting to 
raise total production through subscribing 
to a policy of extensive cultivation achieved 
through bringing in new areas into rubber 
cultivation by offering direa cash subsidies 
is bound to be difficult to be maintained in 
the future. This is in view of the phasing out 
of subsidies in India as a whole following 
the ‘fiscal crisis’ of the state. So it is all the 
more important that government interven¬ 
tion ought to be directed towards produc¬ 
tivity improvement now than ever before and 
especially the aspect of inter-regional 
variation. 

The second aspect is to analyse the effect 
of the increase in production to the progress 
in import-substitution or reducing the 
irnport -depend ence 

An important characteristic feature of the 
Indian rubber economy is the fact that unlika 
other major produces India is a net importer 
of rubber for its consumption requirements. 
This is because India has a large and grow¬ 
ing rubber products manufacturing industry. 
The normal manner of measuring import- 
substitution is to find out the share of im¬ 
ports of an item in the total availability of 
that item: total availability is defined as the 
sum of domestic production and imports of 
that Item. The total availability of NR dur¬ 
ing a period ‘t’ is as follows. 

Availability of NR, Z Production, -r Con¬ 
sumption, -i- Changes in stock during 
where, changes in stocks during ‘t’-- Clos¬ 
ing stock at't' minus opening slock at ‘t’ 

However, total availability 1 total con¬ 
sumption because consumption -i- closing 
stock I production i- imports-i-opening 
stock. 

Therefore we measure import-substitution 
in NR solely in terms of the ratio of imports 
to total consumption (as this ratio is iden¬ 


tically equal to ratio of imports to total 
avail^ility) See Dible II. 

Up to 1^7-78, domestic production more 
or less met the domestic consumption. In 
fact there were even ‘surpluses’ which were 
exported in four years. Imports as a percen¬ 
tage of domestic consumption has bixn vir¬ 
tually stagnant at around 17 per cent during 
most of the 1980s. but towards the end 19805 
it has tended to come down to about 14 per 
cent. This shows that though domestic out¬ 
put has been increasing it has failed to keep 
pace with increases in domestic consump¬ 
tion. All that one can deduce is that the in¬ 
creases in output have been able to prevent 
a drastic increase in the relative imports. 
Therefore one may conclude that the policy 
of increasing production through mainly the 
extensive route have succeeded in import- 
substitution in a limited sense^ 

Ill 

Incentive Schemes Fur Increasing 
Production 

The main route followed by the govern¬ 
ment in increasing production was through 
the medium of extending the area under NR. 
Given the fact that NR is relatively capital 
intensive in the initial stages with a long 
gestation period, investments into rubber 
was sought to be made attractive through 
provision of capital subsidies. But these sub- 
.sidies were in existence only since 1979. Prior 
to that there were a series of loan schemes 
which were relatively speaking not very at¬ 
tractive. Aparl from these capital subsidies 
there is also an input subsidy scheme imple¬ 
mented since mid-198()s. We first summarise 
the incentive schemes for extensive cultiva¬ 
tion and thereafter deal with the incentives 
for intensive cultivation. 

(a) Schemes for extensive cultivation 

(1) The initial scheme was a replanting 
subsidy scheme which was implemented 
from 1957 with the main objective of reha¬ 
bilitating old and uneconomic plantations 
with HYVs . The scheme was discontinued 
in 1979 and covered replanting in nearly 


Tabif 6: Dimensions ue Area Expansion 


Year 

Total Area 

Mature 

Average Planting 

Area under 


under Rubber 

Area 

during Period* 

HYVs (Cumu- 


(In Lakh ha) 

(In Lakh) 

New Planting 

Replanting 

lative) 


(Cumulative) 


(In ha) 

(In ha) 

(In Lakh ha) 

1960-61 

1.30 

0.69 

10418 

1137 

0.47 



(53.08)^ 



(36.15) 

1970-71 

2.03 

1.41 

8220 

2626 

1.30 



(69 46) 



(64.04) 

1980-81 

2.78 

1 94 

4527 

2697 

1.90 



(69.18) 



(68.34) 

1986-87 

3.84 

2.37 

(61.72) 

17714 

4081 

NA 

1989-90 

4.41 

2.89 

18150 

5006 

4.19 



(13.53) 



(95.15) 


Noter. I This is the average rat; of planting (new/replanting) during the preceding decade. 

2 Figures in brackets indicate percentage share of the total. 

Source-. Indian Rubber Statistics, Rubber Board, various issues. 
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54fiOO hectues (i t, cumulative for the 
period 1957 through 1979) and disbursed 
about Rs 1925^ lakh. In addition to this 
capital subsidy the growers who vcre covered 
under the scheme were also eligible for in¬ 
put subsidies. The total subsidy disburse- 
moits under the scheme amounted to 
Rs 2162.46 lakh (i e^ capital plus input). (See 
Ikble 12 for a break up). 

The distiiKt features of the scheme are 
that it covered only replanting. 

(ii) The first scheme for new planting was 
a scries of credit schemes now known as the 
new planting and upkeep loan schemes and 
they were put into operation in 1962 and 
1963 respeaively. They were revised once in 
1966. The progies of the scheme is mapped 
out in Ikble 13. It is quite interesting.to note 
that the repayment rate has bero quite high. 

(Ui) But the first systematic effort towards 
extending new planting took place only in 
1979 when in that year a new credit linked 
subsidy scheme called Rubber New Planting 


Year 

Absolute 

Productivity 

(Kg/ha) 

1949-50 

1950-51 

284 

1951-52 

298 

1952-53 

318 

1953-54 

326 

1954-55 

326 

1955-56 

353 

1956-57 

333 

1957-58 

345 

1958-59 

344 

1959-60 

346 

196041 

365 

1961-62 

370 

l%2-63 

384 

1963-64 

393 

1964-65 

420 

1965-66 

448 

1966-67 

483 

1967-68 

548 

1968-69 

576 

1969-70 

616 

1970^71 

653 

1971-72 

678 

1972-73 

72< 

1973-74 

756 

1974-75 

762 

1975-76 

772 

1976-77 

806 

1977-78 

770 

1978-79 

711 

1979-80 

771 

1%041 

788 

1981-82 

779 

1982-83 

830 

1983-84 

857 

1984-85 

886 

1985-86 

898 

1986-87 

926 

1987-88 

944 

1988-89 

^74 

1989-90 

1000 

Sources: 1 

Rubber Board 1987-88, 1991 


Subsidy Stdieme (RNPSS) was implemented, 
albeit, on a pilot basis. The target was to 
raise 4000 ha of new planting. The scheme 
had three components, first a capital Sub¬ 
sidy and second input subsidies and third an 
interest subsidy. The pilot scheme was ex¬ 
tremely successful in the sense that the ac¬ 
tual area new planted (6938.56 ha) was much 
above the targeted area (40<X) ha) by as 
much as 173 per cent. Encoursqted by the 
overwhelming response to the scheme the 
goverpment has formulated two more 
schemes called the Rubber Planution 
Development Schemes (RIPDS) to run con¬ 
currently with the sixth and seventh five-year 
plan periods respectively. Like the previous 
schemes they too were credit linked subsidy 
schemes having three subsidy components, 
viz. capital, input and interest subsidies. A 
major dimension of these subsidy schemes 
is that they are disbur^ only after physical 
verification of the various items of work 
stipulated by it. Tkble 14 summarises the pro- 


NR 

Plantation 

Crops 

All Crop 

80.60 


82.10 

90.00 

77.9 

77.10 

89.70 

81.8 

76.40 

95.90 

86.3 

80.10 

86.60 

78.5 

88.50 

80.70 

83.5 

87.20 

92.00 

83.4 

83'.70 

94.60 

91.0 

86.40 

75.70 

88.7 

81.60 

59.90 

89.9 

91.50 

61.30 

89.9 

87.20 

61.70 

88.0 

94.20 

61.30 

84.6 

92.00 

98.40 

93.3 

89.60 

68.90 

92.9 

91.60 

91.30 

99.2 

99.70 

77.20 

94.1 

84.20 

83.10 

98.4 

85.30 

94.60 

98.7 

100.40 

99.10 

102.3 

98.20 

106.20 

99.0 

101.40 

112.20 

III.3 

107.90 

116.50 

108.0 

107.50 

124.80 

1149 

100.90 

130.00 

116.7 

106.30 

130.90 

120 5 

104.40 

132.80 

117.4 

115.60 

138.70 

123 5 

109.00 

132.40 

133.3 

119.50 

122.60 

131.7 

122.20 

132.80 

133.7 

107.60 

135 80 

129 4 

122.70 

134.20 

130.6 

125.60 

143.00 

125 7 

123.30 

147.00 

125 7 

141.00 

152.60 

146.9 

143.10 

154.60 

139 30 

146.30 

159.50 

139.90 

135.30 

159.50 

138.40 

137.60 

162.60 

167.80 

155 90 



Table 8: Rate of Growth of Productivity, 
1950-51—1987-88' 

Crop Rate of 

Growth 
(Per Cent 
Per Annum) 


1 Natural Rubber 2.20 ( 8.89)^ 

2 All plantation crops' 1.75 (22.24) 

3 All agricultural crops 1.57 (18.06) 

Notes. I These are trend compound growth 
rates by fitting the semi-logarithmic 
functional form tog Y=log a -f b 
' log t, where Y is productivity in in¬ 
dex numben and t is the time trend. 

2 Figure in brackets indicates the ’tt 
ratios; all significant at both I arul 
5 per cent levels of significance. 

3 This includes NR too. 

Source: Thble 7. 


Table 9: Productivity Levels in India 
wSv^wsOtherCountries, 1988 

(Kg/mature area in ha) 


Country 

Level of 
Productivity 

Shaie (in 
World NR 
' Output) 
(Per Cent) 

I India 

970 (-12.69) 

5.08 

2 Malaysia 

■ 111 

33.07 

3 Indonesia 

520 f-53.20) 

24.60 

4 Thailand 

810 (-27.09) 

19.42 


Note: Figure in brackets indicate the produc¬ 
tivity differential <in per cent). 

Source: Economist Intelligence Unit (1989), 
pp 25-26. 

gress of these three subsidy schemes. 

The schemes have been quite successful 
in terms of more than achieving their targets. 
But an important aspect is the fact that the 
loan schemes do not appear to be very 
popular as in both RPDS I and II. Only 
about 26 and 39 per cent of the amount 
sanctioned have been actually disbursed. The 
fact that the rate ot disbursements have been 
so low lends to suggest that the transaction 
costs involved in getting the loans sanctioned 
is particularly high. The same is the case 
with the subsidy on interest payments. This 
IS ofcourse an issue which needs to be 
analysed in depth before any firm conclu¬ 
sions can be drawn. 

1 1 would now be interesting to find out 
how much of the new- and rc-planting that 
has come up since 1980 has been subsidised. 

Table 15 indicates that on an average 57 
per cent of the new plantings are subsidised 
and the similar data for replanting works out 
to approximately 80 per cent. This shows 
that the subsidy has been relatively more 
popular with replanting than with new plan¬ 
ting, contrary to the general impression that 
It IS the other way around. 

Scheme.s for intensive cultivation 
(I) One ol the major factors which inhibits 
the use ot various inputs m NR is its high 


Table 7: Index Number of Productivity 
(Bare: IHeonium ending: 1969-70>=100) 
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prices and its non-availability at the right 
time and in required quantities. As seen 
above, one of the factors affecting produc¬ 
tivity is the level of input usage or the ex¬ 
tent of cultural practices adopted. So inoider 
to increase productivity by encouiaging the 
planters to adopt the right sort of cultural 
practices, the government have started pro¬ 
viding inpuu to small holders at subsidised 
rates. This is accomplished through the for¬ 
mation of what is called Rubber Producer’s 
Societies (roughly in the AMUL pattern). 
Started in 1986-87, there are curently (as on 
31/3/90) about 800 RPS’s covering approxi¬ 
mately a third of the total area under NR. 
A host of inputs like fertilizer, fungicides, 
rain guarding and processing material ate 
distributed at subsidised rates. Some of these 
arc also distributed through co-operative 
Rubber Marketing Societies. A sum of 
Rs 42.44 lakhs and Rs.49.94 lakh have been 
apended under this scheme during 1987-88 
and 1988-89 respectively. 

(2) We are now in a position to aggregate 
the various kinds of subsidies given by the 
government from 1957 till March 31, 1990. 
Tkble 17 presents this. 

Capital subsidies account for a major 
share. In fact over 80 per cent of these sub¬ 
sidies have been disbursed since 1979 for new 
investments. The specific group which has 
beneHted most is the small grower below 
5 ha of rubber. 

(3) NR and coconuts ate eminently suita¬ 
ble for comparison. Both ate perennial crops 
having a long gestation period of almost the 
same number of years (six to seven years), 
incurring more or less the same amount 
of investment costs (approximately 
Rs 40,000/ha at current prices) grown under 
small holdings and large in Kerala. In NR 
otplidt cash subsidies on a regular scale was 
given since 1979 while in coconuts it was 
only since 1981-82. Ikble 18 summarises this 
aspect. 

This shows that the direct cash subsidies 
going into rubber are. much more than 
coconuts. 


IV 

Economic Coat of Import 
Subatitution 

We have seen that an overriding principle 
governing government intervention is to in¬ 
crease domestic production and thereby 
substitute imports. Domestic output has 

aaavavMsvw vavaaivaaagwai/ vtvi tiiai^ aiiu aa a 

result the relative share of imports in total 
consumptiem has remained more or less con¬ 
stant. Thus the policy of increasing domestic 
production has resulted in the containment 
of relative imports. But this ‘import-substi¬ 
tution’ has been achieved (in a limited sense) 
at arcost. In this section we are concerned 
with quantitativdy measuring the cost of im¬ 
port substitution. 


A very direct measure of import substitu¬ 
tion is to compare the actual cost of pro¬ 
duction of NR in India vis-a-vis that incur¬ 
red by other major producers. However such 
data on inter-country costs are not available 
leave alone differing accounting norms, etc 
The second best way of measuring the cost 
Table 12: Replanting Subsidy Scheme 
(Cumulative 1957 through 1989 in Rs lakhs) 


(A) Capital subsidy 1925.26 

(B) Input subsidies 237.2d 

of which; 

(a) Fertiliser 216.30 

(b) Planting material 19.60 

(c) Soil conservation work 1.30 

Total (A-tB) 2162.46 


Source: Compiled from Rubber Board 
(1988-89), p 10. 


Table II: Pbocress in Impoxt Substitution 

(VOb tonnes) 


War 

Domestic 

Output 

Domestic 

Consump¬ 

tion 

DeTicit(-) 

Surplus 

( + ) m 

D Output 
Compared 
to D 

Consumpton 

Import 

Export 

Percentage 
Share of 
Imports in 
Ibtal D 
Consumption 

1970-71 

92.17 

87.24 

4.93 

2.47 

Nil 

2.83 

1971-72 

lOUl 

96.43 

4.76 

0.04 

Nil 

neg 

197^73 

112.36 

104.03 

8.33 

0.04 

Nil 

neg 

1973-74 

123.15 

130.30 

-5.15 

Nil 

2.70 

Nil 

1974-75 

130.14 

132.60 

-2.46 

Nil 

0.04 

Nil 

1975-76 

137.75 

123.69 

12.06 

Nil 

Nil 

Nil 

1976-77 

149.63 

137.62 

12.01 

Nil 

12 30 

Nil 

1977-78 

146.99 

144.97 

2.02 

Nil 

11.08 

Nil 

1978-79 

133.30 

164.42 

-2922 

14.75 

Nil 

8.97 

1979-80 

148.47 

163.23 

- 16.78 

32.2 

Nil 

19.49 

1980-81 

153.10 

173.63 

-20.53 

9.25 

Nit 

5.33 

1981-82 

132.87 

188.42 

-35.55 

42.75 

Nil 

22.69 

1982-83 

165.83 

195.55 

-29.70 

33.4 

Nil 

17.08 

1983-84 

173.28 

209.48 

-34.20 

35.94 

Nil 

17.16 

1984-85 

186.43 

217.51 

-31.06 

37.46 

Nil 

17.22 

1985-86 

200.47 

237.44 

-36.97 

41.43 

Nil 

17.45 

1986-87 

219.32 

257.31 

-37.79 

45.36 

Nil 

17.63 

1987-88 

233.20 

287.48 

-52.28 

53.69 

Nil 

14.60 

1988-89 

259.17 

313.83 

-54.66 

59.84 

Nil 

16.37 

1989-90 

297.00 

341.84 

-45.60 

44.45 

Nil 

13.00 

1990-91 

329.63 

364.32 

-34.69 

51.94 

Nil 

14.25 


Sourte. Indian Rubber Siaiisiics, various issues. 


Table 10: Tbenos in Recionwise Pboouctivity, 1980-81—1988-89 

(Kg/hol 


Region/Districts 

198081 

1981-82 

1982-83 

1983-84 

1984-85 

1985-86 

1986-87 

1987-88 

1988-89 

Average 

1 Kanyakumari (5.96 per cent) 

(Ikriiil Nadu) 

1077 

1060 

967 

917 

991 

1044 

1071 

1088 

1162 

1042 

2 Trivandrum, KoUam and 
nithaiufflthitta (Kerala) 

843 

843 

883 

946 

960 

%9 

986 

1006 

1027 

940 

3 Kotuyam, Idukki. Aalapuzha, 
Ernakulam, Thrissur (piarts) 
(Kerala) 

769 

734 

840 

869 

902 

906 

927 

962 

993 

878 

4 Palakkad and Thrissur (Kerala) 

779 

751 

821 

859 

892 

893 

915 

834 

864 

845 

5 Malappurem, Kozhikode, Wynad 
and Kasargod (Kerala) 

715 

692 

702 

732 

748 

760 

787 

804 

824 

752 

6 South Kanara, Cooig 

531 

600 

704 

538 

577 

729 

818 

858 

991 

705 


Saw UMsairm** -narrantgai akmM e\f rmarfaww in tntnl nn^iuHluwi luiRnrf nn • Knma n VMr •wnniom nnHinn I08A.87 


The total does not add up to 100 because the balance 0.8S per cent is accounted by rest of India. 

Sourer. Computed from district-wise dau on productivity provided by the sutistics and Plarming Division, Rubber Board. 


MS 
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of impoit Ribitinition is to compare the level 
of prices in India vis-a-vis that of interna¬ 
tional prices. A price comparison is mean- 
uif ful because prices usually reflect cost of 
production, given a certain level of demand 
(see Figure 3). 

It should be added that the prices which 
we are cmnparing are local prices in the 
respective local markets without any ad¬ 
justments whatsoever. The ratio of Indian 
prices to the world prices shows that dome¬ 
stic prices have cdnsinemly been above the 
world prices excepting for I960, 1973, 1976 
and 1977. 

But there are now much more sophisti¬ 
cated summary measures which economists 
have been adopting increasingly which 
measure the effective incentives in the dome¬ 
stic production of a given commodity (or in 


other words the cost of import-substitution) 
and which incorpmate the notion of relative 
prices (domestic vis-a-vis world prices). 
There are: (a) Nominal Protection Co¬ 
efficients (NPCs): and (b) Effective Protec¬ 
tion Co-efficients (EPCs). 

These co-efficients-ate based on the prin¬ 
ciple (or approximation) that observed unit 
world prices of an activity measure true op¬ 
portunity costs to society as a result of that 
activity. We first briefly explain the com¬ 
putational aspects of th^ two coefficients 
and thereafter present the empirical results 
on it based on the Indian data. 
Conceptual issues 

Nominal Protection Co-efficient is defin¬ 
ed as the ratio .of Indian (domestic prices) 
to its world reference price. In symbols, in 
the case of NR 


Pa“ 

NPC. = - •••<» 

Pa" 

Where 

NPCfi =• Nominal protection coeffident 
on rubber output: 

• Domestic price of rubber; and 
Pa" “ World (reference) price of rubber 
All the prices refer to the same period and 
they are computed under the assumption 
that the domestic rubber is a substitute for 
imported rubber. Here the domestic price is 
the price actually received by the grower and 
reference or world price is the price the 
grower would have received had there been 
no restrictions on international trade in NR 
in India (or in otherwords under free trade 
conditions). Nominal protection is thus con¬ 
cerned with the impact of trade-related in¬ 
centives to domestic producers (tariffs. 

Table 16: Schemes fob Impbovinc 

PaOCESSINCi AND MAaKETINO 

(Rs in lakhs) 

Scheme Cumulative 

Expenditure 
(1956-57 - 
1988-89) 


Table 13: Procxess of New Plantinc Loan Schemes 


Nature of the Loan Scheme 
with Period Covered 


Total area 
Covered under 
the Scheme 
in HecMies 


Ibial Amount 
of Loan 
Paid 

(Rs Lakhs) 


Ibtal Amount bf 
Loan Repaid, 
with Interest. 

If Any 
(Rs Lakhs) 


1 New planting loan schemes (1962-1965) 439.01 7.34 7.93 

2 Upkeep loan scheme (1963-1964) 304.73 2.63 2.68 

3 Revised loan scheme (1966-1978) 3133.38 74.71* 80.03 


Note. In addition to this a sum of Rs 0.60 lakh was disbursed by way of fertiliser and planting 
material subsidy under this scheme. 

Source: Rubber Board (1988-89), pp 10-11. 

Table 14: Phocress of the Three Capital Subsidy Scheme siNcp 1979 


Scheme Area New Planted (in ha) 



Period 

Ihrget 

Actual 

Capital 

Input 

Interest 

Disbursed 
(Rs in lakh) 

1 NPSS 

2 RPDSI 

1979 
1980-81 to 

4000 

6938.56 

455.04 

6.75 

0.63 

96.28 

3 RPDSll 

1983-84 

1984-85 to 

60,000 

71,885 

3569.84 

392.34 

3.87 

119.75 

(465.61) 


1988-89 

40,000 

49,221 

930.93 

614.55 

10.66 

20.33 

(52.47) 


A/oie: Figures in brackets indicate the actual amount of loan sanctioned. 
Sources: Rubber Board (1988), pp 7-8. 

Rubber Board (1^-89 a), pp 11-13. 

Rubber Board (1988-89 b), p 121. 


Table 15: Degree of Subsidisation in NR, 1980-1989 

fArea in hectares) 


Yhar 

Ibtal Area 
Newplanted 

of which with 
Subsidy (approvals) 

Total Area 
Replanted 

of which with 
Subsidy (approvals) 

1980 

12200 

8632.377 (71) 

4065 

3465.43 (85.25) 

1981 

17700 

9636.195 (54) 

4066 

3943.52 (96.99) 

1982 

17600 

10064.89 (57) 

4188 

3772.83 (90.09) 

1983 

17700 

11361.35 (69) 

4065 

4010.13 (99.00) 

1984 

18500 

13199.17 (71) 

4150 

4116.68 (99.20) 

1985 

19500 

10661.91 (55) 

4100 

3996.00 (97.46) 

1986 

18000 

9573.575 (53) 

4000 

3955.77 (98.89) 

1987 

15000 

9316.686 (62) 

4000 

4651.01 (116.28) 

1988 

16600 

8505.535 (51) 

4600 

5137.30 (116.68) 

1989 

15000 

5331.793 (36) 

5000 

2710.91 (54.22) 


Note. 1 Figures in brackets indicate percentage share of the total. 

2 The percentage share has exceeded 100 in 1987 and 1988. because column 5 pertains 
to area approved to be replanted under the subsidy scheme, and not the actual area 
replanted. 

Source: Rubber production department, Rubbei Board. 


1 Distribution of roller under 

hire purchase 42.19 

2 Subsidy to co-operatives/ 

small holders for construc¬ 
tion of small houses 47.26 

3 Share capiul to corOperatives 
for establishing processing 
units/underuking marketing 

of rubber 184.50 

4 Loans to co-operatives for 
establishing testing 
laboratories/ purchasing 

trucks 10.00 

5 Working capital to co¬ 

operatives for undertaking 
marketing of Rubber 63.42 

6 Other schemes 17.83 

Total 365.20 


Sources: Rubber Board (1987-88), p 73. 

Rubber Board (1988-89), pp 15-17. 
Rubber Boaid (1991). p 75. 

Table 17; Totai Subsidy Disbursements, 
1957-1990 


Nature of Subsidy 


A For New and Replanting 

1 Capital 

2 Input 

3 Interest 

B Fdr processing and 
marketing of rubber 
C For irrigation and 
bee-keeping 
O Input subsidies for 
mature rubber 
Toul 


(Rs takhs) 

Actual Amount 
Disbursed 


6881.07 (80.66) 
1250.84 (14.66) 
15.16 ( 0.18) 

273.95 ( 3.21) 

17.83 ( 0.21) 

92.38 ( 1.08) 
8531.23 (100.00) 


Note. Figures in brackets indicate percentage 
share of the total. 
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quotas, etc) on the price of a product. Prices 
are raised/lowered by such incentives. The 
NPC can range from zero to infinity, but if 
it is greater than unity we say that the 
domestic producers a’K protected or in other- 
words the cost of import-substitution is high 
and inefficient. If it is less than unity we say 
that the producers are disprotected and the 
import-substitution has been quite efficient, 
economically speaking. 

Effective protection co-efficenis on the 
. contrary, is a much more sophisticated sum¬ 
mary measure. It lakes the analysis a step 
further as it is concerned with the impact 
of incentives on production activities (or the 
value adding process of production) taking 
into account incentives to the output and in¬ 
termediate inputs of activities as well, it is 
thus defined as the ratio of value added in 
domestic prices to the value added at world 
prices. In Symbols, 


yO 

EPC„ _i_ .(2) 

" V w 

* n 


Where 

EPC, Effective protection co-efficieni 

on rubber 

Value added of Indian rubber 
^ production at domestic prices 

'^a Value added of Indian rubber 

production at world prices. 
There are several computational aspects 
of (2) that need to be spelt out. First of all 
while value added in domestic prices is 
estimated from observed actual values of 
outputs and inputs of domestic prices by 
estimates of nominal protection to the 
goods. Second, while computing the value 
added according to the Tesidual’ approach, 
we subtract only the value of tradable inputs 
from the value of output. So in operational 
terms (2) can be rewritten as: 

P,»-T1,«^ 

EPC. 

P “ Tl o 

- (3) 


NPC. NPC.J, 


Where 

= domestic price of NR, 

Tl^’ the tradeable inputs that arc 
used in domestc rubber piuductiun; 
NPC„ = Nominal Protection Co-efficient 
on Rubber output same as (I) 
NPC^i = Nominal Protection Co-efficient 
on the tradeable inputs 
All these values refer to a specific period 
ind per unit of rubber output (say per 
lOO/kg). The value of EPC, therefore 
lepends on the values of NPC,^ and 
SPC.^,. The various possibilities are: 

a) If NPC, NPCt,, then EPC. NPC.; 

b) If NPC, = NPC.,, then EPC. = 

MPC.,and " 

O If NPC, NPC^,, then EPC,NPC,. 

Like NPCs, EPCs also range from zero 
to infinity and if it is above unity, we say 
that the domestic producers are protected or 
that the imoort-substituiion has been cost- 


V-90 


Fiouae 3: Ratio of Indian PRiq^ to World Prices 
(IW0-I99I) 



□ Ratio 


Table 18; Capital Subsidy in NR p/S/I.p/s Coconut 


Characteristics 


Natural Rubber 


Coconut 


1 Degree of subsidisation' 
(in per cent) 

2 Area new planted with 
subsidy cumulative 1980 
through 1989* (in lakh 
hectare) 

3 Rate of capital subsidy 
(in per cent) 


57.38' 


0.96 

Differential rate 

a) upto 1983-84; it was Rs 5,000 for owning 
up to 20.23 ha, and Rs 3000 for growers 
owning above 20.23 ha 


b) From 1984-85: it is Rs. 5000 for growers 
owning up to 5 ha of Rubber 

4 The targel group 
(minimum-maximum 

area in hectares) 0.40 ha to 5 ha 

5 Actual amount of capital 

subsidy disbursed, 
cumulative since incep¬ 
tion (Rs in lakhs) 4955.81* 

6 Other benefits Eligible for Input and interest subsides' 


5 39’ 


0.18 

Uniform rate: 
Rs 3000 
for growers 
owning up to 
2 ha of 
coconut area 


0.10 ha to 2 ha 


310,79 (15.95)* 
No other 
benefits 


Notes: I The degree ol subsidisation is defined as the ratio of cumulative area newplanted with 
subsidy to cumulative total area replanted. 

2 In the case of NR the capital subsidy is given for both new and replanting. Howevei 
in the present exercise we have considered only the newplanted area with subsidy 

3 In computing the degree of subsidisation for coconut we have not included the year 
1986-87 in both the numerator and denominator as well. 

4 There are essentially three subridy schemes beginning with the pilot newplanting scheme 
of 1979 ,which was in operation for only one year followed by the phase 1 (1980-81 
to 1983-84) and the phase 2 schemes (1984-85 to 1988-89) . Iq the pilot scheme the 
rate of capital subsidy was Rs 75(X)/per ha up to 2 ha and Rs 5(X)0/ha for growers in 
the size class 2 ha - 20.23 ha. 

5 This includes the pilot new planting subsidy scheme of 1979. 

6 This IS the ratio of rubber subsidy to coconut subsidy. 

7 The input and interest subsidies amounted to Rs 1028.80 lakhs L-umulalive 1979-1989. 

Souive: Mam. Sunil (1992). pp 18-19. 
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ly to the economy and if it is less than unity, 
the other way around. 

The domestic price of NR (i e, P®) is the 
price actually received by the growers. Here 
we consider two kinds of growers (viz, small 
holdings and estates) spread over three 
regions, viz, Kanyakumari (Ikmil Nadu), 
Kottayam (Kerala) and Coorg (Karnataka). 
These prices have been obtained directly 
from the growers on the basis of a sample 
survey and they are available for six time 
points in the 1980s, viz, 1980, 1981, 1985, 
1986, 1987 and 1988. 

The world or reference prices (P,*^ is 
arrived at on the hypothesis that the dome¬ 
stically produced NR is a substitute for im¬ 
ported NR. So we approximate it with the 
landed price of imported NR. Imports of 


Table 19: Breakup of Costs of Imported N R 


Particulars 

Cost 

1 Customs duly on imported NR 
(in per cent of the cif price) 

65.00 

2 Unloading and Pon costs 
(Rs per tonne) 

160.00 

3 Other costs including marketing 
margin of STC (in per cent of 
cif price 

2.50 


Sourer. STC. 


NR are canalised through the State Trading 
Corporation (STC) 

Therefore 

Pn*' * cif price of imported rubber at 
Madras plus port clearance charges minus 
the internal transport cost from Kottayam 
to Madras minus the marketing costs and 
distribution margins. 

The ex-Madras cif prices have been col¬ 
lected from the Statistics and Planning 
Division of the Rubber Board. Since almost 
the entire quantity of Rubber is imported 
through Madras port, we consider it as the 
relevant one. To this we add the port clear¬ 
ance charges to arrive at the landed cost of 
imported Rubber. Dependinx upon the place 
ol comparison the appropriate transport 
costs and the distribution margins etc are 
deducted from the landed cost to arrive at 
the relevant reference price for the regions 
selected for our computations. The detailed 
breakup of these various costs of imported 
NR arc given in Table 19. 

Thus both the domestic and reference 
prices are arrived at as ‘real’ as possible. 

The value added in domestic prices is 
del ived out of the studies on Cost of pro¬ 
duction of NR condue’ed by the cost Ac¬ 
counts Branch (CAB) of the ministry of 
linance. These data are available for four 


time-points in the l9K0s . The value added 
in world prices is imputed see equation (3). 
The tradeble inputs considered arc fertilizer, 
copper sulphate and formic acid. The NPCs 
on tradeable inputs are computed by taking 
ratios of their domestic prices which are 
derived out of the CAB reports while the 
reference prices are derived from Monthly 
Statistics of Foreign Trade published by the 
DGCl and S. 

The NPCS on rubber output arc presented 
in Thble 20. 

The rate of'nominal protection (defined 
as (NPC-I) X 100) has ranged from 6 per cent 
in 1980 to 87 per cent in 1985 though it has 
tended to come dtwn since the mid-1980s. 
This shows that -wltile the growers are pro¬ 
tected, the degree of protection has tended 
to decrease since the mid-1980s. But when 
compared to coconut the degree of protec¬ 
tion on rubber is much lower. Thus as seen 
in Table 18 though rubber gets higher cash 
incentives than coconut, the effective incen¬ 
tive going into rubber is much lower. 

As noted before, if the tradable inputs 
used in the production process are them¬ 
selves protected it can aHect the degree of 
protection. We measure the effect of protec¬ 
tion on tradable inputf by computing the 
EPCs on rubber output (See Table 21). 


Table 20: Nominal Protection on Rubber Output, 1980-88 
(Hypothesis; Rubber As Importable) 


Region/State 


1980 



1981 



1985 



1986 



1987 



1988 



SH 

EST 

A 

SH 

EST 

A 

SH 

EST 

A 

SH 

EST 

A 

SH 

EST 

A 

SH 

EST 

A 

1 Dunil Nadu 
(Kanya Kumari) 

I.0S 

1.09 

1.07 

(0.12) 

1.61 

1.66 

1.64 

(0.13) 

1.88 

1.93 

1.91 

(Oil) 

1.66 

1.71 

1.69 

(O.II) 

1.43 

1.47 

1.45 

(0.10) 

1.13 

1.14 

1.13 

2 Kerala 
(Kottayam) 

1.06 

1.08 

1.07 

(0.84; 

1.62 

1.67 

1.64 

1.87 

1.91 

1.89 

1.68 

1.70 

4.69 

1.44 

1.46 

1.45 

1.13 

1.14 

1.13 

3 Karnataira 

Weighted 

Average 

I.OI 

1.10 

1.06 

(0.03) 

1.06 

(2.40) 

1.S7 

1.67 

1.62 

(0.03) 

I 64 
(2.30) 

1.83 

1.93 

1.88 

(0.03) 

1.87 

(2.40) 

1.63 

1.72 

1.68 

(0.04) 

1.69 

(4.66) 

1.40 

1.47 

1.44 

(0.04) 

1.44 

(3.40) 

1.14 

1.12 

1.13 


Notes: I (a) SH= small holders, and (b) ESTs= Estates. 

2 Figures within parentheses are value weights estimated by multiplying state level rubber production with its reference price of the specific 
year. 

3 Figures in brackets indicate NPCs of coconut/copra. 

Sourer See the text. 


Table 21: Effective PRorErriON Co-Efficient on Rubber Output 


(Hypothesis: Rubber As Importable) 


Region/State 


1980 



1985 



1986 



1988 


SH 

EST 

Average 

SH 

EST 

Average 

SH 

EST 

Average 

SH 

EST 

Average 

1 Ikmil Nadu 
(Kanya Kumari) 

0.92 

0.93 

0.93 

1.87 

1.88 

1.88 

1.57 

1.61 

1.59 

0.97 

0.98 

0.98 

2 Kerala 
(Kottayam) 

0.91 

0.99 

0.95 

1.90 

1.91 

1 91 

1.59 

1.61 

1.60 

o.% 

0.97 

0.97 

3 Karnataka 
(Coorg) 

0.57 

1.00 

0.94 

1.88 

1.88 

1.88 

1.78 

1.85 

1.82 

0.99 

1.01 

1.00 

Weighted 

Average 

NPC 

EPC of coconut 
oil 



0.94 

(2.66) 

1.06 

4.04 



1.89 

(1.98) 

1.87 

2.00 



;.67 

(2.36) 

I. 69 

II. 45 



0.98 

(3.25) 

1.44 

3.11 


Notr Figures in parentheses indicate the NPCs of all tradable inputs 
Sourer Sec the text. 
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Tht''Allowing salient points emcfge from 
l^ble 21: 

(1) The EPC{ have been on ah average lower 
than the NPi's during all the years excep¬ 
ting 1985, employing the high NPCs of 
tradable inputs; 

(2) The EPCs ha<«e been less than unity in 
1980 and 1988 intplying disprotection; 

(3) The EPCs on nib^ are much lower than 
the ones of coconut/copra confirming our 

' earlier finding that the effective incentives 
going into rubber are much lower than the 
» ones going into coconut; and 

(4) The policy of import-substitution in NR 
has been effected at a cost, as reflected in 

> the magnitude of NPCs and EPCs. But the 
costs could have been lower if the tradable 
inputs were provided at international prices. 

I 

' Conclusion 

In this paper we have analysed the nature 
and effect of government intervention on the 
economy of an import-substituting commer¬ 
cial crop. Government intervention has been 
on both the production and marketing 
fronts. Since the degree of intervention on 
' the production front has been more; relative- 
I ly speaking, our discussion of it was res¬ 
tricted to this aspect alone. The basic ra- 
' tionale for intervention was to increase the 
, domestic output and thereby effect import- 
substitution. In order to increase production 
two routes were followed: extensive and in¬ 
tensive cultivation. Heavy reliance was plac- 
' ed on the former. More and more areas were 
' brought under rubber cultivation by offer- 
' ing direct cash subsidies. The result hias been 

< an increase in production and thereby effec- 

* ting import-substitution in a limited sense, 
i But this has been achieved in terms of a cost 

< as reflected in the estimates of NPCs and 
' EPCs. These estimates showed that costs 

* could have been lower if the tradable inputs 
' were available to the domestic growers at in¬ 
ternational rates. 

I 

Notes 

fThanks are due to Garry Pussel, R Radha 
, Krishna, 1 V Meenakshi and Jacob Mani for 
, comments on an earlier draft. However all re¬ 
maining errors are my responsibility ] 

1 Much of this literature is on the theme of 
‘Privatisation’. See In this connection John 
Vickers and George Yarrow [1991]. 

2 See in this connection, Ashok Gulati and 
Pradeep K Sharma [IWIj. 

3 For details see Mani, Sunil [1992]. 

4 This section is based on Mani, Sunil [1985]. 

$ The Rubber Board has been statutorily 

created to implement the provisions of the 
Rubber Aa. 

6 For an explanation of the intra-year price 
movement see Mani, Sunil [1983]. 
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Small-Scale Fruit and Vegetable Processing 

Dynamics of Development 

Sanjay Sinha 
Saurabh Sinha 

The processed fruit and vegetable segment of the food processing industry has been identified as the thrust 
sector for export promotion. Additionally, the development of the industry has implications for the growth of 
dispersed employment opportunities as more than 70 per cent of capacity is located in small- and cottage-scale 
units However, this segment is presently subject to numerous constraining factors which could inhibit its future 
growth. This paper traces the growth of the industry, analyses the constraints pnd opportunities, discusses the 
prospects for growth and assesses the future of the sector. 


THE Indian food processing industry is now 
generally regarded as a ‘sunrise industry’. Its 
growth is expected to generate employment, 
reduce post-harvest losses, increase farm in¬ 
comes, contribute substantially to the gross 
domestic product, reduce rural-urban migra¬ 
tion and help to usher in a ‘brown revolu¬ 
tion’. The growing perception of its impor¬ 
tance as a means of increasing food avail¬ 
ability was officially acknowledged with the 
creation of the ministry of food processing 
industries in 1988. 

Of the many sub-sectors which comprise 
the food processing sector as a whole, the 
fruit and vegetable processing industry com¬ 
mands a unique position; 

—it draws upon a large raw material base 
as India produces 7.6 per cent of the world’s 
fruit and nearly 10 oer cent of its vegetables; 
—production in the organised sector grew at 
CMS 14 per cent per annum during the 1980s; 
—it has immense growth potential since less 
than 5 per cent of fresh fruit and vegetables 
are utilised for processing; 

—it provides nearly 60 per cent of the total 
exports of process^ foods in value terms; 
—it has strong backward linkages with 
agriculture and equally crucial forward 
linkages with modern markets; and 
—it is the only sector in which the proces¬ 
sed product competes with its own raw 
material for consumer demand. 

Consequently, the processed fruit and 
vegetables segment of the food processing 
industry has been identified as the thrust 
sector for export promotion. However, it is 
presently subject to numerous constraining 
factors which could inhibit its future growth. 

The subsequent sections trace the growth 
of the industry, analyse the constraints and 
opportunities, discuss the prospects for 
growth and assess the future of the small- 
scale sector. The development of the industry 
has implications for the growth of dispers¬ 
ed employment opportunities as more than 
70 per cent of capacity is located in small- 
and cottage-scale units. 

I 

Growth of the Industry 

The production of processed fruit and 
vegetable items in India is governed by the 
Fruit Products Order (FPO), 1955. The 


legislation, which was enacted to maintain 
quality standards of fruit and vegetable- 
based products, makes it obligatory for all 
units to obtain an FPO licence before pro¬ 
duction. Thus, barring a few unauthorised 
units, the number of FPO licensees' is an 
indication of the total number of manufac¬ 
turing units.^ 

As evident from Ihble I, production 
capacity exists predominantly in household 
and cottage-si/.ed units. The proportionate 
distribution of units in various size 
categories shown in the table indicates that 
roughly two-thirds are in the home and 
cottage-scales. Around 20 per cent arc small 
units and the remaining are large units (by 
the FPO capacity-based definitions).’ 

The growth in the number of FPO 
licensees over the period 1976-90, presented 
in Ikble I, shows that the highest growth rate 
during this period, in terms of number of 
units, has been at the lower end of the small- 
scale sector and in the cottage sector ■* A 
large proportion (over 90 per cent) of FPO 
licensees are small, cottage- or household- 
scale units and an even larger proportion 
(nearly 99 per cent) of these licensees arc 
small scale by the iiivestment criterion used 
by the ministry of industry (or DGTD).' 

Productive capacity in the fruit and 
vegetable processing sector has grown rapid¬ 
ly at over 13 per cent per annum in recent 
years and at the end of 1989, the total in¬ 
stalled capacity was estimated at over 
1,00.000 tonnes. This is more than twice the 
capacity in 1980. Yet, as indicated in Table 
2, the installed capacity has remained grossly 
underutilised—at just 30-40 per cent. 

The total estimated output of processed 
fruit and vegetables in 1989 was about 
2,40,000 tonnes worth approximately 
Rs 2.8(X) million. More than 60 per cent of 
this was contributed by the organised fac¬ 
tory sector The relative contribution of the 
organised factory sector to total production 
is pre.sentcd in fable 3. 

it IS evident Irom this table that in 1986-87 
(the last year for which detailed information 
is available), the total value of output from 
196 working factories of the organised sector 
was Rs 1,189 million against a total produc¬ 
tion of around Rs 1,900 million. The share 
of the organised sector in total production 
became substantial in the 1980s, having more 


than doubled since the early 1960s when its 
contribution was less than 30 per cent. 

An indication of value added by organis¬ 
ed factory sector (registered manufactur¬ 
ing)'’ fruit and vegetable processing units is 
also provided by Ihble 3. The information 
confirms the relative stagnation, even decline 
in industrial performance during the 1970s 
—the proportion of value added actually fell 
below 10 per cent. During the 1980s, value 
added performance improved considerably 
but was still less than 20 per cent in 1986-87. 

There has been some variation in the 
product-mix of the industry over the past 
decade. As indicated in Dibie 4, the notice¬ 
able changes have been in the packaging of 
fruit juices and drinks and injfw appearance 
of a profusion of western-style snack foods 
on the market. The introduction of tetra- 
packs has revolutionised the fruit juice sub¬ 
sector and though there is little dis¬ 
aggregated data available; aseptic packaging 
of fruit juices and drinks seems to have 
resulted in a spurt in demand. The snack 
food sector is largely cereal_based: though 
numerous potato-based snack foods have 
also appeared they have failed to make a 
significant impact on the market. Much of 
the change in the product-mix is attributable 
to the increased importance of large units, 
in the industry but a few small units, using 
modern technology, have also made a con¬ 
tribution in recent years. 

While definitive information is not 
available, small units occupy largely the 
traditional Indian (syrups, ‘chutneys’ and 
pickles) and traditional western (k^hups, 
jams, squashes) segments of the market. On 
account of the phenomenal growth of the 
ready-to-serve (RTS) beverage section of the 
market, these segments jiow account for 
only 46 per cent of the market for all pro¬ 
cessed fruit and vegeuble products. Ex¬ 
cluding RTS beverages, however, the tradi¬ 
tional products account for 84 per cent of 
the total quantity of production and could 
be termed the core of the market. 

Barriers to entry in production and local 
markets are not significant but for firms 
operating in a national or sub-national 
market tlie promotion and product distribu¬ 
tion functions are govern^ by significant 
scale economies. 
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The modern (or niche) segments of the 
market have very significant barriers to en¬ 
try - including access to technology, capital 
costs, promotional expenses and consumer 
taste - but very high potential rewards to suc¬ 
cess. This has resulted in a highly fluid situa¬ 
tion with numerous firms attempting to 
enter the industry but a high mortality rate 
of new entrants in recent years. Only a few 
firms, small or large, survive as independent 
opetators in the market. The products in this 
segment include fruit pulp-based drinks, 
frozen or dehydrated vegetables, snack foods 
and ready-to-serve convenience foods. 

Marketing economics do not of course 
apply to firms acting as sub-contractors 
(producing tomato ketchup, jams and 
squashes) or intermediate producers of fruit 
pulp, tomato puree or potato powder foi 
large, well established firms in the domestic 
market. Similarly, those producing final, un¬ 
branded products (such as pickles) or inter¬ 
mediate products (such as fruit pulp) for the 
export market arc not restricted by this pro¬ 
blem. Thus, there are a numbci of small sub¬ 
contracting firms reconstituting fruit juices 
to produce fruit drinks for the domestic 
market and a few small firms producing 
intermediate products like fruit pulp and 
traditional products like pickles for the ex¬ 
port market. 

Until the mid-1980s, government policy 
was inimical to the entry of large private 
sector units into the food processing in¬ 
dustry. The few large and medium size units 
were confined to some selected milk pro¬ 
ducts. chocolates and fruit and vegetable 
products. They were not allowed to expand 
capacity while new large units were denied 
entry. 

Liberalisation in the mid-1980s was in¬ 
troduced as a result of a belated realisation 
of the important interlinkagc between food 
processing and agricultural growth and the 
indastry’s immense export potential. Further 
policy changes related to the food proces¬ 
sing industry were initiated after the con¬ 
stitution of a mini.stry of food processing in¬ 
dustries in June 1988 to “regulate, control 
and develop” the processed foods sector 
“under a single roof, with a single window 
approach”' 

However, most of the increa.se in industnal 
output, a.s a consequence of the tentative at¬ 
tempts at liberalisation in the mid'l980s 
came not as much fioni a conducive fi.scal 
environment as from a simplification of 
rules and procedures. 

The situation is likely to change con-- 
siderably as a consequence of the 1991-92 
budget proposals All agro-based products 
have been completely exempted from excise 
duties. Direct foreign investment between SI 
and 100 per cent equity holding is to be per¬ 
mitted if the equity flows are sufficient to 
finance the import of capital goods at the 
stage of investment and if dividends are 
balanced by export earnings over a period 
of time. Additionally, certain general 
economic policy pronouncements like ad¬ 
justments in the currency exchange rate and 


the expansion of the lejdenishment licensing 
system are likely to benefit the industry. 

II 

Constraints and Opportunities 

The fruit and vegetable processing in¬ 
dustry in India faces multifarious con¬ 
straints. Factors impeding the industry’s 
growth are mutually interrelated. A poor 
horticultural base, a weak production 
system, market limitations, consumer 
preferences and government policy have been 
identified as the five main constraints faced 
by the industry. The figure depicts the com¬ 
plex interplay of restraining influences. The 
impact of each of these factors on the in¬ 


dustry as a whole and on the small-scale 
sector in particular is summarised below. 
Strategies which the industry and govern¬ 
ment have adopted or could adopt to lemove 
(or at least cope with) the constraints are 
also considered briefly. 

As indicated in the figure, the weakness 
of Indian horticulture manifests itself in: 

1 low crop yields; 

2 an overdependence upon a few'fruits like 
the mango; 

3 poor quality of produce; 

4 the growers’ preference for ‘tabled varieties 
rather than for processing varieties which, 
iq turn, is partly the result of market chan¬ 
nels oriented to supplying urban consumer 
markets: 


TABit 1: FPO Lk enseis by Production Category 


Category 

1976 

1980 

1982 

1984 

1987 

1990 Growth 

No Per Cent Rate Per 
Cent pa 

Large scale 

158 

218 

233 

283 

371 

442 

14.0 

7.6 

Small scale - B 

157 

236 

261 

289 

312 

331 

10.3 

5.4 

Small scale - A 

93 

166 

181 

198 

252 

323 

10.2 

9.2 

Collage scale 

258 

398 

456 

512 

636 

768 

24.3 

8.1 

Home scale 

585 

763 

1147 

1298 

1424 

1303 

41.1 

5.9 

Relabeller 

80 

245 

233 

426 

502 

679 

— 

16.4 

Total 

1331 

2026 

2611 

3006 

3498 

3846 

100.0 

7.8 


Source Ministry of Food Processing Industries, New Delhi, Personal Communicalion. 
Tabi r 2: Growth oe the Fruit and Vegetable Processing Industry 


Year 

Number of 

Installed 

Production 

Per Cent 


Licencees 

Capacity 

Quantity 

Vhlue 

Change in 



(000 Tonnes) ((XX) Ibnnes) (Million Rs) 

Quantity 






(Annual) 

1976 

1331 

in 

57.7 (25.4)* 

329.5 


1980 

2026 

275 

69.6 (25.3) 

665.6 


1981 

2394 

275 

90.0 (32.7) 

755.6 

29.3 

1982 

2611 

300 

136.6 (45.5) 

1206.9 

51.8 

1983 

2809 

330 

119.8 (36.3) 

1107.0 

-12.3 

1984 

3006 

379 

131.1 (34.6) 

1269.2 

9.4 

1985 

3100 

405 

179.2 (40.8) 

1784.7 

36.7 

1986 

3343 

447 

161.5 (36.1) 

1806.3 

- 9.9 

1987 

3498 

556 

186.5 (33.5) 

2030.8 

14.8 

1988 


599 

210.0 (35.1) 

2250.0 

12.6 

1989 


708 

240.0 (33,9) 

2800.0'* 

14.3 

1990 

3846 





Notes: * 

Capacity utilisation in per cent in parentheses. 



P Provisional estimate. 





Source: Statistics of hruit and Vegetable Processing Industry in India, Various Issues, Depart- 


mem of Food, Ministry of Food and Civil Supplies, Government of India, New Delhi. 


Tabll 3: OuTPin and V au>e Addld in the Organised Factory Sector 




(Output and value added in mUlion.Rs) 

Year 



Organised Sector 



Industry 

Output 

Per Cent of 

Value 

Per Cent of 


Uulpui 


Total 

Added 

Output 

1960-61 

46.0 

13.2 

28.7 

2.7 

20.5 

I%5-66 

lOI.O 

58.1 

57.5 

12.1 

20.8 

1970-71 

143 6 

66.9 

46.6 

15.6 

23.3 

1975-76 

279 5 

125.9 

45.0 

11.9 

9.5 

1980-81 

688.1 

528.8 

76.8 

45.1 

8.5 

1985-86 

1790.1 

1381.8 

77.2 

267.5 

19.4 

1986-87 

1862.4 

1189.1 

63.8 

231.4 

19.5 


Source: Various for industry total; Annual Survey of Industries for working factories. 
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5 the short seuon of most fruits and 
vegetables with shorter procurement 
periods: and 

6 high losses during grading, handling, 
storage, transportation and distribution 
after harvesting. 

These together have a direct effect upon 
(I) the price of raw material to processing 
units which is nearly three times the inter¬ 
national average price; (2) the supply of 
fruits and vegetables to processing units 
which is extremely erratic and unreliable. 

There is no short-term solution to these 
problems. They can only be overcome in the 
long term through the growth of the still 
iMscent efforts at developing an industry- 
agriculture linkage. Such a linkage can take 
one of the following forms: 

—Contract farming in which the industrial 
unit otters into a contractual agreement with 
the farmers of a region. Under the agree¬ 
ment, the unit purchases a part of the total 
produce from the farmers at a pre-deter- 
mined price. Extension services in the 
form of information and demonstrations of 
improved agronomic techniques are provided 
to the grower by the processing unit. 

—Captive farming in which the industry ac¬ 
quires land on lease from the government 
to grow its own taw material and is, thereby, 
assured of the requisite quantity and desired 
quality. 

—Farmers’ service co-operatives by which 
small farmers of a horticulturally rich region 
come together to form a farmers* co¬ 
operative society for production and 
marketing. The processing units buy the raw 
material from these societies. The latter 


Tabi.e 4; Industry Product-Mix 

(Product shores in per cent) 



X91S 

1985 

Fruit-basea 

Fruit juice and fruit pulps 17 

25 

Ready to serve beverages 1 


13 

Synthetic syrups 

21 

8 

Squashes J 


5 

Jams and jellies 

5 

to 

yegetabte-based 

Pickles 

16 

10 

Ibmato products 

5 

4 

Canned vegetables 

10 

4 

Others 

26 

21 


Source: Asopa andKalro (undated), op cii for 
1983. Figures for 1975 compiled from 
production data. 


receive technological inputs (in the form of 
improved seeds and agricultural extensitm) 
from the processing units or from the 
government. To encourage this, the govern¬ 
ment could provide farmers’ societies with 
basic capital (seed money) up to 23 per cent 
of output cost for planting material, fer¬ 
tilisers and pesticides. Various aspects of 
these linkages are summarised in Thble 5 

Contract farming is currently being prac¬ 
tised by Kissans near Bangalore and Pepsi 
Foods near Hoshiarpur, Punjab with vary¬ 
ing degrees of success. In both the above 
cases, however, the industry has contracted 
with tomato growers. This may be because 
tomato has a limited gestation (and, con¬ 
sequently, short risk-bearing) period. 
WIMCO—a large producer of intermediate 
product$~has attempted a similar contrac¬ 
tual arrangement with mango growers in 
Andhra Pradesh but is not optimistic of the 
project’s chances of success since mango 
trees require five years or more to bear fruit. 
It is difficult to make an agreement hold over 
this period of time without any tangible 
ongoing benefit to the contracting parties 
(particularly to the farmers). 

Given the failure of the government 
mechanisms for support to horticulture, 
howevei, it is inevitable that new forms of 
contract will be tried as this is the only way 
in which industry can ensure supplies of 
good quality raw material. As providing ex¬ 
tension services and policing contracts are 
cost-intensive activities subject to significant 
scale economies, in the immediate future this 
is a realistic option only for large-scale units. 

On account of restrictive land tenure laws, 
in practice, captive farming is not possible 
at present. Its introduction would require 
changes in the law to enable industrial units 
to acquire large tracts of land. Given the 
enormous pressure of population on land in 
India, it is debatable whether this would be 
an optimal utilLsation even of degraded land. 
In any case, the few attempts to do this under 
agro-forestry programmes have become 
mired in controversy over such issues as the 
definition of degraded land and the displace¬ 
ment of those holding grazing or other rights 
to the land. In the event that it is imple¬ 
mented, this IS a reahstic possibility only for 
large units with the capital required to in¬ 
vest over an extended period of time in 
reclaiming land and making it productive. 

As the size of landholdings in Indian 

Tabie 5: Auriculture-Industrv Linkaues 


horticulture is relatively small—and the 
number of fanners involv^ is concomitantly 
high—fanners’ service co-opeiati v m beco m e 
a realistic po.ssibility only in situations where 
government intervention—backed by price 
support and extension inputs—takes place 
on a substantia] scale. The National Dairy 
Development Board's (NDDB) efforts in 
marketing and produaion suppon for milk 
and edible oilseeds producers are the only 
substantive examples of this. 

In recent months the NDDB has made a 
small beginning in fresh fruit and vegetable 
marketing in Delhi If this systeifi grows, it 
could prove a boon for small processed food 
manufacturers—initially in the northern 
region—and later in the country u a whole. 
Without such intervention, there is little— 
in terms of leadership and the capitsd 
resources for the creation of joint facilities— 
to bring small, spatially dispersed producers 
together into a co-operative production or 
marketing network. 

Until recently, the horticulture sector has 
suffered general neglect from a development 
point of view. Fruit and vegetables did not 
receive much scientific and development at¬ 
tention till the end of the IV Plan (1973-74). 
It was only in the V Plan (1974-79) that an 
outlay of Rs 20 million was allocated for 
horticultural development compared to an 
outlay of only Rs 0.3 million under the IV 
Plan (1969 74). 

Given the neglect of horticulture while 
foodgrain production was being emphasis¬ 
ed, it is not surprising that it has, so fir, been 
unable to meet the needs of a modem in¬ 
dustry The low productivity of apples (3.7l 
tonnes per hectare), for instance, is partly 
attributable to the fact that most of the ap¬ 
ple orchards are new and young and have 
yet to reach full maturity.* The National 
Commission on Agriculture is confident that 
there is ample potential for increasing pro¬ 
duction of most horticultural crops ^ 100 
per cent. 

The production system of the agro-based 
fruit and vegetable processing sector is un- 
suited for meeting the demands of modern 
industry. It suffers from the ill-effects of; 

(1) the lack of any real agro-industry linkage 
which has prevented the industry from 
contributing to the development of the 
country’s horticultural base; 

(2) a wide locational distribution of units 


Type 

Feature 

Participants 

Extra Inputs 

Limitation 

Contract 

Agreement between 
unit ajid farmers 

Small/large farmers; 
Large units 

Agricultural extension 
undertaken by the unit 

Difficult for small farmers to 
honour agreement when crap 
fails 

Captive 

Land taken on lease 
by large unit to 
grow raw material 

Large units 

Little need of agricultural 
extension though all 
modern inputs utilised 

TYansfer of land always a 
tricky issue. 

Co-operative 

Small farmers form 
farmers’ co-operative 
societies. Units buy 
raw nMiterial from 
federation of societies 

Small farmers: 
Small/large units 

Agricultural extension 
by federation to the 
primary members of 
farmers' societies 

Co-operative societies have 
high mortality rate in India— 
except when supported with 
substantial public investment. 
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Fiouu; IrrnEKPLAY or Factoks Constraining the Growth of Fruit and Vegetable Processing 


HortkiihufRl Base Production 


M«rk« 


Consumer Behtviour 


Low crop yields 


Marrow product base 


undifferent quality 


Seaaoual availability 


High post-harvest losses 
(handHm. storage, etc) 


Absence of industrial 
extension 


Litile R and D effort 


Outmoded technology 


Poor organisation methods 
(management, skills, etc) 


Decentralised location 
of production units 


Poor utilisation ol 
^ installed capacity 


iHigb price of raw material 


^ Product choice usually 
insensitive to local palate 


High promotional costs, 
strong brand loyalty and 
difficulty in entry 


Insufficient demand for 
processed fruit and 
vegetable products 


Demand for fresh 
produce 


^ Low intrinsic 
preference for 
processed item^ 


High unit price of processed product 

ZZIZ 


High taxes/d uties 


High packaging costs 


Government Policy 


Societal 

factors 


which produce mainly in the vicinity of 
uit>an markets rather than near (rural) 
sources of raw material supply- 
increasing both the cost of transporting 
the raw material ai well as post-harvest 
losses: 

(3) outmoded technology, particularly in 
small-scale units which lack any real in¬ 
digenous research support;' 

(4) poor organisation of production with 
Uttle emphasis on introduction of either 
scientiflc management techniques or 
skills particularly in small-scale units 
which rarely receive any industrial exten¬ 
sion services; and 

(5) creation of capacity far in excess of 
market demand. 

lb the extent that this situation has arisen 
because of the profusion of small units in 
the industry, it can be mitigated by pro¬ 
moting links between small and large units 
This will enable an integration of produc¬ 
tion systems to introduce better management 
practices, more efficient utilisation of 
available resources and upgrading techno¬ 
logy. Various industry fora have suggested 
that while labour-intensive operations could 
continue to be handled by small units, 
technology and capital-intensive activities 
could be undertaken by large companies 
Thus, items such as fruit pulp, raw fruit 
juices, canning of fruits and vegetables, 
sauces, pickles, preserves, chutneys, jams, 
jellies, marmalades and squashes could be 
produced efficiently by small-scale units. 
The large units, on the other hand, could 
undertake manufacture of fruit juice con¬ 
centrates, ready-to-serve beverages in bottles 
or tetrapacks, tomato paste, and dehydrated 
and frozen fruits and vegetables. 


At the same time, a segment of the cot¬ 
tage and small-scale sectors could be 
developed as ancillary, sub-contracting or 
franchising units for producing intermediate 
products. 

Anallansalion 

Here large units procure semi-proce.ssed 
items like fruit pulp, potato powder 
and ground spices from small units 
and produce the final product. This would 
be advantageous to both parties as the small 
units svould obtain the benefits of the market 
creation efforts of the large units, while the 
latter would enable small units to adopt the 
right type of production process and 
technology so as to ensure the quality of the 
imermediate product. Large units would 
benefit because small intermediate pro¬ 
cessors could be located in growing regions 
thus mimmising transport costs and margins 
in the fresh produce trade and reducing the 
overall cost of production. A tower unit cost 
would help to expand markets 

This system is used to a very limited ex¬ 
tent at present. Large units do not always 
procure the intermediate product from small 
units and WlMCO—a large company—is 
the largest manufacturer and supplier of 
fruit pulp and tomato puree in the country. 
Two reasons for the current lack of sub¬ 
contracting arrangements are apparent. 

Firstly, there arc very few food process¬ 
ing units in the country with a large enough 
operation to develop a network of sub- 
conlraciors. The main producer of fruit- 
based drinks—F^rle Beverages—is starting 
to develop this system for fruit pulps but its’ 
growth in this segment of the soft drinks 
market coincided with the establishment of 
WlMCO's production facilities and there 


was a natural tendency to work as much as 
possible with one large supplier who could 
guarantee quality rather than with a profu¬ 
sion of small suppliers who would need ex¬ 
tensive supervision. 

Secondly, under the ‘modvat’ system of 
claiming credit for duty paid by an upstream 
unit against duty payable, the exemption on 
excise for small units is lost when a large unit 
is involved in downstream processing. As no 
duty is paid by the small intermediate pro¬ 
cessor no credit can be claimed and the large 
unit has to pay the full rate of excise. 
Sub-contracting 

Here a unit provides assistance in pro¬ 
duction, processing, product development, 
training and other R and D inputs to other 
units and markets the products manufac¬ 
tured by these units under a common brand 
name The relabeller category under the FPO 
regulations provides for just this kind of 
mterlinkage Under this category, the licence- 
holder is authorised to market fruit and 
vegetable products under its own brand 
name after purchasing the consignment 
from licensed manufacturers. 

in this category, until 1990 a part of the 
total amount of tomato ketchup marketed 
under the Kissans' brand name was produc¬ 
ed at Ban Foods, Huiipat. However, the latter 
is also a large company and it is apparent 
from a quick survey of the industry that, in 
fruit and vegetable proceasins. such relation¬ 
ships between large and small units are very 
limited."’ Indeed, small producen express a 
dread of the dependency likdy to be 
generated by such a relatioa^ip; most small 
units carve out a local niche of the market 
for themselves and prefer such an indepen¬ 
dent existence to de^dence on (apparently 
whimsical) managements of large units. 
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Franchising 

Here a large manufacturer supplies 
intermediate inputs such as fruit pulp or 
concentrates to downstream processors and 
also licenses the use of its brand name for 
selling the product. Marketing techniques 
and distribution systems are also controlled 
—though not operated—by the franchiser. 

This system has been successfully 
employed for many years by companies in 
the aerated drinks business and, in recent 
years, also for fruit drinks by Parle 
Beverages. The company provides fruit con¬ 
centrate to small-scale franchisees all over 
the country who reconstitute and pack the 
fruit drink for sale in their licensed ‘ter¬ 
ritories’. This saves on the cost of transpor¬ 
ting raw matenals such as sugar and water(!) 
over long distances and also utilises the ex¬ 
cise and sales tax concessions available to 
small producers of final consumption items. 

The system has considerable potential lor 
promoting profitable links between large and 
small units in the future. But it is dependent 
on the existence of a large enough market 
for an individual large company’s products 
to ensure the viability of small franchisees 
in each local sub-market. Apart from fruit 
drinks this is not the case, at present, in any 
product segment of the Indian market for 
processed fruit and vegetables." 

Constraints in the production system have 
affected product quality and contributed to 
the high unit price of the processed pro¬ 
duct.'^ High unit prices depress domestic 
demand as well as making the product un¬ 
competitive in the international market. The 
failure to introduce quality products suited 
to the local palate has reinforced this 
process. 

Markft Limiiations 

A limited domestic market is one of the 
most serious constraints of the processed 
fruit and vegetable products industry. Most 
of the factors limiting the market are inter¬ 
related and tend to depress each other. There 
is 

1 an insufficient demand for the processed 
product due to high prices relative to fresh 
produce and a limited felt need for con¬ 
venience foods; 

2 high promotional costs of the product in 
the form of advertising and brand promo¬ 
tion which place small, processing units 
with limited capital resources at a disad¬ 
vantage; and 

3 an inappropriate choice of product. 

The production pattern is analysed for 

1968-88 in 1hble 6 and is assumed to reflect 
broadly the demand for processed fruit an** 
vegetable products. The table indicates that 
the household consumer's preference for 
traditional products has been relatively con¬ 
stant over time. Household consumers pur¬ 
chase mostly traditional Indian products 
such as syrups, chutneys and pick'les and 
traditional western products like squashes, 
syrups, jams, jellies, nmima lades, tomato 


ketchup and fruit preserves. The two 
segments together are referred to as the core 
products. Between 1968-88. demand for 
these products grew at an average annual rate 
of 6.6 per cent. Pineapple juice, canned 
mango and pineapple, canned vegetables 
and dehydrated and frozen fruits and 
vegetables are the modern (or niche) pro¬ 
ducts and are mostly geared towards the 
non-household consumer segment (mostly 
defence and other institutions). Their 
average annual production recorded a more 
modest 2.8 per cent increase during the same 
period. Mango-based ready-to-serve drinks 
have only recently become popular as a mass 
consumption item and as shown in Table 6, 
their production almost doubled every two 
years between 1974-88. 

Apart from consumer preference for fresh 
fruit and vegetables, high price differentials 
between fresh and processed products have 
also retarded the growth of the domestic 
market for processed fruit and vegetable pro¬ 
ducts. Though there is some potential de¬ 
mand in urban areas, more particularly in 
the metropolitan centres this di mand is con¬ 
strained by high product prices. In the pre¬ 
sent situation, fresh fruit and vegetables go 
through virtually the same distribution 
channel in reaching consumer markets as in 
reaching factory gates This channel consists 
of an elaborate network of agents, wholesale 
markets and retail outlets particularly in 
urban areas where the bulk of the demand 
is concentrated. This system places the sup¬ 
ply of fresh produce at a distinct advantage 
relative to processed fruit and vegetables; 
wholesale prices for urban consumer 
markets are virtually the same as prices at 
the factory gate. Thus, fresh supplies are 
cheaper than processed products (of the 
same raw material base) by at least SO per 
cent. Not surprisingly, therefore, price dif¬ 
ferential alone IS a sufficient reason for a 
marked prelcrence for fresh fruits and 
vegetables. 


Relative prices and consumer preferences 
thus, are the two major factors limiting de¬ 
mand. The prevalent tropical climate and 
diversity of agro-ecological zones in the 
country have made available an extra¬ 
ordinary variety of fresh fruits and 
vegetables at relatively low prices. At the 
same time, there is little intrinsic consumer 
preference for processed food items or de¬ 
mand for convenience foods at the present 
level of industrial development in the coun¬ 
try. Both factors influence consumption 
patterns in a way which is inimical to the 
rapid growth of the industry. As indicated 
in the Figure, high unit price of the proces¬ 
sed product contributes to this process by 
depressing potential demand. An accelera¬ 
ting change in lifestyles prompted by rapid 
economic growth and an improvement in the 
price of processed foods relative to fresh 
fruit and vegetables are essential pre¬ 
requisites to the growth in consumer 
demand. 

In this context, it is interesting to note that 
since the introduction, in 1987, of relative¬ 
ly low priced tetrapacked non-amited soft 
drinks based on natural flavours the market 
share of aerated soft drinks has fallen by 12 
percentage poinu—from 78 per cent in 1987 
to 66 per cent in 1990. 

Food processing units in the organised 
sector also face serious difficulty in entry. 
Brand loyalty is very high in India and con¬ 
sequently, large units consider product dher- 
sification a risky venture. Thus, Kissans’ 
which IS identified with fruit and vegetable 
products found it difficult to sell biscuits 
under its own brand name a few years aga 
Tb gain acceptance in the powdered spices 
sector Brooke Bond, essentially a tea com¬ 
pany, has had to launch a major promo 
tional campaign. But, as indicated in tht 
figure, the high cost of promoting a new pro 
duct is often because of a lack of a felt need 
(and therefore of demand) for the proces¬ 
sed product. Most often products popular 


Table 6. Pkoduci wist Analysis of Production of PROcFssto Fruit and Veoetable 

Products (l%g-88) 

(Metric tonnes) 



1968 

1974 

1984 

1988 

Annual 

Growth 

Rate 

(Per Cent) 

Core products- 





6.6 

Pickles and thuinecs 

7009 

11735 

166% 

19367 

5.2 

Jam group 

3165 

2956 

11533 

12652 

7.2 

Juices/pulp 

7891 

10177 

41552 

43512 

8.9 

Tomato products 

1851 

2607 

6203 

11452 

9.5 

Fruit beverages 

62.59 

6833 

7717 

7486 

0.9 

Niche Products. 





2.8* 

RTS beverages 

— 

318 

16200 

91265 

49.8** 

Canned fruits and vegetables 

9816 

II02I 

12712 

8973 

-0.4 

Dehydrated fruits and vegetables 

344 

750 

3567 

1484 

7.6 

Frozen fruits and vegetables 

213 

2439 

1600 

2805 

13.7 

Crystallised fruits, peels, etc 

176 

III 

3986 

5184 

18.4 


Noler. • Excluding RTS beverages. 

•* Annual Growth Rate between 1974-88 

Source: Slalislics of Fruit and Vegetable Processing Industry in India. Department of Food. 
Ministry of Food and C ivil Supplies, Government of India, New Delht, Various Issues 
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in developed countries but alien to local 
tastes ate ptomoted. KiQ«in Food Industries, 
Haryana which attempted, a few years ago, 
to introduce an entire lange of western-styled 
breakfast foods and ready-to-serve (1^) 
soups (under the brand name ‘Kittoos’) 
failed. Similarly, Kothiui General Foods 
introduced the orange flavoured breakfast 
beverage (‘Ihng’), a product that is popular 
in the western markets. The Indian con¬ 
sumer with a petKhant for sweets, rejected 
the product for its lack of sweetness. 

Government Policy 

The government has been unable to deade 
whether processed foods are items of mass 
consumption or mtant for the palates of the 
elite. Conaequently.nill recently the indastry 
was burden^ with an unusually high level 
of Hscal levies. They were irrational in the 
context of the government’s attempts at 
liberalisation and attraction of fresh invest¬ 
ment to tap the industry’s foreign exchange 
earning potential. The 1991-92 budgetary 
proposals (bnefly described earlier) promise 
to unshackle the industry from some of the 
constraints. The growth of the domestic 
market is essential to stimulate technology 
and infrastructure developments as well as 
the resource generation necessary to achieve 
competitiveness and maximise value realisa¬ 
tion in export markets. 

Apart from the cost of the product, the 
cost of packaging materials is also inor¬ 
dinately high. This is partly a reflection of 
the government’s lop-sided duty structure. 
Most often, packaging materials (such as 
tinplate for OTS cans) have to be imported 
and, as a result, the customs, excise duties 
and other fiscal levies together contribute up 
to SO per cent of the Final cost of packag¬ 
ing material. 

The fruit and vegetable processing sub¬ 
sector of the food processing industry is, 
thus, limited by numerous constiaints. T he 
constraining influences cither act alone oi 
in combination with other forces to retard 
the growrth of the industry. High unit price 
of the processed product ha.s emerged as the 
overall consequence of the various constrain¬ 
ing influences acting on different aspects of 
the industry. It is Clear from the above 
discussion, however, that no one factor 


deserves primacy and a holistic considera¬ 
tion of the interactions outlined in the Figure 
is necessary for overcoming the industry’s 
problems. 

' The prospects for enhancing the growth 
of the industry and—the small-scale sector 
in particular— are considered in the follow¬ 
ing section in the context of the above 
discussion 

111 

Fnispecta for Growth 

It IS evident from the discussion in this 
study that three major developments are 
necessary for the sector as a whole to grow 
at a fast enough rate (.say, 20 per cent an¬ 
nually) to start to realise its potential over 
the next decade. These developments are. 

1 Strong links between industry and 
agriculture, resulting in: 

an increasing cultivation of processing 
varieties ol fruit and vegetables; 
the flow of technical advice and inputs 
from industry to agriculture to enable an 
improvement in yields and product 
qualities; 

an assured market for farmers at prices 
within a previously agreed range, and 
the reduction of post-harvest losses as well 
as transport costs through intermediate 
processing at centres within clusters of in¬ 
tensive horticultural production. 

2 Recognition by the government of the 
potential of the industry as a means ol 

-stimulating farm sector employment and 
incomes by facilitating partial cash crop¬ 
ping, and 

-general mg substantial export earnings by 
adding value to farm sector surpluses and 
converting them into relatively high value 
tradeable goods, 

lesiiliing in a drastically altered Fiscal policy 
regime which reduces taxes on both pro¬ 
ducts and packing materials.'^ 

) ,\ sonvergence between the felt needs of 
consumers (and the consumer’s palate) 
and the product mix of the industry- 
particularly in niche products such as 
leady-to-serve and snack foods. 

Ii IS argued that, by enabling a reduction 
in the market prices of Finished product.s, a 
rationalisation of the tax regime would 
stimulate demand and result in the achieve¬ 


ment of scales of operation necessary to 
realise economies in providing extension sup¬ 
port to agriculture. This would improve 
yields and quality and bring down post¬ 
harvest losses leading to a reduction in the 
cost of raw materials to the industry. The 
combined effect of reduced taxes and raw 
material costs would be the development of 
competitiveness in the export market enabl¬ 
ing the achievement of economies possible 
at very large production scales. 

At the same time, in spite of the rapidly 
changing life style in metropolitan ag¬ 
glomerations, the domestic market is sur¬ 
prisingly devoid of convenience foods of ac¬ 
ceptable quality. A number of attempts at 
introducing snack and ready-to-serve foods 
have failed on account of either high price 
or inappropriate product characteristics. 
This experience has led a few producers to 
experiment with intermediate products such 
as spice pastes/mixtures and recipe-based 
sauces. However, these efforts are still at a 
conceptually and technicallv nascent stage 
of development. Apparently, not enough ef¬ 
fort has, so far, been devoted to devdoping 
products with characteristics acceptable to 
the domestic market. Such an effort on the 
part of the larger units in the industry would 
appear to be essential to the rapid growth 
of the sector. 

IV 

F'uturf of Small-Scale Proceasing 

Table 7 provides a sense of the develop¬ 
ment dynamics of the fruit and vegetable 
processing industry. On the assumption that 
the developments outlined in the above 
section take place, the emerging situation of 
the small-svalc sector in, say, 20 years would 
be- 

I A large number of units using traditional 
technology to produce for the core seg¬ 
ment of (he market selling largely in semi- 
urban and rural areas where the fiscal 
policy advantages continue to afford a 
compedtive edge in spite of increased 
outreach of the media and growing dealer 
penetration. In a large country with a 
dispersed market, transport costs are also 
likely to contribute to the competitive edge 
of small units catering to this segment. 
Many of these small units would continue 
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Situation 

Ihchiiology Type 

Unit Scale 

large 

fraditional 

Small 

Present (1990) 

Large 

Modern 

Small 

Large 

Future (2010) 

Traditional 

Small Large 

Modern 

Small 

Products 








Cote 

None 

Many 

Some 

A few 

None 

Many Some 

Many 



uniis 

units 

units 




(Pickles, jams, squashes. 




(few new 


(largely rural 

(partly export 

sauces) 




entrants) 


market) 

markM) 

Niche 

None 

None 

A few 

Some 

None 

None Many 

Many 

(ready-to-serve snack foods, 




(mainly 



(mainly 

jukes, dehydrated, frozen) 




sub-contract/ 



sub-contract/ 





export 



export 





markets) 



markets) 


(high entry/high mortality) 
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to be of the cottage and household scale 
and would be even more dispersed tlian at 
present. They would be able to Uke ad¬ 
vantage not only of the growth of the rural 
market for processed foods but of increas¬ 
ed availability of. raw materials as 
agricultural development and the desire for 
cash incomes leads to a shift in the overall 
cropping pattern in favour of horticulture. 

2 A significant number of small units using 
more modern technologies for core pro¬ 
duction. These units would operate, 
however, mainly as franchisees to large 
units well established in this segment of 
the market or as exporters. 

As fraiKhisees these small units would pro¬ 
duce final products providing to the large 
units the advantage of transport 
economies and localised raw material pro¬ 
curement systems. However, this produc- 
tion model would possibly weaken the 
likelihood of an industry-agriculture 
linkage as the small unit is unlikely to be 
in a position to provide extension services 
while the large organisation could noi 
realise any real scale economies in the pro¬ 
vision of extension services unless its own 
production costs were reduced. The small 
units would be supported by the principal 
in maintaining quality standards. 

Some small units in the domestic maikci 
may also maintain their independence 
through clever product differentiation and 
localised promotion. Such units would, 
however, be those few who were able to 
reinforce access to csqiital with an excep¬ 
tional talent for innovation. As exporters 
these units would operate, as at present, 
in the traditional segments of the export 
market realising relatively low unit values 
in foreign exchange terms and supplying 
products to established distributors in the 
importing countries. 

3 Technology and marketing economies are 
crucial in the niche segments of the 
market, in this situation, it is unlikely that 
many small units would survive as in¬ 
dependent operators in the domestic- 
market. They are likely to be mainly 
localised intermediate (ancillary) pro¬ 
cessors of Items like fruit pulp, tomato 
puree or potato powder for large producers 
to formulate into consumer products. 
Some innovative small producers with ac¬ 
cess to the technology necessary to pro¬ 
duce quality products based on the Indian 
palate and cuisine may also thrive as sup¬ 
pliers to overseas Indian and niche markets 
for ethnic cuisines in developed countries. 
However, as in the case of core product ex¬ 
porters. their dealings would be with 
established distributors in importing coun¬ 
tries and the value realisation is likely tc> 
be restricted. They would be successful 
‘satisfiers’ but are unlikely to become 
major factors in any of their markets. 
The main exporters arc likely to be the laigc 
producers in both segments of the market 
able to take advantage of various scale 
economies, initially to sell to large buyers 
in importing countries and, eventually, to 


market under their own brand names. 

As emphasised earlier, however, the 
developments outlined in Swtion 3 form an 
essential pie-requisite to the realisation of 
scale economies and to the kind of market 
development which will enable India to 
become a major factor in the international 
market for processed fruit and vegetable pro¬ 
ducts. The growth of a vibrant domestic 
market as well as the establishment of a 
flourishing trade offers the best chance of 
facilitating the growth of dispersed hor¬ 
ticulture and, thereby, of maximising the 
competitive advantage of small-scale pro- 
ces.sing. The emergence of a viable and 
widespread small-scale sector is a realistic 
possibility if the cycle of constraints restric¬ 
ting the growth of the industry as a whole 
can be broken. 

Notes 

[I his paper is pan of a study undertaken by 
Lconomic Development Associates, at the re¬ 
quest of the New Delhi office of the World 
Bank to form pan of the latter’s overall policy- 
oriented sector work programme on small-scale 
industry Numerous people helped the authors 
understand the complex problems faced by the 
indusiry; it is a pity most of them prefer to re¬ 
main anonymous. The authors wish to 
acknowledge the assistance of all concerned, 
in particular, of H A B Parpia, Roger Robin¬ 
son and S D Varde The usual disclaimers 
apply ] 

1 The FPO has classified production in five 
sizes on the basis of annual production 
limits and minimum manufactunng and 
storage areas FPO sizes are different from 
the ministry of industry classification which 
uses an investment criterion to classify units 
into small, medium and large sizes. 

2 Not all FPO licencees are manufacturers in 
ihc true sense Under the relabelling 
category (peculiar to the industry), the 
licence-holder is authorised to market fruit 
and vegetable produas under his own brand 
name after purchasing the consignment 
from licensed manufacturers. Further, the 
information on FPO liccncees does not 
reveal the extent of sickness prevalent in the 
industry 

3 Unfortunately, information on output value 
by size category is nol available 

4 The number of rclabeller lic'ences has grown 
dramatically but this is a spurious indicator 
of the growth of the industry as rclabellcrs 
do not undertake any production Relabel¬ 
lers have been excluded from ihe total 
number of units in this analysis to avoid 
double-counting since many small and large 
units also possess a relabelling licence. 

.S Henceforth, unless explicitly stated other¬ 
wise, only the ministry of industry defini- 
iion of scale will be used 

6 Registered manufacturing establishments 
are governed by the Indian Factories Act, 
1948. Registered establishments are those 
employing 10 or more workers on any day 
of the year when using power and 20 or 
more woi kers on any day of ihc year when 
completely manual. Unregistered manufac¬ 
turing, not governed by the Factories Act 
lakes pl.-ice in units employing less workers 


than the thresholds fixed for Faaories Act 
registration. Manufacturing income is the 
total income of the registered and un¬ 
registered sectors (Sandesara, J C ’Small 
scale Industrialisation; The Indian Ex- 
penence’. Economic and Political Weekly. 
March 26. 1988). Similarly, value addition 
by manufacturing is the sum of value add¬ 
ed from these two sectors. Production in the 
fruit and vegeuble industry takes place in 
numerous household and cottage-siaxl 
units and thus value addition from the 
unregistered sector is of considerable 
importance. 

7 Annual Report, I988S9, Ministry of Food 
Processing Industries, Government of 
India, New Delhi. 

8 Planning Commission: Sixth Five-Year Plan 
(1980^5), Government of India. New Delhi, 
198). 

9 There is widespread technological stagna¬ 
tion in the industry. Indigenous technology 
loses out since the few large-scale firms 
depend upon imported technology and the 
smaller units do not upgrade technology 
since they prefer to function as mere satis¬ 
fying agents at low profit margins (and con¬ 
sequently at low risk levels). The technology 
in use in the industry, therefore; is both out¬ 
moded and inappropriate. 

10 This is partly because apart fromfthe pro¬ 
duction of pickles and chutneys there is no 
product reservation for the small-scale 
sector in fruit tmd vegetable processing. The 
most famous case of this kind of relation¬ 
ship in the food processing industry is that 
of the production of biscuits. Britannia 
Industries is reported to buy in biscuits 
worth around 13 per cent of its sales 
turnover. 

11 This has only been possible in the case of 
fruit dnnks because Parle’ has beaten back 
all the national level competition and en¬ 
joys a virtual monopoly in the fruit drinks 
market; there is only very restricted com¬ 
petition in a few local markets like Delhi. 

12 An approximate calculation indicates that 
the consumer price of fruit juice in India 
is 66 per cent higher than the international 
price (Management Analytics, 1986; A 
Bountiful Harvest- The Role and Potential 
of Horticulture-based Industry to Trans¬ 
form Rural India, A Report for the All 
India Food Preservers’ A.ssociation, New 
Delhi). 

13 information from an Indian Market 
Research Bureau survey quoted tn The Il¬ 
lustrated Weekly oj India. Match 16-22, 
1991. 

14 According to industry sources, the recent 
removal of excise duties on many proces¬ 
sed food products has been negated by an 
increase m import and other levies on 
packaging materials. 

15 Even Ihe reconstitution and consumer pack¬ 
ing of fruit juices in the UAE is reported 
to be undertaken in units extending to ten 
or more aseptic packing lines each. The 
concentrated market in the Gulf region 
enables the realisation of economies which 
cannot be achieved even by Parle’ Bevenges, 
Ihe largest producer in India The relative¬ 
ly dispersed Indian market can only sup¬ 
port single tetrapak lines ai each of 10-12 
locations in the country 
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BANQUE INDOSUEZ 

(Incorporated in France with Limited Liability! 
BOMBAY BRANCH 


BALANCE SHEET AS ON MARCH 31. 1992 


In INK '000 


\s on As on 
31-03-92 31-03-91 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31. 1992 


Schedule 

CAPITAL AND LIABILITIES 

Capital 

Reserves and Surplus 

2 

Deposits 

3 

Borrowings 

Other Liabilities and 

4 

Provisions 

5 

TOTAL 


ASSETS 


Cash and balances with 


Reserve Bank of India 

6 

Balances with Banks and 


Money at Call and 

Short Notice 

7 

Investments 

8 

Advances 

9 

Fixed Assets 

10 

Other Assets 

11 

TOTAL 


Contingent Liabilities 

12 

BiUs for Collection 


Notes to the Accounts 

17 



25,000 

39,169 

1,210,745 

18,490 

321,074 


2,647,662 1,589,478 


79,897 270,665 


133,753 

992,648 

909,527 

49,570 

482,267 


31,806 

391,460 

522,188 

54,131 

319,228 


2,647,662 1,589,478 


37,349,352 17^55,288 
101,872 156,857 


The schedules referred to herein form an integral part of the 
Balance Sheet. 

This is the Balance Sheet referred to in our report cf even date. 


Schedule 


I. INCOME 
Interest earned 
Other Income 

TOTAL 

II. EXPENDITURE 
Interest expended 
Operating expenses 
Provisions and 

contingencies 

TOTAL 

III. PROFIT 

Net Profit for the year 
Profit brought forward 


As on 
31.03.92 


In INR '000 


As on 
31.03.91 


475,930 

101,062 


374,457 

51,409 

71,936 


497,802 


343,416 

52,987 


576,992 396,403 


256,571 

50,785 

61,483 


368,839 



TOTAL 

102,325 

50,436 

IV. APPROPRIATIONS 

Transfer to statutory 
reserves 

15,838 

5,512 

Remittance to Head 

Office 

20,983 

21,789 

Balance carried to 

Balance Sheet 

65,504 

23,135 

TOTAL 

102,325 

50,436 


Notes forming part of 
the accounts 17 

The schedutes referred herein form an integral part of 
Profit and Loss Account. 

This IS the Profit and Loss account referred to in our report 
of even date. 


Sd/- 

P.N. GHATALIA 
Psitner 

For and on behalf of 
PRICE WATERHOUSE 
Chartered Accountants 


Sd/- 

J.P. IMBERT 
Chief Executive Officer (India) 


Bombay, June 18, 1992. 
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BANQUE INDOSUEZ 



(Incorporated 

in France with Limited Liability) 





BOMBAY BRANCH 



SCHEDULES FORMING PART OF BALANCE SHEET /tS ON MARCH 31, 1992 

In INR WO 

In INR WO 


As on 

As on 


As on 

As on 


31-03-92 

31-03-91 


31-03-92 

31-03-91 

Sdiediile 1—Capital 



Schedule 4—Borrowings 



initial start-up caintal 

2,000 


1. Borrowings in India 

18,807 

18,467 

i) Other Banks 

Amount of deposit kept 



11. Borrowings outside 

4487 

23 

with RBI under 



India 

Section 11(2) of the 

Banking Regulation 





18,490 

Act, 1949 

23.000 


Secured Borrowings 
included in 1 & 11 above 







— 

TOTAL 

25,000 


Schedule 5 —Other 

Liabilities and Provisions 








Schedule 2«—-RcBcrvpB 



1. Bills Payable 

14,896 

22.570 

and Surplus 



II. Inter-office Adjustments 
(net) Overseas 



Statutory Reserves 

Opening Balance 



Branches 


122,593 

16,034 

10,522 

III. Interest accrued 

IV. Others (including 


146,823 

Addilions during the 
year 



provisions) 

122,943 

29i)88 

15,838 

5,512 

TOTAL 

596,673 

321,074 


31,872 

16,034 





Schedule 6—Cash and Balances 



Balance in Profit and 



with Reserve Bank of India 



Loss account 

65,504 

23,135 

I. Cash on hand 
(including foreign 



TOTAL 

97,376 

39,169 

3477 

1,438 

currency notes) 

Ii. Balances with 






Reserve Bank 



Schedule S —Deposits 



of India 
i) In Current 



A. 1. Demand Deposits 



Account 

76420 

269427 

i) From Banks 

1,856 

2.162 

TOTAL 

79,897 

270,665 

ii) From Others 

II. Savings Bank 

301.603 

29,604 

103448 

12,663 

Schedule 7—Balances 
with Banks and Money 
at Call and Short Notice 



Deposits 

1. In India 



111. Thrm Deposits 



i) Balances with 

Banks 



i) From Banks 

268,377 

- 

a) In Current Accounts 

II. Outside India 

7,870 

778 

ii) From Others 

1.329.079 

1,092,672 

i) In Current Accounts 

125,883 

3li)28 







TOTAL Ull-f III 

1,930,519 

1410.745 

TOTAL 

133,753 

31406 




_ 
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BANQUE INDOSUEZ 



(Incorporated in France with Limited Liability) 





BOMBAY BRANCH 



SCHEDULES FORMING PART OF BALANCE SHEET AS ON MARCH 31. 1992 

In INR WO 

In INR WO 


As on 
31-03-92 

As on 
31-03-91 


As on 
31-03-92 

As on 
31-03-91 

Schedule t—lavmunente 

1. Investments in India in: 

At cost 

i) Government 

Securities 

ii) Other approved 



Schedule 1#—Fixed Asaeta 

1. Premises 

Cost as on 01-04-1991 

Addition during the year 

47,968 

37 

47,065 

903 

105,333 

163,234 

Deductions during the year 

48,005 

702 

47,968 

securities 

iii) Shares 

iv) Debentures and 

Bonds 

v) Subsidiaries 
and/or joint 
ventures 

vi) Units 

360 

360 

Depreciation to date 

47,303 

10,915 

47,968 

7,459 

312.160 

192,702 

Closing Balance. A 

36.388 

40,509 

141,541 

- 

II. Other fixed assets 

Cost as on 01-04-1991 

Additions during the ycai 

29,421 

2,474 

24,616 

5,163 

vii) Treasury bills 

433.254 

35,164 

Deductions during the year 

31,895 

29,779 

358 

TOTAL 

992,648 

391,460 

1,075 


30,820 

17,638 

29,421 

15,799 

Aggregate market 



Depreciation to date 

value 

993,229 

383,188 

Closing Balance. B 

13,182 

13,622 

A. i) Bills purchased 



GRAND TOTAL. A + B 

49,570 

54,131 

and discounted 
ii) Cash credits, 
overdrafts and 
loans repayable 
on demand 
iii) Term loans 

607.451 

280,784 

21,292 

190,755 

312.783 

18,650 

Schedule 11—Other Aaacla 

1. Interest accrued 

II. Stationery and stamps 

III. Others 

336,504 

SI 

145,712 

121,667 

49 

197,512 

TOTAL 

482,267 

319,228 

TOTAL 

909,527 

522,188 

Schedule 12—Contingent 
Liabilities 

I. Claims against the 
company not acknowledged 
as debts 

II. Liability on account 
of outstanding 
forward exchange 



B. i) Secured by tangible 
assets 

ii) Covered by Bank/ 
Government Guarantees 
iii) Unsecured 

148.207 

81,687 

679,633 

198,285 

75.472' 

248,431 

70,578 

30,366,186 

70,578 

13,303,399 

TOTAL 

909,527 

522,188 

contracts 

III. Guarantees given on 
behalf of constituents: 

(a) In India 

(b) Outside India 

IV. Acceptances, endorsements 
and other obligations 

V. Liability on account of 

Bills of exchange rediscounted 

C. 1. Advances tn India 

i) Priority Sectors 

ii) Public Sectors 

iii) Banks 

iv) Others 

130,686 

778,841 

125,115 

397.073 

259,463 

4,080,005 

1.237,971 

1,335,149 

377,603 

2,051,543 

672,165 

780,000 

TOTAL 

909.527 

522,188 

TOTAL 

37,349,352 

17,25538 
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BANOUE INDOSUEZ 

(Incorporated in France with Limited Liabilityl 

BOMBAY BRANCH 

SCHEDULES FORMING PART OF PROFIT AND LOSS ACCOUNT AS ON MARCH 31. 

1992 

In INK "000 

In INR ‘OOC 1 


As on 

As on 


As on 

As on 


31-03-92 

31-03-91 


31-03-92 

31-03-91 

Schedule 13—Inleresi Earned 


1 

Schedule 16—Operating 






Expenses 



I. Inierest/discount on 






advances/bills 

308.308 

249,385 







I. Payments to and 



II. Income on investments 

70,762 

45,390 

provisions for 






employees 

8,777 

8,623 

III. intctest on balances 






with Reserve Bank 






of India and other 



II. Rent, taxes and 



inter-bank funds 

91,025 

41,522 

lighting 

2,632 

6,266 

IV. Others 

5,835 

7,119 







III. Printing and 



TOTAL 


343.416 

stationery 

1,055 

1,179 

Schedule 14—Other Income 



IV. Advertisement and 






publicity 

388 

534 

1. Commission, exchange 






and brokerage 

30,392 

19,048 

V. Depreciation on 



II. Profit/fLoss) on 



bank’s property 

6,955 

6,296 

sale of investments 






(Net) 

(31.629) 

(48,267) 

Vi. Directors' and local 



III. Prorit/(Loss) on sale 



advisory board members’ 



of land, buildings 



fees, allowances and 



and other assets 



expenses 

10 

14 

(Net) 

56 

(168) 




IV. Profit on exchange 



VII. Auditors’ fees and 



transactions (Net) 

60,321 

39,174 

expenses 

71 

59 

V. Income earned by 






way of dividends 

41,922 

43,200 

VIII. Law charges 

% 

86 

TOTAL 

101.062 

52,987 

IX. Postage, tel^rams. 






telephones etc 

2,856 

i795 

Schedule 15—Interest 






Expended 



X. Repairs and 



1. Interest on Deposits 

104,989 

91,120 

maintenance 

808 

719 

II. Interest on Reserve 






Bank of India/inter- 



XL Insurance 

362 

386 

bank borrowings 

88,764 

22.425 




III. Others 

180,704 

143,026 

XII. Other expenditure 

27,399 

23A28 

TOTAL 

374,457 

256,571 

TOTAL 

51,409 

S0.78S 

- 
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BANQUE INDOSUEZ 

(Incorporated in France with Limited Liability) 
BOMBAY BRANCH 


Schedule 17—Notes forming P!u1 of the Accounts as at March 31, 1992 

I. PriiKipal Accounting Mkia 

(a) Gcnnai 

The accompanying rinancial uaiemenis have been prepared on the hiuotical cost basu and cpnrorm to the natuiory praviaiani and pcacticet 
prevaibng in the country. 

(b) 'Haiuactioni involving foreign exchange 

(i) Monetary asseix and habiliiies have been translated at the exchange rates prevailing at the close of the financial year Non-monetary assets 
have been carried in the books at ihe hisiorical cost. 

(ii) Pioru or loss on pending forward contracts has been accounted for. 

(c) Investments 

(i) Investments in Government and other approved sccuniies tn India ate valued at “Cost" 

<ii) All other investments art also valued at “Cost”. 

(lit) Market value of Investments has been disclosed on an aggregate basis. 

(d) Advances 

(i) Prevision for doubtful advances have been made to Ihe satisfaction of Ihe auditors based on a periodic review of advances and after taking 
into Account the renlisnbic value of secuniy if any. 

(ii) PrcwiHons in respect of doubtful advances have been deducted from advances 

(iii) Provisiont have been made on a gross basis Tax relief which will be available when the advance is wruien off will be accounted m the year 
of vvnie^iff. 

Imcrext on doubtful advances has generally been credited to the Imeiesi Suspense accouni and is neiicd off for preseniaiion. 

(e) The ^k has received and managed funds under Port folio Management for a customer which are not form mg pan of ihc accounts. The undepkwed 

funds have been included under Demand Deposiis 

(f) Fixed Assets 

(i) Preroisn and other rued assets have been accounted for at their histoncal cost. 

(ii) Depreciation has been provided for on the diminishing balance method al the rales speciHed in Schedule XIV to the Companies Act. 1956. 
<•) Sttff Benefits 

Contribution to the approved Gratuity Fund has been made as per valuation by an actuary 
(h) Net Proms 

The net profll disekssed m the profil and loss accouni is after: 

(■) Provisions for taxes on income in accordance with siaiuiory retiuiremenis. 

(ii) Provision for doubtful advances. 

(iii) Daiufen to conlingency and other funds. 

(iv) Ollier usual or necessary provisions. 

II- “Olto habiliiies" and “Other assets" include amounts pending irmnsrer lo appropriair aicuunis. 

III. Previous year’s figures have been regroupcd/rearringcd wherever necessary 

Signaium to schedules I lo 17 


P. N. GHATALIA 
hrtner 

Par and on behalf of 
PRKX WATERHOUSE 
Chaneicd Accoununis. 
Bombay, 

Dnied; June IS. IW2. 


Sd/- 

J. P. IMBERT 
General Manager (ImUg) 


Auditon' Report on the Indian Branch of Banque Indosuea Under Section 30 of the 

Banking Regulation Act, 1949 

Wb hate audiied the attached Balance Sheet of Ihe Indian Branch of Bamiue Indosuez as ai March 31, 1992 and the relative Prom and Loss Agcoum of 

Ihe Indian Bnmch of the Bank for the year ended on that dale signed by us under reference lo this report. 

In aoooniaaoe with Ihc provisions of Section 29 of the Banking Reguintioa Act, 1949, read with the pnivisioiis of sub-sections (I), (2) and (S) of wvryr* 

211 god aub-MCtion (S) of Section 227 of the Companies Act, 1956, Ihe Balance Sheet and Profii and Loss account together with Ihe noici theraoo are not 

leqjiirad (o be and are ooi drawn up in accordance with Schedule VI to Ihe Companies Act, 1936. The accounts arc theiefore drawn up in coofbnnhy with 

lorau "A** and “B” of the Tliiid Schedule lo Ihe Banking Rquiation Act, 1949. 

(1) Bb hawe obtained all the information and explanaiicms which to Ihe best of our knowledge and belief were ncceiury for the purpoacs of our audit and 
have fouBd them to be uiiifaclory. 

(2) The tranaaciioas which have come to out notice have been, in our opinion. wiiMn the powers of Ibe Indian bnaefa of the baafc. 

(3) la our opinion, proper books of accouni as lequiicd by law, have been kept by the Indian btanch of the b^»k to far as appears from our l^■lllllalilla 
of thCK books. 

( 4 ) The abmrc metMioned Balance Sheet and Prom and Loss accouni of the Indian Branch of the Bank dealt with by this report are in agreeme n t xriib 
Ihc books of account. 

(5) in our opinion and lo the best of our infoniiMian and according to Ihe explanaiions given to us, the Balanoc Sheet and Prom and I nil an nnni inprihrr 
with Ihe notes thereon give the informaiioa required by the Companies Act. 1956 as amenried. in Ibe minrar lo required for BatAiiu Coavauici wd 
on iuch bads the said Balance Sheet gives a true and fair view of Ihe Male of affairs of the Indian Branch of the Umik as m March 31. 1992 and the 
Prom and Ldh Accouni gives a true and fair view of the prom of the Indian Branch of the Bank for Ibe year ended Match 31, 1992. 

Sd/ 

P. N. CHATALIA 


Bombay, 

Dated: June II, 1992. 


PorMdoahchMfof 
PRICE WATERHOUSE 
Chartered Actxnmtantt 
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REVIEWS 


Labour Market Structure 

Bagaram Tuipule 

Uritan Labour Market Structure and Job Access in India: A Study of 
Coimbatore by John Harriss, K P Kannan and Gerry Rodgers; international 
Institute of Labour Studies, Geneva; pp 146, Swiss francs 22.50. 


THIS slender volume is a report of a 
research conducted by the authors in the 
labour market structure in Coimbatore. 
Their main purpose was to develop a 
methodology for the study of labour 
markets in general so as to capture the 
multifarious aspects of it which escape at¬ 
tention when labour markets particularly in 
developing countries are viewed as divided 
into only two segments: the organised or for¬ 
mal and the unorganised or informal. That 
each of these is not a homogeiieous 
analytical category has been generally 
recognised. But serious efforts to identify 
and study the different sub-sectors which are 
subsumed under these two categories and 
those which ate on the margin of the two, 
have not been many. The problem is com¬ 
pounded by the existence of the self- 
employed within this labour market who. 
again, are not a homogeneous category. 

I he study is meticulously designed and 
the data painstakingly gathered. The ques¬ 
tionnaire, reproduced in the book, runs to 
20 pages of fine print and cannot have been 
easy to canvass. Central to the study is the 
concept of ‘labour status’ which is con¬ 
structed on three variables: job security or 
protection, regularity of work and degree of 
autonomy for the worker. Protection, in 
turn, is derived from factors such as per¬ 
manency of employment, size of employing 
organisation, existence of a trade union and 
so on. In fact the effort of the authors is to 
test whether focus on labour .status, so con¬ 
ceived, offers a more useful analytical tool 
to understand the nature and working of the 
labour markets than the method conven¬ 
tionally used based on the formal/informal 
dichotomy. 

Various combinations of the different 
degrees of the three elements of labour 
status—protection, regularity and 
autonomy—yield 10 different ranks of 
labour status, ranging from Protected 
Regular at one end to Self-Employed 
Marginal (i e, without capital) at the other 

The sample in this study con.sisted of 219 
households from different wards in the city 
selected in a systematic random way. The 
authors concede that statistically this is not 
a representative sample both due to its small 
size and the fact that not all wards are 
represented in it. It does, however, accord¬ 
ingly to the authors, give a fair reflection of 
the Coimbatore work-force Hence, although 
the main concern of the survey is metho¬ 


dological, the results obtained from their 
data and analysis do give a fair indication 
of the features and characteristics of the 
Coimbatore labour market. 

The data collected from the sample is sub¬ 
jected to extraordinarily elaborate analysis 
as can be judged from the number of graphs 
and tables which run to 8 and 59 respectively 
in 113 pages of text. The main thrust of the 
analysis is to discover how the labour status 
of different kinds of work is related to fac¬ 
tors such as wages, access to jobs, informa¬ 
tion about jobs, skill acquisition, mobility, 
occupational background of the individuals, 
educational level and family background, 
gender, in-migration and so on. All this 
analysis is finally used to map out the in¬ 
cidence of poverty in the sample and to ex¬ 
plore its relationship with various factors as 
well as with the labour status. Poverty is here 
measured in two different ways: by income 
and by a rough-and-ready measure con¬ 
structed on the household consumption 
levels of a few important items. 

Predictably, the incidence of poverty is 
highest among the unemployed, the self- 
employed without capital and among 
women and tapers off ai higher levels of 
labour status Within this broad relationship, 
however, a very intricate pattern emerges in¬ 
volving job act ess, caste, family background, 
labour market participation, number of 
earners and dependents, educational level, 
and so on 

The two measures of poverty used in the 
study do noi correlate very well with each 
other and yield some surprising results 
(Table 47). Only half of the individuals who 
report earnings of less than Rs 40 per week 
fall in the ‘poor’ category by the composite 
poverty measure while more than 15 per cent 
fall m the highest of the three categories, ‘not 
poor’. Almost a third of even those who 
report zero or less earning per week also fall 
in the ‘not poor’ category by the composite 
poverty index* This almosi absurd result is 
presumably due to the earnings of only a 
particular week being used lor the poverty 
classification rather than average earnings 
over a reasonably long period The authors 
also mention the possibility of earnings 
being underestimated or under-reported 

An important finding of the survey is that 
the Coimbatore labour market—and 
presumably most others in the developing 
world—is not only segmented but also 
siraiifieii. Access to different kinds of jobs 


differs for different groups in the labour 
market depending upon caste, gender, family 
background and so on and the jobs them¬ 
selves are stratified according to labour 
status. Certain groups find themselvps trap¬ 
ped in low labour status jobs and mobility 
among different labour statuses is low. 

Caste, however, does not dominate the pic¬ 
ture as much as one would exp^. Out of 
the scheduled caste individu^s in the 
sample, almost a third are in the highest 
labour status jobs while for backward castes, 
this proportion is less than a fourth. This 
suggests that reservation of jobs in public 
sector undertakings has, indeed, brought 
distinct benefits to the former. 

The occupation-wise earnings of the 
sample, however, are altogether contrary to 
what one would expect (Table 38). The 
occupations carpenter, stone-cutter, 
goldsmith, plumber, electrician, painter, 
stand low down in rank and report earnings 
which are less than half of those of mill 
worker/foreman and about five ranks below 
sweeper/scavenger in a IS-rank spread. Very 
few from among these artisans and skilled 
trades are found in the two top labour 
statuses which raises definite doubts about 
I he representative character of the sample. 

1 

After developing their methodology, the 
authors applied it in a study of the labour 
market in Peninsular Malaysia and a brief 
note on it and its findings is included in the 
book as Appendix 4. The labour status ap¬ 
proach. according to the authors, revealed 
certain features of the labour scenario in 
Peninsular Malaysia which were contrary to 
what had been earlier assumed. 

That this approach is a distinct improve¬ 
ment on the conventional formal/informal 
paradigm for studying labour markets may 
be leadily conceded. But a question which 
needs to be asked is: viewed as a metho¬ 
dology, are the benefits of so detailed a study 
commensurate with its complexity? A simple 
formal/informal division may be too gross. 
But It IS possible to go to the other extreme 
and divide the field into too many segments 
and sub-segments and, what is more, seek 
to analyse their interrelationships and 
characteristics in too great a detsul. What 
emerges from such a detailed and elaborate 
prtKcdure may, no doubt, be very accurate. 
But the total effect of the exercise may be 
to miss the wood for the trees. How much 
of the large volume of details and inter¬ 
relations thrown up by such a study is real¬ 
ly important for a meaningful understanding 
of the labour markets and for framing ri^ 
policies remains a question. Students of 
labour markets and, more so, policy-makers 
may feel bewildered at the sheer complexity 
of the emerging scenario and the volume of 
detail. If that happens, the whole exercise 
may prove self-defeating. 
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Hot selling fashion fabrics... 


TEXTiLES 


Public Issue of 18,00,000 
Equity Shares of Rs.10/- 
each for cash at par. 


Vmiw Tsxtito* LUL, — an existing 
profit m^ng, dividend paying 
company promoted by the 50 year 
old ‘S8M Group'. Holding 
multifarious interest including wattle 
extraction to produce vegetable 
farming chemicals for leather 
tanning, manufacture of cement, 
cotton ywn, sorbitol and mining of 
granite and lime stone. 

Veena Textiles Ltd. is engaged in 
the manufacture & marketing of 
blouse material, embroidered 
fabrics, dhoties, upholstery and 
cushion fabrics arKt laces. The 
brand name ‘Veena’ has a strong 
image in India and abroad. Veena 
Textiles is now expanding its 
capacity to meet the growing 
demands. 

Vaena — a Company which 
registered a considerable increase 
In turrover from Fls.724.50 lacs in 
the year ending 31.3.90 to 
Rs.1,213.97 lacs in the year 
endirrg 31.03.1991 with sizeable 
profits. 

Vaama — a Company expecting to 
reach 90% capacity utilisation from 
Its third year and to earn cash 
profits from the very first year of 
commercial production on the 
expanded capacity. 

Vaana — a hot selling proposition. 

HIGHUQHTS 

• Exlsiing profit making, divMsnd 
Mylng Company. 

• Promoted by “SSM” Qroup having 
more than five decades of 
experience in Textiles with tumower 
exceeding Re.7S croies p.a. 

a Engeged In the manufacture of 
erriorokfery fabrica and dhoties 
Products marketed under Its 
eetatH eh ed name “VEENA” through 
a wide network of dealers, 
a Ideal location situated in the cotton 
growlrtg, yam & doth manufacturing 
bait of Tamlnadu. 



• Good demand for the Company’s 
products in the market. 

• Listing at Madras. Bombay and 
Ahmedabad Stock Exchanges 

• Income Tax Benefit u/s 80L, 80M 
and Wealth Tax Benefits. 

RISK FACTORS 

• Change in Government policy/orders 
may affect the overaU business ol 
the Company 

• The Company, may face competition 
from existing and new units as is 
normal and prevalent in any industry 

• The cost of expansion has been 
assessed at the prevailing rate, at 
the time of appraiaal, i.e February 
1992 Any ncreaae in cost may 
affect the expansion and may result 
in time/cost ovemm. 

• Application for adcfitional power 
requirements of 132 KW has been 
made to the State Electricity 
Authortties and the sanction is 
awaited. However the Company has 
made provision for purchase of 

2 generators of 110 KVA each 

• The Company has applied for 
No Objection Certificate from 
Tamitnadu Pollution Control Board for 
its expansion facikties. However the 
Company does not anticipate any 
problem in obtaining the necessary 
clearance from Position Control 
Board as manufacturing process 
does not Involve generation of 
effluents 


A hot-selling issue 

• The fabrics manufacturing industry is 
dependent on the availability ol 
cotton yarn which is a product of 
cotton crop The availability of cotton 
Is determined by the climatic 
conditions including rainfall However 
with advanced agricultural 
techniques, the dependence of 
cotton crops on ram has come down 
and the cotton crop production is 
expected to follow a steady trend in 
future 

• In the absence of financial stake by 
appraising bank, the monitoring of 
deployment of funds raised through 
this issue as well as the 
implementation ol the project are 
entirely left to the Promoters. 


LEAD MANAGERS TO THE ISSUE 
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Veena IfextUes Limited 

ftegd. Officerll/F, GandMpuamMain Road 
Komarapalayam - 638183. 


ISSUE OPENS ON 
JULY 15, 1992 


If the Company does noi receive the minimum supscriptkin ol 90% ol the Issued emount. the entire 
subecrtpfion wilt be rehjnded to me eppHcants withm 90 days Irom the closure of tus Issue. H mere is deUw in 
refund of such amount by more than 8 days, the Company wW pay mierest at the rale of 1 S% par annum tor 
the deia^ period 
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Dynamics of Non-Development 

Pradhan H Prasad 

Against the Few by Arun Sinha; Zed Books, London and New Jersey, 1991. 


THE rulin* oligarchy that emeiged after in¬ 
dependence in Imlia could not rid itseir of 
an over-centraiised decision-making system 
which was a colonial legacy. It also had a 
sizeable number of neo-compradore 
demenu in itt fold. This saw the emeigence 
of foreign aid (i e, foreign grants and loans) 
as the kingpin of our development strategy 
which sought to achieve 'self-reliant growth 
with social Justice’ for its people. This pro¬ 
moted a technology syndrome which not 
only encouraged capital-intensive techniques 
in a labour-surplus economy but also failed 
to capitalise on the nation’s resource base, 
thereby pushing the country into a foreign 
dependency paradigm at an ever increasing 
pace.' On the other hand, a centralised 
decision-making system for a country as big 
as India (the second most populous nation 
in the world) saw the ever increasing 
bureaucratisation of the development pro¬ 
cess and loss of touch with ground realities. 
The result was retarded and uneven regional 
growth, swamping of the cour.try with 
parasitic elements and freeloaders (in the 
form of brokers, contractors, agents, con¬ 
sultants. etc), particularly connected with the 
increasing public expenditure, and growth of 
joblessness on an ever-increasing scale 
Employment in the organised sector of the 
country (both private and public sector, in¬ 
cluding government administration)increas¬ 
ed from 12.3 million in 1961 to 30.61 million 
in 1990, whereas the total working popula¬ 
tion increased from 188.2 million in 1961 to 
338.4 million in 1990. The annual rate of 
growth of employment in the organised 
sector continued to decline. 1 1 was about 1.7 
per cent in the decade of the 80s, 1.4 per cent 
between 1983 and 1990 and only about I per 
cent in 1990. On the other hand, the work¬ 
ing population grew by an annual rate of 2.3 
per cent in the 80$. Those employed in the 
organised sector ate only about 9 per cent 
of the total working population. About 14.6 
per cent of the rural households (which 
would constitute about 10.6 per cent of total 
households in India) are engaged in crop 
prodiKtion and use hired labour on a regular 
basis. Those self-employed in these house¬ 
holds can be treated as fully employed per¬ 
sons. .This suggests that at least 80 per cent 
of the working population in this country 
arc unemployed, underemployed and 
disguised-unemplo^. But the large bulk of 
them do not now accept the situation of re¬ 
maining half-clad and ill-fed as in the past; 
rather, they are now engaged in all sorts of 
clandestine aaivities such as theft, dacoitics, 
looting, smuggling, drug-peddling, bootleg¬ 
ging, kidnapping, extortion, etc. This non¬ 
development syndrome has not only resulted 
in society being criminalised and lumpenised 
with concomitant rise of organised violence 
at an increasing rate, but also allowed the 
feudal ethos and identities (such gs caste, 
communal, ethnic, regional, linguistic, etc) 
to persist with a vengeance. 


in Bihar this non-development syndrome 
is probably more pronounc^ than in the rest 
of India taken together. The working 
population employed in the organised sector 
in 1990 happened to be only 3.8 per cent and 
the rate of growth of employment in the 
organised sector has been negligible. Arun 
Sinha's contribution lies in discussing and 
analysing the dynamics of this non¬ 
development syndrome in Bihar with facts 
related to ground realities, in the first part 
of his book Sinha examines the case of the 
‘lohar’ (ironsmith) caste. The advent of 
capital-intensive modern technology not 
only tears them away from their traditional 
roots but forces many of them to fill the 
south Bihar plains with illegal gun manufac¬ 
tories for survival. The market for illegal 
fire-afms is provided by the ever-increasing 
base of lumpenised and criminalised society. 
It IS a thriving trade shorn of any ideology. 
Sinha then points to the other ground 
reality—though the traditional link between 
caste and occupation has weakened, there 
is no weakening of the caste identity. The 
caste divide between the oppressor and the 
oppressed is as strong as ever. 

The author, in the second part of the 
book, discusses the struggle of the exploited 
against the 'laj'. Here also the tacts presented 
try to forge a link between the past and the 
present. In a way the present struggle of 
‘many against the few' has its roots in col¬ 
onial India, l-inally, Sinha develops the thesis 
that 'accumulated anger' or wide awareness 
of injustice must precede a mass revolt, but 
they do not necessarily result in a revolt. 
Then, in many such revolts, the ideological 
content is rather weak. Though there were 
pockets where and there were times when the 
rural poor in Bihar showed courage and in¬ 
itiative, the forces in general (except may be 
in some pockets) are not such as are likely 
to make a revolution. Therefore, one would 
be tempted to agree with T J Byres that this 
book IS fascinating, instructive and 
represents a valuable addition to the political 
economy of agrarian change. 

Furthermore, this book also provides an 
insight as to w hat might have been happen¬ 
ing in many pans of the country. Sinha, 
however, does not go on to discuss the prog¬ 
nosis which IS implicit in the social dynamics 
presented in the book. But the prognosis is 
very clear, part icularly in view ol the policies 
pursued in this country since June-July 1991 
and in the wake of the neo-imperialist ef¬ 
fort to integrate this country with the world 
system.^ Pursuance of these policies will 
not only speed up the process of lumpenisa- 
tion but will strengthen the forces leading 
to disintegration of this country. As discus¬ 
sed by Sinha, the demand for a separate 
Jharkhand sute has been the outcome of the 
process of struggle for 'growth with justice*. 
But IS neo-impenalism interested in a decen¬ 
tralised democratic polity in its ‘globalisa¬ 
tion’ scheme? The facts about the disintegra¬ 


tion of Yugoslavia and USSR are clear 
enough evidence on at least one point—the 
pre-condition to ‘globalisation’ is disintegra¬ 
tion of powerful countries (either existing or 
potential ones). Nearer home the neo¬ 
imperialists* subtle but effective support to 
forces leading to the disintegration of this 
country since the end of the second world 
war is not unknown. These lessons can be 
ignored only at our peril 

Notes 

1 Pradhan H Prasad. ‘India. Neo-Compradore 
Reigns Supreme', Frontier. September 7,1991. 
See also Pradhan H Prasad, ‘Neglected 
Aspects of India’s Development Planning’ 
and ‘Political Economy of India's Retarded 
Development’, Economic and Political 
Weekly, July 13, 1989 aid January 27, 1990, 
respectively. 

2 Pr^han H Piasad, ‘Union Budget, 1992-93’, 
Frontier, March 21, 1992. 
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Asserting Right to Information 

Sujata Gothoskar 
Vijay Kanhere 

Wagn in Public Sector in India —A Comparative Study by Arvind Shiouti; 
Maniben Kara Institute (HMS). 1991; pp 71, Rs ISO. 


THE riaht to information is a cruci^ issue 
for all sections of the population. In fact, 
the basic ri(hts guaranteed in the Constitu¬ 
tion like the right to expression, right to form 
associations, unions, etc. is complete only 
when people and their organisations have an 
actual and exercisable right to information, 
a right of access to information which af¬ 
fects their lives. Whether it is women’s 
groups struggling against invasive techno¬ 
logies, or environment groups struggling 
against destruction and misutilisation of 
natural lesouices or the struggle of the rural 
poor against drought or for the right to 
work, the lack of information or inaccessi¬ 
bility of crucial information is a vital 
handicap. 

Different sections of struggling people 
have demanded that they should have access 
to the information they need. In fact, this 
is one demand that can prove to be a rallying 
point for several movements against the op¬ 
pressors and the powerful. More recently 
hcMcver various sections have also begun the 
process of independently gathering informa¬ 
tion which is useful for their own needs and 
purposes. Various organisations and groups 
have emerged with precisely this intention 
and this has given rise to a body of material 
which has the potential of becoming useful 
tools in the hands of struggling sections of 
people. One such book is the Wages in 
Public Sector in India—A Comparative 
Study. 

This is a painstaking work and is a com¬ 
parative analysis of wages in SS leading 
public sector units (PSUs). It is based on the 
settlements and agreements of these PSUs 
and includes wages for four categories of 
employees: (I) lowest unskilled worker; 
(2) highest skilled worker; (3) lowest clerical 
employee/junior clerk; and (4) highest 
clerical employee/supervisor. These com¬ 
parisons are made for these sections at 
(a) the recruitment level; (b) after five yean of 
seniority; (c) aft«r I0 years; and (d) after IS 
years. About two lakh employees are covered 
in 13 industries, and about 73 per cent of 
employees in these 13 industries aie included 
in this study. The industries covered include; 
coal, steel, minerals and metals, power 
generation, petroleum, chemical/fertilisers 
and pharmaceuticals, heavy engineering, 
medium and light engineering, transporta¬ 
tion equipment, transport services, general 
insurance, life insurance, and banking. 

The book is useful for different sections 
in various ways. For one, it is an important 
data bank for unionists in negotiating their 
agreements. This sort of information was 
hitherto available only with managements, 
for managements and was prepared by 
{anagements. Secondly, this book can serve 


as a launching pad for serious political 
analysis regarding PSUs. Thirdly, this book 
is important for researchers of industry, 
labour and political economy. Considering 
the importance of the book, the publishers 
should have been mote careful however 
about some serious printing mistakes as at 
places these would discourage a person who 
is attempting to undersund some concepts 
like neutralisation for the first time. 

At one level, the book seems a very simple 
exercise, as it ‘merely’ analyses the printed 
settlements of S5 PSUs. However, the fact 
that such an attempt in terms of the public 
sector is being made for the first time, 
despite the existence of strong unions, in- 
dicats (1) the low level of interaction between 
unions; (2) the absence of a strong unifying 
trade union movement; and (3) the lack of 
a solid research base for the union movement 
today. This was also the experience of the 
union research group which attempted to 
analyse and provide about a hundred unions 
in ^mbay. Thane and Pune with data 
useful for negotiations with managements, 
in the early and mid-1980s. The sheer volume 
of work involved in procuring the settle¬ 
ments, discussing with each union the prac¬ 
tices and issues involved in each unit was 
phenomenal ais experienced by Arvind 
Shrouti too. However, the response to the 
work of the Union Research Group was 
universal irrespective of the colour and ban¬ 
ner of the union. Hence we are sure that the 
present book will also be well-received. 

Ihe book also contains several vital 
political observations. Contrary to the pro¬ 
paganda by the government, this book has, 
on the basis of figures given by the PSU 
managements, clearly shows that except for 
the PSUs in textiles and agro-based products 
in other PSUs the value added per rupee 
paid on wages has gone up constantly- - from 
9.03 in 1982 to iS.73 in 1988 in the power 
sector. The other sectors also show a con¬ 
sistent rise. 

Arvind Shrouti has also clearly shown 
that the real wages and purchasing power ol 
employees in PSUs have gone down over the 
years. The dearness allowance (DA) rate has 
not offset or compensated the rise in prices. 
Even at the lowest grades, the percentage of 
neutralisation is less than 100 per cent The 
percentage ranges from 92 in the coal in¬ 
dustry to 80 in Indian Airlines and Air India 
at the lowest level. Nearly all PSUs, exclud¬ 
ing the banks, insurance companies and 
Damodar Valley Corporation have a per cent 
DA rate of 1.65. At the lowest category of 
unskilled workers, it neutralises price-rise 
only up to 82 per cent, showing a decline 
of 18 per cent in real wages. As one goes 
higher in the scale, the fall in real wages is 
all the greater. 


In this connection, it is significant that 
among the 35 uniu studied, except for a few 
uniu like DVC, banks, etc, most of the units 
do not have a double link^e DA scheme, 
but a flat rate one which is obviously less 
beneficial to employees/workets. In the dou¬ 
ble linkage DA scheme the DA is linked to 
both the price-index and to the basic pay of 
employees. The rate of neutralisation goes 
down as one’s salary increases, however, this 
scheme reduces the corrosion of real wages. 
This book has very clearly and simply ex¬ 
plained the two broad types of DA schemes 
which exist in industry today, hpw they are 
computed and which scheme is more bene¬ 
ficial to workers and employees and how. 

The book has also issued a few warnings 
lo unionists negotiating settlements. It con¬ 
cretely shows how it IS not desirable for trade 
unionists to insist only on higher percentage 
of neutralisation without taking note of ac¬ 
tual earnings in terms of rupees, as it may 
happen that employees might continue to get 
very low wages despite total neutralisation. 

Another similar vvarning-cum-observation 
is regarding the tendency of managemenis 
in PSUs (and also in the private sector) to 
compel unions to sign agreements for a 
longer period A study of 25 industries 
showed that while in the year 1978-79, set¬ 
tlements were being signed for a duration 
of three years, ihis had increased to four 
years in 1982-83, while apart from three set¬ 
tlements all the other 23 had signed for more 
than four-year penod since the years 1985-87. 
This trend is again detrimental lo 
employees/wo rkers. 

Some of Shrouti’s other observations are 
also interesting and from the point of view 
of negotiating a settlement, fairly crucial. 
Some of these are; 

(1) The study shows the ettect of in¬ 
crements on the pay level of empltryecs over 
different levels of seniority. Thus while a 
clerk in a bank at the recruitment level gets 
a low pay compared to the other PSUs, but 
at the 15th stale (i e, after 15 years of work¬ 
ing), the bank clerk would be the second 
highest. 

(2) The mete senior workers are being paid 
far less as compared to younger workers over 
the years from 1973 to 1988. In enterprises 
with a flat rate scheme, the ratio was I;I9.2 
in 1973 and has come down to 1:6.3 in 1988. 
In enterprises with a double linkage scheme 
too the ratio has come down from 1:20.4 to 
1.9 6 

(3) The percentage of average labour costs 
in comparison with the total produaion cost 
has come down from 18 to 16 per cent from 
1983-84 to 1987-88 

These ‘shocking’ facts also have deeper 
political connotations which need to be 
developed further. 


When corresponding with the 
Circulation Department, subscri¬ 
bers are requested to mention their 
subscription numbers. 
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SPECIAL ARTICLES 


Bihar Famine, 1966-67 and Maharashtra 

Drought,1970-73 

The Demographic Consequences 

Tim Dyson 
Anip Maharatna 

This paper compares the demographic consequences Of the food crises tn Bihar in 1966-67 and Maharashtra 
in 1970-73 in the light of recent writings by Jean Dreze and Amartya Sen. It argues that while the available data 
show little sign of excess mortality in Bihar, we probably cannot exclude this possibility. Certainly, mortality ap¬ 
pears to have risen in the districts of southern Bihar, which were also those most affected by production failure. 

However, there is no doubt that there was substantial excess mortality during the Maharashtra drought—at 
the very least 70,000 excess deaths, and perhaps many more. The most interesting feature of the Maharashtra 
experience is that mortality rose most in those districts which were arguably least affected by production failures. 

The paper suggests some possible exploitations for these very different experiences of Bihar and Maharashtra 
apropos the observed relationships between mortality increases and output declines. It expresses surprise that 
the available demographic material on these two significant crises have generally been neglected. 


W R Aykroyd on Bihar, 1966-67 
Funinc in Bihar was kept at bay No 
exceptional mortality was recoided 
(p IM).. .The scale of relief was immense 
(p 141).. .In a book about the conquest of 
famine the Bihar emergency of 1967 deserves 
a prominent and honourable place (p 142). 

Etizahelh Oughton on Maharashtra. 

1970-73 

Between 1970 and 1973 Maliarashira suf¬ 
fered from a scries of droughts which 
cmiaed ooosiderabte distress. .The mortality 
rate in rural Maharashtra rose from 13 0 pei 
thousand in 1970 to IS.6. in 1973 
(p 169).. .The data [on relief works] suggest 
that the coverage was not very good There 
are reports of many relief works being badly 
run (p 186)... [At the local level the famine 
was] a failure in the management .of the 
food system. . the government was unable 
to procure grain, stocks were run down, and 
by the final drought year the supply coming 
through the public distribution system .. 
was reduced to a tnckle in relation to the 
need (p 193). 

Jean Dreze on Bihar. 1966-67 and 

Maharashlra. 1970-73 

jin Biharl short of starvation deaths every 
possible kind of damage occurred to an alar¬ 
ming degree: hunger and severe nutritional 
deterioration, massive loss of livestock, 
depletion of assets, and possibly even 
substantial excess mortality (p 46). there 
is precious little evidence to support the self- 
congratulatory statements that have com¬ 
monly been made about the Bihar famine 
(p 59).. .'distress' in Bihar in I9<>7 
was.. .much more severe by any criterion 
(food deprivation, nutritional damage, excess 
mortality.. .etc) tluui in Maharashtra in 1973 
(pp 62-63).. .The sufferings occasioned by 
(he Mahaiasbtra drought were, indeed, very 
much smaller than one might have expected 
given the almost complete collapse of 


agncultural incomes.. Mortality rose only 
marginally, if at all., (pp 68-69) The 
effectiveness of relief measures largely 
explains why this devasiaiing drought caused 
relatively little damage in terms of excess 
mortality . (p 99) ‘ 

THE food crises which affected Bihar in 
1966-67 and Maharashtra in 1970-73 were 
probably the two most important that have 
occurred in India since 1947. Although 
neither was a huge disaster on the scale of, 
say, the Bengal famine of 1943-44 (largely 
because by the 1960s key political, economic 
and demographic changes had taken place) 
both events have nevertheless elicited very 
considerable attention and controversy. IWo 
pivotal arca.s of debate have been the sue 
cess, or otherwise, of famine relief measures 
and the demographic consequences—parti¬ 
cularly for mortality. The three collages of 
quotations given above provide an impres¬ 
sion of this debate. The Bihar famine 
(sometimes termed a ‘near famine’) has often 
been described as a considerable success in 
terms of relief provision—as indeed has the 
Maharashtra crisi.s (.sometimes termed a 
‘scarcity’). On the other hand, as is'implied 
by the above quotations, apropos both events 
quite contrary views can also be found. 
While some of these contrasts may reflect 
understandable ditfcrences in perspective or 
purpose, there can be no doubt that the basic 
gist of the suggested controversy—which 
clearly extends to mortality—is genuine. 

The present paper was partly inspired by 
the careful rt.view and analysis of both events 
provided by Jean Dreze.^ Among his prime 
concerns are the distribuuon of hardship 
and, rclatcdly, the degree to which relief 
measures were successfully targeted. His 
conclusions on thes^matters are clear. In 
Bihar relief was generally not well directed; 


the poor suffered most and "there appears 
to have been a pronounced maldistribution 
of hardship across areas more or less severely 
affected by crop failures”.’ In contrast, in 
Maharashtra the food deficit was much bet¬ 
ter distributed (e g, between different socio¬ 
economic groups) and the famine relief 
“strategy was eminently successful... in 
drawing food into deficit areas through the 
generation of purchasing power in the right 
hands at the right time and in the right 
places. Reviewing vital rates from 
various sources, mostly at the state level, 
Dreze concludes that whereas there may well 
have been excess mortality in Bihar, during 
the Maharashtra scarcity “mortality rose 
little if at all”.' 

in this context the present paper has two 
main objectives. First, to assess whether or 
not excess mortality actually occurred ir 
Bihar and Maharashtra. And second, to ex 
amine the geographical distribution of mor 
tality compared with various rough proxy 
measures of agricultural production failure. 
While, because of data problems, it is diffi¬ 
cult to arrive at categorical conclusions— 
we believe that some fairly firm and in¬ 
teresting indications emerge The paper also 
demonstrates the considerable utility of vital 
registration (VR) material in India—a demo¬ 
graphic data source which is too often 
Ignored. 

To assess the demographic effects of these 
crises we have adopted a ‘detrending’ ap¬ 
proach. T hat is we have computed the ratio 
(limes 100) of the observed death (or birth) 
rate in the main crisis year to that which 
would have prevailed if the linear (or dinar y 
least squares (OLS)) trend of rates during 
the previous few years htui c ontinue d. This 
procedure—which has also been ap^ied to 
some of the agricultural time aeries—seemr 
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appropriate, particularly in circumstances 
where there is evidence of a trend in the data 
during the period before the crisis. Moreover 
it has the important advantage that it does 
not simply reflect absolute levels of regis¬ 
tered vital rates, which we shall see ate often 
seriously flawed.^ 

I 

Bihar 

Bihar is generally considered to be one of 
the poorest and most backward areas of 
India. In the late 1960s the state was afflicted 
by exteruive and successive droughts which 
culminated in the monsoon failures of 1966 
and 1967. South Bihar was worst affected; 
and 1967 was the year of greatest distress. 
The food situation was extremely grave and 
massive imports of wheat from the United 
States—by some accounts equivalent to 20 
per cent of the total US annual crop—played 
a significant part in limiting the disaster.^ 

In order to assess the famine's influence 
on vital rates we really need time-series data, 
both for the main crisis years and for the 
preceding period. The sole source of such 
information for Bihar in the 1960$ was the 
highly deficient system of vital registration. 
Ihbie 1 summarises the available registration 
data provided by the Office of the Registrar 
Gen<^ in New Delhi and the slightly dif¬ 
ferent vital rates used by Dreze. The true 
crude birth and death rates (CBRs and 
CDRs) in Bihar around this time were pro¬ 
bably about 41 and 21 per thousand popula¬ 
tion respectively.' So it is obvious that most 
births and deaths were not being regis¬ 
tered.* It is also clear from Table 1 that the 
single most important influence on the 
registered birth and death rates for the 
period vras the particular choice of denomi¬ 
nator which was used in their calculation 
(i e, the population taken to be ‘under 
registration'). This is most apparent in l%S 
when the denominators were suddenly 
reduced, thus producing a massive upward 
shift in the published registered vital rates.'” 
But detailed inspection of district level CBRs 
and CDRs for subsequent years suggests that 
this problem of apparently arbitrary changes 
in denominators relative to numerators may 


have continued to distort annua) vital rates 
(though to a lesser degree). Accordingly we 
will pursue them no further here." 

However, the infant mortality rates 
(IMRs) in Dible I are potentially mote pro¬ 
mising. They too are certainly deficient in 
level—the true IMR in Bihar around 1970 
was at least 130 infant deaths per thousand 
live births.'^ But because the IMR is calcu¬ 
lated as Simply the ratio of registered infant 
deaths to registered live births it is less likely 
to be biased by major and sudden numerator/ 
denominator mismatches, such as are clearly 


evidenced by the CBRs and CDRs. Here our 
primary concern is with issues of trend 
rather than level. And in this context the 
comparative consistency of the registered 
IMRs in Ihbl^ I is also encouraging. They 
hold out some prospect of being able to 
compare the registered infant mortality rates 
for the crisis years with the trend of the pre¬ 
famine period. Published annual IMRs are 
also readily available at the district level. 

The frail data base that is Table I says lit¬ 
tle about excess deaths during this crisis. 
With appropriate caution Dreze views 1967 


Table 2: Socio-Economic and Demographic Data for the Districts of Bihar 


District 

Popula¬ 
tion 1961 
((XW’s) 

0 ) 

Per 'Cent 
Urban 
l%l 

(i» 

Average Outturn 
Registered of Crops 
IMR in 1966-67 
l%2-65 as Per 
Cent of 
'Normal' 
(ill) (iv) 

Area 
under 
Pood- 
crops in 
1966-67 
Detrended 

(V) 

Detrended IMRs 
Compared to Tiend 
of Previous Four 
Years 

- vm~ 

(vi) (vii) 

Bhagalpur 

1,711 

II 

67 

51 

91 

75 

83 

Champa ran 

3,006 

5 

76 

64 

115 

117 

82 

Darbhanga 

4,413 

4 

60 

48 

95 

88 

75 

Dhanbad 

1 .1.‘i9 

25 

34 

24 

91 

99 

125 

Gaya 

3,648 

7 

104 

20 

70 

115 

128 

Hazaribagh 

2,396 

8 

54 

27 

79 

133 

114 

Monghyr 

3,287 

II 

82 

59 

83 

105 

94 

Muzaffarpur 

4.118 

5 

75 

59 

107 

101 

84 

Palamau 

1.188 

'5 

85 

27 

69 

115 

131 

Patna 

2,950 

20 

101 

22 

69 

121 

100 

Purnea 

3,089 

6 

60 

52 

97 

114 

94 

Ranchi 

2,139 

9 

6.3 

49 

97 

115 

117 

Saharsa 

1,724 

4 

45 

69 

93 

70 

78 

Santhal Parganas 

2,675 

5 

50 

62 

95 

79 

92 

Saran 

3,585 

4 

60 

75 

85 

128 

105 

Shahabad 

3,218 

7 

11.3 

47 

97 

97 

69 

Singhbum 

2,050 

22 

39 

41 

94 

71 

129 

Bihar 

46,456 

8 

76 

48 

92 

105 

101 


Notes: (i) The IMRs in column (lii) are infani dealhs per thousand live births 

(ii) According to Dreze the figures in column (iv) almost certainly refer to outturn of 
foodgrains and the 'normal' outturn levels were taken to be those for 1963-64, see 
Dreze cited in note I, p 50. 

(tii) The Index in column (v) is a detrended measure of the area under foodcrops in 1966-67 
compared with the OLS trend of the data for 1961-62 to 1965-66. 

(iv) The measures in columns (vi) and (vii) ate also detrended. Thus the figure of 105 
for Bihar in 1966 indicates that the registered IMR was 5 per cent above the OLS 
linear trend of the previous four years (i e, 1962-65). 

Sources: Columns (i) and (ii) arc from Census of India, 1961, Volume IV, Bihar, Part l-A(i), 
General Report on the Census, p 26 and p 142. Columns (iii), (vi) and (vii) are based 
on statistics from various is.siies of Vital Slaltsltcs of India cued in Ihble 1. Column (iv) 
IS taken from Dreze cited in note I, p 50; the original .source is Government of Bihar, 
Bihar Famine Report 1966-67, Secretariat Press, Patna, 1973. Column (v) is based on 
data from Indian Agricultural Statistics, Ministry of Agriculture, New Delhi, various 
years. 


Tabie 1: ViTAi Registration Si ATisTits FOR Bihar. I%2-69 


Vbar 

Registered 

Births 

Population 
under Birth 
Registration 
(OOO’s) 

Registered 

Deaths 

Population 
under Death 
Registration 

Crude 
Birth Rate 

Crude 
Death Rate 

Crude Death 
Rate Cited 
by Dreze 

Infant 

Mortality 

Rate 

Infant Mor¬ 
tality Rate 
Cited by 
Dreze 

1962 

429,885 

47,577 

184,572 

47.577 

9.0 

3.9 

— 

78 


1963 

465,038 

48,412 

211,067 

48,412 

9.6 

4.4 

— 

76 

— 

1964 

495,982 

48,599 

240.485 

48,599 

10.2 

49 

— 

79 

— 

)%5 

522,485 

18,336 

284 , 426 

17.768 

28.5 

16.0 

— 

70 

— 

1966 

497,046 

19,457 

246,662 

19,002 

25.5 

13.0 

114 

74 

74 

1967 

415,542 

14,594 

193.355 

13,478 

28.5 

14 3 

139 

72 

72 

1968 

435,002 

na 

186,627 

na 

25 0 

11.7 

104 

53 

51 

1969 

530,993 

na 

179,250 

na 

na 

na 

— 

44 

— 


- (i) The crude birth rate (CBR) and crude death rate (CDR) are respectively calculated as registered births and dealhs per thousand population 
under registration. 

^ 11 ) The infant mortality rate (IMR) is calculated as registered infant deaths per thousand registered live births, 
idost of the figures are taken from Vital Statistics of India, Ministry of Home Affairs, New Delhi (various years). The figures usQl 
^by Dreze are taken from Appendix LI of Dreze cited .in note I. He gives their sources as: Annual Report on Vital Statistics of Bihar, 
'968 (Patna: Government of Khar), and Condensed Annuat Vital Statistics Report for the years 1966 and l%7 (i^tna; Government of Bihar). 
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as the year of peak mortality, an infeience 
which he supports by citing elevated regis¬ 
tered IMRs in that year for the three “severe¬ 
ly affected" districts of Gaya, Hazaribagh 
and Mamau.'^ But as Dible 1 shows the 
registered crude death rate in l%S (for what 
iu worth) was higher than the rate for 1967. 
And the registered IMR in 1966 was also 
slightly above that for 1967—although, by 
definition, this reflects only the mortality 
experienced by infants. 

Ihble 2 summarises the dau used in our 
district level analysis. As can be seen, in 1961 
only 8 per cent of the state's 46 million peo¬ 
ple lived in urban areas. Undoubtedly, much 
of the IMR variation between districts 
shown for the pre-famine period, 1962-65, 
reflects differences in the registration 
coverage of infant deaths compared to live 
births. Column (iv) gives the main measure 
used by both the government of Bihar and 
Dreze to gauge the collapse of food produc¬ 
tion at the district level. It shows that for 
the state as a whole, foodgrain output in the 
agricultural year 1966-67 (i e, the period July 
1966 to June 1967 inclusive) was only 48 per 
cent of that of the normal year 1963-64. 
Dhanbad, Gaya, Hazaribagh, Phlamau, and 
Patna were especially hard hit. Figure I 
shows that these districts form a cluster in 
central Bihar to the south of the Ganga river. 
Column (v) of Tlible 2 gives a detrended 
measure of the area under foodcrops in 
1966-67; almost certainly this is a less 
satisfactory measure of agricultural failure 
than the outturn of crop, figures in column 
(iv). However we include the area figures 
because they are based upon one of the few 
agricultural statistical indices fot Bihar 
which is available for a period of several 
years prior to the famine, and hence can hc 
detrended. Finally, columns (vi) and 
(vii) provide detrended measures of infant 
mortality in 1966 and 1967 compared with 
the trends of the immediately preceding 
years. 

From what we have already said it sliould 
be apparent that the statistical data available 
to study this famine do not justify detailed 
analysis. Nevertheless T^ble 3 presents the 
correlation coefficients between the various 
measures in Table 2. it is notable that 
especially in 1967 there !s a strong implica- 
tion that mortality increased most of those 
districts which experienced the greatest 
reductions in crop outturn and acreage. The 
respective correlation coefficients are - 0.62 
and -0 55. The districts of Dhanbad, (iaya, 
Hazaribagh, Paiamau and Singhbum (the 
latter also in south Bihar) all experienced 
lower-than-average foodgrain outturn in 
1966-67 arid higher-than-average infant mor- 
h>li|y compared to trend. In contrast the 
districts of northern Bihar escaped com- 
Wratively lightly in terms of agricultural 
failure and most of them experienced im- 
Stoved infant mortality relative to trend. In- 
^*'d, 38 per cent of the variance in detrend¬ 
ed infant mortality in 1967 can be accounted 
dr by variation in the outturn of foodcrops. 

Tb sum up: Thble I provides little evidence 
'f major excess mortality during the Bihar 
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famine—although it does not preclude it. On 
the other hand. Tables 2 and 3 provide sup¬ 
port for Dreze’s distributional thesis— 
namely, that relief measures were not well 
targeted on those districts which were worst 
affected by crop failure Certainly those 
districts which experienced dramatic col¬ 
lapses in foodciop outturn also tended to 
experience raised infant mortality in 1967 

II 

Maharashtra 

By many snteria—including the com¬ 
parative maturity of its statistical base— 
Maharashtra is a relatively developed state. 


But during the early 1970s it suffered three 
successive years of drought which culmi¬ 
nated in the disastrous failure of the mon¬ 
soon rains of 1972 and the associated cala¬ 
mitous agricultural year of 1972-73—when 
cereal production fell to under half its 
1967-68 level. The crisis was eventually 
broken by favourable monsoon rains during 
the second half of 1973.'^ 

'Bvo independent time scries of vital rales 
are available for this crisis. First there are 
annual CBRs and CDRs from the ordinary 
system of vital r^istration (VR); second 
there are rates produced by tte tim newly 
instigated Sample Registration System (SRS). 
The SRS is a ‘dual record’ registration 
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scheme which has as its objective the pro¬ 
duction of estimates of birth and death rates 
at the state and national levels. During the 
late 1960s and early 1970$ the scheme was 
still in its formative stages and undoubtedly 
experienced some changes and disruptions. 
Nevertheless it is generally agreed that SRS 
vital rates are fairly reliable—though usually 
slight underestimates of the true rates.’’ 
Figure 2 compares the VR and SRS birth 
and death rates for Maharashtra for the rele¬ 
vant period. Because SRS rates for the whole 
state (i e, rural and urban areas combined) 
are unavailable for 1968 and 1969, those 
shown for these two years are simply the 
published rural rates adjusted downwards 
slightly to allow for the lack of urban rates. 
But the SRS rates shown for 1970 and subse¬ 
quent years are the final official all-state 
figures produced by the Registrar General."’ 

Several important points emerge from 
Figure 2. There is considerable agreement 
between the CBR and CDR trends indicated 
by both the SRS and the vital registration 
system. Evidently vital registration coverage 
in Maharashtra was quite good; for the years 
1970-75 inclusive the average V R crude birth 
and death rates are respectively 87 and 81 
per cent of the averages of the corresponding 
SRS rates. Indeed, in view of (i) the longer 
time span for which the VR figures are 
available (ii) the lack of SRS urban coverage 
in both 1968 and l%9, and (iii) the various 
other disruptions which the SRS undoubted¬ 
ly suffered (especially in 1973 and 1974)''’ 


it may well be prudent to give greater weight 
to the trends implied by the vital registra¬ 
tion statistics. 

Figure 2 suggests two key demographic 
responses to the Maharashtra scarcity. First, 
both data sources indicate that the birth rate 
dropped during the crisis. The SRS implies 
that the decline occurred in 1973, while the 
vital registration system—in our view more 
plausibly—suggests quite a drop also in 
1972. Given the nine months of gestation, 
the implication is that some reduction in the 
level of conceptions took place in 1972 and 
perhaps even in 1971.“ SMondly, Figure 2 
contains fairly clear evidence of excess mor¬ 
tality, particularly in 1973. A few simple 
calculations can illustrate its rough range of 
magnitude A minimum estimate is obtained 
if we simply compare the SRS death rate of 
13.6 in 1973 with the average CDR of 12.2 
recorded for the adjacent years of 1972 and 
1974; in a population of just over 50 million 
in 1971 this would imply about 70,000 ex¬ 
cess deaths (i e. 70.577 = (13.6-12.2) x 
50,412). On the other hand a more sophisti¬ 
cated treatment using the VR data (with an 
adjustment for underrrgistration) and taking 
into account (i) the pre-crisis trend in the 
CDR, (ii) the liketiho^ of some excess mor¬ 
tality (relative to trend) also in 1972, and (iii) 
the growth of population since the census 
in 1971, produces an estimate of more than 
1,30,000 excess deaths.” In such a large 
population experiencing a severe and pro¬ 
longed crisis, even a figure of 1,30.000 may 


Tabi r 3 Matrix or Zero oroi.k Correi ations, Bihar 



IMR 

1962-65 

(3ullurn of 
Crops 
1966-67 as 
Per Cent of 
Normal 

Area under 
Foodcrops 
1966-67 

Del rended 

Del rended 
IMR 

1966 

Detrended 

IMR 

1967 

(MR 1962-65 

1 00 





Outturn of crops 1966-67 






as per cent of normal 

0 25 

1 00 




Area under foodcrops 






1966-67 detrended 

0.32 

0 64* 

1 00 



Detrended IMR, 1966 

0 38 

0.28 

- 0.33 

1.00 


Detrended IMR, 1967 

- 0 17 

- 0.62* 

-055 

0.32 

1.00 


• SignificanI a I one per ceni level 
Note. Fot the data used sec Table 2 


FlOURE 2: CUJDE BnCTH AND OEAm 
Rates for Maharashtra. 

VR (1966-73) AND SRS (I968-IS) 
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Year 

actually leprnent ■ aigiuncant a chi ev e ma n t 
in ‘damage limitation’. But whatever the true 
figure, there can be little doubt that there 
war excess mortality associated with the 
Maharashtra drought. 

lb gain an understanding of the geogra¬ 
phical distribution of this mortality requires 
some background information. In this con¬ 
text Ihble 4 gives bask demographk data for 
Maharashtra’s 26 districts. The state’s relative 
advancement is reflected in the fact that in 
1971 nearly one third of the entire popula¬ 
tion lived in urban areas; in addition to 
Greater Bombay—which is entirely urban- 
the districts of lliana (which is adjacent to 
Bombay), and Poona and Nagpur (which 
both contain major cities with these ruunes) 
were all fairly urbanised. Ihble 4 also gives 
the average vital registration CBRs and 
CDRs for the period immediately preceding 
the main crisis year of 1973 (the SRS does 
not provide district level estimates). These 
birth and death rates are strongly and 
positively correlated; in other words, districts 
with high registered CBRs also tended to 
have high CDRs.“ While some of this 
association may have reflected variation in 
the level of registration coverage, it was also 
probably to a considerable extent real. 

This brings us to a brief consideration of 
the state’s agricultural ecology. Following the 
classification provided by Oughton,^' 


Table 4 Di moc.raphic Daia for Districts of Maharashtra 


Dislricl 

Popiilaiion 

1971 

(OOO's) 

(1) 

Per Ceni 
Urban 
1971 
(II) 

Average 
Reg C BR 
l%7 72 
nil) 

Average 
Reg CDR 
1967-72 
(iv) 

District 

Population 

1971 

(OOO’s) 

(I) 

Per Cent 
Urban 
1971 
(h) 

Average 
Reg CBR 
1967-72 
(iii) 

Average 
Reg CDR 
1967-72 
(iv) 

Ahmednagar 

2,269 

II 

29.8 

10 7 

Nagpur 

1,943 

54 

34.1 

12.3 

A kola 

l,.501 

2.3 

34 4 

12 3 

Nanded 

1,398 

17 

23.4 

8.3 

Amravali 

l,S4I 

28 

38.4 

13 2 

Nasik 

2,369 

29 

32.1 

124 

Aurangabad 

1,971 

17 

25 0 

90 

Osmanabad 

1,897 

13 

27.0 

9.1 

Bhandara 

1,586 

II 

35.5 

14 7 

Parbhani 

1,507 

16 

23.6 

8.9 

Bhir 

1,286 

12 

22.9 

80 

Poona 

3.178 

43 

30.8 

10.4 

Butdana 

1,263 

18 

36.1 

14.6 

Rainagiri 

1,991 

8 

24.2 

10.6 

Chandrapur 

1,640 

10 

37.8 

14.8 

Sangli 

1,540 

19 

26.7 

9.2 

Dhulia 

1,662 

17 

34.8 

14 5 

Satara 

1,727 

14 

30.4 

11.0 

Greater Bombav 

5,970 

100 

29.4 

10.2 

Sholapur 

2,254 

28 

31.3 

11.0 

Jalgaon 

2,123 

24 

35.0 

14 2 

Thana 

2,282 

36 

25.3 

7.9 

Kolaba 

1,263 

12 

25.5 

10.4 

Wardha 

780 

24 

38.9 

14.9 

Kolhapur 

2,048 

22 

29.4 

9.7 

Yeotmal 

1,424 

14 

41.0 

15.6 






Maharashtra 

50,412 

31 

30.5 

11.2 


Sources: The 1971 census data in columns (i) and (ii) are taken from Census of India, 1971 Maharashtra, General Population Tables, Part H-A, 
Series II, p 37, the registration figures in columns (iii) and (iv) are from various issues of I'lial Statistics of India cited in Tkble I. 
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Figure I shows that in broad terms Maha¬ 
rashtra’s districts fall into three main rain¬ 
fall zones. First, there are the relatively 
developed western coastal districts in which 
precipitation tends to be bot h assured and 
high, in addition to Greater Bombay and 
Thana, this zone includes Kolaba, Ratnagin 
and much of Kolhapur. Ihble 4 shows that, 
perhaps commensurate with the relative 
development of this region, birth and death 
rates in these districts were lower than the 
flgures for the state as a whole. 'Ihe second 
broad zone—located mostly behind the 
coastal mountains (western ghats) which run 
north to south—is an area of marked rain- 
shadow. Here precipitation tends to be both 
scant and unreliable. This drought-prone 
zone comprises parts ol Ahmcdnagar, 
Aurangabad, Bhir, Buldana, Dhuha .lalgaon. 
Nasik, 0.smanabad, Poona, Sangli, Satara 
and Sholapur districts. Finally, as one moves 
still further east, so normal levels ol rain¬ 
fall tend to increase and become much more 
reliable. Consequently the third broad agri¬ 
cultural zone comprises the eastern distruts 
of Akola. Amravati, Rhandara, t handrapui. 
Nagpur, Nanded, Parbhani, Wardha and 
Yeotmal; here precipitation is comparatively 
assured. Thble 4 shows that with the excep¬ 
tions of Nanded and Parbhani districts 
registered birth and death rates throiiuhoiit 
this eastern zone were relatively high 
In the early 1970s only about 9 pet cent 
of Maharashtra's total gross cropped area 
was irrigated. Consequently these three 
broad rainfall zones played a key lolc in 
determining patterns ol agriculture In the 
high rainfall coa.stal zone patterns ol cultiva¬ 
tion were relatively diverse and included 
signiFicant amounts of wet rice fat muig But 
in the drought-pi one zone the piedoininaiit 
cultivation of coarse foodgrains such ,is 
jowar (soighum) and bajra (millet) depended 
almost entirely upon the lottery of the mon 
soon. Finally, in the eastern zone witli 
relatively assured rainfall, cereal production 
was also compatatively high and, in addi 
tion, significant amounts ol cotton are 
grown. Furthermore this eastern zone con 
tamed the two districts (Uhaiidara and 
Chandrapur) with the highest propoi lions 
of irrigated area in the state at the time 
With this as background, labic S gives a 
key data for the districts and slate, with par 
ticuliu' reference to the main period ol crisis 
(i e, I9'^2-73). Districts have been grouped 
by zone; and within zones wc have separated 
out those districts with higher levels of 
urbanisation, while the remainder have been 
ranked according to a rough index of famine 
relief provision in 1973. The measures shown 
in columns (i) and (li) are those used bv 
Dreze; they are respectively per capita cereal 
produaion in 1972-73 and cereal production 
in 1972-73 expressed as a percentage of out¬ 
put in 1967-68. Column (iii) gives a detrend¬ 
ed measure of crop failure in 1972-73 derived 
directly from Dreze’s data; it is cereal pro¬ 
duction in the agricultural year 1972-73 com¬ 
pared to expected production given the lineai 
trend of the previous four years. Column (o ) 
gives average daily labour attendance on 


relief works during the main period of relief 
provision (January-September 1973) express¬ 
ed as a per cent of the 1971 district census 
population totals. It is this index which we 
have used to rank districts according to the 
provision of famine relief.^'* Finally, col¬ 
umns (v) and (vi) present detrended registra¬ 
tion based birth and death measures for 1973 
relative to the linear trend ol the period 
l%7-72. 

The state level statistics in Table 5 
underscore the gravity of the situation that 
was faced. Even in good agricultural years 
Maharashtra was a cereal deficit slate. But 
in 1972-73 per capita cereal production 
declined to barely 51 kilograms per 
person—only 47 per cent of the level of 
1967-68, and only 71 per cent ol what might 
have been expected even on the basis of the 
declining trend of the previous four years 
An average of just over six per cent of the 
slate's entire population were attending scar¬ 
city relief labour works during the period 
lanuary-Septembcr 1973 (although the 
lesiimption of monsoon rains meant that 


this relief provision was sharply curtailed by 
October) The registered CBR in Maha¬ 
rashtra in 1973 was 4 per cent lower than 
might have been expected, while the death 
rate was 15 per cent above the trend of the 
previous years 

labic 5 shows ihai the coastal zone was 
comparatively protected from the crisis. 
Although cereal production in 1972-73 was 
much lower than might have been expected, 
per capita cereal produetton levels remain¬ 
ed surprisingly high—particularly in view of 
the relatively low profile of agriculture in the 
economy of this zone There was some 
limited provision of relief in Thana and 
Kolhapur districts But only in Greater 
Bombay was the registered death rale above 
trend. The unweighted mean figures for the 
coastal zone as a whole imply that fertility 
and mortality were largely unaffected. 

1'urniiig to the districts which lie at least 
partly in the drought-prone zone, a more 
complicated picture emerges. Cereal produc¬ 
tion per capita across these districts in 
I972 73 was barely 45 kilograms—only 37 


I Mill 5 Dismu rl ivfcLiNDirr.sor AoRimi loat-, Rtiicr I'rovimon,Fikiilitv andMort/slity, 
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Cereal Pro 

Cereal 

Per Ceni of 

Detrended Vi^l Rates 


Production 

duct ion 

Production Ihipulation 

in 1973 Compared 


IVr Capita 

in 1972-73 

in 1972-73 
Del Tended 
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1972-73 
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(1) 

of 1967 68 
(n) 

(111) 

1973 

(IV) 

(V) 

(vi) 

Coastal zone 

C.reaier Bombay 

na 

31 

69 

iia 

112 

112 

fhaiia 

46 

42 

40 

24 

113 

98 

Isolhapur 

53 

65 

54 

3 5 

94 

92 

Kolaba 

131 

67 

82 

0 5 

93 

92 

Kalnagiri 

85 

86 

~fl 

0 2 

95 

100 

Unweighted mean 

79 

58 

M 

1 7 

101 

99 

Drought prone zone 
Poona* 

.^8 

43 

74 

64 

100 

109 

Bhir* 

27 

17 

32 

19 8 

78 

105 

()>.nianal>ad* 

61 

45 

12-9 

18 1 

79 

112 

Sholapur* 

27 

18 

46 

15 8 

82 

109 

Ahmednagai * 

47 

.33 

62 

14 7 

84 

94 

Aurangabad* 

31 

20 

57 

14 5 

81 

112 

Sangli* 

20 

18 

22 

12 7 

92 

97 

Nasik* 

32 

26 

44 

9 3 

94 

no 

Dhuha* 

54 

49 

58 

60 

89 

122 

Satara* 

45 

41 

44 

5 9 

91 

98 

Buldana 

86 

63 

95 

4 8 

83 

132 

Jalgaoii 

72 

70 

152 

28 

88 

121 

Unweighted mean 

45 

37 

68 

10 9 

87 

no 

haslern assured zone 
Nagpur 

49 

67 

108 

1 9 

116 

131 

Parbhani 

66 

41 

216 

7 4 

90 

139 

Nanded 

51 

29 

181 

6.0 

81 

132 

Yeotmal 

86 

85 

98 

.3 3 

85 

122 

Akola 

64 

61 

91 

2 6 

89 

134 

Chandra pui 

118 

71 

55 

2.2 

87 

117 

Aiiiravali 

62 

79 

161 

1 9 

89 

134 

Wardha 

80 

68 

128 

1 5 

83 

12) 

Bhandara 

92 

58 

43 

1 0 

92 

99 

Unweighted mean 

74 

62 

121 

.3 1 

90 

125 

Total Maharashtra 
state 

51 

47 

71 

6.1 

% 

ns 


Notes (I) The districts marked with an a.stcrisk were designated the ten ‘most acutely affected' 
dislricLs by Subramanian, with the implicaiion that this reflected the official assessment, 
see Subramanian cited in note 14 

(II) The detrended cereal production measures in column (iii) have been calculated reialive 
to the trend for years 1967-68 to !971-72 

Sources. Columns (i), (ii) and (iii) arc taken or derived from Dreze cited in note I, p 70. Column (iv) 
IS based on district labour attendance statistics in Subramanian cited in note 14. 
pp 576-80. Columns (vi) and (vii) arc based on siaiisiics from various issues of yiml 
Sitttisiics of India cited in Tible 1 
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per cent of the level of 1967-68, and well 
below trend. Moreover, all of what were 
termed the “most acutely affected” districts 
were located in this zone. Labour relief 
provision during January-September 1973 
averaged over 10 per cent of the population. 
And in Bhir and Osmanabad districts very 
nearly one person in five was recorded as 
receiving such relief. fVrhaps not surprising¬ 
ly, the drought-prone zone also experienced 
the sharpest decline in CBR in 1973; again 
Bhir and Osmanabad experiencing the most 
marked reductions (see Ihble S). 

However, compkted with trend, mortality 
in the drought-prone zone seems to have 
been less severely affected than fertility. Thus 
the unweighted means in Table S indicate 
that the death rate was 10 per cent above 
trend while the birth rate was 13 per cent 
below trend. Thble S also shows that in 1973 
death rates were higher than expected in nine 
of the 12 districts in the zone. But in only 
three—a northern cluster consisting of 
Buldana, Dhulia and Jalgaon—was the in¬ 
crease on trend higher than the all-state 
Tigure of IS per cent. It is also noteworthy 
that according to most of the agricultural 
indices shown, these three districts escaped 
relatively lightly during the drought; for 
example, they each experienced per capita 
cereal production levels above the state 
average (very much above in the cases of 
Jalgaon and Buldana).^’ Indeed, within the 
drought-prone zone there is a strong indica¬ 
tion in Ihble S that mortality rose most in 
those districts where cereal production in 
1972-73 was greatest relative to trend. 

This last point is strengthened when 
we consider events in the eastern zone. 
Throughout this region cereal production 
was well below the levels of 1967-68. It is 
quite clear that 1972-73 was a bad agri¬ 
cultural year in the east. But per capita 
production figures were generally high— 
especially if the predominantly urban con¬ 
stitution of Nagpur district is taken into 
account. And, compared with trend, cereal 
production in 1972-73 in most of the districts 
of the eastern zone was higher than 
expected.^* In general, relief provision In 
this zone was low, except for the two adja¬ 


FICUXE ): DETXENDED MOKTALITY AGAINST MEASUUSOF AOXICULTUXAL OUTTURN FOR THE DlSTRIOS 

OF Bihar and Maharashtra 



Outiutn ol Crop« in 1966 «7 as perwnl ®l normal' Dolrondm) Cotoal Pfoduelion In 1972 73 


cent south-western districts of Parbhani and 
Nanded (which we have already had cause 
to distinguish). And there is clear evidence 
that birth rales were somewhat reduced 
throughout most of this zone in 1973. 
However the most interesting feature of 
Table S is the strong indication that it was 
the districts of the eastern zone which 
registered the greatest death rale rises. Only 
Bhandara was spared a major increase in 
deaths compared to trend. And across the 
zone as a whole the CDR was 25 per cent 
higher than expected. So, somewhat 
paradoxically, it was in many ways the 
favoured eastern agricultural zone which 
experienced the greatest rise in death rates 
in 1973. 

Table 6 presents the correlation coeffi¬ 
cients between the various measures in 
Table S. Not surprisingly the various cereal 
production indices are positively related with 
each other. There is also clear support for 
Dreze's contention that relief measures were 
comparatively vrell targeted. For example, 
greater proportions of the population receiv¬ 
ed work relief in those districts where per 
capita cereal production levels were least and 
where the birth rate reduction (itself a 
powerful measure of agricultural stress) was 
greatest.^’ 

Finally, Ihble 6 provides support for the 
suggestion that, relative to their respective 
trends, death rates rose most in those 


districts where cereal production was 
highest. The full explanation for this rela¬ 
tionship is almost certainly complex; it might 
involve for example, a district level examina¬ 
tion of levels of nutrition, outbreaks qf 
disease and patterns of rainfall. However 
two tentative explanations can perhaps be 
proposed. First, relief provision together 
with other attendant government attention 
(e g, to health measures and water supplies) 
may have played some role in limiting death 
rate rises throughout much of the drought- 
prone zone. For example, it is noticeable 
from 1able 5 that of the lO districts which 
were designated the 'most acutely affected’, 
all of which received significant government 
attention and relief, only Dhulia registered 
a detrended CDR rise higher than the 
average for the state The second, and in our 
view more powerful explanation for the rela¬ 
tionship relates to inierdistrict (and perhaps 
even interstate) patterns of migration. The 
general tendency in the literature on the 
Maharashtra drought has been to {day down, 
and even deny, the existence of significant 
population movement. But the empirical 
base for the view that migration was negligi¬ 
ble seems to consist of a few very small-scale 
studies On the other hand there is con¬ 
siderable evidence from various parts of 
India that populations in drought-prone 
zones have well established strategies of 
migration in the event of drought and pro¬ 
duction failure.^ Thus in the present con- 


Tabi.e 6: Matrix of Zeroorder Correlations. Maharashtra 



Cereal 

Cereal 

Cereal 

^r Cent 

Detrended 

Detrended 


Production Production Production of Papula- 

CBR 

CDR 


Per Capita 

in 1972-73 

■in 1972-73 

tion on 

1973 

1973 


1972-73 

as Per Cent 

Detrended 

Relief 





of 1967-68 





Cereal production 







per capiu 1972-73 

1.00 






Cereal production in 







1972-73 as per 







cent of l%7-68 

0.75* 

1.00 





Cereal production in 







1972-73 detrended 

0.26 

0.33 

1.00 




Pet cent of ptmuia- 







tion on relief 

-0.64* 

-0.80* 

-0.24 

1.00 



Detrended CBR 1973 

1 -0.04 

0.12 

-0.17 

-0.50* 

too 


Detrended CDR 1973 0.09 

0.23 

0.73* 

0.19 

-0.13 

t.OO 


text It is noteworthy that the districts of 
Akola, Amravati, Buldana and Yeotmal— 
which together formerly comprised the pro¬ 
vince of Berar—each experienced com¬ 
paratively large increases in death rates. 
There are reports for famines in the late 
i9th century of large numbers of people 
migrating into precisely these districts in 
search of work and food—who subsequently 
died there That migration played a role in 
the geography of the demographic response 
to the Mahaiashtta drought is also suggested 
by the detrended CBR and CDR measures 
for the more urbanised districts—especially 
Bombay and Nagpur—in Table S. More 
generally we posit that some of the more 
vulnerable sections of society may have 


* SigniHcant at one per cent level. moved towards areas of relative agricultural 

Wotr For the data used see Table 5. improvement in 1973, perhaps conditioned 
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by lon«-standing routes for distress migra¬ 
tion. There, some of them died. Of course, 
however, while our CDR measures reflect the 
effects of migration in the changing distnbu 
lion of deaths, we are unable to assess the 
extent to which distria population sizes were 
affected by such movements. 

Ill 

Dincuanion 

The main points to emerge from this com 
parative study are as follows. The available 
vital registration data show little sign of 
excess mortality at the state level during the 
Bihar famine. But dau limitations mean that 
we certainly cannot exclude this possibility. 
Mortality appears to have ri.sen in the 
districts of southern Bihar which were also 
the districts most severely affected by pro¬ 
duction failure. Conversely, mortality seems 
to have improved in most of northern Bihar 
where agriculture was less severely affected 
by the crisis. 

However, there is no doubt that there was 
substantial mortality during the Maharashtra 
drought—at very least 70,000 excess deaths 
Both VR and the SRS reveal a similar pic¬ 
ture of response at the state level. There was 
quite a pronounced reduction in births in 
1973, and probably 1972. And deaths also 
increased in 1973, and probably 1972 
In its basic demographic responses the 
Maharashtra drought therefore accords well 
with earlier Indian famines.” 

Within Maharashtra the coastal zone ap¬ 
pears to have been largely unaffected in 
demographic terms (although there are cer¬ 
tainly signs m Ihble S of distress migration 
to Bombay). The drought-prone »onc was 
undoubtedly severely affected in terms of 
both its agricultural production and its fer¬ 
tility. However, excess mortality in the 
drought-prone zone was modest. And within 
this zone mortality rose most in tho.se 
districts which arguably were least aflected 
by output declines. Paradoxically it was the 
districts of the eastern assured rainfall zone 
which experienced the greatest rises in 
deaths—the registration material indicate 
about a 25 per cent increase overall. We sug¬ 
gest that the generally elevated vital rates in 
urban Maharashtra in 1973 reflect distress 
migration towards the towns—ot women, 
some of whom gave birth, and of afflicted 
people in general, .some of whom died. From 
a wider perspective the mortality data arc 
consistent with movement eastwards within 
the state, from very dry agricultural areas 
towards the eastern ‘assured’ rainfall zone 
where, traditionally, employment and food 
were more accessible. Unfortunately, 
however, use of crude death rates makes it 
hard to exactly evaluate changes in the risk 
of death between districts. 

To conclude. Figure 3 shows the contrast 
between the relationship of mortality and 
production failure in Bihm and Mahara-shtra. 

It would be very tidy to interpret the con¬ 
trary slopes as simply the outcomes of the 
arguments propos^ by Oreze i e, ‘bad’ 
targeting of relief in Bihar and ‘better’ 
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targeting of relief in Maharashtra. There 
may well be some merit to this position. And 
we certainly accept his basic conclusions 
concerning the adequacy of relief provision 
in these crises. 1 his said, it is extremely dif¬ 
ficult to interpret the relationship between 
mortality and famine, not least because of 
their various and complicated interactions 
with disease. Raised mortality is certainly 
not an inevitable component of famine.’’ 
And in the present context, for example, 
explanations are required as to why mortality 
seemingly improved in some districts of 
Bihar despite quite sharp production 
declines. Conversely Maharashtra poses us 
with an instance where there was substan¬ 
tial excess mortality notwithstanding com¬ 
paratively well targeted measures of relief. 
This brings us finally to migration—which 
Itself has complex links with famine and 
mortality. Distress migration during famine 
can rightly be viewed as both an important 
survival strategy and a process which may 
actually increase the risks of death. 
Moreover the ambiguity of the relationship 
between migration and mortality in cir¬ 
cumstances of famine pertains not only to 
those who migrate, but also to those who 
stay behind. If we had to place a single 
interpretation upon the stark distinction 
shown in Figure 3 it would relate chiefly to 
differences in communication and integra¬ 
tion. The fundamental contrast may essen¬ 
tially be between Bihar—a state with a trivial 
urban sector, a poorly developed transport 
system, bisected north from south by a 
major river, where people basically died 
where they lived—and Maharashtra, where 
a more extensive communications system 
and much larger urban sector probably both 
redistributed, and helped limit, the volume 
of excess deaths 


iNolea 

(We thank Jean Dreze and Nigel Crook for 
helpful discussions). 

1 The sources of these quoiatiuns are as 
follows. W R Aykroyd, The Conquest of 
f-amine. Chatto and Windus, t-ondon, 1974. 
h Oughloii, 'The Maharashtra Droughts of 
1970-73: An Analysis of Scarcity', Ojtford 
Bulletin of Economics and Slalisitcs, 
Volume 44, No 3, August 1982; Jean Dreze, 
'l-amine Prevention in India'm J Dreze and 
A Sen (eds), The Political Econo^ of 
HunjKer, Volume II famine Prevention, 
C.'larendon Press, Oxford. 1990 

2 See Dreze ated in note 1 An earlier version 
of his paper is available as Discussion Paper 
No 3 of the Development Fconomics 
Research Programme, ST/ICbRD, l^ndon 
School of tconomics, January 1988. 

3 See Dreze cited in note 1, p 60 

4 See Dreze, 1988, cited in note 2, p 101 

5 See Dreze cued in note 2, p 70 Similarly, 
Dreze and Sen conclude that there is very 
little evidence of increases in monalily rales 
in Maharashtra during 1970-73, sec J Dreze 
and A Sen, Hunger and Public Action, 
Clarendon Press, Oxford. 1989, p 129 

6 This detrending approach also makes use 
of all the available information provided by 

1992 


I he data for the immediate pre-crisis years; 
however it is not without some difficulties, 
see note 26 below 

7 On the scale of wheat imports see Aykroyd 
cited in note I, p 137 For additional 
background on this crisis see, for example, 
Dreze cited in note I, especially pp 48-65; 
also. Central Insliluie of Research and 
Training in Public Co-operation, Famine 
Relief in Bihar A Study, Central Institute 
of Research and Training in Public Co¬ 
operation, New Delhi. 1%9 

8 Sec P N Man Bhat, S Preston and T Dyson, 
Vital Rales in India, I96I-SJ. National 
Academy Press. Washington, DC. 1984, 
pp 128-35. 

9 According to the Registrar Oeneral during 
1961 71 roughly 79 per cent of births and 
76 per cent of deaths in Bihar were not 
registered. See Office of the Registrar 
General, India, Evaluation of Birth and 
Death Registration in India 1961-71, Occa¬ 
sional Paper No I of 1980, Ministry of 
Home Affairs. New Delhi, p 2. 

10 A plausible explanation for this sudden 
reduction in the size of the denominator is 
that it was changed from the total popula¬ 
tion to an estimate of the population 
residing in registration units which were ac¬ 
tually reporting vital events, i e. defaulting 
units were abruptly excluded. 

11 for example, the number of registered 
deaths in the district of Santhal Parganas' 
fell from 11,310 in 1966 to 9,207 in 1967 
while the registered dedlh rate for the 
district rose from 14 3 in 1966 to 42.0 in 
1967 Despite our reluctance to use such 
district level CDRs we should record that, 
nevertheless, taking the ratio of the 
registered death rate in 1967 to ihe average 
of the registered rates for 1965 and 1966 
produces a broadly similar picture to that 
provided by the use of detrended IMRs in 
figure 3. 

12 See Bhat et al cited in note 8, pp 40-69. 

13 See Oreze cited in note i, p 58 and p 101. 

14 Foi background information on this crisis 
sec, for example, Dreze cited in note I, 
especially pp 65-97; Oughlon cited in note 
I; and V Subramanian, Parched Earth: The 
Maharashtra Drought 1970-73, Orient 
lyungman, Bombay, 1975 

15 For details see Bhai et al cited in note 8, 
pp 29-34 

16 The SRS rales for years 1970-75 inclusive 
in Figure 2 are taken from Bhat et al cited 
in note 8, p 70 and p 82 The rates for earlier 
years are derived from Office of the 
Registrar General. Sample Registration 
Bulletin, Volume VIII, No 1, April 1974. 
During 1970-72 inclusive the average SRS 
death rate for the slate as a whole was 0.905 
of the published rural rale; accordingly this 
figure was used to obtain ‘all state' CDRs 
for 1968 and l%9 from Ihe published rural 
figures. The corresponding figure used for 
births was 0.967 The VR rates in Figure 2 
are taken from various issues of Vital 
.Statistics of India cited in Hible 1. 

17 See Bhat et al. cited in note 8, edbecially 
p 33. 

18 On the validity of this assumption and the 
general argument that the level of concep¬ 
tions in a population experiencing famine 
lends to decline long before there is any nse 
in mortality see T Dyson ‘On the Demo 
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graphy of Souch Asian Famines, Part I’, 
Population Studies, Volume 45, No I, 
March 1991. 

19 On the basis of the OLS trend in the 
registered death rates for 1966-71 inclusive 
the death rates in 1972 and 1973 should have 
been 9.5 and 8.8 respectively; in fact the 
registered rates were 9.9 and 10.5. If the VR 
crude death rate was only 81 per cent of the 
SRS rate (sec text) then a minimal correc¬ 
tion factor for VR death underreporting 
is 1.23 (i c, 1/0.81). Assuming that 
Maharashtra's population grew at the 
average annual rate for the 1971-81 decade 
of 2.41 per cent, by early 1972 the state’s 
population would have been 51,627,000. 
Thus a rough estimate of ncess mortality is. 
133,352 = (51,627x0(9.9-9 5) 4 (10.5-8.8)) 
X 1.23). The approximate nature of this 
Figure must be emphasised. 

20 The correlation coefficiem between columns 
(ill) and (iv) in Table 4 is 0 93. Note that 
in what follows we chiefly address the main 
year for excess mortality i e, 1973. However 
in passing it is worth noting that excess mor- 
lalily in 1972 and 1973 (compared with the 
OLS trend for 1966-71) across districts is 
also strongly and positively correlated 
(r = 0.77). 

21 See Oughton cited in note I, p 176. 

22 There must be a suspicion from the vital 
rates in Table 4 that registration coverage 
was comparatively poor in Nanded and 
Parbhani 

23 For more information on patterns of 
agricultural production in Maharashtra see 
Oughton cited in note I, pp 175-79. 

24 The great bulk of relief provided in 
Maharashtra was through the programme 
of relief works. 

25 In our view the classification of Buldana 
with the other disincts of the drought-prone 
zone IS particularly debatable, because for 
very many years it was closely associated 
with Akola, Amiavati and Ycotmal distners 
Together these four districts constituted the 
former province of ‘Berar’ which was trans¬ 
ferred to the British by the Nizam of 
Hyderabad in 1853, see T Dyson ‘The 
Histoncal Demography of Berar, 1881-1980’ 
in T Dyson (ed), India's Historical 
Demography, C urzon Press, London, 1989 

26 Howevei, of districts in the eastern zone 
only Aniravati actually experienced an in 
crease in the absolute volume of cereal pro¬ 
duction between 1971-72 and 1972-73 (the 
only other district in Mahara-shtra to ex¬ 
perience such an increase being Jalgaoii) 
rhu.s, lor example, the very high detrended 
measure for Parbhani in Table 5 should not 
obscure the fact that there was nevertheless 
a slight decline in the district's cereal out 
turn between 1971-72 and 1972-73 loi the 
relevant statistics .see Dreze cilcd in note I, 
p 70 

27 Sec note 18 above 

28 See Dreze cited in note I, p 75 and 
Subramanian cited in note 14, pp 463-65 
Subramanian alludes to inter-state migra 
tion into Maharashtra and some movement 
towards Bombay 

29 Sec Dyson cited in note 18, p 7. 

30 Sec Dyson cited in note 25. p 164 

31 See Dyson cited in note 18 

32 See Dyson cited in note 18. p 24 
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Impact of Co-operativisation on Working 

Conditions 

Study of Beedi Industry in Kerala 

M MohudaB 
P V Praveen Kumar 

fVage and non-wage benefits of workers in Beedi workers’ co-operatives have improved with the creation of 
such co-operatives. While there is considerable disparity in the benefits of co-operative and contract workers, 
the presence of the former has influenced some improvements in contract workers' benefits. 


THE beedi industry in India provides 
employment to approximately 50 lakh 
workers consisting of males, females and 
children, spread over 13 states and 3 union 
territories [Panikkar, 19831. The unique 
feature of the industry is its un-organised 
nature which has been clearly brought out 
by a CSIR survey in 1973. It showed that of 
the 36 lakh workers employed in the industry 
in 1973, only I 8 lakh were in the factory sec¬ 
tor, while 28 lakh were employed in the un¬ 
organised sector The remaining workers 
were engaged in the collection of tendii leaf 
which is the principal raw material used as 
the beedi wrapper [Mohandas, 1980) The 
daily production of beedies in the country 
IS estimated to be around Rs ISO crore and 
the revenue from excise duties from this in¬ 
dustry IS around Rs 200 crore |.Singh el al. 
1990). 

Kerala is one of the live major beedi pro¬ 
ducing states in India T he organised sector 
of the industry consists of the factory based 
units which arc either the workers' co-opera 
fives, private concerns or operate under the 
contraa system Under the contract system, 
the workers are connected to the firm 
through a 'contractor' who is sometimes, 
also, known as the 'branch manager'. In this 
system the employers do not have any direct 
dealings with the actual workers. The con¬ 
tract system can assume the form of either 
a factory-based or a home-based system. 

However, the predominant system of work 
in the industry is the 'out-wurk' system 
which along with the self-employed beedi 
labour forms the un-organised sector Both 
these arc basically home-based systems. The 
workers under this system arc provided with 
leaf and tobacco and have to return a speci¬ 
fied number of beedies as per the norms of 
the company. Any shortfall in production in¬ 
volves a penally in the form of deductions 
in the piece wage rate. The outwork is widely 
prevalent in Kerala especially m the northern 
districts. Here the workers are not provided 
with any work sheds as in the case of the 
factory-based system but have to work at 
home or on the verandah of a shop The 
system of self-employment is relatively less 
significant in the industry. 

The predominance of the outwork system 
may be seen from the fact that of the 2 51 
lakh workers employed in the industry ir 
1977, 79.70 per cent were in the outwork 
system. The factory sector had employed 
only 0.37 per cent [Mohandas, 1980], 
Though the contract system employed above 


20 per cent of workers, most of them were 
in the home-based system taking the overall 
contribution of the outwork system to some¬ 
where around 95 per cent of the employ¬ 
ment. However, since 1977. the trend of 
disorganisation has taken a new turn. The 
factory system has been replaced by the 
factory-based system which employs a 
si/eable number of persons. The Kerala 
Dinesh Beedi Workers Co-operative Society 
tKDBWCS) alone employs about 42,000 
workers. Of late the Sadhoo Beedi Company 
IS also pressuring its workers to accept the 
outwork system 

7 he industry exhibits high spatial concen¬ 
tration in the northern districts of Kerala, 
especially in the erstwhile Can nanoie district 
which with effect from 1986 has been split 
into the districts of Cannanore and Kasar- 
gode According to the latest information, 
of the 352 registered beedi-producing units 
in Kerala at the end of 1982, 59 per cent were 
in Cannanore district. Cannanore and 
Calicut districts together shared 65 per cent 
of the registered units in Kerala. 

Though the industry experienced pheno¬ 
menal growth during the first half of the pre¬ 
sent century, there were no legislations to 
protect the laboui from the exploitation of 
producer capitalists as well as the inter¬ 
mediaries. As a result the industry continued 
to be in the unorganised sector and the 
workers were deni^ minimum wages and 
other service benefits. The efforts made by 
the state government since 1957 to co- 
operativise the beedi labour did not fructify 
in the beginning 

The passing of Beedi and Cigar Workers 
(conditions of employment) Act in 1966 by 
the parliament was, however, an important 
landmark in the history of the beedi in¬ 
dustry. The new act was considered as a 
'Magna Carta' by the beedi workers in 
Kerala who were subjected to different forms 
of exploitation 'ull then. The act sought to 
protect the interests of the workers through 
statutory requiiements like provident fund, 
leave wage, paid holidays etc, apart from 
abolishing the contract system which evades 
the provisions of the act. The decision of the 
state governiTienl to implement the act in 
Kerala naturally antagoni.sed the beedi pro¬ 
ducing companies and most of the leading 
producers who were operating under the 
contract system abruptly closed down their 
entire business in Kerala and shifted to the 
neighbouring district of Mangalore in 
Karnataka. Since there was no plant and 


machinery involved in the industry, it was 
quite easy for them to shift their business 
in a bid to evade the statutory provi.sions of 
the act. As a result, about 12,000 workers 
employed in these units were thrown out of 
employment. 

The misery of the workers and their 
families and the socio-economic problems 
underlying the phenomenon forced the state 
government to take the amdioiative measures. 
The state geyvernment decided to organise the 
workers on a co-operative basis to retain 
them in the industry remuneratively, as well 
as with self respect. The strategy was to 
organise 20 primary societies and a central 
society as a federal body. Thus the KDBWCS 
was registered as the central society on 
February 2, 1969. 

At the time of the study, there were 22 
primary societies affiliated to the central 
society. There were 49,077 members in the 
society of which 32,670 were employed as 
labour in the primary'socieiies. At present 
there are about 42,000 workers of whom 
18,000 are women. The share capital con¬ 
tributed by the'primary societies and the 
State government were Rs 15.16 lakh and 
Rs 21.10 lakh respectively. The daily produc¬ 
tion of beedies was 175 lakh with an annual 
sales turn over of Rs 3.744.16 lakh. The 
soaety paid an excise duty of Rs 296.73 lakh 
during 1989 and the aggregate wages paid 
to the workers during the year was 
Rs 1,816.65 lakh. The society earned a 
trading profit of Rs 47.79 lakh of which net 
profit was Rs 34.81 lakh. 

The success of the KDBWCS in rehabili¬ 
tating the workers in distress and the pro- 
gtes.sive absorption of more labour from rest 
of the sectors in later years on the one hand 
and the conferring of higher wages and bet¬ 
ter service provisions to its member workers 
on the other, have had some favourable ef¬ 
fect on the rest of the beedi labour in the 
same area. Hence an attempt is made to ex¬ 
amine the extent to which the co-operative 
sector has influenced the service conditions 
and the working environment in other 
systems of work in the industry of the same 
area 

The article examines the effect of co- 
operativisation on wage rates, on real wages, 
on non-wage benefits and on the working 
environment. The present study is confined 
to three major systems of work viz: (|) the 
workers’ co-operative under the factory- 
based sector, (2) contract system under the 
lactory-based sector, and (3) the home-based 
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sector. There are other minor sub-systems 
the self-employed which are not covered 
here. Primary data was collected from 100 
beedi workers of Cannanore district and 
Badagara taluk of the Calicut district. A 
stialified random sampling procedure was 
adopted for selection of the samples. While 
40 workers were selected from the co¬ 
operative sector (KDBWCS) 30 each were 
selected from the contract system and the 
home-based sectors. Data collection was 
held during the period December 1989 to 
January 1990 with the help of a pre-tested 
structured schedule. 

Effect on Wage Rates 

The KDBWCS was the first to give mini¬ 
mum wages to the beedi workers in Kerala. 
A study by Mohandas [1980] showed that 
though Cannanore district accounted for 
half the beedi labour in the state, the wage 
rates in the district were lower than those 
prevailing in other districts in Kerala. The 
basic wage rate recorded by the Minimum 
Wages Committee [I965j varied from Rs 1.62 
to Rs 3.20 for 1,000 beedies (see Mohandas, 
1980). 

Although KDBWCS had started offering 
the statutory minimum wages right from the 
beginning, the firms operating under the 
contract system and the home-based sector 
started doing so in 1978 and 1980 respective¬ 
ly. This was the outcome of piersistent 
demands made by the workers in other 
systems of work to gmn parity with 
KDBWCS. 

The system of wage payment under all the 
systems of work is the piece rate for rolling 
1,000 beedies. This is necessitated by the 
wide variation in productivity per worker in 
terms of the number of beedies rolled per 
unit of time. It may be noted that there is 
no difference in the basic wage rate and the 
dearness allowance (DA) given to the workers 
at present under different systems of work. 
While KDBWCS pay Rs 12.10 for rolling 
1,000 special beedies and Rs 12 for ordinary 
beedies, all other firms covered by the study 
in the same area pay Rs 12 per l,0(X) beedies 
uniformly irrespective of the variety of 
beedies. But some of the Mangalore-based 
beedi companies who operate under the out¬ 
work system through contractors or commis¬ 
sion agents, are paying lower rates, which 
ate prevalent in Karnataka. The pre.sen( rate 
of DA is fixed at Rs 9.60 for a minimum pro¬ 


duction of 800 beedies per day. However, 
workers are entitled to get DA for six days 
if their total production per week is not less 
than 4,800 beedies. If the daily production 
falls below SOO beedies then the workers are 
not entitled for DA and if production ex¬ 
ceeds 800 there is no provision for additional 
DA. 

Effect on Wage Income 

The distribution of workers under the 
three main systems of work according to 
monthly wage income from beedi roiling 
may be seen from 1hbie I. It may be noted 
that 30 per cent of the total samples covered 
by the study have wage income from beedi 
making between Rs 601 to Rs 6S0 The pro¬ 
portion of workers varies only marginally 
between 40 per cent in KDBWCS to 36.67 
per cent in the contract system. The cor¬ 
responding proportion is only lO per cent 
in the case of the home-based sector. Fur¬ 
ther only 23 per cent of the samples have 
wage incomes above Rs 700 which varies bet¬ 
ween 30 per cent in KDBWCS and lO per 
cent in the home-based sector. The propor¬ 
tion in contract sector is closer (26.6 per 
cent) to that of the co-operative sector. 

Though there are no restrictions on the 
hours of work, the average wage income is 
lowest (Rs 585) in the home4)ased sector com¬ 
pared to those in the KDBWCS (Rs 627.52) 
and the contract system (Rs 623.00). It may 
be noted that 82.5 per cent of the workers 
in the co-operative sector have an average 
daily employment of eight hours while none 
in the sample have worked for more than 8.5 
hours a day. On the other hand, 45 per cent 
of the workers in the home-based sector have 
worked for more than 8.5 hours a day of 
which 5 per cent have even worked for 12 
hours or more per day. Then it appears 
paradoxical that the average income is lowest 
in the home-based sector along with lowest 
proportion of samples earning wage income 
exceeding Rs 700 per month. 

As the basic wage rate and DA rates in 
all systems of work are uniform, there are 
three possible lines of explanation. One 
possibilfly is that the number of days of 
work per week may be smaller in the home- 
based sector so that in spite of higher hours 
of work, their total production of beedies 
may be lower. The second possibility is that 
in spite of longer hours spent productivity 
and average output per day per worker may 
be lower in this sector. This may be due to 


two factors: (I) They ate sitting at places of 
their choice and are working leisurely 
without any specific time limits. Hence pro¬ 
duction and productivity may be lower, (2) 
The workers sitting at home may not be time 
conscious and therefore the hours of work 
might have been exaggerated. If these two 
hypotheses are not correct then it is evident 
that neither wage differences nor production 
differences can explain this paradon. There¬ 
fore the third possibility is that this may be 
the direct consequence of certain restrictive 
practices in this specific sector like reiection 
of beedies under the pretext of quality con¬ 
trol or deduction in wages for shortfalls in 
production caused by poor quality of leaf. 
These issues need to be examined in detail 
for a satisfactory explanation of this 
phenomenon. 

Further analysis revealed that there are no 
significant differences in the number of days 
of work obtained by workers in different 
systems of work. All the workers covered by 
the study had a maximum employment of 
six days per week both under KDBWCS and 
the contract system. But 10 per cent of the 
labour in the home-based sector had employ¬ 
ment during all the seven days of the week. 
Hence it is clear that wage differences notic¬ 
ed between the home-based sector and other 
systems of work did not arise from dif¬ 
ferences in the levels of employment. 

If the wage income differences cannot he 
nplained in terms of differences in the levels 
of employment, then it is necessary to ex¬ 
amine whether there have been differences 
in the levels of production and productivity 
in different systems of work. Unfortunately 
there are practical difficulties in assessing the 
per hour productivity due to differences in 
the nature of employment. Still the average 
production per day may be a good indicator 
for this purpose. It can be seen from Ikble 2 
that the average production is the highest in 
the home-based sector (1,073 beedies) com¬ 
pared to the KDBWCS (1,024) and the con¬ 
tract sector (1,048). If the output classes are 
taken individually, the home-based sector 
lags behind only marginally in one class. 
I e, 1.201-1,300. 

In spite of highest average daily output 
of beedies, the average wage income is lowest 
in the home-based sector. Further analysis 
showed that this was mainly the outcome of 
certain restrictive practices like rejection of 
beedies under the pretext of quality testing 
and deduction of wages due to a shortfall 


Table I: Disikibution of Workeks Accordinc to Income from Beedi Rolling (1989) 





Factory-Based Sector 



Home-Based Sector 


KDBWCS 


Contraci System 

No of 
Workers 

Percentage 
of Total 

Average 

Monthly 

Income 


Perceniagc 
of Total 

Average 

Monthly 

Income 

No of 
Workers 

Percentage 
of Total 

Average 

Monthly 

Income 

Up to 400 

3 

75 

2.34 0 

1 

3.3 

210.0 

I 

3.3 

234.0 

40M50 

— 

_ 

_ 

1 

3.3 

432.0 

1 

3.3 

442.0 

451-500 

1 

2.5 

480 0 

3 

lO.O 

480.0 

4 

13.3 

487.0 

501-550 

— 

~ 

— 

3 

10.0 

540.0 

3 

10.0 

528.6 

551^ 

7 

17 5 

580.3 

3 

10.0 

569.0 

10 

33.3 

570.1 

601-650 

16 

40.0 

638.1 

II 

36.7 

643.1 

3 

10.0 

634.0 

651-700 

1 

2.5 

684.0 

— 

— 

— 

5 

16.6 

664.8 

701-750 

6 

15.0 

723.0 

3 

10.0 

738.0 

— 

— 

— 

751-800 

6 

15.0 

771.0 

2 

6.7 

756.0 

1 

3.3 

758.0 

800 and above 

... 

_ 

_ 

3 

10.0 

828.0 

2 

6.7 

828.0 

Total 

40 

100.0 

627.5 

30 

100.0 

623.0 

30 

100.0 

585.0 
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in production. It is worth noting that Panik- 
kar chairman of the KDBWCS, who had 
fUlmiitted a report to the ministry of labour, 
gowenunent of India, had pointed out that 
the quantity of leaves supplied by the con- 
trncton in the outwork system would nor¬ 
mally be leu by 30 per cent. He had also 
cited other methods of rejection of beedies 
and appropriation of the rejected beedies by 
the contractor (see Ruiikkar, 1983]. This 
clearly shows that in spite of apparent 
equality of wages, the net wages received by 
the workers in the unorganised sector is still 
subjected to deductions of one sort or the 
mher even though its severity has declined 
over the years. 

From the average production and average 
wages received, we can arrive at the effec¬ 
tive wage rate received by the workers under 
the three different systems for rolling 1,000 
beedies. The workers in the co-operative sec¬ 
tor get an average effective wage (including 
DA and ho&day wage) of Rs 20.41 for rolling 
1,000 beedies. In the contract system and the 
home-based sectors it is Rs 19.82 and 
Rs 18.17 respectively, which is 2.89 per cent 
and 10.98 per cent lower than the correspon¬ 
ding rate in the co-operative sector. The ef¬ 
fective wage rate is lowest in the home-based 
sector partly due to the absence of leave 
wages and difference s in the number of days 
of holidays with wage 

It is thus seen that workers in all the sec¬ 
tors get equal mtxiey wages and the wage in¬ 
come differences arise partly due to certain 
deductions for short-falls in production and 


partly due to differences in the number of 
paid holidi^ The main impact of KDBWCS 
was to minimise the wage income diffciences 
which existed in earlier years. 

EFFECT ON Real Wages 

The higher rates of nomituil wages granted 
by the KDBWCS as per the Minimum Wages 
Act has had a stimulating effect on the 
money wages of workers in other sectors of 
the industry as well. Over the years, the 
workers of these sectors have benerued from 
a rise in retd wages. In order to examine the 
relative movement in teal wages over the last 
decade, the present data is compared with 
the estimated money wages in 1978, collected 
in an earlier study by MohancUs. The pre¬ 
sent wages have been deflated to the 1978 
level using the Consumer Price index 
Number for industrial workers for the 
Cantunoie district. 

It is evident from Tkble 3, that there was 
a remarkable improvement in monthly real 
wages earned by the workers over the ll-year 
period. For instances. 60 per cent of the 
labour in the co-operative sector and 56.7 
per cent in the contract system received a 
monthly income (at 1978 prices) exceeding 
Rs 250 in 1989. The corresponding propor¬ 
tion was only 1.7 per cent in 1978. As a 
natural sequel, the proportion of samples 
receiving monthly wage income below 
Rs 200 declined sharply from 90.3 per cent 
in 1978 to 10 per cent in the co-operative 
sector and 16.6 per cent in the contract 
system during 1989. It may be noted that the 


KDBWCS and the factory-based contract 
system were clubbed together under the 
factory-based system in the earlier study. 

However, the increase in real wages was 
more perceptible in the home-based sector. 
It may be noted that 92.7 per cent of the 
samples of this sector had vrage income 
below Rs 200 during 1978. The correspon¬ 
ding percentage is only 23.3 at present com¬ 
pared to 7.3 per cent rarlier. Some 36.7 per 
cent of them are receiving real wages ex¬ 
ceeding Rs 250. 

The data thus shows that there has been 
an appreciation in real wages iirall the sec¬ 
tors of the beedi industry. Nevertheless the 
co-operative sector had a demonstration ef¬ 
fect in pushing up the real wages in other 
sectors and the workers in these sectens have 
gained relatively more during the period 
covered by the study. 

WORKER'S PERCEPTION OF EFFECT OF 
CO-OPERATIVISATION 

It will be interesting to examine the 
perception of the beedi worken in other sec¬ 
tors about the effect of the workers' co¬ 
operative on the working conditions of the 
labour in the rest of the beech industry. Ihble 
4 shows that all the samples who responded 
to these questions felt that the working of 
the co-operative sector which ensured sta¬ 
tutory minimum wages and better service 
conditions to its workers had certainly in¬ 
fluenced the rest of the sectors in the beedi 
industry, in different ways. They also feh that 
this was the main factor responsible for the 


TxBt L 2: Distribution of Workers Accordinc to Beedi Production Per Day (1989) 
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Total 
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KDBWCS 

Average 
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of the 
Total 

Contract Syste 
No of Average 

Workers 

m 

Percentage 
of Total 

No of 
workers 

Average 

I^Fcentage 
of Total 

601-700 

2 

600 

50 

1 

700 

3.0 

_ 

_ 


3 

701-800 

6 

792 

15.0 

5 

800 

17.0 

7 

792 

23.0 

18 

801-900 

5 

860 

12-5 

1 

900 

30 

1 

900 

3.0 

7 

901-1000 

12 

996 

30.0 

14 

996 

47 0 

8 

1000 

27.0 

34 

lOOI-llOO 

2 

1100 

5 0 

1 

1050 

30 

2 

1100 

7.0 

5 

1101-1200 

5 

1200 

12.5 

— 

— 

— 

3 

1200 

10 0 

8 

1201-1300 

5 

1280 

12.5 

5 

1270 

17 0 

7 

1278 

23.0 

17 

1301-1400 

3 

1383 

7.5 

— 

— 

- 

— 

— 

— 

3 

1401-1500 

_ 

_ 


— 

1.500 

100 

2 

1500 

7.0 

5 

Total 

40 

1024 

100.00 

30 

1048 

100.0 

30 

1073 

100.00 

100 



tabi t y 

Distribution of Monthiv Riai Income Durinc. 

1978 AND 

1989 



Monthly Income 



Faclory-Based Systems 




Home-Based System 


al 1978 Prices 


1978 


1989 



1978 

1989 

Rs 

No of 

Per Cent 


KDBWCS 


No of 

Per Cent 

No of 

Per Cent 


Workers 

of the 

No of 

Per Ceni 

No of 

Per ( cm 

Wesrkers 

of Total 

Workers 

of Total 



loial 

Workers 

of ihe 

Workers 

ol the 


for the 


for the 





Total 


Total 


Group 


Group 

25-50 


_ 



— 

— 

1 

2 5 


— 

50-75 

3 

5 0 

- 

— 


- 

4 

9.8 

— 

— 

75-100 

3 

SO 

2 

50 

1 

1 3 

9 

22 0 

1 

3.3 

100125 

3 

50 

1 

2 5 

— 

- 

4 

98 

— 


125 150 

14 

23 7 

— 


— 

-- 

10 

24.4 

•- 

— 

ISO-175 

18 

30 5 

— 

— 

1 

3.3 

9 

22.0 

1 

3.3 

175-200 

12 

20 4 

1 

2.5 

3 

10.0 

1 

2 5 

5 

16.7 

200-225 

4 

6.8 

1 

2.5 

4 

13 3 

-- 

— 

9 

30.0 

225 250 

1 

1.7 

II 

27 5 

4 

13 3 

— 


3 

10.0 

250-275 



12 

30.0 

9 

30.0 

3 

7 3 

6 

20.0 

275-300 

_ 

— 

9 

22 5 

5 

16 7 


- 

3 

10.0 

300-325 

1 

1 7 

3 

7 5 

— 


- 

— 

2 

6.7 

^25 and above 

, 

_ 

— 

— 

3 

10.0 

— 

— 

— 

— 

Total 

59 

1000 

40 

1000 

30 

100.00 

41 

100.00 

30 
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PRESSMAN 


appreciable improvement in money wages 
and service bencFils. Most of them were hap¬ 
py that due to persistent demands they were 
able to get wage rates at par with the co¬ 
operative seaor. which has been giving the 
sututory minimum wages to its member 
worirers. 

However, it may be noted that only II per 
cent of the respondents believed that the co¬ 
operative sector has influenced the wage level 
in the rest of the sectors. On the other hand, 
IS per cent opined that the presence of the 
workers* co-operative has resulted in more 
benefits to the workers under the contract 
and home-based systems. But 17 per cent felt 
that co-operativisation has resulted in more 
facilities for the workers in other sectors. 

The pattern of response however, shows 
that workers attach higher premium for 
status in the organisation and the ownership 
pattern more t han anything else. A third (33 
per cent) of the respondents reported that 
co-operativisation has improved the status 
of the workers in the society. Similarly a fifth 
of the respondents pointed out that com¬ 
pared to other systems of work, there are no 
strict measures or penalties attached to shor¬ 
tages in production caused by the poor 
quality of the tendu leaf. It is a matter of 
common knowledge that contractors and 
private firms under the outwork system im¬ 
pose heavy penalties for shortfalls in pro¬ 
duction against the norms laid down by the 
firm. This is also weU-documented by Pmik- 
kar |I983|. The workers are unjustifiably 
made to bear the cost of the poor quality 
leaf supplied by the producer, i^ikkar also 
reports that higher average output was 
achieved in the co-operative sector by edu¬ 
cating them and not by cutting wages. He 
claims that the Kerala experience has been 
that a hike of about 20 per cent in the 
average output could be achieved by educa¬ 
tion and adopting the incentive method (see 
Panikkar, 1983]. Right from its inception the 
workers' co-operative has kept away from the 
unhealthy practice of immiserisation of the 
workers. This had forced the private con¬ 
cerns also to minimise these unhealthy prac¬ 
tices. But It still persists in a limited way in 
the outwork sys'tem. Nevertheless, the co¬ 
operative sector has had a demonstration ef¬ 
fect even in minimising the unhealthy prac¬ 
tices if not abolishing it in toto. 

Ehec t on Non Waoe Benehts 

The working conditions of labour com¬ 
prise both wage and non-wage benefits 
Non-wage benefits relevant for the industry 
are Sunday wages, paid holidays, provident 
fund, gratuity or retirement benefits, mater¬ 
nity benefits and bonu.s. In general, the non¬ 
wage benefits are more under the factory- 
based sector. It is here that the differences 
between the factory-based system and the 
home-based system are getting most pro¬ 
nounced. The workers in the former system 
are given Sunday wage and paid leave for 
national holidays and festival days, usually 
limited to eight days per year, in the workers' 
co-operative and seven days per year in the 
contract system. Besides, the workers in the 


co-operative sector are entitled to a paid 
holiday for every 20 days of actual work. 
Sunday wage is calculated by taking total 
production during that week and dividing 
it by the number of days of work during that 
week. On the other hand, casual leave wage 
is determined by dividing the total produc¬ 
tion during the preceding four weeks with 
the number of days worked by the employee 
during these weeks. In the case of holi^y 
wage it is fixed by dividing the production 
of beedies in the preceeding year by the total 
days of attendance during that year. Dear¬ 
ness allowance is payable only if the average 
production is 800 beedies per day or above. 

All the concerns in the industry have been 
granting bonus to the workers. But the bonus 
rate varied between different systems of 
work. In 1989, the workers' co-operative 
(KDBWCS) grar'ed 15.5 per cent bonus. The 
corresponding rates of bonus were II per 
cent and lO.S per cent in the contract system 
and the home-based systems respectively. 
Bonus is calculated on the total wages earn¬ 
ed by the worker during the year including 
dearness allowances. 

In the KDBWCS, there is a welfare-cum- 
pension scheme, for which each worker has 
to contribute Re I per week. An equal con¬ 
tribution is also made by the society. When 
the worker retires at the age of 58 with a 
minimum of 12 years of service, he will be 
entitled to a lump sum welfare fund of 
Rs 3,000 and a monthly pension of Rs 150 
for the rest of his life. If the worker dies 
before superannuation, a lump sum welfare 
fund of Rs 5,000 will be given to the family 
of the worker. But similar schemes are not 
in existence in the other systems of work. 

It is seen that there are no differences in 
the payment of medical allowances under 
the different systems of work. All the 


workers receive medical allowanoe at the rate 
of Rs 30 per year irrespective of the actual 
amount of expenses incurred by them for 
treatment. Though the workers' co-operative 
has arranged for free medical consultation 
the scheme is not operating in certain 
primary societies and their branches. Some 
of the workers are seen to be ignorant about 
the scheme as such. 

If beedi smoking is injurious, beedi roiling 
is far more injurious as the workers are ex¬ 
posed to the raw tobacco fumes for at least 
eight hours a day. Moreover beedi rolling for 
a long period is seen to result in certain oc¬ 
cupational diseases and there has been a 
long-standing demand for coverage by the 
ESI scheme, it was even argued that as in 
the case of press employees who are entitled 
for milk allowances, the beedi workers 
should be given similar allowances (see 
Mohandas, 1980). But the beedi labour has 
not been covered under the ESI scheme so 
far. 

In general the overall non-wage bcireflts 
estimated on a monthly basis happen to be 
higher in the workers’ co-operative than in 
the other systems of work. Fm instance a 
worker producing an average number of 
beedies between 1050 to 1150 was a seen to 
receive Rs 165.22 as non-wage benefits in the 
KDBWCS, while it was Rs 131.02 and 
Rs 130.96 in the case of the home- based sec¬ 
tor and the contract sector respectively. 

Working Conditions 

As the vvorkers have to sit and work at the 
work centre provided by the firm under the 
factory-based system, the basic a m eni t i e s 
availa^ at these work centres is an indic a to r 
of the working envirorunent. Ihble 5 shows 
that 43 per cent of the workers under the 
KDBWCS reported the availability of drink- 


1 MU I 4- Bi Ni-nTs i-ROM Co operativisation or Beedi iNDusrav Response or Workers in 

Other Sectors 


Benefils 

No of 
Workers 

PcTceniage of 
the Total 
Respondents 

IVrcentagc 
of the 11^ 
Response 

Higher wage 

6 

10.0 

II.O 

More benefils 

8 

13.3 

ISO 

More facilities 

9 

IS.O 

17.0 

Status in the society 

18 

30.0 

33.0 

No strict measures against shortfall 




in production 

13 

21 7 

24.0 

Total response 

54 



No response 

6 

10.0 

— 

Total 

60 

100.0 

lOOJ) 


Notr. Data relates to the workers under the contract system and home-based sector only. 


Table S; Basic Facilities Availabie at Work Centres 


Facilities 


Availability of drinking water 
Supply of work tool except scissors 
Toilet faiilities 
Proper veniilaiion 
Sufficient place in the work shed 


Fagory-Based Sector _ 

KDbwCS Contract System 


No of 
Workers 

Percentage 
of Total 

No of 
Workers 

Percentage 
of TbuJ 


for the 


for the 


Group 


Oroup 

17 

42.5 



40 

100.0 

30 

100.0 

17 

42.5 



17 

42.5 



17 

42.5 




Economic and Political Weekly June 27. 1992 


1337 



ing warn, toilet facilities, adequate ventila¬ 
tion and sufficient space in worksheds. 
However, none of the workeis in the contract 
system enjoyed these facilities. But all the 
workers in the sample from the factory-based 
system encompassing the co-operative and 
the contract systems reported that they were 
provided with work tools except sdssots such 
as a bamboo tray and a box or stool to sit 
on and work. None of these tools were given 
to the workers under the home-based system. 
Nevertheless, 80 per cent of them have 
reported the presence of basic facilities like 
drinking water, toilet facilities and proper 
ventilation in their homes. 

Even though the working conditions of 
the beedi labour have improved over the 
years, they ate still a exploited lot. Many of 
the tNmefits enjoyed by their counterparts 
in other industries ate not available to them. 
R>r instance; the workers are not yet coveted 
by the ESI scheme. The family wdfate-cum- 
retirement benefits are confined to the 
KDBWCS. Here also it is alleged that the 
society is financing this scheme mainly 
throu^ the thrift deposit. Every worker in 
KDBWCS has to remit 5 per cent of their 
weekly money wage in a thrift deposit which 
will returned to them at the time of 
superannuation without any interest accrual. 
Hence it is alleged by the private firms that 
KDBWCS is financing its pension scheme 
with the interest on the thrift deposit and 
they have even offered to give similar bene¬ 
fits to their labour if they are also permitted 
to operate the thrift scheme. 

None of the firms except KDBWCS arc 
offering any maternity leave or benefits. 
KDBWCS has been offering 15 days’ wages 
until recently and a case has been filed 
recently to get the maternity benefits in full 
as per the statutory provisions. 

All th^ necessarily show that much more 
remains to be done for raising the living 
standards of the beedi labour in the country. 
Recently they had organised a strike for 
pressing some of thdr kmg-sianding demands 
including rise in money wages. But the fact 
remains that the labour co-operative had a 
favourable effect on the wage and non-wage 
benefits of the writers of the remaining sec¬ 
tors and sub-sectors in the industry. This has 
certainly enhanced the self-respect and 
bargaining power of the labour in the in¬ 
dustry. The co-operative sector has thus 
emerged as the leader in the industry and 
the labour in the rest of the sectors are 
striving to get parity with the wage and non¬ 
wage benefits conferred by the workers’ 
co-ooerative. 
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DISCUSSION 


Privatisation and Deregulation 

Samuel Paul 


THE purpose of this note is to comment on 
some of the arguments and conclusions of 
Ashok Rudra in his response (EPfy, May 
lfr-23) to Kirit Parikh's critique of Rudra’s 
article on 'Privatisation and Deregulation'. 
The Srituvasan-Rudn-Parikh debate on this 
subject has darifled a number of conceptual 
issues underlying privatisation. Readers have 
hopefully been able to get a more balanced 
view of the rationale of privatisation and of 
its relevance in the Indian context as a result 
of this exchange 

It is true that the efTiciency argument has 
been used by many economists as a major 
reason to justify privatisation. But as Rudia 
has pointed out. in India, there is plenty of 
evidence to show that inefTiciencies abound 
in both the private and public sectors. In¬ 
efficient and ineffective top managers are 
found in both sectors. We have just seen how 
even under the nose of one of our elite public 
agencies (RBI), its own subsidiary (the 
National Housing Bank) could indulge in 
serious malpractices with disastrous econo¬ 
mic consequences for the country that the 
supervisory body was unable to monitor or 
rectify. Preference for sons and nephews is 
not unique to the private sector. From the 
political end of the public sector spectrum 
to the production and delivery end, one sees 
evidence of the same pattern. Similarly, the 
appointments of bureaucrats and scholars 
to various lop jobs in many govemmenu are 
not always based on merit. If one moves on 
to the NGO (non-govemmental) sector, there 
again one finds evidence of inefficiency and 
abuse. All this might support the view of 
some economists that it is not ownership but 
competition in the economy that determines 
allocative or -X-efficiency [Cook and 
Kirkpatrick 1988]. Alternatively, some cynics 
might argue that ail institutional altemativs 
and mechanisms for development in India 
are inefficient, corrupt and poorly manag¬ 
ed to some degree or other. While these em¬ 
pirical observations arc useful and may shed 
light on some of the basic maladies in our 
society, I wonder whether a mere test of ef¬ 
ficiency as measured by profitability between 
the private and pubUc sectors at a given point 
in time is the right perspective from which 
one should judge the case for privatisation 
in India, especially in view of the fact that 
the public sector is also engaged in many ac¬ 
tivities for which economic profitability neec 
not be the only test. 

Given our experience with the public and 
private sectors in the past four decades and 
our knowledge of the lessons in this regard 
from other countries, including the ex¬ 
socialist countries, I suggest that we view the 


issue of privatisation from a broader pers¬ 
pective asking what the comparative ad¬ 
vantages of government and the private lec¬ 
tor are, bearing in mind that the production 
of markeubic goods and services is only a 
pan of what society expects of a govern¬ 
ment. What institutional alternatives are ^>- 
propriate and available to satisfy society’s 
demand (subject to resource and equity con¬ 
siderations) for the wide and evolving set of 
goods and services? This will focus atten¬ 
tion on the need to systematically review the 
roles and functions that these different sec¬ 
tors might be encouraged to perform in the 
future In other words, an analysis of the 
types of goods and services that we need in 
society should be the starting point. For 
example, where public goods and common 
pool goods (underground water, certain 
minerals, etc), are involved or where exter¬ 
nalities are a major factor, a strong case ex¬ 
ists for ownership or production by the state 
and active intervention to regulate producer 
behaviour if production is left to other 
agents (Yarrow 1986; ftul I98S]. The argu¬ 
ment here is not based on the narrow pro¬ 
fitability criterion but rather on the theory 
that social welfare is optimised through 
public ownership, production and/or regula¬ 
tion. As we move away from goods with 
‘public’ characteristics or that are charac¬ 
terised by market failure to purely private 
goods, there is every reason to leave their 
production to the market where private 
agents can be exirected to have an incentive 
lo produce and supply them to consumers, 
especially in countries like ours with a 
substantial private sector. If the market is 
competitive and entry and exit barriers are 
minimised (with provision for social safety 
nets where appropriate), private incentives 
lo produce efficiently will be sustained. The 
case for deregulation is that it will facilitate 
this process. Some of the abusive and in¬ 
efficient private sector behaviour Rudra has 
referred to can be traced to the absence of 
these conditions m the country. The market 
system may provide the discipline that pro¬ 
ducers need to survive and grow, but does 
not guarantee profitability to all the parti¬ 
cipants involved. It is more useful to think 
of the market as a system that builds in ‘con¬ 
testability’ (the threat of market entry by 
competitors), a feature that will motivate 
firms to perform belter. Some will gain and 
grow and others will lose in this process. So 
if you ignore merit in youi recruitment or 
fail to heed the feedback from consumers, 
etc, either domestic or import competitors 
may well take you to the cleaners. 

Exclusive focus on the profitability 


criterion also tends to ignore other institu¬ 
tional alternatives available to society to pro¬ 
duce certain goods and services which sbine 
segments of the public may wish neither the 
profit-oriented private sector nor the gtwern- 
ment to provide. Voluntary agenciet (NGOf) 
and community oiganisations often emeige 
in response to what has been termed bon- 
tract failure’, the fear of citizens that the 
private sector may not deliver the desired 
type or quality of services given the as)nn- 
metry of information or problems in out¬ 
come measurement [lYrwell 1987]. This ex¬ 
plains why in the fk^ of health, education 
and certain other social services, NOOi piny 
a mnjor role (nearly 40 per cent of social ser¬ 
vices are delivered through the NGO sector 
in the US). Some parents like to tend their 
children to schools run by nuns or the 
Ramakrishna Mission because they has* 
greater confidence about their services and 
outcomes. This is not solely a question of 
profitability or efficiency. In In^ gowern- 
menu at different levds-have begun lo ei- 
ploie these kinds of institutional aiternatiics. 
Witness the ouUiandittg role that a well 
known Kerala N(X) pisQnd in the recent total 
literacy campaign in that state. Forest pro- 
teaion committees involving local commu¬ 
nities have helped reduce forest degradation 
in parts of West Bengal. The debate on 
privatisation has not adequatdy examined 
the relevance of such alternatives, but tends 
to assume that the traditional private sector 
alone matters. 

Many of our public enterprises are pro¬ 
ducers of private goods, broadly defined. 
Rudra asks why their performance cannot 
be improved through improved manage¬ 
ment, discipline, etc Certainly, in those 
activities with public goods characteristics 
or where different forms of market failure 
exists, that indeed is what needs to be done. 
But this is likely to be a subset of the pre¬ 
sent public sector. If a government confines 
itself to this subset, it probably will be able 
to do a better job of managing them effi¬ 
ciently than when it is loaded with numerous 
enterprises whose public interest dimension 
is extremely limited. The choice of this 
subset has to be carefully done as the 
pressures to retain whatever government 
owns now will be tremendous and yet the 
incentive to manage them well will be weak 
given political and bureaucratic conttraints 
which are not easy to eliminate in any 
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tovemment. The aiKument is not that all 
public cfitenM'ises are inefTicieni or that 
public sector manaiers are all incompetent, 
but that in a comparative advantage sense 
govern men t resources and talent are better 
used elsewhere. I do not deny that for 
historical or tactical reasons, some depar¬ 
tures from this approach or a phased move 
in this directkrn is all that can be attempted 
given the democratic setting in which we 
operate: It is important, however, to be con¬ 
ceptually dear as to what is to be retained 
in the public sector and why. An implica¬ 
tion of this approach, for example, is that 
a government that has taken over a textile 
mill or engineering firm at some point will, 
after the needed corrections or changes are 
m ad e , be prepared to sell it to others, ever, 
if proflu begin to be made as iu limited 
resources and talents are urgently required 
toadifaess.s«y, human resource d evelopment 
issues. The concept of opportunity cost is 
relevant to government too! 

A final point on why it is essential to en¬ 
courage the shift of private goods produc¬ 
tion to the private sector. The indiscriminate 
expansion of the public enterprise sector at 
the central and state leveb has not only caus¬ 
ed an owerload and poor public accounldtili- 
ty in the government system, but aSo has 
ooniribuied to the neglect of important ftinc- 
tiom adiich only a government can perform. 
In India, basic public functioiu such as 
maintenance of law and order, legal and 
judkaai reform to fKiliUtc contract enforce¬ 
ment and justice and to reduce transaction 
costs, human resource development of the 
poor (in which a recent UN Report ranks us 
lllth in the world) and reduction of in¬ 
equalities with special attention to backward 
areas and the expaiuion and upgrading of 
the basic infrastructure facilities needed 
for econmnic and social development are 
rx a mpirs of priority tasks to which govern¬ 
ment needs to give urgent attention. The 
functioa of supervision and corrective action 
taking which is a key function in any govern¬ 
ment is weak in many of our public agen¬ 
cies with disastrous consequences for im¬ 
plementation as we have just seen from the 
recent banking sector fiasco. There is no 
shortage of suave bureaucrats, but monitor¬ 
ing, and supervision are often left lo some 
lowly clerks. Furthermore, as Rudra has 
righdy emphasised, government's regulatory 
and information role assumes special 
significanoe in the context of the production 
of goods with monopolistic features, exter¬ 
nality effects, envirorunental impacts and 
other betors that producers (whether public 
or private) are likely to exploit and that the 
pu^ is unable on its own to rectify, in this 
sense a maior task of the government is to 
make the market system work efficiently and 
effectively. This is only a partial but ^ no 
means a minimalist agenda of challenges for 
the state. I would rather have a government 
address these problems with the best taloit 


it can muster than be preoccupied with the 
burden of private goods production. 
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Urban Bias in PDS 

Reexamination of NSS Data 


Amilabb Kjisidu 


URBAN bias in the public distribution 
system (PDS) is a matter of serious concern 
among planners, administrators and social 
researchers. Assertioiu have been made for 
and against the pro-urban thesis during the 
past 50 years of the chequered history of 
PDS in the country. They are made mostly 
without arty empirical b^ but sopietimes 
using scanty informatian. The data from the 
42nd Round of the National Sample Survey 
on ‘Utilisation of Public Di^bution 
System' collected during July 1986-June 
1987, htwvever, make it possible to examiiie 
the proposition in somewhat greater detail. 
The paper by S Mahendra Dev and M H 
Suryanarayana entitled ‘Is PDS Urban 
Bia^ aW Pro-Rich? An Evaluation’, 
(October 12,1991] is an interesting attempt 
in this direction. 

It is nonethdess important to recognise 
that any comparisrm of this facility between 
rural and urban areas using select indicators 
can be misleading It would, for example, 
be si mp listic to infer greater rural bias mere¬ 
ly from the larger share of the rural areas 
in the PDS purchases for certain com¬ 
modities (as suggested in the paper), since 
this does not take their relative population, 
variation in food habits, etc, into 
consideration. 

It is important to note that a section of 
farmers that are relatively better off and can 
set aside a part of the produce for their 
annual coruumption would not buy food- 


grains from the open market or any other 
source. Also: the market price of oennit that 
are lower in ratal aicu compared to urban 
areas provide lesser incentive to the ratal 
population to avail of PDS, as the price in 
the latter is about the same. This, howevei; 
catmot be used as an aigument to neglect 
the rural areas in terms of coverage of 
population or supply of foodgrains, since 
the incideiice of poverty here is greater than 
in urban areas b^ in absolute and reittive 
terms. On the other hand, one can argue in 
favour of lower prices for the rural popula¬ 
tion due to their lower purchasing power as 
proposed by Suryanarayatut [1991] daewheic. 
(The pro-rich bias of the PDS has been 
examined in greater detail in Kundu [1991] 
and hence is omitted here.) 

Indeed the offtake of foodgrains from 
PDS in rural areas is not negligible: It may 
be seen in Tkble I that the amount purchas¬ 
ed from PDS in per capita terms is 0.63 kg 
compared to the figure of 0.86 kg in urban 
areas. For wheat, the corresponding figures 
ate 0.23 and 0.61 respectively. 

The above comparison has its limitations 
as the petcentege of population wfakfa needs 
to buy cereals from any source is likely to 
be higher in urban areas for the reason men¬ 
tioned above. It would, therefora be more 
appropriate to correct the figures by mHng 
only “the people buying the commodity 
from the market or PDS" in the denomi¬ 
nator in place of the total population. The 


Table I: Select Indicatoxs Peictaininc to PDS 


Items 

(1) 

Monthly PDS 
Purchase Per Capita 
(Kg) 

Monthly PDS 
Purchase Buyer 

(Kg)_ 

PDS Purchase 

Per Cent Total 
Purchase 

Rural 

(2) 

Urban 

(3) 

Rural 

(4) 

Urban 

(5) 

Rural 

(6) 

Urban 

(7) 

Rice 

0.63 

0.88 

l.ll 

1.86 

16.76 

19.02 

Wheat 

OJ23 

0.61 

0.76 

1.05 

12.64 

19.33 

Bajra 

0.01 

0.01 

0.08 

0.03 

1.04 

0.98 

Jowar 

0.01 

0.00 

0.16 

0.06 

2 J8 

1.49 

Other cereal 

0.02 

0.01 

0.13 

0.06 

4.23 

3.59 

Pulses 

0.01 

0.01 

0.00 

0.12 

0.42 

0.51 

Sugar 

0.48 

0.43 

0.61 

0.46 

61J6 

46.78 

Edible oil 

0.03 

008 

0.04 

0.81 

11.04 

14.51 

Coal 

0.01 

0.12 

0.49 

1.21 

4.97 

11.39 

Kerosene 

0.27 

0 76 

0.30 

0.91 

25.86 

59.27 


Soutre- Maheitdra Dev and Suryanarayana |I99I). 
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Table 2: Per Cent Purchase from PDS to Totai Purchase 


_ Urban _ 

Rice Wheat 


_ Rur al_ 

Rice Wheal 


Andhra Pradesh 21.47 

Assam 14.83 

Bihar 0.29 

GujarM 26.21 

Haryana 8.89 

HiitMchal Pradesh 20.48 

Jammu and Kashmir 63.87 

Karnataka 2S.69 

Kerala 4619 

Madhya Pradesh 10.47 

Maharashtra 27.77 

Orissa 0.4| 

Purtiab S.I5 

Rai^han 15.94 

Ikmil Nadu 12.17 

"nipura 24.52 

Uttar Pradesh 8.03 

West Bengal 19.48 

India 19.02 


estimate of PDS purchase per rice buying 
person thus moves up to l.il kg in rural 
against 1.06 kg in urtran areas. The rural 
Tigure for wheat purchases remains below 
the corresponding urban figure but the gap 
reduces substantially as nury be seen in 
Ihble I. One would infer that the people in 
villages who do not produce or have the 
capacity to store their annual requirement, 
comprising largely those engaged as landless 
labourers, marginal farmers, non- 
agricultutai workers, etc, depend con¬ 
siderably on PDS. The higher per capita 
figure for bajra, jowar and other cereals in 
rural areas (column 4) is easy to explain The 
consumption of coarse cereals is linked up. 
besides tastes, habits, etc, with poverty, the 
incidenoe of which is higher among the rural 
population, it is, however, unfortunate that 
these commodities (consumed Isugely in 
rutrd areu as also by urban poor) are of 
marginal significanoe in PDS, accounting for 
less than I per cent of its total sales. 

The high figure of sugar purchase from 
PDS (compared to urban areas) must be 
understood in the context of its tow per 
capita consumption in ri>ral lueas. The low 
affordability of the rural population restricts 
their purchases from open market. The in¬ 
ference from this regarding greater rural bias 
in PDS is, therefore, erroneous. 

The extremely low offtake of pulses, 
edible oil, kerosene and coal per buyer in 
rural areas can be attributed to poor 
coverage and inadequate supply of these 
Items through PDS. Differences in eating 
and cooking habits cannot be important fac¬ 
tors in explanation since people here buy 
these items fbom open market, as discussed 
below. It is thus evident that a high or low 
level of consumbtion in rural areas need to 
be explained differently for different items 
and any simple explanation attempted 
tvithout a rletailed analysis of the diffeieiKes 
■n the context it bound to be imsieading. 


47.98 

32.54 

20.39 

1.65 

14.40 

17.79 

7.05 

0.42 

1.51 

1963 

46.53 

37.02 

0.00 

7.29 

0.00 

8.81 

33.56 

15.81 

58.54 

31.56 

18.65 

43 78 

22.22 

49.86 

91.48 

51.36 

92.04 

5 55 

6.14 

7.12 

21.45 

27.45 

43.13 

25.02 

0.40 

18.11 

0.05 

— 

0.68 

3.61 

7.47 

15.94 

63.46 

18.66 

12.17 

15.28 

I9A2 

4.44 

3.32 

4.45 

2.43 

69.87 

6.59 

49.03 

19.33 

16.76 

12.64 


The percentage of quantity purchased 
from PDS to total purchases in Ihble I pro¬ 
vides a better basis for making rural urban 
comparison. The higher figures for urban 
areas for rice, wheat, edible oil. coal, and 
kerosene clearly establish the urban bias in 
the system. The difference of 19.1 and 16.8 
in case of rice and 19.3 and 12.6 in case of 
wheat should not be dismissed as margiiial. 
The gap works out to be much more fix' rice 
when'the corresponding figures are obtained 
taking only the bottom 20 per cent of the 
population into consideration [Kundu, 
1991]. The figures are 21.20 and 16.00 for the 
urban and rural areas respectively. 


It may be seen in Ihble 2 that in the five 
backward states, viz, Bihar, Orissa, 
Rajasthan. Madhya Pradesh and Uttar 
Pradesh, accounting for 48 per cent of the 
rural population of the country, the impact 
of PDS is marginal. This is further cor¬ 
roborated by the low percentage of popula¬ 
tion covered partially or fully through PDS 
(Kundu, 1991]. It is idarming that not mote 
than 10 per cent of the purchiue of wheat 
imd rice in these states are from PDS. As 
these are relatively less urbanised states, the 
failure of PDS here would anect the rural 
segment (at the macro level) more signi¬ 
ficantly. In Punjab and Haryana that are 
surplus in foodgrains, the market price and 
PDS price would not differ significantly, 
particularly for wheat, which explains the 
low offtake from the government system, 
Jammu and Kashmir, West Bengal and 
Maharashtra, show significant urban bias 
and this must be examined in the context of 
the differences in the organisational strur- 
ture and socio-political system. It is indeed 
heartening that the southern states, viz, 
Andhra Pradesh, Kerala. Ihmil Nadu and 
Karnataka, besides Gujarat and Himachal 
Pradesh, where the system can be said to be 
better implemented, show a larger coverage 
of rural demand, both in terms of popula¬ 
tion and purchases from PDS. 

References 

Kundu, A (1991), Access cf Urban Poor to 
Basic Amenities, Project Sponsored by the 
ministry of finance. New Delhi. 
Suryanarayana, M H (1991), ‘Revamping the 
PDS’, Financial Express, August 22 and 23. 


INNOVATIVE CORPORATE TURNAROUNDS 
PRADIP N KHANDWALLA 


Using a vanety of approaches, organisations of various types have been saved from 
bankruptcy and 'sickness' throughout the world and have been turned around and 
made viable all over again. This fascinating b(x>k explores the phenomenology of 
turnaround management-lhe causes of sickness, the kinds of acbons that characterise 
turnarounds, and the interrelationship between different turnaround actions. 

Prof Khandwalla highlights certain choices in turnaround management that have a 
bearing on thecost and speed of recovery, and the magnitude of redemption. With the' 
help of data from 65 corporate cases of recovery drawn from around the globe, he 
examines the consequences of surgical versus non-surgical turnarounds, 
participative versus technical turnarounds, and innovative versus conventional 
turnarounds 

One of the few studies on the subject which is truly international and cross-cultural, 
this book will interest any student, practitioner or scholar of management. 

271 pages • 220 x 140 mm • Rs 250 (cloth) • Rs 345 (paper) • 1992 

® SAGE PUBUCATIONS INDIA PRIVATE UMITSD 

Post Box 4215. New Delhi • 110048 “ 
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ABN’AMRO Bank NV. 

(Incorporated in the Netherlands with Limited Liabiiity) 


BALANCE SHEET OF INDIAN BRANCHES 
AS ON 3IST MARCHJ992 


As on 
31-03-91 
Rs. in 000*s 



CAPITAL AND LIABILITIES 
Capital 1 

Reserves and Surplus 2 

Deposits 3 

Borrowings 4 

Other Liabilities and 
Provisions 5 

TOTAL 


ASSETS 

Cash and Balances with 
Reserve Bank of India 

Balances with Banks and 
Money at Call and 
Short Notice 

Investments 
Advances 
Find Asseu 
Other Assets 

TOTAL 

Contingent Liabilities 
Bills for Collection 
Notes to Accounts 


Per our report attached 


For A. F. FERGUSON A CO. 
Chartered Accountants 
Sd/- 

M.& Dhannadhikari 
ftrtner 

Bombay. June 29, 1992 


150,000 

234,233 118,660 

3,463,417 1,721,754 

1,270,179 1,174,494 

1,237,033 223,483 


6,354,864 3,238,391 


416,750 238,305 


35043 

1.678.431 

2.692.870 

63,528 

1,468,042 


6354,864 


103,437 

867,826 

1,720,207 

37.715 

270,901 


3038391 


6,422,049 4,604,834 
429,112 881,553 


PROFIT AND LOSS ACCOUNT OF INDIAN 
BRANCHES FOR THE YEAR ENDED 
3IST MARCH, 1992 


31.03.92 31.03.91 


Schedule 

1. INCOME 


Interest earned 

13 

Other Income 

14 

TOTAL 


11. EXPENDITURE 


Interest expended 

15 

Operating expenses 
Provisions and 

16 

contingencies 


TOTAL 


111. PROFIT 


Net profit for the year 
Pront brought forward 


TOTAL 


IV. APPRWRIATICMSS 


Ihmsfer to Statutory 
Reserve 

Ihmsfer to Head 

Office 

Balance carried over to 


Balance Sheet 


TOTAL 


Notes to Accounts 

17 



692,721 


29,865 

37054 

152,050 


219,169 


291,610 

37,957 


307.405 191,177 

85,998 51,702 

149.989 31,702 


543392 274381 


149329 

69340 


219,169 



10,997 

16,573 

69,840 


97,410 



Sd/- 
A. Kapur 
General Manager India 


1342 


Economic and Political Weekly June 27, 1992 















































ABN’AMRO Bank N.V. 

(Incorporated in the Netherlands with Limited Liability) 

SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 31ST MARCH, 1992 



As on As on 

31-03-92 31-03-91 

Rs. in 000’s Rs. in 000’s 



Sciiiedttle 1—Ciqiital 

I Amount of Deposit kept with 
the RBI under Section 
ll(2)(b) of the Banking 
Relation Act 1949 

II Amount brought into India 
by way of start-up Capital 
for a New Branch 


Schedule 2—Reserves 
and Surplus 


R I Deposits of branches 
in India 




150,000 



1 Statutory Reserves 
(Reserve u/s 11(2) 

(b) (ii) of Banking 

Regulation Act 1949) 

Opening Balance 

21,380 

10,383 

Additions during the 
year 

29,865 

10,997 


51,245 

21,380 

II Capital Reserves 

Opening Balance 

3,741 

3,741 

III Revenue A. Other Reserves 
(Head Office Reserve) 

Opening Balance 

23,699 

1 

23,699 

Additions during 
the year 

3,500 

_ 


27,199 

23,699 

IV Balance of Profit 

152.050 



234,235 

118,660 

Sdhedule 3—Deposits 

A. 1 Demand Deposits 
i) From Banks 

4,661 

16,451 

ii) From Others 

431,321 

172,335 

II Savings Bank Deposits 

95,836 

51,376 

III Ibrm Deposiu 
i) From Banks 

1,539,092 

- 

ii) From Others 

1,392,507 

1,481,592 


3.463,417 

1.721,754 


Schedule 4—Borrawiags 

I. Borrowings in India 

i) Reserve Bank of 
India 

ii) Other Banks 

iii) Other Institutions 
and Agencies 

II. Borrowings outside India 


Secured borrowings included in 

I & II above - Nil 

Schedule 5—Other 
LUbUides and Provisious 
I Bills payable 

II Interest accrued 

III Others (including 
provisions) 


Schedule h—flash and 
Balances with Reserve 
Bank of India 
I Cash in hand 
(including foreign 
currency notes) 

II Balances with 

Reserve Bank of India 
In Current Accounts 


Schedule 7—Balances with 
Banks and Money at Call 
and Short Notice 
I In India 

i) Balance with Banks 

a) In Current Accounts 

ii) Money at Call 
and Short Notice 
a) With Banks 


11 Outside India 

In Current Accounts 



As on 
31-03-92 
Rs. in OOO’s 


391,300 199,400 

138,619 54,I9S 

739,777 920,899 

483 


1.270,179 1,174,494 


3,463,417 I 1,7 21,754 


75,414 

61,728 

1,099.891 

45,619 

33,239 

144,625 

1,237,033 

223,483 

9,363 

407,387 

7302 

231,003 

416,750 

238305 

557 

30,000 

1,600 

1OO.O0O 

30,557 


4,686 

1,837 

4,686 

1.837 

35,243 

103,437 
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ABN’AMRO Bank NV. 


(Incorporated in the Netherlands with Limited LiaMity} 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON SIST MARCH, 1992 



Scbednle InvestmenU 
t liivBstinents in India in 

i) Government Securities 
(Market Value 

Rs. 1,199,623; 

Previous year 
Rs. 314,612) 

ii) Other approved 
Securities 
(Market Value 
Rs. 31,633; 

Previous year Rs. 33,712) 

iii) Shares 

iv) Debentures and Bonds 
(Market Value 

Rs, 374000) 

v) Others 


Other Investments 
include: 

Commercial Paper 
Unit Ihist of India 
Initial Capital (at cost) 
Unit Scheme I9M 
(Repurchase price 
Rs. 3,961; Previous 
Year Rs. 287,919) 


Sdieiliile 9—Advances 
A i) Bills Purchased 
and Discounted 

ii) Cash Credits, Overdrafts 
and Loans Repayable 
on Demand 

iii) Ibrm Loans 


i) Secured by Ihngible 
Assets 

ii) Covered by Bank/ 
Government Guarantees 

iii) Unsecured 


1 Advances in India 

i) Priority Sector 

ii) Public Sector 

iii) Banks 

iv) Others 


As on 
31-03-92 
Rs. in 000’s 

As on 
31-03-91 
Rs. in OOO's 

1,200.683 

318,310 

52.700 

236 

56,900 

236 

342.000 

82,810 

292,180 

1,678,431 

867,826 




60 292,130 


1,848,034 1,280080 


843,775 438,433 

1.061 1.472 



82.384 
49,744 

351,125 
1036,734 
2,692,870 I 1,720007 


Schedule 10—Fixfid Assets 
I Premises 

i) At Cost as on 31st March 
of the Preceding Year 

ii) Additions during the 
Year 

iii) Depreciation to Date 


II Other Fixed Assets 
(including Furniture 
and Fixtures) 

i) Written Down Value 
as on 31st March 

of the preceding year 

ii) Additions during the year 

iii) Deductions during 
the year 

iv) Depreciation for the 
year 


Schedule 11—Other Assets 

I Inter Office Adjustments 
(Net) 

II Interest Accrued 

III Advance 1hx/Tax 
Deducted at Source 
Less Provisions 

IV Stationery and Stamps 
V Others 


Schedule 12—Contingent 
Liabilities 

I Claims against Bank Not 
Acknowledged as Debts 

II Liability for l^rtly 
Paid Investments 

III Liability on Account of 
Outstanding Forward 
Exchange Contracts 

IV Guarantees Given on 
behalf of Constituents 

i) In India 

ii) Outside India 

V Acceptances, Endorsements 
and Other Obligations 


As on 
31-03-92 
Rs. in 000‘s 

As on 
31-03-91 

Rs. in 000’s 

29,208 

5,244 

(3.869) 

23,964 

(W34) 

25,339 

26.674 

II 041 
35,253 

8,027 

6,606 

(66) 

(80) 

(8.039) 

(3.512) 

38,189 

11,041 

63,328 

37.715 

214,415 

80,440 

35,417 

51,659 

44,447 

7 

1,128,733 

16,134 

32 

167.659 

1,468,042 

270,901 

5,080 

4,917 

4 

4 

5.054.995 

4,163.422 

204.485 

123,978 

146,813 

106,400 

1,033,507 

183^78 

6,422,049 

4,604^34 
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SCHEDULES 


ABN AMRO Bank NV 

(Incorporated in the Netherlands with Limited Liability) 


J FORMING PART OF THE PROFIT AND LOSS ACCOUNT 
FOR THE YEAR ENDED 31ST MARCH, 1992 


Year ended Vbir ended 
31-03-1992 31-03-1991 
Rs. in OOO's Rs. in OOO's 


Year ended | 
31-03-1992 
Rs. in OOO’s 


Yfear ended 
31-03-1991 
Rs. in OOO’s 


Sdmiiile IS— lalensat Eaned 
I Intereat/Discount on 
Advinces/BiUs 
ft Income on Investmenu 
ill Interest on Balances 
with Reserve Bank of 
India, Other Inter- 
Bank Funds 
IV Others 


Schedule 14—Other Income 
I Commission and 
Brokerage 

II Net Profit/fLoss) 
on Sale of investments 

III Net Profit/(Loss) on 
Revaluation of Investments 

IV Net Profit on Sale of Land, 
Buildings and Other Assets 

V Net Profit on Exchange 
Tlansaclions 

VI Miscellaneous Income 


Schedule 15—Interest 
Expended 

I Interest on Deposits 
II Interest on Rcrerve Bank 
of india/Intcr-Bank 
Borrowings 
III Others 


322,623 

126,826 

186,794 

57.458 

93,717 

916 

46.752 

606 

544,082 

291,610 

23,158 

8,642 

(14.012) 

(15,178) 

616 

605 

15 

II 

138,747 

115 

43,717 

160 

148,639 

37,957 



Schedule 16—Operating Expenses 

I Payments to and 
Provisions 
for Employees 

II Rents, Ikxes and 


III Priming and 
Stationery 

IV Advenisement and 
Publicity 

V Depreciation on Bank’s 
property 

VI Directors’ Fees, 
Allowances and 
Expenses 

VII Auditors’ Fees and 
Expen.scs 

Vlll Law Charges 

IX Postage, Telegrams, 
Telephones, etc. 

X Repairs and Maintenance 

XI Insurance 

XII Other Expenditure 


307,405 



Schedule 17 Note* Forming Part of the Acemints for tin- Year eniierl .31sl March 1992 

1. Principal Accounting Policies 

A. General. 

These accounts are prepared on the historical cost basis and in accordance with ilie siaiuiury recjuiremenis prescribed under the Banking 
Regulation Act, PM9 and practices prevailing in the eouriiy 

B. Trailsactions involving foreign exchange: 

<a) Assets and liabilities in .the foreign currencies arc iranslaicd ai ihc rales ruling al ihc end ol the year except lor Paki.slani Rupees 
which are translated at book rales. 

Outstanding forward exchange contracts, which are disclosed as conlingcni liabilities, al the contracted rales. 

(b)Outstanding forward exchange contracts are revalued at the bank's applicable rates of exchange as ai the end of the year and 
the resulting profit or loss on revaluation is accounied tor. 

C. Investments: 

(a) Secunties of the Central and State Governmems. other approved investments and commercial paper are booked at face value 
and the difference between cost and face value is amortised over the remaining period nil maturity of the respective securities. 
Securities under buyback arrangements and public sector bonds are slated at cost. 

(b) All other investments are valued ai cost or under 
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ABN AMRO Bank NV. 

{Incorporated in the Netherlands with Limited Liability} 


D. Advances' 

(a) Provision for doubtful advances: The managemeni reviews the advances/loan portfolio each year in addition to periodic reviews 
and based on its judgement sets aside specific provision for doubtful advances. This provision for doubtful advances is made 
to the satisfaction of the auditors. 

(b) Advances are stated net of specific provisions in respect of doubtful debts. 

(c) Interest income on non-performing advances is recognised on recovery and settlement. 

E. Fixed assets: 

(a) Fixed assets are stated at cost less accumulated depreciation. 

(b) Depreciation has been provided at the rates prescribed under the Income Tax Act. 1961, except in the case of vehicles which are 
depreciated at 25Wt. 

(c) Depreciation on additions made upto 30th September has been provided for the full year irrespective of the date of additions 
and depreciation on additions made after 30th September has been provided at half the rates prescribed under the Income Tax 
Act, 1961 irrespective of the date of addition. No depreciation has been provided on assets sold/discarded during the year. 

F. Staff benefits: 

Provision for gratuity and pension benefits to staff (inclusive of provision for pa.si service liability) has been made on the basis of 
actuarial valuation. Separate funds for gratuity and pension have been created and the contributions payable (inclusive of con¬ 
tribution for past service liability) have been paid to the respective funds. 

C. Net profit: 

The net profit disclosed in the profit and loss account is after: 

(a) Provision for taxes on income in accordance with the statutory requirements. 

^) Provision for doubtful advances. 

(c) Other usual and necessary provisions. 

2. Head office reserve account: 

Head office reserve account represents amounts debited to the convertible rupee account of the Head Office towards the cost of 
acquisition/deposit for residential apartments. 

3. The previous year’s figures have been regrouped/rearranged wherever necessary to make them comparable with the current year’s 
figures except for certain advances covered by guarantees other than Bank/Government guarantees have been included under ad¬ 
vances “Covered by Bank/Governmeni Guarantees’’ under item B(ii) of schedule 9 and correspondingly such advances have been 
excluded from “Unsecured’’ advances under item B (iii) of schedule 9 as the amount of such advances is not readily ascertainable. 


Auditors' Report on the Accounts of the Indian Branches of ABN AMRO BANK 

We have audited the attached Balance Sheet of the Indian branches of ABN AMRO Bank N V. as at 3lsl March,1992,and the relative 
Profit and Loss Account of the Indian branches of the Bank for the year ended on that date. 

Under the provisons of Section 29 of the Banking Regulation Act, 1949 read with the provisions of Sub-sections (I), (2) and (S) of Section 211 
and .Sub-section (3) of Section 227 of the Companies Act. 19S6, the Balance Sheet and Profit and Loss Account are not required to 
be and are not drawn up in accordance with .schedule VI to the Companies Act, 1956. The accounts are. therefore, drawn up in conformity 
with Fonns ‘A’ and ‘B’ of the Third schedule to the Banking Regulation Act, 1949 except that for the reason stated in note 3 of schedule 17, 
while t " t ■. 'Lilting the previous year’s figures, certain advances covered by guarantees other than Bank/Government Guarantees have been 
imlu' >.' 1 .'II er advances “Covered by Bank/Government Guarantees" under item B (ii) of schedule 9 instead of under “Unsecured” 
advances uneVr item B (iii) of that schedule as a result of which current year’s figures are not comparable with the previous year's figures; 
and the cost of other fixed assets as of 31st March,199l and accumulated depreciation thereon upto 31st March 1992 (schedule 10 “Fixed 
Assets’’) have not been disclosed. 

Subject to our comments in para 2 above, we report that: 

1. we have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the purpose 
of our audit and have found them to be satisfactory; 

2. the transactions which have come to our notice have been in our opinion, within the powers of the Indian branches of the Bank; 

3. in our opinion, proper books of account as required by law, have been kept by the Indian branches of the Bank so far as appears 
from our examination of those books: 

4. the Balance Sheet and Profit and Loss Account of the Indian branches of the Bank dealt with by this report are in agreement with 
the books of account; 

5. in our opinion and to the best of our information and according to the explanations given to us, such Balance Sheet and Profit and 
Loss Account together with the notes thereon, give the information required by the the Companies Act, 1956 in the manner so re¬ 
quired for banking companies and on such basis, give a true and fair view: 

(a) in the case of the Balance Sheet of the state of affairs of the Indian branches of the Bank as at 31st March, 1992, and 

(b) in the case of the Profit and Loss Account of the profit of the Indian branches of the Bank for the year ended on that date. 

For A.F. FERGUSON St CO 
Chartered Accountants 
Sd/- 

Bombay M.S. Dharmadhikari 

Dated;Junc 29. 1992. Partner 
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A YEAR DEDICATED TO 
JUSTICE AND DEVELOPMENT 


OUR RESOLVE _ 

‘Kiot-frcc state and terror-free soctcty’ 
*Clcan, Reiponslre and Transparent 
Administration, 


DIMENSIONS OF 
DEVELOPMENT 

Village, Poor Farmers 

Hutment dwellers 

Uncmplojed youth 

Honour to women 

Uplift of Scheduled Castes/Tribes. 

Downtrodden, Kackward. 

Labourers and the Kxploited. 


OIJR TARGET 

“ANTYODAYA” 



Kalyan Singh. Chief Minister, U.P. 


SOME DECISIONS 


A BECsINING HAS BEEN MADE. 


Oassification of crimes and effective strategy to combat 
, them. 

, ‘Don’t leave the culprit. Don't touch the innocent'. 

Special atrangements for curbing terrorism Additional 
amount of Rs. SO crore sanctioned 
^ 6011 of the Plan funds for villages. 

^ No deduction in the purchase of wheat by Government 
29 districts exempted from license for encouraging iiiilk pro- 
, duction 

Setting up of ‘Kisan Seva Kendra' in each village panchyat 
,, for redres.sal of local problems 

Constitution of ‘ianpad Sinchai Bandhu' for solving the pro 
, blems of irrigation at local level. 

Destitute widows with a land holding uplo five acre.s fully 
, exempted from the irrigation fee 

Resolution for establishment of separate Uttaranchal State 
passed 

Extcn.sive simplification of sates tax procedures and many 
, coirunodities exempted from sales tax 


AU the festivals passed off peacefully tor the first lime in the 
, past three decades 
, .Sutcesslul drive to rmiloul malia gangs 
^ Kumbha Mela organised successfully in Handwur 

Creaiion ol an ‘1-mploymcnl Umbrella' under Dcen Dayal 
, Vikas Yojna. 

The I’crccniage of SC/ST beneficeries under IRD rose to 
.Sfi”. from 54% of the preivious year and mcTeascd from .53% 
, to .16% in case of women 

Over 18% achievement as compared to [ .evious year under 
^ the I'RYSIiM scheme for self-employment 

27. 125 handpumps, installed under rural drinking water 
^ scheme suhsiantial increase over the previous year 
51 lakh farmers bcnclited by the increase of Rs. 4 per 
<|umt.il in sugarcane prices Additional income ot Rs. 1SI 
^ ciore 10 them. 

Sugar produciion touched a new high of 35.16 lakh tonnes 
, against 28 75 lakh tonnes ol previous year. 

Ullar Pradesh in the forefront in the country lor issuing 


Simplification of the procedure for disposal and maiiagcmcat 
of nazul land. 

Introduction of ‘Single Table Service’ to cut red lajie 
Permission to tn.slaU 'captive' energy plants. 

Timebound programme for disposal of disputed cases ol su 
ccession 

Decision to provide water tank for supply ot drinking water 
in the hospitals at the district headquarters, 
generator sets for uninterrupted workwg and 
auto-analysers to facilitate medical checkup 
Decentralisation and simplification of procedures for 
scholarships. 

Ordinance for checking use of unfair means in 
examinations. 

Encouragement to pnvate instiiuiions for solving housing 
problem 


sanctions for setting up industries m the Slate 

20", increase m milk production as compared to previous 

year 

Disbursal ot Rs 575 crore as crop loan m cooperative 
sector 81% more than the previous year and a new 
record Over 63% recovery of dues achieved 
•A record number of 21,361 private tuhcwclls energised 
About 13 lakh cases of succession disposed olf under a spe 
cial campaign 

Appointments on 2778 vacant posts ot Medical Officers for 
improving health services 

Scholarships amounting to Rs 7! 55 crore distributed a's 
against Rs 44.78 crore distributed Iasi year. 

Amendment in the Act for efi ective prevention ot - 

Low-slaughicr. t 

A record allotment of 23,500 houses by Avas Vikas 1 

Panshad i 


» u i. 
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Scotiabank 5 

THE BANK OF NOVA SCOTIA 

(Incorporated with Limited Liability in Canada) 


BALANCE SHEET OF THE INDIAN BRANCH 
AS AT CLOSE OF BUSINESS ON MARCH 31.1992 

Rupees (OOO's omilied) 



CAPITAL AND LlABIUTIES 
Capital I 

Reaerves and Surplus 2 

Oepoaits 3 

Borrowings 4 

Other Liabilities and 
Provisions 5 

TOTAL 

ASSETS 

Cash and balances with 
Reserve Bank of India 6 

Balances with banks and 
money at call and 
shori notice 7 

Investments 8 

Advuni ^ \ 9 

li'-xci 10 

Other Assets II 

TOTAL 

Contingent Liabilities 12 

Bills for Collection 

Notes on Accounts 17 


1% our report of even date attached to the Balance Sheet 

S. R. BATLIBOI & COMPANY 
Chartered Accountants 

Sd/- 

Per NAWSHIR H. MIRZA 
A Partner 


As on 
31.3.92 
(Current 
Year) 

As on 
31.3.91 
(Previous 
Ybar) 

2,100 

2.100 

26,341 

30,440 

588,490 

420,444 

1,233,973 

801,270 

89,880 

73.413 

1,940,984 

1,327.667 

87,362 

103,862 

16,119 

3,641 

220,995 

142.066 

1,533,956 

1,016,169 

12,056 

11,438 

70,496 

48,491 

1,940,984 

1,327,667 

4,669,123 

5,961,355 

136,101 

31,849 


PROFIT AND LOSS ACCOUNT OF THE 
INDIAN BRANCH FOR THE YEAR 
ENDED MARCH 31. 1992 

Rupees (000’s omitted). 


Ybar ended Ybar ended 
31.3.92 31.3.91 

Schedule (Current (Previous 
Ybar) Ybar) 


1. INCOME 
Interest earned 
Other Income 



162 ^ 

la/Ml 


TOTAL 

27MB0 

180313 

EXPENDITURE 

Interest expended 15 

186,914 

125,104 

Operating expenses 16 

23,013 

11392 

Provisions and 
contingencies 

50.734 

26,718 

TOTAL 

260.661 

163314 

PROFIT/LOSS 

Net profit/loss (-) 
for the year 

1S319 

17,169 

Profit/loss (- ) 
brought forward 

23327 

13397 

TOTAL 

39,146 

30366 

APPRWRIATIONS 

Thuisfer to statutory 
reserves 

3.164 

3334 

Balance carried over 
to balance sheet 

33,982 

27,132 

TOTAL 

39,146 

30366 





iYer our report of even date 
account. 


attached to the Profit and Loss 


ft>r THE NOVA SCOTIA BANK LTD 

Sd/> 
A. BRODIE 
Chief Executive Officer (India) 


Bombay: June 27, 1992 
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Scotfabank S 

THE BANK OF NOVA SCOTIA 

(Incorporated with Limited Liability in Canada} 


SCHEDULES FORMING MPT OF THE BALANCE SHEET AS ON MARCH 31. 1992 


Rupees (OOO’s omitted) 


As on 

As on 

31.3.92 

31.3.91 

(Current 

(Previous 

Year) 

Year) 


Schedule 1—CapiUl 
Capital 

TOTAL 


Note Amount of depodt kept with the Reserve Bank of India 
under section 11(2) of The Banking Regulations Act, 1949, 
(including capital) is Rupees one croie fifteen lacs only 
(P.Y. Rupees eighty lacs). Market value of the Securities lodged 
Rupees one croic fourteen lacs nine thousand only (PY. Rupees 
seventyeight lacs sixtyfour thousand). 

Schedule 2—Reaervea and 
Surplus 

I. Statutory Reserves 
Opening Balance 
Additions during the year 

TOTAL 

II. Profit and Loss 

Profit as per last balance 
sheet 

Add: Profits for the year as 
per Profit and Loss 
Account 

Less: Dansferred to statutory 


TOTAL 

Less: Transferred to Head 
OfTice 

TOTAL 

GRANO TOTAL (I and II) 

Schedule S—Deposits 

A. I. Demand Deposits 

i) From Banks 

ii) From Others 
II. Savings Bank 

III. Ibrm Deposit 

i) From Banks 

ii) From Others 

TOTAL (1, II and III) 

B. l. Deposits of Branches in India 
II. Deposits of Branches Outside 


9,641 

10,086 

49,856 

16,990 

8,242 

4,121 

382.500 

Nil 

138,251 

389,247 

588.490 

420.444 

588,490 

420,444 


Schedule 4—Bomnviags 

I. Borrowings in India 

i) Reserve Bank of India 

ii) Other Banks 

iii) Other Institutions and 
Agencies 

II. Borrowings Outside India 

TOTAL (1 and II) 



II. Outside India 

i) In Current Accounts 

ii) in other Deposit Accounts 

iii) Money at Call and 
Short Notice 

TOTAL (i, ii and iii) 

GRAND TOTAL (I and II) 


Rupees (000’s omitted) 



As on 
31.3.92 
(Current 
Tfear) 

As on 
31.3.91 
(Previous 
Ifear) 

I7IJ7I 

150.000 

i 

86,770 

110,000 

912,102 

NU 

604,500 

NU 

1,233.973 

801J70 


Schedule S—Other Liabilities 


and Provisions 


Bills Payable 

20,110 

Inter-OfTice Adjustments (net) 

22.044 

Accrued Interest 

17,059 

Others 

30,667 

TOTAL 

89,880 

Schedule 6—Cash and Balance 

i 

with RBI 


1. Cash 


In Hand 


(Incl. Foreign Currency notes) 

842 

11. Balances with Reserve 


Bank of India 


i) In Current Accounts 

86,520 

li) In Other Accounts 

Nil 

TOTAL (I and 11) 

87,362 

Schedule 7—Balances with 


Banks and Moitey at Call 


and Short Notice 


I. In India 


i) Balances with Banks 


a) In Current Accounts 

14,226 

b) in Otha Deposit 


Accounts 

Nil 

ii) Money at CaU and Short 


Notice 


a) With Banks 

Nil 

b) With Other Liabilities 

Nil 

TOTAL (i and iii) 

14,226 



NU 



Ml 


1,893 

1,196 

16,119 

3,641 
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Scotiabank S 

THE BANK OF NOVA SCOTIA 

(Incorporated with Limited Liability in Canada) 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON MARCH 31, 1992 


Rupees fOOO’s omitted) 



Schedule I —Investments 
I. Investments in India 

i) Government Securities 

ii) Other Approved 
Securities 

iii) Shares 

iv) Debentures and Bonds 

v) Others 

TOTAL 

II. Investments outside India 

i) Government Securities 

ii) Subsidiaries and/or Joint 
Ventures abroad 

iii) Other Investments 

TOTAL 

GRAND TOTAL (I and II) 

Sch^ule 9—Advances 

A. i) Bills purchased and 

discounted 

ii) Cash credits, overdrafts 
and loans repayable on 
demand 

iii) Ibrm loans 

TOTAL 

B. i) Secured by Ihngible Assets 

ii) Covered by Bank/ 
Government Guarantees 

iii) - Unsecured 

TOTAL 

C. I. Advances in India 

i) Priority Sector 

ii) Public Sector 

iii) Banks 

iv) Others 

TOTAL 

II. Advances outside India 

i) Due from banks 

ii) Due from others 

a) Bills discounted 
purchased 

b) Syndicated loans 

c) Others 

TOTAL 

GRAND TOTAL (C. I and II) 


As on 
31.3.92 
(Current 
Year) 

As on 
31.3.91 
(Previous 
Year) 

209,695 

140,149 

11,300 

1,917 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

220,995 

142,066 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

220,995 

142,066 

946,841 

622>7 

566,837 

317,548 

20Jt78 

76,354 

1,533,956 

1,016,169 

526,283 

411,301 

116,776 

686 

890,897 

604,181 

1,533,956 

1,016,169 

56,747 

40,296 

Nil 

Nil 

599,404 

113,197 

877.805 

862,676 

1,533,956 

1.016.169 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

1,533,956 

1,016,169 





Rupees (000’s omitted) 


As on 
31.3.91 
(Previous 
Year) 


Schedule 10—Fixed Assets 

I. Premises 

At cost as on 3Ist March 
of the preceding year 
Additions during the year 
Deductions during the year 
Depreciation to date 

TOTAL 

II. Other Fixed Assets 
(including furniture and 
fixtures) 

Ai cost as on 31st March of 
the preceding year 
Additions during the year 
Deductions during the year 
Depreciation to date 

TOTAL 

GRAND TOTAL (I and II) 

Schedule 11 —Other Assets 
I. Interest Accrued 

II. Tax paid in advance/tax 
deducted at source 

III. interest paid in advance 
P' Stamps 

V. Non-banking assets acquired 
in satisfaction of claims 
VI. Others 

TOTAL 

Schedule 12 —Contingent 
Liabilities 

I. Claims against the bank not 
acknowledged as debts 

II. Liability for partly paid 
investments 

III. Liability on account of 
outstanding forward exchange 
contracts 

IV. Guarantees given on 
behalf of constituents 

i) In India 

ii) Outside' India 

V. Acceptances, endorsements 
and other obligations 
VI. Other items for which the 
bank is contingently liable— 
Bilb Rediscounted 
(included in item I (iii) of 
Schedule 4) 

TOTAL 


3,392,534 5,015,217 


88,148 92JI2 

Nil Nil 

388,423 284J26 


800,000 5b9,500 


4,669,125 5,961,355 
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Scotiabank S 

THE BANK OF NOVA SCOTIA 

(Incorporated with Limited Liability in Canada) 


SCHEDULES PORMINO MRT OF THE PROFIT AND LOSS ACCOUNT FOR THE 

YEAR ENDED MARCH 3!, 1992 

_ Rupees (OOP’s omitted)_Rupees (OOO’s'omitted) 


! 

i 

\ - 

Year ended 
31.3.92 
(Current 
Ybar) 

Ybar ended 
31.3.91 
(Previous 
Year) 


Yeas,ended 
31.3.92 
(Current 
Ybar) 

YtMT ended 
31.3.91 
(Previous 
Ybar) 

Schedule U—lutetest Earned 



Schedule 16—Operating 



1. Inteiest/discount on 



Expenses 



advancea/bills 

209,432 

142,345 




) 11. Income on investments 

15,453 

12,000 




III. Interest on balances with 



1. Payments to and provisions 



Reserve Bank of India and 



for employees 

6,043 

5,249 

other inter-bank funds 

7,763 

6,079 




IV. Others 

2,529 

2,478 










TOTAL 

235,177 

162,902 

lighting 

2J75 

1,919 

Schedule 14—Other Income 



III. Printing and 



1. Commission, exchange and 



stationery 

662 

406 

brokerage 

12,397 

9,176 




11. Front on sale of investments 

652 

709 




Less: Loss on sale of 



IV. Advertisement and 



investments 

Nil 

Nil 

publicity 

29 

156 

III. Front on revaluation of 






investments 

Nil 

Nil 




Less: Loss tm revsduation of 



V. Depreciation on bank’s 



investments 

(140) 

(134) 

property 

1,042 

987 

IV. Front on sale of land. 






buildings and other assets 

Nil 

Nil 

VI. Directors' fees, allowances 



Less: Loss on sale of land, 
buildings and other 



and expenses 

17 

17 

assets 

(325) 

Nil 




V. Front on exchange 



VII. Auditors’ fees. 



transactions 

28,719 

8,330 

and expenses 

60 

55 

Less: Loss on exchange 






transactions 

Nil 

Nil 




VI. Income earned by way 






of dividends etc from 



VIII. Law charges 

64 

76 

subsidiaries/companies 






and/or joint ventures 






abroad/in India 

Nil 

Nil 

IX. Postages, telegrams. 



Vil. Miscellaneous income 

Nil 

Nil 

telephones, etc 

1,196 

873 

TOTAL 

41,.303 

18. 081 







X. Repairs and maintenance 

2,451 

549 

Schedule 15—Interest 






Expended 






I. Interest on deposits 

32,337 

31.276 

XI. Insurance 

52 

46 

11. Interest on Reserve Bank of 






India/inter-bank borrowings 

151,658 





III. Others 

2,919 

1,326 

XII. Other expenditure 

9,122 

1,659 

TOTAL 

186,914 

125,104 

TOTAL 

23,013 

11,992 





L- - 
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Scotiabank 5 

THE BANK OF NOVA SCOTIA 

(Incorporated with Limited Liability in Canada) 


SdMil«le 17 —^NoIm Anawtnd lo and Ftmniag Put of Acoonnts as at March 31,1912 

1. These accounts are based on (he historical cost convention and are drawn up on an accrual basis. 

2. FOREIGN CURRENCIES 

Assets and Liabilities in foreign currencies are translated into Indian Rupees at rates current at the Balance Sheet date. Resultant 
gains or losses are taken to the Profit and Loss statement. IVansactidns during the year are translated into Indisui Rupees at the rate 
current at the date of transaaions. As per the present practice of banks in India, the Fbreign Cunency Non-Resident Account balances 
are valued at the Balance Sheet date, at .the rates specified by the Reserve Bank of India at the date of the transaction and, not at 
the currency rates current at the Balance Sheet date. 

3. INVESTMENTS 

The bank values all investments at the lower of the aggregate of market values and purchase cost after amortisation of discount or 
accretion of premium from the date of purchase to the maturity of the investment. This year there is no difference between the balance 
sheet value and the market value of investments. 

4. FIXED ASSETS 

Depreciation is on a written down value method at the rates specified in Schedule XIV of the Companies Act, 1936. Rupees 1100 thousand, 
and interest thereon, payable by the bank in respect of purchase of its premises shall be accounted for on the matter Being resolved 
in a court. 

3. ADVANCES 

a) Provisions for doubtful advances have been made to the satisfaction of the auditors in respect of identified advances, based on 
a periodic review of advances and after taking into account the portion of advance guaranteed by Deposit Insurance and Credit 
Guarantee Corporation, (he Export Credit and Guarantee Corporation and similar statutory bodies. 

b) Provisions have been made on a gross basis. Tax relief which will be available when the advance is written off will be accounted 
for in the year of write off. 

c) No income is accrued on non-performing assets. 

6. NET PROFIT 

The net profit disclosed in the Profit and Loss Account is after- 

i) provisions for taxes on income in accordance with statutory requirements, 

ii) provisions for doubtful advances, 

iii) adjustments to the value of investments in government and other approved securities in India valued on the basis staled in note 
(3) above. 

iv) other usual and necessary provisions. 

7. Head office expenses of past years, amounting to Rs 5400 thousand will be accounted foi as and when the remittance is allowed by 
the Reserve Bank of India. 

8. The Profit and loss Account includes the following Prior Period liems.- 

a) Depreciation includes write-back of Rupees 486 thousand on account of excess depreciation provided in the earlier years; 

b) Interest/Discount on advaiices/bills includes a write-back of Rupees 210 thousand on account of foreign currency losses provided 
for in earlier years 

9. Previous year figures have been regrouped and reclassified wherever, and to the extent, practicable 


Auditor's Report on the Indian Branch of The Bank of Nova Scotia under Section 30 of the 

Banking Regulations Act, 1949 

We have audited the Balance Sheet of the Indian Branch of The Bank of Nova Scotia, Incorporated with Limited Liability in Canaria, 
as at March 31, 1992 signed by us under reference to this report, and the relative Profit and Loss Account of the Indian Branch of the 
Bank for the year ended on (hat date annexed thereto with the books of account maintained and produced to us at Bombay and report as under: 


a) 

b) 

c) 

d) 

e) 

n 


the Balance Sheet and the Profit and Loss Account have been drawn up in accordance with the provisions of Section 29 of the 
Banking Regulations Act. 1949, read with Section 211 of the Companies Act, 1936; 

we have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the purpoaes 
of our audit and have found them to be satisfactory; 

the transactions during the year which have come to our notice have been in our opinion within the powers of the Indian Branch 
of the Bank; 

in our opinion, proper books of account as required by law have been kept by the Branch so far as appears from our examination 
of these books; 

the Accounts of the Indian Branch of the Bank dealt with by this report are in agreement with the books of account; 
in our opinion and to the best of our information and according to the explanations given to us, the Accounts together with the 
notes thereon give the information required by the Companies Act, 1936 in the manner so ^uited for Banking Companies and 
on such basis, give a true and fair view in the case of the Balance Sheet of the slate of affairs of the Indian Branch of the Bank 
as at March 31, 1992 and in the case of the Pront and Loss Account, of the proBt of the Indian Branch for the year ended on that date. 



- 

ambay: June 27, 1992.*-^ 




S. R. BATLIBOI & CO 
Chartered Accountants 
Sd/- 

Per NAWSHIR H. MIRZA 
A Partner 
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